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The information in this preliminary prospectus is not complete and may be changed. We may not sell
these securities until the Securities and Exchange Commission declares our registration statement
effective. This prospectus is not an offer to sell nor does it seek an offer to buy these securities in any
jurisdiction where the offer or sale is not permitted.

Subject to completion, Dated June 16, 2021

4,500,000 Shares

 

Common Stock

We are offering 4,500,000 shares of our common stock, par value $0.001 per share, pursuant to this prospectus, based upon
an assumed offering price equal to $9.00 per share. The public offering price per share of common stock will be determined
by us at the time of pricing, may be at a discount to the current market price, and the assumed offering price used throughout
this prospectus may not be indicative of the final offering price. All of the shares included in this offering are being sold by
us.

Our common stock is currently quoted on the OTCQX tier of the OTC Markets Group Inc., where it is listed under the
symbol “BTTR.” As of June 14, 2021, the last sale price of our common stock as reported on OTCQX was $1.50 per share
($9.00 per share assuming a reverse stock split of 1-for-6).

We have applied to list our common stock on the NYSE American LLC or NYSE American, under the symbol “BTTR”. We
cannot guarantee that we will be successful in listing our common stock on the NYSE American.

We are a “smaller reporting company” under applicable Securities and Exchange Commission (the “SEC”) rules and are
subject to reduced public company reporting requirements for this prospectus and future filings.

Unless otherwise noted and other than in our financial statements and the notes thereto, the share and per share information
in this prospectus reflects a reverse stock split of our outstanding common stock and treasury stock at a 1-for-6 ratio to occur
following the effectiveness of the registration statement to which this prospectus forms a part but prior to the closing of this
offering.

Investing in our common stock involves a high degree of risk. Before buying any common stock, you should read the
discussion of material risks of investing in our common stock in the section entitled “Risk Factors” beginning on
page 15 of this prospectus.

 

 Per Share Total

Public offering price $     $    
Underwriting discounts and commissions(1) $  $ 
Proceeds to us (before expenses) $  $ 

(1) See section titled “ Underwriting” for a description of the compensation payable to the
underwriters.

We have granted the underwriters an option for a period of 30 days from the date of this prospectus to purchase up to
675,000 shares of common stock at the public offering price, less the underwriting discounts and commissions, to cover
over-allotments, if any.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

The shares of common stock will be ready for delivery on or about [    ], 2021.

 

Sole Book Running Manager

D.A. Davidson & Co.
Lead-Manager

Roth Capital Partners
The date of this prospectus is [    ], 2021
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Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed on the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

No action is being taken in any jurisdiction outside the United States to permit a public offering of our
common stock or possession or distribution of this prospectus in that jurisdiction. Persons who come into
possession of this prospectus in jurisdictions outside the United States are required to inform themselves
about and to observe any restrictions as to this public offering and the distribution of this prospectus
applicable to that jurisdiction.
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 FORWARD LOOKING STATEMENTS

The information in this prospectus contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. We intend such forward-looking statements to be covered by the safe harbor
provisions for forward-looking statements contained in Section 27A of the Securities Act of 1933, as amended
(the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
All statements other than statements of historical facts contained in this prospectus are “forward-looking
statements” for purposes of federal and state securities laws, including statements regarding our expectations and
projections regarding future developments, operations and financial conditions, and the anticipated impact of our
acquisitions, business strategy, and strategic priorities. These statements involve known and unknown risks,
uncertainties and other important factors that may cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied by the forward-
looking statements.

In some cases, you can identify forward-looking statements by terms such as “may,” “will,” “should,” “expect,”
“plan,” “anticipate,” “could,” “intend,” “target,” “project,” “contemplate,” “believe,” “estimate,” “predict,”
“potential” or “continue” or the negative of these terms or other similar expressions, although not all forward-
looking statements contain these words. The forward-looking statements in this prospectus are only predictions and
are based largely on our current expectations and projections about future events and financial trends that we
believe may affect our business, financial condition and results of operations. These forward-looking statements
speak only as of the date of this prospectus and are subject to a number of known and unknown risks, uncertainties
and assumptions. Although we believe the expectations reflected in any of our forward-looking statements are
reasonable, actual results could differ materially from those projected or assumed in any of our forward-looking
statements. Our future financial condition and results of operations, as well as any forward-looking statements, are
subject to change and inherent risks and uncertainties.

These forward-looking statements present our estimates and assumptions only as of the date of this prospectus.
Accordingly, you are cautioned not to place undue reliance on forward-looking statements, which speak only as of
the dates on which they are made. Except as required by applicable law, we do not plan to publicly update or revise
any forward-looking statements contained herein, whether as a result of any new information, future events,
changed circumstances or otherwise. Important factors that could cause actual results to differ materially from
those in the forward-looking statements include, but are not limited to, those summarized below:

• the impact of COVID-19 on the U.S. and global economies, our employees, suppliers, customers and end
consumers, which could adversely and materially impact our business, financial condition and results of
operations

• our ability to successfully implement our growth
strategy;

• failure to achieve growth or manage anticipated
growth;

• our ability to achieve or maintain
profitability;

• our significant
indebtedness;

• the loss of key members of our senior management
team;

• our ability to generate sufficient cash flow or raise capital on acceptable terms to run our operations,
service our debt and make necessary capital expenditures;

• our ability to maintain effective internal control over financial
reporting;

• our limited operating
history;

• our ability to successfully integrate Halo’s and TruPet’s businesses and realize anticipated benefits with
these acquisitions and with other acquisitions or investments we may make;

• our dependence on our subsidiaries for payments, advances and transfers of funds due to our holding
company status;

• our ability to successfully develop additional products and services or successfully market and
commercialize such products and services;

• competition in our
market;
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• our ability to attract new and retain existing customers, suppliers, distributors or retail
partners;

• allegations that our products cause injury or illness or fail to comply with government
regulations;

• our ability to manage our supply chain
effectively;

• our or our third-party contract manufacturers’ and suppliers’ ability to comply with legal and regulatory
requirements;

• the effect of potential price increases and shortages on the inputs, commodities and ingredients that we
require;

• our ability to develop and maintain our brand and brand
reputation;

• compliance with data privacy
rules;

• our compliance with applicable regulations issued by the U.S. Food and Drug Administration (“FDA”),
the U.S. Federal Trade Commission (“FTC”), the U.S. Department of Agriculture (“USDA”), and other
federal, state and local regulatory authorities, including those regarding marketing pet food, products and
supplements;

• risk of our products being recalled for a variety of reasons, including product defects, packaging safety
and inadequate or inaccurate labeling disclosure;

• risk of shifting customer demand in relation to raw pet foods, premium kibble and canned pet food
products, and failure to respond to such changes in customer taste quickly and effectively; and

• the other risks identified in this prospectus including, without limitation, those under “Risk Factors” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” as such
factors may updated from time to time in our other filings with the SEC.

Given these uncertainties, you should not place undue reliance on these forward looking statements. These forward
looking statements represent our estimates and assumptions only as of the date of this prospectus and, except as
required by law, we undertake no obligation to update or revise publicly any forward looking statements, whether as
a result of new information, future events or otherwise after the date of this prospectus. We qualify all of our
forward looking statements by these cautionary statements.

iii



 
TABLE OF CONTENTS

 ABOUT THIS PROSPECTUS

You should rely only on the information contained in or incorporated by reference in this prospectus, or contained
in any free writing prospectus prepared by us or on our behalf. We have not, and the underwriters have not,
authorized anyone to provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. This prospectus does not constitute an offer to sell, or a solicitation of an
offer to purchase, the securities offered by this prospectus in any jurisdiction where it is unlawful to make such offer
or solicitation. You should not assume that the information contained in this prospectus, or any document
incorporated by reference in this prospectus, or in any free writing prospectus that we have authorized for use in
connection with the offering, is accurate as of any date other than the date on the front cover of the applicable
document. Neither the delivery of this prospectus nor any distribution of securities pursuant to this prospectus shall,
under any circumstances, create any implication that there has been no change in the information set forth or
incorporated by reference into this prospectus or in our affairs since the date of this prospectus. Our business,
financial condition, results of operations and prospects may have changed since that date.

Before purchasing any securities, you should carefully read both this prospectus, together with the additional
information described under the headings “Where You Can Find More Information” and “Incorporation of Certain
Documents by Reference” in this prospectus.

Presentation of Financial and Other Information

On May 6, 2019, Better Choice Company Inc. (“Better Choice Company” or the “Company”) acquired TruPet
LLC (“TruPet”) and Bona Vida, Inc. (“Bona Vida”) in a pair of all-stock transactions (the “May Acquisitions”),
discussed in more detail in our Annual Report on Form 10-K, filed on May 1, 2020. The acquisition of TruPet is
treated as a reverse merger with TruPet determined to be the accounting acquirer of the Company. As such, the
historical financial statements of the registrant prior to the May Acquisitions are those of TruPet and TruPet’s
equity has been re-cast to reflect shares of Better Choice Company common stock received in the acquisitions. The
acquisition of Better Choice Company and Bona Vida were treated as asset acquisitions. On December 19, 2019,
Better Choice Company acquired (the “Halo Acquisition”, and together with the May Acquisitions, the
“Acquisitions”) 100% of the issued and outstanding capital stock of Halo, Purely for Pets, Inc. (“Halo”). Unless
otherwise stated or the context otherwise requires, the historical business information described in this prospectus
prior to consummation of the May Acquisitions is that of TruPet and, following consummation of the May
Acquisitions through December 19, 2019, reflects business information of the Company, TruPet, and Bona Vida.
From December 19, 2019 onward, the results of operations reflects business information of Better Choice
Company, and Halo as a combined business.

References to the “Company”, “we”, “us” and “our” in this prospectus, refer to TruPet and its consolidated
subsidiaries prior to May 6, 2019, to Better Choice Company, TruPet and Bona Vida and their consolidated
subsidiaries after May 6, 2019 but before December 19, 2019 and to Better Choice Company, TruPet, Bona Vida
and Halo and their consolidated subsidiaries after December 19, 2019.

Reverse Stock Split

We will effect a reverse stock split of our common stock at a ratio of 1-for-6 following the effectiveness of the
registration statement of which this prospectus forms a part and prior to the closing of this offering. No fractional
shares will be issued in connection with the reverse stock split and all such fractional interests will be rounded up to
the nearest whole number of shares of common stock. The conversion or exercise prices of our issued and
outstanding convertible notes, stock options and warrants will be adjusted accordingly. All information presented
in this prospectus other than in our financial statements and the notes thereto assumes a 1-for-6 reverse stock split
of our outstanding shares of common stock and treasury stock, and unless otherwise indicated, all such amounts
and corresponding conversion price or exercise price data set forth in this prospectus have been adjusted to give
effect to such reverse stock split.

Trademarks

We own or have rights to use the trademarks and trade names that we use in conjunction with the operation of our
business. Each trademark or trade name of any other company appearing in this prospectus is, to our knowledge,
owned by such other company. Solely for convenience, our trademarks and trade names referred to in this
prospectus
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may appear without the ® or ™ symbols, but those references are not intended to indicate, in any way, that we will
not assert, to the fullest extent under applicable law, our rights or the right of the applicable licensor to these
trademarks and trade names.

Industry and Market Data

This prospectus, and the documents incorporated by reference in this prospectus include industry data and forecasts
that we obtained from industry publications and surveys, public filings and internal company sources. Statements as
to our ranking, market position and market estimates are based on independent industry publications, government
publications, third-party forecasts and management’s good faith estimates and assumptions about our markets and
our internal research. Although industry publications, surveys and forecasts generally state that the information
contained therein has been obtained from sources believed to be reliable, we have not, and the underwriters have
not, independently verified such third-party information. Although we believe our internal company research and
estimates are reliable, such research and estimates have not been verified by any independent source. While we are
not aware of any misstatements regarding our market, industry or similar data presented herein, this data involves
risks and uncertainties and is subject to change based on various factors, including those discussed under the
headings “Risk Factors” and “Forward Looking Statements” in this prospectus and the documents incorporated by
reference herein and therein.
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 PROSPECTUS SUMMARY

This summary highlights certain information presented in greater detail elsewhere in this prospectus. This summary
does not contain all of the information that you should consider in making an investment decision. You should read
the entire prospectus carefully, including the information under “Risk Factors,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and our condensed consolidated financial statements and
the related notes thereto included elsewhere in this prospectus, before investing. This prospectus includes forward-
looking statements that involve risks and uncertainties. See “Cautionary Statement Concerning Forward-Looking
Statements.”

Our Mission

Our mission is to become the most innovative premium pet food company in the world, and we are motivated by our
commitment to making products with integrity and treating pets and their parents with respect.

Our Company

We are a growing animal health and wellness company focused on providing pet products and services that help dogs
and cats live healthier, happier and longer lives. We believe our portfolio of brands are well-positioned to benefit from
the trends of growing pet humanization and an increased consumer focus on health and wellness, and we have adopted
a laser focused, channel-specific approach to growth that is driven by new product innovation. Our executive team has
a proven history of success in both pet and consumer-packaged goods, and has over 50 years of combined experience
in the pet industry and over 100 years of combined experience in the consumer-packaged goods industry.

We sell our premium products and super-premium products (which we believe generally includes products with a
retail price greater than $0.20 per ounce) under the Halo and TruDog brands, both of which have a long history of
providing high quality products to pet parents. Our diverse and established customer base has enabled us to penetrate
multiple channels of trade, which we believe enables us to deliver on core consumer needs and serve pet parents
wherever they shop. We believe this omni-channel approach has also helped us respond more quickly to changing
channel dynamics that have accelerated as a result of the COVID-19 pandemic, such as the increasing percentage of
pet food that is sold online. We group these channels of trade into four distinct categories: E-Commerce, which
includes the sale of product to online retailers such as Amazon and Chewy; Brick & Mortar, which includes the sale of
product to pet specialty chains such as Petco, PetSmart, select grocery chains and neighborhood pet stores; Direct to
Consumer (“DTC”) which includes the sale of product through our online web platform to more than 20,000 unique
customers and access to more than 500,000 active customer emails; and International, which includes the sale of
product to foreign distribution partners and to select international retailers.

New product innovation represents the cornerstone of our growth plan, and our established supply and distribution
infrastructure allows us to bring new products to market in generally nine months. We believe that both of these
brands are well positioned to take advantage of pet parents’ increasing desire to feed only the highest quality
ingredients to their pets, and that there will continue to be innovative opportunities for brand consolidation over time.

The Global Pet Food and Treat Market

The United States represents the largest and most developed market for pet food globally, with food and treats
accounting for approximately $39 billion of consumer sales in 2019, or 36% of the total US pet care market, according
to AlphaWise and Morgan Stanley Research. According to the American Pet Product Association, between 66% and
70% of all households in the United States own a pet, equating to a total pet population of more than 130 million
companion animals and an average of 1.7 pets per household. Pet spending represents a significant portion of
household spend on consumer products, as this translates to an average annual spend on pet care of more than $1,500
per pet owning household, per Alphawise and Morgan Stanley Research, with $460 of this spend attributed to pet food
and treats, per Packaged Facts.
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Historically, consumer spending on pets grew at an approximately 3% CAGR in the decade leading up to the COVID-
19 pandemic, driven by steady annual increases in household pet ownership of approximately 1%, the continued
premiumization of the category and the humanization of pets. These industry tailwinds have been magnified in the
post-COVID landscape, as stay-at-home orders have driven a more than tripling of annual pet ownership growth
alongside fundamental changes in consumer purchasing behavior. This surge in pet acquisition has led to a dramatic
increase in the forecasted growth of the pet care industry over the next ten years, with Morgan Stanley Research
estimating an 8% CAGR and a total market size of approximately $275 billion by 2030. Comparatively, Packaged
Facts recently increased their projected 2021 growth rate for U.S. retail sales of pet food and supplies from 5% to 8%,
suggesting that this shift is well underway.

According to the American Pet Product Association’s COVID-19 Pulse Studies, approximately 10% of respondents
got a new pet during the pandemic, resulting in the housing of more than 11 million pets. Beyond the estimated
$3.2 billion permanent increase to annual spend on pet food and treats, this “Pet Boom” was driven by the acceleration
of pet ownership by millennial and Gen-Z households. From a demographic perspective, younger pet owners are more
likely to spend a higher percentage of their income on pets, treat their pet as an important member of the family and to
purchase products from pet specialty and online retailers rather than from grocery stores. Along these lines, women
are 3.2 times more interested in purchasing pet food than men, and are 2.4 times more likely to engage with search ads
than men, per an internally commissioned study conducted by RPA Advertising. Taken holistically, these traits
suggest a preference to purchase more premium and super-premium pet food and treats from brands like Halo and
Trudog, with a tendency to purchase products in the channels where we compete. This is also supported quantitatively,
with 79% of our target demographic willing to pay more for high quality pet food per Mintel Group Ltd.

 

Globally, Asia is the second largest market for pet products, with China representing the largest market opportunity for
growth. Like the United States, growth in the Asian pet care industry has been driven by dramatic increases in
household pet ownership. We believe that growth in Asia is fueled by increasing levels of economic financial status
and demand for premium, western manufactured products as a result of product quality concerns. This demand has
been supported by a rapidly growing middle class in China, where a recent McKinsey report estimated that in 2018
roughly 730 million people in urban areas fell into the income categories of “aspirants” and “affluents,” with the
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Brookings group estimating that ~60 million people are added to these income categories each year. We believe that
this growth drove the increase in the number of dog-owning Chinese households as measured by Euromontior, which
increased from 12% in 2015 to 20% in 2020. Although significantly lower than the nearly 50% of households that
own a dog in the United States, there are already more companion animals in China due to sheer population size.
According to Euromonitor, the Chinese market for premium dry dog and cat food is anticipated to grow at a
20% CAGR and 28% CAGR, respectively, from 2015 through 2025, suggesting that the Chinese pet market has
significant room for growth in the foreseeable future. We are focused on targeting Chinese pet owners with the highest
willingness to pay, which tend to be urban dwelling millennial and Gen-Z women. In 2020, 80% of our products were
purchased online, and approximately 50% of our end-consumers were born after 1990.

  

Our Products and Brands

We have a broad portfolio of over 100 active premium and super-premium animal health and wellness products for
dogs and cats sold under our Halo and TruDog brands across multiple forms, including foods, treats, toppers, dental
products, chews, grooming products and supplements. Our products consist of naturally formulated premium kibble
and canned dog and cat food, freeze-dried raw dog food and treats, vegan dog food and treats, oral care products,
supplements and grooming aids.

Our core products sold under the Halo brand are sustainably sourced, derived from real whole meat and no rendered
meat meal and include non-genetically modified fruits and vegetables. In addition to our whole meat offering, we also
offer a leading line of vegan kibble, canned food and treats for dogs.

Our core products sold under the TruDog brand are made according to our nutritional philosophy of fresh, meat-based
nutrition and minimal processing.

Our products are manufactured by an established network of co-manufacturers in partnership with Better Choice.
The Company has maintained each of its key co-manufacturing relationships for more than four years, with certain
relationships in place for more than ten years. All Halo and TruDog products are co-manufactured in the United States
and our third-party warehousing and logistics provider, Fidelitone, is located in Lebanon, TN.
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Our Customers and Channels

In 2020, we generated $52.0 million of gross sales and $42.6 million of net sales. By channel in 2020, E-Commerce
generated approximately $20 million of gross sales and $14 million of net sales, Direct-to-Consumer generated
approximately $12 million of gross sales and $11 million of net sales, Brick & Mortar generated approximately
$11 million of gross sales and $9 million of net sales and International generated approximately $9 million of gross
sales and $9 million of net sales. The following chart provides a breakdown of our net sales by channel for the year
ended December 31, 2020:

 

In 2020, 59% of our net sales were made online, through a combination of E-Commerce partner websites, such as
Amazon, Chewy, Petflow, Thrive Market and Vitacost, and our Direct-to-Consumer website. A majority of our online
sales are driven by repeat purchases from existing customers, and in the first quarter of 2021 63% of consumer
purchases on Chewy, 39% of consumer purchases on Amazon and 48% of consumer purchases on our DTC website
were made by monthly subscribers. Although industry-wide E-Commerce sales have retreated somewhat following
the March 2020 pantry stocking, the sale of pet food and supplies online has increased 35% year-over-year according
to Packaged Facts, with subscription sales nearly equal to the March 2020 peak. We anticipate our ability to reach a
growing base of diverse customers online will continue to improve as consumers continue to shift to online purchases.
At the same time, we believe that our long-established relationships with key Brick & Mortar customers will enable us
to jointly launch new products in the future that are designed for in-store success.

In addition to our domestic sales channels, international sales, under the Halo Brand, grew 95% in 2020, representing
20% of total net sales. This growth was driven primarily by Halo’s ability to secure Product Import Registrations for
15 dog and cat food diets from the Ministry of Agriculture and Rural Affairs of China (“MOA”) in June 2020.
We believe that our growth in Asia is fueled by increasing levels of economic financial status and demand for
premium and super-premium, western manufactured products, with China representing the largest market opportunity
for growth and 48% of Better Choice’s international sales in 2020.

Our Competitive Strengths

We have a number of distinct competitive advantages that result from our deep industry expertise, channel specific
approach, position in the market and broad portfolio of products.

• Portfolio of Established Premium and Super-Premium Pet Brands With a History of Success. We believe
that both the Halo and Trudog brands are well positioned to take advantage of pet parents’ increasing desire
to feed only the highest quality ingredients to their pets, and that there will continue to be innovative
opportunities for brand consolidation over time. Today, the Halo and TruDog brands are focused on serving
consumers in the United States, Canada and select Asian markets including China.

• Online Recurring Revenue Represents Significant Percentage of Total Sales. We believe that customers who
purchase products on a monthly subscription tend to be high value, long-term customers. In order to
increase the number of customers that subscribe to purchase our products, we offer incentives alongside our
E-Commerce partners, which often take the form of a discounted initial subscription order and a small
discount on each subsequent purchase. In the first quarter of 2021, 63% of end-consumer sales on Chewy
were placed by subscribers, 39% of end-consumer sales on Amazon were placed by subscribers and 48% of
DTC sales made on our website were placed by subscribers. In the aggregate, more than 30% of Better
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Choice’s total sales in the first quarter of 2021 can be attributed to end-customer subscription. According to
Packaged Facts, roughly one third of pet food purchases made online were placed via subscription, indicating
that this is a relative competitive strength.

• Exposure to Fastest Growing Sub-Sectors of Premium Pet. Freeze-dried raw dog food is one of the fastest
growing sub-categories of premium pet food, with Packaged Facts reporting 39% year-over-year growth in
the sub-category in 2019. According to Packaged Facts’ March 2020 Consumer Survey, 4% of pet owners
are using vegetarian formulations, with a growing percentage of consumers focused on ingredients that are
sustainably sourced and utilized. We believe we are well positioned to take advantage of these growing sub-
sectors through Halo’s successful line of freeze-dried treats for dogs and cats and a growing line of award-
winning vegan products for dogs and TruDog’s ultra-premium, freeze-dried raw dog food, which represents
a majority of its sales.

• Asset Light Model with Established Long Term Co-Manufacturing Partners. Our products are manufactured
by an established network of co-manufacturers in partnership with Better Choice. The Company has
maintained each of its key co-packing relationships for more than four years, with certain relationships in
place for more than 10 years. Four co-manufactures account for more than 95% of our food and treat related
purchases and all of our products are co-manufactured in the United States. Our products meet stringent
requirements to ensure compliance with required and voluntary regulatory groups, including AAFCO, the
Marine Stewardship Council (MSC) and the Global Animal Partnership (GAP). In addition, we constantly
evaluate the capabilities of our co-manufactures to ensure continuity of supply in addition to holding what
we believe are sufficient safety stocks of product on hand in the event of supply chain disruptions.

• Rapidly Growing International Presence. In 2020, the Halo brand achieved $8.6 million in sales,
representing 95% growth year-over-year. We believe that growth in Asia is fueled by increasing levels of
economic financial status and demand for premium and super-premium, western manufactured products,
with our sales currently concentrated in the high growth markets of China, Korea, Japan and Taiwan.

• Key Competitive Advantages in Chinese Market. In 2020, 48% of our international sales were made in
China. We believe several factors give us an advantage in China relative to our competition, including that
(1) we have secured approval from the Chinese Ministry of Agriculture to sell 15 dry diets in mainland
China, which is typically a multi-year process for first-time applicants; (2) we have a multi-year distribution
partner in Penefit, with a dedicated team of more than 20 individuals in-country that are focused solely on
selling the Halo brand; and (3) we have established supply chain partners with whitelisted approval to import
product.

• Executive Team Purpose Built for Success in Pet Industry. Our executive team has over 50 years of
combined experience in the Pet Industry, and has led multiple brands, such as Nutro, Merrick and Solid
Gold, to successful exits.

Our Growth Strategy

• Strong Innovation Pipeline. We have a robust and growing pipeline of new products, and believe our size is
an advantage – we are nimble enough to quickly bring new products to market, but large enough to benefit
from strong existing customer relationships and established economies of scale with our co-manufacturers.
Most notably, in 2022 we plan to introduce a new Halo sub-brand for pet specialty stores, an update to our
existing Halo Holistic sub-brand and an expansion of our vegan and freeze-dried lines.

• Ability to Leverage Differentiated Omni-Channel Strategy for Growth. We believe that we can leverage our
differentiated omni-channel strategy to design and sell products purpose-built for success in specific
channels while maintaining our ability to leverage marketing and sales resources cross-channel. We believe
that this strategy will allow us to deliver on core consumer needs, maximize gross margin and respond to
changing channel dynamics that have accelerated because of the COVID-19 pandemic. For example, we can
take learnings from the online environment, which represented 59% of our 2020 sales, to the offline
environment, which we see as poised for growth at pet specialty stores in 2022. This approach will be under
a single banner brand, Halo.
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• Capitalize on continuing trends of pet humanization. We believe our combination of innovative products
designed specifically for certain channels can assist our growth to become a leader in the premium and
super-premium categories across dog and cat food. With an average of more than $500 spent annually on pet
food per pet owning household and the number of pet owning households increasing, we believe that the
super-premium sub-category is poised to be among the fastest growing segments of pet care spending.

• Well Positioned to Capitalize On a Once-in-a-Generation Demographic Shift in China. We believe that
China represents the largest macro-growth opportunity in the global pet food industry. In China, the number
of households that own a pet has doubled in the last five years, with younger pet owners leading growth.
Even though the absolute number of Chinese households that own a pet recently surpassed that same figure
in the US, only 20% of Chinese households own a pet, compared to 67% in the United States. This has
translated to a 28% annual growth rate in the premium dry cat food market, and a 20% annual growth rate in
the dry dog food market. In 2020, more than 50% of Chinese consumers that purchased our products were
born after 1990, and approximately 80% made those purchases online.

• Ability to Pursue Strategic Acquisitions. In 2019, we successfully closed the Halo and TruPet acquisitions.
We remain committed to locating the right assets that meet our investment criteria. Through our
longstanding industry contacts we are able to source proprietary opportunities and transactions.
Our preference is to maintain the asset light business model we currently operate and identify products and
brands that are complementary to our existing portfolio. We have a wide scope of systems in place to ensure
scalable success and reduce integration risk, including a world class enterprise resource planning or ERP
system, NetSuite, a fully scaled and outsourced IT provider (Chelsea Technologies) and a platform to
effectively meet public company reporting requirements (Workiva). Furthermore, our public company
structure has historically enabled Better Choice to offer transaction consideration in the form of cash and
stock. We have a robust pipeline of potential acquisitions which we expect to pursue in the form of pre-
process and direct founder dialogue discussions.
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Our Management Team

Over the past six months, we have added several key members to our management team that have significant
operating experience in the consumer sector.

Scott Lerner – CEO. Mr. Lerner was appointed as Chief Executive Officer of the Company in January 2021. Prior to
joining the Company, Mr. Lerner served as the Chief Executive Officer of Farmhouse Culture from October 2018 to
January 2021 and as the Chief Executive Officer of Kernel Season’s from January 2015 to October 2018. Previously,
Mr. Lerner held positions with PepsiCo, ConAgra Foods and Kimberly-Clark, where he managed brands such as
Naked Juice, Quaker Oats, Scott Tissue and Parkay Margarine. In 2008, Scott created his own functional beverage
brand called Solixir, exiting in 2014. Following the sale of Solixir, Scott partnered with the private equity group VMG
partners to become the CEO of Kernel Season’s.

Sharla Cook – CFO. Sharla Cook was appointed as our Chief Financial Officer in October 2020 after having served as
Vice President, Finance and Accounting since May 2020. Prior to joining the Company, Ms. Cook served as Vice
President, Accounting, and Corporate Controller at InvestRes from May 2019 until April 2020. Prior to that,
Ms. Cook was Corporate Controller at Checkers Drive-In Restaurants, Inc. from December 2015 until April 2019 and
prior to that, Senior Director of SEC Reporting at Syniverse Technologies, Inc. Ms. Cook is a Certified Public
Accountant in the state of Florida and holds a Bachelor of Science in Accounting from Southeastern University.

Donald Young – Executive Vice President, Sales. Mr. Young joined Better Choice Company in January of 2021 with
more than 29 years of experience leading the sales organizations of several pet specialty pet food brands including The
Nutro Company (Natural Choice, MAX, and Greenies Brands) and Merrick Pet Care, Inc. (Merrick, Backcountry,
Purrfect Bistro and Fresh Kisses Brands). Following his service at The Nutro Company, Mr. Young joined Merrick
Pet Care’s Pet Specialty business from 2011 – 2020 as Vice President of Sales. Donald has also been recognized by
his peers in the Pet Industry for his track record of success, including recognition as one of Pet Age Magazine’s 2019
ICON Winners.

Robert Sauermann – Executive Vice President, Strategy. Mr. Sauermann joined Better Choice Company in December
2019, concurrent with the acquisition of Halo, and currently serves as the Executive Vice President of Strategy &
Finance for Better Choice. Prior to joining the Halo team full-time in October 2019 as its Chief Strategy Officer,
Mr. Sauermann served as an Investment Professional at Pegasus Capital Advisors from 2016 to 2019. In that role, he
also served on the board of Halo from 2017 through 2019. Mr. Sauermann previously served on the boards of Organix
Recycling, National Strategies, and currently serves on the board of SGV International. Mr. Sauermann began his
career at Credit Suisse in New York. Mr. Sauermann is a graduate of Harvard College and holds a degree in
Economics and Earth and Planetary Science.

Jennifer Condon – Executive Vice President, Digital Sales. Jennifer Condon joined Better Choice Company from
Mizkan America in 2021, where she was the head of E-Commerce and Shopper Marketing for brands including Ragu,
Bertolli, Nakano and Holland House from 2020 to 2021. From 2014 to 2019, Ms. Condon served as Vice President of
E-Commerce at Merrick Pet Care. From 2014 to 2019, Jennifer had experience building her own direct-to-
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consumer business. From 2008 to 2013, Jennifer served as the Director of E-Commerce & Digital Merchandising at
Lands’ End. Jennifer holds a Bachelor of Arts in Sociology and Business Administration from the University of
Wisconsin – Eau Claire, and a Master of Business Administration from the University of Wisconsin – Madison.

Alex Vournas – Vice President, Supply Chain & Logistics. Prior to joining the Company in February 2021, Alex
Vournas served as the Director of Supply Chain at Solid Gold Pet LLC from November 2016 to February 2021, which
role included responsibility for managing the logistics related to the company’s significant expansion into Asia. In
addition to his experience at Solid Gold, Mr. Vournas served as Supply Chain Director at Phusion Projects LLC from
November 2012 to October 2016 and various other companies for over the previous 10 years, including Anheuser-
Busch and Sara Lee. Mr. Vournas holds a Master of Business Administration in Management from St. Louis
University.

Ryan Wilson – Vice President, Marketing. Mr. Wilson joined Better Choice in 2021 as Vice President, Marketing.
Mr. Wilson is a consumer products marketing leader with over 13 years of experience in the consumer-packaged
goods industry. Prior to joining Better Choice, Mr. Wilson held various positions at Merrick Pet Care including
Director of Marketing from 2018 to 2021 and Brand Manager from 2016 to 2018. Mr. Wilson previously worked for
Abbott Nutrition, Nestle Purina, and Kimberly-Clark. Ryan has been recognized for his success by industry peers and
received the 2018 Pet Age Vanguard Series Award for Leaders in the Pet Industry. Ryan holds a Bachelor of Arts in
Marketing and a Master of Business Administration in Brand and Product Management from The University of
Wisconsin – Madison.

Corporate Matters

We were incorporated in the State of Nevada in 2001 under the name Cayenne Construction, Inc., and in 2009,
changed our name to Sports Endurance, Inc. Effective March 11, 2019, we changed our name to Better Choice
Company Inc. after reincorporating in Delaware. Our principal executive offices are located at 12400 Race Track
Road, Tampa, FL 33626, and our telephone number is (813) 659-5921. We have three subsidiaries – Halo, Purely for
Pets, Inc., TruPet LLC and Bona Vida, Inc. Our website is available at https://www.betterchoicecompany.com. Our
website and the information contained on or connected to that site are not, and should not be deemed to be part of or
incorporated into, this prospectus.

Implications of Being a Smaller Reporting Company

We are a “smaller reporting company” and accordingly may provide less public disclosure than larger public
companies, such as the inclusion of only two years of audited financial statements and only two years of
management’s discussion and analysis of financial condition and results of operations disclosures. As a result, the
information that we provide to our stockholders may be different than you might receive from other public reporting
companies in which you hold equity interests.

Recent Developments

On May 28, 2021, stockholders of the Company holding a majority of the voting power of the Company entitled to
vote (the “Consenting Stockholders”) as of the record date of May 28, 2021 approved by way of a written consent
resolution the authorization of our board of directors, in its sole and absolute discretion, and without further action of
the stockholders, to file an amendment to the Company’s amended and restated certificate of incorporation to affect a
reverse stock split of our common stock at a ratio in the range of 1-for-3 to 1-for-10 at any time prior to December 31,
2021. We anticipate effecting a 1-for-6 reverse stock split following the effective time of the registration statement of
which this prospectus forms a part but prior to the closing of this offering. On June 10, 2021 our board of directors set
the reverse stock split ratio at 1-for-6 and approved the reverse stock split to be effectuated by the Company
following the effectiveness of the registration statement of which this prospectus forms a part but before the closing of
this offering.

As of June 11, 2021, we had agreed to aggregate minimum purchases with our key Asian distribution partners totaling
$29.7 million in sales from January 1, 2021 to December 31, 2022, and $72.9 million in sales from January 1, 2023 to
December 31, 2025. For context, in 2020 the Company was able to achieve $8.6 million in international sales in 2020
under the Halo brand, all of which were made in Asia, representing 95% growth relative to 2019.

As of June 11, 2021, and in connection with the proposed sub-brand launch in 2022, we had hired two Sales Directors
formerly with Merrick and two Brand Managers formerly with Mars Pet Care. In addition to these team member
additions, we hired a New York based marketing agency, Little Big Brands, to assist with packaging development and
design.
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Summary Risk Factors

Investing in our common stock involves numerous risks, including the risks described under the heading
“Risk Factors” in this prospectus and elsewhere in this prospectus. You should carefully consider these risks before
making an investment. The following are some of these risks, any one of which could materially adversely affect our
business, financial condition, results of operations, and prospects:

• We have a history of losses, we expect to incur losses in the future and we may not be able to achieve or
maintain profitability which may affect our ability to continue as a going concern;

• The COVID-19 pandemic could have a material adverse impact on our business, results of operations and
financial condition;

• We may not be able to successfully implement our growth strategy or effectively manage our growth on a
timely basis or at all;

• Our level of indebtedness and related covenants could limit our operational and financial flexibility and
significant adversely affect our business if we breach such covenants and default on such indebtedness;

• If we do not successfully develop additional products and services, or if such products and services are
developed but not successfully commercialized, our business will be adversely affected;

• Our ability to compete on the basis of product and ingredient quality, product availability, palatability, brand
awareness, loyalty and trust, product variety and innovation, product packaging and design, reputation, price
and convenience and promotional efforts in our highly competitive industry and against other industry
participants, some of whom have greater resources than we do;

• We are vulnerable to fluctuations in the price and supply of key inputs, including ingredients, packaging
materials, and freight;

• Food safety and food-borne illness incidents may materially adversely affect our business by exposing us to
lawsuits, product recalls or regulatory enforcement actions, increasing our operating costs and reducing
demand for our product offerings;

• Interruption in our sourcing operations could disrupt production, shipment or receipt of our merchandise,
which would result in lost sales and could increase our costs;

• We depend on the knowledge and skills of our senior management and other key employees, and if we are
unable to retain and motivate them or recruit additional qualified personnel, our business may suffer;

• We rely heavily on third-party commerce platforms to conduct our businesses and if one of those platforms
is compromised, our business, financial condition and results of operations could be harmed;

• Adverse litigation judgments or settlements resulting from legal proceedings relating to our business
operations could materially adversely affect our business, financial condition and results of operations;

• International expansion of our business, particularly into China, could expose us to substantial business,
regulatory, political, financial and economic risks;

• Changes in existing laws or regulations, including how such existing laws or regulations are enforced by
federal, state, and local authorities, or the adoption of new laws or regulations may increase our costs and
otherwise adversely affect our business, financial condition and results of operations;

• There is currently a limited public market for our common stock, a trading market for our common stock
may never develop, and our common stock prices may be volatile and could decline substantially;

• The reverse stock split may not achieve the requisite increase in the market price for our common stock to
continue to comply with listing requirements of the NYSE American and may decrease the liquidity of the
shares of our common stock;

• Provisions in our certificate of incorporation and bylaws and Delaware law may discourage a takeover
attempt even if a takeover might be beneficial to our stockholders; and

• We have broad discretion in the use of the net proceeds from this offering, and our use of those proceeds
may not yield a favorable return on your investment.
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 The Offering

Common stock we are offering 4,500,000 shares to be offered by us.

Public offering price $9.00

Common stock to be outstanding upon completion of
this offering 24,185,116 shares (or 24,860,116 shares, assuming that

the underwriters’ option is exercised in full).

Over-allotment option We have granted the underwriters a 30-day option to
purchase up to 675,000 additional shares of our common
stock to cover over-allotments, if any.

Use of proceeds We estimate that the net proceeds to us from this offering
of common stock, after deducting the underwriting
discounts and the payment of estimated expenses related
to this offering, will be approximately $36,865,000
(or approximately $42,514,750 if the underwriters’ option
to purchase additional shares is exercised in full), based
upon an assumed offering price of $9.00 per share.

We currently intend to use the net proceeds we receive
from this offering for general corporate purposes. We may
also use proceeds from this offering to acquire
complimentary technologies, products or businesses,
although we are not a party to any letters of intent or
definitive agreement for any such acquisition.
See additional information under the heading “Use of
Proceeds.”

Proposed NYSE American symbol Our common stock currently trades on the OTCQX under
the symbol “BTTR.” In conjunction with this offering, we
have applied to list our common stock on the NYSE
American under the symbol “BTTR.” We anticipate being
able to list on NYSE American upon the completion of
this offering; however, we can provide no assurances that
we will be approved for such a listing.

Reverse stock split We will effect a 1-for-6 reverse stock split of our
outstanding common stock and treasury stock following
the effectiveness of the registration statement of which
this prospectus forms a part but prior to the closing of this
offering. Unless otherwise noted and other than in our
financial statements and the notes thereto, the share and
per share information in this prospectus reflects a reverse
stock split of the outstanding common stock and treasury
stock of the Company at a 1-for-6 ratio to occur following
the effective date but prior to the closing of the offering.

Participation rights The original purchasers of our Series F Preferred Stock
have the right to participate in this offering pursuant to the
terms of the securities purchase agreement between the
Company and such purchasers. Pursuant to the securities
purchase agreement, such purchasers are entitled to three
days prior notice of the closing of this offering and the
right to purchase up to 35% of the shares of common
stock in this offering. We have received
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written waivers of these participation rights from
purchasers holding approximately 99.9% of the
outstanding Series F Preferred Stock.

Risk factors Investing in our common stock involves a high degree of
risk. You should carefully read and consider the
information set forth under the heading “Risk Factors”
beginning on page 15 and all other information in this
prospectus and in documents incorporated by referenced
before making a decision to invest in our common stock.

The number of shares of our common stock to be outstanding after this offering is based on 11,088,058 shares of
common stock outstanding as of June 11, 2021, and assumes the issuance of 5,764,517 shares of our common stock
upon the conversion of our Series F Preferred Stock as of June 11, 2021 as well as 2,832,541 shares of common stock
upon conversion of our outstanding convertible notes as of June 11, 2021 (assuming our common stock is approved
for listing on the NYSE American). This number excludes:

• 10,062,363 shares of our common stock issuable upon the exercise of warrants to purchase our common
stock as of June 11, 2021, at a weighted-average exercise price of $7.14 per share; and

• 2,207,704 shares of our common stock issuable upon the exercise of stock options outstanding as of
June 11, 2021, at a weighted average exercise price of $6.42 per share and 42,297 shares of our common
stock reserved for future issuance under our Amended and Restated 2019 Incentive Award Plan.

Unless we specifically state otherwise, all information in this prospectus, including the number of shares that will be
outstanding after this offering: (i) assumes a reverse stock split of our outstanding shares of common stock at a ratio
of 1-for-6; (ii) assumes and reflects no exercise of warrants or options outstanding as of June 11, 2021; and
(iii) assumes no exercise by the underwriters of their option to purchase 675,000 additional shares of our common
stock to cover over-allotments, if any.

Certain of our officers and directors have indicated an interest in purchasing an aggregate of up to $2 million of our
common stock offered hereby at the assumed public offering price of $9.00 per share. Because this indication of
interest is not a binding agreement or commitment to purchase, such individuals may elect not to purchase any shares
in this offering, or the underwriter may elect not to sell any shares in this offering to such individuals. Any shares sold
to such officers or directors will be subject to the lock-up agreement described below.
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 SUMMARY CONSOLIDATED AND COMBINED FINANCIAL DATA

The following tables set forth our summary historical financial data as of, and for the periods ended on, the dates
indicated. The summary consolidated and combined balance sheet and statement of operations data as of and for the
years ended December 31, 2020 and 2019 are derived from our audited consolidated financial statements and notes
that are included elsewhere in this prospectus. We have derived the following unaudited condensed consolidated
financial and other data as of March 31, 2021 and for the three months ended March 31, 2021 and 2020 from our
unaudited interim condensed consolidated financial statements and notes thereto included elsewhere in this
prospectus. We have prepared the unaudited condensed consolidated financial statements in accordance with
generally accepted accounting principles (GAAP) and on the same basis as our audited consolidated and combined
financial statements, and have included all adjustments, consisting of only normal recurring adjustments that, in our
opinion, we consider necessary for a fair statement of the consolidated and combined financial information set forth in
those statements. Our historical results are not necessarily indicative of our results in any future period and results
from our interim period may not necessarily be indicative of the results of the entire year.

The following summary consolidated and combined financial data should be read together with the information under
the heading “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our
audited consolidated and combined financial statements and related notes and our unaudited interim condensed
consolidated financial statements and the notes thereto appearing elsewhere in this prospectus. The summary financial
data in this section is not intended to replace our audited consolidated and combined financial statements or our
unaudited condensed consolidated financial statements and, in each case, the related notes and is qualified in its
entirety by such financial statements and related notes included elsewhere in this prospectus.

Statement of operations data (in thousands, except for share and per share amounts):

 For the Three Months Ended For the Year Ended

 
March 31,

2021
March 31,

2020
December 31,

2020
December 31,

2019

Net sales $ 10,830 $ 12,226 $ 42,590 $ 15,577
Cost of goods sold $ 6,556 $ 8,069 $ 26,491 $ 9,717

Gross profit $ 4,274 $ 4,157 $ 16,099 $ 5,860
Operating expenses $ 9,412 $ 12,689 $ 43,421 $ 42,186

Loss from operations $ (5,138) $ (8,532) $ (27,322) $ (36,326)
Other expense, net $ 7,712 $ 922 $ 32,013 $ 148,136

Net and comprehensive loss $ (12,850) $ (9,454) $ (59,335) $ (184,462)

Preferred dividends — $ 34 $ 103 $ 109

Net and comprehensive loss available to common
stockholders $ (12,850) $ (9,488) $ (59,438) $ (184,571)

Weighted average number of shares outstanding,
basic and diluted 9,587,509 8,087,733 8,180,739 5,539,767

Loss per share, basic and diluted(1) $ (1.38) $ (1.17) $ (7.26) $ (33.32)
     
Pro forma loss per share, basic and diluted

(unaudited)(1)(2) $ (0.73)  $ (3.55)  
Weighted average number of shares outstanding

used to compute pro forma net loss per share,
basic and diluted (unaudited)(2) 18,119,481  16,712,711  

(1) The calculation of loss per share and pro forma loss per share for the three months ended March 31, 2021 and for the year ended
December 31, 2020 includes certain adjustments to the net and comprehensive loss for items directly impacting accumulated deficit.
See “Note 15 – Net loss per share” to our unaudited condensed consolidated financial statements for the period ended March 31, 2021
included in this prospectus and “Note 20 – Net loss per share” to our audited consolidated financial statements for the year ended
December 31, 2020 included in this prospectus for more information.

(2) Pro forma net loss per share gives effect to the automatic conversion of all of our outstanding shares of Series F Preferred Stock into
5,768,517 shares of common stock as of March 31, 2021 as well as the automatic conversion of our outstanding convertible notes into
2,763,455 shares of common stock as of March 31, 2021.
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Balance Sheet Data (in thousands):

 
March 31,

2021
December 31,

2020
December 31,

2019

Total Current Assets $ 19,876 $ 17,563 $17,579
Total Assets $ 52,367 $ 51,253 $53,532
Total Current Liabilities $ 55,065 $ 54,576 $33,026
Total Liabilities $ 85,347 $ 79,355 $50,037
Redeemable Series E Preferred Stock — — $10,566
Total Stockholders’ Deficit $(32,980) $(28,102) $ (7,071)

Non-GAAP Measures

Better Choice Company defines Adjusted EBITDA as EBITDA further adjusted to eliminate the impact of certain
items that we do not consider indicative of our core operations. Adjusted EBITDA is determined by adding the
following items to net and comprehensive loss: depreciation and amortization, interest expense, share-based
compensation, warrant expense and dividends, change in fair value of warrant derivative liability, loss on
extinguishment of debt, loss on acquisitions, acquisition related expenses, purchase accounting adjustments, equity
and debt offering expenses and COVID-19 expenses.

The Company presents Adjusted EBITDA as it is a key measure used by our management and board of directors to
evaluate our operating performance, generate future operating plans and make strategic decisions regarding the
allocation of capital. We believe that the disclosure of Adjusted EBITDA is useful to investors as this non-GAAP
measure forms the basis of how our management team reviews and considers our operating results. By disclosing this
non-GAAP measure, we believe that we create for investors a greater understanding of and an enhanced level of
transparency into the means by which our management team operates our company. We also believe this measure can
assist investors in comparing our performance to that of other companies on a consistent basis without regard to
certain items that do not directly affect our ongoing operating performance or cash flows.

Adjusted EBITDA does not represent cash flows from operations as defined by GAAP. Adjusted EBITDA has
limitations as a financial measure and you should not consider it in isolation, or as a substitute for, or superior to,
financial measures calculated in accordance with GAAP. Because of these limitations, you should consider Adjusted
EBITDA alongside other financial performance measures, including various cash flow metrics, net loss, gross margin,
and our other GAAP results.

Adjusted EBITDA (in thousands):

 Three Months Ended Year Ended

 
March 31,

2021
March 31,

2020
December 31,

2020

Net and comprehensive loss available to common stockholders $(12,850) $(9,488) $(59,438)
Depreciation and amortization 411 457 1,748
Interest expense 835 2,301 9,247

EBITDA $(11,604) $(6,730) $(48,443)
Non-cash share-based compensation, warrant expense and dividends(a) $ 2,590 $ 5,113 $ 19,175
Non-cash change in fair value of warrant liability and warrant derivative

liability 6,483 (1,379) 22,678
Loss on extinguishment of debt 394 — $ 88
Acquisition related expenses/(income)(b) — 677 (150)
Non-cash effect of purchase accounting and inventory write-off on cost

of goods sold(c) — 894 1,111
Offering related expenses(d) 196 315 1,221
Non-recurring expenses(e) 856 982 2,351
COVID-19 expenses(f) — — $ 30

Adjusted EBITDA $ (1,085) $ (128) $ (1,939)

(a) Reflects non-cash expenses related to equity compensation awards and stock purchase warrants. The periods in 2020 additionally
include non-cash dividends and stock purchase warrants associated with a contract that was subsequently terminated. Share-based
compensation is
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an important part of the Company's compensation strategy and without our equity compensation plans, it is probable that salaries and
other compensation related costs would be higher.

(b) Reflects costs incurred related to acquisition and integration activities that will not recur and operating expenses that will not recur due
to acquisition related synergies.

(c) Reflects non-cash expense recognized in cost of goods sold related to the step-up of inventory required under the accounting rules for
business combinations ($0.9 million); and non-cash write off of expired CBD inventory ($0.2 million).

(d) Reflects administrative costs associated with the registration of previously issued common shares and other debt and equity financing
transactions.

(e) Reflects non-recurring severance costs ($0.7 million), non-cash third party share-based compensation ($0.3m), non-recurring
consulting costs ($0.2 million) and director costs ($0.1 million), partially offset by a $0.5 million reduction to sales tax liability for the
three months ended March 31, 2021. Reflects contract termination costs ($1.0 million) for the three months ended March 31, 2020;
additionally includes write off of a prepaid asset related to the termination of a contract entered into during 2019 ($0.4 million), non-
recurring consulting costs ($0.3 million), non-cash loss on disposal of assets ($0.2 million), and other non-recurring costs for the year
ended December 31, 2020.

(f) Reflects cleaning, sanitizing, protective equipment and hazard compensation related to COVID-
19.
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 RISK FACTORS

An investment in our common stock involves a high degree of risk. Before making an investment decision, you
should carefully consider the following risk factors, which address the material risks concerning our business and
an investment in our common stock, together with the other information contained in this prospectus. If any of the
risks discussed in this prospectus occur, our business, prospects, liquidity, financial condition and results of
operations could be materially and adversely affected, in which case the trading price of our common stock could
decline significantly and you could lose all or part of your investment. Some statements in this prospectus,
including statements in the following risk factors, constitute forward-looking statements. Please refer to the
information under the heading “Forward Looking Statements” in this prospectus.

Risks Related to Our Business and Industry

Our recurring losses and significant accumulated deficit have raised substantial doubt regarding our ability to
continue as a going concern.

We have experienced recurring operating losses over the last two years and have a significant accumulated deficit.
We expect to continue to generate operating losses and consume significant cash resources for the foreseeable
future. Without generating sufficient cash flow from operations or additional debt or equity financing, these
conditions raise substantial doubt about our ability to continue as a going concern, meaning that we may be unable
to continue operations for the foreseeable future or realize assets and discharge liabilities in the ordinary course of
operations. If we need to seek additional financing to fund our business activities in the future and there remains
doubt about our ability to continue as a going concern, investors or other financing sources may be unwilling to
provide additional funding on commercially reasonable terms or at all. If we are unable to obtain sufficient funding,
our business, prospects, financial condition and results of operations will be materially and adversely affected and
we may be unable to continue as a going concern. If we are unable to continue as a going concern, we may have to
liquidate our assets and may receive less than the value at which those assets are carried on our consolidated
financial statements, and it is likely that investors will lose all or a part of their investment.

The COVID-19 pandemic could have a material adverse impact on our business, results of operations and
financial condition.

The COVID-19 outbreak has resulted in the implementation of significant governmental measures, including
lockdowns, closures, quarantines and travel bans intended to control the spread of the virus. Companies have also
taken precautions, such as requiring employees to work remotely, imposing travel restrictions and temporarily
closing businesses and facilities. These restrictions, and future prevention and mitigation measures, have had and
could have in the future an adverse impact on global economic conditions and are likely to have an adverse impact
on consumer confidence and spending, which could materially adversely affect the supply of, as well as the demand
for, our products. Uncertainties regarding the economic impact of COVID-19 is likely to result in sustained market
turmoil, which could also negatively impact our business, financial condition and cash flows.

The COVID-19 pandemic could disrupt our third-party business partners' ability to meet their obligations to us,
which may negatively affect our operations. These third parties include those who supply our ingredients,
packaging, and other necessary operating materials, contract manufacturers, distributors, and logistics and
transportation services providers. The impact of COVID-19 on these third party business partners, may negatively
affect the price and availability of our ingredients and/or packaging materials and impact our supply chain. If the
disruptions caused by COVID-19 continue for an extended period of time, our ability to meet the demands of our
customers may be materially impacted. To date, we have not experienced any reduction in the available supply of
our products.

The extent to which the COVID-19 pandemic will further impact our business will depend on future developments
and, given the uncertainty around the extent and timing of the potential future spread or mitigation and around the
imposition or relaxation of protective measures, we cannot reasonably estimate the impact to our business at this
time. However, if the pandemic continues for a prolonged period it could have a material adverse effect on our
business, results of operations, financial condition and cash flows and adversely impact the trading price of our
common stock.

We may not be able to successfully implement our growth strategy on a timely basis or at all.

Our future success depends on our ability to implement our growth strategy of introducing new products and
expanding into new markets and new distribution channels and attracting new consumers to our brand and sub-
brands. Our ability to implement this growth strategy depends, among other things, on our ability to: establish
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our brands and reputation as a well-managed enterprise committed to delivering premium quality products to the pet
health and wellness industry; partner with retailers and other potential distributors of our products; continue to
effectively compete in specialty channels and respond to competitive developments; continue to market and sell our
products through a multi-channel distribution strategy and achieve joint growth targets with our distribution
partners; expand and maintain brand loyalty; develop new proprietary value-branded products and product line
extensions that appeal to consumers; maintain and, to the extent necessary, improve our high standards for product
quality, safety and integrity; maintain sources from suppliers that comply with all federal, state and local laws for
the required supply of quality ingredients to meet our growing demand; identify and successfully enter and market
our products in new geographic markets and market segments; execute value-focused pricing strategies; and attract,
integrate, retain and motivate qualified personnel.

We may not be able to successfully implement our growth strategy and may need to change our strategy in order to
maintain our growth. If we fail to implement our growth strategy or if we invest resources in a growth strategy that
ultimately proves unsuccessful, our business, financial condition and results of operations may be materially
adversely affected.

We may have difficulties managing our anticipated growth, or we may not grow at all.

If we succeed in growing our business, such growth could strain our management team and capital resources. Our
ability to manage operations and control growth will be dependent on our ability to raise and spend capital to
successfully attract, train, motivate, retain and manage new members of senior management and other key
personnel and continue to update and improve our management and operational systems, infrastructure and other
resources, financial and management controls, and reporting systems and procedures. Failure to manage our growth
effectively could cause us to misallocate management or financial resources, and result in additional expenditures
and inefficient use of existing human and capital resources. Such slower than expected growth may require us to
restrict or cease our operations and go out of business. Additionally, our anticipated growth will increase the
demands placed on our suppliers, resulting in an increased need for us to manage our suppliers and monitor for
quality assurance and comply with all applicable laws. Any failure by us to manage our growth effectively could
impair our ability to achieve our business objectives.

We have a history of losses, we expect to incur losses in the future and we may not be able to achieve or
maintain profitability.

Because we have a short operating history at scale, it is difficult for us to predict our future operating results. Thus,
our losses may be larger than anticipated, and we may not achieve profitability when expected, or at all. Also, we
expect our operating expenses to increase over the next several years as we further increase marketing spend, hire
more employees, continue to develop new products and services, and expand internationally. These efforts may be
more costly than we expect and may not result in increased revenue or growth in our business. Any failure to
increase our revenue sufficiently to keep pace with our investments and other expenses could prevent us from
achieving or maintaining profitability or positive cash flow on a consistent basis. Furthermore, if our future growth
and operating performance fail to meet investor or analyst expectations, or if we have future negative cash flow or
losses resulting from our investment in acquiring new customers or expanding our business, our business, financial
condition and operating results may be materially adversely affected.

Our level of indebtedness and related covenants could limit our operational and financial flexibility and
significant adversely affect our business if we breach such covenants and default on such indebtedness.

As of March 31, 2021, we had outstanding indebtedness of $31,089,560. Our ability to meet our debt service
obligations depends upon our operating and financial performance, which is subject to general economic and
competitive conditions and to financial, business and other factors affecting our operations, many of which are
beyond our control. If we are unable to service our debt, we may need to sell inventory and other material assets,
restructure or refinance our debt, or seek additional equity capital. If our inability to meet our debt service
obligations results in an event of default as defined under our subordinated convertible promissory notes or our
senior credit facility, the lenders thereunder may be able to take possession of substantially all of the assets of the
Company. Prevailing economic conditions and global credit markets could adversely impact our ability to do so.

In addition, our debt agreements contain limits on our ability to, among other things, incur additional debt, grant
liens, undergo certain fundamental changes, make investments, and dispose of inventory. These restrictions may
prevent us
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from taking actions that we believe would be in the best interests of the business and may make it difficult for us to
successfully execute our business strategy or effectively compete with companies that are not similarly restricted. If
we determine that we need to take any action that is restricted under our debt agreements, we will need to first
obtain a waiver from the related lenders. Obtaining such waivers, if needed, may impose additional costs or we may
be unable to obtain such waivers. Our ability to comply with these restrictive covenants in future periods will
largely depend on our ability to successfully implement our overall business strategy. The breach of any of these
covenants or restrictions could result in a default, which could result in the acceleration of our outstanding debt. In
the event of an acceleration of such debt, we could be forced to apply all available cash flows to repay such debt,
which could also force us into bankruptcy or liquidation.

For information regarding our outstanding debt, refer to “Note 10 – Debt” to our audited consolidated financial
statements for the year ended December 31, 2020 included in this prospectus.

The London Inter-bank Offered Rate (“LIBOR”) and certain other interest “benchmarks” may be subject to
regulatory guidance and/or reform that could cause interest rates under our current or future debt agreements
to perform differently than in the past or cause other unanticipated consequences.

Borrowings drawn under our Wintrust Credit Facility bear interest at variable rates based on the London Interbank
Offered Rate (“LIBOR”). The LIBOR and certain other interest “benchmarks” may be subject to regulatory
guidance and/or reform that could cause interest rates under our current or future debt agreements to perform
differently than in the past or cause other unanticipated consequences. The United Kingdom's Financial Conduct
Authority, which regulates the LIBOR administrator, previously announced that it intends to stop encouraging or
requiring banks to submit LIBOR rates after 2021. However, for US dollar LIBOR, it now appears that the relevant
date may be deferred to June 30, 2023 for the most common tenors (overnight and one, three, six and 12 months).
As to those tenors, the LIBOR administrator has published a consultation regarding its intention to cease
publication of US dollar LIBOR as of June 30, 2023 (instead of December 31, 2021, as previously expected).
Moreover, the LIBOR administrator’s consultation also relates to the LIBOR administrator’s intention to cease
publication of non-US dollar LIBOR after 2021. Although the foregoing may provide some sense of timing, there is
no assurance that LIBOR, of any particular currency or tenor, will continue to be published until any particular
date. Additionally, the US Federal Reserve, in conjunction with the Alternative Reference Rates Committee, a
steering committee comprised of large US financial institutions, announced the replacement of US dollar LIBOR
with a new index calculated by short-term repurchase agreements, backed by US Treasury securities, called the
Secured Overnight Financing Rate (“SOFR”). Whether or not SOFR attains market traction as a LIBOR
replacement for US dollar-denominated instruments, and whether other benchmarks will attain traction in other
markets, remains in question and the future of LIBOR at this time is uncertain. If LIBOR ceases to exist, interest
rates on any debt obligations we incur under our Wintrust Credit Facility may be adversely affected and we may
need to renegotiate the agreements governing such obligations or instruments. We may be unable to negotiate an
acceptable alternative to LIBOR, or if we do agree to amend the facility, the new “benchmark” may perform
differently than LIBOR or cause other unanticipated consequences, which could adversely affect our interest
expense and related debt obligations.

Due to inherent limitations, there can be no assurance that our system of disclosure and internal controls and
procedures will be successful in preventing all errors and fraud, or in making all material information known in
a timely manner to management.

Our management, including our CEO and CFO, does not expect that our disclosure controls and internal controls
will prevent all errors and all fraud. A control system, no matter how well designed and operated, can provide only
reasonable, not absolute, assurance that the objectives of the control system are met. Because of the inherent
limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues
and instances of fraud, if any, have been detected. These inherent limitations include the realities that judgments in
decision-making can be faulty, and that breakdowns can occur because of a simple error or mistake. Additionally,
controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by
management override of the control.

The design of any system of controls also is based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential
future conditions; over time, a control may become inadequate because of changes in conditions, or the degree of
compliance with the policies or procedures may deteriorate. Because of the inherent limitations, misstatements due
to error or fraud may occur and not be detected.
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The combined business may be unable to integrate Bona Vida, Halo and TruPet’s businesses successfully and
realize the anticipated benefits of the acquisitions.

In 2019, we completed three significant acquisitions that involved the combination of three businesses that
historically have operated as independent companies. The success of these acquisitions will depend in large part on
the success of the management of the combined business in integrating the operations, strategies, technologies and
personnel of the companies. We may fail to realize some or all of the anticipated benefits of the acquisitions if the
integration process takes longer than expected or is more costly than expected. Our failure to meet the challenges
involved in successfully integrating the operations of Bona Vida, Halo or TruPet or to otherwise realize any of the
anticipated benefits of the acquisitions could impair our operations.

Potential issues and difficulties the combined business may encounter in the integration process include the
following:

• the inability to integrate the respective businesses of Bona Vida, Halo and TruPet in a manner that
permits the combined business to achieve the synergies anticipated to result from the acquisitions, which
could result in the anticipated benefits of the acquisitions not being realized partly or wholly in the time
frame currently anticipated or at all;

• integrating personnel from the three companies while maintaining focus on safety and providing
consistent, high quality products and customer service; and

• performance shortfalls at one or all of the companies as a result of the diversion of management's
attention caused by the acquisitions and integrating the companies' operations.

We may seek to grow our company and business through acquisitions, investments or through strategic
alliances, as we have with the acquisitions of Bona Vida, Halo and TruPet and our failure to identify and
successfully integrate and manage these assets could have a material adverse effect on the anticipated benefits
of the acquisition and our business, financial condition or results of operations.

From time to time we expect to consider opportunities to acquire or make investments in new or complementary
businesses, facilities, technologies or products, or enter into strategic alliances, that may enhance our capabilities,
expand our network, complement our current products or expand the breadth of our markets. In 2019, we
completed three significant acquisitions that involved the combination of three businesses that historically have
operated as independent companies. The success of these completed acquisitions and any future acquisitions will
depend in large part on the success of our management team in integrating the operations, strategies, technologies
and personnel.

Potential and completed acquisitions, investments and other strategic alliances involve numerous risks, including:
problems integrating the purchased business, facilities, technologies or products; issues maintaining uniform
standards, procedures, controls and policies; assumed liabilities; unanticipated costs associated with acquisitions,
investments or strategic alliances; diversion of management's attention from our existing business; adverse effects
on existing business relationships with suppliers, manufacturers, and retail customers; risks associated with entering
new markets in which we have limited or no experience; potential write-offs of acquired assets and/or an
impairment of any goodwill recorded as a result of an acquisition; potential loss of key employees of acquired
businesses; and increased legal and accounting compliance costs.

We may fail to realize some or all of the anticipated benefits of the acquisitions if the integration process takes
longer than expected or is more costly than expected. Our failure to meet the challenges involved in successfully
integrating acquisitions, including the operations of Halo or TruPet, or to otherwise realize any of the anticipated
benefits of the acquisitions could impair our financial condition and results of operations. Furthermore, we do not
know if we will be able to identify additional acquisitions or strategic relationships we deem suitable or whether we
will be able to successfully complete any such transactions on favorable terms or at all. Our ability to successfully
grow through strategic transactions depends upon our ability to identify, negotiate, complete and integrate suitable
target businesses, facilities, technologies and products and to obtain any necessary financing. These efforts could be
expensive and time-consuming and may disrupt our ongoing business.

We may have material liabilities that have not been discovered since the closing of the acquisitions.

As a result of the May Acquisitions and the Halo Acquisition, the prior business plan and management relating to
Better Choice Company was abandoned and replaced with the business and management team of Bona Vida, Halo
and TruPet. Our business is now comprised of the businesses of Bona Vida, Halo, and TruPet. We may have
material
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liabilities based on activities of such entities before the acquisitions that have not been discovered or asserted. We
could experience losses as a result of any such undisclosed liabilities that are discovered in the future, which could
materially harm our business and financial condition. Although the agreements entered into in connection with the
acquisitions contains customary representations and warranties from Bona Vida, Halo and TruPet concerning their
assets, liabilities, financial condition and affairs, there may be limited or no recourse against the pre-acquisition
stockholders or principals in the event those representations prove to be untrue. As a result, our current and future
stockholders will bear some, or all, of the risks relating to any such unknown or undisclosed liabilities.

We are a holding company and rely on payments, advances and transfers of funds from our subsidiaries to meet
our obligations and pay any dividends.

We have limited direct operations and significant assets other than ownership of 100% of the capital stock of our
subsidiaries. Because we primarily conduct our operations through our subsidiaries, we depend on those entities for
payments to generate the funds necessary to meet our financial obligations, and to pay any dividends with respect to
our common stock. Legal and contractual restrictions in our subordinated convertible notes, term loan, and
revolving line of credit agreement and other agreements that may govern future indebtedness of our subsidiaries, as
well as the financial condition and operating requirements of our subsidiaries, may limit our ability to obtain cash
from our subsidiaries. The earnings from, or other available assets of, our subsidiaries might not be sufficient to
make distributions or obtain loans to enable us to meet certain of our obligations. Any of the foregoing could
materially and adversely affect our business, financial condition, results of operations and cash flows.

If we do not successfully develop additional products and services, or if such products and services are developed
but not successfully commercialized, our business will be adversely affected.

Our future success will depend, in part, on our ability to develop and market new products and improvements to our
existing products, including those that we may develop through partnerships, strategic relationships or licensing
arrangements. We are always assessing and identifying new opportunities to provide additional products and related
services to our customers. The process of identifying and commercializing new products is complex, uncertain and
may involve considerable costs, and if we fail to accurately predict customers' changing needs and preferences, our
business could be harmed.

The success of our innovation and product development efforts is affected by, among other things, the technical
capability of our product development staff; our ability to establish new supplier relationships and third-party
consultants in developing and testing new products, and complying with governmental regulations; our
attractiveness as a partner for outside research and development scientists and entrepreneurs; and the success of our
management and sales team in introducing and marketing new products. We have already and may have to continue
to commit significant resources to commercializing new products before knowing whether our investments will
result in products the market will accept.

We may not always be able to respond quickly and effectively to changes in customer taste and demand due to the
amount of time and financial resources that may be required to bring new products to market, which could result in
our competitors taking advantage of changes in customer trends before we are able to and harm our brand and
reputation. Implementation of our plans to develop and commercialize new products and services may also divert
management's attention from other aspects of our business and place a strain on management, operational and
financial resources, as well as our information systems. Launching new products or updating existing products may
also leave us with obsolete inventory that we may not be able to sell or we may sell at significantly discounted
prices. Furthermore, we may not execute successfully on commercializing those products because of errors in
product planning or timing, technical hurdles that we fail to overcome in a timely fashion, or a lack of appropriate
resources. This could result in competitors providing those products before we do and a reduction in net sales and
earnings. If we are unable to successfully develop or otherwise acquire new products, our business, financial
condition and results of operations may be materially adversely affected.

Because we are engaged in a highly competitive business, if we are unable to compete effectively, our results of
operations could be adversely affected.

The pet health and wellness industry is highly competitive. We compete on the basis of product and ingredient
quality, product availability, palatability, brand awareness, loyalty and trust, product variety and innovation,
product packaging and design, reputation, price and convenience and promotional efforts. The pet products and
services retail
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industry has become increasingly competitive due to the expansion of pet-related product offerings by certain
supermarkets, warehouse clubs, and other mass and general retail and online merchandisers and the entrance of
other specialty retailers into the pet food and pet supply market, which makes it more difficult for us to compete for
brand recognition and differentiation of our products and services.

We face direct competition from companies that sell various pet health and wellness products at a lower price point
and distribute such products to traditional retailers, which are larger than we are and have greater financial
resources. Price gaps between products may result in market share erosion and harm our business. Our current and
potential competitors may also establish cooperative or strategic relationships amongst themselves or with third
parties that may further enhance their resources and offerings. Further, it is possible that domestic or foreign
companies, some with greater experience in the pet health and wellness industry or greater financial resources than
we possess, will seek to provide products or services that compete directly or indirectly with ours in the future.

Many of our current competitors have, and potential competitors may have, longer operating histories, greater
brand recognition, larger fulfillment infrastructures, greater technical capabilities, significantly greater financial,
marketing and other resources and larger customer bases than we do. These factors may allow our competitors to
derive greater net sales and profits from their existing customer base, acquire customers at lower costs or respond
more quickly than we can to new or emerging technologies and changes in consumer preferences or habits. These
competitors may engage in more extensive research and development efforts, undertake more far-reaching
marketing campaigns and adopt more aggressive pricing policies (including but not limited to predatory pricing
policies and the provision of substantial discounts), which may allow them to build larger customer bases or
generate net sales from their customer bases more effectively than we do.

Our competitors may be able to identify and adapt to changes in consumer preferences more quickly than us due to
their resources and scale. They may also be more successful in marketing and selling their products, better able to
increase prices to reflect cost pressures and better able to increase their promotional activity, which may impact us
and the entire pet health and wellness industry. Increased competition as to any of our products could result in price
reduction, increased costs, reduced margins and loss of market share, which could negatively affect our
profitability. While we believe we are better equipped to customize products for the pet health and wellness market
generally as compared to other companies in the industry, there can be no assurance that we will be able to
successfully compete against these other companies. Expansion into markets served by our competitors and entry of
new competitors or expansion of existing competitors into our markets could materially adversely affect our
business, financial condition and results of operations.

If we fail to attract new customers, or retain existing customers, or fail to do either in a cost-effective manner,
we may not be able to increase sales.

We are highly dependent on the effectiveness of our marketing messages and the efficiency of our advertising
expenditures in generating consumer awareness and sales of our products. We continue to evolve our marketing
strategies, adjusting our messages, the amount we spend on advertising and where we spend it. We may not always
be successful in developing effective messages and new marketing channels, as consumer preferences and
competition change, and in achieving efficiency in our advertising expenditures.

We depend heavily on internet-based advertising to market our products through internet-based media and e-
commerce platforms. If we are unable to continue utilizing such platforms, if those media and platforms diminish in
importance or size, or if we are unable to direct our advertising to our target consumer groups, our advertising
efforts may be ineffective, and our business could be adversely affected. The costs of advertising through these
platforms have increased significantly, which could in decreased efficiency in the use of our advertising
expenditures, and we expect these costs may continue to increase in the future

Consumers are increasingly using digital tools as a part of their shopping experience. As a result, our future growth
and profitability will depend in part on:

• the effectiveness and efficiency of our online experience for disparate worldwide audiences, including
advertising and search optimization programs in generating consumer awareness and sales of our
products;

• our ability to prevent confusion among consumers that can result from search engines that allow
competitors to use or bid on our trademarks to direct consumers to competitors’ websites;

• our ability to prevent Internet publication or television broadcast of false or misleading information
regarding our products or our competitors’ products;
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• the nature and tone of consumer sentiment published on various social media sites;
and

• the stability of our website and other e-commerce platforms we sell our products on. In recent years, a
number of DTC, Internet-based retailers have emerged and have driven up the cost of basic search terms,
which has and may continue to increase the cost of our Internet-based marketing programs.

If our marketing messages are ineffective or our advertising expenditures, geographic price-points, and other
marketing programs, including digital programs, are inefficient in creating awareness and consideration of our
products and brand name and in driving consumer traffic to our website or to our other sales channels, our sales,
profitability, cash flows and financial condition may be adversely impacted. In addition, if we are not effective in
preventing the publication of confusing, false or misleading information regarding our brand or our products, or if
there arises significant negative consumer sentiment on social media regarding our brand or our products, our sales,
profitability, cash flows and financial condition may be adversely impacted.

We are vulnerable to fluctuations in the price and supply of key inputs, including ingredients, packaging
materials, and freight.

Our business is dependent on a number of key inputs and their related costs including raw materials and supplies
related to product development and manufacturing operations. The prices of the ingredients, packaging materials
and freight are subject to fluctuations in price attributable to, among other things, global competition for resources,
weather conditions, changes in supply and demand of raw materials, or other commodities, fuel prices and
government-sponsored agricultural programs. The sales prices to our DTC customers are a delivered price.
Therefore, volatility in the prices of raw materials and other supplies we purchase could increase our cost of sales
and reduce our profitability. Our ability to pass along higher costs through price increases to our customers is
dependent upon competitive conditions and pricing methodologies employed in the various markets in which we
compete, and we may not be successful in implementing price increases. In addition, any price increases we do
implement may result in lower sales volumes. To the extent competitors do not also increase their prices, customers
and consumers may choose to purchase competing products or may shift purchases to lower-priced private label or
other value offerings which may adversely affect our results of operations.

We use significant quantities of food ingredients and other products as well as plastic packaging materials provided
by third-party suppliers. Some of the ingredients, packaging materials, and other products we purchase may only be
available from a single supplier or a limited group of suppliers. While alternate sources of supply are generally
available, the supply and price are subject to market conditions and are influenced by other factors beyond our
control, including the continued impact of COVID-19. We do not have long-term contracts with many of our
suppliers, and, as a result, they could increase prices or cease doing business with us. The occurrence of any of the
foregoing could increase our costs, disrupt our operations, or could have a materially adverse impact on our
business, financial condition, results of operations or prospects.

Food safety and food-borne illness incidents may materially adversely affect our business by exposing us to
lawsuits, product recalls or regulatory enforcement actions, increasing our operating costs and reducing
demand for our product offerings.

Selling food for consumption involves inherent legal and other risks, and there is increasing governmental scrutiny
of and public awareness regarding food safety. Unexpected side effects, illness, injury or death related to allergens,
food-borne illnesses or other food safety incidents caused by products we sell, or involving our suppliers or co-
manufacturers, could result in the discontinuance of sales of these products or our relationships with such suppliers
or co-manufacturers, or otherwise result in increased operating costs, regulatory enforcement actions or harm to our
reputation. Shipment of adulterated or misbranded products, even if inadvertent, can result in criminal or civil
liability. Such incidents could also expose us to product liability, negligence or other lawsuits, including consumer
class action lawsuits. Any claims brought against us may exceed or be outside the scope of our existing or future
insurance policy coverage or limits. Any judgment against us that is more than our policy limits or not covered by
our policies or not subject to insurance would have to be paid from our cash reserves, which would reduce our
capital resources.

