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TEAVANA

Common Stock

This is the initial public offering of shares ofmmon stock of Teavana Holdings, Inc.

Teavana Holdings, Inc. is offering 1,071,429 shafesommon stock. The selling stockholders idesdifin this prospectus are offering
additional 6,071,429 shares of common stock. Wenail receive any proceeds from the sale of shiayahe selling stockholders.

Prior to this offering, there has been no publickeafor our common stock. The initial public offeg price per share is $17.00.

We have been approved to list our common stoclkeriNew York Stock Exchange under the symbol “TEA.”

See “Risk Factors” beginning on page 9 to read about factors you shubd consider before buying shares of
our common stock.

Neither the Securities and Exchange Commission n@ny state securities commission has approved or disproved of these
securities or passed upon the adequacy or accuraof this prospectus. Any representation to the contry is a criminal offense.

Per Share Total
Initial public offering price $ 17.0C $121,428,586.C
Underwriting discoun $ 1.1¢ $ 8,500,001.0
Proceeds, before expenses, to Teavana Holdings $ 15.81 $ 16,939,292.4
Proceeds, before expenses, to the selling stoctx $ 15.81 $ 95,989,292.4

The underwriters may also exercise their optiopurchase up to an additional 1,071,429 shares fin@enselling stockholders, at the
public offering price, less the underwriting disoguor 30 days after the date of this prospeatusot/er overallotments, if any.

The underwriters expect to deliver the shares atjgi@yment in New York, New York on August 2, 2011.
BofA Merrill Lynch Goldman, Sachs & Cc

Morgan Stanley  Piper Jaffray
William Blair & Company  Stifel Nicolaus Weisel

Prospectus dated July 27, 20
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Neither we, the selling stockholders nor the undiéens have authorized anyone to provide you witbrimation that is different from tr
contained in this prospectus or any free-writinggpectus prepared by or on our behalf. We do nattlee selling stockholders and the
underwriters do not, take any responsibility forgdaan provide no assurances as to, the reliabiligny information that others provide to y:
We and the selling stockholders are offering td seld seeking offers to buy, shares of commonrkstmdy in jurisdictions where offers and
sales are permitted. The information containedhis prospectus is accurate only as of the dathigfprospectus, regardless of the time of
delivery of this prospectus or of any sale of thenmon stock.

Until August 21, 2011 (25 days after the commencemeof this offering), all dealers that buy, sell ortrade shares of our common
stock, whether or not participating in this offering, may be required to deliver a prospectus. This dieery requirement is in addition to
the obligation of dealers to deliver a prospectus len acting as underwriters and with respect to theiunsold allotments or
subscriptions.

For investors outside the United States: Neitherthwe selling stockholders nor the underwritersehdone anything that would permit 1
offering or possession or distribution of this grestus in any jurisdiction where action for thatgmse is required, other than in the United
States. Persons outside the United States who oampossession of this prospectus must inform gedwes about, and observe any
restrictions relating to, the offering and the dlisition of this prospectus outside of the UnitedtSs.

Some of the industry and market data containebdigngrospectus are based on independent indusitications or other publicly
available information, which we believe is reliablet have not independently verified, while oth@brmation is based on our internal sources.
Certain information regarding the global tea marketerived from Mintel International Group Limitedeport entitledlea and RTD Teas, M
2010and other market research conducted by Mintel amdrgonitor International.

Our registered trademarks include Teav@&naur,Teavana logo design and the names of moskofdheties of specially blended teas
we sell. All other registered trademarks or serwigeks appearing in this prospectus are tradenwargsrvice marks of others.

We operate on a fiscal calendar widely used irretal industry that results in a given fiscal yeansisting of a 52- or 53-week period
ending on the Sunday closest to January 31 ofolf@xfing year. For example, references to “fisdal@" refer to the fiscal year ended
January 30, 2011. Fiscal 2008, fiscal 2009 an@lfig010 each consist of 52-week periods.
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PROSPECTUS SUMMARY

This summary highlights selected information cargdielsewhere in this prospectus. This summary miotesontain all the
information that you should consider before deajdio invest in our common stock. You should reacktitire prospectus carefully,
including “Risk Factors” and our consolidated finaial statements and notes to those consolidateshfilal statements, before making an
investment decision.

Our Company

Teavana is a rapidly growing specialty retaileedfig more than 100 varieties of premium loose-tea$, authentic artisanal
teawares and other tea-related merchandise. Wevbelie are one of the world’s largest branded,irchlinnel specialty tea retailers. We
offer our products through 161 company-owned stor&$ states and 19 franchised stores primariMéxico, as well as through our
website, www.teavana.com. With an average trarnwasize of $36, we believe customers view our petalas an affordable and healthy
indulgence as they are able to purchase the lmesatal teawares from around the world at relatiredgest prices.

Our mission is to establish Teavana as the mosgrézed and respected brand in the tea industexpgnding the culture of tea
across the world. Key elements of our distinctiusibess strategy are to:

» develop, source and offer our customers the \'s finest assortment of premium lo-leaf teas and t-related merchandis

» create ¢Heaven of Te” retail experience in which our passionate and kedgeéabl¢‘teaologist” engage and educe
customers about the ritual and enjoyment of ted;

» locate our stores in high traffic locations withiralls, lifestyle centers and other h-sale:-volume retail venue:

Teavana was founded in 1997 by our Chairman andf@&xecutive Officer, Andrew Mack, and his wife, g Mack, who were
inspired by their international travels and pass@rtea. In 2004 we partnered with Parallel Inmgstt Partners to obtain equity capital,
strategic advice and other resources to supporaceelerated growth plans. With our business monmerind expanded resources we
were able to attract an experienced senior manageeen that has led our growth to date and hahsdbundation to execute our
growth strategy going forward.

We have experienced rapid sales and profit growtingd the last five years. We increased our satas $33.8 million in fiscal 200
to $124.7 million in fiscal 2010, representing a8 compound annual growth rate. Over that samegierve more than tripled our store
base from 47 stores to 146 stores. In fiscal 2060 sales grew 38.2% over fiscal 2009, while ounparable store sales increased 8.7%.
Our net income was $12.0 million in fiscal 201(@ressenting a 126.9% growth rate over fiscal 20Q9iskcal 2010, our stores averaged
sales per gross square foot of approximately $1 @8@h we believe is higher than most specialtgitstores in the United States based
upon publicly available information.

Our Market Opportunity

We participate in the global tea market which h&6.6 billion of sales in 2009, according to thettavailable estimates from
Mintel, a global provider of market intelligence eldompete specifically within the loose-leaf tetegary of the overall market. Mintel
estimates the size of the tea market in the UrStades to be $5.2 billion with an expected 6% commploannual growth rate through 2014
Tea consumption in the United States is much Igivan the rest of the world, with the United Statgzresenting only 9% of the global
market and ranking 22nd among other countries basquer capita loose-leaf and bagged tea consumpie
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believe growth of the overall US tea market willdvéven primarily by an increasing consumer focashealth and wellness, growil
consumer awareness of tea and the continuing emeegd epicurean preferences in food and beverages.

Our Competitive Strengths
We believe that the following strengths differetdgideavana and create the foundation for contimapidl sales and profit growth:

Market Defining Brand Driving Category GrowthWe believe we are one of the world’s largest brdndwulti-channel specialty tea
retailers. We believe our customers associate dawdna brand with premium tea products, a distiaciore ambiance and an “Eas
Meets West” healthy living lifestyle. We view thetpntial growth opportunity in the United Stated®substantial, as US
consumers have not historically consumed loosettenbt the same level as consumers elsewhere imdhid. We believe our
leading national presence and focus on educatingurners about the many attractive qualities ofddesf tea will help us drive the
growth of the loose-leaf tea category in the Unitégtes.

“Heaven of Tea” Retail Experience We believe our unique “Heaven of Tea” retail enmireent facilitates a highly interactive,
informative and immersive customer experience. pdlement of the retail experience is our Wall eTwhere our teaologists
invite our customers to experience the aroma, atartexture of any of our approximately 100 véebf single-estate and
specially blended teas. We believe this engagitail experience introduces new customers to théifesstyle, encourages product
trial and supports repeat visits and strong custdayalty.

Deep-Rooted Culture Embracing a Passion for Tea abdreer DevelopmenOur culture is centered upon a passion for tea,
extensive training, career development and indafidmrichment. To ensure the continuity of ourwudt and reward high
performing team members, we typically promote fwithin our organization. We have historically exiperced limited to no
turnover among the members of our senior manageteamt and our regional and area managers. We bajigvculture helps build
and support a consistent and motivated group ofl t@mbers that are passionate about providingHieaven of Tea” retail
experience to our customers.

High-Quality Teas and Tea-Related Merchandis®@/e offer a unique selection of premium loose-leaft authentic artisanal
teawares and other tea-related merchandise intor@ssand through our website. Our single-estatiesapcially blended teas are
currently sourced from tea gardens, blenders aokklbs in ten countries. Our compelling assortméteawvares and other tealatec
merchandise, including Teavana-branded merchardiseurced from various tea communities worldwidie believe our highly
differentiated offering provides a foundation farrstrong brand and will continue to reinforce stiong market position.

Powerful and Consistent Store EconomicVe have a proven and highly profitable store maiolai has produced consistent
financial results and returns. In fiscal 2010, stares averaged sales of approximately $1,000nessgquare foot. All of our stores
were profitable in fiscal 2010 and new stores Haseorically averaged a payback period of less thramand a half years. Our
current store base is balanced across all fouonsgif the country, with each region producing ltesn line with the company
average. We believe our powerful store model, deeped culture, highly developed store operatiarg r@gorous store selection
process drive our consistent store financial result

Proven and Experienced Senior Management TeaAndrew Mack, our Founder, Chairman and Chief Exeeudfficer,
continuously sets the vision and strategic directar Teavana and drives our growth and culturec&2004, Mr. Mack has
assembled a senior management team that bringseaage of over 20 years of experience across efmmtions, merchandising,
finance and real estate.
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Our Growth Strategy
We are pursuing several strategies to continugomfitable growth, including:

Expand Our Store Base DomesticallyWe believe there is a significant opportunity t@amxd our store base in the United States
from 161 locations to at least 500 stores, havirgpdy identified the malls, lifestyle centers artder high-sales-volume retail
venues that are suitable locations in which to opesivana stores. We plan to open approximatelyd@sin fiscal 2011 (including
15 stores opened in the first quarter), 60 stordiscal 2012 and to expand to 500 stores by 2016.new and existing stores are
located in high traffic areas of malls, lifestylenters and other high-sales-volume retail venues.

Drive Comparable Store Sale¥/e expect to continue our positive comparable stafes growth by increasing the size and
frequency of purchases by our existing customedsadinacting new customers. We intend to execusesthategy through our
Heaven of Tea retail experience, which allows ustimduce the benefits and enjoyment of our temstaa-related merchandise to
new customers while encouraging our existing custsno transition to our higher-grade teas anddrigind tea-related
merchandise.

Expand Our Online Presencale believe our online platform is an extension wf brand and retail stores, serving as an educd
resource and complementary sales channel for atommers. Since fiscal 2007 our online sales haveigiat a compound annual

growth rate of 56.0% and in fiscal 2010 represeft@db6 of our net sales. We believe we have the ippity to grow e-commerce
sales to at least 10.0% of sales in the future.

Increase Our Highly Attractive MarginsWe have increased our operating margins from 7rbfis¢al 2008 to 18.8% in fiscal 201
and we believe further opportunities exist to ilmseour margins. A primary driver of our expectetgin expansion will come fro
the sales mix shift away from tea-related merchsmtbwards higher margin loose-leaf teas that mues generally experience as
they mature. We expect additional drivers of futtn@gin expansion to include the leveraging of @rporate and other fixed costs
as our sales grow and gross margin benefits frongmwing scale with suppliers.

Selectively Pursue International ExpansiorGiven the worldwide popularity of tea, we belieméernational expansion represents a
compelling opportunity for additional growth ovéetlong term. As of May 1, 2011, 17 Teavana stareoperated in Mexico
through an international development agreement auithbusiness partner, Casa Internacional. Wecaiitinue to selectively expa
our global presence either through company-owna@stor by entering into franchise arrangements.

Risk Factors

Investing in our common stock involves a high degrérisk. You should carefully consider the riskesscribed in “Risk Factors”
before making a decision to invest in our commaxlstIf any of these risks actually occurs, ouribess, financial condition or results of
operations would likely be materially adverselyeated. In such case, the trading price of our comstock would likely decline, and you
may lose all or part of your investment. Below summary of some of the principal risks we face:

* we may not be able to successfully implement oawgn strategy if we are unable to identify suitakites for store locations,
negotiate acceptable lease terms, hire, train etaéhrpersonnel and maintain sufficient levelsadtcflow and financing to
support our expansio

* we may not be able to effectively expand and improur operations, including our distribution centermanage our existing
resources to support our planned expans

* we may not be able to maintain recent levels ofmamable store sales growth or sales per compastirie;
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* we may lose key management personnel, which caludraely impact our busines

» because our business is highly concentrated inghesidiscretionary product category, premium I-leaf teas and t-related
merchandise, we are vulnerable to changes in coeispraferences and economic conditions that coalchtour financial
results;

» quality or health concerns about our teas an-related merchandise could have an adverse effestionperating results; at

» we rely on a small number of third-party suppliansl manufacturers to produce our products, andawe hmited control over
them and may not be akto obtain quality products on a timely basis ostfficient quantities

Our Principal Stockholders

Following the consummation of this offering, Andrétack, our founder and Chief Executive Officer, Maéneficially own
approximately 57.9% of our outstanding common stocls6.5% if the underwriters exercise their olletment option to purchase
additional shares in full. As a result, Mr. MacKIvaie able to exercise control over all mattersurgng stockholder approval and will ha
significant control over our management and padickdditionally, a fund advised by Parallel InvesthPartners, LLC will beneficially
own approximately 19.9% of our outstanding commtols or 18.6% if the underwriters exercise theiemllotment option to purchase
additional shares in full, following the consumnoatiof this offering and will have significant inface over fundamental corporate
matters and transactions by virtue of its represent on our Board of Directors. See “Risk FactoRisks Related to this Offering and
Ownership of Our Common Stock” and “Principal aredli8g Stockholders.”

In this prospectus we sometimes refer to Parail$tment Partners, LLC and its affiliates as “Ralrtnvestment Partners” or
“Parallel.” Parallel is a sector-focused, middlerked private equity firm that invests in dynamiatrepreneurial growth companies in
North America. Since 1992, the principals of thenfhave participated in investing over $600 milliarover 35 companies, with
particular emphasis on high growth specialty rdigdinds, including Dollar Tree Stores, LIDS andiitt Sporting Goods. Founded in
1999 as an affiliate of middle market buyout firsusders Karp & Megrue, Parallel is headquarterddailias, Texas.

Our Corporate Information

In this prospectus, the terms “Teavana,” “we,” "Usur” and “the company” refer to Teavana Holdingsc. and our consolidated
subsidiaries, and the term “store support centférs to our principal executive offices and s&upport center located at 3630 Peachtre
Road NE, Suite 1480, Atlanta, GA 30326. Our webaitdress is www.teavana.com, and the informatiowatoed on or accessible
through our website shall not be deemed to be parated into this prospectus or the registratiatestent of which it forms a part. Our
telephone number is (404) 995-8200.
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Common stock offered by 1

this offering

Use of proceeds

Principal stockholders

Dividend policy

Risk factors

Symbol for trading on New York Stock Exchar

Common stock offered by the selling stockholc

Common stock to be outstanding immediately af8,040,518 shares

The Offering
1,071,429 share

6,071,429 share

We estimate that the net proceeds to us from ffasing, after deducting the
underwriting discount and estimated expenses,bgilipproximately $15.0 million,
based on an initial publioffering price of $17.00 per shal

We will not receive any proceeds from the salehaires by the selling stockholders.

We intend to use the net proceeds from this offetinredeem all outstanding shares
of our Series A redeemable preferred stock, togigering-related expenses, and to
repay all outstanding indebtedness under our antera®lving credit facility. In the
event that the net proceeds available to be aptdiedr credit facility are less than
amount of indebtedness outstanding under it atltseéng of this offering, we will pe
down that indebtedness by the amount of net pracaeallable to be applied. We
intend to use any remaining net proceeds for génerporate purposes, including
working capital and capital expenditures. See “bfsBroceeds.”

Upon consummation of this offering, Andrew Mackr maunder and Chief Executive
Officer, and a fund advised by Parallel will bené&fily own approximately 57.9% a
19.9%, respectively, of oloutstanding common stoc

We do not intend to take advantage of“controlled compar” exemption frorr
certain of the corporate governance listing stagiglaf the New York Stock
Exchange

We currently expect to retain future earnings feg in the operation and expansion g
our business and do not anticipate paying any dagthends in the foreseeable futu
The declaration and payment of any dividends irfaigre will be at the discretion of
our Board of Directors and will depend on a nuntdfdiactors, including our earning
capital requirements, overall financial conditiand contractual restrictions, includ
under our amended revolving credit facility andestindebtedness we may incur. Se
“Dividend Policy”

Investing in our common stock involves a high degrérisk. Se¢ Risk Factor”
beginning on page 9 of this prospectus for a dsonsof factors you should carefully
considelbefore deciding to invest in our common stc

“TEA”
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The number of shares of common stock that will bistanding after this offering is based on 36,789 ghares of our common stc
outstanding as of May 1, 2011 and excludes:

1,622,510 shares of common stock issuable upoextakeise of options outstanding as of May 1, 20idew our 200:
Management Incentive Plan, with a weighted aveeagecise price of $1.36 per share, after givingetffo the sale of 219,629
shares in this offering acquired by certain ofgk#ing stockholders upon exercise of options grad them under that pla

600,000 shares of common stock reserved for isguapon the exercise of options to be granted imection with this
offering under our 2011 Equity Incentive Plan, whige have adopted effective immediately after fifiecéveness of the
registration statement of which this prospectus srt, such options to be granted at an exercise per share equal to the
initial public offering price set forth on the cavgage of this prospectus and anticipated to reptespproximately 80% of the
number of shares reserved for issuance under ldmis gnd

150,000 shares of common stock reserved for fussteance under our 2011 Equity Incentive Planciatied to represel
approximately 20% of the number of shares resefmesuance under this ple

Unless otherwise indicated, the information in fhisspectus assumes:

a 3.70294176910785 to 1 stock split of our comntonkseffected July 26, 201

the filing of our amended and restated certificdtacorporation and the adoption of our amendatir@stated bylaws, whic
will occur immediately prior to the consummationtlois offering;

the conversion of all shares of our Class B redééenzommon stock into an equal number of shar€dafs A common stock
immediately prior to the consummation of this offfigr

the reclassification of our Class A common stock@®mon stock immediately prior to the consummatibthis offering;
the redemption of all shares of our Series A reddsenpreferred stock for an aggregate redemptitrevat $10,683,333; ar

no exercise by the underwriters of their optioptiochase up to 1,071,429 additional shares of camstark from the selling
stockholders to cover overallotments, if a
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Summary Consolidated Financial and Other Date

The following table presents summary consolidatearfcial and other data for the periods and atiites indicated. The
consolidated statement of operations and cash fttatss for the three fiscal years ended Februa@pQ9, January 31, 2010 and
January 30, 2011 and the consolidated balance dhtets of January 31, 2010 and January 30, 284 ieen derived from audited
consolidated financial statements included elsea/hrethis prospectus. The consolidated balancet slaée as of February 1, 2009 have
been derived from audited consolidated financitieshents not included in this prospectus. The dafated statement of operations and
cash flows data for the thirteen weeks ended M&020 and May 1, 2011 and consolidated balancd sla¢g as of May 1, 2011 have
been derived from our unaudited condensed consetidanancial statements appearing elsewhere snpitdspectus. You should read
these data along with the sections of this prosiseentitled “Selected Consolidated Financial anlde®bData” and “Management’s
Discussion and Analysis of Financial Condition &webults of Operations,” and our consolidated fifegrstatements and related notes
included elsewhere in this prospectus. Our hisébriesults are not necessarily indicative of restdtbe expected for any future period.

Fiscal Year Ended Thirteen Weeks Ended
Februarz 1, 200¢ January 31, 201( January 30, 201; May 2, 201( May 1, 201!
(unaudited)

(dollars in thousands, except per share and storeath)
Consolidated Statement of Operations Date

Net sales $ 63,86: $ 90,26: $ 124,70: $ 25,77 $ 34,93¢
Cost of goods sold (exclusive of depreciation
shown separately belo 27,19¢ 36,43t 46,27¢ 10,02: 12,45

Gross profil 36,66¢ 53,827 78,42¢ 15,75: 22,48¢
Selling, general and administrative expe 29,24: 38,14: 50,57: 10,80( 14,75¢
Depreciation and amortization expense 2,66¢ 3,48¢ 4,361 972 1,27¢
Income from operation 4,76( 12,19¢ 23,49 3,97¢ 6,45¢€
Interest expense, net 2,061 2,43 2,58¢ 622 68¢
Income before income tax 2,69¢ 9,761 20,90¢ 3,35¢ 5,761
Provision for income taxes 1,502 4,47( 8,90¢ 1,42¢ 2,44¢
Net income $ 1,197 $ 5,291 $ 12,00: $ 1,927 $ 3,32¢
Net income per shar

Basic $ 0.0 $ 0.14 $ 0.3t $ 0.0t $ 0.0¢

Diluted $ 0.0 $ 0.14 $ 0.32 $ 0.0t $ 0.0¢
Weighted average shares outstand

Basic 36,749,46 36,749,46 36,749,46 36,749,46 36,749,46

Diluted 37,095,30 37,322,19 37,725,06 37,471,93 37,728,62

Pro Forma Consolidated Statement o
Operations Data (unaudited):

Pro forma interest expense, net $ 44C $ 90
Pro forma net incom 14,14¢ 3,922
Pro forma net income per sh—Basic 0.3¢ 0.1C
Pro forma net income per sh—Diluted $ 0.37 $ 0.1C
Consolidated Balance Sheet Data (end of
period):

Cash and cash equivalel $ 1,16¢ $ 1,31« $ 7,901 $ 3,74(C
Total asset 35,35¢ 41,767 64,12¢ 65,802
Series A redeemable preferred stock 9,05¢ 10,84¢ 12,99: 13,591
Total debi 5,563¢ 1,25(C 1,00( 1,00
Class B redeemable common st 15,80¢ 21,88¢ 81,40: 87,25
Total stockholder deficit (2) $ (7,08¢€) $ (7,706 $ (55,059 $ (57,62
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@

@

©)

4)

®)

(6)

Fiscal Year Ended Thirteen Weeks Ended
Februarx 1, 200¢ January 31, 201( January 30, 201 May 2, 201( May 1, 201:
(unaudited)

(dollars in thousands, except per share and storeath)

Pro Forma Consolidated Balance Sheet Data
(end of period) (unaudited):

Series A redeemable preferred stock $ —
Class B redeemable common stock —
Total stockholder equity (3) $  43,21¢

Consolidated Statement of Cash Flows Data:
Net cash provided by (used il

Operating activitie: $ 4,95 $ 11,07: $ 19,397 $ (329) $ 1,14:
Investing activities (8,79¢) (6,640 (12,560 (2,34¢) (5,05€)
Financing activities 4,25¢ (4,285 (250) 2,51z (247
Increase in cash and cash equival $ 407 $ 14€ $ 6,587 $ (169) $ (4,167)
Store Data (unaudited):
Number of stores at end of peri 87 10¢ 14€ 11¢€ 161
Comparable store sales growth for period 3.0% 6.9% 8.7% 15.7% 6.0%
Average net sales per comparable store
(in thousands) (£ $ 782 $ 80€ $ 862 $ 20€ $ 21¢
Gross square footage at end of period
(in thousands 77 95 13C 10t 14&

Sales per gross square foot $ 86€ $ 93t $ 994 $ 22¢ $ 231

Our Series A redeemable preferred stock waéssn December 15, 2004 with a mandatory redempiée upon the earlier of a public offering or Bmber 15, 2011. The
Series A redeemable preferred stock had an origanE@mption value of approximately $10.7 milliorttwannual accretion at a rate of 5%. The cumulaiweual accretion of the
redemption value will be forgiven at the redemptiate if we achieve certain targets. The Seriesdeemable preferred stock is listed as a liabilityour consolidated balance
sheets and condensed consolidated balance sheets it mandatory redemption feature. Annual rqutémn value accretion and accretion of debt distawe included in
interest expense on our consolidated statemempeshtions and condensed consolidated statemeapeodtions. Pro forma interest expense, net incame net income per
share give effect to our redemption of the Seriesdeemable preferred stock as if such redempaonoecurred on February 1, 2010, and reflect tineirgdtion of approximate
$2.1 million of interest expense in fiscal 2010 apgroximately $0.6 million during the thirteen Wweended May 1, 2011, all of which was non-deditifor income tax
purposes. Pro forma Series A redeemable prefetoel at May 1, 2011 gives effect to our redemptibthe Series A redeemable preferred stock ascti sedemption had
occurred on May 1, 2011 and assumes that we achtbeetargets in order for the cumulative annuateton of redemption value to be forgiven, resigitin an effective
redemption value of $10.7 million and a reclasatfien of the cumulative annual accretion of redeamptalue to additional paid-in capital within skbolders’ equity. See Note
6, “Common and Preferred Sto” in our consolidated financial statements and No“Common and Preferred Sto” in our condensed consolidated financial statem:

Because the Class B redeemable common statlject to redemption at the option of the holdemfand after December 15, 2011 at a redemptiae ggual to the aggregate
fair value of the shares being redeemed, the ®assleemable common stock is classified on ouraateted balance sheets and condensed consolidakadce sheets as
temporary equity, rather than stockholders’ equitiyh adjustments to its fair value made at eagloréng date. The increase in total stockholdeediait from February 1, 2009
to May 1, 2011 reflects the increase in accumuldgitit that results from this classification afracClass B redeemable common stock. Our outstarstiages of Class B
redeemable common stock will be automatically comekinto an equivalent number of shares of ous€R Common stock upon the consummation of thisrwf§. Pro forma
Class B redeemable common stock at May 1, 201 kgiffect to the automatic conversion of the Clased®emable common stock into Class A common sthek,
corresponding reclassification of temporary equntg additional paid-in capital within stockholdeesjuity, and the reclassification of all of oura€6 A common stock into
common stock as if such events had occurred onIM2911. See Note 6, “Common and Preferred Staoid’Note 7, “Fair Value Measurements,” in our cdidsted financial
statements and Note “Common and Preferred Sto” in our condensed consolidated financial statem:

Pro forma total stockholders’ equity at May2011 gives effect to the receipt of proceeds frbiw offering sufficient to redeem the Series A edable preferred stock, the
redemption of the Series A redeemable preferrezkstbe conversion of the Class B redeemable comstark into Class A common stock, the reclassificasf the aggregate
fair value of the Class B redeemable common stomk temporary equity into additional paid-in capitéthin stockholders’ equity, the reclassificatiohthe cumulative annual
accretion of redemption value to additional paidapital within stockholders’ equity and the reisigtchange from total stockholders’ deficit to fateockholders’ equity, all as
described in notes (1) and (2) above, as if suemtsvhad occurred on May 1, 2011. See Note 6, “Comand Preferred Stockifi our consolidated financial statements and !
4,“Common and Preferred Sto” in our condensed consolidated financial statem:

Comparable store sales include company-owr@ésthat have been open for at least 15 full fismamths. Comparability is typically achieved 12ntiws after the initial three-
month period from opening during which new stosgsdally experience higher-than-average sales vekiithe manner in which we calculate comparable sales may be
different from how other specialty retailers cattel comparable or “same store” sales. Accordirdgya regarding our comparable store sales mayenobimparable to similarly
titled data made available from other retail

Average net sales per comparable store is leazliby dividing total sales per period for stoopen 15 full fiscal months or more as of the beiig of each respective period by
the total number of such stores. This methodologyueles the effects of the initial th-month period of high-thar-average sales volume

Sales per gross square foot is calculated Wididp total net sales for all stores, comparalolé aoneomparable, by the average gross square footadkefqreriod. Average gro
square footage for the period is calculated bydiling the sum of the total gross square footagkeabéginning and at the end of each period by
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RISK FACTORS

Investing in our common stock involves a high degrferisk. You should carefully consider the follogwisk factors, as well as the other
information in this prospectus, before deciding thiee to invest in shares of our common stock. ¥f afithe following risks actually occurs, ¢
business, financial condition and results of opierad could suffer. In this case, the trading prideur common stock would likely decline and
you might lose all or part of your investment im cammon stock

Risks Related to Our Business and Industry
We may not be able to successfully implement owvgth strategy on a timely basis or at all, whichutd harm our results of operations.
Our continued growth depends, in large part, onadaility to open new stores and to operate thaz@stsuccessfully. We believe there is
a significant opportunity to expand our store bashe United States from 161 locations as of Mag(il1 to at least 500 stores. We plan to
open approximately 50 stores in fiscal 2011 (intlgdL5 stores opened in the first quarter) andt6fes in fiscal 2012.
Our ability to successfully open and operate nexestdepends on many factors, including:
» the identification and availability of suitableestfor store locations, primarily in hi-traffic shopping malls
» the negotiation of acceptable lease tet
« the maintenance of adequate distribution capaicityrmation systems and other operational systepalzidities;
» the hiring, training and retention of store managethand other qualified personn
» the effective management of inventory to meet #eds of our stores on a timely basis;
» the availability of sufficient levels of cash floand financing to support our expansi
In addition, on a selective basis, we will continaeeek franchisees to operate stores under teamna brand in international markets.
However, if we are unable to identify suitable frhisees or if our franchisees fail to operate thires successfully or consistent with our

brand image, our international franchising stratemy not enhance our results of operations. Nevestoontemplated under our existing
international development agreement or any futuoh greements may not open on the anticipatedafeuent schedule or at all.

Accordingly, we cannot assure you that we will agli our planned growth or, even if we are ablertovgour store base as planned, that
any new stores will perform as planned. If we faisuccessfully implement our growth strategy, wiénoet be able to sustain the rapid growth
in sales and profits growth that we expect, whicluld likely have an adverse impact on the pricewafcommon stock.

The planned addition of a significant number of nestores each year will require us to expand and noye our operations and could strain
our operational, managerial and administrative ras@es, which may adversely affect our business.

Our growth strategy calls for the opening of a Bigant number of new stores each year. Our plarexgénsion will place increased
demands on our operational, managerial, adminigérand other resources, which may be inadequaegport our expansion. Our senior
management team has limited experience openinguimder of new stores annually that we contempla&ning in fiscal 2011, 2012 and
beyond, and may be unable to effectively addreaiesiges involved with such expansion. Managinggrowth effectively will require us to
continue to enhance our store management systegrascfal and management controls and
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information systems and to hire, train and retaffional directors, area managers, store generageas and other personnel. Our planned
near-term store growth will also require an expamgf our current distribution center. Implementimg systems, controls and procedures and
these additions to our infrastructure and any chang our existing operational, managerial, adrritive and other resources could negatively
impact our results of operations and financial ¢torl.

As we expand our store base we may not experiecheesame sales per square foot, increases in comiplaratore sales or profitability the
we have experienced in the past.

As we continue to expand our store base, it mapieamore difficult to identify additional suitatdées for new stores and we will tar
an increasing number of shopping malls with lowesrage sales per square foot than the malls inhwlieare currently located. The sales per
square foot and net sales from such new locatidlhéikely be lower than our existing stores. Whider average sales per comparable store is
currently $862,000, our new store model projectrage sales per store of $600,000 to $700,000.tiaddlly, new stores generally have lo
gross margins and higher operating expenses, escargage of sales, than our more mature storeg skéges may not achieve sustained sales
and operating levels consistent with our matureest@se on a timely basis or at all. There may hegative impact on our results from a lower
level of gross margin contribution by our new sgr@ong with the impact of related pre-openingso&ny failure to successfully open and
operate new stores in the time frames and at fhe,gmst and gross margin levels estimated byukleesult in a decline in our operating
results and therefore have an adverse impact oprite of our common stock.

Further, given that we forecast the number of sttiat we open each year to become a smaller gageeof our existing store base, first-
year sales to be lower than we have historicalpeernced, and comparable store sales to grovesitih@n historical rates, we anticipate -
our future sales growth will be at less than hisairlevels. If our future comparable store saleawerage sales per square foot decline or fail to
meet market expectations, the price of our comnteckscould decline. A variety of factors affect qoanable store sales and average sales per
square foot, including current national and regi@nomic conditions, pricing, inflation and weatltonditions. Many retailers have been
unable to sustain high levels of comparable stalesgyrowth during and after periods of substaeti@ansion.

Any decrease in customer traffic in the shopping lseaor other locations in which our stores are lotsad could cause our sales to be less t
expected.

Our stores are located primarily in enclosed shaogppaalls and other shopping centers. Net saldeeaetstores are derived, to a
significant degree, from the volume of traffic mose shopping malls and centers and in the surhogiedea. Our stores benefit from the cur
popularity of shopping malls and centers as shapgdestinations and their ability to generate coreumaffic in the vicinity of our stores. Our
sales volume and traffic may be adversely affebigcdamong other things:

* economic downturns nationally or regional
* high fuel prices
» changes in consumer demograph

» adecrease in popularity of shopping malls or ghhki-end retail concepts in the shopping malls and cgitevhich our stores a
located,;

» the closing of a shopping m’'s“ancho” stores or other key tenants;

» adeterioration in the financial condition of shoygpmall and center operators or developers whighd; for example, limit their
ability to maintain and improve their facilitie

A reduction in consumer traffic as a result of thes any other factors could have a material aéveffect on us.
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In addition, severe weather conditions and othtasteophic occurrences in areas in which we hawestmay have a material adverse
effect on our results of operations. Such cond#tioray result in physical damage to our stores,dbssventory, closure of one or more of our
stores or an insufficient labor pool in our markétsy of these factors may disrupt our businesstenet a material adverse effect on our
financial condition and results of operations.

Our success depends substantially upon the contohuetention of our senior management and other kasgrsonnel.

Our future success is substantially dependent @wcahtinued service of certain members of our sanamagement, including Andrew
Mack, our founder and Chief Executive Officer, Delrislennon, our Executive Vice President and CRie&ncial Officer, and Peter Luckhui
our Executive Vice President of Operations. Thesegtives have been primarily responsible for deteing the strategic direction of our
business and for executing our growth strategyaaadntegral to our brand and culture and the peskiusiness reputation we enjoy with our
customers and vendors. The loss of the servicaaybf these executives could have a material advefifect on our business and prospects, ac
we may not be able to find suitable individualseplace them on a timely basis, if at all. In aiddit any such departure could be viewed in a
negative light by investors and analysts, whichl@¢@ause the price of our common stock to decline.

If we are unable to attract, assimilate and retai®@am members that embody our culture, includingretpersonnel and store and are
managers and regional directors, we may not be ablgrow or successfully operate our business.

Our success depends in part upon our ability tacttttrain, assimilate and retain a sufficient bemof team members, including store
personnel, store managers, area managers andakdimttors, who understand and appreciate otureuand are able to represent our brand
effectively and establish credibility with our costers. We have historically promoted substant@lllyf our store managers, area managers
and regional directors from our pool of existingrtemembers and expect to continue to rely heapinisuch talent pool to support our
growth plans. If we are unable to hire and ret&inespersonnel capable of consistently providimggh level of customer service, as
demonstrated by their enthusiasm for our cultunelesstanding of our customers and knowledge ofabse-leaf tea and tea-related
merchandise we offer, our ability to open new staray be impaired, the performance of our existing new stores could be materially
adversely affected and our brand image may be ivefjaimpacted. Any failure to meet our staffingetls or any material increases in team
member turnover rates could have a material adedfset on our business or results of operations.

We have only one distribution center, and if we enater difficulties associated with such facilityr @ it were forced to shut down for any
reason, we could face shortages of inventory thaiNd have a material adverse effect on our busineggrations.

Our only distribution center is located in Stratfp€onnecticut. This single distribution centerreatly supports our entire business.
Substantially all of our teas and tea-related nmeamndise are shipped to the distribution center foamvendors, and then shipped from our
distribution center to our stores and e-commeratocners. Our success depends on the timely andenégeceipt of merchandise by our
stores, often multiple times per week. The effiti&ow of such merchandise requires that we haweadte capacity in our distribution center
to support our current level of operations andahticipated increased levels that may follow fromn growth plans. If the operation of our
distribution center were to be disrupted or if ére to shut down for any reason or its contentguwebe destroyed or damaged, including due
to fire, severe weather or other natural disastercould face shortages of inventory, resultingpint-of-stock” conditions in our stores, and
would incur additional cost to replace any desttbgedamaged product. Such an event may negatfivggct our sales and may cause us to
incur significantly higher costs and longer leadds associated with delivering products to ourest@nd e-commerce customers. This could
have a material adverse effect on our businessiamd our reputation.
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Any failure to expand our distribution cent’s capacity on a timely basis would have an advezffect on our growth strategy and results of
operations.

We have identified the need to expand our curristtidution center in order to support our neartgrowth. We have signed
commitments to expand our warehouse in three sepphases to support our growth through the finstrggr of 2013 and we have
commissioned a study to assess our Itarg: distribution needs and determine the mostiefft strategy to satisfy those needs. If we asble
to successfully implement this near-term and lagrgatexpansion of our distribution capability, thiicéent flow of our merchandise could be
disrupted, which could materially hurt our businé3ar long-term need for increased distributionazay may require us to obtain additional
financing. Appropriate locations or financing fbetconstruction or lease of such additional re@tesnay not be available at reasonable costs
or at all. Our failure to secure additional distitibn capacity when necessary could impede our trgans, as a result of which our financial
condition and operating results could be adverafbcted.

Because our business is highly concentrated onragt#, discretionary product category, premium lo-leaf teas and tea-related
merchandise, we are vulnerable to changes in consupreferences and in economic conditions affectidigposable income that could
harm our financial results.

Our business is not diversified and consists prilsnaf developing, sourcing, marketing and sellprgmium loose-leaf teas and tea-
related merchandise. Consumer preferences oftergehapidly and without warning, moving from onenal to another among many retalil
concepts. Therefore, our business is substanteltyendent on our ability to educate US consumeth@many positive attributes of tea,
anticipate shifts in consumer tastes and help djieevth of the overall US tea market. Any futurdftshin consumer preferences away from the
consumption of beverages brewed from premium |deakteas would also have a material adverse edfectur results of operations.

Consumer purchases of specialty retail productdyudting our products, are historically affecteddmpnomic conditions such as changes
in employment, salary and wage levels, the avditgluf consumer credit, inflation, interest ratémx rates, fuel prices and the level of
consumer confidence in prevailing and future ecaoauonditions. These discretionary consumer purebasay decline during recessionary
periods or at other times when disposable inconfmnisr. In addition, increases in utility, fuel,ramodity price and corporate income tax
levels could affect our cost of doing businessluding transportation costs of our third-party segvproviders, causing our suppliers and such
service providers to seek to recover these incsetliseugh increased prices charged to us. Ourdinbperformance may become susceptib
economic and other conditions in regions or statesre we have a significant number of stores. @utioued success will depend, in part, on
our ability to anticipate, identify and respondaidy to changing consumer preferences and econoamditions.

Our success depends, in part, on our ability to smej develop and market new varieties of loose-leafs and tea-related merchandise that
meet our high standards and customer preferences.

We currently offer more than 100 varieties of lotesaf teas and a wide assortment ofielated merchandise. Our success depends i
on our ability to continually innovate, developuste and market new varieties of loose-leaf teastaarelated merchandise that both meet
standards for quality and appeal to customers’epegices. Failure to innovate, develop, source, etahd price new varieties of tea and tea-
related merchandise that consumers want to buyldeal to a decrease in our sales and profitability

We may experience negative effects to our brand agpltation from real or perceived quality or hehltssues with our teas and tea-related
merchandise, which could have an adverse effectoom operating results.

We believe our customers rely on us to provide thétihh premium loose-leaf teas and high-quality telated merchandise. Concerns
regarding the safety of our teas and tea-relatedhmadise or the safety and quality of our suppigic could cause shoppers to avoid
purchasing certain products from us or to seek
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alternative sources of tea, even if the basisHerconcern has been addressed or is outside abatnol. Adverse publicity about these
concerns, whether or not ultimately based on faud, whether or not involving teas or tea-relatedomendise sold at our stores, could
discourage consumers from buying our teas andefeted merchandise and have an adverse effectrdorand, reputation and operating
results.

Furthermore, the sale of tea entails a risk of pebtlability claims and the resulting negative pciby. Tea supplied to us may contain
contaminants that, if not detected by us, couldltés illness or death upon their consumption. ¥danot assure you that product liability
claims will not be asserted against us or that Wemat be obligated to perform product recallglive future.

We may also be subject to involuntary product deaal may voluntarily conduct a product recall,Is@as the recent voluntary recall of
our organic peppermint loose-leaf tea followingificdtion by one of our suppliers of possible coniaation of its product bgalmonella The
costs associated with any future product recalldcandividually and in the aggregate, be signifitan any given fiscal year. In addition, any
product recall, regardless of direct costs of #eall, may harm consumer perceptions of our tedsemrelated merchandise and have a
negative impact on our future sales and resultpefations.

Any loss of confidence on the part of our custoniethie safety and quality of our teas andredated merchandise would be difficult &
costly to overcome. Any such adverse effect coel@éxacerbated by our position in the market asaegor of premium loose-leaf teas and
high-quality tea-related merchandise and couldiiggmtly reduce our brand value. Issues regardimgsafety of any teas or tea-related
merchandise sold by us, regardless of the causl] bave a substantial and adverse effect on des sad operating results.

A shortage in the supply, a decrease in qualityasrincrease in the price of teas and -related merchandise as a result of weather
conditions, earthquakes, crop disease, pests oeptiatural or manmade causes outside of our conteoluld impose significant costs and
losses on our business.

The supply and price of tea is subject to fluctuatidepending on demand and other factors out$ideraontrol. The supply, quality ai
price of our teas and tea-related merchandise eaffbcted by multiple factors in tea-producing moies, including political and economic
conditions, civil and labor unrest, adverse weattoeiditions, including floods, drought and temperatextremes, earthquakes, tsunamis, and
other natural disasters and related occurrences.riBk is particularly true with respect to regsoor countries from which we source a
significant percentage of our products. In extre@ases, entire tea harvests may be lost or producfitea-related merchandise may be
negatively impacted in some geographic areas. Thaesars can increase costs and decrease saled) mhy have a material adverse effect on
our business, results of operations and financiatlition.

On March 11, 2011, northeastern Japan was struekdayere earthquake, immediately followed by destre tsunami waves. This
natural disaster has been exacerbated by radieamtivtamination that resulted from the damage tti@icenuclear power plants situated on the
coastline hit by the tsunami. It is difficult fos w0 predict whether the combination of these @htamd manmade disasters will have any long-
term impact on our sourcing of teas andnglated merchandise from Japan. If the aftermathede events were to deteriorate further, we «
experience a disruption in the supply of produletd tve obtain from Japan. Public concerns abowntia contamination, whether or not ba
in fact, could result in a reduction in demanddar products sourced from Japan. Any of these dpweénts could have a material adverse
effect on our business, financial condition andiltssof operations.

Tea may be vulnerable to crop disease and pesishwiay vary in severity and effect. The costsdntml disease and pest damage vary
depending on the severity of the damage and trenegf the plantings affected. Moreover, therelsamo assurance that available technolc
to control such conditions will continue to be effee. These conditions can increase costs anedsersales, which may have a material
adverse effect on our business, results of operatimd financial condition.
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Because we rely on a limited humber of th-party suppliers and manufacturers to produce thejority of our teas and tea-related
merchandise, we may not be able to obtain qualitggucts on a timely basis or in sufficient quants.

We rely on a limited number of vendors to supplynith single-estate and specially blended teasteadelated merchandise on a
continuous basis. Our financial performance depéntrge part on our ability to purchase tea iffisient quantities at competitive prices
from these vendors. We do not have long-term pelcantracts or other contractual assurances ¢ihcea supply, pricing or exclusive
access to products from these vendors.

Any of our suppliers or manufacturers could distorg supplying us with loose-leaf tea or tetated merchandise in sufficient quanti
for a variety of reasons. The benefits we curreetigerience from our supplier and manufacturetioziahips could be adversely affected if
they:

» raise the prices they charge
» discontinue selling products to
» sell similar or identical products to our compettoor

* enter into arrangements with competitors that camlehir our ability to sell our suppli€’ products, including by giving ot
competitors exclusive licensing arrangements olusiwe access to tea blends and other producimiirlg our access to such
arrangements or blends or other prodt

During fiscal 2010, our two largest vendors repnése 25% and 15%, respectively, of our total ineenpurchases. Any disruption to
either of these relationships would have a matedakrse effect on our business.

Events that adversely affect our vendors could impar ability to obtain inventory in the quantgi¢hat we desire. Such events include
difficulties or problems with our vendors’ businessfinances, labor relations, ability to imposvnaaterials, costs, production, insurance and
reputation, as well as natural disasters or othtstrophic occurrences.

If we experience significant increased demand forteas and tea-related merchandise, or need kaceepn existing vendor, there can be
no assurance that additional supplies or additiorelufacturing capacity will be available when riegdi on terms that are acceptable to us, or
at all, or that any vendor would allocate suffitieapacity to us in order to meet our requiremdiitgur orders in a timely manner or meet
strict quality requirements. Even if our existingndors are able to expand their capacity to meet@eds or we are able to find new sources of
supply, we may encounter delays in production, msisiencies in quality and added costs as a refktlie time it takes to train our suppliers
and manufacturers in our methods, products andtgeaintrol standards. Any delays, interruptionirmreased costs in the supply of loose-leaf
teas or the manufacture of our tedated merchandise could have an adverse effeatioability to meet customer demand for our prasiacic
result in lower net sales and profitability bothtle short and long term.

We may face increased competition from other tealdreverage retailers, which could adversely affestand our growth plans.

As we continue to drive growth in the loose-lea tategory in the United States, our success, cwdhwith relatively low barriers to
entry, may encourage new competitors to enter thket. The financial, marketing and operating resesi of some of these new market
entrants may be greater than our own. We must sgigndicant resources to differentiate our customeerience, which is defined by a wide
selection of premium loose-leaf teas, high qudérrelated merchandise and superior customercseindm experienced and knowledgeable
teaologists who are passionate about tea. Desise tefforts, our competitors may still be sucegssfattracting our customers.
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We rely significantly on information technology siesms and any failure, inadequacy, interruption oecurity failure of those systems could
harm our ability to operate our business effectiyel

We rely on our information technology systems fe&fvely manage our business data, communicatjmoigt-of-sale, supply chain,
order entry and fulfillment, inventory and wareheusanagement and other business processes. Tire fafilour systems to perform as we
anticipate could disrupt our business and resthainsaction errors, processing inefficiencies uiedoss of sales, causing our business to
suffer. In addition, our information technology syms may be vulnerable to damage or interruptiomfcircumstances beyond our control,
including fire, natural disasters, systems failusgsises and security breaches, including breachear transaction processing or other sys
that could result in the compromise of confidentiastomer data. Any such damage or interruptiohdcloave a material adverse effect on our
business, cause us to face significant fines, oustaotice obligations or costly litigation, harmreeputation with our customers, require us to
expend significant time and expense developingntagiing or upgrading our information technologgt®yms or prevent us from paying our
vendors or team members, receiving payments francastomers or performing other information tecloggl administrative or outsourcing
services on a timely basis. Recently, data sechrégches suffered by well-known companies andtitisins have attracted a substantial
amount of media attention, prompting new federal state laws and legislative proposals addressitey ghivacy and security, as well as
increased data protection obligations imposed orcinaats by credit card issuers. As a result, we beeypme subject to more extensive
requirements to protect the customer informatiai e process in connection with the purchase opmducts.

In addition, we sell merchandise over the Intethetugh our website, www.teavana.com. Our webgtrations may be affected by our
reliance on third-party hardware and software pters, technology changes, risks related to tharfaibf computer systems through which we
conduct our website operations, telecommunicatiaiisres, electronic break-ins and similar disraps. Furthermore, our ability to conduct
our website operations may be affected by liabflityon-line content and state and federal priviagys.

Fluctuations in our results of operations for theofirth fiscal quarter would have a disproportionag#fect on our overall financial condition
and results of operations.

Our business is seasonal and, historically, we heakzed a higher portion of our net sales, nebime and operating cash flows in the
fourth fiscal quarter, due to the impact of theidey selling season. Any factors that harm ourtfofiscal quarter operating results, including
disruptions in our supply chain, adverse weathemdavorable economic conditions, could have ardigprtionate effect on our results of
operations for the entire fiscal year.

In order to prepare for our peak shopping seasemnwust order and maintain higher quantities of @iy than we would carry at other
times of the year. As a result, our working capiggjuirements also fluctuate during the year, iasirgy in the second and third fiscal quarte
anticipation of the fourth fiscal quarter. Any utiaipated decline in demand for our loose-leaf &@agd tea-related merchandise during our peak
shopping season could require us to sell excesntow at a substantial markdown, which could digfirour brand and reduce our net sales
and gross profit.

Our quarterly results of operations may also flateusignificantly as a result of a variety of otfastors, including the timing of new st
openings and the sales contributed by new stores. result, historical period-to-period comparisohsur sales and operating results are not
necessarily indicative of future period-to-periedults. You should not rely on the results of glgifiscal quarter, particularly the fourth fiscal
quarter holiday season, as an indication of ouuahresults or our future performance.

Third-party failure to deliver merchandise from outistribution center to our stores and e-commeraestomers could result in lost sales or
reduced demand for our teas and tea-related merothiae.

We currently rely upon a national third-party trpogation provider for substantially all of our pect shipments from our distribution
center to our stores and e-commerce customersutliation of its delivery
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services for shipments, or those of any other shippompanies we may elect to use, is subjecstesrincluding increases in fuel prices, wt
would increase our shipping costs, and employdéeestand inclement weather, which may impact tlevigler’s ability to provide delivery
services that adequately meet our shipping neéds thange shipping companies, we could face fiogisdifficulties that could adversely
affect deliveries, and we would incur costs andeexpresources in connection with such change. Mereave may not be able to obtain terms
as favorable as those we receive from the natitwiral-party transportation provider that we curhgmise, which in turn would increase our
costs and thereby adversely affect our operatiaglte

Our ability to source our teas and tea-related mieanidise profitably or at all could be hurt if newade restrictions are imposed or existing
trade restrictions become more burdensome.

All of our loose-leaf teas are currently grown, ansubstantial majority of our tea-related merclsmnis currently manufactured, outside
of the United States. The United States and thatdes in which our products are produced or soetdrhationally have imposed and may
impose additional quotas, duties, tariffs, or ottestrictions or regulations, or may adversely sidjwevailing quota, duty or tariff levels.
Countries impose, modify and remove tariffs andeothade restrictions in response to a diverseyaf#actors, including global and national
economic and political conditions, which make ipwssible for us to predict future developments rdigg tariffs and other trade restrictions.
Trade restrictions, including tariffs, quotas, engoes, safeguards and customs restrictions, coatéase the cost or reduce the supply of teas
and tea-related merchandise available to us orrewyire us to modify our supply chain organizatorother current business practices, any of
which could harm our business, financial conditionl results of operations.

