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Employee and Occupational Safety Regulation

We ang subject to certamn state and federal employee safety and employment practices regulations, including regulations 1ssued pursuant
to the LS. Oceupational Safety and Health Act, and regulations governing prolabited workplace discriminatory practices and conditions. These
regulations require us o comply with certain manufacturing safety standards, including protecting our employees from accidents, providing our
employees with a sale and non-hostile work environment and being an equal opportunity employer,

Environmental Regulation

As g result of our pet food manufacturing and packaging activities, we at our Heartland facility and we and our contract manufacturers at
their facilities, are subject to federal, state and local environmental laws and regulations. These govern, among other things, air emissions,
wastewater and stormwater discharges, and the treatment, handling and siorage and disposal of materials and wastes,

Manufaciuring Related Regulation

In addition, in connection with our operations at our Heartland manufacturing facility, we are subject 1o the jurisdiction of the 1S,
Department of Agriculture and certain state and local agencies which may inspect the facility and regulate health and safety issues. Crwnership of
land in Joplin, Missour and the operation of the Heartland facility also subject us to regulation by the Missouri Departiment of Natural Resources
and local planning, zoning and health agencies. The facility must also be registered with the FDA.

Legal Proceedings

We are from time to time subject to, and are presently involved in, litigation and other proceedings. Other than the liigation and related
class action lawsuils deseribed below, we believe that there are no pending lawsuits or claims that, individually or in the aggregaie, may have a
material adverse effect on our business, financial condition or resulis of operations.,

Omn May 6, 2014, Mestlé Purina filed a lawsoit against us in the United States District Court for the Eastern Dhstrict of Missour, alleging
that we have engaged in false advertising, commercial disparagement and unjust ennichment. Nestlé Puring asserts that, contrary o our advertising
claims, certain BLUE products contain chicken or poultry by-product meals, artificial preservatives and/for corm and that certain products in the
BLUE grain-free lines conlamn grains. Nestlé Punina also alleges that we have made false claims that our products (including LifeSource Bits)
prowide supenior nutntion and health benelits compared 1o our eompetitors” products. In addition, Nestlé Punna contends that we have been
unjustly enriched as consumers have paid a premium for BLUE products in reliance on these alleged false and misleading statements, at the
expense of our competitors. Nestlé Purina seeks an injunction prohibiting us from making these alleged false and misleading statements, as well as
treble damages, restitution and disgorgement of our profits, among other things. In connection with the htigation, Nestlé Punina has also issued
press releases and made other public announcements, ineluding advertising and promotional communications through emails and internet and
social media websites that make elaims similar 1o those contained in their lawsut. Nestlé Punna subsequently amended s complaint o seek a
declaratory judgment that these statements by Nestlé Punina about us are true and do nol constitute defamation. Nestlé Punna later amended 11s
complaint a second time to supplement certain allegations and (o add a claim regarding the advertising for one of our pet treats. In addition, nine
related consumer class action lawsuits were filed on vanous dates from May 2014 to July 2014, making allegations similar to Nestlé Purina’s and
secking monetary damages and injunctive relief. These related consumer class actions are consohdated under a Mulu-Distet Litigation file also
pending m the Umited States District Court for the Eastern District of Missourt.

On May 14, 2014, we Niled a lawsut against Mestlé Purina i the United States District Court for the Eastern District of Missourt, alleging
that Mestlé Purina has engaged in false advertising, unfair competition, unjust enrichment and defamation. We allege that the statements made by
Nestlé Purina advertising the
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