The occurrence of food-borne illnesses or other food safety incidents could also adversely affect the price and
availability of affected ingredients, resulting in higher costs, disruptions in supply and a reduction in our sales.
Furthermore, any instances of food contamination or regulatory noncompliance, whether or not caused by our
actions, could compel us, our suppliers, our distributors or our customers, depending on the circumstances, to
conduct
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a recall in accordance with FDA regulations, comparable state laws or foreign laws in jurisdictions in which we
operate. Food recalls could result in significant losses due to their costs, the destruction of product inventory, lost
sales due to the unavailability of the product for a period of time and potential loss of existing distributors or
customers and a potential negative impact on our ability to attract new customers due to negative consumer
experiences or because of an adverse impact on our brand and reputation. The costs of a recall could exceed or be
outside the scope of our existing or future insurance policy coverage or limits.

In addition, food companies have been subject to targeted, large-scale tampering as well as to opportunistic,
individual product tampering, and we, like any food company, could be a target for product tampering. Forms of
tampering could include the introduction of foreign material, chemical contaminants and pathological organisms
into consumer products as well as product substitution. FDA regulations require companies like us to analyze,
prepare and implement mitigation strategies specifically to address tampering (i.e., intentional adulteration)
designed to inflict widespread public health harm. If we do not adequately address the possibility, or any actual
instance, of intentional adulteration, we could face possible seizure or recall of our products and the imposition of
civil or criminal sanctions, which could materially adversely affect our business, financial condition and operating
results.

We may face difficulties as we expand our business and operations into jurisdictions in which we have no prior
operating experience.

We plan in the future to expand our operations and business into jurisdictions outside of the jurisdictions where we
currently carry on business, including internationally. There can be no assurance that any market for our products
will develop in any such foreign jurisdiction. We may face new or unexpected risks or significantly increase our
exposure to one or more existing risk factors, including economic instability, new competition, changes in laws and
regulations, including the possibility that we could be in violation of these laws and regulations as a result of such
changes, and the effects of competition.

In addition, it may be difficult for us to understand and accurately predict taste preferences and purchasing habits of
consumers in new markets. It is costly to establish, develop and maintain operations and develop and promote our
brands in new jurisdictions. As we expand our business into other jurisdictions, we may encounter regulatory, legal,
personnel, technological and other difficulties that increase our expenses and/or delay our ability to become
profitable in such countries, which may have a material adverse effect on our business and brand. These factors
may limit our capability to successfully expand our operations in, or export our products to, those other
jurisdictions.

We may not be able to manage our manufacturing and supply chain effectively, which may adversely affect our
results of operations.

We must accurately forecast demand for all of our products in order to ensure that we have enough products
available to meet the needs of our customers. Our forecasts are based on multiple assumptions that may cause our
estimates to be inaccurate and affect our ability to obtain adequate third-party contract manufacturing capacity in
order to meet the demand for our products. If we do not accurately align our manufacturing capabilities with
demand, our business, financial condition and results of operations may be materially adversely affected.

In addition, we must continuously monitor our inventory and product mix against forecasted demand. If we
underestimate demand, we risk having inadequate supplies. We also face the risk of having too much inventory on
hand that may reach its expiration date and become unsalable, and we may be forced to rely on markdowns or
promotional sales to dispose of excess or slow-moving inventory. If we are unable to manage our supply chain
effectively, our operating costs could increase and our profit margins could decrease.

Interruption in our sourcing operations could disrupt production, shipment or receipt of our merchandise,
which would result in lost sales and could increase our costs.

We depend upon independent third-party contract manufacturers for the manufacture of all of our products. We
cannot control all of the various factors that might affect a manufacturer's ability to ship orders of our products to
customers from or to the impacted region in a timely manner or to meet our quality standards. Such factors
included, among others things, natural disasters, such as earthquakes, hurricanes, tornadoes, floods and other
adverse weather and climate conditions; political and financial instability; strikes; unforeseen public health crises,
including pandemics and epidemics such as the COVID-19 pandemic; acts of war or terrorism and other
catastrophic events, whether occurring in the United States or internationally. We also receive and warehouse a
portion of our inventory in Tampa, Florida, a city that is particularly vulnerable to hurricanes, floods, tornadoes and
sinkholes. If any such disaster were to impact this facility, our operations would be materially disrupted.
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Inadequate labor conditions, health or safety issues in the factories where our products are manufactured can
negatively impact our brand reputation. From time to time, a third-party contract manufacturer may experience
financial difficulties, bankruptcy or other business disruptions, which could disrupt our supply of products or
require that we incur additional expense by providing financial accommodations to the third-party contract
manufacturer or taking other steps to seek to minimize or avoid supply disruption, such as establishing a new third-
party contract manufacturing arrangement with another provider. Further, we may be unable to locate an additional
or alternate third-party contract manufacturing arrangement in a timely manner or on commercially reasonable
terms, if at all. Any delay, interruption or increased cost in the proprietary value-branded products that might occur
for any reason could affect our ability to meet customer demand, adversely affect our net sales, increase our cost of
sales and hurt our results of operations, which in turn may injure our reputation and customer relationships, thereby
harming our business.

If any of our independent shipping providers experience delays or disruptions, our business could be adversely
affected.

We currently rely on independent shipping service providers both to ship raw materials and products to our
manufacturing and distribution warehouses from our third-party suppliers and third-party contract manufacturers
and to ship products from our manufacturing and distribution warehouses to our customers. Our utilization of these
delivery services, or those of any other shipping companies that we may elect to use, is subject to risks, including
increases in fuel prices, which would increase our shipping costs, employee strikes, organized labor activities and
inclement weather, which may impact the shipping company's ability to provide delivery services sufficient to meet
our shipping needs. Furthermore, if we are not able to negotiate acceptable terms with these companies or they
experience performance problems or other difficulties, it could negatively impact our operating results and
customer experience. If any of the foregoing occurs, our business, financial condition and results of operations may
be materially adversely affected.

Our intellectual property rights may be inadequate to protect our business.

We attempt to protect our intellectual property rights, both in the United States and in foreign countries, through a
combination of patent, trademark, copyright and trade secret laws, as well as licensing agreements and third-party
nondisclosure and assignment agreements. Because of the differences in foreign trademark, patent and other laws
concerning proprietary rights, our intellectual property rights may not receive the same degree of protection in
foreign countries as they would in the United States. Our failure to obtain or maintain adequate protection of our
intellectual property rights for any reason could have a material adverse effect on our business, results of operations
and financial condition.

We also rely on unpatented proprietary technology. It is possible that others will independently develop the same or
similar technology or otherwise obtain access to our unpatented technology. To protect our trade secrets and other
proprietary information, we require employees, consultants, advisors and collaborators to enter into confidentiality
agreements. We cannot assure you that these agreements will provide meaningful protection for our trade secrets,
know-how or other proprietary information in the event of any unauthorized use, misappropriation or disclosure of
such trade secrets, know-how or other proprietary information. If we are unable to maintain the proprietary nature
of our technologies, we could be materially adversely affected.

We rely on our trademarks, trade names, and brand names to distinguish our products from the products of our
competitors, and have registered or applied to register many of these trademarks. We cannot assure you that our
trademark applications will be approved. Third parties may also oppose our trademark applications, or otherwise
challenge our use of the trademarks. In the event that our trademarks are successfully challenged, we could be
forced to rebrand our products, which could result in loss of brand recognition, and could require us to devote
significant additional resources to advertising and marketing new brands. Further, we cannot assure you that
competitors will not infringe our trademarks, or that we will have adequate resources to enforce our trademarks.

If third parties claim that we infringe upon their intellectual property rights, our business and results of
operations could be adversely affected.

We face the risk of claims that we have infringed third parties’ intellectual property rights. Any claims of
intellectual property infringement, even those without merit, could be expensive and time consuming to defend;
could require us to cease selling the products that incorporate the challenged intellectual property; could require us
to redesign, reengineer, or rebrand the product, if feasible; could divert management’s attention and resources; or
could require us to enter into royalty or licensing agreements in order to obtain the right to use a third party’s
intellectual property.
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Any royalty or licensing agreements, if required, may not be available to us on acceptable terms or at all. A
successful claim of infringement against us could result in our being required to pay significant damages, enter into
costly license or royalty agreements, or stop the sale of certain products, any of which could have a negative impact
on our business, financial condition, results of operations and our future prospects.

We depend on the knowledge and skills of our senior management and other key employees, and if we are
unable to retain and motivate them or recruit additional qualified personnel, our business may suffer.

We have benefited substantially from the leadership and performance of our senior management, as well as other
key employees. Our success will depend on our ability to retain our current management and key employees, and to
attract and retain qualified personnel in the future, and we cannot guarantee that we will be able to retain our
personnel or attract new, qualified personnel. In addition, we do not maintain any “key person” life insurance
policies. The loss of the services of members of our senior management or key employees could prevent or delay
the implementation and completion of our strategic objectives, or divert management’s attention to seeking
qualified replacements.

Failure to comply with the U.S. Foreign Corrupt Practices Act, other applicable anti-corruption and anti-bribery
laws, and applicable trade control laws could subject us to penalties and other adverse consequences.

We operate our business in part outside of the United States. Our operations are subject to the U.S. Foreign Corrupt
Practices Act (the “FCPA”), as well as the anti-corruption and anti-bribery laws in the countries where we do
business. In addition, we are subject to U.S. and other applicable trade control regulations that restrict with whom
we may transact business, including the trade sanctions enforced by the U.S. Treasury, Office of Foreign Assets
Control (“OFAC”). We also plan to expand our operations outside of the United States in the future and our risks
related to the FCPA will increase as we grow our international presence. Any violations of these anti-corruption or
trade controls laws, or even allegations of such violations, can lead to an investigation and/or enforcement action,
which could disrupt our operations, involve significant management distraction, and lead to significant costs and
expenses, including legal fees. In addition, our brand and reputation, our sales activities or our stock price could be
adversely affected if we become the subject of any negative publicity related to actual or potential violations of
anti-corruption, anti-bribery or trade control laws and regulations.

A failure of one or more key information technology systems, networks or processes may materially adversely
affect our ability to conduct our business.

The efficient operation of our business depends on our information technology systems. We rely on our
information technology systems to effectively manage our sales and marketing, accounting and financial and legal
and compliance functions, engineering and product development tasks, research and development data,
communications, supply chain, order entry and fulfillment and other business processes. We also rely on third
parties and virtualized infrastructure to operate and support our information technology systems. The failure of our
information technology systems, or those of our third-party service providers, to perform as we anticipate could
disrupt our business and could result in transaction errors, processing inefficiencies and the loss of sales and
customers, causing our business and results of operations to suffer.

In addition, our information technology systems may be vulnerable to damage or interruption from circumstances
beyond our control, including fire, natural disasters, power outages, systems failures, security breaches, cyber-
attacks and computer viruses. The failure of our information technology systems to perform as a result of any of
these factors or our failure to effectively restore our systems or implement new systems could disrupt our entire
operation and could result in decreased sales, increased overhead costs, excess inventory and product shortages and
a loss of important information.

Further, it is critically important for us to maintain the confidentiality and integrity of our information technology
systems. To the extent that we have information in our databases that our customers consider confidential or
sensitive, any unauthorized disclosure of, or access to, such information could result in a violation of applicable
data privacy and security, data protection, and consumer protection laws and regulations, legal and financial
exposure, damage to our reputation, a loss of confidence of our customers, suppliers and manufacturers and lost
sales. Despite the implementation of certain security measures, our systems may still be vulnerable to physical
break-ins, computer viruses, programming errors, attacks by third parties or similar disruptive problems. If any of
these risks materialize, our reputation and our ability to conduct our business may be materially adversely affected.
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We rely heavily on third-party commerce platforms to conduct our businesses. If one of those platforms is
compromised, our business, financial condition and results of operations could be harmed.

We currently rely upon third-party commerce platforms, including Shopify. We also rely on e-mail service
providers, bandwidth providers, Internet service providers and mobile networks to deliver e-mail and “push”
communications to customers and to allow customers to access our website. Any damage to, or failure of, our
systems or the systems of our third-party commerce platform providers could result in interruptions to the
availability or functionality of our website and mobile applications. As a result, we could lose customer data and
miss order fulfillment deadlines, which could result in decreased sales, increased overhead costs, excess inventory
and product shortages.

In the future, the loss of access to these third-party platforms, or any significant cost increases from operating on the
marketplaces, could significantly reduce our revenues, and the success of our business depends partly on continued
access to these third-party platforms. Our relationships with our third-party commerce platform providers could
deteriorate as a result of a variety of factors, such as if they become concerned about our ability to deliver quality
products on a timely basis or to protect a third-party’s intellectual property. In addition, third-party marketplace
providers could prohibit our access to these marketplaces if we are not able to meet the applicable required terms of
use. If for any reason our arrangements with our third-party commerce platform providers are terminated or
interrupted, such termination or interruption could adversely affect our business, financial condition, and results of
operations.

In addition, we exercise little control over these providers, which increases our vulnerability to problems with the
services they provide. We could experience additional expense in arranging for new facilities, technology, services
and support. The failure of our third-party commerce platform providers to meet our capacity requirements could
result in interruption in the availability or functionality of our website and mobile applications, which could
adversely affect our business and results of operations.

Significant merchandise returns or refunds could harm our business.

We allow our customers to return products or obtain refunds, subject to our return and refunds policy. If
merchandise returns or refunds are significant or higher than anticipated and forecasted, our business, financial
condition, and results of operations could be adversely affected. Further, we modify our policies relating to returns
or refunds from time to time, and may do so in the future, which may result in customer dissatisfaction and harm to
our reputation or brand, or an increase in the number of product returns or the amount of refunds we make.

Premiums for our insurance coverage may not continue to be commercially justifiable, and our insurance
coverage may have limitations and other exclusions and may not be sufficient to cover our potential liabilities.

We have insurance to protect our assets, operations and employees. While we believe our insurance coverage
addresses all material risks to which we are exposed and is adequate and customary in our current state of
operations, such insurance is subject to coverage limits and exclusions and may not be available for the risks and
hazards to which we are exposed. No assurance can be given that such insurance will be adequate to cover our
liabilities or will be generally available in the future or, if available, that premiums will be commercially justifiable.
If we are unable to obtain such insurances or if we were to incur substantial liability and such damages were not
covered by insurance or were in excess of policy limits, we may be prevented from entering into certain business
sectors, our growth may be inhibited, and we may be exposed to additional risk and financial liabilities, which
could have a material adverse effect on our business, results of operations and financial condition could be
materially adversely affected.

Adverse litigation judgments or settlements resulting from legal proceedings relating to our business operations
could materially adversely affect our business, financial condition and results of operations.

From time to time, we are subject to allegations, and may be party to legal claims and regulatory proceedings,
relating to our business operations. Such allegations, claims and proceedings may be brought by third parties,
including our customers, employees, governmental or regulatory bodies or competitors. Defending against such
claims and proceedings, regardless of their merits or outcomes, is costly and time consuming and may divert
management’s attention and personnel resources from our normal business operations, and the outcome of many of
these claims and proceedings cannot be predicted. If any of these claims or proceedings were to be determined
adversely to us, a judgment, a fine or a settlement involving a payment of a material sum of money were to occur,
or injunctive relief were issued against us, our reputation could be affected and our business, financial condition
and results of operations could be materially adversely affected.
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There may be decreased spending on pets in a challenging economic climate.

The United States and other countries have experienced and continue to experience challenging economic
conditions. Our business, financial condition and results of operations may be materially adversely affected by a
challenging economic climate, including adverse changes in interest rates, volatile commodity markets and
inflation, contraction in the availability of credit in the market and reductions in consumer spending. In addition, a
slow-down in the general economy or a shift in consumer preferences to less expensive products may result in
reduced demand for our products which may affect our profitability. The keeping of pets and the purchase of pet-
related products may constitute discretionary spending for some of our consumers and any material decline in the
amount of consumer discretionary spending may reduce overall levels of pet ownership or spending on pets. As a
result, a challenging economic climate may cause a decline in demand for our products which could be
disproportionate as compared to competing pet food brands since our products command a price premium. If
economic conditions result in decreased spending on pets and have a negative impact on our suppliers or
distributors, our business, financial condition and results of operations may be materially adversely affected.

Our ability to utilize our net operating loss carryforwards may be limited.

Our ability to utilize our federal net operating loss carryforwards and federal tax credit may be limited under
Section 382 of the Code as amended by the Tax Cut and Jobs Act (the “TCJA”). The limitations apply if we
experience an “ownership change” (generally defined as a greater than 50 percentage point change (by value) in the
ownership of our equity by certain stockholders over a rolling three-year period). Similar provisions of state tax law
may also apply. We have not assessed, including with respect to acquisition of Halo, whether such an ownership
change has previously occurred. If we have experienced an ownership change at any time since our formation, we
may already be subject to limitations on our ability to utilize our existing net operating losses to offset taxable
income. In addition, future changes in our stock ownership, which may be outside of our control, may trigger an
ownership change and, consequently, the limitations under Section 382. As a result, if or when we earn net taxable
income, our ability to use our pre-change net operating loss carryforwards to offset such taxable income may be
subject to limitations, which could adversely affect our future cash flows.

Risks Related to the Regulation of our Business and Products

We and our third-party contract manufacturers and suppliers are subject to extensive governmental regulation
and may be subject to enforcement if we are not in compliance with applicable requirements.

We and our third-party contract manufacturers and suppliers are subject to a broad range of foreign, federal, state
and local laws and regulations governing, among other things, the testing, development, manufacture, distribution,
marketing and post-market reporting of animal foods. These include laws administered by the FDA, the FTC, the
USDA, and other federal, state and local regulatory authorities. Because we market food, supplements and other
products that are regulated as food and cosmetic care products for animals, we and the companies that manufacture
our products are subject to the requirements of the FDCA and regulations promulgated thereunder by the FDA. The
FDCA and related regulations govern, among other things, the manufacturing, composition, ingredients, packaging,
labeling and safety of food for animals. The FDA requires that facilities that manufacture animal food products
comply with a range of requirements. If our third-party contract manufacturers cannot successfully manufacture
products that conform to our specifications and the strict regulatory requirements of the FDA and applicable state
and local laws, they may be subject to adverse inspectional findings or enforcement actions, which could materially
impact our ability to market our products, could result in their inability to continue manufacturing for us or could
result in a recall of our products that have already been distributed. If the FDA or other regulatory authority
determines that we or they have not complied with the applicable regulatory requirements, our business, financial
condition and results of operations may be materially adversely impacted. If we do not comply with labeling
requirements, including making unlawful claims about our products, we could be subject to public warning letters
and possible further enforcement. Failure by us or our third-party contract manufacturers and suppliers to comply
with applicable laws and regulations or to obtain and maintain necessary permits, licenses and registrations relating
to our or our partners’ operations could subject us to administrative and civil penalties, including fines, injunctions,
recalls or seizures, warning letters, restrictions on the marketing or manufacturing of our products, or refusals to
permit the import or export of products, as well as potential criminal sanctions, which could result in increased
operating costs resulting in a material effect on our operating results and business. For further detail, refer to the
information under the heading “Business – Government Regulation” in this prospectus.
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International expansion of our business could expose us to substantial business, regulatory, political, financial
and economic risks.

We currently conduct business and market products in the United States, Canada and select Asian markets,
including China. The expansion of our business outside of the United States could expose us to substantial risks
associated with doing business outside of the United States, which may include, but are not limited to, the
following:

• political, social and economic
instability;

• higher levels of credit risk, corruption and payment
fraud;

• regulations that might add difficulties in repatriating cash earned outside the United States and otherwise
prevent us from freely moving cash;

• import and export controls and restrictions and changes in trade
regulations;

• compliance with the U.S. Foreign Corrupt Practices Act, the U.K. Bribery Act and similar laws in other
jurisdictions;

• multiple, conflicting and changing laws and regulations such as privacy, security and data use regulations,
tax laws, trade regulations, economic sanctions and embargoes, employment laws, anticorruption laws,
regulatory requirements, reimbursement or payor regimes and other governmental approvals, permits and
licenses;

• failure by us, our collaborators or our distributors to obtain regulatory clearance, authorization or
approval for the use of our products in various countries;

• additional potentially relevant third-party patent
rights;

• complexities and difficulties in obtaining intellectual property protection and enforcing our intellectual
property;

• logistics and regulations associated with shipping samples and customer orders, including infrastructure
conditions and transportation delays;

• the impact of local and regional financial
crises;

• natural disasters, political and economic instability, including wars, terrorism and political unrest, and
outbreak of disease;

• breakdowns in infrastructure, utilities and other
services;

• boycotts, curtailment of trade and other business restrictions;
and

• the other risks and uncertainties described in this
prospectus.

Any of these factors could significantly harm our future international expansion and operations and, consequently,
our revenue and results of operations.

Changes in government regulations and trade policies may materially and adversely affect our sales and results
of operations.

The U.S. or foreign governments may take administrative, legislative, or regulatory action that could materially
interfere with our ability to sell products in certain countries and/or to certain customers, particularly in China. As
part of the Company’s attempt to broaden its customer base, we have begun offering our products to Chinese
consumers. The Company’s decision to export products to China requires us to comply with Chinese rules, laws,
and regulations, as well as certain domestic and international laws relating to the import and export of goods to
foreign countries. These laws are often changing, and the costs associated with complying with these laws and
regulations may adversely affect the Company. Additionally, changes in the current laws may make importing
products to China more difficult, which may also negatively affect our business. Furthermore, changes in U.S. trade
policy more generally could trigger retaliatory actions by affected countries, which could impose restrictions on our
ability to do business in or with affected countries or prohibit, reduce or discourage purchases of our products by
foreign customers. Changes in, and responses to, U.S. trade policy could reduce the competitiveness of our
products, cause our sales to decline and adversely impact our ability to compete, which could materially and
adversely impact our business, financial condition and results of operations. There is significant uncertainty about
the future relationship
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between the United States and China with respect to trade policies, treaties, government regulations and tariffs. An
escalation of recent trade tensions between the U.S. and China has resulted in trade restrictions that could harm our
ability to participate in Chinese markets and numerous additional such restrictions have been threatened by both
countries. The United States and China have imposed a number of tariffs and other restrictions on items imported or
exported between the United States and China. We cannot predict what actions may ultimately be taken with
respect to tariffs or trade relations between the United States and China or other countries, what products may be
subject to such actions, or what actions may be taken by the other countries in retaliation. The institution of trade
tariffs both globally and between the United States and China specifically carries the risk of negatively impacting
China’s overall economic condition, which could have negative repercussions for our business. Our products are
and may continue to be subject to export license requirements or restrictions, particularly in respect of China.

Our products may be subject to recalls for a variety of reasons, which could require us to expend significant
management and capital resources.

Manufacturers and distributors of products are sometimes subject to the recall or return of their products for a
variety of reasons, including product defects, such as contamination, adulteration, unintended harmful side effects
or interactions with other substances, packaging safety and inadequate or inaccurate labeling disclosure. Although
we have detailed procedures in place for testing finished products, there can be no assurance that any quality,
potency or contamination problems will be detected in time to avoid unforeseen product recalls, regulatory action
or lawsuits, whether frivolous or otherwise. If any of the animal food or care products produced by us are recalled
due to an alleged product defect or for any other reason, we could be required to incur the unexpected expense of
the recall and any legal proceedings that might arise in connection with the recall.

We had to issue a recall in 2018 for one of our products after a single retail sample collected by the Michigan
Department of Agriculture tested positive for Salmonella. Although customers reported no incidents of injury or
illness in association with this product, the recall negatively affected our results. As a result of any such recall,
customers may be hesitant to purchase our products in the future and we may lose a significant amount of sales and
may not be able to replace those sales at an acceptable margin or at all.

In addition, a product recall may require significant management attention or damage our reputation and goodwill
or that of our products or brands. Additionally, product recalls may lead to increased scrutiny of our operations by
the FDA or other state or federal regulatory agencies, requiring further management attention, increased
compliance costs and potential legal fees, fines, penalties and other expenses.

Changes in existing laws or regulations, including how such existing laws or regulations are enforced by
federal, state, and local authorities, or the adoption of new laws or regulations may increase our costs and
otherwise adversely affect our business, financial condition and results of operations.

The manufacture and marketing of animal food products is highly regulated, and we and our third-party contract
manufacturers and suppliers are subject to a variety of federal and state laws and regulations applicable to pet food
and treats. These laws and regulations apply to many aspects of our business, including the manufacture,
packaging, labeling, distribution, advertising, sale, quality and safety of our products. We could incur costs,
including fines, penalties, and third-party claims, in the event of any violations of, or liabilities under, such
requirements, including any competitor or consumer challenges relating to compliance with such requirements. For
example, in connection with the marketing and advertisement of our products, we could be the target of claims
relating to false or deceptive advertising, including under the auspices of the FTC and state consumer protection
statutes. The regulatory environment in which we operate could change significantly and adversely in the future.
The laws and regulations that apply to our products and business may change in the future and we may incur
(directly or indirectly) material costs to comply with current or future laws and regulations or any required product
recalls. New or revised government laws and regulations could significantly limit our ability to run our business as
it is currently conducted, result in additional compliance costs and, in the event of noncompliance, lead to
administrative or civil remedies, including fines, injunctions, withdrawals, recalls or seizures and confiscations, as
well as potential criminal sanctions. Any such changes or actions by the FDA or other regulatory agencies could
have a material adverse effect on our third-party manufacturers, our suppliers or our business, financial condition
and results of operations.
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Risks Related to Our Capital Structure

Our common stock may be deemed to be a “penny stock” and the “penny stock” rules could adversely affect the
market price of our common stock.

The SEC has adopted Rule 3a51-1, which establishes the definition of a “penny stock” as any equity security that
has a market price of less than $5.00 per share or with an exercise price of less than $5.00 per share, subject to
certain exceptions. Our common stock may be deemed to be a penny stock. For any transaction involving a penny
stock, unless exempt, Rule 15g-9 requires that a broker-dealer must make a special written determination that the
penny stock is a suitable investment for the purchaser and receive (i) the purchaser’s written acknowledgment of
the receipt of a risk disclosure statement; (ii) a written agreement to transactions involving penny stocks; and (iii) a
signed and dated copy of a written suitability statement. Generally, brokers may be less willing to execute
transactions in securities subject to the “penny stock” rules. This may make it more difficult for investors to dispose
of our common stock and cause a decline in the market value of our stock.

There is currently a limited public market for our common stock, a trading market for our common stock may
never develop, and our common stock prices may be volatile and could decline substantially.

Although our common stock is currently quoted on OTCQX tier of OTC Markets Group Inc., an over-the-counter
quotation system, under the symbol “BTTR,” there has been no material public market for our common stock. In
these marketplaces, our stockholders may find it difficult to obtain accurate quotations as to the market value of
their shares of our common stock, and may find few buyers to purchase their stock and few market makers to
support its price. As a result of these and other factors, investors may be unable to resell shares of our common
stock at or above the price for which they purchased them, at or near quoted bid prices, or at all. Further, an
inactive market may also impair our ability to raise capital by selling additional equity in the future, and may impair
our ability to enter into strategic partnerships or acquire companies or products by using shares of our common
stock as consideration.

Failure to qualify to trade on NYSE American will make it more difficult to raise capital.

We have applied to list our common stock on NYSE American, a national securities exchange. NYSE has listing
requirements for inclusion of securities for trading on the NYSE American, including minimum levels of
stockholders equity, market value of publicly held shares, number of public stockholders and stock price. We may
not be able to satisfy NYSE’s original listing requirements and, even if we do, we may not be able to maintain our
listing on NYSE American. If we do not obtain and maintain the listing of our common stock on NYSE American,
it could make it harder for us to raise capital in both the immediate time frame and in the long-term. If we are unable
to raise capital when needed in the future, we may have to cease or reduce operations. There can be no assurance
that we will be successful in including our common stock for trading on NYSE American, maintain the listing or
that a market will develop for our common stock.

Our failure to meet the continued listing requirements of NYSE American could result in a de-listing of our
common stock.

Even if we are able to meet the qualifications for initial listing on NYSE American, we may fail to satisfy the
continued listing requirements of NYSE American, such as the corporate governance requirements or the minimum
stock price requirement, and the NYSE American may take steps to de-list our common stock. Such a de-listing or
the announcement of such de-listing will have a negative effect on the price of our common stock and would impair
your ability to sell or purchase our common stock when you wish to do so. In the event of a de-listing, we may
attempt to take actions to restore our compliance with the NYSE American listing requirements, but we can provide
no assurance that any such action taken by us would allow our common stock to become listed again, stabilize the
market price or improve the liquidity of our common stock, prevent our common stock from dropping below the
NYSE American minimum listing requirements or prevent future non-compliance with the NYSE American listing
requirements.

Even if the reverse stock split achieves the requisite increase in the market price of our common stock, we
cannot assure you that we will be able to continue to comply with the minimum bid price requirement of NYSE
American.

Even if the reverse stock split achieves the requisite increase in the market price of our common stock to be in
compliance with the minimum bid price of NYSE American, there can be no assurance that the market price of our
common stock following the reverse stock split will remain at the level required for continuing compliance with
that
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requirement. It is not uncommon for the market price of a company’s common stock to decline in the period
following a reverse stock split. If the market price of our common stock declines following the effectuation of the
reverse stock split, the percentage decline may be greater than would occur in the absence of a reverse stock split.
In any event, other factors unrelated to the number of shares of our common stock outstanding, such as negative
financial or operational results, could adversely affect the market price of our common stock and jeopardize our
ability to meet or maintain NYSE American’s minimum bid price requirement.

The reverse stock split may decrease the liquidity of the shares of our common stock.

The liquidity of the shares of our common stock may be affected adversely by the reverse stock split given the
reduced number of shares that will be outstanding following the reverse stock split, especially if the market price of
our common stock does not increase as a result of the reverse stock split. In addition, the reverse stock split may
increase the number of stockholders who own odd lots (less than 100 shares) of our common stock, creating the
potential for such stockholders to experience an increase in the cost of selling their shares and greater difficulty
effecting such sales.

Following the reverse stock split, the resulting market price of our common stock may not attract new investors,
including institutional investors, and may not satisfy the investing requirements of those investors.
Consequently, the trading liquidity of our common stock may not improve.

Although we believe that a higher market price of our common stock may help generate greater or broader investor
interest, there can be no assurance that the reverse stock split will result in a share price that will attract new
investors, including institutional investors. In addition, there can be no assurance that the market price of our
common stock will satisfy the investing requirements of those investors. As a result, the trading liquidity of our
common stock may not necessarily improve.

Our common stock prices may be volatile.

The market price of our common stock has been and may continue to be highly volatile and subject to wide
fluctuations. Our financial performance, government regulatory action, tax laws, interest rates and market
conditions in general could have a significant impact on the future market price of our common stock.

The public price of our common stock could also be subject to wide fluctuations in response to the risk factors
described in this prospectus and others beyond our control, including: the number of shares of our common stock
publicly owned and available for trading; actual or anticipated quarterly variations in our results of operations or
those of our competitors; our actual or anticipated operating performance and the operating performance of similar
companies in our industry; our announcements or our competitors’ announcements regarding significant contracts,
acquisitions, or strategic investments; general economic conditions and their impact on the pet food markets; the
overall performance of the equity markets; threatened or actual litigation; changes in laws or regulations relating to
our industry; any major change in our board of directors or management; publication of research reports about us or
our industry or changes in recommendations or withdrawal of research coverage by securities analysts; and sales or
expected sales of shares of our common stock by us, and our officers, directors, and significant stockholders. From
time to time, our affiliates may sell stock for reasons due to their personal financial circumstances. These sales may
be interpreted by other stockholders as an indication of our performance and result in subsequent sales of our stock
that have the effect of creating downward pressure on the market price of our common stock.

The volatility of the market price of our common stock may adversely affect the ability of investors to purchase or
sell shares of our common stock. Investors may also experience losses on their investments in our stock due to
price fluctuations. In addition, the stock market in general has experienced extreme price and volume fluctuations
that often have been unrelated or disproportionate to the operating performance of those companies. Securities class
action litigation has often been instituted against companies following periods of volatility in the overall market
and in the market price of a company’s securities. Such litigation, if instituted against us, could result in very
substantial costs, divert our management’s attention and resources and harm our business, operating results, and
financial condition.

We are a smaller reporting company within the meaning of the Securities Act, and if we take advantage of
certain exemptions from disclosure requirements available to “smaller reporting companies,” this could make
our securities less attractive to investors and may make it more difficult to compare our performance with other
public companies.

We are a “smaller reporting company” as defined in Item 10(f)(1) of Regulation S-K. Smaller reporting companies
may take advantage of certain reduced disclosure obligations, including, among other things, providing only two
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years of audited financial statements. We will remain a smaller reporting company until the last day of the fiscal
year in which (1) the market value of our ordinary shares held by non-affiliates exceeds $250 million as of the last
business day of the most recently completed second fiscal quarter, or (2) our annual revenues exceeded
$100 million during such completed fiscal year and the market value of our ordinary shares held by non-affiliates
exceeds $700 million as of the last business day of the most recently completed second fiscal quarter. To the extent
we take advantage of such reduced disclosure obligations, it may also make comparison of our financial statements
with other public companies difficult or impossible.

Some investors find our common stock less attractive because we may rely on these exemptions, which could result
in a less active trading market for our common stock, and our stock price may be more volatile.

We do not expect to pay any cash dividends to the holders of the common stock in the foreseeable future and the
availability and timing of future cash dividends, if any, is uncertain.

We expect to use cash flow from future operations to repay debt and support the growth of our business and do not
expect to declare or pay any cash dividends on our common stock in the foreseeable future. Our Wintrust Credit
Facility, subordinated convertible notes, term loan and revolving line of credit place certain restrictions on the
ability of us and our subsidiaries to pay cash dividends. We may amend our current credit facilities or enter into
new debt arrangements that also prohibit or restrict our ability to pay cash dividends on our common stock.

Subject to such restrictions, our board of directors will determine the amount and timing of stockholder dividends,
if any, that we may pay in future periods. In making this determination, our directors will consider all relevant
factors, including the amount of cash available for dividends, capital expenditures, covenants, prohibitions or
limitations with respect to dividends, applicable law, general operational requirements and other variables. We
cannot predict the amount or timing of any future dividends you may receive, and if we do commence the payment
of dividends, we may be unable to pay, maintain or increase dividends over time. Therefore, you may not be able
to realize any return on your investment in our common stock for an extended period of time, if at all.

Future sales of our common stock, or the perception that such sales may occur, may depress our share price,
and any additional capital through the sale of equity or convertible securities may dilute your ownership in us.

We may in the future issue our previously authorized and unissued securities. We are authorized to issue
200,000,000 shares of common stock and 4,000,000 shares of preferred stock with such designations, preferences
and rights as determined by our board of directors. The potential issuance of such additional shares of common
stock will result in the dilution of the ownership interests of the holders of our common stock and may create
downward pressure on the trading price, if any, of our common stock. The sales of substantial amounts of our
common stock pursuant to our effective registration statements, or the perception that these sales may occur, could
cause the market price of our common stock to decline and impair our ability to raise capital. These shares also may
be sold pursuant to Rule 144 under the Securities Act, depending on their holding period and subject to restrictions
in the case of shares held by persons deemed to be our affiliates. We also may grant additional registration rights in
connection with any future issuance of our capital stock.

For information regarding our outstanding stockholders’ equity and potentially dilutive securities, see the section
entitled “Dilution” in this prospectus.

We may issue preferred stock whose terms could adversely affect the voting power or value of our common
stock.

Our certificate of incorporation authorizes us to issue, without the approval of our stockholders, one or more classes
or series of preferred stock having such designations, preferences, limitations and relative rights, including
preferences over our common stock with respect to dividends and distributions, as our board of directors may
determine. The terms of one or more classes or series of preferred stock could adversely impact the voting power or
value of our common stock. For example, we might grant holders of preferred stock the right to elect some number
of our directors in all events or on the happening of specified events, or the right to veto specified transactions.
Similarly, the repurchase or redemption rights or liquidation preferences we might grant to holders of preferred
stock could affect the value of the common stock. The issuance of such preferred stock could also be used as a
method of discouraging, delaying or preventing a change of control.

We will continue to incur increased costs as a result of operating as a public company, and our management will
be required to devote substantial time to new compliance initiatives.

As a public company, we incur significant legal, accounting and other expenses. In addition, the Sarbanes-Oxley
Act of 2002 and rules subsequently implemented by the SEC, impose various requirements on public companies,
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including establishment and maintenance of effective disclosure and financial controls and corporate governance
practices. Our management and other personnel devote a substantial amount of time to these compliance initiatives.
Moreover, these rules and regulations increase our legal and financial compliance costs and make some activities
more time-consuming and costly, particularly after we are no longer a smaller reporting company. We expect that
these rules and regulations may make it more difficult and more expensive for us to obtain director and officer
liability insurance.

To achieve compliance with Section 404 within the prescribed period, we will be engaged in a costly and
challenging process to document and evaluate our internal control over financial reporting. In this regard, we will
need to continue to dedicate internal resources and potentially engage outside consultants or hire an internal audit
resource to assess and document the adequacy of internal control over financial reporting, continue steps to improve
control processes as appropriate, validate through testing that controls are functioning as documented and
implement a continuous reporting and improvement process for internal control over financial reporting. Despite
our efforts, there is a risk that neither we nor our independent registered public accounting firm will be able to
conclude within the prescribed timeframe that our internal control over financial reporting is effective as required
by Section 404. This could result in an adverse reaction in the financial markets due to a loss of confidence in the
reliability of our financial statements. Moreover, if we are not able to comply with the requirements or regulations
as a public reporting company in any regard, we could be subject to sanctions or investigations by the SEC or other
regulatory authorities, which would require additional financial and management resources.

Our bylaws designate the Court of Chancery of the State of Delaware as the sole and exclusive forum for certain
types of actions and proceedings that may be initiated by our stockholders, which could limit our stockholders’
ability to obtain a favorable judicial forum for disputes with us or our directors, officers, employees or agents.

Our bylaws provide that, unless we consent in writing to the selection of an alternative forum, the Court of
Chancery of the State of Delaware will, to the fullest extent permitted by applicable law, be the sole and exclusive
forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action asserting a claim of breach
of a fiduciary duty owed by any director or officer (or affiliate of any of the foregoing) of us to us or the our
shareholders, (iii) any action asserting a claim arising pursuant to any provision of the DGCL or our certificate of
incorporation or bylaws, or (iv) any other action asserting a claim arising under, in connection with, and governed
by the internal affairs doctrine; provided that these exclusive forum provisions will not apply to suits brought to
enforce any liability or duty created by the Securities Act or the Exchange Act, or to any claim for which the federal
courts have exclusive jurisdiction. Any person or entity purchasing or otherwise acquiring any interest in shares of
our capital stock will be deemed to have notice of, and consented to, the provisions of our bylaws described in the
preceding sentence. This choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial
forum that it finds favorable for disputes with us or our directors, officers, employees or agents, which may
discourage such lawsuits against us and such persons. Alternatively, if a court were to find these provisions of our
bylaws inapplicable to, or unenforceable in respect of, one or more of the specified types of actions or proceedings,
we may incur additional costs associated with resolving such matters in other jurisdictions, which could adversely
affect our business, financial condition or results of operations.

Provisions in our certificate of incorporation and bylaws and Delaware law may discourage a takeover attempt
even if a takeover might be beneficial to our stockholders.

Provisions contained in our certificate of incorporation and bylaws could make it more difficult for a third party to
acquire us after we have become a publicly traded company. Provisions in our certificate of incorporation and
bylaws impose various procedural and other requirements, which could make it more difficult for stockholders to
effect certain corporate actions. For example, our certificate of incorporation authorizes our board of directors to
determine the rights, preferences, privileges and restrictions of unissued series of preferred stock without any vote
or action by our stockholders. Thus, our board of directors can authorize and issue shares of preferred stock with
voting or conversion rights that could dilute the voting power of holders of our other series of capital stock. These
rights may have the effect of delaying or deterring a change of control of our company. Additionally, our certificate
of incorporation and/or bylaws establish limitations on the removal of directors and on the ability of our
stockholders to call special meetings and include advance notice requirements for nominations for election to our
board of directors and for proposing matters that can be acted upon at stockholder meetings.

Moreover, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the
General Corporation Law of the State of Delaware (the “DGCL”), which prohibits an “interested stockholder”
owning in

32



 
TABLE OF CONTENTS

excess of 15% of our outstanding voting stock from merging or combining with us for a period of three years after
the date of the transaction in which such stockholder acquired in excess of 15% of our outstanding voting stock,
unless the merger or combination is approved in a prescribed manner.

For further detail, refer to the information under the heading “Description of Capital Stock—Anti-Takeover Effects
of Provisions of Our Certificate of Incorporation, Our Bylaws and Delaware Law” in this prospectus. These
provisions could limit the price that certain investors might be willing to pay in the future for shares of our common
stock.

Claims for indemnification by our directors and officers may reduce our available funds to satisfy successful
third-party claims against us and may reduce the amount of money available to us.

Our certificate of incorporation provides that we will indemnify our directors and officers, in each case to the fullest
extent permitted by Delaware law. In addition, as permitted by Section 145 of the Delaware General Corporation
Law, our certificate of incorporation and our indemnification agreements that we have entered into with our
directors and officers provide that:

• We will indemnify our directors and officers for serving us in those capacities or for serving other
business enterprises at our request, to the fullest extent permitted by Delaware law. Delaware law
provides that a corporation may indemnify such person if such person acted in good faith and in a manner
such person reasonably believed to be in or not opposed to the best interests of the corporation and, with
respect to any criminal action or proceeding, had no reasonable cause to believe such person’s conduct
was unlawful.

• We may, in our discretion, indemnify employees and agents in those circumstances where
indemnification is permitted by applicable law.

• We are required to advance expenses, as incurred, to our directors and officers in connection with
defending a proceeding, except that such directors or officers shall undertake to repay such advances if it
is ultimately determined that such person is not entitled to indemnification.

• We will not be obligated pursuant to the indemnification agreements entered into with our directors and
executive officers to indemnify a person with respect to proceedings initiated by that person, except with
respect to proceedings to enforce an indemnitees right to indemnification or advancement of expenses,
proceedings authorized by our board of directors and if offered by us in our sole discretion.

• The rights conferred in our certificate of incorporation are not exclusive, and we are authorized to enter
into indemnification agreements with our directors, officers, employees and agents and to obtain
insurance to indemnify such persons.

• We may not retroactively amend our certificate of incorporation or indemnification agreement provisions
to reduce our indemnification obligations to directors, officers, employees and agents.

As a result of these provisions, if an investor were able to enforce an action against our directors or officers, in all
likelihood, we would be required to pay any expenses they incurred in defending the lawsuit and any judgment or
settlement they otherwise would be required to pay. Accordingly, our indemnification obligations could divert
needed financial resources and may adversely affect our business, financial condition, results of operations and
cash flows, and adversely affect the value of our business.

Risks Related to this Offering

Investors in this Offering will suffer immediate and substantial dilution of their investment.

If you purchase our common stock in this Offering, you will pay more for your shares of common stock than our as
adjusted net tangible book value per share. Based upon an assumed public offering price of $9.00 per share (after
giving effect to the reverse stock split of 1-for-6), you will incur immediate and substantial dilution of $7.40 per
share, representing the difference between our assumed public offering price and our as adjusted net tangible book
value per share. That is because the price that you pay will be substantially greater than the pro forma net tangible
book value per share of the common stock that you acquire. This dilution is due in large part to the fact that our
earlier investors paid substantially less than the offering price when they purchased their shares of our capital stock.
You will experience additional dilution when those holding outstanding Series F Preferred Stock, stock options or
common stock purchase warrants exercise their right to purchase common stock or when we otherwise issue
additional shares
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of capital stock. For information regarding our outstanding stockholders’ equity and potentially dilutive securities,
refer to the information under the heading “Dilution” in this prospectus.

Investors may experience dilution of their ownership interests because of the future issuance of additional
shares of our common.

In the future, we may issue additional authorized but previously unissued equity securities, resulting in the dilution
of the ownership interests of our present stockholders. We may also issue additional shares of our common stock or
other securities that are convertible into or exercisable for our common stock in connection with hiring or retaining
employees, future acquisitions, future sales of our securities for capital raising purposes, or for other business
purposes and some of these issuances may be at a price (or exercise prices) below the price at which shares of our
common stock are currently trading. The future issuance of any such additional shares of common stock may create
downward pressure on the trading price of our common stock.

Substantial amounts of our outstanding shares may be sold into the market when lock-up or market standoff periods
end. If there are substantial sales of shares of our common stock, the price of our common stock could decline.

The price of our common stock could decline if there are substantial sales of our common stock, particularly sales
by our directors, executive officers and significant stockholders, or if there is a large number of shares of our
common stock available for sale and the market perceives that sales will occur. After this offering, we will have
24,185,116 outstanding shares of our common stock, based on the number of shares outstanding as of June 11,
2021. All of the shares of common stock sold in this offering will be available for sale in the public market. A
substantial amount of our outstanding shares of common stock are currently restricted from resale as a result of
“lock-up” agreements, as more fully described under the heading “Shares Eligible for Future Sale” in this
prospectus. These shares will become available to be sold 180 days after the date of this prospectus. Shares held by
directors, executive officers and other affiliates will be subject to volume limitations under Rule 144 under the
Securities Act of 1933, as amended (Securities Act).

We have broad discretion in the use of the net proceeds from this offering, and our use of those proceeds may
not yield a favorable return on your investment.

We intend to use the net proceeds from the sale of the shares in the offering, along with available cash, for general
corporate purposes, which may include advancing new product development, maintaining existing and prosecuting
new intellectual property protection, supporting the requirements of being a public company, including legal, audit,
investor relations and board fees and providing competitive salaries and benefits to attract and retain highly
qualified employees. We may also use proceeds from this offering to acquire complimentary technologies, products
or businesses, although we are not a party to any letters of intent or definitive agreement for any such acquisition.
We have not specifically allocated the amount of net proceeds that will be used for these purposes, and our
management will have broad discretion over how these proceeds are used and could spend the proceeds in ways
with which you may not agree. In addition, we may not allocate the proceeds of this offering effectively or in a
manner that increases our market value or enhances our profitability. We have not established a timetable for the
effective deployment of the proceeds, and we cannot predict how long it will take to deploy the proceeds.

There can be no assurance that we will ever provide liquidity to our investors through a sale of our Company.

While acquisitions of companies like ours are not uncommon, potential investors are cautioned that no assurances
can be given that any form of merger, combination, or sale of our Company will take place or that any merger,
combination, or sale, even if consummated, would provide liquidity or a profit for our investors. You should not
invest in our Company with the expectation that we will be able to sell the business in order to provide liquidity or a
profit for our investors.
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 USE OF PROCEEDS

We expect that the net proceeds from the sale of 4,500,000 shares of common stock in this offering will be
approximately $36,865,000, and after deducting the underwriting discounts and commissions and estimated
offering expenses payable by us, based upon an assumed public offering price of $9.00 per share. If the
underwriters’ over-allotment option is exercised in full, we estimate that we will receive net proceeds of
approximately $42,514,750, after deducting underwriter discounts and commissions and estimated offering
expenses payable by us.

Each $1.00 increase or decrease in the assumed public offering price of $9.00 per share would increase or decrease,
as applicable, the net proceeds to us from the sale of shares of our common stock in this offering by $4.2 million,
assuming that the number of shares offered by us, as set forth on the cover page of this prospectus, remains the
same (assuming no exercise of the underwriter’s overallotment option) and after deducting estimated underwriting
discounts and commissions and estimated offering expenses payable by us. Similarly, each increase or decrease of
500,000 shares in the number of shares offered by us would increase or decrease, as applicable, the net proceeds to
us from the sale of shares of our common stock in this offering by approximately $4.2 million, assuming the
assumed public offering price of $9.00 remains the same and after deducting underwriting discounts and
commissions and estimated offering expenses payable by us.

We plan to use the net proceeds of this offering for general corporate purposes. We may also elect to use proceeds
from this offering to acquire complimentary technologies, products or businesses, although we are not a party to any
letters of intent or definitive agreements for any such acquisition.

Our expected use of net proceeds from this offering represents our current intentions based upon our present plans
and business condition. However, the nature, amounts and timing of our actual expenditures may vary significantly
depending on numerous factors. As a result, our management has and will retain broad discretion over the
allocation of the net proceeds from this offering. We may find it necessary or advisable to use the net proceeds from
this offering for other purposes, and we will have broad discretion in the application of net proceeds from this
offering. Pending our use of the net proceeds from this offering, we intend to invest the net proceeds in a variety of
capital preservation investments, including short-term, investment-grade, interest-bearing instruments and U.S.
government securities.
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 DIVIDEND POLICY

We do not currently anticipate declaring or paying cash dividends on our common stock in the foreseeable future.
We currently intend to retain our future earnings, if any, to finance the development and expansion of our business
and to pursue selective merger and acquisition opportunities. Any future determination to pay dividends will be at
the discretion of our board of directors and will depend upon then-existing conditions, including our results of
operations and financial condition, capital requirements, business prospects, statutory and contractual restrictions
on our ability to pay cash dividends, including restrictions contained in our senior credit facility, and other factors
our board of directors may deem relevant. Accordingly, you may need to sell your shares of our common stock to
realize a return on your investment, and you may not be able to sell your shares at or above the price you paid for
them. Our Series F Preferred Stock ranks on parity with our common stock with respect to dividend rights.
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 MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Our common stock is quoted on the OTC Market Group Inc.'s OTCQX market under the symbol “BTTR” after
being upgraded from the OTCQB on December 28, 2020 where it had been quoted since June 2010. The following
table sets forth, for the periods indicated and as reported on the OTC Markets, the high and low bid prices for our
common stock (assuming a reverse stock split of 1-for-6). Such over-the-counter market quotations reflect inter-
dealer prices, without retail mark-up, mark-downs or commissions, and may not necessarily represent actual
transactions:

 High Low

2019   

First Quarter(1) $79.56 $ 7.98

Second Quarter(1) $54.90 $20.40

Third Quarter(1) $38.76 $18.72

Fourth Quarter(1) $26.10 $ 7.86

2020   

First Quarter(1) $16.20 $ 3.00

Second Quarter(1) $12.00 $ 3.60

Third Quarter(1) $12.00 $ 1.44

Fourth Quarter(2) $ 7.68 $ 2.70

2021   

First Quarter(3) $10.80 $ 6.84

(1) The high and low bid prices for this quarter were reported by the OTCQB
marketplace.

(2) The high and low bid prices for this quarter were reported by the OTCQB & OTCQX
marketplaces.

(3) The high and low bid prices for this quarter were reported by the OTCQX
marketplace.

Holders

As of June 11, 2021, there were 165 record holders of our common stock and 34 holders of our Series F Preferred
Stock. Certain shares are held in “street” name and accordingly, the number of beneficial owners of such shares is
not known or included in the foregoing number. This number of holders of record also does not include
stockholders whose shares may be held in trust by other entities.
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 CAPITALIZATION

The following table sets forth our cash and cash equivalents and our capitalization as of March 31, 2021, on:

• an actual basis (as adjusted for the reverse stock split of 1-for-6);
and

• on a pro forma basis (as adjusted for the reverse stock split of 1-for-6) to reflect, based on an assumed
offering price of $9.00 per share of common stock, (i) the issuance of 5,768,517 shares of our common
stock upon the conversion of all of the shares of Series F Preferred Stock outstanding as of March 31,
2021 and (ii) the issuance of 2,763,455 shares of common stock upon conversion of our outstanding
convertible notes, based upon the terms of the outstanding convertible notes as of March 31, 2021; and

• on a pro forma as adjusted basis to give effect to the sale and issuance of 4,500,000 shares of common
stock offered by us in this offering, based on the assumed public offering price of $9.00 per share, after
deducting the underwriting discounts and commissions and estimated offering expenses.

You should refer to the information under the heading “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in this prospectus and the financial statements and related notes contained
elsewhere in this prospectus in evaluating the material presented below.

 As of March 31, 2021

In thousands (except shares) Actual Pro Forma

Pro 
Forma As 
Adjusted(1)

Cash and cash equivalents $ 4,298 $ 4,298 $ 41,163

    

Long-term debt, including current maturities:    

Loans and line of credit, net $ 10,628 $ 10,628 $ 10,628

Notes payable, net $ 19,609 $ — $ —

PPP Loans $ 852 $ 852 $ 852

Total debt, net of debt issuance costs and discounts $ 31,089 $ 11,480 $ 11,480

Warrant Liability $ 46,333 $ — $ —

    

Stockholders’ Deficit:    

Common stock, $0.001 par value, 200,000,000 shares authorized $ 11 $ 20 $ 24

Series F Preferred Stock, $0.001 par value, 30,000 shares authorized $ — $ — $ —

Additional paid-in capital $ 240,902 $ 308,305 $ 345,166

Accumulated deficit $(273,893) $(275,363) $(275,363)

Total stockholders’ (deficit) equity $ (32,980) $ 32,962 $ 69,827

Total capitalization $ 44,442 $ 44,442 $ 81,307

(1) Each $1.00 increase or decrease in the assumed public offering price of $9.00 per share would increase or decrease, as applicable,
the net proceeds to us from the sale of shares of our common stock in this offering by $4.2 million, assuming that the number of
shares offered by us, as set forth on the cover page of this prospectus, remains the same (assuming no exercise of the underwriter’s
over-allotment option) and after deducting estimated underwriting discounts and commissions and estimated offering expenses
payable by us. Similarly, each increase or decrease of 500,000 shares in the number of shares offered by us would increase or
decrease, as applicable, the net proceeds to us from the sale of shares of our common stock in this offering by approximately $4.2
million, assuming the assumed public offering price of $9.00 remains the same and after deducting underwriting discounts and
commissions and estimated offering expenses payable by us.

The number of shares of our common stock issued and outstanding was 11,000,725 as of March 31, 2021 and on a
pro forma and pro forma as adjusted basis is based on 19,532,697, which assumes the issuance of 5,768,517 shares
of our common stock upon the conversion of our outstanding Series F Preferred Stock as of March 31, 2021 as well
as 2,763,455 shares of common stock upon conversion of our outstanding convertible notes as of March 31, 2021
(assuming our common stock is approved for listing on the NYSE American) and excludes as of that date:

• 2,191,812 shares of our common stock issuable upon the exercise of stock options outstanding as of
March 31, 2021, at a weighted average exercise price of $6.36 per share;
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• 10,145,697 shares of our common stock issuable upon the exercise of warrants outstanding as of
March 31, 2021, at a weighted average exercise price of $7.08 per share; and

• 58,188 shares of our common stock reserved for future issuance under our Amended and Restated 2019
Equity Incentive Plan as well as any automatic increases in the number of shares of our common stock
reserved for future issuance under our plan.
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 DILUTION

The sale of our common stock pursuant to this prospectus will have a dilutive impact on our stockholders.

Our net tangible book deficit as of March 31, 2021 was $(64,327,041), or $(5.85) per share. Net tangible book value
per share is determined by dividing our total tangible assets, less total liabilities, by the number of shares of our
common stock outstanding as of March 31, 2021. Dilution with respect to net tangible book value per share
represents the difference between the amount per share paid by purchasers in this offering and the pro forma net
tangible book value per share of our common stock immediately after this offering.

After giving effect to (1) the conversion of all outstanding shares of Series F Preferred Stock and convertible notes
and (2) the sale of 4,500,000 shares of our common stock in this offering, at an assumed public offering price of
$9.00 per share, our pro forma as adjusted net tangible book value as of March 31, 2021 would have been
$38,480,083, or $1.60 per share. This represents an immediate increase in net tangible book value of $1.52 per
share to existing stockholders and an immediate dilution of $7.40 per share to new investors purchasing shares of
our common stock.

The following table illustrates this calculation on a per share basis.

Assumed public offering price per share  $ 9.00

Net tangible book deficit per share as of March 31, 2021 $ (5.85)

Pro forma net tangible book value per share as of March 31, 2021 including the conversion of
Series F Preferred Stock and notes payable before this offering $ 0.08

Increase in net tangible book value per share attributable to this offering $ 1.52

Pro forma net tangible book value per share after the offering $1.60

Dilution per share to new investors participating in the offering  $ 7.40

If the underwriter exercises its option to purchase additional shares in full at the assumed public offering price of
$9.00 per share, our as-adjusted net tangible book value as of March 31, 2021 would be $44,129,833, or $1.79 per
share, representing an increase in the net tangible book value to existing stockholders of $1.71 per share and
immediate dilution of $7.21 per share to new investors purchasing shares of our common stock in this offering.

Each $1.00 increase or decrease in the assumed public offering price of $9.00 per share would increase or decrease,
as applicable, the net proceeds to us from the sale of shares of our common stock in this offering by $4.2 million,
assuming that the number of shares offered by us, as set forth on the cover page of this prospectus, remains the
same (assuming no exercise of the underwriter’s overallotment option) and after deducting estimated underwriting
discounts and commissions and estimated offering expenses payable by us. Similarly, each increase or decrease of
500,000 shares in the number of shares offered by us would increase or decrease, as applicable, the net proceeds to
us from the sale of shares of our common stock in this offering by approximately $4.2 million, assuming the
assumed public offering price of $9.00 remains the same and after deducting underwriting discounts and
commissions and estimated offering expenses payable by us.

The number of shares of our common stock to be outstanding as shown above is based on 19,532,697 shares
outstanding as of March 31, 2021, and assumes the issuance of 5,768,517 shares of our common stock upon the
conversion of our outstanding Series F Preferred Stock as of March 31, 2021 as well as 2,763,455 shares of
common stock upon conversion of our outstanding convertible notes as of March 31, 2021 (assuming our common
stock is approved for listing on the NYSE American) and excludes as of that date:

• 2,191,812 shares of our common stock issuable upon the exercise of stock options outstanding as of
March 31, 2021, at a weighted average exercise price of $6.36 per share;

• 10,145,697 shares of our common stock issuable upon the exercise of warrants outstanding as of
March 31, 2021, at a weighted average exercise price of $7.08 per share; and

• 58,188 shares of our common stock reserved for future issuance under our Amended and Restated 2019
Equity Incentive Plan as well as any automatic increases in the number of shares of our common stock
reserved for future issuance under our plan.

To the extent that options outstanding as of March 31, 2021 have been or may be exercised or other shares are
issued, investors purchasing our securities in this offering may experience further dilution. In addition, we may
choose to
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raise additional capital due to market conditions or strategic considerations even if we believe we have sufficient
funds for our current or future operating plans. To the extent that additional capital is raised through the sale of
equity or convertible debt securities, the issuance of these securities could result in further dilution to our
stockholders.
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 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion includes forward-looking statements about our business, financial condition and results of
operations, including discussions about management’s expectations for our business. These statements represent
projections, beliefs and expectations based on current circumstances and conditions and in light of recent events
and trends, and you should not construe these statements either as assurances of performance or as promises of a
given course of action. Instead, various known and unknown factors are likely to cause our actual performance and
management’s actions to vary, and the results of these variances may be both material and adverse. A description
of material factors known to us that may cause our results to vary or may cause management to deviate from its
current plans and expectations, is set forth under the heading “Risk Factors.” Also refer to the information under
the heading “Forward Looking Statements” in this prospectus. The following discussion should also be read in
conjunction with our audited consolidated financial statements including the notes thereto appearing elsewhere in
this filing.

Overview and Outlook

Better Choice is a growing animal health and wellness company focused on providing pet products and services
that help dogs and cats live healthier, happier and longer lives. Our mission is to become the most innovative
premium pet food company in the world, and we are motivated by our commitment to making products with
integrity and treating pets and their parents with respect. We believe our portfolio of brands are well-positioned to
benefit from the trends of growing pet humanization and an increased consumer focus on health and wellness, and
we have adopted a laser focused, channel-specific approach to growth that is driven by new product innovation. Our
executive team has a proven history of success in both pet and consumer-packaged goods, and has over 50 years of
combined experience in the pet industry and over 100 years of combined experience in the consumer-packaged
goods industry.

Better Choice’s product offering is sold today under the Halo and TruDog brands and has enabled the Company to
penetrate multiple channels of trade, which we believe enables us to deliver on core consumer needs and respond to
changing channel dynamics that have accelerated as a result of the COVID-19 pandemic. We group these channels
of trade into four distinct categories: E-Commerce, which includes the sale of product to online retailers such as
Amazon and Chewy; Brick & Mortar, which includes the sale of product to pet specialty chains such as Petco,
PetSmart, select grocery chains and neighborhood pet stores; Direct to Consumer (“DTC”) which includes the sale
of product through our online web platform; and International, which includes the sale of product to foreign
distribution partners and to select international retailers. We believe our omni-channel approach is a significant
competitive advantage, as it allows us to design and sell products purpose-built for success in specific channels
while maintaining our ability to leverage marketing and sales resources cross-channel.

Although the COVID-19 pandemic has dramatically changed the U.S. retail landscape, the pet industry has proven
to be resilient, with Packaged Facts recently increasing their projected 2021 growth rate for U.S. retail sales of pet
food and supplies from 5.3% to 7.6%. While the industry-wide E-Commerce sales have retreated somewhat
following the March 2020 pantry stocking, the sale of pet food and supplies online has increased 35% year-over-
year according to Packaged Facts, with subscription sales nearly equal to the March 2020 peak. We anticipate our
ability to reach a growing base of diverse customers online will increase as approximately 59% of Better Choice’s
sales in 2020 were made via our DTC and E-Commerce channels. At the same time, we believe that our long-
established relationships with key Brick & Mortar customers will enable us to jointly launch new products in the
future that are designed for in-store success.

In addition to our domestic sales channels, the Halo brand’s international sales grew by 95% in 2020, driven
primarily by Halo’s ability to secure Product Import Registrations for 15 dog and cat food diets from the Ministry
of Agriculture and Rural Affairs of China (“MOA”) in June 2020. We believe that our growth in Asia is fueled by
increasing levels of economic financial status and demand for premium, western manufactured products, with
China representing the largest market opportunity for growth and 48% of Better Choice’s international sales in
2020. According to Euromonitor, the Chinese market for premium dry dog and cat food is anticipated to grow at a
20% CAGR and 28% CAGR, respectively, from 2015 through 2025. This growth rate is driven by dramatic
increases in pet ownership, which has seen the number of dog-owning Chinese households increase from 12% in
2015 to 20% in 2020. On a relative basis, 67% of U.S. households owned a pet in 2020 according to the American
Pet Products Association, suggesting that the Chinese pet market has significant room to grow in the foreseeable
future.

New product innovation, through our own research and development activities as well as through acquisitions,
represents the cornerstone of our growth plan, and our established supply and distribution infrastructure allows us
to
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develop, manufacture and bring new products to market in generally under nine months. Our flexible and scalable
outsourced manufacturing model also promotes innovation, as we are able to offer a wide variety of dog and cat
food products under the Halo and TruDog brands that serve many different consumer needs. Founded in 1986, the
Halo brand consists of a diversified, premium natural dog and cat portfolio, with products derived from real whole
meat, no rendered meat meal and non-genetically modified (non-“GMO”) fruits and vegetables, unlike many other
kibble and canned products currently in the marketplace. In addition to its dry kibble and canned wet food offering,
Halo also has a successful line of freeze-dried treats for dogs and cats and a growing line of award-winning vegan
products for dogs. Founded in 2013, the TruDog brand offers ultra-premium, freeze-dried raw dog food, toppers,
treats and supplements sold predominantly on its DTC website. Freeze-dried raw dog food is one of the fastest
growing sub-categories of premium pet food, with Packaged Facts reporting 39% YoY growth in the sub-category
in 2019. We believe that both brands are positioned to take advantage of pet parents’ increasing desire to feed only
the highest quality ingredients to their pets, and that there will continue to be innovative opportunities for brand
consolidation over time.

Our marketing strategies are designed to clearly communicate to consumers the benefits of our products and to
build awareness of our brands. We deploy a broad set of marketing tools across various forms of media to reach
consumers through multiple touch points and engage with a number of marketing agencies to develop content and
product packaging. Our marketing initiatives include the use of social and digital marketing, Search Engine
Optimization, email and SMS marketing, and paid media (Facebook, Instagram & YouTube), among other proven
strategies to generate and convert sales prospects into loyal, satisfied customers. In addition to directly targeting and
educating consumers of our products, we partner with both E-Commerce platforms and retailers such as Amazon,
Chewy and Petco to develop joint sales and marketing initiatives to increase sales and acquire new customers.

On February 2, 2019 and February 28, 2019, respectively, Better Choice Company entered into definitive
agreements to acquire through stock exchange agreements, approximately 93% of the outstanding interest of TruPet
LLC and all of the outstanding shares of Bona Vida, Inc., an emerging hemp-based CBD platform focused on
developing a portfolio of brand and product verticals within the animal health and wellness space. On May 6, 2019,
Better Choice Company consummated the stock exchange transactions whereby TruPet LLC and Bona Vida, Inc.
became wholly owned subsidiaries of Better Choice Company. For accounting and financial reporting purposes, the
transaction was treated as a reverse acquisition whereby TruPet is considered the acquiror of Better Choice
Company and Bona Vida, Inc. Thus, the historical financial information of the registrant is that of TruPet even
though the legal registrant remains Better Choice Company.

On December 19, 2019, the Company acquired 100% of the issued and outstanding capital stock of Halo, Purely
for Pets, Inc., in exchange for a combination of cash consideration, shares of our common stock, and convertible
subordinated notes and accompanying stock purchase warrants. Unless otherwise stated or the context otherwise
requires, the historical business information described in this report prior to consummation of the May Acquisitions
is that of TruPet and, following consummation of the May Acquisitions through December 19, 2019, reflects
business information of the Company, TruPet, and Bona Vida. From December 19, 2019 onward, the results of
operations reflects business information of the Company and Halo as a combined business. See “Note 2 -
Acquisitions” to our audited consolidated financial statements for the year ended December 31, 2020 included in
this prospectus for more information.

Although Bona Vida remains a wholly owned subsidiary of the Better Choice Company, as of March 31, 2021,
Better Choice does not currently sell or market any CBD products, does not currently own any CBD related
inventory or raw materials and does not currently have plans to re-enter the CBD market at this time.

The impact that COVID-19 will have on our consolidated results of operations is uncertain. Although we have not
observed a material reduction in sales as of December 2020 as a result of the COVID-19 pandemic, we will
continue to evaluate the nature and extent of COVID-19’s impact to our business, consolidated results of
operations, financial condition, and liquidity. Our results presented herein are not necessarily indicative of the
results to be expected for future periods in 2021 or the full fiscal year. Management cannot predict the full impact of
the COVID-19 pandemic on the Company’s sourcing, manufacturing and distribution of its products or to
economic conditions generally, including the effects on consumer spending. The ultimate extent of the effects of the
COVID-19 pandemic on the Company is highly uncertain and will depend on future developments, and such effects
could exist for an extended period of time even after the pandemic might end.
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Fiscal Year End

On May 21, 2019, our board of directors approved a change in fiscal year end from August 31 to December 31 to
align with the TruPet fiscal year end. The fiscal year change became effective with our 2019 fiscal year, which
began January 1, 2019 and ended December 31, 2019. Following its acquisition by us, Halo has adopted the same
fiscal year end.

Results of Operations for the three months ended March 31, 2021 and 2020

The following table sets forth our consolidated results for the periods presented (in thousands):

 Three Months Ended March 31,   

 2021 2020 Change %

Net sales $10,830 $12,226 $(1,396) (11)%

Cost of goods sold 6,556 8,069 (1,513) (19)%

Gross profit $ 4,274 $ 4,157 $ 117 3%

Operating expenses:     

General and administrative $ 4,551 $ 8,246 $(3,695) (45)%

Share-based compensation 2,525 2,484 41 2%

Sales and marketing 2,336 1,959 377 19%

Total operating expenses $ 9,412 $12,689 $(3,277) (26)%

Loss from operations $ (5,138) $ (8,532) $ 3,394 (40)%

Net Sales

We sell our products through online retailers, pet specialty retailers, our online portal directly to our consumers and
internationally to foreign distribution partners (transacted in U.S. dollars). During 2019, our net sales were
primarily driven by our distribution of TruPet products through our DTC channel. However, with the acquisition of
Halo, our sales became more diversified through the E-commerce, Brick & Mortar and International channels.

For many customers, sales transactions are single performance obligations that are recorded at the time the product
is shipped from our distribution centers, when control transfers. We record a revenue reserve based on past return
rates to account for customer returns. DTC net sales include revenue derived from the sale of our products and
related shipping fees offset by promotional discounts, refunds and loyalty points earned. We offer a variety of
promotions and incentives to our customers including daily discounts, multi-bag purchase discounts and coupon
codes for initial purchases. For our DTC loyalty program, a portion of revenue is deferred at the time of the sale as
points are earned based on the relative stand-alone selling price, and not recognized until the redemption of the
loyalty points, which do not expire. We have applied a redemption rate based on historical experience.

Information about the Company’s revenue channels is as follows (in thousands):

 Three Months Ended March 31,

 2021 2020

E-commerce $ 4,010 37% $ 4,481 37%

Brick & Mortar 1,894 18% 2,897 23%

DTC 2,436 22% 2,804 23%

International 2,490 23% 2,044 17%

Net Sales $10,830 100% $12,226 100%

Net sales decreased $1.4 million, or 11%, to $10.8 million for the three months ended March 31, 2021 compared to
$12.2 million for the three months ended March 31, 2020. The decrease was driven by lower E-Commerce sales
due to higher than normal orders during the first quarter of 2020 due to increased warehouse stocking orders in
March 2020 associated with the COVID-19 pandemic. The decrease was also driven by lower Brick & Mortar sales
due to the discontinuation of products with one of our pet specialty customers and lower DTC sales driven by a
decrease in marketing spend with low return on investment. These decreases were partially offset by continued
growth in our international channel.

44



 
TABLE OF CONTENTS

Key factors that affect our future sales growth include new product innovation and expansion in each of the sales
channels.

Cost of Goods Sold and Gross Profit

Our products are manufactured to our specifications by contracted manufacturing plants using raw materials
sourced by our contracted manufacturers. We design our packaging in-house for manufacture by third parties, and
packaging is shipped directly to contracted manufacturing plants. We work with our co-manufacturers to secure a
supply of raw materials that meet our specifications, such as USA farm-raised beef, GAP 2 certified cage-free
whole chicken and associated broths, GAP 2 certified cage-free whole turkey and associated broths, MSC certified
wild-caught salmon and MSC certified wild-caught whitefish and associated broths, and select non-GMO fruits
and vegetables, such as peas, sweet potatoes and lentils. In addition to procuring raw materials that meet our
formulation requirements, our contract manufacturers manufacture, test and package our products.

Cost of goods sold consists primarily of the cost of product obtained from third-party contract manufacturing
plants, packaging materials, inventory freight for shipping product from third-party contract manufacturing plants
to our warehouse and third-party fulfillment and royalties. We review inventory on hand periodically to identify
damaged inventory, slow moving inventory, and/or aged inventory. Based on the analysis, we record inventories at
the lower of cost or net realizable value, with any reduction in value expensed as cost of goods sold.

We calculate gross profit as net sales, including any shipping revenue collected from our customers, less cost of
goods sold. Our gross profit has been and will continue to be affected by a variety of factors, primarily product
sales mix, volumes sold, discounts offered to newly acquired and recurring customers, the cost of our manufactured
products, and the cost of freight from the manufacturer to the warehouse.

Cost of goods sold decreased $1.5 million, or 19%, to $6.6 million for the three months ended March 31, 2021
compared to $8.1 million for the three months ended March 31, 2020. As a percentage of revenue, cost of goods
sold decreased to 61% during the three months ended March 31, 2021 compared to 66% for the three months ended
March 31, 2020, respectively. The decrease was driven by $0.9 million of non-cash expense related to the
amortization of a purchase accounting adjustment to inventory recorded in connection with the Halo Acquisition in
the first quarter of 2020 and the decrease in net sales.

During the three months ended March 31, 2021, gross profit increased $0.1 million to $4.3 million from
$4.2 million during the three months ended March 31, 2020. Gross profit margin increased to 39% for the three
months ended March 31, 2021 as compared to 34% for the three months ended March 31, 2020. The gross margin
for the three months ended March 31, 2021 was negatively affected by the inventory accounting adjustment
discussed above relating to the Halo acquisition. In addition, in the first quarter of 2021 we experienced lower
warehouse related costs, partially offset by higher product costs.

Operating Expenses

General and administrative expenses include management and office personnel compensation and bonuses, warrant
expense, corporate-level information technology costs, rent, travel, professional service fees, costs related to
merchant credit card fees, insurance, product development costs, shipping DTC orders to customers, customer
service and warehousing costs and general corporate expenses. During the three months ended March 31, 2021,
general and administrative expenses decreased $3.7 million, or 45%, to $4.6 million compared to $8.2 million for
the three months ended March 31, 2020. The decrease was driven by a reduction in warrant expense of $2.5 million,
contract termination costs incurred during the first quarter of 2020 of $1.1 million, a non-cash reduction of our sales
tax liability of $0.5 million and a decrease in professional fees of $0.2 million, all of which was partially offset by
increased compensation expenses due to higher headcount.

Share-based compensation includes expenses related to stock options and certain warrants issued to employees and
non-employee directors. During the three months ended March 31, 2021, share-based compensation remained flat,
compared to the three months ended March 31, 2020, at $2.5 million.

Sales and marketing expenses include costs related to compensation for sales personnel, other costs related to the
selling platform and marketing, including paid media and content creation expenses. Marketing expenses consist
primarily of Facebook, Amazon and other media ads, as well as other advertising and marketing costs with partners
like Little Big Brands and VaynerSports, all geared towards acquiring new customers and building brand
awareness. During the three months ended March 31, 2021, sales and marketing expenses, including paid media,
increased
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$0.3 million, or 19%, to $2.3 million from $2.0 million during the three months ended March 31, 2020, driven
primarily by increased promotional spend in our E-Commerce and International sales channels and higher
advertising and market research costs, partially offset by a decrease in headcount related costs.

Interest expense

During the three months ended March 31, 2021, interest expense decreased $1.5 million to $0.8 million from
$2.3 million for the three months ended March 31, 2020. Interest expense relates primarily to existing and prior
indebtedness including term loans, lines of credit and subordinated convertible notes. The reduction in interest
expense was driven by a decrease in outstanding debt balances as well as a more favorable interest rate on our new
Wintrust Credit Facility.

Loss on extinguishment of debt

During the three months ended March 31, 2021, we incurred a loss on extinguishment of debt of $0.4 million, while
there was no corresponding expense for the three months ended March 31, 2020. Loss on extinguishment of debt
relates to extinguishment accounting applied in connection with the termination of a term loan and ABL Facility.
See “Note 7 – Debt” to our unaudited condensed consolidated financial statements for the period ended March 31,
2021 included in this prospectus for additional information.

Change in fair value of warrant liabilities

Common stock warrants classified as liabilities are revalued at each balance sheet date subsequent to the initial
issuance and changes in the fair value are reflected in the consolidated statement of operations as change in fair
value of warrant liability. The change in fair value for the three months ended March 31, 2021 relates to the increase
in the fair value of common stock warrants issued in connection with the Series F Private Placement. See “Note 11 -
Warrants” to our unaudited condensed consolidated financial statements for the period ended March 31, 2021
included in this prospectus for additional information.

Income taxes

Our income tax provision consists of an estimate of federal and state income taxes based on enacted federal and
state tax rates, as adjusted for any allowable credits, deductions and uncertain tax positions as the arise. No
provision has been made for federal and state income taxes prior to the date of the May Acquisitions as the
proportionate share of TruPet’s income or loss was included in the personal tax returns of its members as TruPet
was a limited liability company. Subsequent to the acquisitions, the Company, as a corporation is required to
provide for income taxes.

