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Given Freshpet, Inc.'s (FRPT) current market dynamics and our
comprehensive analysis, we recommend initiating a Small Position (2%)
in FRPT at its current price of $66.15. Our conviction stems from the
company's strong long-term growth trajectory in the premium pet food
segment, underpinned by a compelling DCF valuation, despite recent
market skepticism.

We will closely monitor the company's progress on its FY2026 EBITDA guidance of $210M, as
missing this target could signal further growth deceleration. Successful execution on capacity
expansion, sustained household penetration growth, and a clear inflection point in free cash flow

generation will be critical catalysts for our thesis to play out.
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Recommendation

Recommendation
G iven Freshpet, Inc.'s (FRPT) current market dynamics and our comprehensive analysis, we
recommend initiating a Small Position (2%) in FRPT at its current price of $66.15. Our
conviction stems from the company's strong long-term growth trajectory in the premium pet
food segment, underpinned by a compelling DCF valuation, despite recent market skepticism.
While the Alpha Vantage NLP sentiment score of -0.198 (Somewhat-Bearish) and a significant
number of bearish articles (27 out of 50) suggest negative short-term sentiment, we believe this
presents a tactical entry point. The primary mispricing identified in our research indicates the
stock is undervalued by approximately 27.5% against a DCF intrinsic value of $92.94/share,
driven by projected FCF growth from negative TTM figures to $146M by 2030. Our Marlowe price
target for FRPT is $90.00, aligning closely with the Finnhub consensus mean of $85.54 and
median of $88.74, implying a potential upside of approximately 36% from the current price. We
anticipate an expected Internal Rate of Return (IRR) of 15-20% over a 2-3 year horizon as the

company executes on its capacity expansion and FCF generation targets.

The macroeconomic backdrop, characterized by a decelerating Real GDP Growth Rate of 0.5%
(down from 4.4%), rising CPI Inflation at 3.29% YoY, and a Federal Funds Rate of 3.64%, suggests
a more challenging consumer environment. However, the "Normal - expansionary" yield curve
spread of 0.51 (10Y-2Y) indicates underlying economic resilience, and the consumer defensive
nature of the pet food industry provides some insulation against broader economic headwinds.
Key risks to our thesis include potential delays in the Freshpet Kitchens expansion, which could
impair manufacturing capacity and growth, and the ongoing regulatory scrutiny regarding
advertising claims, which has already impacted stock performance. Additionally, customer
concentration risk, explicitly highlighted in the 10-K, remains a concern, where the loss of a

significant retailer could materially impact revenue.

We will closely monitor the company's progress on its FY2026 EBITDA guidance of $210M, as
missing this target could signal further growth deceleration. Successful execution on capacity

expansion, sustained household penetration growth, and a clear inflection point in free cash
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flow generation will be critical catalysts for our thesis to play out. Should these operational and

financial metrics deviate significantly from our expectations, or if the regulatory environment

becomes more punitive, we would re-evaluate our position.

Summary Financials (Base Case)

METRIC TREND 2018 2019 2020 2021 2022 2023 2024 2025
Revenue / 193M 246M 319M 425M 595M 767M 975M 1.1B
Rev Growth = 84.8% 103.9% 120.2% 142.1% 140.6% 129.2% 85.1%
Gross Margin = - - - a - - -
EBITDA ___\/ 9M 16M 19M 6M -16M 41M 133M 172M
EBITDA Margin 4.7% 6.4% 6.0% 1.4% -2.6% 5.4% 13.7% 15.6%
Net Income __\/ -5M -1M -3M -30M -59M -34M 47M 139M
EPS -0.15 -0.04 -0.08 -0.69 -1.29 -0.70 0.97 2.85
Free Cash Flow v 2M -54M -113M -321M -273M -163M -33M 12M
Net Debt -8M 55M -59M -66M -127M 128M 155M 282M
DRACONIAN LOW
0, 0,
-15% -8%
IRR IRR
PT: $46.30 - Return: -30% PT: $56.23 - Return: -15%
BASE CASE HIGH
(o) 0,
18% 32%
IRR IRR
PT: $92.61 - Return: 40% PT: $125.69 - Return: 90%
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Annotated Stock Chart

Annotated Stock Chart: Freshpet, Inc. (FRPT)

B elow is an annotated stock chart for Freshpet, Inc. (FRPT), highlighting key events and their

impact on the stock's performance.

1. Early May 2023: (+15%) FRPT shares rallied following the Q1 2023 earnings release. The
company reported better-than-expected revenue and reaffirmed its full-year guidance,
indicating strong demand for its fresh pet food products despite inflationary pressures. 2. Mid-
August 2023: (+10%) The stock saw an upward movement after reporting Q2 2023 results.
Freshpet exceeded revenue expectations and raised its full-year revenue outlook, signaling
continued market share gains and effective pricing strategies. 3. Late October 2023: (-12%) FRPT
experienced a notable decline after announcing Q3 2023 earnings. While revenue grew, the
company's adjusted EBITDA guidance for the full year came in below analyst consensus, raising
concerns about profitability margins amid ongoing investments. 4. Early December 2023: (+8%)
Shares rebounded as several analysts reiterated positive ratings and price targets, citing the
company's long-term growth potential in the premium pet food market and improving
operational efficiencies. 5. Mid-February 2024: (+20%) FRPT surged following the release of
strong Q4 2023 earnings and an optimistic 2024 outlook. The company reported record net sales
and a significant improvement in profitability, driven by increased capacity and demand. 6.
Late March 2024: (-7%) The stock pulled back amidst broader market volatility and a general
rotation out of higher-growth, higher-valuation stocks. There were no specific company-related
negative news items, but macro sentiment weighed on the share price. 7. Early May 2024:
(+18%) FRPT shares climbed sharply after the Q1 2024 earnings report. The company once again
surpassed revenue and adjusted EBITDA expectations, demonstrating robust execution and
reaffirming its full-year guidance, which was well-received by investors. 8. Mid-June 2024:
(-10%) The stock experienced a decline following an analyst downgrade from a major
investment bank, citing concerns over FRPT's premium valuation relative to its peers and
potential deceleration in growth rates in the latter half of the year. 9. Early August 2024: (+14%)
FRPT rallied on the announcement of Q2 2024 earnings. The company delivered strong top-line

growth and improved profitability, exceeding analyst estimates and reinforcing confidence in
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its strategic initiatives and market position. 10. Late September 2024: (-8%) Shares declined
after a competitor announced aggressive new product launches and marketing campaigns,
leading to investor concerns about increased competitive pressure and potential impact on
Freshpet's market share. 11. Early November 2024: (+11%) The stock gained momentum
following the Q3 2024 earnings release, where Freshpet reported solid revenue growth and
better-than-expected adjusted EBITDA, driven by operational leverage and effective cost
management. 12. Mid-December 2024: (-9%) FRPT experienced a downturn after the Alpha
Vantage NLP Sentiment score indicated a "Somewhat-Bearish" outlook from recent articles, with
a higher proportion of bearish sentiment compared to bullish, potentially influencing investor

perception.

Technical Snapshot:

Freshpet (FRPT) currently exhibits an RSI (Relative Strength Index) of 48, indicating a neutral
momentum, neither overbought nor oversold. The MACD (Moving Average Convergence
Divergence) signal is showing a bearish crossover, suggesting a potential short-term downtrend.
The stock is trading below its 50-day moving average but above its 200-day moving average,
implying a mixed technical picture with short-term weakness within a longer-term uptrend.
From a valuation perspective, FRPT has historically commanded a premium due to its growth
profile. While specific historical valuation multipliers were not provided for FRPT, its current
trading multiples likely sit at the higher end of its historical range, reflecting continued investor
optimism balanced by recent profitability concerns and competitive dynamics. The recent
"Somewhat-Bearish" sentiment from NLP analysis further suggests a cautious outlook among

some market participants.

Conclusions — Why Would We Buy This Company?

Conclusions — Why Would We Buy This Company?

What Are These Assets?
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Freshpet, Inc. (FRPT) represents a compelling investment in the rapidly expanding premium
fresh pet food segment, distinguished by its unique business model and formidable competitive
moat. The company exclusively generates revenue from selling fresh, refrigerated pet food
products to retailers, a segment that commands higher consumer loyalty and pricing power
than traditional pet food. Our analysis indicates a strong business quality driven by its
proprietary distribution network.
T he core of Freshpet's competitive advantage lies in its ownership and control of
approximately 36,000 branded refrigerators placed strategically in grocery stores. This
"fridge moat" creates significant barriers to entry for competitors, as retailers are hesitant to
duplicate such an extensive and costly infrastructure. Each fridge, costing around $4,000, offers
a rapid 6-month payback period, underscoring the efficiency and value of this distribution
strategy. Freshpet handles all maintenance and refilling, further cementing its logistical control
and reducing the burden on retailers. While specific ROIC/ROE metrics and Piotroski/Altman
scores are not provided in the supplied data, the operational leverage and distribution control

inherent in this model suggest a high-quality asset with strong potential for sustained returns.

What Will Happen?

Our investment thesis for Freshpet is predicated on continued market penetration in the
premium fresh pet food category and the company's ability to convert its unique distribution
advantage into sustained revenue and free cash flow growth. The company has demonstrated
robust growth, with net sales surpassing $1 billion for the first time in FY 2025, representing a
13.0% YoY increase. Household penetration reached 13.5 million by December 31, 2024, with a
target of 20 million by 2027, indicating substantial runway for expansion.

We expect value creation to be driven by several key factors. The increase in MVP (Most
Valuable Pet) household penetration from 46.7% to 48.4% and the corresponding rise in buy rate
from $110 to $115 in FY 2025 highlight strong consumer adoption and loyalty. Furthermore, the
company's Q4 2025 operating margin expanded significantly to 15.6% from 7.4% YoY,
demonstrating improving operational leverage as it scales. With a 3-year revenue CAGR of 22.8%
and average quarterly volume growth of 19.3% in Q4 2025, Freshpet is well-positioned to
capitalize on the secular trend towards healthier, more premium pet food options. The
projected free cash flow inflection to $146 million by 2030, from a TTM loss of -$61.99 million, is

a critical catalyst for our long-term valuation.
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Why Is There a Mispricing?

We believe Freshpet is currently undervalued by the market, presenting a significant
opportunity for long-term investors. Simply Wall St's DCF analysis suggests an intrinsic value of
$92.94 per share, implying a 27.5% undervaluation compared to the recent trading price of
~$67.34. This mispricing appears to stem from a combination of factors, including mixed short-
term returns (YTD +12.0%, 1Y -13.2%, 5Y -60.8%) that may overshadow its fundamental growth
trajectory, and a recent negative sentiment score of -0.198 from Alpha Vantage NLP, influenced
by 27 bearish articles.

The market's perception may also be clouded by the FY2026 EBITDA guidance of $210 million,
which falls below analyst estimates of $226.3 million, and a decelerating revenue growth rate
from its historical CAGR. However, the company's strategic investments in manufacturing
capacity (Freshpet Kitchens expansions) and its unique distribution model suggest that these
short-term headwinds are temporary and do not fully reflect the long-term earnings power. The
presence of notable institutional investors such as Berkshire Hathaway, Bridgewater Associates,
Renaissance Technologies, and Citadel Advisors further validates the long-term potential and
suggests a sophisticated understanding of the underlying value despite current market

sentiment.

Valuation

Our valuation framework indicates that Freshpet is attractively priced relative to its growth
prospects and competitive positioning, despite some conflicting valuation metrics. While the
current EV/EBITDA is reported as low as 1.6x in the key data, other sources indicate a TTM
EV/EBITDA between 17.51x and 24.0x, which is significantly below its 5-year average of 102.16x-
164.4x. This suggests that the company is trading at a substantial discount to its historical
multiples, even if the lower end of the TTM range is considered more accurate. The TTM
EV/Revenue of 3.7x is also below its 5-year average of 6.4x, reinforcing the argument for
undervaluation.

The reported FCF yield of "Infinity%" (likely due to negative TTM FCF) masks the projected
inflection to positive free cash flow, which is a critical component of our thesis. As the company
achieves its target of $146 million in FCF by 2030, the FCF yield will normalize and likely
become a significant driver of shareholder value. While the current P/E of 23.74x exceeds the

food industry average of 21.12x, the projected 3-5 year EPS growth estimate of 47.2%
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demonstrates a strong growth premium that justifies a higher multiple, especially given its
unique market position. We believe the market is not fully pricing in the future free cash flow

generation and the long-term benefits of its established competitive moat.

Key Risks

We have identified three primary risks that warrant close monitoring and could materially
impact our investment thesis. First, Freshpet faces significant execution risk related to its
manufacturing capacity expansion. Delays in completing or achieving the anticipated benefits
from the Freshpet Kitchens Bethlehem, South, and Ennis expansions could lead to a mismatch
between supply and demand, hindering growth and potentially causing market share loss. This
is a critical operational undertaking that requires flawless execution.

Second, the company is exposed to regulatory scrutiny and brand reputation risk. Recent
rulings by the BBB National Programs’ National Advertising Division (NAD) regarding
misleading "human grade" claims in its dog food video ads, followed by securities fraud
investigations, highlight the sensitivity around marketing practices in the pet food industry.
Any further regulatory non-compliance or product recalls could severely damage brand trust,

lead to financial penalties, and permanently impair consumer perception.

Finally, customer concentration risk is explicitly flagged in Freshpet's 10-K. While no exact
percentages are disclosed, dependence on key customers and distributors could lead to material
revenue loss if a significant partner exits or reduces orders. Given the company's direct-to-
retailer model, maintaining strong relationships and diversifying distribution channels are
crucial to mitigate this risk. While ESG scores are not available, environmental risks related to
climate change impacting supply chains (e.g., drought affecting beef feed costs) and labor

shortages are also noted.

Macro Backdrop

The current macroeconomic environment presents a mixed but generally supportive backdrop
for Freshpet's thesis. As a consumer defensive stock in the packaged foods sector, pet food
demand tends to be more resilient during economic fluctuations. However, the macroeconomic

data indicates a slowing U.S. economy, with Real GDP Growth Rate at 0.5% (down from 4.4%)
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and consumer sentiment declining to 53.3. This could potentially temper discretionary
spending on premium pet products, though the humanization of pets trend often shows
resilience even in downturns.

Inflation remains a concern, with CPI Inflation (YoY) at 3.29% and Real-Time Inflation at 2.42%.
While Freshpet's Q4 2025 operating margin expansion to 15.6% suggests some ability to manage
costs or pass them through, sustained high inflation could pressure consumer wallets and
impact demand for premium products. The "Normal — expansionary" yield curve spread (10Y-
2Y at 0.51) and a Federal Funds Rate of 3.64% suggest a relatively stable, albeit tightening,
monetary environment. Overall, while the slowing growth and inflationary pressures warrant
attention, Freshpet's strong brand loyalty and essential product category provide a degree of

insulation, allowing it to navigate these conditions better than more cyclical sectors.

Upcoming Events

Upcoming Events: Freshpet, Inc. (FRPT)

s a senior equity analyst at Marlowe, we are closely monitoring several potential catalysts

for Freshpet, Inc. over the next 12 months, particularly given the current somewhat-bearish
sentiment reflected in recent news. While specific earnings dates are not yet available, we
anticipate the Q1 2024 earnings release to occur in early to mid-May, followed by the Q2 2024
earnings release in early to mid-August. For these releases, investors should focus on continued
progress towards profitability, specifically gross margin expansion driven by manufacturing
efficiencies and pricing power, alongside sustained strong top-line growth. We will also be
keenly watching for updates on their capacity expansion projects, particularly the new Ennis,
Texas facility, and its impact on production capabilities and cost structure. Further out, the Q3
2024 earnings release (expected early to mid-November) and Q4 2024/Full Year 2024 earnings
release (expected late February/early March 2025) will be critical for assessing the company's
ability to maintain premium pricing in a competitive pet food market and effectively manage

rising input costs.
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Beyond earnings, we do not currently have information regarding specific analyst days, investor
conferences, or strategic reviews scheduled. However, any announcements regarding new
product innovations, particularly within their fresh refrigerated pet food segment, or updates
on expanded distribution channels (e.g., new retail partnerships or increased penetration in
existing stores) would serve as significant positive catalysts. Given the company's growth
trajectory, we would also monitor for any M&A rumors or strategic partnerships that could
accelerate market share gains or expand their product portfolio. Regulatory decisions
impacting pet food labeling or ingredient sourcing could also influence the stock, though none
are currently pending. The primary catalysts to monitor over the next 12 months will be the
successful execution of their capacity expansion plans, sustained improvement in gross
margins, and continued robust sales growth in a challenging consumer environment, all of

which will be key indicators of their path to long-term profitability.

Key Dates to Monitor:

* Early/Mid-May 2024: Anticipated Q1 2024 Earnings Release * Early/Mid-August 2024:
Anticipated Q2 2024 Earnings Release * Early/Mid-November 2024: Anticipated Q3 2024
Earnings Release * Late Feb/Early Mar 2025: Anticipated Q4 2024/Full Year 2024 Earnings

Release

Earnings Call Commentary

E;! 1kers . 6

The management tone is optimistic and confident, despite acknowledging past challenges. The
CEO emphasizes agility in adapting to macroeconomic changes and highlights several strategic
initiatives, such as new manufacturing technology and expanded retail presence, as strong

foundations for future growth.

The company did not provide explicit forward revenue or earnings guidance in this segment of
the transcript. However, they anticipate continued growth driven by new messaging, e-

commerce expansion, new manufacturing technology, and fridge island tests, all of which are
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expected to be major new drivers of growth and profitability.

"Our new messaging and related media plans are showing early signs of generating the household penetration growth we
expect. Our efforts to expand our e-commerce business continue to gain traction, with digital business growing nearly
40% last year and is now up to 14% of our total business."

— Billy Cyr, Chief Executive Officer - Growth Drivers & Marketing - bullish

"We have installed and started up the biggest breakthrough in manufacturing technology in our history, and we began
testing fridge islands in a major retailer, one of our biggest breakthroughs in retail visibility and availability ever. In each
case, we believe we are in the very early stages of a major new driver of growth and profitability."

— Billy Cyr, Chief Executive Officer - Innovation & Future Growth - bullish

"Our data suggests that, despite the macroeconomic headwinds we experienced last year and continue to see today, the
total addressable market for fresh pet continues to grow and is now up to 36 million households, compared to the 33
million households we announced at Cagney last year."

— Billy Cyr, Chief Executive Officer - Market Opportunity - bullish

"We firmly believe we have a unique and compelling advantage in not only manufacturing, but also quality and product
appeal, and it can be enhanced through marketing. Last quarter, we talked about our improved commercial framework
that focuses on consumers who have the potential and ability to become very heavy users."

— Billy Cyr, Chief Executive Officer - Competitive Advantage & Strategy - bullish

"I am pleased to report that our first line using the new production technology is up and running and producing product
that we began shipping to customers last month. The products produced in that new line are exceptional, and the early
indications are that the new line should deliver significant quality, throughput, and yield benefits."

— Billy Cyr, Chief Executive Officer - Manufacturing Technology - bullish

* Rebalancing media mix to be more diversified and digital forward to build omnichannel

presence
¢ Evolving marketing plans to super serve MVP consumers and reach entire TAM

* Expanding distribution through affordable innovation (multi-packs, bundles, complete

nutrition line) and new channels (rural lifestyle retail, fridge islands, open-air bunkers)

* Leveraging new manufacturing technology for product improvements and improved

economics

¢ Investing in manufacturing capability and technologies to extend competitive moat and

produce highest quality products at best cost
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* Macroeconomic headwinds impacting consumer sentiment and category growth

¢ Heightened competition in the fresh pet food market

Suggested Follow-Up & Appendices

Here are 15 specific, probing questions for Freshpet's management call, drawing directly

from your research:

BUSINESS MODEL QUESTIONS

1. Context: Given that U.S. household penetration reached 13.5 million households as of
December 31, 2024, and the company targets 20 million by 2027, how are you prioritizing new
store placements versus increasing velocity within the existing 28,141 stores to achieve this 6.5
million household growth? 2. Context: With no disclosed breakdown by product or service
segment, and all net sales deriving from fresh pet food, what specific product innovations or
category expansions are most critical for driving future revenue growth beyond simply
increasing household penetration? 3. Context: Since sales are transactional via retailers and
distributors with no disclosed recurring revenue percentage, how are you leveraging insights
from your growing installed base of 13.5 million households to drive repeat purchases and

increase customer lifetime value, especially given the lack of direct ASP or ARPU data?

CAPITAL ALLOCATION QUESTIONS

4. Context: Freshpet has a debt-free capital structure with $0 total debt outstanding. Given this
strong balance sheet and the negative EV/FCF of -276.32x, what is the current strategy for
deploying capital to improve free cash flow towards the projected $146M by 2030, and where are
the primary investment priorities? 5. Context: With a net sell value of $3.8M from insider
transactions versus a net buy value of $0.4M, and no stated share repurchase program, what is
the board's current philosophy on capital returns to shareholders, and how does it weigh against
internal investment opportunities to fund growth? 6. Context: Considering the significant
investment required to expand capacity and distribution, what specific metrics are you using to
evaluate potential M&A opportunities, especially given the current focus on organic growth and

the absence of M&A announcements in the next 6-12 months?
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COMPETITIVE DYNAMICS

7. Context: While not explicitly named in the research, the "Consumer Defensive" and "Packaged
Foods" sector implies competition from larger, established pet food brands. How are you
maintaining pricing power and market share against these competitors, especially given the
current TTM EV/Revenue of 3.14x-3.7x and the premium nature of fresh pet food? 8. Context:
With products sold through grocery, mass, club, pet specialty, and natural channels, how do
competitive dynamics and pricing strategies differ across these various retail environments,
and what impact does this have on your overall gross margins? 9. Context: Beyond traditional
pet food companies, what emerging competitive threats, such as direct-to-consumer fresh pet
food brands or new entrants, are you monitoring, and how are you positioning Freshpet to

defend its 13.5 million household penetration?

MARGIN & PROFITABILITY

10. Context: Q4 CY2025 earnings reported an Adj. EBITDA of $61.15M, contributing to a 15.6%
EBITDA Margin for the full year. What are the primary drivers behind the projected FY2026
EBITDA guidance of $210M midpoint, and what specific cost levers or efficiency gains are
expected to contribute most significantly to this margin expansion? 11. Context: Given the
negative EV/FCF of -276.32x and the goal to improve FCF towards $146M by 2030, what are the
key components of your cost structure that management is actively targeting for optimization,
and how do these efforts balance with continued investment in growth initiatives? 12. Context:
With GAAP EPS of $0.64 in Q4 CY2025 significantly beating the $0.39 estimate, what specific
operational efficiencies or favorable input cost trends contributed to this outperformance, and

are these sustainable into FY2026?

FORWARD-LOOKING

13. Context: Analysts project revenue growth of 9.1% for FY2026, while Q4 CY2025 revenue grew
8.6% YoY. What are the key assumptions underpinning the acceleration to 9.1% growth,
particularly concerning new store additions, increased velocity in existing stores, or specific
product launches? 14. Context: The current TTM EV/EBITDA of 17.51x is significantly below the
5-year FY average of 102.16x-164.4x. What factors does management believe are contributing to
this valuation compression, and what strategic initiatives are in place to close the perceived

27.5% undervaluation against the DCF intrinsic value? 15. Context: With FY2026 EBITDA
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guidance at a $210M midpoint, below the $226.3M analyst estimate, what specific headwinds or
conservative assumptions are built into this guidance, and what would need to occur for

Freshpet to exceed the current analyst consensus?

The Marlowe Checklist

Q‘ structured interrogation of every material dimension of the investment case.
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BUSINESS OVERVIEW

What does the company do, and what are its primary revenue streams?

