Vital Farms, Inc.

(NASDAQ: VITL)
August 10, 2021 Corporate Presentation

REPORTING DISCLAIMER
This presentation contains, in addition to historical information, certain forward-looking statements, as defined in Private Securities Litigation Reform Act of 1995, that are based on our current assumptions, expectations and projections about future
performance and events and relate to, among other matters, our future financial performance, our business strategy, industry and market trends, future expectations concerning our market position, future operations and capital expenditures.
Statements in this release that are forward-looking include, but are not limited to, statements related to the impact of the COVID-19 pandemic on the Company’s business, the company’s ability to acquire new customers and successfully retain
existing customers and the Company’s ability to effectively manage long-term growth.
Forward-looking statements generally contain words such as "believes," "expects," "may," "will," "should," "seeks," "approximately," "intends," "plans," "estimates," "anticipates," and similar expressions. These forward-looking statements are only
predictions, not historical fact. You should, therefore, not rely on these forward-looking statements as representing our views as of any date subsequent to the date of this presentation. Forward-looking statements are based on information
available at the time those statements are made and/or management’s good faith belief as of that time with respect to future events and are subject to risks and uncertainties that could cause actual performance or results to differ materially from
those expressed in or suggested by the forward-looking statements. Important factors that could cause actual results to differ materially from expectations include, among others: the magnitude and duration of the COVID-19 pandemic; our ability
to effectively manage our growth; our ability to effectively expand our manufacturing and production capacity, forecast demand and manage our inventory; our ability to successfully enter new markets, manage our international expansion and
comply with any applicable laws and regulations; the effects of increased competition from our market competitors; the success of our marketing efforts and the ability to grow brand awareness, maintain, protect and enhance our brand, attract and
retain new customers and grow our market share; changes in consumer tastes and trends in our industry; changes in government regulations and policies; availability and prices of raw materials for our products; outcomes of legal or administrative
proceedings; the financial condition of, and our relationship with our suppliers, co-manufacturers, distributors, retailers and foodservice customers; the ability of our suppliers and co-manufacturers to comply with food safety, environmental or other
laws or regulations; and general economic conditions. We are under no duty to update any of these forward-looking statements after the date of this presentation except as otherwise required by law.
This presentation also contains estimates and other statistical data obtained from independent parties and by us relating to market size and growth and other data about our industry, customers and consumers. This data involves a number of
assumptions and limitations, and you are cautioned not to give undue weight to such estimates and data. In addition, projections, assumptions and estimates of our future performance and the future performance of the geographic and other
markets in which we operate are necessarily subject to a high degree of uncertainty and risk.
Our historical results are not necessarily indicative of the results to be expected for any future periods and our operating results for the 13-week period ended June 27, 2021 are not necessarily indicative of the results that may be expected for the
fiscal year ending December 26, 2021 or any other interim periods or any future year or period.
The trademarks included in this presentation are the property of the owners thereof and are used for reference purposes only.
Non-GAAP Financial Measures
Adjusted EBITDA is a financial measure that is not required by, or presented in accordance with generally accepted accounting principles in the United States (“GAAP”). We believe that Adjusted EBITDA, when taken together with our financial
results presented in accordance with GAAP, provides meaningful supplemental information regarding our operating performance and facilitates internal comparisons of our historical operating performance on a more consistent basis by excluding
certain items that may not be indicative of our business, results of operations or outlook. Adjusted EBITDA should not be considered as an alternative to net (loss) income, net (loss) income per share or any other performance measures derived in
accordance with GAAP as measures of operating performance, operating cash flows or liquidity. Our presentation of Adjusted EBITDA should not be construed to imply that our future results will be unaffected by these items. See the appendix to
this presentation for a reconciliation of Adjusted EBITDA to net (loss) income, the most directly comparable financial measure presented in accordance with GAAP
“Adjusted EBITDA” is defined as net (loss) income, adjusted to exclude: (1) depreciation and amortization; (2) provision for income taxes; (3) stock-based compensation expense; (4) interest expense; (5) interest income; (6) change in fair value of
contingent consideration; and (7) net litigation settlement gain.
“Adjusted EBITDA” as a % of net revenues” is defined as Adjusted EBITDA divided by net revenues.
Adjusted EBITDA is presented for supplemental informational purposes only, has limitations as an analytical tool and should not be considered in isolation or as a substitute for financial information presented in accordance with GAAP. Some of the
limitations of Adjusted EBITDA include that (1) it does not properly reflect capital commitments to be paid in the future, (2) although depreciation and amortization are non-cash charges, the underlying assets may need to be replaced and Adjusted
EBITDA does not reflect these capital expenditures, (3) it does not consider the impact of stock-based compensation expense, (4) it does reflect other non-operating expenses, including interest expense, (5) it does not consider the impact of any
contingent consideration liability valuation adjustments and (6) it does not reflect tax payments that may represent a reduction in cash available to us. In addition, our use of Adjusted EBITDA may not be comparable to similarly titled measures of
other companies because they not calculate Adjusted EBITDA in the same manner, limiting its usefulness as a comparative measure. Because of these limitations, when evaluating our performance, you should consider Adjusted EBITDA
alongside other financial measures, including our net income and other results stated in accordance with GAAP.
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Q2 2021 HIGHLIGHTS