During the three months ended March 31, 2021 and March 31, 2020, we did not record income tax expense due to
the continued losses incurred by the Company. The effective tax rate subsequent to the acquisitions is 0%, which
differs from the U.S. Federal statutory rate of 21% as our reported losses are offset by a valuation allowance due to
uncertainty as to the realization of those losses.

Results of Operations for the Years Ended December 31, 2020 and 2019

The following table sets forth our consolidated results for the periods presented (in thousands):

 Years Ended December 31, Change

 2020 2019 $ %

Net sales $ 42,590 $ 15,577 $27,013 173%
Cost of goods sold 26,491 9,717 16,774 173%

Gross profit 16,099 5,860 10,239 175%
Operating expenses:     

General and administrative 26,589 20,879 5,710 27%
Share-based compensation 8,940 10,280 (1,340) (13)%
Sales and marketing 7,892 10,138 (2,246) (22)%
Impairment of intangible asset — 889 (889) (100)%

Total operating expenses 43,421 42,186 1,235 3%

Loss from operations $(27,322) $(36,326) $ 9,004 (25)%
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Net Sales

We sell our products through online retailers, pet specialty retailers, our online portal directly to our consumers and
internationally through distributors in USD. During 2019, our net sales were primarily driven by our distribution of
TruPet products through our DTC channel. However, with the acquisition of Halo, our sales became more
diversified through the E-commerce, Brick & Mortar and International channels.

For many customers, sales transactions are single performance obligations that are recorded at the time the product
is shipped from our distribution centers, when control transfers. We record a revenue reserve based on past return
rates to account for customer returns. DTC net sales include revenue derived from the sale of our products and
related shipping fees offset by promotional discounts, refunds and loyalty points earned. We offer a variety of
promotions and incentives to our customers including daily discounts, multi-bag purchase discounts and coupon
codes for initial purchases. For our DTC loyalty program, a portion of revenue is deferred at the time of the sale as
points are earned based on the relative stand-alone selling price, and not recognized until the redemption of the
loyalty points, which do not expire. We have applied a redemption rate based on historical experience.

Information about the Company’s revenue channels is as follows (in thousands):

 Years Ended December 31,

 2020 2019

E-commerce $14,218 34% $ 1,952 13%

Brick & Mortar 8,982 21% 194 1%

DTC 10,778 25% 13,392 86%

International 8,612 20% 39 —%

Net Sales $42,590 100% $15,577 100%

Net sales increased $27.0 million, or 173%, to $42.6 million for the year ended December 31, 2020 compared to
$15.6 million for the year ended December 31, 2019. Net sales include an increase of $29.6 million from Halo for
the year ended December 31, 2020 compared to December 31, 2019 following the closing of the Halo acquisition in
December 2019 and an increase of $0.2 million in net sales for the year ended December 31, 2020 related to Bona
Vida as compared to the comparable prior period. This was partially offset by a $2.8 million decrease for the year
ended December 31, 2020 in net sales related to TruPet as compared to the comparable prior period.

Key factors that affect our future sales growth include new product innovation and expansion in each of the sales
channels.

Cost of Goods Sold and Gross Profit

Our products are manufactured to our specifications by contracted manufacturing plants using raw materials
sourced by our contracted manufacturers. We design our packaging in-house for manufacture by third parties, and
packaging is shipped directly to contracted manufacturing plants. We work with our co-manufacturers to secure a
supply of raw materials that meet our specifications, such as USA farm-raised beef, GAP 2 certified cage-free
whole chicken and associated broths, GAP 2 certified cage-free whole turkey and associated broths, MSC certified
wild-caught salmon and MSC certified wild-caught whitefish and associated broths, and select non-GMO fruits
and vegetables, such as peas, sweet potatoes and lentils. In addition to procuring raw materials that meet our
formulation requirements, our contract manufacturers manufacture, test and package our products.

Cost of goods sold consists primarily of the cost of product obtained from third-party contract manufacturing
plants, packaging materials, inventory freight for shipping product from third-party contract manufacturing plants
to our warehouse and third-party fulfillment and royalties. We review inventory on hand periodically to identify
damages, slow moving inventory, and/or aged inventory. Based on the analysis, we record inventories at the lower
of cost or net realizable value, with any reduction in value expensed as cost of goods sold.

We calculate gross profit as net sales, including any shipping revenue collected from our customers, less cost of
goods sold. Our gross profit has been and will continue to be affected by a variety of factors, primarily product
sales mix, volumes sold, discounts offered to newly acquired and recurring customers, the cost of our manufactured
products, and the cost of freight from the manufacturer to the warehouse.

Cost of goods sold increased $16.8 million, or 173%, to $26.5 million for the year ended December 31, 2020
compared to $9.7 million for the year ended December 31, 2019. As a percentage of revenue, cost of goods sold
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remained consistent at 62% for the years ended December 31, 2020 and 2019. Cost of goods sold includes an
additional $19.9 million of Halo product costs for the year ended December 31, 2020 following the closing of the
Halo Acquisition in December 2019. In addition, cost of goods sold during the year ended December 31, 2020
included $0.9 million of non-cash expense related to the amortization of a purchase accounting adjustment to
inventory recorded in connection with the Halo Acquisition. These increases were partially offset by a comparable
decrease in cost of goods sold related to lower TruPet sales.

During the year ended December 31, 2020, gross profit increased $10.2 million, or 175%, to $16.1 million
compared to $5.9 million during the year ended December 31, 2019. Gross profit margin remained consistent at
38% for the years ended December 31, 2020 and 2019. The increase in gross profit resulted primarily from an
additional $9.7 million from Halo for the year ended December 31, 2020 following the closing of the Halo
Acquisition in December 2019. The Halo line of products for the current period carried a gross profit margin of
32% compared to TruPet’s gross margin of 53%. TruPet products have higher margins as compared to the Halo
product line as Halo’s food and pet food topper products have higher costs than the TruPet products. During the
year ended December 31, 2020, Halo incurred storage and fulfillment center costs of $0.7 million compared to
$0.1 million for TruPet due to the outsourcing of the TruPet warehouse operations in November 2020. During
2020, Halo also incurred an inventory reserve of $0.2 million and product obsolescence costs of $0.2 million.

Operating Expenses

General and administrative expenses include management and office personnel compensation and bonuses, warrant
expense, information technology costs, rent, travel, professional service fees, costs related to merchant credit card
fees, insurance, product development costs, shipping DTC orders and general corporate expenses. During the year
ended December 31, 2020, general and administrative expenses increased $6.2 million, or 31% to $26.0 million
compared to $19.8 million in the year ended December 31, 2019. The increase includes additional expenses of
$4.8 million during the year ended December 31, 2020 following the closing of the Halo Acquisition, including
non-cash amortization of $1.5 million related to the trade name and customer relationship intangible assets
acquired, additional salaries and wages and related costs of $2.2 million, as well as other costs such as professional
and consulting fees, charitable contributions, and other miscellaneous costs. The remaining increase was primarily
driven by higher warrant expense of $7.2 million and higher salaries and wages and related costs of $0.4 million as
we continued building the infrastructure to support our status as a public company and the expansion of our
corporate staff. These increases were partially offset by a decrease of $4.0 million as compared to the prior year
period driven by reductions in TruPet compensation costs, professional fees, and outbound shipping costs and a
decrease in consulting and other professional fees of $2.1 million mainly driven by the settlement of certain legal
matters in the fourth quarter of 2020. Customer service and warehousing costs include the cost of our customer
service department, including our in-house call center, and costs associated with warehouse operations. During the
year ended December 31, 2020, Customer service and warehousing decreased $0.5 million, or 43%, to $0.6 million,
as compared to $1.1 million during the year ended December 31, 2019 due to a reduction in staff and related
operating costs, as well as the full outsourcing of TruPet warehouse operations in November 2020.

Share-based compensation includes expenses related to stock options and warrants issued to employees and non-
employee directors. During the year ended December 31, 2020, share-based compensation decreased $1.3 million,
or 13%, to $8.9 million, as compared to share-based compensation of $10.3 million during the year ended
December 31, 2019. The decrease in equity-based compensation is primarily driven by terminations during 2020
and the acceleration of vesting of option awards in connection with the May Acquisitions in the prior year period,
partially offset by $1.0 million related to a catch up of unrecognized stock-based compensation expense,
$1.0 million of add-on warrant expense issued to two non-employee directors, and $0.5 million related to restricted
shares issued to three non-employee directors during 2020.

Sales and marketing expenses include costs related to compensation for sales personnel, other costs related to the
selling platform, as well as marketing, including paid media and content creation expenses. Marketing expenses
consist primarily of Facebook, Amazon and other media ads, and other advertising and marketing costs, all geared
towards acquiring new customers and building brand awareness. During the year ended December 31, 2020, Sales
and marketing expenses, including paid media, decreased approximately $2.2 million or 22%, to $7.9 million from
$10.1 million during the year ended December 31, 2019. Marketing expenses include additional expenses of
$3.6 million related to Halo products during the year ended December 31, 2020 following the closing of the Halo

48



 
TABLE OF CONTENTS

Acquisition and $0.4 million incurred by Bona Vida related to the write-off of a prepaid expense associated with a
marketing contract that was terminated during 2020. This was partially offset by a decrease in sales and marketing
expenses related to TruPet products from $9.9 million for the year ended December 31, 2019 to $3.6 million for the
year ended December 31, 2020.

Impairment of intangible asset consists of amortization expense recognized for impairment of a license intangible in
connection with a contract termination. During the year ended December 31, 2019, we recognized an impairment
loss of $0.9 million related to the Elvis Presley Houndog license agreement which was terminated on January 13,
2020. We did not record any impairment losses during the year ended December 31, 2020.

Interest Expense

During the year ended December 31, 2020, interest expense increased $8.6 million, or 1,280% to $9.2 million from
$0.7 million for the fiscal year ended December 31, 2019. Interest expense is comprised of interest on our term
loan, revolving credit facility, PPP loans, payable in kind interest on our senior subordinated convertible notes, and
the amortization of debt issuance costs and accretion of debt discounts. See “Note 10 - Debt” to our audited
consolidated financial statements for the year ended December 31, 2020 included in this prospectus for more
information regarding our outstanding debt.

Change in Fair Value of Warrant Liability

Common stock warrants classified as liabilities are revalued at each balance sheet date subsequent to the initial
issuance and changes in the fair value are reflected in the consolidated statement of operations as change in fair
value of warrant liability. The change in fair value for the year ended December 31, 2020 relates to the increase in
the fair value of common stock warrants issued in connection with the Series F Private Placement between the date
of issuance and December 31, 2020.

Income Taxes

Our income tax provision consists of an estimate of federal and state income taxes based on enacted federal and
state tax rates, as adjusted for any allowable credits, deductions and uncertain tax positions as the arise. No
provision has been made for federal and state income taxes prior to the date of the May Acquisitions as the
proportionate share of TruPet’s income or loss was included in the personal tax returns of its members as TruPet
was a limited liability company. Subsequent to the acquisitions, the Company, as a corporation is required to
provide for income taxes.

During the fiscal years ended December 31, 2020 and December 31, 2019, we did not record income tax expense
due to the continued losses incurred by the Company. The effective tax rate subsequent to the acquisitions is 0%,
which differs from the U.S. Federal statutory rate of 21% as our reported losses are offset by a valuation allowance
due to uncertainty as to the realization of those losses.

Liquidity and Capital Resources

Since our founding, we have financed our operations primarily through sales of member units while a limited
liability company, and, since becoming a corporation, through the sales of shares of our common stock, warrants,
and preferred stock, and through loans. On March 31, 2021, December 31, 2020 and December 31, 2019, we had
cash and cash equivalents and restricted cash of $4.6 million, $4.0 million and $2.5 million, respectively.

We are subject to risks common in the pet wellness consumer market including, but not limited to, dependence on
key personnel, competitive forces, successful marketing and sale of products, the successful protection of
proprietary technologies, ability to grow into new markets, and compliance with government regulations. As of
March 31, 2020, we have not experienced a significant adverse impact to our business, financial condition or cash
flows resulting from the COVID-19 pandemic. However, uncertainties regarding the continued economic impact of
COVID-19 are likely to result in sustained market turmoil, which could negatively impact our business, financial
condition, and cash flows in the future.

We have historically incurred losses and have an accumulated deficit. We expect to continue to generate operating
losses and consume significant cash resources for the foreseeable future. These conditions raise substantial doubt
about our ability to continue as a going concern, meaning that we may be unable to continue operations for the
foreseeable future or realize assets and discharge liabilities in the ordinary course of operations. We have
implemented and continue to implement plans to achieve cost savings and other strategic objectives to address these
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conditions. We have achieved cost savings from the consolidation of our third-party logistics operations and
reduction of overhead costs and we expect to achieve further cost savings from the consolidation of third-party
manufacturers and optimization of shipping costs. The business is focused on growing the most profitable channels
while reducing investments in areas that are expected to have lower long-term benefits. However, there can be no
assurance that these efforts will enable us to successfully grow our business, or to continue operating at all.

If we seek additional financing to fund our business activities in the future and there remains doubt about our ability
to continue as a going concern, investors or other financing sources may be unwilling to provide additional funding
on commercially reasonable terms or at all. If we are unable to raise the necessary funds when needed or achieve
planned cost savings, or other strategic objectives are not achieved, we may not be able to continue our operations,
or we could be required to modify our operations that could slow future growth. The accompanying financial
statements included in this Prospectus have been prepared assuming we will continue as a going concern, which
contemplates the realization of assets and payments of liabilities in the ordinary course of business. Accordingly,
the financial statements do not include any adjustments relating to the recoverability and classification of asset
carrying amounts or the amount of and classification of liabilities that may result should we be unable to continue
as a going concern.

A summary of our cash flows is as follows (in thousands):

 
Three Months Ended

March 31,
Year Ended

December 31,

 2021 2020 2020 2019

Cash flows (used in) provided by:     

Operating activities $(2,325) $(1,159) $(7,505) $(20,969)

Investing activities — (8) (151) (20,207)

Financing activities 2,697 500 9,111 39,764

Net increase (decrease) in cash and cash equivalents $ 372 $ (667) $ 1,455 $ (1,412)

Cash flows from Operating Activities

Cash used in operating activities increased $1.2 million, or 101%, during the three months ended March 31, 2021
compared to the three months ended March 31, 2020. Net loss from operations adjusted for non-cash expenses was
$2.7 million for the three months ended March 31, 2021 compared to $2.9 million for the comparable prior year
period. The increase in cash used in operating activities was driven by higher accounts receivable of $1.7 million
due to the timing of sales and collections and higher inventory spend of $1.5 million to maintain a steady level of
inventory as compared to the first quarter of 2020, where a large reduction in inventory occurred due to the
March 2020 pantry stocking related to the COVID-19 pandemic, partially offset by an increase in accounts payable
and other accrued expenses of $1.7 million.

Cash used in operating activities decreased $13.5 million, or 64%, during the year ended December 31, 2020
compared to the year ended December 31, 2019. Net loss from operations adjusted for non-cash expenses was
$7.7 million for the year ended December 31, 2020 compared to $22.2 million for the comparable prior year period.
The improvement was driven by an increase in revenue from the Halo acquisition and a reduction in sales and
marketing and customer service and warehousing expenses. While general and administrative expenses increased
$6.2 million for the year ended December 31, 2020 compared to the comparable prior year period, a majority of the
increase was related to non-cash expenses. As a percentage of revenue, cash expenses from general and
administrative activity decreased year over year, reflecting continued optimization and leverage of operating costs
as a combined company.

Cash flows from Investing Activities

Cash used in investing activities was $0.0 million during the three months ended March 31, 2021 and less than
$0.1 million during the three months ended March 31, 2020. The cash used in investing activities for the three
months ended March 31, 2020 was related to the purchase of property and equipment.

Cash used in investing activities decreased to $0.2 million during the year ended December 31, 2020 from
$20.2 million during the year ended December 31, 2019. The cash used in investing activities for the year ended
December 31, 2020 is related to the purchase of property and equipment. The cash used in investing activities for
the year ended December 31, 2019 is related to the Halo Acquisition.
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Cash flows from Financing Activities

Cash provided by financing activities was $2.7 million for the three months ended March 31, 2021 compared to
cash provided by financing activities of $0.5 million during the three months ended March 31, 2020. The cash
provided by financing activities for the three months ended March 31, 2021 was related to proceeds from the
January Private Placement of $4.0 million and cash received from warrant exercises of $1.3 million, partially offset
by net payments on the term loans of $2.1 million, net payments on the revolving line of credit of $0.4 million and
$0.1 million in debt issuance costs. Net cash provided by financing activities during the three months ended
March 31, 2020 was related to proceeds from the revolving line of credit.

Cash provided by financing activities decreased by $30.7 million, to $9.1 million, during the year ended
December 31, 2020 from $39.8 million during the year ended December 31, 2019. The cash provided by financing
activities for the year ended December 31, 2020 included proceeds of $18.1 million associated with the Series F
Private Placement, proceeds of $1.5 million from the June 2020 Notes, proceeds from warrant exercises of
$1.0 million, proceeds from the PPP loans of $0.9 million and net proceeds from the revolving line of credit of
$0.3 million, partially offset by a $12.5 million pay down on the term loan and debt issuance costs of $0.1 million.
Net cash provided by financing activities during the year ended December 31, 2019 included proceeds from short
term loan of $20.5 million, net proceeds from shares issued pursuant to private placement of $15.8 million, net
proceeds from the exercise of warrants of $4.0 million, proceeds from November 2019 notes of $2.8 million,
proceeds from an investor prepayment of $0.5 million and net proceeds from lines of credit of $0.4 million,
partially offset by a $1.9 million payment of a cash advance, payment of a related party note for $1.6 million and
$0.7 million of debt issuance costs.

Indebtedness

Our indebtedness includes a term loan, a revolving credit facility, various convertible notes payable, and PPP loans.
See “Note 10 - Debt” to our audited consolidated financial statements for the year ended December 31, 2020
included in this prospectus and “Note 7 - Debt” to our unaudited condensed consolidated financial statements for
the period ended March 31, 2021 included in this prospectus for more information.

Term loans and lines of credit

Facilities Agreement

On December 19, 2019, the Company entered into a Loan Facilities Agreement (the “Facilities Agreement”) by and
among the Company, as the borrower, the several lenders from time to time parties thereto (collectively, the
“Lenders”) and a private debt lender, as agent (the “Agent”). The Facilities Agreement provided for (i) a term loan
facility of $20.5 million and (ii) a revolving loan facility not to exceed $7.5 million. The term loan was scheduled to
mature on December 19, 2020 or such earlier date on which a demand was made by the Agent or any Lender, and
was extended as discussed below. The remaining revolving credit facility balance of $5.1 million was repaid in full
with a portion of the proceeds from the ABL Facility, discussed below, and resulted in a loss on debt
extinguishment of $0.1 million.

Certain directors and shareholders of the Company (“Shareholder Guarantors”) agreed to guarantee the Company’s
obligations under the Facilities Agreement up to an aggregate amount of $20.0 million pursuant to a Continuing
Guarantee between the Shareholder Guarantors and the lender under the Facilities Agreement (the “Shareholder
Guaranties”). As consideration for the Shareholder Guaranties, the Company issued common stock purchase
warrants to the Shareholder Guarantors in an amount equal to 0.054 warrants for each dollar of debt guaranteed by
such Shareholder Guarantors (the “Guarantor Warrants”).

On October 5, 2020, the Company paid down the term loan by $11.0 million using proceeds from the Series F
Private Placement. On October 29, 2020, the Company made an additional pay down on the term loan of
$1.0 million using additional proceeds from the Series F Private Placement.

On November 25, 2020, the Company entered into the fifth amendment to the Facilities Agreement, extending the
maturity date of the term loan to January 15, 2021.

ABL Facility

On July 16, 2020, the Company entered into a revolving line of credit with Citizens Business Bank in the aggregate
amount of $7.5 million (the “ABL Facility”). The proceeds of the ABL Facility were used (i) to repay all principal,
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interest and fees outstanding under the Company’s previous revolving credit facility and (ii) for general corporate
purposes. Debt issuance costs of less than $0.1 million were incurred related to the Company entering into this
revolving line of credit.

The ABL Facility was scheduled to mature on July 5, 2022 and bore interest at a variable rate of LIBOR plus
250 basis points, with an interest rate floor of 3.25% per annum. Accrued interest on the ABL Facility was payable
monthly commencing on August 5, 2020. The ABL Agreement provided for customary financial covenants, such as
maintaining a specified adjusted EBITDA and a maximum senior debt leverage ratio, that commenced on
December 31, 2020 and customary events of default, including, among others, those relating to failure to make
payment, bankruptcy, breaches of representations and material adverse effects.

The ABL Facility was secured by a general security interest on the assets of the Company and was personally
guaranteed by a member of the Company’s board of directors. As described below, in January 2021, the Company
prepaid all of the outstanding principal and interest under the ABL Facility in full and did not incur any prepayment
charges.

Wintrust Credit Facility

On January 6, 2021, Halo, Purely for Pets, Inc., a wholly owned subsidiary of Better Choice Company Inc.
(“Halo”) entered into a credit facility with Old Plank Trail Community Bank, N.A., an affiliate of Wintrust Bank,
N.A. (“Wintrust”) consisting of a $6.0 million term loan and a $6.0 million revolving line of credit, each scheduled
to mature on January 6, 2024 and each bearing interest at a variable rate of LIBOR plus 250 basis points, with an
interest rate floor of 2.50% per annum (the “Wintrust Credit Facility”). Accrued interest on the Wintrust Facility is
payable monthly commencing on February 1, 2021. Principal payments are required to be made monthly on the
term loan commencing February 2021 with a balloon payment upon maturity. The proceeds from the Wintrust
Credit Facility were used (i) to repay the principal, interest and fees outstanding under the ABL Facility and (ii) for
general corporate purposes. We applied extinguishment accounting to the outstanding balances of the ABL Facility
and term loan and recorded a loss on extinguishment of debt of $0.4 million during the three months ended
March 31, 2021. Debt issuance costs of $0.1 million were incurred related to the Wintrust Credit Facility.

The Wintrust Credit Facility subjects the Company to certain financial covenants, including the maintenance of a
fixed charge coverage ratio of no less than 1.25 to 1.00, tested as of the last day of each fiscal quarter. The
numerator in the fixed charge coverage ratio is the operating cash flow of Halo, defined as Halo EBITDA less cash
paid for unfinanced Halo capital expenditures, income taxes and dividends. The denominator is fixed charges such
as interest expense and principal payments paid or payable on other indebtedness attributable to Halo.

The Wintrust Credit Facility is secured by a general guaranty and security interest on the assets, including the
intellectual property, of the Company and its subsidiaries. The Company has also pledged all of the capital stock of
Halo held by the Company as additional collateral. Furthermore, the Wintrust Credit Facility is supported by a
collateral pledge by a member of the Company’s board of directors.

As of March 31, 2021, the term loan and line of credit outstanding under the Wintrust Credit Facility were
$5.8 million and $4.8 million, respectively, net of debt issuance costs of less than $0.1 million, respectively. As of
December 31, 2020, the previous term loan and line of credit outstanding were $7.8 million and $5.0 million,
respectively, net of debt issuance costs and discounts of less than $0.2 million and $0.2 million, respectively. The
debt issuance costs and discounts are amortized using the effective interest method.

As of March 31, 2021 and December 31, 2020, the Company was in compliance with its debt covenants.

Notes Payable

Our subordinated convertible notes were all issued with customary affirmative and negative covenants relating to
the incurrence of debt, prohibitions on liens and restricted payments and events of default such as failure to pay,
default on senior debt, and voluntary or involuntary bankruptcy or insolvency proceedings. It is also an event of
default if the Company’s common stock is suspended from trading or the failure of the common stock to be listed
on the OTC markets, the pink sheets, NASDAQ, NYSE or other national securities exchange in the United States or
Canada for a period of five (5) consecutive days or for more than ten (10) days in any 365-day period.
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As of December 31, 2020 and March 31, 2021, the Company was in compliance with all covenant requirements and
there were no events of default. All notes payable are subordinated to the short term loan and line of credit. The
notes payable will convert into shares of our common stock in connection with the offering contemplated by the
registration statement of which this prospectus forms a part.

PPP Loans

Pursuant to the Paycheck Protection Program (“PPP”) under Division A, Title I of the Coronavirus Aid, Relief, and
Economic Security Act (“CARES Act”) we received two PPP loans in response to the economic impact of COVID-
19. Under the terms of the PPP, certain amounts of the loans may be forgiven if they are used for qualifying
expenses as described in the CARES Act. While we believe we have used the entire loan amounts for qualifying
expenses and expect the full loan amounts to be forgiven, there can be no guarantee that we will receive forgiveness
of the PPP loans.

Contractual Commitments and Obligations

The Company is contractually obligated to make future cash payments for various items, including debt
arrangements, lease arrangements, as well as certain purchase obligations. See “Note 10 – Debt” to our audited
consolidated financial statements for the year ended December 31, 2020 included in this prospectus and “Note 7 -
Debt” to our unaudited condensed consolidated financial statements for the period ended March 31, 2021 included
in this prospectus for more information about our debt obligations. See “Note 8 – Operating leases” to our audited
consolidated financial statements for the year ended December 31, 2020 included in this prospectus for more
information about our lease obligations. Our purchase obligations include certain software subscriptions as well as
in-transit or in-production purchase orders with our suppliers, for which amounts vary depending on the purchasing
cycle. The majority of our software subscriptions are not under long-term contracts, and we do not have long-term
contracts or commitments with any of our suppliers beyond active purchase orders. These purchase obligations
were not material as of the date of this Annual Report.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements, as defined by applicable regulations of the SEC, that are
reasonably likely to have a current or future material effect on our financial condition, results of operations,
liquidity, capital expenditures or capital resources.

Critical Accounting Estimates

Our discussion and analysis of our financial condition and results of operations are based upon our consolidated
financial statements, which have been prepared in accordance with GAAP. The preparation of our consolidated
financial statements and related disclosures requires us to make estimates, assumptions and judgments that affect
the reported amounts of assets, liabilities, net sales, costs and expenses and related disclosures. We believe that the
estimates, assumptions and judgments involved in the accounting policies described below have the greatest
potential impact on our financial statements and, therefore, we consider these to be our critical accounting policies.
Accordingly, we evaluate our estimates and assumptions on an ongoing basis. Our actual results may differ from
these estimates under different assumptions and conditions. See “Note 1 – Nature of business and summary of
significant accounting policies” to our audited consolidated financial statements for the year ended December 31,
2020 included in this prospectus for a description of our significant accounting policies.

Accounting for Warrants

The fair value of warrants is estimated using a Monte Carlo and/or Black-Scholes valuation model. The assumptions
used in these models included the simulation of future stock prices based on future financing events, likelihood of
mandatory exercise of the warrants, and timing and likelihood of fundamental transactions, such as a change in
control. Both valuation methodologies use key inputs, including expected stock volatility, the risk-free interest rate,
the expected life of the option and the expected dividend yield. Expected volatility is calculated based on the
analysis of other public companies within the pet wellness and internet commerce (e-commerce) sectors. Risk-free
interest rates are calculated based on risk-free rates for the appropriate term. The expected life is estimated based on
contractual terms as well expected exercise dates. The dividend yield is based on the historical dividends issued by
the Company. The valuation of the warrants is subject to uncertainty as a result of the unobservable inputs. If the
volatility rate or risk-free interest rate were to change, the value of the warrants would be impacted.
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Warrants that are classified as liabilities due to the terms of the warrant obligation are measured at fair value on a
recurring basis at the end of each reporting period. The warrants accounted for as a derivative included a reset
function which is triggered if the Company issues or sells shares of common stock or common stock equivalents at
a price per share that is less than the exercise price of the warrants. Subsequent to the issuance of the warrants,
additional common stock equivalents were awarded, triggering the reset clause under the terms of the warrants.
Accordingly, the fair value analysis performed during the period ended December 31, 2019 included the impact of
the trigger. As a result, we recorded an adjustment to the derivative liability to reflect its fair value as of
December 31, 2019. Warrants that are classified as equity or considered compensation are measured at fair value on
a non-recurring basis on the date of issuance. See “Note 11 – Warrants” to our audited consolidated financial
statements for the year ended December 31, 2020 included in this prospectus and “Note 11 – Warrants” to our
unaudited condensed consolidated financial statements for the period ended March 31, 2021 included in this
prospectus for more information.

Share-Based Compensation

Share-based compensation expense is measured based on the estimated fair value of awards granted to employees,
directors, officers and consultants on the grant date. Forfeitures are accounted for as they occur, therefore there are
no forfeiture related estimates required.

The fair value of an option award is estimated on the date of grant using the Black-Scholes option valuation model,
which requires the development of input assumptions, as described in “Note 15 – Share-based compensation” to our
audited consolidated financial statements for the year ended December 31, 2020 included in this prospectus.
Determining the appropriate fair value model and calculating the fair value of share-based payment awards requires
the input of the subjective assumptions described in “Note 15 – Share-based compensation” to our audited
consolidated financial statements for the year ended December 31, 2020 included in this prospectus. The
assumptions used in calculating the fair value of share-based payment awards represent management’s best
estimates, which involve inherent uncertainties and the application of management’s judgment. See “Note 15 –
Share-based compensation” to our audited consolidated financial statements for the year ended December 31, 2020
included in this prospectus for more information.

Accounting for Convertible Notes

Notes payable consist of the November 2019 Notes, the Seller Notes, ABG Notes and June 2020 Notes. These
subordinated convertible notes were measured at fair value on a non-recurring basis. In connection with the
issuance of the June 2020 Notes, the Company lowered the maximum conversion price of the November 2019
Notes, Seller Notes and ABG Notes from $4.00 to $3.75, and as such, the Company was required to re-value these
notes. These notes were valued based on a risk-neutral Monte Carlo simulation-based approach. The stock price
was simulated based on a Geometric Brownian Motion process, with a trend equal to the risk-free rate. The fair
value analysis included assumptions about the probability of the occurrence of future events such as a change of
control and initial public offering. See “Note 10 – Debt” to our audited consolidated financial statements for the
year ended December 31, 2020 included in this prospectus for more information.

Goodwill Impairment

The Company evaluates goodwill for impairment at least annually. The Company monitors the existence of
potential impairment indicators throughout the year and will evaluate for impairment whenever events or
circumstances indicate that the fair value of a reporting unit is below its carrying value. Impairment testing is based
on the Company's current business strategy in light of present industry and economic conditions, as well as future
expectations.

When performing a quantitative assessment, the fair value units is determined using widely accepted valuation
techniques, including the discounted cash flow, guideline transaction and guideline company methods. These types
of analyses contain uncertainties because they require management to make significant assumptions and judgments
including: (1) an appropriate rate to discount the expected future cash flows; (2) the inherent risk in achieving
forecasted operating results; (3) long-term growth rates; (4) expectations for future economic cycles; (5) market
comparable companies and appropriate adjustments thereto; and (6) market multiples. When performing a
qualitative assessment, qualitative factors are assessed to determine whether the existence of events or
circumstances indicated that it was more likely than not that the fair value of the reporting unit was less than its
carrying amount. Fair value
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measurements used in the impairment review of goodwill are Level 3 measurements. See “Note 1 - Nature of
business and summary of significant accounting policies” to our audited consolidated financial statements for the
year ended December 31, 2020 included in this prospectus for further information about our policy for fair value
measurements. See “Note 9 – Intangible assets, royalties, and goodwill” to our audited consolidated financial
statements for the year ended December 31, 2020 included in this prospectus for more information.

Revenue

The Company applies judgment in the determination of the amount of consideration the Company receives from its
customers. Revenue is measured as the amount of consideration the Company expects to receive in exchange for
transferring goods. Revenue the Company recognizes varies with changes in trade incentives the Company offers to
its customers and their consumers, which is net of trade incentives and allowances. Trade incentives consist
primarily of customer pricing allowances and merchandising funds. Estimates of trade promotion expense and
coupon redemption costs are based upon programs offered, timing of those offers, estimated redemption/usage rates
from historical performance, management’s experience and current economic trends.

The TLC loyalty program is a membership club where members enjoy certain benefits including auto-shipments,
free shipping, VIP access to TruDog’s Happiness Concierge and invitations to secret sales only for TLC members
as well as earning reward points with every TLC order, which can be used to purchase TruDog products. For this
program, a portion of revenue is deferred at the time of the sale as points are earned based on the relative stand-
alone selling price, and not recognized until the redemption of the loyalty points. The Company has applied a
redemption rate based on historical experience. See “Note 3 – Revenue” to our audited consolidated financial
statements for the year ended December 31, 2020 included in this prospectus for more information.

Accounting for Business Combinations

We allocate the purchase price of an acquired entity to the assets and liabilities acquired based upon their estimated
fair values at the business combination date. We also identify and estimate the fair values of intangible assets that
should be recognized as assets apart from goodwill. A single estimate of fair value results from a complex series of
judgments about future events and uncertainties and relies heavily on estimates and assumptions. The estimated fair
values related to intangible assets primarily consist of customer relationships and trademarks which are determined
primarily using discounted cash flow models. Estimates in the discounted cash flow models include, but are not
limited to, certain assumptions that form the basis of the forecasted results (e.g. revenue growth rates, customer
attrition rates, and royalty rates). These significant assumptions are forward looking and could be affected by future
economic and market conditions. The carrying values of acquired receivables and trade accounts payable have
historically approximated their fair values at the business combination date. With respect to other acquired assets
and liabilities, we use all available information to make our best estimates of their fair values at the business
combination date.

Our purchase price allocation methodology contains uncertainties because it requires management to make
assumptions and to apply judgment to estimate the fair value of the acquired assets and liabilities. Management
estimates the fair value of assets and liabilities based upon quoted market prices, the carrying value of the acquired
assets and widely accepted valuation techniques, including discounted cash flows. Unanticipated events or
circumstances may occur which could affect the accuracy of our fair value estimates, including assumptions
regarding industry economic factors and business strategies.

In May 2019, the Company completed a reverse acquisition, resulting in the combined operations of TruPet and
Bona Vida. In December 2019, the Company acquired Halo. See “Note 2 – Acquisitions” to our audited
consolidated financial statements for the year ended December 31, 2020 included in this prospectus for more
information.

Income Taxes

Deferred taxes are recorded using an asset and liability approach. We recognize deferred tax assets and liabilities
for the expected future tax consequences of events that have been included in the consolidated financial statements
or tax returns. Deferred tax assets and liabilities are determined based on the difference between the consolidated
financial statement and tax bases of assets and liabilities and for loss and credit carryforwards using enacted tax
rates anticipated to be in effect for the year in which the differences are expected to reverse. Valuation allowances
are provided if, based upon the weight of available evidence and management's estimates and judgments, it is more
likely than not that some or all the deferred tax assets will not be realized. See “Note 18 – Income taxes” to our
audited consolidated financial statements for the year ended December 31, 2020 included in this prospectus for
more information.
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 BUSINESS

Our History

On December 17, 2018, Better Choice Company made a $2.2 million investment in TruPet, an online seller of pet
foods, pet nutritional products and related pet supplies. On February 2, 2019, Better Choice Company entered into a
definitive agreement to acquire the remainder of TruPet. In connection with the acquisition, 2,504,589 shares of
Better Choice Company common stock were issued to TruPet’s members for the remaining 93% of the issued and
outstanding membership interests of TruPet. We closed the acquisition on May 6, 2019.

On February 28, 2019, Better Choice Company entered into a definitive agreement to acquire all of the outstanding
shares of Bona Vida, an emerging hemp-based CBD platform focused on developing a portfolio of brand and
product verticals within the animal health and wellness space. In connection with the acquisition, 3,017,213 shares
of Better Choice Company common stock were issued to Bona Vida’s stockholders for all shares of Bona Vida’s
common stock outstanding immediately prior to the acquisition. We closed the acquisition on May 6, 2019.

On October 15, 2019, the Company entered into a Stock Purchase Agreement (as amended, the “Halo Agreement”)
with Halo, Thriving Paws, LLC, a Delaware limited liability company (“Thriving Paws”), HH-Halo LP, a
Delaware limited partnership (“HH-Halo” and, together with Thriving Paws, the “Sellers”) and HH-Halo, in the
capacity of the representative of the Sellers. Pursuant to the terms and subject to the conditions of the Halo
Agreement, among other things, we agreed to purchase from the Sellers one hundred percent (100%) of the issued
and outstanding capital stock of Halo. The aggregate consideration payable by us under the Halo Agreement was
$38.2 million, subject to customary adjustments for Halo’s net working capital, cash, and indebtedness, and
consisted of a combination of (i) cash, (ii) shares of our common stock, par value $0.001 per share, and
(iii) convertible subordinated notes and accompanying stock purchase warrants. We closed this acquisition, which
we refer to as the Halo Acquisition, on December 19, 2019.

Overview of Our Business

Better Choice is a growing animal health and wellness company focused on providing pet products and services
that help dogs and cats live healthier, happier and longer lives. Our mission is to become the most innovative
premium pet food company in the world, and we are motivated by our commitment to making products with
integrity and treating pets and their parents with respect. We believe that our portfolio of brands are well positioned
to benefit from the trends of growing pet humanization and an increased consumer focus on health and wellness,
and have adopted a laser focused, channel specific approach to growth that is driven by new product innovation.
Our executive team has a proven history of success in both pet and consumer-packaged goods, and has over
50 years of combined experience in the pet industry and over 100 years of combined experience in the consumer-
packaged goods industry.

We sell our premium products and super-premium products (which we believe generally includes products with a
retail price greater than $0.20 per ounce) under the Halo and TruDog brands, both of which have a long history of
providing high quality products to pet parents. Our diverse and established customer base has enabled us to
penetrate multiple channels of trade, which we believe enables us to deliver on core consumer needs and serve pet
parents wherever they shop. We believe this omni-channel approach has also helped us respond more quickly to
changing channel dynamics that have accelerated as a result of the COVID-19 pandemic, such as the increasing
percentage of pet food that is sold online. We group these channels of trade into four distinct categories: E-
Commerce, which includes the sale of product to online retailers such as Amazon and Chewy; Brick & Mortar,
which includes the sale of product to pet specialty chains such as Petco, PetSmart, select grocery chains and
neighborhood pet stores; Direct to Consumer (“DTC”) which includes the sale of product through our online web
platform to more than 20,000 unique customers and access to more than 500,000 active customer emails; and
International, which includes the sale of product to foreign distribution partners and to select international retailers.

New product innovation, through our own research and development activities as well as through acquisitions,
represents the cornerstone of our growth plan, and our established supply and distribution infrastructure allows us
to bring new products to market in generally nine months. Our flexible and scalable outsourced manufacturing
model also promotes innovation, as we are able to offer a wide variety of dog and cat food products under the Halo
and TruDog brands that serve many different consumer needs. Founded in 1986, the Halo brand consists of a
diversified, premium natural dog and cat portfolio, with products derived from real whole meat, no rendered meat
meal and non-genetically modified (non-“GMO”) fruits and vegetables, unlike many other kibble and canned
products currently in the marketplace. In addition to its dry kibble and canned wet food offering, Halo also has a
successful
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line of freeze-dried treats for dogs and cats and a growing line of award-winning vegan products for dogs. Founded
in 2013, the TruDog brand offers ultra-premium, freeze-dried raw dog food, toppers, treats and supplements sold
predominantly on its DTC website. Freeze-dried raw dog food is one of the fastest growing sub-categories of
premium pet food, with Packaged Facts reporting 39% year-over-year growth in the sub-category in 2019. We
believe that both brands are positioned to take advantage of pet parents’ increasing desire to feed only the highest
quality ingredients to their pets, and that there will continue to be innovative opportunities for brand consolidation
over time.

Supply, Manufacturing and Logistics

Our products sold under the Halo brand are made strictly from naturally raised animals on sustainable farms and are
manufactured in the United States. By sourcing cage-free poultry, pasture-raised beef, and wild-caught fish from
certified sustainable fisheries and not including meat meals or other animal byproducts in its formulations, Halo is
able to provide pets and pet parents with a nutritious and highly digestible suite of food and treats. Halo partners
with a number of co-manufacturing partners to produce its products. Halo’s dog and cat foods meet The
Association of American Feed Control Officials (“AAFCO”) guidelines and are small-batch tested for common
contaminants prior to leaving the manufacturer.

Our products sold under the TruDog brand are manufactured and sourced from a variety of third-party suppliers in
both the United States and New Zealand and use healthy, natural ingredients, with all purchases transacted in
U.S. dollars. Many products are preserved using either freeze drying or gentle air dehydration to eliminate the need
for artificial preservatives and added chemicals. Our treats and chews are oven-baked, using natural ingredients for
maximum nutrition and protein content. Like Halo, TruDog raw dog foods meet AAFCO guidelines and are small-
batch tested for common contaminants prior to leaving the manufacturer.

We utilize logistics service providers as a part of our supply chain, primarily for shipping and logistics support.
Fulfillment of orders for both the Halo and Trudog brands is managed by a third-party warehousing and logistics
partner based in Lebanon, Tennessee. Our DTC ecosystem allows us to efficiently manage and customize the
online shopping experience for customers, including a customer dashboard where shoppers can manage and track
orders and order history. Our products are shipped by trusted carriers for expeditious and reliable delivery.

The Global Pet Food and Treat Market

The United States represents the largest and most developed market for pet food globally, with food and treats
accounting for approximately $39 billion of consumer sales in 2019, or 36% of the total US pet care market,
according to AlphaWise and Morgan Stanley Research. According to the American Pet Product Association,
between 66% and 70% of all households in the United States own a pet, equating to a total pet population of more
than 130 million companion animals and an average of 1.7 pets per household. Pet spending represents a
significant portion of household spend on consumer products, as this translates to an average annual spend on pet
care of more than $1,500 per pet owning household, per Alphawise and Morgan Stanley Research, with $460 of
this spend attributed to pet food and treats, per Packaged Facts.

  

Historically, consumer spending on pets grew at an approximately 3% CAGR in the decade leading up to the
COVID-19 pandemic, driven by steady annual increases in household pet ownership of approximately 1%, the
continued premiumization of the category and the humanization of pets. These industry tailwinds have been
magnified in the post-COVID landscape, as stay-at-home orders have driven a more than tripling of annual pet
ownership growth alongside fundamental changes in consumer purchasing behavior. This surge in pet acquisition
has
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led to a dramatic increase in the forecasted growth of the pet care industry over the next ten years, with Morgan
Stanley Research estimating an 8% CAGR and a total market size of approximately $275 billion by 2030.
Comparatively, Packaged Facts recently increased their projected 2021 growth rate for U.S. retail sales of pet food
and supplies from 5% to 8%, suggesting that this shift is well underway.

According to the American Pet Product Association’s COVID-19 Pulse Studies, approximately 10% of respondents
got a new pet during the pandemic, resulting in the housing of more than 11 million pets. Beyond the estimated
$3.2 billion permanent increase to annual spend on pet food and treats, this “Pet Boom” was driven by the
acceleration of pet ownership by millennial and Gen-Z households. From a demographic perspective, younger pet
owners are more likely to spend a higher percentage of their income on pets, treat their pet as an important member
of the family and to purchase products from pet specialty and online retailers rather than from grocery stores.
Along these lines, women are 3.2 times more interested in purchasing pet food than men, and are 2.4 times more
likely to engage with search ads than men, per an internally commissioned study conducted by RPA Advertising.
Taken holistically, these traits suggest a preference to purchase more premium and super-premium pet food and
treats from brands like Halo and Trudog, with a tendency to purchase products in the channels where we compete.
This is also supported quantitatively, with 79% of our target demographic willing to pay more for high quality pet
food per Mintel Group Ltd.

 

Globally, Asia is the second largest market for pet products, with China representing the largest market opportunity
for growth. Like the United States, growth in the Asian pet care industry has been driven by dramatic increases in
household pet ownership. We believe that growth in Asia is fueled by increasing levels of economic financial status
and demand for premium, western manufactured products as a result of product quality concerns. This demand has
been supported by a rapidly growing middle class in China, where a recent McKinsey report estimated that in 2018
roughly 730 million people in urban areas fell into the income categories of “aspirants” and “affluents,” with the
Brookings group estimating that ~60 million people are added to these income categories each year. We believe
that this growth drove the increase in the number of dog-owning Chinese households as measured by Euromontior,
which increased from 12% in 2015 to 20% in 2020, according to Euromonitor. Although significantly lower than
the nearly 50% of households that own a dog in the United States, there are already more companion animals in
China due to sheer population size. According to Euromonitor, the Chinese market for premium dry dog and cat
food is anticipated to grow at a 20% CAGR and 28% CAGR, respectively, from 2015 through 2025, suggesting
that the Chinese pet market has significant room for growth in the foreseeable future. We are focused on targeting
Chinese pet owners with the highest willingness to pay, which tend to be urban dwelling millennial and Gen-Z
women. In 2020, 80% of our products were purchased online, and approximately 50% of our end-consumers were
born after 1990.

Our Products and Brands

We have a broad portfolio of over 100 active premium and super premium animal health and wellness products for
dogs and cats includes products sold under the Halo and TruDog brand across multiple forms, including foods,
treats, toppers, dental products, chews, grooming products and supplements. Our products consist of naturally
formulated premium kibble and canned dog and cat food, freeze-dried raw dog food and treats, vegan dog food and
treats, oral
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care products, supplements and grooming aids. Our products sold under the Halo brand are sustainably sourced,
derived from real whole meat and no rendered meat meal and include non-GMO fruits and vegetables. Our
products sold under the TruDog brand are made according to our nutritional philosophy of fresh, meat-based
nutrition and minimal processing.

We offer our customers over 100 active stock keeping units (“SKUs”), and all of our products are sold under the
Halo, TruDog, or Rawgo! brand name, with ingredients, packaging and labeling customized by SKU.

Our products are manufactured by an established network of co-manufacturers in partnership with Better Choice.
The Company has maintained each of its key co-manufacturing relationships for more than four years, with certain
relationships in place for more than ten years. All Halo and TruDog products are co-manufactured in the United
States and our third-party warehousing and logistics provider, Fidelitone, is located in Lebanon, TN.

Although Bona Vida remains a wholly owned subsidiary of the Better Choice Company, as of March 31, 2021
Better Choice does not currently sell or market any CBD products, does not currently own any CBD related
inventory or raw materials and does not currently have plans to re-enter the CBD market at this time.

Our Customers and Channels

In 2020, we generated $52.0 million of gross sales and $42.6 million of net sales. By channel in 2020, E-
Commerce generated approximately $20 million of gross sales and $14 million of net sales, Direct-to-Consumer
generated approximately $12 million of gross sales and $11 million of net sales, Brick & Mortar generated
approximately $11 million of gross sales and $9 million of net sales and International generated approximately $9
million of gross sales and $9 million of net sales. The following chart provides a breakdown of our net sales by
channel for the year ended December 31, 2020:

 

In 2020, 59% of our net sales were made online, through a combination of E-Commerce partner websites, such as
Amazon, Chewy, Petflow, Thrive Market and Vitacost, and our Direct-to-Consumer website, hosted on Shopify.
A majority of our online sales are driven by repeat purchases from existing customers, and in the first quarter of
2021 63% of consumer purchases on Chewy, 39% of consumer purchases on Amazon and 48% of consumer
purchases on our DTC website were made by monthly subscribers. Although industry-wide E-Commerce sales have
retreated somewhat following the March 2020 pantry stocking, the sale of pet food and supplies online has
increased 35% year-over-year according to Packaged Facts, with subscription sales nearly equal to the March 2020
peak. We anticipate our ability to reach a growing base of diverse customers online will continue to improve as E-
Commerce penetration increases as consumers continue to shift to online purchases. At the same time, we believe
that our long-established relationships with key Brick & Mortar customers will enable us to jointly launch new
products in the future that are designed for in-store success.

In addition to our domestic sales channels, international sales, under the Halo Brand, grew 95% in 2020,
representing 20% of total net sales. This growth was driven primarily by Halo’s ability to secure Product Import
Registrations for 15 dog and cat food diets from the Ministry of Agriculture and Rural Affairs of China (“MOA”) in
June 2020. We believe that our growth in Asia is fueled by increasing levels of economic financial status and
demand for premium and super-premium, western manufactured products, with China representing the largest
market opportunity for growth and 48% of Better Choice’s international sales in 2020.
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Sales and Marketing

Our marketing strategies are designed to clearly communicate to consumers about the benefits of our products and
to build awareness of our brands. We deploy a broad set of marketing tools across various forms of media to reach
consumers through multiple touch points and engage with a number of marketing agencies to develop content and
product packaging. Our marketing initiatives include the use of social and digital marketing, Search Engine
Optimization, email and SMS marketing, and paid media (Facebook, Instagram & YouTube), among other proven
strategies to generate and convert sales prospects into loyal, satisfied customers. In addition to directly targeting and
educating consumers of our products, we partner with a number of retailers such as Amazon, Chewy and Petco to
develop joint sales and marketing initiatives to increase sales and acquire new customers.

As a result of the COVID-19 pandemic and related stay at home orders, consumer purchasing behaviors have
shifted dramatically in the U.S. According to the U.S. Department of Commerce, E-Commerce penetration
increased from 13% in 2019 to 34% at the end of Q1 2020. Although approximately 59% of Better Choice’s sales
are made online today, we remain committed to partnering with select Brick & Mortar retailers in pet specialty and
neighborhood pet, as in-store recommendation and trial represent a significant opportunity for new customer
acquisition. We believe that these in-store partnerships are complementary to the incentives that our E-Commerce
partners offer to drive monthly subscriptions, and build upon the recurring revenue that we generate online.

Competition

The pet health and wellness industry is highly competitive. Competitive factors include product quality,
ingredients, brand awareness and loyalty, product variety, product packaging and design, reputation, price,
advertising, promotion, and nutritional claims. We believe that we compete effectively with respect to each of these
factors.

We compete with manufacturers of conventional pet food such as Mars, Nestlé and Big Heart Pet Brands (part of
the J.M. Smucker Company), and manufacturers of specialty and natural pet food such as Blue Buffalo (part of
General Mills), Wellness, Fromm, Orijen, Merrick (part of Nestlé), Stella and Chewy, I and Love and You, and
Freshpet. In addition, we compete with many regional niche brands in individual geographic markets.

Our Competitive Strengths

We have a number of distinct competitive advantages that result from our deep industry expertise, channel specific
approach, position in the market and broad portfolio of products.

• Portfolio of Established Premium and Super-Premium Pet Brands With a History of Success. We believe
that both the Halo and Trudog brands are well positioned to take advantage of pet parents’ increasing
desire to feed only the highest quality ingredients to their pets, and that there will continue to be
innovative opportunities for brand consolidation over time. Today, the Halo and TruDog brands are
focused on serving consumers in the United States, Canada and select Asian markets including China.

• Online Recurring Revenue Represents Significant Percentage of Total Sales. We believe that customers
who purchase products on a monthly subscription tend to be high value, long-term customers. In order to
increase the number of customers that subscribe to purchase our products, we offer incentives alongside
our E-Commerce partners, which often take the form of a discounted initial subscription order and a
small discount on each subsequent purchase. In the first quarter of 2021, 63% of end-consumer sales on
Chewy were placed by subscribers, 39% of end-consumer sales on Amazon were placed by subscribers
and 48% of DTC sales made on our website were placed by subscribers. In the aggregate, more than 30%
of Better Choice’s total sales in the first quarter of 2021 can be attributed to end-customer subscription.
According to Packaged Facts, roughly one third of pet food purchases made online were placed via
subscription, indicating that this is a relative competitive strength.

• Exposure to Fastest Growing Sub-Sectors of Premium Pet. Freeze-dried raw dog food is one of the fastest
growing sub-categories of premium pet food, with Packaged Facts reporting 39% year-over-year growth
in the sub-category in 2019. According to Packaged Facts’ March 2020 Consumer Survey, 4% of pet
owners are using vegetarian formulations, with a growing percentage of consumers focused on
ingredients that are sustainably sourced and utilized. We believe we are well positioned to take advantage
of these growing sub-sectors through Halo’s successful line of freeze-dried treats for dogs and cats and a
growing line of award-winning vegan products for dogs and TruDog’s ultra-premium, freeze-dried raw
dog food, which represents a majority of its sales.
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• Asset Light Model with Established Long Term Co-Manufacturing Partners. Our products are
manufactured by an established network of co-manufacturers in partnership with Better Choice.
The Company has maintained each of its key co-packing relationships for more than four years, with
certain relationships in place for more than 10 years. Four co-manufactures account for more than 95% of
our food and treat related purchases and all of our core products are co-manufactured in the United States.
Our products meet stringent requirements to ensure compliance with required and voluntary regulatory
groups, including AAFCO, the Marine Stewardship Council (MSC) and the Global Animal Partnership
(GAP). In addition, we constantly evaluate the capabilities of our co-manufactures to ensure continuity of
supply in addition to holding what we believe are sufficient safety stocks of product on hand in the event
of supply chain disruptions.

• Rapidly Growing International Presence. In 2020, the Halo brand achieved $8.6 million in sales,
representing 95% growth year-over-year. We believe that growth in Asia is fueled by increasing levels of
economic financial status and demand for premium and super-premium, western manufactured products,
with our sales currently concentrated in the high growth markets of China, Korea, Japan and Taiwan.

• Key Competitive Advantages in Chinese Market. In 2020, 48% of our international sales were made in
China. We believe several factors give us an advantage in China relative to our competition, including
that (1) we have secured approval from the Chinese Ministry of Agriculture to sell 15 dry diets in
mainland China, which is typically a multi-year process for first time applicants; (2) we have a multi-year
distribution partner in Penefit, with a dedicated team of more than 20 individuals in-country that are
focused solely on selling the Halo brand; and (3) we have established supply chain partners with
whitelisted approval to import product.

• Executive Team Purpose Built for Success in Pet Industry. Our executive team has over 50 years of
combined experience in the Pet Industry, and has led multiple brands, such as Nutro, Merrick and Solid
Gold, to successful exits.

Our Growth Strategy

• Strong Innovation Pipeline. We have a robust and growing pipeline of new products, and believe our size
is an advantage – we are nimble enough to quickly bring new products to market, but large enough to
benefit from strong existing customer relationships and established economies of scale with our co-
manufacturers. Most notably, in 2022 we plan to introduce a new Halo sub-brand for pet specialty stores,
an update to our existing Halo Holistic sub-brand and an expansion of our vegan and freeze-dried lines.

• Ability to Leverage Differentiated Omni-Channel Strategy for Growth. We believe that we can leverage
our differentiated omni-channel strategy to design and sell products purpose-built for success in specific
channels while maintaining our ability to leverage marketing and sales resources cross-channel. We
believe that this strategy will allow us to deliver on core consumer needs, maximize gross margin and
respond to changing channel dynamics that have accelerated because of the COVID-19 pandemic. For
example, we can take learnings from the online environment, which represented 59% of our 2020 sales, to
the offline environment, which we see as poised for growth at pet specialty stores in 2022. This approach
will be under a single banner brand, Halo.

• Capitalize on continuing trends of pet humanization. We believe our combination of innovative products
designed specifically for certain channels can assist our growth to become a leader in the premium and
super-premium categories across dog and cat food. With an average of more than $500 spent annually on
pet food per pet owning household and the number of pet owning households increasing, we believe that
the super-premium sub-category is poised to be among the fastest growing segments of pet care spending.

• Well Positioned to Capitalize On a Once-in-a-Generation Demographic Shift in China. We believe that
China represents the largest macro-growth opportunity in the global pet food industry. In China, the
number of households that own a pet has doubled in the last five years, with younger pet owners leading
growth. Even though the absolute number of Chinese households that own a pet recently surpassed that
same figure in the US, only 20% of Chinese households own a pet, compared to 67% in the United States.
This has translated to a 28% annual growth rate in the premium dry cat food market, and a 20% annual
growth rate in the dry dog food market. In 2020, more than 50% of Chinese consumers that purchased
our products were born after 1990, and approximately 80% made those purchases online.
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• Ability to Pursue Strategic Acquisitions. In 2019, we successfully closed the Halo and TruPet
acquisitions. We remain committed to locating the right assets that meet our investment criteria. Through
our longstanding industry contacts we are able to source proprietary opportunities and transactions.
Our preference is to maintain the asset light business model we currently operate and identify products
and brands that are complementary to our existing portfolio. We have a wide scope of systems in place to
ensure scalable success and reduce integration risk, including a world class enterprise resource planning
or ERP system, NetSuite, a fully scaled and outsourced IT provider (Chelsea Technologies) and a
platform to effectively meet public company reporting requirements (Workiva). Furthermore, our public
company structure has historically enabled Better Choice to offer transaction consideration in the form of
cash and stock. We have a robust pipeline of potential acquisitions which we expect to pursue in the form
of pre-process and direct founder dialogue discussions.

 

Raw Materials and Principal Suppliers

We rely upon the supply of raw materials that meet our specifications, such as USA farm-raised beef, Global
Animal Partnership Certified Step 2 (“GAP 2”) cage-free whole chicken and associated broths, GAP 2 certified
cage-free whole turkey and associated broths, Marine Stewardship Council (“MSC”) certified wild-caught salmon
and MSC certified wild-caught whitefish and associated broths, and select non-GMO fruits and vegetables, such as
peas, sweet potatoes and lentils. If any raw material is adulterated and does not meet our specifications, it could
significantly impact our ability to source manufactured products and could materially and adversely impact our
business, financial condition and results of operations.

We rely on Alphia, Inc. (“Alphia” f/k/a “C.J. Foods”) for the supply and co-manufacturing of dry kibble sold under
the Halo brand, Simmons Pet Food, Inc. (“Simmons”) for the supply and co-manufacturing of the majority of
canned wet food sold under the Halo brand, BrightPet Nutrition Group, LLC (“BrightPet”) for the supply and co-
manufacturing of vegan kibble and freeze dried treats sold under the Halo Brand and Carnivore Meat Company,
LLC (“Carnivore”) for the supply and co-manufacturing of freeze-dried food and treats sold under the TruDog
brand. Together, CJ Foods, Simmons, and Carnivore represent more than 75% of product volume sold across the
Better Choice platform. In addition, we sourced approximately 76% of inventory purchases from three vendors for
the year ended December 31, 2020 and approximately 74% from one vendor for the year ended December 31,
2019.

Employees and Human Capital Resources

As of June 11, 2021, we had 44 employees, all of whom are full-time. Our employees are not represented by any
labor union or any collective bargaining arrangement with respect to their employment with us. We have never
experienced any work stoppages or strikes as a result of labor disputes. We believe that our employee relations are
good.

Our human capital resources objectives include, as applicable, identifying, recruiting, retaining, incentivizing and
integrating our existing and additional employees. The principal purposes of our equity incentive plans are to
attract, retain and motivate selected employees, consultants and directors through the granting of stock-based
compensation awards.
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Many of our employees, including members of our management team, have been reporting to work remotely due to
the COVID-19 outbreak, which has resulted in the closure of our offices in Florida, Ohio and New York.
Our operations or productivity may continue to be impacted throughout the duration of the COVID-19 outbreak
and government-mandated closures.

Government Regulation

The regulation of animal food products in the United States is complex, multi-faceted, and currently undergoing
significant change. The U.S. Food and Drug Administration (“FDA”), the U.S. Federal Trade Commission
(“FTC”), the U.S. Department of Agriculture (“USDA”) and other regulatory authorities at the federal, state and
local levels, as well as authorities in foreign countries, extensively regulate, among other things, the research,
development, testing, composition, manufacture, import, export, labeling, storage, distribution, promotion,
marketing, and post-market reporting of animal foods. We, along with our third-party contractors, are required to
navigate a complex regulatory framework in the countries in which we wish to manufacture, test, import, export, or
sell our products.

We are also subject to labor and employment laws, laws governing advertising, privacy laws, safety regulations and
other laws, including consumer protection regulations that regulate retailers or govern the promotion and sale of
merchandise. Our operations, and those of our distributors and suppliers, are subject to various laws and regulations
relating to environmental protection and worker health and safety matters. We monitor changes in these laws and
believe that we are in material compliance with applicable laws.

See additional information under the heading “Risks Related to the Regulation of our Business and Products” in this
prospectus for a discussion of risks relating to federal, state, local and international regulation of our business.

FDA Regulation of Animal Foods

The FDA regulates foods, including foods intended for animals, under the Federal Food, Drug and Cosmetic Act
(“FDCA”) and its implementing regulations. The FDCA defines “food” as articles used for food or drink for man or
other animals, which includes products that are intended primarily for nutritional use, taste, or aroma and the
components of such products. For animal foods in particular, this definition applies based on their intended use
regardless of labelling as animal food, treats, or supplements. The FDA also imposes certain requirements on
animal foods relating to their composition, manufacturing, labeling, and marketing. Among other things, the
facilities in which our products and ingredients are manufactured must register with the FDA, comply with current
good manufacturing practices (“cGMPs”) and comply with a range of food safety requirements.

Although pet foods are not required to obtain premarket approval from the FDA, any substance that is added to or
is expected to become a component of a pet food must be used in accordance with a food additive regulation, unless
it is generally recognized as safe (“GRAS”) under the conditions of its intended use or if it appears on an FDA-
recognized list of acceptable animal food ingredients in the Official Publication of the Association of American
Feed Control Officials (“AAFCO”). A food may be adulterated if it uses an ingredient that is neither GRAS nor an
approved food additive, and that food may not be legally marketed in the United States.

The labeling of pet foods is regulated by both the FDA and state regulatory authorities. FDA regulations require
proper identification of the product, a net quantity statement, a statement of the name and place of business of the
manufacturer or distributor and proper listing of all the ingredients in order of predominance by weight.
The FDA also considers certain specific claims on pet food labels to be medical claims and therefore subject to
prior review and approval by the FDA. For example, pet food products that are labeled or marketed with claims that
may suggest that they are intended to treat or prevent a specific disease in pets would potentially meet the statutory
definitions of both a food and a drug.

The FDA recently issued guidance containing a list of specific factors it will consider in determining whether to
initiate enforcement action against such products if they do not comply with the regulatory requirements applicable
to drugs, including, among other things, whether the product is only made available through or under the direction
of a veterinarian and does not present a known safety risk when used as labeled. The FDA may classify some of our
products differently than we do and may impose more stringent regulations which could lead to possible
enforcement action.

Under the FDCA, the FDA may require the recall of an animal food product if there is a reasonable probability that
the product is adulterated or misbranded, and the use of or exposure to the product will cause serious adverse health
consequences or death. In addition, pet food manufacturers may voluntarily recall or withdraw their products from
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the market. If the FDA believes that our products are adulterated, misbranded or otherwise marketed in violation of
the FDCA, the agency make take further enforcement action, including:

• restrictions on the marketing or manufacturing of a
product;

• required modification of promotional materials or issuance of corrective marketing
information;

• issuance of safety alerts, press releases, or other communications containing warnings or other safety
information about a product;

• warning or untitled
letters;

• product seizure or
detention;

• refusal to permit the import or export of
products;

• fines, injunctions, or consent decrees;
and

• imposition of civil or criminal
penalties.

Chinese Regulations

General Administration of Quality Supervision, Inspection and Quarantine of the People’s Republic of China
(“AQSIQ”) is responsible for the unified inspection and quarantine of imported pet food (also referred to in the
regulations as “Feed”). Only registered pet food manufacturers from AQSIQ approved countries (which includes
the United States as an approved county) can import pet food to China, and such registered manufacturers may do
so only if they have first received an import registration certificate from the Ministry of Agriculture. In order to
obtain an import registration certificate, a manufacturer must submit standardized application materials (in both
English and Chinese) along with product samples to the Ministry of Agriculture for approval, and if approved, such
import registration certificate shall be valid for five years. Overseas companies are also prohibited from engaging in
the direct sale of imported pet food within the territory of China and should establish a sales organization or appoint
a sales agent within the territory of China and file a record with the Ministry of Agriculture within six months from
the date the manufacturer obtains its import registration certificate. All imported pet food must be packaged, and
the packaging must comply with China's safety and hygiene regulation and must have Chinese labels that are in
conformity with the relevant regulations.

Our Trademarks and Other Intellectual Property

We believe that our intellectual property has substantial value and has contributed significantly to the success of
our business. Our trademarks are valuable assets that reinforce our brand, our sub-brands and our consumers’
perception of our products. The current registrations of these trademarks in the U.S. and foreign countries are
effective for varying periods of time and may be renewed periodically, provided that we, as the registered owner, or
our licensees where applicable, comply with all applicable renewal requirements including, where necessary, the
continued use of the trademarks in connection with the goods or services identified in the applicable registrations.
In addition to trademark protection, we have registered more than 100 domain names, including www.trupet.com,
www.trudog.com, www.rawgo.com, www.halopets.com, www.orapup.com and www.bonavida.com, that are
important to the successful implementation of our marketing and advertising strategy. We rely on and carefully
protect unpatented proprietary expertise, recipes and formulations, continuing innovation and other trade secrets to
develop and maintain our competitive position.

In April 2019, we entered into an intellectual property license with Elvis Presley Enterprises, LLC, pursuant to
which we licensed the image, likeness, and persona of Elvis Presley and an associated trademark (“Houndog”) for
use in the United States and Canada (subject to a territorial restriction in the geographical area surrounding
Memphis, Tennessee) in connection with the advertisement, promotion and sale, via approved distribution channels,
of certain of our CBD-infused animal health and wellness products. In January 2020, we terminated the agreement
with no further obligations under the agreement.

Corporate Information

We were incorporated in the State of Nevada in 2001 under the name Cayenne Construction, Inc., and in 2009,
changed our name to Sports Endurance, Inc. Effective March 11, 2019, we changed our name to Better Choice
Company Inc. after reincorporating in Delaware. Our principal executive offices are located at 12400 Race Track
Road, Tampa, FL 33626, and our telephone number is (813) 659-5921.
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We have three subsidiaries – Halo, Purely for Pets, inc., TruPet LLC and Bona Vida, Inc. Our website is available
at https://www.betterchoicecompany.com.

Our website and the information contained on or connected to that site are not, and should not be deemed to be part
of or incorporated into, this prospectus.

Properties

Our principal place of business is located at 12400 Race Track Road, Tampa, FL 33626, which consists of
approximately 5,000 square feet of office space which we lease. Our lease for this location is scheduled to expire on
January 31, 2023. We have a lease at 4025 Tampa Road, Oldsmar, FL 34677, which consists of approximately
9,200 square feet and formerly housed our customer care center. Our lease for this location is scheduled to expire
on October 31, 2022. We do not own any properties or land.

We believe our facilities are adequate and suitable for our current needs and that suitable additional or alternative
space will be available if the need arises in the future.

Legal Proceedings

From time to time, we are subject to litigation and other proceedings that arise in the ordinary course of our
business. Subject to the inherent uncertainties of litigation and although no assurances are possible, we believe that
there are no pending lawsuits or claims that, individually or in the aggregate, will have a material adverse effect on
our business, financial condition or our yearly results of operations.
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 MANAGEMENT

Board of Directors and Executive Officers

The following table sets forth the names, ages and positions of our executive officers and directors. Directors will
be elected at our annual meeting of stockholders and serve for one year or until their successors are elected and
qualify. Officers are elected by the Board and their terms of office are, except to the extent governed by
employment contract, at the discretion of the Board.

Name Age Position

Scott Lerner 49 Chief Executive Officer

Sharla Cook 40 Chief Financial Officer

Donald Young 57 Executive Vice President, Sales

Robert Sauermann 29 Executive Vice President, Strategy

Michael Young 42 Chairman of the Board of Directors

Jeff D. Davis 60 Director

Gil Fronzaglia 59 Director

Lori Taylor 51 Director

John M. Word III 71 Director

Scott Lerner. Mr. Lerner was appointed as Chief Executive Officer of the Company in January 2021. Prior to
joining the Company, Mr. Lerner served as the Chief Executive Officer of Farmhouse Culture from October 2018
t o January 2021 and as the Chief Executive Officer of Kernel Season’s from January 2015 to October 2018.
Previously, Mr. Lerner held positions with PepsiCo, ConAgra Foods and Kimberly-Clark, where he managed
brands such as Naked Juice, Quaker Oats, Scott Tissue and Parkay Margarine. In 2008, Scott created his own
functional beverage brand called Solixir, exiting in 2014. Following the sale of Solixir, Scott partnered with the
private equity group VMG partners to become the CEO of Kernel Season’s.

Sharla Cook. Sharla Cook was appointed as our Chief Financial Officer in October 2020 after having served as
Vice President, Finance and Accounting since May 2020. Prior to joining the Company, Ms. Cook served as Vice
President, Accounting, and Corporate Controller at InvestRes from May 2019 until April 2020. Prior to that,
Ms. Cook was Corporate Controller at Checkers Drive-In Restaurants, Inc. from December 2015 until April 2019
and prior to that, Senior Director of SEC Reporting at Syniverse Technologies, Inc. Ms. Cook is a Certified Public
Accountant in the state of Florida and holds a Bachelor of Science in Accounting from Southeastern University.

Donald Young. Mr. Young joined Better Choice Company in January of 2021 with more than 29 years of
experience leading the sales organizations of several pet specialty pet food brands including The Nutro Company
(Natural Choice, MAX, and Greenies Brands) and Merrick Pet Care, Inc. (Merrick, Backcountry, Purrfect Bistro
and Fresh Kisses Brands). Following his service at The Nutro Company, Mr. Young joined Merrick Pet Care’s Pet
Specialty business from 2010 – 2020 as Vice President of Sales. Donald has also been recognized by his peers in
the Pet Industry for his track record of success, including recognition as one of Pet Age Magazine’s 2019 ICON
Winners.

Robert Sauermann. Mr. Sauermann joined Better Choice Company in December 2019, concurrent with the
acquisition of Halo, and currently serves as the Executive Vice President of Strategy & Finance for Better Choice.
Prior to joining the Halo team full-time in October 2019 as its Chief Strategy Officer, Mr. Sauermann served as an
Investment Professional at Pegasus Capital Advisors from 2016 to 2019. In that role, he also served on the board of
Halo from 2017 through 2019. Mr. Sauermann previously served on the boards of Organix Recycling, National
Strategies, and currently serves on the board of SGV International. Mr. Sauermann began his career at Credit Suisse
in New York. Mr. Sauermann is a graduate of Harvard College and holds a degree in Economics and Earth and
Planetary Science.

Michael Young. Mr. Young has served as our Chairman since December 2018. Mr. Young is a founding partner of
Cottingham Capital, an investment company focused on real estate and technology investment, where he has
served as Managing Partner since its inception in January 2017. Prior to January 2017, Mr. Young served as the
Managing Director and Co-Head of Trading of GMP Securities, L.P., a Canadian investment bank, beginning in
May 2003. Mr. Young currently serves on the boards of Aerues Inc., an anti-microbial copper coating technology
company, and XIB I Capital Corp., a capital pool company, and was previously on the boards of Nuuvera Corp. and
ICC Labs.
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Mr. Young holds a diploma in Finance from George Brown College. We believe Mr. Young’s qualifications to
serve as a director of our Company include his extensive senior level executive management and trading
experience in the Canadian and U.S. capital markets and his experience on other public company boards of
directors.

Jeff D. Davis. Mr. Davis has served as a director of the Company since March 2019. Mr. Davis founded Molio Inc.,
a venture-backed, creative and media analytics agency, where he has served as Chief Executive Officer since
February 2015. Prior to founding Molio Inc., Mr. Davis served as director and Chief Executive Officer of Orabrush
Inc., a recognized Google e-commerce startup business focused on YouTube advertising for oral care products.
Mr. Davis has also served in a variety of leadership positions at Procter & Gamble in 5 different countries over
20 years, where he spent time in numerous product sectors including consumer-packaged goods, pharmaceuticals
and beauty. Mr. Davis holds a Bachelor of Science in Marketing and a Bachelor of Arts in German from the
University of Utah. We believe Mr. Davis’s qualifications to serve as a director of our Company include skills and
expertise in sales, marketing and general management, innovation and brand-building, strategic planning, digital
DTC and e-commerce advertising, organizational effectiveness, global “big company” and entrepreneurial
“startup” businesses, as well as a global network of business relationships.

Gil Fronzaglia. Mr. Fronzaglia has served as a director of the Company since April 2021. Mr. Fronzaglia currently
serves on the board of Quinn Snacks Inc. (where he also served as interim Chief Operating Officer from
December 2018 through July 2019). He has also served on the boards of Grillo’s Pickles, Inc. (October 2016 –
January 2021), I and Love and You (May 2015 – April 2017), Little Secrets Candies (October 2014 – July 2018)
and Spindrift Beverage Co., Inc. (January 2013 – February 2017). Previously, Mr. Fronzaglia served as the Chief
Operating Officer of Revelry Brands from May 2013 through September 2016. Prior to Revelry, he served in
various operating roles for venture-backed companies which had successful exits to strategic investors, including:
Food Should Taste Good (sold to General Mills), Izze Beverage Company (sold to Pepsi), Blue Buffalo Pet Food
(sold to General Mills), and SoBe Beverage Company (sold to Pepsi). Prior to that, Mr. Fronzaglia spent over
15 years with multiple Fortune 500 consumer packaged goods companies. Mr. Fronzaglia received his MBA from
Barry University and holds a Bachelor of Science in Chemical Engineering from Northeastern University. We
believe Mr. Fronzaglia’s qualifications to serve as a director of our Company include his extensive experience in
operating roles and successful exit strategies for consumer product goods businesses as well as his Board leadership
experience.

Lori Taylor. Ms. Taylor has served as a director of the Company since September 2019 and was appointed
Chief Executive Officer of the Company from May 2019 until November 2019. Ms. Taylor founded TruPet, LLC,
a direct to consumer dog food and supplement company, where she served as its Chief Executive Officer from
September 2014 to April 2019. Ms. Taylor also founded RevMedia Marketing LLC, a full-service marketing
consultation and product innovation firm, and has served as its Chief Executive Officer since April 2009. From
February 1992 to March 2009, Ms. Taylor served as Senior Account Director at RR Donnelley, the largest direct
marketer in the United States, during which time she managed direct marketing activity for Fortune 50 accounts,
including Proctor and Gamble and national brands including Tide, Crest White Strips, Charmin, Puffs, and IAMS.
Ms. Taylor’s accolades include being named a Forbes Top 50 Social Media Power Influencer in 2012 and a Forbes
Top 20 Female Social Media Influencer in 2013. During her time at RR Donnelley, Ms. Taylor also won the Direct
Marketing Association’s prestigious Gold, Silver, and Bronze Awards. Ms. Taylor holds a Bachelor of Arts in
Marketing and a Bachelor of Science in Business Logistics from the University of Missouri. We believe
Ms. Taylor’s qualifications to serve as a director of our Company include her marketing expertise, direct response
acumen, and entrepreneurial experience. Ms. Taylor holds a Bachelor of Arts in Marketing and a Bachelor of
Science in Business Logistics from the University of Missouri.

