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   SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report contains “forward-looking statements” (within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended) about us and our industry that involve substantial risks and uncertainties. All
statements other than statements of historical facts contained in this Annual Report, including statements regarding our future results of operations or
financial condition, business strategy and plans and objectives of management for future operations, are forward-looking statements. In some cases, you
can identify forward-looking statements because they contain words such as “anticipate,” “believe,” “contemplate,” “continue,” “could,” “estimate,”
“expect,” “intend,” “may,” “plan,” “potential,” “predict,” “project,” “should,” “target,” “will” or “would” or the negative of these words or other similar terms or
expressions. These forward-looking statements include, but are not limited to, statements concerning the following:

 • the effects of the current COVID-19 pandemic, or of other global outbreaks of pandemics or contagious diseases or fear of such outbreaks,
including on our supply chain, the demand for our products, and on overall economic conditions and consumer confidence and spending
levels;

 • our expectations regarding our revenue, expenses and other operating results;

 • our ability to acquire new customers and successfully retain existing customers;

 • our ability to attract and retain our suppliers, distributors and co-manufacturers;

 • our ability to sustain or increase our profitability;

 • our ability to procure sufficient high quality eggs, butter, cream and other raw materials;

 • real or perceived quality with our products or other issues that adversely affect our brand and reputation;

 • changes in the tastes and preferences of our consumers;

 • the financial condition of, and our relationships with, our suppliers, co-manufacturers, distributors, retailers and foodservice customers, as well
as the health of the foodservice industry generally;

 • real or perceived quality or health issues with our products or other issues that adversely affect our brand and reputation;

 • the ability of our suppliers and co-manufacturers to comply with food safety, environmental or other laws or regulations;

 • future investments in our business, our anticipated capital expenditures and our estimates regarding our capital requirements;

 • the costs and success of our marketing efforts, and our ability to promote our brand;

 • our reliance on key personnel and our ability to identify, recruit and retain skilled personnel;

 • our ability to effectively manage our growth;

 • our focus on a specific public benefit purpose and producing a positive effect for society may negatively influence our financial performance;

 • our ability to compete effectively with existing competitors and new market entrants;

 • the impact of adverse economic conditions;

 • the sufficiency of our cash to meet our liquidity needs;

 • seasonality; and

 • the growth rates of the markets in which we compete.

You should not rely on forward-looking statements as predictions of future events. We have based the forward-looking statements contained in this
Annual Report primarily on our current expectations and projections about future events and trends that we believe may affect our business, financial
condition and operating results. The outcome of the events described in these forward-looking statements is subject to risks, uncertainties and other
factors described in the section titled “Risk Factors” and elsewhere in this Annual Report. A summary of selected risks associated with our business are
set forth below. Moreover, we operate in a very competitive and rapidly changing environment. New risks and uncertainties emerge from time to time,
and it is not possible for us to predict all risks and uncertainties that could have an impact on the forward-looking statements contained in this Annual
Report. The results, events and circumstances reflected in the forward-looking statements may not be achieved or occur, and actual results, events or
circumstances could differ materially from those described in the forward-looking statements.



 In addition, statements that “we believe” and similar statements reflect our beliefs and opinions on the relevant subject. These state ments are
based on information available to us as of the date of this Annual Report. And while we believe that information provides a reasonable basis for these
statements, that information may be limited or incomplete. Our statements should not be read to indicate that we have conducted an exhaustive inquiry
into, or review of, all relevant information. These statements are inherently uncertain, and investors are cautioned not to unduly rely on these statements.

The forward-looking statements made in this Annual Report relate only to events as of the date on which the statements are made. We undertake
no obligation to update any forward-looking statements made in this Annual Report to reflect events or circumstances after the date of this Annual Report
or to reflect new information or the occurrence of unanticipated events, except as required by law. We may not actually achieve the plans, intentions or
expectations disclosed in our forward-looking statements, and you should not place undue reliance on our forward-looking statements. Our forward-
looking statements do not reflect the potential impact of any future acquisitions, mergers, dispositions, joint ventures or investments.