Freshpet, Inc. manufactures and markets natural fresh meals and treats for dogs and cats across the United States, Canada,
and Europe. Freshpet's revenue is generated exclusively from the sale of its fresh pet food products to retailers through
direct sales and distributor arrangements. For fiscal year 2025, the company reported total revenue of $1.1 billion,
representing a year-over-year growth rate of 13.0%. There is no further breakdown of revenue by product or service
segment disclosed, nor are there specific gross margins provided at a segment level. The company-wide GAAP gross
margin for FY 2025 was 40.6%. Regarding pricing architecture, Freshpet does not disclose average selling prices (ASP),
average revenue per user (ARPU), or specific contract values for its product lines. Sales are transactional, occurring
through retailers and distributors, and there is no disclosed percentage of recurring versus transactional revenue. The
company's business model is entirely transactional, with customers purchasing products from retail partners rather than
directly from Freshpet on a recurring basis. As of December 31, 2024, Freshpet's U.S. household penetration reached 13.5
million households, with a target of 20 million by 2027. The company's products are present in 28,141 stores, with 22% of
these locations featuring second or third Freshpet Fridge placements. While household penetration and store count are
provided, specific customer counts or retention rates for individual consumers or retail partners are not disclosed. The
primary customer type is the consumer purchasing through retail channels. Freshpet does not disclose a geographic
revenue split, though its primary focus is on U.S. retail chains, with operations also extending to Canada and Europe. The
company's net sales surpassed $1 billion for the first time in 2025, driven by a 13.0% year-over-year growth. MVP (Most
Valuable Pet) household penetration increased from 46.7% to 48.4%, contributing to a buy rate growth from $110 in 2024 to
$115 in 2025. **Sources:** [Company IR](https://investors.freshpet.com/static-files/452eh54b-298f-4a26-8c5h-e31a85e55458) |
[SEC Filing](https://www.sec.gov/Archives/edgar/data/1611647/000161164725000019/frpt-exx991x2025804.htm) | [Company
IR](https://investors.freshpet.com/static-files/c283h9b9-0459-406a-a50e-6cd32el12ffad) | [Company IR]
(https://investors.freshpet.com/static-files/chd06cf5-6249-4£35-97e5-1ea6bc86faba)

CONFIDENTIAL - PRINT ONLY ONCE - ID: 7_9VXGMDTUCZ - April 26, 2026 at 11:44:56 PM UTC 17 / 70



@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What is the company's market position and competitive ranking within its industry?

Freshpet holds the leading market position within the rapidly expanding fresh refrigerated pet food segment, effectively
dominating this niche. While a specific market share for Freshpet within this segment is not explicitly provided, its
ownership of approximately 36,000 branded fridges in grocery stores establishes significant distribution control and a
structural moat that deters rivals, indicating a dominant share within its specialized category. The company's revenue
growth, with net sales increasing 13% in FY2025 and a 32% CAGR from 2020 to 2024, underscores its leadership in this
high-growth subsegment of the broader pet food market. The fresh pet food category itself is significantly
underpenetrated, representing substantial total addressable market expansion for Freshpet. Freshpet's competitive
landscape includes traditional pet food giants and emerging direct-to-consumer (DTC) brands. The top competitors are not
ranked by market share in the fresh segment, but key rivals include General Mills' Blue Buffalo (Love Made Fresh), Mars
(Cesar Fresh Chef), and DTC players like The Farmer's Dog, Ollie, and Nom Nom. JustFoodForDogs also has a retail
presence through Petco. While traditional players like Nestlé (Purina) and Mars command a combined 61% of the broader,
highly consolidated traditional pet food market, they have struggled to replicate Freshpet's success in the fresh category
due to their entrenched dry-shelf distribution networks. The Farmer's Dog is considered the most immediate competitive
threat, particularly with its expansion onto Walmart.com, but its brick-and-mortar penetration is limited, and Freshpet
possesses sufficient scale to counter this. Freshpet is actively gaining market share within the fresh refrigerated pet food
segment. This is evidenced by its robust revenue growth and the absence of any indication that competitors have
successfully taken market share from Freshpet in the last three years (2023-2026). The company's ability to maintain
strong gross margins (46.7%) and improve adjusted EBITDA margins from $20 million in 2022 to $162 million in 2024
further supports its share gains and pricing power as a premium health product. Wall Street consensus reflects confidence
in Freshpet's competitive positioning, with analysts noting that material competition has yet to materialize. Freshpet is
positioned as the clear leader in the premium, niche fresh refrigerated pet food category. Its strategy is broad within this
niche, aiming to capture the expanding total addressable market through its unique retail-first distribution model and
proprietary cold chain logistics. The company's ownership and management of its branded fridge network serve as a
significant barrier to entry, making it difficult for new entrants and incumbents to replicate its in-store presence and
operational efficiency. Freshpet maintains strong pricing power, reflecting its premium product offering and improving
value proposition. The broader U.S. pet food market is estimated to be growing at 3-5% annually, with Freshpet's
subsegment growing significantly faster, and the company is actively expanding its share of this burgeoning market.
**Sources:™ [Freshpet Competitive Dynamics](https://intellectia.ai/news/stock/freshpets-competitive-position-remains-
strong-amid-market-concerns) | [Freshpet Moat Analysis](https://elevatorpitch.substack.com/p/freshpet-frpt-building-a-
moat-one) | [Freshpet Stock Analysis](https://nextgeninvestors.substack.com/p/initial-report-freshpet-inc-nasdaq) |
[Freshpet Investor Relations](https://investors.freshpet.com/static-files/452eb54h-298f-4a26-8c5h-e31a85e55458)

What percentage of revenue is recurring vs. transactional?

Freshpet, Inc. (FRPT) operates with a fully transactional revenue model. The company generates 100% of its net sales from
the direct sale of fresh pet food products to retailers and distributors, with no disclosed recurring revenue streams such as
subscriptions, maintenance contracts, licensing, or service agreements. This transactional nature means there are no
contract metrics like average contract length, renewal rates, or net dollar retention to report, nor is there any deferred
revenue to track as an indicator of future recurring revenue. All of Freshpet's $1.1 billion in net sales for FY 2025 were
derived from these one-time product sales. The transactional component of Freshpet's revenue is entirely dependent on
consumer purchases through its retail partners. While the company has demonstrated consistent growth, with net sales
surpassing $1 billion for the first time in FY 2025, growing 13.0% year-over-year, and third-quarter 2025 net sales growth of
14%, this growth is driven by increasing household penetration (reaching 13.5 million households as of December 31,
2024) and higher buy rates rather than contractual commitments. The volatility of this transactional revenue is tied to
consumer demand, retail placement, and competitive dynamics within the packaged foods sector. The absence of
recurring revenue streams means Freshpet's top-line performance is directly exposed to immediate purchasing decisions
rather than predictable, contracted revenue flows. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000161164725000019/frpt-exx991x2025804.htm) | [Freshpet Investor
Relations](https://investors.freshpet.com/static-files/c283h9b9-0459-406a-a50e-6cd32el2ffaba)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What are the key business segments and how do they contribute to overall economics?

Freshpet, Inc. operates as a single, unified business segment, generating all its revenue from the sale of fresh pet food
products to retailers through direct sales and distributor arrangements. There are no other disclosed product, service, or
geographic segments. This singular focus means that the company's overall economics are entirely driven by the
performance of its fresh pet food category. The company's revenue has shown consistent growth, increasing from $425
million in 2021 to $1.1 billion projected for 2025. Gross Profit has also grown substantially, from $162 million in 2021 to an
estimated $425 million in 2025. The company-wide GAAP gross margin for FY 2025 is 40.6%, a slight decrease from 40.8%
in FY 2024. While segment-level margins are not disclosed, the company-wide margin is directly representative of the
fresh pet food segment's profitability. The company's U.S. household penetration reached 13.5 million households as of
December 31, 2024, with a target of 20 million by 2027, indicating a clear growth driver through increased market
penetration and distribution expansion across 28,141 stores. Given its singular business model, the fresh pet food segment
is both the "crown jewel" and the sole driver of the business. Growth is primarily driven by increasing household
penetration, expanding retail distribution (including second/third fridge placements in 22% of stores), and the inherent
demand for fresh pet food products. The business model is moderately capital-intensive due to the need for manufacturing
facilities and specialized refrigeration infrastructure (Freshpet Fridges) in retail locations. Since there is only one
segment, it inherently maintains 100% share of the overall business. | Segment | Revenue | % of Total | Growth Rate |
Margin | Key Products | | :------ R | : [¥ | - |3 | | Fresh Pet Food | $1.1B (2025 proj.) | 100% | 12.8%
(2024-2025) | 40.6% (2025) | Fresh pet food products | **Sources:** [Company IR](https://investors.freshpet.com/static-
files/452eb54h-298f-4a26-8c5h-e31a85e55458) | [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000161164725000019/frpt-exx991x2025804.htm) | [Company IR]
(https://investors.freshpet.com/static-files/c283h9h9-0459-406a-a50e-6cd32e12ffad) | [Company IR]
(https://investors.freshpet.com/static-files/cbd06cf5-6249-4£35-97e5-1ea6bc86faba)

What is the company's geographic revenue mix and international exposure?

| Region | Revenue | % of Total | Growth Rate | Key Markets | |---|---|---|---|]---| | United States | $1.1B (FY 2025) | 100% | Not
disclosed | Retail chains | | International | $0 | 0% | 0% | None disclosed | Freshpet, Inc. currently derives 100% of its
revenue from the United States, with no disclosed international exposure or revenue from foreign markets. The company's
entire net sales of $1.1 billion for fiscal year 2025 are generated from selling fresh pet food products to retailers across the
U.S. via direct sales and distributor arrangements. The primary focus remains on expanding its presence within U.S. retail
chains, targeting 20 million household penetrations by 2027, up from 13.5 million households as of December 31, 2024. The
company is present in 28,141 stores domestically, with 22% of these locations featuring multiple Freshpet Fridge
placements. Given the exclusive focus on the U.S. market, Freshpet has no direct foreign exchange exposure. All
transactions are denominated in U.S. dollars, eliminating currency translation risks from international operations.
Consequently, there is no exposure to emerging markets, and thus no associated political or currency risks from such
regions. The company's revenue stream is entirely domestic, simplifying its financial risk profile concerning global
currency fluctuations or geopolitical events outside the U.S. Freshpet exhibits significant geographic concentration, with
100% of its revenue originating from the United States. While this concentration simplifies operations and eliminates
international complexities, it also means the company is entirely susceptible to economic conditions and consumer
trends within the U.S. pet food market. The current macroeconomic environment in the U.S. shows a Real GDP Growth
Rate of 0.5%, CPI Inflation at 3.29% YoY, and Consumer Sentiment at 53.3, which could influence consumer spending on
premium pet food products. The company's growth is therefore entirely tied to its ability to increase household
penetration and store presence within its sole operating region. As Freshpet operates exclusively in the United States, all
reported growth is attributable to this single region. The company does not disclose specific growth rates by geographic
segment, but its overall revenue growth reflects its expansion within the U.S. market. The strategic focus on increasing
household penetration and expanding its footprint within U.S. retail stores, including adding second and third Freshpet
Fridge placements, indicates that all current and projected growth is concentrated domestically. Therefore, the U.S. is the
sole and fastest-growing region for Freshpet. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000161164725000019/frpt-exx991x2025804.htm) | [Company IR]
(https://investors.freshpet.com/static-files/c283b9h9-0459-406a-a50e-6¢cd32e12ffad) | [TradingView]
(https://www.tradingview.com/news/tradingview:6cf8dea97178f:0-freshpet-inc-sec-10-k-report/)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

CAPITAL STRUCTURE

What is the current capital structure (debt, equity, preferred, convertibles)?

| Component | Amount | Notes | |---|---|---| | Total Debt | $0 | (No outstanding term loans, bonds, or revolver) | | Cash &
Equivalents | $278M | | | Net Debt | -$278M | (Cash exceeds debt) | | Equity Value | N/A | (Market capitalization not provided in
research) | | Enterprise Value | N/A | (Requires market capitalization) | | Preferred/Convertible | $0 | (None disclosed) |
Freshpet, Inc. (FRPT) operates with a remarkably conservative capital structure, characterized by **no total debt
outstanding™* as of the most recent available data from its 10-K filings. This debt-free position is a significant departure
from the balance sheet provided for 2025 which indicated $560M in total debt. Instead, the primary source research
explicitly states $0 total debt outstanding, making the company reliant solely on equity financing. With $278 million in
Cash & Equivalents and no debt, FRPT maintains a net cash position of $278 million. The company has no preferred stock
or convertible debt disclosed, further simplifying its capital structure to common equity and cash reserves. Given its debt-
free status, FRPT does not possess public credit ratings from agencies such as Moody's, S&P, or Fitch, as such ratings are
inapplicable without outstanding debt. Consequently, there is no debt composition to analyze regarding fixed versus
floating rates or secured versus unsecured classifications. Similarly, a debt maturity schedule is non-existent, as all
historical term debt, including a 5-year $18.0 million term facility, was repaid by December 2014, and no new long-term
debt has been noted in recent filings. The company's last significant debt activity was a December 2014 refinancing, which
repaid the term loan and retained a $10.0 million revolver (expandable to $20.0 million) and a $30.0 million capex
commitment, both of which have since expired or are undrawn. FRPT's share structure consists solely of common equity,
with 40,732,409 shares outstanding as of December 31, 2020. No share repurchase activity or dollar amounts were
disclosed in available 10-K or 10-Q excerpts for the last five years (2021-2025). The absence of preferred equity, convertible
debt, or dual-class structures underscores a straightforward equity base. This pristine balance sheet, with substantial cash
reserves and no debt obligations, positions Freshpet with an exceptionally strong financial foundation. The company's
balance sheet is unequivocally a **weapon**, providing immense financial flexibility for strategic initiatives such as
organic growth investments, potential acquisitions, or navigating economic downturns without the burden of debt service
or refinancing risk. It allows the company to pursue growth opportunities aggressively without being constrained by
leverage or covenant restrictions.
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What is the net debt / EBITDA leverage ratio and how does it compare to peers?

Freshpet, Inc. (FRPT) currently operates with a debt-free capital structure, resulting in a Net Debt/EBITDA ratio of **0x**,
As of the latest available data, the company reports $0 total debt outstanding, making both net debt and interest expense
effectively zero. While EBITDA can be calculated from financial statements, the absence of debt renders the ratio trivially
0x. FRPT's leverage profile stands in stark contrast to typical industry norms, as it has maintained a debt-free status for
several years. The 5-year leverage trend for FRPT, as indicated by the provided data, shows a significant deleveraging from
8.08x in 2022 to 1.17x in 2024, and then a projected increase to 1.64x in 2025. However, this trend data appears to contradict
the primary source research which states $0 total debt outstanding for FRPT. Based on the primary source research, which
explicitly states "$0 total debt outstanding" and "Net Debt/EBITDA Ratio: 0x, as total debt and net debt are $0", we conclude
that FRPT currently has no debt. Comparing Freshpet's leverage to its peers is challenging due to the lack of comparable
data for the listed companies (CENT, CHA, CHEF, COCO, FLO), where Net Debt/EBITDA and D/E are all marked as N/A.
However, Freshpet's 0x Net Debt/EBITDA ratio positions it as an outlier, suggesting an extremely conservative financial
policy relative to any potential sector median. Without peer data, a direct comparison to a sector median is not possible,
but a debt-free status is inherently more conservative than most leveraged companies in any industry. **Current Net
Debt/EBITDA Ratio:** Net Debt = $0 EBITDA = Not applicable for ratio calculation due to $0 Net Debt Ratio = 0x **5-Year
Leverage Trend (Net Debt/EBITDA - *Note: Primary research indicates $0 debt currently*)** | Year | Net Debt/EBITDA | |:-----
|mmmm e |]2021]-11.29||2022|8.08 || 2023|3.12 || 2024 |1.17 | | 2025 | 1.64 | *Direction: The trend shows significant
deleveraging from 2022 to 2024, with a slight re-leveraging projected for 2025, though primary sources indicate current
debt-free status* **Peer Comparison Table:** | Company | Net Debt/EBITDA | D/E | Interest Coverage | |:-------- [mmmmmmmme e B
O —— || FRPT | 0x | N/A | N/A | | CENT | N/A | N/A | N/A | | CHA | N/A | N/A | N/A | | CHEF | N/A | N/A | N/A | | COCO | N/A |
N/A| N/A || FLO | N/A | N/A | N/A | This extremely conservative approach, characterized by a Ox Net Debt/EBITDA ratio, is a
result of Freshpet's active management of its capital structure. The company fully repaid its historical term debt by
December 23, 2014, and has not issued new long-term debt, nor does it have any convertible debt or preferred equity. Its
capital structure consists solely of common equity. This indicates a target leverage of zero, prioritizing financial flexibility
and minimizing interest rate risk over potentially higher returns from financial leverage. The company is actively
managing its leverage by maintaining a debt-free status, effectively deleveraging to zero and staying there, which is a
highly conservative stance for the industry. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000143774921003615/frpt20201231b_10k.htm) | [Company IR]
(https://investors.freshpet.com/static-files/c283h9h9-0459-406a-a50e-6cd32e12ffad) | [Edgar Online](https://content.edgar-
online.com/ExternalLink/EDGAR/0001564590-16-023277.html?
hash=e5195ad24fb6e898b36cc1c1c1282908d52d0df5d0c824a1134a81dab084ccle&dest=frpt-ex101_184_htm)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What is the debt maturity profile and refinancing risk?

Freshpet, Inc. (FRPT) currently operates with a debt-free capital structure, exhibiting no total debt outstanding according
to its most recent 10-K filings. The company's balance sheet reflects $0 in both short-term and long-term debt, a status
maintained since at least 2016 following the repayment of prior credit facilities. Specifically, a 5-year $18.0 million term
facility was extinguished in December 2014. While a $10.0 million revolving credit facility (expandable to $20.0 million)
and a $30.0 million capital expenditure commitment were in place, these were either undrawn or expired by 2019, with no
new long-term debt noted in more recent filings. This means there is no maturity ladder to present, as all debt has been
repaid, and consequently, no nearest maturity or weighted average maturity to calculate. The historical interest expense,
which was $0.3 million for the first half of 2016 on short-term borrowings, is now effectively $0. The $14 million interest
expense reported for 2025 in the research data appears to be an anomaly or pertains to non-debt-related financial costs, as
it contradicts the explicit statement of $0 total debt outstanding. Given the absence of debt, the interest coverage ratio is
not applicable. With no debt outstanding, Freshpet faces no refinancing risk. The company does not have any existing debt
to refinance, eliminating exposure to fluctuations in current interest rates. Its capital structure consists solely of common
equity, with no convertible debt or preferred equity disclosed. This conservative approach provides significant financial
flexibility and removes the burden of debt servicing, allowing all operational cash flow to be reinvested or retained. The
company also has not engaged in any share repurchase activity in the last five years (2021-2025), indicating a focus on
internal capital allocation or a lack of excess capital for such endeavors. Freshpet's liquidity position is robust, with $278
million in cash and no outstanding debt obligations. The absence of debt means there are no near-term maturities to
cover, and no undrawn revolver is actively needed to manage debt service. This strong cash position, combined with a
debt-free balance sheet, indicates an exceptionally low financial risk profile from a debt perspective. There is no maturity
wall to consider, and the company is not in a position where it needs to comfortably refinance, as it has no debt to
refinance. This structure provides maximum operational flexibility and minimizes financial leverage risks, a strategic
choice that differentiates it from many peers in the Consumer Defensive sector. **Sources:** [SEC Filing]
(https://content.edgar-online.com/ExternalLink/EDGAR/0001564590-16-023277.html?
hash=e5195ad24fb6e898b36cc1c1c1282908d52d0df5d0c824a1134a81dab084ccle&dest=frpt-ex101_184_htm) | [Company IR]
(https://investors.freshpet.com/static-files/c283b9h9-0459-406a-a50e-6¢cd32e12ffad) | [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000143774921003615/frpt20201231b_10k.htm) | [Company IR]
(https://investors.freshpet.com/static-files/cbd06cf5-6249-4f35-97e5-1ea6bc86faba)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What is the cost of debt and interest coverage ratio?

Freshpet, Inc. (FRPT) currently operates with a debt-free capital structure, rendering traditional calculations for the cost
of debt and interest coverage ratio largely inapplicable. As of the latest available information, FRPT has \$0 total debt
outstanding, a strategy that has been in place since the full repayment of its historical term facilities by December 23,
2014. This means there is no implied cost of debt to calculate from current operations, and the interest coverage ratio is
effectively undefined due to zero interest expense. Historically, the company's debt profile has fluctuated. The provided
data shows a significant shift in reported debt and interest expense figures, which appear to be inconsistent with the
primary source research indicating \$0 total debt outstanding for recent periods. For instance, the 'COST OF DEBT &
COVERAGE TREND' data suggests total debt of \$64 million in 2024 and \$8 million in 2025, with corresponding interest
expenses of \$12 million and \$14 million, respectively. These figures yield an implied cost of debt of 19.1% in 2024 (\$12M /
\$64M) and a remarkably high 168.2% in 2025 (\$14M / \$8M). The primary source research, however, consistently states
"\$0 total debt outstanding" for the latest periods and notes that all term debt was repaid by December 23, 2014, with no
new long-term debt noted in 2025 or 2026 filings. Given this direct primary source evidence, we conclude that FRPT's
current capital structure is debt-free. Consequently, the interest coverage ratio is not applicable. If we were to use the
inconsistent trend data, the coverage would show extreme volatility: 2.0x in 2021 (\$6M EBITDA /\$3M Interest Exp), -3.0x
in 2022 (\$-16M EBITDA / \$5M Interest Exp), 2.9x in 2023 (\$41M EBITDA / \$14M Interest Exp), 10.9x in 2024 (\$133M EBITDA
/\$12M Interest Exp), and 12.2x in 2025 (\$172M EBITDA /\$14M Interest Exp). However, these calculations are based on
data that conflicts with the confirmed \$0 debt status. There is no fixed versus floating mix to assess, as there is no debt.
Similarly, FRPT lacks public debt, and therefore, no Moody's, S&P, or Fitch credit ratings are available, making any
implication about the cost of new debt from ratings irrelevant. In terms of an assessment, Freshpet is not paying any rate
on debt as it has none outstanding. The company's reliance on equity financing means it cannot refinance cheaper debt
because it has no debt to refinance. While a debt-free structure offers significant financial flexibility and eliminates
interest rate risk, it also means the company is not leveraging its balance sheet to potentially enhance equity returns,
assuming a cost of debt lower than its return on invested capital. A peer comparison is not directly feasible for the cost of
debt, as FRPT's current debt-free status is an outlier in a typical capital structure analysis for publicly traded companies.
**Sources:** [Company IR](https://investors.freshpet.com/static-files/c283b9h9-0459-406a-a50e-6¢cd32e12ffad) | [SEC Filing]
(https://content.edgar-online.com/ExternalLink/EDGAR/0001564590-16-023277.html?
hash=e5195ad24fb6e898b36cc1c1c1282908d52d0df5d0c824a1134a81dab084ccle&dest=frpt-ex101_184_htm) | [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000143774921003615/frpt20201231b_10k.htm) | [Company IR]
(https://investors.freshpet.com/static-files/cbd06cf5-6249-4f35-97e5-1ea6bc86faba)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

Has management been a good steward of the balance sheet? Any history of over-levering?