John M. Word III. Mr. Word has served as a director of the Company since December 2019. Mr. Word founded the
Word & Brown General Agency in 1984 to market and distribute health plans through California’s brokerage
community. Mr. Word also served as a director of Providence Speech and Hearing, a non-profit organization, from
1979 until 2019. Mr. Word’s professional credentials include Chartered Life Underwriter (CLU), Registered
Health Underwriter (RHU), and Registered Employee Benefits Consultant (REBC). He has served as President of
the California Association of Health Underwriters (CAHU), President of the Orange County Association of Health
Underwriters (OCAHU), and Chairman of the National Association of Health Underwriters (NAHU) Leading
Producers Roundtable program. Mr. Word holds a Bachelor of Science in Marketing and Finance from William
Jewell College in Liberty, MO. We believe Mr. Word’s qualifications to serve as a director of our Company
include his background in running successful organizations, understanding of consumer needs and marketing to
those needs. Mr. Word holds a Bachelor of Science in Marketing and Finance from William Jewel College in
Liberty, MO.
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Board of Directors

The number of members of our board of directors will be determined from time to time by resolution of the board
of directors. Currently, our board of directors consists of five persons. Our directors hold office until the earlier of
their death, resignation, retirement, disqualification or removal or until their successors have been duly elected and
qualified. We did not have an annual meeting of shareholders in 2020 or 2019, and the Board does not currently
have a policy regarding director attendance at annual meetings.

Director Independence

Each of Messrs. Young, Davis and Fronzaglia are “independent” members of our board of directors as
“independence” is defined in Rule 803 of the NYSE American Company Guide.

Committees of the Board

We have an audit committee, a compensation committee and a nominating and governance committee. Each such
committee of the board of directors has or will have the composition and responsibilities described below.

Audit Committee

The audit committee assists the board in overseeing our accounting and financial reporting processes and the audits
of our financial statements. The audit committee’s responsibilities include, among other matters: appointing,
approving the compensation of, and assessing the independence of our registered public accounting firm;
overseeing the work of our registered public accounting firm, including through the receipt and consideration of
reports from such firm; reviewing and discussing with management and the registered public accounting firm our
annual and quarterly financial statements and related disclosures; coordinating our board of directors’ oversight of
our internal control over financial reporting, disclosure controls and procedures; discussing our risk management
policies; meeting independently with our internal auditing staff, if any, registered public accounting firm and
management; reviewing and approving or ratifying any related person transactions; and preparing the audit
committee report required by the SEC.

We have a separately-standing audit committee, whose members are Messrs. Young, Fronzaglia and Davis, with
Mr. Young serving as chairperson of this committee. Our Board has determined that each of Messrs. Young,
Fronzaglia and Davis is independent under the applicable independence standards of Rule 10A-3 under the
Exchange Act applicable to audit committee members. In addition, our Board has determined that Gil Fronzaglia,
who was appointed to the Board in April 2021, qualifies as an “audit committee financial expert” as defined by
Item 407(d)(5)(ii) of Regulation S-K. The audit committee met eight times during 2020. The audit committee has
adopted a charter, which is available for viewing on our website at www.betterchoicecompany.com.

Compensation Committee

The compensation committee’s responsibilities include, among other matters: reviewing and approving, or
recommending for approval by the board of directors, the compensation of our Chief Executive Officer and our
other executive officers; overseeing and administering our cash and equity incentive plans; reviewing and making
recommendations to our board of directors with respect to director compensation; reviewing and discussing
annually with management our “Compensation Discussion and Analysis,” to the extent required; reviewing and
discussing the voting recommendations of our stockholders on matters involving executive compensation, to the
extent required; and preparing the annual compensation committee report required by SEC rules, to the extent
required. No compensation consultant was engaged to provide advice or recommendations on our executive or
director compensation for 2020.

The members of our compensation committee are Messrs. Fronzaglia, Young and Davis, and Mr. Fronzaglia serves
as chairman of this committee. The compensation committee met 9 times during 2020. The compensation
committee has adopted a charter, which is available for viewing on our website at www.betterchoicecompany.com.

Nominating and Governance Committee

The nominating and corporate governance committee’s responsibilities include, among other matters: identifying
individuals qualified to become board of directors members; recommending to our board of directors the persons to
be nominated for election as directors and to each board committee; developing and recommending to our board of
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directors corporate governance guidelines, and reviewing and recommending to our board of directors proposed
changes to our corporate governance guidelines from time to time; and overseeing a periodic evaluation of our
board of directors.

The members of our nominating and corporate governance committee are Messrs. Fronzaglia, Young and Davis,
and Mr. Davis serves as chairperson of this committee. The nominating and corporate governance committee did
not met separately during 2020. The nominating and corporate governance committee has adopted a charter, which
is available for viewing on our website at www.betterchoicecompany.com.

Family Relationships

Two of our directors have a family relationship; Ms. Taylor is the daughter of Mr. Word. Our board of directors has
determined that this relationship would not interfere with the exercise of independent judgment in carrying out the
responsibilities of a director. There are no other family relationships amongst any of our other executive officers or
directors.

Involvement in Certain Legal Proceedings

On June 15, 2021, the Company received a background report related to a “Lori Taylor” that disclosed numerous
driving under the influence charges and other criminal misdemeanors in the State of Ohio. The Company has
undertaken a review of the background report and, based on its review, believes that these incidents are attributable
to one or more other individuals bearing the same name. In its review, the Company verified its conclusions with
Ms. Taylor's personal auto insurance agent, who provided an 18 year history of continuous auto insurance coverage
with no evidence of any DUI or other substance abuse-related records, has discussed the matter with Ms. Taylor's
personal attorney who has affirmed that he has no knowledge of any of the foregoing charges, reviewed the Ohio
Bureau of Motor Vehicles online records and conducted an independent background search of other individual
residents of Ohio named “Lori Taylor” which revealed similar charges to those identified in the background report.
Ms. Taylor also delivered to the Company a sworn affidavit in which she certifies to the Company that none of the
driving under the influence charges or other criminal misdemeanors identified in the background report are related
to her.

Risk Oversight

Our audit committee is responsible for overseeing our risk management process. Our audit committee focuses on
our general risk management policies and strategy, the most significant risks facing us, and oversees the
implementation of risk mitigation strategies by management. Our board of directors is also apprised of particular
risk management matters in connection with its general oversight and approval of corporate matters and significant
transactions.

Compensation Committee Interlocks and Insider Participation

None of our executive officers serves as a member of the board of directors or compensation committee (or other
committee performing equivalent functions) of any entity that has one or more executive officers serving on our
board of directors or compensation committee.

Code of Ethics and Business Conduct

Our board of directors has adopted a Code of Ethics and Business Conduct that is applicable to all of our
employees, executive officers, and directors of the Company (the “Code of Conduct”). The Code of Conduct is
available on our website at www.betterchoice.com. Information contained on or accessible through our website is
not a part of and is not incorporated by reference into this prospectus, and the inclusion of our website address in
this prospectus is an inactive textual reference only. The nominating and governance committee of our board of
directors will be responsible for overseeing the Code of Conduct and must approve any waivers of the Code of
Conduct for employees, executive officers, and directors. We expect that any amendments to the Code of Conduct,
or any waivers of its requirements, will be disclosed on our website.

69



 
TABLE OF CONTENTS

 EXECUTIVE AND DIRECTOR COMPENSATION

The following is a discussion and analysis of the compensation arrangements for our named executive officers, or
NEOs. We are currently considered a “smaller reporting company” for purposes of the SEC’s executive
compensation disclosure rules. In accordance with such rules, we are providing a Summary Compensation Table
and an Outstanding Equity Awards at Fiscal Year-End Table as well as narrative disclosures regarding our
executive compensation program. For 2020, our named executive officers were Werner von Pein our former Chief
Executive Officer, Sharla Cook our Chief Financial Officer, Damian Dalla-Longa our former Executive Vice
President of Capital Markets and Corporate Development, Anthony Santarsiero our former Executive Vice
President of Direct to Consumer, Robert Sauermann our Executive Vice President of Strategy and Finance and
Andreas Schulmeyer our former Chief Financial Officer.

Summary Compensation Table

The following table sets forth information with respect to compensation earned by our named executive officers for
the fiscal years ended December 31, 2020 and 2019, as applicable:

Name and Principal 
Position Year(1) Salary ($) Bonus ($)

Stock 
Awards

($)

Option 
Awards 

($)(2)

Non-Equity 
Incentive Plan
Compensation

($)

All Other 
Compensation

($) Total ($)

Werner von Pein(3)
Chief Executive Officer

2020 $316,712 $103,087 $ 0 $ 367,196 $0 $39,175 $ 826,170

Sharla Cook(4)
Chief Financial Officer

2020 $143,562 $ 45,313 $ 0 $ 79,721 $0 $ 3,385 $ 271,981

Damian Dalla-Longa(5)  
Executive Vice President,
Capital Markets and
Corporate Development

2020 $291,644 $ 56,642 $ 0 $ 106,571 $0 $ 0 $ 454,857

2019 $192,857 $100,000 $600,000 $3,572,699 $0 $ 0 $4,465,556

Anthony Santarsiero(6)
Executive Vice President,
Direct to Consumer

2020 $250,000 $ 56,642 $ 0 $ 74,013 $0 $ 8,414 $ 389,069

2019 $166,047 $ 25,000 $ 0 $3,077,101 $0 $ 5,740 $3,273,888

Robert Sauermann(7)
Executive Vice President,
Strategy & Finance

2020 $216,712 $ 50,977 $ 0 $ 56,131 $0 $ 6,501 $ 330,321

Andreas Schulmeyer(8)  
Former Chief Financial
Officer

2020 $ 97,945 $ 0 $ 5,956 $ 174,327 $0 $ 3,556 $ 281,784

2019 $105,769 $ 0 $ 0 $1,877,285 $0 $37,011 $2,020,065

(1) Ms. Cook commenced employment with us in April 2020 and was appointed as our Chief Financial Officer in October 2020.
Mr. Schulmeyer’s employment with us terminated on May 22, 2020 and Mr. von Pein’s employment terminated on December 31,
2020.

(2) The values in this column reflect for 2019 awards the aggregate grant date fair value of the stock option awards and the
incremental value due to the repricings on December 19, 2019 and October 1, 2020 as computed in accordance with ASC Topic
718. The value of stock options granted subsequent to October 1, 2020 are based on their aggregate grant date fair values in
accordance with ASC Topic 718. See “Note 15 – Share-based compensation” to our audited consolidated financial statements for
the year ended December 31, 2020 included in this prospectus for further information on the fair value of stock option awards.

(3) Mr. von Pein received (i) $6,297 in car allowance payments, (ii) $2,752 in auto insurance payments (iii) $20,625 in housing
allowance payments and (iv) $9,501 in matching 401(k) payments. On December 28, 2020, we entered into an agreement with
Mr. von Pein pursuant to which he retired from his role as Chief Executive Officer of the Company effective on December 31,
2020.

(4) Ms. Cook received $3,385 in matching 401(k)
payments.

(5) During 2019, Mr. Dalla-Longa received (i) a signing bonus of $100,000 as per his employment contract with Better Choice, and
(ii) an award of 16,667 shares in lieu of the change of control payment contained in his Bona Vida employment contract. On
February 5, 2020, Mr. Dalla-Longa resigned as our Chief Executive Officer and was simultaneously appointed to Executive Vice
President, Corporate Development. Mr. Dalla-Longa separated from the Company February 8, 2021.

(6) During 2020, Mr. Santarsiero received $8,414 in matching 401(k) payments. During 2019, Mr. Santarsiero received (i) a signing
bonus of $25,000 as per his employment contract and (ii) $5,740 in matching 401(k) payments. Mr. Santarsiero separated from the
Company on February 1, 2021.

(7) During 2020, Mr. Sauermann received $6,501 in matching 401(k)
payments.

(8) During 2020, Mr. Schulmeyer received (i) $5,956 in restricted stock awards for services performed and (ii) $3,556 in matching
401(k) payments. During 2019, Mr. Schulmeyer received (i) $32,876 in compensation for work prior to joining the Company and
(ii) $4,135 in matching 401(k) payments. On May 8, 2020, we entered into an agreement with Mr. Schulmeyer pursuant to which
he resigned as our Chief Financial Officer effective on May 22, 2020.

70



 
TABLE OF CONTENTS

Employment Agreements

We entered into employment agreements with Mr. Dalla-Longa and Mr. Santarsiero effective as of May 6, 2019
(each such employment agreements, the “May 2019 NEO Employment Agreements”). We entered into an
employment agreement with Mr. Schulmeyer effective as of July 29, 2019 (the “Schulmeyer Employment
Agreement”). We entered into employment agreements with Mr. von Pein and Mr. Sauermann effective as of
December 19, 2019 (the “December 2019 NEO Employment Agreements” and together with the May 2019 NEO
Employment Agreements and the Schulmeyer Employment agreement, the “2019 NEO Employment Agreements”).
The 2019 NEO Employment Agreements had an initial two-year term commencing on the applicable effective date
and, unless earlier terminated by us or the executive, automatically renewed for successive two-year terms. Pursuant
to each NEO Employment Agreement, the executive’s base salary was subject to review each year at the sole
discretion of the compensation committee. Each executive was also eligible to earn an annual cash performance
bonus as determined by the board, but in an amount no less than 25% of such executive’s base salary, prorated for
any partial year of service.

We entered into new employment agreements with Mr. von Pein and Mr. Sauermann effective as of September 27,
2020 which terminated the December 2019 NEO Employment Agreements. We entered into new employment
agreements with Mr. Santarsiero and Mr. Dalla-Longa effective as of October 7, 2020 and November 1, 2020,
respectively, which terminated the May 2019 NEO Employment Agreements. We entered into an employment
agreement with Ms. Cook effective as of October 8, 2020. The NEO employment agreements entered into during
2020 are collectively referred to as the 2020 NEO Employment Agreements.

Pursuant to the 2020 NEO Employment Agreements, each NEO is employed on an at-will basis. The executive’s
base salary is subject to review each year at the sole discretion of the compensation committee. Each executive is
also eligible to earn an annual cash performance bonus in an amount of at least 16%, but not greater than 40%, of
such executive’s annual base salary, as determined by the board based on the achievement of performance goals
and objectives established by the Company and such executive.

Pursuant to the 2020 NEO Employment Agreement, in the event the executive’s employment is terminated due to
death, disability (as defined in the 2020 NEO Employment Agreement), for any reason by the executive provided
three months’ advance written notice is given by the executive to the Company, or for any reason by the Company
provided at least thirty days advance written notice is given from the Company to the executive, the executive will
be eligible to receive: (i) any accrued but unpaid base salary for services rendered to the date of termination and any
accrued but unpaid expenses required to be reimbursed under such employment agreement, (ii) for all NEO’s
excluding Mr. Dalla-Longa, severance equal to six months of executive’s base salary paid in the form of continuing
installments on the Company’s ordinary payroll schedule and for Mr. Dalla-Longa severance equal to 12 months of
executive’s base salary paid in the form of continuing installments on the Company’s ordinary payroll schedule;
and (iii) a lump sum payment equal to the executive’s target bonus that remains unpaid for the previous completed
year. In addition, pursuant to the terms of Mr. Dalla-Longa’s employment agreement, his unvested equity awards
shall become fully vested on the date of termination and any exercise of options may, at his election, be exercised
with a cashless exercise. The receipt of the foregoing described severance payment and benefits is subject to the
executive’s continued compliance with all of his obligations to the Company, including under the executive’s
confidential information and non-compete agreements with the Company, and the executive’s execution and
delivery of a release of claims against the Company.

Pursuant to the 2020 NEO Employment Agreement, in the event of a “merger” (as defined in the 2020 NEO
Employment Agreement), (i) if the executive’s employment is terminated for “cause” within twelve months
following a merger (as defined in the 2020 NEO Employment Agreement), executive will be entitled to the
severance the payments described above, or (ii) if the executive’s employment is terminated for “good reason” or
“without cause” within twelve months following a merger, the executive will be entitled to the severance payments
described above, plus a lump sum payment equal to one-half of such executive’s annual base salary. In addition,
immediately preceding a merger, all of the executive’s unvested stock options shall vest and become exercisable in
their entirety and may be exercised with a cashless exercise.
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For purposes of the 2020 NEO Employment Agreement:

• “cause” means (i) any act of personal dishonesty taken by the Executive in connection with their
responsibilities as an employee which is intended to result in personal enrichment of the Executive,
(ii) the Executive’s conviction of a felony that the Board of Directors reasonably believes has had or will
have a material detrimental effect on the Company’s reputation or business, (iii) a willful act by the
Executive that constitutes misconduct and is injurious to the Company, including without limitation any
breach of Section 11 hereof, and (iv) continued willful violations by the Executive of the Executive’s
obligations to the Company for a period of thirty (30) days after there has been delivered to the Executive
a written demand for performance from the Company which describes the basis for the Company’s belief
that the Executive has not substantially performed their duties.

• “good reason” shall exist if one or more of the following circumstances exists uncured for a period of
thirty (30) days after the Executive has notified the Company of the existence of such circumstance(s)
after a merger: (i) without the Executive’s express written consent, a significant reduction of the
Executive’s duties, position or responsibilities relative to the Executive’s duties, position or
responsibilities in effect immediately prior to such reduction, or the removal of the Executive from such
position, duties, and responsibilities, unless the Executive is provided with comparable duties, position
and responsibilities, it being understood that the Executive shall not be deemed to have been removed
from such position if and as long as the Executive shall be offered or shall have an executive position
within their area of experience or expertise; (ii) without the Executive’s express written consent, a
substantial reduction, without good business reasons, of the facilities and tools (including office space
and location) available to the Executive immediately prior to such reduction; (iii) a reduction by the
Company of the Executive’s base salary as in effect immediately prior to such reduction; (iv) a material
reduction by the Company in the kind or level of employee benefits to which the Executive is entitled
immediately prior to such a reduction with the result that the Executive’s overall benefits package is
significantly reduced; or (v) without the Executive’s express written consent, the relocation of the
Executive to a facility or a location more than fifty (50) miles from their then-current location.

The 2020 NEO Employment Agreements also contain standard confidentiality, non-competition and non-
solicitation covenants.

On May 8, 2020, we entered into a separation and release agreement with Mr. Schulmeyer effective as of May 22,
2020 (the “Termination Date”). The agreement provided for the accelerated vesting of 50% of unvested stock
options held by Mr. Schulmeyer as of the Termination Date, as well as continuation of his salary through the
Termination Date. Mr. Schulmeyer’s remaining unvested stock options were forfeited on the Termination Date.

The Company and Mr. von Pein entered into a separation and retirement agreement effective as of December 31,
2020 (“the Separation Date”). The agreement provides for continuation of payment by the Company of
Mr. von Pein’s salary for a period of six months; the payment of Mr. von Pein’s 2020 annual bonus in accordance
with the Company’s Management Incentive Plan; the accelerated vesting of 75% of unvested stock options held by
Mr. von Pein as of the Separation Date and the payment of unused paid time off as of the Separation Date. In
addition, the Separation Agreement includes a general release by Mr. von Pein related to Mr. von Pein’s
employment with the Company.
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Executive Compensation Components

2020 Salaries

The named executive officers receive a base salary to provide a fixed component of compensation reflecting the
executive’s skill set, experience, role and responsibilities. For 2020, our board of directors established an annual
base salary for each of our NEOs as follows:

Named Executive Officer
Annual Base

Salary

Werner von Pein $325,000(1)

Sharla Cook $200,000

Damian Dalla-Longa $250,000(2)

Anthony Santarsiero $250,000

Robert Sauermann $225,000(3)

Andreas Schulmeyer $250,000

(1) Increased from $300,000 effective May 1,
2020.

(2) Decreased from $300,000 effective November 1,
2020.

(3) Increased from $200,000 effective May 1,
2020.

Equity Compensation

The goals of our long-term, equity-based incentive awards are to align the interests of our named executive officers
and other employees, non-employee directors and consultants with the interests of our stockholders. Because
vesting is based on continued employment, our equity-based incentives also encourage the retention of our named
executive officers through the vesting period of the awards.

Prior to the completion of the May Acquisitions, execution of employment agreements and granting of awards
under the 2019 Equity Incentive Plan, we engaged Willis Towers Watson (“WTW”) to evaluate executive
compensation packages for all of our senior employees. This included an evaluation of salary and equity award
levels, among other items. The analysis completed by WTW was performed to benchmark our company alongside
public-market industry peers in order to design an appropriate market-standard compensation plan for our use.

To reward and retain our named executive officers in a manner that best aligns employees’ interests with
stockholders’ interests, we use stock options as the primary incentive vehicles for long-term compensation.
We believe that stock options are an effective tool for meeting our compensation goal of increasing long-term
stockholder value by tying the value of the stock options to our future performance. The exercise price of each
stock option grant is the fair market value of our common stock on the grant date, as determined by our board of
directors from time to time.

On April 13, 2020, Ms. Cook was granted 33,334 stock options. On October 8, 2020, Mr. Sauermann and
Mr. von Pein were each granted 16,667 options. On November 1, 2020, Mr. Dalla-Longa was granted 8,334 stock
options. In each case, the options vest over a period of three years subject to continued employment with the
Company as follows: one-third of the options will vest on the first anniversary of the grant date and the remaining
options will vest monthly in equal amounts over the remaining 24-month period. In the event of a change in control
the options shall immediately vest and become exercisable in their entirety.

On May 2, 2019, Mr. Dalla-Longa and Mr. Santarsiero were granted 200,000 and 166,667 stock options,
respectively. Mr. Santarsiero was granted an additional 16,667 options on December 19, 2019. Mr. Schulmeyer was
granted 83,334 options on June 29, 2019, 16,667 options of August 30, 2019, 41,667 options on December 11,
2019 and 3,396 options on December 31, 2019. In each case, the stock options vest and become exercisable
monthly over 2 years in equal installments of 1/24 each month, subject to the executive’s continuous service with
the Company through the vesting date(s). The stock options will be accelerated upon a termination without cause or
for good reason within two years following a change in control (as defined under our Amended and Restated 2019
Incentive Award Plan).

On May 6, 2019 Mr. Dalla-Longa waived the change of control payment provided for in his employment agreement
with Bona Vida of $500,000 and received a grant of 16,667 shares of common stock.
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Other Elements of Compensation

Retirement Plans. We currently maintain a 401(k) retirement savings plan that allows eligible employees to
contribute a portion of their compensation, within limits prescribed by the Internal Revenue Code, on a pre-tax
basis through contributions to the plan. Our named executive officers are eligible to participate in the 401(k) plan.
We believe that providing a vehicle for tax-deferred retirement savings through our 401(k) plan adds to the overall
desirability of our executive compensation package and further incentivizes our named executive officers in
accordance with our compensation policies. During 2020, the Company had a separate 401(k) plans for TruPet and
Halo and provided an employer matching contribution under each plan. Beginning in 2021, the Company provides
an employer matching contribution of 50% up to 5% of compensation under our 401(k) plan.

Employee Benefits and Perquisites. All of our full-time employees, including our named executive officers, are
eligible to participate in our employee benefit plans and programs, including medical, dental, and vision benefits,
health spending accounts, short and long-term disability and life insurance, to the same extent as our other full-time
employees, subject to the terms and eligibility requirements of those plans. During 2020, the Company paid certain
auto and housing costs on Mr. von Pein’s behalf.

Termination and Change in Control Benefits. Our named executive officers may become entitled to certain benefits
or enhanced benefits in connection with certain qualifying terminations of employment and/or a change in control
of our Company. Each of our named executive officers’ employment agreements entitles them to severance in the
event of their termination without cause or their resignation for good reason and upon termination by reason of
death or disability.

Repricing of Stock Options

Effective as of December 19, 2019, the board of directors repriced all outstanding options to purchase common
stock issued pursuant to the Amended and Restated 2019 Incentive Award Plan including options held by our
named executive officers. As a result, the exercise price of all 2019 Plan options outstanding as of December 19,
2019 was lowered to $10.92 per share, the closing price of the Company’s common stock on December 19, 2019.
No other terms of the stock options were changed.

Effective October 1, 2020, all outstanding stock option awards under the Amended and Restated 2019 Equity
Incentive Plan held by current employees as of October 1, 2020 were repriced concurrent with the closing of the
Company’s Series F Private Placement. In total, 1,012,956 stock options were repriced. The exercise price was set
at a 20% premium to the Series F conversion price, or $3.60 per share. No other terms of the stock options were
changed.

The board of directors effectuated the repricing, in each case, to realign the value of the stock options with their
intended purpose, which is to retain and motivate the holders of the stock options to continue to work in the best
interests of the Company. Prior to the repricing, many of the stock options had exercise prices well above the then
recent market prices of our common stock. The stock options were repriced unilaterally and the consent of holders
was neither necessary nor obtained.

Securities Authorized for Issuance under Equity Compensation Plans

The following table provides information on our equity compensation plans as of June 11, 2021:

Plan category

Number of
Securities 

to be issued upon 
exercise of 

outstanding options,
warrants and rights

Weighted
average 

exercise price of 
outstanding 

options,
warrants 

and rights(2)

Number of securities
remaining 

available for future issuance 
under equity compensation 
plans (excluding securities 

reflected in column (a))

 (a) (b) (c)

Equity compensation plans approved by
stockholders(1) 2,201,293 $6.42 48,707

Total 2,201,293 $6.42 48,707

(1) The Amended and Restated 2019 Incentive Award Plan provides for an annual increase on the first day of each calendar year
beginning on January 1, 2020 and ending on and including January 1, 2029, equal to the lesser of (A) 10% of the shares of
common stock outstanding (on an as-converted basis) on the last day of the immediately preceding fiscal year and (B) such smaller
number of shares of common stock as determined by the Board.
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Outstanding Equity Awards at Fiscal Year-End

The following table sets forth outstanding stock option awards held by our named executive officers at
December 31, 2020. None of our named executive officers hold stock awards:

 Option Awards

Name

Number of 
Securities 

Underlying 
Unexercised
Options (#) 
Exercisable

Number of 
Securities 

Underlying 
Unexercised 
Options (#) 

Unexercisable

Equity
Incentive 

Plan Awards: 
Number of 
Securities 

Underlying 
Unexercised 

Unearned 
Options (#)

Option 
Exercise 
Price ($)

Option 
Expiration 

Date

Werner von Pein 95,834 — $3.60
Sharla A. Cook — —(b) 33,334 $3.60 4/13/2030
Damian Dalla-Longa 158,334 —(c) 50,000
Robert Sauermann 22,223 —(d) 61,112 $3.60
Anthony Santarsiero 140,278 —(e) 43,056 $3.60

(a) Options to vest as to 1/3rd of the shares on the first anniversary of the grant date and 1/36th of the shares to vest monthly thereafter.
Mr. von Pein’s options were granted at various times as shown below:

• 100,000 options were issued on December 19, 2019 at $3.60 and expire on December 19,
2029.

• 16,667 options were issued on October 8, 2020 at $3.60 and expire on October 8,
2030.

• Mr. von Pein retired from the Company on December 28, 2020 at which time 75% of Mr. von Pein’s unvested options
became fully vested per the separation agreement by and between the Company and Mr. von Pein.

(b) Options to vest as to 1/3rd of the shares on the first anniversary of the grant date and 1/36th of the shares to vest monthly thereafter.
Ms. Cook’s options were granted as shown below:

• 33,334 options were issued on April 13, 2020 at
$3.60.

(c) Options to vest as follows:

• 200,000 options were issued on May 2, 2019 at $3.60 and expire on May 2, 2029. Options to vest on a monthly basis over a
two year period (1/24th of award per month).

• 8,334 options were issued on November 1, 2020 at $4.92 and expire on November 1, 2030. Options to vest as to 1/3rd of the
shares on the first anniversary of the grant date and 1/36th of the shares to vest monthly thereafter.

(d) Options to vest as to 1/3rd of the shares on the first anniversary of the grant date and 1/36th of the shares to vest monthly thereafter.
Mr. Sauermann’s options were granted at various times as shown below:

• 66,667 options were issued on December 19, 2019 at $3.60 and expire on December 19,
2029.

• 16,667 options were issued on October 8, 2020 at $3.60 and expire October 8,
2030.

(e) Options to vest as follows:

• 166,667 options were issued on May 2, 2019 at $3.60 and expire May 2, 2029. Options to vest on a monthly basis over a two
year period (1/24th of award per month).

• 16,667 options were issued on December 19, 2019 at $3.60 and expire December 19, 2029. Options to vest on a monthly
basis over a two year period (1/24th of award per month).

Director Compensation Table

The following table sets forth compensation information for the fiscal year ended December 31, 2020 for our non-
employee directors (other than Mr. Dalla-Longa whose compensation is shown above under
“Summary Compensation Table”):

Name

Fees Earned
or 

Paid in Cash
Stock 

Awards
Option 

Awards(1)

Non-equity 
Incentive Plan
Compensation

All Other 
Compensation(2)

Total 
Compensation

Michael Young $— $ — $33,988 $— $ — $ 33,988
Jeff Davis $— $ — $33,988 $— $ — $ 33,988
Michael Close $— $150,000 $ — $— $510,469 $660,469
Clinton Gee $— $150,000 $ — $— $510,469 $660,469
Lori Taylor $— $ — $78,173 $— $ — $ 78,173
John Word $— $150,000 $ — $— $ — $150,000

(1) The values in this column reflect for 2019 awards the aggregate grant date fair value of the stock option awards and the
incremental value due to the repricings on December 19, 2019 and October 1, 2020 as computed in accordance with ASC Topic
718. The value of stock options
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granted subsequent to October 1, 2020 are based on their aggregate grant date fair values in accordance with ASC Topic 718. See
“Note 15 – Share-based compensation” to our audited consolidated financial statements for the year ended December 31, 2020
included in this prospectus for further information on the fair value of stock option awards.

(2) Includes compensation expense related to warrants issued in connection with the June 2020 Notes and Citizens ABL Facility. See
“Note 11 – Warrants” to our audited consolidated financial statements for the year ended December 31, 2020 included in this
prospectus for more information.

The table below shows the aggregate numbers of option awards (exercisable and unexercisable) held as of
December 31, 2020 by each non-employee director who was serving as of December 31, 2020 (other than
Mr. Dalla-Longa whose awards are shown above under “Outstanding Equity Awards at Year End”):

Name

Options
Outstanding 

at Fiscal Year End

Michael Young 86,539

Jeff Davis 83,334

Michael Close —

Clinton Gee —

Lori Taylor 191,667

John Word —
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 SECURITY OWNERSHIP OF PRINCIPAL STOCKHOLDERS AND MANAGEMENT

The following table sets forth information about the beneficial ownership of our capital stock by (i) each of our
current directors, (ii) each of our named executive officers (iii) all our current directors and executive officers as a
group, and (iv) each person or group known by us to own more than 5% of our common stock. The percentages
reflect beneficial ownership, as determined in accordance with the SEC’s rules, as of June 11, 2021, and are based
on 11,088,058 shares of common stock outstanding (as adjusted for the reverse stock split of 1-for-6). Except as
noted below, the address for all beneficial owners in the table below is 12400 Race Track Road, Tampa, FL 33626:

 
Amount and Nature of
Beneficial Ownership(1)

 Common Stock %

Name of Beneficial Owner   

Holders of More than 5%   

Thriving Paws LLC(2)
750 E Main Street, Suite 600 
Stamford, CT 06902

568,148 5.1%

HH-Halo LP(3)
2200 Ross Avenue, 50th Floor 
Dallas, TX 75201

554,493 5.0%

Edward J. Brown Jr TTEE(4)
20 Boulder View 
Irvine, CA 92603

3,816,816 34.4%

Directors and Executive Officers   

Scott Lerner(5) 8,000 *

Donald Young(6) 45,934 *

Robert Sauermann(7) 115,928 1.0%

Sharla Cook(8) 20,556 *

Michael Young(9) 632,632 5.7%

John M. Word III(10) 5,520,453 49.8%

Gil Fronzaglia(11) 0 *

Jeff Davis(12) 83,334 *

Lori Taylor(13) 1,347,005 12.1%

All directors and executive officers as a group (9 persons) 7,773,842 70.1%

∗ Represents less than 1% of the number of shares of our common stock
outstanding.

(1) Beneficial ownership of shares and percentage ownership are determined in accordance with the SEC’s rules. In calculating the
number of shares beneficially owned by an individual or entity and the percentage ownership of that individual or entity, shares
underlying options, warrants or restricted stock units held by that individual or entity that are either currently exercisable or
exercisable within 60 days from the date hereof are deemed outstanding. These shares, however, are not deemed outstanding for
the purpose of computing the percentage ownership of any other individual or entity. Unless otherwise indicated and subject to
community property laws where applicable, the individuals and entities named in the table above have sole voting and investment
power with respect to all shares of our common stock shown as beneficially owned by them.

(2) Includes (i) 314,165 shares of common stock and (ii) 253,984 shares of common stock underlying subordinated convertible notes
exercisable within 60 days of June 11, 2021. The holder disclaims beneficial ownership of 51,166 shares of common stock
underlying warrants due to beneficial ownership limitations. Thriving Paws, LLC (“Thriving Paws”) is controlled by Pegasus
Partners III, L.P. (“PP III”). PP III is managed by Pegasus Capital Advisors III, L.P. (“PCA III”), which is controlled, indirectly, by
Craig Cogut. As a result of the foregoing, each of Mr. Cogut, PCA III and PP III may be deemed to have beneficial ownership (as
determined under Section 13(d) of the Securities Exchange Act of 1934, as amended) of the shares of common stock beneficially
owned by Thriving Paws.

(3) Includes (i) 38,830 shares of common stock and (ii) 515,663 shares of common stock underlying subordinated convertible notes
exercisable within 60 days of June 11, 2021. The holder disclaims beneficial ownership of 103,882 shares of common stock
underlying warrants due to beneficial ownership limitations. Thomas O. Hicks is the managing member of HEP Partners LLC,
which is the investment manager of HH-Halo LP (“HH-Halo”), and consequently has voting control and investment discretion
over securities held by HH-Halo. Mack H. Hicks is the manager of HH-Halo GP LLC, which is the general partner of HH-Halo GP
LP, the general partner of HH-Halo. As a result of the foregoing, each of Thomas O. Hicks and Mack H. Hicks may be deemed to
have beneficial ownership (as determined under Section 13(d) of the Securities Exchange Act of 1934, as amended) of the shares
of common stock beneficially owned by HH-Halo. Each of Thomas O. Hicks and Mack H. Hicks disclaims beneficial ownership of
such shares.
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(4) Includes (i) 130,000 shares of common stock, (ii) 255,899 shares of common stock underlying subordinated convertible notes
exercisable within 60 days of June 11, 2021, (iii) 1,764,250 shares of common stock underlying warrants exercisable within 60
days of June 11, 2021 and (iv) 1,666,667 shares of common stock underlying preferred stock convertible within 60 days of
June 11, 2021. Edward Brown may be deemed to have beneficial ownership of such shares.

(5) Includes (i) 4,000 shares of common stock and (ii) 4,000 shares of common stock underlying warrants exercisable within 60 days
of June 11, 2021.

(6) Includes (i) 35,934 shares of common stock and (ii) 10,000 shares of common stock underlying warrants exercisable within 60
days of June 11, 2021.

(7) Includes (i) 3,334 shares of common stock, (ii) 37,870 shares of common stock underlying warrants exercisable within 60 days of
June 11, 2021, (iii) 33,334 shares of common stock underlying preferred stock convertible within 60 days of June 11, 2021, (iv)
6,207 shares of common stock underlying subordinated convertible notes exercisable within 60 days of June 11, 2021 and (v)
35,186 shares of common stock underlying options exercisable within 60 days of June 11, 2021.

(8) Includes (i) 3,334 shares of common stock underlying warrants exercisable within 60 days of June 11, 2021, (ii) 3,334 shares of
common stock underlying preferred stock convertible within 60 days of June 11, 2021 and 13,889 shares of common stock
underlying options exercisable within 60 days of June 11, 2021.

(9) Includes (i) 526,927 shares of common stock, (ii) 86,539 shares of common stock underlying options exercisable within 60 days of
June 11, 2021, (iii) 19,167 shares of common stock held by Cottingham Capital Partners LLC, which is managed by Mr. Young.
Mr. Young disclaims beneficial ownership of (i) 60,834 shares of common stock underlying warrants due to beneficial ownership
limitations.

(10) Includes (i) 901,138 shares of common stock, (ii) 255,899 shares of common stock underlying subordinated convertible notes
exercisable within 60 days of June 11, 2021, (iii) 2,696,750 shares of common stock underlying warrants exercisable within 60
days of June 11, 2021 and (iv) 1,666,667 shares of common stock underlying preferred stock convertible within 60 days of
June 11, 2021.

(11) Mr. Fronzaglia has 13,334 shares of common stock underlying options outstanding, none of which are exercisable within 60 days
of June 11, 2021

(12) Includes (i) 83,334 shares of common stock underling options exercisable within 60 days of June 11,
2021.

(13) Includes (i) 938,672 shares of common stock held directly by Blue Sky Holdings Trust which are beneficially owned by Lori
Taylor, (ii) 191,667 shares of common stock underlying options exercisable within 60 days of June 11, 2021 held directly by
Ms. Taylor and (iii) 216,667 shares of common stock underlying warrants held directly by Ms. Taylor. Ms. Taylor is the trustee,
compliance officer, and protector of Blue Sky Holdings Trust.
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 CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Security Issuances

TruPet and Bona Vida Acquisitions

On May 6, 2019, we issued an aggregate of 2,504,589 shares of common stock, including 149,472 shares to
Anthony Santarsiero, a former officer of the Company and 633,488 shares to John M. Word III in exchange for all
remaining outstanding membership interests of TruPet. Pursuant to a registration rights agreement entered into in
connection with the acquisition of TruPet, we registered for the benefit of the holders thereof all of the common
stock issued in such transaction.

On May 6, 2019, we issued an aggregate of 3,017,213 shares of common stock, including 276,649 shares to
Damian Dalla-Longa, a former officer and member of the board of directors of the Company, 11,292 shares to
Michael Galego, a former member of the board of directors, and 59,847 shares to Michael Young in exchange for
all outstanding shares of common stock of Bona Vida. Pursuant to a registration rights agreement entered into in
connection with the acquisition of Bona Vida, we registered for the benefit of the holders thereof all of the common
stock issued in such transaction.

November 2019 Convertible Notes and Warrant Issuances

On November 4, 2019, we issued to John M. Word III: (i) $1.4 million in aggregate principal amount of our
subordinated convertible notes; and (ii) 917 warrants to purchase shares of our common stock.

December 2019 Convertible Notes and Warrant Issuances

Certain directors and shareholders of the Company (“Shareholder Guarantors”) agreed to enter into a Continuing
Guaranty (the “Shareholder Guaranties”) in the amount of $20.0 million and guarantee the Company’s obligations
under the Facilities Agreement entered into on December 19, 2019. As consideration for the Shareholder
Guaranties, the Company issued common stock purchase warrants to the Shareholder Guarantors in an amount
equal to 0.054 warrants for each dollar of debt under the agreement guaranteed by such Shareholder Guarantors
(the “Guarantor Warrants”). The Guarantor Warrants are exercisable any time from the date of issuance for up to
24 months from the date of the consummation of an IPO (as defined therein) at an exercise price $10.92 per share.
We issued 812,500 Shareholder Guarantor Warrants to John M. Word III, 216,667 Shareholder Guarantor Warrants
to Lori Taylor and 54,167 Shareholder Guarantor Warrants to Michael Young. Mr. Young and Ms. Taylor, each a
Shareholder Guarantor, were directors of the Company as of the date of the Shareholder Guaranty. Mr. Word was
elected to the Board in connection with the Shareholder Guaranty.

Upon the close of the acquisition of Halo in December 2019, we issued to Werner von Pein in satisfaction of a
transaction bonus as per his prior employment agreement: (i) $0.1 million of subordinated convertible notes; and
(ii) 1,203 warrants to purchase shares of our common stock, which were subsequently purchased by Robert
Sauermann.

June 2020 Convertible Notes and Warrant Issuances

On June 24, 2020, the Company issued $1.5 million in subordinated convertible promissory notes and common
stock purchase warrants to purchase up to 333,334 shares of the Company's common stock to John M. Word III,
a member of our board of directors and Edward J. Brown Jr, a shareholder of the Company. The June 2020
Convertible Notes are convertible at a conversion price of $4.50 per share and the warrants have an exercise price
of $7.50 per share. Pursuant to a registration rights agreement entered into in connection with the June 2020
Convertible Notes and Warrant Issuances, we registered for the benefit of the investors the shares of common stock
issuable upon conversion of the subordinated convertible promissory notes and exercise of the common stock
purchase warrants.

July 2020 Shareholder Guaranty Warrants

In connection with the Citizens ABL Facility, John M. Word, a director and shareholder agreed to enter into the
$7.5 million ABL Facility Guaranty in favor of the Company and guaranteeing our obligations under the Citizens
ABL Facility. In consideration of the ABL Facility Guaranty, the Company issued the July 2020 Warrants to
purchase up to 83,334 shares of the Company’s common stock at a price equal to $6.30 per share. 50,000 July 2020
Warrants were issued to Mr. Word, 16,667 July 2020 Warrants were issued to Michael Close, and 16,667 July 2020
Warrants were issued to Clinton Gee, each of whom was a member of the Company’s board of directors. The July
2020 Warrants are exercisable on the date of issuance and expire on the earlier of (i) 84 months from the date of the
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consummation of an underwritten public offering or other uplist transaction through which the Company lists its
common stock on the New York Stock Exchange, The Nasdaq Global Select Market, The Nasdaq Global Market or
another national securities exchange in the United States or Canada or (ii) June 30, 2030.

Series F Private Placement

In October 2020, we consummated the Series F Private Placement in which we raised approximately $18.2 million,
including investments by John M. Word III, Michael Young, Robert Sauermann, Clinton Gee, Michael Close,
Damian Dalla-Longa, Sharla Cook, and Anthony Santarsiero of approximately $6.3 million and an exchange of all
of our then outstanding Series E preferred stock of approximately $3.5 million. Each Series F Unit was sold in the
Series F Private Placement at a per unit price of $1,000 and consisted of (i) one share of Series F Preferred Stock,
which is convertible into shares of our common stock, at a value per share of common stock of $3.00 (subject to
adjustment and certain beneficial ownership limitations); and (ii) a warrant to purchase for a six year period such
number of shares of common stock into which such share of Series F Preferred Stock is convertible at an exercise
price per share of $4.50 (subject to adjustment and certain beneficial ownership limitations). Pursuant to a
registration rights agreement entered into in connection with the Series F Private Placement, we registered for the
benefit of the investors the shares of common stock issuable upon conversion of the Series F Preferred Stock.

January 2021 Private Placement

In January 2021, we consummated the January 2021 Private Placement in which we raised approximately
$4.1 million, including investments by John M. Word III, Donald Young, Anthony Santarsiero, Michael Young,
Scott Lerner, Robert Sauermann, Clinton Gee and Michael Close of approximately $0.9 million. Each Unit was
sold in the January 2021 Private Placement at a per unit price of $7.50 and consisted of (i) one share of the
Company’s common stock, par value $0.001 per share; and (ii) a warrant to purchase for a six year period one share
of common stock at an exercise price per share of $8.70 (subject to certain beneficial ownership limitations).
Pursuant to a registration rights agreement entered into in connection with the January 2021 Placement, we
registered for the benefit of the investors the shares of common stock issued in the January 2021 Private Placement.

Shareholder Guaranty

In connection with the Facilities Agreement in December 2019, certain of our directors and shareholders agreed to
enter into a Continuing Guaranty in favor of the Company and guaranteeing our obligations under the Facilities
Agreement. Pursuant to the Shareholder Guaranty, John M. Word III agreed to personally guarantee our obligations
in an amount not to exceed $15,000,000, Lori Taylor agreed to personally guarantee our obligations in an amount
not to exceed $4,000,000 and Michael Young agreed to personally guarantee our obligations in an amount not to
exceed $1,000,000.

In connection with the Citizens ABL Facility in July 2020, John M. Word III agreed to enter into the ABL Facility
Guaranty, dated as of July 16, 2020 in favor of the Company and guaranteeing our obligations under the Citizens
ABL Facility.

Policies and Procedures for Review of Related Party Transactions

A “Related Party Transaction” is a transaction, arrangement or relationship in which we or any of our subsidiaries
was, is or will be a participant, the amount of which involved exceeds $50,000 in any one fiscal year, and in which
any related person had, has or will have a direct or indirect material interest. A “Related Person” means:

• any person who is, or at any time during the applicable period was, one of our executive officers, one of
our directors, or a nominee to become one of our directors;

• any person who is known by us to be the beneficial owner of more than 5.0% of any class of our voting
securities;

• any immediate family member of any of the foregoing persons, which means any child, stepchild, parent,
stepparent, spouse, sibling, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law or
sister-in-law of a director, executive officer or a beneficial owner of more than 5.0% of any class of our
voting securities, and any person (other than a tenant or employee) sharing the household of such
director, executive officer or beneficial owner of more than 5.0% of any class of our voting securities; and
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• any firm, corporation or other entity in which any of the foregoing persons is employed or is a general
partner or principal or in a similar position or in which such person has a 5% or greater beneficial
ownership interest in any class of the Company’s voting securities.

Our Related Party Transactions policy subjects these transactions to review and either approval or disapproval of
entry into the Related Party Transaction, subject to certain limited exceptions, by our nominating and governance
committee. In determining whether to approve or disapprove entry into a Related Party Transaction, our nominating
and governance committee shall take into account, among other factors, the following: (i) whether the Related
Party Transaction is on terms no less favorable than terms generally available to an unaffiliated third-party under
the same or similar circumstances and (ii) the extent of the Related Person’s interest in the transaction. Further, the
policy requires that all Related Party Transactions required to be disclosed in our filings with the SEC be so
disclosed in accordance with applicable laws, rules and regulations.
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 DESCRIPTION OF CAPITAL STOCK

The following description is intended as a summary of our amended and restated certificate of incorporation
(which we refer to as our “charter”) and our bylaws, each of which will become effective prior to the effectiveness
of the registration statement of which this prospectus forms a part and which will be filed as exhibits to the
registration statement of which this prospectus forms a part, and to the applicable provisions of the Delaware
General Corporation Law. Because the following is only a summary, it does not contain all of the information that
may be important to you. For a complete description, you should refer to our charter and bylaws.

Our current certificate of incorporation authorizes us to issue:

• 200,000,000 shares of common stock, $0.001 par value per share;
and

• 4,000,000 shares of preferred stock, $0.001 par value per share, of which 30,000 shares are designated as
of Series F Preferred Stock preferred stock.

As of June 11, 2021 (as adjusted for the reverse stock split of 1-for-6), there were 11,088,058 shares of common
stock issued and outstanding and 17,294 shares of Series F Preferred Stock issued and outstanding.

Common Stock

Voting Rights

Holders of shares of our common stock are entitled to one vote per share held of record on all matters to be voted
upon by the stockholders. At each election for directors every stockholder entitled to vote at such election shall
have the right to vote, in person or by proxy, the number of shares owned by such stockholder for as many persons
as there are directors to be elected at that time and for whose election such stockholder has a right to vote.

Dividend Rights

Holders of shares of our common stock are entitled to ratably receive dividends when and if declared by our board
of directors out of funds legally available for that purpose, subject to any statutory or contractual restrictions on the
payment of dividends and to, if applicable, any prior rights and preferences that may be applicable to any
outstanding preferred stock.

Liquidation Rights

Upon our voluntary or involuntary liquidation, dissolution, distribution of assets or other winding up, holders of
shares of our common stock are entitled to receive ratably the assets available for distribution to the stockholders
after payment of liabilities and the liquidation preference of any of our outstanding shares of preferred stock.

Other Matters

The shares of common stock have no preemptive or conversion rights and are not subject to further calls or
assessment by us. There are no redemption or sinking fund provisions applicable to the common stock.
All outstanding shares of our common stock are fully paid and non-assessable.

Preferred Stock

Our amended and restated certificate of incorporation authorizes our board of directors, subject to any limitations
prescribed by law, without further stockholder approval, to establish and to issue from time to time one or more
series of preferred stock, par value $0.001 per share, covering up to an aggregate of 4,000,000 shares of preferred
stock. Each series of preferred stock will cover the number of shares and will have the powers, preferences, rights,
qualifications, limitations and restrictions determined by the board of directors, which may include, among others,
dividend rights, liquidation preferences, voting rights, conversion rights, preemptive rights and redemption rights.

Series F Preferred Stock

Voting Rights

Holders of shares of our Series F Preferred Stock are entitled to the whole number of votes equal to the number of
shares of common stock into which such holder’s Series F Preferred Stock would be convertible on the record date
for the vote or consent of stockholders, and otherwise has voting rights and powers equal to the voting rights and
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powers of the common stock. To the extent that under the DGCL the vote of the holders of the Series F Preferred
Stock, voting separately as a class or series as applicable, is required to authorize a given action of ours, the
affirmative vote or consent of the holders of at least a majority of the outstanding shares of Series F Preferred
Stock, voting together in the aggregate and not in separate series unless required under the DGCL, represented at a
duly held meeting at which a quorum is presented or by written consent of required holders (except as otherwise
may be required under the DGCL), voting together in the aggregate and not in separate series unless required under
the DGCL, will constitute the approval of such action by both the class or the series, as applicable. To the extent
that under the DGCL holders of the Series F Preferred Stock are entitled to vote on a matter with holders of shares
of common stock, voting together as one class, each share of Series F Preferred Stock will entitle holders to cast
that number of votes per share as is equal to the number of shares of common stock into which it is then
convertible. These rights are subject to maximum beneficial ownership percentages specified in the Series F
Certificate of Designation.

Dividend Rights

Holders of shares of our Series F Preferred Stock are entitled to participate in dividends on an as-converted basis
alongside holders of our common stock.

Liquidation Rights

Upon our voluntary or involuntary liquidation, dissolution or winding up, holders of Series F preferred stock are
entitled to receive in cash out of our assets whether from capital or from earnings available for distribution to its
stockholders, before any amount is paid to the holders of our common stock or other capital stock of the Company
ranking junior to the Series F Preferred Stock.

Conversion Rights

Subject to maximum beneficial ownership percentage limitations contained in the Series F Preferred Stock
Certificate of Designations, at any time, each holder of Series F Preferred Stock is entitled to convert any portion of
such holder’s outstanding Series F Preferred Stock into validly issued, fully paid and non-assessable shares of
common stock at a rate of $3.00 per share, subject to adjustment under certain conditions.

Participation Rights

The original purchasers of our Series F Preferred Stock have the right to participate in this offering pursuant to the
terms of the securities purchase agreement between the Company and such purchasers. Pursuant to the securities
purchase agreement, such purchasers are entitled to three days prior notice of the closing of this offering and the
right to purchase up to 35% of the shares of common stock in this offering. We have received written waivers of
these participation rights from purchasers holding approximately 99.9% of the outstanding Series F Preferred
Stock.

Other Matters

Each share of Series F Preferred Stock has a stated value of $1,000. In the event that the Company does not have
sufficient available shares of common stock available to issue to the holder of shares of Series F Preferred Stock
upon conversion of such holder’s shares, the Company is then required to pay cash to redeem the shares of Series F
Preferred Stock that could not be converted at a price based in part on the then recent closing sale prices of our
common stock. All outstanding shares of our Series F Preferred Stock are fully paid and non-assessable.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Equity Stock Transfer, LLC.

Anti-Takeover Effects of Provisions of Our Certificate of Incorporation, Our Bylaws and Delaware Law

Some provisions of Delaware law, our certificate of incorporation and our bylaws could make the following
transactions more difficult: an acquisition of us by means of a tender offer; an acquisition of us by means of a proxy
contest or otherwise; or the removal of our incumbent officers and directors. It is possible that these provisions
could make it more difficult to accomplish or could deter transactions that stockholders may otherwise consider to
be in their best interest or in our best interests, including transactions that provide for payment of a premium over
the market price for our shares.
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These provisions, summarized below, are intended to discourage coercive takeover practices and inadequate
takeover bids. These provisions are also designed to encourage persons seeking to acquire control of us to first
negotiate with our board of directors. We believe that the benefits of the increased protection of our potential ability
to negotiate with the proponent of an unfriendly or unsolicited proposal to acquire or restructure us outweigh the
disadvantages of discouraging these proposals because negotiation of these proposals could result in an
improvement of their terms.

Undesignated Preferred Stock

The ability of our board of directors, without action by the stockholders, to issue up to 3,970,000 shares of
undesignated preferred stock with voting or other rights or preferences as designated by our board of directors
could impede the success of any attempt to change control of us. These and other provisions may have the effect of
deferring hostile takeovers or delaying changes in control or management of our company.

Stockholder Meetings

Our bylaws provide that a special meeting of stockholders may be called only by our chairperson of the board, chief
executive officer or when requested in writing by the holders of not less than 10 percent of all the voting power
entitled to vote at the meeting.

Requirements for Advance Notification of Stockholder Nominations and Proposals

Our bylaws establish advance notice procedures with respect to stockholder proposals to be brought before a
stockholder meeting and the nomination of candidates for election as directors, other than nominations made by or
at the direction of the board of directors or a committee of the board of directors. Additionally, vacancies and newly
created directorships may be filled only by a vote of a majority of the directors then in office, even though less than
a quorum, and not by the stockholders.

Removal of Directors

Our bylaws provide that our board of directors may be removed from office by our stockholders with or without
cause, but only at a meeting of the shareholders called expressly for that purpose, upon the approval of the holders
of at least a majority in voting power of the outstanding shares of stock entitled to vote in the election of directors.

Stockholders Not Entitled to Cumulative Voting

Our certificate of incorporation does not permit stockholders to cumulate their votes in the election of directors.

Delaware Anti-Takeover Statute

We are subject to Section 203 of the DGCL, which prohibits persons deemed to be “interested stockholders” from
engaging in a “business combination” with a publicly held Delaware corporation for three years following the date
these persons become interested stockholders unless the business combination is, or the transaction in which the
person became an interested stockholder was, approved in a prescribed manner or another prescribed exception
applies. Generally, an “interested stockholder” is a person who, together with affiliates and associates, owns, or, in
certain cases, within three years prior to the determination of interested stockholder status did own, 15% or more of
a corporation’s voting stock. Generally, a “business combination” includes a merger, asset or stock sale, or other
transaction resulting in a financial benefit to the interested stockholder. The existence of this provision may have an
anti-takeover effect with respect to transactions not approved in advance by the board of directors.

Choice of Forum

Our bylaws provide that, unless we consent in writing to the selection of an alternative form, the Court of Chancery
of the State of Delaware will, to the fullest extent permitted by applicable law, be the sole and exclusive forum for:
(i) any derivative action or proceeding brought on our behalf, (ii) any action asserting a claim of breach of a
fiduciary duty owed by any director or officer (or affiliate of any of the foregoing) of us to us or the our
shareholders, (iii) any action asserting a claim arising pursuant to any provision of the DGCL or our certificate of
incorporation or bylaws, or (iv) any other action asserting a claim arising under, in connection with, and governed
by the internal affairs doctrine; provided that the exclusive forum provisions will not apply to suits brought to
enforce any liability or duty
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created by the Securities Act or the Exchange Act, or to any claim for which the federal courts have exclusive
jurisdiction. Any person or entity purchasing or otherwise acquiring any interest in shares of our capital stock will
be deemed to have notice of, and consented to, the provisions of our bylaws described in the preceding sentence.

Amendment of Bylaw Provisions

Our certificate of incorporation provides that our board of directors has the power to make, amend, alter or repeal
our bylaws. Our bylaws provide that they may be repealed or amended, and new bylaws maybe adopted, by our
board of directors or the stockholders in accordance with Section 109 of the DGCL.

Amendment of Charter Provisions

Our certificate of incorporation reserves our right to amend, alter, change or repeal any provision contained in our
certificate of incorporation, in the manner prescribed by statute, and all rights conferred upon stockholders in our
certificate of incorporation are granted subject to this reservation. Any amendments may be passed by a majority of
the outstanding voting power and not by a majority of each class or series of outstanding capital stock.

The provisions of Delaware law, our certificate of incorporation and our bylaws could have the effect of
discouraging others from attempting hostile takeovers and, as a consequence, they may also inhibit temporary
fluctuations in the market price of our common stock that often result from actual or rumored hostile takeover
attempts. These provisions may also have the effect of preventing changes in the composition of our board and
management. It is possible that these provisions could make it more difficult to accomplish transactions that
stockholders may otherwise deem to be in their best interests.

Conflicts of Interest

Delaware law permits corporations to adopt provisions renouncing any interest or expectancy in certain
opportunities that are presented to the corporation or its officers, directors or stockholders. Our bylaws provide that
no contract or other transaction between us and one or more of our directors or any other corporation, firm,
association or entity in which one or more of our directors are directors or officers or are financially interested, will
be either void or voidable because of such relationship or interest or because such director or directors are present at
the meeting of the board of directors or one of its committees which authorizes, approves or ratifies such contract or
transaction or because his or their votes are counted for such purpose, if: (a) the fact of such relationship or interest
is disclosed or known to our board of directors or committee thereof which authorizes, approves or ratifies the
contract or transaction by a vote or consent sufficient for the purpose without counting the votes or consents of such
interested directors; (b) the fact of such relationship or interest is disclosed or known to the shareholders entitled to
vote and they authorize, approve or ratify such contract or transaction by vote or written consent; or (c) the contract
or transaction is fair and reasonable to us at the time it is authorized by our board of directors, a committee thereof
or the stockholders. Common or interested directors may be counted in determining the presence of a quorum at a
meeting of our board of directors or a committee thereof which authorizes, approves or ratifies such contract or
transaction.

Limitation of Liability and Indemnification Matters

Our certificate of incorporation limits the liability of our directors for monetary damages for breach of their
fiduciary duty as directors, except to the extent such exemption or limitation thereof is not permitted under the
DGCL and applicable law. Delaware law provides that such a provision may not limit the liability of directors:

• for any breach of their duty of loyalty to us or our
stockholders;

• for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of
law;

• for unlawful payment of dividend or unlawful stock repurchase or redemption, as provided under
Section 174 of the DGCL; or

• for any transaction from which the director derived an improper personal
benefit.

Any amendment, repeal or modification of these provisions will be prospective only and would not affect any
limitation on liability of a director for acts or omissions that occurred prior to any such amendment, repeal or
modification.

85



 
TABLE OF CONTENTS

Our certificate of incorporation also require us to pay any expenses incurred by any director or officer in defending
against any such action, suit or proceeding in advance of the final disposition of such matter to the fullest extent
permitted by law, subject to the receipt of an undertaking by or on behalf of such person to repay all amounts so
advanced if it shall ultimately be determined that such person is not entitled to be indemnified as authorized by our
amended and restated bylaws or otherwise. We have entered or will enter into indemnification agreements with
each of our directors and executive officers. These agreements require us to indemnify these individuals to the
fullest extent permitted under Delaware law against liability that may arise by reason of their service to us and to
advance expenses incurred as a result of any proceeding against them as to which they could be indemnified. We
believe that the limitation of liability provision in our certificate of incorporation and the indemnification
agreements facilitate our ability to continue to attract and retain qualified individuals to serve as directors and
officers.
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 SHARES ELIGIBLE FOR FUTURE SALE

Sales of substantial amounts of our common stock in the public market (including securities convertible into or
redeemable, exchangeable or exercisable for shares of common stock) or the perception that such sales may occur
or the availability of such shares for sale in the public market, could adversely affect the prevailing market price of
our common stock.

As of June 11, 2021 (as adjusted for the reverse stock split of 1-for-6), we had 11,088,058 shares of our common
stock outstanding, assuming no exercise of outstanding options or warrants.

All of the shares of common stock sold in this offering will be freely transferable without restriction or further
registration under the Securities Act by persons other than “affiliates,” as that term is defined in Rule 144 under the
Securities Act, except that any shares held by our directors and executive officers will be subject to the lock-up
agreements described below.

Common stock purchased by our affiliates will be “restricted securities” under Rule 144. Restricted securities may
be sold in the public market only if they are registered under the Securities Act or if they qualify for an exemption
from registration under Rule 144 or Rule 701 under the Securities Act, which rules are summarized below.

As a result of the lock-up agreements described below and subject to the provisions of Rule 144 or Rule 701, shares
of our common stock will be available for sale in the public market as follows:

• beginning on the date of this prospectus, all [    ] shares of our common stock sold in this offering
will be immediately available for sale in the public market; and

• beginning 181 days after the date of this prospectus, approximately [    ] additional shares of
common stock may become eligible for sale in the public market upon the satisfaction of certain
conditions as set forth in the section titled “Lock-Up Agreements” and the volume and other restrictions
of Rule 144, as described below.

Lock-up Agreements

We and all of our directors and executive officers have agreed, or will agree, with the underwriters that, until 180
days after the Closing Date (as defined in the underwriting agreement), subject to certain exceptions as specified in
such agreements, we and they will not, without the prior written consent of D.A. Davidson & Co., directly or
indirectly, offer, sell, contract to sell, pledge, grant any option to purchase, make any short sale, or otherwise
dispose of or hedge any of our shares of common stock, any options, or any securities convertible into, or
exchangeable for or that represent the right to receive shares of our common stock.

Rule 144

In general, under Rule 144 as in effect on the date of this prospectus, a person (or persons whose common stock is
required to be aggregated) who is an affiliate and who has beneficially owned our common stock for at least six
months is entitled to sell in any three-month period a number of shares that does not exceed the greater of:

• 1% of the number of shares of our common stock then outstanding, which will equal approximately
shares immediately after completion of this offering; or

• the average weekly trading volume in our common stock on the NYSE American during the four calendar
weeks preceding the filing of a notice on Form 144 with respect to such a sale.

Sales by our affiliates under Rule 144 are also subject to manner of sale provisions and notice requirements and to
the availability of current public information about us. An “affiliate” is a person that directly, or indirectly through
one or more intermediaries, controls or is controlled by, or is under common control with, an issuer.

Under Rule 144, a person (or persons whose shares are aggregated) who is not deemed to have been an affiliate of
ours at any time during the 90 days preceding a sale, and who has beneficially owned the shares proposed to be
sold for at least six months (including the holding period of any prior owner other than an affiliate), would be
entitled to sell those shares subject only to availability of current public information about us, and after beneficially
owning such shares for at least 12 months, would be entitled to sell an unlimited number of shares without
restriction. To the extent that our affiliates sell their shares of common stock, other than pursuant to Rule 144 or a
registration statement, the purchaser’s holding period for the purpose of effecting a sale under Rule 144 commences
on the date of transfer from the affiliate.
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Stock Plan

We intend to file a Form S-8 under the Securities Act to register all shares of common stock issuable upon exercise
of options issued under our 2019 Plan. The registration statement on Form S-8 is expected to initially cover
approximately 2,200,000 million shares of our common stock. Shares registered under the Form S-8 registration
statement will be eligible for resale in the public market without restriction, subject to Rule 144 limitations
applicable to affiliates and the lock-up agreements described above.

Conversion of our Series F Preferred Stock and our Convertible Promissory Notes

Upon the closing of this offering and pursuant to their respective terms, our outstanding convertible notes will
convert into 2,763,455 share of common stock and our outstanding Series F Preferred Stock will convert into
5,768,517 shares of our common stock (in each case assuming a conversion as of March 31, 2021). The conversion
of our Series F Preferred stock is subject to the applicability of certain beneficial ownership limitations contained in
our certificate of designations pertaining to the Series F Preferred Stock to certain holders of the Series F Preferred
Stock. All of these shares of common stock have been registered under the Securities Act. See the information
under the heading entitled “Registration Rights” below.

Registration Rights

We have registered 26,948,096 shares of common stock for the benefit of the holders of such shares of common
stock, warrants to purchase common stock or Series F Convertible Preferred Stock pursuant to the following
registration rights agreements:

• Registration Rights Agreement, dated May 6, 2019, by and among the Company and the persons listed on
the signature pages thereto in connection with the May 2019 private placement, as amended by that
certain First Amendment to Registration Rights Agreement, dated June 10, 2019, by and among the
Company and the stockholders party thereto;

• Registration Rights Agreement, dated as of May 6, 2019, by and among Better Choice Company Inc. and
the former stockholders of Bona Vida listed on the signature pages thereto;

• Registration Rights Agreement, dated as of May 6, 2019, by and among Better Choice Company Inc. and
the former member of TruPet listed on the signature pages thereto;

• Registration Rights Agreement by and among the Company and the persons listed on the signature pages
thereto in connection with the November 2019 private placement;

• Registration Rights Agreement by and among the Company and the persons listed on the signature pages
thereto in connection with the June 2020 private placement;

• Registration Rights Agreement by and among the Company and the persons listed on the signature pages
thereto in connection with the October 2020 Series F Private Placement, as amended by that certain First
Amendment to Registration Rights Agreement; and

• Registration Rights Agreement by and among the Company and the persons listed on the signature pages
thereto in connection with the January 2021 Private Placement.

All of these shares of common stock are freely transferable without restriction or further registration under the
Securities Act by persons other than “affiliates,” as that term is defined in Rule 144 under the Securities Act, except
that any shares held by our directors and executive officers will be subject to the lock-up agreements described
above.
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 UNDERWRITING

D.A. Davidson & Co. is acting as representative of the underwriters named below. Subject to the terms and
conditions set forth in an underwriting agreement, each of the underwriters named below has severally agreed to
purchase from us the aggregate number of shares of common stock shown opposite their respective names below:

 
Number of

Shares

D.A. Davidson & Co.      

Roth Capital Partners, LLC  

 

Total

The underwriting agreement provides that the obligations of the several underwriters are subject to various
conditions, including approval of legal matters by counsel. The nature of the underwriters’ obligations commits
them to purchase and pay for all of the shares of common stock listed above if any are purchased. The underwriters
have reserved the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in part.

Certain of our officers and directors have indicated an interest in purchasing an aggregate of up to $2 million of our
common stock hereby at the assumed public offering price of $9.00 per share. Because this indication of interest is
not a binding agreement or commitment to purchase, such individuals may elect not to purchase any shares in this
offering, or the underwriter may elect not to sell any shares in this offering to such individuals. Any shares sold to
such officers or directors will be subject to the lock-up agreement described below.

Option to Purchase Additional Shares of Common Stock

We have granted the underwriters a 30-day option to purchase up to 675,000 additional shares of common stock
from us at the initial public offering price, less the underwriting discount and commissions, as set forth on the cover
page of this prospectus. If the underwriters exercise their option in whole or in part, each of the underwriters will be
separately committed, subject to the conditions described in the underwriting agreement, to purchase the additional
shares of our common stock in proportion to their respective commitments set forth in the table above.

Determination of Offering Price

The public offering price has been determined through negotiations between us and the representative. In addition
to prevailing conditions in the equity securities markets, including market valuations of publicly traded companies
considered comparable to our company, the factors considered in determining the public offering price included:

• our results of
operations;

• our current financial
condition;

• our future
prospects;

• our
management;

• recently quoted prices of our common stock on
OTCQX;

• the economic conditions in and future prospects for the industry in which we compete;
and

• other factors we and the representative deem
relevant.

We cannot assure you that an active or orderly trading market will develop for our common stock or that our
common stock will trade in the public markets subsequent to this offering at or above the initial public offering
price.

Commissions and Discounts

The underwriters will offer the shares directly to the public at the public offering price set forth on the cover page
of this prospectus, and at this price less a concession not in excess of $[   ] per share of common stock to other
dealers. After this offering, the offering price, concessions and other selling terms may be changed by the
underwriters. Our shares of common stock will be offered subject to receipt and acceptance by the underwriters and
to the other conditions, including the right to reject orders in whole or in part.
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The following table summarizes the compensation to be paid to the underwriters and the proceeds, before expenses,
payable to us:

 

Total 
Per

Share

Without Option
to Purchase
Additional

Shares

With Option
to Purchase 
Additional

Shares

Initial public offering price    

Underwriting discounts and commissions    

Proceeds, before estimated expenses, to us    

We estimate that our total expenses in connection with this offering, excluding underwriting discounts and
commissions, will be approximately $800,000. We have also agreed to reimburse the underwriters up to $150,000
for certain of their fees and expenses relating to the offering.

Indemnification of Underwriters

We will indemnify the underwriters against certain civil liabilities, including liabilities under the Securities Act and
liabilities arising from breaches of our representations and warranties contained in the underwriting agreement. If
we are unable to provide this indemnification, we will contribute to payments the underwriters may be required to
make in respect of those liabilities. We have also agreed to indemnify the underwriters for losses if the shares (other
than those purchased pursuant to the underwriters’ option to purchase additional shares) are not delivered to the
underwriters’ accounts on the initial settlement date.

No Sales of Similar Securities

We and each of our directors, executive officers and each of our stockholders holding more than 5% of our
outstanding common stock have entered into lock-up agreements with the representative prior to the
commencement of this offering pursuant to which each of these persons or entities, for a period of 180 days after
the date of this prospectus, may not offer, sell, contract to sell (including any short sale), pledge, hypothecate,
establish an open “put equivalent position” within the meaning of Rule 16a-1(h) under the Exchange Act, grant any
option, right or warrant for the sale of, purchase any option or contract to sell, sell any option or contract to purchase
or otherwise encumber, dispose of or transfer, grant any rights with respect to, directly or indirectly, any shares of
common stock or securities convertible into or exchangeable for shares of common stock, enter into a transaction
which would have the same effect or other arrangement that transfers, in whole or in part, any of the economic
consequences of ownership of the common stock, whether such aforementioned transaction is to be settled by
delivery of the common stock or such other securities, in cash or otherwise, or publicly disclose the intention to
make any such offer, sale, pledge or disposition, or to enter into any such transaction, swap hedge or other
arrangement, subject to specified exceptions. These restrictions shall also apply to any common stock received upon
exercise of options granted to or warrants owned by each of the persons or entities described in the immediately
preceding sentence. These restrictions will not apply to us with respect to issuances of common stock or securities
exercisable for, convertible into or exchangeable for common stock in connection with any acquisition,
collaboration, merger, licensing or other joint venture or strategic transaction involving our company, subject to
certain limitations.

The representative may release any of the securities subject to these lock-up agreements which, in the case of
officers and directors, shall be with notice.

Listing

We have applied to list our common stock on the NYSE American under the symbol “BTTR”.

Short Sales, Stabilizing Transactions and Penalty Bids

In order to facilitate this offering, persons participating in this offering may engage in transactions that stabilize,
maintain or otherwise affect the price of the shares during and after this offering. Specifically, the underwriters may
engage in the following activities in accordance with the rules of the SEC.

Short Sales

Short sales involve the sales by the underwriters of a greater number of shares of common stock than they are
required to purchase in the offering. Covered short sales are short sales made in an amount not greater than the
underwriters’ option to purchase additional shares of common stock. The underwriters may close out any covered
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short position by either exercising their option to purchase additional shares or purchasing shares in the open
market. In determining the source of shares to close out the covered short position, the underwriters will consider,
among other things, the price of our common stock available for purchase in the open market as compared to the
price at which they may purchase the shares through their option.

Naked short sales are any short sales in excess of such option to purchase additional shares of common stock.
The underwriters must close out any naked short position by purchasing shares of our common stock in the open
market. A naked short position is more likely to be created if the underwriters are concerned that there may be
downward pressure on the price of our common stock in the open market after pricing that could adversely affect
investors who purchase in this offering.

Stabilizing Transactions

The underwriters may make bids for or purchases of shares of our common stock for the purpose of pegging, fixing
or maintaining the price of our common stock, so long as stabilizing bids do not exceed a specified maximum.

Penalty Bids

If the underwriters purchase shares of our common stock in the open market in a stabilizing transaction or syndicate
covering transaction, they may reclaim a selling concession from the underwriters and selling group members who
sold those shares as part of this offering. Stabilization and syndicate covering transactions may cause the price of
our common stock to be higher than it would be in the absence of these transactions. The imposition of a penalty
bid might also influence the price of the shares if it discourages resales of the shares.

The transactions above may occur on the NYSE American or otherwise. Neither we nor the underwriters make any
representation or prediction as to the effect that the transactions described above may have on the price of our
common stock. If such transactions are commenced, they may be discontinued without notice at any time.

Discretionary Sales

The underwriters have informed us that they do not expect to confirm sales of the shares of common stock offered
by this prospectus to accounts over which they exercise discretionary authority without obtaining the specific
approval of the account holder.

Electronic Distribution

A prospectus in electronic format may be made available on the Internet or through other online services
maintained by one or more of the underwriters participating in this offering, or by their affiliates. Other than the
prospectus in electronic format, the information on any underwriter’s website and any information contained in any
other website maintained by an underwriter is not part of the prospectus or the registration statement of which this
prospectus forms a part, has not been approved or endorsed by us or any underwriter in its capacity as underwriter
and should not be relied upon by investors.

Relationships

The underwriters and their respective affiliates are full service financial institutions engaged in various activities,
which may include securities trading, commercial and investment banking, financial advisory, investment
management, principal investment, hedging, financing, and brokerage activities. Certain of the underwriters and
their affiliates have in the past provided and may in the future from time to time provide, investment banking and
other financing and banking services to us, for which they have in the past received, and may in the future receive,
customary fees and reimbursement for their expenses. In the ordinary course of their various business activities, the
underwriters and their respective affiliates may make or hold a broad array of investments and actively trade debt
and equity securities (or related derivative securities) and financial instruments, including bank loans, for their own
account and for the accounts of their customers and may at any time hold long and short positions in such securities
and instruments. Such investment and securities activities may involve our securities and instruments.

Notice to Non-U.S. Investors

European Economic Area and the United Kingdom

In relation to each Member State of the European Economic Area (each a “Relevant State”), no shares which are the
subject of the offering contemplated by this prospectus supplement have been offered or will be offered to the
public in that Relevant State prior to the publication of a prospectus in relation to the shares which has been
approved
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by the competent authority in that Relevant State or, where appropriate, approved in another Relevant State and
notified to the competent authority in that Relevant State, all in accordance with the Prospectus Regulation), except
that offers of shares may be made to the public in that Relevant State at any time under the following exemptions
under the Prospectus Regulation:

a. to any legal entity which is a qualified investor as defined under the Prospectus
Regulation;

b. to fewer than 150 natural or legal persons (other than qualified investors as defined under the Prospectus
Regulation), subject to obtaining the prior consent of the underwriter for any such offer; or

c. in any other circumstances falling within Article 1(4) of the Prospectus
Regulation,

provided that no such offer of shares shall require the issuer or the underwriter to publish a prospectus pursuant to
Article 3 of the Prospectus Regulation or supplement a prospectus pursuant to Article 23 of the Prospectus
Regulation.

Each person in a Relevant State who initially acquires any shares or to whom any offer is made will be deemed to
have represented, acknowledged and agreed to and with the Company and the Managers that it is a qualified
investor within the meaning of the Prospectus Regulation.

In the case of any shares being offered to a financial intermediary as that term is used in Article 5(1) of the
Prospectus Regulation, each such financial intermediary will be deemed to have represented, acknowledged and
agreed that the shares acquired by it in the offer have not been acquired on a non-discretionary basis on behalf of,
nor have they been acquired with a view to their offer or resale to, persons in circumstances which may give rise to
an offer to the public other than their offer or resale in a Relevant State to qualified investors, in circumstances in
which the prior consent of the underwriter has been obtained to each such proposed offer or resale.

The Company, the underwriter and their affiliates will rely upon the truth and accuracy of the foregoing
representations, acknowledgements and agreements.

For the purposes of this provision, the expression an “offer to the public” in relation to any shares in any Relevant
State means the communication in any form and by any means of sufficient information on the terms of the offer
and any shares to be offered so as to enable an investor to decide to purchase or subscribe for any shares, and the
expression “Prospectus Regulation” means Regulation (EU) 2017/1129.

The above selling restriction is in addition to any other selling restrictions set out below.

In connection with the offering, the representative is not acting for anyone other than the issuer and will not be
responsible to anyone other than the issuer for providing the protections afforded to their clients nor for providing
advice in relation to the offering.