   SUMMARY OF SELECTED RISKS ASSOCIATED WITH OUR BUSINESS

Our business faces significant risks and uncertainties. If any of the following risks are realized, our business, financial condition and results of
operations could be materially and adversely affected. You should carefully review and consider the full discussion of our risk factors in the section titled
“Risk Factors” in Part I, Item 1A of this Annual Report. Some of the more significant risks include the following:

 • Our recent, rapid growth may not be indicative of our future growth, and if we continue to grow rapidly, we may not be able to effectively
manage our growth or evaluate our future prospects. If we fail to effectively manage our future growth or evaluate our future prospects,
our business could be adversely affected.

 • We have incurred net losses in the past and we may not be able to maintain or increase our profitability in the future.

 • Failure to introduce new products may adversely affect our ability to continue to grow.

 • We are dependent on the market for shell eggs.

 • Sales of pasture-raised shell eggs contribute the vast majority of our revenue, and a reduction in these sales would have an adverse
effect on our financial condition.

 • Fluctuations in commodity prices and in the availability of feed grains could negatively impact our results of operations and financial
condition.

 • If we fail to effectively expand our processing, manufacturing and production capacity as we continue to grow and scale our business, our
business and operating results and our brand reputation could be harmed.

 • All of our pasture-raised shell eggs are processed at Egg Central Station in Springfield, Missouri. Any damage or disruption at this facility
may harm our business.

 • We are currently expanding Egg Central Station, and we may not successfully complete construction of or commence operations in this
expansion, or the expanded facility may not operate in accordance with our expectations.

 • If we fail to effectively maintain or expand our network of small family farms, our business, operating results and brand reputation could be
harmed.

 • Our future business, results of operations and financial condition may be adversely affected by reduced or limited availability of pasture-
raised eggs and milk and other raw materials that meet our standards.

 • We currently have a limited number of co-manufacturers. Loss of one or more of our co-manufacturers or our failure to timely identify and
establish relationships with new co-manufacturers could harm our business and impede our growth.

 • We could be adversely affected by a change in consumer preferences, perception and spending habits in the natural food industry and on
animal-based products, in particular, and failure to develop or enrich our product offering or gain market acceptance of our new products
could have a negative effect on our business.

 • A limited number of distributors represent the substantial majority of our sales, and the loss of one or more distributor relationships that
cannot be replaced in a timely manner may adversely affect our results of operations.

 • We are dependent on hatcheries and pullet farms to supply our network of family farms with laying hens. Any disruption in that supply
chain could materially and adversely affect our business, financial condition or results of operations.

 • We source substantially all of our shell egg cartons from a sole source supplier and any disruptions may impact our ability to sell our eggs.

 • Because we rely on a limited number of third-party vendors to manufacture and store our products, we may not be able to maintain
manufacturing and storage capacity at the times and with the capacities necessary to produce and store our products or meet the demand
for our products.

 • Our brand and reputation may be diminished due to real or perceived quality or food safety issues with our products, which could have an
adverse effect on our business, reputation, operating results and financial condition.

 • Demand for shell eggs is subject to seasonal fluctuations and can adversely impact our results of operations in certain quarters.

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

 • Food safety and food-borne illness incidents or advertising or product mislabeling may materially and 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.

 • Our operations are subject to FDA and USDA federal regulation, and there is no assurance that we will be in compliance with all
regulations.

 • As a public benefit corporation, our duty to balance a variety of interests may result in actions that do not maximize stockholder value.



 Part I

  Item 1. Business

Our Company: Bringing Ethically Produced Food to the Table

Vital Farms is an ethical food company that is disrupting the U.S. food system. We have developed a framework that challenges the norms of the
incumbent food model and allows us to bring high-quality products from our network of small family farms to a national audience. This framework has
enabled us to become the leading U.S. brand of pasture-raised eggs and butter and the second largest U.S. egg brand by retail dollar sales. Our ethics
are exemplified by our focus on the humane treatment of farm animals and sustainable farming practices. We believe these standards produce happy
hens with varied diets, which produce better eggs. There is a seismic shift in consumer demand for ethically produced, natural, traceable, clean-label,
great-tasting and nutritious foods. Supported by a steadfast adherence to the values on which we were founded, we have designed our brand and
products to appeal to this consumer movement.