Fluctuations in foreign currency exchange rates magfect our price negotiations with our third-partguppliers and manufacturers.

Substantially all of our suppliers and manufactsiiame located outside of the United States, andgesin the exchange rates betweet
US dollar and the Euro, Japanese yen and ChinezmiRki may have a significant, and potentially adee effect on our price negotiations
with such parties. If the US dollar weakens agaamyt such currencies, our suppliers and manufastunay attempt to renegotiate the terms of
their arrangements with us, which may have a negatfect on our operating results.

We may not be able to protect our intellectual pesfy adequately, which could harm the value of darand and adversely affect our
business.

We believe that our intellectual property has sami$al value and has contributed significantlyhe success of our business. In partic
our trademarks, including our registered TeavamhTaavana logo design trademarks and the namessifahthe varieties of specially
blended teas that we sell, are valuable assetseimfbrce the distinctiveness of our brand andaustomersfavorable perception of our stor

From time to time, third parties have used namedai to ours, have applied to register trademarkslar to ours and, we believe, have
infringed or misappropriated our intellectual prageights. Third parties have also, from timeitod, opposed our trademarks and challenged
our intellectual property rights. We respond tosthactions on a case-by-case basis, including vammepriate by commencing litigation.

We cannot assure you that the steps we have takmotect our intellectual property rights are agsq, that our intellectual property
rights can be successfully defended and assertid ifuture or that third parties will not infringgon or misappropriate any such rights. Our
trademark rights and related registrations mayioaetto be challenged in the future and could meeked or narrowed. Our failure to protect
our trademarks could prevent us in the future fobrallenging third parties who use names and logo#as to our trademarks, which may in
turn cause customer confusion, negatively affestauers’ perception of our brand, stores and
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products, and adversely affect our sales and phufity. Moreover, intellectual property proceedsrand infringement claims could result in a
significant distraction for management and havegative impact on our business.

In addition, although we have also taken stepsdtept our intellectual property rights internatdiy, the laws of certain foreign
countries may not protect intellectual propertyite same extent as do the laws of the United Stather entities may have rights to
trademarks that contain portions of our marks oy heve registered similar or competing marks irifgm countries. There may also be other
prior registrations in other foreign countries dfiegh we are not aware. We may need to expend additresources to defend our trademarl
these countries, and the inability to defend suatiedmarks could impair our brand or adversely attee growth of our business internatione

We are subject to the risks associated with leassapstantial amounts of space and are required taka substantial lease payments under
our operating leases. Any failure to make thesedegayments when due would likely harm our busings®fitability and results of
operations.

We do not own any real estate. Instead, we ledsd alir company-owned store locations, our stoigpert center in Atlanta, Georgia
and our distribution center in Stratford, Connagti©ur store leases typically have tgar terms and generally require us to pay relgtivigh
total rent per square foot that is reflective of small average store square footage and premiaatitms within the mall or center. Many of
our lease agreements have defined escalating mevisjpns over the initial term and any extensighs our stores mature and as we expanc
store base, our lease expense and our cash ofgfaght under our lease agreements will incre@se.substantial operating lease obligations
could have significant negative consequences, dity

* requiring that an increased portion of our casimfaperations and available cash be applied to pajease obligations, tht
reducing liquidity available for other purpos

* increasing our vulnerability to adverse generahecoic and industry condition
« limiting our flexibility to plan for or react to @nges in our business or in the industry in whieghcempete; an
» limiting our ability to obtain additional financin

We depend on cash flow from operations to pay eas¢ expenses, finance our growth capital requiresraad fulfill our other cash
needs. If our business does not generate sufficesit flow from operating activities to fund thesquirements, we may not be able to achieve
our growth plans, fund our other liquidity and dapneeds or ultimately service our lease expensgligh would harm our business.

If an existing or future store is not profitabledave decide to close it, we may nonetheless reo@mmmitted to perform our obligations
under the applicable lease including, among othiegs, paying the base rent for the balance ofghge term. Moreover, even if a lease has an
early cancellation clause, we may not satisfy th@ractual requirements for early cancellation uribat lease. In addition, as our leases ex
we may fail to negotiate renewals on commerciadigeptable terms or at all, which could cause wddse stores in desirable locations. Even if
we are able to renew existing leases, the termssai renewal may not be as attractive as the epliease, which would materially and
adversely affect our results of operations. Of bt company-owned stores as of May 1, 2011, tweeleaxpire in fiscal 2011 and two leases
expire in fiscal 2012. Our inability to enter imew leases or renew existing leases on terms adiefib us or be released from our obligations
under leases for stores that we close could méjesidversely affect us.
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Our franchisees may take actions that could harmrdausiness or brand, and franchise regulations andntracts limit our ability to
terminate or replace under-performing franchises.

As of May 1, 2011 we had two franchise stores eUmited States and 17 franchise stores in MeXicanchisees are independent
business operators and are not our employees otsa@ad we do not exercise control over the dagatpoperations of their retail stores. We
provide training and support to franchisees anésdtmonitor operational standards, but the quefifyanchise store operations may fluctuate
or decline due to various factors beyond our confrar example, franchisees may not operate starasnanner consistent with our standards
and requirements, or may not hire and train quali#mployees, which could harm their sales and,rasult, harm our results of operations or
our brand image.

Franchisees, as independent business operatordronayime to time disagree with us and our stregegegarding the business or our
interpretation of our respective rights and obligrag under applicable franchise agreements. Thislezal to disputes with our franchisees f
time to time, regarding the collection of royaligynents or other matters related to the franchésggeration of the franchise store. Such
disputes could divert the attention of our managerfrem our operations, which could cause our bessnfinancial condition, results of
operations or cash flows to suffer.

In addition, as a franchisor, we are subject tofétferal, US state and foreign laws regulating tifier and sale of franchises. These laws
impose registration and extensive disclosure reguénts on the offer and sale of franchises, frettjuapply substantive standards to the
relationship between franchisor and franchiseelianitithe ability of a franchisor to terminate @fuse to renew a franchise. We may therefore
be required to retain an underperforming franchisg may be unable to replace the franchisee, wdnald harm our results of operations or
our brand image. We cannot predict the nature #edteof any future legislation or regulation oryathanges to existing legislation or
regulation on our franchise operations.

The terms of our amended revolving credit facilityay restrict our current and future operations, wdt could adversely affect our ability to
respond to changes in our business and to manageaperations.

Our amended revolving credit facility contains, amy additional debt financing we may incur wouketly contain, covenants requiring
us to maintain or adhere to certain financial satio limits and covenants that restrict our operetj including limitations on our ability to gre
liens, incur additional debt, pay dividends, redermcommon stock, make certain investments andgmin certain merger, consolidation or
asset sale transactions. Complying with these @srcould adversely affect our ability to resptmdhanges in our business and manage our
operations. A failure by us to comply with the fircéal ratios and restrictive covenants containeouinamended revolving credit facility and
any future debt instruments could result in an eeédefault. Upon the occurrence of an event dadk, the lenders could elect to declare all
amounts outstanding to be due and payable andisgerher remedies as set forth in our amendedviegocredit facility and any future debt
instruments. If the indebtedness under our amerslaalving credit facility and any future debt instnents were to be accelerated, our future
financial condition could be materially adverseffeated.

Risks Related to this Offering and Ownership of OurCommon Stock
No market currently exists for our common stock, @me cannot assure you that an active trading marial develop for such stocl

Prior to this offering, there has been no publicketfor shares of our common stock. We cannotiptélde extent to which investor
interest in our company will lead to the developimefa trading market on the New York Stock Exchang otherwise, or how liquid that
market might become. If an active market does putbbp, you may have difficulty selling any shasésur common stock that you purchase
in this initial public offering. The initial publioffering price for the shares of our common statlkbe determined by negotiations between us,
certain of our selling stockholders and the reprege/es of the underwriters, and may not be intdieaof prices that will prevail in the open
market following this offering.
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Our stock price may be volatile or may decline redjass of our operating performance, and you mayt e able to resell your shares at or
above the initial public offering price.

After this offering, the market price for our commstock is likely to be volatile, in part because shares have not been traded publicly.
In addition, the market price of our common stockyrfluctuate significantly in response to a numtifefiactors, most of which we cannot
control, including:

» market conditions or trends in our industry or éieenomy as a whole and, in particular, in the sigcietail sales environmer
» the timing, performance and successful integradioany new stores that we ope¢

» seasonal fluctuation

» changes in key personn

» our levels of comparable store sal

» actions by competitors or other shopping mall tésy

» the publi’s response to press releases or other public anements by us or third parties, including our §iBrwith the Securitie
and Exchange Commission, or SE

« any future guidance we may provide to the publiy, éhanges in such guidance or any difference tvwerr guidance and actt
results;

» changes in financial estimates or recommendatigremiy securities analysts who follow our commortkstand
» future sales of our common stock by our officeiseators and significant stockholde

In addition, the stock markets, and in particulter New York Stock Exchange, have experienced extamce and volume fluctuations
that have affected and continue to affect the nigrkiees of equity securities of many retail comipanin the past, stockholders have instituted
securities class action litigation following persodf market volatility. If we were involved in seties litigation, we could incur substantial
costs and our resources and the attention of mamagecould be diverted from our business.

Future sales of our common stock, or the perceptiorthe public markets that these sales may ocaugy depress our stock price.

The market price of our common stock could decéiigmificantly as a result of sales of a large nunddeshares of our common stock in
the market after this offering. The sales, or taecpption that these sales might occur, could dspiee market price. These sales, or the
possibility that these sales may occur, also migdite it more difficult for us to sell equity sedies in the future at a time and at a price the
deem appropriate.

Upon consummation of this offering, we will have 38,518 shares of common stock outstanding. Taseshof common stock offered
in this offering will be freely tradable withoutsteiction under the Securities Act of 1933, as adeel) or the Securities Act, except for any
shares of common stock that may be held or acqbiyaulir directors, executive officers and otheiliatés, the sale of which will be restricted
under the Securities Act. In addition, shares sulifpoutstanding options under our 2004 Managenmeentive Plan and options that we
intend to grant prior to this offering under ourl2CEquity Incentive Plan and shares reserved tordéuissuance under our 2011 Equity
Incentive Plan will become eligible for sale in hablic market in the future, subject to certaigdieand contractual limitations. Moreover,
pursuant to the Registration Rights Agreement betwes and Teavana Investment LLC, dated as of Deeefry, 2004, Teavana Investment
LLC has the right to require us to register unther $ecurities Act any shares in our company nat Isplit in this offering. See “Certain
Relationships and Related Party Transactions—Inwverst by Teavana Investment LLC—Registration Rigtgseeement.” If our existing
stockholders sell substantial amounts of our comstock in the public market, or if the public peves that such sales could occur, this could
have an adverse impact on the market price of oomaon stock, even if there is no relationship betwsuch sales and the performance of our
business.
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In connection with this offering, we, our direct@nsd executive officers and the selling stockhadeve each agreed to lock-up
restrictions, meaning that we and they and theimjieed transferees will not be permitted to sely ahares of our common stock for 180 days
after the date of this prospectus, subject to ¥oegtions discussed in “Shares Eligible for Futbaée,” without the prior consent of Merrill
Lynch, Pierce, Fenner & Smith Incorporated and @wld, Sachs & Co. Merrill Lynch, Pierce, Fenner &itBrnincorporated and Goldman,
Sachs & Co. may, in their sole discretion, releaber any portion of the shares of our commonlstioem the restrictions in any of the lock-up
agreements described above. See “Underwriting.”

Also, in the future, we may issue shares of ourroom stock in connection with investments or acgioiss. The amount of shares of our
common stock issued in connection with an investroeacquisition could constitute a material partaf our then outstanding shares of our
common stock.

Approximately 57.9% of our voting power will be dpolled by one principal stockholder whose intereshay conflict with those of our othe
stockholders

Upon consummation of this offering, Andrew Mackr éaunder and Chief Executive Officer, will hold@pximately 57.9% of our
voting power, or 56.5% if the underwriters exerditseir overallotment option in full. So long as Nitack continues to hold, directly or
indirectly, shares of common stock representingentiban 50% of the voting power of our common stbekwill be able to exercise control
over all matters requiring stockholder approvatjuding the election of directors, amendment of amended and restated certificate of
incorporation and approval of significant corporasactions and will have significant control oear management and policies. Mr. Mack’s
control may have the effect of delaying or prevegth change in control of our company or discounggithers from making tender offers for
our shares, which could prevent stockholders freceiving a premium for their shares. These actiag be taken even if other stockholders
oppose them. The interests of Mr. Mack may notdyesistent with your interests as a stockholder.

In addition, a fund advised by Parallel will holpperoximately 19.9% of our voting power, or 18.6%hié& underwriters exercise their
overallotment option in full, and will have sigméint influence over our management and policiegifbye of its representation on our Boarc
Directors.

Failure to establish and maintain effective interhaontrols in accordance with Section 404 of therBanes-Oxley Act of 2002 could have a
material adverse effect on our business and stodke

As a public company, we will be required to docuireamd test our internal control procedures in otdesatisfy the requirements of
Section 404 of the Sarbanes-Oxley Act of 2002,euti®n 404, which will require annual and quarterlgnagement assessments and
certifications of the effectiveness of our interoahtrol over financial reporting and, if certaimrket capitalization thresholds are met, a report
by our independent registered public accounting tinat addresses the effectiveness of internataloower financial reporting. During the
course of our testing, we may identify deficiendiest we may not be able to remediate in time tetroer deadline for compliance with
Section 404. Testing and maintaining internal calatcan divert our management’s attention from othatters that are important to the
operation of our business. We also expect the atiguls to increase our legal and financial comgkacosts, make it more difficult to attract
and retain qualified officers and members of ouamloof Directors, particularly to serve on our awdimmittee, and make some activities n
difficult, time consuming and costly. We may notdige to conclude on an ongoing basis that we béfeetive internal control over financial
reporting in accordance with Section 404 or oueehdent registered public accounting firm mayl®oable or willing to issue an unqualified
report on the effectiveness of our internal contnadr financial reporting. If we conclude that énternal control over financial reporting is not
effective, we cannot be certain as to the timingeafiediation actions and testing or their effecbanoperations because there is presently no
precedent available by which to measure compliaieguacy.

If we are unable to conclude that we have effedtiternal control over financial reporting, our @geéndent auditors are unable to proy
us with an unqualified report as required by Sextio4 or we are required to
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restate our financial statements, we may fail tethearr public reporting obligations and investarsid lose confidence in our reported
financial information, which could have a negataféect on the trading price of our stock.

Some of our operating expenses will increase sigriftly as a result of operating as a public compamand our management will b
required to devote substantial time to complyinglwpublic company regulations.

We historically have operated our business asvafgricompany. As a public company, we will incudiéidnal legal, accounting,
compliance and other expenses that we have natrettas a private company. After this offering, wi# become obligated to file annual and
guarterly information and other reports with theC3at are specified in Section 13 and other sestad the Securities Exchange Act of 1934,
as amended, or the Exchange Act. In addition, Wiealgio become subject to other reporting and c@fgogovernance requirements, including
certain requirements of the New York Stock Exchamggch will impose significant compliance obligatis upon us. We will need to institute
a comprehensive compliance function, establistriadepolicies, ensure that we have the abilityrepare financial statements that are fully
compliant with all SEC reporting requirements aimeely basis, design, establish, involve and retaitside counsel and accountants in the
above activities and establish an investor relatfomction.

The Sarbanes-Oxley Act of 2002, the recently enbbiedd-Frank Wall Street Reform and Consumer Ptiotie@ct, as well as rules
subsequently implemented by the SEC and the New Stock Exchange, have imposed increased regulatidrdisclosure and have required
enhanced corporate governance practices of putritpanies. Our efforts to comply with evolving lawsgulations and standards in this reg
are likely to result in increased administrativpenses and a diversion of management’s time aedtith from revenugenerating activities
compliance activities. These changes will requisggaificant commitment of additional resources. i¥ay not be successful in implementing
these requirements, and implementing them coul@madly adversely affect our business, resultspdrations and financial condition. If we
not implement such requirements in a timely mammavith adequate compliance, we might be subjesatwtions or investigation by
regulatory authorities, such as the SEC or the Merk Stock Exchange. Any such action could harmreputation and the confidence of
investors and customers in our company and couténmlly adversely affect our business and causesbare price to fall.

If securities or industry analysts do not publiskesearch or publish inaccurate or unfavorable resehrabout our business, our stock pris
and trading volume could decline.

The trading market for our common stock will bdueficed by the research and reports that industsgaurities analysts publish about
us or our business. If one or more of these armbesises coverage of our company or fails to gubdigorts on us regularly, we could lose
visibility in the financial markets, which in tugould cause our stock price or trading volume tdide. Moreover, if our operating results do
not meet the expectations of the investor communityne or more of the analysts who cover our ammulowngrades our stock, our stock
price could decline.

If you purchase shares of common stock sold in tbigering, you will incur immediate and substantiailution.

If you purchase shares of common stock in thisrioffg you will incur immediate and substantial didun in the amount of $15.89 per
share because the initial public offering pricé®?.00 is substantially higher than the pro forraatangible book value per share of our
outstanding common stock. This dilution is dueairge part to the fact that our earlier investoiid pabstantially less than the initial public
offering price when they purchased their sharesduiition, you may also experience additional @élutupon future equity issuances or the
exercise of stock options to purchase common gjomkted to our directors, management personnetamnsultants under our 2004
Management Incentive Plan and 2011 Equity Incer®ia@. See “Dilution.”
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We do not expect to pay any cash dividends forftireseeable future.

For the foreseeable future, we intend to retaineamings to finance the development and exparmdionr business, and we do not
anticipate paying any cash dividends on our comstook. Any determination to pay dividends in theufe will be at the discretion of our
Board of Directors and will depend upon resultepérations, financial condition, contractual resioins, including under our amended
revolving credit facility and other indebtednessmay incur, restrictions imposed by applicable &vd other factors our Board of Directors
deems relevant. Accordingly, if you purchase sharésis offering, realization of a gain on your@stment will depend on the appreciation of
the price of our common stock, which may never ockwestors seeking cash dividends in the forddedature should not purchase our
common stock.

Certain provisions of our corporate governing docems and Delaware law could discourage, delay ogy@nt a merger or acquisition at a
premium price.

Our amended and restated certificate of incorpmmaaind amended and restated bylaws will contaimigians that may make the
acquisition of our company more difficult withotet approval of our Board of Directors. These inelpdovisions that:

» authorize the issuance of undesignated preferoat sthe terms of which may be established andliages of which may be issued
without stockholder approval, and which may inclsdger voting, special approval, dividend, or offigints or preferences super
to the rights of the holders of common stc

» classify our Board of Directors into three sepacsses with staggered terr

» prohibit stockholders from acting by written consafter Mr. Mack ceases to own more than 50% otalted voting power of ou
shares, which will then require all stockholdeii@ts to be taken at a meeting of our stockholdftes auch time

» provide that the Board of Directors is expresslhatized to make, alter, or repeal our amendedrestated bylaws; ar

» establish advance notice requirements for nominatfor elections to our Board of Directors or fooposing matters that can
acted upon by stockholders at stockholder meet

In addition, we are governed by Section 203 ofetaware General Corporation Law which, subjectdme specified exceptions,
prohibits “business combinations” between a Delanarporation and an “interested stockholder,” Wwhicgenerally defined as a stockholder
who becomes a beneficial owner of 15% or more D&mware corporation’s voting stock, for a threexayperiod following the date that the
stockholder became an interested stockholder. @e263 could have the effect of delaying, deferangreventing a change in control that our
stockholders might consider to be in their bestrigdts.

These and other provisions of the Delaware Ger@wgboration Law and our amended and restated icatfof incorporation and
amended and restated bylaws could delay, deferewept us from experiencing a change of contrahanges in our Board of Directors and
management and may adversely affect our stockhslldeting and other rights. Any delay or preventafra change of control transaction or
changes in our Board of Directors and managemantaeter potential acquirors or prevent the cotigrbeof a transaction in which our
stockholders could receive a substantial premiugr tve then current market price for their shafesuo common stock.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking stateméentaldition to historical information. These fomgdooking statements are included
throughout this prospectus, including in the seientitled “Prospectus Summary,” “Risk Factordfahagemens Discussion and Analysis
Financial Condition and Results of Operations,” $Biess” and “Certain Relationships and RelatedyPaensactions,” and relate to matters
such as our industry, business strategy, goalegpectations concerning our market position, fuaperations, margins, profitability, capital
expenditures, liquidity and capital resources atheiofinancial and operating information. We hagedithe words “anticipate,” “assume,”
“believe,” “continue,” “could,” “estimate,” “expe¢t“intend,” “may,” “plan,” “potential,” “predict,” “project,” “future” and similar terms and
phrases to identify forward-looking statementshiis prospectus.

The forward-looking statements contained in thisspectus are based on management’s current eXpastahd are subject to
uncertainty and changes in circumstances. We cassotre you that future developments affectingilld®e those that we have anticipated.
Actual results may differ materially from these egfations due to changes in global, regional aallpolitical, economic, business,
competitive, market, regulatory and other factorany of which are beyond our control. We beliewa these factors include those describe
“Risk Factors.” Should one or more of these riskarmcertainties materialize, or should any of asumptions prove incorrect, our actual
results may vary in material respects from thosgegted in these forward-looking statements. Anward-looking statement made by us in
this prospectus speaks only as of the date on wiéchmake it. Factors or events that could causectual results to differ may emerge from
time to time, and it is not possible for us to pcedll of them. We undertake no obligation to pcllyl update any forward-looking statement,
whether as a result of new information, future depments or otherwise, except as may be requireahlypyapplicable securities laws.

23



Table of Contents
Index to Financial Statements

USE OF PROCEEDS

Based on an initial public offering price of $17 0&r share, we estimate that we will receive net@eds from this offering of
approximately $15.0 million after deducting the anglriting discount and estimated offering expensmgble by us. We will not receive any
proceeds from the sale of shares of our commork &tpcthe selling stockholders, including any sha@s by certain of the selling
stockholders in connection with the exercise oftthderwriters’ overallotment option to purchaseigoldal shares.

We intend to use the net proceeds to us from fifesing in the following order:

» to redeem all outstanding shares of our Seriedd@emable preferred stock, all of which is held Bavana Investment LLC, for
aggregate redemption value of $10,683,:

» to pay offerinerelated expenses of approximately $3.2 million;
» torepay all of the outstanding indebtedness undeamended revolving credit facility with Fifth ifth Bank.

In the event that the net proceeds available tappied to repay indebtedness outstanding undeamended revolving credit facility are
less than the total amount of debt outstanding witde the closing of this offering, we will paydn that indebtedness by the amount of net
proceeds available to be applied. We intend toanyeremaining net proceeds for general corporateqses, including working capital and
capital expenditures.

At May 1, 2011, the balance outstanding under owgraded revolving credit facility was $1.0 millicemd the interest rate with respect to
those borrowings on that date was 6.0%. Our ameredadving credit facility expires on April 22, 261

The amount and timing of our actual working capitajuirements and capital expenditures will depeamdumerous factors related to the
implementation of our growth plan, including thenther of new stores opened in each fiscal perianteased volumes purchased from our
vendors, the expansion of our distribution centet ather infrastructure investments. Accordinglyr management will have broad discretion
in the amount and timing of the application of tie¢ proceeds to our working capital and capitakexiiture requirements, and investors wil
relying on the judgment of our management regardirah application of the proceeds from this offgrin

DIVIDEND POLICY

We have never declared or paid regular cash didslen our common stock. We currently expect tamett future earnings for use in
the operation and expansion of our business ambtanticipate paying cash dividends in the forebbefuture. The declaration and payment
of any dividends in the future will be determingddur Board of Directors, in its discretion, andlwepend on a number of factors, including
our earnings, capital requirements, overall finahcondition, and contractual restrictions, inchglunder our amended revolving credit facility
and other indebtedness we may incur.
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CAPITALIZATION

The following table sets forth our cash and cashwedents and capitalization as of May 1, 2011 on:
* an actual basis; ar

* an as adjusted basis to give effect to (i) the shhares of common stock by us in this offeriaiter deducting the underwriting
discount and estimated offering expenses payableshgnd the application of a portion of the necpeds therefrom to pay
offering-related expenses and repay outstandinepitediness under our amended revolving credit fiaeiti described undetUse of
Proceeds,” (ii) the conversion of our Class B redaigle common stock into Class A common stock, @ndHhe reclassification of
all of our Class A common stock into common Stc

You should read this table together with “Seled@esolidated Financial and Other Data,” “Managersddiscussion and Analysis of
Financial Condition and Results of Operations” andfinancial statements and notes thereto incldselvhere in this prospectus.

As of May 1, 2011

Actual As Adjusted
(unaudited, in thousands)
Cash and cash equivalel $ 3,74( $ 7,07"
Series A redeemable preferred stock, $.0001 paeya,683,333 shares authorized, issued and
outstanding, actual; no shares issued and outsignais adjusted ( $ 13,59 $ —
Long-term debi 1,00(¢ —
Class B redeemable common stock, $.00003 par va0yep0,000 shares authorized, 9,005,217 si
issued and outstanding, actual; no shares issukdwatanding, as adjusted 87,25! —
Stockholder (deficit)/equity:
Class A common stock, $.00003 par value; 50,000sb@0es authorized, 27,744,243 shares is
and outstanding, actual; no shares issued andchodisy, as adjuste 1 —
Common stock, $.00003 par value; no shares audhrizo shares issued and outstanding, actua
100,000,000 shares authorized, 38,040,518 shawsdsand outstanding, as adjus — 1
Additional paic-in capital — 105,17¢
Accumulated deficit (57,62) (57,62)
Total stockholders’ (deficit)/equity (57,626 47,55!
Total capitalization $ 44,21¢ $ 47,55!

(1) Our Series A redeemable preferred stock waésen December 15, 2004 with a mandatory redempiaoe upon the earlier of a public offering or Braber 15, 2011. The Series A
redeemable preferred stock had an original redempfilue of approximately $10.7 million with annaaktretion at a rate of 5%. The cumulative anncetflegion of the redemption
value will be forgiven at the redemption date if aghieve certain targets. The Series A redeemabferped stock is listed as a liability on our colidated balance sheets and
condensed consolidated balance sheets due toridatealy redemption feature. See Note 6, “CommonRaeéerred Stock,” in our consolidated financiaktements and Note 4,
“Common and Preferred Sto” in our condensed consolidated financial statem:

(2) Our outstanding shares of Class B redeemaltermm stock will be automatically converted intoegjuivalent number of shares of our Class A comnbocksupon the consummation
of this offering. The Class B redeemable commonksis subject to redemption at the option of thielapfrom and after December 15, 2011 at a redemtiice equal to the aggreg
fair value of the shares being redeemed. Becautgsotontingent redemption feature, the Classd@eenable common stock is classified on our conat@iibalance sheets and
condensed consolidated balance sheets as temgayaity, rather than stockholders’ equity, with atfnents to its fair value made at each reporting.dsee Note 6, “Common and
Preferred Stock,” and Note 7, “Fair Value Measumet®é in our consolidated financial statements Bliode 4, “Common and Preferred Stock,” in our corsgéehconsolidated financial
statements
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The number of shares of common stock outstandinfpgé in the table above excludes:

1,622,510 shares of common stock issuable upoexéeise of options outstanding as of May 1, 20ddeun our 2004 Manageme
Incentive Plan, with a weighted average exercigzemf $1.36 per share, after giving effect to sh&e of 219,629 shares in this offering
acquired by certain of the selling stockholdersruprercise of options granted to them under thaat;)

600,000 shares of common stock reserved for isguapon the exercise of options to be granted imection with this offering under ¢
2011 Equity Incentive Plan, which we have adopféettéve immediately after the effectiveness of thgistration statement of which t
prospectus is a part, such options to be grantad akercise price per share equal to the initiélip offering price set forth on the cover
page of this prospectus and anticipated to repteggroximately 80% of the number of shares reskforeissuance under this plan; ¢

150,000 shares of common stock reserved for fussteance under our 2011 Equity Incentive Plancgatied to represent approximat
20% of the number of shares reserved for issuanderuhis plan
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DILUTION

Our consolidated net tangible book value as of Wa8011 was $27.2 million, or $0.74 per share ohemn stock. Consolidated net
tangible book value per share represents consetidangible assets, less consolidated liabilitiesded by the aggregate number of shares of
common stock outstanding, assuming (i) redemptfaall @f our issued and outstanding shares of Sekieedeemable preferred stock,

(i) conversion of each issued and outstandingesb&pur Class B redeemable common stock into eestfaClass A common stock, and

(iii) reclassification of each issued and outstagdihare of Class A common stock into a share wincon stock immediately prior to the
consummation of this offering. Following the saleus of the 1,071,429 shares of common stock gdffering at an initial public offering
price of $17.00 per share and the receipt and egtgin of the estimated net proceeds to us of $ildn, our pro forma consolidated net
tangible book value at May 1, 2011 would have &2 million, or $1.11 per share. This represantgmmediate increase in consolidatec
tangible book value to existing stockholders of330per share and an immediate dilution to new ioreof $15.89 per share. Dilution per
share represents the difference between the peicshare to be paid by new investors for the shafreemmon stock sold in this offering and
the pro forma consolidated net tangible book vakeleshare immediately after this offering. Theduling table illustrates this dilution on a per
share basis:

Initial public offering price $17.0C
Historical consolidated net tangible book value gfgare as of May 1, 20: 0.74
Increase in pro forma net tangible book value peres attributable to new investc 0.37

Pro forma consolidated net tangible book valuespare after this offering 1.11

Dilution per share to new investors $15.8¢

The following table sets forth the number of sharesommon stock purchased, the total considergt#&d, or to be paid to us, and the
average price per share paid, or to be paid, kstiegi stockholders (including shares to be solth@offering acquired by certain of the selling
shareholders upon exercise of options grantedetm imder our 2004 Management Incentive Plan) arttidopew investors, at an initial public
offering price of $17.00 per share, before dedgctite underwriting discount and estimated offeemgenses payable by us:

Average
Shares Purchased Total Consideration

Price

Per

Number Percent Amount Perceni Share
Existing stockholder 36,969,08 97.2% $27,11¢ 59.8% $ 0.7
New investors in this offerin 1,071,42! 2.8 18,21« 40.2 17.0C

Total 38,040,51 10Cop $45,33: 10Co,

Sales by the selling stockholders in this offenivitj reduce the number of shares held by sellimglsholders to 30,897,660 shares, or
approximately 81.2% (29,826,231 shares, or appratdin 78.4%, if the underwriters exercise theirralletment option in full), and will
increase the number of shares held by investotgjpating in this offering to 7,142,858 sharesapproximately 18.8% (8,214,287 shares, or
approximately 21.6%, if the underwriters exercleeirt overallotment option in full), of the totalmonon stock outstanding after the offering.
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The foregoing tables exclude (i) 1,622,510 shafe®mmon stock issuable upon the exercise of opt@rstanding as of May 1, 2011
granted under our 2004 Management Incentive Plih,amveighted average exercise price of $1.36hare, after giving effect to the sale of
219,629 shares in this offering acquired by certditihe selling stockholders upon exercise of apigranted to them under that plan, (ii)
600,000 shares of common stock reserved for isguapan the exercise of options to be granted imeaction with this offering under our 20
Equity Incentive Plan, which we have adopted effecimmediately after the effectiveness of the s&gtion statement of which this prospe«
is a part, such options to be granted at an exeprise per share equal to the initial public offgmprice per share, and (iii) 150,000 shares of
common stock reserved for future issuance undeRolt Equity Incentive Plan. To the extent thesoop are exercised, there will be further
dilution to new investors.

If the underwriters exercise their overallotmenti@pto purchase additional shares of common sitodull, the pro forma consolidated
net tangible book value after giving effect to tbffering would be $1.11 per share, and the dilutropro forma consolidated net tangible book
value per share to investors in this offering wawtd$15.89 per share.
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UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL DATA

The following unaudited pro forma consolidated fingl data have been derived by the applicatioredfain pro forma adjustments to
our consolidated financial statements and condeosesolidated financial statements.

The unaudited pro forma consolidated financial daiauld be read in conjunction with, “Capitalizatib“Use of Proceeds,” “Selected
Consolidated Financial and Other Data,” and oussobdated financial statements and condensed ddased financial statements and related
notes included elsewhere in this prospectus. THatemay not be comparable to, or indicative dfjrieiperformance.

The unaudited pro forma condensed consolidatedidinhinformation presented below have been preppuvesuant to the rules and
regulations of the SEC. Certain information andaiarfootnote disclosures normally included in fingal statements prepared in accordance
with US generally accepted accounting principalsehaeen omitted pursuant to these rules and régugat

The unaudited pro forma consolidated statemenpefations data have been derived from our condelidstatement of operations for
fiscal year ended January 30, 2011 and condensebligated statement of operations for the thirtlseeks ended May 1, 2011 and give ef
to this offering and the concurrent redemptionhef Eeries A redeemable preferred stock as if thesets had occurred on February 1, 2010.
The unaudited pro forma consolidated balance statathave been derived from our condensed congadidlance sheet as of May 1, 2011
and give effect to this offering and the concurmemtemption of the Series A redeemable prefermecksind reclassification of the Class B
redeemable common stock into permanent equitythese events had occurred on May 1, 2011.

Pro Forma Consolidated Statement of Operations Data

Fiscal Year Ended January 30, 2011 Thirteen Weeks Ended May 1, 2011
Pro forma Pro forma Pro forma Pro forma
Actual adjustments adjusted Actual adjustments adjusted
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(dollars in thousands, except per share datz
Income from operatior $ 23,49 $ — $ 23,49 $ 6,45¢ $ — $ 6,45¢
Interest expense, n 2,58t (2,145 44C 68¢ (599 90
Income before income tax 20,90¢ 2,14¢ 23,05¢ 5,761 59¢ 6,36¢
Provision for income taxes 8,90¢ — 8,90¢ 2,44 — 2,44¢
Net income $ 12,00: $ 2,14 $ 14,14¢ $ 3,32: $ 59¢ $ 3,922
Net income per shar
Basic $ 0.3: $ 0.3¢ $ 0.0¢ $ 0.1C
Diluted $ 0.3 $ 0.37 $ 0.0¢ $ 0.1C
Weighted average shar
outstanding (historical and
pro forma):
Basic 36,749,46 628,43: 37,377,89 36,749,46 628,43: 37,377,89
Diluted 37,725,06 628,43: 38,353,49 37,728,62 628,43: 38,357,05

Pro forma adjusted weighted average shares outstgrizhsic and diluted, as of January 30, 2011May 1, 2011 includes an additional
628,431 shares. These additional shares outstangfingsent shares of common stock issued at $pe0ghare to redeem the Series A
redeemable preferred stock.
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Our Series A redeemable preferred stock was issad2ecember 15, 2004 with a mandatory redemptioa ujgon the earlier of a public
offering or December 15, 2011. Annual redemptiolu@accretion and accretion of the debt discoumirazgluded in interest expense on our
consolidated statements of operations and conderseblidated statements of operations. Pro foneaést expense, net income, and net
income per share give effect to our redemptiorhefSeries A redeemable preferred stock as if seddnption had occurred on February 1,
2010, and reflect the elimination of approximat®®/1 million and $0.6 million of interest expena#,of which was non-deductible for income
tax purposes, in fiscal 2010 and in the thirteeekgeended May 1, 2011, respectively. See Note énii@on and Preferred Stock,” in our
consolidated financial statements and Note 4, “Comand Preferred Stock,” in our condensed congelitifinancial statements.

Pro Forma Consolidated Balance Sheet Data:

May 1, 2011
Pro forma Pro forma
Actual adjustments adjusted
(unaudited) (unaudited) (unaudited)

(dollars in thousands)
Series A Redeemable Preferred Stock, $.0001 paeyaD,683,333 shares authorized, iss
and outstandin $ 13,59: $ (13,59) $ —
Class B Redeemable Common Stock, $.00003 par Va0@00,000 shares authorized,
9,005,217 shares issued and outstanding, actuahar@s authorized, no shares issued and
outstanding, pro form 87,25: (87,259 —
Stockholder’ deficit
Class A Common Stock, $.00003 par value; 50,000sb@0es authorized, 27,7442
shares issued and outstanding, actual; no shawesdisand outstanding, pro fori 1 (@H)] —
Common Stock, $.00003 par value; no shares au#thrim shares issued and
outstanding, actual; 100,000,000 shares author&&8,77,891 shares issued and

outstanding, pro form: — 1 1
Additional paic-in capital — 100,84 100,84
Accumulated defici (57,62) — (57,62

Total stockholder (deficit) equity $(57,626 $100,84: $ 43,21¢

The Series A redeemable preferred stock is lissegl la@bility on our consolidated balance sheets@mdensed consolidated balance
sheets due to its mandatory redemption feature Skmies A redeemable preferred stock had an otigid@mption value of approximately
$10.7 million with annual accretion at a rate of.5Plie cumulative annual accretion of the redemptine will be forgiven at the redemption
date if we achieve certain targets. Pro forma Sekieedeemable preferred stock gives effect tag¢demption of the Series A redeemable
preferred stock as if such redemption had occusrelay 1, 2011 and assumes that the Company achibedargets in order for the
cumulative annual accretion of redemption valubddorgiven, resulting in an effective redempti@iue of $10.7 million and a reclassificat
of the cumulative annual accretion of redemptioluedo additional paid-in capital within stockhotdeequity. See Note 6, “Common and
Preferred Stock,” in our consolidated financiatestaents and Note 4, “Common and Preferred Stookgur condensed consolidated financial
statements.

Because the Class B redeemable common stock isciubjredemption at the option of the holder frama after December 15, 2011 at a
redemption price equal to the aggregate fair vafube shares being redeemed, the Class B redeemaiimon stock is classified on our
consolidated balance sheets and condensed coriedlisialance sheets as temporary equity, ratherstioakholders’ equity, with adjustments
to its fair value made at each reporting date. @ustanding shares of Class B redeemable commok &fiti be automatically converted into
an equivalent number of shares of our Class A Comstack upon the consummation of this offering. férma Class B redeemable common
stock at May 1, 2011 gives effect to the automedicversion of the Class B redeemable common staokdlass A common stock, the
corresponding reclassification of
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temporary equity into additional paid-in capitathin stockholders’ equity, and the reclassificatidrall of our Class A common stock into
common stock as if such events had occurred onMa@11. See Note 6, “Common and Preferred Stauiq’Note 7, “Fair Value
Measurements,” in our consolidated financial st&ei® and Note 4, “Common and Preferred Stock, Uinaondensed consolidated financial
statements.

Pro forma total stockholdersquity at May 1, 2011 gives effect to the recefgproceeds from this offering sufficient to rede#ma Serie
A redeemable preferred stock, the redemption oBiirges A redeemable preferred stock, the converdithe Class B redeemable common
stock into Class A common stock, the reclassificatf the aggregate fair value of the Class B rewdse common stock from temporary
equity into additional paid-in capital within stdeiders’ equity, the reclassification of the cuntivia annual accretion of redemption value to
additional paid-in capital within stockholders’ éguand the resulting change from total stockhadtideficit to total stockholders’ equity, all as
described above, as if such events had occurréddiagnl, 2011. See Note 6, “Common and PreferredkStat our consolidated financial
statements and Note 4, “Common and Preferred Stincihe condensed consolidated financial statement
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following tables set forth selected consoliddirancial and other data for the periods andhatdates indicated. The consolidated
statement of operations and cash flows data fofithal years ended February 1, 2009, January@lQ 2nd January 30, 2011 and selected
consolidated balance sheet data as of January30,ghd January 30, 2011 are derived from our edidibnsolidated financial statements
included elsewhere in this prospectus. The conatadistatement of operations and cash flows dathédiscal year ended February 3, 2008
and selected consolidated balance sheet dataFebofary 3, 2008 and February 1, 2009 are deringed dbur audited consolidated financial
statements not included elsewhere in this prospet@tie consolidated statement of operations arfufé@ass data for the fiscal year ended
January 28, 2007 and selected consolidated batdrest data as of January 28, 2007 are deriveddrormnaudited consolidated financial
statements not included elsewhere in this prospet@tue consolidated statement of operations artdftass data for the thirteen weeks ended
May 2, 2010 and May 1, 2011 and consolidated balaheet data as of May 1, 2011 have been derivaddur unaudited condensed
consolidated financial statements appearing elsemwihehis prospectus. The historical results preessbelow are not necessarily indicative of
the results to be expected for any future periozl ¥hould read this selected consolidated finamlzitd in conjunction with the consolidated
and condensed consolidated financial statementsedaiéd notes and the information under “Manageata@iscussion and Analysis of
Financial Condition and Results of Operations” apey elsewhere in this prospectus.

Thirteen Weeks
Fiscal Year Ended Ended
February 1, January 31 January 30

January 28, February 3,

May 2, May 1,
2007 2008 2009 2010 2011 2010 2011
(unaudited) (unaudited)
(dollars in thousands, except per share and storeath)
Consolidated Statement of Operations Datg
Net sales $ 33,76« $ 47,20 $ 63,861 $ 90,26: $124,70. $25,77: $34,93¢
Cost of goods sold (exclusive of depreciation shov
separately below 15,93( 19,977 27,19: 36,43¢ 46,27¢ 10,02: 12,45!
Gross profil 17,83 27,23 36,66¢ 53,821 78,42¢ 15,75: 22,48¢
Selling, general and administrative expe 16,49 22,23 29,24 38,14 50,57 10,80( 14,75¢
Depreciation and amortization expel 1,512 2,022 2,66¢€ 3,48¢ 4,361 973 1,27¢
Income (loss) from operatiol (A7%) 2,97 4,76( 12,19¢ 23,49 3,97¢ 6,45¢
Interest expense, net 1,27¢ 1,597 2,061 2,43¢ 2,58¢ 628 68¢
Income (loss) before income tax (1,44 1,38t 2,69¢ 9,761 20,90¢ 3,35¢ 5,76
Provision (benefit) for income taxes (103) 1,007 1,502 4,47( 8,90¢ 1,42¢ 2,44¢
Net income (loss $ (1345 $ 37¢ $ 1197 $ 5291 ¢$ 12,000 $1927 §$ 3,32
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Net income
(loss) per
share:

Basic (1)
Diluted (1.

Weighted
average
shares
outstanding

Basic (1)
Diluted (1,

Pro Forma
Consolidatec
Statement of
Operations
Data
(unaudited):

Pro forma interest expense, net

Fiscal Year Ended

Thirteen Weeks Ended

Pro forma net incom

Pro forma net income per sh—Basic

January 28, February 3, February 1, January 31, January 30, May 2, May 1,
2007 2008 2009 2010 2011 2010 2011
(unaudited) (unaudited)
(dollars in thousands, except per share and storeath)
$ 0.0 % 001 % 00 % 014  $ 0.3¢ 008  $ 0.0¢
$ (0.09) $ 0.01 $ 0.0z $ 0.14 $ 0.3 0.0t $ 0.0¢
36,701,88 36,749,46 36,749,46 36,749,46 36,749,46 36,749,46 36,749,46
36,701,88 36,750,64 37,095,30 37,322,19 37,725,06 37,471,93 37,728,62
$ 44C $ 90
14,14¢ 3,92:
0.3¢ 0.1C
$ 0.37 $ 0.1C

Pro forma net income per sh—Diluted
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Thirteen
Fiscal Year Ended Weeks Ended
January 28, February 3, February 1, January 31, January 30
May 2, May 1,
2007 2008 2009 2010 2011 2010 2011
(unaudited) (unaudited)
(dollars in thousands, except per share and storeath)
Consolidated Balance Sheet Dat
(end of period):
Cash and cash equivale $ 1,07C $ 761 $ 1,16¢ $ 1,31 $ 7,901 $ 3,74(
Total asset 22,18t 25,53t 35,35 41,765 64,12¢ 65,80z
Series A redeemable preferred
stock (2) 6,31¢ 7,56¢ 9,05¢ 10,84¢ 12,99: 13,59!
Total debi 1,413 87t 5,53t 1,25(C 1,00( 1,00
Class B redeemable common st 10,06¢ 12,16( 15,80¢ 21,88¢ 81,40: 87,25:
Total stockholder deficit (3) $ (3,27¢) $ (4,847 $ (7,08¢) $ (7,706 $ (55,059 $(57,62¢)
Pro Forma Balance Sheet Dati
(end of period) (unaudited):
Series A redeemable preferred stock $ —
Class B redeemable common stock —
Total stockholder equity (4) $ 43,21¢
Consolidated Statement of Casl
Flows Data:
Net cash provided by (used ii
Operating activitie: $ 2,38¢ $ 3,76% $ 4,951 $ 11,07 $ 19,39° $ (329 $ 1,147
Investing activities (5,289 (3,529 (8,799 (6,640 (22,56() (2,346 (5,05€6)
Financing activitie: 881 (547 4,25¢ (4,285 (250 2,51 (247
Increase (decrease) in cash and «
equivalents $ (2,029 $ (307 $ 407 $  14¢ $ 6,58i $ (169) $ (4,16))
Store Data (unaudited):
Number of stores at end of peri 47 59 87 10¢€ 14€ 11¢€ 161
Comparable store sales growth
period (5) 3.7% 8.4% 3.C% 6.9% 8.7% 15.7% 6.C%
Average net sales per comparable
store (in thousands) (i $ 802 $ 77t $ 78¢ $ 80¢ $ 862 $ 20¢ $ 21z
Gross square footage at end of period
(in thousands 43 54 77 95 13C 10t 14t
Sales per gross square foot $ 86¢ $ 86C $ 86€ $ 93¢ $ 994 $ 22¢ $ 231

(1) Netincome per share and weighted average shatgsoding data for the fiscal year ended Februa®088 are unaudite

(2) Our Series A redeemable preferred stock waséssn December 15, 2004 with a mandatory redempiéde upon the earlier of a public offering or Braber 15, 2011. The Series A
redeemable preferred stock had an original redemptilue of approximately $10.7 million with annaaktretion at a rate of 5%. The cumulative anncellegion of the redemption
value will be forgiven at the redemption date if aghieve certain targets. The Series A redeemabferped stock is listed as a liability on our colitated balance sheets and
condensed consolidated balance sheets due tornidateay redemption feature. Annual redemption valceretion and accretion of debt discount are ohedlin interest expense on our
consolidated statements of operations and condexselidated statements of operations. Pro fonteaést expense, net income, and net income pez ghee effect to our
redemption of the Series A redeemable preferrezksts if such redemption had occurred on FebruaP10, and reflect the elimination of approximgi®2.1 million of interest
expense in fiscal 2010 and approximately $0.6 amililuring the thirteen weeks ended May 1, 201Xgfalthich was non-deductible, for income tax pugmdro forma Series A
redeemable preferred stock at May 1, 2011 givescefb our redemption of the Series A redeemalséemed stock as if such redemption had occurrellay 1, 2011 and assumes 1
we achieved the targets in order for the cumulaiveual accretion of redemption value to be fongjwesulting in an effective redemption value o®#1million and a reclassification
of the cumulative annual accretion of redemptioluedo additional paid-in capital within stockhotdeequity. See Note 6, “Common and Preferred Stackour consolidated financi
statements and Note “Common and Preferred Sto” in our condensed consolidated statements of opesa

(3) Because the Class B redeemable common staekject to redemption at the option of the holdemfand after December 15, 2011 at a redempti@e jgqual to the aggregate fair
value of the shares being redeemed, the Classé@meable common stock is classified
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4)

®)

(6)

@)

our consolidated balance sheets and condensedliciatsd balance sheets as temporary equity, rétlaerstockholders’ equity, with adjustments tdais value made at each reporting
date. The increase in total stockholders’ defimnf January 28, 2007 to May 1, 2011 reflects ticeemse in accumulated deficit that results frora thassification of our Class B
redeemable common stock. Our outstanding shar€tas$ B redeemable common stock will be automdyicahverted into an equivalent number of sharesunfClass A Common
stock upon the consummation of this offering. Rnorfa Class B redeemable common stock at May 1, givesk effect to the automatic conversion of thasSIB redeemable common
stock into Class A common stock, the correspondiatassification of temporary equity into additibpaid-in capital within stockholders’ equity, atité reclassification of all of our
Class A common stock into common stock as if swemnts had occurred on May 1, 2011. See Note 6, ‘f@omand Preferred Stock,” and Note 7, “Fair ValueaBurements,” in our
consolidated financial statements and Not*Common and Preferred Sto” in our condensed consolidated financial statem:

Pro forma total stockholders’ equity at May2011 gives effect to the receipt of proceeds frbim ¢ffering sufficient to redeem the Series A edable preferred stock, the redemption
of the Series A redeemable preferred stock, thearsion of the Class B redeemable common stockGaes A common stock, the reclassification ofabgregate fair value of the
Class B redeemable common stock from temporantye@io additional paid-in capital within stockheld’ equity, the reclassification of the cumulative a@raccretion of redemptic
value to additional paid-in capital within stocktiets’ equity and the resulting change from totatkholders’ deficit to total stockholders’ equitfl as described in notes (1) and (2)
above, as if such events had occurred on May 11.284e Note 6, “Common and Preferred Stock,” incasolidated financial statements and Note 4, “@omand Preferred Stock,”
in our condensed consolidated financial statem:

Comparable store sales include company-owrmeésthat have been open for at least 15 full fiseanths. Comparability is typically achieved 12ntiws after the initial three-month
period from opening during which new stores tygicakperience higher-than-average sales volumes.nTénner in which we calculate comparable stoessaky be different from
how other specialty retailers calculate comparabtsame store” sales. Accordingly, data regardingcomparable store sales may not be comparaiienttarly titled data made
available from other retailer

Average net sales per comparable store is ledzliby dividing total sales per period for stoopen 15 full fiscal months or more as of the beijig of each respective period by the
total number of such stores. This methodology ededuthe effects of the initial thi-month period of high-thar-average sales volume

Sales per gross square foot is calculated \adidg total net sales for all stores, comparallé mon-comparable, by the average gross squaragedor the period. Average gross
square footage for the period is calculated bydiligj the sum of the total gross square footagkeabeginning and at the end of each period by
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion togethién #6elected Consolidated Financial and Other Datand the consolidated financi
statements and related notes included elsewhetasprospectus. The statements in this discussigarding expectations of our future
performance, liquidity and capital resources andestnor-historical statements are forward-looking statemseihese forward-looking
statements are subject to numerous risks and uasioées, including, but not limited to, the riskscauncertainties described in “Risk Factors”
and “Forward-Looking Statements.” Our actual resuthay differ materially from those contained inraplied by any forward-looking
statements.

We operate on a fiscal calendar widely used inr#tail industry that results in a given fiscal yeaonsisting of a 52- or 53-week period
ending on the Sunday closest to January 31 ofdf@xfing year. For example, references to “fisc@ll®” refer to the fiscal year ended
January 30, 2011. Fiscal 2008, fiscal 2009 anddist010 each consist of -week periods.