United Kingdom

In relation to the United Kingdom (“UK”), no shares of common stock have been offered or will be offered to the
public in the UK prior to the publication of a prospectus in relation to the shares which has been approved by the
Financial Conduct Authority in the UK in accordance with the UK Prospectus Regulation and the FSMA, except
that offers of shares may be made to the public in the UK at any time under the following exemptions under the
UK Prospectus Regulation and the FSMA:

a. to any legal entity which is a qualified investor as defined under the UK Prospectus
Regulation;

b. to fewer than 150 natural or legal persons (other than qualified investors as defined under the
UK Prospectus Regulation), subject to obtaining the prior consent of underwriter for any such offer; or

c. at any time in other circumstances falling within section 86 of the
FSMA,

provided that no such offer of shares shall require the Issuer or any Manager to publish a prospectus pursuant to
Section 85 of the FSMA or Article 3 of the UK Prospectus Regulation or supplement a prospectus pursuant to
Article 23 of the UK Prospectus Regulation.

Each person in the UK who initially acquires any shares or to whom any offer is made will be deemed to have
represented, acknowledged and agreed to and with the Company and the Managers that it is a qualified investor
within the meaning of the UK Prospectus Regulation.
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In the case of any shares being offered to a financial intermediary as that term is used in Article 5(1) of the UK
Prospectus Regulation, each such financial intermediary will be deemed to have represented, acknowledged and
agreed that the shares acquired by it in the offer have not been acquired on a non-discretionary basis on behalf of,
nor have they been acquired with a view to their offer or resale to, persons in circumstances which may give rise to
an offer to the public other than their offer or resale in the UK to qualified investors, in circumstances in which the
prior consent of the underwriter has been obtained to each such proposed offer or resale.

The Company, the underwriter and their affiliates will rely upon the truth and accuracy of the foregoing
representations, acknowledgements and agreements.

For the purposes of this provision, the expression an “offer to the public” in relation to any shares in the UK means
the communication in any form and by any means of sufficient information on the terms of the offer and any shares
to be offered so as to enable an investor to decide to purchase or subscribe for any shares, the expression “UK
Prospectus Regulation” means Regulation (EU) 2017/1129 as it forms part of domestic law by virtue of the
European Union (Withdrawal) Act 2018, and the expression “FSMA” means the Financial Services and Markets
Act 2000.

In connection with the offering, the representative is not acting for anyone other than the issuer and will not be
responsible to anyone other than the issuer for providing the protections afforded to their clients nor for providing
advice in relation to the offering.

This document is for distribution only to persons who (i) have professional experience in matters relating to
investments and who qualify as investment professionals within the meaning of Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended the “Financial Promotion Order”),
(ii) are persons falling within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc.”)
of the Financial Promotion Order, (iii) are outside the United Kingdom, or (iv) are persons to whom an invitation
or inducement to engage in investment activity (within the meaning of Section 21 of the Financial Services and
Markets Act 2000, as amended (“FSMA”)) in connection with the issue or sale of any securities may otherwise
lawfully be communicated or caused to be communicated (all such persons together being referred to as “relevant
persons”). This document is directed only at relevant persons and must not be acted on or relied on by persons who
are not relevant persons. Any investment or investment activity to which this document relates is available only to
relevant persons and will be engaged in only with relevant persons.

Canada

The shares may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited
investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities
Act (Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration Requirements,
Exemptions and Ongoing Registrant Obligations. Any resale of the shares must be made in accordance with an
exemption from, or in a transaction not subject to, the prospectus requirements of applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for
rescission or damages if this prospectus supplement (including any amendment thereto) contains a
misrepresentation, provided that the remedies for rescission or damages are exercised by the purchaser within the
time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer
to any applicable provisions of the securities legislation of the purchaser’s province or territory for particulars of
these rights or consult with a legal advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the underwriters are
not required to comply with the disclosure requirements of NI 33-105 regarding underwriter conflicts of interest in
connection with this offering.

Israel

In the State of Israel, this prospectus supplement shall not be regarded as an offer to the public to purchase shares
of common stock under the Israeli Securities Law, 5728 – 1968, which requires a prospectus to be published and
authorized by the Israel Securities Authority, if it complies with certain provisions of Section 15 of the Israeli
Securities Law, 5728 – 1968, including, inter alia, if: (i) the offer is made, distributed or directed to not more than
35 investors, subject to certain conditions (the “Addressed Investors”); or (ii) the offer is made, distributed or
directed to certain qualified investors defined in the First Addendum of the Israeli Securities Law, 5728 – 1968,
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subject to certain conditions (the “Qualified Investors”). The Qualified Investors shall not be taken into account in
the count of the Addressed Investors and may be offered to purchase securities in addition to the 35 Addressed
Investors. The company has not and will not take any action that would require it to publish a prospectus in
accordance with and subject to the Israeli Securities Law, 5728 – 1968. We have not and will not distribute this
prospectus supplement or make, distribute or direct an offer to subscribe for our common stock to any person
within the State of Israel, other than to Qualified Investors and up to 35 Addressed Investors.

Qualified Investors may have to submit written evidence that they meet the definitions set out in of the
First Addendum to the Israeli Securities Law, 5728 – 1968. In particular, we may request, as a condition to be
offered common stock, that Qualified Investors will each represent, warrant and certify to us and/or to anyone
acting on our behalf: (i) that it is an investor falling within one of the categories listed in the First Addendum to the
Israeli Securities Law, 5728 – 1968; (ii) which of the categories listed in the First Addendum to the Israeli
Securities Law, 5728 – 1968 regarding Qualified Investors is applicable to it; (iii) that it will abide by all provisions
set forth in the Israeli Securities Law, 5728 – 1968 and the regulations promulgated thereunder in connection with
the offer to be issued common stock; (iv) that the shares of common stock that it will be issued are, subject to
exemptions available under the Israeli Securities Law, 5728 – 1968: (a) for its own account; (b) for investment
purposes only; and (c) not issued with a view to resale within the State of Israel, other than in accordance with the
provisions of the Israeli Securities Law, 5728 – 1968; and (v) that it is willing to provide further evidence of its
Qualified Investor status. Addressed Investors may have to submit written evidence in respect of their identity and
may have to sign and submit a declaration containing, inter alia, the Addressed Investor’s name, address and
passport number or Israeli identification number.

We have not authorized and do not authorize the making of any offer of securities through any financial
intermediary on our behalf, other than offers made by the underwriters and their respective affiliates, with a view to
the final placement of the securities as contemplated in this document. Accordingly, no purchaser of the shares,
other than the underwriters, is authorized to make any further offer of shares on our behalf or on behalf of the
underwriters.

Switzerland

The shares may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange (“SIX”) or
on any other stock exchange or regulated trading facility in Switzerland. This document does not constitute a
prospectus within the meaning of, and has been prepared without regard to the disclosure standards for issuance
prospectuses under art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure standards for listing
prospectuses under art. 27 ff. of the SIX Listing Rules or the listing rules of any other stock exchange or regulated
trading facility in Switzerland. Neither this document nor any other offering or marketing material relating to the
shares or the offering may be publicly distributed or otherwise made publicly available in Switzerland.

Neither this document nor any other offering or marketing material relating to the offering, the Company or the
shares have been or will be filed with or approved by any Swiss regulatory authority. In particular, this document
will not be filed with, and the offer of shares will not be supervised by, the Swiss Financial Market Supervisory
Authority (“FINMA”), and the offer of shares has not been and will not be authorized under the Swiss Federal Act
on Collective Investment Schemes (“CISA”). The investor protection afforded to acquirers of interests in collective
investment schemes under the CISA does not extend to acquirers of shares.
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 LEGAL MATTERS

The validity of our common stock offered in this prospectus is being passed upon for us by Meister Seelig &
Fein LLP, New York, New York. Certain legal matters in connection with this offering will be passed upon for the
underwriters by Dorsey & Whitney LLP, Salt Lake City, Utah.

 EXPERTS

The consolidated financial statements of Better Choice Company Inc. (the Company) at December 31, 2020 and
2019, and for each of the two years in the period ended December 31, 2020, appearing in this Prospectus and
Registration Statement have been audited by Ernst & Young LLP, independent registered public accounting firm,
as set forth in their report thereon (which contains an explanatory paragraph describing conditions that raise
substantial doubt about the Company’s ability to continue as a going concern as described in Note 1 to the
consolidated financial statements) appearing elsewhere herein, and are included in reliance upon such reports given
on the authority of such firm as experts in accounting and auditing.

 WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed with the Securities and Exchange Commission a registration statement on Form S-1 under the
Securities Act with respect to the shares of common stock being offered by this prospectus. This prospectus, which
constitutes part of that registration statement, does not contain all of the information in the registration statement
and its exhibits. For further information with respect to us and the common stock offered by this prospectus, we
refer you to the registration statement and its exhibits. Where we make statements in this prospectus as to the
contents of any contract or any other document, for the complete text of that document, we refer you to the copy of
the contract or other document filed as an exhibit to the registration statement. Each of these statements is qualified
in all respects by this reference.

We file periodic reports, proxy statements, and other information with the SEC. These documents may be accessed
through the SEC’s electronic data gathering, analysis and retrieval system, or EDGAR, via electronic means,
including the SEC’s home page on the Internet (www.sec.gov).

Our website is located at https://www.betterchoicecompany.com. Through our website, we make available, free of
charge, the following documents as soon as reasonably practicable after they are electronically filed with, or
furnished to, the SEC: our Annual Reports on Form 10-K; our proxy statements for our annual and special
stockholder meetings; our Quarterly Reports on Form 10-Q; our Current Reports on Form 8-K; Forms 3, 4 and 5
and Schedules 13G; and amendments to those documents. The reference to our website address does not constitute
incorporation by reference of the information contained at or available through our website, and you should not
consider it to be a part of this prospectus.
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 Better Choice Company Inc.
Condensed Consolidated Balance Sheets

(Dollars in thousands, except share and per share amounts)

 

March 31, 
2021

Unaudited

December 31,
2020

Audited

Assets   
Cash and cash equivalents $ 4,298 $ 3,926
Restricted cash 63 63
Accounts receivable, net 6,675 4,631
Inventories, net 4,582 4,869
Prepaid expenses and other current assets 4,258 4,074

Total Current Assets 19,876 17,563
Property and equipment, net 205 252
Right-of-use assets, operating lease 305 345
Intangible assets, net 12,732 13,115
Goodwill 18,614 18,614
Other assets 635 1,364

Total Assets $ 52,367 $ 51,253

Liabilities & Stockholders’ Deficit   
Current Liabilities   
Term loans, net $ 628 $ 7,826
PPP loans 315 190
Other liabilities 41 47
Accounts payable 5,221 3,137
Accrued liabilities 2,090 3,003
Deferred revenue 257 350
Operating lease liability 180 173
Warrant liabilities 46,333 39,850

Total Current Liabilities 55,065 54,576
Non-current Liabilities   
Notes payable, net 19,609 18,910
Term loans, net 5,219 —
Lines of credit, net 4,781 5,023
PPP loans 537 662
Operating lease liability 136 184

Total Non-current Liabilities 30,282 24,779

Total Liabilities 85,347 79,355
Stockholders’ Deficit   
Common stock, $0.001 par value, 200,000,000 shares authorized, 66,004,348 and

51,908,398 shares issued and outstanding as of March 31, 2021 and December 31,
2020, respectively 66 52

Series F Preferred Stock, $0.001 par value, 30,000 shares authorized, 17,306 and
21,754 shares issued and outstanding as of March 31, 2021 and December 31,
2020, respectively — —

Additional paid-in capital 240,847 232,487
Accumulated deficit (273,893) (260,641)

Total Stockholders’ Deficit (32,980) (28,102)

Total Liabilities and Stockholders’ Deficit $ 52,367 $ 51,253

See accompanying notes to the unaudited condensed consolidated financial statements.

F-2



 
TABLE OF CONTENTS

Better Choice Company Inc.
 Unaudited Condensed Consolidated Statements of Operations and Comprehensive Loss

(Dollars in thousands, except share and per share amounts)

 Three Months Ended March 31,

 2021 2020

Net sales $ 10,830 $ 12,226

Cost of goods sold 6,556 8,069

Gross profit 4,274 4,157

Operating expenses:   

General and administrative 4,551 8,245

Share-based compensation 2,525 2,485

Sales and marketing 2,336 1,959

Total operating expenses 9,412 12,689

Loss from operations (5,138) (8,532)

Other expense (income):   

Interest expense 835 2,301

Loss on extinguishment of debt 394 —

Change in fair value of warrant liabilities 6,483 (1,379)

Total other expense, net 7,712 922

Net and comprehensive loss (12,850) (9,454)

Preferred dividends — 34

Net and comprehensive loss available to common stockholders $ (12,850) $ (9,488)

Weighted average number of shares outstanding, basic and diluted 57,525,054 48,526,396

Loss per share, basic and diluted $ (0.23) $ (0.20)

See accompanying notes to the unaudited condensed consolidated financial statements.
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Better Choice Company Inc.
 Unaudited Condensed Consolidated Statements of Stockholders’ Deficit

(Dollars in thousands except shares)

 Common Stock

Series F Convertible
Preferred 

Stock Additional
paid-in 
capital

Accumulated
deficit

Total 
Stockholders’

Deficit Shares Amount Shares Amount

Balance as of December 31, 2020 51,908,398 $52 21,754 $ — $232,487 $(260,641) $(28,102)

Shares and warrants issued pursuant to
private placement 3,280,400 3 — — 4,069 — 4,072

Share-based compensation 105,222 — — — 2,544 — 2,544

Warrant exercises 1,784,298 2 — — 1,308 — 1,310

Shares issued to third-party for
services 30,000 — — — 46 — 46

Warrant modifications — — — 402 (402) —  

Conversion of Series F shares to
common stock 8,896,030 9 (4,448) — (9) — —

Net and comprehensive loss available
to common stockholders — — — — — (12,850) (12,850)

Balance as of March 31, 2021 66,004,348 $66 17,306 $ — $240,847 $(273,893) $(32,980)

 Common Stock Additional
Paid-In 
Capital

Accumulated
Deficit

Total 
Stockholders’

Deficit

Redeemable Series E 
Convertible Preferred

Stock

 Shares Amount Shares Amount

Balance as of December 31, 2019 47,977,390 $48 $194,150 $(201,269) $ (7,071) 1,387,378 $10,566

Shares issued pursuant to a private
placement 308,642 — 500 — 500 — —

Share-based compensation 455,956 1 2,484 — 2,485 — —

Shares and warrants issued to third
party for contract termination 72,720 — 198 — 198 — —

Shares issued to third parties for
services 125,000 — 125 — 125 — —

Warrants issued to third parties for
services — — 2,594 — 2,594 — —

Net and comprehensive loss available
to common stockholders — — — (9,488) (9,488) — —

Balance as of March 31, 2020 48,939,708 $49 $200,051 $(210,757) $(10,657) 1,387,378 $10,566

See accompanying notes to the unaudited condensed consolidated financial statements.
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Better Choice Company Inc.
 Unaudited Condensed Consolidated Statements of Cash Flows

(Dollars in thousands)

 
Three Months Ended 

March 31,

 2021 2020

Cash Flow from Operating Activities:   
Net and comprehensive loss available to common stockholders $(12,850) $(9,488)
Adjustments to reconcile net and comprehensive loss to net cash used in operating

activities:   
Shares and warrants issued to third parties for services 46 2,792
Depreciation and amortization 411 457
Amortization of debt issuance costs and discounts 161 1,090
Share-based compensation 2,544 2,485
Change in fair value of warrant liabilities 6,483 (1,379)
Payment In Kind (PIK) interest expense on notes payable 548 459
Other (92) 644

Changes in operating assets and liabilities:   
Accounts receivable, net (2,044) (297)
Inventories, net 287 1,818
Prepaid expenses and other assets 545 5
Accounts payable and accrued liabilities 1,735 26
Other (99) 229

Cash Used in Operating Activities $ (2,325) $(1,159)

   
Cash Flow from Investing Activities   
Acquisition of property and equipment $ — $ (8)

Cash Used in Investing Activities $ — $ (8)

   
Cash Flow from Financing Activities   
Proceeds from shares and warrants issued pursuant to private placement, net $ 4,012 $ —
Proceeds from revolving lines of credit 5,155 500
Payments on revolving lines of credit (5,584) —
Proceeds from term loan 6,000 —
Payments on term loans (8,080) —
Cash received for warrant exercises 1,310 —
Debt issuance costs (116) —

Cash Provided by Financing Activities $ 2,697 $ 500

   
Net increase (decrease) in cash and cash equivalents and restricted cash $ 372 $ (667)
Total cash and cash equivalents and restricted cash, Beginning of Period 3,989 2,534

Total cash and cash equivalents and restricted cash, End of Period $ 4,361 $ 1,867

Supplemental cash flow information

 
Three Months Ended 

March 31,

 2021 2020

Cash paid during the period for:   
Income taxes $ — $ —
Interest $148 $613

Non-cash financing and investing transactions   
Stock issued for services $ — $125

See accompanying notes to the unaudited condensed consolidated financial statements.
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 Notes to the Condensed Consolidated Financial Statements
(Unaudited)

Note 1 - Nature of business and summary of significant accounting policies

Nature of the Business

Better Choice Company Inc. is a growing animal health and wellness company focused on providing pet products
and services that help dogs and cats live healthier, happier and longer lives. The Company sells its product offering
under the Halo and TruDog brands, which have a long history of providing high quality products to pet parents. The
Company believes its portfolio of brands are well-positioned to benefit from the trends of growing pet
humanization and an increased consumer focus on health and wellness, and the Company has adopted a laser
focused, channel-specific approach to growth that is driven by new product innovation. The Company has a broad
portfolio of over 100 active premium and super-premium animal health and wellness products for dogs and cats
sold under its Halo, and TruDog brands across multiple forms, including foods, treats, toppers, dental products,
chews, grooming products and supplements. The products consist of naturally formulated premium kibble and
canned dog and cat food, freeze-dried raw dog food and treats, vegan dog food and treats, oral care products,
supplements and grooming aids. The core products sold under the Halo brand are sustainably sourced, derived from
real whole meat and no rendered meat meal and include non-genetically modified fruits and vegetables. The core
products sold under the TruDog brand are made according to the Company's nutritional philosophy of fresh, meat-
based nutrition and minimal processing.

Basis of Presentation

The Company’s condensed consolidated financial statements are prepared in accordance with the rules and
regulations of the U.S. Securities and Exchange Commission (“SEC”) for interim financial reports and accounting
principles generally accepted in the United States (“GAAP”). Results of operations for interim periods may not be
representative of results to be expected for the full year.

Certain reclassifications have been made to conform the prior period data to the current presentation. These
reclassifications had no material effect on the reported results.

These condensed consolidated financial statements should be read in conjunction with the audited consolidated
financial statements and accompanying notes in the Company’s Annual Report for the year ended December 31,
2020, filed with the SEC.

Consolidation

The financial statements are presented on a consolidated basis subsequent to acquisitions and include the accounts
of the Company and its wholly owned subsidiaries. All intercompany transactions and balances have been
eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenue and expenses during the reporting
periods. The Company bases its estimates on historical experience and on various other assumptions that the
Company believes to be reasonable under the circumstances. On an ongoing basis, the Company evaluates these
assumptions, judgments and estimates. Actual results may differ from these estimates.

In the opinion of management, the condensed consolidated financial statements contain all adjustments necessary
for a fair statement of the results of operations and comprehensive loss for the periods ended March 31, 2021 and
2020, the financial position as of March 31, 2021 and December 31, 2020 and the cash flows for the periods ended
March 31, 2021 and 2020.

Going Concern Considerations

The Company is subject to risks common in the pet wellness consumer market including, but not limited to,
dependence on key personnel, competitive forces, successful marketing and sale of its products, the successful
protection of its proprietary technologies, ability to grow into new markets, and compliance with government
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regulations. As of March 31, 2021, the Company has not experienced a significant adverse impact to its business,
financial condition or cash flows resulting from the COVID-19 pandemic. However, uncertainties regarding the
continued economic impact of COVID-19 are likely to result in sustained market turmoil which could also
negatively impact the Company's business, financial condition, and cash flows in the future. The Company has
continually incurred losses and has an accumulated deficit. The Company continues to rely on current investors and
the public markets to finance these losses through debt and/or equity issuances. These operating losses, working
capital deficit and the outstanding debt create substantial doubt about the Company’s ability to continue as a going
concern for a period of twelve months from the date these condensed consolidated financial statements are issued.

The Company is implementing plans to achieve cost savings and other strategic objectives to address these
conditions. The Company expects cost savings from consolidation of third-party manufacturers, optimizing
shipping and warehousing as well as overhead cost reductions. The business is focused on successful completion of
capital raises and growing the most profitable channels while reducing investments in areas that are not expected to
have long-term benefits. The accompanying condensed consolidated financial statements have been prepared
assuming the Company will continue as a going concern, which contemplates the realization of assets and
payments of liabilities in the ordinary course of business. Accordingly, the condensed consolidated financial
statements do not include any adjustments relating to the recoverability and classification of asset carrying amounts
or the amount of and classification of liabilities that may result should the Company be unable to continue as a
going concern.

Summary of Significant Accounting Policies

For additional information, please refer to our most recently filed Annual Report regarding the Company's
summary of significant accounting policies.

New Accounting Standards

Recently adopted

ASU 2020-03 “Codification Improvements to Financial Instruments”

In March 2020, FASB issued Accounting Standards Update (“ASU”) 2020-03, Codification Improvement to
Financial Instruments. This ASU improves and clarifies various financial instruments topics, including the current
expected credit losses standard issued in 2016. The ASU includes seven different issues that describe the areas of
improvement and the related amendments to GAAP, intended to make the standards easier to understand and apply
by eliminating inconsistencies and providing clarifications. The amendments have different effective dates, some of
which were effective for the Company beginning on January 1, 2021. The amendments adopted did not have a
material impact on the Company’s condensed consolidated financial statements.

ASU 2019-12 “Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes”

In December 2019, the FASB issued ASU No. 2019-12, “Income Taxes (Topic 740): Simplifying the Accounting
for Income Taxes” (“ASU 2019-12”), which is intended to simplify various aspects related to accounting for
income taxes. ASU 2019-12 removes certain exceptions to the general principles in Topic 740 and also clarifies and
amends existing guidance to improve consistent application. This new guidance was effective for the Company
beginning on January 1, 2021 and did not have an impact on the Company’s condensed consolidated financial
statements.

Issued but not yet adopted

ASU 2016-13 “Financial Instruments – Credit Losses (Topic 326)”

In June 2016, the FASB issued ASU 2016-13 “Financial Instruments - Credit Losses (Topic 326),” a new standard
to replace the incurred loss impairment methodology under current GAAP with a methodology that reflects
expected credit losses and requires consideration of a broader range of reasonable and supportable information to
inform credit loss estimates. The standard is effective for the Company on January 1, 2023, and early adoption is
permitted. The Company is currently evaluating the impact the new standard will have on its consolidated financial
statements.

ASU 2020-04 “Reference Rate Reform (Topic 848), Facilitation of the Effects of Reference Rate Reform on
Financial Reporting”

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of
Reference Rate Reform on Financial Reporting. This ASU provides optional expedient and exceptions for applying
generally accepted accounting principles to contracts, hedging relationships, and other transactions affected by
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reference rate reform if certain criteria are met. In response to the concerns about structural risks of interbank
offered rates (IBORs) and, particularly, the risk of cessation of the London Interbank Offered Rate (LIBOR),
regulators in several jurisdictions around the world have undertaken reference rate reform initiatives to identify
alternative reference rates that are more observable or transaction based and less susceptible to manipulation. The
ASU provides companies with optional guidance to ease the potential accounting burden associated with
transitioning away from reference rates that are expected to be discontinued. The ASU can be adopted no later than
December 1, 2022 with early adoption permitted. The Company is currently evaluating the impact the standard will
have on its consolidated financial statements and related disclosures.

ASU 2020-06 “Debt — Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging
— Contracts in Entity’s Own Equity (Subtopic 815-40), Accounting for Convertible Instruments and Contracts in
an Entity’s Own Equity

In August 2020, FASB issued ASU 2020-06, Debt - Debt with Conversion and other Options (Subtopic 470-20)
and Derivatives and Hedging - Accounting for Convertible Instruments and Contracts in an Entity's Own Equity.
This ASU reduces the number of accounting models for convertible instruments, amends diluted EPS calculations
for convertible instruments, and amends the requirements for a contract (or embedded derivative) that is potentially
settled in an entity’s own shares to be classified in equity. This standard is effective for the Company beginning on
January 1, 2024 with early adoption permitted. The Company is currently evaluating the impact of this standard on
its consolidated financial statements and related disclosures.

Note 2 - Revenue

The Company records revenue net of discounts, which primarily consist of early pay discounts, general percentage
allowances and contractual trade promotions.

The Company excludes sales taxes collected from revenues. Retail-partner based customers are not subject to sales
tax.

The Company’s direct-to-consumer (“DTC”) loyalty program enables customers to accumulate points based on
their spending. A portion of revenue is deferred at the time of sale when points are earned and recognized when the
loyalty points are redeemed. As of March 31, 2021 and December 31, 2020, customers held unredeemed loyalty
program awards of $0.3 million and $0.4 million, respectively.

Shipping Costs

Shipping costs associated with moving finished products to customers were $0.5 million and $0.4 million for the
three months ended March 31, 2021 and 2020, respectively. Such shipping costs are recorded as part of general and
administrative expenses.

Revenue Channels

The Company groups its revenue channels into four distinct categories: E-Commerce, which includes the sale of
product to online retailers such as Amazon and Chewy; Brick & Mortar, which includes the sale of product to pet
specialty chains such as Petco, PetSmart, select grocery chains, and neighborhood pet stores; DTC which includes
the sale of product through the Company's online web platform to more than 20,000 unique customers; and
International, which includes the sale of product to foreign distribution partners (transacted in U.S. dollars) and to
select international retailers. Information about the Company’s net sales by revenue channel is as follows (in
thousands):

 Three Months Ended March 31,

 2021 2020

E-commerce $ 4,010 37% $ 4,481 37%

Brick & Mortar 1,894 18% 2,897 23%

DTC 2,436 22% 2,804 23%

International 2,490 23% 2,044 17%

Net Sales $10,830 100% $12,226 100%
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Note 3 - Inventories

Inventories are summarized as follows (in thousands):

 
March 31,

2021
December 31,

2020

Food, treats and supplements $4,439 $4,987

Inventory packaging and supplies 503 596

Total Inventories 4,942 5,583

Inventory reserve (360) (714)

Inventories, net $4,582 $4,869

Note 4 - Prepaid expenses and other current assets

 
March 31,

2021
December 31,

2020

Prepaid advertising contract with iHeart (1) $2,500 $1,788

Other prepaid expenses and other current assets (2) 1,758 2,286

Total Prepaid expenses and other current assets $4,258 $4,074

(1) On August 28, 2019, the Company entered into a radio advertising agreement with iHeart Media + Entertainment, Inc. and issued
1,000,000 shares of common stock valued at $3.4 million for future advertising services. The Company issued an additional
125,000 shares valued at $0.1 million on March 5, 2020 pursuant to the agreement. The current portion of the remaining value,
reflected above, is the remaining value of services that are required to be utilized within the next twelve months, unless the term is
extended. The long-term portion of the remaining value of $0.5 million and $1.2 million was recorded in other non-current assets
as of March 31, 2021 and December 31, 2020, respectively.

(2) As of March 31, 2021, this amount includes various other prepaid contracts. During the fourth quarter of 2020, the Company
entered into an agreement for access to an investment platform in exchange for 500,000 shares of common stock valued at
$0.5 million and also entered into an agreement for marketing services in exchange for 500,000 shares of common stock valued at
$0.5 million.

Note 5 - Accrued liabilities

Accrued liabilities consist of the following (in thousands):

 
March 31,

2021
December 31,

2020

Accrued professional fees $ 225 $ 704

Accrued sales tax 412 1,009

Accrued payroll and benefits 1,147 913

Accrued trade promotions 112 106

Accrued interest 24 86

Other 170 185

Total accrued liabilities $2,090 $3,003

Note 6 - Intangible assets, royalties, and goodwill

Intangible assets

The Company’s intangible assets (in thousands) and related useful lives (in years) are as follows:

 

Estimated
Useful

Life

Gross
Carrying
Amount

March 31, 2021 December 31, 2020

 
Accumulated
Amortization

Net
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Customer relationships 7 $ 7,190 $(1,317) $ 5,873 $(1,059) $ 6,131

Trade name 15 7,500 (641) 6,859 (516) 6,984

Total intangible assets  $14,690 $(1,958) $12,732 $(1,575) $13,115

Amortization expense was $0.4 million for the three months ended March 31, 2021 and 2020, respectively.
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The estimated future amortization of intangible assets over the remaining weighted average useful life of 10.0 years
is as follows (in thousands):

Remainder of 2021 $ 1,145

2022 1,527

2023 1,527

2024 1,527

2025 1,527

Thereafter 5,479

 $12,732

There were no indicators or impairment of the intangible assets as of March 31, 2021.

Goodwill

Goodwill was $18.6 million as of March 31, 2021 and December 31, 2020, respectfully. The Company performed a
quantitative assessment for its annual impairment test as of October 1, 2020. Under the quantitative approach, the
Company makes various estimates and assumptions to determine the estimated fair value of the reporting unit using
a combination of a discounted cash flow model and earnings multiples for guideline public companies. As of
March 31, 2021, there was no accumulated impairment loss and no impairment expense related to goodwill.

Note 7 - Debt

The components of the Company’s debt consist of the following (in thousands):

 March 31, 2021 December 31, 2020

Dollars in thousands Amount Rate
Maturity

Date Amount Rate
Maturity

Date

Term loan, net $ 5,847 1/6/2024 $ 7,826 1/15/2021

Line of credit, net 4,781 1/6/2024 5,023 7/5/2022

November 2019 notes payable, net 
(November 2019 Notes) 2,927 10.00% 6/30/2023 2,830 10.00% 6/30/2023

December 2019 senior notes payable, net
(Senior Seller Notes) 10,679 10.00% 6/30/2023 10,332 10.00% 6/30/2023

December 2019 junior notes payable, net
(Junior Seller Notes) 5,153 10.00% 6/30/2023 4,973 10.00% 6/30/2023

ABG Notes 702 10.00% 6/30/2023 687 10.00% 6/30/2023

June 2020 notes payable, net
(June 2020 Notes) 148 10.00% 6/30/2023 88 10.00% 6/30/2023

Halo PPP Loan 431 1.00% 5/3/2022 431 1.00% 5/3/2022

TruPet PPP Loan 421 0.98% 4/6/2022 421 0.98% 4/6/2022

Total debt 31,089   32,611   

Less current portion 943   8,016   

Total long term debt $30,146   $24,595   
(1) Interest at a variable rate of LIBOR plus 250 basis points with an interest rate floor of 2.50% per

annum
(2) Interest at Bank of Montreal Prime plus

8.05%
(3) Interest at a variable rate of LIBOR plus 250 basis points with an interest rate floor of 3.25% per

annum

Term loans and lines of credit

On December 19, 2019, the Company entered into a Loan Facilities Agreement (the “Facilities Agreement”) by and
among the Company, as the borrower, the several lenders from time to time parties thereto (collectively, the
“Lenders”) and a private debt lender, as agent (the “Agent”). The Facilities Agreement provided for (i) a term loan
facility of $20.5 million and (ii) a revolving loan facility not to exceed $7.5 million. The term loan was scheduled to
mature on December 19, 2020 or such earlier date on which a demand was made by the Agent or any Lender, and
was extended as discussed below. The remaining revolving credit facility balance of $5.1 million was repaid in full
with a portion of the proceeds from the ABL Facility, discussed below, and resulted in a loss on debt
extinguishment of $0.1 million.
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Certain directors and shareholders of the Company (“Shareholder Guarantors”) agreed to guarantee the Company’s
obligations under the Facilities Agreement up to an aggregate amount of $20.0 million pursuant to a Continuing
Guarantee between the Shareholder Guarantors and the lender under the Facilities Agreement (the “Shareholder
Guaranties”). As consideration for the Shareholder Guaranties, the Company issued common stock purchase
warrants to the Shareholder Guarantors in an amount equal to 0.325 warrants for each dollar of debt guaranteed by
such Shareholder Guarantors (the “Guarantor Warrants”).

On July 16, 2020, the Company entered into a revolving line of credit with Citizens Business Bank in the aggregate
amount of $7.5 million (the “ABL Facility”). The proceeds of the ABL Facility were used (i) to repay all principal,
interest and fees outstanding under the Company’s previous revolving credit facility and (ii) for general corporate
purposes. Debt issuance costs of less than $0.1 million were incurred related to the Company entering into this
revolving line of credit.

The ABL Facility was scheduled to mature on July 5, 2022 and bore interest at a variable rate of LIBOR plus
250 basis points, with an interest rate floor of 3.25% per annum. Accrued interest on the ABL Facility was payable
monthly commencing on August 5, 2020. The ABL Agreement provided for customary financial covenants, such as
maintaining a specified adjusted EBITDA and a maximum senior debt leverage ratio, that commenced on
December 31, 2020 and customary events of default, including, among others, those relating to failure to make
payment, bankruptcy, breaches of representations and material adverse effects. The Company prepaid all of the
outstanding principal under the ABL Facility in full and did not incur any prepayment charges.

The ABL Facility was secured by a general security interest on the assets of the Company and was personally
guaranteed by a member of the Company’s board of directors.

On October 5, 2020, the Company paid down the term loan by $11.0 million using proceeds from the Series F
Private Placement. On October 29, 2020, the Company made an additional pay down on the term loan of
$1.0 million using additional proceeds from the Series F Private Placement.

On November 25, 2020, the Company entered into the fifth amendment to the Facilities Agreement, extending the
maturity date of the term loan to January 15, 2021.

On January 6, 2021, Halo, Purely for Pets, Inc., a wholly owned subsidiary of Better Choice Company Inc.
(“Halo”) entered into a credit facility with Old Plank Trail Community Bank, N.A., an affiliate of Wintrust Bank,
N.A. (“Wintrust”) consisting of a $6.0 million term loan and a $6.0 million revolving line of credit, each scheduled
to mature on January 6, 2024 and each bear interest at a variable rate of LIBOR plus 250 basis points, with an
interest rate floor of 2.50% per annum (the “Wintrust Credit Facility”). Accrued interest on the Wintrust Facility is
payable monthly commencing on February 1, 2021. Principal payments are required to be made monthly on the
term loan commencing February 2021 with a balloon payment upon maturity. The proceeds from the Wintrust
Credit Facility were used (i) to repay the principal, interest and fees outstanding under the ABL Facility and (ii) for
general corporate purposes. We applied extinguishment accounting to the outstanding balances of the ABL Facility
and term loan and recorded a loss on extinguishment of debt of $0.4 million during the three months ended
March 31, 2021. Debt issuance costs of $0.1 million were incurred related to the Wintrust Credit Facility.

The Wintrust Credit Facility subjects the Company to certain financial covenants, including the maintenance of a
fixed charge coverage ratio of no less than 1.25 to 1.00, tested as of the last day of each fiscal quarter. The
numerator in the fixed charge coverage ratio is the operating cash flow of Halo, defined as Halo EBITDA less cash
paid for unfinanced Halo capital expenditures, income taxes and dividends. The denominator is fixed charges such
as interest expense and principal payments paid or payable on other indebtedness attributable to Halo.

The Wintrust Credit Facility is secured by a general guaranty and security interest on the assets, including the
intellectual property, of the Company and its subsidiaries. The Company has also pledged all of the capital stock of
Halo held by the Company as additional collateral. Furthermore, the Wintrust Credit Facility is supported by a
collateral pledge by a member of the Company’s board of directors.

As of March 31, 2021, the term loan and line of credit outstanding under the Wintrust Credit Facility were
$5.8 million and $4.8 million, respectively, net of debt issuance costs of less than $0.1 million, respectively. As of
December 31, 2020, the previous term loan and line of credit outstanding were $7.8 million and $5.0 million,
respectively, net of debt issuance costs and discounts of less than $0.2 million and $0.2 million, respectively. The
debt issuance costs and discounts are amortized using the effective interest method.
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As of March 31, 2021 and December 31, 2020, the Company was in compliance with its debt covenants.

Notes payable

On November 4, 2019, the Company issued $2.8 million of subordinated convertible notes (the “November 2019
Notes”) which carry a 10% interest rate and mature on November 4, 2021. The interest is payable in kind, in arrears
on March 31, June 30, September 30 and December 31 of each year. Payment in kind (“PIK”) interest is payable by
increasing the aggregate principal amount of the November 2019 Notes. The November 2019 Notes are convertible
any time from the date of issuance and carried an initial conversion price of the lower of (a) $4.00 per share or (b)
the IPO Price (defined as the price at which the Company’s stock will be sold in a future IPO).

The November 2019 Notes were amended on January 6, 2020. The amendment incorporates only the preferable
terms of the Seller Notes as noted below, and all other terms and provisions of the November 2019 Notes remain in
full force and effect. As amended, for so long as any event of default (as defined in the November 2019 Notes)
exists, interest shall accrue on the November 2019 Notes principal at the default interest rate of 12.0% per annum,
and such accrued interest shall be immediately due and payable.

The November 2019 Notes were amended for the second time on June 24, 2020 in connection with the issuance of
the June 2020 Notes. The amendment lowers the maximum conversion price applicable to the conversion of these
notes from $4.00 per share to $3.75 per share and extends the maturity date from November 4, 2021 to June 30,
2023. Under the applicable accounting guidance, the Company accounted for the change in conversion price as a
modification of the debt instrument. The Company recognized the increase in the fair value of the conversion option
of $0.3 million as a reduction to the carrying amount of the debt instrument by increasing the associated debt
discount with a corresponding increase in additional paid-in capital.

As of March 31, 2021 and December 31, 2020, the November 2019 Notes outstanding were $2.9 million and
$2.8 million, respectively, net of discounts of $0.2 million and less than $0.3 million, respectively. The discounts
are being amortized over the life of the November 2019 Notes using the effective interest method.

On December 19, 2019, the Company issued $10.0 million and $5.0 million in senior subordinated convertible
notes (the “Senior Seller Notes”) and junior subordinated convertible notes (the “Junior Seller Notes” and together
with the Senior Seller Notes, the “Seller Notes”), respectively, to the sellers of Halo. The Seller Notes are
convertible any time from the date of issuance and carry a 10% interest rate and mature on June 30, 2023. Interest is
payable in kind, in arrears on March 31, June 30, September 30 and December 31 of each year. PIK interest is
payable by increasing the aggregate principal amount of the Seller Notes. The Seller Notes carried a conversion
price of the lower of (a) $4.00 per share or (b) the IPO Price.

The Seller Notes were amended on June 24, 2020 in connection with the issuance of the June 2020 Notes. The
amendment lowers the maximum conversion price applicable to the conversion of these notes from $4.00 per share
to $3.75 per share. The Company accounted for the change in the conversion price as a modification of the debt
instrument. The Company recognized the increase in the fair value of the conversion option of less than of
$0.3 million as a reduction to the carrying amounts of the debt instruments by increasing the associated debt
discounts with a corresponding increase in additional paid-in capital.

As of March 31, 2021, the Senior Seller Notes outstanding were $10.7 million, net of discounts of $0.7 million, and
the Junior Seller Notes outstanding were $5.2 million, net of discounts of $0.5 million. As of December 31, 2020,
the Senior Seller Notes outstanding were $10.3 million, net of discounts of $0.8 million, and the Junior Seller
Notes outstanding were $5.0 million, net of discounts of $0.5 million. The discounts are being amortized over the
life of the Seller Notes using the effective interest method.

On January 13, 2020, the Company issued $0.6 million in senior subordinated convertible notes to Authentic
Brands and Elvis Presley Enterprises (“ABG”) in connection with the termination of a previous licensing agreement
(the “ABG Notes”). The terms of the ABG Notes match those of the Seller Notes, including conversion features
convertible any time after the date of issuance, a 10% interest rate and maturity date of June 30, 2023. The interest
is payable in kind, in arrears on March 31, June 30, September 30 and December 31 of each year. PIK interest is
payable by increasing the aggregate principal amount of the ABG Notes. The ABG Notes carried an initial
conversion price of the lower of (a) $4.00 per share or (b) the IPO Price.

In addition to issuing the ABG Notes, as part of the ABG termination on January 13, 2020, the Company paid ABG
$0.1 million in cash, issued ABG 72,720 shares of the Company’s common stock, agreed to pay ABG $0.1 million
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in cash in four equal installments each month from July 31, 2020 through October 31, 2020 and issued ABG
common stock purchase warrants (the “ABG Warrants”) equal to a fair value of $0.2 million.

The ABG Notes were amended on June 24, 2020 in connection with the issuance of the June 2020 Notes. The
amendment lowers the maximum conversion price applicable to the conversion of these notes from $4.00 per share
to $3.75 per share. The Company accounted for the change in the conversion price as a modification of the debt
instrument. The Company recognized the increase in the fair value of the conversion option of less than
$0.1 million as a reduction to the carrying amount of the debt instrument by decreasing the associated debt
premium with a corresponding increase in additional paid-in capital.

As of March 31, 2021 and December 31, 2020, the ABG Notes outstanding were $0.7 million, including a debt
premium of less than $0.1 million, respectively. The debt premium is being amortized over the life of the ABG
Notes using the effective interest method.

On June 24, 2020, the Company issued $1.5 million in subordinated convertible promissory notes (the “June 2020
Notes”) which carry a 10% interest rate and mature on June 30, 2023. The interest is payable quarterly in kind, in
arrears on March 31, June 30, September 30, and December 31 of each year. PIK interest is payable by increasing
the aggregate principal amount of the June 2020 Notes. The June 2020 Notes are convertible any time from the date
of issuance and carry a conversion price $0.75 per share. The June 2020 Notes are also convertible automatically
upon the Company’s consummation of an initial public offering or change in control (each as defined in the June
2020 Notes).

The Company evaluated the conversion option within the June 2020 Notes to determine whether the conversion
price was beneficial to the note holders. The Company recorded a beneficial conversion feature (“BCF”) related to
the issuance of the June 2020 Notes. The BCF for the June 2020 Notes was recognized and measured by allocating
a portion of the proceeds to the beneficial conversion feature, based on relative fair value, and as a reduction to the
carrying amount of the convertible instrument equal to the intrinsic value of the conversion feature limited to the
proceeds amount allocated to the instrument. The discount recorded in connection with the BCF valuation is being
accreted as interest expense over the term of the June 2020 Notes, using the effective interest rate method.

As of March 31, 2021 and December 31, 2020, the June 2020 Notes outstanding were $0.1 million, net of discounts
of $1.5 million, respectively. The discounts are being amortized over the life of the June 2020 Notes using the
effective interest method.

The exercise, conversion or exchange of convertible securities, including for other securities, will dilute the
percentage ownership of the Company’s stockholders. The dilutive effect of the exercise or conversion of these
securities may adversely affect the Company’s ability to obtain additional capital.

The Company previously issued $0.1 million of Seller Notes to an executive in satisfaction of a transaction bonus
pursuant to his employment agreement. These convertible notes remained outstanding as of March 31, 2021 and
December 31, 2020. Additionally, the Company previously issued $2.2 million of subordinated convertible notes to
a member of the board of directors, which remain outstanding as of March 31, 2021 and December 31, 2020.
Interest expense related to the subordinated convertible notes was less than $0.1 million for the three months ended
March 31, 2021 and 2020, respectively.

As of March 31, 2021 and December 31, 2020, the Company was in compliance with all covenant requirements and
there were no events of default. All notes payable are subordinated to the term loan and line of credit.

PPP loans

On April 10, 2020, TruPet, LLC, a wholly owned subsidiary of Better Choice Company Inc., was granted a loan
from JPMorgan Chase Bank, N.A. in the aggregate amount of $0.4 million, pursuant to the Paycheck Protection
Program (“PPP”) under Division A, Title I of the CARES Act (the “TruPet PPP Loan”). The loan matures on
April 6, 2022 and bears interest at a rate of 0.98% per annum, with interest and principal payable monthly,
commencing on November 6, 2020. As of March 31, 2021 and December 31, 2020, the TruPet PPP Loan
outstanding was $0.4 million.
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On May 7, 2020, Halo, Purely for Pets, Inc., a wholly owned subsidiary of Better Choice Company Inc., was
granted a loan from Wells Fargo Bank, N.A. in the aggregate amount of $0.4 million, pursuant to the PPP (the
“Halo PPP Loan”). The loan matures on May 3, 2022 and bears interest at a rate of 1.00% per annum, with interest
and principal payable monthly, commencing on November 1, 2020. As of March 31, 2021 and December 31, 2020,
the Halo PPP Loan outstanding was $0.4 million.

Under the terms of the PPP, certain amounts of the loans may be forgiven if they are used for qualifying expenses
as described in the CARES Act. The Company has used all of the proceeds from the TruPet PPP Loan and the Halo
PPP Loan for qualifying expenses and during April 2021, the Company applied for forgiveness for both of these
loans.

The Company recorded interest expense related to its outstanding indebtedness of $0.8 million and $2.3 million for
the three months ended March 31, 2021 and March 31, 2020, respectively.

Fair Value

The fair value of the November 2019, Senior Seller Notes and Junior Seller Notes, ABG Notes and June 2020
Notes were approximately $2.6 million, $9.5 million, $4.7 million, $0.6 million and $1.3 million, respectively, as of
March 31, 2021. Fair value was determined by applying the income approach using a discounted cash flow model
which primarily uses unobservable inputs (Level 3).

The carrying amounts of the Company's PPP loans approximate fair value due to the short term nature. The carrying
amount for the Company’s term loan and line of credit approximate fair value as the instruments have variable
interest rates that approximate market rates.

Note 8 - Commitments and contingencies

The Company had no material purchase obligations as of March 31, 2021 or December 31, 2020. The Company
may be involved in legal proceedings, claims, and regulatory, tax, or government inquiries and investigations that
arise in the ordinary course of business resulting in loss contingencies. We accrue for loss contingencies when
losses become probable and are reasonably estimable. If the reasonable estimate of the loss is a range and no
amount within the range is a better estimate, the minimum amount of the range is recorded as a liability. Legal costs
such as outside counsel fees and expenses are charged to expense in the period incurred and are recorded in general
and administrative expenses in the condensed consolidated statements of operations and comprehensive loss. We do
not accrue for contingent losses that are considered to be reasonably possible, but not probable; however, we
disclose the range of such reasonably possible losses. Loss contingencies considered remote are generally not
disclosed.

Litigation is subject to numerous uncertainties and the outcome of individual claims and contingencies is not
predictable. It is possible that some legal matters for which reserves have or have not been established could result
in an unfavorable outcome for the Company and any such unfavorable outcome could be of a material nature or
have a material adverse effect on the Company's consolidated financial condition, results of operations and cash
flows. Management is not aware of any claims or lawsuits that may have a material adverse effect on the
consolidated financial position or results of operations of the Company.

Note 9 - Convertible preferred stock

During October, 2020, the Company consummated an insider-led equity financing, including the transactions
contemplated by a securities purchase agreement (the “Securities Purchase Agreement”) between the Company and
certain accredited and sophisticated investors (the “Purchasers”) and an exchange agreement (the “Series E
Exchange Agreement”) between the Company and Cavalry Fund LP (“Cavalry”), the holder of all of the
Company’s previously outstanding Series E preferred stock.

Pursuant to the Securities Purchase Agreement, the Company, in a private placement (the “Series F Private
Placement”), issued and sold units (the “Series F Units”) to the Purchasers for a purchase price of $1,000 per Unit.
Each Unit consists of: (i) one share of the Company’s Series F convertible preferred stock, par value $0.001 per
share (the “Series F Preferred Stock”), which is convertible into shares of the Company’s common stock, par value
$0.001 per share, at a value per share of common stock of $0.50; and (ii) a warrant to purchase for a six year period
such number of shares of common stock (the “Series F Warrant Shares”) into which such share of Series F
Preferred Stock is convertible at an exercise price per Warrant Share of $0.75. Pursuant to the Series F Private
Placement, the Company raised approximately $18.2 million in gross cash proceeds, approximately $6.5 million of
which was
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invested by certain officers, directors, employees and associated related parties thereto of the Company. The Series
F Shares were recorded at fair value on the date of issuance on an as converted basis.

Concurrently with the execution of the Securities Purchase Agreement, the Company and the Purchasers entered
into a registration rights agreement, (as amended by a certain first amendment dated October 29,2020, the
“Registration Rights Agreement”), pursuant to which the Company filed a registration statement which was
declared effective by the SEC on February 16, 2021 to register the Warrant Shares and the shares of common stock
issuable upon conversion of the Series F Preferred Stock.

In connection with the consummation of the Series F Private Placement, on October 1, 2020, the Company filed
with the Secretary of State of Delaware a Certificate of Designations which authorizes a total of 30,000 shares of
Series F Preferred Stock and sets forth the designations, preferences, and rights of the Company's Series F Preferred
Stock.

On October 1, 2020, the Company issued 14,264 Series F Units in conjunction with money received for the Series F
Private Placement. In addition, pursuant to the Series E Exchange Agreement, on October 1, 2020, the Company
issued 3,500 Series F Units to Cavalry in exchange for all of its outstanding Series E Preferred Stock. The exchange
of Series E Preferred Shares resulted in a $5.4 million gain and was recorded to Accumulated deficit on the
Company's Consolidated Balance Sheets.

On October 12, 2020 and October 23, 2020, the Company issued 1,106 and 2,832 Series F Units, respectively, in
conjunction with the Series F Private Placement. In addition, on October 23, 2020, the Company issued an
additional 100 shares of Series F Preferred Stock in conjunction with a marketing agreement.

The Company evaluated the conversion option within the Series F Preferred Stock on the dates of issuance to
determine whether the conversion price was beneficial to the holders. The Company recorded a BCF related to the
issuance of the Series F Preferred Stock. The BCF was recognized and measured by allocating a portion of the
proceeds to the beneficial conversion feature, based on fair value and was recorded to Accumulated deficit on the
Company's Consolidated Balance Sheets limited to the proceeds amount allocated to the instrument.

The rights, preferences and privileges of Series F are as follows:

Ranking

Except to the extent the holders of the Series F Preferred Stock consent to the creation of a class of equity securities
ranking senior to, or pari passu with, the Series F Preferred Stock, the Series F Preferred Stock shall rank senior to
all shares of capital stock of the Company with respect to preferences as to dividends, distributions and payments
upon liquidation, dissolution or winding up of the Company.

Voting

As to matters submitted to the holders of the Common Stock, each holder of the Series F Preferred Stock will be
entitled to such number of votes equal to the number of shares of Common stock issuable upon conversion of such
holder’s Series F Preferred Stock and shall vote, or provide consent, together with the Common Stock as if they
were a single class. The holders of the Series F Preferred Stock shall vote as a separate class on matter affecting the
terms of the Series F Preferred Stock, such as the authorization of a class of equity securities ranking senior to, or
pari passu with, the Series F Preferred Stock.

Dividends

Holders of Series F Preferred Stock will not be entitled to receive dividends except to the extent that dividends are
declared on the Series F Preferred Stock by the Company in its sole discretion or declared and made by the
Company to holders of the Common Stock. In addition, if the Company grants, issues or sells any options,
convertible securities or rights to purchase stock, warrants, securities or other property pro rata to all or substantially
all of the record holders of any class of Common Stock (the “Purchase Rights”), then each holder of Series F
Preferred Stock will be entitled to acquire, upon the terms applicable to such Purchase Rights, the aggregate
Purchase Rights which such holder could have acquired if such holder had held the number of shares of Common
Stock acquirable upon complete conversion of all the Series F Preferred Stock (without taking into account any
limitations or restrictions on the convertibility of the Series F Preferred Stock) held by such holder.

Liquidation

If the Company voluntarily or involuntarily liquidates, dissolves or winds up, the holders of Series F Preferred
Stock shall be entitled to receive in cash out of the assets of the Company, whether from capital or from earnings
available
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for distribution to its stockholders, before any amount shall be paid to the holders of any of shares of Common
Stock or other capital stock of the Company ranking junior to the Series F Preferred Stock, an amount per share of
Series F Preferred Stock equal to the sum of $1,000 (subject to adjustment for stock splits, stock dividends,
recapitalizations, reorganizations, reclassifications, combinations, subdivisions or other similar events occurring
after the initial issuance date with respect to the Series F Preferred Stock, the “Stated Value”)) plus any accrued and
unpaid dividends and late charges (such sum, the “Conversion Amount”). The rights of holders of Series F
Preferred Stock to receive their liquidation preference also will be subject to the proportionate rights of capital
stock, if any, ranking senior to or in parity with the Series F Preferred Stock as to liquidation.

Optional Conversion

Subject to certain beneficial ownership limitations contained in the Certificate of Designations, holders of the Series
F Preferred Stock shall be entitled to convert each share of outstanding Series F Preferred Stock held by such
holder into such number of validly issued, fully paid and non-assessable shares of Common Stock equal to the
Conversion Amount of such share of Series F Preferred Stock divided by $0.50 (subject to adjustment, the
“Conversion Price”).

Automatic Conversion

Each share of Series F Preferred Stock not previously converted into shares of Common Stock shall automatically,
without any further action by the holders of such Series F Preferred Stock, be converted into such number of fully
paid and non-assessable shares of Common Stock determined by dividing the Stated Value of such share of Series
F Preferred Stock by the then applicable Conversion Price upon the closing of a firm commitment underwritten
public offering of shares of Common Stock which results in the Common Stock being traded on any of The New
York Stock Exchange, the NYSE American, the Nasdaq Global Select Market, the Nasdaq Global Market or any
successor market thereto. Any such conversion shall be subject to the beneficial ownership limitations set forth in
the Certificate of Designations.

Anti-dilution

Holders of the Series F Preferred Stock are entitled to a “full rachet” anti-dilution adjustment to the Conversion
Price in the event the Company issues, sells or grants any shares of Common Stock (or securities convertible,
exercisable or exchangeable for Common Stock) for no consideration or for consideration or purchase price per
share (or, in the case of securities convertible, exercisable or exchangeable for Common Stock, with a conversion,
exercise or exchange price) less than the Conversion Price then in effect.

Note 10 - Stockholders’ deficit

On January 22, 2021, the Company consummated a private placement of common stock units (the “January 2021
Private Placement”) in which the Company raised approximately $4.1 million, including an investment by certain
officers, directors, employees and associated related parties thereto of approximately $1.6 million. Each common
stock unit was sold at a per unit price of $1.25 and consisted of (i) one share of the Company’s common stock, par
value $0.001 per share; and (ii) a warrant to purchase one share of common stock. The proceeds were used to pay
expenses related to the offering and for general corporate purposes. In connection with the January 2021 Private
Placement, we entered into a registration rights agreement (the “January 2021 Registration Rights Agreement”)
pursuant to which the Company filed a registration statement that was declared effective by the SEC on
February 16, 2021 to register the shares of common stock issued, and issuable upon the exercise of the warrants
issued, in the January 2021 Private Placement.

The Company has reserved common stock for future issuance as follows:

 
March 31,

2021
December 31,

2020

Conversion of Series F Preferred Stock 34,611,100 43,507,130

Exercise of options to purchase common stock 13,150,872 7,815,442

Exercise of warrants to purchase common stock 60,874,177 59,501,978

Conversion of Notes payable 7,718,488 7,530,232

Total 116,354,637 118,354,782
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Note 11 - Warrants

The following summarizes the Company's outstanding warrants to purchase shares of the Company's common stock
as of and for the periods ending March 31, 2021 and December 31, 2020:

 Warrants
Exercise

Price

Warrants outstanding as of December 31, 2019 16,981,854 $3.23
Issued 49,928,469 $0.77
Exercised (1,937,690) $0.58
Terminated/Expired (5,470,655) $3.07
Warrants outstanding as of December 31, 2020 59,501,978 $1.22
Issued 3,288,400 $1.45
Exercised (1,839,275) $0.76
Terminated/Expired (76,926) $0.65

Warrants outstanding as of March 31, 2021 60,874,177 $1.18

The intrinsic value of outstanding warrants was $31.3 million and $23.8 million as of March 31, 2021 and
December 31, 2020, respectively. The following discussion provides details on the various types of outstanding
warrants and the related relevant disclosures around each type.

Warrant Derivative Liability

During May 2019, the Company acquired 712,823 warrants with a weighted average exercise price of $3.90
(the “May Acquisitions Warrants”). These warrants included an option to settle in cash in the event of a change of
control of the Company and a reset feature if the Company issues shares of common stock with a strike price below
the exercise price of the warrants, which required the Company to record the warrants as a derivative liability. The
Company calculates the fair value of the derivative liability through a Monte Carlo Model that values the warrants
based upon a probability weighted discounted cash flow model.

During January 2020, the Company issued shares below the exercise price of the May Acquisitions Warrants.
As such, the Company issued an additional 1,003,232 warrants on March 17, 2020 to certain of its warrant holders
at an exercise price of $1.62 and modified the exercise price of the existing May Acquisitions Warrants to $1.62.

During June 2020, the Company issued common stock equivalents below the exercise price of the warrants issued
on March 17, 2020. As such, the Company issued an additional 1,990,624 warrants to certain of its warrant holders
at an exercise price of $0.75 and modified the exercise price of the existing warrants to $0.75.

During September 2020, the Company amended all of these warrants to eliminate certain anti-dilution rights, fix
the number of shares of common stock purchasable under each warrant, and set the exercise price thereof at $0.65
per share. As such, the Company issued an additional 570,258 warrants to certain of its warrant holders at an
exercise price of $0.65.

During the fourth quarter of 2020, holders exercised a total 1,687,690 warrants for which the Company issued
shares of common stock. During December 2020, 2,512,321 of these warrants expired and an immaterial amount
remained outstanding as of December 31, 2020, all of which expired during January 2021.

The following schedule shows the fair value of the warrant derivative liability as of March 31, 2021 and
December 31, 2020, and the change in fair value during the periods ended March 31, 2021 and year ended
December 31, 2020 (in thousands):

 
Warrant Derivative

Liability

Balance as of December 31, 2019 $ 2,220
Change in fair value of warrant derivative liability (2,220)

Balance as of December 31, 2020 $ —

Change in fair value of warrant derivative liability(1) —

Balance as of March 31, 2021 $ —

(1) All of the May Acquisition Warrants expired during January
2021.
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Series F Warrant Liability

During October 2020, the Company issued 43,403,130 warrants to purchase common stock in connection with the
Series F Private Placement (defined below) with an exercise price of $0.75. The warrants are exercisable
commencing on the date of issuance and expire 72 months after the date of issuance. These warrants include a reset
feature if the Company issues common stock, options, or convertible securities with a strike price below the
exercise price of the warrants. These warrants did not meet the definition of a derivative or the requirements to be
considered equity; as such, the Company recorded these as a liability. See “Note 9 - Convertible preferred stock”
for more information on Series F.

The warrant liability is remeasured at fair value each reporting period and represents a Level 3 financial instrument.
The Company calculates the fair value of the warrant liability through a Monte Carlo Model and a Black Scholes
Option Model. The total value of the consideration received in connection with the Series F Private Placement was
first allocated to the warrant liability at fair value, with the remainder allocated to the preferred stock, which led to a
discount ascribed to the Series F Preferred Stock. Accordingly, the Company recorded a discount of $14.6 million
on the Series F Preferred Stock by adjusting Series F Additional Paid-in Capital.

The following schedule shows the fair value of the warrant liability upon issuance, and the change in fair value
during the periods ended March 31, 2021 and December 31, 2020 (in thousands):

 
Warrant
liability

Issuance of Series F warrants $14,952

Change in fair value of warrant liability 24,898

Balance as of December 31, 2020 $39,850

Change in fair value of warrant liability 6,483

Balance as of March 31, 2021 $46,333

The following schedule shows the inputs used to measure the fair value of the warrant liability:

Warrant Liability
March 31,

2021
December 31,

2020

Stock Price $1.44 $1.27

Exercise Price $0.75 $0.75

Expected remaining term (in years) 5.50 - 5.56 5.75 - 5.81

Volatility 67.5% 67.5%

Risk-free interest rate 1.1% 0.5%

The valuation of the warrants is subject to uncertainty as a result of the unobservable inputs. If the volatility rate or
risk-free interest rate were to change, the value of the warrants would be impacted.

Equity-Classified Warrants

On May 6, 2019, the Company issued 5,744,991 warrants to purchase common stock with an exercise price of
$4.25 (the “May 2019 PIPE Warrants”). Additionally, in connection with the May 2019 PIPE transaction, the
Company issued 220,539 warrants to brokers with an exercise price of $3.00. The warrants were exercisable
commencing on the issuance date and expire 24 months after the date of issuance. In March 2021, the Company
offered to a limited number of holders the opportunity to exercise, in full or in part, these warrants to purchase
shares of Common Stock at a reduced exercise price of $1.25 per share. The Company received exercise notices for
a total of 1,047,609 warrants, resulting in the Company’s receipt of approximately $1.3 million. The Company
recognized the increase in the fair value of the modified warrants on the date of exercise of $0.2 million as a
deemed dividend through accumulated deficit with a corresponding increase in additional paid-in capital. The
remainder of the outstanding and unexercised May 2019 PIPE Warrants expired during May 2021.

On November 4, 2019, the Company issued 11,000 warrants in connection with the November 2019 Notes. The
warrants are exercisable commencing on the date of issuance and expire 24 months from the date of the
consummation of a future IPO. The warrants carried an initial exercise price equal to the greater of (i) $5.00 per
share or (ii) the price at which the common stock of the Company was sold in the IPO.
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On December 19, 2019 the Company issued 6,500,000 warrants with an exercise price of $1.82 in conjunction with
the term loan (the “Guarantor Warrants”), which are exercisable commencing on the date of issuance and expire
24 months from the date of the consummation of a future IPO. The Guarantor Warrants had a fair value of
$4.2 million on the date of issuance.

On December 19, 2019, the Company issued 937,500 warrants in connection with the Seller Notes. The warrants
are exercisable commencing on the date of issuance and expire 24 months from the date of the consummation of a
future IPO. The warrants carried an initial exercise price equal to the greater of (i) $5.00 per share or (ii) the price at
which the common stock of the Company was sold in the IPO.

On January 13, 2020, the Company issued the ABG Warrants, which are exercisable commencing on the date of
issuance and expire 24 months from the date of the consummation of an IPO (as defined in the ABG Warrants) and
carried an initial exercise price equal to the greater of (i) $5.00 per share or (ii) the price at which the common
stock was sold in the IPO.

On June 24, 2020, the warrants related to the November 2019 Notes, the Seller Notes and the ABG Notes were
amended in connection with the issuance of the June 2020 Notes to lower the maximum exercise price applicable to
these warrants from $5.00 to $4.25 per share. The decrease in the exercise price resulted in an increase to the fair
value of the warrants of $0.1 million which the Company recognized in general and administrative expense.

On June 24, 2020, the Company issued 1,000,000 warrants to a member of the board of directors with an exercise
price of $1.25 per share in connection with the June 2020 Notes (the “June 2020 Warrants”), which are exercisable
commencing on the date of issuance and expire on the earlier of (i) 84 months from the date of the consummation
of an underwritten public offering or other up-list transaction or (ii) June 30, 2030.

On July 20, 2020, the Company issued 300,000 warrants to a member of the board of directors with an exercise
price of $1.05 per share in consideration for a personal guarantee by a member of the Company's board of directors
on the ABL Facility (the “July 2020 Guarantor Warrants”), which are exercisable commencing on the date of
issuance and expire on the earlier of (i) 84 months from the date of the consummation of an underwritten public
offering or other up-list transaction or (ii) June 30, 2030.

On January 22, 2021, the Company issued 3,288,400 warrants in connection with the January 2021 PIPE
transaction. The warrants are exercisable at an exercise price per share of $1.45 commencing on the date of
issuance and expire after a six year period, subject to beneficial ownership limitations (the “January 2021
Warrants”). Due to the discounted warrant exercise associated with the May 2019 PIPE warrants as discussed
above, the down round provision on the January 2021 Warrants was triggered such that these warrants could be
exercised at a price of $1.25 per share. The Company recognized the increase in the fair value of the modified
warrants of $0.2 million as a deemed dividend through accumulated deficit with a corresponding increase in
additional paid-in capital.

Warrants Issued as Compensation

On September 17, 2019, a Company advisor was issued 2,500,000 warrants with an exercise price of $0.10 per
share and 1,500,000 warrants with an exercise price of $10.00 per share; 1,250,000 of the $0.10 exercise price
warrants (the “Tranche 1 Warrants”) were exercisable on the earlier of twelve-months after issuance date or
immediately prior to a change in control subject to the advisor’s continued service and 1,250,000 of the $0.10
exercise price warrants (the “Tranche 2 Warrants”) and the 1,500,000 warrants with the $10.00 exercise price (the
“Tranche 3 Warrants”) were exercisable on the earlier of eighteen-months after issuance or immediately prior to a
change in control subject to the advisor’s continued service.

On June 1, 2020, the Company entered into a termination agreement (the “Termination Agreement”) with the
advisor. Pursuant to the terms of the Termination Agreement, the Tranche 1 Warrants were amended to reduce the
number of shares of common stock purchasable thereunder to 1,041,666 shares, and the Tranche 2 Warrants and
Tranche 3 Warrants were cancelled. The Tranche 1 Warrants (as amended pursuant to the Termination Agreement)
were fully vested as of the date of the termination of the agreement and will remain exercisable until September 17,
2029. Furthermore, if the Company engages in any restricted business line as defined in the Termination
Agreement, the Company will issue to the former advisor additional shares of common stock based on formulas
intended to compensate the former advisor for the warrants that were reduced or terminated. In connection with the
Termination Agreement, the Company recorded expense of $5.7 million during the year ended December 31, 2020
in general and administrative expense. During the first quarter of 2021, the former advisor exercised 791,666 of his
remaining warrants outstanding in a cashless exercise resulting in 736,689 shares of common stock issued.
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On June 24, 2020, the Company issued 1,000,000 warrants with an exercise price of $1.25 per share to two non-
employee directors, which are exercisable commencing on the date of issuance and expire on the earlier of (i) 84
months from the date of the consummation of an underwritten public offering or other up-list transaction or
(ii) June 30, 2030. On July 20, 2020, the Company issued 200,000 warrants two non-employee directors at a price
of $1.05 per share (the “July 2020 Director Warrants”), which are exercisable commencing on the date of issuance
and expire on the earlier of (i) 84 months from the date of the consummation of an underwritten public offering or
other up-list transaction or (ii) June 30, 2030. The warrants issued to non-employee directors were immediately
vested and as such, the Company recorded $1.0 million of share-based compensation expense upon issuance.

On November 30, 2020, the Company issued 400,000 warrants to a third-party for services with an exercise price
of $1.00 and an expiration date 72 months after issuance. These warrants were immediately vested and as such, the
Company recorded $0.1 million in general and administrative expense.

Note 12 - Share-based compensation

During the three months ended March 31, 2021 and March 31, 2020, the Company recognized $2.5 million and
$2.5 million, respectively, of share-based compensation expense.

On November 11, 2019, the Company received shareholder approval for the Amended and Restated 2019 Incentive
Award Plan (the “Amended 2019 Plan”). The Amended 2019 Plan provides for the grant of stock options, stock
appreciation rights, restricted stock, restricted stock units, other stock or cash-based awards or a dividend
equivalent award. The Amended 2019 Plan authorized the issuance 6,500,000 shares of common stock which was
increased to 9,000,000 after the Halo acquisition; the Amended 2019 Plan also provides for an annual increase on
the first day of each calendar year beginning on January 1, 2021 and ending on and including January 1, 2029,
equal to the lesser of (A) 10% of the shares of common stock outstanding (on an as-converted basis) on the last day
of the immediately preceding fiscal year and (B) such smaller number of shares of common stock as determined by
the Board. On January 1, 2021, the number of shares authorized for issuance increased to 13,500,000, as approved
by the Board.

Stock Options

During the three months ended March 31, 2021 and March 31, 2020, the Company granted 5,579,000 and
100,000 stock options, respectively.

Restricted Stock

In March 2020, the Company issued 450,000 shares of restricted common stock to three non-employee directors in
return for services provided in their capacity as directors and issued 5,956 restricted shares of common stock to an
officer of the Company. The restricted shares were immediately vested and as such, the Company recorded share-
based compensation expense of $0.5 million upon issuance.

Note 13- Income taxes

For the three months ended March 31, 2021, and March 31, 2020, the Company recorded no income tax expense.
For the three months ended March 31, 2021 and March 31, 2020, the Company’s effective tax rate was 0%. The
Company’s effective tax rate of 0% differs from the United States federal statutory rate of 21% primarily because
the Company’s losses have been fully offset by a valuation allowance due to uncertainty of realizing the tax benefit
of net operating losses (“NOLs”) for the three months ended March 31, 2021, and year ended December 31, 2020.

The Company’s deferred tax assets attributed to net operating loss carryforwards begin to expire in 2027. The
ultimate realization of deferred taxes is dependent upon the generation of future taxable income during the periods
in which those temporary differences become deductible. On the basis of management’s assessment, a valuation
allowance equal to the net deferred tax assets was recorded since it is more likely than not that the deferred tax
assets will not be realized.

The Company has no accrued interest and penalties related to uncertain income tax positions. We do not anticipate
that the amount of unrecognized tax benefits will significantly increase or decrease within the next twelve months.
As of March 31, 2021 and December 31, 2020, the Company did not have any significant uncertain tax positions.

The Company’s income tax returns generally remain open for examination for three years from the date filed with
each taxing jurisdiction.
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Note 14 - Concentrations

Major Suppliers

The Company sourced approximately 71% of its inventory purchases from three vendors for the three months
ended March 31, 2021. The Company sourced approximately 48% of its inventory purchases from two vendors for
the three months ended March 31, 2020.

Major Customers

Accounts receivable from two customers represented 63% of accounts receivable as of March 31, 2021. Accounts
receivable from two customers represented 72% of accounts receivable as of December 31, 2020. Two customers
represented 42% of gross sales for the three months ended March 31, 2021. Four customers represented 70% of
gross sales for the three months ended March 31, 2020.

Credit Risk

At March 31, 2021 and December 31, 2020, the Company’s cash and cash equivalents were deposited in accounts
at several financial institutions and may maintain some balances in excess of federally insured limits. The Company
maintains its cash and cash equivalents with high-quality, accredited financial institutions and, accordingly, such
funds are subject to minimal credit risk. The Company has not experienced any losses historically in these accounts
and believes it is not exposed to significant credit risk in its cash and cash equivalents.

Note 15 - Net loss per share

Basic and diluted net loss per share attributable to common stockholders is presented using the treasury stock
method. Under the treasury stock method, the amount the employee must pay for exercising stock options and the
amount of compensation cost for future service that has not yet been recognized are collectively assumed to be used
to repurchase shares.

Basic and diluted net loss per share is calculated by dividing net and comprehensive loss attributable to common
stockholders by the weighted-average shares outstanding during the period. For the three months ended March 31,
2021 and 2020, the Company’s basic and diluted net and comprehensive loss per share attributable to common
stockholders are the same because the Company has generated a net loss to common stockholders and common
stock equivalents are excluded from diluted net loss per share as they have an antidilutive impact.

The following table sets forth basic and diluted net loss per share attributable to common stockholders for the three
months ended March 31, 2021 and 2020 (in thousands, except share and per share amounts):

 Three Months Ended March 31,

Common stockholders 2021 2020

Numerator:   

Net and comprehensive loss $ (12,850) $ (9,454)

Less: Preferred stock dividends — 34

Less: Adjustment due to warrant modifications 402 —

Adjusted Net and comprehensive loss available to common stockholders $ (13,252) $ (9,488)

Denominator:   

Weighted average shares used in computing net loss per share attributable to
common stockholders, basic and diluted 57,525,054 48,526,396

Net loss per share attributable to common stockholders, basic and diluted $ (0.23) $ (0.20)
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 Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of Better Choice Company Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Better Choice Company Inc. (the Company) as
of December 31, 2020 and 2019, the related consolidated statements of operations and comprehensive loss,
stockholders' deficit and cash flows for each of the two years in the period ended December 31, 2020, and the
related notes (collectively referred to as the “consolidated financial statements”). In our opinion, the consolidated
financial statements present fairly, in all material respects, the financial position of the Company at December 31,
2020 and 2019, and the results of its operations and its cash flows for each of the two years in the period ended
December 31, 2020, in conformity with U.S. generally accepted accounting principles.

The Company's Ability to Continue as a Going Concern

The accompanying consolidated financial statements have been prepared assuming that the Company will continue
as a going concern. As discussed in Note 1 to the consolidated financial statements, the Company has suffered
recurring losses from operations, has a working capital deficiency, and has stated that substantial doubt exists
about the Company’s ability to continue as a going concern. Management's evaluation of the events and conditions
and management’s plans regarding these matters are also described in Note 1. The consolidated financial statements
do not include any adjustments that might result from the outcome of this uncertainty.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered
with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. As part of our audits we are required to obtain an
understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits
also included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis
for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the financial
statements that were communicated or required to be communicated to the audit committee and that: (1) relate to
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our
opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical
audit matters below, providing separate opinions on the critical audit matters or on the accounts or disclosures to
which they relate.
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 Impairment analysis of goodwill
  
Description of the Matter At December 31, 2020, the Company’s goodwill was $18.6 million related to its

Halo reporting unit. As discussed in Note 1 and 9 to the consolidated financial
statements, goodwill is tested for impairment annually as of October 1st or whenever
events or circumstances indicate it is more likely than not that impairment may have
occurred. The Company estimates the fair value of a reporting unit using a
combination of the market approach and the income approach, using discounted cash
flows.

  
 Auditing management’s annual goodwill impairment assessment for the reporting

unit was complex and highly judgmental due to the significant estimation required to
determine the fair value of the Halo reporting unit. In particular, the fair value
estimate was sensitive to changes in significant assumptions, such as revenue growth
rates, the terminal growth rate, EBITDA margin, the weighted average cost of
capital, and market multiples which are affected by expectations about future market
or economic conditions.

  
How We Addressed the Matter

in Our Audit
To test the estimated fair value of the Company’s Halo reporting unit, we performed
audit procedures that included, among others, evaluating valuation methodologies
and testing the significant assumptions discussed above used by the Company in its
analysis. We involved our specialist to assist in the evaluation of the valuation
methodologies and testing certain significant assumptions, including the discount
rate and market multiples. We compared the significant assumptions used by
management to current industry and economic trends, recent historical performance
and other factors. We specifically evaluated the Company’s forecasted growth rates
and EBITDA margins by comparing these assumptions to those of the Company’s
peers and industry reports. We assessed the historical accuracy of management’s
estimates and performed sensitivity analyses of significant assumptions to evaluate
the changes in the fair value of the reporting unit that would result from changes in
the assumptions. We also tested the underlying data used by the Company in its
analysis for completeness and accuracy.

  
 Issuance of convertible instruments and associated warrants
  
Description of the Matter As described in Note 10 to the consolidated financial statements, on June 24, 2020,

the Company issued $1.5 million in subordinated convertible promissory notes (the
“Notes”). In connection with this issuance, each noteholder also received common
stock purchase warrants (the “Warrants”) to purchase up to 500,000 shares of the
Company’s common stock; 1,000,000 common stock purchase warrants were issued
in total. The total cash proceeds received from the issuance of the Notes were
allocated to the Notes and Warrants at the time of issuance.