Our purpose is rooted in a commitment to Conscious Capitalism, which prioritizes the long-term benefits of each of our stakeholders (farmers and
suppliers, customers and consumers, communities and the environment, crew members and stockholders). Our business decisions consider the impact
on all of our stakeholders, in contrast with the factory farming model, which principally emphasizes cost reduction at the expense of animals, farmers,
consumers, crew members, communities and the environment. These principles guide our day-to-day operations and, we believe, help us deliver a more
sustainable and successful business. Our approach has been validated by our financial performance and our designation as a Certified B Corporation, a
certification reserved for businesses that balance profit and purpose to meet the highest verified standards of social and environmental performance,
public transparency and legal accountability.

Our Ethical Decision-Making Model
 
  

Stakeholders Guiding Principles
  

Farmers and Suppliers •Forming strong relationships with our network of more than 200 small family farms, who
are the foundation of our resilient and reliable supply chain

  

Customers and Consumers •Delivering the transparency and quality around food products that today’s consumers
demand

  

Crew Members •Empowering our crew members by investing in their financial security, development and
overall well-being

  

Community and Environment •Investing in our community and being conscious stewards of the environment
  

Stockholders •Building a sustainable company for the long term by delivering stockholder value
 

We have scaled our brand through our strong relationships with small family farms and deliberate efforts to design and build the infrastructure to
bring our products to a national audience. Today, with a network of more than 200 family farms, we believe our pasture-raised products have set the
national standard for ethically produced food. We believe the success of our relationships with small family farms and the efficiency of our supply chain
provide us with a competitive advantage in the approximately $45 billion U.S. natural food and beverage industry, in which achieving reliable supply at a
national scale can be challenging. In 2017, we opened Egg Central Station, a shell egg processing facility in Springfield, Missouri, which is centrally
located within our network of family farms. Egg Central Station is capable of packing three million eggs per day and has achieved Safe Quality Food, or
SQF, Excellent rating, the highest level of such certification recognized by the Global Food Safety Initiative, or GFSI. In addition, Egg Central Station is
the only egg facility, and we are one of only six companies globally to have received the Safe Quality Food Institute, or SQFI, Select Site certification,
indicating that the site has voluntarily elected to undergo annual unannounced recertification audits by SQFI, the organization responsible for
administering a global food safety and quality program known as the SQF Program. The design of Egg Central Station includes investments in support of
each of our stakeholders, from our crew members (daylighting, climate control, slip resistant floors in the egg grading room), to the community and
environment (consulting with the community before we built the facility, restoring native vegetation on the property, best-in-class storm water
management), to our customers and consumers (food safety and maintenance investments far beyond regulatory requirements). In November 2019, we
began construction on a facility expansion that will nearly double our current square footage. This expansion will enable us to double our capacity to meet
growing demand. We expect the expansion to be operational in early 2022. We believe owning and operating this important element of our supply chain
is a key differentiator and provides us with a competitive advantage, which we intend to continue to leverage to grow both our net revenue and gross
margin.



 Our loyal and growing consumer base has fueled the expansion of our brand from the natural channel to the mainstream channel and facilitated
our entry into the foodservice channel. As of December 2020, we offer 23 retail stock keeping units, or SKUs through a multi-channel retail distribution
network across more than 16,000 stores. Our products generate stronger velocities and, we believe, greater profitability per unit for our retail customers
in key traffic-generating categories as compared to products offered by our competitors. We believe we have significant room for growth within the retail
and, in the medium- to long-term, foodservice channels and can capture this opportunity by growing brand awareness and through new product
innovation. We also believe there are incremental growth opportunities in additional distribution channels, including the convenience, drugstore, club,
military and international markets, which we may access along with retail growth opportunities to enable us to continue our net revenue growth.

We have built a sustainable company founded on ethically produced products that increasingly resonate with consumers. Our trusted brand and
Conscious Capitalism-focused business model have resulted in significant growth. We have increased net revenue from $1.9 million in fiscal 2010 to
$214.5 million in fiscal 2020, which represents a 60% compounded annual growth rate, or CAGR. From fiscal 2018 to fiscal 2020, we grew net revenue
by 101% and the number of stores carrying our products increased by 52%. Going forward, we believe the consumer movement away from factory
farming practices will continue to fuel demand for ethically produced food. We believe these demands extend to the food industry and that consumers are
recognizing the benefits of pasture-raised egg and dairy products. Management is committed to ensuring our values remain aligned with those of our
consumers while delivering stockholder value.