Overview

Teavana is a rapidly growing specialty retaileedfig more than 100 varieties of premium lotesz-teas, authentic artisanal teawares
other tea-related merchandise. We believe we azebthe world’s largest branded, multi-channelcigléy tea retailers. We offer our products
through 161 compangwned stores in 35 states and 19 franchised spoirasrily in Mexico, as well as through our websitevw.teavana.cor

Teavana was founded in 1997 by our Chairman andf@hiecutive Officer, Andrew Mack, and his wife, ity Mack, who were inspire
by their international travels and passion for tad2004 we partnered with Parallel Investmentiad to obtain equity capital, strategic advice
and other resources to support our acceleratedtignolans. With our business momentum and exparetemlirces we were able to attract an
experienced senior management team that has legtowth to date and has set the foundation to éremur growth strategy going forward.

We have experienced rapid sales and profit growtingd the last five years. We increased our satas $33.8 million in fiscal 2006 to
$124.7 million in fiscal 2010, representing a 38.68mpound annual growth rate. Over that same pewednore than tripled our store base
from 47 stores to 146 stores. In fiscal 2010, @esgrew 38.2% over fiscal 2009, while our combkeratore sales increased 8.7%. Our net
income was $12.0 million in fiscal 2010, represeqi® 126.9% growth rate over fiscal 2009. In fi2@10, our stores averaged sales per gross
square foot of approximately $1,000, which we haies higher than most specialty retail storehsWnited States based upon publicly
available information.

We intend to continue our profitable growth in theure. We believe there is a significant opportyihd expand our store base in the
United States from 161 locations to at least 50€est having already identified the malls, lifestgkenters and other high-sales-volume retalil
venues that are suitable locations in which to opeswvana stores. As of May 1, 2011, we have exddasse agreements for the opening of 41
stores in fiscal 2011 and three stores in fiscA2@Ve have not executed lease agreements foethaiming store locations we need to reach
our expansion target of at least 500 stores. We tol@pen approximately 50 stores in fiscal 20htl(iding 15 stores opened in the first
guarter), 60 stores in fiscal 2012 and to expariD stores by 2015. We expect to continue to dsiwecomparable store sales by increasing
the size and frequency of purchases by our existustpmers and attracting new customers. We irtieedpand our online presence, which
believe is an extension of our brand and retaiestthat allows us to reach new and existing custsrand build brand awareness in locations
where we currently do not have stores. We expeicici@ase our operating margins through the coation of our sales mix shift away from
tea-related merchandise towards higher margin ieedeteas that our stores generally experienchesrhature. We also intend to leverage
corporate and other fixed costs and capture gr@sgimbenefits from our growing scale with sup@idfinally, given the worldwide populari
of tea, we will selectively pursue internationaparsion, which we believe represents a compellpmpdunity for additional growth over the
long term.
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We have a proven and highly profitable store meéldal has produced consistent financial resultsrandns. We seek to open stores in
locations that reinforce the premium image of awanid by targeting high traffic locations within dsallifestyle centers and other high-sales-
volume retail venues. All of our stores were paifle in fiscal 2010 and new stores have histosicaleraged a payback period of less than one
and a half years. Our current store base is batbacess all four regions of the country, with eegion producing results in line with the
company average. As we continue to expand our btase, we will target an increasing number of sirgpmalls with lower average sales per
square foot than the malls in which we currently lacated. As a result, our new store model argtieip a target store size of 900 to
1,000 square feet that achieves annual sales & @80 to $700,000 in the first year of operatiohjak is below the historical average for our
new stores. Our new store model also assumes aagaveew store investment of approximately $200{60%250,000. Our new store
investment includes our store buildout (net of ter@lowances), inventory and cash pre-openingscé8e anticipate our new store investment
under our new store model will be lower than owstdrical average for new stores given that ourayebuildout cost per new store has
decreased and our average tenant allowance pestoesvhas increased in recent years. We targetexrage payback period of approximately
18 months on our new store investment.

Given that we forecast the number of stores thabpen each year to become a smaller percentage ekasting store base, first-year
sales to be lower than we have historically expeee, and comparable store sales to grow at lesshistorical rates, we anticipate that our
future sales growth will be at less than historleakls. Similarly, although we expect our opergtinargins and our leverage of corporate and
other fixed costs to increase in the future, wécgdte that our profit margins will grow at lesgh our historical growth rate given that we
have recently completed initiatives, such as stgfur supply chain from wholesalers to direct sig, that have driven significant margin
gains that have already largely been realized.

Our planned store expansion will place increasedeashels on our operational, managerial, adminiseadivd other resources. Managing
our growth effectively will require us to continteenhance our store management systems, finamdainanagement controls and informa
systems and to hire, train and retain store manageand store support center personnel.

We have recently invested capital to continue ligdhe infrastructure necessary to support owréugrowth, and we expect to incur
additional capital expenditures related to expamsioour infrastructure in future periods. In fis2810, we relocated and significantly
expanded our store support center. We have idedtifie need to expand our distribution center @@pto support our near-term growth. We
have signed commitments to expand our distributemter, for a modest capital outlay, in three sateaphases during fiscal 2011 and fiscal
2012 to support our planned growth through thé fjterter of fiscal 2013. We have considerable ggpee expanding our distribution center,
having completed similar expansions successfulfiszal 2009 and fiscal 2010. Further, we have césioned a study to assess our long-term
distribution needs and determine the most efficirattegy to satisfy those needs, which could ohelilne addition of a second distribution
center in another region of the United States. {itheng and amount of investments in our infrastauetcould affect the comparability of our
results of operations in future periods.

How We Assess the Performance of Our Business

In assessing the performance of our business anprogress against our growth strategy, we consideriety of performance and
financial measures. The key measures that weaitiizvaluate the performance of our businesstamexecution of our strategy are set forth
below:

Net Sales

Net sales constitute gross sales net of any readsliscounts. Net sales consist of sales fronmpepable stores and non-comparable
stores, and other sales.
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The specialty retail industry is cyclical, and cegsently our net sales are affected by generalaoanconditions. Purchases of premium
loose-leaf tea and tea-related merchandise camjb&cied by a number of factors that influence évels of consumer spending, including
economic conditions and the level of disposablesaarer income, consumer debt, interest rates anglioer confidence.

Our business is also seasonal and as a resultetseles fluctuate from quarter to quarter. Nkgtssare traditionally highest in the fourth
fiscal quarter, which includes the holiday salesqeedue to holiday purchases from Thanksgivingtigh the end of December, and tend to be
lowest in the second and third fiscal quarters.

Comparable store sale§€.omparable store sales include net sales frontabs that have been open for at least 15 fulafiswonths, as i
our experience our new stores generally open withdr than average sales volumes in the initial tr®following their opening. This trend
usually extends for a period of at least three mm&rénd comparability is typically achieved 12 nisrafter the initial three-month period from
the date of opening. There may be variations instag in which certain other specialty retailerscoédte comparable or “same store” sales. As
a result, data in this prospectus regarding ourpaoable store sales may not be comparable to siyniided data made available from other
retailers.

Measuring the change in year-over-year compardble sales allows us to evaluate how our store isgserforming. Various factors

affect comparable store sales, including:

e consumer preference, buying and economic tre

» our ability to anticipate and respond effectivalyconsumer preference, buying and economic tre

» our ability to provide a product offering that gesttes new and repeat visits to our sto

» the customer experience we provide in our stc

» the level of traffic near our locations in the shimg malls and centers in which we oper:

» the number of customer transactions and the aveiegs in our stores

» the pricing of our teas and -related merchandis

» the length of time of individual store operatio

e our ability to obtain and distribute products effittly;

» our opening of new stores in the vicinity of ouisting stores; an

» the opening or closing of competitor stores inwtoénity of our stores

Adverse economic conditions in fiscal 2008 andiibginning of fiscal 2009 resulted in slightly lowamparable store sales growth than
in prior periods due to decreased levels of conswpending, disposable income and confidence. &tleced growth in comparable store sales
in fiscal 2008 and fiscal 2009 was offset by owwgih in non-comparable store sales resulting ial tedles growth in fiscal 2008 and fiscal
2009 consistent with prior years. Improved economoieditions in fiscal 2010 helped drive an increiaseur comparable store sales growth in
fiscal 2010. We do not anticipate economic condgio the immediate future to have a significanpaet, positively or negatively, on our
growth.

Non-comparable store saledon-comparable store sales include sales fromstweincluded in comparable store sales. As wsyaur
our growth strategy, we expect that a significatpntage of our net sales increase will contioumtne from non-comparable store sales.
Accordingly, non-comparable store sales is an addit key measure we use to assess the success gifawvth strategy.

Other salesOther sales include sales through our website atwemvana.com, sales related to our franchisedatipas, gift card
breakage revenue and, through the end of fiscd),20holesale and e-commerce
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sales of teas and merchandise under the brand 8patalTeas (we ceased selling under the Specabraad name on January 30, 2011).
Sales related to our franchised operations coaoEistitial franchise fees received in connectioithwnewly franchised stores which are
recognized as revenue when the obligations uneeretlated franchise agreement are met; continuipglty fees; wholesale sales of our teas
and tea-related merchandise to franchise storelsreanognition of deferred revenue related to thitgalrdevelopment fee paid at inception by
our Mexican partner.

Gross Profit

Gross profit is equal to our net sales minus ost cbgoods sold. Gross margin is gross profit peraentage of our net sales. Cost of
goods sold includes the direct costs of our pragjdotight and shipping costs, distribution cewrests and occupancy costs for stores in
operation. The components of cost of goods sold me&ype comparable to those of other retailers.

Our cost of goods sold is substantially higherighbr-volume quarters because cost of goods saidrgly increases as net sales
increases. Changes in the product mix of sale$, aschifts in the proportion of tea to merchandaes, may also impact our overall gross
margin. As our stores mature they have historicagerienced a sales mix shift away from tea-rdlaterchandise towards higher margin
loose-leaf teas, increasing overall gross margingeneral, this trend is the result of the evolutin our customers’ buying patterns as they
graduate from purchases with a greater focus oghmedise with which to prepare and enjoy tea towé@hsactions centered more on
replenishing their favorite teas and experimentiity new blends.

Selling, General and Administrative Expense

Selling, general and administrative expense canpistnarily of store operating expenses, storegpening expenses and other
administrative expenses. Store operating expemsageaerally the largest component of selling, garend administrative expense and consist
of all store expenses other than occupancy-retadsts (which are included in cost of goods solthreSpre-opening costs are expensed as
incurred and represent the costs at a store it bpening date including occupancy, payroll attter operating costs. Other administrative
expenses include professional fees, travel costsipancy and payroll costs (both cash and stock&el)der our store support center and other
administrative expenses.

Selling, general and administrative expense tylyicies not vary proportionally with net salestie same degree as our cost of goods
sold. Accordingly, this expense as a percentagalek is usually higher in lower-volume quarterd lver in higher-volume quarters. We
expect that our selling, general and administragixgense will increase in future periods as wecsigkdy add to our corporate and store sug
functions to support continuing growth and, to ssr extent, to cover additional legal, accountimgyrance and other regulatory costs as a
result of being a public company. The componentsetiing, general and administrative expense maypacomparable to those of other
retailers.

Depreciation and Amortization Expense

Depreciation and amortization expense consistsgsiiynof depreciation of our leasehold improvemeants equipment and to a lesser
extent, amortization of our finite-lived assets. Wipect that depreciation expense will continumtoease as we open more stores.
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Results of Operations
The following tables summarize key components afreaults of operations for the periods indicated:

Fiscal Year Ended Thirteen Weeks Ended
February 1, 200¢ January 31, 201( January 30, 201 May 2, 201( May 1, 201!
(unaudited)

(dollars in thousands, except store data)
Consolidated Statement of Operation:

Data:
Net sales $ 63,86 $ 90,26: $ 124,70 $ 25,77 $ 34,93¢
Cost of goods sold (exclusive of depreciati

shown separately belo 27,19¢ 36,43¢ 46,27¢ 10,02: 12,45!
Gross profil 36,66¢ 53,821 78,42¢ 15,75: 22,48¢
Selling, general and administrative expe 29,24: 38,14: 50,571 10,80( 14,75¢
Depreciation and amortization expense 2,66¢ 3,48¢ 4,361 973 1,27¢
Income from operation 4,76( 12,19¢ 23,49« 3,97¢ 6,45¢€
Interest expense, n 2,061 2,43 2,58¢ 622 68¢
Income before income tax 2,69¢ 9,761 20,90¢ 3,35¢ 5,767
Provision for income taxes 1,502 4,47( 8,90¢ 1,42¢ 2,444
Net income $ 1,197 $ 5,291 $ 12,00 $ 1,92i $ 3,328
Percentage of Net Sales
Net sales 100.(% 100.(% 100.(% 100.(% 100.(%
Cost of goods sold 42.6% 40.4% 37.1% 38.€% 35.€%
Gross profil 57.4% 59.€% 62.€% 61.1% 64.4%
Selling, general and administrative expe 45.7% 42.2% 40.€% 41.% 42.2%
Depreciation and amortization expense 4.2% 3.5% 3.5% 3.8% 3.7%
Income from operatior 7.5% 13.5% 18.€% 15.2% 18.5%
Interest expense, net 3.2% 2.7% 2.1% 2.4% 2.C%
Income before income tax 4.3% 10.8% 16.8% 13.(% 16.5%
Provision for income taxe 2.4% 4.5% 7.1% 5.5% 7.C%
Net income 1.9% 5.%0% 9.€% 7.50% 9.504
Store Data (unaudited):
Number of stores at end of peri 87 10¢€ 14€ 11¢€ 161
Comparable store sales growth for period 3.C% 6.%% 8.7% 15.7% 6.C%
Average net sales per comparable store (in

thousands) (2 $ 783 $ 80¢ $ 862 $ 20¢ $ 213
Gross square footage at end of period (in

thousands 77 95 13C 10& 14&
Sales per gross square foot $ 86€ $ 93¢t $ 994 $ 22¢ $ 231

(1) Comparable store sales include company-owrmésthat have been open for at least 15 full fiseanths. Comparability is typically achieved 12ntiws after the initial three-month
period from opening during which new stores tygicakperience high-thar-average sales volume

(2) Average net sales per comparable store is leadzliby dividing total sales per period for stonpen 15 full fiscal months or more as of the beijig of each respective period by the
total number of such stores. This methodology ededuthe effects of the initial thi-month period of high-thar-average sales volume

(3) Sales per gross square foot is calculated \ididg total net sales for all stores, comparalolé mon-comparable, by the average gross squaragedor the period. Average gross
square footage for the period is calculated byditig the sum of the total gross square footagheabeginning and at the end of each period by
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The approximate percentages of net sales derioad dur product categories was as follows:

Fiscal Year Ended Thirteen Weeks Ended
Februarz 1, 200¢ January 31, 201 January 30, 201! May 2, 201( May 1, 2017
Product Categories
(unaudited):

Tea 51% 54% 56% 538% 60%
Merchandise 44% 42% 40% 36% 36%
Beverage 5% 4% 4% 5% 4%

10C% 10C(% 10C% 10C(% 10C%

Thirteen Weeks Ended May 1, 2011 Compared to Enmitéeeks Ended May 2, 2010
Net Sales

Net sales increased by 35.6%, or $9.2 million,34.8 million in the thirteen weeks ended May 1, 2&bm $25.7 million in the thirteen
weeks ended May 2, 2010, resulting from $7.6 niiliio non-comparable store sales, a $1.3 milliomgase in comparable store sales and a
$0.3 million increase in other sales.

Non-comparable store sales were $7.6 million in theebn weeks ended May 1, 2011 due to sales frosid8s that were not open a:
January 30, 2011 and therefore had not yet becom@arable stores in the thirteen weeks ended Ma91). There were 53 non-comparable
stores as of May 1, 2011 compared to 33 as of M&p20.

Comparable store sales increased by 6.0%, or $illiBmin the thirteen weeks ended May 1, 2011 tlua 7.7% increase in the average
transaction size at our comparable stores partidlet by a 1.7% decrease in the number of traimsecdriven partially by our continued de-
emphasis of the beverage product category. Transagize at our comparable stores increased tarf8ie thirteen weeks ended May 1, 2011
from $34 in the thirteen weeks ended May 2, 201@&r& were 108 comparable stores open as of May11, @mpared to 85 as of May 2,
2010.

Other sales increased by $0.3 million in the tleinteveeks ended May 1, 2011 due primarily to are@ee of $0.9 million in e-commerce
sales partially offset by a decrease of $0.6 nmillioother sales driven by the elimination of thpe8alTeas brand at the end of fiscal 2010.

Gross Profit

Gross profit increased by 42.8%, or $6.7 millian$22.5 million in the thirteen weeks ended Ma2d11 from $15.8 million in the
thirteen weeks ended May 2, 2010. Gross margireaszd to 64.4% in the thirteen weeks ended Ma@11 fom 61.1% in the thirteen weeks
ended May 2, 2010, due to an increase in produngimaprimarily in our merchandise category, as &glto the sales mix shift from
merchandise towards higher-margin tea that ouestgenerally experience as they mature.

Selling, General and Administrative Expense

Selling, general and administrative expense inetéy 36.6%, or $4.0 million, to $14.8 million imetthirteen weeks ended May 1, 2011
from $10.8 million in the thirteen weeks ended Nay010. As a percentage of net sales, sellingergéand administrative expense increased
to 42.2% in the thirteen weeks ended May 1, 206t fd1.9% in the thirteen weeks ended May 2, 2010.

Store operating expenses increased by 39.3%, 8miflion, in the thirteen weeks ended May 1, 2@di# primarily to the operation of
161 stores as of this date as compared to the tigref 118 stores as of May 2, 2010. As a perggnts net sales, store operating expenses
increased to 28.8% in the thirteen weeks ended Ma911 from 28.0% in the thirteen weeks ended Ra&3010 due primarily to net sales
from stores comprising a larger percentage of otal het sales driven by the elimination of the Ggl&eas brand at the end of fiscal 2010.
Store operating expenses as a percentage of pstfeain stores remained relatively flat in thetden weeks ended May 1, 2011 compared to
the thirteen weeks ended May 2, 2010.
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Store pre-opening expenses increased by 39.198.2mfillion, in the thirteen weeks ended May 1, P@le primarily to the timing of
the opening of 15 new stores in the thirteen weskied May 1, 2011 compared to the timing of opedidhgew stores in the thirteen weeks
ended May 2, 2010. As a percentage of net sala® pte-opening expenses increased to 2.0% irhitiedn weeks ended May 1, 2011 from
1.9% in the thirteen weeks ended May 2, 2010.

Other administrative expenses increased by 30.0%0.8 million, in the thirteen weeks ended MagQ11 due primarily to the increas
cost to support 161 stores in this period comptoeld 8 stores in the thirteen weeks ended May 20 2@cluding an increase in occupancy
expense attributable to the relocation and expardi@ur store support center in the third and ttofiscal quarters of 2010. As a percentage of
net sales, other administrative expenses decréaded5% in the thirteen weeks ended May 1, 20@tft2.0% in the thirteen weeks ended
May 2, 2010.

Depreciation and Amortization Expense

Depreciation and amortization expense increase2Di26, or $0.3 million, to $1.3 million in the ttéen weeks ended May 1, 2011 from
$1.0 million in the thirteen weeks ended May 2,@@lie primarily to capital expenditures of $15.3iom incurred in the fifty-two weeks
ended May 1, 2011 to build new stores and, to selesxtent, for leasehold improvements at our rteve support center. As a percentage o
sales, depreciation and amortization expense desilda 3.7% in the thirteen weeks ended May 1, 2@ii 3.8% in the thirteen weeks ended
May 2, 2010.

Interest Expense, Net

Interest expense, net increased by 10.6%, or $Dlibmto $0.7 million in the thirteen weeks endigidy 1, 2011 from $0.6 million in the
thirteen weeks ended May 2, 2010 due primarilyrténarease in accretion of our Series A redeemaitderred stock. The Series A redeem
preferred stock will be redeemed upon the consummaf this offering. Interest incurred from ouwvodving credit facility remained relatively
flat period over period.

Provision for Income Taxes

Our provision for income taxes increased by 71.6841.0 million, to $2.4 million in the thirteen wles ended May 1, 2011 from $1.4
million in the thirteen weeks ended May 2, 2010e Ticrease in our provision for income taxes was ghimarily to an increase of $2.4 milli
in our income before income taxes. Our effectivertdes were 42.4% and 42.6% for the thirteen weekied May 1, 2011 and May 2, 2010,
respectively. Our effective tax rate decreasedsligiue primarily to non-deductible accretion tethto our Series A redeemable preferred
stock representing a lower percentage of our incbefiere income taxes in the thirteen weeks endegd M2011 as compared to the thirteen
weeks ended May 2, 2010. The Series A redeemablerped stock will be redeemed upon the consummatichis offering and will not
impact our effective tax rate subsequent to thisrirfg.

Net Income

As a result of the foregoing, net income increasgd2.4%, or $1.4 million, to $3.3 million in theitteen weeks ended May 1, 2011 from
$1.9 million in the thirteen weeks ended May 2,20det income as a percentage of net sales inaé¢a$:5% in the thirteen weeks ended
May 1, 2011 from 7.5% in the thirteen weeks endexy I, 2010.
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Fiscal 2010 Compared to Fiscal 20
Net Sales

Net sales increased by 38.2%, or $34.4 millior124.7 million in fiscal 2010 from $90.3 million fiscal 2009, resulting from $24.8
million in non-comparable store sales, a $6.5 oillincrease in comparable store sales and a $8idmincrease in other sales.

Non-comparable store sales were $24.8 millionsndi 2010 due to sales from 38 new stores that marepen in fiscal 2009 and sales
from three stores that were opened in the lasetfiseal months of fiscal 2009 and therefore hadyebbecome comparable stores in fiscal
2010. There were 41 non-comparable stores as abdaB0, 2011 compared to 31 as of January 31,.2010

Comparable store sales increased by 8.7%, or $flibrmin fiscal 2010 due to an 8.1% increaselia average transaction size at our
comparable stores and a 0.6% increase in the nuofiltl@msactions. Transaction size at our comparstaores increased to $36 in fiscal 2010
from $33 in fiscal 2009. There were 105 comparabdees open as of January 30, 2011 compared te @7January 31, 2010.

Other sales increased by $3.1 million due primadlgn increase of $2.6 million in e-commerce sate$to a lesser extent, increases in
sales to and royalties from franchisees and revéoue gift-card breakage.

The increase in the tea category as a percentaget shles and the corresponding decrease in treharalise category in fiscal 2010
were due primarily to the sales mix shift towares that our stores generally experience as theyrmat

Gross Profit

Gross profit increased by 45.7%, or $24.6 millian$78.4 million in fiscal 2010 from $53.8 millian fiscal 2009. Gross margin
increased to 62.9% in fiscal 2010 from 59.6% indl2009, due primarily to the sales mix shift framerchandise towards higher-margin tea
that our stores generally experience as they mafineimprovement in gross margin was also driveatincrease in product margins
primarily in our merchandise category, as well asduction of our store occupancy costs as a ptagerof net sales.

Selling, General and Administrative Expense

Selling, general and administrative expense inetay 32.6%, or $12.4 million, to $50.6 millionfiacal 2010 from $38.1 million in
fiscal 2009. As a percentage of net sales, selfjegeral and administrative expense decreased 68t fiscal 2010 from 42.2% in fiscal
20009.

Store operating expenses increased by 32.9%, émilion, in fiscal 2010 due primarily to the opdion of 146 stores as of January 30,
2011 compared to the operation of 108 stores darnfary 31, 2010. As a percentage of net salas, gperating expenses decreased to 27.3%
in fiscal 2010 from 28.3% in fiscal 2009.

Store pre-opening expenses increased by 96.098.8mfillion, in fiscal 2010 due primarily to therting of the opening of 38 new stores
in fiscal 2010 compared to the timing of the opgnifi 21 new stores in fiscal 2009. As a percentdgeet sales, store pre-opening expenses
increased to 1.3% in fiscal 2010 from 0.9% in fis2209.

Other administrative expenses increased by 27.8%3.@ million, in fiscal 2010 due primarily to tirecreased cost to support 146 stores
in fiscal 2010 compared to 108 stores in fiscal200cluding an increase in occupancy expenséattble to the relocation and expansion of
our store support center in fiscal 2010. As a paage of net sales, other administrative expenseedsed to 12.0% in fiscal 2010 from 13.
in fiscal 2009.
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Depreciation and Amortization Expense

Depreciation and amortization expense increasezbliy®s, or $0.9 million, to $4.4 million in fiscabD20 from $3.5 million in fiscal 2009.
The increase in depreciation and amortization es@evas due primarily to capital expenditures of.@Xgillion incurred in fiscal 2010 to build
new stores and, to a lesser extent, for leasehgddoivements at our new store support center. Aeeptage of net sales, depreciation and
amortization expense decreased to 3.5% in fiscH) 2@dm 3.9% in fiscal 2009.

Interest Expense, Net

Interest expense, net increased by 6.2%, or $Al@mito $2.6 million in fiscal 2010 from $2.4 rfidn in fiscal 2009 due primarily to an
increase of approximately $0.4 million in accretfoom our Series A redeemable preferred stockjgiroffset by a decrease in interest
expense of approximately $0.2 million on our revodvcredit facility due to a lower average balant®orrowings throughout fiscal 2010. The
Series A redeemable preferred stock will be redeempen the consummation of this offering.

Provision for Income Taxes

Our provision for income taxes increased by 99.@644.4 million, to $8.9 million in fiscal 2010 fno $4.5 million in fiscal 2009. The
increase in our provision for income taxes wasmhir@arily to the $11.1 million increase in our imae before income taxes. Our effective tax
rates were 42.6% and 45.8% for fiscal 2010 an@fig009, respectively. Our effective tax rate dasesl due primarily to non-deductible
accretion related to our Series A redeemable pexfestock representing a lower percentage of mane before income taxes in fiscal 2010
than in fiscal 2009. The Series A redeemable predestock will be redeemed upon the consummatighisfoffering and will not impact our
effective tax rate subsequent to this offering.

Net Income

As a result of the foregoing, net income increased26.9%, or $6.7 million, to $12.0 million in ¢al 2010 from $5.3 million in fiscal
2009. Net income as a percentage of net salesaisedeto 9.6% in fiscal 2010 from 5.9% in fiscal 200

Fiscal 2009 Compared to Fiscal 20
Net Sales

Net sales increased by 41.3%, or $26.4 millior§36.3 million in fiscal 2009 from $63.9 million fiscal 2008, resulting from $20.4
million in non-comparable store sales, a $3.5 oiillincrease in comparable store sales and a $8idmincrease in other sales.

Non-comparable store sales were $20.4 millionsodi 2009 due to sales from 21 new stores that marepen in fiscal 2008 and sales
from ten stores that were opened in the last threerths of fiscal 2008 and therefore had not yebbexrcomparable stores in fiscal 2009. TI
were 31 non-comparable stores open as of JanuaB030 compared to 34 as of February 1, 2009.

Comparable store sales increased by 6.9%, or $Bibrmin fiscal 2009 due primarily to a 13.2% nease in the average transaction size
at our comparable stores, partially offset by &&decrease in the number of transactions. Tramsasite at our comparable stores increas
$32 in fiscal 2009 compared to $29 in fiscal 20DBe number of transactions decreased primarilytdweir continued de-emphasis of the
beverage product category. There were 77 compasédnles open as of January 31, 2010 compared & 68February 1, 2009.

Other sales increased by $2.5 million due primadlgn increase of $2.2 million in e-commerce sahed; to a lesser extent, increases in
sales to and royalties from franchisees.
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The increase in the tea category as a percentaget shles and the corresponding decrease in treharelise category in fiscal 2009
were due primarily to the sales mix shift towarels that our stores generally experience as theyrmat

Gross Profit

Gross profit increased by 46.8%, or $17.2 milliem$53.8 million in fiscal 2009 from $36.7 millian fiscal 2008. Gross margin
increased to 59.6% in fiscal 2009 from 57.4% indl2008, due primarily to the sales mix shift framerchandise towards higher-margin tea
that our stores generally experience as they mafineimprovement in gross margin was also driveatincrease in product margins
primarily in our merchandise category.

Selling, General and Administrative Expense

Selling, general and administrative expense inetéy 30.4%, or $8.9 million, to $38.1 million iisdal 2009 from $29.2 million in
fiscal 2008. As a percentage of net sales, selfjegeral and administrative expense decreased28ui fiscal 2009 from 45.7% in fiscal
2008.

Store operating expenses increased by 36.6%, 8miflion, in fiscal 2009 due primarily to the opdion of 108 stores as of January 31,
2010 compared to the operation of 87 stores aglfuary 1, 2009. As a percentage of net sales sfmerating expenses decreased to 28.:
fiscal 2009 from 29.3% in fiscal 2008.

Store prespening expenses decreased by 24.9%, or $0.3 miitidiscal 2009 due primarily to the timing oftbpening of 21 new stor
in fiscal 2009 compared to the timing of the opgnifi 28 new stores in fiscal 2008. As a percentdgeet sales, store pre-opening expenses
decreased to 0.9% in fiscal 2009 from 1.8% in fi2€H8.

Other administrative expenses increased by 24.9%2.d million, in fiscal 2009 due primarily to thirecreased cost to support 108 stores
in fiscal 2009 compared to 87 stores in fiscal 2008a percentage of net sales, other administ&ipenses decreased to 13.0% in fiscal
from 14.7% in fiscal 2008.

Depreciation and Amortization Expense

Depreciation and amortization expense increase2Di26, or $0.8 million, to $3.5 million in fiscab9 from $2.7 million in fiscal 2008.
The increase in depreciation and amortization eg@aevas due primarily to capital expenditures o6$8illion incurred in fiscal 2009 to build
new stores. As a percentage of net sales, degoecetd amortization expense decreased to 3.9%dalf2009 from 4.2% in fiscal 2008.

Interest Expense, Net

Interest expense, net increased by 18.2%, or $Dlidmto $2.4 million in fiscal 2009 from $2.1 #on in fiscal 2008 due primarily to a
$0.3 million increase in accretion related to oari& A redeemable preferred stock. The Seriesléemable preferred stock will be redeemed
upon the consummation of this offering.

Provision for Income Taxes

Our provision for income taxes increased by 197.6843.0 million, to $4.5 million in fiscal 2009dm $1.5 million in fiscal 2008. The
increase in our provision for income taxes wasmhiarily to the $7.1 million increase in our incerbefore income taxes. Our effective tax
rates were 45.8% and 55.7% for fiscal 2009 anclfi2008, respectively. Our effective tax rate daseel due primarily to non-deductible
accretion related to our Series A redeemable pexfestock representing a lower percentage of mane before income taxes in fiscal 2009
than in fiscal 2008. The Series A redeemable prediestock will be redeemed upon the consummatighisfoffering and will not impact our
effective tax rate subsequent to this offering.
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Net Income

As a result of the foregoing, net income increasg&4.1 million to $5.3 million in fiscal 2009 froil.2 million in fiscal 2008. Net
income as a percentage of net sales increase8%oib.fiscal 2009 from 1.9% in fiscal 2008.

Selected Quarterly and Other Financial Data

The following table sets forth selected unauditedsolidated quarterly data for each of the fourrtgra in fiscal 2009 and 2010,
respectively, and the thirteen weeks ended May112In our opinion, the following selected unaaditonsolidated quarterly statements of
operations data have been prepared on the sansedsasie audited consolidated financial staterpalsded in this prospectus and reflect all
necessary adjustments, consisting only of normalrrang adjustments, necessary for fair presentaifdthese data. You should read this
information together with our consolidated finahsigmtements and related notes appearing elsewh#rs prospectus. Operating results for
any fiscal quarter are not necessarily indicatifzeesults for the full year. Historical results arat necessarily indicative of results to be
expected for future periods.

Fiscal 2009 Fiscal 2010 Fiscal 2011

First Second Third Fourth First Second Third Fourth First

Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

(unaudited)
(dollars in thousands, except store data)
Net sales $ 17,99 $ 17,26 $ 18,69 $ 36,31 $ 25,770 $ 2298 $ 24,74 $ 51,20( $ 34,93¢
Gross profil 10,417 9,81¢ 10,64¢ 22,94« 15,75: 13,52¢ 14,50¢ 34,63¢ 22,48¢
Income from

operations 1,05¢ 38¢ 63t 10,12 3,97¢ 1,657 1,27¢ 16,58( 6,45¢€

Net income (loss $ 26z $ (129 $ 13 $ 517t $ 1927 $ 57¢ $ 34C $ 9,157 $ 3,32t
Percentage of ne

sales:
Net sales 100.(% 100.(% 100.(% 100.(% 100.(% 100.(% 100.(% 100.(% 100.(%
Gross profil 57.% 56.€% 57.C% 63.2% 61.1% 58.%% 58.6% 67.7% 64.4%
Income from

operations 5.9% 2.2% 3.4% 27.“% 15.&% 7.2% 5.2% 32.4% 18.5%
Net income (loss 1.4% (0.7%) (0.1%) 14.2% 7.5% 2.5% 1.4% 17.% 9.5%

Selected store data
Number of stores ¢

end of perioc 92 101 107 10¢ 11¢ 12¢ 141 14¢€ 161
Comparable store

sales

growth for period (1 1.4% 5.5% 10.7% 8.7% 15.7% 6.2% 5.6% 7.5% 6.C%

(1) Comparable store sales include comj-owned stores that have been open for at leastllifisial months. Comparability is typical
achieved 12 months after the initial three-monthiqeefrom opening during which new stores generaitperience higher-than-average
sales volumes

Liquidity and Capital Resources

Our primary sources of liquidity are cash flowsnfroperations and borrowings under our amended vinptredit facility. Our primary
cash needs are for capital expenditures and wokapgal.

Capital expenditures typically vary depending o tilming of new store openings and infrastruct@eted investments. During fiscal
2011, we plan to spend approximately $16.4 milborcapital expenditures. We expect to devote apprately 80% of our capital expenditure
budget to construct and open 50 new stores andiaéma small number of existing stores approactiiagend of their lease terms, with the
remainder projected to be spent on expansion oflistnibution center and continued investment iniaformation technology systems.

Our primary working capital requirements are fag flurchase of store inventory and payment of phyrgit and other store operating
costs. Our working capital requirements fluctuatérty the year, rising in the
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second and third fiscal quarters as we take titiadreasing quantities of inventory in anticipatiof our peak shopping season in the fourth
fiscal quarter. Fluctuations in working capital afso driven by the timing of new store openings.

Historically we have funded our capital expendituaad working capital requirements during the figear with borrowings under our
revolving credit facility, which we have typicalpaid down at the end of the fiscal year with cashegated during our peak selling season in
the fourth quarter. Our utilization of our revolgieredit facility, and therefore the amount of ibteglness outstanding under it, has tended
highest in the beginning of the fourth quarter aftefiscal year.

While adverse economic conditions in fiscal 2008 fiscal 2009 impacted our comparable store sal@sth, these conditions did not
materially affect our liquidity or capital resouscd he adverse economic conditions did not materdect our liquidity or capital resources
because our increased net income resulted in isedeaet cash provided by operating activities aadwere able to access committed financing
through our revolving credit facility.

We believe that our cash position, net cash pravideoperating activities and availability under amended revolving credit facility,
together with the proceeds from this offering, Wil adequate to finance our planned capital expamediand working capital requirements for
the foreseeable future.

Cash Flows

A summary of our cash flows from operating, invegtand financing activities is presented in théofeing table:

Fiscal Year Ended Thirteen Weeks Ended
Februarx 1, 200¢ January 31, 201 January 30, 201. May 2, 201( May 1, 201!
(unaudited)

(dollars in thousands)

Cash flows provided by (used in)

Operating activitie: $ 4,951 $ 11,07: $ 19,39° $ (329 $ 1,14:
Investing activities (8,799¢) (6,640 (12,560 (2,34¢€) (5,05¢€)
Financing activities 4,25¢ (4,28Y) (250 2,512 (247)
Increases (decreases) in cash and ca:

equivalents $ 407 $ 14€ $ 6,587 $ (169 $ (4,16))
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Operating Activities

Cash flows from operating activities consist priityanf net income adjusted for non-cash items,tdihg depreciation and amortization
expense, non-cash interest expense, stock-basqueosation expense, deferred taxes and the effeabrbdng capital changes.

Fiscal Year Ended Thirteen Weeks Ended
February 1, 200¢ January 31, 201( January 30, 201. May 2, 201( May 1, 201:
(unaudited)

(dollars in thousands)
Cash flows from operating activities:
Net income $ 1,197 $ 5,291 $ 12,00: $ 1,927 $ 3,32t
Adjustments to reconcile net income to
cash provided by operating activiti¢

Depreciation and amortization expel 2,66¢ 3,48¢ 4,361 973 1,274
Non-cash interest expen 1,70¢ 1,92t 2,27¢ 57C 63<
Deferred income taxe (610 53z (253) — —
Stoclk-based compensatic 207 16¢ 157 34 37
Other — — 13C — 14C
Change in working capital (218 (335) 72C (3,837) (4,26%)
Net cash provided by (used in)
operating activitie: $ 4,95; $ 11,07: $ 19,39' $ (329 $ 1,140

Net cash provided by (used in) operating activitieseased by $1.5 million to $1.2 million in cgstovided by operating activities in the
thirteen weeks ended May 1, 2011 from $0.3 milliooash used in operating activities in the thinteeeeks ended May 2, 2010, due primarily
to a $1.4 million increase in net income and, tesser extent, a $0.5 million increase in depremaind amortization expense, non-cash
interest expense, stock based compensation and p#réally offset by a decrease in the changearking capital of approximately $0.4
million related to increases in inventory purchasesipled with tax payments during the thirteenkgeended May 1, 2011.

Net cash provided by operating activities increase88.3 million to $19.4 million in fiscal 2010dim $11.1 million in fiscal 2009, due
primarily to a $6.7 million increase in net incoied, to a lesser extent, a $2.4 million increas#ejreciation and amortization expense, non-
cash interest expense, change in working capithbsimer, partially offset by a decrease of appratety $0.8 million related to deferred
income taxes and stock-based compensation.

Net cash provided by operating activities increase86.1 million to $11.1 million in fiscal 2009dm $5.0 million in fiscal 2008, due
primarily to a $4.1 million increase in net incoied, to a lesser extent, a $2.2 million increasgejpreciation, non-cash interest expense and
deferred income taxes, partially offset by a deseazf approximately $0.2 million related to stoadséd compensation and changes in working
capital.

Investing Activities

Cash flows from investing activities consist priihaof capital expenditures for new and, to a lessdent, existing stores, as well as for
investments in our store support center, infornmatézhnology systems and our distribution centesuggport our planned growth.

Capital expenditures increased by $2.7 millionGdl$million in the thirteen weeks ended May 1, 2&bin $2.4 million in the thirteen
weeks ended May 2, 2010. This increase was dueaphnto the timing and
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number of new store build-outs. We opened 15 nevestin the thirteen weeks ended May 1, 2011 coeaptar 10 new stores in the thirteen
weeks ended May 2, 2010.

Capital expenditures increased by $6.0 milliors1@.6 million in fiscal 2010 from $6.6 million imstal 2009. This increase was due
primarily to the opening of 38 new stores, and tesser extent, to the relocation and expansiaup&tore support center.

Capital expenditures decreased by $2.2 milliois&® million in fiscal 2009 from $8.8 million indtal 2008. This decrease was due
primarily to the timing and number of new storel@outs, as well as cost savings in our average $toild-out cost. We opened 21 new stores
in fiscal 2009 compared to 28 new stores in fiQE48.

Financing Activities

Cash flows from financing activities consist prihaof borrowings and payments on our revolvingditéacility and its related financin
costs, and to a lesser extent, payments on ourltenmand note payable.

Fiscal Year Ended Thirteen Weeks Ended
February 1, 200¢ January 31, 201( January 30, 201. May 2, 201( May 1, 201:
(unaudited)

(dollars in thousands)
Cash flows from financing activities:

Proceeds from revolving credit facili $ 50,94¢ $ 93,98( $ 132,23¢ $ 29,81t $ 35,51(
Payments on revolving credit facili (45,66) (98,26%) (132,239 (27,309 (35,510
Payment of initial public offering cos — — — — (247)
Payments on note payal — — (250) — —
Repayment of term log (625) — — — —
Cash paid for financing costs (40€) — — — —
Net cash provided by (used in)
financing activities $ 4,25¢ $ (4,285 $ (250) $ 2,510 $ (249

Net cash provided by (used in) financing activitiesreased by $2.8 million to $0.3 million in nask used in financing activities in the
thirteen weeks ended May 1, 2011 from $2.5 millionet cash provided by financing activities in theteen weeks ended May 2, 2010. This
decrease was due primarily to the reduction intantling net proceeds from our revolving creditlfgcof $2.5 million as of May 1, 2011,
partially offset by payments related to initial fiuloffering costs of approximately $0.3 millionrig the thirteen weeks ended May 1, 2011.

Net cash used in financing activities decreasefido million to $0.3 million in fiscal 2010 from $tmillion in fiscal 2009 due primarily
to reductions in net payments on our revolving itredtility of $4.3 million. This decrease in neash used in financing activities was partially
offset by the payment of a $0.3 million note paxgaiblfiscal 2010.

Net cash provided by financing activities decrease8.5 million to $4.3 million in net cash usedfinancing activities in fiscal 2009
from $4.2 million in net cash provided by financiagtivities in fiscal 2008. This decrease was dimarily to the reduction in net proceeds
from our revolving credit facility of $9.6 milliopartially offset by reduced payments in fiscal 2@@Qour term loan and for financing costs
related to our revolving credit facility of $1.0 Itron.
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Revolving Credit Facility

On June 12, 2008, we entered into a loan and $g@gieement with Fifth Third Bank for a three-yeavolving credit facility. On
April 22, 2011, we entered into an amendment taettisting loan and security agreement, which ex@ehd maturity of this facility until
April 22, 2016.

Under the amended revolving credit facility, ourdowving capacity is equal to the lesser of (i) lt@ximum Revolving Facility (as
defined), less the undrawn face amount of anyrietiécredit outstanding at the time a drawdownhanrevolving credit facility is made, and
(i) the Borrowing Base (as defined). The MaximumwvBlving Facility is equal to (i) prior to August 2011, $40.0 million, (ii) from August 1,
2011 to December 31, 2011, $50.0 million, and @i)and after December 31, 2011, $40.0 million. Bberowing Base is defined as the sum
of (i) 200% of Consolidated EBITDA (as defined) the most recent trailing twelve-month period fdrigh financial statements are available,
minus (ii) the aggregate undrawn face amount oflattgrs of credit outstanding at the time a dramdl@n the revolving credit facility is mac
minus (iii) such reserves as may be establishettid{ender in its Permitted Discretion (as definea) not to exceed 35% of the Borrowing
Base. The credit facility includes a $5.0 milliarb8mit for the issuance of letters of credit.

Indebtedness incurred under the amended revolvedjtdacility bears interest at a rate of LIBORIK§gect to a minimum level of 1.5%)
plus an applicable margin of 4.50% or at a rattheflender’s base commercial lending rate pluspgtiGable margin of 3.00%. The weighted-
average interest rate on average outstanding biamgswinder our revolving credit facility for fiscadD10 was 3.5%. Our excess borrowing
capacity was $23.6 million as of January 30, 20dith $1.0 million outstanding under our revolvingdit facility and undrawn face amounts
on letters of credit of $0.4 million as of that elat

Our weighted average borrowing rate on averagdandsg borrowings under our revolving credit fagifor the thirteen weeks ended
May 1, 2011 was 3.75%. Our excess borrowing capaas $38.0 million as of May 1, 2011, with $1.dlioh outstanding under our revolvi
credit facility and approximately $1.0 million imdrawn face amounts on letters of credit as of diate.

The amended loan and security agreement includésrcéinancial covenants. The financial covenanttude the requirements to:
(i) maintain a ratio of Consolidated Free Cash Howonsolidated Fixed Charges (as such termsedieed); (ii) maintain a ratio of Debt (as
defined) to Consolidated EBITDA,; (iii) limit our anal Consolidated Capital Expenditures (as definaakl (iv) limit our Consolidated Net
Capital Expenditures (defined as Consolidated @apixpenditures minus a specified amount of capitpenditures related to new-store
openings determined on the basis of our Consolida¢eerage Ratio).

The amended loan and security agreement includgsroary negative and affirmative covenants. Thetieg covenants include, among
others, limitations on: indebtedness; the paymédivadends; liens; the disposition of assets; ahidstions and mergers; loans and
investments; transactions with affiliates; reseitpayments; sale-leaseback transactions; inc@m@ncertain restrictions by subsidiaries; other
negative pledges; and foreign assets. The affirmatbvenants include, among others, the requiretogmovide audited annual and unaudited
monthly financial statements, quarterly and anoahpliance certificates, and other financial andrafing information.

Indebtedness incurred under both the amended loésecurity agreement and the original loan andrégagreement is collateralized
by substantially all of our assets.

As of May 1, 2011, we were in compliance with thhcial covenants and other covenants applicabls inder the amended loan and
security agreement.
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Off-Balance Sheet Arrangements

As of and for the three fiscal years ended Jan8@r®011 and as of and for the thirteen weeks eMigdl, 2011, except for operating
leases entered into in the normal course of busjwes were not party to any material off-balanceeskarrangements that are reasonably likely
to have a current or future effect on our financi@hdition, net sales, expenses, results of opergtiiquidity, capital expenditures or capital
resources.

Contractual Obligations and Commitments

The following table summarizes our contractual géions as of January 30, 2011, and the effect shlipations are expected to have on
our liquidity and cash flows in future periods.

Payments due by Perioc

Total
Obligations <1 Year 2-3 Years 4-5 Years Thereafter
(dollars in thousands)

Series A redeemable preferred stock $ 10,68: ¢$ 1068 $ — $ — $ —
Long-term debt obligation 1,00( — — — 1,00(
Operating lease obligations ( 111,25( 12,31« 25,87: 26,317 46,74¢

Constructio-related obligation 1,651 1,651 — — —

Purchase obligations (3) 11,51( 11,51( — — —
Total contractual obligations $ 136,09- $ 36,15¢ $ 25,870 $ 26,31° $ 47,74¢

(1) Our Series A redeemable preferred stock isesitp mandatory redemption upon the earlier ofédemption date of December 15, 2011 or a pulfiegziog. The amounts shown
above assume that we achieve the targets requiréde annual accretion of the redemption valuéherSeries A redeemable preferred stock to beviergiresulting in an effective
redemption value of $10,68

(2) Operating lease obligations reflect base radtexclude insurance, taxes, maintenance and wlaed leasing costs. Other related leasing cimtisiding insurance, taxes, and
maintenance, comprise approximately 40% of the bersteobligation

(3) Purchase obligations consist primarily of inteey purchase orders. Our inventory purchase oraiergancellable with limited or no recourse avdédo the vendor until the inventory
is shipped to us

Since January 30, 2011, we have entered into 12re&iV leases with an average term of 10 yearso#imel lease modifications that have
future minimum lease payments of approximately $iillion.

Critical Accounting Policies and Estimates
Overview

We have identified the policies below as criti@abur business operations and understanding afesuits of operations. The impact and
any associated risks related to these policiesuotvasiness operations are discussed throughoudlflement’s Discussion and Analysis of
Financial Condition and Results of Operationgiere such policies affect our reported and expifibancial results. Our consolidated finan
statements, which have been prepared in accordeitité&)S generally accepted accounting principleguire us to make estimates and
judgments that affect the reported amounts of askabilities, revenues, expenses, cash flowsrataded disclosures. We base our estimate
historical experience and various other assumptioaiswe believe to be reasonable under the ciramoss. Actual results may differ from
these estimates. For a detailed discussion onpihlecation of these and other accounting policg=e Note 1, “Business and Summary of
Significant Accounting Policies,” in our consoliddtfinancial statements included elsewhere inghespectus.

We believe that our most critical accounting p@gcrelate to the following:
* Inventory
* Income Taxe:
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* Self-Funded Insuranc
e Fair Value Measuremen
» Stoclk-based Compensatic

Inventory

Our inventory consists of tea and tea-related nardise and is stated at the lower of cost (weightestage method for stores and FIFO
for warehouse) or market (net realizable value)rkdivalue is determined based on replacement Wsiuse the reserve method to account
for obsolete inventory and inventory shrinkage. Téserve method requires judgment based on inwebedances and historical trends of
product sales and product mix. We believe thata@sumptions are reasonable based on our experatiz®jgh actual results may have a
positive or negative material impact on the nelizable value of inventory. We directly import thejority of our inventory and include the
related costs of freight to our distribution cerdad shipping costs from our distribution centeotio stores in our capitalized cost of inventory.

Income Taxes

We use the asset and liability method of accourfingncome taxes under which deferred tax asseddiabilities are provided on
temporary differences between the tax basis otass®l liabilities and their reported amounts i financial statements at the enacted tax rate
expected to be in effect when the taxes are agtpalll. The value of our deferred tax assets asstina we will be able to generate sufficient
future taxable income in certain tax jurisdictiohased on estimates and assumptions. If theseatetirand related assumptions change in the
future, we may be required to record a valuatitemadnce against our deferred tax assets resuhiag increase to our provision for income
taxes.

In January 2007, we adopted new accounting guidondacome taxes with respect to unrecognizedtasitions as set forth by the
Financial Accounting Standards Board, or FASB, gtéunting Standards Codification, or ASC, 7A8¢counting for Income Tax¢ASC
740"). As a result of the new guidance, a tax pmsiis recognized as a benefit only if it is “mditeely than not” that the tax position would be
sustained in a tax examination, with a tax exanonabeing presumed to occur under ASC 740. The atm@eognized is the largest amount of
tax benefit that has a greater than 50% cumuléikeéhood of being realized on examination. For pesitions not meeting the “more likely
than not” test, no tax benefit is recorded. We gaize interest and penalties associated with ugrézed tax positions within our provision for
income taxes. The accounting for ASC 740-10 wilitdwue to require significant judgment by managenieaccounting for uncertainty in
income taxes recognized in the financial statemeuditionally, resolution of these uncertaintiasai manner inconsistent with our
expectations could have a material impact on csulte of operations. See Note 1, “Business and Samof Significant Accounting Policies,”
in our consolidated financial statements includedwhere in this prospectus.

Self-Funded Medical Insurance

In fiscal 2010, we moved from a fully insured teedf-funded medical insurance plan. We contractid an administrative service
company, or a “third party administrator,” to supee and administer the program and act as itcifly and representative. We have reduced
our risk under this self-funded plan by purchasioth specific and aggregate stiogs insurance coverage for individual claims artdltannué
claims in excess of prescribed limits. We recotihesgtes for claim liabilities based on informatiprovided by the third-party administrator,
historical claims experience, the life cycle ofikla, expected costs of claims incurred but not pad expected costs to settle unpaid claims.
Actual claims experience may differ from our inlitigtimates. This liability is subject to a totahitation that varies based on employee
enroliment and factors that are established at aanhal contract renewal. Costs related to the midtration of the plan and related claims are
expensed as incurred.
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As facts change, it may become necessary to mgkstagents to assumptions used in the calculatidghefelated liability that could be
material to our results of operations and financaidition.