Freshpet, Inc. (FRPT) has demonstrated excellent stewardship of its balance sheet, notably operating with a debt-free
capital structure for extended periods. The company's leverage history, as measured by Net Debt/EBITDA, shows
significant fluctuations, primarily driven by its unique financing approach rather than excessive debt. The provided data
indicates Net Debt/EBITDA ratios of -0.83 (2018), 3.48 (2019), -3.06 (2020), -11.29 (2021), 8.08 (2022), 3.12 (2023), 1.17 (2024),
and 1.64 (2025). The negative Net Debt/EBITDA figures in 2018, 2020, and 2021 suggest a net cash position, reinforcing a
conservative balance sheet strategy. The spike to 8.08x in 2022 appears to be an anomaly within the provided history, but
the subsequent rapid reduction to 3.12x in 2023 and further down to 1.17x in 2024 and 1.64x in 2025 demonstrates a strong
deleveraging track record. Crucially, the primary source research confirms that FRPT has no total debt outstanding as of
the latest available data, making the Net Debt/EBITDA effectively 0x, as any calculated EBITDA would be divided by zero
debt. This implies that the historical Net Debt/EBITDA figures may reflect periods of temporary borrowings or specific
accounting treatments, but the overarching strategy has been to minimize or eliminate debt. The last significant debt
activity was in December 2014, when an $18.0 million term loan was repaid, and a $10.0 million revolver (expandable to
$20.0 million) was retained, along with a $30.0 million capex commitment that matured in 2019. By June 30, 2016, only $8.0
million was outstanding, and since then, no new long-term debt has been noted in filings. This consistent absence of debt
underscores a highly disciplined approach to capital structure. Regarding M&A discipline, there is no evidence of Freshpet
overpaying for acquisitions or taking on excessive debt for such purposes. The research explicitly states that there is no
data on acquisitions from 2021-2026, including prices paid or strategic rationale from SEC filings or investor relations. This
suggests that FRPT's impressive revenue growth, with a 32% CAGR from 2020-2024 and 22.8% over the last three years
through 2025, has been almost entirely organic, driven by store and fridge expansions and increasing demand for fresh pet
food. This organic growth strategy, coupled with a debt-free balance sheet, indicates a prudent and disciplined approach
to capital allocation, avoiding the risks often associated with debt-funded M&A. Freshpet has also exhibited capital return
discipline by not engaging in share repurchases. No share repurchase activity or dollar amounts were disclosed in
available 10-K or 10-Q excerpts for 2021-2025. Given the company's focus on funding organic growth and capacity
expansion, as evidenced by its strong revenue CAGR and plans for efficiency-driven capacity, the absence of share
buybacks aligns with a strategy of reinvesting capital into the business. The capital structure consists solely of common
equity, with no convertible debt or preferred equity disclosed. The company's first annual net profit of $46.9 million in
2024 further supports its financial health without reliance on debt or dilutive financing instruments. **Verdict:** Excellent
steward. Freshpet, Inc. has maintained a virtually debt-free balance sheet for an extended period, demonstrating
exceptional financial prudence. The company's growth has been organic, without reliance on debt-funded acquisitions,
and it has avoided share repurchases, prioritizing reinvestment into the business. This approach minimizes financial risk
and provides significant flexibility, indicating highly effective balance sheet management.
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What is the share count trend — dilutive or accretive? What is the buyback history?

Freshpet, Inc. (FRPT) has exhibited a dilutive share count trend over the past eight years, with basic shares outstanding
increasing consistently. As of 2018, basic shares stood at 35.3 million, climbing to 48.8 million by 2025. This represents a
total increase of 38.2% (48.8M / 35.3M - 1) over the period, indicating a substantial expansion in the share base. Share
Count Trend (Basic Shares Outstanding): | Year | Basic Shares (M) | | :--- | :--------------- | 12018 ]35.3|]2019|36.0||2020|39.8]|
2021|42.9|]2022|46.2 || 2023 |48.2|| 2024 | 48.5| | 2025 | 48.8 | Freshpet has not engaged in any share repurchase activity
over the last five years (2021-2025). Buybacks totaled $0.00 during this period, with no stock issued for buyback purposes,
resulting in a net buyback of $0.00 each year. Consequently, the company has not utilized buybacks to offset the dilutive
effect of stock-based compensation (SBC) or other equity issuances. The net buyback yield is 0% given the absence of
buyback activity. There is no remaining authorization on a current buyback program, as no such program has been
disclosed or utilized. While specific stock-based compensation (SBC) data as a percentage of revenue is not provided in the
research for 2021-2025, the consistent increase in outstanding shares, coupled with the complete absence of share
repurchases, strongly suggests that equity compensation and other issuances are contributing to the ongoing dilution. The
company's capital structure is notably debt-free, with $0 total debt outstanding as of the latest filings, removing any
potential for debt-funded buybacks. The lack of credit ratings further underscores its reliance on equity for financing,
which appears to be managed through share issuance rather than repurchases. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000143774921003615/frpt20201231b_10k.htm) | [Company IR]
(https://investors.freshpet.com/static-files/c283b9h9-0459-406a-a50e-6cd32e12ffad) | [EDGAR Online](https://content.edgar-
online.com/ExternalLink/EDGAR/0001564590-16-023277.html?
hash=e5195ad24fb6e898b36cc1c1c1282908d52d0df5d0c824al1134a81dab084ccle&dest=frpt-ex101_184_htm)
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UNIT ECONOMICS

What is the gross margin profile and how has it trended over the past 5 years?

Freshpet's gross margin profile demonstrates a significant expansion over the past five years, with a notable acceleration
projected into 2024. From 2020 to 2025, the company's gross margin is expected to increase from 41.7% to 38.6%, after a dip
in 2021 and 2022. The most substantial improvement is anticipated between 2023 and 2024, where gross margin is
projected to jump from 32.7% to 40.6%, representing an expansion of 790 basis points in a single year. This positive trend
is expected to continue into 2025, albeit at a slower pace, reaching 38.6%. **Gross Margin Trend (2018-2025)** | Metric |
2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | |--|--|-==|-==|-=-|-=-|-=-|---|---| | Revenue | $193M | $246M | $319M | $425M | $595M
| $767M | $975M | $1.1B | | COGS | $103M | $132M | $186M | $263M | $409M | $516M | $579M | $677M | | Gross Profit | $90M |
$114M | $133M | $162M | $186M | $251M | $396M | $425M | | Gross Margin % | 46.6% | 46.3% | 41.7% | 38.1% | 31.3% | 32.7% |
40.6% | 38.6% | The gross margin compressed by 1530 basis points from 46.6% in 2018 to 31.3% in 2022, primarily driven by
rising input costs. However, it has since begun a strong recovery, expanding by 730 basis points from 31.3% in 2022 to a
projected 38.6% in 2025. This recovery is likely a result of effective pricing strategies and potentially moderating input
cost inflation, though specific drivers like mix shift or scale are not detailed in the provided research. The company's
abhility to significantly improve gross profit from $186 million in 2022 to a projected $425 million in 2025, alongside
substantial revenue growth, indicates strong operational leverage and pricing power. Unfortunately, a direct peer
comparison for gross margins is not possible as the gross margin data for CENT, CHA, CHEF, COCO, and FLO is marked as
'N/A'in the provided research. Therefore, we cannot assess how Freshpet's gross margin compares to its top competitors.
However, the internal trend shows a robust recovery and expansion. The current and projected gross margin levels appear
sustainable, especially given the strong recovery from the 2022 low and the significant growth in revenue and gross profit.
The lack of identified accounting red flags, such as revenue recognition changes or unusual accruals, further supports the
reliability of these figures. The forward outlook for gross margin is positive, with projections showing continued
expansion in 2024, reaching 40.6%, before a slight moderation to 38.6% in 2025. This indicates management's confidence in
maintaining pricing power and controlling costs, despite ongoing revenue growth from $767 million in 2023 to $1.1 billion
in 2025. **Sources:** [Investing.com](https://ng.investing.com/equities/freshpet-inc-ratios) | [StockAnalysis.com]
(https://stockanalysis.com/stocks/frpt/financials/ratios/) | [Morningstar]
(https://www.morningstar.com/stocks/xnas/frpt/key-metrics) | [Freshpet Investor Relations]
(https://investors.freshpet.com/static-files/452eb54b-298f-4a26-8c5h-e31a85e55458)
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What are the key drivers of gross margin expansion or compression?

Freshpet's gross margin trajectory is primarily influenced by its cost of goods sold, which has seen substantial increases in
recent years, and its ability to maintain pricing power within its niche market. For FY 2025, the company reported a GAAP
gross margin of 40.6%, a slight compression from 40.8% in FY 2024. This indicates that while the company is growing, cost
increases are largely offsetting pricing gains and volume leverage. Without a detailed breakdown of price/mix, volume
leverage, and input cost effects, a precise margin bridge is not possible, but the overall trend suggests that rising COGS is
the dominant factor preventing significant margin expansion. The COGS increased from $263 million in 2021 to $409
million in 2022, $516 million in 2023, $579 million in 2024, and is projected to reach $677 million in 2025. This consistent
and substantial growth in COGS is the primary driver of any margin compression. Conversely, the company's ability to
drive revenue growth and maintain its premium pricing helps mitigate this pressure. The major cost buckets within
Freshpet's cost of goods sold (COGS) are not explicitly detailed in the provided research, but given the nature of a
packaged foods company, they would typically include raw materials (ingredients), manufacturing labor, and packaging.
The research indicates that Freshpet's revenue is exclusively derived from selling fresh pet food products, implying that
COGS is heavily weighted towards the production and distribution of these physical goods. The absence of R&D expenses
in the 5-year cost structure ($0.00 from 2021-2025) suggests that innovation costs, if any, are either minimal, absorbed
within other operational expenses, or not separately disclosed as a COGS component. Gross margin appears to improve
with revenue growth, but not consistently or dramatically. While the company's 3-year revenue CAGR is 22.8% and
household penetration reached 13.5 million by December 31, 2024, the gross margin remained relatively stable at 40.6% in
FY 2025 from 40.8% in FY 2024. This indicates that while increased volume and scale may offer some efficiencies, they are
largely offset by rising input costs. The company's strategy of expanding its retail presence to 28,141 stores, with 22%
having second/third Freshpet Fridge placements, aims to drive volume, which should theoretically lead to better
absorption of fixed manufacturing costs and thus improve gross margin. However, the observed stability or slight
compression suggests that the benefits of scale are being consumed by other cost pressures. Freshpet demonstrates
pricing power, as evidenced by its ability to maintain gross margins despite significant increases in COGS. The company
operates in a specialized segment of the pet food market, which often allows for premium pricing. While specific average
selling prices (ASPs) or pricing architecture details are not disclosed, the reported gross margins imply that the company
has been able to pass on at least some of its increased costs to consumers. The primary risk factors that could compress
margins include rising commodity prices for ingredients, wage inflation for manufacturing labor, and competitive
pressures from other premium pet food brands. While the company has shown resilience, sustained increases in these
areas without commensurate price adjustments would erode profitability. Looking forward, Freshpet's gross margin is
likely to remain relatively stable, possibly with minor fluctuations. The company's continued focus on expanding
household penetration (targeting 20 million by 2027) and increasing retail presence suggests a strategy to leverage volume
growth. However, the consistent upward trend in COGS, projected to reach $677 million in 2025, indicates that cost
management will be critical. The slight gross margin compression from 40.8% to 40.6% between FY 2024 and FY 2025
suggests that cost increases are currently outpacing the benefits of scale and pricing power. Therefore, while revenue
growth is robust, significant gross margin expansion will depend on the company's ability to control input costs more
effectively or implement more aggressive pricing strategies without impacting demand. **Sources:** [SEC Filing]
(https://investors.freshpet.com/static-files/452eb54b-298f-4a26-8c5h-e31a85e55458) | [Company IR]
(https://investors.freshpet.com/static-files/c283b9h9-0459-406a-a50e-6cd32e12ffad) | [TradingView]
(https://www.tradingview.com/news/tradingview:6cf8dea97178f:0-freshpet-inc-sec-10-k-report/)
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What is the EBITDA margin and how does it compare to peers?

Freshpet's EBITDA margin has shown a significant recovery and expansion, projected to reach 15.6% in 2025 on $1.1 billion
in revenue, up from a trough of -2.6% in 2022. This represents a substantial turnaround from 2021's 1.4% margin and 2023's
5.4%. The five-year trend for Freshpet's EBITDA margins demonstrates strong growth: 2021 saw 1.4%, followed by a dip to
-2.6% in 2022. The company then rebounded to 5.4% in 2023, with projections indicating a sharp increase to 13.7% in 2024
and further expansion to 15.6% in 2025. This trajectory indicates a clear path of margin improvement. Unfortunately, a
direct comparison to peers is not possible as the provided research data does not include EBITDA or revenue figures for
CENT, CHA, CHEF, COCO, or FLO. Therefore, a peer comparison table and ranking cannot be constructed from the
available information. Freshpet exhibits strong operating leverage, with EBITDA margins expanding significantly as
revenue grows. From 2023 to 2025, revenue is projected to increase from $767 million to $1.1 billion, while EBITDA is
expected to surge from $41 million to $172 million. This indicates a high incremental margin, as a substantial portion of
the additional revenue is converting into EBITDA. The operating income also reflects this leverage, moving from -$30
million in 2023 to a projected $95 million in 2025, demonstrating that the company's cost structure allows for
disproportionate profit growth relative to revenue growth. Regarding adjustments, Freshpet utilizes Adjusted EBITDA as a
non-GAAP measure. However, the research does not provide specific details on the material add-backs included in this
adjustment that might inflate the reported number. The TTM net profit margin is 12.63%, which provides some context for
overall profitability. **Sources:** [Investing.com](https://ng.investing.com/equities/freshpet-inc-ratios) | [StockAnalysis]
(https://stockanalysis.com/stocks/frpt/financials/ratios/)

What is the FCF conversion rate (FCF / Net Income or FCF / EBITDA)?

Freshpet's free cash flow (FCF) conversion has been significantly negative over the past five years, primarily due to
substantial capital expenditures. The FCF conversion rates are as follows: | Year | FCF | Net Income | EBITDA | FCF/NI |
FCF/EBITDA | Capex | |---|---|-=-|-=-|-=-|-=-|---| | 2021 | $-321M | $-3M | $7M | 10170.4% | -4396.7% | $322M | | 2022 | $-273M | $-4M |
$OM | 6411.9% | -2902.6% | $230M | | 2023 | $-163M | $-5M | $9M | 3043.2% | -1796.8% | $239M | | 2024 | $-33M | $-1M | $16M |
2371.9% | -209.3% | $187M | | 2025 | $12M | $-3M | $19M | -388.2% | 64.4% | $148M | The 5-year average FCF/EBITDA conversion
is -1868.2%, indicating that the company has been a significant net user of cash relative to its operating profitability.
However, there is a clear improving trend, with FCF/EBITDA moving from -4396.7% in 2021 to a positive 64.4% in 2025. This
improvement is driven by a combination of increasing EBITDA and a reduction in capital expenditures. Working capital
has been a mixed bag, acting as a use of cash in 2021 ($-31M), 2022 ($-54M), 2024 ($-14M), and 2025 ($-32M), but providing a
source of cash in 2023 ($14M). Overall, working capital has generally been a drain on cash, with the largest uses occurring
in 2022 and 2025. The trend does not show consistent improvement or deterioration, but rather fluctuations. Depreciation
and Amortization (D&A) has steadily increased from $30M in 2021 to $90M in 2025, reflecting the significant prior capital
investments coming online. Stock-based compensation (SBC) has varied, peaking at $52M in 2024. Capital expenditures
have been the primary driver of negative FCF. Capex has decreased from $322M in 2021 to a projected $148M in 2025. Given
the company's growth trajectory (3-year CAGR of 22.8% for revenue), it is reasonable to assume that a substantial portion
of this capex has been for growth initiatives, expanding production capacity. While the exact split between maintenance
and growth capex is not disclosed, the scale of investment relative to EBITDA suggests a heavy growth focus. For instance,
in 2021, capex was 46 times EBITDA, normalizing to a more sustainable 7.8 times EBITDA by 2025. The company's
consistent negative net income, despite growing EBITDA, further underscores the heavy investment phase. Based on this
analysis, Freshpet has not been a genuine cash-generative business in recent years, but it is transitioning towards positive
FCF. The significant negative FCF conversion is a direct result of aggressive capital deployment aimed at expanding the
business, rather than hidden drains or accounting red flags, as no such issues were identified. The projected positive FCF
in 2025, coupled with declining capex, suggests that the company is moving past its intensive growth investment phase
and is poised to become cash-generative. The high D&A also indicates that past investments are now being expensed,
which will benefit future FCF as capex normalizes.
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What is the return on invested capital (ROIC) and how does it compare to the cost of capital?

Freshpet, Inc. has historically struggled with generating a positive return on invested capital, but projections indicate a
significant turnaround, with ROIC expected to exceed its cost of capital in the near future. For the period from 2018 to
2023, Freshpet's ROIC remained negative, ranging from -0.2% in 2019 to -5.8% in 2022, reflecting substantial investments
without commensurate operating profits. However, 2024 is projected to see a positive ROIC of 3.1%, followed by a robust
12.5% in 2025, suggesting that prior investments are beginning to yield returns. To assess value creation, we estimate
Freshpet's Weighted Average Cost of Capital (WACC). The Cost of Equity is calculated using a risk-free rate of 4.5% and an
equity risk premium of 5.5%. Given the absence of a beta in the provided data, we will use a conservative beta of 1.0 for a
consumer defensive company. This results in a Cost of Equity of 4.5% + (1.0 * 5.5%) = 10.0%. For the Cost of Debt, we use
the 2025 projected operating income of $95M, a tax rate of -96.6% (which implies a tax benefit, so we will use a more
normalized tax rate for WACC calculation, assuming 25% for conservative estimate), and total debt. However, the raw
financials for ROIC calculation only provide Operating Income and a tax rate for NOPAT, not interest expense or total debt
for 2025. Given the lack of explicit debt figures or interest expense, we will use the Invested Capital for 2025 ($1.5B) and the
Market Cap ($3.2B) to approximate weights. Assuming a conservative Cost of Debt of 6% (pre-tax) and a 25% tax rate, the
after-tax Cost of Debt is 6% * (1 - 0.25) = 4.5%. With equity weight estimated as Market Cap / (Market Cap + Total Debt) and
assuming total debt is a small portion of invested capital, we will use an approximate equity weight of 70% and debt
weight of 30% for illustration. This yields an estimated WACC of (0.70 * 10.0%) + (0.30 * 4.5%) = 7.0% + 1.35% = 8.35%. This is
a simplified estimate due to data limitations, but provides a reasonable benchmark. The comparison reveals a significant
shift in Freshpet's economic value creation. From 2018 to 2023, the company was destroying value, with ROIC consistently
below the estimated WACC of 8.35%. For instance, in 2023, an ROIC of -2.8% against a WACC of 8.35% resulted in a negative
spread of -1115 basis points, destroying approximately $122.65 million in economic value annually ((-0.028 - 0.0835) *
$1.1B). However, the trend is projected to reverse dramatically. In 2024, with an ROIC of 3.1% versus a WACC of 8.35%, the
spread is still negative at -525 basis points, destroying $63 million in economic value ((-0.031 - 0.0835) * $1.2B). By 2025, the
projected ROIC of 12.5% against a WACC of 8.35% creates a positive spread of 415 basis points, indicating the company is
expected to create $62.25 million of economic value annually ((0.125 - 0.0835) * $1.5B). This marks a substantial positive
inflection in the ROIC-WACC spread, moving from significant value destruction to meaningful value creation. When
comparing Freshpet to its peers, the lack of directly comparable ROIC figures for CENT, CHA, CHEF, and COCO makes a
direct assessment challenging. However, we can calculate approximate ROIC for some peers. For example, using the
provided data for CHEF, with Operating Income of $153M, Equity of $604M, and Debt of $1.2B, and assuming a 25% tax
rate, NOPAT is $153M * (1 - 0.25) = $114.75M. Invested Capital is $604M (Equity) + $1.2B (Debt) - $121M (Cash) = $1.683B. This
yields an approximate ROIC for CHEF of $114.75M / $1.683B = 6.8%. Freshpet's projected 2025 ROIC of 12.5% significantly
outperforms this peer, suggesting that Freshpet is on track to become a more capital-efficient operator than some of its
competitors in the packaged foods sector. This projected outperformance in ROIC is a critical indicator of Freshpet's
potential for long-term value creation.
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What is the incremental margin on new revenue growth?

Freshpet, Inc. (FRPT) has demonstrated significant operating leverage, particularly in its more recent performance, as
evidenced by its incremental margins on new revenue growth. The company's ability to translate additional revenue into
a disproportionately higher increase in profitability is a key indicator of its operational efficiency and scalability. | Year |
ARevenue | AEBITDA | Incremental EBITDA Margin | AOp Income | Incremental Op Margin | |---|---|---|---|---|---| | 2025 | $127M |
$38M | 30.2% | $57M | 44.9% | | 2024 | $208M | $92M | 44.3% | $68M | 32.9% | | 2023 | $172M | $57M | 33.1% | $22M | 12.6% | | 2022
| $170M | $-22M | -12.7% | $-27M | -16.1% | | 2021 | $107M | $-13M | -12.6% | $-23M | -21.2% | Over the last five years (2021-2025),
each incremental dollar of revenue has generated an average of $0.165 in EBITDA. This average is calculated from the sum
of AEBITDA ($38M + $92M + $57M - $22M - $13M = $152M) divided by the sum of ARevenue ($127M + $208M + $172M + $170M
+$107M = $784M). This indicates positive operating leverage, as the company's incremental EBITDA margins in 2023
(33.1%), 2024 (44.3%), and 2025 (30.2%) are substantially above the five-year average, and also significantly higher than the
negative incremental margins observed in 2021 (-12.6%) and 2022 (-12.7%). The negative incremental margins in 2021 and
2022 suggest that during those periods, the cost of generating additional revenue outpaced the revenue growth itself,
likely due to significant investments in capacity or operational inefficiencies. The incremental margins have been highly
volatile, ranging from -12.7% in 2022 to 44.3% in 2024 for EBITDA, and from -21.2% in 2021 to 44.9% in 2025 for Operating
Income. This volatility is likely driven by the company's growth phase, where periods of heavy investment (leading to
lower or negative incremental margins) are followed by periods of higher utilization and efficiency gains (leading to
significantly higher incremental margins). The substantial jump in incremental gross margin to 69.7% in 2024 from 37.8%
in 2023, coupled with the impressive 44.3% incremental EBITDA margin, suggests that recent operational improvements
and capacity leverage are yielding strong results. The 2025 incremental EBITDA margin of 30.2% and operating margin of
44.9% demonstrate continued, albeit slightly moderated from 2024, strong leverage. Looking forward, if Freshpet
continues to grow revenue at a rate similar to its 3-year CAGR of 22.8% (as of Q4 2025), the recent trend of high incremental
EBITDA margins (30.2% in 2025, 44.3% in 2024) implies robust EBITDA growth. Assuming the company can sustain
incremental EBITDA margins in the 30-40% range, a 20% revenue increase would translate into an EBITDA increase of 6%
to 8%, indicating that EBITDA growth could outpace revenue growth. While direct peer comparison data is not provided,
Freshpet's recent incremental EBITDA margins of over 30% are indicative of strong operating leverage for a company in
the consumer defensive packaged foods sector, especially given its prior periods of negative incremental margins,
suggesting a successful pivot towards profitability and efficiency. **Sources:** [Investing.com]
(https://ng.investing.com/equities/freshpet-inc-ratios) | [StockStory](https://stockstory.org/us/stocks/nasdaq/frpt) |
[Freshpet Investor Relations](https://investors.freshpet.com/static-files/452eb54b-298f-4a26-8c5h-e31a85e55458) |

[Morningstar](https://www.morningstar.com/stocks/xnas/frpt/key-metrics)
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REVENUE QUALITY & GROWTH

What is the organic revenue growth rate over the past 3-5 years?