  
 As described in Note 13 to the consolidated financial statements, during October

2020 the Company consummated a private placement in which the Company issued
and sold units (the “Series F Units”) to the investors for a purchase price of $1,000
per Unit. Each Unit consisted of one share of the Company’s Series F convertible
preferred stock (“Series F Preferred”) and a warrant (“Series F Warrants”) to
purchase shares of common stock. The Company issued 18,202 Series F Units for a
total of $18.2 million in gross cash proceeds. The total cash proceeds received were
allocated to the Series F Unit components (preferred stock and warrant) at the time of
issuance.

 Auditing the valuation of the Notes, Warrants, and Series F Units was complex
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due to the judgmental nature of the assumptions, which included stock price
volatility (Warrants and Series F Warrants), debt discount rate (Notes), probability of
exit events (Notes, Warrants, Series F Preferred, Series F Warrants), and expected
life (Warrants and Series F Warrants). These assumptions had a significant effect on
the fair value measurement of the Notes, Warrants, and Series F Units.

  
How We Addressed the Matter

in Our Audit
To test the estimated fair value of the Notes, Warrants, and Series F Units, our audit
procedures included, among others, evaluation of the significant assumptions
discussed above and consideration of the appropriateness of related methodologies
utilized for estimation. This included evaluating the volatility rate by assessing the
guideline public companies (“GPC”) selected and the weighting applied between the
GPCs and the Company’s historical volatility, evaluating the Company’s specific
risk premium incorporated into the debt discount assumption, assessing the
reasonableness of the probability of various exit events based on information
available as of the observable transaction dates, and evaluating the expected time to
exercise for all Warrants and Series F Warrants outstanding. We involved our
specialist to assist with the evaluation of the assumptions as used by management.

/s/ Ernst & Young LLP
 
We have served as the Company’s auditor since 2019.
 
Louisville, Kentucky
March 30, 2021
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 Better Choice Company Inc.
Consolidated Balance Sheets

(Dollars in thousands, except share and per share amounts)

 
December 31,

2020
December 31,

2019

Assets   
Cash and cash equivalents $ 3,926 $ 2,361
Restricted cash 63 173
Accounts receivable, net 4,631 5,824
Inventories, net 4,869 6,580
Prepaid expenses and other current assets 4,074 2,641

Total Current Assets 17,563 17,579
Property and equipment, net 252 417
Right-of-use asset, operating lease 345 951
Intangible assets, net 13,115 14,641
Goodwill 18,614 18,614
Other assets 1,364 1,330

Total Assets $ 51,253 $ 53,532

Liabilities & Stockholders’ Deficit   
Current Liabilities   
Short term loan, net $ 7,826 $ 16,061
Line of credit, net — 4,819
PPP loans 190 —
Other liabilities 47 500
Accounts payable 3,137 4,049
Accrued liabilities 3,003 4,721
Deferred revenue 350 311
Operating lease liability, current portion 173 345
Warrant liability 39,850 —
Warrant derivative liability — 2,220

Total Current Liabilities 54,576 33,026
Noncurrent Liabilities   
Notes payable, net 18,910 16,370
Line of credit, net 5,023 —
PPP loans 662 —
Operating lease liability 184 641

Total Noncurrent Liabilities 24,779 17,011

Total Liabilities 79,355 50,037
Redeemable Series E Convertible Preferred Stock   
Redeemable Series E preferred stock, $0.001 par value, 2,900,000 shares authorized,

0 & 1,387,378 shares issued and outstanding at December 31, 2020 and 2019,
respectively — 10,566

Stockholders’ Deficit   
Common stock, $0.001 par value, 200,000,000 and 88,000,000 shares authorized,

51,908,398 & 47,977,390 shares issued and outstanding at December 31, 2020 and
2019, respectively 52 48

Redeemable Series F Preferred Stock, $0.001 par value, 30,000 & 0 shares
authorized, 21,754 & 0 shares issued and outstanding at December 31, 2020 and
2019, respectively — —

Additional paid-in capital 232,487 194,150
Accumulated deficit (260,641) (201,269)

Total Stockholders’ Deficit (28,102) (7,071)

Total Liabilities, Redeemable Preferred Stock and Stockholders’ Deficit $ 51,253 $ 53,532

The accompanying notes are an integral part of these consolidated financial statements.
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 Better Choice Company Inc.
Consolidated Statements of Operations and Comprehensive Loss

(Dollars in thousands, except share and per share amounts)

 Year ended December 31,

 2020 2019

Net sales $ 42,590 $ 15,577

Cost of goods sold 26,491 9,717

Gross profit 16,099 5,860

Operating expenses:   

General and administrative 25,966 19,782

Share-based compensation 8,940 10,280

Sales and marketing 7,892 10,138

Customer service and warehousing 623 1,097

Impairment of intangible asset — 889

Total operating expenses 43,421 42,186

Loss from operations (27,322) (36,326)

Other expense (income):   

Interest expense, net 9,247 670

Loss on extinguishment of debt 88 —

Loss on acquisitions — 147,376

Change in fair value of warrant liability 24,898 —

Change in fair value of warrant derivative liability (2,220) 90

Total other expense, net 32,013 148,136

Net and comprehensive loss (59,335) (184,462)

Preferred dividends 103 109

Net and comprehensive loss available to common stockholders $ (59,438) $ (184,571)

Weighted average number of shares outstanding, basic and diluted 49,084,432 33,238,600

Loss per share, basic and diluted $ (1.21) $ (5.55)

The accompanying notes are an integral part of these consolidated financial statements.
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 Better Choice Company Inc.
Consolidated Statements of Stockholders’ Deficit

(Dollars in thousands, except shares)

 Common Stock

Redeemable 
Series F 

Convertible 
Preferred Stock Additional

Paid-In 
Capital

Accumulated
Deficit

Total
Stockholders’

Deficit

Redeemable 
Series E 

Convertible 
Preferred Stock

 Shares Amount Shares Amount Shares Amount

Balance at December 31,
2019 47,977,390 $48 — $— $194,150 $(201,269) $ (7,071) 1,387,378 $ 10,566

Shares issued pursuant to
private placement 308,642 — — — 500 — 500 — —

Share-based compensation 455,956 1 — — 8,939 — 8,940 — —

Shares and warrants issued
to third party for contract
termination 72,720 — — — 198 — 198 — —

Shares issued to third
parties for services 1,160,000 1 100 — 1,371 — 1,372 — —

Warrants issued to third
party for services — — — — 10,132 — 10,132 — —

Warrants issued in
connection with June 2020
Notes — — — — 337 — 337 — —

Beneficial conversion
feature of June 2020 Notes — — — — 1,163 — 1,163 — —

Modification of conversion
feature for November 2019
Notes, Seller Notes, and
ABG Notes — — — — 528 — 528 — —

Modification of warrants — — — — 43 — 43 — —

Shares issued pursuant to
warrant exercise 1,837,690 2 — — 1,046 — 1,048 — —

Warrants issued in
connection with ABL
Facility — — — — 230 — 230 — —

Net and comprehensive loss
available to common
stockholders — — — — — (59,438) (59,438) — —

Shares issued pursuant to
Series F Private Placement
and Exchange Transaction — — 21,702 — 8,501 5,415 13,916 (1,387,378) (10,566)

Conversion of Series F
shares to common stock 96,000 — (48) — — — — — —

Beneficial conversion
feature of Series F shares — — — — 5,349 (5,349) — — —

Balance at December 31,
2020 51,908,398 $52 21,754 $— $232,487 $(260,641) $(28,102) — $ —

The accompanying notes are an integral part of these consolidated financial statements.
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Better Choice Company Inc.
Consolidated Statements of Stockholders’ Deficit

(Dollars in thousands, except shares)

 Common Stock

Convertible 
Series A 

Preferred Stock Additional
Paid-In
Capital

Accumulated
Deficit

Total
Stockholders’

Deficit

Redeemable 
Series E 

Convertible 
Preferred Stock

 Shares Amount Shares Amount Shares Amount

Balance at December 31,
2018 11,661,485 $12 2,391,403 $ 2 $ 13,642 $ (16,698) $ (3,042) — $ —

Shares issued pursuant to a
private placement – net
proceeds — — 69,115 — 150 — 150 — —

Shares and warrants issued
pursuant to private issuance
of public equity (PIPE)-
net proceeds 5,744,991 6 — — 15,670 — 15,676 — —

Share-based compensation 1,118,786 1 — — 10,280 — 10,281 — —

Stock issued to third parties
for services 1,008,500 1 — — 3,476 — 3,477 — —

Warrants issued to third
parties for services — — — — 2,968 — 2,968 — —

Conversion of Series A
shares to common stock 2,460,518 2 (2,460,518) (2) — — — — —

Acquisition of treasury
shares (1,011,748) (1) — — (6,070) — (6,071) — —

Acquisition of Better
Choice 3,915,856 4 — — 23,560 — 23,564 2,633,678 20,058

Acquisition of Bona Vida 18,103,273 18 — — 108,602 — 108,620 — —

Guarantor warrants — — — — 4,180 — 4,180   

Warrants issued in
connection with the Notes — — — — 313 — 313 — —

Acquisition of Halo 2,134,390 2 — — 3,883 — 3,885 — —

Conversion of Series E
Preferred Stock 1,581,841 2 — — 9,490 — 9,492 (1,246,300) (9,492)

Warrant exercise 1,259,498 1 — — 4,006 — 4,007 — —

Net and comprehensive
loss available to common
stockholders — — — — — (184,571) (184,571) — —

Balance at December 31,
2019 47,977,390 $48 — $— $194,150 $(201,269) $ (7,071) 1,387,378 $10,566

The accompanying notes are an integral part of these consolidated financial statements.
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 Better Choice Company Inc.
Consolidated Statements of Cash Flows

(Dollars in thousands)

 Year Ended December 31,

 2020 2019

Cash Flow from Operating Activities:   
Net and comprehensive loss available to common stockholders $(59,438) $(184,571)
Adjustments to reconcile net and comprehensive loss to net cash used in operating

activities:   
Shares and warrants issued to third parties 10,330 3,548
Contract termination costs 649 —
Impairment of intangible asset — 889
Depreciation and amortization 1,748 171
Amortization of debt issuance costs and discounts 4,875 346
Share-based compensation 8,940 10,280
Change in fair value of warrant derivative liability (2,220) 90
Change in fair value of warrant liability 24,898 —
Payment In Kind (PIK) interest expense on notes payable 1,998 —
Loss on acquisitions — 146,980
Other 540 41

Changes in operating assets and liabilities, net of effects of business acquisition:   
Accounts receivable, net 1,193 (99)
Inventories, net 1,454 232
Prepaid expenses and other current assets (186) (241)
Accounts payable and accrued liabilities (2,445) 1,152
Other 159 213

Cash Used in Operating Activities $ (7,505) $ (20,969)

   
Cash Flow from Investing Activities:   
Acquisition of property and equipment $ (151) $ (110)
Cash acquired in the May Acquisitions — 416
Acquisition of Halo — (20,513)

Cash Used in Investing Activities $ (151) $ (20,207)

   
Cash Flow from Financing Activities:   
Cash advance, net $ — $ (1,899)
Proceeds from shares issued pursuant to private placement, net 18,053 15,826
Proceeds from warrant exercises 1,048 4,007
Proceeds from investor prepayment — 500
Proceeds from revolving lines of credit 6,624 11,200
Payment on revolving lines of credit (6,360) (10,800)
Proceeds from PPP loans 852 —
Proceeds from notes payable 1,500 2,750
Payments on related party note — (1,600)
Proceeds from short term loan — 20,500
Payments on short term loan (12,521) —
Debt issuance costs (85) (720)

   
Cash Provided by Financing Activities $ 9,111 $ 39,764

Net Increase (decrease) in Cash and cash equivalents and Restricted cash $ 1,455 $ (1,412)
Total Cash and cash equivalents and Restricted cash, Beginning of Period 2,534 3,946

Total Cash and cash equivalents and Restricted cash, End of Period $ 3,989 $ 2,534

The accompanying notes are an integral part of these consolidated financial statements.
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 Year Ended December 31,

 2020 2019

Supplemental cash flow information   
Cash paid during the year for:   

Income taxes $ — $ —
Interest, net $2,309 $ 265

Non-cash financing and investing transactions:   
ABL guarantor warrants $ 230 $ —
Stock issued for services $1,372 $ —
Noncash acquisition of right-of-use asset for leases entered into during period $ — $ 607
Noncash acquisition of operating lease liability for leases entered into during the

period $ — $(594)

The accompanying notes are an integral part of these consolidated financial statements.
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 Notes to the Consolidated Financial Statements

Note 1 – Nature of business and summary of significant accounting policies

Nature of the Business

Better Choice Company Inc. is a growing animal health and wellness company committed to leading the industry
shift toward pet products and services that help dogs and cats live healthier, happier and longer lives. The Company
sells the majority of its dog food, cat food and treats under the Halo and TruDog brands, which are focused,
respectively, on providing sustainably sourced kibble and canned food derived from real whole meat, and
minimally processed raw-diet dog food and treats.

On May 6, 2019, the Company completed the reverse acquisition of TruPet LLC (“TruPet”) and Bona Vida Inc.
(“Bona Vida”) in a pair of all stock transactions (together referred to as the “May Acquisitions”) through the
issuance of shares of common stock. Following the completion of the May Acquisitions, the business conducted by
the Company became primarily the businesses conducted by TruPet and Bona Vida. As a result, the consolidated
financial statements for the year ended December 31, 2019 are comprised of the results of TruPet for the period
between January 1, 2019 and December 31, 2019 and the results of Bona Vida beginning May 6, 2019 through
December 31, 2019. The Company completed the acquisition of Halo on December 19, 2019 (see “Note 2 -
Acquisitions”). Accordingly, Halo's operations are included in the Company's consolidated financial statements
beginning on December 19, 2019.

Basis of Presentation

The Company’s consolidated financial statements are prepared in accordance with the rules and regulations of the
U.S. Securities and Exchange Commission for annual financial reports and accounting principles generally accepted
in the United States (“GAAP”). Certain reclassifications have been made to conform the prior period data to the
current presentation. These reclassifications had no material effect on the reported results.

Consolidation

The financial statements are presented on a consolidated basis subsequent to acquisitions and include the accounts
of the Company and its wholly owned subsidiaries. All intercompany transactions and balances have been
eliminated in consolidation.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenue and expenses during the
reporting periods. The Company bases its estimates on historical experience and on various other assumptions that
the Company believes to be reasonable under the circumstances. On an ongoing basis, the Company evaluates
these assumptions, judgments and estimates. Actual results may differ from these estimates. In the opinion of
management, the consolidated financial statements contain all adjustments necessary for a fair statement of the
results of operations and comprehensive loss for the years ended December 31, 2020 and 2019, the financial
position as of December 31, 2020 and 2019 and the cash flows for the years ended December 31, 2020 and 2019.

Going Concern Considerations

The Company is subject to risks common in the pet wellness consumer market including, but not limited to,
dependence on key personnel, competitive forces, successful marketing and sale of its products, the successful
protection of its proprietary technologies, ability to grow into new markets, and compliance with government
regulations. As of March 2021, the Company has not experienced a significant adverse impact to its business,
financial condition or cash flows resulting from the COVID-19 pandemic. However, uncertainties regarding the
continued economic impact of COVID-19 are likely to result in sustained market turmoil which could also
negatively impact the Company's business, financial condition, and cash flows in the future. The Company has
continually incurred losses and has an accumulated deficit. The Company continues to rely on current investors and
the public markets to finance these losses through debt and/or equity issuances. These operating losses, working
capital deficit and the outstanding debt create substantial doubt about the Company’s ability to continue as a going
concern for a period of twelve months from the date these consolidated financial statements are issued. The
Company is
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implementing plans to achieve cost savings and other strategic objectives to address these conditions. The Company
expects cost savings from consolidation of third-party manufacturers, optimizing shipping and warehousing as well
as overhead cost reductions. The business is focused on successful completion of capital raises and growing the
most profitable channels while reducing investments in areas that are not expected to have long-term benefits. The
accompanying consolidated financial statements have been prepared assuming the Company will continue as a
going concern, which contemplates the realization of assets and payments of liabilities in the ordinary course of
business. Accordingly, the consolidated financial statements do not include any adjustments relating to the
recoverability and classification of asset carrying amounts or the amount of and classification of liabilities that may
result should the Company be unable to continue as a going concern.

Summary of Significant Accounting Policies

Cash and cash equivalents

Cash and cash equivalents include demand deposits held with banks and highly liquid investments with original
maturities of ninety days or less at acquisition date. For purposes of reporting cash flows, the Company considers
all cash accounts that are not subject to withdrawal restrictions or penalties to be cash and cash equivalents.

Restricted cash

The Company was required to maintain a restricted cash balance of less than $0.1 million and $0.2 million as of
December 31, 2020 and 2019, respectively, associated with a business credit card and credit card clearance
operations.

Accounts receivable and allowance for doubtful accounts

Accounts receivable consist of unpaid buyer invoices from the Company’s Retail customers and credit card
payments receivable from third-party credit card processing companies. Accounts receivable is stated at the
amount billed to customers, net of point of sale and cash discounts. The Company assesses the collectability of all
receivables on an ongoing basis by considering its historical credit loss experience, current economic conditions,
and other relevant factors. Based on this analysis, an allowance for doubtful accounts is recorded. The provision for
doubtful accounts is included in general and administrative expense in the consolidated statements of operations.
The Company recorded a $0.1 million allowance for doubtful accounts for the year ended December 31, 2020 and
2019, respectively.

Inventories

Inventories, primarily consisting of products available for sale and supplies, are valued using the first-in first-out
(“FIFO”) method and are recorded at the lower of cost or net realizable value. Cost is determined on a standard cost
basis and includes the purchase price, as well as inbound freight costs and packaging costs.

The Company regularly reviews inventory quantities on hand. Excess or obsolete reserves are established when
inventory is estimated to not be sellable before expiration dates based on forecasted usage, product demand and
product life cycle. Additionally, inventory valuation reflects adjustments for anticipated physical inventory losses,
such as shrink, that have occurred since the last physical inventory.

Property and equipment

Property and equipment are recorded at cost and depreciated using the straight-line method over the estimated
useful lives of the assets.

Expenditures for normal repairs and maintenance are charged to operations as incurred. The cost of property or
equipment retired or otherwise disposed of and the related accumulated depreciation are removed from the property
and equipment accounts in the year of disposal with the resulting gain or loss reflected in general and
administrative expenses. Depreciation expense is included as a component of general and administrative expenses.

The Company assesses potential impairments of its property and equipment whenever events or changes in
circumstances indicate that the asset’s carrying value may not be recoverable. An impairment charge would be
recognized when the carrying amount of property and equipment is not recoverable and exceeds its fair value. The
carrying amount of property and equipment is not recoverable if it exceeds the sum of the undiscounted cash flows
expected to result from the use and eventual disposition of the property and equipment.
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Goodwill

Goodwill is evaluated for impairment either through a qualitative or quantitative approach annually, or more
frequently if an event occurs or circumstances change that indicate the carrying value of a reporting unit may not be
recoverable. If a quantitative assessment is performed that indicates the carrying amount of a reporting unit exceeds
its fair market value, an impairment loss is recognized to reduce the carrying amount to its fair market value. The
fair market value is determined based on a weighting of the present value of projected future cash flows (the
“income approach”) and the use of comparative market approaches (“market approach”). Factors requiring
significant judgment include, among others, the assumptions related to discount rates, forecasted operating results,
long-term growth rates, the determination of comparable companies and market multiples. Changes in economic
and operating conditions or changes in the Company's business strategies that occur after the annual impairment
analysis may impact these assumptions and result in a future goodwill impairment charge, which could be material
to our consolidated financial statements. Fair value measurements used in the impairment review of goodwill are
Level 3 measurements. See further information about our policy for fair value measurements within this section
below. See “Note 9 − Intangible assets, royalties, and goodwill” for additional information regarding the
impairment test.

Intangible assets

Intangible assets acquired are carried at cost, less accumulated amortization. The Company reviews finite-lived
intangible assets for impairment whenever events or changes in circumstances indicate the carrying amount of an
asset may not be recoverable and any not expected to be recovered through undiscounted future net cash flows are
written down to current fair value. Amortization expense is included as a component of general and administrative
expenses.

Redeemable convertible preferred stock

In accordance with Financial Accounting Standards Board Accounting Standards Codification (“FASB ASC”)
Topic 480, “Distinguishing Liabilities from Equity (ASC 480)”, preferred stock issued with redemption provisions
that are outside of the control of the Company or that contain certain redemption rights in a deemed liquidation
event is required to be presented outside of stockholders’ deficit on the face of the consolidated balance sheet. The
Company’s Redeemable Series E Convertible Preferred Stock (the “Series E”) contained redemption provisions
that required it to be presented outside of stockholders’ deficit. The Company's Redeemable Series F Preferred
Stock (the “Series F”) contains redemption provisions that require it to be presented within stockholder's deficit.

Common Stock Warrants

Common stock warrants are recorded in accordance ASC 480 as either liabilities or as equity instruments,
depending on the specific terms of the warrant agreement. Warrants classified as liabilities are revalued at each
balance sheet date subsequent to the initial issuance and changes in the fair value are reflected in the consolidated
statement of operations as change in fair value of warrant liability. Upon exercise, the warrant is marked to fair
value at the conversion date and the related fair value is reclassified to equity.

Income taxes

Income taxes are recorded in accordance with FASB ASC Topic 740, “Income Taxes (ASC 740)”, which provides
for deferred taxes using an asset and liability approach. The Company recognizes deferred tax assets and liabilities
for the expected future tax consequences of events that have been included in the consolidated financial statements
or tax returns. Deferred tax assets and liabilities are determined based on the difference between the consolidated
financial statement and tax bases of assets and liabilities and for loss and credit carryforwards using enacted tax
rates anticipated to be in effect for the year in which the differences are expected to reverse. Valuation allowances
are provided, if, based upon the weight of available evidence, it is more likely than not that some or all the deferred
tax assets will not be realized.

The Company accounts for uncertain tax positions in accordance with the provisions of ASC 740. When uncertain
tax positions exist, the Company recognizes the tax benefit of tax positions to the extent that some or all the benefit
will more likely than not be realized. The determination as to whether the tax benefit will more likely than not be
realized is based upon the technical merits of the tax position, as well as consideration of the available facts and
circumstances. As of December 31, 2020 and 2019, the Company does not have any significant uncertain income
tax positions. If incurred, the Company would classify interest and penalties on uncertain tax positions as income
tax expense.
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The Company was incorporated on May 6, 2019. Prior to this date, the Company operated as a flow through entity
for state and United States federal tax purposes. The Company files a U.S. federal and state income tax return,
including for its wholly owned subsidiaries.

Revenue

The Company recognizes revenue to depict the transfer of promised goods to the customer in an amount that
reflects the consideration to which the Company expects to be entitled in exchange for those goods in accordance
with the provisions of FASB ASC Topic 606, “Revenue from Contracts with Customers (ASC 606).”

In order to recognize revenue, the Company applies the following five (5) steps:

• Identify a customer along with a corresponding
contract;

• Identify the performance obligation(s) in the contract to transfer goods to a
customer;

• Determine the transaction price the Company expects to be entitled to in exchange for transferring
promised goods to a customer;

• Allocate the transaction price to the performance obligation(s) in the contract;
and

• Recognize revenue when or as the Company satisfies the performance
obligation(s).

Generally, revenue is recognized when the product is shipped as this is when it has been determined that control has
been transferred. Amounts billed and due from our customers are classified as receivables and require payment on
a short-term basis.

Cost of goods sold

Cost of goods sold consists primarily of the cost of product obtained from third-party contract manufacturing
plants, packaging materials and inventory freight for shipping product.

Advertising

The Company charges advertising costs to expense as incurred and such charges are included in sales and
marketing expenses in the Consolidated Statements of Operations and Comprehensive Loss. Our advertising
expenses consisting primarily of online advertising, search costs, email advertising, and radio advertising. In
addition, with the acquisition of Halo, we reimburse our customers and third parties for in store activities and record
these costs as sales and marketing expenses. Advertising costs were $5.8 million and $6.7 million for the years
ended December 31, 2020 and 2019, respectively.

Customer service and warehousing

Customer service and warehousing include wages associated with customer service and fulfillment of DTC
customer orders.

Operating leases

We determine if a contract or arrangement meets the definition of a lease at inception. The Company’s operating
leases relate to real estate. For leases with terms greater than 12 months, the Company records the related asset and
obligation at the present value of lease payments over the term. Lease renewal options are not included in the
measurement of the right-of-use assets and right-of-use liabilities unless the Company is reasonably certain to
exercise the optional renewal periods. The Company’s lease agreements do not contain any material residual value
guarantees or material restrictive covenants. Additionally, the Company’s leases contain rent escalations over the
lease term and the Company recognizes expense for these leases on a straight-line basis over the lease term. Some
of the Company’s leases include rent escalations based on inflation indexes. The Company has elected to make the
accounting policy election for short-term leases. Consequently, short-term leases are recorded as an expense on a
straight-line basis over the lease term.

In addition to base rent, certain of our operating leases require variable payments of property taxes, insurance and
common area maintenance. These variable lease costs, other than those dependent upon an index or rate, are
expensed when the obligation for those payments is incurred.
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The Company’s leases do not provide a readily available implicit rate. Therefore, the Company estimates the
incremental borrowing discount rate based on information available at lease commencement. The discount rates
used are indicative of a synthetic credit rating based on quantitative and qualitative analysis.

Fair value of financial instruments

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (an exit price)
in the principal or most advantageous market for the asset or liability in an orderly transaction between market
participants at the measurement date. The fair value hierarchy uses a framework which requires categorizing assets
and liabilities into one of three levels based on the inputs used in valuing the asset or liability.

Level 1 inputs are unadjusted, quoted market prices in active markets for identical assets or liabilities.

Level 2 inputs are observable inputs other than quoted prices included in Level 1, such as quoted prices for similar
assets or liabilities in active markets or quoted prices for identical assets or liabilities in inactive markets.

Level 3 inputs include unobservable inputs that are supported by little, infrequent or no market activity and reflect
management’s own assumptions about inputs used in pricing the asset or liability.

Level 1 provides the most reliable measure of fair value, while Level 3 generally requires significant management
judgment. Assets and liabilities are classified in their entirety based on the lowest level of input that is significant to
the fair value measurement.

The Company’s financial instruments recognized on the Consolidated Balance Sheets consist of cash and cash
equivalents, restricted cash, accounts receivable, prepaid deposits, accounts payable, short term loan, line of credit,
subordinated convertible notes, accrued liabilities, other liabilities, and warrant liabilities. The warrant liability is
remeasured at fair value each reporting period and represents a Level 3 financial instrument. The fair values for
short term loan and PPP loans are deemed to be equivalent to their respective carrying values due to their relative
short term nature. The fair value for the Company’s line of credit approximates carrying value as the instrument has
a variable interest rate that approximates market rates. The fair values for the Notes Payable are determined by
applying the income approach using a discounted cash flow model which primarily using unobservable inputs
(Level 3).

Fair value measurements of non-financial assets and non-financial liabilities reflect Level 3 inputs and are primarily
used to measure the estimated fair values of assets acquired and liabilities assumed in business combinations, for
goodwill, other intangible assets and long-lived assets impairment analyses and the valuation of acquired
intangibles.

Basic and diluted loss per share

Basic and diluted loss per share has been determined by dividing the net and comprehensive loss available to
common stockholders for the applicable period by the basic and diluted weighted average number of shares
outstanding, respectively. Common stock equivalents and incentive shares are excluded from the computation of
diluted loss per share when their effect is anti-dilutive.

Share-based compensation

The Company recognizes compensation expense for all share–based payments in accordance with FASB ASC
Topic 718, “Compensation – Stock Compensation (ASC 718)”. The Company follows the fair value method of
accounting for awards granted to employees, directors, officers and consultants. Share-based awards are measured
at their estimated fair value on each respective grant date. The Company recognizes share-based payment expenses
over the vesting period. The Company’s share-based compensation awards are subject only to service based vesting
conditions. Pursuant to ASC 718-10-35-8, the Company recognizes compensation cost for stock awards with only
service conditions that have a graded vesting schedule on a straight-line basis over the service period for each
separately vesting portion of the award as if the award was, in-substance, multiple awards. Forfeitures are
accounted for as they occur.

Segment information

Operating segments are defined as components of an enterprise about which separate discrete financial information
is available for evaluation by the chief operating decision-maker (“CODM”) in making decisions regarding resource
allocation and assessing performance. The Company has viewed its operations and manages its business as one
segment. The Company’s CODM reviews operating results on an aggregated basis. All the assets and operations of
the Company are in the United States.
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Recently Issued Accounting Pronouncements

The Company has reviewed the Accounting Standards Updates (“ASU”), accounting pronouncements and
interpretations thereof issued by the FASB that have effective dates during the reporting period and in future
periods.

Recently adopted

In August 2018, the FASB issued ASU No. 2018-13, “Fair Value Measurement (Topic 820): Disclosure
Framework - Changes to the Disclosure Requirements for Fair Value Measurement.” This new guidance removes
certain disclosure requirements related to the fair value hierarchy, modifies existing disclosure requirements related
to measurement uncertainty and adds new disclosure requirements. The new disclosure requirements include
disclosing the changes in unrealized gains and losses for the period included in other comprehensive income for
recurring Level 3 fair value measurements held at the end of the reporting period and the range and weighted
average of significant unobservable inputs used to develop Level 3 fair value measurements. This new guidance
was effective for the Company beginning on January 1, 2020 and did not have a material impact on the Company’s
condensed consolidated financial statements.

In August 2018, the FASB issued ASU 2018-15 “Intangibles − Goodwill and Other − Internal-Use Software
(Subtopic 350-40)” to amend ASU 2015-5 in an effort to provide additional guidance on the accounting for costs
implementation activities performed in a cloud computing arrangement that is a service contract. The amendments
in this update align the requirements for capitalizing implementation costs incurred in a hosting arrangement that is
a service contract with the requirements for capitalizing implementation costs incurred to develop or obtain
internal-use software (and hosting arrangements that include an internal use software license). The accounting for
the service element of a hosting arrangement that is a service contract is not affected by the amendments in this
update. The amendments in this update also require the entity to present the expense related to the capitalized
implementation costs in the same line item in the statement of income as the fees associated with the hosting
element (service) of the arrangement and classify payments for capitalizing implementation costs in the statement
of cash flows in the same manner as payments made for fees associated with the hosting element. The entity is also
required to present the capitalized implementation costs in the statement of financial position in the same line item
that a prepayment for the fees of the associated hosting arrangement would be presented. The new standard was
effective for the Company on January 1, 2020. The Company has no internal use software.

Issued but not yet adopted

In June 2016, the FASB issued ASU 2016-13 “Financial Instruments − Credit Losses (Topic 326),” a new standard
to replace the incurred loss impairment methodology under current GAAP with a methodology that reflects
expected credit losses and requires consideration of a broader range of reasonable and supportable information to
inform credit loss estimates. The standard is effective for the Company on January 1, 2023, and early adoption is
permitted. The Company is currently evaluating the impact the new standard will have on its consolidated financial
statements and does not expect the impact to be material.

In December 2019, the FASB issued ASU No. 2019-12, “Income Taxes (Topic 740): Simplifying the Accounting
for Income Taxes” (“ASU 2019-12”), which is intended to simplify various aspects related to accounting for
income taxes. ASU 2019-12 removes certain exceptions to the general principles in Topic 740 and also clarifies and
amends existing guidance to improve consistent application. This guidance is effective for the Company beginning
January 1, 2021 with early adoption permitted. The Company is currently evaluating the impact of this standard on
its consolidated financial statements and related disclosures.

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of
Reference Rate Reform on Financial Reporting. This ASU provides optional expedient and exceptions for applying
generally accepted accounting principles to contracts, hedging relationships, and other transactions affected by
reference rate reform if certain criteria are met. In response to the concerns about structural risks of interbank
offered rates (IBORs) and, particularly, the risk of cessation of the London Interbank Offered Rate (LIBOR),
regulators in several jurisdictions around the world have undertaken reference rate reform initiatives to identify
alternative reference rates that are more observable or transaction based and less susceptible to manipulation. Topic
848 provides companies with optional guidance to ease the potential accounting burden associated with
transitioning away from reference rates that are expected to be discontinued. The ASU can be adopted no later than
December 1, 2022 with early adoption permitted. The Company is currently evaluating the impact the standard will
have on its consolidated financial statements and related disclosures, as well as the potential impact of reference
rate reform on our debt instruments.
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In March 2020, FASB issued ASU 2020-03, Codification Improvement to Financial Instruments. This ASU
improves and clarifies various financial instruments topics, including the current expected credit losses (CECL)
standard issued in 2016. The ASU includes seven different issues that describe the areas of improvement and the
related amendments to GAAP, intended to make the standards easier to understand and apply by eliminating
inconsistencies and providing clarifications. The amendments have different effective dates. The Company is
evaluating the impact the accounting guidance will have on its condensed consolidated financial statements and
related disclosures.

In August 2020, FASB issued ASU 2020-06, Debt - Debt with Conversion and other Options (Subtopic 470-20)
and Derivatives and Hedging − Accounting for Convertible Instruments and Contracts in an Entity's Own Equity.
This ASU reduces the number of accounting models for convertible instruments, amends diluted EPS calculations
for convertible instruments, and amends the requirements for a contract (or embedded derivative) that is potentially
settled in an entity’s own shares to be classified in equity. This standard is effective for the Company beginning on
January 1, 2024 with early adoption permitted. The Company is currently evaluating the impact of this standard on
its condensed consolidated financial statements and related disclosures.

Note 2 − Acquisitions

Acquisition of Halo

On October 15, 2019, the Company entered into a Stock Purchase Agreement to acquire Halo and the acquisition
(the “Halo Acquisition”) was completed on December 19, 2019 (the “Halo Acquisition Date”), for $38.2 million.
The consideration was subject to customary adjustments for Halo’s net working capital, cash, and indebtedness, and
consisted of a combination of cash consideration ($20.5 million), shares of the Company’s common stock
($3.9 million), Seller Notes ($15 million), and Seller Warrants ($0.3 million). The Company incurred $0.9 million
in transaction costs, which are included in general and administrative expenses.

The Halo Acquisition was accounted for under the purchase method of accounting, and accordingly, the purchase
price was allocated to the identifiable assets and liabilities based on their estimated fair values at the Halo
Acquisition Date. The purchase price allocation is summarized as follows (in thousands):

 Halo

Total purchase price $38,244

Assets and Liabilities Acquired:  

Assets  

Property and equipment 260

Accounts receivable 5,540

Inventories 5,160

Intangible assets 14,690

Other assets 329

Total assets 25,979

Liabilities  

Accounts payable 4,628

Accrued liabilities 1,553

Long term liability 168

Total liabilities 6,349

Net assets acquired 19,630

Goodwill $18,614

The excess of purchase price over the fair value amounts assigned to the identifiable assets acquired and liabilities
assumed represents goodwill from the acquisition. The Company believes the factors that contributed to goodwill
include the acquisition of a talented workforce and administrative cost synergies. The Company does not expect
any portion of this goodwill to be deductible for tax purposes. See “Note 9 − Intangible assets, royalties, and
goodwill” for more information.
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Reverse Acquisitions of Better Choice and Bona Vida by TruPet

On May 6, 2019, Better Choice Company completed the reverse acquisitions of TruPet and Bona Vida whereby
TruPet is considered the acquirer for accounting and financial reporting purposes. The acquisitions were accounted
for as asset acquisitions.

The purchase price for Better Choice Company was $37.9 million and has been allocated based on an estimate of
the fair value of Better Choice Company’s assets acquired and liabilities assumed with the remainder recorded as
an expense. The loss on acquisition of Better Choice Company’s net liabilities is $39.6 million.

The purchase price for Bona Vida was $108.6 million and the estimated purchase price has been allocated based on
an estimate of the fair value of assets acquired and liabilities assumed. The excess of the purchase price over the net
assets acquired has been recorded as an expense. The loss on acquisition of Bona Vida’s net assets is
$107.8 million.

On May 6, 2019, the fair values of the assets and liabilities acquired were (in thousands):

 

Better
Choice 

Company Bona Vida Total

Total Purchase Price $ 37,949 $ 108,620 $ 146,569

Net Assets (Liabilities) Acquired:    

Assets    

Cash and cash equivalents 7 384 391

Restricted cash — 25 25

Accounts receivable — 69 69

Inventories — 95 95

Prepaid expenses and other current assets 32 348 380

Intangible assets 986 — 986

Other assets — 74 74

Total Assets 1,025 995 2,020

Liabilities    

Warrant derivative liability 2,130 — 2,130

Accounts payable & accrued liabilities 544 153 697

Total Liabilities 2,674 153 2,827

Net Assets (Liabilities) Acquired (1,649) 842 (807)

Loss on Acquisitions $(39,598) $(107,778) $(147,376)

Note 3 – Revenue

The Company records revenue net of discounts. Discounts primarily consist of early pay discounts, general
percentage allowances and contractual trade promotions such as auto-ship subscriptions.

The Company excludes sales taxes collected from revenues. Retail-partner based customers are not subject to sales
tax.

Revenue is deferred for orders that have been paid for, but not shipped. Based on historical experience, the
Company records an estimated liability for returns. Product returns were $0.3 million and less than $0.4 million in
2020 and 2019, respectively.

The TLC loyalty program enables customers to accumulate points based on their spending. A portion of revenue is
deferred at the time of sale when points are earned and recognized when the loyalty points are redeemed. As of
December 31, 2020 and 2019, customers held unredeemed loyalty program awards of $0.4 million and
$0.2 million, respectively. The Company recognized revenue of $0.5 million and less than $0.2 million from the
loyalty program for the years ended December 31, 2020 and 2019, respectively.

Shipping costs associated with moving finished products to customers were $1.5 million and $2.3 million for the
years ended December 31, 2020 and 2019, respectively. Such shipping costs are recorded as part of general and
administrative expenses.
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We group our revenue channels into four distinct categories: E-Commerce, which includes the sale of product to
online retailers such as Amazon and Chewy; Brick & Mortar, which includes the sale of product to pet specialty
chains such as Petco, select grocery chains, and neighborhood pet stores; DTC which includes the sale of product
through our online web platform; and International, which includes the sale of product to foreign distribution
partners and to select international retailers. We believe our omni-channel approach is a significant competitive
advantage, as it allows us to design and sell products purpose-built for success in specific channels while
maintaining our ability to leverage marketing and sales resources cross-channel.

Information about the Company’s revenue channels is as follows (in thousands):

 Twelve Months Ended December 31,

 2020 2019

E-commerce $14,218 34% $ 1,952 13%

Brick & Mortar 8,982 21% 194 1%

DTC 10,778 25% 13,392 86%

International 8,612 20% 39 —%

Net Sales $42,590 100% $15,577 100%

Note 4 − Inventories

Inventories are summarized as follows (in thousands):

 
December 31,

2020
December 31,

2019

Food, treats and supplements $4,987 $6,425

Inventory packaging and supplies 596 504

Other products and accessories — 73

Total inventories 5,583 7,002

Inventory reserve (714) (422)

Inventories, net $4,869 $6,580

Note 5 – Prepaid expenses and other current assets

 
December 31,

2020
December 31,

2019

Prepaid advertising contract with iHeart(1) $1,788 $1,776

Other prepaid expenses and other current assets(2) 2,286 865

Total Prepaid expenses and other current assets 4,074 2,641

(1) On August 28, 2019, the Company entered into a radio advertising agreement with iHeart Media + Entertainment, Inc. and issued
1,000,000 shares of common stock valued at $3.4 million for future advertising to be provided to the Company from August 2019
to August 2021. The Company issued an additional 125,000 shares valued at $0.1 million on March 5, 2020 pursuant to the
agreement. The agreement requires the Company to spend a minimum amount for talent fees or other direct iHeart costs. The
company committed to using $1.7 million of the media inventory by August 28, 2020, with the remainder of the inventory
available through August 28, 2021. On August 28, 2020 the contract was amended to extend the commitment dates by one year,
whereas $1.7 million of the advertising media inventory will now be used by August 28, 2021, with the remainder available
through August 28, 2022. The long-term portion of the contract balance of $1.2 million and $1.1 million was recorded in other
non-current assets as of December 31, 2020 and 2019, respectively.

(2) As of December 31, 2020, this amount includes various other prepaid contracts. The Company entered into an agreement for
access to an investment platform in exchange for 500,000 shares of common stock valued at $0.6 million for a period of one year.
Additionally, the Company entered into an agreement for marketing services in exchange for 500,000 shares of common stock
valued at $0.5 million from January 2021 to January 2022.
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Note 6 − Property and equipment

Property and equipment consist of the following (in thousands):

 
Estimated 
Useful Life

December 31,
2020

December 31,
2019

Equipment 3 - 7 years $ 234 $222

Furniture and fixtures 5 - 7 years 150 138

Computer software 3 years 111 115

Computer equipment 2 - 3 years 4 4

Total property and equipment  499 479

Accumulated depreciation  (247) (62)

Net property and equipment  $ 252 $417

Depreciation expense was $0.2 million and $0.1 million for the years ended December 31, 2020 and 2019,
respectively.

Note 7 – Accrued liabilities

Accrued liabilities consist of the following (in thousands):

 
December 31,

2020
December 31,

2019

Accrued professional fees(1) $ 704 $1,695

Accrued sales tax 1,009 1,233

Accrued payroll and benefits 913 994

Accrued trade promotions 106 357

Accrued dividends(2) — 256

Accrued interest 86 109

Other 185 77

Total accrued liabilities $3,003 $4,721

(1) The Company recognized a reduction in accrued legal fees related to a finalized settlement of amounts that were accrued for in
2019.

(2) Accrued dividends related to the Series E were less than $0.3 million as of December 31, 2019. In connection with the issuance of
Series F Preferred Stock in October 2020, all accrued dividends were settled through the terms of the exchange agreement related
to the Series E Preferred Stock. See “Note 13 − Redeemable convertible preferred stock” for additional information.

Note 8 – Operating leases

The table below presents certain information related to the lease costs for operating leases (in thousands):

 Year ended December 31

 2020 2019

Operating lease costs $307 $369

Short-term lease costs 130 115

Variable lease costs 27 31

Total operating lease costs $464 $515

The following table presents weighted-average terms for our operating leases:

 Year ended December 31

 2020 2019

Weighted-average remaining lease term 1.9 2.6

Weighted-average discount rate 12.5% 12.5%
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The following table presents the maturities of operating lease liabilities as of December 31, 2020 (in thousands):

2021 204

2022 186

2023 7

Total maturities of operating lease liabilities 397

Less: imputed interest 40

Present value of future minimum lease payments $357

Note 9 – Intangible assets, royalties, and goodwill

Intangible assets and royalties

In May 2019, the Company acquired a licensing agreement with Authentic Brands and Elvis Presley Enterprises
(“ABG”). The licensing agreement required an upfront equity payment of $1.0 million worth of common stock and
the license was recorded at its amortized cost which approximated fair value. The Company did not plan to use the
license in the future and therefore terminated the agreement on January 13, 2020. The Company recognized an
impairment charge for the net book value of the licensing agreement as of and for the year ended December 31,
2019.

As part of the termination, the Company: (1) paid ABG $0.1 million in cash upon the signing of the termination
agreement on January 13, 2020, (2) issued ABG 72,720 shares of the Company’s common stock on January 13,
2020, (3) agreed to pay ABG $0.1 million in cash in four equal installments each month from July 31, 2020 through
October 31, 2020, (4) issued ABG $0.6 million aggregate principal amount of Subordinated Promissory Notes
(the “ABG Notes”) effective January 20, 2020, and (5) issued ABG a common stock purchase warrant (the “ABG
Warrants”) equal to a fair value of $150,000 on January 20, 2020. The terms of the ABG Notes match those of the
Seller Notes, including convertible features exercisable any time after the date of issuance, a 10% interest rate and
maturity date of June 30, 2023. The ABG Warrants are exercisable for 24 months from the date of the
consummation of an IPO (as defined in the ABG Warrants) and carried an initial exercise price equal to the greater
of (i) $5.00 per share or (ii) the price at which the common stock was sold in the IPO. The fair values of the ABG
Notes and ABG Warrants on their issuance dates were $0.6 million and less than $0.1 million, respectively. On
June 24, 2020, the exercise price of the ABG Warrants was amended in connection with the issuance of the June
2020 Notes (defined below) to lower the maximum exercise price from $5.00 to $4.25 per share. See “Note 10 −
Debt” and “Note 11 − Warrants” for additional information. The total cost of the contract termination noted above
is measured at its fair value of $1.1 million and is included in general and administrative expense.

The Company’s intangible assets (in thousands) and related useful lives (in years) are as follows:

   December 31, 2020 December 31, 2019

 

Estimated
Useful

Life

Gross 
Carrying 
Amount(1)

Accumulated
Amortization

Net
Carrying 
Amount

Accumulated
Amortization

Net
Carrying 
Amount(1)

Customer relationships 7 $ 7,190 $(1,059) $ 6,131 $(35) $ 7,155

Trade name 15 7,500 (516) 6,984 (14) 7,486

Total intangible assets  $14,690 $(1,575) $13,115 $(49) $14,641

(1) The gross intangible asset values and the net carrying amount as of December 31, 2019 have been updated to correct an immaterial
disclosure reporting error in our 2019 Annual Report on Form 10-K.

Amortization expense was $1.5 million and less than $0.1 million for the years ended December 31, 2020 and
2019, respectively.
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The estimated future amortization of intangible assets over the remaining weighted average useful life of 10.2 years
is as follows (in thousands):

2021 $ 1,526

2022 1,526

2023 1,526

2024 1,526

2025 1,526

Thereafter 5,485

 $13,115

There were no indicators or impairment of the intangible assets as of December 31, 2020.

Goodwill

Goodwill of $18.6 million was recognized in connection with the Halo Acquisition. The Company performed a
quantitative assessment for its annual impairment test as of October 1, 2020. Under the quantitative approach, the
Company makes various estimates and assumptions in determining the estimated fair value of the reporting unit
using a combination of discount cash flow models and valuations based on earnings multiples for guideline public
companies when externally quoted market prices are not readily available. As of and for the years ended
December 31, 2020 and 2019, there was no accumulated impairment loss and no impairment expense related to
goodwill.

Note 10 – Debt

The components of the Company’s debt consist of the following (in thousands):

 December 31, 2020 December 31, 2019

 Amount Rate
Maturity 

Date Amount Rate
Maturity 

Date

Short term loan, net $ 7,826 1/15/2021 $16,061 12/19/2020

Line of credit, net 5,023 7/5/2022 4,819 12/19/2020

November 2019 notes payable, net (November 2019
Notes) 2,830 10% 6/30/2023 2,769 10% 11/4/2021

December 2019 notes payable, net (Senior Seller
Notes) 10,332 10% 6/30/2023 9,191 10% 6/30/2023

December 2019 notes payable, net (Junior Seller
Notes) 4,973 10% 6/30/2023 4,410 10% 6/30/2023

ABG notes payable, net (ABG Notes) 687 10% 6/30/2023 — — —

June 2020 notes payable, net (June 2020 Notes) 88 10% 6/30/2023 — — —

Halo PPP Loan 431 1% 5/3/2022 — —  

TruPet PPP Loan 421 .98% 4/6/2022 — — —

Total debt 32,611   37,250   

Less current portion 8,016   20,880   

Total long term debt $24,595   $16,370   

(1) Interest at Bank of Montreal Prime plus
8.05%

(2) Interest at a variable rate of LIBOR plus 250 basis points with and interest rate floor of 3.25% per
annum

Short term loan and line of credit

On the Halo Acquisition date, December 19, 2019, the Company entered into a Loan Facilities Agreement
(the “Facilities Agreement”) by and among the Company, as the borrower, the several lenders from time to time
parties thereto (collectively, the “Lenders”) and a private debt lender, as agent (the “Agent”). The Facilities
Agreement provided for (i) a term loan facility of $20.5 million and (ii) a revolving demand loan facility not to
exceed
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$7.5 million. The term loan was scheduled to mature on December 19, 2020 or such earlier date on which a demand
is made by the Agent or any Lender and was extended as discussed below. The remaining revolving credit facility
balance of $5.1 million was repaid in full with a portion of the proceeds from the ABL Facility, discussed below,
and resulted in a loss on debt extinguishment of $0.1 million.

Certain directors and shareholders of the Company (“Shareholder Guarantors”) agreed to enter into a Continuing
Guaranty (the “Shareholder Guaranties”) in the amount of $20.0 million and guarantee the Company’s obligations
under the Facilities Agreement. As consideration for the Shareholder Guaranties, the Company issued common
stock purchase warrants to the Shareholder Guarantors in an amount equal to 0.325 warrants for each dollar of debt
under the agreement guaranteed by such Shareholder Guarantors (the “Guarantor Warrants”).

On July 16, 2020, the Company entered into a revolving line of credit with Citizens Business Bank in the aggregate
amount of $7.5 million (the “ABL Facility”). The proceeds of the ABL Facility were used (i) to repay all principal,
interest and fees outstanding under the Company’s existing revolving credit facility and (ii) for general corporate
purposes. Debt issuance costs of $0.1 million were incurred related to the Company entering into this revolving line
of credit.

The ABL Facility matures on July 5, 2022 and bears interest at a variable rate of LIBOR plus 250 basis points, with
an interest rate floor of 3.25% per annum. Accrued interest on the ABL Facility is payable monthly commencing on
August 5, 2020. The ABL Agreement provides for customary financial covenants, such as maintaining a specified
adjusted EBITDA and a maximum senior debt leverage ratio, that commence on December 31, 2020 and customary
events of default, including, among others, those relating to failure to make payment, bankruptcy, breaches of
representations and material adverse effects. The Company prepaid the principal of the ABL Facility in full and did
not incur any prepayment charges. See “Note 21 - Subsequent events” for additional information related to the
revolver.

The ABL Facility is secured by a general security interest on the assets of the Company and is personally
guaranteed by a member of the Company’s board of directors.

On October 5, 2020, the Company paid down the term loan by $11.0 million using proceeds from the Series F
Private Placement. On October 29, 2020, the Company made an additional pay down on the term loan by
$1.0 million using additional proceeds from the Series F Private Placement.

On November 25, 2020, Better Choice Company Inc. (the “Company”) entered into the fifth amendment (the “Fifth
Amendment”) to the Facilities Agreement, extending the maturity date of the term loan to January 15, 2021. The
Company paid down the short term loan in full during January 2021. See “Note 21 − Subsequent events” for
additional information related to the term loan.

As of December 31, 2020 and 2019, the term loan outstanding was $7.8 million and $16.1 million, net of debt
issuance costs and discounts of less than $0.2 million and $4.4 million, respectively, and the line of credit
outstanding was $5.0 million and $4.8 million, net of debt issuance costs of $0.2 million and $0.2 million,
respectively. The debt issuance costs and discounts are amortized using the effective interest method.

As of December 31, 2020 and 2019, the Company was in compliance with its debt covenants.

Notes payable

On November 4, 2019, the Company issued $2.8 million of subordinated convertible notes (the “November 2019
Notes”) which carry a 10% interest rate and mature on November 4, 2021. The interest is payable in arrears on
March 31, June 30, September 30 and December 31 of each year. Payment in kind (“PIK”) interest is payable by
increasing the aggregate principal amount of the November 2019 Notes. The November 2019 Notes are exercisable
any time from the date of issuance and carried an initial conversion price of the lower of (a) $4.00 per share or
(b) the IPO Price(defined as the price at which the Company’s stock will be sold in a future IPO).

The November 2019 Notes were amended on January 6, 2020. The amendment incorporates only the preferable
terms of the Seller Notes as noted below, and all other terms and provisions of the November 2019 Notes remain in
full force and effect. As amended, for so long as any event of default (as defined in the November 2019 Note)
exists, interest shall accrue on the November 2019 Note principal at the default interest rate of 12.0% per annum,
and such accrued interest shall be immediately due and payable.

The November 2019 Notes were amended for the second time on June 24, 2020 in connection with the issuance of
the June 2020 Notes. The amendment lowers the maximum conversion price applicable to the conversion of these
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notes from $4.00 per share to $3.75 per share and extends the maturity date from November 4, 2021 to June 30,
2023. Under the applicable accounting guidance, the Company accounted for the change in conversion price as a
modification of the debt instrument. The Company recognized the increase in the fair value of the conversion option
of $0.3 million as a reduction to the carrying amount of the debt instrument by increasing the associated debt
discount with a corresponding increase in additional paid-in capital.

As of December 31, 2020 and 2019, the aggregate amount of November 2019 Notes outstanding was $2.8 million
and $2.8 million, respectively, net of discounts of less than $0.3 million and less than $0.1 million, respectively.
The discounts are being amortized over the life of the November 2019 Notes using the effective interest method.

On December 19, 2019, the Company issued $10.0 million and $5.0 million in senior subordinated convertible
notes (the “Senior Seller Notes”) and junior subordinated convertible notes (the “Junior Seller Notes” and together
with the Senior Seller Notes, the “Seller Notes”), respectively, to the sellers of Halo. The Seller Notes are
exercisable any time from the date of issuance and carry a 10% interest rate and mature on June 30, 2023. Interest is
payable in arrears on March 31, June 30, September 30 and December 31 of each year. PIK interest is payable by
increasing the aggregate principal amount of the Seller Notes. The Seller Notes carried a conversion price of the
lower of (a) $4.00 per share or (b) the IPO Price.

The Seller Notes were amended on June 24, 2020 in connection with the issuance of the June 2020 Notes. The
amendment lowers the maximum conversion price applicable to the conversion of these notes from $4.00 per share
to $3.75 per share. The Company accounted for the change in the conversion price as a modification of the debt
instrument. The Company recognized the increase in the fair value of the conversion option of less than of
$0.3 million as a reduction to the carrying amounts of the debt instruments by increasing the associated debt
discounts with a corresponding increase in additional paid-in capital.

As of December 31, 2020, the Senior Seller Notes outstanding were $10.3 million, net of discounts of $0.8 million,
and the Junior Seller Notes outstanding were $5.0 million, net of discounts of $0.5 million. As of December 31,
2019, the Senior Seller Notes outstanding were $9.2 million, net of discounts of $0.9 million, and the Junior Seller
Notes outstanding were $4.4 million, net of discounts of $0.5 million. The discounts are being amortized over the
life of the Seller Notes using the effective interest method.

On January 13, 2020, the Company issued $0.6 million in senior subordinated convertible notes to ABG. The ABG
Notes are exercisable any time from the date of issuance and carry a 10% interest rate and mature on June 30, 2023.
The interest is payable in arrears on March 31, June 30, September 30 and December 31 of each year. PIK interest
is payable by increasing the aggregate principal amount of the ABG Notes. The ABG Notes carried an initial
conversion price of the lower of (a) $4.00 per share or (b) the IPO Price.

The ABG Notes were amended on June 24, 2020 in connection with the issuance of the June 2020 Notes. The
amendment lowers the maximum conversion price applicable to the conversion of these notes from $4.00 per share
to $3.75 per share. The Company accounted for the change in the conversion price as a modification of the debt
instrument. The Company recognized the increase in the fair value of the conversion option of less than
$0.1 million as a reduction to the carrying amount of the debt instrument by decreasing the associated debt
premium with a corresponding increase in additional paid-in capital.

As of December 31, 2020, the ABG Notes outstanding was $0.7 million, including a debt premium of less than
$0.1 million. The debt premium is being amortized over the life of the ABG Notes using the effective interest
method.

On June 24, 2020, the Company issued $1.5 million in subordinated convertible promissory notes (the “June 2020
Notes”) which carry a 10% interest rate and mature on June 30, 2023. The interest is payable quarterly in arrears on
March 31, June 30, September 30, and December 31 of each year. PIK interest is payable by increasing the
aggregate principal amount of the June 2020 Notes. The June 2020 Notes are convertible any time from the date of
issuance and carry a conversion price $0.75 per share. The June 2020 Notes are also convertible automatically upon
the Company’s consummation of an initial public offering or change in control (each as defined in the June 2020
Notes).

The Company evaluated the conversion option within the June 2020 Notes to determine whether the conversion
price was beneficial to the note holders. The Company recorded a beneficial conversion feature (“BCF”) related to
the issuance of the June 2020 Notes. The BCF for the June 2020 Notes was recognized and measured by allocating
a portion of the proceeds to the beneficial conversion feature, based on relative fair value, and as a reduction to the
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carrying amount of the convertible instrument equal to the intrinsic value of the conversion feature limited to the
proceeds amount allocated to the instrument. The Company will accrete the discount recorded in connection with
the BCF valuation as interest expense over the term of the June 2020 Notes, using the effective interest rate method.

As of December 31, 2020, the amount outstanding on the June 2020 Notes was less than $0.1 million, net of
discounts of less than $1.5 million. The discounts are being amortized over the life of the June 2020 Notes using the
effective interest method.

The exercise, conversion or exchange of convertible securities, including for other securities, will dilute the
percentage ownership of the Company’s stockholders. The dilutive effect of the exercise or conversion of these
securities may adversely affect the Company’s ability to obtain additional capital.

As of December 31, 2020 and 2019, the Company was in compliance with all covenant requirements and there were
no events of default. All notes payable are subordinated to the short term loan and line of credit.

PPP loans

On April 10, 2020, TruPet, LLC, a wholly owned subsidiary of Better Choice Company Inc., was granted a loan
from JPMorgan Chase Bank, N.A. in the aggregate amount of $0.4 million, pursuant to the PPP under Division A,
Title I of the CARES Act (the “TruPet PPP Loan”). The loan matures on April 6, 2022, and bears interest at a rate
of 0.98% per annum, payable monthly commencing on November 6, 2020. As of December 31, 2020, the TruPet
PPP loan outstanding was $0.4 million.

On May 7, 2020, Halo, Purely for Pets, Inc., a wholly owned subsidiary of Better Choice Company Inc., was
granted a loan from Wells Fargo Bank, N.A. in the aggregate amount of $0.4 million, pursuant to the PPP (the
“Halo PPP Loan”). The loan matures on May 3, 2022 and bears interest at a rate of 1.00% per annum, with interest
and principal payable monthly, commencing on November 1, 2020. As of December 31, 2020, the Halo PPP Loan
outstanding was $0.4 million.

Under the terms of the PPP, certain amounts of the loans may be forgiven if they are used for qualifying expenses
as described in the CARES Act. The Company has used the entire loan amounts for qualifying expenses.

The Company recorded interest expense related to its outstanding indebtedness of $9.2 million and $0.7 million for
the years ended December 31, 2020 and 2019, respectively.

Fair Value

The fair value of the November 2019, Senior Seller Notes and Junior Seller Notes, ABG Notes and June 2020
Notes were approximately $2.5 million, $9.0 million, $4.5 million, $0.5 million, and $1.3 million, respectively, as
of December 31, 2020. Fair value was determined by applying the income approach using a discounted cash flow
model which primarily uses unobservable inputs (Level 3).

The carrying amounts of the Company’s short term loan and PPP loans approximates fair value due to its short term
nature. The carrying amount for the Company’s line of credit approximates fair value as the instrument has a
variable interest rate that approximates market rates.

Note 11 – Warrants

The following illustrates the Company's outstanding warrants to purchase shares of the Company's common stock
as of and for the years ending December 31, 2020 and 2019:

 Warrants
Exercise

Price

Warrants acquired on May 6, 2019 712,823 $3.90
Issued 17,414,030 $3.27
Exercised (1,144,999) $3.50
Warrants outstanding as of December 31, 2019 16,981,854 $3.23
Issued 49,928,469 $0.77
Exercised (1,937,690) $0.58
Terminated/Expired (5,470,655) $3.07

Warrants outstanding as of December 31, 2020 59,501,978 $1.22
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The intrinsic value of outstanding warrants was $23.8 million and $12.2 million as of December 31, 2020 and 2019,
respectively. The following discussion provides details on the various types of outstanding warrants and the related
relevant disclosures around each type.

Warrant Derivative Liability

In connection with the May Acquisitions, the Company acquired 712,823 warrants with a weighted average
exercise price of $3.90 (the “May Acquisitions Warrants”). These warrants included an option to settle in cash in
the event of a change of control of the Company and a reset feature if the Company issues shares of common stock
with a strike price below the exercise price of the warrants, which required the Company to record the warrants as a
derivative liability. The Company calculates the fair value of the derivative liability through a Monte Carlo Model
that values the warrants based upon a probability weighted discounted cash flow model.

During January 2020, the Company issued shares below the exercise price of the May Acquisitions Warrants. As
such, the Company issued an additional 1,003,232 warrants on March 17, 2020 to certain of its warrant holders at
an exercise price of $1.62 and modified the exercise price of the existing May Acquisitions Warrants to $1.62.

During June 2020, the Company issued common stock equivalents below the exercise price of the warrants issued
on March 17, 2020. As such, the Company issued an additional 1,990,624 warrants to certain of its warrant holders
at an exercise price of $0.75 and modified the exercise price of the existing warrants to $0.75.

During September 2020, the Company amended all of these warrants to eliminate certain anti-dilution rights, fix
the number of shares of common stock purchasable under each warrant, and set the exercise price thereof at $0.65
per share. As such, the Company issued an additional 570,258 warrants to certain of its warrant holders at an
exercise price of $0.65.

During the fourth quarter of 2020, holders exercised a total 1,687,690 warrants for which the Company issued
shares of common stock. During December 2020, 2,512,321 of these warrants expired and an immaterial amount
remained outstanding as of December 31, 2020, all of which expired during January 2021.

The warrants are valued based on future assumptions and, as the reset triggers were known events on December 31,
2020 and 2019, the Company included the triggers in the valuations performed during the periods ended
December 31, 2020 and 2019. The following schedules show the fair value of the warrant derivative liability as of
December 31, 2020 and 2019, and the change in fair value during the years ended December 31, 2020 and 2019
(in thousands):

 

Warrant
Derivative 

Liability

Assumption of warrants in May Acquisitions $ 2,130

Change in fair value of warrant derivative liability 90

Balance as of December 31, 2019 $ 2,220

Change in fair value of warrant derivative liability (2,220)

Balance as of December 31, 2020 $ —

Series F Warrant Liability

During October 2020, the Company issued 43,403,130 warrants in connection with the Series F insider-led equity
financing with an exercise price of $0.75. The warrants are exercisable on the date of issuance and expire 72
months after the date of issuance. These warrants include a reset feature if the Company issues common stock,
options, or convertible securities with a strike price below the exercise price of the warrants. These warrants did not
meet the definition of a derivative or the requirements to be considered equity; as such, the Company recorded
these as a liability. See “Note 13 − Redeemable convertible preferred stock” for more information on Series F.

The Company calculated the fair value of the warrant liability through a Monte Carlo Model and a Black Scholes
Option Model. The total value of the consideration received in connection with the Series F Private Placement was
first allocated to the warrant liability, with the remainder allocated to the preferred stock, which led to a discount
ascribed to the Series F Preferred Stock. Accordingly, the Company recorded a discount of $14.6 million on the
Series F Preferred Stock by adjusting Series F Additional Paid-in Capital.
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The following schedule shows the fair value of the warrant liability upon issuance and the change in fair value
during the year ended December 31, 2020 (in thousands):

 
Warrant
Liability

Issuance of Series F warrants $14,952

Change in fair value of warrant liability 24,898

Balance as of December 31, 2020 $39,850

The following schedule shows the inputs used to measure the fair value of the warrant liability as of December 31,
2020:

Warrant liability
December 31,

2020

Stock price $1.27

Exercise price $0.75

Expected remaining term (in years) 5.75 – 5.81

Volatility 67.5%

Risk-free interest rate 0.5%

The valuation of the warrants is subject to uncertainty as a result of the unobservable inputs. If the volatility rate or
risk-free interest rate were to change, the value of the warrants would be impacted.

Equity-Classified Warrants

On May 6, 2019 as part of the PIPE, the Company issued 5,744,991 warrants with an exercise price of $4.25.
Additionally, in connection with the PIPE transaction, the Company issued 220,539 warrants to brokers with an
exercise price of $3.00. The warrants are exercisable on the date of issuance and expire 24 months from the date of
the consummation of a future IPO.

On November 4, 2019, the Company issued 11,000 warrants in connection with the November 2019 Notes. The
warrants are exercisable on the date of issuance and expire 24 months from the date of the consummation of a
future IPO. The warrants carried an initial exercise price equal to the greater of (i) $5.00 per share or (ii) the price at
which the common stock of the Company was sold in the IPO.

On December 19, 2019, the Company issued 937,500 warrants in connection with the Seller Notes. The warrants
are exercisable on the date of issuance and expire 24 months from the date of the consummation of a future IPO.
The warrants carried an initial exercise price equal to the greater of (i) $5.00 per share or (ii) the price at which the
common stock of the Company was sold in the IPO.

On June 24, 2020, the warrants related to the November 2019 Notes and Seller Notes were amended in connection
with the issuance of the June 2020 Notes to lower the maximum exercise price applicable to these warrants from
$5.00 to $4.25 per share. The decrease in the exercise price resulted in an increase to the fair value of the warrants
of $0.1 million which the Company recognized in general and administrative expense.

On December 19, 2019 the Company issued 6,500,000 warrants with an exercise price of $1.82 in conjunction with
the short term loan (the “Guarantor Warrants”). The warrants are exercisable on the date of issuance and expire
24 months from the date of the consummation of a future IPO. The Guarantor Warrants had a fair value of
$4.2 million on the date of issuance.

On June 24, 2020, the Company issued 1,000,000 warrants with an exercise price of $1.25 per share in connection
with the June 2020 Notes (the “June 2020 Warrants”), which were exercisable on the date of issuance and expire on
the earlier of (i) 84 months from the date of the consummation of an underwritten public offering or other up-list
transaction or (ii) June 30, 2030.

On July 20, 2020, the Company issued 300,000 warrants with an exercise price of $1.05 per share in consideration
for a personal guarantee by a member of the Company's board of directors on the ABL Facility (the “July 2020
Guarantor Warrants”), which were exercisable on the date of issuance and expire on the earlier of (i) 84 months
from the date of the consummation of an underwritten public offering or other up-list transaction or (ii) June 30,
2030.
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Warrants Issued as Compensation

On September 17, 2019, a Company advisor was issued 2,500,000 warrants with an exercise price of $0.10 and
1,500,000 warrants with an exercise price of $10.00. The warrants were exercisable as follows: 1,250,000 of the
warrants with the $0.10 exercise price (the “Tranche 1 Warrants”) were exercisable on the earlier of the twelve-
month anniversary of the issuance date or immediately prior to a change in control subject to the advisor’s
continued service to the Company; the remaining 1,250,000 of the warrants with the $0.10 exercise price (the
“Tranche 2 Warrants”) and the 1,500,000 warrants with the $10.00 exercise price (the “Tranche 3 Warrants”) were
exercisable on the earlier of the eighteen-month anniversary of the issuance date or immediately prior to a change in
control subject to the advisor’s continued service to the Company.

On June 1, 2020, the Company entered into a termination agreement (the “Termination Agreement”) with the
advisor. Pursuant to the terms of the Termination Agreement, the Tranche 1 Warrants were amended to reduce the
number of shares of common stock purchasable thereunder to 1,041,666 shares, and the Tranche 2 Warrants and
Tranche 3 Warrants were cancelled. The Tranche 1 Warrants (as amended pursuant to the Termination Agreement)
were fully vested as of the date of the termination of the agreement and will remain exercisable until September 17,
2029. Furthermore, if the Company engages in any restricted business line as defined in the Termination
Agreement, the Company will issue to the former advisor additional shares of common stock based on formulas
intended to compensate the former advisor for the warrants that were reduced or terminated. In connection with the
Termination Agreement, the Company recorded expense of $5.7 million during the year ended December 31, 2020
in general and administrative expense.

On June 24, 2020, the Company issued 1,000,000 warrants with an exercise price of $1.25 per share to two non-
employee directors, which were exercisable on the date of issuance and expire on the earlier of (i) 84 months from
the date of the consummation of an underwritten public offering or other up-list transaction or (ii) June 30, 2030.
On July 20, 2020, the Company issued 200,000 warrants two non-employee directors at a price of $1.05 per share
(the “July 2020 Director Warrants”), which were exercisable on the date of issuance and expire on the earlier of
(i) 84 months from the date of the consummation of an underwritten public offering or other up-list transaction or
(ii) June 30, 2030. The warrants issued to non-employee directors were immediately vested and as such, the
Company recorded $1.0 million of share-based compensation expense upon issuance.

On November 30, 2020, the Company issued 400,000 warrants to a third-party for services with an exercise price
of $1.00 and an expiration date 72 months after issuance. These warrants were immediately vested and as such, the
Company recorded $0.1 million in general and administrative expense.

Note 12 – Commitments and contingencies

Commitments

We have entered into leases (see “Note 8 – Operating leases”), a royalty contract termination (see “Note 9 −
Intangible assets, royalties, and goodwill”) and debt instruments (see “Note 10 – Debt”), including a line of credit,
subordinated convertible notes and a short term loan for which we are committed to pay certain amounts over a
period of time.

The Company had no material purchase obligations as of December 31, 2020 or 2019.

Contingencies

The Company may be involved in legal proceedings, claims, and regulatory, tax, or government inquiries and
investigations that arise in the ordinary course of business resulting in loss contingencies. We accrue for loss
contingencies when losses become probable and are reasonably estimable. If the reasonable estimate of the loss is a
range and no amount within the range is a better estimate, the minimum amount of the range is recorded as a
liability. Legal costs such as outside counsel fees and expenses are charged to expense in the period incurred and
are recorded in general and administrative expenses in the consolidated statements of operations and comprehensive
loss. We do not accrue for contingent losses that are considered to be reasonably possible, but not probable;
however, we disclose the range of such reasonably possible losses. Loss contingencies considered remote are
generally not disclosed.

Litigation is subject to numerous uncertainties and the outcome of individual claims and contingencies is not
predictable. It is possible that some legal matters for which reserves have or have not been established could result

F-48



 
TABLE OF CONTENTS

in an unfavorable outcome for the Company and any such unfavorable outcome could be of a material nature or
have a material adverse effect on the Company's consolidated financial condition, results of operations and cash
flows. Management is not aware of any claims or lawsuits that may have a material adverse effect on the
consolidated financial position or results of operations of the Company.

Note 13 – Redeemable convertible preferred stock

On May 6, 2019, the Company acquired 2,633,678 outstanding shares of Series E, which represented an element of
the purchase price and were recorded at fair value (on an as converted into common stock basis) based on the
$6.00 per share closing price of Better Choice Company’s shares of common stock as they remained outstanding
after the reverse acquisitions discussed in “Note 2 − Acquisitions” above. The Series E had a stated value of $0.99
per share and was convertible to common stock at a price of $0.78 per share.

On May 10, 2019 and May 13, 2019, holders of the Company’s Series E converted 689,394 and 236,364 preferred
shares into 875,000 and 300,000 shares of the Company’s common stock, respectively.

On November 21, 2019, holders of the Company’s Series E converted 320,542 preferred shares into 406,841 shares
of the Company’s common stock.

During October, 2020, the Company consummated an insider-led equity financing, including the transactions
contemplated by a securities purchase agreement (the “Securities Purchase Agreement”) between the Company and
certain accredited and sophisticated investors (the “Purchasers”) and an exchange agreement (the “Series E
Exchange Agreement”) between the Company and Cavalry Fund LP (“Cavalry”), the holder of all of the
Company’s outstanding Series E preferred stock.

Pursuant to the Securities Purchase Agreement, the Company, in a private placement (the “Series F Private
Placement”), issued and sold units (the “Series F Units”) to the Purchasers for a purchase price of $1,000 per Unit.
Each Unit consists of: (i) one share of the Company’s Series F convertible preferred stock, par value $0.001 per
share (the “Series F Preferred Stock”), which is convertible into shares of the Company’s common stock, par value
$0.001 per share, at a value per share of common stock of $0.50; and (ii) a warrant to purchase for a six year period
such number of shares of common stock (the “Series F Warrant Shares”) into which such share of Series F
Preferred Stock is convertible at an exercise price per Warrant Share of $0.75. Pursuant to the Series F Private
Placement, the Company raised approximately $18.2 million in gross cash proceeds, approximately $6.5 million of
which was invested by certain officers and directors of the Company. The series F Shares were recorded at fair
value on the date of issuance on an as converted basis.

Concurrently with the execution of the Securities Purchase Agreement, the Company and the Purchasers entered
into a registration rights agreement, (the “Registration Rights Agreement”) and as amended by a certain first
amendment to the Registration Rights Agreement”), dated October 29,2020, pursuant to which the Company filed a
registration statement with the SEC on December 9, 2020 along with and amendment on February 16, 2021 to
register the Warrant Shares and the shares of common stock issuable upon conversion of the Series F Preferred
Stock.

In connection with the consummation of the Series F Private Placement, on October 1, 2020, the Company filed
with the Secretary of State of Delaware a Certificate of Designations which authorizes a total of 30,000 shares of
Series F Preferred Stock and sets forth the designations, preferences, and rights of the Company's Series F Preferred
Stock.

On October 1, 2020, the Company issued 14,264 Series F Units in conjunction with money received for the Series F
Private Placement. In addition, pursuant to the Series E Exchange Agreement, on October 1, 2020, the Company
issued 3,500 Series F Units to Cavalry in exchange for all of its outstanding Series E Preferred Stock. The exchange
of Series E Preferred Shares resulted in a $5.4 million gain and was recorded to Accumulated deficit on the
Company's Consolidated Balance Sheets.

On October 2, 2020, the Company entered into an amendment to its Facilities Agreement to permit the Company to
use a portion of the net proceeds of the Series F Private Placement to make a partial repayment of the outstanding
term loan thereunder. See “Note 10 − Debt” for additional information.

On October 12, 2020 and October 23, 2020, the Company issued 1,106 and 2,832 Series F Units, respectively, in
conjunction with the Series F Private Placement. In addition, on October 23, 2020, the Company issued an
additional 100 shares of Series F Preferred Stock in conjunction with a marketing agreement.

The Company evaluated the conversion option within the Series F Preferred Stock on the dates of issuance to
determine whether the conversion price was beneficial to the holders. The Company recorded a BCF related to the

F-49



 
TABLE OF CONTENTS

issuance of the Series F Preferred Stock. The BCF was recognized and measured by allocating a portion of the
proceeds to the beneficial conversion feature, based on fair value and was recorded to Accumulated deficit on the
Company's Consolidated Balance Sheets limited to the proceeds amount allocated to the instrument.

The rights, preferences and privileges of Series F are as follows:

Ranking

Except to the extent the holders of the Series F Preferred Stock consent to the creation of a class of equity securities
ranking senior to, or pari passu with, the Series F Preferred Stock, the Series F Preferred Stock shall rank senior to
all shares of capital stock of the Company with respect to preferences as to dividends, distributions and payments
upon liquidation, dissolution or winding up of the Company.

Voting

As to matters submitted to the holders of the Common Stock, each holder of the Series F Preferred Stock will be
entitled to such number of votes equal to the number of shares of Common stock issuable upon conversion of such
holder’s Series F Preferred Stock and shall vote, or provide consent, together with the Common Stock as if they
were a single class. The holders of the Series F Preferred Stock shall vote as a separate class on matter affecting the
terms of the Series F Preferred Stock, such as the authorization of a class of equity securities ranking senior to, or
pari passu with, the Series F Preferred Stock.

