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affected by a challenging economic chimate, meluding 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 shifl in
consumer preferences for cconomic reasons or otherwise 1o regional, local or Private Label products or other less expensive products may result i
reduced demand for our products which may affect our profitability. The keeping of peis and the purchase of pet-related products may constitute
discretionary spending for some of our consumers and any material decling in the amount of consumer discretionary spending may reduce overall
levels of pet ownership or spending on pets. As a resull, a challenging cconomic chmate may cause a decling in demand for our products which
could be disproportionate as compared to competing pel food brands since our products command a price premium. In addition, we cannot predict
how cument or worsening economic conditions will affect our retanl partners, suppliers and distributors. If economic conditions result i decreased
spending on pets and have a negative impact on our retail partners, suppliers or distributors, our business, financial condiion and resulis of
operations may be materially adversely alfected.

Chur business depends, in part, on the sufficiency and effectiveness of our marketing and trade promotion programs.

Due 1o the highly competitive nature of our industry, we must effectively and elficiently promote and market our products through
television, internet and print advertisements as well as wrade promotions and ineentives o sustain our competitive position in our market. Marketing
investments may be costly. In addition, we may, from time 1o tme. change our marketing strategies and spending, including the timing or nature of
our rade promotions and incentives. We may also change ouwr marketing strategies and spending in response to actions by our competitors and
other pet food companies, For instance, starting in the second half of 2013, the largest pet food company in the United Siates imtiaied a sigmificant
inerease in its promotional spending, which resulted in other pet food companies, including us, increasing their own promotional spending. The
sufficiency and effectiveness of our marketing and trade promotions and incentives are important o our ability to retain and/or improve our market
share and margins, IF our marketing and tracle promotions and incentives are nod successiul or if we Fail 10 implement sufTicient and effective
marketing and trade promotions and incentives or adequately respond (o changes in our competitors” marketing strategies, our business, financial
condition and results of operations may be adversely alTecied.

If we are unable fo maintain or increase prices, our marging may decrease,

Owr suceess depends in part upon our ability 1o persuade consumers to purchase our branded producis, which generally command a price
premium as compared o prices of Engineered and Privale Label products. Some products in the Engineered markel scgment may be labeled as
“natural” in accordance with the AAFCO regulatory delintion even though they do not satisly all the requirements of the Wholesome Natural
market segment. These products are oflen priced lower than ours and even i we do nol increase prices, consumers may choose 1o purchase such
products instead of ours, based on the Fact that such products cost less but yvet are stll labeled as “natural.”

We rely in part on price mereases o offset cost inereases and improve the profitability of our business. Our ability (o mamiain prices or
effectively implement price increases may be affected by a number of Tactors, including competition, efTectiveness of our marketing programs, the
continuing strength of our brand, market demand and general economic conditions, including mflationary pressures. In particular, in response o
inereased promotional activity by other pet food companies, we have ineréased our promotional spending, which has resulted in a lower average
price per pound for our products and has adversely impacted our gross margins. During challenging economic limes, consumers may be less
willing or able 1o pay a price premium for our branded products and may shifi purchases 1o lower-priced or other value offerings, making 1t more
difficult for us to maintain prices and/or effectively implement price increases. In addition, our retail partners and distributors may pressure us o
rescind price mereases that we have announced or already implemented, whether through a change in list price or increased promotional activity. IT
we are unable 1o maintain or increase prices for our
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