+36.7%

8.5%

36.4%

4.5%

2-Year Net
Revenue CAGR

Adj. EBITDA Margin

Gross Margin

Household
Penetration1

#1

5.6%

#2

17,250+

U.S. Pasture-Raised
Egg Brand2

U.S. Retail Egg
Share3

BULLSH*T FREE
See appendix for a reconciliation of Adjusted EBITDA Margin
Source: SPINS, Whole Foods Market
1 Numerator panel data based on the 52 week period ending 30-Jun-2021.
2 Based on retail dollar sales for the 12 week period ending 13-Jun-2021. Brand rank excludes private label.
3 Based the 12 week period ending 27-Jun-2021.
4 Excludes Breakfast Bars and Spreadable Butter, were not on sale until post Q2 2021

U.S. Overall
Egg Brand2

Stores
Selling3

5.5mm+
Households
Purchasing

24

Total Retail SKUs4

HONEST FOOD
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OUR VALUES ARE ROOTED IN CONSCIOUS CAPITALISM
We operate a

STAKEHOLDER
MODEL

that prioritizes the long-term
benefits of each of our stakeholders

We balance

PROFIT AND
PURPOSE

to meet highest verified
standards of social and
environmental performance,
public transparency and legal
accountability

These principles guide our day-to-day operations and, we
believe, deliver a more SUSTAINABLE

SUCCESSFUL business

AND
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AN ETHICAL ALTERNATIVE TO FACTORY FARMING PRACTICES
YEAR-ROUND PRODUCTION

Snow… Brr!

Spicy-hot in the summer

A little too much rain

The Pasture Belt –
Perfect year-round for
our picky ladies!

Not quite enough rain

OUR FRAMEWORK
LIVING
CONDITIONS

Open Air, 108 Square
Feet per Hen

FEED

Omnivorous, Including
Grain, Plants, Insects

LAND
MANAGEMENT

Sustainable Practices

NETWORK

Direct Relationships with
Small Family Farms
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IMPROVING THE LIVES OF PEOPLE, ANIMALS AND THE PLANET
THROUGH FOOD
CHAMPIONING
ANIMAL WELFARE

INNOVATING
THE SUPPLY CHAIN

BUILDING
A PREMIUM BRAND

EACH DAY WE BRING ETHICAL FOOD TO THE TABLE BY SOURCING AND MARKETING
PASTURE-RAISED FOOD FROM SMALL FAMILY FARMS
6

OUR MODEL ALLOWS US TO DELIVER QUALITY AT SCALE
MORE THAN 17,250
STORES

NETWORK OF 225+ SMALL
FAMILY FARMS

RETAIL























































 
























 



























 







 



















 





































Aggregate
product
from farm
network

ECS
EGG Wash
CENTRAL
Grade
STATION
Pack
Wash, Grade, Pack,
Ship
Ship, Quality control
Quality control
HEADQUARTERS
HQ
Branding,
Selling,
Branding
Supporting
Selling
Supporting

Direct to
customer
& through
distributors

FOOD SERVICE
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BUSINESS UPDATE