Evidence of our historical success in continuing to scale our business is shown in the graphics below. All dates refer to the year ended
December 31, except for 2018, 2019 and 2020, which refer to the fiscal year ended December 30, December 29 and December 27, respectively. 
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Our History

Vital Farms was founded in 2007 on a 27-acre plot of land in Austin, Texas. Armed with a small flock of hens, the company maintained a strong
belief that a varied diet and better animal welfare practices would lead to superior eggs. Our first sales came from farmers markets and restaurants
around Austin and, less than a year later, our eggs were discovered by Whole Foods Market, Inc., or Whole Foods. The opportunity was identified to do
something more than sell eggs to a few stores. The opportunity was to build a sustainable company that aligned with the family farming community and
was able to profitably deliver quality products to a devoted consumer base. As our business has continued to grow, our model remains rooted in trust and
mutual accountability with our farmers, who are and will remain core to our business.

In 2014, our current president and chief executive officer, Russell Diez-Canseco, joined Vital Farms and led the development of our large and
scalable network of family farms. In 2015, recognizing the opportunity to elevate our production process and bolster long-term growth and profitability, we
began the design process for Egg Central Station, which opened in 2017 in Springfield, Missouri. We meticulously designed Egg Central Station in
service of all of our stakeholders by improving on the best practices we observed across numerous world-class facilities. Today, Egg Central Station is
capable of packing three million eggs per day and has achieved an SQF Excellent rating, the highest level of such certification recognized by GFSI. In
addition, Egg Central Station is the only egg facility, and we are one of only six companies globally to have received the SQFI Select Site certification.

Demand for our high-quality products has enabled us to expand our brand beyond the natural channel and into the mainstream channel through
relationships with Albertsons Companies, Inc., or Albertsons, The Kroger Co., or Kroger, Publix Super Markets, Inc., or Publix, Target Corporation, or
Target, Walmart Inc., or Walmart, and numerous other national and regional food retailers. As of December 2020, our ethically produced pasture-raised
products are sold in more than 16,000 stores nationwide. Over the course of our journey, our founder, Matthew O’Hayer, has continued to inform our
strategic vision and remains intimately involved with the business as our executive chairman.



 Our Purpose

Our purpose is to bring ethically produced food to the table. We do this by partnering with family farms that operate within our strictly defined set of
ethical food production practices. We are motivated by the influence we have on rural communities through creating impactful, long-term business
opportunities for small family farmers. Moreover, we are driven to stand up for sustainable production practices that have been largely cast aside under
the factory farming system. In our view, this system has been consistently misguided, focused on producing products at lowest cost rather than driving
long-term and sustainable benefits for all stakeholders.

Since inception, our values have been rooted in the principles of Conscious Capitalism. We believe managing our business in the best interest of
all of our stakeholders will result in a more successful and sustainable enterprise. A key premise of our business model is our consumer-centric approach,
which focuses on identifying consumer needs and developing products that address these needs. While remaining committed to ethical decision-making,
we have achieved strong financial performance and earned the Certified B Corporation designation, reflecting our role as a contributor to the global
cultural shift toward redefining success in business in order to build a more inclusive and sustainable economy. We believe our consumers connect with
Vital Farms because they love our products, relate to our values and trust our practices.

Industry Overview

We operate in the large and growing U.S. natural food and beverage industry. Consumer awareness of the negative health, environmental and
agricultural impacts of processed food and factory farming standards has resulted in increased consumer demand for ethically produced food. We
believe this trend has had a meaningful impact on the growth of the natural food industry, which is increasingly penetrating the broader U.S. food market
as mainstream retailers respond to consumer demand. We believe increased demand for natural food and a willingness to pay a premium for brands
focused on transparency, sustainability and ethical values will continue to be a catalyst for our growth.