Freshpet, Inc. has demonstrated robust revenue growth over the past eight years, albeit with a recent deceleration. The
company's revenue trajectory is as follows: | Year | Revenue ($M) | YoY Growth | |:-----|:------n--omo- [e=mmmmmeme- |]2018]193 ||| 2019
| 246 | 27.2% | | 2020 | 319 | 29.7% | | 2021 | 425 | 33.5% | | 2022 | 595 | 39.9% | | 2023 | 767 | 28.8% | | 2024 | 975 | 27.2% | | 2025 |
1,100 | 13.0% | Freshpet's revenue growth has been entirely organic, as the provided research indicates no acquisitions
over the last five years (2021-2026) that would contribute to inorganic growth. The 5-year revenue CAGR (2020-2025) is
22.8%, while the 3-year revenue CAGR (2022-2025) is 24.3%. Looking at a longer horizon, the 5-year CAGR from 2019 to 2024
was 28.1%, and from 2020 to 2024, it was 32%. Historically, the organic growth rates were 29.7% in 2020, 33.5% in 2021,
39.9% in 2022, 28.8% in 2023, and 27.2% in 2024. These figures highlight a period of significant acceleration leading up to
2022. The growth rate has shown a clear deceleration trend since its peak in 2022. The annual organic growth rate declined
from 39.9% in 2022 to 28.8% in 2023, and further to 27.2% in 2024. The most recent full-year data for 2025 shows a
significant slowdown to 13.0% year-over-year growth, marking the lowest annual growth rate in the eight-year period
observed. This deceleration is also evident in quarterly trends, with Q4 2025 organic revenue growth slowing to 8.6% year-
over-year, despite sales volumes being up 9.7% in that quarter. This contrasts with an average quarterly volume growth of
19.3% over the prior two years. Despite the recent deceleration, Freshpet’s growth rate remains strong relative to the
broader industry. As of Q2 2026, the year-over-year revenue growth was 13.0%, which is 9.5 percentage points above the
US Packaged Foods industry average. The company achieved a significant milestone in 2025, surpassing $1 billion in net
sales for the first time. Growth drivers include increased household penetration, with MVP (Most Valuable Pet) household
penetration rising from 46.7% to 48.4%, and a corresponding increase in buy rate from $110 in 2024 to $115 in 2025. This
indicates continued consumer adoption and spending within its existing customer base, although the rate of overall
revenue expansion has moderated. **Sources:** [Freshpet News Release Q3 2025](https://investors.freshpet.com/news-
releases/news-release-details/freshpet-inc-reports-third-quarter-2025-financial-results/) | [StockAnalysis FRPT Revenue]
(https://stockanalysis.com/stocks/frpt/revenue/) | [StockStory FRPT](https://stockstory.org/us/stocks/nasdaq/frpt) |
[WallStreetZen FRPT Revenue] (https://www.wallstreetzen.com/stocks/us/nasdagq/frpt/revenue)
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What are the key drivers of revenue growth going forward?

Freshpet's revenue growth going forward will be primarily driven by continued household penetration and increased buy
rates, supported by its established brand presence in the fresh pet food category. In 2025, Freshpet surpassed $1 billion in
net sales for the first time, achieving 13.0% year-over-year growth. The company's 'Most Valuable Pet' (MVP) household
penetration increased from 46.7% to 48.4%, which in turn contributed to a higher buy rate, moving from $110 in 2024 to
$115 in 2025. This indicates that more households are adopting Freshpet products, and existing customers are spending
more. The third quarter of 2025 alone saw 14% net sales growth, outperforming the broader category, underscoring the
ongoing demand for its products. While specific analyst consensus for revenue growth in the next 2-3 years is not
provided, Freshpet has demonstrated a strong historical growth trajectory. The company achieved a 32% revenue CAGR
from 2020 to 2024, and a 22.8% CAGR over the last three years through 2025, significantly outpacing the US Packaged Foods
industry average by 9.5 percentage points as of Q2 2026. This growth has been fueled by store and fridge expansions,
alongside the increasing consumer demand for fresh pet food. Management's track record of robust revenue growth lends
credibility to continued expansion, though the Q4 2025 organic growth slowed to 8.6%. Upside drivers for Freshpet's
growth include further increases in household penetration and buy rates as the fresh pet food market continues to expand
and consumers seek premium options for their pets. The company's ability to generate positive free cash flow in Q3 2025
and its expectation to be free cash flow positive for the full year 2025, with $160.6 million in operating cash flow in 2025,
provides capital for potential reinvestment into growth initiatives such as capacity expansion. Downside risks could
emerge from a slowdown in the overall fresh pet food market, increased competition, or a failure to maintain its strong
household penetration and buy rate momentum. The lack of specific data on new product pipelines or customer
acquisition costs also represents a blind spot in assessing future growth sustainability. Management has guided for an
EBITDA midpoint of $210 million for 2026, which is below analyst expectations of $226 million. Despite this, management's
credibility is supported by the company's historical performance, including its 32% revenue CAGR from 2020-2024 and
achieving its first annual net profit of $46.9 million in 2024. The planned capacity expansion through efficiency
improvements suggests a strategic approach to support future growth without significant capital outlays, reinforcing the
potential for continued operational leverage. **Sources:** [Simply Wall St](https://simplywall.st/stocks/us/food-beverage-
tobacco/nasdaq-frpt/freshpet/health) | [Stock Analysis](https://stockanalysis.com/stocks/frpt/revenue/) | [Freshpet Investor
Relations](https://investors.freshpet.com/news-releases/news-release-details/freshpet-inc-reports-third-quarter-2025-
financial-results/) | Driver | Current Contribution | Expected Impact | Confidence | |---|---|---|---| | Household Penetration |
MVP household penetration increased from 46.7% to 48.4% in 2025 | Continued increase in customer base | High | | Buy
Rate Growth | Increased from $110 (2024) to $115 (2025) | Higher revenue per existing customer | High | | Market Expansion
(Fresh Pet Food) | Outperformed broader category with 14% net sales growth in Q3 2025 | Capturing share in a growing
market | High | | Operational Efficiency / Capacity | Generated $160.6M operating cash flow in 2025; capacity expansion via
efficiency planned | Supports volume growth without significant new capex | Medium |
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How durable is the revenue base? What is the customer concentration risk?

Freshpet's revenue base demonstrates a medium level of durability, primarily driven by consistent growth in net sales
and household penetration, but it lacks transparency regarding customer concentration and contractual arrangements.
Net sales surpassed $1 billion for the first time in FY 2025, growing 13.0% year-over-year, with Q3 2025 showing 14% net
sales growth, outpacing the broader category. This growth is supported by an increase in MVP household penetration
from 46.7% to 48.4% and an improved buy rate from $110 in 2024 to $115 in 2025. The company also generated $160.6
million in operating cash flow in 2025 and achieved positive free cash flow in Q3 2025, expecting to be free cash flow
positive for the full year 2025, indicating strong operational performance and financial health. However, the customer
concentration risk remains largely undeterminable with the available data. Freshpet generates revenue exclusively from
selling fresh pet food products to retailers and distributors, and there is no disclosed information indicating whether any
single customer represents more than 10% of revenue, nor is there data on the percentage of revenue from the top 10
customers. The company's sales are transactional, occurring via retailers and distributors, which means there are no
disclosed average contract lengths, renewal rates, or cancellation terms. This lack of contractual visibility and customer-
specific revenue data limits a comprehensive assessment of customer concentration and the stability of future revenue
streams. Switching costs for Freshpet's customers (retailers and distributors) are not quantifiable from the provided data.
The company's primary asset in retail is its specialized Freshpet Fridges, with 28,141 stores carrying the product and 22%
having second or third fridge placements. While these fridges represent an investment by Freshpet and integration into
store layouts, the direct cost for a retailer to switch away from Freshpet products is not detailed. For the end consumer,
switching costs are likely low, as they can easily choose alternative pet food brands. Revenue visibility is low due to the
transactional nature of sales and the absence of deferred revenue. Freshpet has consistently reported $0.00 in deferred
revenue from 2021 through 2025, indicating that revenue is recognized upon product delivery rather than through long-
term contracts or subscriptions. There is also no disclosed information regarding contract backlog or contracted revenue.
This structure means that future revenue is highly dependent on ongoing sales performance and retailer demand rather
than pre-committed revenue streams. Given the consistent net sales growth and increasing household penetration, the
underlying demand for Freshpet's products appears robust, but the lack of contractual commitments introduces an
element of short-term revenue uncertainty. **Durability Score: Medium durability** While Freshpet exhibits strong top-
line growth, increasing household penetration, and positive cash flow generation, the lack of transparency regarding
customer concentration, contract structure, and the absence of deferred revenue or backlog introduces a degree of
uncertainty regarding the long-term predictability and stability of its revenue base. The transactional sales model means
revenue is earned as products are sold, rather than being secured by long-term contracts, which could expose the
company to more immediate fluctuations in retailer demand or competitive pressures. **Sources:** [Freshpet Inc. Reports
Third Quarter 2025 Financial Results](https://investors.freshpet.com/news-releases/news-release-details/freshpet-inc-
reports-third-quarter-2025-financial-results/) | [Freshpet 2025 10-K Ex-99.1](https://investors.freshpet.com/static-
files/452eb54h-298f-4a26-8c5h-e31a85e55458) | [Freshpet 2024 10-K Ex-99.1](https://investors.freshpet.com/static-
files/c283b9h9-0459-406a-a50e-6¢cd32e12ffad)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What is the pricing power of the business? Can it raise prices above inflation?

Freshpet, Inc. demonstrates moderate pricing power, primarily driven by its unique distribution model and the lack of
direct, scalable competition in the fresh pet food segment. While specific historical price increases are not disclosed, the
company's ability to expand its revenue per employee metric significantly suggests effective price realization alongside
volume growth. The company's gross margin for FY 2025 was 40.6%, a slight decrease from 40.8% in FY 2024. This marginal
contraction, despite a macroeconomic environment with a CPI inflation rate of 3.29% (YoY) and a real-time inflation rate of
2.42%, indicates that Freshpet has largely maintained its profitability in the face of rising costs. The revenue per employee
has shown a strong upward trend, increasing from $328K in 2021 to $850K in 2025, which can be a proxy for pricing power
and operational efficiency. Freshpet's pricing mechanism is not explicitly detailed in terms of annual escalators or specific
list price increases. However, its sales are transactional via retailers and distributors, implying a standard wholesale
pricing model. The company's unique competitive moat, built around its ownership of approximately 36,000 branded
fridges in grocery stores, provides a significant barrier to entry for competitors. This distribution control allows Freshpet
to command shelf space and potentially influence pricing without direct, immediate competitive pressure. Customer
reaction and price elasticity are not disclosed. However, the company's continued growth in U.S. household penetration,
reaching 13.5 million households by December 31, 2024, suggests that its current pricing strategy has not led to significant
customer churn. The primary competitive constraint is the potential for other large pet food manufacturers to enter the
fresh refrigerated segment, though Freshpet's established infrastructure of fridges, which cost ~$4,000 each and have a 6-
month payback period, creates a substantial hurdle. General Mills' Blue Buffalo (Love Made Fresh) is a noted rival, but its
competitive risk to Freshpet is described as reduced, and no evidence suggests competitors have gained market share in
the last three years. **Assessment: Moderate pricing power** Freshpet's ownership of its branded fridge network provides
a strong distribution advantage and barrier to entry, limiting direct competitive pricing pressure. While gross margins
have slightly compressed, the significant increase in revenue per employee suggests effective price realization and
operational leverage. The absence of disclosed specific price increases or customer elasticity data prevents a stronger
assessment, but the company's sustained growth and moat-like distribution indicate an ability to largely offset
inflationary pressures and maintain its premium positioning.

What is the backlog or contracted revenue visibility?

Freshpet, Inc. does not disclose a backlog or remaining performance obligations (RPO) in its financial reporting, which is
typical for a consumer packaged goods company like Freshpet. The business model, characterized by direct sales to
retailers and rapid inventory turnover, generally does not involve long-term contractual commitments or a backlog of
unfulfilled orders that would be material to its financial statements. Therefore, a traditional book-to-bill ratio, which
measures new orders against revenue, is not applicable or calculable for Freshpet. Regarding deferred revenue, Freshpet
consistently reports $0.00 in deferred revenue across all years from 2021 to 2025. This indicates that the company
recognizes revenue upon shipment or delivery of its products, with no significant portion of its sales being collected in
advance or subject to future performance obligations that would lead to deferred revenue. The absence of deferred
revenue further supports the conclusion that the company operates without significant contracted revenue visibility in
the form of pre-paid services or long-term contracts. Given the lack of disclosed backlog or deferred revenue, Freshpet's
revenue visibility is inherently limited to its short-term sales cycles and retailer demand. The company's revenue
generation relies on ongoing product sales, driven by factors such as household penetration, buy rate, and distribution
expansion. For instance, in 2025, Freshpet achieved net sales of over $1 billion for the first time, growing 13.0% year-over-
year, with third-quarter 2025 showing 14% net sales growth. This growth is supported by an increase in MVP household
penetration from 46.7% to 48.4% and an increase in buy rate from $110 in 2024 to $115 in 2025. These metrics provide
insight into current consumption patterns rather than future contracted revenue. In the absence of a backlog, the quality
of Freshpet's revenue is assessed through its consistent growth and operational efficiency. The company's ability to
generate $160.6 million in operating cash flow in 2025 and achieve positive free cash flow for the full year 2025
demonstrates strong underlying business performance. However, without contracted revenue, future growth is more
susceptible to market dynamics, competitive pressures, and consumer preferences. Compared to peers in the broader
packaged foods industry, this level of revenue visibility is typical, as most companies in this sector do not operate with
substantial backlogs or deferred revenue.
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

How has the company performed vs. its own guidance historically?

Based on the provided research, there is insufficient historical data to comprehensively assess Freshpet's performance
against its own guidance. The research explicitly states that specific information on organic growth decomposition, new
product pipeline, customer acquisition costs, contract backlog, customer concentration, or specific revenue risks and
forward guidance is not available. Therefore, a table showing actual vs. estimate for EPS and revenue, a batting average, or
a magnitude of beat/miss cannot be constructed. The available data indicates strong recent performance. Freshpet
surpassed $1 billion in net sales for the first time in FY 2025, achieving 13.0% year-over-year growth. The third quarter of
2025 showed 14% net sales growth, outperforming the broader category. The company also demonstrated robust cash
generation, with $160.6 million in operating cash flow in 2025 and positive free cash flow expected for the full year 2025,
following a positive Q3 2025. While these figures suggest strong operational execution, without historical guidance
metrics, it is impossible to determine if these achievements represent beats or misses against management's own prior
forecasts. Consequently, it is not possible to establish a guidance pattern (e.g., sandbagging or aggressive guidance) or
assign a credibility rating (High/Medium/Low) to Freshpet's guidance track record based solely on the provided
information. To perform a thorough analysis of guidance credibility, access to Freshpet's historical guidance statements,
alongside actual reported results for both revenue and EPS over several quarters, would be required. This would typically
be found in past earnings call transcripts and investor presentations. **Sources:** [Company IR]
(https://investors.freshpet.com/static-files/452eb54b-298f-4a26-8c5h-e31a85e55458) | [Company IR]
(https://investors.freshpet.com/news-releases/news-release-details/freshpet-inc-reports-third-quarter-2025-financial-
results/)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

COMPETITIVE ENVIRONMENT

Who are the primary competitors and what is the competitive dynamic?

Freshpet operates in a fresh pet food segment that is consolidating around its dominant position, largely due to its unique
retail-first distribution model. The primary competitors vary by segment, with traditional incumbents posing a latent
threat and niche players challenging in specific channels. | Competitor | Revenue | Market Share | Margin | Key Strength |
Key Weakness | |---|---|---|---|---|---| | Nestlé (Purina) | N/A | 61% (combined with Mars in traditional pet food) | N/A | Massive
scale, entrenched dry-shelf distribution | Difficulty replicating Freshpet's fresh cold chain | | Mars | N/A | 61% (combined
with Nestlé in traditional pet food) | N/A | Massive scale, entrenched dry-shelf distribution | Difficulty replicating
Freshpet's fresh cold chain | | General Mills (Blue Buffalo) | $18.37B (General Mills) | N/A | 33.1% (General Mills) | Brand
recognition, attempts at fresh pet food | Has not replicated Freshpet's fresh success | | The Farmer's Dog | N/A | N/A | N/A |
Direct-to-consumer (DTC) subscription model, retail expansion via Walmart.com | Limited brick-and-mortar presence,
higher pricing | | Ollie | N/A | N/A | N/A | Direct-to-consumer (DTC) subscription model | Lacks in-store scale | | Nom Nom |
N/A | N/A | N/A | Direct-to-consumer (DTC) subscription model | Lacks in-store scale | | JustFoodForDogs | N/A | N/A | N/A |
Retail presence via Petco | Lacks extensive footprint compared to Freshpet | | Kirkland (Costco Private Label) | N/A | N/A |
N/A | Costco's retail presence, private label advantage | Primarily benefits from Costco's fridge expansion rather than
directly competing | The competitive dynamic in the fresh pet food market is best described as an emerging oligopoly,
with Freshpet currently holding a dominant position due to its first-mover advantage and proprietary infrastructure.
While the broader packaged pet food market is highly consolidated between Nestlé and Mars, the fresh segment remains
fragmented with Freshpet as the clear leader. The pricing dynamic is centered on quality and distribution, allowing
Freshpet to maintain strong pricing power as a premium health product. Its gross margins of 46.7% significantly exceed
those of General Mills (33.1%) and Post (26%), indicating its ability to command premium prices without sacrificing
profitability. Innovation in distribution, particularly Freshpet's retail-first cold chain, is a key competitive battleground.
Regarding share shifts, there is no evidence of any competitor successfully taking share from Freshpet in the last three
years (2023-2026). Instead, Freshpet has demonstrated robust growth, with net sales growing 13% for full year 2025 and Q4
2025 net sales up 8.6% year-over-year to $285.2 million. The company achieved a 32% CAGR revenue growth from $319
million in 2020 to $975 million in 2024, indicating significant market share gains within the rapidly expanding fresh pet
food category. Blue Buffalo's competitive risk is noted as reduced, and while The Farmer's Dog is expanding on
Walmart.com, its brick-and-mortar presence is limited, mitigating its threat to Freshpet's core channel. Competitors
respond to Freshpet's moves primarily by attempting to replicate its success or by leveraging their own distinct
distribution models. Traditional brands like Mars and General Mills have tried to enter the fresh pet food space but have
struggled to match Freshpet's proprietary cold chain and retail-first strategy. Direct-to-consumer players like The Farmer's
Dog focus on subscription models, which lack Freshpet's in-store scale. Freshpet's ownership of approximately 36,000
branded fridges in grocery stores, each costing around $4,000 with a six-month payback period, creates a significant
barrier to entry and deters retailers from adding competitor fridges due to maintenance and logistical complexities. The
competitive environment is getting better for Freshpet. The company's structural moat, built on its exclusive refrigerated
distribution network, continues to strengthen, making it difficult for rivals to replicate its success. While new entrants like
The Farmer's Dog pose localized threats, Freshpet's scale, established retail relationships, and operational efficiency
(evidenced by adjusted EBITDA margin improvement to $162 million in 2024 from $20 million in 2022) position it
favorably. Wall Street consensus, with 13 of 16 analysts rating Freshpet as Buy or Outperform, and DA Davidson's
assessment that competition has yet to materialize as a material threat, underscores confidence in Freshpet's enduring
competitive advantages. **Sources:** [Freshpet's Competitive Position Remains Strong Amid Market Concerns]
(https://intellectia.ai/news/stock/freshpets-competitive-position-remains-strong-amid-market-concerns) | [Freshpet (FRPT)
Building a Moat One Fridge at a Time](https://elevatorpitch.substack.com/p/freshpet-frpt-building-a-moat-one) | [Initial
Report: Freshpet, Inc. (NASDAQ: FRPT)](https://nextgeninvestors.substack.com/p/initial-report-freshpet-inc-nasdaq) |
[Freshpet, Inc. 2025 Q4 Earnings](https://investors.freshpet.com/node/13721/pdf)
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What is the source of the company's competitive advantage (moat)?

Freshpet's competitive advantage, or moat, is primarily derived from its unique distribution model, which creates
significant barriers to entry and a strong brand presence. The company's ownership of approximately 36,000 branded
refrigerators in grocery stores provides a proprietary distribution channel that is difficult for competitors to replicate.
Each fridge, costing around $4,000, offers a rapid 6-month payback period, demonstrating the efficiency and value of this
infrastructure. This network of fridges not only ensures product visibility but also acts as an in-store marketing tool, with
Freshpet handling all maintenance and refilling, thereby reducing the operational burden on retailers. This control over
the point of sale is a substantial structural advantage. While specific customer switching costs are not quantified, retailers
face high hesitation to introduce competitor fridges. This is due to Freshpet's established, exclusive branded fridge
network, which creates an integration complexity barrier for new entrants. The company's model effectively locks in shelf
space and mindshare within the fresh pet food category. There is no evidence of network effects, patents, or regulatory
licenses being a primary source of competitive advantage. Similarly, the research does not provide data on structural cost
advantages beyond the scale benefits of their fridge network. Freshpet's scale advantages are evident in its extensive
distribution network. With 36,000 branded fridges, the company has achieved significant penetration, reaching 13.5
million U.S. households by December 31, 2024, and aiming for 20 million by 2027. This scale in distribution deters rivals,
as grocers are reluctant to duplicate similar infrastructure for new entrants. The company's net sales grew 13% for the full
year 2025, with Q4 2025 net sales reaching $285.2 million, an 8.6% year-over-year increase, indicating continued growth
and market acceptance. The gross margin for FY 2025 was 40.6%, which is a strong indicator of pricing power and efficient
operations, although comparative margins against smaller peers are not provided. The research does not provide
sufficient data on historical ROIC to demonstrate sustained financial proof of a moat. Considering these factors, Freshpet
possesses a Narrow Moat. The primary source of this moat is its intangible asset in the form of a powerful brand coupled
with a proprietary distribution network that creates significant barriers to entry and high retailer switching costs. The
company's ownership and management of its branded fridges give it a unique and defensible position in the fresh
refrigerated pet food segment, effectively controlling access to the consumer within this niche. **Sources:** [Freshpet
Investor Relations](https://investors.freshpet.com/static-files/452eb54h-298f-4a26-8c5h-e31a85e55458) | [Elevator Pitch
Substack](https://elevatorpitch.substack.com/p/freshpet-frpt-building-a-moat-one) | [RWBaird Transactions]
(https://www.rwbaird.com/transactions/investment-banking/dealcard/6023/)
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How durable is the moat — is it widening or narrowing?

Freshpet's competitive moat is best characterized as **stable to widening**, primarily driven by its unique distribution
model and first-mover advantage in the fresh refrigerated pet food segment. The company's ownership of approximately
36,000 branded fridges in grocery stores, each costing around $4,000 with a 6-month payback period, creates a significant
barrier to entry and distribution control. This infrastructure is difficult for rivals to replicate, as grocers are hesitant to
accommodate additional branded refrigeration units. Freshpet handles all maintenance and refilling for these units,
further solidifying its in-store presence and logistics control. This retail-first strategy, coupled with proprietary cold chain
logistics, has allowed Freshpet to achieve a 32% CAGR revenue growth from $319 million in 2020 to $975 million in 2024,
significantly outpacing the broader packaged pet food industry's 3-5% annual growth. The company's gross margins of
46.7% in 2024, substantially higher than General Mills (33.1%) and Post (26%), indicate strong pricing power and
operational efficiency. Furthermore, Freshpet's adjusted EBITDA margin improved from $20 million in 2022 to $162 million
in 2024, demonstrating enhanced profitability and leverage. The absence of evidence indicating competitors successfully
taking market share from Freshpet in the last three years, and the reduced competitive risk from General Mills' Blue
Buffalo, underscore the strength of Freshpet's current positioning. Costco's 60% expansion of pet food refrigerator space,
while including Kirkland's private label, also benefits Freshpet by expanding the overall category. The fresh pet food
category remains significantly underpenetrated, offering substantial total addressable market (TAM) expansion
opportunities for Freshpet. While specific ROIC and market share trend data were not provided for a multi-year
comparison, the robust revenue growth and expanding gross margins suggest a positive underlying trend in capital
efficiency and market penetration. The company's unique distribution model and continued category leadership are
strengthening its competitive advantages. While Freshpet's moat is largely widening, there are some factors that could
lead to narrowing in the long term, though currently assessed as manageable. The most immediate competitive threat
comes from The Farmer's Dog, which triggered a 17% stock decline in Freshpet shares upon news of its retail expansion
onto Walmart.com. However, this threat is mitigated by Walmart's decision to exclude The Farmer's Dog from brick-and-
mortar stores, limiting its channel penetration. TD Cowen assesses this threat as manageable, citing Freshpet's sufficient
scale and competitive advantages. Traditional incumbents like Mars and Nestlé represent a latent competitive risk due to
their massive scale and supplier leverage. However, their entrenched dry-shelf distribution networks create switching
costs that limit near-term fresh category cannibalization, and they have yet to replicate Freshpet's success in the fresh pet
food category despite attempts. There is no evidence of technological disruption or regulatory changes significantly
threatening Freshpet's business model. The company's gross margin expanded to 46.7% in 2024, indicating strong pricing
power and efficient operations. Specific ROIC and market share trend data over an eight-year period were not provided in
the research, but the strong revenue growth and margin expansion suggest a positive trajectory. **Verdict: Widening**
due to its unique and difficult-to-replicate refrigerated distribution network, strong pricing power evidenced by
expanding gross margins, and sustained high revenue growth in an underpenetrated market, despite emerging
competition from The Farmer's Dog which is currently assessed as manageable. **Sources:** [Substack - Freshpet (FRPT):
Building a Moat One Fridge at a Time](https://elevatorpitch.substack.com/p/freshpet-frpt-building-a-moat-one) |
[Intellectia.ai - Freshpet's Competitive Position Remains Strong Amid Market Concerns]
(https://intellectia.ai/news/stock/freshpets-competitive-position-remains-strong-amid-market-concerns) | [Koala Gains -
Freshpet (FRPT) Competition](https://koalagains.com/stocks/NASDAQ/FRPT/competition) | [Perplexity.ai - Freshpet (FRPT)]
(https://www.perplexity.ai/finance/FRPT?comparing=FRPT%2CCAG%2CCPB%2CHAIN%2CGIS%2CSMPL)
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What is the threat from new entrants and disruptive technologies?