VITAL FARMS GROWTH STRATEGY

1

EXPAND HOUSEHOLD PENETRATION THROUGH GREATER
CONSUMER AWARENESS

2

GROW WITHIN THE RETAIL CHANNEL

3 EXPAND PRODUCT OFFERING THROUGH INNOVATION
4 EXPAND OUR FOOTPRINT ACROSS FOODSERVICE
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WE ARE GROWING HOUSEHOLD PENETRATION THROUGH NEW
DISTRIBUTION AND INCREASING BRAND AWARENESS
HOUSEHOLD PENETRATION
VITAL FARMS EGGS & CHANGE VS. YEAR AGO
4.5%
3.8%

3.9%

4.1%

3.5%
2.9%
2.6%

Source: Numerator Household Panel
Note: Numerator data refresh adjusted historical data to reflect accurate receipt captures
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DEMONSTRATED TRACK RECORD OF PROFITABLE CATEGORY
EXPANSION

+2%

Q2 ‘21 NET REVENUE
GROWTH

2020
2020
2019
2019

Pasture-Raised
Egg Bites
Stores: 1,914

2019
2019
2008
2008
Pasture-Raised
Shell Eggs
Stores: 15,761

2015
2015

Pasture-Raised
Butter
Stores: 13,110

2018
2018
Pasture-Raised
Hard-Boiled Eggs
Stores: 1,854

Source: SPINS, Whole Foods Market
Note: Store Count figures for last 12 weeks as of 13-Jun-2021 and Year Ago

Pasture-Raised
Ghee
Stores: 2,348

Pasture-Raised
Liquid Whole Eggs
Stores: 479

36.7%

2-YEAR NET REVENUE
CAGR

36.4%
Q2 ’21 GROSS
MARGIN

8.5%

Q2 ‘21 ADJUSTED
EBITDA MARGIN
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CONTINUED STORE GROWTH ACROSS THE RETAIL CHANNEL

STORE COUNT (THOUSANDS)
MULO CHANNEL, NATURAL CHANNEL AND WHOLE FOODS

+10%

Store Count vs. Year Ago
+6%

14.7

15.6

16.4

17.3

Q2 New Distribution

12.1

Source: SPINS, Whole Foods Market
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CONTINUED PRODUCT PENETRATION GROWTH AT KEY
MAINSTREAM AND NATURAL RETAIL PARTNERS
TOTAL VITAL FARMS PLACEMENTS
(THOUSANDS)

69.0
61.6
52.6

53.1

24%

21%

23%

23%

VITAL FARMS
PLACEMENTS VS. YEAR
AGO

37.4
26%

76%

77%

79%

77%

+36%

VITAL FARMS
PLACEMENTS 2-YEAR
CAGR

74%

QUAD End
06/16/2019

+30%

QUAD End
12/29/2019

QUAD End
06/14/2020
Mainstream

Source: SPINS, Whole Foods Market
Note: Placements defined as the sum of SKU-level store counts

QUAD End
12/27/2020

QUAD End
06/13/2021

Natural
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WE HAVE BUILT A LEADING EGG BRAND THAT RESONATES WITH
CONSUMERS ACROSS THE RETAIL CHANNEL

EGG BRAND RANKING
RETAIL DOLLAR SALES

#1 Egg Brand

#2 Egg Brand

Source: SPINS, Whole Foods Market
Note: Ranking based on last 12 weeks ending 13-Jun-2021 (excluding Private Label)
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ESG & SUSTAINABILITY

OUR APPROACH TO ESG AND SUSTAINABILITY IS
GROUNDED IN OUR STAKEHOLDER MODEL
Building strong, lasting
relationships with our
growing network of family
farms and other suppliers

Creating long-term stockholder
value by building a sustainable
and resilient business

Stockholders

Being conscious
stewards of the
environment and
supporting the
communities in which
we operate

Farmers and
Suppliers

Community
and
Environment

Customers
and
Consumers

Delivering product quality
and operational
transparency to meet the
needs of our customers
and consumers

Crew
Members

Investing in the financial security,
professional development, diversity,
safety and well-being of our crew
members
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ENVIRONMENT
•

•
•

Conserving Water at ECS

Our egg processing facility, Egg Central Station
(ECS), uses Xeriscape water-conservation
techniques, employing bioretention landscaping
and permeable pavers to reduce runoff and
improve water quality in local waterways
Handwashing stations and toilets are waterefficient
Received City of Springfield Environmental
Excellence Award1

Minimizing Waste
•
•
•

Sustainable Land Use

Energy Efficiency
•
•
•

1 2018;
2

ECS uses envelope thermal insulation, light level
sensors, automatic solar shades and occupancy
sensors
LED lighting at ECS is 50% more efficient than
other forms of lighting
Underground cold storage facility utilized by
company saves 25% energy 2

practices remain in place.
relative to above ground storage, based on a third-party engineering assessment.