 According to SPINS, LLC, or SPINS data, the U.S. shell egg market accounted for approximately $6.5 billion in retail sales for the 52 weeks
ended December 27, 2020 and grew at a CAGR of  3% between 2018 and December 2020. Our relatively low household penetration of 3.9%, compared
to the shell egg category penetration of approximately 98%, provides a significant long-term growth opportunity for our business. According to SPINS
data, the U.S. pasture-raised retail egg market accounted for approximately $256.0 million in retail sales for the 52 weeks ended December 27, 2020 and
grew at a CAGR of 35% between 2018 and December 2020, while the specialty egg (including pasture-raised, free-range and cage-free) market
accounted for approximately $1.3 billion in retail sales for the 52 weeks ended December 27, 2020 and grew at a CAGR of 14% between 2018 and
December 2020. Additionally, we estimate that the U.S. processed egg market as of December 2020 accounted for approximately $3.3 billion in retail
sales. According to SPINS data, the U.S. butter market accounted for approximately $4.0 billion in retail sales for the 52 weeks ended December 27,
2020 and grew at a CAGR of 10% between 2018 and December 2020. We believe the strength of our platform, coupled with significant investments in
our crew members and infrastructure, position us to continue to deliver industry-leading growth across new and existing categories.

Our Strengths

Trusted Brand Aligned with Consumer Demands

We believe consumers have grown to trust our brand because of our adherence to our values and a high level of transparency. We have
positioned our brand to capitalize on growing consumer interest in natural, clean-label, traceable, ethical, great-tasting and nutritious foods. Growing
public awareness of major issues connected to animal farming, including human health, climate change and resource conservation, is closely aligned
with our ethical mission. We believe consumers are increasingly focused on the source of their food and are willing to pay a premium for brands that
deliver transparency, sustainability and integrity. As a company focused on driving the success of our stakeholders, our brand resonates with consumers
who seek to align themselves with companies that share their values. Through our Vital Times newsletter and social media presence, we cultivate and
support our relationship with consumers by communicating our values, building trust and promoting brand loyalty.

Strategic and Valuable Brand for Retailers

Our historical performance has demonstrated that we are a strategic and valuable partner to retailers. We have innovated and grown into adjacent
food categories while reaching a broad set of consumers through a variety of retail partners, including Albertsons, Kroger, Publix, Target and Walmart.
As of December 2020, we are the number one or two egg brand by retail dollar sales for branded eggs with key customers such as Albertsons, Kroger,
Sprouts Farmers Market, or Sprouts, Target and Whole Foods. We believe the success of our brand demonstrates that consumers are demanding
premium products that meet a higher ethical standard. We have expanded into the mainstream channel while still continuing to command premium prices
for our ethically produced products, which sell for as much as three times the price of commodity eggs. We believe that our products are more attractive
to retail customers because they help generate growth, deliver strong gross profits and drive strong velocities, as represented by the natural channel
velocities depicted below.



 Vital Farms Natural Channel Velocity versus All Other Competitors  (1)

 
Refrigerated Eggs (2) Refrigerated Butter (3)

  
  

 
Source: Refrigerated Eggs & Refrigerated Butter - SPINS, LLC, Natural Channel, 52 Weeks Ending December 27, 2020
 

(1) Channel Velocity ($ / Store / Item / Week) is defined as weekly sales per store per item of products sold in retailers included in the Natural
Channel.

(2) Refrigerated egg competitors represent shell eggs in the Natural Channel.
(3) Refrigerated butter competitors represent butter brands in the Natural Channel, excluding clotted cream and clarified butter.

Supply Chain Rooted in Commitment to Our Stakeholders

Our ongoing commitment to the social and economic interests of our stakeholders guides our supply chain decisions. We carefully select and
partner with family farms in the Pasture Belt, the U.S. region where pasture-raised eggs can be produced year-round. We establish supply contracts that
we believe are attractive for all parties, demonstrate our commitment to our network of small family farms through educational programs that transfer
critical best practice knowledge and pay farmers competitive prices for high-quality pasture-raised eggs. During fiscal year 2020, we experienced no
voluntary attrition for supply contract renewals. We believe our commitment to farmers facilitates more sustainable farm operations and significantly
reduces turnover. Our network of small family farms gives us a strategic advantage through a scaled and sustainable supply chain and allows us to go to
market with the highest quality pasture-raised premium products.

Map of the Pasture Belt
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