Fair Value Measurements

The guidance for fair value measurements estalsligteeauthoritative definition of fair value, set# a framework for measuring fair
value and outlines the required disclosures reggrfdiir value measurements. Fair value is the ghaewould be received to sell an asset or
paid to transfer a liability in the principal or siadvantageous market for the asset or liabilitgri orderly transaction between market
participants at the measurement date. We use e-tierefair value hierarchy based upon observabteraon-observable inputs as follows:

* Level 1: Quoted market prices in active marketsdentical assets or liabilitie

* Level 2: Inputs other than Level 1 that are eitttieectly or indirectly observabli

» Level 3: Unobservable inputs developed using then@amy’s estimates and assumptions which reflect thogertaeket participant
would use

Our financial instruments consist primarily of dCiass B redeemable common stock, classified asdempequity in our consolidated
balance sheets, which is measured using Leveli8snp

Significant Factors in Determining Fair Valudgecause there is no public market for our comstonk, determining the fair value of our
common stock requires us to make complex and stiNggadgments. To determine the fair value of common stock, we consider many
factors, including the following:

» our historical financial performanc

» our expected future financial performan

» our financial condition at the valuation da

» the lack of marketability of our common stoi

» the valuation multiples of recent merger and adgtjoistransactions involving comparable compan

» valuation multiples of comparable publi-traded companie:

» the anticipation and likelihood of a potential lidity event such as the sale of the business tiaimiublic offering;
» the condition of and outlook for our indust

» the business risks inherent in our business;

» capital market condition:

Valuation Methodologies Used in Determining Faild&. To determine the estimated fair value of our camrstock at each grant date
for option grants made under our 2004 Managemerniive Plan, we conducted a valuation analys@uofcommon stock considering the
facts noted above and prepared with the assistzfrane investment bank that specializes in thelratad restaurant industries. We utilized a
combination of valuation methods including an ineoapproach using an analysis of expected futumdiged cash flows and a market
approach for similar private and public companigee expected future discounted cash flows anaigsittified a level of annual cash flows
a finite number of years and a residual value aethd of the projection period. A discount ratéeating estimates of investor-required rates of
return for similar investments was used to calauthe present value. The market approach usedtiaiuaultiples of comparable companies
which were applied to our operating results tovarat a value. We then aggregated and analyzedhthation results from these valuation

methodologies to estimate an expected businesgpestevalue which was applied to our capital stitesto determine a value per common
share.
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To determine the estimated fair value of our CBissdeemable common stock at each reporting date apd including January 31,
2010, we applied the valuation of our common stioakn the option grant date closest to each respectiporting date since these option gr
occurred, on average, within approximately two rherdf each reporting date.

We did not utilize valuations of our common stoodnfi option grant dates to determine the estima@gd/élue of our Class B redeema
common stock at January 30, 2011 and May 1, 204de $he most recent option grant date was Noverhp2009, or 15 and 18 months,
respectively, earlier than these reporting datesddtermine the estimated fair value of our Clagsed@emable common stock at January 30,
2011 and May 1, 2011, we performed contemporanealusitions using the market approach under thengstson that we would complete an
initial public offering within the first half of fical 2011 given we had selected investment ban&sdist us in this process and had agreed upor
a timeline with these investment banks to competénitial public offering within this timeframe hese valuations utilized the forecasts we
prepared for our selection process with investrbanks and the resulting initial public offering wation metrics and methodologies presented
to us by these investment banks. In particularceresidered the public market valuations of othghkgrowth specialty retailers and the
corresponding ratios of market value to variableshsas current and projected net income and reviemikese comparable companies. We
applied these multiples to both our current andeated financial performance to determine our estiéd enterprise value. We did not apply a
lack of marketability discount to our estimatedegptise value for our common stock given theseatans were performed for reporting dates
within six months of our estimated initial publiffering date.

The increase in the fair value per share of ourmmomstock from $2.43 at January 31, 2010 to $9t@émuary 30, 2011 was due
primarily to a significant increase in anticipafeture net income from the forecast performed a%aoiuary 31, 2010 to the forecast performed
as of January 30, 2011. This increase in futureneetme in our forecast was driven primarily by oet income exceeding our budgeted
amount by 39% in fiscal 2010, our net income groweftth27% from fiscal 2009 to fiscal 2010, our irese in gross and operating margins in
fiscal 2010 above our historical and budgeted artsoand our opening of 38 stores in fiscal 2010es@nting a 46% increase over the highest
number of stores opened in any prior fiscal yeanm €iccessful execution across these key metrifisdal 2010 led us to significantly increase
our forecasted financial performance in future geslnich resulted in a significant increase to aimeate of the fair value per share of our
common stock from January 31, 2010 to January @D1 2

The fair value per share of our common stock atithe of our proposed initial public offering mag bubstantially above the fair value
January 30, 2011 if we continue to successfullycetesour strategy resulting in continued rapid gfoim sales and net income and if there is
significant demand for our common stock from ineestn the initial public offering.

Stock-based Compensation

Our stock-based awards are accounted for undgartivisions of FASB ASC Topic 718-Stock CompensatiariWe measure and
recognize stock-based compensation expense badbd tair value measurement for all stock-basedrzat awards made to our employees
and directors, including stock options, over thevise period for which the awards are expectedetst. WVe calculate the fair value of each
stock option award on the date of grant using tlaelBScholes option pricing model. The determinatiothef fair value of stock option awar
on the date of grant using an option-pricing maslelffected by our stock price as well as a nunab@ssumptions including expected term,
expected volatility, risk-free interest rate andidiénd yield. As a result, future stoblesed compensation expense may differ from ouoriist
amounts.

There are significant judgments and estimates @fien the determination of fair value. These juégis and estimates include
determinations of an appropriate valuation methatditae selection of appropriate inputs to be usdtié valuation model. The use of
alternative assumptions, including expected teiiatility, risk-free interest rate and dividend lgecould cause stock-based compensation to
differ significantly from what has

54



Table of Contents
Index to Financial Statements

been recorded in the past. Future stock-based amafien cost will increase when we grant additieality awards to employees.
Modifications, cancellations or repurchases of @asanay require us to accelerate any remaining neéastock-based compensation cost or
incur additional cost.

Recent Accounting Pronouncements

In addition to the recently adopted accounting ptortements discussed above in conjunction witkeatical accounting policies, we
believe the following recently adopted accountingn@uncements are important to an understandiogio€onsolidated financial statements.

Recently Adopted Accounting Pronouncements

In January 2010, the FASB issued Accounting Stateldipdate, or ASU, 2010-06 to Topic 820-air Value Measurements and
Disclosures. This update provided requirements of new disclesof significant transfers in and out of Levelarntl 2, and expanded disclos
of activity in Level 3 (see Note 1, “Business andrBnary of Significant Accounting Policies,” in oewnsolidated financial statements). This
update also clarified existing disclosures arourai¢vel of disaggregation of each class of asseldiabilities, and about fair value inputs and
valuation techniques for Level 2 and Level 3. Tupslate was effective for interim and annual repgrfieriods beginning after December 15,
20009 for existing disclosures and becomes effedtivéiscal years beginning after December 15, 2fat@he disclosures about purchases,
sales, issuances and settlements in the rollforaetidity in Level 3 fair value measurements. Adoptof this update did not have a material
impact on our consolidated financial statements.

Accounting Pronouncements Not Yet Adopted

In December 2010, the FASB issued ASU 2010-28 fmd850—Intangibles—Goodwill and Other: When to PerformpSieof the
Goodwill Impairment Test for Reporting Units withrd or Negative Carrying AmounfBhe amendments in this update modify Step 1 of the
goodwill impairment test for reporting units witern or negative carrying amounts. For those reppinits, an entity is required to perform
Step 2 of the goodwill impairment test if it is redikely than not that a goodwill impairment exigBoodwill of a reporting unit is required to
be tested for impairment between annual tests évamt occurs or circumstances change that woute ifileely than not reduce the fair value
a reporting unit below its carrying amount. Thiglate is effective starting in the first quarte26fL1 with early adoption not permitted.
Adoption of this update did not have a materialdctpon our consolidated financial statements.

There were various other accounting standardsraedpretations issued during the thirteen weekgémday 1, 2011 that we have not
been required to adopt, none of which are expeotddve a material impact on our consolidated firerstatements.

Quantitative and Qualitative Disclosures about Marlet Risk

Market risk represents the risk of loss that magdnt our financial position due to adverse chamgégsancial market prices and rates.
Our market risk exposure results primarily froncfluations in interest rates, inflation and foretgmrency prices in the purchase of our teas
merchandise. In the normal course of business revex@osed to market risks, including changesterast rates which affect our debt, as well
as cash flows. We may also face additional exchaaigerisk in the future.

Interest Rate Risk

Our amended revolving credit facility carries fiogtinterest rates that are tied to LIBOR and euader’s prime rate, and therefore, our
consolidated statements of operations and casls flaibe exposed to changes in interest ratesd@/ieot use derivative financial instruments
for speculative or trading purposes, however,dbiss not preclude our adoption of specific hedgingtegies in the future.
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Foreign Exchange Risk

We do not currently generate any portion of oursades in any currency other than the US dollar.citeently source a portion of our
inventory of teas and tea-related merchandise mfgiand Japan and incur a limited portion of thretsted costs in Euro and in Japanese
yen. Historically, we have not been impacted maligrby fluctuations in the US dollar/Euro and U8Iar/Japanese yen exchange rates ar
not expect to be impacted materially for the foeadse future. However, if our purchases of inventorEuro and in Japanese yen increase
to the extent that we commence generating net saltsgle of the United States that are denominatedrrencies other than the US dollar, our
results of operations could be adversely impaciechianges in exchange rates. We do not currentdgédnéreign currency fluctuations and do
not intend to do so for the foreseeable future.
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BUSINESS

Our Company

Teavana is a rapidly growing specialty retailepfmium loose-leaf teas, authentic artisanal teasvand other tea-related merchandise.
We believe we are one of the world’s largest brdndsulti-channel specialty tea retailers, offeringre than 100 varieties of premium loose-
leaf teas, teawares such as handcrafted castelanand ceramic teapots, and otherredated merchandise. We offer our products thralgft
company-owned stores in 35 states and 19 franckisees primarily in Mexico, as well as through augbsite, www.teavana.com.

We believe our customers associate the Teavand hriéim premium tea products, a distinctive stordemce and an “East Meets West”
healthy living lifestyle. Our unigue specialty rétnvironment offers new tea enthusiasts and temaisseurs alike a highly interactive,
informative and immersive experience in teas freound the globe. With an average transaction €i#36, we believe customers view our
products as an affordable investment in a healttlylgence, as they are able to purchase the lassatel teawares from around the world at
relatively modest prices. We believe our focus daoating customers in the healthful qualities aledgures of tea and our position as the
largest US specialty tea retailer have enabled lesad the growth of the domestic loose-leaf teeketawhich is a growing segment of the
broader $5.2 billion US tea market.

Our mission is to establish Teavana as the mosgrézed and respected brand in the specialty thsstry by expanding the culture of
across the world. We have developed a distinctiaegyy that we believe will continue to drive @aigy growth, enhance our brand awareness
and encourage product sampling and customer loyé#ty elements of our business strategy are to:

» develop, source and offer our customers the Vs finest assortment of premium lo-leaf teas and t-related merchandis

» create ¢'Heaven of Te” retail experience in which our passionate and kedggable¢‘teaologist” engage and educate custon
about the ritual and enjoyment of tea;

» locate our stores in high traffic locations witlmralls, lifestyle centers and other high sales v@uegtail venues

Teavana was founded in 1997 by our Chairman andf@hiecutive Officer Andrew Mack, and his wife, NgrMack, who were inspired
by their international travels and passion for zeir vision was to introduce consumers to théagldea lifestyle, highlighting the aromas,
textures, tastes and healthful qualities of lo@sdeas, while enlightening them on the origirath tea. Since our founding, we have
developed a culture centered on a passion foet¢ansive training, career development and ind&idumrichment. Our distinct culture has
been, and will continue to be, a key driver of success. To further realize our vision, in 2004pagnered with Parallel Investment Partnel
obtain equity capital, strategic advice and otlespurces to support our accelerated growth plaits. Mir business momentum and expanded
resources we were able to attract an experiencedrsaanagement team that has led our growth t® alad has set the foundation to execute
our growth strategy going forward.

We have experienced rapid sales and profit growting the last five years. We increased our satms $33.8 million in fiscal 2006 to
$124.7 million in fiscal 2010, representing a 38.68mpound annual growth rate. Over that same penednore than tripled our store base
from 47 stores to 146 stores. In fiscal 2010, @lesgrew 38.2% over fiscal 2009, while our combpkeratore sales increased 8.7%. Our net
income was $12.0 million in fiscal 2010, represeqi® 126.9% growth rate over fiscal 2009. In fi2@l0, our stores averaged sales per gross
square foot of approximately $1,000, which we haies higher than most specialty retail storehsWnited States based upon publicly
available information.
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Our Market Opportunity

We participate in the global tea market, which 886.6 billion of sales in 2009, according to theesh available estimates from Mintel.
The global tea market includes three segmentsd{réa-drink,” which is composed of shelf-stabletheat and canned tea, “instant,” which
consists of powdered and granulated tea for miwily water, and “loose-leaf and bagged,” which ulgls teas for brewing. We currently
compete in the loose-leaf and bagged tea segmein¢ eharket, and more specifically within the lot¢esaf tea category. Mintel estimates the
size of the tea market in the United States is $8liBn. Tea consumption in the United States iscmlower than the rest of the world, with the
United States representing only 9% of the globalnerket and lagging significantly behind othergraphies in cups of tea consumed per
capita. Additionally, the US consumer has histdijceonsumed more tea in non-loosaf tea formats, which differs from many other cties
where the preference is more heavily weighted tde/ésose-leaf teas.
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Mintel estimates that retail tea sales in the Whi#¢ates will grow at a 6% compound annual growth through 2014. We believe the
growth of the overall US tea market will be drivemimarily by the following trends:

» Increasing consumer focus on health and wellnWe believe more US consumers are focused on ledwdialghy lifestyles. As th
potential healthful qualities associated with teafarther recognized, we believe consumers wilbeane tea as an opportunity to
enhance health and wellness in their lives. Addilty, we believe tea demand will be driven bycimtinued emergence as an
alternative to soda and other h-calorie beverage:

» Growing consumer awareness of tWe believe tea awareness and therefore consuniptibie United States has historically bt
at significantly lower levels than elsewhere in tharld. We believe the recent growth of the USreaket has led to tea being m
readily available to US consumers than in the palsich in turn increases tea awareness and opptesifor consumers to
experience tea. As US consumers become more familia tea, we believe they will increasingly inporate tea into their daily
lives.

» Continuing emergence of epicurean preferencesdd &md beveragesVe believe there is a growing consumer prefereace f
innovative flavors in food and beverage. With teditersity of unique flavors, aromas and textuned e ability to incorporate the
latest epicurean trends into new tea blends, wieMzetea appeals to the growing number of consufoetsed on innovative tastes
and ingredients
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Our Competitive Strengths
We believe that the following strengths differetdideavana and create the foundation for contimapidl sales and profit growth:

Market Defining Brand Driving Category GrowthWe believe we are one of the world’s largest brdndelti-channel specialty tea
retailers offering premium loose-leaf teas andrtdated merchandise through 161 company-ownedssiorés states and 19 franchised
stores primarily in Mexico as of May 1, 2011. Wéide our customers associate the Teavana bramdprémium tea products, a
distinctive store ambiance and an “East Meets Wheestllthy living lifestyle. We view the potential gvth opportunity in the United Sta
to be substantial, as US consumers have not hdatlyriconsumed loose-leaf tea at the same levebasumers elsewhere in the world,
with the United States ranking 22 among all coestin per capita loose-leaf and bagged tea congomfithe higher per capita
consumption of tea throughout the world highligthis potential growth opportunity that exists in thé tea market. We believe our
leading national presence and focus on educatingurners about the many attractive qualities ofddeaf tea positions Teavana to dr
the continued growth of the loose-leaf tea categothe United States.

“Heaven of Tea” Retail ExperienceWe believe we have created a unique “Heaven of Teail environment that provides a highly
interactive, informative and immersive customerexignce. We utilize a consistent store model desido create a warm, relaxing
ambiance with elegant blond wood fixtures, ceratihéd floors, soft lighting and soothing Asian musDur teaologists explain the stor
behind our teas and tea-related merchandise, edagatustomers on the many ways to enjoy themaasidt with the selection of
merchandise appropriate for the way that the custamould like to experience tea. A key elementhef tetail experience occurs at our
Wall of Tea, a substantial display case behindsales counter holding approximately 100 brightliooed canisters containing our
premium singleestate and specially blended teas. As our teadlpgis down and opens one canister after anothergustomer is invite
to experience the aroma, color and texture ofehs ais each tesflavor, caffeine content and healthful qualites described. We belie
this engaging retail experience introduces newornsts to the tea lifestyle, encourages produdtarid supports repeat visits and strong
customer loyalty.

Deep-Rooted Culture Embracing a Passion for Tea dddreer DevelopmeniVe have developed a culture centered on a passidad,
extensive training, career development and indali@mrichment. To ensure the continuity of ourwdtand to reward high performing
team members, we typically promote from within ouganization to support our new store growth ateogrowth initiatives. In 2010,
we utilized our internal talent pool to fill neai®p% of our new store management positions. Hisatlyi, we have experienced limited to
no turnover among the members of our senior manageteam and our regional and area managers. Wsvdelur culture helps build
and support a consistent and motivated group ofl t'@mbers that are passionate about providingHieaven of Tea” retail experience
to our customers.

High-Quality Teas and Tea-Related Merchandis&/e offer a unique selection of premium loose-leaft authentic artisanal teawares
and other tea-related merchandise in our storesheindgh our website. Our single-estate and sggdd@nded teas are currently sourced
from tea gardens, blenders and brokers in ten desntVe have long-standing collaborative relatigps with our major tea vendors that
span on average approximately ten years. We wodebl with our tea blenders to continually bring oustomers a fresh selection of
high-quality, flavored tea blends that reflect thest current epicurean trends. Our compelling &1t of teawares and other tedatec
merchandise is sourced from various tea communit@tdwide. We also collaborate with our suppligrslesign and develop Teavana
branded tea-related merchandise. We believe ohhhdifferentiated offering provides a foundatiar bur strong brand and will
continue to reinforce our market-leading position.

Powerful and Consistent Store Economicd/Ne have a proven and highly profitable store malolat has produced consistent financial
results and returns. In fiscal 2010, our storesaged sales of approximately $1,000 per gross edoat. All of our stores were
profitable in fiscal 2010 and new stores have histdly averaged a payback period of less thanaska half years. Our current store
base of 161 stores in 35 states
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is balanced across all four regions of the coumtith each region producing results in line witke tompany average. We believe our
powerful store model, deapoted tea enthusiast culture, highly developetestperations and a rigorous store selection psodege oul
consistent store financial results.

Proven and Experienced Senior Management Tea8ince founding our company, Andrew Mack, our Chainnand Chief Executive
Officer, has set the vision and strategic direcfmmTeavana and continues to drive our growth @rtlire. Since 2004, Mr. Mack has
assembled a proven and experienced senior manageraenthat has demonstrated its capabilities etuging our long-term growth
plans. In 2005, we hired Daniel Glennon, our ExieelVice President and Chief Financial Officer, &&ter Luckhurst, our Executive
Vice President of Operations. Our senior manageiteamh brings an average of over 20 years of expegiacross a broad range of
disciplines, including store operations, merchandisfinance and real estate. We believe our sanammagement team is a key driver of
our success and is well-positioned to execute wateg)y.

Our Growth Strategy
We are pursuing several strategies to continugmafitable growth, including:

Expand Our Store Base DomesticallWe believe there is a significant opportunity t@amnd our store base in the United States fromr
locations to at least 500 stores, having alreadgtifled the malls, lifestyle centers and othehhggles-volume retail venues that are
suitable locations in which to open new TeavangestoNe believe our disciplined approach to exgamdbunded upon a rigorous site
selection process supported by our real estate'sedarp expertise, maximizes the prospects foremsfal new store openings. We also
utilize our proprietary real estate database astbouized store regression model to support ouissiction process. As of May 1, 2011,
we have executed lease agreements for the opeh#tigstores in fiscal 2011 and three stores irafi2®12. We have not executed lease
agreements for the remaining store locations we teeeach our expansion target of at least 50@stde plan to open approximately
50 stores in fiscal 2011 (including 15 stores oplenehe first quarter), 60 stores in fiscal 2012 &0 expand to 500 stores by 2015.

Our store base is balanced geographically acrestothr regions of the United States. We plan tdiool our penetration of these four
regions with a focus on high traffic locations vifitimalls, lifestyle centers and other high-salekiwee retail venues. We believe the
consistent performance of our store portfolio asmgsographies supports the portability of the Teau@mand and store model into a wide
range of markets.

Drive Comparable Store Sale¥/e expect to continue to drive our comparable staftes by increasing the size and frequency of
purchases by our existing customers and attraotmgcustomers. We expect to execute this stratggpbtinuing to offer a compelling
selection of premium loose-leaf teas, authentisamtl teawares and other tea-related merchar@ise-Heaven of Tea retail experience
allows us to introduce the benefits and enjoyméoiuo teas and teeelated merchandise to new customers while encowgamir existing
customers to transition to our higher-grade teastagher-end tea-related merchandise.

Expand Our Online PresencaVe believe our online platform is an extension wf lbrand and retail stores, serving as an edugtion
resource and complementary sales channel for atomers. This platform also allows us to reach nestomers and build brand
awareness in locations where we currently do ne¢Istores. Since fiscal 2007 our online sales lgaown at a compound annual growth
rate of 56.0% and in fiscal 2010 represented 7.08upnet sales. We believe we have the opportunityrow e-commerce sales to at
least 10.0% of sales in the future. To help supiistgrowth, we recently introduced an online em@hment program which
automatically sells and delivers any teas selelsyea customer on a periodic basis as chosen bgutemer. In addition, we are pursuing
a number of initiatives to drive more traffic toromebsite, including expanding and leveraging maiad media, in-store and direct
marketing programs.
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Increase Our Highly Attractive MarginsWe have increased our operating margins from 7rbfiscal 2008 to 18.8% in fiscal 2010, and
we believe further opportunities exist to increagemargins. A primary driver of our expected margkpansion will come from the
continuation of our sales mix shift away from tetated merchandise towards higher margin loosetéeef that our stores generally
experience as they mature. In general, this tremomsistent with the evolution in our customergyihg patterns as they graduate from
purchases with a greater focus on merchandisewtitbh to prepare and enjoy tea towards transactiengered more on replenishing
their favorite teas and experimenting with new deenVe expect that additional drivers of future gimaexpansion will include the
leveraging of our corporate and other fixed costewr sales grow and gross margin benefits frongoawing scale with suppliers.

Selectively Pursue International ExpansiorGiven the worldwide popularity of tea, we belieméernational expansion represents a
compelling opportunity for additional growth ovéietlong term. As of May 1, 2011, 17 Teavana staresperated in Mexico through an
international development agreement with our bussirartner, Casa Internacional. We will continusdiectively expand our global
presence either through company-owned stores entgring into franchise arrangements.

Our Retail Platform

We currently offer our premium loose-leaf teas tradrelated merchandise through our US retail siase, online platform, and
international and domestic franchise stores.

Our Stores

We currently operate 161 stores in 35 states. Wiesfon high traffic locations in malls and lifegtylenters with top-tier co-tenants. In
fiscal 2010, our average store was approximate/stfiare feet, our comparable stores averagealestaf approximately $862,000 and our
stores averaged sales per gross square foot apapately $1,000.

We have aggressively pursued new store growthnhawiore than tripled our store base from 47 to€it6ies from fiscal 2006 to the
thirteen weeks ended May 1, 2011. The followindaathows the growth in our network of stores fecél 2008 through the thirteen weeks
ended May 1, 2011:

Fiscal Year Thirteen Weeks Endec

200¢ 2009 2010 May 1, 2011
Stores open at beginning of year 59 87 10¢ 14€
Stores opene 28 21 38 15
Stores closed 0 _ 0 _ 0 0
Stores open at end of year 87 10¢ 14¢ 161
Gross square footage (in thousar 77 95 13C 14&
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As illustrated by the following map, our store b#ésbkalanced geographically across the four regidike United States, with each rec
producing results in line with our company average.
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Additionally, we have two franchised stores in tated States. Unless otherwise approved by usfranchisees are required to sell ¢
products purchased from us. Opening new franchigesin the United States is not currently pambwaf future strategy.

Distinctive Retail Experience

Our stores offer a unique “Heaven of Tea” retaililmnment that provides a highly interactive, infative and immersive customer
experience. We utilize a consistent store desigmeate our warm, relaxing ambiance featuring elegkond wood fixtures, ceramic tiled
floors, soft lighting and soothing Asian music. Gtwre atmosphere is meant to encourage customsiew down and interact with our
teaologists around the pleasures of tea and ehg@yretail experience.

To help drive traffic into our stores, we statiosaanple cart of prepared teas at the front entrahedich our teaologists encourage
passing mall shoppers to sample one of our prengan Our passionate teaologists then engage vétbustomer to encourage the customer
to enter our store. In our store, the teaologiekseo understand the customer’s previous expegieiith tea and educates the customer about
our products and the stories behind them. The dgasilwill often discuss with the customer the marays to enjoy our loose-leaf teas and tea-
related merchandise and assist with merchandisetg®l. A key element of the retail experience es@i our Wall of Tea, a substantial disf
case behind our sales counter holding approxima@@ybrightly colored tin canisters containing esigs of our premium single-estate and
specially blended teas. As our teaologist pulls lewd opens one canister after another, the cusisrirevited to experience the aroma, color
and texture of the teas as each tea’s flavor, ic&ffeontent and healthful qualities are describéd.believe this engaging retail experience
introduces new customers to the tea lifestyle, eragpes product trial and supports repeat visitsséirmhg customer loyalty.
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Site Selection and Expansion

We seek to open stores in locations that reinftregoremium image of our brand and support theisterd execution of our strategy,
targeting high traffic locations within malls, I§g/le centers and other high sales-volume retailigs.

We employ a rigorous analytical process to idemdyv store locations. We target locations basecharket characteristics, mall
productivity, demographic characteristics, inclgdincome and education levels, the presence ofkefior stores and co-tenants, population
density and other key characteristics. We have buloprietary retail mall database which we wsecbmparison purposes and employ a
proprietary regression model to evaluate projestetke sales and profitability based on a numberiti€al inputs incorporating trade area
demographics, mall tenant productivity and totalteor sales. Members of our real estate team spamsiderable time evaluating prospective
sites before bringing a proposal to our real estatemittee. Our real estate committee, which inetudur Chief Executive Officer, our two
Executive Vice Presidents and our Vice Presideas| Estate, approves all of our locations befdezae is signed.

We believe there is a significant opportunity t@amxd our store base in the United States from dédtibns to at least 500 stores, having
already identified the malls, lifestyle centers aider high-sales-volume retail venues that arebl& locations in which to open new Teavana
stores. We plan to open approximately 50 stordis@al 2011 (including 15 stores opened in thd fixgarter), 60 stores in fiscal 2012 and to
expand to 500 stores by 2015. As we continue tareadmur store base, it may become more difficuidémtify additional suitable sites for ne
stores and we will target an increasing numbehopping malls with lower average sales per squasethan the malls in which we currently
are located. As a result, our new store model ipaties a target store size of 900 to 1,000 squetettiat achieves annual sales of $600,000 to
$700,000 in the first year of operation, which é&dw the historical average of our new stores. @w store model also assumes an average
new store investment of approximately $200,000280$000. Our new store investment includes ouestaildout (net of tenant allowances),
inventory and cash pre-opening costs. We anticipatenew store investment under our new store mediebe lower than our historical
average for new stores given that our average duifildost per new store has decreased and our a&venagnt allowance per new store has
increased in recent years. We target an averadmphkyeriod of approximately 18 months on our ahithivestment.

Our dedicated team of new store opening trainezgdtusively focused on ensuring a consistent rteve ©pening process. The new s/
opening trainers train new team members for twoked¢lerough the first weekend after a new store mgemhe area manager then is on-site
for the next two weeks to complete the new stoenomg process. We believe this consistent prodésssaus to seamlessly open new stores
while enabling our field management team to foausldving the performance of our existing stores.

Store Staffing and Operations

Each of our stores is managed by a general managessistant manager and two team leads who evansaverage of eight to ten team
members in each store. Each general manager isn&bfe for the day-to-day operations of his or$tere, including the unit’s operating
results, maintaining a clean and appealing stove@mment and the hiring, training and developnmaiersonnel. We also employ area
managers, who are responsible for overseeing tbetipns of approximately ten stores, and regidiraktors, who are each responsible for
overseeing approximately eight area managers andgérations of approximately 80 stores.

We are guided by a philosophy that recognizes padace, allowing us to identify and reward team rbers who meet our high
performance standards. We provide our store gemaahgers with a number of analytical tools to suppur store operations and assist them
in attaining optimum store performance. These towhide production tools and labor scheduling paags, all of which ensure that we match
staffing levels to sales volume. We provide incentionuses to team members, assistant manageesabgranagers and area managers.
Bonuses for store personnel, store managers andrapagers are based upon achieving specifiedtoygeeand financial performance goals.
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Our Online Platform

Our online platform is primarily comprised of ouelsite, www.teavana.com, through which we providigcational resources for tea
consumers and the ability to purchase the full eamfgour teas and tea-related merchandise. Welissiadh our current online platform in fiscal
2007 and in fiscal 2010, online sales represent@¥ 0f net sales.

To replicate our “Heaven of Tea” retail experiencdine, our website features our full assortmerpreinium loose-leaf teas, tea-related
merchandise and tea gift sets. Online customersieanour virtual Wall of Tea that allows them tlect teas from our assortment and read
about the ingredients and healthful qualities geatain to the tea they have selected. In additidreing able to purchase our premium teas
one-time basis, our customers can also establisimatic purchase and delivery of their favoritestdaough our recently introduced online
replenishment program. To drive increased salestir our online platform, we utilize online-specifnarketing and promotional programs,
such as our current offer for free shipping on sa@bove $50. We also utilize various social medié mobile applications as part of our on
platform, including a mobile website, iPhone anddRpplications, a Facebook fan page and a presentwitter. In addition, we employ
banner advertisements, search engine optimizatidrpay-per-click arrangements to help drive traffiour website.

Through our online platform, we can target a broadelience of customers and tea enthusiasts whaotdive near one of our retalil
locations. We believe our online platform and dores are complementary, as our online platfornviges our store customers an additional
channel through which to purchase our teas andelaged merchandise while also helping drive awessrof and traffic to our stores.

International

According to Mintel, the global tea market (exclgsdf the United States) is $51.4 billion as coregan the US market of $5.2 billion.
We intend to participate in the international tearket by selectively expanding our global presegitteer through company-owned stores or by
entering into franchise arrangements with compathigshave significant experience and proven sugcites target country.

We currently have 17 franchised stores in Mexicodlgh an international development agreement witbaGnternacional del Te, S.A.
C.V. The agreement with Casa Internacional grdreskclusive right to open franchised Teavana ioeatin that country for a term of 15
years. Unless otherwise approved by us, our paigrrequired to sell only our products. These Staaary a similar selection of tea and-
related merchandise but have a higher percentalgeverage sales than our domestic stores.

Our Culture

We have developed a distinctive culture that irespin our team members a passion for tea and @hédstyle. Our culture is also
focused on extensive training, career developmedtradividual enrichment. We believe our culturl®ak us to attract passionate and
motivated team members who are driven to succegdlaare our vision of creating in our stores a ‘teeof Tea” experience for our
customers.

Passion for Tea We believe our passionate team members are a glajoent of our “Heaven of Tea” retail experiend& seek to
recruit, hire, train, retain and promote qualifeattl enthusiastic team members who share our pdssitea and strive to deliver an
extraordinary retail experience to our customers.

Extensive Training.We have specific training and certification requients for all new team members, including undermgirstore anc
classroom training that takes place over a 21-daipg after the date of hire. This rigorous prodeslps ensure that all team members
educate our customers and execute our standardsasely and consistently. As team members prodei®e assistant manager and
general manager levels, they undergo an additfonalweeks of training in sales, operations and agament at our store support center.
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Career Development and Individual EnrichmentVe actively track and reward team member performawbich we believe incentiviz
excellence and helps us identify top performersthnd maintain a sufficient talent pool to supmant growth. Nearly all of our store
general managers and area managers are promotedvfthin our organization. We are guided by a puolohy that recognizes
performance, allowing us to identify and rewardieaembers who meet our high performance standandisprovide incentive bonuses
to team members, assistant managers, general marsagkarea managers based upon store sales gnafiustomer service standards.

We believe our culture allows us to attract andiretommitted team members, as evidenced by oufdvime team member turnover
rate. Historically, we have experienced minimahtwer among our regional and area managers. Additig we have had no turnover among
our senior management team. We believe the knowladd passion of our team members is critical &blmng us to acquire new customers at
our stores and strengthen customer loyalty. Weebelmotivated and educated team members leadisesatustomers who, in turn, lead to
increased net sales and profitability.

To support the tea culture globally, we donate T%nmual profits to the Cooperative for Assistanod Relief Everywhere, Inc., or
“CARE,” through our Teavana Equatrade program. CAJREkKs to overcome poverty by funding programs auing dignity, tolerance and
social justice. We believe that giving back to tgawing regions worldwide helps the global tea camity thrive.

Our Teas and Tea-Related Merchandise

We offer in our stores and through our website ntbaa 100 varieties of premium loose-leaf teasvéeas such as handcrafted cast-iron,
clay and ceramic tea pots, and other tea-relatedhardise. We also offer a selection of fresh-breteas. With an average transaction size of
$36, we believe customers view our products adfandable investment in a healthy indulgence ay #re able to purchase the best teas and
teawares from around the world at relatively mogeistes. Tea, teeelated merchandise and beverages accounted for 8% and 4% of tot:
net sales, respectively, in fiscal 2010.

Teas

We provide our customers a diverse selection of @08 premium loose-leaf teas from around the wdldr overall tea selection is
comprised of approximately 20% single-estate teas8®% specially blended teas. Our offering is cosel of teas from the following three
main groups:

* Single-estate teasgOur single-estate teas, which are teas thatraigiwholly from an individual tea plantation, ¢star garden, are
produced from th€amellia sinensibush. We offer four types of single-estate teas—taylgreen, oolong, and black—each with its
own distinctive characteristics arising from thiengte, soil, altitude, growing conditions, when dmiv the tea is harvested, and the
processing method use

* Single-estate blended ted¥e offer blends that combine our single-estate watsspices, herbs, flower petals, essential @ifils
fruits and other flavorings. We work in close cbli@ation with third-party blenders to develop opeaally blended teas, and spend
significant amounts of time perfecting the balaot#avors, aromas and colors to create uniquetteaswve believe will appeal to
our customer

« Herbal blended teaHerbal teas are not technically “teas,” as theynateproduced from th€amellia sinensibush, but are herbal
infusions generally made from other sources suchea&ooibos bush and Honeybush from South Aftlea Maté shrub from
Argentina and other ingredients including driedtiuherbs and even flowers. Herbal teas, asida fraté, are generally caffeine-
free and can be brewed individually or blended wither types of tea to create an aromatic and ffa’beverage
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Our Wall of Tea displays our teas in seven colatezbcategories. Each type of tea has its own distmappearance, color, flavor,
aroma, caffeine content and healthful qualities.&eourage our customers to experiment with mixiege than one type of tea together to
create their own unique blends. Once a customesdlasted one or more teas, our teaologist scaups@asures the customer’s desired tea
selections from the tea canisters on the Wall @ Tde minimum amount of tea that we sell is a bmoee quantity. In addition to selling our
teas in loose-leaf format, we also offer our teagrepackaged formats as part of gift collections.

Following is a description of each of the severegaties of loose-leaf teas that we offer:

White teas and white tea based blerPrimarily produced in limited quantities in the R province of Chine
white teas are considered a rare delicacy anchareorld’s costliest. White teas are known for thseibtlety,
complexity, and delicacy. Unlike all other teas,itehea is unprocessed. Once gathered, the leagesgithered
and dried. White tea yields a clear infusion witlhesh aroma and smooth flavor. Represent:

unblended white teas include Silver Needle ande®iin Zhen Pearls. Representative white tea bhksdls include Youthberry White Tea,
Strawberry Misaki White Tea, Peach Momotaro ArtiSaa, Queen of Babylon White Tea and Snow Geish&eNtea. Prices for white teas
and white tea based blends currently range fromoagpately $10 to $22 per tv-ounce quantity

Green teas and green tea based bleRdsnarily produced in China and Japan, green temseferred to as
“non-fermented” teas. The freshly picked leavesadi@ved to dry and are then heat-treated to aamegt
fermentation. China green teas are processeddiffgrfrom their counterparts in Japan. Chinesemgteas
give a pale green to pale yellow infusion. In Japeawves are greener and more vibrant in toneith@tina,
and therefore give an infusion that is brightecator, running from jade green to light yellow. Timéusion is aromatic and fre-tasting. Oul
unblended Japanese green teas include ImperialuGyothe most precious and expensive variety, Matatpowdered tea used to make a t
nourishing brew, and Sencha, Japan’s most poputayeay variety. Representative unblended Chinesergteas include Huang Shan Mao
Feng Reserve Green Tea and Emperor’s Clouds artd Réipresentative green tea based blends incluttte®dade Green Tea, Gyokuro
Genmaicha Green Tea, Peachberry Jasmine Sutra Geeedasmine Dragon Phoenix Pearls Green Te&liiay Mojito Green Tea, and
Fruta Bomba Green Tea. Prices for green teas amhdea based blends currently range from appraeiyn®5 to $20 per tw-ounce quantity

Oolong teas and oolong tea based blen@®long teas are referred to as “semi-fermenteds and are
principally produced in China and Taiwan (commokmpwn as “Formosa” in the tea industry). China aglo
leaves are wilted, shaken and then allowed to fetmetil they achieve approximately 20% oxidatiahwhich
point the fermentation is stopped “firing” (heating in a hot roasting pan). Formosa ool
leaves generally undergo a longer fermentatioropgdi6(-70%), and are therefore blacker in appearance@hama oolongs. China oolong te
yield a lighter infusion, while Formosa oolongs ¢gmoe a richer liqueur. Representative unblendednysl include Phoenix Mountain D
Cong Oolong Tea and Monkey Picked Oolong Tea. Remtative Oolong tea based blends include Jasnolen@® Tea, Prosperous Peach
Oolong Tea, Six Summits Oolong Tea, Anjou Pearea@islong, Kamiya Papaya Oolong and Yumberry Wuléhies for Oolong teas and
Oolong tea based blends currently range from apmately $8 to $25 per tv-ounce quantity
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Black teas and black tea based blerBlack teas are produced primarily in India, Sri kamnd China. While
the methods and varieties for producing black g eonsiderably between the different tea-growegjons,
the process always involves four basic steps: wiigerolling, fermenting and firing (or drying).lBblack teas
give a colored infusion, from pale orange to relddisown, and range in taste from fresh

light to strong and full-bodied. Black teas fronffelient regions are often blended to achieve refilb@lanced combinations of aroma and
strength. Representative unblended black teasdadBolden Imperial Lotus Black Tea, Himalayan SgerBlack Tea and Golden Monkey
Black Tea. Representative black tea based blemtisdi@ English Breakfast Black, Assam Breeze Flay&kack, Cha Yen Thai Flavored
Black, Earl Grey Créme Black and Peach Cran-Targeofed Black. Prices for black teas and blackised blends currently range from
approximately $3 to $40 per t-ounce gquantity

Rooibos based blencRooibos teas are a naturally sweet and sometintgsmerbal infusion made from the
South AfricanRooibosbush (“Red Bush” in Afrikaans) and are often reddrto as Red Tea or African Red Tea.
The rooibos tea processing method involves hangstieRooibodeaves, followed by grinding and bruising of
the leaves. Then ttRooibosleaves are left to ferment and dried to yield aligld brown need-

like tea. GreelRooibostea does not have a fermentation step and thua ligister taste than reRooibosteas. Both varieties of Rooibos tea
caffeine-free. We offer a number of Rooibos badedded infusions, including Rooibos Chai Rooiboga, T&lueberry Bliss Rooibos Tea,
Rooibos Tropica Rooibos Tea, Tulsi Dosha Chai Ro®ibea, Lemon Lime Kampai Rooibos Tea and CocolinBraart Rooibos Tea. Prices
for Rooibos based blended infusions currently reéngm approximately $5 to $8 per t-ounce quantity

Maté based blendMaté teas are made from the South American yerlta plant. Most yerba mate comes fi
Argentina. The leaves and stems of yerba matearested and then blanched, dried, aged, andyfirralled
or cut. The final yerba mate tea product containataral energy booster. A cup of Maté tea hasampately
the same amount of caffeine as a cup of coffeeofée a number of Maté based blended infusionduding
JavaVana Maté, MateVana, My Morning Maté, RaspbRiog

Lemon Maté and Samurai Chai Maté. Prices for Matet blended infusions currently range from appnaxely $6 to $7 per two-ounce
quantity.

Other herbal based blends addition to Rooibos- and Mate-based blends, fiex berbal infusions made from
a variety of ingredients including dried fruitsblsicus, and rosehips. Representative selections drr
assortment of herbal based blended infusions iecttdawberry Lemonade Herbal Tea, Azteca Fire Hérba,
Dokudami Umami Herbal Tea, Honeybush Vanilla Herbed, Swiss Vervaine Melange Her

Tea and Pineapple Kona Pop Herbal Tea. Pricesuioh@rbal based blended infusions currently rangim fapproximately $5 to $9 per t-
ounce quantity

Tea-Related Merchandise

We offer in our stores and through our websiterafadly selected assortment of artisanal teawanelsodher tea-related merchandise that
provide our customers the ability to brew and comswur premium loose-leaf teas and more broadlgmempce tea cultures from around the
globe. The majority of our tea-related merchandiseeavana-branded. We offer a selection of os &l tea-related merchandise in the form
of prepackaged gift sets.

Our teawares and other tea-related merchandisgramged into five main categories: teapots, tea @l mugs, tea accessories, tea
décor and media, and tea foods.
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Category Products Offered

Select Product Highlights

Teapots Cast-iron, clay, bone-china,
ceramic and glass teapots

Tea Cups anc  Cast-iron, ceramic and glass
Mugs tea cups; infuser mugs;
travel tea cups

Tea Accessorie Teamakers; tea kettles and
hot water dispensers; tea
trays; teapot trivets and
coasters; teapot warmers;
storage tins

Our teapots and teapot sets range from the traditio the modern. Our Tetsubin teapots
are handmade in Japan of solid cast-iron with lg Biameled inside, and are intricately
decorated with Japanese symbols. Our Yixing clapdés, many of which are decorated
with flowers and other traditional motifs, are fecgby artisans from Yixing clay, a red clay
uniquely found in the Jiangsu province of Chinaaftd by artisans in Korea, our Celadon
teapots are made by layering different colors ay elsing centuries-old techniques. Our
high-quality bone china teapots and teapot setfirage multiple times for a high gloss
lustrous surface and then hand-painted and finighi#dgold accents. For customers with
modern tastes, we offer a line of earthenware tsapith contemporary designs and
finished with five coats of handpainted glaze, corimly everyday elegance with
serviceability. Prices for our teapots and teaptd surrently range from approximately $28
to $190.

Our cast-iron cups are handcrafted and decorategpégialty artisans in Japan and match
our castiron teapots. Our handcrafted ceramic tea cupserénogn traditional Yixing clay t
modern Japanese designs. In our line of glassuigs our Petite Fleur Suspendu Four-Cup
Glass Tea Set consists of luminous spherical dewbleed glass tea cups that are mouth-
blown by skilled artisans. Our stylish and clasisledi glass mug is made of heat resistant
borosilicate glass, and comes with a removable gkeas infuser that allows better viewing
of the expanding tea leaves as they infuse. Pfaresur tea cups and mugs currently range
from approximately $7 to $3!

Our Teavana Perfect TeaMaker, which provides aniefit, simple and clean way to steep
tea, uses a patented drain mechanism to stratedhiato the user’'s cup and keep the leaves
in the tea maker. Among our tea kettles and hoemdispensers, we carry our own brand
(such as the Teavana Perfect Tea Kettle, whichadenof superior quality brushed stainless
steel) as well as third-party brands, includingBmeville Variable Temperature Kettle
(which features preset temperatures for each tfpeap and the Zojirushi Hybrid Water
Heater. At the very high end of this product catggwe carry the Breville One Touch
Teamaker, which heats water to the correct tempesdidr brewing the desired tea, lowers
the tea basket automatically into the water, ahtheacorrect time, auto-lifts the basket to
prevent oversteeping. Our line of handcrafted Japatacquerware tea trays, cast-iron
trivets and cast-iron and lacquerware comes indewnange of colors and styles. Prices for
our tea accessories currently range from approxind to $250
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Category Products Offered Select Product Highlights

Tea Décor anc  Tea-infused aromatic We offer a range of Asian-inspired decorationsrtodthe culture of tea to the home or

Media candles; Asiannspired tabl  office. These include our Dancing Ganesh Resiru8tathinese Lion Statues, Kuan Yin
statuettes; tea towels and (the goddess of mercy and compassion in ChineselBsith) on Rock Statue, and several
napkins; books on the varieties of Buddha statues, which are crafteasiiror cold cast bronze and individually
history and culture of tea; polished, antiqued and painted with color accentsdecorated with intricate details
global music CDs bringing the culture of tea to your atmosphere. Amthe aromatic candles we offer, our

White Ayurvedic Chai Aromatic Candle features @&raombination of expertly crafted
notes of clove bud oil, cinnamon bark, cassia, ceasd and Brazilian orange spices thi
inspired by the ancient Hindu healing system. Vde akll a selection of books related to
history of tea, tea serving customs, and othectogglated to the tea lifestyle and tea-
inspired music CDs from cultures around the wdPdces for our tea décor and media
currently range from approximately $12 to $1

Tea Foods Artisanal honeys; German We offer unprocessed German rock sugar and a yarietrtisanal honeys, many of them
rock cane sugar; tea-infused organic, raw and/or unfiltered, to add sweetnedsddeverages brewed from our lodeszf:
cookies; tea-infused mints teas. We also offer a selection of tea-infused mso@ind mints to complement the

enjoyment of our loose-leaf teas. Prices for oarfteds currently range from
approximately $4 to $¢

Beverages

We offer made-to-order fresh-brewed teas in eaduoftores. Our customers may select any of theties of loose-leaf single-estate
and blended teas that we offer. Customers can ehtodsave their beverage served hot or cold.

Product Selection, Development and Sourcing

We select and develop an extensive offering of juemioose-leaf teas, authentic artisanal teawandsother tea-related merchandise.
Our merchandising team travels across global tgiame seeking superior teas and high quality tiauii tea merchandise. Our merchandising
team consists of a vice president of merchandiaimycategory managers, who leverage our comparigagive experience selecting and
developing our tea and tea-related merchandisepudiuct offering reflects tea communities in Japainina, India, South Korea and Europe
and we are constantly exploring different tea gesurom which to introduce new teas and tea-rélaterchandise to our customers. We also
work with our supplier partners to develop spetgal blends and innovative products that we sedroexclusive basis. We believe this
combination of product selection and product dewedent differentiates us from other specialty teaikers and helps drive our continued
strong financial results.

Teas

Our merchandising team selects the highest grafdgagie-estate teas sourced from tea gardens rhkes in tea-producing regions
around the world. We have well established relatidps with some of the industry’s most experienged influential tea brokers and tea
gardens and work closely with these suppliers ecseur single-estate teas. Multiple times a year,merchandising team travels to tea-
growing regions worldwide to select the best haeg$eas and, working through brokers or directihh\growers, oversees their preparatior
shipment. Our merchandising team has spent yeaedageng the sophisticated palate necessary tondisish the characteristics desired in the
highest-quality teas, and tastes, or “cups,” eachpte before purchasing and again before accegéligery. Although most tea trades in the
commodity market, premium
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loose-leaf teas of the quality we seek trade oagotiated basis at a substantial premium to comiytet prices. Tea supply and price can be
affected by multiple factors, including weatherlifieal and economic conditions, and currency fuattons.

Our merchandising team also focuses on the creafionr special tea blends using multiple varietiesingle-estate teas and herbal teas,
which are combined with spices, herbs, flower petatsential oils of fruits and other natural flawgs. Each type of tea that we sell has a
distinctive appearance, flavor, aroma, color, éaffeontent and healthful qualities. We have lotegrding collaborative relationships with tea
blenders from across the globe with whom we colatmto develop our blends. Our team spends sigmfiamounts of time cupping blends
under development to perfect the balance of flgwem@mas and colors. To provide our customersshfrea selection over time, we introduce
new teas at least two to three times per yearsaeH to replace 10-20% of our Wall of Tea selestievery year.

Tea-Related Merchandise

Our merchandising team selects high quality teatedl merchandise to enhance the enjoyment andierperof tea for our customers.
We travel throughout the world seeking out whatbgbeve is the finest tea-related merchandise alvkgl We believe that the artisanal
products that we select are best-in-class in ttmintries of origin.

We develop a variety of Teavabaanded merchandise in close collaboration with enams factories and foundries. Our branded pro
are customized to our specifications and we choagethe finest, high-quality products to introdula®e Teavana-branded merchandise. We
believe that by offering the finest quality prodsjabur customers naturally associate the Teavaraltwith distinction and excellence.

Quality Control

As part of our quality control, we test our tead &m-related merchandise to ensure complianceowitistringent quality standards. We
perform extensive sampling of teas during the bgiyirocess. In addition, our teas undergo rigorestirtg based on specifications established
by European Union regulations for the presencessfipides and heavy metal residues. We have impitesde program for third-party testing
of a sample of each batch of teas received atistritiiition center. We also have strict quality ttols around the manufacture of our tea-
related merchandise, and require certificates owmirig that all such merchandise is lead-free.

Sourcing

We do not own or operate any tea estates, blerapirgations or manufacturing facilities; instead,sserce our products from over 100
vendors across the globe. During fiscal 2010, worlargest vendors represented approximately 25841&f0, respectively, of our total
purchases of inventory goods. Approximately 90%wfpurchases are paid for in US dollars, withidhkance being denominated primarily in
Euros and Japanese yen.

Distribution

We distribute our loose-leaf teas and tea-relatecthandise to our stores and our e-commerce custdnoen our distribution center in
Stratford, Connecticut. Our products are typicalypped to our stores via a thiparty national transportation provider multiple ¢isnper weel

We have identified the need to expand our distidiutenter in order to support our near-term growtle have signed commitments to
expand our distribution center, for a modest chpitiday, in three separate phases during fiscalL2dhd fiscal 2012 to support our growing
operations through the first quarter of fiscal 20& have considerable experience expanding otritdison center, having completed similar
expansions
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successfully in fiscal 2009 and fiscal 2010. Furtlee have commissioned a study to assess ourteyngédistribution needs and to determine
the most efficient strategy to satisfy those needigch could include the addition of a second disiion center in another region of the United
States.

