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Char substantiol indebiedness may have g material adverse effect on our business, financial condition and results of operations,

As of March 31, 2015, we had a wtal of $390.1 million of indebtedness, consisting of amounts outstanding under our term loan facilities,
and a total availability of $40.0 milhion under our revolving credit facility. Cur indebledness could have sigmificant consequences, including:

. requiring a substantial portion of our cash fows 1o be dedicated to debt service payvments instead of funding growth, working
capital, capital expenditures, investments or other cash requirements;

* reducing our flexibility to adjust to changing business conditions or obtain additional finaneing;

+  exposing us to the risk of increased interest rates as certain of owr borrowings, including borrowings under our term loan facilities
are at variable rates,

. making it more difficult for us to make payvments on our indebtedness,
. restricting us from making strategic acquisitions or causing us W make non-strategic divestitures,
. subjecting us to restrctive covenants that may limit our flexability in operating our business; and

. limiting our ability to oblain additional financing for working capital, capital expenditures, debl service requirements and general
corporate or olher purposes,

If outr cash from operations is not sufficient to meet our current or fufure operating needs, expenditures and debt service obligations, our
business, financial condition and results of operations may be materially adversely affected.

Our ability 1o generate cash 1o meet our operaling needs, expendilures and debt service obligations will depend on our future performance
and financial condition, which will be affected by financial, business, economie legislative, regulatory and other factors, including potential
changes in cosis, pricing, the suceess of product innovation and marketing, competitive pressure and consumer preferences. IF our cash flow and
capital resources are insulTicient 1o fund our debt service obligations and other cash needs, we could face substantial liquidity problems and could
be forced 1o reduce or delay investments and capital expenditures or to dispose of material assets or operations, seck additional debt or equity
capital or restructure or refinance our indebtedness. Our revolving credit facility and our term loan lacilities restrict our ability 1o take these actions
and we may not be able 1o alTect any such alternative measures on commercially reasonable terms or at all. I we cannol make scheduled pay ments
on our debl, the lenders under our senior secured credit Facilities can terminate their commitments Lo loan money, can declare all outstanding
principal and interest to be due and payable and foreclose against the assets securing their borrowings and we could be foreed into bankrupley or
liquidation. In addition, any downgrade of our debi ratings by any of the major rating agencies, which could result from our financial performance,
acquisitions or olher Factors, would also negatively impact our access 1o additional debt linancing (including leasing) or relinancing on favorable
terms, or at all. Even if we are successlul in taking any such aliemative actions, such actions may not allow us to meet our scheduled debt service
obligations and, as a result, our business, financial condition and resulis of operations may be malerially adversely afTected.

Failure to protect our intellectual property could harm onr competitive position or require us to incur significant expenses to enforce owr rights,

Our trademarks such as “Blue BufTalo.” “LifeSource Bits.” “Life Protection Formula,” “BLUE Basics,” “BLUE Freedom,” and “BLUE
Wildermess™ along with the BLUE shield logo, the Blue BuiTalo figure logo and the tag line “Love them like family. Feed them like family.” are
valuable assets that support our brand and consumers” perception of our products, We rely on trademark, copyright, trade secret, patent and other
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