Packaging includes recycled, recyclable and
compostable materials
75% of our packaging is recyclable and 42% is
made with post-consumer recycled content
The carbon neutral lid on our recyclable egg
cartons projected to save 33,000 trees in 2021

•
•
•

No use of herbicides or pesticides on farms
Pasture rotation on all farms allows land to
rejuvenate naturally
ECS site landscape replanted with native
plants after facility construction for drought
resistance and soil permeability
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SOCIAL
Our Crew Members
•
•
•
•
•
•
•

Paid at least 25% above living wage
Equity incentives provided to all fulltime employees
Conducted pay equity assessment which found no systemic
inequity
Nearly half of current shift supervisors, shift leads and
leadership team at ECS promoted from within1
Health and safety measures at ECS include task automation
and ergonomic process design
100% of our ECS people leaders enrolled in our new
Leadership Academy
463 hours logged by employees in Cluck University, Vital
Farms online employee training portal

DEI

We are committed to diversity,
equity and inclusion in our
workplace and community, and
are building a foundation to
guide our plans:
• Hired a Head of DEI
• Formed a cross-functional
DEI Council with executive
management participation
• Engaged the National
Diversity Council to perform
a DEI assessment

Built in Austin Best Places
to Work recognition 2021

Our Community

Support 40 non-profits focused on environmental
conservation, animal welfare, food insecurity, and
systemic racism through funding and product
donations
1 As

of July 15, 2021

over 15 million
eggs donated in 2020
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GOVERNANCE
• One of the first Public Benefit Corporations to go public
• B Labs assessment score of 108.91

Supply Chain

•

•
•

1 As

All farmers commit to
standards of Certified
Humane® Program and are
independently audited for
compliance
Year-round outdoor access
and 108 square feet per hen
~9,000 acres of farmland that
rejuvenates naturally

of February 2018. Minimum of 80 points required for B Corporation Certification

Food Safety

Leadership

•
•
•
•

Gender-balanced Board
with independent lead
Director
Single class stock
Ranked #10 on Real
Leaders Top Impact
Companies 2021
Inc. Best in Business
honoree 2020

•
•

Safe Quality Food, or SQF,
Level 3 certification
1 of 6 companies with SQF
Select site certification
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ECS EXPANSION
UPDATE

EXPANSION OF OUR PROCESSING CAPACITY IS ON SCHEDULE

EXPECTED
COMPLETION
END Q2 2022
• 3 million additional eggs
per day
• Supports $600 million
egg business
• 153,000 square feet
ECS EXPANSION WILL DOUBLE OUR PROCESSING CAPACITY TO SUPPORT GROWTH BEYOND 2022
21

FINANCIAL
UPDATE

FINANCIAL SUMMARY HIGHLIGHTS
Q2 2021 PERFORMANCE UPDATE
Highlights
• Net revenue increased 2% (+36.7% on 2Year CAGR) to a record $60.3 million in Q2
2021 driven by continued growth in eggrelated sales driven by increased household
penetration and new distribution gains at
our retail partners
• Gross margin declined by 189 bps due to
an increase in promotional spending with
the return to a more normal cadence of
activity as we lap COVID related pantry
loading from last year, as well as higher
grain costs on shell eggs

Financial Performance
($ thousands)

Q2'21

Net Revenues

$

Q2'20
59,341

2%

983

21,933

22,698

-3%

(765)

Gross Margin %

36.4%

38.3%

-189 bps

Operating Income

3,015

9,062

-67%

(6,047)

3,883

5,936

-35%

(2,053)

9,319

-45%

(4,217)

15.7%

-725 bps

Gross Profit

Net Income
(1)

Adjusted EBITDA

Adjusted EBITDA Margin (1)