Marketing and Advertising

We believe that our high traffic store locationsl dline interactive, informative and immersive expece that we offer our customers
enable us to spend less on conventional advertibeng many other retailers. Our marketing stra@gyently emphasizes utilization of our
website and social media and mobile applicationgg¢ate a community of tea enthusiasts, build enstdoyalty and promote our brand
awareness. For example, we provide updates ontesesews, tea-making, tea gift ideas and relateitd via our “Heaven of Tea” blog on our
website, our Facebook page and our presence oteFwit December 2009, we introduced our Perfedasach® application, which can be
downloaded free of charge on the Apple iPhone Bad.i This application enables customers to shopeasrand tea-related merchandise,
locate a store and obtain information on blendingteas, and provides them with built-in music-anpanied timers to help brew the perfect
cup of tea. Additionally, we utilize banner adveetinents, search engine optimization and pay-pek-atrangements to help drive traffic to our
website.

We have built an email customer database with aqipattely 300,000 individual customer names as ofiday 30, 2011, substantially all
of which belong to households that placed an Imtieonder with us or made a store purchase fronmutiagithe previous 24 months. We utilize
this list to send direct marketing messages vialdm#hese customers to highlight new tea arriald announce promotional events. We do
not sell or provide any information from our cus&mdatabase to third parties.

Management Information Systems

Our management information systems provide a &fe of business process support to our storestang operations and store support
center teams. We believe our systems provide usemhanced operational efficiencies, scalabilitgréased management control and timely
reporting that allow us to identify and respondrémds in our business. We utilize a combinatiomdbistry standard and customized software
systems to provide various functions related to:

e point of sales
e inventory managemer
* warehouse management; &
» accounting and financial reportir
We believe our management information systems ltamethrough enhanced customer service, morei@ftioperations and increased

control over our business. Through our point oé sistem we are able to facilitate the operatidrmainstores and through our warehouse
management systems we can efficiently manage oentory of loose-leaf teas and tea-related merdlarftbm our store support center.

Competition

The US tea market is highly fragmented. We comgettly with a large number of relatively smaltlependently-owned tea retailers.
Additionally, relatively low barriers to entry ihe tea and beverage retail market may encourage @h and beverage retailers who may have
greater financial, marketing and operating resaithan we do to enter the specialty tea retail etarks we continue to expand geographici
we expect to encounter additional regional andllcompetitors.
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In the event that other tea and beverage retailges into the specialty tea retail market, weenaithat we will differentiate ourselves on
the basis of our market-defining brand, the “HeaoEMea” retail experience offered to customereun stores, our deep-rooted culture focused
on a passion for tea and career development, gieduality of our teas and tea-related merchandiseé,our proven and experienced senior
management team, all of which are competitive gtenthat we believe contribute toward offsetting telatively low barriers to entry noted
above.

We also compete indirectly with other vendors afske-leaf, bagged and ready-to-drink teas, such@ermarkets, club stores,
wholesalers and internet suppliers, as well as hadtliseware retailers and suppliers that offer teasvand related accessories.

In addition, we compete with numerous other ma#idubretailers for retail real estate locationsofar stores.

Trademarks and Other Intellectual Property

We regard intellectual property and other proprietayhts as important to our success. We own sg¥exdemarks and service marks !
have been registered with the US Patent and Tratte@féice, including Teavan@ , and the names oftebshe varieties of single-estate teas
and specially blended teas that we sell. We ha@ralgistered trademarks on our stylized logoshele applications pending with the US
Patent and Trademark Office for a number of addétionarks, including Heaven of Tea and Wall of @ad a number of varieties of our
single-estate teas and blended teas. We also omaidmames, including www.teavana.com, for our prirttrademarks and own unregistered
copyright rights in our website content. In additiove have registered or made application to regite or more of our marks in a number of
foreign countries and expect to continue to dangihié future as we expand internationally. Therelmmno assurance that we can obtain the
registration for the marks in every country wheggistration has been sought.

We also rely upon trade secrets and know-how teldgvand maintain our competitive position. We pobour intellectual property
rights through a variety of methods including tnadek and trade secret laws, as well as confidémytiajreements and proprietary information
agreements with vendors, team members, consubadtsthers who have access to our proprietaryrimdton.

We must constantly protect against any infringenbgntompetitors. If a competitor infringes on odemark rights, we may have to
litigate to protect our rights, in which case, waynincur significant expenses and divert signiftcaitention from our business operations.

Government Regulation

We are subject to labor and employment laws, lasv&mning advertising, privacy laws, safety regaliasi and other laws, including
consumer protection regulations that regulate lestaand/or govern the promotion and sale of merdis@ and the operation of stores and
warehouse facilities. We monitor changes in thasesland believe that we are in material compliamitie applicable laws.

Insurance

We use a combination of insurance and self-ins@w&mca number of risk management activities initlgdvorkers’ compensation,
general liability, automobile liability, and empleg-related health care benefits. We believe thatave adequately reserved for our self-
insurance liability related to medical coverag®of team members. We evaluate our insurance reqgeires on an ongoing basis to ensure we
maintain adequate levels of coverage.
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Employees

As of May 1, 2011, we employed 448 full-time an@2R, part-time employees, of whom 1,961 were emmlageur retail channel and
109 were employed in corporate, distribution amdatichannel support functions. None of our empgsyis represented by a labor union. We
consider our relationship with our employees tvée good.

Properties

We do not own any real property. Our store suppenter is located in Atlanta, Georgia and is leaseter a lease agreement expiring in
2024. The approximately 30,000 square foot spadades a simulated store that provides a forunpl@nning, visual and marketing concepts
prior to their execution in our stores.

Our approximately 80,000 square foot distributienter is located in Stratford, Connecticut. Outriistion center is leased under a le
agreement expiring in 2016 and 2020 (as to diffepentions of the facility).

As of May 1, 2011, we operated 161 stores in 3tstall of our stores are leased from third partied the leases typically have terar
terms. Some of our leases have early cancellataarses, which permit the lease to be terminatedisbyr the landlord if certain sales levels are
not met in specific periods or if a shopping cemnlees not meet specified occupancy standards.dii@ato future minimum lease payments,
some of our store leases provide for additionaialgmayments based on a percentage of net salakel at the respective stores exceed
specified levels, as well as the payment of comarea maintenance charges, real property insurarttecal estate taxes. Many of our lease
agreements have defined escalating rent provisivesthe initial term and any extensions.

Legal Proceedings

We are subject to various legal proceedings arithslavhich arise in the ordinary course of our bass Although the outcome of these
and other claims cannot be predicted with certaimgnagement does not believe that the ultimatdutsn of these matters will have a
material adverse effect on our financial conditimron our results of operations.
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MANAGEMENT

Executive Officers and Directors

The following table sets forth information regamliour executive officers, directors and directomimeees, as of the date of this
prospectus:

Name Age Position
Andrew T. Mack 46  Chairman of the Board, Chief Executive Offit
Daniel P. Glennoi 42 Executive Vice President, Chief Financial Offit
Peter M. Luckhurs 56 Executive Vice President, Operatic

Juergen W. Lin} 50 Vice President, Distributio

Robert A. Shapir 64  Vice President, Real Este

F. Barron Fletcher Il 44 Director

Michael J. Nevin¢ 48 Director

Thomas A. Saunders | 75 Director Nominee

John E. Kyee 64  Director Nominee

Robert J. Denni 57 Director Nominee

Executive Officers

Andrew T. Mackounded Teavana in 1997 and has served as our Ekésiutive Officer since that time. Mr. Mack hasmaserved as our
Chairman of the Board of Directors since 2010. Piadounding Teavana, Mr. Mack held various mamaget positions in the restaurant
industry. Mr. Mack is a graduate of East Tenne&tate University where he received a B.B.A in Méirige We believe that Mr. Mack is
qualified to serve on our Board of Directors dudhte perspective, experience, and operational &spen the retailing business which he has
developed as our founder and Chief Executive Office

Daniel P. Glennorhas served as our Executive Vice President, Chingfri€ial Officer since 2010 and served as our Chie&ncial
Officer from 2005 through 2010. Previously, Mr. &f®n was a manager at Marakon Associates and doweatArthur Andersen LLP and
served as the chief financial officer or vice pdesit of finance of three small or early-stage coapons. Mr. Glennon graduated from the
University of Georgia with a B.B.A. in Accountingié from Harvard Business School with an M.B.A. I@tennon is a certified public
accountant.

Peter M. Luckhurshas served as our Executive Vice President, Opesatince 2010 and served as our Vice Presidestéoes from
2005 to 2010. Previously, Mr. Luckhurst was with MMorth America for 15 years, most recently ashitesident. Mr. Luckhurst is a graduate
of the University of Aston in Birmingham where heeeived a B.Sc. in Behavioral Science.

Juergen W. Linkas served as our Vice President, Distributiones2@05. Previously, Mr. Link was the founder andsiitent of
SpecialTeas Inc. from 1996 to 2005. Mr. Link isradyate of the University of Munich with a degreéBusiness Management.

Robert A. Shapirtnas served as our Vice President, Real Estate 80@® Previously, Mr. Shapiro was Senior Vice Riexst of Real
Estate & Property Development for Zale Corporatidn. Shapiro graduated from the University of Demwith a B.A. in International Studie
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Directors and Director Nominees

F. Barron Fletcher lllhas served as a Director since 2004. Mr. Fletchtra founder of Parallel Investment Partners, eherhas serve
as the managing partner since 1999. Prior to founBarallel, Mr. Fletcher was a partner with Saund#arp & Megrue, a $1.2 billion private
equity firm focused on high growth, middle markehsumer companies, where he worked actively with Bollar Tree, Inc. and Hibbett
Sporting Goods, Inc. during the firm’s ownership.. Mletcher also serves as a member of the bo&sjsecialty retailers Mealey’'s Furniture,
Inc., The Fragrance Oultlet, Inc. and USA Discowtbrc. Mr. Fletcher is a graduate of Yale Univigrsivhere he received a B.A. in both
Mathematics and Economics. We believe that Mr.dRlet is qualified to serve on our Board of Direstdue to his extensive management
experience, his expertise with retailing comparaes| his service on the boards of directors ohgeaf other companies.

Michael J. Nevindias served as a Director since 2004. Mr. Nevingeseas a Senior Vice President-Leasing for the Melt&€€ompany
from 2005 to 2011 where he oversaw a substanti#iighio of properties. Mr. Nevins is a graduatekafnyon College where he received a B.A.
in Economics. We believe that Mr. Nevins is quatifito serve on our Board of Directors due to hiragional experience in the retailing
business and his background providing guidancecandsel to us as a Director during the companyosvir.

Thomas A. Saunders hias been nominated, and has agreed to serve, ambanof our Board of Directors effective upon the
consummation of this offering. Mr. Saunders hasibe President of Ivor & Co., LLC, a private intragnt company, since 2000.
Mr. Saunders was a founder of Saunders Karp & Me@artners, once a major investor in Dollar Tree, Before founding Saunders Karp &
Megrue Partners in 1990, Mr. Saunders was a Magdgjrector of Morgan Stanley & Co. from 1974 to 8981r. Saunders currently serves as
a member of the boards of directors of Dollar Taad Hibbett Sporting Goods. Mr. Saunders graduiated the Virginia Military Institute witl
a B.S. in Electrical Engineering and from the Umngity of Virginia with an M.B.A. We believe that MBaunders is qualified to serve on our
Board of Directors due to his extensive backgroumnahd experience with retail companies, along Withservice on the boards of directors of
other private and public companies.

John E. Kyeebas been nominated, and has agreed to serve, asnbanof our Board of Directors effective upon chasummation of
this offering. Mr. Kyees served as the Chief Ineefelations Officer of Urban Oultfitters, Inc. i0T0 and as Chief Financial Officer from
2003 to 2010. Mr. Kyees has over 30 years of egpes as a chief financial officer, including nireays of experience serving as chief finar
officer for a public company. Mr. Kyees is currgral director and member of the audit committee a$ual Male Retail Group, Inc., a publicly-
traded specialty retailer of men’s clothing. Mr.d€g is also currently a director and chairman efatidit and compensation committees of
Vera Bradley, Inc., a publicly-traded luggage aaddbag retailer. Mr. Kyees graduated from the Unsitye of Kansas with a B.S. in Business
Administration and from the University of Detroiittvan M.B.A. We believe that Mr. Kyees is qualiito serve on our Board of Directors due
to his extensive background with retail compariiés financial expertise developed as a chief fitarafficer, and his service on the boards of
directors of other companies.

Robert J. Dennitas been nominated, and has agreed to serve, ambenof our Board of Directors effective upon ¢cbasummation of
this offering. Mr. Dennis is the chairman of theabw of directors of Genesco Inc., a publicly tradpdcialty retailer. Mr. Dennis has been the
President and Chief Executive Officer of Genesao &ince 2008 and served as its President and Olpiefating Officer from 2006 through
2008. He has over 25 years of experience in tlad ratlustry, including his tenure at Genesco Itftree years as Chief Executive Officer of
Hat World, Inc. prior to its acquisition by Genedno., three years in a senior position with AsbAgtomotive and 13 years with McKinsey &
Company, becoming a partner and a leader of thédiNorth American Retail Practice. Mr. Dennis gratéd from Rensselaer Polytechnic
Institute with a B.S. in biochemistry and an Misorganic chemistry. In addition, Mr. Dennis graitaefrom Harvard Business School with an
M.B.A. We believe that Mr. Dennis is qualified terge on our Board of Directors due to his broadeeigmce and operational background in
the retail business, along with his service onbtb@&rd of directors of Genesco Inc.
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Board Composition
Our Board of Directors currently consists of thdgectors: Messrs. Mack, Fletcher and Nevins. Carely with the consummation of
this offering, Messrs. Dennis, Kyees and SaundeaB also be appointed as directors.

We have determined that each of Messrs. Dennise&yéevins and Saunders is an independent diredttn the meaning of the
applicable rules of the SEC and the New York Stex&hange, and that each of Messrs. Dennis, Kyeglawins is also an independent
director under Rule 10A-3 of the Exchange Act far purpose of audit committee membership. In aatditbur Board of Directors has
determined that Mr. Kyees is a financial expertinitthe meaning of the applicable rules of the $5E the New York Stock Exchange.

Board Committees

Our Board of Directors has established the follgraemmittees: an audit committee, a compensatiomttiee and a nominating and
corporate governance committee. Upon consummatfithisooffering, each member of these committedsheiindependent as defined under
the rules of the SEC and the New York Stock Exchamycurrently in effect, and we intend to compithwvadditional requirements to the
extent they become applicable to us. Our Boardigddbors may from time to time establish other cattees.

Audit Committee

Our audit committee oversees our corporate acaogiatind financial reporting process. Among othertengt our audit committee:

» isresponsible for the appointment, compensati@hratention of our independent auditors and reviemg evaluates the audit’
qualifications, independence and performal

» oversees our audit¢ audit work and reviews and j-approves all audit and n-audit services that may be performed by th
» reviews and approves the planned scope of our dandd;
* monitors the rotation of partners of the indepemdeiditors on our engagement team as requiredvigy

* reviews our financial statements and discusseswithagement and our independent auditors the sesfuthe annual audit and t
review of our quarterly financial statemer

* reviews our critical accounting policies and estiesz

» oversees the adequacy of our accounting and fiaboantrols;

» annually reviews the audit committee charter aedcthmmitte’s performance

» reviews and approves all rela-party transactions; ar

» establishes and oversees procedures for the rersigntion and treatment of complaints regardicgpanting, internal controls «
auditing matters and oversees enforcement, conggliand remedial measures under our code of cor

The current members of our audit committee are Me&detcher and Nevins. Upon the consummatiohisfdffering, our audit
committee will consist of Messrs. Kyees, Dennis hiedins, with Mr. Kyees serving as the chairmaowaf audit committee and our audit
committee financial expert as currently definedemabplicable SEC rules. We believe that the coitipasof our audit committee meets the
criteria for independence under, and the functigmhour audit committee complies with, the apfiearequirements of the New York Stock
Exchange and the SEC rules and regulations.

Our Board of Directors will adopt a written charfer our audit committee, which will be available our website at www.teavana.com
upon the consummation of this offering.
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Compensation Committee

Our compensation committee reviews, recommendspprbves policy relating to compensation and bé&nefiour officers and
directors, administers our stock option and bemudihs and reviews general policy relating to conga¢éion and benefits. Duties of our
compensation committee include:

* reviewing and approving corporate goals and ohjestrelevant to compensation of our directors,faecutive officer and othe
executive officers

» evaluating the performance of the chief executiffieer and other executive officers in light of 8egoals and objective

» based on this evaluation, determining and approtriegChief Executive Officer's compensation andremending to our Board of
Directors the proposed compensation of our othecetkve officers

« administering the issuance of stock options andradiwards to executive officers and directors umdercompensation plans; a

* reviewing and evaluating, at least annually, théqumance of the compensation committee and its bees) including compliance
of the compensation committee with its char

Upon the consummation of this offering, our compdiosm committee will consist of Messrs. Dennis, Eyand Nevins, with Mr. Dennis
serving as the chairman of our compensation coramittVe believe that the composition of our compgmsaommittee following this offerin
will meet the criteria for independence under, Hrafunctioning of our compensation committee wilmply with, the applicable requirements
of the New York Stock Exchange and the SEC rulesragulations.

Our Board of Directors will adopt a written charfer our compensation committee, which will be dafalie on our website at
www.teavana.com upon the consummation of this offer

Nominating and Corporate Governance Committee

We do not currently have a nominating and corpogateernance committee; however, we plan to establisominating and corporate
governance committee prior to the consummatiomisfdffering. Upon consummation of this offeringirmominating and corporate
governance committee will consist of Messrs. Satgydgennis, Kyees and Nevins, with Mr. Saundergisgras the chairman of our
nominating and corporate governance committee.nominating and corporate governance committee ifieshtndividuals qualified to
become directors; recommends to our Board of Doredlirector nominees for each election of dires;tdevelops and recommends to our
Board of Directors criteria for selecting qualifidtector candidates; considers committee membalifgpations, appointment and removal;
recommends corporate governance guidelines apf#italus; and provides oversight in the evaluatibaur Board of Directors and each
committee. We believe that the composition of camimating and corporate governance committee nbetsriteria for independence under,
and the functioning of our nominating and corpogdgernance committee complies with, the applicadtgiirements of the New York Stock
Exchange and the SEC rules and regulations.

Our Board of Directors will adopt a written charter our nominating and corporate governance cotemitwhich will be available on
our website at www.teavana.com upon the consummafithis offering.

Compensation Committee Interlocks and Insider Parttipation

None of our executive officers serves as a membtiredboard of directors or compensation commitieany other entity that has one or
more executive officers who serve on our Board iné€ors or compensation committee.
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Code of Business Conduct and Ethics

We will adopt a code of business conduct and etgigdicable to our principal executive, financialeaccounting officers and all persc
performing similar functions. A copy of that coddllwe available on our website at www.teavana.agun consummation of this offering. \
expect that any amendments to such code, or anyevgadf its requirements, will be disclosed on website.

Director Compensation

Prior to this offering, members of our Board of &itors have not received cash compensation fargbetices as directors, except for
reimbursement of reasonable and documented codtsxgrenses incurred by directors in connection aftanding any meetings of the Board
of Directors or any committee thereof. Parallelyiich Mr. Fletcher is the founder and managingrgat has received fees from us, as well as
reimbursement of reasonable out-of-pocket expeinsesred by it, for advisory services performedRarallel pursuant to a letter agreement.
See “Certain Relationships and Related Party Tings—Advisory Services Agreement.” At least ofi@ar directors has received equity
grants from us in prior fiscal years for his see@@rovided as a director, as discussed in moegl drethe next paragraph.

We did not pay any cash or equity compensationgmbrers of our Board of Directors during fiscal 2@E@ause all of our directors ot
than Mr. Nevins were either employees of our comparaffiliated with our stockholder, Teavana Intvesnt LLC. In fiscal 2005 and fiscal
2009, we granted to Mr. Nevins non-qualified stopiions to purchase 37,029 shares and 18,515 shfames Class A common stock at
exercise prices of $1.12 per share and $2.43 gee stespectively.

After the consummation of this offering, our exéeeitofficers who are members of our Board of Dicestand the directors who continue
to provide services to, or are affiliated with, &kal or funds advised by Parallel will not rece@mpensation from us for their service on our
Board of Directors. Accordingly, Messrs. Mack ardt€her will not receive compensation from us fwgit service on our Board of Directors.
Only those directors who are considered independiesdtors under the corporate governance ruléiseoNew York Stock Exchange will be
eligible to receive compensation from us for thsirvice on our Board of Directors. Messrs. Nev8mnders, Kyees and Dennis and other
independent directors will be paid quarterly irears the following amounts:

* a base annual retainer of $50,000 in ¢
+ an additional annual retainer of $35,000 in casfhnéochairman of the audit committee; ¢

* an additional annual retainer of $25,000 in castaith of the chairmen of the compensation comméitekthe corporal
governance and nominating committ

In addition, upon initial election to our BoardDirectors, each independent director will be grdrae option to purchase 7,500 shares of
our common stock, or such other amount as our cosgt®n committee may from time to time determka. each year of continued service
thereafter, each independent director will be grdran annual option to purchase 2,000 shares afamnmon stock, or such other amount as
our compensation committee may from time to timegheine. Each grant will be subject to the sammsess those of our employees as
described in the disclosure summarizing our 201ditifdncentive Plan. See “Compensation Discussimh Analysis—Stock Option and Other
Compensation Plans—2011 Equity Incentive Plan."Wilealso reimburse directors for reasonable expsriacurred to attend meetings of our
Board of Directors or committees.

Director and Officer Indemnification Agreements

We have entered into indemnification agreements eétch of our current directors and executive efic These agreements require us to
indemnify these individuals to the fullest exteetmpitted under Delaware law against liabilitiest timay arise by reason of their service to us,
and to advance expenses incurred as a result giracgeding against them as to which they coulshéemnified. We also intend to enter into
indemnification agreements with our future direstand executive officers.
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COMPENSATION DISCUSSION AND ANALYSIS

The following discussion describes and analyzesmacutive compensation structure and our compiensiatr our named executive
officers for fiscal 2010, who include Andrew T. Maour Chairman and Chief Executive Officer (“CEQDaniel P. Glennon, our Executive
Vice President, Chief Financial Officer (“CFQ”),cReter M. Luckhurst, our Executive Vice Presid@perations, Juergen W. Link, our Vice
President, Distribution, and Robert A. Shapiro, dige President, Real Estate (collectively, our DHE or our “named executive officers”).
Detailed information regarding compensation paiduonamed executive officers in fiscal 2010 isfeeth in the “Summary Compensation
Table” below.

Compensation Philosophy and Objectives

Our intent and philosophy in determining compemsegiackages at the time of hiring new executivasite®en based in part on providing
compensation sufficient to enable us to attractdlent necessary to further develop our busingkse at the same time being prudent in the
management of our cash and equity in light of tages of the development of our company. Compensati@ur NEOs after the initial period
following their hiring has been influenced by threaunts of compensation that we initially agreegdg them, as well as by our evaluation of
their subsequent performance, changes in theild@feesponsibility, prevailing market conditionise financial condition and prospects of our
company and our attempt to maintain some levahtefrnal equity in the compensation of existing exiees relative to the compensation paid
to more recently hired executives.

We compensate our NEOs with a combination of bakeiss, cash bonuses, long-term equity compemsatid other compensation. We
think this combination of cash, bonus and equitamls is largely consistent with the forms of congagion provided by other companies with
whom we compete for executive talent, and, as sachpackage that is consistent with the expextatof our executives and of the market for
executive talent. Although we do not engage in herarking or use the services of an independent easgiion consultant, our Board of
Directors may also consider compensation levels wdtmparable positions in our industry and maraetvaluate the total compensation
decisions that it makes for our officers. The priynabjectives of our executive compensation progaaenas follows:

» to attract and retain talented and experiencedutixes in our industry
» to reward executives whose knowledge, skills antbpmance are critical to our succe

* to ensure fairness among the executive managemamtly recognizing the individual contributionsteagecutive officer makes
our success; ar

» to align the interests of our executive officerd atockholders by incentivizing executive officemsncrease stockholder value &
rewarding executive officers when stockholder vahoeeases

Elements of Compensation
Our current executive compensation program congfdfse following key components:

Base salary

The primary component of compensation of our exeeufficers has historically been base salary.eBssdary represents the most basic,
fixed portion of our NEOs’ compensation and is mportant element of designing a compensation prodeaattract and retain talented
executive officers. We believe that we must mamtabase salary that is sufficiently competitivepasition us to attract talented and
experienced executives, and that it is importaat tlur NEOs believe that over time they will coogrto earn a salary that they regard as
competitive. Base salaries are reviewed at theoéedch fiscal year by our CEO (other than wittpees to his own base salary) and Board of
Directors and salary increases typically take ¢ff¢¢he beginning of the first quarter of the daling fiscal year, unless business circumsta
require otherwise.
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Cash bonuses

We offer our executive officers the opportunitypi@rticipate in an annual cash bonus plan to aligrfinancial incentives of our execut
officers, including our NEOSs, with our short-terqesating plan and long-term strategic objectives thie interests of the company and our
stockholders. Typically, the bonuses for our exgeubfficers are linked to the achievement of dart our annual financial objectives. These
bonus opportunities allow us to reward our exeeutifficers only if we achieve the goals pre-sebbyBoard of Directors.

Prior to the beginning of each fiscal year, our loaf Directors, in consultation with the CEO otliean with respect to himself,
determines the financial objectives upon which ahbonuses for the fiscal year will be based, atdldishes a target award for each execi
officer. After the end of the fiscal year, the Bdbaf Directors, in consultation with the CEO (otliean with respect to himself), determines the
extent to which the financial objective(s) were nagtd calculates the formula payout level for eexxadcutive officer. In addition, our CEO
evaluates each executive officer’s overall indigbperformance (other than his own) and makes resamdations to the Board of Directors
regarding the formula bonus payout level descrédtsalve. Our Board of Directors takes into accouat@EO’s recommendations and conducts
the same analysis for the CEO, and determinedriabtfonus amounts.

Long-term equity compensation

Our equity program, which we have historically adistered through our 2004 Management Incentive, athesigned to be sufficiently
competitive to allow us to attract and retain tédelnexecutives. We have historically used non-jedlistock options as the form of equity
award for executives. Because we award stock optioth an exercise price equal to the fair marlati® of our common stock on the date of
grant, these options will have value to our NEOly drthe market price of our common stock incresaaéter the date of grant. Our stock option
awards generally vest and become exercisableaée af 25% each year, commencing with the firsiversary of the grant. Our Board of
Directors believes that these stock option awalige #éhe interests of our named executive officgith those of the company and its
stockholders, because they create the incentitseitd stockholder value over the long-term. In &iddi, our Board of Directors believes the
vesting provisions of our equity awards enhancesbility to retain our executives. In order taratt and retain highly-qualified executives,
we generally compare our equity compensation progoacompensation programs provided by other peiesjuity-backed companies in our
market.

We generally grant stock options to executive efficin connection with their hiring. The size of thitial stock option award is
determined based on the executive’s position wstlnd takes into consideration the execusividse salary and other compensation. The i
stock option awards are intended to provide thew@kee with an incentive to build value in the ongaation over an extended period of time,
while remaining consistent with our overall compeitn philosophy. We may also grant additional ktogtion grants in recognition of a
commendable performance and in connection witly@ifitant change in responsibilities, past perfanggand anticipated future contributions
of the executive officer, the executive’'s overaihgpensation package and the executive’s existingyeholdings. Stock options are granted
with an exercise price equal to the fair value wf stock on the applicable date of grant. Followtiimg consummation of this offering, we exf
to determine fair value for purposes of stock apfinicing based on the most recent closing priceusfcommon stock on the New York Stock
Exchange.

In conjunction with this offering, we intend to gddhe 2011 Equity Incentive Plan and grant Messtennon and Luckhurst additional
stock options, as discussed in “—Actions Taken 8qgbent to Fiscal 2010.”

Other compensation

We also provide limited other executive benefitd prrquisites and limited change in control berdétour named executive officers as
described further under “—Fiscal 2010 Compensdiienisions” below.
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Compensation Decision Process
Historic

Prior to this offering, we were a privately-heldhgoany with a relatively small number of stockhokleks a result, we have not been
subject to any stock exchange listing or SEC rregsliring a majority of our Board of Directors te independent. Since our formation, our
Board of Directors has overseen the compensatianioéxecutive officers and our executive compeaosgirograms and initiatives. While we
have had a Compensation Committee of the Boardretidrs, this committee has acted primarily iredwisory role, assisting the Board of
Directors in compensation matters. The Board oé&ors has also sought, and received, significgnttifrom our CEO with regard to the
performance and compensation of executives otlaer imself. In addition, certain of our director®pto this offering had significant
experience with private equityacked companies and the executive compensatictigasof such companies, and have applied this/letye
and experience to their judgments regarding ourpssmeation decisions.

Post-offering

Prior to the consummation of this offering, we ectpeur Board of Directors to adopt a charter fa& @ompensation Committee that is
compliant with the applicable requirements of tteaNY ork Stock Exchange and the SEC rules and régnfa In accordance with the new
charter, the Compensation Committee will deternaing approve the annual compensation of our CEQetaimmend to the Board of
Directors proposed compensation for our other ekeeofficers, and will regularly report its comption decisions to the full Board of
Directors. The Compensation Committee will also anilster our equity compensation plans, including 2011 Equity Incentive Plan, which
will become effective prior to the consummatiorttué offering. The Compensation Committee has ebinyade significant decisions about the
process that it will employ in performing thesedtions. As we gain experience as a public comparyexpect that the specific direction,
emphasis and components of our executive compengatogram will continue to evolve. Accordinglyethompensation paid to our named
executive officers for fiscal 2010 may not neceibsée indicative of how we may compensate our ndueeecutive officers following this
offering.

Fiscal 2010 Compensation Decisions
Base Salary

In past years, the Board of Directors has reviethiedbase salaries of our NEOs in the fourth quafteach fiscal year, taking into
account their general knowledge of the compensatiantices within our industry, our CEQ’s base satacommendations, the scope of each
NEQ's performance, individual contributions, respoilgibs, experience, prior salary level and, in tase of a promotion, current position. As
part of our annual review process, our Board o&Etinrs approved annual increases in base salaeatdr of our NEOs effective at the
beginning of fiscal 2010. These increases were 4d%ll our NEOs and took into account accomplishis of each individual during the pr
fiscal year. Mr. Mack’s base salary increased f&805,000 to $327,600; Mr. Glennon'’s base salarseemed from $200,000 to $208,000;

Mr. Luckhurst’'s base salary increased from $200@06208,000; Mr. Link’s base salary increased f&i80,000 to $187,200; and
Mr. Shapiro’s base salary increased from $174,608181,480. During the course of fiscal 2010, tha of Directors increased each of
Messrs. Glennon’s and Luckhurst's base salary 80F®0 in connection with their respective promgito Executive Vice President.

Subsequent to this offering, we expect our Comp@ars€&€ommittee to conduct an annual review of &dED’s base salary, with input
from our CEO (other than with respect to himselfyd to make adjustments, including downward adjasts) as it determines to be reasonable
and necessary to reflect the scope of a NEO’s padoce, individual contributions, responsibilitiegperience, prior salary level, position (in
the case of a promotion) and market conditions.
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Cash Bonus

Our Board of Directors adopted an annual cash bptausfor fiscal 2010 in order to reward the perfance of our executive officers in
achieving our financial and strategic objectiveadér the fiscal 2010 bonus plan, our Board of Doecestablished threshold, target and
maximum bonus amounts (expressed as a percentége®talary) for each of our NEOs that would bexpayable upon the achievement of
the applicable performance metric. The Board o&Etiors designed the bonus program so that therpgafee goals, even at the threshold
level, would require a significant level of perfante, and the target and maximum bonus amountaivb@usubstantially more difficult to
achieve. The following table shows the 2010 boangdts as a percentage for each NEO’s base salary:

Threshold Bonus Target Bonus Maximum Bonus
Amount Amount Amount

Named Executive Officer (as a percentage of base salar

Andrew T. Mack 15.(% 30.(% 40.%
Daniel P. Glennoi 12.5% 25.(% 35.%
Peter M. Luckhurs 12.5% 25.(% 35.(%
Juergen W. Linl 10.(% 20.(% 30.(%
Robert A. Shapir 10.(% 20.(% 30.(%

For fiscal 2010, the Board of Directors utilizedths objective performance metric our achieveméitdjusted EBITDA targets. The
Board of Directors chose Adjusted EBITDA as theeglije performance metric as this metric tracké lmampany earnings and cash flow and
is indicative of our overall market value. For posps of our cash bonus plan for fiscal 2010, AéuiEEBITDA is defined as earnings before
interest, tax, depreciation and amortization, ediclg fees paid to Parallel pursuant to the adviseryices fee agreement with Parallel and
reimbursement of travel-related expenses incuoedtend meetings of the Board of Directors. TharB®f Directors determined that use of
Adjusted EBITDA was more appropriate than EBITDAtl& objective performance metric because AdjuBBI DA excludes the impact of
certain categories of Board-related expenses oh@hwour NEOs had no control in the period.

For purposes of our cash bonus plan for fiscal 20i®Adjusted EBITDA targets were set at threshiadyet and maximum amounts as
follows:

Adjusted EBITDA
(dollar amounts in millions)
Thresholc $ 19.1
Target 20.1
Maximum $ 24.1(1)

(1) Represents the maximum Adjusted EBITDA amount lokBOs other than Mr. Mack. The maximum AdjusteBIEDA for Mr. Mack was $26.1 million

The Adjusted EBITDA performance metric was apptie@ll our NEOs, with the Board of Directors resegvthe right, in the case
of Messrs. Luckhurst and Shapiro, to make a negatiljustment based on the NEO’s performance agailditional specified operating
metrics. In the case of Mr. Luckhurst, the applieadperating metrics were field contributions, stpayroll and other store operating costs. In
the case of Mr. Shapiro, the applicable operatiegrimwas average capital expenditures for newestokt the time the Adjusted EBITDA
performance metrics were set, our Board of Direcbmlieved that the metrics were challenging aatittie achievement of the performance
metrics at the target level would require supeperformance.
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In making its award decisions, the Board of Direstimok into account that our actual Adjusted EBAar fiscal 2010 of $28.3 million
exceeded the Adjusted EBITDA target amount of $20illion by over $8 million, or approximately 41%he Board of Directors determined
that because our financial performance exceededdhested EBITDA maximum amount, each of our NECssvawarded the maximum
payout under the 2010 bonus plan. In light of Mesksuckhurst's and Shapiro’s performance agaireit tiespective specified operating
metrics, the Board did not make a negative adjustitetheir payouts. The actual payouts to each ME@ as follows:

Target Bonus Actual Bonus
Named Executive Officer Amount Amount
Andrew T. Mack $ 98,28( $ 131,04(
Daniel P. Glennol 55,02¢ 77,04(
Peter M. Luckhurs 55,02¢ 77,04(
Juergen W. Lin} 37,44( 56,16(
Robert A. Shapirt $ 36,96( $ 54,44¢

Long-Term Equity Based Compensation
In fiscal 2010, our Board of Directors did not grany equity awards to our executive officers.
Other Executive Benefits and Perquisites

We provide the following benefits to our executoféicers:
* health, disability and life insuranc
» vacation, personal holidays and sick days;
* a401(k) plan

Unlike our other eligible employees, for our exéeribfficers, we pay the entire amount of the Headsurance premiums. We also carry
a separate disability insurance policy for our exize officers. We pay the entire premiums for executive officers who are eligible for this
additional disability insurance policy. We belighese benefits are generally consistent with tledseed by other companies with which we
compete for executive talent.

Severance and Change in Control
We provide limited benefits to certain of our NE@son termination and changes in control, as sunzadelow.

Employment Agreemenif/e are party to existing employment agreements Mikssrs. Mack and Link, which were amended and
restated as of April 22, 2011. We have enteredeémiployment agreements with Messrs. Glennon an&huwrst dated as of April 22, 2011. ¢
“—Agreements with Executives.” The amended andatestemployment agreements with Messrs. Mack ankl &nd the employment
agreements with Messrs. Glennon and Luckhurst geofar severance and other benefits which are deditp provide economic protection so
that an executive can remain focused on our busiwéhout undue personal concern in the eventttisgposition is eliminated or significantly
altered by us, which is particularly importantighit of the executives’ leadership roles at the pany. The Board of Directors believes that
providing severance or similar benefits is commoroag similarly situated companies and remains ¢isdé recruiting and retaining key
executives, which is a fundamental objective of exgcutive compensation program. For more inforomategarding the potential payments
and benefits that would have been provided to anmed executive officers in connection with a teiation of employment on January 30,
2011 had Messrs. Mack’s and Link's amended andtesdtemployment agreements and Messrs. Glennod’swkhurst's employment
agreements been in effect on such date, please-deatential Payments upon Termination or Chang€antrol,” below.
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Change in Control Provision3.he prospect of a change in control of the compzmycause significant distraction and uncertaioty f
executive officers and, accordingly, the Board okbtors believes that appropriate change in coptavisions in equity award agreements
important tools for aligning executives’ interestshange in control transactions with those of stockholders by allowing our executive
officers to focus on strategic transactions thay m&in the best interest of our stockholders withsndue concern regarding the effect of such
transactions on their continued employment.

Accordingly, upon a change in control or a quatifipiblic offering (as such terms are defined inapplicable award agreement), any
unvested stock options granted pursuant to the B#agement Incentive Plan automatically and imuaed) vest, and the holder of such
options may exercise such options in whole or in fheereafter. This offering constitutes a quatifigublic offering and therefore 100% of the
unvested stock options of Mr. Link will become \egktFor a discussion of the impact of a changeofrol on equity awards that may be m.
under the 2011 Equity Incentive Plan, which weridtéo adopt prior to the consummation of this offgy see “—2011 Equity Incentive Plan—
Change in Control.”

For more information regarding the potential paytaemd benefits that would be provided to our namestutive officers in connection
with a change in control on January 30, 2011, gleae “—Potential Payments upon Termination or Gaam Control,” below.

Other Compensation Practices and Policies
Tax Considerations

Section 162(m) of the Internal Revenue Code of 188@&mended (“Code”), generally disallows a fddamme tax deduction to public
corporations for compensation greater than $1 oniliaid for any fiscal year to the corporation’seZlexecutive Officer, a Chief Financial
Officer and to the three most highly compensateztetive officers other than the Chief Executivei€f and Chief Financial Officer. As we
are not currently publicly-traded, our Board of &itors has not previously taken the deductibilityittimposed by Section 162(m) into
consideration in setting compensation. We expettahr Compensation Committee will adopt a policgane point in the future that, where
reasonably practicable, will seek to qualify theiatale compensation paid to our executive offidersan exemption from the deductibility
limitations of Section 162(m). Until such policyimplemented, our Compensation Committee maysijutigment, authorize compensation
payments that do not consider the deductibilityitimposed by Section 162(m) when it believes thath payments are appropriate to attract
and retain executive talent. Under a transitioe,rfdr a limited period of time after a company draes publicly held, the deduction limits do
not apply to any compensation paid pursuant tonapemsation plan or agreement that existed wheodhgany was not publicly held.

Policy regarding the timing of equity awards

As a privately-owned company, there has been néeh&or our common stock. Accordingly, in fiscallf) we had no program, plan or
practice pertaining to the timing of stock optigraugts to executive officers coinciding with theeigde of material non-public information. We
do not, as of yet, have any plans to implement sugfogram, plan or practice after becoming a pulimpany. However, we intend to
implement policies to ensure that equity awardggaaated at fair market value on the date of grant.

Stock Ownership Policies

We have not established stock ownership or sirgilédelines with regard to our executive officerd. & our executive officers currently
have a direct or indirect, through their stock optholdings, equity interest in our company, andoekeve that they regard the potential ret
from these interests as a significant elementaif {hotential compensation for services to us.
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Recoupment Policy

We currently do not have a recoupment policy tastdpr recover bonuses or incentive compensati@htpaxecutive officers where
such bonuses or payments were based on finanatahstnts that were subsequently restated or otbeamended in a manner that would t
reduced the size of such bonuses or payments. Waeee publicly traded, we will become subjectit® tecoupment requirements under
Sarbanes-Oxley, the Dodd-Frank Wall Street Refanch@onsumer Protection Act and other applicableslaw

Risk Considerations in Our Compensation Program

We believe that the mix and design of the elemehtair employee compensation policies and practicesot motivate imprudent risk
taking. Consequently, we are satisfied that angm@l risks arising from our employee compensatiolicies and practices are not reasonably
likely to have a material adverse effect on the jgany.

Actions Taken Subsequent to Fiscal 2010
Employment Arrangements

With effect from April 22, 2011, we entered into @nded and restated employment agreements with Médack and Link and new
employment agreements with Messrs. Glennon andhwsk The terms and conditions of these new omale and restated employment
arrangements are set forth below.

Amended and Restated Employment Agreements witrdidtack and LinkUnder Messrs. Mack’s and Link’s amended and redtate
employment agreements, each of Messrs. Mack’s arldsLterm of employment will be for a period ofée years, commencing on the
effective date of the amended and restated agrasnseiject to automatic renewal for additional-gear terms. Under his amended and
restated agreement, Mr. Mack’s base salary is 8883 equivalent to his base salary for fiscal 20Ut)der his amended and restated
agreement, Mr. Link’s base salary is $196,560 (egjant to his base salary for fiscal 2011). EachMessrs. Mack and Link will be eligible to
participate in all pension, medical, retirement attter benefit plans and programs generally avigiledbour senior officers. Under each of the
amended and restated employment agreements, wéemaipate the NEO’s employment without Cause (dimee below) at any time, upon
30 calendar days’ written notice to him and he mesygn for Good Reason (as defined below), witlt@@ndar days’ notice. If we terminate
such NEO without Cause, or if he resigns for Goed$on, we are required to continue to pay the NiE®@dse salary for 18 months following
the termination date, subject to his executiona@elivery to us of a general release of claims infauor. If we terminate either of
Messrs. Mack or Link for Cause, if he resigns othen for Good Reason, or if his employment terteisa@ue to death or Disability (as defii
below), we are required only to pay such NEO (srdstate) his accrued but unpaid salary and unteset expenses for which he is entitle
reimbursement from us.

Employment Agreements with Messrs. Glennon andhiuuskUnder Messrs. Glennon’s and Luckhurst’'s employnagméements, each
of Messrs. Glennon’s and Luckhurst’s term of empient will be for a period of three years, commegan the effective date of their
agreements, subject to renewal for additional cgee-yerms. The initial term and each successiveyene period is referred to as the
“Employment Period.” The employment agreements gritlvide that Messrs. Glennon and Luckhurst widreeeceive an annual base salary of
$250,000 (equivalent to their respective base igaldor fiscal 2011). Each of Messrs. Glennon andkhurst will be eligible to participate in
all pension, medical, retirement and other bemddibs and programs generally available to our adbaror officers. We may terminate the
employment of each of Mr. Glennon and Mr. Luckhuvghout Cause at any time, upon 30 calendar dayitten notice to such NEO and he
may resign for Good Reason, with 30 calendar dagste. If we terminate either Mr. Glennon or Mudkhurst without Cause, or if he resigns
for Good Reason, we are required to continue tospap NEO his base salary for 18 months followhngtermination date, subject to his
execution and delivery to us of a general reledstaoms in our favor. If either Mr. Glennon or Mruckhurst is terminated by us for Cause, if
he resigns other than for good reason or if hisleympent terminates due to death or disability, weraquired only to pay such NEO his
accrued and unpaid salary and unreimbursed expémseich he is entitled to reimbursement from As.part of their respective employment
agreements, Messrs. Glennon and
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Luckhurst have also agreed to provisions relatingan-competition, noselicitation, confidentiality and protection of oatellectual property

For purposes of the amended and restated employagesements of Messrs. Mack and Link and the empéoy agreements of Messrs.
Glennon and Luckhurst, the terms “Cause,” “Gooddeeaand “Disability” have the meanings set fortidw:

“Cause” means (i) the failure by the employee tdgren his duties in any material respect after oeable notice and an opportunity to
cure; (i) the conviction of the employee of anjofey or the plea by the employeeraflo contenderéo any felony; (iii) personally or on behalf
of another person, receipt by the employee of @fiterelating to the Company or its subsidiariest®ifunds, properties, opportunities or other
assets that the Board of Directors considers fio b@lation of a policy of the Company, applicaldev, or constituting fraud, embezzlement or
misappropriation; (iv) the failure by the employteecomply in any material respect with any writfglicy of the Company after reasonable
notice and an opportunity to cure; (v) the willfohterial misstatement of the financial recordshef Company or its subsidiaries or complicit
actions in respect thereof; (vi) the willful faikuto disclose material financial or other informatto the Board of Directors; (vii) the material
breach by the employee of any of the terms of gi@able employment agreement; or (viii) dispanagihe Company, its subsidiaries or its
executives or employees, or engaging in any conthattwould tend to materially harm their reputatio

“Disability,” if the Company or its subsidiary Teava Corporation provides long-term disability irsswre to its employees generally, has
the meaning set forth in the plan regarding ellgibfor long-term disability insurance; otherwigbge term “Disability” means a physical or
mental incapacity as a result of which the empldyseomes unable to continue to perform fully hisegdufor 60 consecutive calendar days or
for shorter periods aggregating 120 or more dayinl2-month period or upon the determination bgemsed medical doctor practicing as a
specialist in the area to which the alleged digghiélates selected by the Company that the engglayill be unable to return to work and
perform his duties on a full-time basis within 30endar days following the date of such determimatin account of mental or physical
incapacity. The Board of Directors’ determinationits sole discretion, as to whether a Disabiigysts and the initial date of Disability is final
and binding upon the parties to the employmenteagesnts.

“Good Reason” means the occurrence of any of thewimg events, without the employee’s consenttl{sy Company’s material breach
of the employee’s employment agreement; (ii) treégasnent of the employee to a position, resporisés| or duties of a materially lesser
status or degree of responsibility than his posjtresponsibilities, or duties as of the effectiate of the agreement; or (iii) relocation of the
employee’s principal workplace to a location tlsatriore than 50 miles away from the location oretffiective date of the agreement. Nedoc
Reason” exists unless (x) the employee notifiesbmpany in writing within 60 days after the initéxistence of any condition listed above,
and the Company fails to cure the condition witBindays after receiving notice, and (y) the empdageminates employment by no later than
150 days after the initial existence of any cowditisted above.

Adoption of 2011 Equity Incentive Plan

Our Board of Directors has adopted the 2011 Ednitgntive Plan effective immediately after the effeeness of the registration
statement of which this prospectus is a part ireotd attract, motivate, retain and reward seleetagloyees and other eligible persons through
the grant of equity awards. We have also obtaihedpproval of this plan from our stockholders ptiothe consummation of this offering. |
more information on the 2011 Equity Incentive Plsge “—Stock Option and Other Compensation PlanstEEFjuity Incentive Plan.”

Stock Option Grants in Conjunction with this Offei

In conjunction with this offering, our Board of Bittors intends to make one-time grants to membergrasenior management team and
certain other employees of stock options undel0tel Equity Incentive Plan to purchase 600,000eshaf our common stock at an exercise
price per share equal to the initial public offgriprice per share. These options are being granteddier to continue to provide these
executives and employees with incentive to builareholder value over the long-term.
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We intend that any stock options granted to membfkeosir senior management team and other empldgesmnection with this offering will
vest annually in equal 25% installments, commenoimghe first anniversary of the consummation &f dffering.

Summary Compensation Table

The following table sets forth information regamglicompensation earned by our NEOs during fiscaD201

Named Executive Officer and
Principal Position

Andrew T. Mack
Chairman and Chief Executi\
Officer

Daniel P. Glennoil
Executive Vice President, Chief Financ
Officer

Peter M. Luckhurs
Executive Vice Presider
Operations

Juergen W. Lin}

Vice President, Distributio

Robert A. Shapir
Vice President, Real Esta

(1) There were no stock option grants made in fiscaD2

Non-Equity

Option Incentive Plan

Awards )

Compensatior

All other

Year Salary Bonus (1) (2) Compensatior
201( $327,60( — — $ 131,04 $  14,7743)
201( 220,11! — — 77,04( 23,09¢(3)
201C 220,11¢ — — 77,04( 23,0943)
201¢ 187,20( — — 56,16( 21,65(3)
201C $181,48( — — $ 54,44« $ 16,59((3)

(2) The amounts shown in this column represent anraskl mcentive awards for fiscal 2010 made to th©Bll
(3) Represents health premium reimbursements, 401 (tchimg contributions, life insurance premiums, ahdr-term disability premiums

Fiscal 2010 Grants of Plan-Based Awards

Total
$473,41¢

320,25!

320,24¢

265,01:

$252,51-

The following table sets forth certain informatiwaith respect to grants of plan-based awards foafi2010 with respect to our named
executive officers. We did not grant any stock apsito our named executive officers in fiscal 2010.

Name

Andrew T. Mack
Daniel P. Glennol
Peter M. Luckhurs
Juergen W. Lin}

All Other
Option Grant
Estimated Future Payouts Estimated Future Payouts A”S%:f ' QVJ:{S; E:itre
Under Non-Equity Incentive Under Equity Incentive Awards: of Exercise  Value of
Plan Awards Plan Awards Number of  Securities
or Base Stock
Shares of Under- Price of and
Stock or lying Option Option
Grant Date Threshold  Target Maximum  Threshold Target Maximum Units Options Awards  Awards
January 31,20: $ 49,14( $98,28( $ 131,04( — — — — — — —
January 31, 20: 27,51« 55,02¢ 77,04( — — — — — — —
January 31, 20: 27,51« 55,02¢ 77,04( — — — — — — —
January 31, 20: 18,72( 37,44( 56,16( — — — — — — —
January 31,20: $ 18,14¢ $36,96( $ 55,44( — — — — — — —

Robert A. Shapirc
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Outstanding Equity Awards at Fiscal Year End
The following table sets forth information regamglioutstanding equity awards held as of Januarg@01 by our NEOs.

Number of
Securities
Number of Securities Underlying Option
Underlying Unexercisec Unexercised Expiration
Options Option
Options (#)- #) - Exercise Price
Named Executive Officer Exercisable Unexercisable ($ per Share) (6 Date
Daniel P. Glennon 277,72: — $ 1.12 8/1/201¢
37,02¢ — 1.1z 2/1/201°
Peter M. Luckhurs 277,72: — 1.12 2/1/201¢
Juergen W. Lin} 9,257 27,77 2.4z 11/1/201¢
Robert A. Shapir 268,38 — $ 1.1z 6/1/201

(1) The vesting commencement date for this grant isusud, 2005

(2) The vesting commencement date for this grant isueb 1, 2007

(3) The vesting commencement date for this grant isueb 1, 2006

(4) The vesting commencement date for this grant iseidyer 1, 200¢

(5) The vesting commencement date for this grant ie Jyr2005

(6) All options vest in the following manner: 25% orckanniversary of the grant date, commencing offitsteanniversary

Pension Benefits
None of our NEOs participates in, or has an accbatance in, a qualified or non-qualified defineghbfit plan sponsored by us.