Dividends

Holders of Series F Preferred Stock will not be entitled to receive dividends except to the extent that dividends are
declared on the Series F Preferred Stock by the Company in its sole discretion or declared and made by the
Company to holders of the Common Stock. In addition, if the Company grants, issues or sells any options,
convertible securities or rights to purchase stock, warrants, securities or other property pro rata to all or substantially
all of the record holders of any class of Common Stock (the “Purchase Rights”), then each holder of Series F
Preferred Stock will be entitled to acquire, upon the terms applicable to such Purchase Rights, the aggregate
Purchase Rights which such holder could have acquired if such holder had held the number of shares of Common
Stock acquirable upon complete conversion of all the Series F Preferred Stock (without taking into account any
limitations or restrictions on the convertibility of the Series F Preferred Stock) held by such holder.

Liquidation

If the Company voluntarily or involuntarily liquidates, dissolves or winds up, the holders of Series F Preferred
Stock shall be entitled to receive in cash out of the assets of the Company, whether from capital or from earnings
available for distribution to its stockholders, before any amount shall be paid to the holders of any of shares of
Common Stock or other capital stock of the Company ranking junior to the Series F Preferred Stock, an amount per
share of Series F Preferred Stock equal to the sum of $1,000 (subject to adjustment for stock splits, stock dividends,
recapitalizations, reorganizations, reclassifications, combinations, subdivisions or other similar events occurring
after the initial issuance date with respect to the Series F Preferred Stock, the “Stated Value”)) plus any accrued and
unpaid dividends and late charges (such sum, the “Conversion Amount”). The rights of holders of Series F
Preferred Stock to receive their liquidation preference also will be subject to the proportionate rights of capital
stock, if any, ranking senior to or in parity with the Series F Preferred Stock as to liquidation.

Conversion

Subject to certain beneficial ownership limitations contained in the Certificate of Designations, holders of the
Series F Preferred Stock shall be entitled to convert each share of outstanding Series F Preferred Stock held by such
holder into such number of validly issued, fully paid and non-assessable shares of Common Stock equal to the
Conversion Amount of such share of Series F Preferred Stock divided by $0.50 (subject to adjustment, the
“Conversion Price”).

Redemption

Each share of Series F Preferred Stock not previously converted into shares of Common Stock shall automatically,
without any further action by the holders of such Series F Preferred Stock, be converted into such number of fully
paid and non-assessable shares of Common Stock determined by dividing the Stated Value of such share of
Series F
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Preferred Stock by the then applicable Conversion Price upon the closing of a firm commitment underwritten
public offering of shares of Common Stock which results in the Common Stock being traded on any of The New
York Stock Exchange, the NYSE American, the Nasdaq Global Select Market, the Nasdaq Global Market or any
successor market thereto. Any such conversion shall be subject to the beneficial ownership limitations set forth in
the Certificate of Designations.

Anti-dilution

Holders of the Series F Preferred Stock are entitled to a “full rachet” anti-dilution adjustment to the Conversion
Price in the event the Company issues, sells or grants any shares of Common Stock (or securities convertible,
exercisable or exchangeable for Common Stock) for no consideration or for consideration or purchase price per
share (or, in the case of securities convertible, exercisable or exchangeable for Common Stock, with a conversion,
exercise or exchange price) less than the Conversion Price then in effect.

Note 14 – Stockholders’ deficit

As a result of the reverse acquisition of Better Choice Company and Bona Vida by TruPet in May 2019, the
historical TruPet members' equity (units and incentive units) have been re-cast to reflect the equivalent Better
Choice common stock for all periods presented after the transaction. Prior to the transaction in May 2019, TruPet
was a limited liability company, and as such, the concept of authorized shares was not relevant.

A summary of equity transactions for the years ended December 31, 2020 and 2019 are presented below:

In December 2018, the Company completed a private placement and issued 2,391,403 Series A Preferred Stock to
unrelated parties for $2.17 per share. The proceeds were approximately $4.7 million, net of $0.5 million of issuance
costs. Additionally, on February 12, 2019, the Company issued 69,115 Series A Preferred Units in a private
placement at $2.17 per unit. The proceeds were approximately $0.2 million, net of share issuance costs. On May 6,
2019, all Series A Preferred Shares were converted to 2,460,518 shares of common stock.

On May 6, 2019, the Company acquired 1,011,748 shares of common stock valued at $6.1 million representing its
initial 7% investment in TruPet. These shares were recorded as an acquisition of treasury shares. Also on May 6,
2019, Better Choice Company issued 18,103,273 shares of its common stock in exchange for all outstanding shares
of Bona Vida.

On May 6, 2019, the Company issued 5,744,991 million units for gross proceeds of $3.00 per unit in a PIPE
transaction. Each unit included one share of common stock and a warrant to purchase an additional share. The funds
raised from the PIPE were used to fund the operations of the combined company. Net proceeds of $15.7 million
were received in the private placement, allocable between shares of common stock and warrants.

Pursuant to the employment agreement of an officer with Bona Vida dated October 29, 2018, the officer was
entitled to a $500,000 change of control payment. The officer later agreed to receive 100,000 shares of Better
Choice Company common stock. The 100,000 shares of common stock were valued at $6.00 per share, which was
the market value as of the date of the May Acquisitions.

On August 28, 2019, the Company issued 1,000,000 shares of Common Stock valued at $3.4 million to
iHeartMedia for future advertising to be incurred from August 2019 to August 2021. Refer to “Note 5 − Prepaid
expenses and other current assets” for more information.

At the closing of the Halo acquisition in December 2019, Better Choice Company issued 2,134,390 shares of the
Company’s common stock valued at $1.82 per share, which was the market value as of the date of the Halo
Acquisition.

On January 2, 2020, the Company issued 308,642 shares of common stock to an investor for net proceeds of
$0.5 million, net of issuance costs of $0.1 million.

On January 13, 2020, the Company issued 72,720 shares of common stock to ABG in connection with the
termination of a licensing agreement discussed in “Note 9 − Intangible assets, royalties, and goodwill”.

On March 5, 2020, December 1, 2020, December 8 and December 22, 2020, the Company issued 125,000 shares,
35,000 shares, 500,000 shares 500,000 shares of common stock, respectively, for advertising services and
marketing services.
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On December 2, 2020, the Company issued 96,000 shares of common stock in connection with conversion of
Series F Preferred Stock.

During the year ended December 31, 2020, the Company issued 1,837,690 shares of Common Stock in connection
with warrant exercises.

The Company has reserved common stock for future issuance as follows:

 
December 31,

2020
December 31,

2019

Conversion of Series E — 1,760,903

Conversion of Series F 43,507,130 —

Exercise of options to purchase common stock 7,815,442 7,791,833

Warrants to purchase common stock 59,501,978 16,981,854

Notes payable 7,530,232 4,437,500

Total 118,354,782 30,972,090

Note 15 – Share-based compensation

During the period from November 1, 2018 through May 5, 2019, incentive units for the equivalent of 1.3 million
shares were awarded to employees and consultants. The incentive units were measured at fair value on the date of
each respective award with a weighted average value per equivalent share of $2.47. The awards were to vest over a
period of two to three years. On May 6, 2019, all outstanding incentive unit awards issued prior to May 6, 2019
immediately vested. As a result of the immediate vesting of these incentive units, share-based compensation
expense equal to $2.2 million was recorded in the consolidated statements of operations and comprehensive loss on
May 6, 2019.

On May 6, 2019, the Company acquired the Better Choice Company Inc. 2019 Incentive Award Plan (the “2019
Plan”) which became effective as of April 29, 2019. The 2019 Plan provides for the grant of stock options, stock
appreciation rights, restricted stock, restricted stock units, other stock or cash-based awards or a dividend
equivalent award (each an “Award”). Non-employee directors of the Company and employees and consultants of
the Company or any of its subsidiaries are eligible to receive awards under the 2019 Plan. The 2019 Plan authorizes
the issuance of (i) 6,000,000 shares of common stock plus (ii) an annual increase on the first day of each calendar
year beginning on January 1, 2020 and ending on and including January 1, 2029, equal to the lesser of (A) 10% of
the shares of common stock outstanding (on an as-converted basis) on the last day of the immediately preceding
fiscal year and (B) such smaller number of shares of common stock as determined by the Board.

On November 11, 2019, the Company received shareholder approval for the Amended and Restated 2019 Incentive
Award Plan (the “Amended 2019 Plan”). Under the Amended 2019 Plan, the number of option awards available for
issuance increased from 6,000,000 to 9,000,000 on December 19, 2019.

Stock options

Effective as of December 19, 2019, the Board repriced all outstanding options under the Amended 2019 Plan As a
result, the exercise price of all outstanding vested and unvested options was lowered to $1.82 per share, the closing
price of the Company’s common stock on December 19, 2019. No other terms of the option agreements were
changed. The change in exercise price of the outstanding options caused an increase in fair value of all vested
options at date of repricing of $0.6 million which was expensed by the Company. The change in exercise price also
caused an increase in fair value of all unvested options at date of repricing of $0.8 million.

Effective October 1, 2020, outstanding stock option awards held by current employees as of October 1, 2020 were
repriced concurrent with the closing of the Series F Private Placement. In total, 6,077,731 stock options were
repriced. The exercise price was set at a 20% premium to the Series F Preferred Stock conversion price, or $0.60
per share. The change in exercise price of the outstanding options caused an increase in fair value of all vested
options at date of repricing of $0.2 million which was expensed by the Company. The change in exercise price also
caused an increase in fair value of all unvested options at date of repricing of $0.2 million.
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The following table provides detail of the options granted and outstanding (dollars in thousands):

 Options

Weighted 
average 
exercise

price

Weighted
Average 

Remaining 
Contractual 
Life (Years)

Aggregate
Intrinsic 

Value

Options outstanding as of December 31, 2019 7,791,833 $ 1.85 9.5 $ —

Granted 1,050,000 $ 0.86   

Forfeited/Expired (1,026,391) $(1.62)   

Options outstanding as of December 31, 2020 7,815,442 $ 0.80 8.6 $4,246

     

Options exercisable as of December 31, 2020 5,684,467 $ 0.83 8.3 $3,094

Options granted under the Amended 2019 Plan vest over a period of two to three years. All vested options are
exercisable and may be exercised through a ten-year anniversary of the grant date (or such earlier date described in
the applicable award agreement).

During the years ended December 31, 2020 and 2019, $7.5 million and $10.3 million, respectively, of share-based
compensation expense was recognized related to options issued. As of December 31, 2020, unrecognized share-
based compensation related to options was $2.7 million.

The fair value of an option award is estimated on the date of grant using the Black–Scholes option valuation model,
using the following assumptions primarily based on historical data:

 Years Ended December 31,

 2020 2019

Risk-free interest rate 0.33 − 0.89% 1.49 − 2.39%

Expected volatility(1) 67.50% 63.00%

Expected dividend yield —% —%

Expected life (years)(2) 3.0 - 6.5 3.0 - 6.5

(1) Expected volatility was determined using a combination of historical volatility and implied
volatility.

(2) For certain options, the simplified method is utilized to determine the expected life due to the lack of historical
data.

Restricted stock

In March 2020, the Company issued 450,000 shares of restricted common stock to three non-employee directors in
return for services provided in their capacity as directors and issued 5,956 restricted shares of common stock to an
officer of the Company. The restricted shares were immediately vested and as such, the Company recorded share-
based compensation expense of $0.5 million upon issuance.

Note 16 – Employee benefit plans

The Company maintained two qualified defined contribution 401(k) plans, which covered substantially all of our
employees. Under the plans, participants are entitled to make pre-tax and/or Roth post-tax contributions up to the
annual maximums established by the Internal Revenue Service. The Company matches participant contributions
pursuant to the terms of the plans, which contributions are limited to a percentage of the participant’s eligible
compensation. The Company made contributions related to the plans and recognized expense of less than
$0.2 million during the year ended December 31, 2020 and $0.1 million for the year ended December 31, 2019.

Note 17 – Related party transactions

Management services

During the year ended December 31, 2019, the company paid $0.2 million for management services provided by an
entity owned by a member of the board of directors.

Marketing services

A company controlled by a member of the board of directors provides online traffic acquisition marketing services
for the Company. The Company incurred immaterial amounts for their services during the year ended
December 31,
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2020. During the year ended December 31, 2019, the Company incurred $0.2 million for their services. The service
contract has a 30-day termination clause. As of December 31, 2020, the Company had no outstanding balance and
as of December 31, 2019 the outstanding balance was $0.1 million, included in Accounts Payable in the
Consolidated Balance Sheets.

Notes payable

The Company issued $1.4 million of subordinated convertible notes to a member of the board of directors during
the year ended December 31, 2019, and $0.8 million of subordinated convertible notes to the same director during
June 2020. The notes remain outstanding as of December 31, 2020. Interest related to the subordinated convertible
notes was $0.2 million and less than $0.1 million for the years ended December 31, 2020 and 2019, respectively.

Halo transaction bonus and notes payable

The Company issued $0.1 million of subordinated convertible notes to an executive in satisfaction of a transaction
bonus as per his employment agreement upon the close of the Halo Acquisition in December 2019. These
convertible notes are outstanding as of December 31, 2020 and December 31, 2019.

Guarantor warrants

The Company issued a total of 6,500,000 warrants to three members of the board of directors as consideration for
the Shareholder Guaranties related to the short term loan during the year ended December 31, 2019. The
6,500,000 warrants had a fair market value of $4.2 million as of the date of issuance.

On June 24, 2020, the Company issued a total of 2,000,000 warrants to three members of the board of directors in
connection with the June 2020 Notes. On July 20, 2020, the Company issued a total of 500,000 warrants to
three members of the board of directors in connection with the ABC Facility. See “Note 11 − Warrants” for
additional information.

Note 18 – Income taxes

For the years ended December 31, 2020 and 2019, the Company recorded no current or deferred income tax
expense. The Company’s effective tax rate of 0% differs from the United States federal statutory rate of 21%
primarily because the Company’s losses have been fully offset by a valuation allowance due to uncertainty as to the
realization of the tax benefit of net operating losses (“NOLs”) for the years ended December 31, 2020 and 2019.

The following table is a reconciliation of the components that caused our provision for income taxes to differ from
amounts computed by applying the United States federal statutory rate of 21% (in thousands):

 Years Ended December 31,

 2020 2019

Statutory U.S. Federal income tax $(12,482) 21.0% $(38,760) 21.0%

State income taxes, net (1,720) 2.9% (818) 0.4%

LLC income not taxed — —% 2,376 (1.3%)

Loss on acquisitions — —% 29,051 (15.7%)

Change in valuation allowance 8,811 (14.8%) 7,892 (4.3%)

Warrant valuation 4,763 (8.0)% 19 —%

Tax effect of non-deductible warrant expense 2,000 (3.4)% — —%

Return to provision adjustment (1,571) 2.6% — —%

Other 199 (0.3)% 240 0.1%

Total provision $ — 0% $ — 0%

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for income tax purposes.
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Significant components of the Company’s deferred tax assets and liabilities are as follows (in thousands):

 December 31,

 2020 2019

Deferred income tax assets:   

Net operating loss carryforwards $ 11,185 $ 8,503

ROU assets 81 —

Share-based compensation 5,728 2,493

Inventory 212 —

Other assets 2,595 301

Gross deferred tax assets 19,801 11,297

Valuation allowance (16,724) (7,913)

Net deferred tax assets $ 3,077 $ 3,384

Deferred income tax liabilities:   

Inventory — (137)

Operating lease liabilities (79) —

Intangibles (2,998) (3,247)

Deferred tax assets, net of valuation allowance $ — $ —

As of December 31, 2020, the Company had a deferred tax asset (before valuation allowance) recorded on gross
federal and state net operating loss carryforwards of approximately $44.0 million and $42.5 million, respectively.
The net operating losses will begin to expire in 2027.

The Internal Revenue Code, as amended (“IRC”), imposes restrictions on the utilization of NOLs and other tax
attributes in the event of an “ownership change” of a corporation. Accordingly, a company’s ability to use pre-
change NOLs may be limited as prescribed under IRC Section 382. Events which may cause limitation in the
amount of the NOLs and credits that can be utilized annually include, but are not limited to, a cumulative
ownership change of more than 50% over a three-year period.

Under ASC 805, “Business Combinations”, an acquirer should recognize, and measure deferred taxes arising from
assets acquired and liabilities assumed in a business combination in accordance with ASC 740. The 2019 financial
statement loss includes losses that will not result in future deferred tax assets and therefore these losses are
excluded.

Management assesses the available positive and negative evidence to estimate if sufficient future taxable income
will be generated to use the existing deferred tax assets in the future. A significant piece of objective negative
evidence evaluated was the cumulative loss incurred through the years ended December 31, 2020 and 2019. Such
objective evidence limits the ability to consider other subjective positive evidence such as current year taxable
income and future income projections. On the basis of this evaluation, as of December 31, 2020, a valuation
allowance of $16.7 million was recorded since it is more likely than not that the deferred tax assets will not be
realized.

Changes in valuation allowance are as follows (in thousands):

 Years Ended December 31,

 2020 2019

Valuation allowance, at beginning of year $ 7,913 $ —

Increase in valuation allowance 8,811 7,892

Halo Acquisition — 21

Valuation allowance, at end of year $16,724 $7,913

The CARES Act, among other things, includes provisions relating to refundable payroll tax credits, deferment of
employer side social security payments, net operating loss carryback periods, alternative minimum tax credit
refunds, modifications to the net interest deduction limitations and technical corrections to tax depreciation methods
for qualified improvement property. The Company does not expect the impact to be material.
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As of December 31, 2020 and 2019, the Company had no accrued interest and penalties related to uncertain income
tax positions. The Company does not anticipate that the amount of unrecognized tax benefits will significantly
increase or decrease within the next twelve months. As of December 31, 2020 and 2019, the Company does not
have any significant uncertain tax positions. If incurred, the Company would classify interest and penalties on
uncertain tax positions as income tax expense.

The Company is subject to taxation in the United States federal and various state jurisdictions. The Company is not
currently under audit by any taxing authorities. The Company remains open to examination by tax jurisdictions for
tax years beginning with the 2017 tax year for Federal and 2016 for states. Federal and state net operating losses are
subject to review by taxing authorities in the year utilized.

For the period ended May 6, 2019, the Company was a limited liability company, taxed as a partnership. Thus, all
of the Company’s income and losses flowed through to the owners. The company converted to a C-corporation,
subject to income tax on May 6, 2019, the date of the May Acquisitions.

Note 19 – Concentrations

Major Suppliers

The Company sourced approximately 76% of its inventory receipts from three vendors for the year ended
December 31, 2020. The Company sourced approximately 74% of its inventory receipts from one vendor for the
year ended December 31, 2019.

Major Customers

Accounts receivable from two customers represented 72% of accounts receivable as of December 31, 2020.
Accounts receivable from one customer represented 44% of accounts receivable as of December 31, 2019. Two
customers represented 38% of gross sales for the year ended December 31, 2020. None of the Company’s
customers represented greater than 10% of gross sales for the year ended December 31, 2019.

Credit Risk

At December 31, 2020 and 2019, the Company’s cash and cash equivalents were deposited in accounts at several
financial institutions and may maintain some balances in excess of federally insured limits. The Company
maintains its cash and cash equivalents with high-quality, accredited financial institutions and, accordingly, such
funds are subject to minimal credit risk. The Company has not experienced any losses historically in these accounts
and believes it is not exposed to significant credit risk in its cash and cash equivalents.

Note 20 – Net loss per share

Basic and diluted net loss per share attributable to common stockholders is presented using the treasury stock
method. Under the treasury stock method, the amount the employee must pay for exercising stock options and the
amount of compensation cost for future service that has not yet been recognized are collectively assumed to be used
to repurchase shares.

Basic and diluted net loss per share is calculated by dividing net and comprehensive loss attributable to common
stockholders by the weighted-average shares outstanding during the period. For the years ended December 31, 2020
and 2019, the Company’s basic and diluted net and comprehensive loss per share attributable to common
stockholders are the same, because the Company has generated a net loss to common stockholders and common
stock equivalents are excluded from diluted net loss per share as they have an antidilutive impact.
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The following table sets forth basic and diluted net loss per share attributable to common stockholders for the years
ended December 31, 2020 and 2019 (in thousands, except share and per share amounts):

 Years Ended December 31,

Common stockholders 2020 2019

Numerator:   

Net and comprehensive loss $ (59,335) $ (184,462)

Less: Preferred stock dividends 103 109

Add: Adjustment due to gain on Series E Exchange (5,415) —

Less: Adjustment due to BCF of Series F Shares 5,349 —

Net and comprehensive loss available to common stockholders $ (59,372) $ (184,571)

Denominator:   

Weighted average shares used in computing net loss per share attributable to
common stockholders, basic and diluted 49,084,432 33,238,600

Net loss per share attributable to common stockholders, basic and diluted $ (1.21) $ (5.55)

Note 21 – Subsequent events

Old Plank Term Loan and Revolving Line of Credit

On January 6, 2021, the Company entered into a credit facility with Old Plank Trail Community Bank, N.A., an
affiliate of Wintrust Bank, N.A. (“Wintrust”) consisting of a $6.0 million term loan and a $6.0 million revolving
line of credit, each scheduled to mature on January 6, 2024. The proceeds of this credit facility were used (i) to
repay a portion of principal, interest and fees outstanding under the Company’s existing term loan and the ABL
Facility with Citizens Business Bank and (ii) for general corporate purposes. The remaining principal, interest, and
fees outstanding after the pay down using funds from this credit facility was paid using cash from the balance sheet.
The Wintrust agreement subjects the Company to certain financial covenants, including the maintenance of a fixed
charge coverage ratio of no less than 1.25 to 1.00, tested as of the last day of each fiscal quarter. The numerator in
the fixed charge coverage ratio is operating cash flow, defined as EBITDA less cash paid for unfinanced capital
expenditures, income taxes and dividends. The denominator is fixed charges such as interest expense and principal
payments paid or payable on other indebtedness.

Issuance of Common Stock and Warrants

The Company consummated a private placement of common stock units on January 22, 2021 (the “January 2021
Private Placement”) in which we raised approximately $4.1 million, including an investment by certain of our
officers and directors of approximately $1.6 million. Each common stock unit was sold at a per unit price of
$1.25 and consisted of (i) one share of the Company’s common stock, par value $0.001 per share; and (ii) a warrant
to purchase for a six year period one share of common stock at an exercise price per share of $1.45, subject to
beneficial ownership imitations (the “January 2021 Warrants”). Pursuant to the January 2021 Private Placement, the
Company raised approximately $3.1 million in gross cash proceeds, and $1.0 million in gross cash proceeds
received by the Company upon the declaration of effectiveness of the February 2021 registration statement. The
proceeds will be used to pay expenses related to the offering and for general corporate purposes. In connection with
the January 2021 Private Placement, we entered into a registration rights agreement (the “January 2021 Registration
Rights Agreement”).

March 2021 Warrant Raise

In March 2021, the Company offered to certain of its warrant holders the opportunity to exercise, in full or in part,
their warrants to purchase shares of Common Stock at a reduced exercise price and receive shares of Common
Stock (the “Warrant Exercise Offer”). The Warrant Exercise Offer was made to a limited number of holders of
warrants issued with an exercise price of $4.25 per share, and participating holders were entitled to exercise their
warrants for $1.25 per share. The Company received exercise notices for a total of 1,047,609 warrants, resulting in
the Company’s receipt of approximately $1.3 million.

Stock Options

During the first quarter of 2021, the Company granted 5,479,000 stock option awards under the Amended 2019
Plan.
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PART II
 

INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 13. OTHER EXPENSES OF ISSUANCE AND
DISTRIBUTION.

The following table indicates the expenses to be incurred in connection with the offering described in this
registration statement, all of which will be paid by us. All of the amounts are estimated except for the Securities and
Exchange Commission (“SEC”) registration fee, the Financial Industry Regulatory Authority, Inc. (“FINRA”) filing
fee and the exchange listing fee.

Item Amount

SEC registration fee $[    ]

Exchange listing fee $[    ]

Legal fees and expenses $[    ]

Accounting fees and expenses $[    ]

Printing expenses $[    ]

Transfer agent and registrar fees $[    ]

FINRA filing fees $[    ]

Miscellaneous $[    ]

Total $[    ]

ITEM 14. INDEMNIFICATION OF DIRECTORS AND
OFFICERS

Article 10 of the registrant’s certificate of incorporation (the “Certificate of Incorporation”) limits the liability of the
registrant’s directors for monetary damages for breach of their fiduciary duty as directors, except to the extent such
exemption or limitation thereof is not permitted under the Delaware General Corporation Law (the “DGCL”) and
applicable law. Delaware law provides that such a provision may not limit the liability of directors:

• for any breach of their duty of loyalty to the corporation or its
stockholders;

• for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of
law;

• for unlawful payment of dividend or unlawful stock repurchase or redemption, as provided under Section
174 of the DGCL; or

• for any transaction from which the director derived an improper personal
benefit.

The limitation of liability does not apply to liabilities arising under the federal or state securities laws and does not
affect the availability of equitable remedies, such as injunctive relief or rescission.

Article 11 of the Certificate of Incorporation states that the registrant shall indemnify, to the fullest extent permitted
by applicable law, any person who is a party or is threatened to be made a party to any action, suit or proceeding
authorized by the registrant’s board of directors by reason of the fact that such person is or was a director or
executive officer of the registrant or is or was serving at the request of the registrant. Article 11 of the Certificate of
Incorporation also requires the registrant to pay any expenses incurred by any director or executive officer in
defending against any such action, suit or proceeding in advance of the final disposition of such matter to the fullest
extent permitted by law, subject to the receipt of an undertaking by or on behalf of such person to repay all amounts
so advanced if it shall ultimately be determined that such person is not entitled to be indemnified as authorized by
the Certificate of Incorporation or otherwise.

Article 11 of the Certificate of Incorporation permits the registrant to purchase and maintain director or officer
liability insurance.

The registrant has entered into indemnification agreements with its directors and officers. Subject to certain limited
exceptions, under these agreements, the registrant will be obligated, to the fullest extent not prohibited by the
DGCL, to indemnify such directors and officers against all expenses, judgments, fines and penalties incurred in
connection with the defense or settlement of any actions brought against them by reason of the fact that they were
directors or officers of the registrant. The registrant also maintains liability insurance for its directors and officers in
order to limit its exposure to liability for indemnification of such persons.
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ITEM 15. RECENT SALES OF UNREGISTERED
SECURITIES

Since January 1, 2018, the registrant made the following issuances of its unregistered securities as described below.
All share amounts have been retroactively adjusted to give effect to the reverse stock split of 26-for-1 of the
registrant’s common stock effected on March 15, 2019. The information provided below does not give effect to the
proposed reverse stock split of 1-for-6 described in the accompanying prospectus.

(1) On October 22, 2018, the registrant issued 2,846,356 shares of Series E Convertible Preferred Stock to
existing holders of the registrant’s securities in exchange for the cancellation of all outstanding secured
promissory notes, 803,969.73 shares of Series B Convertible Preferred Stock and 12,054,405 of the
registrant’s outstanding warrants. The shares of Series E Convertible Preferred Stock were issued and
sold in reliance upon the exemption from registration contained in Section 3(a)(9) of the Securities Act.

(2) On December 12, 2018, the registrant issued 1,425,641 units to new investors, with each unit
consisting of (i) one share of our common stock and (ii) a warrant to purchase one half of a share of
common stock. The units were offered at a fixed price of $1.95 per unit for gross proceeds of
approximately $2.8 million.

(3) On December 21, 2018, the registrant issued certain directors and employees stock options to purchase
38,462 shares of the registrant’s common stock. The stock options have an exercise price of $6.76 per
share.

(4) In connection with the acquisition of Bona Vida, Inc., on May 6, 2019, the registrant issued an
aggregate of 18,103,273 shares of common stock to new investors and certain of our directors and
executive officers in exchange for all outstanding shares of common stock of Bona Vida, Inc.

(5) In connection with the acquisition of TruPet LLC, on May 6, 2019, the registrant issued an aggregate
of 15,027,533 shares of common stock to new investors and certain of our directors and executive
officers in exchange for all remaining outstanding membership interests of TruPet LLC.

(6) On May 6, 2019, the registrant issued an aggregate of 5,744,991 shares of common stock and
5,744,991 warrants at an offering price of $3.00 per share to new investors and certain of our directors.
The warrants have an exercise price of $4.25 per share.

(7) On May 6, 2019, the registrant issued certain directors and employees stock options to purchase
5,250,000 shares of the registrant’s common stock. The stock options have an exercise price of $5.00
per share.

(8) On August 28, 2019, the registrant issued an aggregate of 1,000,000 shares of common stock at a price
per share of $5.00 to an affiliate of iHeartMedia + Entertainment, Inc. (“iHeart”) as consideration for
iHeart’s provision of advertising inventory with an aggregate value of $5.0 million.

(9) On September 17, 2019, the registrant issued Bruce Linton (i) 2,500,000 share purchase warrants, with
each warrant entitling Mr. Linton to acquire one share of common stock at a price of $0.10 per share
and (ii) an additional 1,500,000 share purchase warrants entitling Mr. Linton to acquire one share of
common stock at a price of $10.00 per share as consideration for Mr. Linton’s services as a special
advisor to our Chief Executive Officer, other senior executives and our board of directors.

(10) On November 11, 2019, the registrant issued subordinated convertible notes and warrants to one of our
directors and an investor in an aggregate principal amount of $2,750,000.

(11) On December 19, 2019, the registrant issued a total of 2,134,390 shares of common stock, 937,500
warrants and an aggregate amount of $15,000,000 of convertible subordinated notes as consideration to
the former stockholders of Halo as part of the Halo Acquisition.

(12) On December 19, 2019, the registrant issued a total of 6,500,000 warrants to certain of our directors as
consideration for the shareholder guaranty in connection with the Halo Acquisition.

(13) On January 2, 2020, the registrant issued 308,642 shares of common stock to an investor for net
proceeds of $0.5 million, net of issuance costs of less than $0.1 million.

(14) On January 13, 2020 and January 20, 2020, respectively, the registrant issued 72,720 shares of
common stock and 61,224 common stock warrants to a third party in connection with a contract
termination.

II-2



 
TABLE OF CONTENTS

(15) On March 3, 2020, the registrant issued 450,000 shares of restricted common stock to three
nonemployee directors in return for services provided in their capacity as directors.

(16) On March 5, 2020, the registrant issued 125,000 shares of common stock to an affiliate of iHeartMedia
Entertainment, Inc. (“iHeart”) for future advertising to be incurred through August 2021 .

(17) On March 17, 2020, the registrant issued an additional 1,003,232 warrants to holders of warrants
acquired on May 6, 2019 due to dilutive impact of subsequent issuances.

(18) On March 30, 2020, the registrant issued 5,956 restricted shares of common stock to an officer of the
Company.

(19) On June 24, 2020, the registrant issued an aggregate principal amount of $1.5 million subordinated
convertible promissory notes and 1,000,000 warrants to one of our directors and one of our
shareholders. The subordinated convertible promissory notes are convertible at a conversion price of
$0.75 per share and the warrants have an exercise price of $1.25 per share.

(20) On June 24, 2020, the registrant issued 1,000,000 warrants to two of our directors. The warrants have
an exercise price of $1.25 per share.

(21) On June 24, 2020, the registrant issued an additional 1,990,624 warrants to holders of warrants
acquired on May 6, 2019 due to dilutive impact of subsequent issuances.

(22) On July 20, 2020, the registrant issued a total of 300,000 common stock purchase warrants to certain of
our directors as consideration for the shareholder guaranty in connection with the Citizens ABL
Agreement. The warrants are exercisable at a price equal to $1.05 per share.

(23) On July 20, 2020, the registrant issued a total of 200,000 common stock purchase warrants to certain of
our directors. The warrants are exercisable at a price equal to $1.05 per share.

  On September 18, 2020, the registrant issued an additional 570,258 warrants to holders of warrants
acquired on May 6, 2019 due to dilutive impact of subsequent issuances.

(24) On October 1, 2020, October 12, 2020 and October 23, 2020, the registrant issued (i) 17,763.550
shares, 1,106.015 shares and 2,832 shares, respectively, of Series F Preferred Stock and (ii) 35,527,100
warrants, 2,212,030 warrants, 5,664,000 warrants, respectively, to acquire shares of registrant’s
common stock. The Series F Preferred Stock and related warrants were issued as units, with each
(i) share of Series F Preferred Stock having a Stated Value of $1,000 and is convertible into shares of
registrant’s common stock at a price of $.50 per share and (ii) related warrant being exercisable to
acquire such number of shares of common stock as the related share of Series F Preferred Stock is
convertible into with an exercise price of $.75 per share of common stock.

(25) On October 23, 2020, the registrant issued (i) a total of 100 shares of Series F Preferred Stock in
connection with a marketing agreement. The Series F Preferred Stock has a Stated Value of $1,000 and
is convertible into shares of registrant’s common stock at a price of $.50 per share.

(26) On November 30, 2020, the registrant issued (i) 400,000 warrants to acquire shares of the registrant’s
common stock to a third-party as consideration for services.

(27) On December 8, 2020 the registrant issued 500,000 restricted shares of the registrant’s common stock
to a third-party as consideration for services.

(28) On December 22, 2020, the registrant issued 500,000 restricted shares of the registrant’s common
stock to a third-party as consideration for services.

(29) On January 22, 2021, the registrant issued (i) a total of 2,488,400 shares of common stock and
(ii) 2,488,400 shares of common stock purchase warrants to acquire shares of registrant’s common
stock. The common stock and related warrants were issued as units, with each (i) share of common
stock having a par value of $.001 and (ii) related warrant being exercisable to acquire the same number
of shares common stock issued, at an exercise price of $1.45 per share of common stock. The
Company received a $1.0 million commitment for the purchase of 800,000 common shares and
800,000 common stock purchase warrants that were executed upon the declaration of effectiveness of
the related registration statement.
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(30) On February 1, 2021, the registrant issued (i) 97,222 shares of common stock in connection with a
separation agreement between Mr. Santarsiero and the Company.

(31) On February 2, 2021, the registrant issued (i) 30,000 shares of common stock to a third-party as
consideration for services.

Unless otherwise stated above, the issuances of the above securities were deemed to be exempt from registration
under the Securities Act in reliance upon Section 4(a)(2) of the Securities Act, or Regulation D promulgated
thereunder. The recipients of the securities in each of these transactions represented their intentions to acquire the
securities for investment only and not with a view to or for sale in connection with any distribution thereof and
appropriate legends were placed upon the stock certificates issued in these transactions.
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ITEM 16. EXHIBITS AND FINANCIAL STATEMENT
SCHEDULES

(a) Exhibits

EXHIBIT INDEX

Exhibit Exhibit Description Form File No. Exhibit Filing date

1.1* Form of Underwriting Agreement     

2.1 Agreement and Plan of Merger, dated February 28,
2019, by and among the Company, BBC Merger Sub,
Inc. and Bona Vida, Inc.

8-K 333-161943 2.1 05/10/2019

2.2 First Amendment to Agreement and Plan of Merger,
dated February 28, 2019, by and among the
Company, BBC Merger Sub, Inc., and Bona Vida,
Inc., dated May 3, 2019

8-K 333-161943 2.2 05/10/2019

2.3 Securities Exchange Agreement, dated February 2,
2019, by and among the Company, TruPet LLC and
the members of TruPet LLC

8-K 333-161943 2.3 05/10/2019

2.4 First Amendment to Securities Exchange Agreement,
dated February 2, 2019, by and among the Company,
TruPet LLC and the members of TruPet LLC, dated
May 6, 2019

8-K 333-161943 2.4 05/10/2019

2.5 Amended and Restated Stock Purchase Agreement,
dated December 18, 2019, by and among the
Company, Halo, Purely For Pets, Inc., Thriving Paws,
LLC and HH-Halo LP

8-K 333-161943 2.1 12/26/2019

3.1 Certificate of Incorporation, filed January 4, 2019 10-Q 333-161943 3.1 04/15/2019

3.2 Certificate of Amendment to Certificate of
Incorporation, filed February 5, 2019

10-Q 333-161943 3.2 04/15/2019

3.3 Certificate of Amendment to Certificate of
Incorporation, filed March 14, 2019

8-K 333-161943 3.1 03/20/2019

3.4 Certificate of Amendment to Certificate of
Incorporation, filed April 22, 2019

10-KT 333-161943 3.5 07/25/2019

3.5 Certificate of Amendment to Certificate of
Incorporation, filed July 31, 2020

8-K 333-161943 99.1 07/30/2020

3.6 Certificate of Merger of Sport Endurance, Inc. with
and into the Company

10-Q 333-161943 3.4 04/15/2019

3.7 Bylaws 10-Q 333-161943 3.5 04/15/2019

3.8 Amended and Restated Certificate of Designation for
Series E Convertible Preferred Stock

8-K 333-161943 3.1 05/23/2019

3.9* Certificate of Cancellation of the Amended and
Restated Certificate of Designation Preference and
Rights of the for Series E Convertible Preferred Stock

    

3.10 Certificate of Designation for Series F Convertible
Preferred Stock

8-K 333-161943 3.1 10/02/2020

4.1 Form of Common Stock Purchase Warrant in
connection with the May 2019 private placement

8-K 333-161943 4.1 04/30/2019

4.2 Form of Tranche 1 Common Stock Purchase Warrant,
dated September 17, 2019, by and between the
Registrant and Bruce Linton

8-K 333-161943 4.1 09/23/2019

4.3 Form of Tranche 2 Common Stock Purchase Warrant,
dated September 17, 2019, by and between the
Company and Bruce Linton

8-K 333-161943 4.2 09/23/2019
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https://www.sec.gov/Archives/edgar/data/1471727/000118518519000686/ex_143857.htm
https://www.sec.gov/Archives/edgar/data/1471727/000114036119023257/ex2_1.htm
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https://www.sec.gov/Archives/edgar/data/1471727/000118518519000394/ex_138332.htm
https://www.sec.gov/Archives/edgar/data/1471727/000118518519001010/ex_149242.htm
https://www.sec.gov/Archives/edgar/data/1471727/000114036120017070/brhc10013892_ex99-1.htm
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https://www.sec.gov/Archives/edgar/data/1471727/000114036120022238/brhc10015721_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1471727/000118518519000633/ex_142235.htm
https://www.sec.gov/Archives/edgar/data/1471727/000114036119017104/ex4_1.htm
https://www.sec.gov/Archives/edgar/data/1471727/000114036119017104/ex4_2.htm
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Exhibit Exhibit Description Form File No. Exhibit Filing date

4.4 Form of Additional Common Stock Purchase
Warrant, dated September 17, 2019, by and between
the Company and Bruce Linton

8-K 333-161943 4.3 09/23/2019

4.5 Form of Subordinated Convertible Promissory Note
in connection with the November 2019 private
placement

8-K 333-161943 4.1 11/15/2019

4.6 Form of Common Stock Purchase Warrant in
connection with the November 2019 private
placement

8-K 333-161943 4.2 11/15/2019

4.7 Form of Subscription Agreement, dated December 19,
2019, by and among the Company and the Halo
Sellers

10-Q 333-161943 10.6 01/31/2020

4.8 Form of Subordinated Convertible Promissory Note,
dated December 19, 2019, by and among the
Company and the Halo Sellers listed on the signature
pages thereto

10-Q 333-161943 4.7 01/31/2020

4.9 Form of Common Stock Purchase Warrant, dated
December 19, 2019, by and among the Company and
the Halo Sellers

10-Q 333-161943 4.8 01/31/2020

4.10 Form of Common Stock Purchase Warrant, dated
December 19, 2019, by and among the Company and
the Shareholder Personal Guarantors

10-Q 333-161943 4.10 01/31/2020

4.11 Form of Common Stock Purchase Warrant
Agreement in connection with the December 2018
private placement

8-K 333-161943 4.1 12/13/2018

4.12 Registration Rights Agreement, dated May 6, 2019,
by and among the Company and the persons listed on
the signature pages thereto in connection with the
May 2019 private placement

S-1 333-234349 10.2 10/28/2019

4.13 First Amendment, dated June 10, 2019, to
Registration Rights Agreement, dated May 6, 2019,
by and among the Company and the stockholders
party thereto

S-1 333-234349 10.3 10/28/2019

4.14 Form of Subscription Agreement dated April 25, 2019
in connection with the May 2019 private placement

8-K 333-161943 10.1 04/30/2019

4.15 Registration Rights Agreement, dated as of May 6,
2019, by and among Better Choice Company Inc. and
the former stockholders of Bona Vida listed on the
signature pages thereto

8-K 333-161943 4.1 05/10/2019

4.16 Registration Rights Agreement, dated as of May 6,
2019, by and among Better Choice Company Inc. and
the former member of TruPet listed on the signature
pages thereto

8-K 333-161943 4.2 05/10/2019

4.17 Form of Registration Rights Agreement by and
among the Company and the persons listed on the
signature pages thereto in connection with the
November 2019 private placement

8-K 333-161943 4.3 11/15/2019

4.18 Form of Subscription Agreement in connection with
the November 2019 private placement

8-K 333-161943 10.1 11/15/2019

4.19† Better Choice Company Inc. Amended and Restated
2019 Incentive Award Plan

10-K 333-161943 10.19 05/04/2020
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https://www.sec.gov/Archives/edgar/data/1471727/000114036120002020/ex10_6.htm
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https://www.sec.gov/Archives/edgar/data/1471727/000114036120002020/ex4_10.htm
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https://www.sec.gov/Archives/edgar/data/1471727/000114036119019098/nt10003638x1_ex10-2.htm
https://www.sec.gov/Archives/edgar/data/1471727/000114036119019098/nt10003638x1_ex10-3.htm
https://www.sec.gov/Archives/edgar/data/1471727/000118518519000633/ex_142237.htm
https://www.sec.gov/Archives/edgar/data/1471727/000118518519000686/ex_143858.htm
https://www.sec.gov/Archives/edgar/data/1471727/000118518519000686/ex_143859.htm
https://www.sec.gov/Archives/edgar/data/1471727/000114036119020723/ex4_3.htm
https://www.sec.gov/Archives/edgar/data/1471727/000114036119020723/ex10_1.htm
https://www.sec.gov/Archives/edgar/data/1471727/000114036120010520/ex10_19.htm
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Exhibit Exhibit Description Form File No. Exhibit Filing date

4.20† Form of 2019 Incentive Award Plan Stock Option
Agreement

S-1 333-234349 10.7 10/28/2019

4.21 Form of Common Stock Purchase Warrant in
connection with the June 2020 private placement.

10-Q 333-161943 4.11 06/25/2020

4.22 Form of Subordinated Convertible Promissory Note
in connection with the June 2020 private placement.

10-Q 333-161943 4.12 06/25/2020

4.23 Form of Subscription Agreement in connection with
the June 2020 private placement.

10-Q 333-161943 4.13 06/25/2020

4.24 Form of Registration Rights Agreement by and
among the Company and the persons listed on the
signature pages thereto in connection with the June
2020 private placement.

10-Q 333-161943 4.14 06/25/2020

4.25 Form of Amendment to November 2019 Notes, Seller
Notes and ABG Notes

10-Q 333-161943 4.15 08/14/2020

4.26 Form of July 2020 Common Stock Purchase Warrants 8-K 333-161943 10.5 07/21/2020

4.27 Form of Warrant in connection with the October 2020
Series F Private Placement

8-K 333-161943 4.1 10/02/2020

4.28 Form of Securities Purchase Agreement in connection
with the October 2020 Series F Private Placement

8-K 333-161943 10.1 10/02/2020

4.29 Form of Registration Rights Agreement in connection
with the October 2020 Series F Private Placement

8-K 333-161943 10.2 10/02/2020

4.30 Exchange Agreement by and between the Company
and Cavalry Fund LP dated September 30, 2020

8-K 333-161943 10.3 10/02/2020

4.31 Form of First Amendment to Registration Rights
Agreement in connection with the October 2020
Series F Private Placement

10-Q 333-161943 10.40 11/16/2020

4.32 Form of warrant in connection with the January 2021
Private Placement

S-1/A 333-251241 4.22 02/16/2021

4.33 Form of Securities Purchase Agreement in connection
with the January 2021 Private Placement

S-1/A 333-251241 4.23 02/16/2021

4.34 Form of Registration Rights Agreement in connection
with the January 2021 Private Placement

S-1/A 333-251241 4.24 02/16/2021

5.1* Opinion of Meister Seelig & Fein LLP     

10.1† Form of Indemnification Agreement by and among
the Company and its officers and directors

S-1 333-234349 10.8 10/28/2019

10.2† Employment Agreement, dated February 1, 2019, for
David Lelong

8-K 333-161943 10.1 02/07/2019

10.3† Employment Agreement, dated as of May 6, 2019, by
and between the Company and Damian Dalla-Longa

10-Q 333-161943 10.6 10/09/2019

10.4† Resignation Letter from Damian Dalla-Longa, dated
February 5, 2020

8-K 333-161943 10.3 02/11/2020

10.5† Amendment to Employment Agreement, dated
February 10, 2020, by and between Damian Dalla-
Longa and the Company

8-K 333-161943 10.4 02/11/2020

10.6† Employment Agreement, dated as of May 6, 2019, by
and between the Company and Lori Taylor

10-Q 333-161943 10.7 10/09/2019

10.7† Separation Agreement, dated as of September 13,
2019, by and between the Company and Lori Taylor

10-K 333-161943 10.28 05/04/2020
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10.8† Employment Agreement, dated May 6, 2019, by and
among the Company and Anthony Santarsiero

S-1 333-234349 10.11 10/28/2019

10.9† Employment Agreement, dated June 29, 2019, by and
among the Company and Andreas Schulmeyer

S-1 333-234349 10.12 10/28/2019

10.10† Employment Agreement, dated December 19, 2019,
by and between the Company, Werner von Pein, and
Halo

8-K 333-161943 10.1 02/11/2020

10.11† Amendment to Employment Agreement, dated
February 10, 2020, by and between Werner von Pein
and the Company

8-K 333-161943 10.2 02/11/2020

10.12† Employment Agreement, dated October 8, 2020, by
and between Sharla Cook and the Company

10-K 333-161943 10.12 03/30/2021

10.13† Employment Agreement, dated September 27, 2020,
by and between Robert Sauermann and the Company

10-K 333-161943 10.13 03/30/2021

10.14† Employment Agreement, dated January 1, 2021, by
and between Donald Young and the Company

10-K 333-161943 10.14 03/30/2021

10.15† Separation and Retirement Agreement, Dated
December 28, 2020 by and between Werner von Pein
and the Company

8-K/A 333-161943 10.1 01/05/2021

10.16† Employment Agreement, Dated December 28, 2020
by and between Scott Lerner and the Company

8-K/A 333-161943 10.2 01/05/2021

10.17 Loan and Security Agreement, dated as of January 6,
2021, by and between Old Plank Trail Community
Bank, N.A. (“Lender”) and Halo, Purely for Pets, Inc.,
a Delaware corporation (“Halo”)

8-K 333-161943 10.1 01/11/2021

10.18 Revolving Promissory Note, dated as of January 6,
2021, issued by Halo in favor of Lender

8-K 333-161943 10.2 01/11/2021

10.19 Term Note A, dated as of January 6, 2021, issued by
Halo in favor of Lender

8-K 333-161943 10.3 01/11/2021

10.20 Guaranty and Security Agreement, dated as of
January 6, 2021, made by Better Choice Company
Inc. (the “Company”), TruPet LLC, a Delaware
limited liability company (“TruPet”) and Bona Vida,
Inc., a Delaware corporation (“Bona Vida”), in favor
of Lender

8-K 333-161943 10.4 01/11/2021

10.21 Intellectual Property Security Agreement, dated as of
January 6, 2021, executed and delivered by the
Company, TruPet and Bona Vida in favor of Lender

8-K 333-161943 10.5 01/11/2021

10.22 Stock Pledge Agreement, dated as of January 6, 2021,
executed and delivered by the Company in favor of
Lender

8-K 333-161943 10.6 01/11/2021

10.23 Collateral Pledge Agreement, dated as of January 6,
2021, executed and delivered by John M. Word, III in
favor of Lender

8-K 333-161943 10.7 01/11/2021

10.24 Agreement effective as of February 23, 2021 by and
between Emerging Media Consulting, a Florida
limited liability company, and Better Choice
Company, Inc.

8-K 333-161943 10.1 02/18/2021
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10.25 Terms and Conditions for Winning Media LLC
effective as of February 17, 2021 by and between
Winning Media LLC and Better Choice Company,
Inc.

8-K 333-161943 10.2 02/18/2021

21.1 Subsidiaries of the Company S-1 333-256405 21.1 5/21/2021

23.1 * Consent of Ernst & Young LLP     

24.1 Power of Attorney (set forth on the signature page to
the Registration Statement on Form S-1 filed with the
Securities and Exchange Commission on May 21,
2021)

S-1 333-256405 21.1 5/21/2021

101 The following materials from the Company's Annual
Report on Form 10-K for the year ended
December 31, 2020 formatted in Inline Extensible
Business Reporting Language (“iXBRL”): (i) the
Consolidated Statements of Operations, (ii) the
Consolidated Statements of Comprehensive Income,
(iii) the Consolidated Balance Sheets, (iv) the
Consolidated Statements of Cash Flows, (v) the
Consolidated Statements of Equity and (vi) related
notes, tagged as blocks of text and including detailed
tags.

    

† Indicates a management contract or any compensatory plan, contract or
arrangement.

* Filed or furnished
herewith.

ITEM 17. UNDERTAKINGS

(a) The undersigned registrant hereby undertakes to provide to the underwriters at the closing specified in the
underwriting agreement certificates in such denominations and registered in such names as required by the
underwriters to permit prompt delivery to each purchaser.

(b) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors,
officers and controlling persons of Better Choice Company Inc. pursuant to the foregoing provisions, or
otherwise, Better Choice Company Inc. has been advised that in the opinion of the SEC such indemnification
is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a
claim for indemnification against such liabilities (other than the payment by Better Choice Company Inc. of
expenses incurred or paid by a director, officer or controlling person of Better Choice Company Inc. in the
successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person
in connection with the securities being registered, Better Choice Company Inc. will, unless in the opinion of its
counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the
question whether such indemnification by it is against public policy as expressed in the Securities Act and will
be governed by the final adjudication of such issue.

(c) The undersigned hereby further undertakes
that:

(1) For purposes of determining any liability under the Securities Act the information omitted from the form
of prospectus filed as part of this registration statement in reliance upon Rule 430A and contained in a
form of prospectus filed by Better Choice Company Inc. pursuant to Rule 424(b)(1) or (4) or 497(h) under
the Securities Act shall be deemed to be part of this registration statement as of the time it was declared
effective.

(2) For the purpose of determining any liability under the Securities Act each post-effective amendment that
contains a form of prospectus shall be deemed to be a new registration statement relating to the securities
offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide
offering thereof.
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 SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this Amendment No. 1 to
the Registration Statement on Form S-1 to be signed on its behalf by the undersigned, thereunto duly authorized in
the City of Tampa, State of Florida, on June 16, 2021.

 BETTER CHOICE COMPANY INC.

   

 By: /s/ Scott Lerner

  Scott Lerner

  Chief Executive Officer

Pursuant to the requirements of the Securities Act of 1933, this Amendment No. 1 to the Registration Statement on
Form S-1 has been signed by the following persons in the capacities and on the dates indicated.

Signature Title Date

   

/s/ Scott Lerner
Chief Executive Officer 
(Principal Executive Officer)

June 16, 2021

Scott Lerner

   

/s/ Sharla A. Cook
Chief Financial Officer 
(Principal Financial and Accounting Officer)

June 16, 2021

Sharla A. Cook

   

* Director June 16, 2021

Jeff D. Davis   

   

* Director June 16, 2021

Gil Fronzaglia   

   

* Director June 16, 2021

Lori Taylor   

   

* Director June 16, 2021

John M. Word III   

   

* Director June 16, 2021

Michael Young   

   

*By Sharla A. Cook as attorney-in-fact   

   

/s/ Sharla A. Cook   

Sharla A. Cook   
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Exhibit 1.1

UNDERWRITING AGREEMENT

[•] Shares

Better Choice Company Inc.

Common Stock

UNDERWRITING AGREEMENT

June [__], 2021

D.A. DAVIDSON & CO.
  As representative of the several Underwriters
    named in Schedule I hereto
611 Anton Blvd., Suite 600
Costa Mesa, CA 92626

Ladies and Gentlemen:

Better Choice Company Inc., a Delaware corporation (the “Company”), proposes to issue and sell to the several underwriters named in Schedule I hereto (the
“Underwriters”) for whom D.A. Davidson & Co. is acting as representative (the “Representative”) an aggregate of [•] shares (the “Firm Shares”) of the common stock, par
value $0.001 per share, of the Company (“Common Stock”).  The Company also proposes to sell to the several Underwriters, for the sole purpose of covering over-allotments
in connection with the sale of the Firm Shares, at the option of the Underwriters, up to an additional [•] shares of Common Stock (the “Option Shares”).  The Firm Shares and
the Option Shares are hereinafter referred to collectively as the “Shares”.

The Company confirms as follows its agreements with the Representative and the several other Underwriters.



1.          (a)          The Company represents and warrants to, and agrees with, each of the Underwriters that, as of the date hereof and as of the Closing Date (as
defined herein) and each Option Closing Date (as defined herein), if any:

(i)          A registration statement on Form S-1 (File No. 333-256405) in respect of the Shares and one or more pre-effective amendments thereto
(together, the “Initial Registration Statement”) have been filed with the Securities and Exchange Commission (the “Commission”); the Initial Registration Statement and
any post-effective amendment thereto, each in the form heretofore delivered to the Representative, have been declared effective by the Commission in such form; other than a
registration statement, if any, increasing the size of the offering (a “Rule 462(b) Registration Statement”), filed pursuant to Rule 462(b) under the Securities Act of 1933, as
amended (the “Securities Act”), which became effective upon filing, no other document with respect to the Initial Registration Statement has heretofore been filed with the
Commission; no stop order suspending the effectiveness of the Initial Registration Statement or any post-effective amendment thereto or the Rule 462(b) Registration
Statement, if any, has been issued, no proceeding for that purpose has been initiated or threatened by the Commission and any request on the part of the Commission for
additional information from the Company has been satisfied in all material respects; each preliminary prospectus included in the Initial Registration Statement, as originally
filed or as part of any amendment thereto, or filed with the Commission pursuant to Rule 424(a) of the rules and regulations of the Commission under the Securities Act is
hereinafter called a “Preliminary Prospectus”; the various parts of the Initial Registration Statement and the Rule 462(b) Registration Statement, if any, including all
schedules and exhibits thereto and including the information contained in the form of final prospectus filed with the Commission pursuant to Rule 424(b) under the Securities
Act and deemed by virtue of Rule 430A under the Securities Act to be part of the Initial Registration Statement at the time it was declared effective or such part of the Rule
462(b) Registration Statement, if any, became or hereafter becomes effective, each as amended at the time such part of the Initial Registration Statement became effective, are
hereinafter collectively called the “Registration Statement”; the Preliminary Prospectus relating to the Shares that was included in the Registration Statement immediately
prior to the Applicable Time (as defined in Section 1(a)(iii) hereof) is hereinafter called the “Pricing Prospectus”; such final prospectus, in the form first filed pursuant to
Rule 424(b) under the Securities Act, is hereinafter called the “Prospectus”; and any “issuer free writing prospectus” as defined in Rule 433 under the Securities Act relating
to the Shares is hereinafter called an “Issuer Free Writing Prospectus”; and all references to the Registration Statement, any Preliminary Prospectus, the Pricing Prospectus,
the Prospectus, any Issuer Free Writing Prospectus or any amendment or supplement to any of the foregoing shall be deemed to include the copy filed with the Commission
pursuant to its Electronic Data Gathering, Analysis and Retrieval system (“EDGAR”);

(ii)          (1)          at the respective times the Initial Registration Statement, any Rule 462(b) Registration Statement and any post-effective
amendments thereto became effective and at the Closing Date (as defined herein) (and, if any Option Shares are purchased, at each Option Closing Date) (as defined herein)),
the Initial Registration Statement, any Rule 462(b) Registration Statement and any amendments and supplements thereto complied and will comply in all material respects
with the requirements of the Securities Act and the rules and regulations of the Commission thereunder (the “Rules and Regulations”) and did not and will not contain an
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements therein not misleading, and (2) at the time
the Prospectus or any amendments or supplements thereto were issued and at the Closing Date (and, if any Option Shares are purchased, at each Option Closing Date), neither
the Prospectus nor any amendment or supplement thereto included or will include an untrue statement of a material fact or omitted or will omit to state a material fact
necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading; provided that the representations and
warranties in clauses (1) and (2) above shall not apply to statements in or omissions from the Registration Statement or the Prospectus made in reliance upon and in strict
conformity with information furnished to the Company in writing by any Underwriter through the Representative expressly for use in the Registration Statement or the
Prospectus, it being understood and agreed that the only such information provided by any Underwriter is that described as such in Section 9(b) hereof.  No order preventing
or suspending the use of any Preliminary Prospectus, the Pricing Prospectus or any Issuer Free Writing Prospectus has been issued by the Commission;
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Each Preliminary Prospectus, the Pricing Prospectus, each Issuer Free Writing Prospectus  and the Prospectus filed as part of the Initial Registration Statement as
originally filed or as part of any amendment thereto, or filed pursuant to Rule 424 under the Securities Act, complied when so filed in all material respects with the
requirements of the Securities Act and the Rules and Regulations and each Preliminary Prospectus, the Pricing Prospectus, each Issuer Free Writing Prospectus  and the
Prospectus delivered to the Underwriters for use in connection with this offering was identical to the electronically transmitted copies thereof filed with the Commission
pursuant to EDGAR, except to the extent permitted by Regulation S-T;

(iii)          For the purposes of this Agreement, the “Applicable Time” is [____: ____ __].m. (Eastern time) on the date of this Agreement; the
Pricing Prospectus as supplemented by the Issuer Free Writing Prospectus, Written Testing-the-Waters Communications (as hereinafter defined) and other documents listed in
Schedule II hereto, taken together (collectively, the “Pricing Disclosure Package”) as of the Applicable Time, did not include any untrue statement of a material fact or omit
to state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading; and each Issuer Free
Writing Prospectus and/or Written Testing-the-Waters Communication listed on Schedule II hereto does not conflict with the information contained in the Registration
Statement, the Pricing Prospectus or the Prospectus and each such Issuer Free Writing Prospectus and/or Written Testing-the-Waters Communication, as supplemented by and
taken together with the Pricing Disclosure Package as of the Applicable Time, did not include any untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading; provided, however, that this representation
and warranty shall not apply to statements or omissions made in an Issuer Free Writing Prospectus or Written Testing-the-Waters Communication in reliance upon and in
strict conformity with information furnished in writing to the Company by an Underwriter through the Representative expressly for use therein;

(iv)          The Company has filed a registration statement pursuant to the Securities Exchange Act of 1934, as amended (the “Exchange Act”), to
register the Common Stock, and such registration statement has been declared effective;  At the time of filing the Initial Registration Statement the Company was not and is
not an “ineligible issuer,” as defined under Rule 405 under the Securities Act;

(v)          The Company has been duly incorporated and is validly existing as a corporation in good standing under the laws of the State of
Delaware, with power and authority (corporate and other) to own, lease and operate its properties and conduct its business as described in the Registration Statement, the
Pricing Prospectus and the Prospectus and to enter into and perform its obligations under this Agreement, and has been duly qualified as a foreign corporation for the
transaction of business and is in good standing under the laws of each other jurisdiction in which it owns or leases properties or conducts any business so as to require such
qualification, except where the failure so to qualify or be in good standing would not have a material adverse effect on the Company and its subsidiaries, considered as one
enterprise;
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(vi)          Each subsidiary of the Company (each a “Subsidiary”) has been duly incorporated (or organized) and is validly existing as a corporation
(or other organization) in good standing under the laws of the jurisdiction of its incorporation (or organization), with power and authority to own, lease and operate its
properties and conduct its business as described in the Registration Statement, the Pricing Prospectus and the Prospectus, and has been duly qualified as a foreign corporation
(or other organization) for the transaction of business and is in good standing under the laws of each other jurisdiction in which its owns or leases properties or conducts any
business so as to require such qualification, except where the failure so to qualify or be in good standing would not have a material adverse effect on the Company and the
Subsidiaries, considered as one enterprise; all of the issued and outstanding capital stock (or other ownership interests) of each Subsidiary has been duly and validly
authorized and issued, is fully paid and non-assessable and is owned by the Company, directly or through Subsidiaries, free and clear of any security interest, mortgage,
pledge, lien, encumbrance, claim or equity (except that all of the issued and outstanding common stock of Halo, Purely For Pets, Inc., a Delaware corporation, has been
pledged by the Company as collateral under the Company’s senior secured credit facility);

(vii)          The Company has an authorized capitalization as set forth in the Registration Statement, the Pricing Prospectus and the Prospectus, and
all of the issued and outstanding shares of capital stock of the Company have been duly and validly authorized and issued, are fully paid and non-assessable and conform to
the descriptions thereof contained in the Registration Statement, the Pricing Prospectus and the Prospectus; and none of the issued and outstanding shares of capital stock of
the Company are subject to any preemptive or similar rights or were issued in violation of the registration requirements of the Securities Act;

(viii)          The Shares to be issued and sold by the Company to the Underwriters hereunder have been duly and validly authorized and, when
issued and delivered to and paid for by the Underwriters in accordance with the terms of this Agreement, will be duly and validly issued and fully paid and non-assessable and
will conform to the descriptions thereof contained in the Registration Statement, the Pricing Prospectus and the Prospectus; and the issuance of such Shares is not subject to
any preemptive or similar rights;

(ix)          This Agreement has been duly authorized, executed and delivered by the Company;

(x)          The issue and sale of the Shares to be sold by the Company hereunder, the execution and delivery of this Agreement by the Company and
the compliance by the Company with all of the provisions of this Agreement and the consummation of the transactions herein contemplated will not (A) conflict with or result
in a breach or violation of any of the terms or provisions of, or constitute a default under, any indenture, mortgage, deed of trust, loan agreement or other agreement or
instrument to which the Company or any of the Subsidiaries is a party or by which the Company or any of the Subsidiaries is bound or to which any of the property or assets
of the Company or any of the Subsidiaries is subject, (B) result in any violation of the provisions of the certificate or articles of incorporation or by-laws (or other applicable
organizational documents) of the Company or any of the Subsidiaries or (C) result in the violation of any statute or any order, rule or regulation of any court or governmental
agency or body having jurisdiction over the Company or any of the Subsidiaries or any of their properties, except as would not, in the case of (A) or (C), individually or in the
aggregate, reasonably be expected to result in a material adverse effect on the general affairs, business, prospects, management, financial position, stockholders’ equity or
results of operations of the Company and the Subsidiaries, considered as one enterprise; and no consent, approval, authorization, order, registration or qualification of or with
any such court or governmental agency or body is required for the issue and sale of the Shares to be sold by the Company hereunder or the consummation by the Company of
the transactions contemplated by this Agreement, except the registration under the Securities Act of the offering, issuance and sale of the Shares and such consents, approvals,
authorizations, registrations or qualifications as may be required under state securities or Blue Sky laws in connection with the purchase and distribution of the Shares by the
Underwriters;
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(xi)          Ernst & Young LLP, who have audited certain financial statements of the Company and the Subsidiaries, are independent public
accountants registered with the Public Company Accounting Oversight Board as required by the Securities Act and the Rules and Regulations.  The financial statements,
together with related schedules and notes, included in the Registration Statement, the Pricing Prospectus and the Prospectus comply in all material respects with the
requirements of the Securities Act and present fairly the consolidated financial position, results of operations and changes in financial position of the Company and the
Subsidiaries on the basis stated in the Registration Statement at the respective dates or for the respective periods to which they apply; such statements and related schedules
and notes have been prepared in accordance with U.S. generally accepted accounting principles (“GAAP”) consistently applied throughout the periods involved, except as
disclosed therein; and the summary consolidated and combined financial data included in the Registration Statement, the Pricing Prospectus and the Prospectus present fairly
the information shown therein and have been compiled on a basis consistent with that of the financial statements included in the Registration Statement;

(xii)          Neither the Company nor any Subsidiary has sustained since the date of the latest audited financial statements included in the Pricing
Prospectus any material loss or interference with its business from fire, explosion, flood or other calamity, whether or not covered by insurance, or from any labor dispute or
court or governmental action, order or decree, otherwise than as set forth or contemplated in the Pricing Prospectus; and, since the respective dates as of which information is
given in the Registration Statement and the Pricing Prospectus, (1) there has not been any change in the capital stock or long-term debt of the Company or any of the
Subsidiaries, (2) there has not been any material adverse change, or any development that would reasonably be expected to result in  a prospective material adverse change, in
or affecting the general affairs, business, prospects, management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries,
considered as one enterprise, (3) there have been no transactions entered into by, and no obligations or liabilities, contingent or otherwise, incurred by the Company or any of
the Subsidiaries, whether or not in the ordinary course of business, which are material to the Company and the Subsidiaries, considered as one enterprise or (4) there has been
no dividend or distribution of any kind declared, paid or made by the Company on any class of its capital stock, in each case, otherwise than as set forth or contemplated in the
Pricing Prospectus;
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(xiii)          Neither the Company nor any of the Subsidiaries is (1) in violation of its certificate or articles of incorporation or bylaws (or other
applicable organizational documents) or (2) in violation of any law, ordinance, administrative or governmental rule or regulation applicable to the Company or any of the
Subsidiaries, or (3) in violation of any decree of any court or governmental agency or body having jurisdiction over the Company or any of the Subsidiaries, or (4) in default in
the performance of any obligation, agreement or condition contained in any bond, debenture, note or any other evidence of indebtedness or in any agreement, indenture, lease
or other instrument to which the Company or any of the Subsidiaries is a party or by which any of them or any of their respective properties may be bound, except, in the case
of clauses (2), (3) and (4), where any such violation or default, individually or in the aggregate, would not have a material adverse effect on the general affairs, business,
prospects, management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries, considered as one enterprise;

(xiv)          Each of the Company and each Subsidiary has good and marketable title to all real and personal property owned by it, in each case free
and clear of all liens, encumbrances and defects except such as are described in the Registration Statement and the Pricing Prospectus or such as do not materially affect the
value of such property and do not interfere with the use made and proposed to be made of such property by the Company or any Subsidiary; and any real property and
buildings held under lease by the Company or any Subsidiary are held by them under valid, subsisting and enforceable leases with such exceptions as are not material and do
not interfere with the use made and proposed to be made of such property and buildings by the Company or any Subsidiary;

(xv)          Other than as set forth in the Pricing Prospectus, there are no legal or governmental proceedings pending to which the Company or any
of the Subsidiaries is a party or of which any property of the Company or any of the Subsidiaries is the subject which, if determined adversely to the Company or any
Subsidiary, individually or in the aggregate, would have or may reasonably be expected to have a material adverse effect on the general affairs, business, prospects,
management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries, considered as one enterprise, or would prevent or impair
the consummation of the transactions contemplated by this Agreement, or which are required to be described in the Registration Statement or the Pricing Prospectus; and, to
the best of the Company’s knowledge, no such proceedings are threatened or contemplated by governmental authorities or others;

(xvi)          The Company and the Subsidiaries (i) possess all permits, licenses, approvals, consents and other authorizations (collectively,
“Permits”) issued by the appropriate federal, state, local or foreign regulatory agencies or bodies (including, without limitation, those administered by the Food and Drug
Administration of the U.S. Department of Health and Human Services (the “FDA”) necessary to conduct the businesses now operated by them and as disclosed in the
Registration Statement, the Pricing Prospectus or the Prospectus and (ii) are in compliance with the terms and conditions of all such Permits and all of the Permits are valid
and in full force and effect, except, in each case, where the failure so to comply or where the invalidity of such Permits or the failure of such Permits to be in full force and
effect, individually or in the aggregate, would not  have a material adverse effect on the general affairs, business, prospects, management, financial position, stockholders’
equity or results of operations of the Company and the Subsidiaries, considered as one enterprise; and neither the Company nor any Subsidiary has received any notice of
proceedings relating to the revocation or material modification of any such Permits;
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(xvii)          The Company and the Subsidiaries own or possess or have valid rights to use all licenses, inventions, copyrights, know-how (including
trade secrets and other unpatented and/or unpatentable proprietary or confidential information, systems or procedures), trademarks, service marks and trade names, patents and
patent rights (collectively “Intellectual Property”) material to carrying on their businesses as described in the Registration Statement, the Pricing Prospectus or the
Prospectus, and neither the Company nor any Subsidiary has received any correspondence relating to any Intellectual Property or notice of infringement of or conflict with
asserted rights of others with respect to any Intellectual Property which would render any Intellectual Property invalid or inadequate to protect the interest of the Company and
the Subsidiaries and which infringement or conflict (if the subject of any unfavorable decision, ruling or finding) or invalidity or inadequacy, individually or in the aggregate,
would have or may reasonably be expected to have a material adverse effect on the general affairs, business, prospects, management, financial position, stockholders’ equity
or results of operations of the Company and the Subsidiaries, considered as one enterprise;

(xviii)          No material labor dispute with the employees of the Company or the Subsidiaries exists, or, to the knowledge of the Company, is
imminent.  The Company is not aware of any existing or imminent labor disturbance by the employees of any of its or any Subsidiary’s principal suppliers, manufacturers,
customers or contractors, which, individually or in the aggregate, may reasonably be expected to result in a material adverse effect on the general affairs, business, prospects,
management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries, considered as one enterprise;

(xix)          The Company and the Subsidiaries are insured by insurers of recognized financial responsibility against such losses and risks and in
such amounts as are prudent and customary in the businesses in which they are engaged; neither the Company nor any Subsidiary has been refused any insurance coverage
sought or applied for; and the Company has no reason to believe that either it or any Subsidiary will not be able to renew its existing insurance coverage as and when such
coverage expires or to obtain similar coverage from similar insurers as may be necessary to continue its business at a cost that would not have a material adverse effect on the
Company and the Subsidiaries, considered as one enterprise;

(xx)          The Company and each of its Subsidiaries have made and keep books, records and accounts, which, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the Company and its Subsidiaries.  The Company maintains a system of internal accounting controls sufficient to
provide reasonable assurance that regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with GAAP
and includes those policies and procedures that (1) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions
of the assets of the Company and its Subsidiaries; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with GAAP, and that receipts and expenditures of the Company and its Subsidiaries are being made only in accordance with authorizations of management and
directors of the Company and its Subsidiaries; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of
the assets of the Company and its Subsidiaries that could have a material effect on the financial statements;
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(xxi)          Since the date of the latest audited financial statements included in the Pricing Prospectus,  (a) the Company has not been advised of
(1) any significant deficiencies in the design or operation of internal controls that could adversely affect the ability of the Company and each of its Subsidiaries to record,
process, summarize and report financial data, or any material weaknesses in internal controls and (2) any fraud, whether or not material, that involves management or other
employees who have a significant role in the internal controls of the Company and each of its Subsidiaries, and (b) since that date, there has been no change in the Company’s
internal control over financial reporting that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting;

(xxii)          The Company maintains disclosure controls and procedures (as such term is defined in Rule 13a-15 (e) of the Exchange Act) that
comply with the requirements of the Exchange Act; such disclosure controls and procedures are effective;

(xxiii)          All United States federal income tax returns of the Company and the Subsidiaries required by law to be filed have been filed and all
taxes shown by such returns or otherwise assessed, which are due and payable, have been paid, except assessments against which appeals have been or will be promptly taken
and as to which adequate reserves have been provided. The Company and the Subsidiaries have filed all other tax returns that are required to have been filed by them pursuant
to applicable foreign, state, local or other law, except insofar as the failure to file such returns, individually or in the aggregate, would not result in a material adverse effect on
the general affairs, business, prospects, management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries, considered as one
enterprise, and have paid all taxes due pursuant to such returns or pursuant to any assessment received by the Company or any Subsidiary except for such taxes, if any, as are
being contested in good faith and as to which adequate reserves have been provided.  The charges, accruals and reserves on the books of the Company and the Subsidiaries in
respect of any income and corporation tax liability for any years not finally determined are adequate to meet any assessments or re-assessments for additional income tax for
any years not finally determined;

(xxiv)          There are no statutes, regulations, documents or contracts of a character required to be described in the Registration Statement or the
Pricing Prospectus or to be filed as an exhibit to the Registration Statement which are not described or filed as required.  The agreements and documents described in the
Pricing Disclosure Package, the Prospectus and the Registration Statement conform to the descriptions thereof contained therein and there are no agreements or other
documents required by the Securities Act and the Regulations to be described therein or to be filed with the Commission as exhibits to the Registration Statement that have not
been so described or filed. Each agreement or other instrument (however characterized or described) to which the Company is a party or by which it is or may be bound or
affected and (a) that is referred to in the Pricing Disclosure Package or the Prospectus, or (b) is material to the Company’s business, has been duly authorized and validly
executed by the Company, is in full force and effect in all material respects and is enforceable against the Company and, to the Company’s knowledge, the other parties
thereto, in accordance with its terms, except (1) as such enforceability may be limited by bankruptcy, insolvency, reorganization or similar laws affecting creditors’ rights
generally, (2) as enforceability of any indemnification or contribution provision may be limited under the federal or state securities laws, and (3) that the remedy of specific
performance and injunctive and other forms of equitable relief may be subject to the equitable defenses and to the discretion of the court before which any proceeding
therefore may be brought. None of such agreements or instruments has been assigned by the Company, and neither the Company nor, to the Company’s knowledge, any other
party is in default thereunder and, to the Company’s knowledge, no event has occurred that, with the lapse of time or the giving of notice, or both, would constitute a default
thereunder. Performance by the Company of the material provisions of such agreements or instruments will not result in a violation of any existing applicable law, rule,
regulation, judgment, order or decree of any governmental agency or court, domestic or foreign, having jurisdiction over the Company or any of its assets or businesses,
including, without limitation, those relating to environmental laws and regulations;
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(xxv)          Neither the Company nor any of the Subsidiaries is in violation of any statute or any rule, regulation, decision or order of any
governmental agency or body or any court, domestic or foreign, relating to the use, production, disposal or release of hazardous or toxic substances or relating to the protection
or restoration of the environment or human exposure to hazardous or toxic substances (collectively, “environmental laws”), owns or operates any real property contaminated
with any substance that is subject to any environmental laws, is liable for any off-site disposal or contamination pursuant to any environmental laws, or is subject to any claim
relating to any environmental laws, which violation, contamination, liability or claim, individually or in the aggregate, would have a material adverse effect on the general
affairs, business, prospects, management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries, considered as one enterprise;
and the Company is not aware of any pending investigation which might lead to such a claim;

(xxvi)          Each employee benefit plan, within the meaning of Section 3(3) of the Employee Retirement Income Security Act of 1974, as
amended (“ERISA”), that is maintained, administered or contributed to by the Company or any Subsidiary for employees or former employees of the Company and its
affiliates has been maintained in compliance with its terms and the requirements of any applicable statutes, orders, rules and regulations, including but not limited to ERISA
and the Internal Revenue Code of 1986, as amended (the “Code”), except to the extent that failure to so comply, individually or in the aggregate, would not have a material
adverse effect on the general affairs, business, prospects, management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries,
considered as one enterprise.  No prohibited transaction, within the meaning of Section 406 of ERISA or Section 4975 of the Code has occurred with respect to any such plan
excluding transactions effected pursuant to a statutory or administrative exemption;
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(xxvii)          Neither the Company nor any of its Subsidiaries, or any director, officer, agent, employee or other person associated with or acting on
behalf of the Company or any of its Subsidiaries, has (i) used any corporate funds for any unlawful contribution, gift, entertainment or other unlawful expense relating to
political activity; (ii) made any direct or indirect unlawful payment to any foreign or domestic government official or employee from corporate funds, violated or is in
violation of any provision of the U.S. Foreign Corrupt Practices Act of 1977, as amended, the Bribery Act 2010 of the United Kingdom or any other applicable anti-bribery or
anti-corruption law (collectively, the “Anti-Bribery and Anti-Corruption Laws”); or (iv) made any bribe, unlawful rebate, payoff, influence payment, kickback or other
unlawful payment. The Company and the Subsidiaries have conducted their businesses in compliance with applicable Anti-Bribery and Anti-Corruption Laws and have
instituted, maintain and enforce policies and procedures designed to promote and achieve compliance with Anti-Bribery and Anti-Corruption Laws. Neither the Company nor
the Subsidiaries will use, directly or indirectly, the proceeds of the offering in furtherance of an offer, payment, promise to pay, or authorization of the payment or giving of
money, or anything else of value, to any person in violation of any Anti-Bribery and Anti-Corruption Laws;

(xxviii)          The operations of the Company and the Subsidiaries are and have been conducted at all times in compliance with the requirements of
applicable anti-money laundering laws, including, but not limited to, the Bank Secrecy Act of 1970, as amended by the USA PATRIOT ACT of 2001, and the rules and
regulations promulgated thereunder, and the anti-money laundering laws of the various jurisdictions in which the Company and its Subsidiaries conduct business (collectively,
the “Money Laundering Laws”) and no action, suit or proceeding by or before any court or governmental agency, authority or body or any arbitrator involving the Company
or any of its Subsidiaries with respect to the Money Laundering Laws is pending or, to the knowledge of the Company, threatened.