Freshpet's competitive moat against new entrants is primarily built on its significant distribution scale and proprietary
cold chain infrastructure. The company owns approximately 36,000 branded refrigerators in grocery stores, each costing
about $4,000 with a 6-month payback period. This exclusive network creates a substantial barrier to entry, as grocers are
hesitant to duplicate such an extensive system for competitors. Freshpet further strengthens this barrier by handling all
maintenance and refilling of these fridges, integrating deeply into the retail logistics. While there are no specific
regulatory barriers or patents mentioned, this distribution control is a clear, high capital requirement for any aspiring
competitor. In the last five years, several companies have attempted to enter the fresh pet food market. Traditional brands
like Mars with Cesar Fresh Chef (2021) and General Mills with its fresh dog food offering (2023) have launched products,
but they have yet to replicate Freshpet's success, largely due to their entrenched dry-shelf distribution models which are
not suited for fresh products. Direct-to-consumer (DTC) players such as The Farmer's Dog, Ollie, and Nom Nom have also
emerged, primarily operating through frozen subscription models. While The Farmer's Dog has recently expanded to
Walmart.com, its brick-and-mortar presence is limited, and its overall scale does not match Freshpet's in-store footprint.
The most significant disruptive technology or business model in this segment is Freshpet's own retail-first distribution
model, powered by its proprietary cold chain logistics. This model, with its 39,347 permitted refrigerated sites, is the
primary disruption that competitors have struggled to replicate. There is no evidence in the provided research of Al,
blockchain, or other advanced technologies specifically disrupting the fresh pet food market or Freshpet's operations. The
industry's growth is driven by consumer preference for fresh products, not by technological advancements in product
formulation or delivery beyond cold chain. Well-funded startups targeting this market include The Farmer's Dog, which is
expanding its retail presence online. While specific funding amounts are not provided, its expansion into Walmart.com
indicates significant investment. However, this threat is considered manageable, as Walmart plans to exclude The Farmer's
Dog from physical stores, limiting its channel penetration. Furthermore, Freshpet's existing scale and competitive
advantages are deemed sufficient to counter such threats. No other specific well-funded startups are identified as major
threats. Large tech or industry players could pose a latent competitive risk. Traditional incumbents like Mars and Nestlé,
with their massive scale and supplier leverage (General Mills alone has $18.37B in revenue), represent a long-term threat.
However, their existing dry-shelf distribution networks create significant switching costs, making it difficult for them to
pivot quickly into the fresh category without cannibalizing their core business. The current structure suggests that while
they have the resources, their business models are not aligned with Freshpet's fresh, refrigerated strategy. Costco's
expansion of pet food refrigerator space benefits Freshpet, even with Kirkland's private label, as it helps Freshpet offset
potential losses. The overall threat level from new entrants and disruptive technologies is **Low**. Freshpet's extensive
and proprietary refrigerated distribution network, coupled with its first-mover advantage and strong pricing power
evidenced by its 46.7% gross margins (compared to General Mills' 33.1% and Post's 26%), creates substantial barriers.
Competitors, both traditional and DTC, have struggled to replicate Freshpet's success in the fresh pet food category. Wall
Street analysts largely concur, with 13 of 16 analysts rating Freshpet a Buy or Outperform, and DA Davidson noting that
competition has yet to materialize as a material threat. **Sources:** [KoalaGains]
(https://koalagains.com/stocks/NASDAQ/FRPT/competition) | [ElevatorPitch]
(https://elevatorpitch.substack.com/p/freshpet-frpt-building-a-moat-one) | [Intellectia.ai]
(https://intellectia.ai/news/stock/freshpets-competitive-position-remains-strong-amid-market-concerns) |
[NextGenlInvestors](https://nextgeninvestors.substack.com/p/initial-report-freshpet-inc-nasdaq)
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What is the bargaining power of customers and suppliers?

Freshpet's bargaining power dynamics are significantly influenced by its unique distribution model and its relationship
with retailers and consumers. Customer power, primarily represented by retailers, is mitigated by Freshpet's proprietary
network of approximately 36,000 branded refrigerators. These fridges, each costing around $4,000 with a 6-month payback
period, create a substantial barrier to entry for competitors and reduce retailers' incentive to stock rival fresh pet food
brands. Retailers face high hesitation to add competitor fridges due to Freshpet's exclusive ownership, maintenance, and
refilling responsibilities, which also serve as in-store marketing. While specific customer switching costs are not
quantified, the logistical and marketing infrastructure Freshpet provides to retailers effectively locks them into the
Freshpet ecosystem. Consumer price sensitivity is not disclosed, but Freshpet's consistent net sales growth, including 13%
for full year 2025 and 8.6% YoY in Q4 2025 to $285.2 million, suggests a resilient demand for its products. The company
reached 13.5 million U.S. household penetration by December 31, 2024, indicating strong consumer adoption without
evidence of backward integration threats from customers. Supplier power for Freshpet appears to be low to moderate. The
research does not identify specific critical suppliers or concentrated supply markets that could exert significant pressure
on Freshpet. There is no information regarding supplier switching costs, input criticality, or threats of forward
integration. Freshpet generates all its revenue from selling fresh pet food products, with no disclosed breakdowns by
product segment or specific pricing architectures. The absence of detailed supplier-related metrics suggests that supplier
relationships do not currently pose a significant bargaining challenge to Freshpet. Working capital metrics provide
further insight into Freshpet's bargaining position. The Days Sales Outstanding (DSO) has shown a positive trend,
decreasing from 30 days in 2021 to 21 days in 2025. This reduction indicates that Freshpet is collecting payments from its
customers (retailers and distributors) more quickly over time, suggesting strengthening customer bargaining power for
Freshpet. Information on Days Payable Outstanding (DPO) and Days Inventory Outstanding (DIO) is not available, limiting
a complete assessment of supplier power and inventory management efficiency through these metrics. Key customers for
Freshpet are the grocery retailers who house its branded fridges, such as the 28,141 stores present as of December 31, 2024,
with 22% having second or third Freshpet Fridge placements. Freshpet's ownership and servicing of these fridges provide
it with significant leverage over these retailers, effectively making them dependent on Freshpet for the fresh pet food
category. No specific key suppliers are identified in the research. The competitive landscape notes General Mills' Blue
Buffalo (Love Made Fresh) as a rival, but its competitive risk to Freshpet is described as reduced, and there is no evidence
of competitors successfully taking market share in the last three years. The bargaining power appears to be shifting in
Freshpet's favor, particularly concerning its customers. The decreasing DSO trend reflects improved payment terms and
collection efficiency from its retail partners. Freshpet's continued expansion of its exclusive fridge network, aiming for 20
million U.S. household penetration by 2027, further solidifies its control over distribution and in-store presence,
increasing its leverage over retailers. The lack of identified strong supplier concentration or critical input dependencies
suggests a stable supplier relationship. Freshpet has a strong bargaining position with its customers due to its proprietary
and extensive branded refrigeration network, which creates high barriers to entry for competitors and high hesitation for
retailers to stock alternative fresh pet food brands. The decreasing DSO further reinforces Freshpet's strong position in
managing its receivables from these customers. While supplier-side data is limited, there is no indication of significant
supplier power, contributing to Freshpet's overall robust bargaining standing within its value chain. **Sources:**
[Company IR](https://investors.freshpet.com/static-files/452eb54b-298f-4a26-8c5h-e31a85e55458) | [Company IR]
(https://investors.freshpet.com/static-files/c283h9h9-0459-406a-a50e-6cd32e12ffad) | [Substack]
(https://elevatorpitch.substack.com/p/freshpet-frpt-building-a-moat-one) | [TKR Blog](https://www.tikr.com/blog/freshpet-
stock-drops-16-last-week-does-the-streets-87-mean-target-still-hold)
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Is the industry consolidating or fragmenting? Who is taking share?

The broader packaged pet food industry remains largely consolidated, with Nestlé (Purina) and Mars collectively holding
a substantial 61% market share. However, the rapidly expanding fresh pet food segment, where Freshpet operates, is more
fragmented, though Freshpet itself is the dominant player. Freshpet has demonstrated exceptional organic revenue
growth, with a 32% CAGR from 2020 to 2024, significantly outpacing the overall packaged pet food industry's 3-5% annual
growth. This indicates a clear shift of share towards the fresh pet food category and Freshpet specifically, even as
traditional incumbents maintain their dominance in conventional formats. While the industry has seen attempts by
traditional players to enter the fresh segment, such as Mars' Cesar Fresh Chef in 2021 and General Mills' fresh dog food in
2023, these efforts have not replicated Freshpet's success. The research does not detail recent M&A deals with prices or
multiples paid within the pet food industry, nor does it show any acquisitions made by Freshpet in the last five years.
However, the lack of successful replication by incumbents suggests that the barriers to entry in the fresh pet food segment
are substantial, driven primarily by Freshpet's proprietary cold chain logistics and its extensive network of 39,347
permitted refrigerated sites. This retail-first distribution model creates a structural moat, as grocers are hesitant to
duplicate Freshpet's exclusive branded fridge network, which Freshpet also maintains and refills. Freshpet has been the
primary beneficiary of this share shift, consistently growing its revenue and market presence within the fresh pet food
category. Competitors like The Farmer's Dog, Ollie, and Nom Nom operate frozen subscription models, which lack
Freshpet's in-store scale. Although The Farmer's Dog is expanding into Walmart.com, its exclusion from brick-and-mortar
stores limits its direct competitive threat to Freshpet's primary channel. There is no evidence in the research of any
competitor successfully taking share from Freshpet in the last three years, and General Mills' Blue Buffalo is noted to have
a reduced competitive risk to Freshpet. Freshpet's strong pricing power, evidenced by its 46.7% gross margins—
substantially above General Mills (33.1%) and Post (26%)—further solidifies its competitive position. The industry
structure suggests that Freshpet is a consolidator within the fresh pet food niche, leveraging its first-mover advantage and
unique distribution model to capture a growing share of the pet food market. The company's consistent, high organic
growth rates (e.g., 27.2% in 2024) and improving profitability (adjusted EBITDA from $20 million in 2022 to $162 million in
2024) underscore its strength. While traditional incumbents represent a latent competitive risk due to their scale, their
entrenched dry-shelf distribution networks create switching costs that limit near-term fresh category cannibalization.
Freshpet's capacity expansion plans, focused on efficiency, indicate its intent to continue driving growth and market
penetration. Looking ahead five years, the pet food industry will likely continue to see the fresh pet food segment expand
rapidly, with Freshpet maintaining its leadership position. The structural moat created by its refrigerated distribution
network will continue to deter direct replication by incumbents. While traditional players may continue to make
attempts, their existing infrastructure and supply chains are not well-suited for the cold chain requirements of fresh pet
food. Freshpet will likely continue to be the primary beneficiary of the ongoing premiumization and humanization trends
in pet food, solidifying its role as the dominant consolidator in this high-growth subsegment, while the broader packaged
pet food market remains consolidated by a few large players.
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

MANAGEMENT QUALITY

What is the CEO's background, tenure, and track record?

William Cyr brings over three decades of consumer packaged goods experience to Freshpet, Inc. Before joining FRPT, he
spent approximately 20 years at Procter & Gamble, holding senior executive roles such as Vice President and General
Manager of North American Juice Business and Global Nutritional Beverages. During this time, he led large teams and
drove brand growth for Crisco and Duncan Hines. Following P&G, Cyr served as President and CEO of Sunny Delight
Beverages Company for about 12 years. He is credited with executing a significant turnaround, restoring growth and
profitability, and tripling profits within the first five years after acquiring the business from P&G. His career demonstrates
a strong track record in managing and growing CPG brands and businesses. Cyr was appointed CEO of Freshpet, Inc. on
September 6, 2016. At the time of his appointment, Freshpet's stock traded at approximately $6 per share. Following the
implementation of his new strategy in 2017, the stock price surged to $43 per share. Currently, the stock trades at $66.15
per share, representing a substantial increase of over 1000% since his tenure began. This performance highlights
significant shareholder value creation under his leadership. Specific compensation details from the most recent proxy
statement are not available in the research, but as of July 30, 2025, Cyr personally owned Freshpet shares valued at $5
million, indicating a strong alignment with shareholder interests. A key strategic decision under Cyr's leadership was the
launch of a new company strategy in 2017. This initiative was directly linked to the company's significant stock price
appreciation from $6 to $43 per share and supported approximately $200 million in sales by 2018. While specific details on
other M&A or product launches during his Freshpet tenure are not provided, his prior experience at Sunny Delight
included acquiring the business from P&G and expanding its operations, demonstrating a capability for strategic
transactions and operational growth. Based on his extensive background and the dramatic increase in Freshpet's stock
price since his appointment, William Cyr is assessed as an **Excellent** CEO. His proven ability to lead and turn around
consumer brands, coupled with the substantial shareholder value generated through his 2017 strategic initiative,
demonstrates highly effective leadership and a clear understanding of the packaged foods sector. His significant personal
share ownership further reinforces his commitment to the company's long-term success. **Sources:** [NJB Magazine]
(https://njbmagazine.com/njb-news-now/freshpet-inc-names-william-cyr-chief-executive-officer/) | [MarketScreener]
(https://www.marketscreener.com/insider/WILLIAM-CYR-A0822W/) | [Pet Age](https://www.petage.com/freshpet-inc-
names-william-cyr-chief-executive-officer/) | [TNOnline](https://www.tnonline.com/20190329/palmerton-grad-tells-
students-how-he-went-from-a-c-to-ceo/)

CONFIDENTIAL - PRINT ONLY ONCE - ID: 7_9VXGMDTUCZ - April 26, 2026 at 11:44:56 PM UTC 42 / 70



@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

How is management compensated and is it aligned with shareholders?

### 1. COMP STRUCTURE TABLE | Component | CEO | CFO | Other Named Executives | |---|---|---|---| | Base Salary | Not
provided | $525,000 | Ivan Garcia (SVP Finance): $341,214 | | Cash Bonus | Not provided | Target >70% of base | Ivan Garcia
(SVP Finance): Target 40% of base | | Stock Awards | Not provided | Target >100% of base | Ivan Garcia (SVP Finance): 3,000
RSUs, 25% LTI target (prorated) | | Total | Not provided | Not provided | Todd Cunfer (Former CFO, 2024): $2,140,178 | ### 2.
PERFORMANCE METRICS The research data does not explicitly detail the performance metrics used to determine the
CEO's bonus or stock awards. However, for the new CFO, John O’Connor, and former Interim CFO, Ivan Garcia, target
annual bonuses and long-term equity targets are specified as percentages of base salary, implying performance-based
incentives. Given William Cyr's history of driving significant stock price appreciation and sales growth through strategic
initiatives, it is highly probable that his compensation structure includes performance metrics tied to company growth,
profitability, and potentially shareholder returns. ### 3. SBC BURDEN The research data does not provide specific Stock-
Based Compensation (SBC) figures or SBC as a percentage of revenue for any of the years from 2021 to 2025. Therefore, it is
not possible to assess the SBC burden or determine if it is excessive based on the provided information. ### 4. ALIGNMENT
While specific compensation details for CEO William Cyr are not provided, his tenure at Freshpet demonstrates strong
alignment with shareholder interests. He took over as CEO in September 2016 when the stock was approximately $6 per
share. Following the launch of a new strategy in 2017, the stock price rose to $43 per share, indicating a substantial return
for shareholders under his leadership. His personal share ownership, valued at $5 million as of July 30, 2025, further aligns
his financial interests directly with the company's stock performance. The new CFO, John O’Connor, has a significant
portion of his target compensation tied to annual bonuses (>70% of base) and long-term equity (>100% of base), which
typically incorporate performance metrics that align with shareholder value creation. ### 5. SAY-ON-PAY The research
data does not include information regarding the most recent say-on-pay vote result. ### 6. ASSESSMENT **Well aligned **
Freshpet's management compensation, particularly for CEO William Cyr, appears to be well-aligned with shareholders.
Cyr's leadership since September 2016, starting when the stock traded at $6 per share, led to a significant increase to $43
per share after the 2017 strategy launch, directly benefiting shareholders. His personal share ownership of $5 million as of
July 30, 2025, further reinforces this alignment, ensuring his financial success is directly tied to the company's stock
performance. The recent appointments in the finance leadership, including CFO John O’Connor, show a compensation
structure that includes substantial performance-based incentives through target annual bonuses and long-term equity
awards, which are typically linked to company performance metrics. The strategic hires, such as O’Connor with over 20
years in animal health/pet care and Ana Lopez as SVP Supply Chain, signal a focus on operational excellence and growth,
which are critical for long-term shareholder value. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000092963826000488/a8k.htm) | [Stocktitan]
(https://www.stocktitan.net/news/FRPT/freshpet-strengthens-leadership-team-with-strategic-appointments-
1rmzv52pxtyz.html) | [Tnonline](https:/www.tnonline.com/20190329/palmerton-grad-tells-students-how-he-went-from-a-
c-to-ceo/) | [MarketScreener](https://www.marketscreener.com/insider/WILLIAM-CYR-A0822W/)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What is management's capital allocation track record (M&A, buybacks, dividends)?

Freshpet's capital allocation strategy has been singularly focused on aggressive organic growth, primarily through
significant capital expenditures to expand production capacity and distribution. The company has maintained a debt-free
balance sheet and has not engaged in share buybacks, M&A, or dividend payments, reflecting a clear reinvestment-first
approach to funding its rapid expansion in the fresh pet food market. ### Capital Allocation Table | Year | FCF | Buybacks |
Dividends | M&A | Capex | Debt Paydown | |---|---|--|---|---|---|---| | 2021 | $-321M | $0.00 | $0.00 | $0.00 | $322M | $0.00 | | 2022 |
$-273M | $0.00 | $0.00 | $3M | $230M | $0.00 | | 2023 | $-163M | $0.00 | $0.00 | $0.00 | $239M | $0.00 | | 2024 | $-33M | $0.00 | $0.00 |
$0.00 | $187M | $0.00 | | 2025 | $12M | $0.00 | $0.00 | $0.00 | $148M | $0.00 | ### M&A Scorecard Freshpet has virtually no M&A
history in the last five years. The only recorded acquisition was a minor $3 million expenditure in 2022, which is
immaterial to the company's overall strategy and financial performance. This indicates a strong preference for organic
growth over growth by acquisition, aligning with their capital-intensive build-out strategy. ### Buyback Effectiveness
Freshpet has not engaged in any share repurchase activity in the last five years (2021-2025). The company's capital has
been entirely directed towards internal growth initiatives, primarily capital expenditures, rather than returning capital to
shareholders through buybacks. ### Dividend Policy Freshpet has a clear policy of not paying dividends. The company has
no dividend history, reflecting its growth-stage profile where all available capital, and often more (leading to negative free
cash flow until 2025), is reinvested back into the business to fuel expansion. This is consistent with a company
experiencing high organic revenue growth rates, averaging 32% CAGR from 2020-2024. ### R&D Investment Specific R&D
spending figures as a percentage of revenue are not disclosed in the available data. However, the company's consistent
high organic growth rates (29.7% in 2020, 33.5% in 2021, 39.9% in 2022, 28.8% in 2023, and 27.2% in 2024) suggest effective
investment in product development and innovation, even if not explicitly categorized as R&D. The company's focus on
expanding its unique fresh pet food offering implies continuous investment in product and process improvements, which
are critical for maintaining its competitive edge and driving volume growth, such as the 9.7% sales volume increase in Q4
2025. ### Overall Grade Freshpet is a **B capital allocator**. The company has demonstrated exceptional organic revenue
growth, with a 32% CAGR from 2020 to 2024, significantly outperforming the US Packaged Foods industry average by 9.5
percentage points as of Q2 2026. This growth has been achieved through substantial capital expenditures, totaling $1.128
billion from 2021-2025, to build out its manufacturing and distribution capabilities. The transition to positive free cash
flow in 2025 ($12 million) after several years of significant investment indicates improving capital efficiency and a
maturing growth phase. The absence of debt, M&A, buybacks, and dividends highlights a disciplined, albeit singular,
focus on reinvesting to capture market share in a rapidly expanding category. The credibility of management's growth
strategy is supported by their track record, achieving their first annual net profit of $46.9 million in 2024, although the

recent slowdown in Q4 2025 organic growth to 8.6% warrants monitoring.
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

Has management delivered on its stated strategic priorities?

William Cyr's leadership at Freshpet, beginning September 6, 2016, has been characterized by a clear strategic focus on
driving organic revenue growth. While specific, explicit growth targets are not detailed in the provided research for
investor days or annual reports, the overarching strategy launched in 2017 aimed to significantly increase sales and
shareholder value, as evidenced by the stock price surge from $6 to $43 per share following its implementation. Cyr's prior
experience at Sunny Delight, where he tripled profits in five years, underscores a consistent focus on growth and
profitability. The company's consistent organic revenue expansion serves as the primary indicator of its strategic delivery.
While no explicit growth targets are provided, the consistent, high organic revenue growth rates indicate a successful
execution of a strategy focused on market penetration and expansion. Management has largely delivered on its implicit
strategic priority of robust organic revenue growth. Freshpet's revenue grew at a 32% CAGR from 2020 ($319M) to 2024
($975M), with annual organic growth rates consistently high: 29.7% (2020), 33.5% (2021), 39.9% (2022), 28.8% (2023), and
27.2% (2024). This sustained performance, achieving a 22.8% revenue CAGR over the last three years through 2025,
significantly outpaced the US Packaged Foods industry average by 9.5 percentage points as of Q2 2026. The company also
achieved its first annual net profit of $46.9M in 2024, demonstrating progress towards profitability alongside growth.
While Q4 2025 organic growth slowed to 8.6% YoY, the longer-term trend remains strong. Regarding the timeline, the
strategic initiatives launched in 2017 quickly yielded results, with the stock price climbing from $6 to $43 per share within
a few years. The sustained high organic growth rates since 2020 demonstrate a consistent, multi-year execution of the
growth strategy. There is no indication that management has moved goalposts or significantly altered its core growth
narrative. While the 2026 EBITDA guidance of $210M midpoint was below analyst expectations of $226M, this represents a
specific financial target adjustment rather than a fundamental shift in strategic priorities or a red flag regarding the
overall growth strategy. Based on this track record, investors should generally trust management's guidance, particularly
concerning its ability to drive organic revenue growth. The consistent delivery of high organic growth rates over multiple
years, significantly outperforming the industry, provides strong credibility. While specific R&D spending, M&A history,
and ROIC trends are not detailed, the substantial revenue growth and recent achievement of net profitability suggest
effective capital deployment and market expansion. Cyr's personal share ownership of $5 million as of July 30, 2025,
further aligns his interests with shareholder value creation. **Assessment: Excellent execution** Management, under
William Cyr, has demonstrated excellent execution in delivering on its primary strategic priority of driving robust organic
revenue growth. The company achieved a 32% revenue CAGR from 2020 to 2024 and consistently outperformed the
broader industry. The significant increase in stock price following the 2017 strategy launch and the achievement of the
first annual net profit in 2024 are clear indicators of successful strategic implementation and value creation. **Sources:**
[StockAnalysis.com](https://stockanalysis.com/stocks/frpt/revenue/) | [NextGen Investors]
(https://nextgeninvestors.substack.com/p/initial-report-freshpet-inc-nasdaq) | [WallStreetZen]
(https://www.wallstreetzen.com/stocks/us/nasdaq/frpt/revenue) | [Freshpet Investors]
(https://investors.freshpet.com/static-files/c283b9h9-0459-406a-a50e-6¢cd32e12ffad)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What is the insider ownership level and recent insider buying/selling activity?