Non-Qualified Deferred Compensation

None of our named executive officers participate®r has account balances in, a traditional naaliied deferred compensation plan or
other deferred compensation plans maintained by us.

Potential Payments upon Termination or Change in Cotrol

The following table summarizes the potential payte@md benefits payable to certain of our NEOsdfterminate their employment
without “Cause” or if they terminate employmenthwits for “Good Reason,” as described in more dbtdw under “Agreements with
Executives.” The amount of severance that woulgdgable would be the same whether the terminaticnroed before or after a change in
control of the company, and would be payable owvee tas described below under “Agreements with Ettees.” In addition, upon a change in
control of the Company, all outstanding unvestetibog of our NEOs would become fully vested as dbed below under “—Stock Options
and Other Compensation Plans—2004 Management imed?an.” The table below reflects the value afederated vesting. No other
payments or benefits are triggered by a changeritral of the Company. The table reflects estimatenbunts assuming that termination and
change in control, as applicable, occurred on J33@ 2011 and that Messrs. Mack’s and Link’s adeghand restated employment
agreements and Messrs. Glennon’s and Luckhurstgoyment agreements had been in effect on such dhteactual amounts that would be
paid upon an NEQO's termination of employment camé&rmined only at the time of such event.

Severance upor Value of Accelerated
Termination before or Stock Options upon ¢
after a Change in Control
Name (1) Change in Control (2!
Involuntary without caus

Andrew T. Mack $ 491,401 N/A

Daniel P. Glennoi 375,00( N/A

Peter M. Luckhurs 375,00( N/A

Juergen W. Lin} 280,80( N/A
Vesting upon change in cont

Juergen W. Lin} N/A $ 387,52!

(1) The severance amounts reported for Messrs. Malekanon, Luckhurst and Link represent 1.5 timesebsalary at January 30, 2011 assuming that Mééack’s and Link’s amended
and restated employment agreements and Messrsa@’s and Luckhur’s employment agreements had been in effect ondatet:

(2) The amount reported for Mr. Link represents\uhkie of the accelerated vesting of 27,772 stqtlons calculated based on the “spread” value batvtlee fair market value of our
common stock at January 30, 2011 and the exerdise @f such options
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Agreements with Executives

Amounts paid to Messrs. Mack and Link in fiscal @@tere based, in part, on employment agreememqiaae with them. Below is a
description of those agreements. We did not haydaice employment agreements with Messrs. GlenndriLackhurst during fiscal 2010. We
have amended and restated Messrs. Mack’s and Lémkfdoyment agreements, and have entered into mglogment agreements with
Messrs. Glennon and Luckhurst. For a discussidviedsrs. Mack’s and Link’'s amended employment ages¢snand the employment
agreements that we have entered into with Mesdesin®n and Luckhurst, see “—Actions Taken Subseioefiscal 2010—Employment
Arrangements,” above.

Andrew Mack Employment Agreement

Mr. Mack’s original employment agreement is datezt&mnber 17, 2004 and was for a one-year term, ggdwhat commencing on the
first day after the expiration of the first yeadaon each anniversary of the agreement, the agreéeantomatically is extended for successive
one-year periods unless either we or Mr. Mack givetien notice to the other, not less than 30dde days prior to the otherwise termination
date, that such party does not want the agreeradrg extended. The initial term and each successigeyear period is referred to as the
“Employment Period. The agreement provided for an initial annual satdr$150,000, which has been adjusted from tinténte by the Boar
of Directors and participation in all pension, neadj retirement and other benefit plans and progrgemerally available to our other senior
officers. We may terminate Mr. Mack’'s employmentheut “Cause” (as such term is defined in the agesd) at any time, upon 30 calendar
days’ written notice to him. If we terminate Mr. Blawithout “Cause,” we are required to pay Mr. Malek lesser of (i) the remainder of his
salary for the Employment Period or (ii) his salfoy 12 months following the termination date. If MMack is terminated by us for “Cause,”
we are required to pay Mr. Mack his accrued andaithgalary and unreimbursed expenses for whiclks ketitled to reimbursement from us. If
Mr. Mack dies during his Employment Period or i§ eimployment is terminated due to “Disability” ¢(kefined in the agreement), we are
required to pay him or his estate (or other degytiee sum of (i) his accrued but unpaid salarmedubefore his death and (ii) all unreimbur
expenses for which he is entitled to reimburserfrem us. Mr. Mack also agreed to provisions relgtio non-competition, non-solicitation,
confidentiality and protection of our intellectyabperty.

Juergen Link Employment Agreement

Mr. Link’s original employment agreement is datedd 30, 2005 and terminates on the third anniversiithe date of the agreement,
provided that commencing on the first day afterakpiration of the initial employment term and @tk anniversary of the agreement, the
agreement automatically is extended for succegsieg/ear periods unless either the Company or Mr. Igivles written notice to the other, r
less than 90 calendar days prior to the otherveigmihation date, that such party does not wanagreement to be extended. The initial term
and any successive one-year period is referred thea"Employment Period.” The agreement providedah initial salary of $140,000 with
annual increases of at least three percent anitipation in all pension, medical, retirement artldes benefit plans and programs generally
available to our other senior officers. We can faate Mr. Link’s employment without “Cause” (as Buerm is defined in the agreement) at
any time, upon 30 calendar days’ written notichito and he may resign for “Good Reason” (as such te defined in the agreement, with 10
calendar days’ notice. If we terminate Mr. Link out “Cause,” or if he resigns for “Good Reasong’ ave required to pay Mr. Link the lesser
of (i) the remainder of his salary for the EmploymBeriod or (ii) his salary for 18 months followgithe termination date. If Mr. Link is
terminated by us for “Cause,” we are required dalpay Mr. Link his accrued and unpaid salary angeimbursed expenses for which he is
entitled to reimbursement from us. If Mr. Link diggring his Employment Period, we are requireday fo him or his estate (or other desig!
the sum of his accrued but unpaid salary earneatddiis death and all unreimbursed expenses farhne is entitled to reimbursement from
us. We have the right to terminate Mr. Link’s enypteent at any time upon his “Disabilitya¢ such term is defined in the agreement) durie
Employment Period. If Mr. Link’'s employment is termated as a result of “Disability,” we are requitedoay the sum of (i) accrued but unpaid
salary prior to his “Disability” and (ii) all unreibursed expenses for which he is entitled to reinsdment from us. As part of their respective
employment agreements, Mr. Link also agreed toipraws relating to non-competition, non-solicitati@onfidentiality and protection of our
intellectual property.
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Stock Option and Other Compensation Plans
2004 Management Incentive Plan

Our Board of Directors and stockholders approvetiadopted our 2004 Management Incentive Plan ireBder 2004. Because option
grants made through November 2009 have exhaustatltinber of shares reserved for issuance und@0bve Management Incentive Plan,
have not made, and do not intend to make, anydughuity awards under that plan.

Eligibility; Types of Awards

Selected executive officers, directors, consultantsther independent advisors, and key employees eligible for awards under the
plan. The plan provides for grants of stock optionly.

Shares Subject to the Plan

The number of shares of common stock that we mayeisvith respect to stock options granted undeplédne will not exceed an
aggregate of 1,851,471 shares, as may be adjustetb dhanges in capitalization, merger, reorgaioizaor other similar events. If any
outstanding stock options expire or are cancelédout having been fully exercised, the underlyihgres will become available for grant ur
our 2011 Equity Incentive Plan (as described below)

Administration

The plan is administered by our Board of Directmrdy a committee as the Board may appoint frone timtime. The administrator has
the full authority and discretion to administer filan and to take any action that is necessargsable in connection with the administration
of the plan, including without limitation the autity and discretion to interpret and construe argvjsion of the plan or any agreement,
notification or document evidencing the grant ateck option. The administrator’s determination8 ke final and conclusive.

Stock Options

The plan allows the administrator to grant incemstock options, as that term is defined in secti@d of the Code or nonqualified stock
options. Only our employees or employees of ousglidries may receive incentive stock option awa@jstions must have an exercise pric
least equal to the fair market value of the undeg\shares on the date of grant. The optionhold®r pay the exercise price in cash or by
check, by tendering shares of common stock, byngbawation of cash and shares, or by any other msashe administrator approves.
Generally, the options have a 10 year term; howekeroptions will expire earlier if the optionhelts service relationship with us terminates.
Outstanding stock options are generally subjeatfmur-year annual vesting schedule; however, awgsted options will become fully vested
in connection with this offering.

Corporate Transactions

In the event of any stock dividend, split, combioaj recapitalization, merger, consolidation, spffi-reorganization, liquidation,
distribution of assets, issuance of rights or wasd@o purchase securities, or other similar cagotransactions, the administrator may, in its
discretion, require that optionholders surrendeirtbptions for some alternative consideration. émalr form of award agreement, upon a
“change in control” of the company, or a qualifiadial public offering, all unvested stock optiondll vest and become exercisable. This
offering will constitute a qualified public offergnand, accordingly, in connection with this offeriall unvested stock options will vest and
become exercisable.

Amendment and Termination
Our Board of Directors may amend or terminate tha pt any time. Stockholder approval is requiedeprice underwater options.
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2011 Equity Incentive Plan

Our Board of Directors and stockholders have apgitdiie adoption of our 2011 Equity Incentive PlHaative immediately after the
effectiveness of the registration statement of Whinds prospectus is a part.

Purpose

We believe that the plan will promote our long-tegrowth and profitability by (i) providing key pemnel with incentives to improve
stockholder value and to contribute to our growttl &inancial success through their future serviaes, (ii) enabling us to attract, retain and
reward the best available personnel.

Eligibility; Types of Awards

Selected employees, officers, directors, and attiividuals providing bona fide services to us oy af our affiliates, are eligible for
awards under the plan. The administrator may alantgwards to individuals in connection with hirimetention, or otherwise before the date
the individual first performs services; howeveingl awards will not become vested or exercisalilrdéhe date the individual first performs
those services. The plan provides for grants afkstptions, stock appreciation rights, restrictedimrestricted stock awards, restricted stock
units, performance awards, and other stock-baseddswv

Shares Subject to the Plan

The number of shares of common stock that we mayeisvith respect to awards granted under the pithnat exceed an aggregate of
750,000 shares plus the number of shares thatibjecs to stock options granted under our 2004 gareent Incentive Plan that expire or are
canceled without having been fully exercised, ersettled in cash. This limit will be adjusted éfle€ct any stock dividends, split-ups,
recapitalizations, mergers, consolidations, shachanges, and similar transactions. If any awargoation of an award, under the plan expires
or terminates unexercised, becomes unexercisatdettlied in cash without delivery of shares, doifeited or otherwise terminated or
canceled as to any shares, the shares subjeathi@asard will thereafter be available for furtheraads under the plan other than incentive
stock options.

Administration

The plan is administered by our Board of Directmrdy a committee or committees as the Board magiapfrom time to time. The
administrator has the full authority and discretiomdminister the plan and to take any actionigaecessary or advisable in connection with
the administration of the plan, including withoimitation the authority and discretion to interpa@d construe any provision of the plan or any
agreement or other documents relating to the fdlaa.administrator’s determinations will be finaldagonclusive.

Stock Options

The plan allows the administrator to grant incemstock options, as that term is defined in sect2® of the Code, or nonqualified stock
options. Only our employees or employees of ousglidries may receive incentive stock option awa@jstions must have an exercise pric
least equal to the fair market value of the undegyshares on the date of grant. The option hottey pay the exercise price in cash or by
check, by tendering shares of common stock, byngbamation of cash and shares, or by any other msatishe administrator approves.
Generally, the options have a 10 year term; howekeroptions will expire earlier if the optiones®rvice relationship with us terminates.
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Stock Appreciation Rights

The plan allows the administrator to grant awarfdstack appreciation rights which entitle the holtiereceive a payment in cash, in
shares of common stock, or in a combination of pledtving an aggregate value equal to the sprealeodate of exercise between the fair
market value of the underlying shares on that datkthe base price of the shares specified inrdagt @greement, multiplied by the number of
shares specified in the award being exercised tbok sippreciation right shall have a term that exseten years.

Stock Awards

The plan allows the administrator to grant restdobr unrestricted stock awards, awards denominatstbck-equivalent units, or
restricted stock units, to eligible participantshwaor without payment of consideration by the geantAwards denominated in stock-equivalent
units will be credited to a bookkeeping reservenaot solely for accounting purposes. Stock awandkrastricted stock units may be paid in
cash, in shares of common stock, or in a combinaifdoth. Stock awards may also be denominatedhier securities.

Performance Awards

The plan allows the administrator to grant perfaroemawards which become payable in cash, in sledismmon stock, or in a
combination of both, upon attainment of one or nedormance goals established by the administratee administrator may establish
performance goals relating to any of the followiag,it may apply to an individual, one or more hass units, divisions or subsidiaries, or on a
company-wide basis, and in either absolute terntglative to the performance of one or more comgaraompanies or an index covering
multiple companies: net sales (including specifigges or categories thereof); net income; earnirggare interest, taxes, depreciation and
amortization (EBITDA); operating income; pre- oteaftax income; cash flow (including specified tgpe categories thereof); cash flow per
share; net earnings; earnings per share; price#tuirgys ratio; return on equity; costs (includipgaified types or categories thereof); budgeted
expenses (operating and capital); inventory tunsking capital; customer satisfaction survey ressidustomer growth; objective measures
related to store openings, relocations and remogeliincluding number, cost, timeline, productivatyd operating efficiency); objective
measures related to lease arrangements (includimdper, cost and timeline); objective measures odipctivity or operating efficiency; gross
or net profitability/profit margins; return on insted capital; return on assets; growth in asskésesprice performance; economic value added;
total stockholder return; improvement in or attagmhof expense levels; improvement in or attainnoémtorking capital levels; relative
performance to a group of companies comparableg@dmpany, and strategic business criteria camgiof one or more objectives based on
the company’s meeting specified goals relatingeteenue, market penetration, business expansiots, aoacquisitions or divestitures.

Change in Control

In the event of any transaction resulting in a fapain control” of the company (as defined in thenjp, outstanding stock options and
other awards that are payable in or convertible cutr common stock will terminate upon the effeetiime of the change in control unless
provision is made in connection with the transacfir the continuation, assumption, or substitutibthe awards by the surviving or successor
entity or its parent. In the event of such ternmiovathe holders of stock options and other awardkeuthe plan will be permitted immediately
before the change in control to exercise or coraiéportions of awards that are exercisable oweatible or which become exercisable or
convertible upon or prior to the effective timetié change in control.

Amendment and Termination

No award will be granted under the plan after tlose of business on the day before the tenth arsdwe of the effective date of the plan.
Our Board of Directors may amend or terminate tla@ pt any time. Stockholder approval is requikedeprice underwater options.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

Investment by Teavana Investment LLC

In December 2004, pursuant to a contribution agesgramong Andrew Mack, Nancy Mack, Teavana Corpmrafleavana Investment
LLC and North Point Advisors, LLC (a minority ines in Teavana Investment LLC), we sold 9,005,214rss of our Class B redeemable
common stock and 10,683,333 shares of our Serresldemable preferred stock for an aggregate anod@i0,683,333. Teavana Investment
LLC’s managing member is SKM Equity Fund Ill, LIP.Barron Fletcher Ill, one of our directors, imamber of SKM Partners, LLC, the
general partner of SKM Equity Fund I, L.P. Punstuito that transaction, Teavana Investment LLC becthe sole holder of our Class B
redeemable common stock and our Series A redeemedflerred stock. In connection with the closingho$ offering, we will redeem the
Series A redeemable preferred stock for an aggeegdemption value of $10,683,333, and all of theras of Class B redeemable common
stock held by Teavana Investment LLC will convetbishares of our Class A common stock at a orenratio. Immediately prior to the
consummation of this offering, all of our shareCtdiss A common stock will be reclassified as comrsimck.

Indemnification Obligations

Under the contribution agreement, we agreed tonmdy Teavana Investment LLC, its heirs, succesaorsassigns from losses to the
extent resulting from or arising out of:

« any failure of any representation or warranty miagleis or by Andrew or Nancy Mack in the contribateagreement relating to
corporate existence and power, corporate auth@izanhd enforceability, capitalization, propertiesl sufficiency of assets, plans
and material documents, securities compliancebpaty and enforceability and tax matters in thatdbution agreement; ¢

» the breach of any covenant or agreement made by Asdrew or Nancy Mack in the contribution agream

Our indemnification obligations are subject to thikowing limitations:

* we are not required to indemnify a party with resge any claim arising out of our indemnificatiohligations unless the aggregate
of all indemnifiable losses, determined without sideration of any materiality limitations in thentdgbution agreement, exceeds
$200,000, in which case we are responsible touhexftent of such losses; a

» we are not required to indemnify any party for imshifiable losses in excess of an aggregate of $B0333.

In addition, we entered into a security agreematit Weavana Investment LLC in November 2004 purstamhich we granted a
security interest in all of our assets as sectioitthe payment and performance of our indemniiicabbligations under the contribution
agreement.

Stockholders Agreement

In connection with the sale of stock to Teavanaftment LLC in December 2004, we entered into ekstmlders agreement with
Andrew Mack, Nancy Mack and Teavana Investment labh@ persons who become stockholders of our comipanytime to time relating to
our shares of common stock, preferred stock andb#mr equity securities that we may issue and thay hold. Among other things, the
stockholders agreement places certain restrictiorthie ability of the parties thereto to transfeares of our equity securities and provides for
certain rights of first offer and co-sale relattogour equity securities held by the parties theeréhe stockholders agreement grants to Teavana
Investment LLC the right under certain circumstaniceforce the other parties thereto to transferstiares of our equiecurities held by the
to a third party. In addition, under certain cir@temces, the parties thereto have preemptive rigids a sale by us of certain
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securities, including shares of our common stocikjé&ct to certain minimum ownership requiremerits,stockholders agreement provides
four of our directors shall be nominated by Andiawd Nancy Mack and three by Teavana Investmentandfurther grants to Teavana
Investment LLC a consent right over certain siguaifit corporate actions. Finally, among other thimgscovenanted to furnish certain reports
and financial statements to Teavana Investment LLC.

We have entered into an amendment to the Stockisoreement with Andrew Mack and Teavana Investrhe@ terminating such
agreement in its entirety effective upon consumomatif this offering.

Registration Rights Agreement

In connection with the sale of the Series A redds@enpreferred stock and Class B redeemable commogk £ Teavana Investment LLC
in December 2004, we entered into a registratightsi agreement relating to our shares of commark $teld by Teavana Investment LLC at
any time. These registration rights will expireflwiespect to any particular shares of common stwhken such shares may be sold pursuant to
Rule 144 of the Securities Act or a similar exemptivithout volume or manner of sale limitations.dénthe registration rights agreement, we
are responsible, subject to certain exceptionghexpenses of any offering of our shares of comstock held by Teavana Investment LLC
other than underwriting discounts and selling cossioins. Additionally, under the registration rigatgeement we may not grant superior
registration rights to any other person withoutd¢basent of Teavana Investment LLC. The registnatights agreement contains customary
indemnification provisions.

In connection with this offering, Teavana InvestiielnC has agreed not to sell or otherwise dispdseng securities for a period of 180
days after the date of this prospectus, subjecettin terms and conditions. For more informatiegarding such restrictions, see the section
captioned “Underwriting.”

Demand Registration Rights

Under the registration rights agreement, subjecettain exceptions, Teavana Investment LLC hasigfie to require us to register for
public sale under the Securities Act all sharesomfimon stock that it requests be registered atiareyfollowing the expiration of the lock-up
period in connection with this offering. The requies registration must cover at least that numdfeshares with an anticipated gross offering
price of at least $10.0 million. If we determinatlit would be seriously detrimental to our stodkleos to effect such a demand registration, we
have the right to defer such registration, not mbaeg once in any 12-month period, for a periodmto 90 days. We will not be required to
effect a demand registration if we intend to effegtrimary registration of our securities within @&ys of receiving notice of a demand
registration, provided that we file such intendedistration statement within the 60-day period. ifiddally, we will not be required to effect a
demand registration during the period beginnindnhe date of filing of, and ending 120 days foliegvthe completion of, a primary registe
offering of our securities, except if Teavana Inweent LLC had requested “piggyback” registratiaghts in connection with such offering and
less than half of the shares of common stock reégdde be included in such offering were sold.

Piggyback Registration Rights

After the closing of this offering, if we proposeregister the offer and sale of any of our semsritinder the Securities Act, in connection
with the public offering of such securities, Teazdnvestment LLC will be entitled to certain “pideack” registration rights allowing it to
include its shares in such registration, subjecettain marketing and other limitations. As a tesuhenever we propose to file a registration
statement under the Securities Act, other than reisipect to (1) a registration related to a comogk plan and (2) a registration related to
the exchange of securities in certain corporategaatzations or certain other transactions, Teavavestment LLC is entitled to notice of the
registration and has the right, subject to limitas that the underwriters may impose on the nurbghares included in the registration, to
include its shares in the registration.

94



Table of Contents
Index to Financial Statements

S-3 Registration Rights

After the closing of this offering, Teavana InvestthiLLC may make a written request that we regigteroffer and sale of its shares on a
shelf registration statement on Form S-3 if wedigible to file a registration statement on Form So long as the request covers at least that
number of shares with an anticipated aggregateiofferice of at least $500,000. If we determingt hwould be seriously detrimental to our
stockholders to effect such a registration, we hheeight to defer such registration, not morentbace in any 12-month period, for a period of
up to 90 days. We will not be required to effeatlstegistration if we intend to effect a similagistration of our securities within 60 days of
receiving notice of such registration, provided tha file such intended registration statement iwithe 60-day period. Additionally, we will
not be required to effect such registration duthmgperiod beginning with the date of filing of da@nding 120 days following the completion
of, a primary registered offering of our securitiescept if Teavana Investment LLC had requestégly$ypack’registration rights in connectis
with such offering and less than half of the shafesommon stock requested to be included in sdigring were sold.

Advisory Services Agreement

In December 2004 we entered into an advisory sesvégreement with SKM Growth Investors, L.P., trexlpcessor entity to Parallel.
Parallel manages certain investments on behalKd Equity Fund Ill, L.P., a private-equity investmefund that holds substantially all of the
ownership interest in Teavana Investment LLC. Rr@aFletcher Ill, one of our directors, is the foler and managing partner of Parallel.
Pursuant to the advisory services agreement, weeddp pay the advisor an annual fee to be mutaglged between the parties thereto on an
annual basis and to reimburse the advisor foreabonable out-of-pocket expenses incurred in caiomewith the services provided under the
advisory services agreement. In addition, the adlyiservices agreement provides for customary imifécation provisions. The advisory fee
paid by us to Parallel was $250,000 in each 0&fi2010, 2009 and 2008. We and Parallel have adoetsdiminate our fee obligations under
the advisory services agreement effective uporcdimsummation of this offering.

Lease Arrangements

As of January 30, 2011, we leased 16 of our starations from The Macerich Company, or Macerichciiel Nevins, a member of our
Board of Directors, served as Senior Vice Presidleaising for Macerich from 2005 to 2011. Thesedsagenerally have 10-year terms, with
no renewal option. Our rent expense attributabMagerich was $0.7 million, $1.1 million and $1.43lion in 2008, 2009 and 2010,
respectively. Our future minimum lease paymentgléaerich under all of our leases with them weré&$8illion as of January 30, 2011.

Mr. Nevins recused himself from any board discussimvolving store locations leased in Macerich-edimalls and we believe that the leases
that we have signed to date with Macerich are amfarket terms.

Procedures for Related Party Transactions

Our Board of Directors will adopt a written codebafsiness conduct and ethics for our company, wivititbe publicly available on our
website at www.teavana.com, upon consummationisfoffiering. The code of conduct and ethics wasimeffect when we entered into the
related party transactions discussed above. Undecamle of business conduct and ethics, our empiyaficers and directors will be
discouraged from entering into any transaction mthay cause a conflict of interest for us. In addifithey must report any potential conflict of
interest, including related party transactionghtgir managers or our corporate counsel who théews and summarizes the proposed
transaction for our audit committee. Pursuantgeftarter, our audit committee will be requiredhten approve any related-party transactions,
including those transactions involving our direstdn approving or rejecting such proposed tramsast the audit committee will be requirec
consider the relevant facts and circumstancesablaibnd deemed relevant to the audit committe&jding the material terms of the
transactions, risks, benefits, costs, availabditpther comparable services or products and,pfiegble, the impact on a director’s
independence. Our audit committee will approve ahgse transactions that, in light of known circtemses, are in, or are not inconsistent
with, our best interests, as our audit committeerdaines in the good faith exercise of its disomreti
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PRINCIPAL AND SELLING STOCKHOLDERS

The following table sets forth information as of i 2011 regarding the beneficial ownership of cammon stock (i) immediately
prior to this offering and (ii) as adjusted to geféect to this offering assuming either no exex@$the underwriters’ overallotment option or
exercise of the overallotment option, by:

» each stockholder whom we know to own beneficialyrenthan 5% of our common stoc
» each of our directors and named executive offisetividually;

« all directors and executive officers as a groupt

» the selling stockholder

Beneficial ownership for the purposes of the follogvtable is determined in accordance with thesraled regulations of the SEC. These
rules generally provide that a person is the ber@fowner of securities if such person has oreh#ine power to vote or direct the voting
thereof, or to dispose or direct the dispositicerd¢iof or has the right to acquire such powers wifiti days. Common stock subject to options
that are currently exercisable or exercisable wit days of May 1, 2011 are deemed to be outsigratid beneficially owned by the person
holding the options. Shares issuable pursuanbtk siptions or warrants are deemed outstandingdiomputing the percentage ownership of
person holding such options or warrants but areatdtanding for computing the percentage of ahgmoperson. The percentage of beneficial
ownership for the following table is based on 24,243 shares of our Class A common stock and 200@5%hares of our Class B redeemable
common stock (assuming conversion of all of ours€I& redeemable common stock into shares of ows@aommon stock on a one-for-one
basis and the reclassification of our Class A comstock as common stock) outstanding as of May112The number of shares of common
stock shown below as being beneficially owned leygblling stockholders and their respective pesrgast of ownership after the offering
assume the sale of all 7,142,858 shares of comitock being offered for sale by us and the sellimgleholders in this offering. Unless
otherwise indicated, the address for each listeckbblder is: c/o Teavana Holdings, Inc., 3630 Rgae Road NE, Suite 1480, Atlanta, GA
30326. To our knowledge, except as indicated irfdbénotes to this table and pursuant to applicablamunity property laws, the persons
named in the table have sole voting and investipewer with respect to all shares of common stock.

Percange Owned Afler Offering ___Owned After Offering(2
Shares Shares Without With
Beneficially Subject to Without Over- Over-
Owned Owned Number of Over- Over- With Over - Allotment Allotment
Prior to Prior to Shares Allotment Allotment Allotment
Name and Address of Beneficial Owne Offering(1) Offering(2) Offered(3) Option Option Option Option Option
5% Stockholders:
Teavana Investment LLC
(5) 9,005,21 23.1% 1,433,941 494,25! 7,571,27. 7,077,011 19.€% 18.€%
Executive Officers and
Directors:
Andrew T. Mack 26,172,72 68.%% 4,167,61. 494,25! 22,005,11 21,510,86 57.%% 56.5%
Daniel P. Glennon (€ 314,75( * 50,11¢ 8,84¢ 264,63 255,78t * *
Peter M. Luckhurst (7 277,72: * 44,22 7,80¢ 233,49¢ 225,69:¢ * *
Juergen W. Link (8 1,399,48: 3.7% 226,65 39,99¢ 1,196,74. 1,156,74. 3.2% 3.C%
Robert A. Shapiro (9 268,38¢ * 42,735 7,542 225,65: 218,11( * *
F. Barron Fletcher Il (5 9,005,21 23.1% 1,433,94I 494,25! 7,571,27. 7,077,010 19.€% 18.€%
Michael J. Nevins (1C 43,58 * 8,84t 1,561 46,69¢ 45,13¢ * *
All directors and executive
officers as a group (7 persor  37,481,87 98.7% 5,974,13' 1,054,26. 31,543,600 30,489,34 81.2% 78.4%
Additional Selling Stockholders:
Patrick Farrell (11 111,85¢ * 29,48: 5,20: 155,66! 150,64: * *
John M. Allen (12 44,74 * 11,79: 2,081 62,26¢ 60,18¢ * *
David A. Staels (13 79,07¢ * 14,74 2,601 77,83: 75,23: * *
Michael T. Wallace (14 68,66( * 11,79: 2,081 62,26¢ 60,18t * *
Rocket Tea LLC (15 185,14° * 29,48: 5,20 155,66¢ 150,46: * *

* Less than 1%
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The amounts in this table give effect to (& #170294176910785-for-1 stock split effective By 2011 and (b), the conversion of all shareSlags B redeemable common stock into
Class A common stock on a one for one basis ancethiassification of our Class A common stock asimn stock that will occur immediately prior to tb@mpletion of this offering
The percentage of shares beneficially owned wasrmdéted based on a fraction, the numerator of wisithe sum of (a) the number of outstanding shafesmmon stock beneficial
owned by such owner and (b) the number of shaseside upon exercise of options beneficially owbgduch owner and exercisable within 60 days of Mag011, and the
denominator of which is the sum of (a) the aggregaimber of shares of common stock outstanding ay M 2011 and (b) the aggregate number of shéu@sumon stock issuable
upon exercise of options beneficially owned by soaimer and exercisable within 60 days of May 1,12(

The number of shares offered assumes the aatedevesting of all outstanding stock optionsfahe closing of this offering pursuant to the teraf the 2004 Management Incentive
Plan and related option agreeme

The percentage of shares beneficially owned wasrmdéted based on a fraction, the numerator of wisithe sum of (a) the number of outstanding shafesmmon stock beneficial
owned by such owner and (b) the number of shaseside upon exercise of options beneficially owbgduch owner and exercisable within 60 days of Mag011, and the
denominator of which is the sum of (a) the aggregaimber of shares of common stock outstanding edi@pletion of this offering and (b) the aggregatienber of shares of common
stock issuable upon exercise of options benefic@lned by such owner and exercisable within 6GaddyMay 1, 2011

SKM Partners, LLC is the general partner of SENuity Fund Ill, L.P., the managing member of Ta@ Investment LLC, and possesses voting and diisggogower over the
9,005,217 shares of common stock held by Teavarestment LLC. SKM Partners, LLC disclaims benefioinership of such shares except to the exteits @gecuniary interest
therein. F. Barron Fletcher Il is the managing rbemof SKM Partners, LLC and has voting and digpasipower with respect to such shares held by @eawnvestment LLC. Mr.
Fletcher disclaims beneficial ownership of thesare$, except to the extent of his pecuniary intehesein. Teavana Investment LLC’s address ifPaiallel Investment Partners, LLC,
2100 McKinney Ave., Suite 1200, Dallas, TX 7520hntediately following the consummation of this ofifigy, Teavana Investment LLC intends to distributeaggregate of 114,681
shares of our common stock to its members SKM Rlind.P. and SKM Investment Fund, which in turriénd to distribute such shares to certain of ti&imbers, including 18,963
shares to Thomas A. Saunders Ill, who will become af our directors upon the completion of thisedffg, and 505 shares to a trust over which Mrn8ats has investment authori
The amounts listed under “Shares Beneficiallyn@d Prior to Offering” and “Percentage Benefigidlwned Prior to Offeringtepresent 314,750 shares of common stock issugble
exercise of vested options. The amounts listed ut&eares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindybth without and with the exerc
of the over-allotment option, represent 264,631 25,786 shares of common stock issuable upon iseest vested options, respectively, and assuneeadbelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:

The amounts listed under “Shares Beneficiallyn@d Prior to Offering” and “Percentage Benefigidlwned Prior to Offeringtepresent 277,721 shares of common stock issugble
exercise of vested options. The amounts listed ut&eares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindybth without and with the exerc
of the over-allotment option, represent 233,498 225,694 shares of common stock issuable upon iseest vested options, respectively, and assuneeadbelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:

The amounts listed under “Shares Beneficiallyn@d Prior to Offering” and “Percentage Benefigidlwned Prior to Offering” include 13,116 sharesommon stock issuable upon
exercise of vested options. The amounts listed ut&eares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindybth without and with the exerc
of the over-allotment option, include 31,133 an¢d3@ shares of common stock issuable upon exestigested options, respectively, and assumes ttelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:

The amounts listed under “Shares Beneficiallyn@d Prior to Offering” and “Percentage Benefigidlwned Prior to Offeringtepresent 268,389 shares of common stock issugble
exercise of vested options. The amounts listed ut&eares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindybth without and with the exerc
of the over-allotment option, represent 225,652 28,110 shares of common stock issuable upon iseest vested options, respectively, and assuneeadbelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:

The amounts listed under “Shares Benefici@llyned Prior to Offering” and “Percentage Benefigi@wned Prior to Offering” represent 43,587 shasesommon stock issuable upon
exercise of vested options. The amounts listed ut&eares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindybth without and with the exerc
of the over-allotment option, represent 46,699 4hd 38 shares of common stock issuable upon erenfigested options, respectively, and assumeadbelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:

The amounts listed under “Shares Benefici@llyned Prior to Offering” and “Percentage Benefigi@wned Prior to Offeringtepresent 111,858 shares of common stock issugble
exercise of vested options. The amounts listed ut&eares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindybth without and with the exerc
of the over-allotment option, represent 155,665 H5@,642 shares of common stock issuable upon iseest vested options, respectively, and assuneeadbelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:
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(12) The amounts listed under “Shares Benefici@llyned Prior to Offering” and “Percentage Beneflgi@wned Prior to Offering” represent 44,743 shasesommon stock issuable upon
exercise of vested options. The amounts listed uf@leares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindydth without and with the exerc
of the over-allotment option, represent 62,266 80d 85 shares of common stock issuable upon erentigested options, respectively, and assumeadbelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:

(13) The amounts listed under “Shares Benefici@llyned Prior to Offering” and “Percentage Beneflgi@wned Prior to Offering” represent 79,076 shasesommon stock issuable upon
exercise of vested options. The amounts listed uf@leares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindydth without and with the exerc
of the over-allotment option, represent 77,833 2Za@32 shares of common stock issuable upon erenfigested options, respectively, and assumeadbelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:

(14) The amounts listed under “Shares Benefici@llyned Prior to Offering” and “Percentage Beneflgi@wned Prior to Offering” represent 68,660 shasesommon stock issuable upon
exercise of vested options. The amounts listed uf@leares Benefically Owned After Offering” and ‘fieentage Beneficially Owned After Offerindybth without and with the exerc
of the over-allotment option, represent 62,266 80d 85 shares of common stock issuable upon erenfigested options, respectively, and assumeadbelerated vesting of all
outstanding stock options as of the closing of dififering pursuant to the terms of the 2004 Managignncentive Plan and related option agreem:

(15) Represents shares of common stock issuechimection with our buyout of Rocket Tea LLC'’s fraisghin 2006. Heidi Jacquin, the sole member andagenof Rocket Tea LLC, has
voting and dispositive power with respect to sutares held by Rocket Tea LLC. Rocket Tea 's address is 358 Bohemian Highway, Freestone, GA2R!
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DESCRIPTION OF CAPITAL STOCK

The following discussion is a summary of the teoheur capital stock, our certificate of incorpéoatand our bylaws following certain
amendments that we intend to make in connectiol this offering, as well as certain applicable gsmns of Delaware law. Forms of our
amended and restated certificate of incorporatimhamended and restated by-laws as they will lefact following this offering will be filed
as exhibits to the registration statement of wiigh prospectus is a part.

Reclassification and Redemption

Prior to this offering, we had two classes of comrstock (our Class A common stock and our Classd@emable common stock) and
one class of preferred stock outstanding (our Sékieedeemable preferred stock). As of May 1, 2@idre were 27,744,243 shares of our
Class A common stock that were held of record bgelstockholders, and 9,005,217 shares of our Glasdeemable common stock and
10,683,333 shares of our Series A redeemable peefstock that were held of record by one stockéroloh addition, at that date, 1,521,957
shares of our Class A common stock were issualia egercise of outstanding vested options gramei@uour 2004 Management Incentive
Plan.

In connection with this offering, each of the oatgting shares of Class B redeemable common stdckemtonverted into a share of our
Class A common stock. Further, immediately prioth® consummation of this offering, we will amend existing amended and restated
certificate of incorporation and amended and resdtaylaws such that they will reflect the descdp$ of those charter documents below. In
accordance with our amended and restated ceréfmf@ihcorporation, which will become effective irediately prior to the consummation of
this offering, each share of our outstanding CRRs®mmon stock will be reclassified automaticalhdavithout any action on the part of the
holders of those shares into shares of our commomk,spar value $0.00003 per share, and our tothiosized number of shares of capital st
will increase as set forth below. The historicaledaresented in the accompanying financial statésrteave not been adjusted to give retroa
effect to the reclassification and redemption.

Concurrently with the consummation of this offerimge will redeem all of the 10,683,333 shares afeSeA redeemable preferred stock.

Common Stock

Following this offering, our authorized capital gtawill consist of 100,000,000 shares of commorlstpar value $0.00003 per share,
and there will be 38,040,518 shares of common stotstanding, assuming no exercise of outstandatigres other than those options being
exercised in connection with the sale of underlydngimon stock by certain of the selling stockhaddarthis offering. All outstanding shares
of common stock are fully paid and non-assessable the shares of common stock to be issued upmsuoamation of this offering will be
fully paid and non-assessable.

Voting rights

The holders of our common stock are entitled towate for each share held of record on all mataksnitted to a vote of stockholders.
Upon the consummation of this offering, holderg ahajority of the shares of common stock entitteddte in any election of directors may
elect all of the directors standing for election.

Dividend rights

Subiject to preferences applicable to any outstgnpliaferred stock, holders of common stock ardledtto receive ratably any dividend
declared by the Board of Directors.
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Rights upon liquidation

In the event of a liquidation, dissolution or windiup of the company, holders of common stock ati#éled to share ratably in the assets
remaining after payment of liabilities and the lidmtion preferences of any outstanding preferredkst

Other rights and preferences

Holders of our common stock have no preemptiveyemsion or redemption rights. The rights, prefeesnand privileges of holders of
our common stock will be subject to those of thilars of any shares of our preferred stock we rasye in the future.

Listing
We have been approved to list our common stoclkeriNew York Stock Exchange under the symbol “TEA.”
Transfer Agent and Registrar

The transfer agent and registrar for our commocksi® ComputerShare Limited.

Preferred Stock

Following this offering, our Board of Directors Wile authorized to provide for the issuance ofaip,000,000 shares of preferred stock,
par value $0.0001 per share, in one or more sédi@sBoard of Directors is authorized to fix theferences, powers and relative, participal
optional or other special rights, and qualificaiplimitations or restrictions thereof, includiretdividend rate, conversion rights, voting rig
redemption rights and liquidation preference anfixithe number of shares to be included in anyhsseries without any further vote or action
by our stockholders. Any preferred stock so issumeg rank senior to our common stock with respethi¢opayment of dividends or amounts
upon liquidation, dissolution or winding up, or bofhe issuance of preferred stock may have tleeedf delaying, deferring or preventing a
change in control of our company without furthetiat by the stockholders and may adversely afteetvoting and other rights of the holders
of common stock. The issuance of preferred sto¢k woting and conversion rights may adversely affiee voting power of the holders of
common stock, including the loss of voting contmbthers. Additionally, the issuance of preferséatk may decrease the market price of our
common stock. At present, we have no plans to iasyereferred stock.

Anti-Takeover Effects of Delaware Law

Following consummation of this offering, we will Bebject to the “business combination” provisiohSection 203 of the DGCL. In
general, such provisions prohibit a publicly helel@ware corporation from engaging in various “basgicombination” transactions with any
interested stockholder for a period of three ya#tey the date of the transaction in which the @efsecame an interested stockholder, unless:

» the transaction is approved by the Board of Dinecpwior to the date the interested stockholdeaiobt such statu

* upon consummation of the transaction which resutigtle stockholder becoming an interested stoaédrokthe stockholder owne
at least 85% of the voting stock of the corporatiatstanding at the time the transaction commenme

* on or subsequent to such date the business corndninsiapproved by the Board of Directors and artieal at an annual or special
meeting of stockholders by the affirmative votebfeast 66 2/3% of the outstanding voting stockctviis not owned by the
interested stockholde
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A “business combination” is defined to include mengy asset sales and other transactions resuttifigeincial benefit to a stockholder. In
general, an “interested stockholder” is a person,wdgether with affiliates and associates, ownsthin three years, did own) 15% or more
of a corporation’s voting stock.

The statute could prohibit or delay mergers or othkeover or change in control attempts with respgus and, accordingly, may
discourage attempts to acquire us even thoughatreinsaction may offer our stockholders the opmity to sell their stock at a price above
the prevailing market price.

Anti-Takeover Effects of Certain Provisions of OurAmended and Restated Certificate of Incorporation ad Bylaws

Following the consummation of this offering, ouremded and restated certificate of incorporationf@amended and restated bylaws
(as applicable) will provide that:

« our Board of Directors will be expressly authorizednake, alter or repeal our bylay

» stockholders may not fill vacancies on the Boar®iéctors;

» our Board of Directors will be divided into threlagses, with each class serving t-year staggered term

» directors may only be removed from the Board okbiors with cause and by an affirmative vote o2/ 3% of our common stocl

» special meetings of the stockholders may be calfdy by a resolution adopted by the affirmativeevof the majority of th
directors then in office; the conduct of any busiat a special meeting other than as specifiéltkimotice for such meeting is
prohibited; and any stockholder who wishes to bhnginess before an annual meeting or nominatetdiemust comply with the
requirements set forth in our amended and restatizavs;

« any action required or permitted to be taken bystockholders may be effected at a duly called ahouspecial meeting of o
stockholders and, following the date at which Miad¥ ceases to own more than 50% of the total vqtowger of our shares, may
not be effected by consent in writing by such shmd#fers;

» our stockholders do not have cumulative votingtsg

» our Board of Directors may issue shares of prefesteck and determine the price and other terntisasfe shares, including
preferences and voting rights, without stockholgproval; anc

» we will indemnify officers and directors againss$es that may incur in connection with investigatiand legal proceedin
resulting from their services to us, which may imtg services in connection with takeover defensasomes

These provisions may make it more difficult foratbolders to take specific corporate actions anddcbave the effect of delaying or
preventing a change in control of our company.

Limitation on Liability

Our certificate of incorporation, which will be @ffect upon consummation of this offering, limitetliability of our directors to the
fullest extent permitted by Delaware law. The effefcthese provisions is to eliminate our rightsl &mose of our stockholders, through
stockholders’ derivative suits on behalf of our @amy, to recover monetary damages from a direcotdorieach of fiduciary duty as a director,
including breaches resulting from grossly negligaegttavior. However, exculpation does not applyny @irector if the director has acted in
faith, knowingly or intentionally violated the lawuthorized illegal dividends or redemptions orivcet an improper benefit from his or her
actions as a director. In addition, our amended and
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restated bylaws, which will be in effect upon camswation of this offering, provide that we will inaify our directors and officers to the
fullest extent permitted by Delaware law. We harteeed into indemnification agreements with ouediors. These agreements will require us
to indemnify these individuals to the fullest extpermitted under Delaware law against liabilitieat may arise by reason of their service tt
and to advance expenses incurred as a result giracgeding against them as to which they coulshtéemnified. We also expect to continue
to maintain directors and officers liability insoce.
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been no markebia common stock. Future sales of substantialuemtsoof our common stock in the
public market or the perception that such saledtragcur could adversely affect market prices piteaafrom time to time. Furthermore,
because only a limited number of shares will belalke for sale shortly after this offering dueeisting contractual and legal restrictions on
resale as described below, there may be saledbsfatial amounts of our common stock in the puligzket after the restrictions lapse. This
may adversely affect the prevailing market pricd aar ability to raise equity capital in the future

Upon consummation of this offering, we will have (38,518 shares of common stock outstanding, assutiné redemption of all
outstanding shares of preferred stock and the esioreof all outstanding shares of Class B redederstbck into common stock. Of these
38,040,518 shares, the 7,142,858 shares soldsimtigring will be freely transferable without néstion or registration under the Securities
Act, except for any shares purchased by one oégigting “affiliates,” as that term is defined iule 144 under the Securities Act. The
remaining shares of common stock held by our exgsstockholders are “restricted securities” asrdefiin Rule 144. Restricted shares may be
sold in the public market only if registered unttex Securities Act or if they qualify for an exemptfrom registration, including, among
others, the exemptions provided by Rules 144 aiddof@he Securities Act. As a result of the cortrat180-day lock-up period described in
“Underwriting” and the provisions of Rules 144 afill, these shares will be available for sale irptlfdic market as follows:

Number of Shares Date
7,142,85¢ On the date of this prospecti
7,591,83¢ After 90 days from the date of this prospec
8,765,368 After 180 days from the date of this prospectusjest, in some

cases, to volume limitations

8,765,36¢ At various times after 180 days from the date &f grospectu
(subject, in some cases, to volume limitatio

Rule 144

In general, under Rule 144, an affiliate who begiafiy owns shares that were purchased from uangraffiliate, at least six months
previously, is entitled to sell, upon the expiratiaf the lock-up agreement described in “Underwgtiand within any three-month period
beginning 90 days after the date of this prospeetimimber of shares that does not exceed theegi@fat% of our then-outstanding shares of
common stock, which will equal approximately 38G4hares immediately after this offering, or therage weekly trading volume of our
common stock on the New York Stock Exchange dutiegfour calendar weeks preceding the filing obtae of the sale with the SEC. Sales
under Rule 144 are also subject to certain maningaile provisions, notice requirements and thelalbiity of current public information about
us.

Following this offering, a person that is not afiliate of ours at the time of, or at any time dwgithe three months preceding, a sale and
who has beneficially owned restricted securitiethimithe meaning of Rule 144 for at least six manthay sell shares subject only to the
availability of current public information about,und any such person who has beneficially ownstliceed shares of our common stock fo
least one year may sell shares without restriction.

We are unable to estimate the number of sharesvilidite sold under Rule 144 since this will dependthe market price for our commr
stock, the personal circumstances of the stockhaideé other factors.

103



Table of Contents
Index to Financial Statements

Rule 701

In general, under Rule 701, any of our employeisctbrs, officers, consultants or advisors whochased shares from us in connection
with a compensatory stock or option plan or othettén agreement before the effective date of dfffiering is entitled to resell such shares 90
days after the effective date of this offeringétiance on Rule 144, without having to comply vilik holding period requirements or other
restrictions contained in Rule 701.

The SEC has indicated that Rule 701 will applyyfdal stock options granted by an issuer befobeitomes subject to the reporting
requirements of the Exchange Act, along with therek acquired upon exercise of such options, iimduexercises after the date of this
prospectus. Securities issued in reliance on Rodeare restricted securities and, subject to tidractual restrictions described above,
beginning 90 days after the date of this prospechay be sold by persons other than “affiliates,tafined in Rule 144, subject only to the
manner of sale provisions of Rule 144 and by “affils” under Rule 144 without compliance with iteeyear minimum holding period
requirement.
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MATERIAL US FEDERAL INCOME AND ESTATE TAX CONSIDERA TIONS
FOR NON-US HOLDERS OF COMMON STOCK

The following discussion is a general summary efrfaterial US federal income and estate tax coraidas with respect to your
acquisition, ownership and disposition of our comrstock, and applies if you (1) purchase our comstook in this offering, (2) will hold the
common stock as a capital asset and (3) are a W&iHolder.” You are a Non-US Holder if, for US fedkincome tax purposes, you are a
beneficial owner of shares of our common stock rothen:

» an individual who is a citizen or resident of theitdd States

e acorporation or other entity taxable as a corpomatreated or organized in, or under the lawshaf,United States, any state thel
or the District of Columbis

* an estate, the income of which is subject to Ugraldncome taxation regardless of its sou

» atrust, if a court within the United States iseatdl exercise primary supervision over the admiaiistn of the trust and one or mc
US persons have the authority to control all sufiithdecisions of the trust;

» atrust that has a valid election in place to bated as a US person for US federal income taxoges

This summary does not address all of the US fediectaime and estate tax considerations that maglbeant to you in the light of your
particular circumstances or if you are a benefigi@her subject to special treatment under US fédecame tax laws (such as if you are a
controlled foreign corporation, passive foreigneatment company, company that accumulates eartorgyoid US federal income tax, forei
tax-exempt organization, financial institution, keo or dealer in securities, insurance companyledgd investment company, real estate
investment trust, person who holds our common séacart of a hedging or conversion transacticasgrart of a short-sale or straddle, US
expatriate, former long-term permanent residethefUnited States or partnership or other passitfir@ntity for US federal income tax
purposes). This summary does not discuss non-intaxes (except, to a limited extent below, US fatlestate tax), any aspect of the US
federal alternative minimum tax or state, locahon-US taxation. This summary is based on curramtigions of the Internal Revenue Code of
1986, as amended (“Code”), Treasury regulatiorticial opinions, published positions of the IntdrRavenue Service (“IRS”) and all other
applicable authorities (all such sources of langXAuthorities”). The Tax Authorities are subjeztchange, possibly with retroactive effect.

If a partnership (or an entity or arrangement dliessas a partnership for US federal income tasppaes) holds our common stock, the
tax treatment of a partner will generally dependtanstatus of the partner and the activities efgartnership. If you are a partner of a
partnership holding our common stock, you shoulasadt your tax advisor.

WE URGE PROSPECTIVE INVESTORS TO CONSULT THEIR OWKX ADVISORS REGARDING THE US FEDERAL, STATE,
LOCAL AND NON-US INCOME AND OTHER TAX CONSIDERATIOI OF ACQUIRING, HOLDING AND DISPOSING OF SHARES
OF OUR COMMON STOCK.

Distributions

In general, any distributions we make to you wihpect to your shares of common stock that cotsstitividends for US federal income
tax purposes will be subject to US withholding &a rate of 30% of the gross amount of the dividemless you are eligible for a reduced
of withholding tax under an applicable income taeaty and you properly file with the payor an IR8m W-8BEN, or successor form,
claiming an exemption from or reduction in withhiolgl under the applicable income tax treaty (spemdification and other requirements n
apply if our common stock is held through certairefgn intermediaries). A distribution of
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cash or other property (other than certain prodéegtibutions of our common shares) in respeadwfcommon shares will constitute a divid
for US federal income tax purposes to the extemunfcurrent or accumulated earnings and profidegsrmined under the Tax Authorities.
Any distribution not constituting a dividend wilelireated first as reducing your basis in yourehaf common stock and, to the extent it
exceeds your basis, as capital gain from the dadtook as described below under the heading “—8af@ther Disposition of Our Common
Stock.”