$

60,324

5,102
8.5%

$

Change $ Change

$

• Adjusted EBITDA(1) was $5.1 million in Q2
2021 primarily due to incremental costs
from becoming a public company, higher
freight costs, lower gross margin, and
incremental marketing investments

(1) See appendix for reconciliation of Adjusted EBITDA and Adjusted EBITDA Margin
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FINANCIAL SUMMARY HIGHLIGHTS
NET REVENUE GROWTH
Net Revenues Summary

Net Revenues by Product
Y/Y Growth Rate %

Year-Over-Year and Quarterly Net Revenue Growth

2020 YTD

2021 YTD

Q2 ‘20

Q2 ‘21

Eggs

64%

13%

82%

3%

Butter

67%

-4%

113%

-18%

Consolidated

64%

11%

84%

2%

($ Thousands)

+36.7%
2-Yr CAGR

+11%
YOY

Business Line Mix
($ Thousands)

$118,869
$106,920

+2%
YOY

$65,230

Highlights
• Net revenue for Q2 2021 was a record $60.3
million compared to $59.3 million for Q2 2020
• The increase of ~$1.0 million was primarily
driven by a $1.8 million increase in egg-related
product sales, which was somewhat offset by
a $0.9 decrease in sales of butter-related
products
• The increases in egg sales were primarily due
to:
o volume increases
o new distribution at both new and
existing customers

$59,341 $60,324

$32,285

2019 YTD 2020 YTD 2021 YTD

Q2 '19

Q2 '20

Q2 '21
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FINANCIAL SUMMARY HIGHLIGHTS
MARGIN PROFILE

36%

Gross Profit and Margin

Operating Expenses

Gross Margins

SG&A as a % of Net Revenues

36%

38%

36%

18%

22%

17%

Highlights

22%

Shipping & Distribution as a % of Net Revenues

($ Thousands)

6%

9%

6%

($ Thousands)

9%

• The decrease in gross profit of $0.8 million
was primarily driven by increased spend on
promotional dollars
• Gross margin declined by 189 bps in Q2 2021
primarily by an increase in promotional
spending with the return to a more normal
cadence of promotional activity as we lap
COVID related pantry loading from last year,
as well as higher grain input costs on shell
eggs
• Shipping and distribution increased $1.7
million, or 47%, primarily driven by an increase
in sales volume and increased costs related to
third-party freight for our products
• Selling, general, and administrative expenses
as a percent of net sales increased to 22% for
Q2 2021, compared to 18% for Q2 2020. The
increase was primarily driven by incremental
costs associated with becoming a public
company, greater employee-related costs as
we grew headcount, higher professional fees,
and slightly higher marketing expenses

Adjusted
EBITDA(1)
(Thousands)

$13,118

$9,844

$9,319

$5,102

(1) See appendix for reconciliation of Adjusted EBITDA and Adjusted EBITDA Margin
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UPDATED 2021 GUIDANCE

2021 NET REVENUE AND ADJUSTED EBITDA GUIDANCE

2020

2021

Net Sales

$214.3

$246-253

Adjusted EBITDA(1)

$16.8

$7-9

$ in Millions

(1) See appendix for reconciliation of Adjusted EBITDA
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APPENDIX

ADJUSTED EBITDA RECONCILIATION

($ thousands)
Net income

13-Weeks Ended
27-Jun-21
28-Jun-20
$

Depreciation and amortization

3,883

$

835

(Benefit)/Provision for income tax

$

498

(695)

Stock-based compensation expense

5,936

26-Weeks Ended
27-Jun-21
28-Jun-20
7,365

$

1,620

2,848

7,870
954

(999)

3,679

1,141

296

1,994

744

Interest expense

13

97

31

255

Change in fair value of contingent consideration (1)
Interest income

14

(327)

19

(350)

(186)

(14)

Net litigation settlement gain
Adjusted EBITDA

$

(89)

(9)

0

(20)

5,102

$

9,319

0
$

9,844

(20)
$

13,118

Net Income as a % of Net Revenues

6.4%

10.0%

6.2%

7.4%

Adjusted EBITDA Margin

8.5%

15.7%

8.3%

12.3%

(1) Amount reflects the change in fair value of a contingent consideration liability in connection with our 2014 acquisition of certain assets of Heartland Eggs
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