(xxix)          The Company is not, and, to the Company’s knowledge, none of its directors, officers, agents or employees purporting to act on behalf
of the Company are currently the target of or reasonably likely to become the target of any U.S. sanctions administered by the Office of Foreign Assets Control of the U.S.
Department of the Treasury (“OFAC”); and the Company will not directly or indirectly use the proceeds of the offering of the Shares hereunder, or lend, contribute or
otherwise make available such proceeds to any subsidiary, joint venture partner or other person or entity, for the purpose of financing the activities of any person currently the
target of any U.S. sanctions administered by OFAC;

(xxx)          There is and has been no failure on the part of the Company or any of the Company’s directors or officers, in their capacities as such, to
comply with any provision of the Sarbanes-Oxley Act of 2002 and all rules and regulations promulgated thereunder or implementing the provisions thereof (the “Sarbanes-
Oxley Act”), including Section 402 related to loans and Sections 302 and 906 related to certifications. The Company has taken all actions it deems reasonably necessary or
advisable to take on or prior to the date of this Agreement to assure that, upon and at all times after the effectiveness of the Registration Statement, it will be in compliance in
all material respects with all applicable provisions of Sarbanes-Oxley Act that are then in effect and will take all action it deems reasonably necessary or advisable to assure
that it will be in compliance in all material respects with other applicable provisions of the Sarbanes-Oxley Act not currently in effect upon it and at all times after the
effectiveness of such provisions;
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(xxxi)          The Company and its Subsidiaries have operated and are operating in accordance in all material respects with all statutes, laws, rules
and regulations, as applicable (including, without limitation, those administered by the FDA or by any foreign, federal, state or local governmental or regulatory authority
performing functions similar to those performed by the FDA). Except as described in the Registration Statement, the Pricing Disclosure Package and the Prospectus, neither
the Company nor its Subsidiaries has received any notices or other correspondence from the FDA or any other foreign, federal, state or local governmental or regulatory
authority performing functions similar to those performed by the FDA with respect to any of the Company’s or its Subsidiaries’ products or the compliance of the Company or
its Subsidiaries with statutes, laws, rules and regulations administered by the FDA. The Company has established and administers a compliance program applicable to the
Company and its Subsidiaries, to assist the Company, its Subsidiaries and their directors, officers and employees, and contract manufacturers engaged by the Company in
complying with applicable regulatory guidelines (including, without limitation, those administered by the FDA and any other foreign, federal, state or local governmental or
regulatory authority performing functions similar to those performed by the FDA). Except as would not be reasonably expected to result in a material adverse effect on the
general affairs, business, prospects, management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries, considered as one
enterprise, (a) neither the Company nor any of its Subsidiaries has failed to file with the applicable regulatory authorities (excluding the FDA or any foreign, federal, state or
local governmental or regulatory authority performing functions similar to those performed by the FDA) any filing, declaration, listing, registration, report or submission that
is required to be so filed; and (b) neither the Company nor any of its Subsidiaries has failed to file with the FDA or any foreign, federal, state or local governmental or
regulatory authority performing functions similar to those performed by the FDA, any filing, declaration, listing, registration, report or submission that is required to be so
filed. All such filings were in material compliance with applicable laws when filed and no deficiencies have been asserted by any applicable regulatory authority (including,
without limitation, the FDA or any foreign, federal, state or local governmental or regulatory authority performing functions similar to those performed by the FDA) with
respect to any such filings, declarations, listings, registrations, reports or submissions.

(xxxii)          There are no persons with registration rights or other similar rights to have the resale of their securities registered pursuant to the
Registration Statement or otherwise registered by the Company under the Securities Act;

(xxxiii)          The Company is not and, after giving effect to the offering and sale of the Shares as contemplated herein and the application of the
net proceeds therefrom as described in the Pricing Prospectus, will not be an “investment company”, as such term is defined in the Investment Company Act of 1940, as
amended (the “Investment Company Act”);
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(xxxiv)          The Company has not distributed and, prior to the later to occur of the Closing Date (as defined in Section 4 hereof) and completion
of distribution of the Shares, will not distribute any offering materials in connection with the offering and sale of the Shares, other than the Pricing Prospectus, the Prospectus
and, subject to compliance with Section 6 hereof, any Issuer Free Writing Prospectus; and the Company has not taken and will not take, directly or indirectly, any action
designed to cause or result in, or which constitutes or might reasonably be expected to constitute, the stabilization or manipulation of the price of any security of the Company
to facilitate the sale of the Shares.  The Company (a) has not alone engaged in any Testing-the-Waters Communication other than Testing-the-Waters Communications that
have occurred with the consent of the Representative with entities that are qualified institutional buyers within the meaning of Rule 144A under the Securities Act or
institutions that are accredited investors within the meaning of Rule 501 under the Securities Act and (b) has not authorized anyone other than the Representative to engage in
Testing-the-Waters Communications. “Testing-the-Waters Communication” means any oral or written communication with potential investors undertaken in reliance on
Rule 163B of the Securities Act. The Company reconfirms that the Representative has been authorized to act on its behalf in undertaking Testing-the-Waters
Communications.  The Company has not distributed any Written Testing-the-Waters Communications other than those listed on Schedule II hereto.  “Written Testing-the-
Waters Communication” means any Testing-the-Waters Communication that is a written communication within the meaning of Rule 405 under the Securities Act;

(xxxv)          The statistical and market and industry-related data included in the Pricing Prospectus and the Prospectus are based on or derived
from sources which the Company believes to be reliable and accurate or represent the Company’s good faith estimates that are made on the basis of data derived from such
sources, and the Company has obtained the written consent to the use of such data from sources to the extent required;

(xxxvi)          Except as disclosed in the Registration Statement, the Pricing Prospectus and the Prospectus, there are no business relationships or
related party transactions involving the Company or any other person required to be described in the Prospectus that have not been described as required.

(xxxvii)          The Board of Directors of the Company is comprised of the persons set forth under the heading of the Prospectus captioned
“Management”. The qualifications of the persons serving as board members and the overall composition of the board comply with the Sarbanes-Oxley Act of 2002 and the
rules promulgated thereunder applicable to the Company and the rules of the NYSE American (“NYSE”). At least one member of the Audit Committee of the Board of
Directors of the Company has accounting or related financial management expertise under the rules of the NYSE and qualifies as an “audit committee financial expert” as
such term is defined under Regulation S-K of the Securities Act. In addition, at least a majority of the persons serving on the Board of Directors qualify as “independent” as
defined under the rules of the NYSE.

(xxxviii)          The Company owns or has a valid right to access and use all computer systems, networks, hardware, software, databases, websites
and equipment used to process, store, maintain and operate data, information and functions necessary for the conduct of its business (the “Company IT Systems”), except
where the failure to own or have the right to access the Company IT Systems would not reasonably be expected to have a material adverse effect on the general affairs,
business, prospects, management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries, considered as one enterprise. The
Company IT Systems are adequate for, and operate and perform in all material respects as required in connection with, the operation of the business of the Company as
currently conducted except as would not be reasonably expected, individually or in the aggregate, to have a material adverse effect on the general affairs, business, prospects,
management, financial position, stockholders’ equity or results of operations of the Company and the Subsidiaries, considered as one enterprise.
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(xxxix)          (1)          Except as described in the Preliminary Prospectus, the Prospectus and the Registration Statement, there are no claims,
payments, arrangements, agreements or understandings relating to the payment of a finder’s, consulting or origination fee by the Company or any of its officers or directors
with respect to the sale of the securities hereunder or any other arrangements, agreements or understandings of the Company or, to the Company’s knowledge, any of its
shareholders that may affect the Underwriters’ compensation, as determined by the Financial Industry Regulation Authority (“FINRA”);

(1)          Except as described in the Pricing Prospectus, the Prospectus and the Registration Statement, the Company has not made any
direct or indirect payments (in cash, securities or otherwise) to: (x) any person, as a finder’s fee, consulting fee or otherwise, in consideration of such person raising capital for
the Company or introducing to the Company persons who raised or provided capital to the Company; (y) to any FINRA member; or (z) to the Company’s knowledge, to any
person or entity that has any direct or indirect affiliation or association with any FINRA member, within the twelve months prior to the date of this Agreement, other than
payments to the Underwriters as provided hereunder in connection with the offering of the Shares hereunder.

(2)          None of the net proceeds of the offering of the Shares hereunder will be paid by the Company to any participating FINRA
member or its affiliates, except as specifically authorized herein.

(3)          To the Company’s knowledge, no officer, director or any beneficial owner of five percent or more of the Company’s
unregistered securities has any direct or indirect affiliation or association with any FINRA member (as determined in accordance with the rules and regulations of FINRA)
except as set forth in the Registration Statement. The Company will advise the Representative if it learns that any officer, director or owner of five percent or more of the
Company’s outstanding shares of Common Stock (or securities convertible into shares of Common Stock) is or becomes an affiliate or associated person of a FINRA member
participating in the offering of the Shares hereunder.

(xxv)          Any certificate signed by any officer of the Company delivered to the Underwriters or to counsel for the Underwriters shall be deemed
a representation and warranty by the Company to the Underwriters as to the matters covered thereby.

(xxvi)          There are no outstanding loans, advances (except normal advances for business expenses in the ordinary course of business) or
guarantees of indebtedness by the Company or any of its Subsidiaries to or for the benefit of any of the officers or directors of the Company, any of its Subsidiaries or any of
their respective family members, except as disclosed in the Registration Statement, the Pricing Prospectus and the Prospectus. All transactions by the Company with its
officers or control persons of the Company have been duly approved by the Company’s Board of Directors, or duly appointed committees or officers thereof, if and to the
extent required under applicable law.
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(xxvii)          No supplier, customer, distributor, manufacturer, or sales agent of the Company or any Subsidiary has notified the Company or any
Subsidiary that it intends to discontinue or decrease the rate of business done with the Company or any subsidiary, except where such discontinuation or decrease has not
resulted in and could not reasonably be expected to result in a material adverse effect on the general affairs, business, prospects, management, financial position, stockholders’
equity or results of operations of the Company and the Subsidiaries, considered as one enterprise.

(xxviii)           Other than the Underwriters, no person has the right to act as an underwriter or as a financial advisor to the Company in connection
with the transactions contemplated hereby.

(xxix)          The statements set forth in the Registration Statement, the Pricing Prospectus and the Prospectus under the caption “Description of
Capital Stock” insofar as they purport to constitute a summary of (i) the terms of the Company’s outstanding securities, (ii) the terms of the Shares, and (iii) the terms of the
documents referred to therein, are accurate, complete and fair in all material respects. The statements set forth in the Pricing Prospectus and the Prospectus under the captions
“Risk Factors—Risks Related to our Business and Industry—Food safety and food-borne illness incidents…,” “Risk Factors—Risks Related to the Regulation of our Business
and Products,” and “Business—Government Regulation,” insofar as they purport to constitute summaries of the terms of statutes, rules or regulations, constitute accurate
summaries of the terms of such statutes, rules and regulations in all material respects.

(xxx)          Except as set forth in the Registration Statement, the Pricing Disclosure Package and the Prospectus, the Company has not sold or
issued any shares of Common Stock during the six-month period preceding the date hereof, including any sales pursuant to Rule 144A under, or Regulations D or S of, the
Securities Act, other than shares issued pursuant to employee benefit plans, stock option plans or other employee compensation plans or pursuant to outstanding preferred
stock, options, rights or warrants or other outstanding convertible securities.

(xxxi)          The Common Stock is registered pursuant to Section 12(b) of the Exchange Act and is listed on the NYSE. There is no action pending
by the Company or, to the Company’s knowledge, the NYSE, to delist the Common Stock from the NYSE, nor has the Company received any notification that the NYSE is
contemplating terminating such listing. When issued, the Shares will be listed on the NYSE. The Company has taken all actions it deems reasonably necessary or advisable to
take on or prior to the date of this Agreement to assure that it will be in compliance in all material respects with all applicable corporate governance requirements set forth in
the rules of the NYSE that are then in effect and will take all action it deems reasonably necessary or advisable to assure that it will be in compliance in all material respects
with other applicable corporate governance requirements set forth in the NYSE rules not currently in effect upon and all times after the effectiveness of such requirements.
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2.          Subject to the terms and conditions herein set forth, (a) the Company agrees to sell to each of the Underwriters, and each of the Underwriters agrees,
severally and not jointly, to purchase from the Company, at a purchase price per share of $[•] (the “Purchase Price”), the number of Firm Shares (to be adjusted by the
Underwriters so as to eliminate fractional shares) determined by multiplying the aggregate number of Firm Shares to be sold by the Company hereunder by a fraction, the
numerator of which is the aggregate number of Firm Shares to be purchased by such Underwriter as set forth opposite the name of such Underwriter in Schedule I hereto and
the denominator of which is the aggregate number of Firm Shares to be purchased by all of the Underwriters from the Company hereunder and (b) in the event and to the
extent that the Underwriters shall exercise the election to purchase Option Shares as provided below, the Company agrees to sell to each of the Underwriters, and each of the
Underwriters agrees, severally and not jointly, to purchase from the Company, at the Purchase Price, the number of Option Shares (to be adjusted by the Underwriters so as to
eliminate fractional shares) determined by multiplying the number of Option Shares as to which such election shall have been exercised by  the fraction set forth in clause (a)
above.

The Company hereby grants to the Underwriters the right to purchase at their election up to [•] Option Shares, at the Purchase Price, for the sole purpose of covering
over-allotments in connection with the sale of the Firm Shares.  The Underwriters may exercise their option to purchase Option Shares in whole or in part from time to time
only by written notice from the Representative to the Company, given within a period of 30 calendar days after the date of this Agreement and setting forth the aggregate
number of Option Shares to be purchased and the date on which such Option Shares are to be delivered, as determined by the Representative but in no event earlier than the
Closing Date or, unless the Representative and the Company otherwise agree in writing, earlier than two or later than ten business days after the date of such notice.

3.          It is understood that the several Underwriters propose to offer the Firm Shares for sale to the public upon the terms and conditions set forth in the Prospectus.

4.          The Company will deliver the Firm Shares to the Representative through the facilities of the Depository Trust Company (“DTC”) for the accounts of the
Underwriters, against payment of the purchase price therefor in Federal (same day) funds by official bank check or checks or wire transfer drawn to the order of the Company
at the office of Dorsey & Whitney, LLP, 111 South Main Street, Suite 2100, Salt Lake City, Utah 84111, or such other location as may be mutually acceptable, at 9:30 a.m.
New York time, on the second (or if the Firm Shares are priced, as contemplated by Rule 15c6-1(c) under the Exchange Act, after 4:30 p.m. New York time, the third) full
business day following the date hereof, or at such other time and date as the Representative and the Company determine pursuant to Rule 15c6-1(a) under the Exchange Act,
such time being herein referred to as the “Closing Date”.  For purposes of Rule 15c6-1 under the Exchange Act, the Closing Date (if later than the otherwise applicable
settlement date) shall be the settlement date for payment of funds and delivery of securities for all the Firm Shares.
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Each time for the delivery of and payment for the Option Shares, being herein referred to as an “Option Closing Date”, which may be the Closing Date, shall be
determined by the Representative as provided above.  The Company will deliver the Option Shares being purchased on each Option Closing Date to the Representative
through the facilities of DTC for the accounts of the Underwriters, against payment of the purchase price therefor in Federal (same day) funds by official bank check or checks
or wire transfer drawn to the order of the Company at the above office of Dorsey & Whitney LLP, or by electronic exchange of executed documents, at 10:00 A.M., New
York time on the applicable Option Closing Date.

5.          The Company covenants and agrees with each of the Underwriters as follows:

(a)          The Company, subject to Section 5(b), will comply with the requirements of Rule 430A under the Securities Act, and will notify the Representative
immediately, and confirm the notice in writing, (i) when any post-effective amendment to the Registration Statement shall become effective, or any supplement to the
Prospectus or any amended prospectus shall have been filed, to furnish the Representative with copies thereof, and to file promptly all material required to be filed by the
Company with the Commission pursuant to Rule 433(d) under the Securities Act, (ii) of the receipt of any comments from the Commission, (iii) of any request by the
Commission for any amendment to the Registration Statement or any amendment or supplement to the Prospectus or for additional information, and (iv) of the issuance by the
Commission of any stop order suspending the effectiveness of the Registration Statement or of any order preventing or suspending the use of any Preliminary Prospectus, or
of the suspension of the qualification of the Shares for offering or sale in any jurisdiction, or of the initiation or threatening of any proceedings for any of such purposes.  The
Company will promptly effect the filings necessary pursuant to Rule 424(b) under the Securities Act and will take such steps as it deems necessary to ascertain promptly
whether the form of prospectus transmitted for filing under Rule 424(b) was received for filing by the Commission and, in the event that it was not, it will promptly file such
prospectus.  The Company will make every reasonable effort to prevent the issuance of any stop order and, if any stop order is issued, to obtain the lifting thereof at the
earliest possible moment.

(b)          The Company will give the Representative notice of its intention to file or prepare any amendment to the Registration Statement (including any
filing under Rule 462(b) under the Securities Act), or any amendment, supplement or revision to the Prospectus, or any Issuer Free Writing Prospectus, will furnish the
Representative with copies of any such documents a reasonable amount of time prior to such proposed filing or use, as the case may be, and will not file or use any such
document to which the Representative or counsel for the Underwriters shall reasonably object.

(c)          The Company will use its best efforts to qualify the Shares for offering and sale under the securities laws of such jurisdictions as the Underwriters
may reasonably request and to comply with such laws so as to permit the continuance of sales and dealings therein in such jurisdictions for as long as may be necessary to
complete the distribution of the Shares, provided that nothing in this Section 5(c) shall require the Company to qualify as a foreign corporation in any jurisdiction in which it is
not already so qualified, or to file a general consent to service of process in any jurisdiction.
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(d)          The Company has furnished or will deliver, upon request, to the Representative, without charge, two (2) signed copies of the Initial Registration
Statement as originally filed, any Rule 462(b) Registration Statement and of each amendment to each (including exhibits filed therewith or incorporated by reference therein)
and signed copies of all consents and certificates of experts, and will also, upon request, deliver to the Representative, without charge, a conformed copy of the Registration
Statement as originally filed and of each amendment thereto (without exhibits) for each of the Underwriters.  The copies of the Registration Statement and each amendment
thereto furnished to the Underwriters will be identical to the electronically transmitted copies thereof filed with the Commission pursuant to EDGAR, except to the extent
permitted by Regulation S-T.

(e)          The Company has delivered to each Underwriter, without charge, as many written and electronic copies of each Preliminary Prospectus or the
Pricing Prospectus as such Underwriter reasonably requested, and the Company hereby consents to the use of such copies for purposes permitted by the Securities Act.  The
Company will furnish to each Underwriter, without charge, prior to 5:00 P.M. New York time on the business day next succeeding the date of this Agreement and from time
to time thereafter during the period when the Prospectus is required to be delivered in connection with sales of the Shares under the Securities Act or the Exchange Act or in
lieu thereof, the notice referred to in Rule 173(a) under the Securities Act, such number of written and electronic copies of the Prospectus (as amended or supplemented) as
such Underwriter may reasonably request.  The Prospectus and any amendments or supplements thereto furnished to the Underwriters will be identical to the electronically
transmitted copies thereof filed with the Commission pursuant to EDGAR, except to the extent permitted by Regulation S-T.

(f)          The Company will comply with the Securities Act and the Rules and Regulations so as to permit the completion of the distribution of the Shares as
contemplated in this Agreement and in the Prospectus.  If at any time when, in the opinion of counsel for the Underwriters, a prospectus is required to be delivered in
connection with sales of the Shares under the Securities Act or the Exchange Act (or in lieu thereof, the notice referred to in Rule 173(a) under the Securities Act), any event
shall occur or condition shall exist as a result of which it is necessary, in the opinion of counsel for the Underwriters or for the Company, to amend the Registration Statement
or amend or supplement the Prospectus in order that the Prospectus will not include any untrue statements of a material fact or omit to state a material fact necessary in order
to make the statements therein not misleading in the light of the circumstances existing at the time it (or in lieu thereof, the notice referred to in Rule 173(a) under the
Securities Act) is delivered to a purchaser, or if it shall be necessary, in the opinion of either such counsel, at any such time to amend the Registration Statement or amend or
supplement the Prospectus in order to comply with the requirements of the Securities Act or the Rules and Regulations, the Company will promptly prepare and file with the
Commission, subject to Section 5(b), such amendment or supplement as may be necessary to correct such statement or omission or to make the Registration Statement or the
Prospectus comply with such requirements, and the Company will furnish to the Underwriters such number of written and electronic copies of such amendment or supplement
as the Underwriters may reasonably request.  The Company will provide the Representative with notice of the occurrence of any event during the period specified above that
may give rise to the need to amend or supplement the Registration Statement or the Prospectus as provided in the preceding sentence promptly after the occurrence of such
event.  If at any time following the distribution of any Written Testing-the-Waters Communication there occurred or occurs an event or development as a result of which such
Written Testing-the-Waters Communication included or would include an untrue statement of a material fact or omitted or would omit to state a material fact necessary in
order to make the statements therein, in the light of the circumstances existing at that subsequent time, not misleading, the Company will promptly notify the Representative
and will promptly amend or supplement, at its own expense, such Written Testing-the-Waters Communication to eliminate or correct such untrue statement or omission.
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(g)          The Company will make generally available (within the meaning of Section 11(a) of the Securities Act) to its security holders and to the
Representative as soon as practicable, but not later than 45 days after the end of its fiscal quarter in which the first anniversary date of the effective date of the Registration
Statement occurs, an earnings statement (in form complying with the provisions of Rule 158 under the Securities Act) covering a period of at least twelve consecutive months
beginning after the effective date of the Registration Statement.

(h)          The Company will use the net proceeds received by it from the sale of the Shares in the manner specified in the Registration Statement, the Pricing
Prospectus and the Prospectus under the heading “Use of Proceeds”.

(i)          The Company will use its best efforts to effect and maintain the listing of the Common Stock (including the Shares) on the NYSE.

(j)          During a period of 180 days from the date of the Prospectus, the Company will not, without the prior written consent of the Representative, (i)
offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, lend or
otherwise transfer or dispose of, directly or indirectly, any Common Stock or any securities convertible into or exercisable or exchangeable for Common Stock or (ii) enter
into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of ownership of Common Stock, whether any such transaction
described in clause (i) or (ii) above is to be settled by delivery of Common Stock or such other securities, in cash or otherwise, other than (1) the Shares to be sold hereunder,
(2) the issuance of equity awards to acquire shares of Common Stock via exercise or vesting granted pursuant to the Company’s benefit plans existing on the date hereof that
are referred to in the Prospectus, as such plans may be amended pursuant to past practices, (3) the issuance of shares of Common Stock upon the exercise or vesting of any
equity awards granted pursuant to the Company’s benefit plans existing on the date hereof that are referred to in the Prospectus, as such plans may be amended, or (4) the
issuance of shares of Common Stock upon the conversion of the Company’s issued and outstanding convertible promissory notes and Series F Preferred Stock and the
exercise of the Company’s issued and outstanding warrants, in each case as exists on the date hereof, that are referred to in the Registration Statement.

(k)          If the Representative, in its sole discretion, agrees to release or waive the restrictions set forth in a “lock-up” agreement described in Section 8(l)
hereof for an officer or director of the Company and provides the Company with notice of the impending release or waiver at least three business days before the effective date
of the release or waiver, the Company agrees to announce the impending release or waiver by a press release substantially in the form of Exhibit C hereto through a major
news service at least two business days before the effective date of the release or waiver.

18



(l)          The Company, during the period when the Prospectus is required to be delivered in connection with sales of the Shares under the Securities Act or
the Exchange Act (or in lieu thereof, the notice referred to in Rule 173(a) under the Securities Act), will file all documents required to be filed with the Commission pursuant
to the Exchange Act within the time periods required by the Exchange Act and the rules and regulations of the Commission thereunder.

(m)          During a period of five years from the effective date of the Registration Statement, the Company will (A) (i) furnish to the Underwriters copies of
all reports or other communications (financial or other) furnished to shareholders generally, and (ii) deliver to the Underwriters as soon as they are available, copies of any
reports and financial statements furnished to or filed with the Commission or any national securities exchange on which any class of securities of the Company is listed;
provided that the Company will be deemed to have furnished such information in (A) to the extent such information is filed on EDGAR; and (B) such additional information
concerning the business and financial condition of the Company as the Underwriters may from time to time reasonably request (such financial statements to be on a
consolidated basis to the extent the accounts of the Company and the Subsidiaries are consolidated in reports furnished to its shareholders generally or to the Commission).

(n)          If the Company elects to rely upon Rule 462(b) under the Securities Act, the Company will file a Rule 462(b) Registration Statement with the
Commission in compliance with Rule 462(b) by 10:00 P.M., Washington, D.C. time, on the date of this Agreement, and at the time of filing either to pay to the Commission
the filing fee for the Rule 462(b) Registration Statement or to give irrevocable instructions for the payment of such fee pursuant to Rule 111(b) under the Securities Act.

(o)          If so requested by the Representative, the Company shall cause to be prepared and delivered, at its expense, within one business day from the
effective date of this Agreement, to the Representative an “electronic Prospectus” to be used by the Underwriters in connection with the offering and sale of the Shares. As
used herein, the term “electronic Prospectus” means a form of the most recent Preliminary Prospectus, any Issuer Free Writing Prospectus, the Pricing Prospectus or the
Prospectus, and any amendment or supplement thereto, that meets each of the following conditions:  (i) it shall be encoded in an electronic format, satisfactory to the
Representative, that may be transmitted electronically by the Representative and the other Underwriters to offerees and purchasers of the Shares, (ii) it shall disclose the same
information as such paper Preliminary Prospectus, Issuer Free Writing Prospectus, the Pricing Prospectus or the Prospectus, as the case may be; and (iii) it shall be in or
convertible into a paper format or an electronic format, satisfactory to the Representative, that will allow investors to store and have continuously ready access to such
Preliminary Prospectus, Issuer Free Writing Prospectus, the Pricing Prospectus or the Prospectus at any future time, without charge to investors (other than any fee charged for
subscription to the Internet generally).
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6.          (a)          The Company represents and agrees that, without the prior consent of the Representative, it has not made and will not make any offer relating to the
Shares that would constitute a “free writing prospectus” as defined in Rule 405 under the Securities Act; each Underwriter represents and agrees that, without the prior
consent of the Company and the Representative, it has not made and will not make any offer relating to the Shares that would constitute a free writing prospectus required to
be filed with the Commission; any such free writing prospectus the use of which has been consented to by the Company and the Representative is listed on Schedule II hereto;

(a)          The Company has complied and will comply with the requirements of Rule 433 under the Securities Act applicable to any Issuer Free Writing
Prospectus, including timely filing with the Commission or retention where required and legending; the Company represents that it has satisfied and agrees that it will satisfy
the conditions under Rule 433 under the Securities Act to avoid a requirement to file with the Commission any electronic road show;

(b)          The Company agrees that if at any time following issuance of an Issuer Free Writing Prospectus any event occurred or occurs as a result of which
such Issuer Free Writing Prospectus would conflict with the information in the Registration Statement, the Pricing Prospectus or the Prospectus or would include an untrue
statement of a material fact or omit to state any material fact necessary in order to make the statements therein, in light of the circumstances then prevailing, not misleading,
the Company will give prompt notice thereof to the Representative and, if requested by the Representative, will prepare and furnish without charge to each Underwriter an
Issuer Free Writing Prospectus or other document which will correct such conflict, statement or omission.

7.          (a)          The Company covenants and agrees with the several Underwriters that, whether or not the transactions contemplated by this Agreement are
consummated, the Company will pay or cause to be paid all expenses incident to the performance of its obligations under this Agreement, including the fees and expenses of
the Company’s accountants and counsel, and expenses incurred in connection with (i) the preparation, printing, filing, mailing and delivery of the Registration Statement,
each Preliminary Prospectus, any Issuer Free Writing Prospectus, the Pricing Prospectus and the Prospectus and amendments and supplements, including fees payable to the
Commission and FINRA, (ii) if  applicable, the listing or qualification of the Common Stock, including the Shares, for trading on the NYSE; (iii) the printing and mailing of
this Agreement and related documents; (iv) the issuance, transfer and delivery of the Shares, including issue and transfer taxes, if any; (v) the qualification, registration or
exemption,  if required, of the Shares under the securities laws of those states  in which the Representative determines to offer the Shares, including the costs of preparing,
printing and mailing “Blue Sky” survey and the fees and disbursements of counsel to the Underwriters in connection therewith; (vi) any filings with FINRA; (vii) the cost of
any required due diligence procedures by the Underwriters with respect to any patent or intellectual property rights of the Company; (viii) the Company’s travel in connection
with “roadshow” informational meetings and presentations for the brokerage community and institutional investors; (ix) settlement in same day funds, if desired by the
Company; (x) registrar and transfer agent fees; and (xi) all other costs and expenses incident to the performance of its obligations hereunder which are not otherwise
specifically provided for in this Section 7(a).
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(a)          The Company will reimburse the Representative for its reasonable out-of-pocket expenses, including legal fees and disbursements, incurred in
connection with the purchase and sale of the Securities contemplated hereby up to an aggregate of $150,000; provided that if this Agreement is terminated pursuant to Section
10, the Company will reimburse the Representative up to $50,000 in the aggregate for all out-of-pocket disbursements (including, but not limited to, reasonable fees and
disbursements of counsel, travel expenses, postage, facsimile and telephone charges) incurred by the Representative in connection with its investigation, preparing to market
and marketing the Shares or in contemplation of performing its obligations hereunder.

8.          The several obligations of the Underwriters hereunder to purchase the Shares on the Closing Date or each Option Closing Date, as the case may be, are
subject to the performance by the Company of its obligations hereunder and to the following additional conditions:

(a)          The Prospectus shall have been filed with the Commission pursuant to Rule 424(b) under the Securities Act within the applicable time period
prescribed for such filing by the Rules and Regulations and in accordance with Section 5(a); all material required to be filed by the Company pursuant to Rule 433(d) under
the Securities Act shall have been filed with the Commission within the applicable time period prescribed for such filing by Rule 433 under the Securities Act; if the Company
has elected to rely upon Rule 462(b) under the Securities Act, the Rule 462(b) Registration Statement shall have become effective by 10:00 P.M., Washington, D.C. time, on
the date of this Agreement; no stop order suspending the effectiveness of the Registration Statement or any part thereof or the Prospectus or any part thereof or any Issuer Free
Writing Prospectus shall have been issued and no proceeding for that purpose shall have been initiated or threatened by the Commission or any state securities commission;
and all requests for additional information on the part of the Commission shall have been complied with to the Underwriters’ reasonable satisfaction.

(b)          The representations and warranties of the Company contained herein are true and correct on and as of the Closing Date or the Option Closing Date,
as the case may be, as if made on and as of the Closing Date or the Option Closing Date, as the case may be, and the Company shall have complied with all agreements and
all conditions on its part to be performed or satisfied hereunder at or prior to the Closing Date or the Option Closing Date, as the case may be.

(c)          Subsequent to the execution and delivery of this Agreement and prior to the Closing Date or the Option Closing Date, as the case may be, there
shall not have occurred any downgrading, nor shall any notice have been given of (i) any downgrading, (ii) any intended or potential downgrading or (iii) any review or
possible change that does not indicate an improvement, in the rating accorded any securities of or guaranteed by the Company or any Subsidiary by any “nationally
recognized statistical rating organization”, as such term is defined for purposes of Rule 436(g)(2) under the Securities Act.

(d)          (i)          Neither the Company nor any Subsidiary shall have sustained since the date of the latest audited financial statements included in the
Pricing Prospectus any material loss or interference with its business from fire, explosion, flood or other calamity, whether or not covered by insurance, or from any labor
dispute or court or governmental action, order or decree, otherwise than as set forth or contemplated in the Pricing Prospectus, and (ii) since the respective dates as of which
information is given in the Registration Statement and the Prospectus, (1) there shall not have been any change in the capital stock or long-term debt of the Company or any
Subsidiary or (2) there shall not have been any material adverse change, or any development that would reasonably be expected to result in a prospective material adverse
change, in or affecting the general affairs, business, prospects, management, financial position, stockholders’ equity or results of operations of the Company and the
Subsidiaries, considered as one enterprise, the effect of which, in any such case described in clause (i) or (ii), is in the judgment of the Representative so material and adverse
as to make it impracticable or inadvisable to proceed with the public offering or the delivery of the Shares being delivered at such Closing Date or Option Closing Date, as the
case may be, on the terms and in the manner contemplated in the Registration Statement, the Pricing Prospectus or the Prospectus.
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(e)          the Representative shall have received on and as of the Closing Date or the Option Closing Date, as the case may be, a certificate of two executive
officers of the Company, at least one of whom has specific knowledge about the Company’s financial matters, satisfactory to the Representative, to the effect (1) set forth in
Sections 8(b) (with respect to the respective representations, warranties, agreements and conditions of the Company) and 8(c), (2) that none of the situations set forth in clause
(i) or (ii) of Section 8(d) shall have occurred and (3) that no stop order suspending the effectiveness of the Registration Statement has been issued and to the knowledge of the
Company, no proceedings for that purpose have been instituted or are pending or contemplated by the Commission;

(f)          On the Closing Date or Option Closing Date, as the case may be, Meister Seelig & Fein LLP, counsel for the Company, shall have furnished to the
Representative their favorable written opinion, dated the Closing Date or the Option Closing Date, as the case may be, in form and substance satisfactory to counsel for the
Underwriters.

(g)          On the effective date of the Registration Statement and, if applicable, the effective date of the most recently filed post-effective amendment to the
Registration Statement, Ernst & Young LLP shall have furnished to the Representative a letter, dated the date of delivery thereof, in form and substance satisfactory to the
Representative, containing statements and information of the type customarily included in accountants’ “comfort letters” to underwriters with respect to the financial
statements and certain financial information contained in the Registration Statement and the Prospectus.

(h)          On the Closing Date or Option Closing Date, as the case may be, the Representative shall have received from Ernst & Young LLP a letter, dated
the Closing Date or such Option Closing Date, as the case may be, to the effect that they reaffirm the statements made in the letter or letters furnished pursuant to Section 8(g),
except that the specified date referred to shall be a date not more than three business days prior to the Closing Date or such Option Closing Date, as the case may be.

(i)          On the Closing Date or Option Closing Date, as the case may be, Dorsey & Whitney LLP, counsel for the Underwriters, shall have furnished to the
Representative its negative assurance letter in form and substance reasonably satisfactory to the Representative.
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(j)          The Shares to be delivered on the Closing Date or Option Closing Date, as the case may be, shall have been approved for listing on the NYSE,
subject only to official notice of issuance.

(k)          FINRA shall have confirmed that it has not raised any objection with respect to the fairness and reasonableness of the underwriting terms and
conditions.

(l)          The Representative shall have received “lock-up” agreements, each substantially in the form of Exhibit B hereto, from all shareholders holding five
percent or more of the Company’s outstanding Common Stock, and all officers and directors of the Company and such agreements shall be in full force and effect on the
Closing Date or Option Closing Date, as the case may be.

(m)          On or prior to the Closing Date or Option Closing Date, as the case may be, the Company shall have furnished to the Representative such further
information, certificates and documents as the Representative shall reasonably request.

(n)          On or after the Applicable Time there shall not have occurred any of the following: (i) a suspension or material limitation in trading in securities
generally on the NYSE; (ii) a suspension or material limitation in trading in the Company’s securities on the NYSE; (iii) a general moratorium on commercial banking
activities declared by any of Federal or New York State authorities or a material disruption in commercial banking or securities settlement or clearance services in the United
States; (iv) the outbreak or escalation of hostilities involving the United States or the declaration by the United States of a national emergency or war or (v) the occurrence of
any other calamity or crisis or any change in financial, political or economic conditions in the United States or elsewhere, if the effect of any such event specified in clause (iv)
or (v) in the judgment of the Representative makes it impracticable or inadvisable to proceed with the public offering or the delivery of the Shares being delivered at such
Closing Date or Option Closing Date, as the case may be, on the terms and in the manner contemplated in the Prospectus;

If any condition specified in this Section 8 shall not have been fulfilled when and as required to be fulfilled, this Agreement may be terminated, subject to the
provisions of Section 12, by the Representative by notice to the Company at any time at or prior to the Closing Date or Option Closing Date, as the case may be, and such
termination shall be without liability of any party to any other party, except as provided in Section 12.
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9.          (a)          The Company agrees to indemnify and hold harmless each Underwriter and each person, if any, who controls any Underwriter within the meaning
of Section 15 of the Securities Act or Section 20(a) of the Exchange Act against any and all losses, liabilities, claims, damages and expenses whatsoever as incurred (including
without limitation, reasonable attorneys’ fees and any and all reasonable expenses whatsoever incurred in investigating, preparing or defending against any litigation,
commenced or threatened, or any claim whatsoever, and any and all amounts paid in settlement of any claim or litigation), joint or several, to which they or any of them may
become subject under the Securities Act, the Exchange Act or otherwise, insofar as such losses, liabilities, claims, damages or expenses (or actions in respect thereof) arise out
of or are based upon any untrue statement or alleged untrue statement of a material fact contained in the Initial Registration Statement, as originally filed or any amendment
thereof, the Registration Statement, or any post-effective amendment thereof, any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or in any supplement
thereto or amendment thereof, any Issuer Free Writing Prospectus, any Written Testing-the-Waters Communication, or any “issuer information” filed or required to be filed
pursuant to Rule 433(d) under the Securities Act, or arise out of or are based upon the omission or alleged omission to state therein a material fact required to be stated therein
or necessary to make the statements therein, in the light of the circumstances under which they were made, not misleading; provided, however, that the Company will not be
liable in any such case to the extent that any such loss, liability, claim, damage or expense arises out of or is based upon any such untrue statement or alleged untrue statement
or omission or alleged omission made in the Initial Registration Statement, as originally filed or any amendment thereof, the Registration Statement, or any post-effective
amendment thereof, any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or in any supplement thereto or amendment thereof, any Issuer Free Writing
Prospectus, or any Written Testing-the-Waters Communication in reliance upon and in strict conformity with written information furnished to the Company by or on behalf of
any Underwriter through the Representative expressly for use therein, it being understood and agreed that the only such information furnished by any Underwriter is the
information described as such in Section 9(b) below.

(b)          Each Underwriter severally, and not jointly, agrees to indemnify and hold harmless the Company, each of the directors of the Company, each of
the officers of the Company who shall have signed the Registration Statement, and each other person, if any, who controls the Company within the meaning of Section 15 of
the Securities Act or Section 20(a) of the Exchange Act, against any losses, liabilities, claims, damages and expenses whatsoever as incurred (including without limitation,
reasonable attorneys’ fees and any and all reasonable expenses whatsoever incurred in investigating, preparing or defending against any litigation, commenced or threatened,
or any claim whatsoever, and any and all amounts paid in settlement of any claim or litigation), joint or several, to which they or any of them may become subject under the
Securities Act, the Exchange Act or otherwise, insofar as such losses, liabilities, claims, damages or expenses (or actions in respect thereof) arise out of or are based upon any
untrue statement or alleged untrue statement of a material fact contained in the Initial Registration Statement, as originally filed or any amendment thereof, the Registration
Statement, or any post-effective amendment thereof, or any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or in any supplement thereto or amendment
thereof, any Issuer Free Writing Prospectus or any Written Testing-the-Waters Communication, or arise out of or are based upon the omission or alleged omission to state
therein a material fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances under which they were made, not misleading,
in each case to the extent, but only to the extent, that any such loss, liability, claim, damage or expense arises out of or is based upon any such untrue statement or alleged
untrue statement or omission or alleged omission made therein in reliance upon and in strict conformity with written information furnished to the Company by or on behalf of
such Underwriter through the Representative expressly for use therein, it being understood and agreed that the only such information furnished by any Underwriter consists of
the following information in the Prospectus furnished on behalf of each Underwriter:  the first three sentences in the first paragraph under the subheading “Underwriting –
Commissions and Discounts,” the second sentence in the second paragraph under the subheading “Underwriting – Penalty Bids,” and the paragraph under the subheading
“Underwriting – Discretionary Sales.”
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(c)          Promptly after receipt by an indemnified party under Section 9(a) or 9(b) of notice of the commencement of any action, such indemnified party
shall, if a claim in respect thereof is to be made against the indemnifying party under such Section, notify each party against whom indemnification is to be sought in writing
of the commencement thereof (but the failure so to notify an indemnifying party shall not relieve it from any liability which it may have under this Section 9).  In case any
such action is brought against any indemnified party, and it notifies an indemnifying party of the commencement thereof, the indemnifying party will be entitled to participate
therein, and jointly with any other indemnifying party similarly notified, to the extent it may elect by written notice delivered to the indemnified party promptly after receiving
the aforesaid notice from such indemnified party, to assume the defense thereof with counsel reasonably satisfactory to such indemnified party (who shall not, except with the
consent of the indemnified party, be counsel to the indemnified party).  Notwithstanding the foregoing, the indemnified party or parties shall have the right to employ its or
their own counsel in any such case, but the fees and expenses of such counsel shall be at the expense of such indemnified party or parties unless (i) the employment of such
counsel shall have been authorized in writing by one of the indemnifying parties in connection with the defense of such action, (ii) the indemnifying parties shall not have
employed counsel to have charge of the defense of such action within a reasonable time after notice of commencement of the action, or (iii) such indemnified party or parties
shall have reasonably concluded that there may be defenses available to it or them which are different from or additional to those available to one or all of the indemnifying
parties (in which case the indemnifying parties shall not have the right to direct the defense of such action on behalf of the indemnified party or parties), in any of which
events such fees and expenses shall be borne by the indemnifying parties.  In no event shall the indemnifying parties be liable for fees and expenses of more than one counsel
(in addition to any local counsel) separate from their own counsel for all indemnified parties in connection with any one action or separate but similar or related actions in the
same jurisdiction arising out of the same general allegations or circumstances, which counsel, in the event of indemnified parties under Section 9(a), shall be selected by the
Representative.  No indemnifying party shall, without the written consent of the indemnified party, effect the settlement or compromise of, or consent to the entry of any
judgment with respect to, any pending or threatened action or claim in respect of which indemnification or contribution may be sought hereunder (whether or not the
indemnified party is an actual or potential party to such action or claim) unless such settlement, compromise or judgment (i) includes an unconditional release of the
indemnified party from all liability arising out of such action or claim and (ii) does not include a statement as to or an admission of fault, culpability or a failure to act, by or
on behalf of any indemnified party.

(d)          If the indemnification provided for in this Section 9 is unavailable to or insufficient to hold harmless an indemnified party under Section 9(a) or
9(b) in respect of any losses, liabilities, claims, damages or expenses (or actions in respect thereof) referred to therein, then each indemnifying party shall contribute to the
amount paid or payable by such indemnified party as a result of such losses, liabilities, claims, damages or expenses (or actions in respect thereof) in such proportion as is
appropriate to reflect the relative benefits received by the Company on the one hand and the Underwriters on the other from the offering of the Shares.  If, however, the
allocation provided by the immediately preceding sentence is not permitted by applicable law, then each indemnifying party shall contribute to such amount paid or payable
by such indemnified party in such proportion as is appropriate to reflect not only such relative benefits but also the relative fault of the Company  on the one hand and the
Underwriters on the other in connection with the statements or omissions which resulted in such losses, liabilities, claims, damages or expenses (or actions in respect thereof),
as well as any other relevant equitable considerations.  The relative benefits received by the Company on the one hand and the Underwriters on the other from the offering of
the Shares shall be deemed to be in the same proportion as the total net proceeds from the offering (before deducting expenses) received by the Company bear to the total
underwriting discounts and commissions received by the Underwriters, in each case as set forth in the table on the cover page of the Prospectus.  The relative fault shall be
determined by reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the omission or alleged omission to state a material fact
relates to information supplied by the Company on the one hand or the Underwriters on the other and the parties’ relative intent, knowledge, access to information and
opportunity to correct or prevent such statement or omission.
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The Company and the Underwriters agree that it would not be just and equitable if contributions pursuant to this Section 9(e) were determined by pro rata allocation
(even if the Underwriters were treated as one entity for such purpose) or by any other method of allocation which does not take account of the equitable considerations
referred to above in this Section 9 (d).  The amount paid or payable by an indemnified party as a result of the losses, liabilities, claims, damages or expenses (or actions in
respect thereof) referred to above in this Section 9(d) shall be deemed to include any legal or other expenses reasonably incurred by such indemnified party in connection with
investigating or defending any such action or claim.  Notwithstanding the provisions of this subsection (d), no Underwriter shall be required to contribute any amount in
excess of the amount of the underwriting discount applicable to the Shares to be purchased by such Underwriter hereunder actually received by such Underwriter.

No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from any person who
was not guilty of such fraudulent misrepresentation.  The Underwriters’ obligations in this Section 9(d) to contribute are several in proportion to their respective underwriting
obligations and not joint.

(d)          The obligations of the parties to this Agreement contained in this Section 9 are not exclusive and shall not limit any rights or remedies which may
otherwise be available to any indemnified party at law or in equity.

10.          If any Underwriter or Underwriters default in its or their obligations to purchase Shares hereunder on the Closing Date or any Option Closing Date and the
aggregate number of Shares that such defaulting Underwriter or Underwriters agreed but failed to purchase does not exceed 10% of the total number of Shares that the
Underwriters are obligated to purchase on such Closing Date or Option Closing Date, as the case may be, the Representative may make arrangements satisfactory to the
Company for the purchase of such Shares by other persons, including any of the Underwriters, but if no such arrangements are made by such Closing Date or Option Closing
Date, as the case may be, the non-defaulting Underwriters shall be obligated severally, in proportion to their respective commitments hereunder, to purchase the Shares that
such defaulting Underwriters agreed but failed to purchase on such Closing Date or Option Closing Date, as the case may be.  If any Underwriter or Underwriters so default
and the aggregate number of Shares with respect to which such default or defaults occur exceeds 10% of the total number of Shares that the Underwriters are obligated to
purchase on such Closing Date or Option Closing Date, as the case may be, and arrangements satisfactory to the Representative and the Company for the purchase of such
Shares by other persons are not made within forty-eight (48) hours after such default, this Agreement will terminate, subject to the provisions of Section 12, without liability
on the part of any non-defaulting Underwriter or the Company, except as provided in Section 12.  Nothing herein will relieve a defaulting Underwriter from liability for its
default.
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In the event of any such default which does not result in a termination of this Agreement, either the Representative or the Company shall have the right to postpone
the Closing Date or the relevant Option Closing Date, as the case may be, for a period not exceeding five full business days in order to effect any required changes in the
Registration Statement or Prospectus or in any other documents or arrangements.  As used in this Agreement, the term “Underwriter” includes any person substituted for an
Underwriter under this Section 10.

11.          Notwithstanding anything herein contained, this Agreement (or the obligations of the several Underwriters with respect to any Option Shares which have
yet to be purchased) may be terminated, subject to the provisions of Section 12, in the absolute discretion of the Representative, by notice given to the Company, if after the
execution and delivery of this Agreement and prior to the Closing Date or the Option Closing Date, as the case may be, (a) trading generally on the American Stock
Exchange, the NYSE, the NASDAQ Global Select Market, the NASDAQ Global Market or the NASDAQ Capital Market shall have been suspended or materially limited, or
minimum or maximum prices for trading have been fixed, or maximum ranges for prices have been required, by any of said exchanges or by such system or by order of the
Commission, FINRA or any other governmental or regulatory authority, (b) trading of any securities of or guaranteed by the Company or any Subsidiary shall have been
suspended on any exchange or in any over-the-counter market, (c) a general moratorium on commercial banking activities in New York shall have been declared by Federal or
New York State authorities or a new restriction materially adversely affecting the distribution of the Firm Shares or the Option Shares, as the case may be, shall have become
effective, or (d) there has occurred any material adverse change in the financial markets in the United States or the international financial markets, any outbreak of hostilities
or escalation thereof or other calamity or crisis or any change or development involving a prospective change in national or international political, financial or economic
conditions, in each case the effect of which is such as to make it, in the judgment of the Representative, impracticable to market the Shares to be delivered on the Closing Date
or Option Closing Date, as the case may be, or to enforce contracts for the sale of the Shares.

If this Agreement is terminated pursuant to this Section 11, such termination will be without liability of any party to any other party except as provided in
Section 12 hereof.

12.          The respective indemnities, agreements, representations, warranties and other statements of the Company or its officers and of the several Underwriters set
forth in or made pursuant to this Agreement will remain in full force and effect, regardless of any investigation, or statement as to the results thereof, made by or on behalf of
any Underwriter, the Company or any of their respective representative, officers or directors or any controlling person, and will survive delivery of and payment for the
Shares.  If this Agreement is terminated pursuant to Section 8, 10 or 11 or if for any reason the purchase of any of the Shares by the Underwriters is not consummated, the
Company shall remain responsible for the expenses to be paid or reimbursed by it pursuant to Section 7 (but only for accountable out-of-pocket expenses (including the fees
and expenses of Underwriter’s counsel) reasonably incurred by the Underwriter in connection with this Agreement or the offering contemplated hereunder, the respective
obligations of the Company and the Underwriters pursuant to Section 9 and the provisions of Sections 12, 13 and 16 shall remain in effect, and, if any Shares have been
purchased hereunder, the representations and warranties in Section 1 and all obligations under Section 5 and Section 6 shall also remain in effect.  If this Agreement shall be
terminated by the Underwriters, or any of them, under Section 8 or otherwise because of any failure or refusal on the part of the Company to comply with the terms or to fulfill
any of the conditions of this Agreement, or if for any reason the Company shall be unable to perform its obligations under this Agreement or any condition of the
Underwriters’ obligations cannot be fulfilled, the Company agrees to reimburse the Underwriters or such Underwriters as have so terminated this Agreement with respect to
themselves, severally, for all accountable out-of-pocket expenses (including the fees and expenses of its counsel) reasonably incurred by the Underwriter in connection with
this Agreement or the offering contemplated hereunder in an amount not to exceed $150,000.
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13.          This Agreement shall inure to the benefit of and be binding upon the Company and the Underwriters, the officers and directors of the Company referred to
herein, any controlling persons referred to herein and their respective successors and assigns.  Nothing expressed or mentioned in this Agreement is intended or shall be
construed to give any other person, firm or corporation any legal or equitable right, remedy or claim under or in respect of this Agreement or any provision herein contained. 
No purchaser of Shares from any Underwriter shall be deemed to be a successor or assign by reason merely of such purchase.

14.          All notices and other communications hereunder shall be in writing and shall be deemed to have been duly given upon receipt thereof by the recipient if
mailed or transmitted by any standard form of telecommunication.  Notices to the Underwriters shall be given to the Representative, c/o D.A. Davidson & Co., 611 Anton
Blvd., Suite 600, Costa Mesa, CA 92626; Attention: Joe Schimmelpfennig. Notices to the Company shall be given to it at Better Choice Company Inc., 12400 Race Track
Road, Tampa, FL 33626, Attention: Sharla A. Cook

15.          This Agreement may be signed in counterparts, each of which shall be an original and all of which together shall constitute one and the same instrument.
Counterparts may be delivered via facsimile, electronic mail (including any electronic signature covered by the U.S. federal ESIGN Act of 2000, Uniform Electronic
Transactions Act, the Electronic Signatures and Records Act or other applicable law, e.g., www.docusign.com) or other transmission method and any counterpart so delivered
shall be deemed to have been duly and validly delivered and be valid and effective for all purposes.

16.          THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK
WITHOUT REGARD TO SUCH STATE’S PRINCIPLES OF CONFLICTS OF LAWS.
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17.          The parties hereby submit to the jurisdiction of and venue in the federal courts located in the City of New York, New York in connection with any dispute
related to this Agreement, any transaction contemplated hereby, or any other matter contemplated hereby.

18.          The Company acknowledges and agrees that (i) the purchase and sale of the Shares pursuant to this Agreement, including the determination of the public
offering price of the Shares and any related discounts and commissions, is an arm’s-length commercial transaction between the Company on the one hand, and the several
Underwriters, on the other, (ii) in connection therewith and with the process leading to such transaction each Underwriter is acting solely as a principal and not the agent or
fiduciary of the Company or its respective stockholders, creditors, employees or any other party, (iii) no Underwriter has assumed an advisory or fiduciary responsibility in
favor of the Company with respect to the offering contemplated hereby or the process leading thereto (irrespective of whether such Underwriter has advised or is currently
advising the Company on other matters) or any other obligation to the Company except the obligations expressly set forth in this Agreement, and (iv) the Company has
consulted its own legal and financial advisors to the extent it deemed appropriate.  The Company agrees that it will not claim that the Underwriters, or any of them, has
rendered advisory services of any nature or respect, or owes a fiduciary or similar duty to the Company, in connection with such transaction or the process leading thereto.

19.          The Company acknowledges that each of the Underwriters is a full service securities firm and as such from time to time, subject to applicable securities
laws, may effect transaction for its own account or the account of its customers and hold long or short positions in debt or equity securities of the companies that may be the
subject of the transactions contemplated by this Agreement.

20.          This Agreement supersedes all prior agreements and understandings (whether written or oral) between the Company and the Underwriters, or any of them,
with respect to the subject matter hereof.

21.          The Company and each of the Underwriters hereby irrevocably waives, to the fullest extent permitted by applicable law, any and all right to trial by jury in
any legal proceeding arising out of or relating to this Agreement or the transactions contemplated hereby.
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If the foregoing is in accordance with your understanding of our agreement, please sign and return to the Company a counterpart hereof, whereupon this instrument
will become a binding agreement among the Company and the Underwriters.

 Very truly yours,
   
 BETTER CHOICE COMPANY INC.
   
 By:  
  Name:
  Title:

Accepted as of the date hereof:

D.A. DAVIDSON & CO.

By:   
Name:   
Title:   

For themselves and as Representative of the
other Underwriters named in Schedule I hereto



SCHEDULE I

Underwriter Number of Firm Shares
to be Purchased

D.A. Davidson & Co.  
  
  
  
  

Total:  



SCHEDULE II

Issuer Free Writing Prospectuses, Written Testing-the-Waters Communications and others



EXHIBIT A

lock-up agreement

BETTER CHOICE COMPANY INC.
12400 Race Track Road
Tampa, FL 33626

D.A. DAVIDSON & CO.
  As representative of the several Underwriters
    named in Schedule I hereto
611 Anton Blvd., Suite 600
Costa Mesa, CA 92626
Ladies and Gentlemen:

The undersigned refers to the proposed Underwriting Agreement (the “Underwriting Agreement”) among Better Choice Company Inc., a Delaware corporation
(the “Company”), and the several underwriters named therein (the “Underwriters”).  As an inducement to the Underwriters to execute the Underwriting Agreement in
connection with the proposed public offering (the “Offering”) of shares of the Company’s common stock, par value $0.001 per share (“Common Stock”), pursuant to a
Registration Statement on Form S-1, the undersigned hereby agrees that until the date that is 180 days after the Closing Date, as defined in the Underwriting Agreement (such
180-day period being referred to herein as the “Lock-Up Period”), the undersigned will not (and will cause any spouse or immediate family member of the spouse or the
undersigned living in the undersigned’s household, any partnership, corporation or other entity within the undersigned’s control, and any trustee of any trust that holds
Common Stock or other securities of the Company for the benefit of the undersigned or such spouse or family member not to) (1) offer, sell, contract to sell (including any
short sale), pledge, hypothecate, establish an open “put equivalent position” within the meaning of Rule 16a-1(h) under the Securities Exchange Act of 1934, as amended, (the
“Exchange Act”) grant any option, right or warrant for the sale of, purchase any option or contract to sell, sell any option or contract to purchase, or otherwise encumber,
dispose of or transfer, or grant any rights with respect to, directly or indirectly, any shares of Common Stock or securities convertible into or exchangeable or exercisable for
any shares of Common Stock (collectively, the “Lock-Up Securities”), (2) enter into a transaction which would have the same effect, or enter into any swap, hedge or other
arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of the Lock-Up Securities, whether any such  transaction described
in clause (1) or (2) is to be settled by delivery of the Lock-Up Securities, in cash or otherwise, (3) make any demand for or exercise any right with respect to the registration of
the Lock-Up Securities or (4) publicly disclose the intention to do or cause any of the foregoing, without, in each case, the prior written consent of D.A. Davidson & Co.
(“D.A. Davidson” or the “Representative”), which consent may be withheld in D.A. Davidson’s sole discretion. The undersigned acknowledges and agrees that the foregoing
precludes the undersigned from engaging in any hedging or other transactions or arrangements (including, without limitation, any short sale or the purchase or sale of, or entry
into, any put or call option, or combination thereof, forward, swap or any other derivative transaction or instrument, however described or defined) designed or intended, or
which could reasonably be expected to lead to or result in, a sale or disposition or transfer (whether by the undersigned or any other person) of any economic consequences of
ownership, in whole or in part, directly or indirectly, of any Lock-Up Securities, whether any such transaction or arrangement (or instrument provided for thereunder) would
be settled by delivery of Lock-Up Securities, in cash or otherwise.



Notwithstanding the foregoing, the undersigned may transfer the undersigned’s Lock-Up Securities without the prior written consent of the Representative:

(i) provided that (a) such transfer shall not involve a disposition for value, (b) each resulting transferee of the Company’s securities executes and delivers to the
Representative an agreement satisfactory to the Representative certifying that such transferee is bound by the terms of this lock-up agreement and has been
in compliance with the terms hereof since the date first above written as if it had been an original party hereto, (c) no filing by any party under Section 16(a)
of the Exchange Act shall be required or shall be made voluntarily in connection with such transfer:

a. as a bona fide gift or gifts;

b. to any trust or other entity for the direct or indirect benefit of the undersigned or the immediate family (as defined in Item 404(a) of Regulation S-K
under the Exchange Act) of the undersigned;

c. if the undersigned is a corporation, partnership, limited liability company, trust or other business entity and (1) transfers to another corporation,
partnership, limited liability company, trust or other business entity that is a direct or indirect affiliate (as defined in Rule 405 promulgated under the
Securities Act of 1933, as amended) of the undersigned or (2) distributes the Lock-Up Securities to limited partners, limited liability company members
or stockholders of the undersigned, or to any investment fund or other entity that controls or manages the undersigned;

(ii) via transfer by testate succession or intestate succession;

(iii) if the undersigned is an employee of the Company and transfers to the Company upon death, disability or termination of employment of such employee; or

(iv) pursuant to an order of a court or regulatory agency.

If the undersigned is an officer or director of the Company, (i) the undersigned agrees that the foregoing restrictions shall be equally applicable to any issuer-
directed or “friends and family” shares of Common Stock that the undersigned may purchase in the proposed public offering; (ii) D.A. Davidson agrees that, at least three
business days before the effective date of any release or waiver of the foregoing restrictions in connection with a transfer of the Lock-Up Securities, D.A. Davidson will notify
the Company of the impending release or waiver, and (iii) the Company has agreed in the Underwriting Agreement to announce the impending release or waiver by press
release through a major news service at least two business days before the effective date of the release or waiver.  Any release or waiver granted by D.A. Davidson hereunder
to any such officer or director shall only be effective two business days after the publication date of such press release. The provisions of this paragraph will not apply if (a)
the release or waiver is effected solely to permit a transfer not for consideration and (b) the transferee has agreed in writing to be bound by the same terms described in this
lock-up agreement to the extent and or the duration that such terms remain in effect at the time of the transfer.



In addition, the undersigned agrees that, during the Lock-Up Period, without the prior written consent of D.A. Davidson (which consent may be withheld in its sole
discretion): (a) the undersigned will not request, make any demand for or exercise any right with respect to, the registration of any Common Stock or any security convertible
into or exercisable or exchangeable for Common Stock and (b) the undersigned waives any and all notice requirements and rights with respect to the registration of any such
security pursuant to any agreement, understanding or otherwise to which the undersigned is a party.

In furtherance of the foregoing, the Company and its transfer agent and registrar are hereby authorized to (a) decline to make any transfer of shares of Common
Stock if such transfer would constitute a violation or breach of this lock-up agreement and (b) place legends and stop transfer instructions on any such shares of Common
Stock owned or beneficially owned by the undersigned. The undersigned understands that the Company and the Underwriters are relying upon this lock-up agreement in
proceeding toward consummation of the Offering. The undersigned hereby represents and warrants that the undersigned has full power and authority to enter into this lock-up
agreement. The undersigned further understands that this lock-up agreement is irrevocable and shall be binding on the undersigned and the successors, heirs, personal
representatives and assigns of the undersigned.

The undersigned understands that, if (1) the Underwriting Agreement is not executed by July 31, 2021, (2) the Underwriting Agreement (other than the provisions
thereof which survive termination) shall terminate or be terminated prior to payment for and delivery of the shares of Common Stock to be sold thereunder, or (3) D.A.
Davidson, on the one hand, or the Company, on the other hand, advises the other, prior to the execution of the Underwriting Agreement, that it has determined not to proceed
with the Offering, then this lock-up agreement shall be void and of no further force or effect.

This lock-up agreement and any claim, controversy or dispute arising under or related to this lock-up agreement shall be governed by and construed in accordance
with the laws of the State of New York, without regard to choice of law rules.

This lock-up agreement may be delivered via facsimile, electronic mail (including any electronic signature complying with the U.S. federal ESIGN Act of 2000, e.g.,
www.docusign.com or www.echosign.com) or other transmission method and any counterpart so delivered shall be deemed to have been duly and validly delivered and be
valid and effective for all purposes.



Whether or not the Offering actually occurs depends on a number of factors, including market conditions. Any Offering will only be made pursuant to the
Underwriting Agreement, the terms of which are subject to negotiation between the Company and the Underwriters.

 Very truly yours,
  
   
 Printed Name:  
 Date:  



EXHIBIT B

[Form of Press Release]

Better Choice Company Inc.
[Date]

Better Choice Company Inc. ( the “Company”) announced today that D.A. Davidson & Co., the lead book-running managing underwriter in the Company’s recent public
offering of  _______ shares of common stock, is [waiving] [releasing] a lock-up restriction with respect to _________  shares of the Company’s common stock held by
[certain officers or directors] [an officer or director] of the Company.  The [waiver] [release] will take effect on  _________,          20___, and the shares may be sold on or
after such date.

This press release is not an offer or sale of the securities in the United States or in any other jurisdiction where such offer or sale is prohibited, and such securities
may not be offered or sold in the United States absent registration or an exemption from registration under the United States Securities Act of 1933, as amended.
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 Delaware
The First State

Page 1

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A
TRUE AND CORRECT COPY OF THE CERTIFICATE OF DESIGNATION OF “BETTER CHOICE COMPANY INC.”, FILED IN THIS OFFICE ON
THE TWENTY-FIFTH DAY OF MAY, A.D. 2021, AT 9:48 O’ CLOCK A.M.

  /s/ Jeffery W. Bullocks
  Jeffery W. Bullocks, Secretary of State

 
 

7223705 8100
SR# 20212054288

 
Authentication: 203317496

Date: 05-28-21

  
You may verify this certificate online at corp.delaware.gov/authver.shtml  



CERTIFICATE OF CANCELLATION OF THE
 

AMENDED AND RESTATED CERTIFICATE OF DESIGNATIONS, PREFERENCES

AND RIGHTS OF THE

SERIES E CONVERTIBLE PREFERRED STOCK OF

BETTER CHOICE COMPANY INC.
 

The undersigned, Sharla Cook, being the Chief Financial Officer of Better Choice Company, Inc., a Delaware corporation (the “Corporation”), does hereby
certify that, pursuant to the provisions of Section 151(g) of the General Corporation Law of the State of Delaware (“DGCL”), the following resolutions were duly adopted
by unanimous written consent by the Board of Directors of the Corporation (the “Board of Directors”) on May 21, 2021, pursuant to the authority conferred upon the
Board of Directors by the provisions of the Corporation’s certificate of incorporation, as amended and in effect (the “Certificate of Incorporation”), and in accordance with
Section 141(f) of the DGCL, eliminating the designation and relative powers, preferences, rights, qualifications, limitations and restrictions of the Corporation’s Series E
Convertible Preferred Stock. These composite resolutions eliminating the designations and relative powers, preferences, rights, qualifications, limitations, and restrictions
of such Series E Convertible Preferred Stock are as follows:
 

WHEREAS, the Board of Directors previously adopted resolutions creating and authorizing a series of preferred stock designated as Series E Convertible
Preferred Stock, as originally filed with the Secretary of State of the State of Delaware on October 22, 2018, and as amended and restated and filed with the Secretary of
State of the State of Delaware on May 17, 2019 (“Series E Certificate of Designation”);
 

WHEREAS, the Certificate of Incorporation of the Corporation, as amended from time to time, authorizes preferred stock consisting of 4,000,000 shares, with a
par value $0.001 per share (“Preferred Stock”), issuable from time to time in one or more series, of which 2,900,000 shares of Preferred Stock have been designated as
Series E Convertible Preferred Stock;

 
WHEREAS, no shares of Series E Convertible Preferred Stock are outstanding as of the date hereof and no such shares of Series E Convertible Preferred Stock

shall be issued in the future;
 
WHEREAS, the Board of Directors is authorized, subject to limitations prescribed by law and by the provisions of the Certificate of Incorporation, to establish

and fix the number of shares to be included in any series of preferred stock and the designation, rights, preferences, powers and limitations of shares of such series;
 
WHEREAS, the Board of Directors has determined it is advisable and in the best interest of the Corporation and its stockholders to cancel the Series E

Certificate of Designation, strike all references to Series E Convertible Preferred Stock from the books and records of the Corporation, and return the 2,900,000 shares of
Preferred Stock previously designated as Series E Convertible Preferred Stock to authorized Preferred Stock available for issuance in accordance with the Certificate of
Incorporation and Bylaws.
 
NOW, THEREFORE, BE IT
 

 State of Delaware
Secretary of State

 Division of Corporations
 Delivered 09:48 AM 05125/2021
 FILED 09:48 AM 05/25/2021
 SR 20212054288 - File Number 7223705



RESOLVED, that pursuant to authority granted to and vested in the Board ofDirectors by the provisions of the Certificate of Incorporation and the DGCL, the
Board of Directors hereby cancels the Series E Certificate of Designation, strikes all references to Series E Convertible Preferred Stock from the books and records of the
Corporation, and returns all 2,900,000 shares of Preferred Stock previously designated shares of Series E Preferred Stock to their status as authorized Preferred Stock
available for issuance as determined by the Board of Directors; and

 
RESOLVED FURTHER, the officers of the Corporation be, and each of them individually is, in accordance with the foregoing resolutions, authorized,

empowered and directed, in the name and on behalf of the Corporation, to file with the Secretary of State of the State of Delaware a Certificate of Cancellation of the
Amended and Restated Certificate of Designation, Preferences and Rights of the Series E Convertible Preferred Stock, as such officer or officers shall deem necessary or
advisable to carry out the purposes of this resolution, and to prepare, execute and deliver any and all other agreements, amendments, certificates, reports, applications,
notices, instruments, schedules, statements, consents, letters or other documents with respect to the matters contemplated by the foregoing resolutions, and to make any
filings pursuant to federal, state or local laws, to incur any fees and expenses and to do or cause to be done any and all such other acts and things as, in the opinion of any
such officer, may be necessary, appropriate or desirable in order to comply with the applicable laws and regulations of any jurisdiction, or otherwise in order to enable the
Corporation fully and promptly to carry out the purposes and intent of the foregoing resolutions and to permit the matters contemplated thereby to be fully consummated.

[Signature Page to Follow]



 
IN WITNESS WHEREOF, this Cancellation of Amended and Restated Certificate of Designations, Preferences and Rights of the Series E Convertible Preferred

Stock of Better Choice Company Inc. has been executed by a duly authorized officer of the Corporation on this 25th day of May, 2021.

 By: /s/ Sharla Cook
  Sharla Cook, Chief Financial Officer
 



Exhibit 5.1

June 16, 2021

The Board of Directors
Better Choice Company Inc.
12400 Race Track Road
Tampa, Florida 33626

Re:          Registration Statement on Form S-1

Ladies and Gentlemen:

We have acted as counsel to Better Choice Company Inc., a Delaware corporation (the “Company”), in connection with the filing of the Registration Statement on
Form S-1 (the “Registration Statement”) with the Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended (the “Securities
Act”). The Registration Statement relates to the proposed registration by the Company of up to 4,500,000 shares of common stock, $0.001 par value per share (the “Common
Stock,” and such shares of Common Stock, the “Shares”).

In that connection, we have reviewed originals, or copies certified or otherwise identified to our satisfaction, of the following documents (collectively, the
“Documents”):

(a)          The Registration Statement and related prospectus;

(b)          The certificate of incorporation of the Company, filed as Exhibit 3.1 to the Registration Statement, as filed with the Secretary of State of the State of
Delaware on January 4, 2019, as amended by those certain certificates of amendment filed as Exhibits 3.2 – 3.5 to the Registration Statement, as filed with the Secretary of
State of the State of Delaware on February 5, 2019, March 14, 2019, April 22, 2019, July 31, 2020, respectively (collectively, the “ Certificate of Incorporation”), the
certificate of designations, powers, preferences and other rights of preferred stock and qualifications limitations and restrictions thereof of Series F Preferred Stock of the
Company, in the form filed as Exhibit 3.10 to the Registration Statement (the “Certificate of Designations” and together with the Certificate of Incorporation, the “Charter”)
and the bylaws of the Company as presently in effect, in the form filed as Exhibit 3.7 to the Registration Statement, all as certified by an officer of the Company as of a recent
date;

(c)          The Underwriting Agreement between the Company and D.A. Davidson & Co. in the form filed as Exhibit 1.1 to the Registration Statement; and

(d)          Resolutions adopted by the Company’s board of directors relating to Registration Statement.



Better Choice Company Inc.
June 16, 2021

Page 2 of 3

The opinion set forth herein is subject to the following qualifications, which are in addition to any other qualifications contained herein:

A.          We have assumed without verification the genuineness of all signatures on all documents, the authority of the parties (other than the Company) executing
such documents, the authenticity of all documents submitted to us as originals, and the conformity to original documents of all documents submitted to us as copies.

B.          The opinion set forth herein is based on existing laws, ordinances, rules, regulations, court and administrative decisions as they presently have been
interpreted and our opinion does not apply to any change in, and the effect thereof on, any of the foregoing occurring after the date hereof.

C.          We have assumed without verification that, with respect to the minutes of any meetings of the stockholders of the Company or of the Board of Directors or
any committees thereof of the Company that we have examined, due notice of the meetings was given or duly waived, the minutes accurately and completely reflect all actions
taken at the meetings and a quorum was present and acting throughout the meetings.

D.          We have assumed without verification the accuracy and completeness of the information contained in (i) the Registration Statement (including but not
limited to statements therein as to the number of shares of common stock issued and outstanding), as well as all of the other Documents and (ii) all corporate records made
available to us by the Company.

E.          The foregoing opinion is qualified to the extent that the enforceability of any document or instrument may be limited by or subject to bankruptcy,
insolvency, fraudulent transfer or conveyance, reorganization, moratorium or other similar laws relating to or affecting creditors’ rights generally, and general equitable or
public policy principles.

F.          We express no opinion herein as to the laws of any state or jurisdiction other than the General Corporation Law of the State of Delaware and the federal laws
of the United States of America. As to matters governed by the laws specified in the foregoing sentence, we have relied exclusively on the latest standard compilations of such
statutes and laws as reproduced in commonly accepted unofficial publications available to us. The opinion herein is as of the date hereof and is based on current law and facts
and circumstances.  We have no obligation, and expressly decline any undertaking, to revise or supplement this opinion or otherwise advise you should applicable law or the
existing facts and circumstances change.

Based on the foregoing, upon the assumptions that there will be no changes in the documents we have examined and the other matters referred to above, we are of the
opinion that, upon (i) due action by the Board of Directors of the Company to determine the price per share of the Shares, (ii) the due execution and delivery of the
Underwriting Agreement by the parties thereto, and (iii) the effectiveness of the Registration Statement under the Securities Act, the Shares will have been duly authorized
and, when issued upon receipt of the Company of the consideration therefor, will be validly issued, fully paid and non-assessable.



Better Choice Company Inc.
June 16, 2021

Page 3 of 3

It is understood that this opinion is to be used only in connection with the offer and sale of the Shares while the Registration Statement is in effect.

Please note that we are opining only as to the matters expressly set forth herein, and no opinion should be inferred as to any other matters.

We hereby consent to the filing of this opinion with the Commission in connection with the Registration Statement in accordance with the requirements of Item
601(b)(5) of Regulation S-K under the Securities Act. In giving such consent, we do not hereby admit that we are in the category of persons whose consent is required under
Section 7 of the Securities Act or the rules and regulations of the Commission.

Very truly yours,

/s/ Meister Seelig & Fein LLP

Meister Seelig & Fein LLP



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the reference to our firm under the caption “Experts” and to the use of our report dated March 30, 2021, in Amendment No. 1 to the Registration Statement
(Form S-1 No. 333-256405) and related Prospectus of Better Choice Company Inc. for the registration of 4,500,000 shares of its common stock.

/s/ Ernst & Young LLP

Louisville, KY
June 16, 2021