Dividends we pay to you that are effectively cortedavith your conduct of a trade or business withi United States (and, if certain
income tax treaties apply, are attributable to aggBnanent establishment or a fixed base maintdiggau) generally will not be subject to
US withholding tax if you provide an IRS Form 8&CI, or successor form, to the payor. Insteadh sliidends generally will be subject to
federal income tax, net of certain deductionshatdame graduated individual or corporate ratekcajpte to US persons. If you are a
corporation, effectively connected income may &lssubject to a “branch profits tax” at a rate @¥3(or such lower rate as may be specified
by an applicable income tax treaty).

A Non-US Holder that is eligible for a reduced raf&JS federal withholding tax under an income tri@aty may obtain a refund or credit
of any excess amounts withheld by timely filingappropriate claim for a refund together with thguieed information with the IRS.

Sale or Other Disposition of Our Common Stock

Subject to the discussion of backup withholdingptaglyou generally will not be subject to US fedeénglome tax on any gain realized
upon the sale or other disposition of your shafesiocommon stock unless:

» the gain is effectively connected with your condofch trade or business within the United Statesl(ander certain income tax
treaties, is attributable to a US permanent estaivient or a fixed base you maintal

* you are an individual, you are present in the Whtates for 183 days or more in the taxable yEdisposition and you meet oth
conditions; ol

* we are or have beer“United States real property holding corpora” for US federal income tax purposes (which we beliee
are not and do not anticipate we will become) amdl lyold or have held, directly or indirectly, atyaime within the fiveyear perio
ending on the date of disposition of our commomlstanore than five percent of our common stc

If you are described in the first bullet above, yaill be subject to US federal income tax on thendeom the sale, net of certain
deductions, at the same rates applicable to USpsg@nd, if you are a corporation, the branch tgd¢dix also may apply to such effectively
connected gain. If you are described in the setworiét point above, you generally will be subjext4S federal income tax at a rate of 30% on
the gain realized, although the gain may be offgatertain US source capital losses realized dufiegsame taxable year. Non-US Holders
should consult any applicable income tax or otreattes that may provide for different rules.

Information Reporting and Backup Withholding Requir ements

We must report annually to the IRS the amount gfdinidends or other distributions we pay to you éime amount of tax we withhold
these distributions regardless of whether withhrds required. A similar report will be sent touy@ he IRS may make available copies of the
information returns reporting those distributiomsl @mounts withheld to the tax authorities in thergry in which you reside pursuant to the
provisions of an applicable income tax treaty azheange of information treaty.

The United States imposes a backup withholdingtagny dividends and certain other types of paymentS persons. You will not be
subject to backup withholding tax on dividends yeceive on your shares of our common stock if yavigdle proper certification of your
status as a Non-US Holder or you are one of setygrak of entities and organizations that qualifiydn exemption (an “exempt recipiengind
neither we nor the payor has actual knowledgegasan to know) that you are a US holder that isanaxempt recipient.
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Information reporting and backup withholding geitigrare not required with respect to the amouramy proceeds from the sale of your
shares of our common stock outside the United Sthteugh a foreign office of a foreign broker tHaes not have certain specified
connections to the United States. If you sell yshares of common stock through a US broker or tReffice of a foreign broker, however,
broker will be required to report to the IRS thecamt of proceeds paid to you, and also backup withbn that amount, unless you provide
appropriate certification to the broker of yourtetaas a Non-US Holder or you are an exempt radgipieformation reporting will also apply if
you sell your shares of our common stock throufireign broker deriving more than a specified petage of its income from US sources
having certain other connections to the UnitedeStatinless such broker has documentary evideritergcords that you are a Non-US Holder
and certain other conditions are met, or you arexampt recipient. Any amounts withheld with redgeg/our shares of our common stock
under the backup withholding rules will be refundedou if withholding results in an overpaymentafes or credited against your US federal
income tax liability, if any, by the IRS if the neiged information is furnished in a timely manner.

Recently Enacted Withholding Legislation

Recently enacted legislation will generally impaseithholding tax of 30% on dividends and the gnmsxceeds of a disposition of our
shares paid to a foreign financial institution afbeecember 31, 2012 unless such institution emtéosan agreement with the US government to
withhold on certain payments and collect and prevalthe US tax authorities substantial informatiegarding US account holders of such
institution (which would include certain accouniders that are foreign entities with US owners)isTiagislation will also generally impose a
withholding tax of 30% on dividends and the grosscpeds of a disposition of our shares paid torafimancial foreign entity after
December 31, 2012 unless such entity provides ttidholding agent with a certification identifyinge direct and indirect US owners of the
entity. Under certain circumstances, a Non-US Hotdeommon stock may be eligible for a refund @dit of such taxes. You should consult
your own tax advisor as to the possible implicaiohthis legislation on your investment in shasEsur common stock

US Federal Estate Tax

Common stock owned or treated as owned by an ihg@liwho is not a citizen or resident (as defimadS federal estate tax purposes)
of the United States at the time of his or herldeall be included in the individual's gross estéte US federal estate tax purposes and
therefore may be subject to US federal estate itesa an applicable tax treaty provides otherwise.

The preceding discussion of US federal income andtate tax considerations is for general informatioronly. It is not tax advice.
Each prospective investor should consult their owtax advisor regarding the particular US federal, sate, local and non-US tax
consequences of purchasing, holding and disposin§aur common stock, including the consequences ofiy proposed change in
applicable laws.
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UNDERWRITING

Merrill Lynch, Pierce, Fenner & Smith Incorporataald Goldman, Sachs & Co. are acting as represesgadf each of the underwriters
named below. We, the selling stockholders and titewwriters named below have entered into a undmgiagreement with respect to the
shares of common stock being offered. Subject timiceconditions, each underwriter has severallgad to purchase the number of shares of
common stock indicated in the following table.

Number of

Underwriters Shares

Merrill Lynch, Pierce, Fenner & Smith

Incorporatec 2,500,00:
Goldman, Sachs & Ci 2,500,00:
Morgan Stanley & Co. LL( 714,28¢
Piper Jaffray & Co 714,28!
William Blair & Company, L.L.C. 357,14
Stifel, Nicolaus & Company, Incorporated 357,14
Total 7,142,85!

The expenses of the offering, not including theamualiting discount, are estimated at $1.9 milliowd are payable by us.

The underwriting agreement provides that the olibga of the underwriters to purchase the share®wimon stock offered by this
prospectus are subject to certain conditions peteahd that the underwriters will purchase athef shares of common stock offered by this
prospectus, other than those covered by the opiparchase additional shares described belowyifod these shares are purchased.

Certain of the selling stockholders have grantedgtion to the underwriters, exercisable for 30after the date of this prospectus, to
purchase up to 1,071,429 additional shares atuhbcpoffering price, less the underwriting discouhhe underwriters may exercise this option
solely to cover any overallotments. If the undeterd exercise this option, each will be obligatdject to conditions contained in the
underwriting agreement, to purchase a number dtiaddl shares proportionate to that underwrgénitial amount reflected in the above tal

The following table shows the per share and tatdlenwriting discount to be paid to the underwriteysus and the selling stockholders.
Such amounts are shown assuming both no exerdistihexercise of the underwriters’ option to poase 1,071,429 additional shares of
common stock.

Total

Per Share Without Option With Option
Public offering price $ 17.0C $121,428,586.C $139,642,879.C
Underwriting discoun $ 1.1¢ $ 8,500,001.0 $ 9,775,001.5
Proceeds, before expenses, to Teavana Holdings $ 15.81 $ 16,939,292.4 $ 16,939,292.4
Proceeds, before expenses, to the selling stockis $ 15.81 $ 95,989,292.4 $112,928,584.¢€

Shares of common stock sold by the underwriteteggublic will initially be offered at the initigdublic offering price set forth on the
cover of this prospectus. Any shares of commonkssotd by the underwriters to securities dealerg besold at a discount of up to $0.71 per
share of common stock from the initial public offfer price. If all the shares of common stock areswodd at the initial public offering price, tl
representatives may change the offering price haather selling terms. The offering of the shdmgthe underwriters is subject to receipt and
acceptance and subject to the underwriters’ rigihéject any order in whole or in part.

We, each of our officers, directors and the selitagkholders have agreed with the underwritergadtspose of or hedge any of the
shares of common stock or securities convertilite @an exchangeable for shares of common stock wittiee prior written consent of Merrill
Lynch, Pierce, Fenner & Smith Incorporated and
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Goldman, Sachs & Co. during the period from the dditthis prospectus continuing through the daa¢ ith180 days after the date of this
prospectus. Specifically, we and these other perbame agreed, with certain limited exceptions,toatirectly or indirectly:

» offer, pledge, sell or contract to sell any comrstock;

» sell any option or contract to purchase any comstook;

* purchase any option or contract to sell any comstook;

« grant any option, right or warrant for the sal@of common stocl

* lend or otherwise dispose of or transfer any comstook;

» request or demand that we file a registration stat# related to the common stock;

» enter into any swap or other agreement that tras\sfewhole or in part, the economic consequeriaawmership of any common
stock whether any such swap or transaction is teeltéed by delivery of shares or other securifiesash or otherwist

The 180-day restricted period described in thegatigxy paragraph will be automatically extendedlj:during the last 17 days of the
initial 180-day restricted period we issue an eagairelease or announce material news or a magewealt; or (2) prior to the expiration of the
initial 180-day restricted period, we announce thatwill release earnings results during the 154okayod following the last day of the initial
180-day period, then in each case the initial 18@+e@stricted period will be automatically extendedil the expiration of the 18-day period
beginning on the date of the earnings releasesatimouncement of the material news or materiaiteas applicable, unless Merrill Lynch,
Pierce, Fenner & Smith Incorporated and Goldmanh§& Co. waive, in writing, such extension.

We have been approved for listing of our commoglstm the New York Stock Exchange under the syrfibBA.”

Prior to this offering, there has been no publicketfor our common stock. The initial public offey price will be determined through
negotiations among us, the selling stockholdersthadepresentatives. Among the factors to be densd in determining the initial public
offering price of the shares of common stock, iditin to prevailing market conditions, will be ocwmpany’s historical performance,
estimates of the business potential and earnirggppctus of our company, an assessment of our corispaanagement and the consideration
of the above factors in relation to market valuatid companies in related businesses. An actiirigamarket for the shares may not develop.
It is also possible that after the offering thersawill not trade in the public market at or abtive initial public offering price.

The underwriters do not expect to sell more thanod¥he shares of common stock in the aggregaéedounts over which they exercise
discretionary authority.

We and the selling stockholders have agreed tavinify the several underwriters against certainilitids, including liabilities under the
Securities Act, and to contribute to payments thatunderwriters may be required to make for thiabdities.

In connection with this offering, the underwritengy purchase and sell our common stock in the opaket. These transactions may
include short sales, stabilizing transactions amglpases to cover positions created by short sa@lest sales involve the sale by the
underwriters of a greater number of shares of comstock than they are required to purchase inatiggsing. “Covered” short sales are sales
made in an amount not greater than the underwriptn to purchase additional shares of commonlsin this offering. The underwriters
may close out any covered short position by eigxercising their option to purchase additional shaf common stock or purchasing share
common stock in the open market. In determiningstingrce of shares of common stock to close outdlrered short position, the underwriters
will consider, among other
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things, the price of shares of common stock avkslédy purchase in the open market as comparduktptice at which they may purchase
additional shares of common stock pursuant to gt granted to them. “Naked” short sales aresalgs in excess of that option. The
underwriters must close out any naked short pashippurchasing shares of common stock in the oparket. A naked short position is more
likely to be created if the underwriters are coneerthat there may be downward pressure on the pfiour common stock in the open market
after pricing that could adversely affect investet® purchase in this offering. Stabilizing trarsats consist of various bids for or purchases
of shares of common stock made by the underwriitettse open market prior to the consummation of tifering.

The underwriters may also impose a penalty bids Becurs when a particular underwriter repays éouthderwriters a portion of the
underwriting discount received by it because tipeasentatives have repurchased shares of commdassital by or for the account of such
underwriter in stabilizing or short covering tracans.

Purchases to cover a short position and stabilizengsactions, as well as other purchases by tlerumiters for their own accounts, may
have the effect of preventing or retarding a decimthe market price of our common stock, and ttogrewith the imposition of the penalty bid,
may stabilize, maintain or otherwise affect the keaprice of our common stock. As a result, thegof our common stock may be higher t
the price that otherwise might exist in the opemkat If these activities are commenced, they magiscontinued at any time. These
transactions may be effected on the New York Stbathange, in the over-the-counter market or othegwi

In connection with the offering, certain of the emdriters or securities dealers may distribute pestuses by electronic means, such as e
mail. In addition, certain underwriters may faeité Internet distribution for this offering to cart of their Internet subscription customers.
Certain underwriters may allocate a limited numtifeshares for sale to their online brokerage custstmAn electronic prospectus is available
on the Internet websites maintained by certain mdiers. Other than the prospectus in electroaiafat, the information on the websites of
such underwriters is not part of this prospectus.

Conflicts of Interest

The underwriters and their respective affiliates fatl service financial institutions engaged imigas activities, which may include
securities trading, commercial and investment bamkiinancial advisory, investment management, stment research, principal investment,
hedging, financing and brokerage activities. Cartdithe underwriters and their respective affd@have, from time to time, performed, and
may in the future perform, various financial advisand investment banking services for us, for Wwhiwey received or will receive customary
fees and expenses.

In the ordinary course of their various business/gies, the underwriters and their respectiveliates may make or hold a broad array of
investments and actively trade debt and equityréiéesi(or related derivative securities) and ficiahinstruments (including bank loans) for
their own account and for the accounts of theitamers, and such investment and securities aetivitiay involve securities and/or instrum
of the company. The underwriters and their respedffiliates may also make investment recommendatand/or publish or express
independent research views in respect of such isiesusr instruments and may at any time hold esommend to clients that they acquire, |
and/or short positions in such securities and umsénts. Such investment and securities activitiag imvolve securities and instruments of the
company.

Foreign Selling Restrictions

Notice to Prospective Investors in the Europeanrooic Area

In relation to each member state of the Europeam&mic Area which has implemented the Prospectuscive (each, a “Relevant
Member State”), including each Relevant Memberestaat has implemented the
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2010 PD Amending Directive with regard to persansthom an offer of securities is addressed andi&mmination per unit of the offer of
securities (each, an “Early Implementing MembeteSjawith effect from and including the date oniaththe Prospectus Directive is
implemented in that Relevant Member State (the éRRaht Implementation Date o offer of shares will be made to the public iattRelevan
Member State (other than offers (the “Permittedlieudffers”) where a prospectus will be publishedélation to the shares that has been
approved by the competent authority in a Relevaaiiider State or, where appropriate, approved irhen®elevant Member State and
notified to the competent authority in that ReleMsliember State, all in accordance with the Progpebirective), except that with effect from
and including that Relevant Implementation Datérsfof shares may be made to the public in th&\Rat Member State at any time:

A. to*“qualified investor’ as defined in the Prospectus Directive, includ

(@) (in the case of Relevant Member States other tlaaly Enplementing Member States), legal entitiesoltare authorized c
regulated to operate in the financial marketsfarpt so authorized or regulated, whose corporatpgse is solely to invest
in securities, or any legal entity which has twarmre of (i) an average of at least 250 employeemd the last financial
year; (i) a total balance sheet of more t€43.0 million and (iii) an annual turnover of mahan €50.0 million as shown in
its last annual or consolidated accounts

(b) (in the case of Early Implementing Member Stgtpersons or entities that are described in pdijtto (4) of Section | of
Annex Il to Directive 2004/39/EC, and those who teated on request as professional clients inrdeoee with Annex Il t
Directive 2004/39/EC, or recognized as eligiblerteuparties in accordance with Article 24 of Direet2004/39/EC unless
they have requested that they be treated a-professional clients; ¢

B. to fewer than 100 (or, in the case of Early leménting Member States, 150) natural or legal peréother than “qualified
investors” as defined in the Prospectus Directigs)permitted in the Prospectus Directive, sulieobtaining the prior consent of
the representatives for any such offer

C. in any other circumstances falling within Articlé2} of the Prospectus Directiv

provided that no such offer of shares shall reésudt requirement for the publication of a prospegiursuant to Article 3 of the
Prospectus Directive or of a supplement to a prsgepursuant to Article 16 of the Prospectus Divec

Each person in a Relevant Member State (otheratRelevant Member State where there is a Perniidstic Offer) who initially
acquires any shares or to whom any offer is matldeideemed to have represented, acknowledgedgneed that (A) it is a “qualified
investor,” and (B) in the case of any shares aeguiy it as a financial intermediary, as that tesmsed in Article 3(2) of the Prospectus
Directive, (x) the shares acquired by it in thesdfig have not been acquired on behalf of, nor liasg been acquired with a view to their offer
or resale to, persons in any Relevant Member $ther than “qualified investors” as defined in Br@spectus Directive, or in circumstances in
which the prior consent of the Subscribers has lgaam to the offer or resale, or (y) where shdy@ae been acquired by it on behalf of per:
in any Relevant Member State other than “qualiffregstors” as defined in the Prospectus Directitve,offer of those shares to it is not treated
under the Prospectus Directive as having been toeslech persons.

For the purpose of the above provisions, the esyas'an offer to the public” in relation to anyashs in any Relevant Member State
means the communication in any form and by any me#asufficient information on the terms of theasfbf any shares to be offered so as to
enable an investor to decide to purchase any stesd¢be same may be varied in the Relevant Me®tage by any measure implementing the
Prospectus Directive in the Relevant Member Statethe expression “Prospectus Directive” meansdiire 2003/71 EC (including the 2010
PD Amending Directive, in the case of Early Implerieg Member States) and includes any relevantemgehting measure in each Relevant
Member State and the expression “2010 PD Amendingcbive” means Directive 2010/73/EU.
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In addition, in the United Kingdom, this documesibeing distributed only to, and is directed orlyaad any offer subsequently made
may only be directed at persons who are “qualififeestors” (as defined in the Prospectus Direct{i}ejho have professional experience in
matters relating to investments falling within A&té 19 (5) of the Financial Services and Markets 2000 (Financial Promotion) Order 2005,
as amended (the “Orderdnd/or (ii) who are high net worth companies (aspas to whom it may otherwise be lawfully commaaiéel) falling
within Article 49(2)(a) to (d) of the Order (all glu persons together being referred to as “relepargons”).This document must not be actec
or relied on in the United Kingdom by persons whe ot relevant persons. In the United Kingdom, imwgstment or investment activity to
which this document relates is only available taj aill be engaged in with, relevant persons.

Notice to Prospective Investors in Hong Kong

This prospectus has not been approved by or regikteith the Securities and Futures CommissionaidiKong or the Registrar of
Companies of Hong Kong. The securities will noolffered or sold in Hong Kong other than (a) to fiessional investors” as defined in the
Securities and Futures Ordinance (Cap. 571) of Hamtg and any rules made under that Ordinanceh)an(other circumstances which do
result in the document being a “prospectus” asneefiin the Companies Ordinance (Cap. 32) of Honggkar which do not constitute an offer
to the public within the meaning of that Ordinande.advertisement, invitation or document relatinghe securities which is directed at, or
contents of which are likely to be accessed or adhe public of Hong Kong (except if permitteddo so under the securities laws of Hong
Kong) has been issued or will be issued in Hongdanelsewhere other than with respect to secanitieich are or are intended to be dispc
of only to persons outside Hong Kong or only todfesssional investors” as defined in the Secur#ied Futures Ordinance and any rules made
under that Ordinance.

Notice to Prospective Investors in Japan

The securities have not been and will not be reggst under the Financial Instruments and Exchamgedf Japan (Law No. 25 of 1948,
as amended) and, accordingly, will not be offeredadd, directly or indirectly, in Japan, or foetbhenefit of any Japanese Person or to others
for re-offering or resale, directly or indirectiy, Japan or to any Japanese Person, except in @orolwith all applicable laws, regulations and
ministerial guidelines promulgated by relevant Jegs& governmental or regulatory authorities inctfée the relevant time. For the purposes of
this paragraph, “Japanese Person” shall mean asgmpeesident in Japan, including any corporatioatber entity organized under the laws of
Japan.

Notice to Prospective Investors in Singapore

This prospectus has not been registered as a ptaspeith the Monetary Authority of Singapore. Aotiogly, this prospectus and any
other document or material in connection with tifercor sale, or invitation for subscription or phase, of the securities may not be circulated
or distributed, nor may the securities be offeredald, or be made the subject of an invitationsiabscription or purchase, whether directly or
indirectly, to persons in Singapore other thanq(ign institutional investor under Section 274tef Securities and Futures Act (Chapter 289)
(the “SFA™), (i) to a relevant person, or any person pursuaftetction 275(1A), and in accordance with the comatt, specified in Section 2’
of the SFA or (iii) otherwise pursuant to, and actardance with the conditions of, any other appliegrovision of the SFA. Where
the securities are subscribed or purchased und¢in8&75 by a relevant person which is: (a) a ooapon (which is not an accredited inves
the sole business of which is to hold investmentktae entire share capital of which is owned by onmore individuals, each of whom is an
accredited investor; or (b) a trust (where thet&@ss not an accredited investor) whose sole @arto hold investments and each beneficiary
is an accredited investor, then securities, debestand units of securities and debentures ofctirgoration or the beneficiaries’ rights and
interest in that trust shall not be transferabtesfa months after that corporation or that truess cquired the securities under Section 275
except: (i) to an institutional investor under $@c274 of the SFA or to a relevant person, or penson pursuant to Section 275(1A), and in
accordance with the conditions, specified in Sec#@5 of the SFA,; (ii) where no consideration igegi for the transfer; or (iii) by operation of
law.
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Notice to Prospective Investors in Switzerland

The shares may not be publicly offered in Switaedland will not be listed on the SIX Swiss Exchafi@#X") or on any other stock
exchange or regulated trading facility in SwitzadaThis document has been prepared without retgaite disclosure standards for issuance
prospectuses under art. 652a or art. 1156 of thesSRode of Obligations or the disclosure standfodBsting prospectuses under art. 27 ff. of
the SIX Listing Rules or the listing rules of anther stock exchange or regulated trading facititgivitzerland. Neither this document nor any
other offering or marketing material relating te thares or the offering may be publicly distrildude otherwise made publicly available in
Switzerland.

Neither this document nor any other offering or keéing material relating to the offering, the compar the shares has been or will be
filed with or approved by any Swiss regulatory awity. In particular, this document will not bedi with, and the offer of shares will not be
supervised by, the Swiss Financial Market Superyigaithority FINMA (FINMA), and the offer of shardgs not been and will not be
authorized under the Swiss Federal Act on Colledtiwestment Schemes (“CISA™he investor protection afforded to acquirers o&iiasts ir
collective investment schemes under the CISA doégxtend to acquirers of shares.

Notice to Prospective Investors in the Dubai Intgional Financial Centre

This document relates to an Exempt Offer in acaocdavith the Offered Securities Rules of the Dutiaancial Services Authority
(“DFSA™). This document is intended for distributi@nly to persons of a type specified in the OffeBecurities Rules of the DFSA. It must
not be delivered to, or relied on by, any othesspar The DFSA has no responsibility for reviewimgerifying any documents in connection
with Exempt Offers. The DFSA has not approved tlisument nor taken steps to verify the informatienforth herein and has no
responsibility for this document. The securitiesvtich this document relates may be illiquid andfabject to restrictions on their resale.
Prospective purchasers of the securities offeredldiconduct their own due diligence on the se@gitf you do not understand the conten
this document you should consult an authorizecdhfired advisor.
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LEGAL MATTERS

The validity of the issuance of the shares of comstock offered hereby will be passed upon for BeawHoldings, Inc. by DLA Piper
LLP (US), New York, New York. The underwriters hdween represented by Shearman & Sterling LLP, Nevk,YNew York, in connection
with this offering.

EXPERTS

The audited consolidated financial statements afv@ga Holdings, Inc. and its subsidiaries as ofidgn31, 2010 and January 30, 2011
and for the fiscal years ended February 1, 2009akg 31, 2010 and January 30, 2011, includedishpitospectus and elsewhere in the
registration statement have been so included iamed upon the report of Grant Thornton LLP, indefent registered public accountants, u
the authority of such firm as experts in accountind auditing in giving said report.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statenmenForm S-1 under the Securities Act with respetihe shares of common stock
offered hereby. This prospectus does not conthif #he information set forth in the registratistatement and the exhibits and schedules
thereto. For further information with respect te tompany and its common stock, reference is matheetregistration statement and the
exhibits and any schedules filed therewith. A copyhe registration statement, including the extsibind schedules thereto, may be read and
copied at the SEC’s Public Reference Room at 18@¢et, N.E., Washington, D.C. 20549. Informatiortiee operation of the Public
Reference Room may be obtained by calling the SEIE890-SEC-0330. In addition, the SEC maintainsnéernet website that contains
reports, proxy statements and other informatioruaissuers, like us, that file electronically witte SEC. The address of that site is
WWW.Sec.gov.

As a result of the offering, we will become subjecthe full informational requirements of the Eadlge Act. We will fulfill our
obligations with respect to such requirements liydfiperiodic reports and other information witketSEC. We intend to furnish our
stockholders with annual reports containing comlstéd financial statements certified by an indepahgublic accounting firm. We also
maintain an Internet site at www.teavana.com. Oepsite and the information contained therein omeated thereto shall not be deemed to be
incorporated into this prospectus or the regisiratitatement of which it forms a part.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Teavana Holdings, Inc. and Subsidiaries:

We have audited the accompanying consolidated balsimeets of eavana Holdings, Inc. and Subsidiarie¢collectively, the Company)
as of January 31, 2010, and January 30, 2011 henetlated consolidated statements of operatiedgemable common stock and
stockholders’ deficit, and cash flows for eachha three fiscal years in the period ended Janugr2@L1. These financial statements are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on these foiahstatements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamlogUnited States). Those
standards require that we plan and perform thet &mdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigrawnglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssimopinion on the effectiveness of the Compaimg&rnal control over financial reporting.
Accordingly, we express no such opinion. An aullibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopiion.

In our opinion, the financial statements referre@love present fairly, in all material respedts, financial position of Teavana Holdini
Inc. and Subsidiaries as of January 31, 2010, andaty 30, 2011, and the related consolidatednstatts of operations, redeemable common
stock and stockholders’ deficit, and cash flowsdach of the three fiscal years in the period erldediary 30, 2011 in conformity with
accounting principles generally accepted in thetédhStates of America.

/s/ Grant Thornton LLP

Atlanta, GA
April 28, 2011 (except for Note 15 as to which tlae is July 26, 2011)
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TEAVANA HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except per share data)

Assets
Current assetl
Cash and cash equivalel
Accounts receivabl
Prepaid expenses and other as
Prepaid ren
Inventory
Deferred tax asset, curre
Total current asse
Property and equipment, r
Goodwill
Deferred tax asset, n-current
Other non-current assets

Total assets

Liabilities, Redeemable Common Stock and Stockholds’ Deficit
Current liabilities
Accounts payabl
Income taxes payab
Deferred revenu
Note payable
Series A Redeemable Preferred Stock, $.0001 paeya0,683,333 shares authorized, issuec
outstanding
Other current liabilitie:

Total current liabilities

Long-term liabilities
Deferred franchise incon
Deferred tax liability, no-current
Deferred ren
Long-term debt
Series A Redeemable Preferred Stock, $.0001 paeyaD,683,333 shares authorized, issued an
outstanding
Total lon¢-term liabilities
Total liabilities
Commitments and contingencies (Note
Redeemable common sto
Class B Redeemable Common Stock, $.00003 par va0,@00,000 shares authorized, 9,005,217
shares issued and outstand
Stockholder’ deficit

Class A Common Stock, $.00003 par value; 50,000sb@0es authorized, 27,744,243 shares issued

and outstandin
Additional paic-in capital
Accumulated defici
Total stockholder deficit
Total liabilities, redeemable common stock and ldtotders deficit

January 31, January 30
2010 2011
$ 1,31 $ 7,901
284 292
1,00¢ 2,041
1,061 1,40C
11,61¢ 16,92¢
772 1,62¢
16,04¢ 30,19:
22,518 31,02¢
2,394 2,394
184 —
627 518
$ 41,767 $ 64,12¢
$ 2,564 $ 3,631
3,99¢ 4,80¢
1,08¢ 1,34¢
25C —
— 12,99:
3,39¢ 5,53¢
11,28¢ 28,31t
60C 52t
— 42(
3,851 7,52¢
1,00(¢ 1,00(¢
10,84¢ —
16,29¢ 9,46¢
27,58t 37,78¢
21,88¢ 81,40:
1 1
(7,707 (55,06()
(7,706) (55,05¢)
$ 41,76 $ 64,12¢

The accompanying notes are an integral part oktlEmsolidated Financial Statements
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TEAVANA HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(dollars in thousands, except per share data)

For the Fiscal Year Ended

February 1, January 31,
2009 2010

Net sales $ 63,86 $ 90,26:
Cost of goods sold (exclusive of depreciation sheearately below) 27,19: 36,43
Gross profi 36,66¢ 53,82}
Selling, general and administrative expe 29,24: 38,14
Depreciation and amortization expel 2,66¢ 3,48¢
Income from operation 4,76( 12,19¢
Interest expense, net 2,061 2,43t
Income before income tax 2,69¢ 9,761
Provision for income taxe 1,502 4,47(
Net income $ 1,197 $ 5,291
Net income per shar

Basic $ 0.0: $ 0.14

Diluted $ 0.0 $ 0.14
Weighted average number of shares outstan:

Basic 36,749,46 36,749,46

Diluted 37,095,30 37,322,19

The accompanying notes are an integral part oktlEsnsolidated Financial Statements
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January 30,
2011

$ 124,70:
46,27¢
78,42¢
50,57

4,361
23,49/
2,58¢
20,90¢
8,90¢
$ 12,00¢

$ 0.3¢
$ 0.32

36,749,46
37,725,06
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Balance, February 3, 200¢
Net income
Change in fair value of class
redeemable common sto
Stock-based compensation
Balance, February 1, 200¢
Net income
Change in fair value of class E
redeemable common sto
Stoclk-based compensatic
Balance, January 31, 201!
Net income
Change in fair value of class E
redeemable common sto
Stock-based compensation
Balance, January 30, 201

TEAVANA HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN REDEEMABLE CO MMON STOCK

Class B Redeemabl

Total

AND STOCKHOLDERS’ DEFICIT
(dollars in thousands, except share data)

Class A

Common Stock Redeemabl Common Stock Paid-in Accumulated Stoc1l—<?1tgllders’
Common
Shares Amount Stock Shares Amount Capital Deficit Deficit
9,00521 $12,16( $ 12,16( 27,74424 $ 1 $— $ (484) $ (4,84)
— — — — — 1,197 1,19
— 3,64¢ 3,64¢ — (207) (3,441 (3,64¢)
— — — — 207 — 207
9,005,21 15,80¢ 15,80¢  27,744,24 1 — (7,087) (7,08¢6)
— — — — — 5,291 5,291
— 6,08( 6,08( — (169) (5,91]) (6,08()
— — — — 16¢ — 16¢
9,005,21 21,88¢ 21,88¢  27,744,24. 1 — (7,707 (7,706
— — — — — 12,00: 12,00:
- 59,51% 59,51% - (157) (59,356 (59,519
— — — — 157 — 157
9,005,21° $ 81,40 $ 81,40 27,74424 $ 1 $— $ (55,060 $ (55,059

The accompanying notes are an integral part oktlEmsolidated Financial Statements
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TEAVANA HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(dollars in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net caskigea by operating activitie!

Depreciation and amortization expel
Non-cash interest expen
Deferred income taxe
Stock based compensati
Other
Changes in operating assets and liabilit
Accounts receivabl
Inventory
Prepaid expenses and other as
Prepaid ren
Accounts payabl
Income Taxes payab
Deferred revenu
Deferred ren
Other accrued liabilitie
Net cash provided by operating activit
Cash flows from investing activities:
Purchase of property and equipment
Net cash used in investing activiti
Cash flows from financing activities:
Proceeds from revolving credit facili
Payments on revolving credit facili
Payment on note payat
Payments on term lo¢
Cash paid for financing cos
Net cash provided by (used in) financing activi
Net increase in cash and cash equival
Cash and cash equivalents, beginning of fiscal year
Cash and cash equivalents, end of fiscal year

Supplemental disclosure of cash flows information

Cash paid for intere:

Cash paid for income tax

Non-cash change in fair value of Class B Redeemablen@mmstock

For the Fiscal Year ended

February 1,
2009

$ 1,19

2,66¢€
1,70¢

(610)
207

167
(1,810)
(719)
(222)
902
(224)
21¢
1,06€
39€
4,951

(8,799)
(8,799)

50,94¢
(45,66°)

(625)
(40€)
4,25¢
407

761

$ 1,16¢

$ 33¢
2,33¢
$ 3,64¢

January 31,

January 30,

2010 2011
$ 5,291 $ 12,00
3,48¢ 4,361
1,92¢ 2,27¢
532 (25%)
16¢ 157
— 13C
(149 )
(3,646 (5,319
18¢ (1,106
(276) (33¢)
(1,55¢) 66¢
2,772 81t
32€ 26C
1,124 3,67:
877 2,06¢
11,071 19,39]
(6,640) (12,56()
(6,640 (12,56()
93,98( 132,23¢
(98,26%) (132,239
— (250)
(4,28¢) (250)
14¢€ 6,58’
1,16¢ 1,314
$ 1,31 $ 7,907
$ 51C $ 331
1,16¢€ 8,34«
$ 6,08C $ 59,51

The accompanying notes are an integral part oktlEmsolidated Financial Statements
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Notes to Consolidated Financial Statements
(dollars in thousands, except per share and stigg d

1. Business and Summary of Significant Accounting Pdlies
Nature of Business

Teavana Holdings, Inc. (the “Company” or “Teavarnaa specialty retailer of premium loose-leaf teaghentic artisanal teawares and
other tea-related merchandise. The Company offeroducts through 146 company-owned stores ist&s and franchised stores
primarily in Mexico, as well as through its website

Segment Reporting

The Financial Accounting Standards Board’s (“FASBEcounting Standards Codification (“ASC” or theddification”) Topic 280,
Segment ReportingASC 280”), establishes standards for reportirfgrimation about a company’s operating segments.ddrepany
determined its operating segments on the same thasig uses to evaluate performance internalhe Tompanys reporting segments ¢
the operation of its company owned stores and @sremerce website, which have been aggregatedimgaeportable financial segment.
Management bases this aggregation on the folloféotprs (i) the merchandise offered at stores Armligh the e-commerce business is
largely the same, (ii) the majority of its e-comuoerustomers are also customers of retail locat{@nghe product margins and sales
mix of the stores and e-commerce business aressianild (iv) the distribution methods are the saond6th revenue streams. All of the
Company’s identifiable assets are located in thiéddrStates.

Principles of Consolidation

The Consolidated Financial Statements includehalldccounts of the Company and its wholly-ownedislidries. All intercompany
transactions and balances have been eliminateshsotidation.

Fiscal Year

The Company’s fiscal year is 52 or 53 weeks endimghe Sunday nearest to January 31 of the follgwear. These Consolidated
Financial Statements include 52 weeks in eachef/#ars ended February 1, 2009 (“Fiscal 2008” 60&), January 31, 2010 (“Fiscal
2009” or “2009") and January 30, 2011 (“Fiscal 20@0“2010").

Seasonality

Teavana's business is seasonal and has historiealliged a higher portion of the Company’s sates,income and operating cash flows
in the fourth fiscal quarter due primarily to thaliday selling season. As a result, the Companyskmg capital requirements fluctuate
during the year increasing in the second and fiscdl quarters in anticipation of this peak sejlseason.

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethi@ United States of America
requires management to make estimates and assush it affect the reported amounts of assetsiabitities and disclosures of
contingent assets and liabilities at the date effitancial statements and the reported amounesvehues and expenses during the
reporting period. Actual results could differ frahose estimates.

Cash and cash equivalents

Cash and cash equivalents include cash on hartd poedeposit with banks and financial instrumenith wriginal maturities of three
months or less.
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Notes to Consolidated Financial Statements
(dollars in thousands, except per share and stigg d

Concentration of Credit Risk

The Company maintains cash balances at more thafir@ncial institution. The Company places itshcadth high credit quality

financial institutions. The credit risk is the anmbon deposit in excess of federally insured limitse Company has not experienced any
losses in such accounts. The Dodd-Frank Wall SRe&trm and Consumer Protection Act provides termgounlimited deposit
insurance coverage for non-interest bearing trdimsaaccounts at all FDIC-insured depository ingtiins through December 31, 2012.
The Company believes it is not exposed to any Bagmit credit risks on cash since its depositsnaaéntained with FDIC-insured
depository institutions in noninterest-bearing acus.

Vendor Concentration
The percentage of inventory purchased from the Gmyig top two vendors each fiscal year is as fallow

Fiscal Yea % of Inventory Purchase
2008 25% and 15%
2009 16% and 14Y
2010 25% and 15%

Accounts Receivable

Accounts receivable are generated primarily throsagbs to franchisees and retailers and are pezbanestimated net realizable value
based on a specific review of outstanding custdmaénces and historical customer write-off amouptevisions for doubtful accounts
are charged to operations at the time manageméstaees these accounts may become uncollectildallMwance was provided as of
January 31, 2010 and January 30, 2011.

Inventory

The Company’s inventories are stated at the loWweost, weighted-average method for stores antifirdirst-out basis for its
warehouse, or market, based on replacement costC®mpany records inventory purchases when titerisk of loss transfer to the
company, which generally is at the time they afévedeed to the carrier for shipment to the Company.

The Company reviews its inventory to identify aedard reserves for obsolete inventory and inversarinkage at each reporting date.

Property and Equipment

Property, plant and equipment is stated at costdesumulated depreciation. Expenditures for rephemnts are capitalized, and the
replaced items are retired. Repairs that signifigaextend the lives of equipment are capitalizghile routine repairs and maintenance
are expensed when incurred. When property and eraripare retired, sold, or otherwise disposedhefrésulting gain or loss is
recognized in selling, general and administratigesse on our Consolidated Statement of Operatindghe corresponding cost and
accumulated depreciation is removed from our Cadatdd Balance Sheet. Depreciation is computedjubia straight-line method over
the estimated lives of the related assets genauailying from three to ten years. Leasehold impress are depreciated over the shorter
of the estimated useful lives of the assets ofehse term.
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Notes to Consolidated Financial Statements
(dollars in thousands, except per share and stigg d

Goodwill

The Company accounts for goodwill in accordanc&WsC 350 Intangibles—Goodwill and OtherASC 350”). The Company does
not amortize goodwill. Management reviews goodfailimpairment each year on October 1 and whenevents or changes in
circumstances indicate that the carrying value matybe recoverable. In testing for impairment, nggmaent calculates the fair value of
the reporting units to which the goodwill relatesed on the fair value of the Company as a whdle.fair value of the Company is the
amount for which the Company could be sold in aentrtransaction between willing parties. The Conypastimates its fair value using
the discounted cash flow method. The operatingmapians used in the discounted cash flow calcufadie consistent with the
Company'’s projections and assumptions that are instb@ Companys current operating plans. Such assumptions ajedub change ¢
a result of changing economic and competitive dioras. If the Company carrying value exceeds its fair value, goodwilivritten dowi
to its implied fair value. The Company has conctutiet it operates in one reporting unit. No impent losses were recorded during
fiscal 2008, 2009 and 2010.

Impairment of Long-Lived Assets

The Company assesses its long-lived assets, paihcigroperty and equipment, for possible impairinghenever events or changes in
circumstances, such as unplanned negative cash,flodicate the carrying value of an asset or agsetp may not be recoverable. If
circumstances indicate impairment, the carrying amaof the asset is written down to fair value. Td@mpany identified no such
impairment losses during fiscal 2008, 2009 and 2010

Self-Funded Medical Insurance

During the fiscal year ended January 30, 2011Cepany moved from a fully insured to a self-fundeedical insurance plan. The
Company contracted with an administrative servimagany or a “third party administrator” to supeevand administer the program and
act as the Company'’s fiduciary and representalitie. Company has reduced its risk under this selfiéd plan by purchasing both
specific and aggregate stop-loss insurance covdoagedividual claims and total annual claims ktess of prescribed limits. The
Company records estimates for claim liabilitiesdshen information provided by the third-party adisirators, historical claims
experience, the life cycle of claims, expectedsos$tclaims incurred but not paid, and expectedsctossettle unpaid claims. The
Company monitors its estimated insurance-relatglliies on a monthly basis. As facts change,ayrhecome necessary to make
adjustments to these estimates that could be rabterbur results of operations and financial ctindi This liability is subject to a total
limitation that varies based on employee enrollnzert factors that are established at each annotlaot renewal. Actual claims
experience may differ from the Company’s estimafessts related to the administration of the plash mhated claims are expensed as
incurred. The total liability for self-funded medidnsurance was $275 as of January 30, 2011.

Revenue Recognition

Revenue from the sale of the Company’s produatsdsgnized upon customer receipt of the productwimdlection of the associated
receivables is reasonably assured, persuasivereddd an arrangement exists, the sales pricgad fand determinable and ownership
and risk of loss have been transferred to the oustoin accordance with ASC 605-10-SRgvenue Recognition—Over@iASC 605”).
Sales are recognized upon the delivery of productistomers if in stores, or upon the shipmentroflpcts to customers that are outside
of stores. Amounts related to shipping and handliag are billed to customers
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Notes to Consolidated Financial Statements
(dollars in thousands, except per share and stigg d

are reflected in net sales and the related costeeflected in cost of goods sold. The Companyamtsssales taxes on a net basis. “Tea-of-
the-month” club subscription sales are carried kabdity and recognized as revenue as produasshipped to customers over the
subscription period. Our policy is not to allow tleeurn of tea and food products and certain merdisa items once they have been
purchased by or delivered to the customers. A nurabether merchandise items can be returned wRBidays. To date, product returns
have been immaterial.

The Company sells gift cards with no expiratioredatr administrative fees to customers. The Compatggnizes income from gift
cards when they are redeemed by the customerditiaad the Company recognizes income from unredskgift cards (“gift card
breakage”when it can determine that the likelihood of thit gard being redeemed is remote. The Company rézeg revenue from gi
card breakage based on historical redemption ratesCompany accumulated sufficient historical datdetermine the gift card
breakage rate during the fiscal year ended Jar8@r2011. Revenue from gift card breakage is iredlich net sales in the Consolidated
Statements of Operations. During fiscal 2010, then@any recognized $249 in income before incomestagiated to the initial
recognition of revenue from gift card breakage. @ibéerred revenue attributable to gift cards amaddiethe-month club subscriptions at
January 31, 2010 and January 30, 2011 was $1,aB81844, respectively.

Franchise and Royalty Fees

As of January 30, 2011, Teavana had 13 franchigedssin Mexico and two in the United States. TloenPany’s franchise agreements
generally provide franchise rights for a periodl®fto 15 years. Initial franchise fees receiveddnnection with newly franchised stores
are recognized when obligations of the relateddn#se agreement are met. Continuing royalty feeseorted monthly when earned ¢
are computed based on a certain percentage ofahehiise store’s net sales. Franchise royalty ircon$121, $151 and $248 for fiscal
2008, 2009 and 2010, respectively, is includedeinsales in the Consolidated Statements of Opesatdeferred revenue attributable to
the initial development fee for the Company’s filaise stores in Mexico at January 31, 2010 and Jsur80a 2011 was $600 and $525,
respectively. Deferred revenue from this initiavelepment fee was recognized in the amounts of $98,and $75 in fiscal 2008, 2009
and 2010, respectively, and is included withinsaées in the Consolidated Statements of Operations.

Cost of Goods Sold

Cost of goods sold includes the direct costs ofpsaducts, freight and shipping costs, distributtemter costs and occupancy costs for
stores in operation. Cost of goods sold excludgsedgation and amortization expenses.

Selling, General and Administrative Expense

Selling, general and administrative expense capisinarily of store operating expenses, storegmening expenses and other
administrative expenses. Store pre-opening costex@ensed as incurred.

Stock-based Compensation

The Company grants stock options for a fixed nunatbeshares to key employees and certain directdrs.Company accounts for stock
options in accordance with ASC 7XBpmpensatior— Stock CompensatiqfiASC 718”). ASC 718 requires compensation coslstee

to stock-based payments, including stock optiomsather equity awards, to be measured based ayrém date fair value of the awards
expected to vest, with the cost recognized overésting period.
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Accrued Compensated Absences

The Company provides its employees with paid lehaévaries in duration based on years of sernddad Company. After 90 days of
service, the Company grants leave benefits taifiitine employees. The Company accrues the vdtleecannual leave ratably over the
year in which the employees’ services are perforriéd Company’s policy provides for a carry-forwafdunused balances of up to 40
hours as of October 31 each year. The Company 226 $nd $351 accrued for paid leave as of Janugrg®L0 and January 30, 2011,
respectively.

Leases

The Company has operating lease agreements withugdandlords. These agreements generally havedstdd rent increases. The
Company recognizes lease expenses on a straighidisis over the lease term, beginning when thep@oynis granted possession of the
leased premises. Tenant allowances are recordéef@sed rent and are amortized as a reductioantfexpense over the lease term.

Advertising Costs

Advertising costs consist primarily of advertisiegpense associated with the Company’s store |leasbare expensed as incurred. Total
advertising expense was $671, $1,354 and $2,43sfad 2008, 2009 and 2010, respectively, andétuded in selling, general and
administrative expense in the Consolidated StatésrefrOperations.

Capitalized Financing Costs

Costs associated with the establishment of thelvgpcredit facility (see Note 5) were capitalizadd amortized to interest expense
using the straight-line method through the endoégreement date. Interest expense recognizexfitalized financing costs amounted
to $214, $135 and $135 in fiscal 2008, 2009 and2fHspectively. Capitalized financing costs artided in other non-current assets in
the Consolidated Balance Sheets.

Income Taxes

The Company’s income tax policy is to record thinested future tax effects of temporary differenbesveen the tax bases of assets anc
liabilities and amounts reported in the accompagyiionsolidated Balance Sheets, as well as opetatisgand tax credit carry-forwards.
The value of the Company’s deferred tax assetgrassthat the Company will be able to generate@efft future taxable income in
applicable tax jurisdictions, based on the Compsegtimates and assumptions. If these estimatesekatdd assumptions change in the
future, the Company may be required to record veloallowances against its deferred tax assetdtieg in an addition to the provision
for income taxes in the Company’s Consolidatedeatants of Operations. In assessing the realizabilitleferred tax assets, the
Company considers whether it is more likely thahthat some portion or all of the deferred tax tsgéll not be realized, and the
Company considers the scheduled reversal of deféaweliabilities, projected future taxable incoroarry-back opportunities and tax-
planning strategies in making this assessmentCldmepany assesses the need for valuation allowayueaterly.

The calculation of income tax liabilities involvegnificant judgment in estimating the impact otartainties in the application of
complex tax laws. An update to ASC 74@counting for Income Taxes
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(“ASC 740"), provides further clarification on tlaecounting for uncertainty in income taxes recoggiin the financial statements. The
impact of an uncertain income tax position on aome tax return must be recognized at the largesuat that has a greater than 50%
cumulative probability to be sustained upon augithe relevant taxing authority. An uncertain in@tax position will not be recognized
if it has less than a 50% likelihood of being sus#d. The new threshold and measurement attribretgcibed by the FASB will continue
to require significant judgment by management. Thenpany adopted ASC No. 740-A0counting for Uncertainty in Income Taxess

of February 2007 with no cumulative effect adjustinecorded at adoption. As of January 30, 201 1fandll periods presented, the
Company has no liability with respect to unrecogdizax benefits. The Company records interest andlfies associated with
unrecognized tax positions within income tax expgenghe Consolidated Statements of Operations.

Net Income per Share

Basic net income per share is calculated usingvsighted average number of common shares outsigufalithe period. Diluted net
income per common share is calculated using thghteil average number of common shares outstandiadghe additional dilution for
all potentially dilutive stock options using theasury stock method.

Recently Adopted Accounting Pronouncements

In January 2010, FASB issued Accounting Standapifate (“ASU”) 2010-06 to Topic 820-+air Value Measurements and Disclosures
(“ASU 2010-06"). ASU 2010-06 provided requirements of new discloswfesignificant transfers in and out of Levelsni 2, and
expanded disclosure of activity in Level 3 (seeeNBt ASU 2010-06 also clarified existing disclesiaround the level of disaggregation
of each class of assets and liabilities, and afsduvalue inputs and valuation techniques for Le&vand Level 3. ASU 2010-06 was
effective for interim and annual reporting peridigiginning after December 15, 2009 for existing ldsares and becomes effective for
fiscal years beginning after December 15, 201@lfsclosure of purchases, sales, issuances anensetits in the roll-forward activity in
Level 3 fair value measurements. Adoption of ASU@@6 did not have a material impact on the Comjza@gnsolidated Financial
Statements.

Accounting Pronouncements Not Yet Adopted

In December 2010, the FASB issued ASU 2010-28 fmd850—Intangibles—Goodwill and Other: When to PerformpSieof the
Goodwill Impairment Test for Reporting Units withrd or Negative Carrying Amounts (“ASU 2010-28ASU 2010-28 modifies Step 1
of the goodwill impairment test for reporting unitith zero or negative carrying amounts. For theg®rting units, an entity is required
to perform Step 2 of the goodwill impairment tdst is more likely than not that a goodwill impaient exists. Goodwill of a reporting
unit is required to be tested for impairment betwaenual tests if an event occurs or circumstaokasge that would more likely than
not reduce the fair value of a reporting unit beltsrcarrying amount. ASU 2010-28 is effective siay in the first quarter of 2011 with
early adoption not permitted. Adoption of ASU 2(A®1s not expected to have a material impact orCn@pany’s financial statements.

There were various other accounting standardsrgtecpretations issued during 2009 and 2010 thaCtrapany has not yet been
required to adopt, none of which are expected @ lmamaterial impact on the Company'’s financialesteents and the notes thereto.
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2. Property and Equipment
Property and equipment consists of the following:

January 31, January 30

2010 2011
Leasehold improvemen $ 27,78 $ 38,28.
Equipment 4,738 6,39¢
32,51« 44,677
Les—Accumulated depreciatic (10,009 (13,649
Property and equipment, r $ 22,51 $ 31,02¢

Depreciation expense was $2,543, $3,407 and $4¢8Xscal 2008, 2009 and 2010, respectively.

3. Other Current Liabilities
Other current liabilities consists of the following

January 31, January 30.

2010 2011
Accrued compensation and payroll ta $ 1,80¢ $ 2,23
Accrued inventory in trans 57€ 1,441
Other 1,014 1,86
$ 3,39¢ $ 5,53¢

4. Note Payable

The Company had a note payable issued to a vendbeiamount of $250. The note did not bear argrést, did not require any
installment payments and was due upon the eafli@d days after receipt of written notice of deméman the vendor, or June 1, 2012.
The Company repaid the full amount of this noteNmvember 11, 2010. The Company had no further abtigs from this note payable
to the vendor as of January 30, 2011.