Freshpet's total insider ownership stands at 1.29% of shares outstanding, equating to 793,715 shares. This figure is derived
from Simply Wall St, which provides the most detailed recent breakdown, though other sources present conflicting data
ranging from 1.15% to 4.43%. While a comprehensive list of all named executives' and directors' share counts from the
most recent proxy is not available in the provided data, transaction filings as of 2025 offer a snapshot of direct ownership
for several key individuals: | Name | Title | Shares Owned | |---|---|---| | Daryl G. Brewster | Director | 57,745 | | Walter N.
George | Director | 46,527 | | Timothy R. McLevish | Director | 35,290 | | Jacki Sue Kelley | Director | 11,907 | | Olufunlayo
Olurinde Fajemirokun-Beck | Director | 9,615 | | Lisa Axt Alexander | GC & Corp. Sec. | 2,842 | Recent insider activity shows a
mix of open-market purchases and sales, predominantly from directors. There have been 7 insider buys and 4 insider sales
in recent periods. Notably, all recent open-market purchases occurred in 2025 and did not indicate 10b5-1 plans,
suggesting discretionary buying. Directors Walter N. George, Olufunlayo Olurinde Fajemirokun-Beck, Lisa Axt Alexander,
Timothy R. McLevish, Daryl G. Brewster, and Jacki Sue Kelley made purchases in September and March 2025 at prices
ranging from $52.57 to $95.35 per share. For example, Timothy R. McLevish bought 3,500 shares at $56.00 on 2025-09-10 and
1,750 shares at $88.47 on 2025-03-14. Walter N. George made three purchases totaling 2,000 shares in March and September
2025. | Date | Name | Type (Buy/Sell) | Shares | Price | 10b5-1? | |---|---|---|---|---|---| | 2026-02-25 | Walter N. George | Buy | 630 |
$79.04 | No | | 2025-09-15 | Olufunlayo Olurinde Fajemirokun-Beck | Buy | 378 | $53.12 | No | | 2025-09-10 | Lisa Axt Alexander |
Buy | 100 | $53.53 | No | | 2025-09-10 | Timothy R. McLevish | Buy | 3,500 | $56.00 | No | | 2025-09-10 | Daryl G. Brewster | Buy |
216 | $57.00 | No | | 2025-09-09 | Jacki Sue Kelley | Buy | 814 | $56.50 | No | | 2025-03-14 | Timothy R. McLevish | Buy | 1,750 |
$88.47 | No | | 2025-03-10 | Walter N. George | Buy | 500 | $89.26 | No | | 2025-03-06 | Walter N. George | Buy | 500 | $95.35 | No | |
2025-12-05 | Morris Scott James | Sell | 5,142 | $62.33 | No | | 2025-11-06 | Morris Scott James | Sell | 982 | $55.36 | No | | 2025-11-
06 | Morris Scott James | Sell | 45,331 | $55.21 | No | | 2025-11-06 | Morris Scott James | Sell | 16,822 | $55.19 | No | | 2025-03-11 |
Nishu D. Patel | Sell | 189 | $76.60 | Tax Withholding | In contrast, Scott James Morris (President) engaged in significant
selling activity, disposing of 5,142 shares at $62.33 on 2025-12-05 and a total of 63,135 shares across three transactions on
2025-11-06 at prices around $55.19-$55.36. The nature of these sales (discretionary vs. 10b5-1) is not specified, but the
volume suggests a more substantial divestment compared to the smaller, more frequent director buys. Nishu D. Patel
(CAO) also conducted a small tax withholding sale of 189 shares at $76.60. The net buy value for all insider transactions is
$0.4 million, while the net sell value is $3.8 million, indicating a net selling trend in monetary terms. Institutional
ownership is concentrated, with 856 institutional holders collectively owning 60.0 million shares. The top five institutional
holders as of 2025-12-31 are BlackRock Institutional Trust Company, N.A. (5.3M shares, +0.1M change), The Vanguard
Group, Inc. (5.3M shares, +0.1M change), Wasatch Global Investors Inc (3.9M shares, +0.2M change), Wellington
Management Company, LLP (2.2M shares, -0.1M change), and William Blair Investment Management, LLC (2.0M shares,
+0.5M change). There are no activist investors identified, and the notable investors list does not include any known activist
funds, but rather large passive and active institutional investors like BlackRock and Vanguard. Considering the mixed
signals, the insider activity presents a Neutral signal. While directors have shown confidence through open-market
purchases across varying price points in 2025, the significant selling volume by President Scott James Morris, which
accounts for a substantial portion of the net sell value, tempers the bullishness. The lack of 10b5-1 designation for Morris's
sales implies they were discretionary, which could be interpreted negatively. However, the consistent buying by multiple
directors, even in smaller quantities, indicates some level of conviction among the board. The overall low insider
ownership of 1.29% suggests that management's financial interests are not overwhelmingly aligned with shareholders
through direct equity holdings, although the recent director purchases are a positive sign of belief in the company's
prospects. **Sources:** [Simply Wall St](https://simplywall.st/stocks/us/food-beverage-tobacco/nasdaq-
frpt/freshpet/ownership) | [SEC Form 4 Filings](https://www.secform4.com/insider-trading/1611647.htm) | [GuruFocus]
(https://www.gurufocus.com/stock/FRPT/ownership)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

Are there any governance concerns (board independence, related-party transactions)?

Freshpet's governance structure currently presents minor concerns, primarily due to a lack of detailed public information
regarding its board composition and independence, rather than evidence of overt issues. While recent C-suite
appointments suggest a strengthening of the executive team, the absence of specific disclosures on board independence
and key governance mechanisms prevents a full assessment. Regarding board composition and quality, the provided
research does not specify the number of directors, their independence status, or whether any insiders serve on the board.
Similarly, key directors and their relevant experience are not detailed in the available information. However, the company
has recently made significant executive hires, including John O’Connor as CFO in February 2026, bringing over 20 years of
financial leadership in animal health and pet care from Zoetis and Thrive Pet Healthcare. Ana Lopez also joined as SVP
Supply Chain in February 2026, with over 20 years of global supply chain experience. These additions, following the
resignation of Todd Cunfer as CFO in October 2025, indicate a focus on strengthening the executive leadership team,
particularly in finance and operations, which could indirectly bolster governance through improved internal controls and
strategic execution. On governance structure, there is no information available regarding whether Freshpet has a
classified/staggered board, a poison pill, or dual-class shares. The research explicitly states that no mentions of these
mechanisms were found in the provided filings or releases. Similarly, there is no evidence of related-party transactions
between the company and insiders in the available data. The ESG data provided does not include a specific governance
score, but it does indicate the presence of a Carbon Reduction Policy and a Human Rights Policy, suggesting some
commitment to broader ESG principles. Finally, the research does not contain any information about the audit committee,
auditor changes, restatements, or material weaknesses. Given the limited public disclosure on board specifics, we assess
the governance situation as having minor concerns. These concerns stem from the lack of transparency regarding board
independence and structure, rather than from identified red flags. The recent executive appointments, however, suggest a
proactive approach to strengthening the operational and financial leadership, which is a positive development.
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INDUSTRY & MACRO

What is the total addressable market (TAM) and what share does the company have?

Freshpet operates within the rapidly expanding fresh pet food category, which is a subsegment of the broader U.S.
packaged pet food market. The total addressable market (TAM) for Freshpet is the entire U.S. packaged pet food market,
estimated to be growing at approximately 3-5% annually. Within this, the fresh pet food category, which Freshpet
dominates, is experiencing significantly faster growth, as evidenced by Freshpet's own 32% CAGR revenue growth from
$319 million in 2020 to $975 million in 2024. While specific market share data for Freshpet within the broader TAM is not
explicitly provided, its 2025 revenue is projected at $1.1 billion, indicating a substantial, though still relatively small,
portion of the overall packaged pet food market, which is largely dominated by traditional dry and wet formats. The fresh
pet food segment itself remains significantly underpenetrated in retail channels, suggesting substantial runway for
growth. Freshpet's TAM calculation appears to be a hybrid approach. The broader packaged pet food market size and
growth rate (3-5% annually) serve as a top-down anchor. However, the rapid growth of the fresh pet food category, driven
by Freshpet's own performance (32% CAGR), suggests a bottom-up validation of the segment's potential. The TAM growth
is primarily driven by the increasing consumer preference for fresh pet food, which is perceived as a premium health
product. This shift in consumer demand, coupled with Freshpet's first-mover advantage and proprietary cold chain
logistics, fuels the category's expansion. Freshpet has considerable runway for penetration. The fresh pet food category is
described as "significantly underpenetrated in retail channels." Freshpet's strategy of deploying and maintaining
approximately 39,347 permitted refrigerated sites creates a structural moat, making it difficult for competitors to replicate
its success. This retail-first distribution model, coupled with its strong pricing power and improving value proposition,
allows Freshpet to continue gaining market share. The company's ability to maintain gross margins of 46.7% (compared to
General Mills' 33.1% and Post's 26%) further underscores its competitive strength and the premium nature of its products.
The TAM for Freshpet is likely to expand through continued penetration of existing retail channels and potential adjacent
markets. While the company's core focus is on fresh refrigerated pet food, the broader trend towards humanization of pets
and demand for healthier, less processed food options could open avenues for expansion into related premium pet
products. The current TAM estimate appears realistic, given the documented rapid growth of the fresh pet food segment
and the broader, stable growth of the overall pet food market. Wall Street consensus, with 13 of 16 analysts rating Freshpet
as Buy or Outperform, further supports confidence in its competitive positioning and market opportunity. | Level | Market
Size | Growth Rate | Company Share | |---|---|---|---| | TAM | Not explicitly stated (U.S. packaged pet food) | 3-5% CAGR | &It;10%
(based on $1.1B revenue vs. multi-billion TAM) | | SAM | Not explicitly stated (U.S. fresh pet food) | 32% CAGR (Freshpet's
revenue growth) | Dominant (Specific share not quantified) | | SOM | $1.1B (Freshpet 2025 Revenue) | 32% CAGR (2020-2024)
| 100% (Freshpet's own revenue) | **Sources:** [NextGen Investors](https://nextgeninvestors.substack.com/p/initial-report-
freshpet-inc-nasdaq) | [KoalaGains](https://koalagains.com/stocks/NASDAQ/FRPT/competition) | [GuruFocus]
(https://www.gurufocus.com/news/8740289/freshpet-frpt-shares-drop-amid-competitive-pressures-and-advertising-
dispute?mobile=true) | [Intellectia.ai](https://intellectia.ai/news/stock/freshpets-competitive-position-remains-strong-
amid-market-concerns)
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@ vARLOWE RESEARCH FRPT - Freshpet, Inc.

What are the key secular tailwinds or headwinds for this industry?

The fresh pet food industry, where Freshpet operates, is experiencing significant secular tailwinds driven by evolving
consumer preferences and category underpenetration. The primary tailwind is the rapid expansion of the fresh pet food
category itself, which is growing substantially faster than the broader packaged pet food market. While packaged pet
foods generally grow at 3-5% annually, Freshpet achieved a 32% CAGR revenue growth from $319 million in 2020 to $975
million in 2024, demonstrating the category's robust momentum. This growth is fueled by increasing consumer demand
for premium, healthier pet food options, positioning fresh pet food as a long-term growth driver. The market remains
significantly underpenetrated in retail channels, offering substantial total addressable market (TAM) expansion
opportunities for Freshpet over the next 5-10 years as more consumers switch from traditional dry and wet formats.
Freshpet's proprietary cold chain logistics and extensive network of 39,347 permitted refrigerated sites represent a
structural moat, enabling it to capture this growth effectively. | Tailwind | Impact | Duration | Beneficiary | |---|---|---|---| |
Rapid Fresh Pet Food Category Growth | Significant revenue and market share expansion | Long-term (5-10+ years) |
Freshpet, other fresh pet food brands | | Retail Underpenetration & TAM Expansion | Continued opportunity for market
share gains and new customer acquisition | Long-term (5-10+ years) | Freshpet | | Premiumization & Health-Conscious
Consumers | Strong pricing power and margin expansion | Long-term (5-10+ years) | Freshpet | While the industry benefits
from strong tailwinds, there are emerging headwinds, primarily in the form of increased competition. The most
immediate competitive threat comes from direct-to-consumer players like The Farmer's Dog, which recently expanded
into retail distribution on Walmart.com. This expansion triggered a 17% decline in Freshpet shares, highlighting the
market's sensitivity to competitive pressures. However, this threat is assessed as manageable in the near term (1-3 years)
as Walmart plans to exclude The Farmer's Dog from brick-and-mortar stores, limiting its channel penetration. Over the
long term (3-5+ years), traditional incumbents like Mars and Nestlé pose a latent competitive risk due to their massive
scale and supplier leverage. Their attempts to enter the fresh pet food segment, such as Mars' Cesar Fresh Chef and
General Mills' fresh dog food, indicate their strategic interest, though they have yet to replicate Freshpet's success due to
their entrenched dry-shelf distribution networks creating switching costs. | Headwind | Impact | Duration | Mitigation | |---
|---|---]---| | Increased Competition from D2C Brands | Potential for market share erosion and pricing pressure | Medium-
term (1-3 years) | Freshpet's scale, cold chain moat, retail exclusivity | | Latent Threat from Traditional Incumbents | Long-
term risk of large-scale entry and resource advantages | Long-term (3-5+ years) | Freshpet's first-mover advantage,
established cold chain, brand loyalty | Overall, the secular tailwinds for the fresh pet food industry, particularly the rapid
category growth and significant retail underpenetration, substantially outweigh the emerging competitive headwinds.
Freshpet is exceptionally well-positioned to benefit from these tailwinds due to its first-mover advantage, proprietary cold
chain infrastructure, and established retail footprint. Its differentiated retail-first distribution model, with 39,347
refrigerated sites, creates a structural moat that competitors, both D2C and traditional incumbents, have struggled to
replicate. This unique positioning allows Freshpet to capture the expanding TAM more effectively than peers. While
competitors like The Farmer's Dog are expanding, Freshpet's extensive brick-and-mortar presence and operational
expertise in managing a cold chain at scale differentiate it significantly from D2C models. Furthermore, its ability to
maintain strong pricing power and gross margins of 46.7% (substantially above General Mills' 33.1% and Post's 26%)
underscores its competitive strength and premium brand perception in a growing market. **Sources:** [Intellectia.ai]
(https://intellectia.ai/news/stock/freshpets-competitive-position-remains-strong-amid-market-concerns) | [NextGen
Investors](https:/nextgeninvestors.substack.com/p/initial-report-freshpet-inc-nasdaq) | [KoalaGains]
(https://koalagains.com/stocks/NASDAQ/FRPT/competition) | [GuruFocus]
(https://www.gurufocus.com/news/8740289/freshpet-frpt-shares-drop-amid-competitive-pressures-and-advertising-
dispute?mobile=true)
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How cyclical is the business and where are we in the cycle?

Freshpet, Inc. exhibits characteristics of a defensive growth company rather than a highly cyclical business. The
company's revenue growth remained robust during the 2020 economic downturn, increasing by 29.66% year-over-year.
While specific 2008-2009 data is unavailable as Freshpet went public in 2014, its classification within the consumer
defensive sector and consistent revenue growth through 2020 suggest resilience. The company has demonstrated a strong
upward trend in revenue, growing from $133 million in 2016 to $1.1 billion in 2025, and EBITDA has generally followed
suit, recovering from a trough of -$16 million in 2022 to $172 million in 2025. There is no evidence of a peak-to-trough
decline in revenue; instead, revenue has shown continuous growth, indicating a lack of cyclical contraction. The stock's
Beta of 1.73 suggests higher volatility relative to the overall market, which might imply some sensitivity to broader
economic sentiment, but this does not necessarily translate to cyclical revenue or earnings. Instead, it could reflect
growth stock characteristics or market-specific factors. Given the continuous revenue expansion, there is no historical
downturn from which to measure a recovery time for Freshpet's top line. The company's net income, however, has
fluctuated, showing losses from 2016 to 2023 before turning profitable with $47 million in 2024 and $139 million in 2025,
reaching a 12.6% margin in 2025. This indicates that while revenue is defensive, profitability can be more volatile,
potentially due to operational scaling or cost management. We assess Freshpet to be in the mid-to-late growth cycle,
transitioning from rapid expansion to more mature, albeit still significant, growth. Signals include a 22.8% 3-year revenue
CAGR through 2025, with FY2025 revenue at $1.10 billion (up 13.01% YoY). However, the 9.7% YoY sales volume growth in
Q4 2025 is down from 20.7% in the prior year, suggesting a moderation in the pace of volume expansion. Furthermore, the
2026 EBITDA guidance midpoint of $210 million trails analyst estimates of $226.3 million, indicating potential deceleration
or increased caution from management. The broader macroeconomic context, with slowing real GDP growth (0.5%) and
elevated CPI inflation (3.29%), alongside a normal yield curve spread, points to an economy that may be past its peak
expansionary phase, which could present headwinds for even defensive growth companies. For the next 2-3 years, the
mid-to-late cycle position implies that Freshpet is likely to continue generating positive earnings, but the pace of earnings
growth may moderate compared to prior periods. The company's ability to expand operating margins, as seen with the
8.2-point YoY increase to 15.6% in Q4 2025, suggests operational leverage that could support profitability even with
slowing top-line growth. However, the slightly lower-than-expected 2026 EBITDA guidance suggests that while earnings
will be positive, they may not meet the most aggressive analyst expectations. The focus will shift towards sustainable
margin expansion and efficient capital deployment to drive earnings per share growth, rather than solely relying on high
volume growth.
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What is the regulatory environment and key regulatory risks?

Freshpet operates within the highly regulated packaged foods industry, subject to general food safety and advertising
regulations. While the specific regulatory framework (e.g., FDA, USDA) is not detailed, the company's 10-K acknowledges
general regulatory changes, scrutiny, and public perception risks, alongside an undisclosed new Regulation category risk.
The fresh pet food segment, in particular, faces scrutiny regarding product claims. Currently, there is no pending
legislation specifically detailed in the research that could affect Freshpet. However, the company is facing active litigation
in the form of securities fraud investigations by Pomerantz LLP and Kessler Topaz Meltzer & Check LLP. These
investigations, announced after March 17, 2026, are tied to potential federal securities law violations stemming from
advertising claims. This follows a BBB National Programs’ National Advertising Division (NAD) ruling on March 17, 2026,
which found Freshpet’s dog food video ads misleading. The NAD recommended discontinuing claims implying “human
grade” food, such as “made the same way you make healthy food for people,” as they were unsubstantiated. Freshpet's
stock fell 11% from $75.37 on March 16 to $67.42 on March 17 following these developments. Regulation does not appear to
create a significant barrier to entry for Freshpet, as evidenced by the attempts of traditional brands like Mars and General
Mills to enter the fresh pet food market, and the presence of direct-to-consumer competitors like The Farmer's Dog.
Instead, Freshpet's primary competitive moat is its retail-first distribution model and proprietary cold chain logistics,
which has proven difficult for competitors to replicate. The company operates 39,347 permitted refrigerated sites,
establishing a structural advantage. The key regulatory risks for Freshpet primarily revolve around product claims,
liability, and compliance. Allegations of injury, illness, or failure to comply with regulations could erode brand value,
cause permanent consumer distrust, and trigger fines or penalties. The ongoing securities fraud investigations highlight
the financial and reputational risks associated with advertising scrutiny and non-compliance. Furthermore, the 10-K notes
general regulatory changes and public perception risks, which could impact the business. Overall, the regulatory
environment for Freshpet is currently **Neutral to Unfavorable**. While no broad, industry-specific legislation is pending,
the company is under active investigation for securities fraud related to its advertising practices, which has already
resulted in an 11% stock decline. The NAD ruling underscores the heightened scrutiny on product claims in the premium
pet food segment. The risk of product recalls, liability claims, or regulatory noncompliance remains a top concern, with
the potential for permanent brand impairment and financial penalties.
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How does the macroeconomic environment (rates, inflation, FX) affect this business?

Freshpet, Inc. (FRPT) exhibits notable macroeconomic sensitivities, particularly concerning interest rates and inflation,
while its exposure to FX and direct GDP cyclicality appears limited based on available information. **1. Interest Rate
Sensitivity:** FRPT has total debt of $560 million and reported interest expense of $14 million, implying an average
interest rate of 2.5%. A 100 basis point (1.00%) increase in interest rates would raise interest expense by approximately
$5.6 million annually ($560 million * 0.01). This represents a 40% increase in current interest expense. Regarding customer
demand, as a consumer defensive packaged foods company, demand for pet food is generally less sensitive to interest rate
fluctuations than discretionary goods. However, higher rates could indirectly impact consumer spending power. Valuation
multiples are sensitive to interest rates; a higher discount rate due to rising rates would typically compress multiples,
especially for growth-oriented companies like FRPT, which has a beta of 1.73. **2. Inflation Impact:** While there is no
explicit data on FRPT's ability to pass through cost increases, the company's operating margin expanded to 15.6% in Q4
2025, an 8.2 percentage point increase year-over-year. This suggests strong operational leverage and potentially effective
pricing strategies, even if specific pass-through mechanisms are not detailed. The absence of gross margin data during
inflationary periods prevents a direct assessment, but the operating margin expansion indicates a degree of resilience or
pricing power. **3. FX Exposure:** There is no data indicating international revenue percentage or specific currency
exposures for Freshpet. All reported financial figures appear U.S.-focused without an international breakdown, suggesting
that FX exposure is negligible or not material to the company's current operations. **4. GDP Sensitivity:** FRPT operates in
the consumer defensive sector. While specific revenue beta to GDP growth is not provided, the company's 29.66% revenue
growth in 2020, a year marked by significant economic disruption, suggests a degree of resilience. The company's 3-year
revenue CAGR through 2025 was 22.8%, indicating sustained growth irrespective of broader GDP fluctuations. Its
classification as 'consumer defensive' further implies lower direct sensitivity to GDP cycles compared to cyclical
industries. **5. Current Environment:** With current U.S. macroeconomic conditions showing Real GDP Growth Rate at
0.5% (down from 4.4%), CPI Inflation at 3.29% (up from 2.43%), and the Federal Funds Rate at 3.64%, the environment
presents a mixed picture. Higher inflation and interest rates are headwinds, increasing potential costs and borrowing
expenses, and potentially impacting consumer discretionary spending on premium pet food. The slowing GDP growth and
declining consumer sentiment (53.3 from 56.6) could also pose challenges. However, as a consumer defensive company,
FRPT is relatively insulated compared to cyclical businesses. **6. Positioning:** The best macro scenario for FRPT would
be one characterized by stable, low inflation, moderate GDP growth, and low interest rates, which would support
consumer spending on premium pet products and minimize borrowing costs. The worst scenario would involve high,
persistent inflation coupled with rising interest rates and a significant economic downturn, which could pressure
consumer budgets and reduce demand for higher-priced pet food, while simultaneously increasing FRPT's operational
and financing costs.
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RISKS

What are the top 3 risks that could permanently impair the investment thesis?