5. Long-term Debt

On June 12, 2008, the Company established a tle@ergvolving credit facility by entering into aalo and security agreement (the
“Credit Agreement”) with Fifth Third Bank. The Criédgreement provides for a revolving credit fatyilof up to $25,000 through
June 12, 2011. The maximum availability of the ttewmy credit facility is $15,000, $20,000 and $28)0dn years one, two and three,
respectively, of the agreement, less the undrasm d&nount of any letters of credit outstanding. Thedit Agreement is secured by
substantially all of the assets of the Company. fEwelving credit facility under the Credit Agreemtiédnad a balance outstanding of
$1,000, undrawn face amounts on letters of créd$B89, and availability of $23,661 on January 301 1.

The revolving credit facility in the Credit Agreemntebears interest at a rate of LIBOR plus a rarfd@ 5% to 3.50% or at a rate of the
lender’s base commercial lending rate plus a rafi@e25% to 1.00%. The rate used within the rangeetermined based on the
Company’s consolidated leverage ratio, as definadjuarterly measurement dates. The balance uheleevolving credit facility on
January 30, 2011 contained
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$1,000 under the LIBOR pricing method (3.75% atuday 30, 2011) and $0 under the base lending ratmg method (3.01% at
January 30, 2011).

The Credit Agreement specifies the Company mustptpmiith certain financial and non-financial covaet& The Company was in
compliance with these covenants on all respectigasurement dates. The Credit Agreement does noitgbe payment of any

dividends and thus 100% of the Company’s net incismestricted for purposes of dividend paymentse flestriction on the payment of
dividends applies to the Company and all of itssaibries. The Credit Agreement also restrict®athe subsidiaries of the Company
from making loans or advances to the Company. €bticted net assets of the subsidiaries are the sa the consolidated net assets, as
presented in the accompanying consolidated balsimeets. Teavana Holdings, Inc. has no operationpenating revenues, and the
expenses of Teavana Holdings, Inc. are de minimigrtue of the fact that the management and dirsodf the company are
compensated by its subsidiary, Teavana Corporafieavana Holdings, Inc. has no assets outside ofuvestments in subsidiaries, and
no liabilities other than its obligations under ®eries A Redeemable Preferred Stock and ClassiBeReable Common Stock issued by
it. Teavana Holdings, Inc. is a co-obligor under Hoan and Security Agreement with Fifth Third Bank

On April 22, 2011 the Company entered into an amesTd to the Credit Agreement that will extend teealving credit facility for an
additional five years through April 22, 2016 (seat&15).

6. Common and Preferred Stock

The Company had 27,744,243 shares of Class A Constamk, 9,005,217 shares of Class B Redeemable Gongtock and 10,683,3:
shares of Series A Redeemable Preferred Stockaodisg on January 30, 2011 and January 31, 20Cldss A Common Stock and
Class B Redeemable Common Stock entitles the htidame vote per share. The Series A Redeemablerfa@ Stock is noweting. The
Series A Redeemable Preferred Stock is seniort@€tass A Common Stock and the Class B Redeemalnier®n Stock. In the event of
a liquidation event, dissolution or winding up bétbusiness, each holder of the Series A RedeerRablerred Stock then outstanding
will be entitled to be paid out of the assets & @ompany, available for distribution to its stockters, before any payment will be made
or assets distributed to the holders of the Cla&fmon Stock or Class B Redeemable Common Stdekholders of the Class A
Common Stock and Class B Redeemable Common Stecaknditled to share ratably in the assets remaiafteg payment of liabilities
and the redemption value of any outstanding prefestock. The Series A Redeemable Preferred Stsclcantains preferences in the
declaration of dividends. The holders of the Clag83ommon Stock and Class B Redeemable Common Siecéntitled to receive
dividends declared by the Board of Directors omarata basis after distribution to the holdershaf Series A Redeemable Preferred
Stock.

The shares of Class B Redeemable Common Stock emegrvertible into an equivalent number of shafeSlass A Common Stock at
any time at the option of the holder and shall enatically convert upon (i) the sale, transfer, gggient or conveyance to a competitor or
(i) the consummation of a qualified public offegias defined). After December 15, 2011, each haltfiehares of Class B Redeemable
Common Stock has the right to require the Compamgdeem its shares by delivery of written notwéhe Company. Within 60 days of
the notice, the Company is required to pay an amiourash to each holder equal to the fair markdte of the shares of the Class B
Redeemable Common Stock. Due to this contingermtmg@tion feature, the Class B Redeemable Commork &atassified in the
Consolidated Balance Sheets as temporary equitgrréttan stockholders’ equity, with adjustmentthfair value of the Class B
Redeemable Common Stock made at each reporting date

The Series A Redeemable Preferred Stock was issu@gcember 15, 2004 with a mandatory redemptiom giaon the earlier of an
initial public offering or December 15, 2011, (“Redption Date”). The Series A Redeemable PrefertedkSontains a liquidation
preference of $1.00 per share, with annual aceretia
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rate of 5% and accretion of a debt discount fromdbeber 15, 2004 through the Redemption Date tleainaluded in interest expense on
the Consolidated Statements of Operations. Thédiégion preference, or “Redemption Value,” will irase each year based on the
accretion of the shares. However the annual accrefi the Redemption Value will be forgiven at fdedemption Date upon the
Company consummating a liquidity event or publifedhg in respect of which the fair market valuethué initial public offering exceeds
$82,800, as specified in the Company’s AmendedRextated Certificate of Incorporation. In accordamith ASC 480Distinguishing
Liabilities from Equity, the Company classifies the Series A RedeemaklfePed Stock as a liability on the accompanyingstidated
Balance Sheets. The Redemption Value as of Jai31a2010 and January 30, 2011 was $13,722 and 8. 4dspectively. Scheduled
increases to the redemption value of Series A Redbke Preferred Stock for the fiscal year endimgaay 29, 2012, are $658.

7. Fair Value Measurements

The guidance for fair value measurements estalsligteeauthoritative definition of fair value, set# a framework for measuring fair
value and outlines the required disclosures reggrtdiir value measurements. Fair value is the ghiaewould be received to sell an as

or paid to transfer a liability in the principal wost advantageous market for the asset or ligliilian orderly transaction between market
participants at the measurement date. The Compses/aithree-tier fair value hierarchy based upsemiable and non-observable inputs
as follows:

. Level 1: Quoted market prices in active marketddentical assets or liabilitie
. Level 2: Inputs other than Level 1 that are eitfiezctly or indirectly observabli

. Level 3: Unobservable inputs developed using the@amy' s estimates and assumptions which reflect thogertheket
participants would ust

The Companys financial instruments consist primarily of itsa€% B Redeemable Common Stock, classified as temypequity, which i
measured using Level 3 inputs. Changes in the whisity of valuation inputs may result in transfevithin the fair value measurement
hierarchy. The Company did not identify any trans@mong levels of the fair value measurementsitdby during fiscal 2009 and 20!

The Company’s assets and equity balances measuied \aalue on a recurring basis consisted of@hess B Redeemable Common
Stock as of January 31, 2010 and January 30, 2011:

Fair Value Hierarchy Category

Level 1 Level 2 Level 3
January 31, 2010 $ = $ — $ 21,88¢
January 30, 201 — — 81,401

The following table presents the change in theresgd fair value of the Class B Redeemable CommackSneasured using significant
unobservable inputs (Level 3):

February 1, January 31, January 30,

2009 2010 2011
Fair value measurement at beginning of period $ 12,16( $ 15,80¢ $ 21,88t
Change in fair value recorded in accumulated de 3,64¢ 6,08( 59,51
Fair value measurement at end of pe $ 15,80¢ $ 21,88¢ $ 81,40!

The Class B Redeemable Common Stock is remeasufait talue each reporting period. The changdaimvalue are recorded directly
to equity and are based on the change in the yhdgtair value of the Company’s stock price durigarh fiscal year presented. The fair
value of the stock price is the amount for
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which the stock price could be sold in a curreahsaction between willing parties. The Companyestes its fair value using primarily a
discounted cash flow model. The operating assumgtised in the discounted cash flow model are gépeonsistent with the
Company’s past performance and with the projectaomsassumptions that are used in the Companyfsrtusperating plans. Such
assumptions are subject to change as a resulaobahg economic and competitive conditions.

8. Netincome per share

The following table sets forth the computation asiz and diluted net income per share in accordaitbeASC 260 Earnings per Share
(“ASC 260"). Basic net income per share is caladaby dividing net income by the weighted-averagmmon shares outstanding during
the period. Diluted net income per share is catedldy dividing net income by the weighted-averagmber of common shares plus
potentially dilutive common shares, primarily catsig of the Company’s non-qualified stock optiomststanding during the period. The
treasury stock method was used to determine théwdileffect of the stock options. The followindpla details the calculation of basic i
diluted net income per share:

Year ended
February 1, January 31, January 30,
2009 2010 2011
Numerator:
Net Income $ 1,197 $ 5,291 $ 12,00:
Denominator
For basic net income per sh-weighted average shares be 36,749,46 36,749,46 36,749,46
Effect of dilutive stock options 345,84 572,73t 975,60’
Denominator for diluted net income per share-adpist
weighted average shares b: 37,095,30 37,322,19 37,725,06
Net income per shar
Basic $ 0.0 $ 0.14 $ 0.3
Diluted $ 0.0z $ 0.14 $ 0.32

As of January 30, 2011, the Company had 27,744924130,005,217 shares of Class A Common stock aass@ Redeemable Common
Stock, respectively, outstanding. The Class A Com®&itck and Class B Redeemable Common Stock shagdein rights to dividend
and undistributed earnings and also share equallpting rights. As a result, the two class metthad not required for computation of
net income per share.

The Company has not issued stock-based paymentiswadate that meet the criteria of participasegurities.

9. Leases

The Company has entered into operating leasessfetdres, distribution center and store suppartecelnitial lease terms for stores are
generally ten years with rent escalations and newal options. Rent expense for leases with reratlaons is recognized on a straight-
line basis over the term of the lease. The leaseret leases under which the Company pays ths,tmeirance and common area
maintenance costs. The leases may also provideofbrminimum rent payments and contingent rentatet on a percentage of sales in
excess of specified amounts. In certain leasedatttdord also charges the Company a portion ahéisketing expense.
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Total minimum and contingent rent expense wer®bavis:

Fiscal Year ended

Februarz 1, 200¢ January 31, 201! January 30, 201

Minimum rentals $ 6,23¢ $ 8,46¢ $ 11,00(
Contingent rental 36 51 127
Total $ 6,27( $ 8,51F $ 11,127

Future minimum lease payments for noncancelableatipg leases with an initial term of one year arenare as follows:

Fiscal year ended in: Amount
2012 $ 12,31«
2013 12,78:
2014 13,09!
2015 13,317
2016 13,00(
Thereafter 46,74¢
$ 111,25I

10. Stock-Based Compensatior

Under the Company’s 2004 Management Incentive Rlan“Plan”), adopted on December 15, 2004, up 881,471 stock options may
be granted to certain employees and outside dirotoadvisors to purchase a fixed number of shafrdge Company Class A Comma
Stock at prices not less than 100% of the estinfatiednarket value at the date of grant. All stdidsed awards issued under the plan are
non-qualified stock options.

The Company accounts for stock-based awards inr@acoe with ASC Topic 71&ompensation—Stock CompensaftkSC 718”).

ASC 718 requires measurement of compensation epsilfstock-based awards at fair value on thetgilate (or measurement date, if
different) and recognition of compensation expensé of forfeitures, over the requisite serviceigefor awards expected to vest. Stock-
based compensation expense was $207, $169 and@1ffstal 2008, 2009 and 2010, respectively. Conspgion cost is recognized on a
pre-tax basis.

The fair value of stock options was estimated atdate of grant using the Black-Scholes optionipgienodel. The Black-Scholes option
pricing model was developed for use in estimatirgfair value of traded options with charactersstiot present in these employee stock
options. Stock option pricing models require thguitnof highly subjective assumptions, including #xpected volatility of the stock prit
Because the Comparsystock options have characteristics significadifferent from those of traded options and becaisenges in the:
subjective input assumptions can materially affeetfair value estimates, in management'’s opirtioe existing models may not provide
a reliable single measure of the fair value oftteck-based awards. The Company estimated thedtie of options with the following

assumptions:
January 31 January 30,
February 1,
2009 2010 2011 (1)
Expected life (years) (Z 6.2 6.2t N/A
Risk-free interest rate (¢ 2.7%- 3.1% 2.3% N/A
Volatility (4) 35%- 37% 53% N/A
Dividend yield (5) 0% 0% N/A
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(1) The Company did not grant stock options duringafig910.
(2) Represents the period of time options are eiepeto remain outstanding. As the Company has awlrded “plain vanilla options” as described by ABKB-10-S99,
Compensation—Stock Compensation: Overall: SEC Nédserthe Company used the “simplified method” for detiming the expected life of options granted. Tegdified

method calculates the expected term as the suheafesting term and the original contract termdkd by two. The Company will continue to use timepdified method until
such time that it has sufficient historical datadptions to estimate the expected term of s-based award:
(3) Based onthe US Treasury yield curve in effechattime of grant

(4) Expected stock price volatility is based on the any's peer group average implied volatili
(5) The Company has not paid regular dividends onditsmon stock and does not expect to pay dividends@ommon stock in the foreseeable futi

The following table represents stock options grantancelled or expired under the plan during figé@8, 2009 and 2010. There were
options that expired or that were exercised dueiach of these periods:

Weighted
Average
Options Exercise Price
Outstanding at February 3, 20 1,349,72. $ 1.1
Granted 327,71( 1.64
Cancelled or expire (7,406 1.3¢
Outstanding at February 1, 20 1,670,02 1.24
Granted 181,44 2.4%
Cancelled or expired — —
Outstanding at January 31, 2C 1,851,47. 1.3¢€
Granted — —
Cancelled or expired — —
Outstanding at January 30, 2011 1,851,47. $ 1.3¢€
The weighted-average grant-date fair value of stqations granted during fiscal years 2008 and 208 $0.66 and $1.29, per stock
option.
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Under the Plan, options generally become exerasabdr a four-year period and expire ten years ftwerdate of grant. Option grants
generally vest 25% on each anniversary of the gtat®, commencing with the first anniversary. Adafiuary 31, 2010, the Company
had granted all available stock options under tha.Prhe following is a summary of the changeshim €ompany’s non-vested stock
options for fiscal years ended February 1, 2008udey 31, 2010 and January 30, 2011:

Weighted
Average

Grant-

Date

Number of Fair

Shares Value
Non-vested stock options outstanding at February 8820 822,05! $ 0.5C
Granted 327,711 0.6€
Vested (335,579 0.4¢
Cancelled or expired (7,406 0.57
Non-vested stock options outstanding at February 19: 806,77¢ 0.57
Granted 181,44 1.2¢
Vested (396,67¢) 0.5%

Cancelled or expire — —
Non-vested stock options outstanding at January 310 591,54« 0.81

Granted — —
Vested (222,17) 0.7

Cancelled or expire — —
Non-vested stock options outstanding at January 301 369,36 $ 0.8¢

The total fair value of vested stock options wa651$209, and $162 during fiscal 2008, 2009 and2fdspectively. As of January 30,
2011, there was $247 of total unrecognized comgimseost related to non-vested stock option awartle compensation cost is
expected to be recognized through fiscal 2013,daseexisting vesting terms with the weighted agersemaining expense recognition
period being approximately 2.6 years. Additionalhgse non-vested options could vest earlier irettent of a change of control or initial
public offering resulting in immediate recognitiohunrecognized compensation cost.

The options outstanding at January 30, 2011, arergrized below:

Average
Remaining
Contractual
Number of
Shares Options Life
Outstanding Exercisable Exercise Price (in Years)
1,212,71. 1,175,68: $ 1.12 4.9
129,60: 97,20z 1.3t 6.8
277,72: 138,86( 1.62 7.2
49,99( 24,99t 1.7¢€ 7.6
181,44 45,36: 2.4: 8.8
1,851,47. 1,482,10: 5.8

There were 1,482,104 options exercisable as ofalgr80, 2011 with a weighted average exercise mfi&1.23 per share and intrinsic
value of $790.
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Related Party Transactions

In December 2007, the Company made a loan in theipal amount of $50 at an annual interest rat#086 to an officer of the
Company. On March 21, 2011, the Company forgaveiitiee principal amount of the loan, plus accraad unpaid interest thereon, in
consideration of the Company’s repurchase of uroésed options to purchase 9,332 shares of the Caoytgp€lass A Common Stock
granted in June 2005. The outstanding balanceedbtin as of January 30, 2011, including princgral interest, was $75 and is included
in prepaid expenses and other assets on our Cdatali Balance Sheets.

The Company has employment contracts with two ekezofficers who are also holders of Class A Comrtock. The contracts
provide for severance compensation if the execsitire terminated.

In December 2004, we entered into a contract teigedfinancial advisory and management servicekedCompany with SKM Growth
Investors, L.P., the predecessor entity to Parhidledstment Partners, LLC (the “AdvisorBarallel manages certain investments on b
of SKM Equity Fund IlI, L.P., a private-equity insttnent fund that holds substantially all of the evahip interest in one of our
stockholders. The fee was $250 for calendar ye208,2009 and 2010, with subsequent annual feles tregotiated by the parties. This
contract will expire when the Advisor and its affies (including, without limitation, SKM Equity Rd I, L.P.) cease to own certain
percentages of Class B Redeemable Common StocRenieb A Redeemable Preferred stock as specifitebinontract.

Income Taxes

The deferred income tax assets and liabilitiesrasgmted in the accompanying balance sheets cethgibthe following amounts:

January 31 January 30
2010 2011
Deferred income tax assets
Deferred rent liability $ 1,462 $ 2,931
Inventory reservi 587 1,274
Deferred revenu 57¢ 63¢<
Stock compensation exper 24¢ 31¢
Accrued vacatiol 67 87
Other liabilities 43 268
Total deferred income tax assets 2,98¢ 5,50¢
Deferred income tax liabilities:
Book versus income tax depreciation differe (1,746 (3,879)
Prepaid expenst (275) (424)
Intangibles 9 —
Total deferred income tax liability (2,030 (4,299
Net deferred tax assets $ 95¢ $ 1,20¢
Deferred income tax asset, curren $ 772 $ 1,62¢
Deferred income tax asset, nc-current 184 —
Deferred income tax liability, nor-current — (420
Net deferred tax assets $ 95¢€ $ 1,20¢
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The significant components of the provision fordme taxes are as follows:

February 1, 200¢ January 31, 201( January 30, 201.
Current
Federal $ 1,82: $ 3,10¢ $ 7,18:
State 29C 832 1,97¢
Total current 2,112 3,93¢ 9,15¢
Deferred
Federal (54¢) 48€ 18¢
State (62 46 (441
Total deferrec (610 532 (259
Total $ 1,50z $ 4.47( $ 8,90¢

The provision for income taxes recorded differsrfrihe federal statutory rate primarily due to stat®me tax expense and nondeduc
expense which primarily consists of the accretibthe Series A Redeemable Preferred Stock. Thenmdiéation to the federal statutory
rate is as follows:

February 1, 2009 January 31, 201C January 30, 2011
Provision at federal statutory re $ 917 34.(% $ 3,31¢ 34.% % 7,31¢ 35.(%
State income taxes, n 14¢ 5.5% 46C 4.7% 954 4.5%
Series A Redeemable Preferred Stock accrt 50¢ 18.€% 60¢ 6.2% 75C 3.6%
Nondeductible business expenses, 25 0.% 26 0.3% 38 0.2%
Provision to retur 16 0.6% 56 0.6% (65) (0.9%
Deferred tax adjustme (20¢) (4.00% — 0.0% — 0.C%
Other, net (4 (0.1)% — 0.0% (89) (0.49)%
Effective tax rate $ 1,50: 55.7% $ 4,47( 45.60  $ 8,90¢ 42.€%

In assessing the realizability of deferred tax s¢be Company considers whether it is more lilten not that some portion or all of the
deferred tax assets will not be realized. The wtenrealization of deferred tax assets is dependgan the generation of future taxable
income during the periods in which those tempodifferences become deductible. The Company corsig@jections of future taxable
income, tax planning strategies and the reverstraporary differences in making this assessmém.dompany has determined that no
such valuation allowance is necessary as of Jar8igrg010 and January 30, 2011.

The Company adopted ASC 740-10, as of January®®, @ith no cumulative effect adjustment recordeddmption. As of January 30,
2011, and for all periods presented, the Compasynbdiability with respect to unrecognized tax &fits.

The Company files federal, state, and local inctemereturns in jurisdictions with varying statutddimitation. The Company’s tax years
for the fiscal years ended February 3, 2008 thralagtuary 30, 2011 generally remain subject to exatioin by federal and most state
authorities. The audit of the Company’s US incomereturn for fiscal 2007 was completed in fisdad2.
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Employee Benefit Plan

The Company established the Teavana CorporatiareRegnt Savings Plan (the “Teavana 401(k) Plam’July 1, 2006. Under this ple
employees of the Company who are 21 years of agéder and that have completed six months of seraie eligible to participate. The
Company matches 100% of participant contributiom$oul% of participant compensation and 50% ofipi@ent contributions from 1%
to 6% of a participant’s compensation.

Company contributions to the Teavana 401(k) Plare&84, $334 and $416 during fiscal 2008, 2009201, respectively.

Commitments and Contingencie

The Company is involved in various legal proceediagcountered in the normal course of businegielopinion of management, the
resolution of these matters will not have a matexilverse effect on the Company’s financial poitio results of operations.

Subsequent Event:

The Company has evaluated subsequent events feobathnce sheet date to April 28, 2011, the d&t€tnsolidated Financial
Statements were available to be issued, and thrauighl8, 2011, the date the Consolidated Finari8t@lements were reissued, and
identified the following items.

On April 22, 2011, the Company entered into an anent to the existing loan and security agreemdtht kifth Third Bank, which
extends the maturity of this facility until Apri2 2016.

Under the amended revolving credit facility, therbwing capacity is equal to the lesser of (i) M@ximum Revolving Facility (as
defined), less the undrawn face amount of anyrketiécredit outstanding at the time a drawdowrtanrevolving credit facility is made,
and (ii) the Borrowing Base (as defined). The MaximRevolving Facility is equal to (i) prior to Ausful, 2011, $40,000, (ii) from
August 1, 2011 to December 31, 2011, $50,000, @hor and after December 31, 2011, $40,000. The®ving Base is defined as the
sum of (i) 200% of Consolidated EBITDA (as definéa)the most recent trailing twelve-month period Which financial statements are
available, minus (ii) the aggregate undrawn facewamof any letters of credit outstanding at timeetia drawdown on the revolving credit
facility is made, minus (iii) such reserves as rhayestablished by the lender in its Permitted Rison (as defined), but not to exceed
35% of the Borrowing Base. The revolving creditiligcincludes a $5.0 million sublimit for the isance of letters of credit.

Indebtedness incurred under the amended revolvedjtdacility will bear interest at a rate of LIBO(subject to a minimum level of
1.5%) plus an applicable margin of 4.50% or atta cd the lender’'s base commercial lending rats plu applicable margin of 3.00%.
The amended loan and security agreement includgsroary negative and affirmative covenants. Inddiess incurred under both the
amended loan and security agreement and the drigemaand security agreement is collateralizedudystantially all of our assets.

On July 13, 2011, the board of directors and thelkstolders of the Company approved a 3.7029417&8-00r-1 stock split for each
outstanding share of Class A common stock, withaffrom the filing of a Certificate of Amendmentthe Company’s Amended and
Restated Certificate of Incorporation with the &¢ary of State of the State of Delaware. The sgmiik became effective on July 26,
2011. As a result of the stock split, the numbestadres of Class A common stock into which eachesbaClass B common stock will
convert has been adjusted to the number of sh&@sss A common stock which such holder would Hagen entitled to receive after
the occurrence of such stock split had the ClassrBmon stock been converted immediately prior ¢éostiock split. All issued and
outstanding shares of Class A common stock ands@ammon stock and stock options exercisabl€fass A common stock have
been retroactively adjusted to reflect this stqulk $or all periods presented.
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TEAVANA HOLDINGS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except per share data)

Assets
Current assetl
Cash and cash equivalel
Inventory
Other current asse
Total current asse
Property and equipment, r
Goodwill
Other non-current assets
Total assets

Liabilities, Redeemable Common Stock and Stockholds’ Deficit
Current liabilities
Income taxes payab
Series A Redeemable Preferred Stock, $.0001 paeya0,683,333 shares authorized, issued and
outstanding
Other current liabilitie:

Total current liabilities

Long-term liabilities

Deferred ren

Long-term debt

Other lon¢-term liabilities
Total lon¢-term liabilities
Total liabilities

Commitments and contingencies (Note
Redeemable common sto
Class B Redeemable Common Stock, $.00003 par Va0,@00,000 shares authorized, 9,005,
issued and outstandi
Stockholder’ deficit
Class A Common Stock, $.00003 par value; 50,000sb@0es authorized, 27,744,243 issued and
outstanding
Additional paic-in capital
Accumulated deficit
Total stockholders’ deficit

Total liabilities, redeemable common stock and ldtotders’ deficit

The accompanying notes are an integral part oktlimmndensed Consolidated Financial Statements
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January 30

May 1,

2011 2011
(unaudited)
$ 7,901 $ 3,74(
16,92¢ 18,28¢
5,362 5,821
30,19: 27,85
31,02¢ 34,79t
2,39¢ 2,39¢
51: 76C
$ 64,12¢ $ 65,80:
$ 4,80¢ $ 2,110
12,99: 13,59:
10,51« 9,65¢
28,31t 25,36
7,52¢ 8,94:
1,00( 1,00(
94t 87C
9,46¢ 10,81
37,78¢ 36,17¢
81,40: 87,25:
1 1
(55,06() (57,62))
(55,059 (57,626
$ 64,12¢ $ 65,80:
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TEAVANA HOLDINGS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales

(unaudited)
(dollars in thousands, except per share data)

Cost of goods sold (exclusive of depreciation sheearately below)

Gross profi

Selling, general and administrative expe
Depreciation and amortization expense
Income from operatior

Interest expense, n

Income before income tax

Provision for income taxe

Net income

Net income per shar
Basic
Diluted
Weighted average number of shares outstan
Basic
Diluted

The accompanying notes are an integral part oktlimmndensed Consolidated Financial Statements
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Thirteen Weeks Ended

May 2, 2010

$

25,77

10,02:

15,75:
10,80(
978

3,97¢

628

3,35¢

$
$

1,42¢

1,92;

0.0t
0.0¢

36,749,46
37,471,93

May 1, 2011
$ 34,93¢
12,45!
22,48¢
14,75¢
1,27¢
6,45¢
68¢
5,767
2,44¢
$ 3,32

$ 0.0¢
$ 0.0¢

36,749,46
37,728,62
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TEAVANA HOLDINGS, INC.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN REDE EMABLE COMMON STOCK

AND STOCKHOLDERS’ DEFICIT
(unaudited, unless specified audited)
(dollars in thousands, except share data)

Total

Class B Redeemabl Redeemabl Class A Common Total

Common Stock Stock Paid-in Accumulated Stockholders’
Common

Shares Amount Stock Shares Amount Capital Deficit Deficit
Balance, January 30, 2011 (auditec 9,005,21° $81,40: $ 81,40 27,74424 $ 1 $— $ (55,0600 $ (55,059
Net income — — — — — — 3,32 3,32

Change in fair value of class

redeemable common sto — 5,852 5,852 — — 38 (5,890 (5,852
Stoclk-based compensatic — — — — — 37 — 37
Repurchase of stock-based awa — — — — — (75) — (75)
Balance, May 1, 201: 9,005,21° $87,25! $ 87,25! 27,74424 $ 1 $— $ (57,62) $ (57,626

The accompanying notes are an integral part oktlimmndensed Consolidated Financial Statements
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TEAVANA HOLDINGS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(dollars in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cashkigesl by (used in) operating activitie

Depreciation and amortization expel
Non-cash interest expen
Stock-based compensatic
Other
Changes in operating assets and liabilit
Inventory
Other current asse
Income taxes payab
Deferred ren
Other accrued liabilities
Net cash provided by (used in) operating activi
Cash flows from investing activities:
Purchase of property and equipment
Net cash used in investing activiti
Cash flows from financing activities:
Proceeds from revolving credit facili
Payments on revolving credit facili
Payment of initial public offering costs
Net cash provided by (used in) financing activities
Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of fiscabpk
Cash and cash equivalents, end of fiscal pe

The accompanying notes are an integral part oktlEsidensed Consolidated Financial Statements
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Thirteen Weeks Ended

May 2,
2010

1,927

97¢
57C
34

(571)
181
(4,205)
457
30E
(329)

(2,346)
(2,346)

29,81°¢
(27,309

2,51
(163
1,31«
$ 1.15]

May 1,
2011

$ 3,32t

1,27¢
63<
37
14C

(1,359
(81)
(2,696)
1,41¢
(1,54¢)
1,14z

(5,056)
(5,056)

35,51
(35,51()
(247)
(247)
(4,16))
7,901
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1. Business and Summary of Significant Accounting Paties
Nature of Business

Teavana Holdings, Inc. (the “Company” or “Teavania’a specialty retailer of premium loose-leaf teaghentic artisanal teawares and
other tea-related merchandise. The Company offeroducts through 161 company-owned stores ist&®gs and franchised stores
primarily in Mexico, as well as through its website

Basis of Presentation

The accompanying condensed consolidated finanzitdraents are unaudited and have been prepareddrdance with U.S. generally
accepted accounting principles (“US GAAP”) for irite financial information, and the Securities anccBange Commission’s (“SEC”)
guidance for Form 10-Q and Article 10 of Regulat®iX. Accordingly, they do not include all of th&drmation and footnotes required
by US GAAP for complete financial statements. la dpinion of management, all adjustments, congjsifmormal recurring
adjustments, considered necessary for a fair pratsem of the unaudited condensed consolidatechéizd statements have been recorded
in the interim periods presented. These unauditaddensed consolidated financial statements shmuléad in conjunction with the
Company’s audited, consolidated financial statesiant related notes as of January 30, 2011 an@deB, 2010 and for the years
ended January 30, 2011, January 31, 2010 and Fgliru2009.

The accompanying condensed consolidated unauditedcial statements present results of operationthé thirteen weeks ended

May 2, 2010 and May 1, 2011, respectively. Thesalte are not necessarily indicative of the reshié$ may be achieved for the year
ending January 29, 2012, or any other period. Tom@any has evaluated subsequent events from taedeasheet date to June 9, 2011,
the date the Condensed Consolidated FinancialrB¢ees were available to be issued, and did notifgeany event that would require
adjustment to or disclosure in the condensed catatel financial statements.

Principles of Consolidation

The Condensed Consolidated Financial Statementgdi@all the accounts of the Company and its wholined subsidiaries. All
intercompany transactions and balances have beemaled in consolidation.

Fiscal Year

The Company’s fiscal year is 52 or 53 weeks endimghe Sunday nearest to January 31 of the follgweear. These condensed
consolidated financial statements include the 18ksén each of the quarters ending May 2, 2010Mawg 1, 2011, respectively.

Seasonality

The Company'’s business is seasonal and has hadtgniealized a higher portion of net sales, nebine and operating cash flows in the
fourth fiscal quarter due primarily to the holidsglling season. As a result, the Company’s workimgjtal requirements fluctuate during
the year increasing in the second and third figoakters in anticipation of this peak selling s@aso

Use of Estimates

The preparation of financial statements in confeymiith US GAAP requires management to make esémand assumptions that affect
the reported amounts of assets and liabilitiescstiosures of
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contingent assets and liabilities at the date effithancial statements and reported amounts ofwesand expenses during the reporting
period. Actual results could differ from those esties.

Recently Adopted Accounting Pronouncements

In January 2010, FASB issued Accounting Standamiate (“ASU”) 2010-06 to Topic 820-+air Value Measurements and Disclosures
(“ASU 2010-06"). ASU 2010-06 provided requirements of new disclosufesignificant transfers in and out of Levelsntd 2, and
expanded disclosure of activity in Level 3 (seedN®t ASU 2010-06 also clarified existing disclesiaround the level of disaggregation
of each class of assets and liabilities, and afsduvalue inputs and valuation techniques for Ue&/and Level 3. ASU 2010-06 was
effective for interim and annual reporting periddginning after December 15, 2009 for existingldsares and becomes effective for
fiscal years beginning after December 15, 201@lfsclosure of purchases, sales, issuances anensetits in the roll-forward activity in
Level 3 fair value measurements. Adoption of ASU@O6 did not have a material impact on the Comfga@pndensed Consolidated
Financial Statements.

In December 2010, the FASB issued ASU 2010-28 icl850—Intangibles—Goodwill and Other: When to PerformpS2eof the
Goodwill Impairment Test for Reporting Units withrd or Negative Carrying Amounts (“ASU 2010-28ASU 2010-28 modifies Step 1
of the goodwill impairment test for reporting unitith zero or negative carrying amounts. For theg®rting units, an entity is required
to perform Step 2 of the goodwill impairment teést is more likely than not that a goodwill impaient exists. Goodwill of a reporting
unit is required to be tested for impairment betwaenual tests if an event occurs or circumstaokasge that would more likely than
not reduce the fair value of a reporting unit beitsicarrying amount. ASU 2010-28 became effecstagting in the first quarter of 2011
with early adoption not permitted. Adoption of A&2010-28 did not have a material impact on the CamisaCondensed Consolidated
Financial Statements.

There were various other accounting standardsraacpretations issued during the thirteen weekeémday 1, 2011 that the Company
has not yet been required to adopt, none of whigxpected to have a material impact on the Conmpaonsolidated financial
statements and the notes thereto going forward.

2. Property and Equipment
Property and equipment consists of the following:

January 30, 201 May 1, 201!

Leasehold improvemen $ 38,28: $ 42,62t
Equipment 6,39¢ 7,021
44,67 49,64¢

Less—Accumulated depreciation (13,649 (14,85
Property and equipment, net $ 31,02¢ $ 34,79¢

Depreciation expense was $952 and $1,269 for ilteeh weeks ended May 2, 2010 and May 1, 201peely.

3. Long-term Debt

On June 12, 2008, the Company established a tle@ergvolving credit facility by entering into eaalo and security agreement (the
“Credit Agreement”) with Fifth Third Bank. On Apri2, 2011, the Company
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entered into an amendment to the Credit Agreenmenincreased the revolving credit facility andesxted its term for five years through
April 22, 2016. The Credit Agreement provides fdhuatuating revolving credit facility up to $50,0@hrough April 22, 2016. The
borrowing capacity is equal to (i) the lesser @& thaximum revolving facility, less the undrawn facaount of any letters of credit
outstanding and (ii) the borrowing base. The maxmavailability of the revolving credit facility isqual to (i) prior to August 1, 2011,
$40,000, (ii) from August 1, 2011 to December 3112, $50,000 and (iii) on and after December 31,12840,000. The borrowing base
is defined as the sum of (i) 200% of Consolidatdidsted EBITDA (as defined) for the most recentlts@amonth trailing period for

which financial statements are available, minystiié aggregate undrawn face amount of any outstgnhetters of credit at the time a
drawdown on the revolving credit facility is madeinus (iii) such reserves as may be establishetidjender in its discretion, but not to
exceed 35% of the Borrowing Base. The revolvingli¢racility includes a $5,000 sublimit for the igs1ce of letters of credit. The Credit
Agreement is secured by substantially all of treetssof the Company. The revolving credit facilityder the Credit Agreement had a
balance outstanding of $1,000, undrawn face amamtistters of credit of $1,000 and availability$#8,000 on May 1, 2011.

The revolving credit facility in the Credit Agreenteébears interest at a rate of LIBOR (subject toisimum level of 1.5%) plus an
applicable margin of 4.50% or at a rate of the é&stelbase commercial lending rate plus a margi®.@%. The balance under the
revolving credit facility on May 1, 2011 contain®#l,000 under the LIBOR pricing method at a raté.6%6 and $0 under the base lenc
rate pricing method at a rate of 6.25%.

The Credit Agreement specifies the Company mustptpmith certain financial and non-financial covaet& The Company was in
compliance with these covenants on all respectigasurement dates. The Credit Agreement does noitgbe payment of any

dividends and thus 100% of the Company’s net incimestricted for purposes of dividend paymentee Tfiestriction on the payment of
dividends applies to the Company and all of itss@ibries. The Credit Agreement also restrict®athe subsidiaries of the Company
from making loans or advances to the Company. €hticted net assets of the subsidiaries are the sa the consolidated net assets, as
presented in the accompanying condensed consdalittalance sheets. Teavana Holdings, Inc. has natiges or operating revenues,
and the expenses of Teavana Holdings, Inc. areinienia by virtue of the fact that the managemert dimectors of the company are
compensated by its subsidiary, Teavana Corporafieavana Holdings, Inc. has no assets outside afuvestments in subsidiaries, and
no liabilities other than its obligations under Beries A Redeemable Preferred Stock and ClassdBeReable Common Stock issued by
it. Teavana Holdings, Inc. is a co-obligor under Hoan and Security Agreement with Fifth Third Bank

Deferred financing costs totaling $424 were inadiireconnection with the amendment to the Crediteggnent and will be amortized to
interest expense over the five-year term of théifipaising the straight-line method. The unamartidoan costs from the original Credit
Agreement will continue to be amortized over thma@ing term of the amended facility. Interest engeerelating to deferred financing
costs and interest incurred on borrowings undectadit agreement totaled $34 for each of theghbirtweeks ended May 2, 2010 and
May 1, 2011, respectively.

4. Common and Preferred Stock

The Company had 27,744,243 shares of Class A Con8tawk, 9,005,217 shares of Class B Redeemable @ongtock and 10,683,3:
shares of Series A Redeemable Preferred Stockaodisg on January 30, 2011 and May 1, 2011. ThesdaCommon Stock and Class
B Redeemable Common Stock entitles the holder éovoite per share. The Series A Redeemable Pref8toef is non-voting. In the
event of a liquidation event (as defined), dissolubr winding up of the business, each holdehef$eries A Redeemable Preferred
Stock then outstanding will be entitled to be paud of the assets of the Company,
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available for distribution to its stockholders, twef any payment will be made or assets distribtdete holders of the Class A Common
Stock or Class B Redeemable Common Stock. The ioéfeahe Class A Common Stock and Class B Redelen@ammon Stock are
entitled to share ratably in the assets remainiteg payment of liabilities and the redemption \eabf any outstanding preferred stock.
The Series A Redeemable Preferred Stock also canpaeferences in the declaration of dividends. Adlders of the Class A Common
Stock and Class B Redeemable Common Stock aréedrttitreceive dividends declared by the Board iof€ors on a praata basis aft
distribution to the holders of the Series A Reddam®&referred Stock.

The shares of Class B Redeemable Common Stock emegrvertible into an equivalent number of shafeSlass A Common Stock at
any time at the option of the holder and shall enatically convert upon (i) the sale, transfer, giggient or conveyance to a competitor or
(i) the consummation of a liquidity event (as defil) or a public offering (as defined). After Dedmn15, 2011, each holder of shares of
Class B Redeemable Common Stock has the righgitareethe Company to redeem its shares by deliwEwyritten notice to the
Company. Within 60 days of the notice, the Compiamgquired to pay an amount in cash to each h&deal to the fair market value of
the shares of the Class B Redeemable Common Sdoekto this contingent redemption feature, the CBafkedeemable Common Stock
is classified in the Consolidated Balance Sheeteraporary equity rather than stockholders’ equitifh adjustments to the fair value of
the Class B Redeemable Common Stock made at epatiing date.

The Series A Redeemable Preferred Stock was issu€gcember 15, 2004 with a mandatory redemptio® ajaon the earlier of a
liquidity event (as defined) or December 15, 20'Reflemption Date”). The Series A Redeemable PredeBtock contains a liquidation
preference of $1.00 per share, with annual aceretia rate of 5% and accretion of a debt discranmt December 15, 2004 through the
Redemption Date that are included in interest exp@&m the Consolidated Statements of Operatioreslighidation preference, or
“Redemption Value,” will increase each year basedhe annual accretion of the shares. Howeverrtheal accretion of the Redemption
Value will be forgiven at the Redemption Date uploe Company consummating a liquidity event or pubffering in respect of which
the fair market value of the initial public offegrexceeds $82,800, as specified in the Company’'sriiied and Restated Certificate of
Incorporation. In accordance with ASC 48listinguishing Liabilities from Equitythe Company classifies the Series A Redeemable
Preferred Stock as a liability on the accompanyiogdensed Consolidated Balance Sheets.

5. Fair Value Measurements

The guidance for fair value measurements estalsligteeauthoritative definition of fair value, sets a framework for measuring fair
value and outlines the required disclosures reggrtdiir value measurements. Fair value is the ghiaewould be received to sell an as

or paid to transfer a liability in the principal most advantageous market for the asset or ligliilian orderly transaction between market
participants at the measurement date. The Compses/aithree-tier fair value hierarchy based upsemiable and non-observable inputs
as follows:

. Level 1: Quoted market prices in active marketddentical assets or liabilitie
. Level 2: Inputs other than Level 1 that are eitiezctly or indirectly observabli

. Level 3: Unobservable inputs developed using the@ny' s estimates and assumptions which reflect thogertheket
participants would ust

The Company’s financial instrumergsnsist primarily of its Class B Redeemable Comr8tatk, classified as temporary equity, whic
measured using Level 3 inputs. Changes in the vakiity of
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valuation inputs may result in transfers within fag value measurement hierarchy. The Companydiddentify any transfers among
levels of the fair value measurements hierarchjnduhe thirteen weeks ended May 1, 2011.

The Company’s balances measured at fair valuerenwaring basis consisted of the Class B Redeentadnemon Stock as of
January 30, 2011 and May 1, 2011:

Fair Value Hierarchy Category

Level 1 Level 2 Level 3
January 30, 2011 $ — $ — $ 81,40:
May 1, 2011 — — 87,25:

The following table presents the change in theresgd fair value of the Class B Redeemable CommackSneasured using significant
unobservable inputs (Level 3) at the end of thedbih weeks ended May 1, 2011:

May 1, 201
Fair value measurement at beginning of pe $ 81,40:
Change in fair value recorded in accumulated defici 5,852
Fair value measurement at end of period $ 87,25!

The Class B Redeemable Common Stock is remeasufait talue each reporting period. The changdaimvalue are recorded directly
to equity and are based on the change in the widgtair value of the Company’s stock price durgarh fiscal period presented. The
fair value of the stock price is the amount for ethihe stock price could be sold in a current tatisn between willing parties. The
Company historically has estimated its fair valgeng both a discounted cash flow model and a maptoach. The operating
assumptions used in these valuation calculatiomg@nerally consistent with the Company’s pastguerdnce and with the projections
and assumptions that are used in the Company’smuoperating plans. Such assumptions are sulbjettange as a result of changing
economic and competitive conditions.
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6. Netincome per share

The following table sets forth the computation asiz and diluted net income per share in accordaitbeASC 260 Earnings per Share
(“ASC 260"). Basic net income per share is caladaby dividing net income by the weighted-averagmmon shares outstanding during
the period. Diluted net income per share is catedldy dividing net income by the weighted-averagmber of common shares plus
potentially dilutive common shares, primarily catsig of the Company’s non-qualified stock optiomststanding during the period. The
treasury stock method was used to determine théwdileffect of the stock options. The followindpla details the calculation of basic i
diluted net income per share:

Thirteen Weeks Ended

May 2, 2010 May 1, 2011
Numerator:
Net Income $ 1,927 $ 3,328
Denominator
For basic net income per sh-weighted average shares be 36,749,46 36,749,46
Effect of dilutive stock option 722,47( 979,16.
Denominator for diluted net income per st-adjusted weighted avera
shares basi 37,471,93 37,728,62
Net income per shar
Basic $ 0.0t $ 0.0¢
Diluted $ 0.0t $ 0.0¢

As of May 1, 2011, the Company had 27,744,243 a683217 shares of Class A Common stock and Clé&®sd&emable Common
Stock, respectively, outstanding. The Class A Com@tock and Class B Redeemable Common Stock shaadyein rights to dividend
and undistributed earnings and also share equmalhpting rights. As a result, the two class methad not required for computation of
net income per share.

The Company has not issued stock-based paymentiaiadate that meet the criteria of participasegurities. There were no anti-
dilutive securities as of May 2, 2010 and May 1120

7. Leases

The Company has entered into operating leasessfetdres, distribution center and store suppartecelnitial lease terms for stores are
generally ten years with rent escalations and newal options. Rent expense for leases with resglagons is recognized on a straight-
line basis over the term of the lease. The leaseret leases under which the Company pays ths,tmeirance and common area
maintenance costs. The leases may also provideofbrminimum rent payments and contingent rentatet on a percentage of sales in
excess of specified amounts. In certain leasedatitdord also charges the Company a portion aohisketing expense.

Total minimum and contingent rent expense wer@bewWs:

May 2, 201( May 1, 201

Minimum rentals $ 2,28¢ $ 3,01¢
Contingent rentals 10 67
Total $ 2,29¢ $ 3,08t
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Future minimum lease payments for non-cancelabteatimg leases with an initial term of one yeamare are as follows as of May 1,

2011:
Fiscal year ended i Amount
2012 (remainder of year) $ 9,74«
2013 13,57¢
2014 13,92¢
2015 14,17¢
2016 13,88¢
Thereafter 51,87
$ 117,19.

8. Stock-Based Compensatior

Under the Company’s 2004 Management Incentive @len“Plan”), adopted on December 15, 2004, up 851,471 stock options may
be granted to certain employees and outside dirotoadvisors to purchase a fixed number of shafrége Company Class A Comma
Stock at prices not less than 100% of the estinfatiednarket value at the date of grant. All stdised awards issued under the plan are
non-qualified stock options. There were no stockelobawards granted during the thirteen weeks elidg2, 2010 and May 1, 2011,
respectively.

The Company accounts for stock-based awards irdaooe with ASC Topic 71&ompensation—Stock CompensaftkSC 718”).

ASC 718 requires measurement of compensation aosllfstock-based awards at fair value on thetgilate (or measurement date, if
different) and recognition of compensation expense of forfeitures, over the requisite serviceigefor awards expected to vest. Stock-
based compensation expense was $34 and $37 ftittee=n weeks ended May 2, 2010 and May 1, 2@shectively. Compensation
cost is recognized on a pre-tax basis.

The following table represents stock options grantepurchased or forfeited under the plan durirggthirteen weeks ended May 1, 2C
There were no options that expired or that werecesed during this period:

Weighted Average

Options Exercise Price
Outstanding at January 30, 2C 1,851,47: $ 1.3¢
Granted — —
Repurchase (9,339 1.12
Outstanding at May 1, 201 1,842,13 $ 1.3¢€
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Under the Plan, options generally become exerasaimr a four-year period and expire ten years fiteendate of grant. Option grants
generally vest 25% on each anniversary of the gtat®, commencing with the first anniversary. Télofving is a summary of the
changes in the Company’s non-vested stock optiariagithe thirteen weeks ended May 1, 2011:

Weighted-
Average
Grant-
Number of Date
Fair
Shares Value
Non-vested stock options outstanding at January 301 20 369,36° $ 0.8¢
Granted — —
Vested (49,189 0.7€
Non-vested stock options outstanding at May 1, 2011 320,18: $ 0.8¢

The total fair value of stock options that vested the thirteen weeks ended May 1, 2011 was A3%f May 1, 2011, there was $210
of total unrecognized compensation cost relatetbtovested stock option awards. The compensatishis@xpected to be recognized
through fiscal 2013, based on existing vesting sewith the weighted average remaining expense rétog period being approximately
1.51 years. Additionally, these neested options could vest earlier in the eventdifiange of control or initial public offering retinl in
immediate recognition of unrecognized compensatsi.

The options outstanding at May 1, 2011, are sunmedrelow:

Average Remainin¢

Exercise
Number of
Shares Options Contractual Life

Qutstanding Exercisable Price (in Years)

1,203,38: 1,175,61! $ 1.1: 4.60

129,60: 105,30« 1.3t 6.50

277,72: 156,22( 1.62 6.90

49,99( 28,12( 1.7¢€ 7.30

181,44 56,70: 2.4% 8.50

1,842,13! 1,521,95 5.60

There were 1,521,957 options exercisable as of M&p11 with a weighted average exercise priceld%per share and intrinsic value
of $823.

9. Income Taxes

For interim financial reporting, the Company estiesathe annual effective tax rate based on prajaeteable income for the full year a
adjusts as necessary for discrete events occurriagarticular period. The quarterly income tagyision is recorded in accordance with
the estimated annual effective rate. The Compafityerethe estimates of taxable income throughaaiydar as new information,
including year-to-date financial results, becomesilable. This process often results in a changbeanticipated annual effective tax
rate. The Company adjusts the yead#te income tax provision to reflect the updatenuaheffective tax rate during the quarter in wt
the change in estimate occurs. Significant judgneergquired in determining our effective tax ratel in evaluating our tax positions.

The effective tax rate for the thirteen weeks endeg 2, 2010 was 42.6% compared to 42.4% for threetn weeks ended May 1, 2011.
The effective tax rate differs from the federalstary rate due to state
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income tax expense and nondeductible expense whictarily consists of the accretion of the SerieRé&deemable Preferred Stock.

In assessing the realizability of deferred tax sshe Company considers whether it is more likiegn not that some portion or all of the
deferred tax assets will not be realized. The witenrealization of deferred tax assets is dependgan the generation of future taxable
income during the periods in which those tempodifferences become deductible. The Company corsig®jections of future taxable
income, tax planning strategies and the reversermporary differences in making this assessmdra.Jompany has determined that no
such valuation allowance is necessary as of M&p20 and May 1, 2011, respectively.

The Company recognizes income tax liabilities edlab unrecognized tax benefits in accordance A8 740-10 and adjusts for such
liabilities when its judgment changes as the resulhe evaluation of new information. At May 1,120 the Company does not anticipate
any tax position generating a significant changedinliability for unrecognized tax benefits withll2 months of this reporting date.

Commitments and Contingencie

The Company is involved in various legal proceediagcountered in the normal course of businedielopinion of management, the
resolution of these matters will not have a matexilverse effect on the Company'’s financial positio results of operations.

Subsequent Event:

The Company has evaluated subsequent events feobatance sheet date to June 9, 2011, the da@otieolidated Financial Stateme
were available to be issued, and through July @81 2the date the Consolidated Financial Statenveats reissued, and identified the
following items.

On July 13, 2011, the board of directors and theldtolders of the Company approved a 3.7029417688:00t-1 stock split for each
outstanding share of Class A common stock, witaaffrom the filing of a Certificate of Amendmentthe Company’s Amended and
Restated Certificate of Incorporation with the &&gry of State of the State of Delaware. The sgptik became effective on July 26,
2011. As a result of the stock split, the numbestadres of Class A common stock into which eachesbaClass B common stock will
convert has been adjusted to the number of sh&@sss A common stock which such holder would hiaeen entitled to receive after
the occurrence of such stock split had the ClassrBmon stock been converted immediately prior ¢éostiock split. All issued and
outstanding shares of Class A common stock ands®@ammon stock and stock options exercisabl€fass A common stock have
been retroactively adjusted to reflect this stqulk $or all periods presented.
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