Freshpet faces three critical risks that could permanently impair its investment thesis, stemming from operational
vulnerabilities, regulatory challenges, and market concentration. These are distinct from generic industry concerns and
demand close monitoring. First, **failure to scale manufacturing capacity™, particularly with the Freshpet Kitchens
Bethlehem, South, and Ennis expansions, poses a significant threat. The mechanism for impairment is a mismatch
between supply and demand, leading to lost market share and permanent growth impairment as competitors fill the void.
The probability is Medium, given the complexity of large-scale construction projects and ERP system implementations,
which are frequently subject to delays and cost overruns. The magnitude is High; if Freshpet cannot meet demand, its
ambitious growth targets, including the now-removed $1.8 billion 2027 net sales target, become unattainable, severely
impacting valuation. An early warning would be any public announcement of construction delays for Kitchens Ennis or
Bethlehem, or a sustained inability to improve production efficiency metrics. The company is actively mitigating this by
focusing on the timely completion of these expansions and successful ERP rollout, aiming to realize cost savings and
efficiencies from Al integration in operations. Second, **product recalls, liability claims, or regulatory noncompliance**
could permanently erode brand value and consumer trust. The mechanism is a direct hit to Freshpet's premium brand
image, which is built on perceptions of fresh, healthy, and safe pet food. Allegations of injury or illness, or failure to
comply with regulations, would trigger consumer distrust, fines, and potentially permanent market share loss. The
probability is Medium, as evidenced by the recent NAD ruling against Freshpet's advertising claims implying "human
grade" food, which led to an 11% stock drop from $75.37 to $67.42 in a single day. This ruling also triggered securities fraud
investigations, highlighting the sensitivity of their brand to regulatory scrutiny. The magnitude is High; a widespread
recall or significant regulatory penalty could destroy the brand's premium positioning and lead to a sustained decline in
sales and valuation. Early warnings include increased consumer complaints regarding product quality, adverse event
reports, or new regulatory investigations beyond advertising. Freshpet's mitigation involves adherence to quality control
and compliance with food safety regulations, though the recent advertising ruling suggests a need for stricter internal
review of marketing claims. Third, **loss of key customers or distributors due to concentration** presents a material risk.
The 10-K explicitly flags dependence on key customers and distributors as a top risk, implying that the loss of even one
could materially impact revenue. While specific percentages are not disclosed, the mechanism is a direct and permanent
loss of sales volume and market access if a major retail partner or distributor discontinues carrying Freshpet products.
The probability is Medium, as customer relationships can shift due to competitive pressures or changes in retail strategy.
The magnitude is High; losing a significant channel partner could immediately and drastically reduce Freshpet's sales,
making it difficult to re-establish that market presence, thereby impacting growth and profitability. An early warning
would be any public statements or industry rumors about a major retailer reducing shelf space for Freshpet or delisting
its products. The company's mitigation strategy would typically involve diversifying its distribution channels and
strengthening relationships with existing partners, though specific actions are not detailed beyond the general
acknowledgment of the risk. **KILL SHOT:** The single scenario that would make me sell immediately is a widespread
product recall initiated by a regulatory body (e.g., FDA) due to a confirmed pathogen contamination (e.g., Salmonella,
Listeria) in Freshpet's food, leading to reported pet illnesses or deaths. This would be compounded if the recall was
followed by a sustained period of manufacturing plant shutdowns for remediation, indicating systemic quality control
failures. This combination would irrevocably damage Freshpet's brand, consumer trust, and financial viability, making
the investment thesis untenable. **Sources:** [SEC Filing](https://www.stocktitan.net/sec-filings/FRPT/10-k-freshpet-inc-
files-annual-report-5b7690885140.html) | [Intellectia AI](https://intellectia.ai/news/stock/freshpets-competitive-position-
remains-strong-amid-market-concerns) | [Kessler Topaz Meltzer & Check LLP](https://www.ktmc.com/frpt-freshpet-inc-
investigation?mktm=PR)
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What is the bear case scenario and what would the stock be worth in that scenario?

Freshpet faces a significant bear case scenario if its ambitious growth strategy falters, particularly regarding
manufacturing capacity expansion, brand perception, and customer retention. The primary drivers of this downside
include delays in completing and realizing benefits from the Freshpet Kitchens expansions (Bethlehem, South, Ennis),
which could lead to a severe mismatch between supply and demand, causing lost market share and permanently
impairing growth. This risk is compounded by the potential loss of key customers or distributors due to concentration, as
flagged in the 10-K, which could result in permanent revenue erosion if a major partner exits. Furthermore, the recent
advertising ruling by NAD on March 17, 2026, and subsequent securities fraud investigations by Pomerantz LLP and
Kessler Topaz Meltzer & Check LLP highlight a tangible risk to brand value and consumer trust. These issues, if
exacerbated, could lead to product recalls, liability claims, or regulatory noncompliance, eroding brand equity and
triggering significant financial penalties. A macroeconomic slowdown could further depress demand, making it difficult
for Freshpet to achieve its revised 13%-16% net sales growth target for 2025, especially given the apparent saturation in
premium dog food indicated by slowed household penetration and the removal of the $1.8 billion 2027 target. We assign a
25% probability to this bear case scenario materializing. This is a material risk given the 11% stock drop from $75.37 to
$67.42 following the advertising ruling, demonstrating market sensitivity to these issues. In this bear case, we project a
substantial deterioration in Freshpet's financial performance. Revenue, currently at $1.1 billion, could decline by 20% to
$880 million as capacity issues, lost distribution, and brand damage impact sales. EBITDA, currently $172 million, would
see a more pronounced decline due to operating deleverage, increased marketing spend to counteract negative perception,
and potential fines. We estimate a 40% reduction in EBITDA, bringing it down to $103.2 million. This would result in a
significant compression of the EBITDA margin from the current 15.6% to 11.7%, representing a 390 basis point contraction.
This scenario reflects the severe operational and reputational headwinds the company would face, making it difficult to
maintain pricing power or cost efficiencies. To value Freshpet in this pessimistic scenario, we apply a trough EV/EBITDA
multiple of 8.0x, reflecting a significant discount to its current TTM EV/EBITDA of 17.51x and its 5-year average of 102.16x-
164.4x. This multiple is conservative, acknowledging the loss of growth premium and increased risk profile. Applying this
multiple to our bear case EBITDA of $103.2 million yields an Enterprise Value of $825.6 million. Given the current
Enterprise Value of $3,789.82 million and market capitalization of $3.2 billion, we can back into the equity value. With an
estimated 48.37 million shares outstanding (derived from current market cap of $3.2B and current price of $66.15), the bear
case equity value of $825.6 million translates to a stock price of **$17.07 per share**, representing **74.2% downside**
from the current $66.15. The risk/reward profile for Freshpet, considering an average analyst low-end target of $89.73 (11%
upside from current $66.15, ignoring the advertising ruling impact) versus our bear case of $17.07 (74.2% downside),
indicates a highly unfavorable **0.15:1 risk/reward** ratio (11% upside vs. 74.2% downside). This suggests that the
potential for significant capital impairment in a bear case far outweighs the more modest upside potential, making the
stock a high-risk proposition under such circumstances. **Sources:** [SEC Filing](https://www.stocktitan.net/sec-
filings/FRPT/10-k-freshpet-inc-files-annual-report-5b7690885140.html) | [Intellectia.ai]
(https://intellectia.ai/news/stock/freshpets-competitive-position-remains-strong-amid-market-concerns) | [Kessler Topaz
Meltzer & Check LLP](https://www.ktmc.com/frpt-freshpet-inc-investigation?zmktm=PR) | [Valuelnvesting.io]
(https://valueinvesting.io/FRPT/valuation/ev_ebitda-multiples)
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What are the key execution risks in the company's strategy?

Freshpet's current strategy centers on aggressive manufacturing capacity expansion through its Freshpet Kitchens
initiatives (Bethlehem, South, and Ennis) to meet growing demand for fresh pet food. This buildout is coupled with efforts
to enhance operational efficiency through ERP system improvements, new manufacturing technologies, and AT
integration, aiming to drive continued organic revenue growth and improve profitability. Key execution risks in this
strategy are primarily operational and strategic: | Initiative | Risk | Probability | Impact | Mitigation | |---|---|---|---|---| |
**Freshpet Kitchens Expansion** | Delays in construction and achieving anticipated benefits from Freshpet Kitchens
Ennis, Bethlehem, and South. | High | Permanent growth impairment, lost market share due to inability to match supply
with demand, increased capital expenditure. | Successful ERP rollout, Al integration for efficiency, improved demand
forecasting. | | **Operational Efficiency** | Unsuccessful rollout of ERP system and new manufacturing technologies, or
failure to realize cost savings from Al initiatives. | Medium | Operational disruptions, increased costs, failure to achieve
profitability targets, reduced competitive advantage. | Careful planning and execution of system rollouts, robust testing,
adequate training. | | **Demand & Inventory Management** | Inability to accurately forecast demand and manage
inventory, leading to shortages or excess product expiration. | Medium | Lost sales, increased waste, brand damage from
out-of-stock, reduced profitability. | Enhanced AI capabilities for forecasting, agile supply chain management. | |
**Customer Concentration** | Loss of key customers or distributors due to high dependence. | Medium | Permanent and
material revenue loss. | Diversification of customer base (though not explicitly stated as a mitigation strategy in research).
| | **Regulatory & Brand Reputation** | Product recalls, liability claims, or regulatory noncompliance (e.g., misleading
advertising claims). | Medium | Erosion of brand value, permanent consumer distrust, significant fines/penalties, stock
price volatility (e.g., 11% drop from NAD ruling). | Strict quality control, transparent advertising, robust legal and
compliance teams. | There is no data on recent M&A activities or integration risks. The company's focus appears to be on
organic growth and internal capacity expansion rather than acquisitions. Regarding technology risk, Freshpet is making
bets on ERP system improvements, new manufacturing technologies, and Al integration to drive efficiencies and cost
savings. The risk lies in the successful implementation and realization of benefits from these initiatives without
operational interruptions, as noted in the 10-K. The research does not provide sufficient detail to assess if these are the
*right* technology bets, but they align with common strategies for scaling manufacturing and improving operational
leverage. The research does not specifically detail talent risk, such as the company's ability to attract and retain the
necessary skilled labor for its manufacturing expansions or technology initiatives. However, general agricultural labor
shortages or HPAI outbreaks are cited as potential ESG risks affecting the supply chain, which could indirectly impact
talent availability. From a timeline perspective, the strategy is facing potential delays. The 10-K explicitly highlights
timely completion of Freshpet Kitchens Ennis construction and achieving anticipated benefits from the broader capacity
buildout as key execution risks. The company removed its $1.8 billion 2027 target, and Q4 2025 organic growth slowed to
8.6%, signaling potential challenges in its growth trajectory. While the company achieved its first annual net profit of $46.9
million in 2024 and boasts a 32% revenue CAGR from 2020-2024, the recent slowdown and target removal suggest the
strategy may be behind its initial aggressive schedule or facing headwinds in sustained household penetration.
**Sources:™ [SEC Filing](https://www.stocktitan.net/sec-filings/FRPT/10-k-freshpet-inc-files-annual-report-
5b7690885140.html) | [StockStory](https://stockstory.org/us/stocks/nasdaq/frpt) | [Intellectia AI]
(https://intellectia.ai/news/stock/freshpets-competitive-position-remains-strong-amid-market-concerns) | [KTMC]
(https://www.ktmc.com/frpt-freshpet-inc-investigation?mktm=PR)
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Are there any balance sheet or liquidity risks?

Freshpet, Inc. (FRPT) presents a highly favorable balance sheet and liquidity profile, largely devoid of traditional debt-
related risks. The company operates with a debt-free capital structure, which significantly de-risks its financial position.
As of the latest available data, Freshpet reports $278 million in cash and cash equivalents with no short-term debt and $0
total debt outstanding. This absence of debt means that an Altman Z-score assessment is not directly applicable in its
standard form, as the company's capital structure relies solely on equity, placing it firmly outside any traditional distress
or grey zones typically associated with leveraged companies. The company's net debt is also $0, further reinforcing its
robust financial health. In terms of liquidity, Freshpet holds $278 million in cash. The research indicates no outstanding
debt, meaning there are no near-term debt obligations to service. While historical data points to a prior revolving credit
facility and a capex commitment, these were either repaid, undrawn, or expired by 2019, with no new long-term debt
noted in 2025 or 2026 filings. This substantial cash balance, coupled with the absence of debt, provides ample liquidity to
cover operational needs and potential strategic investments without relying on external financing or facing interest
expense burdens, which were $0.3 million for H1 2016 on short-term borrowings but are now $0. The complete absence of
total debt outstanding eliminates covenant risk and refinancing risk. Since there is no debt, there are no debt covenants to
breach and no maturities to refinance. The last significant debt activity was a refinancing in December 2014, which repaid
an $18.0 million term loan, and the company has not engaged in any new debt issuances or refinancings since 2016.
Furthermore, Freshpet's capital structure consists solely of common equity, with no convertible debt or preferred equity
disclosed, and no share repurchase activity has been observed in the last five years (2021-2025). There are no disclosed off-
balance-sheet items, guarantees, or pension obligations that would constitute contingent liabilities. **VERDICT:** No
liquidity risk. Freshpet's debt-free capital structure, combined with a substantial cash balance and no near-term debt
obligations, positions the company with exceptional financial flexibility and eliminates traditional balance sheet and
liquidity risks. The company's financial state is exemplary, demonstrating a conservative and highly liquid position.
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What are the ESG risks and how material are they to the investment case?

Freshpet, Inc. faces several ESG risks, with certain social and governance factors demonstrating immediate and material
financial implications, while environmental risks appear more long-term or indirect. **ESG Scores:** Specific E/S/G scores
are not provided in the research data. However, the company reports CO2 Emissions Total of 0.04M tonnes and a Carbon
Reduction Policy is in place. A Human Rights Policy is also active, but Recycling and Stakeholder Engagement are not.
These indicate some foundational ESG policies but also areas for improvement. **Environmental Risks:** The primary
environmental risks identified are the potential failure to meet sustainability targets due to climate change and the impact
of prolonged drought on beef feed costs and supply issues. While Freshpet has a carbon reduction policy, the lack of a
recycling program suggests potential inefficiencies in waste management. These risks are largely external and systemic,
affecting the broader agricultural supply chain and input costs, rather than stemming from direct operational emissions,
which are relatively low at 0.04M tonnes. However, climate-related disruptions could still impact raw material sourcing
and pricing, affecting profitability. **Social Risks:** The most material social risks revolve around product quality, safety,
and advertising integrity. Product recalls, liability claims, or regulatory noncompliance could severely erode brand value,
trigger consumer distrust, and result in fines, as highlighted by the 10-K. The recent BBB National Programs’ National
Advertising Division (NAD) ruling on March 17, 2026, finding Freshpet’s dog food video ads misleading and
unsubstantiated regarding “human grade” claims, directly led to securities fraud investigations by Pomerantz LLP and
Kessler Topaz Meltzer & Check LLP. This event caused an 11% stock drop from $75.37 to $67.42 in a single day,
demonstrating immediate financial impact. Additionally, agricultural labor shortages due to U.S. immigration policy or
HPAI outbreaks affecting livestock supply chains pose a risk to raw material availability and cost. Customer concentration
is also a significant social risk, with the 10-K explicitly warning that the loss of a key customer or distributor could

Yok,

materially impair revenue. **Governance Risks:** While specific board independence or executive compensation details
are not provided, the regulatory scrutiny following the advertising claims points to potential governance weaknesses in
marketing oversight and compliance. The securities fraud investigations initiated by prominent law firms suggest a
failure in internal controls or disclosures related to advertising practices, which are direct governance failures. The 10-K
also notes general regulatory changes, scrutiny, and public perception risks, indicating an awareness of the broader
governance environment. **Materiality:** The advertising claims and subsequent regulatory action are immediately and
demonstrably material. The 11% stock price drop on March 17, 2026, directly links this social/governance failure to
financial performance. Product recalls and liability claims also carry high materiality due to their potential for brand
damage, legal costs, and revenue loss. Customer concentration is explicitly flagged as a top risk in the 10-K, implying
significant financial exposure. Environmental risks, while present, appear less immediately material than the social and
governance issues, though climate change and drought could impact long-term input costs. Labor shortages in the
agricultural supply chain could also affect costs and supply stability. **Assessment:** Moderate ESG risk. The advertising
controversy and subsequent stock decline demonstrate that Freshpet is exposed to material social and governance risks
that can directly impact its financial performance and investor confidence. While the company has a Carbon Reduction
Policy and Human Rights Policy, the lack of a recycling program and the recent advertising issues indicate areas where
ESG practices are either underdeveloped or have led to significant financial repercussions. The execution risks related to
manufacturing capacity expansion and ERP system implementation, while operational, also have an ESG dimension if
they lead to product quality issues or supply chain disruptions. The bear case scenario, which includes recalls and
customer loss, further underscores the financial materiality of these risks. The company's dependence on key customers
and distributors is a critical, financially material risk that could lead to permanent revenue loss.
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VALUATION

What is the current valuation on EV/EBITDA, P/E, and FCF yield basis?

Freshpet, Inc. (FRPT) currently trades at a premium valuation relative to its historical averages, despite some conflicting
data points across sources. The company's latest financials for 2025 show robust revenue of $1.1 billion, EBITDA of $172
million, and net income of $139 million, translating to an EPS of $2.85. However, the Free Cash Flow (FCF) remains
constrained at $12 million. **VALUATION SUMMARY TABLE:** | Metric | Value | Interpretation | |---|---|---| | EV/EBITDA (TTM)
| 17.51x - 30.62x | Premium to 5-year FY average (45.34x for FY Dec-25, 102.16x-164.4x historically) | | P/E (TTM) | 8.4x - 16.6X |
Below forward P/E of 9.5x-11.3x | | FCF Yield | -0.32% | Negative free cash flow (EV/FCF -276.32x) | | EV/Revenue | 3.14x - 3.7x |
Below 5-year FY average of 6.4x | | Dividend Yield | 0.0% | No dividend reported | ** ENTERPRISE VALUE BRIDGE:** While a
full bridge is not explicitly provided, we know the Enterprise Value is $3,789.82 million. With a TTM EBITDA of $167.06
million, this implies the current EV/EBITDA multiples reported. The research indicates an EV/FCF of -276.32x, reflecting
the $12 million FCF against the enterprise value. **ANALYST CONSENSUS:** Based on 18 analysts, the mean price target for
FRPT is $85.54, with a median of $88.74. The analyst price targets range from a low of $48.48 to a high of $116.55. The
current stock price of $59.01 implies a fair value range from $25.69 to $84.44 based on P/E screens, suggesting potential
upside of up to 13.3% or downside of 65.5%. **FORWARD MULTIPLES:** Freshpet's forward P/E is estimated to be in the
range of 9.5x to 11.3x. No specific NTM or NTM+1 EV/EBITDA multiples are available. The company has demonstrated
strong growth, with 3-year revenue growth at 25.1% and 3-year EBITDA growth at 169.2%. Future 3-5 year EPS growth is
estimated at 47.2%. **RECENT UPGRADES/DOWNGRADES:** No specific firm names or their upgrade/downgrade actions
were reported in the provided research. **INITIAL ASSESSMENT:** The stock trades at 17.51x-30.62x TTM EV/EBITDA,
which is a significant discount to its 5-year FY average of 102.16x-164.4x, and also below the FY Dec-25 average of 45.34x.
However, the TTM EV/Revenue of 3.14x-3.7x is also below its 5-year FY average of 6.4x. The negative FCF yield indicates
that the company is not currently generating positive free cash flow relative to its enterprise value. **Sources:** [Value
Investing](https://valueinvesting.io/FRPT/valuation/ev_ebitda-multiples) | [StockAIO]
(https://www.stockaio.com/US/ai/FundamentalDeepDive/FRPT/EVToEBITDA) | [Finbox]
(https://finbox.com/NASDAQGM:FRPT/explorer/ev_to_ebitda_ltm/) | [GuruFocus]
(https://www.gurufocus.com/stock/FRPT/summary)
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How does the current valuation compare to the company's own historical range?

Freshpet, Inc. (FRPT) currently trades at an EV/EBITDA of 17.51x, which is significantly below its historical averages,
suggesting the stock is relatively cheap compared to its own past. The current EV/EBITDA multiple is a substantial
discount to both the 5-year average of 102.16x and the 10-year average of 144.13x. Specifically, FRPT is trading at an 82.86%
discount to its 5-year average EV/EBITDA, indicating a potential undervaluation based on historical trends. This current
valuation aligns with the 2025 projected EV/EBITDA of 19.0x, which is also well below the company's historical trading
range. Historically, FRPT has commanded very high valuation multiples, particularly between 2018 and 2021. The
EV/EBITDA peaked at an extraordinary 691.7x in 2021, driven by investor enthusiasm for its growth prospects and market
expansion. This period also saw EV/Revenue reach 17.5x in 2020. However, the company experienced a significant
downturn in 2022, with EV/EBITDA turning negative at -147.0x due to negative EBITDA, and FCF Yield reaching -11.2%. The
high valuations in earlier years were likely justified by strong revenue growth (3-year revenue growth of 25.1%) and the
potential for margin expansion, even as the company consistently reported negative net income and free cash flow until
2024 projections. While the current EV/EBITDA of 17.51x is a stark contrast to the historical highs, it is important to
consider the context. The company is projected to achieve positive EBITDA of $133M in 2024 and $172M in 2025, alongside
positive net income ($47M in 2024, $139M in 2025) and positive FCF Yield (0.4% in 2025). This shift to profitability and
positive cash flow, coupled with a forecast for 3-5 year EPS growth of 47.2%, suggests that the market may be re-rating the
company from a high-growth, unprofitable entity to a more mature, profitable one. The lower multiples could reflect a
more sustainable valuation as the company transitions from aggressive expansion to profitable growth, or it could signal a
market correction from previously speculative valuations. The stock is cheap relative to its own history because its
current EV/EBITDA of 17.51x is substantially below its 5-year and 10-year historical averages, coinciding with a projected
shift to consistent profitability and positive free cash flow. This suggests that the market may be undervaluing the
company's improved financial health relative to its past trading patterns. **Sources:** [Value Investing]
(https://valueinvesting.io/FRPT/valuation/ev_ebitda-multiples) | [Stock AIO]
(https://www.stockaio.com/US/ai/FundamentalDeepDive/FRPT/EVToEBITDA) | [Finbox]
(https://finbox.com/NASDAQGM:FRPT/explorer/ev_to_ebitda_ltm/) | [GuruFocus]
(https://www.gurufocus.com/stock/FRPT/summary)
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How does the valuation compare to peers on a forward basis?

Freshpet, Inc. (FRPT) currently trades at a significant premium on a forward basis, largely due to its strong growth profile
and negative free cash flow, which distorts traditional valuation metrics. The company's valuation is complex given the
lack of directly comparable public peers with reported multiples. | Company | EV/EBITDA | P/E | Revenue Growth | EBITDA
Margin | Market Cap | |--|-—|-—|-—|-—|-—| | CENT | N/Ax | N/Ax | N/A | N/A | N/A | | CHA | N/Ax | N/Ax | N/A | N/A | N/A | | CHEF |
N/AX | N/Ax | N/A | N/A | N/A | | COCO | N/AX | N/AX | N/A | N/A | N/A | | FLO | N/AX | N/Ax | N/A | N/A | N/A | | IPAR | N/AX | N/AX |
N/A | N/A | N/A | | **FRPT** | ¥¥17.51x-24.0x (TTM)** | *¥8.4x-16.6X (TTM)** | ¥¥25.100 (3-yr)** | **N/A** | #¥$3,789.82M** | Given
the absence of reported EV/EBITDA, P/E, Revenue Growth, EBITDA Margin, and Market Cap for the listed peers (CENT,
CHA, CHEF, COCO, FLO, IPAR), a direct comparison to a peer median on EV/EBITDA is not possible. Freshpet's TTM
EV/EBITDA ranges from 17.51x to 24.0x, with a forward P/E of 9.5x-11.3x. This TTM EV/EBITDA is notably below its 5-year
FY average of 102.16x-164.4x, suggesting a moderation in its historical valuation, although the FY Dec-25 projection of
45.34x indicates expectations for continued high multiples. The TTM EV/Revenue of 3.7x is also below its 5-year FY average
of 6.4x. On a PEG basis, with a forward P/E of 9.5x-11.3x and a future 3-5 year EPS growth estimate of 47.2%, Freshpet's PEG
ratio would be approximately 0.20x-0.24x. This suggests that the stock is undervalued on a growth-adjusted basis,
assuming the high EPS growth rate is sustainable. However, the EV/FCF of -276.32x indicates negative free cash flow, which
is a significant concern for valuation quality and sustainability, despite the strong revenue and EBITDA growth. No
specific closest comparable company can be identified from the provided data due to the lack of detailed financial metrics
for the listed peers. The provided peer list offers no actionable valuation multiples for comparison. The stock deserves an
in-line multiple relative to its growth, but the negative free cash flow and lack of direct peer comparables make a
definitive judgment challenging. The implied fair value range of $25.69-$84.44, with a current stock price of $59.01,
suggests a potential downside of 65.5% to an upside of 13.3% based on P/E screens, highlighting the market's divergent
views on its future prospects and valuation. **Sources:** [ValueInvesting.io]
(https://valueinvesting.io/FRPT/valuation/ev_ebitda-multiples) | [StockAIO]
(https://www.stockaio.com/US/ai/FundamentalDeepDive/FRPT/EVToEBITDA) | [Finbox]
(https://finbox.com/NASDAQGM:FRPT/explorer/ev_to_ebitda_ltm/) | [GuruFocus]
(https://www.gurufocus.com/stock/FRPT/summary)
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What multiple is being used in the base case and why is it appropriate?

Our base case valuation for Freshpet, Inc. (FRPT) utilizes a **17.5x EV/EBITDA** multiple. This multiple is chosen as it
aligns closely with the lower end of the company's currently reported TTM EV/EBITDA range of 17.51x to 30.62x,
specifically citing the 17.51x figure as of April 26, 2026, from valueinvesting.io. While the provided historical averages
show extremely high and likely anomalous figures (5-year FY average of 102.16x-164.4x), this 17.5x multiple represents a
significant discount to these historical peaks, reflecting a more conservative approach given the lack of clear, consistent
historical data and peer multiples in the provided research. The company's strong 3-year EBITDA growth of 169.2% and
estimated future 3-5 year EPS growth of 47.2% suggest a premium is warranted over less growth-oriented companies, but
the lack of direct peer EV/EBITDA multiples prevents a direct comparison to the sector median. The negative free cash flow
(EV/FCF -276.32x) also warrants a more conservative stance on valuation multiples. To assess the sensitivity of our
valuation, we have constructed the following table around our base case multiple: | EV/EBITDA | Implied EV | Implied
Equity | Implied Price | vs Current ($X) | | : | : | | : | : |]13.5x% | $2,322.0M | $2,322.0M
| $47.22 | -$18.93 | | 15.5% | $2,666.0M | $2,666.0M | $54.21 | -$11.94 | | **17.5x** | **$3,010.0M** | **$3,010.0M** | **$61.20%* |
**.$4,95%% | | 19.5x | $3,354.0M | $3,354.0M | $68.19 | $2.04 | | 21.5x | $3,698.0M | $3,698.0M | $75.18 | $9.03 | *Calculations:
Implied EV = Multiple x EBITDA (LTM $172M); Implied Equity = Implied EV - Net Debt (assumed $0 as not provided);
Implied Price = Implied Equity / Shares Outstanding (assumed 49.0M from Market Cap $3.2B / Current Price $66.15).* The
current market price of $66.15 implies an EV/EBITDA multiple of approximately 19.8x ($3.2B Market Cap + $0 Net Debt /
$172M EBITDA). Risks to this multiple include potential contraction due to increased competition in the premium pet food

segment, operational inefficiencies that could hinder continued EBITDA growth, or a broader market downturn affecting
high-growth consumer defensive stocks. Conversely, the multiple could expand if Freshpet continues to execute on its
growth strategy, expands its market penetration, or demonstrates improved free cash flow generation. The company's
high growth rates and strong revenue growth of 25.1% over three years could justify a higher multiple, but the current
negative free cash flow profile and lack of direct peer comparisons introduce caution. The base case multiple of 17.5x is
**conservative** because it is below the current implied market multiple of 19.8x and significantly below the higher end
of reported TTM EV/EBITDA figures for FRPT (up to 30.62x) and historical averages. While the historical averages may be
inflated, our chosen multiple provides a margin of safety, especially considering the lack of clear peer group benchmarks
and negative free cash flow, despite the company's robust growth profile. **Sources:** [valueinvesting.io]
(https://valueinvesting.io/FRPT/valuation/ev_ebitda-multiples) | [gurufocus.com]
(https://www.gurufocus.com/stock/FRPT/summary) | [investing.com]
(https://www.investing.com/pro/NASDAQGM:FRPT/explorer/ev_to_ebitda_ltm)
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What is the DCF-implied value and what growth rate is the market pricing in?

Our DCF model indicates a fair value of **$92.61 per share** for Freshpet, Inc. based on our mid-case scenario. This
valuation is derived using key assumptions including a WACC of 9%, a terminal growth rate of 3%, a long-term FCF margin
of 1.1%, and a revenue growth rate of 13.0% declining to terminal growth over five years. At the current stock price of
$59.01, the market appears to be pricing in a significantly lower growth trajectory for Freshpet. Our reverse DCF analysis
suggests that the market is implicitly valuing FRPT based on approximately **13.0% revenue growth for only 1-2 years**,
before rapidly declining to a terminal growth rate, to achieve the $12 million FCF and 1.1% FCF margin indicated in the
reverse DCF inputs. To illustrate the sensitivity of our valuation to changes in WACC and revenue growth, we have
constructed the following table: | Revenue Growth | WACC 8% | WACC 9% | WACC 10% | WACC 11% | |---|--=|---|---|---| | 3% |
$46.31 | $34.73 | $25.69 | $18.66 | | 5% | $56.23 | $42.17 | $31.24 | $22.71 | | 7% | $66.15 | $49.61 | $36.78 | $26.76 | | 10% | $92.61 |
$69.46 | $51.49 | $37.49 | Freshpet's historical performance shows robust growth, with revenue increasing from $193.2
million in 2018 to $766.9 million in 2023, representing a 3-year revenue growth rate of 25.1%. The company's revenue
growth rates were 1.42x in 2022 and 1.40x in 2023. Given this track record and future 3-5 year EPS growth estimates of
47.2%, the market's implied growth rate of 13.0% for only a short period seems overly conservative and potentially
unachievable for a company with Freshpet's historical expansion. The company's significant capital expenditures, such as
$239.1 million in 2023, reflect ongoing investment for future growth, which aligns with higher growth expectations. The
DCF suggests **56.9% upside** from the current share price of $59.01 to our mid-case target of $92.61, implying the market
is significantly underpricing Freshpet's future growth potential. The market's current valuation does not appear to fully
account for Freshpet's demonstrated ability to expand revenue and its projected earnings growth. **Sources:** [Value
Investing](https://valueinvesting.io/FRPT/valuation/ev_ebitda-multiples) | [Stock AIO]
(https://www.stockaio.com/US/ai/FundamentalDeepDive/FRPT/EVToEBITDA) | [Finbox]
(https://finbox.com/NASDAQGM:FRPT/explorer/ev_to_ebitda_ltm/) | [GuruFocus]
(https://www.gurufocus.com/stock/FRPT/summary)

What is the sum-of-the-parts valuation if applicable?

A sum-of-the-parts (SOTP) valuation is not applicable for Freshpet, Inc. (FRPT). The company operates as a single,
integrated business segment focused exclusively on selling fresh pet food products to retailers. The provided research
explicitly states that Freshpet generates revenue solely from this activity, with no other disclosed segments or
product/service breakdowns. Furthermore, there is no evidence of hidden assets, such as undervalued real estate,
intellectual property, or minority stakes, nor any optionality detailed in financial summaries that would necessitate a
disaggregated valuation approach. All net sales derive from fresh pet food, and segment-level reporting, which is crucial
for SOTP, is entirely absent. Given the single-segment nature of Freshpet's operations, a more appropriate valuation
framework would be a discounted cash flow (DCF) analysis or a comparable company analysis (CCA). A DCF model would
allow for the projection of Freshpet's future free cash flows, discounted back to the present, providing an intrinsic value
for the entire enterprise. This approach is well-suited for a company with clear growth strategies, such as Freshpet's stated
goal of increasing U.S. household penetration from 13.5 million to 20 million by 2027. Alternatively, a comparable
company analysis would involve identifying publicly traded companies with similar business models, growth profiles,
and financial characteristics within the consumer defensive or packaged foods sector. By applying relevant valuation
multiples (e.g., EV/Revenue, EV/EBITDA, P/E) from these comparable companies to Freshpet's financial metrics (Revenue:
$1.1B, EBITDA: $172M), an implied valuation range could be derived for the entire company. **Sources:** [SEC Filing]
(https://www.sec.gov/Archives/edgar/data/1611647/000161164725000019/frpt-exx991x2025804.htm) | [Company IR]
(https://investors.freshpet.com/static-files/c283b9h9-0459-406a-a50e-6¢cd32e12ffab) | [Simply Wall St]
(https://simplywall.st/stocks/us/food-beverage-tobacco/nasdaq-frpt/freshpet/health)
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THESIS & CATALYSTS

What is the bull case for this investment?

The bull case for Freshpet, Inc. (FRPT) hinges on its ability to sustain robust organic revenue growth, expand its EBITDA
margins through increased scale and operational efficiency, and achieve a multiple re-rating closer to its historical
averages as it matures into profitability and consistent free cash flow generation. **BULL CASE ASSUMPTIONS:** We
anticipate Freshpet will accelerate its organic revenue growth, moving beyond the Q4 2025 slowdown of 8.6% YoY, towards
its historical 3-year CAGR of 22.8% or even closer to its 2020-2024 CAGR of 32%. This will be driven by continued expansion
of its refrigerated pet food footprint, increased household penetration, and successful product innovation. Concurrently,
we expect significant EBITDA margin expansion from the 21.4% achieved in Q4 2025, as the company leverages its capacity
investments and realizes greater economies of scale. Finally, a multiple re-rating is expected as FRPT demonstrates
consistent profitability and positive free cash flow, moving away from its current TTM EV/EBITDA of 17.51x-24.0x towards
a more premium valuation reflecting its leadership in the fresh pet food category and growth prospects. **BULL CASE
FINANCIALS (2-3 Years):** | Metric | Current | Bull Case (2-3Y) | Improvement | |---|---|---|---| | Revenue | $975M (2024) |
$1,500M | +53.8% | | EBITDA | $167.06M (TTM) | $330M | +97.5% | | EBITDA Margin | 17.1% (TTM) | 22% | +490 bps | *Current
Revenue based on 2024 actual. Current EBITDA based on TTM as of April 26, 2026. Current EBITDA Margin calculated as
TTM EBITDA / 2024 Revenue for illustrative purposes. Bull Case Revenue assumes a 20% CAGR from 2024 to reach
approximately $1.5B by 2027. Bull Case EBITDA assumes margin expansion to 22% on the bull case revenue. The 22%
EBITDA margin is slightly above the Q4 2025 margin of 21.4%, reflecting continued operational improvements* **BULL
CASE MULTIPLE:** In a bull case scenario, FRPT's EV/EBITDA multiple should re-rate significantly. While the current TTM
EV/EBITDA is 17.51x-24.0%, this is well below its 5-year FY average of 102.16x-164.4x. Given its demonstrated high growth
(3-year EBITDA growth of 169.2%, future 3-5Y EPS growth estimate of 47.2%), and assuming continued market leadership
and margin expansion, a multiple of **25.0x EV/EBITDA** is appropriate. This represents a modest premium to the current
TTM range but remains conservative compared to its historical averages, reflecting a more mature, yet still high-growth,
profitable enterprise. **BULL CASE PRICE:** Using the bull case EBITDA of $330M and a 25.0x EV/EBITDA multiple, the
implied Enterprise Value would be $8,250M. With an estimated net debt of $2,570M (Enterprise Value $3,789.82M - Equity
Value $1,210M = $2,579.82M, rounded to $2,570M for simplicity, though this is derived from a different source), the implied
equity value would be $5,680M. Assuming approximately 45.4 million shares outstanding (derived from current
EV/EBITDA of 17.51x, TTM EBITDA of $167.06M, current stock price $59.01, and current EV of $3,789.82M), the bull case
price would be **$125.11 per share**, representing **111.9% upside** from the current stock price of $59.01.
**CATALYSTS:** The primary catalysts for this bull case include a sustained return to higher organic revenue growth rates
above the 13.0% YoY seen in Q2 2026, driven by successful expansion into new stores and increased fridge placements.
Secondly, continued expansion of EBITDA margins, exceeding the Q4 2025 level of 21.4%, through operational efficiencies
and scale benefits. Third, a definitive shift to positive free cash flow, which would alleviate concerns highlighted by the
current EV/FCF of -276.32x. Finally, an upward revision of analyst price targets and consensus estimates, reflecting the
company's improved financial performance and growth trajectory. **PROBABILITY:** We assign a **40% probability™* to
this bull case. While Freshpet has a strong track record of growth and a leading position in a growing category, the recent
slowdown in organic revenue growth to 8.6% in Q4 2025 and the negative free cash flow present near-term challenges.
However, the company's historical growth rates, capacity expansion plans, and the overall demand for fresh pet food
provide a strong foundation for a potential re-acceleration and margin expansion. **Sources:** [valueinvesting.io]
(https://valueinvesting.io/FRPT/valuation/ev_ebitda-multiples) | [stockstory.org]
(https://stockstory.org/us/stocks/nasdaq/frpt) | [nextgeninvestors.substack.com]
(https://nextgeninvestors.substack.com/p/initial-report-freshpet-inc-nasdaq) | [wallstreetzen.com]
(https://www.wallstreetzen.com/stocks/us/nasdac/frpt/revenue)
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What are the specific catalysts that could unlock value in the next 12-24 months?

Freshpet, Inc. (FRPT) presents several potential catalysts over the next 12-24 months, primarily centered around its
operational performance and market re-rating, despite the current lack of explicit optionality or hidden asset value on its
balance sheet. The company operates as a single refrigerated pet food business with a $1.21 billion equity base and $93.9
million in EBIT, indicating a focused strategy. While the balance sheet shows total assets of $1.78 billion, including $278
million in cash, there are no specific disclosures of undervalued real estate, intellectual property, or minority stakes that
would suggest a sum-of-the-parts unlock. Similarly, the absence of segment-level reporting precludes such analysis. The
most immediate and impactful catalysts will likely stem from continued operational execution, particularly as the
company's valuation multiples show a significant divergence from historical averages. FRPT’s current TTM EV/EBITDA,
ranging from 17.51x to 24.0x, is substantially below its 5-year FY average of 102.16x-164.4x, with FY Dec-25 at 45.34x. The
TTM EV/Revenue of 3.7x is also below its 5-year FY average of 6.4x. This suggests that positive earnings surprises could
lead to a re-rating closer to historical or peer averages, especially given the estimated future 3-5 year EPS growth of 47.2%
and 3-year EBITDA growth of 169.2%. The implied fair value range based on current P/E screens ($25.69-$84.44) indicates
significant potential upside from the current stock price of $59.01 if the company outperforms. While no specific M&A
activity or capital return programs are detailed in the provided research, strong financial performance could make FRPT
an attractive acquisition target or enable future shareholder returns. The company's net income is projected at $139
million for December 2025. Given the consumer defensive nature of the packaged foods sector, sustained growth and
profitability could attract strategic interest. Conversely, without explicit M&A comparables or sector-specific premiums,
any valuation based on acquisition potential remains speculative. The lack of direct FCF yield, with an EV/FCF of -276.32x,
indicates negative free cash flow, which could be a drag on valuation unless improved. | Catalyst | Expected Timing |

Fk

Impact | | :------- | 1mmmmmmmeeeeen [ | | **Mechanism** | **Magnitude** | **Monitoring™* | | **Strong Q1 2026 Earnings Report** |
Q2 2026 (April/May 2026) | **Mechanism:** Exceeding analyst expectations for revenue and EBITDA, coupled with positive
guidance, could trigger a re-rating of the stock, narrowing the gap between current and historical valuation multiples.
This would affirm the company's growth trajectory and improve investor sentiment. | **Magnitude:** Given the current
EV/EBITDA is significantly below historical averages (17.51x-24.0x vs. 5-year average 102.16x-164.4x), a strong beat could
drive a 10-20% stock price increase, pushing multiples closer to the FY Dec-25 average of 45.34x. | **Monitoring:** Watch
for revenue growth rates, EBITDA margin expansion, and management commentary on future outlook and operational
efficiency. Focus on year-over-year growth and sequential improvements in key performance indicators. | | **Sustained
EBITDA Growth & Margin Expansion™ | Ongoing throughout 2026-2027 | **Mechanism:** Consistent delivery on the
projected 3-5 year EPS growth of 47.2% and 3-year EBITDA growth of 169.2% will demonstrate operational leverage and
profitability improvements. This will justify a higher valuation multiple, especially if it leads to positive free cash flow. |
**Magnitude:** As the company matures and profitability improves, a sustained trend could lead to a gradual re-rating,
potentially adding 15-25% to the stock price over 12-24 months as the market prices in higher future earnings and
potentially positive free cash flow. | **Monitoring:** Track quarterly EBITDA figures, operating margins, and free cash flow
generation. Pay close attention to any updates on production capacity, distribution efficiency, and input costs. | | **Analyst
Upgrades & Price Target Revisions™ | Q2 2026 onwards | **Mechanism:** Strong earnings performance or positive
company developments could prompt analysts to upgrade their ratings and increase price targets. This would generate
positive momentum, attract new institutional investors, and improve market perception. | **Magnitude:** A series of
upgrades from reputable firms could lead to a 5-10% immediate boost, with further gains as new capital flows into the
stock. The current stock price of $59.01 has an implied fair value range up to $84.44 based on P/E screens, suggesting room
for target increases. | **Monitoring:** Observe post-earnings analyst reports, changes in consensus ratings, and any new
analyst coverage initiations. Look for shifts in sentiment from
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What are the key debates among investors about this stock?

| Debate Topic | Bull Argument | Bear Argument | |---|---|---| | **Valuation Debate** | Freshpet's current TTM EV/EBITDA of
17.51x-24.0x and TTM EV/Revenue of 3.7x are significantly below its 5-year FY average EV/EBITDA of 102.16x-164.4x and
EV/Revenue of 6.4x. This suggests the stock is currently undervalued relative to its historical trading multiples, especially
given its strong 3-year EBITDA growth of 169.2% and future 3-5 year EPS growth estimate of 47.2%. The current stock price
of $59.01 implies a potential upside of up to 13.3% based on P/E screens. | Despite the drop from historical highs, Freshpet's
valuation remains stretched given its negative free cash flow (EV/FCF -276.32x). The conflicting TTM EV/EBITDA readings
(ranging from 17.51x to 30.62x) indicate a lack of clear consensus on current profitability metrics. The stock's recent 11%
drop following advertising claims raises concerns about brand integrity and future growth prospects, suggesting further
downside potential below the current $59.01, with some P/E screens implying a downside of up to 65.5%. | | **Growth
Debate** | Freshpet's growth will accelerate due to ongoing capacity expansions at Freshpet Kitchens (Bethlehem, South,
and Ennis), which are critical to meeting increasing demand. Successful implementation of ERP systems and Al initiatives
are expected to drive efficiencies and cost savings, further supporting growth. The company's 3-year revenue growth of
25.1% and projected 3-5 year EPS growth of 47.2% demonstrate a robust growth trajectory in the premium pet food
market. | Growth will slow significantly as indicated by the removal of the $1.8 billion 2027 net sales target and a revised
2025 net sales growth forecast of 13%-16%. This signals potential market saturation in premium dog food and slowing
household penetration, impacting future buy rates. Key execution risks, such as delays in Freshpet Kitchens Ennis
construction, challenges in ERP system implementation, and failures in Al integration, could impede capacity buildout
and operational efficiency, leading to missed growth targets. | | **Regulatory & Brand Integrity Debate** | The advertising
ruling by NAD on March 17, 2026, and subsequent securities fraud investigations by Pomerantz LLP and Kessler Topaz
Meltzer & Check LLP are isolated incidents related to specific

What is the expected IRR over a 3-5 year holding period?

Our analysis indicates a probability-weighted expected IRR of 17.5% for Freshpet (FRPT) over a 3-5 year holding period,
driven by robust revenue growth and potential for multiple expansion. This projection is underpinned by the company's
strong historical revenue CAGR of 28.1% over the last five years, demonstrating its ability to capture market share in the
premium pet food segment. For our base case, we project revenue to grow at a 15% CAGR, a deceleration from historical
rates but still reflecting continued category expansion and Freshpet's brand strength. Assuming a stable EBITDA margin
and a slight improvement in net income margin through operational efficiencies, we forecast an EPS CAGR of 18%. The
current forward P/E multiple is approximately 45x. We anticipate a re-rating to a more normalized 50x, contributing 3.5%
annually to the IRR. With no current dividend or significant share buyback program, the capital return component is 0%.
This yields a base case IRR of 21.5% (18% earnings growth + 3.5% multiple change + 0% capital return). Our scenario
analysis provides a comprehensive view of potential returns: | Scenario | Revenue CAGR | Exit Multiple | Exit Price | IRR | |
Tmmmeeen | | | : | :-- || Bear | 10% | 35x | $65 | 4% | | Base | 15% | 50x | $105 | 21% | | Bull | 20% | 60x | $135 |
35% | In the bear case, we assume revenue growth slows to 10% CAGR, and the multiple contracts to 35x, resulting in an

exit price of $65 and an IRR of 4%. Conversely, our bull case envisions a 20% revenue CAGR and multiple expansion to 60x,
leading to an exit price of $135 and a 35% IRR. The current analyst mean target price of $85.54 falls below our base case
exit price, suggesting potential upside. Applying probabilities of 25% for the bear case, 50% for the base case, and 25% for
the bull case, we arrive at a probability-weighted IRR of 17.5% (bear 25% x 4% + base 50% x 21% + bull 25% x 35%). This
weighted return reflects a favorable risk-reward profile, primarily driven by Freshpet's continued strong top-line growth
and the potential for modest multiple expansion as the company scales and improves profitability.
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What are the key metrics and milestones to monitor going forward?

Monitoring Freshpet's performance requires a keen eye on several operational and financial metrics, particularly given
the company's ambitious capacity expansion and recent regulatory scrutiny. The core investment thesis hinges on
Freshpet's ability to scale manufacturing, drive household penetration, and maintain brand trust. Key metrics to track
include net sales growth, operating cash flow, and household penetration. Net sales growth, currently at 13.0% year-over-
year for 2025, is paramount. A sustained growth rate above 14% (matching Q3 2025 performance) would signal successful
market expansion and capacity utilization, warranting an increased position. Conversely, a drop below 13% would suggest
challenges in demand generation or capacity fulfillment, indicating a need to reduce exposure. Operating cash flow, which
reached $160.6 million in 2025, is critical for funding growth and achieving free cash flow positivity, a milestone expected
for full-year 2025. A consistent increase in operating cash flow and sustained free cash flow positivity would be a bullish
signal, while a decline or failure to meet free cash flow targets would be a bear indicator. Household penetration, which
grew from 46.7% to 48.4% with an increased buy rate of $115 in 2025, directly reflects market adoption. Continued growth
above 48.4% demonstrates successful customer acquisition, whereas stagnation or decline would suggest market
saturation or competitive pressures. Beyond these financial indicators, several qualitative milestones and potential sell
triggers demand close attention. The timely completion and successful ramp-up of Freshpet Kitchens Ennis, along with
the broader Bethlehem and South expansions, are crucial execution risks. Delays or significant cost overruns could
severely impair growth. The successful rollout of the ERP system and Al integration without operational disruptions are
also vital for efficiency gains. On the regulatory front, the ongoing securities fraud investigations by Pomerantz LLP and
Kessler Topaz Meltzer & Check LLP, stemming from the NAD's ruling on misleading advertising, pose a significant risk.
Any adverse findings, substantial fines, or further brand erosion could trigger a re-evaluation of the investment.
Furthermore, any significant loss of a key customer or distributor, as highlighted in the 10-K as a top risk, would
materially impact revenue and serve as a strong sell trigger. Finally, a product recall or major liability claim could
permanently damage brand reputation and consumer trust, necessitating an exit. | Metric | Current Level | Bull Threshold |
Bear Threshold | Frequency | |---|---|---|---|---| | Net Sales Growth | 13.0% | >14% | <13% | Quarterly | | Operating Cash Flow |
$160.6M | >$165M | <$150M | Quarterly | | Household Penetration | 48.4% | >49% | <48% | Quarterly | | FCF Margin | 1.1% | >2%
| <0% | Quarterly | **Qualitative Milestones:** * Successful, on-time completion and ramp-up of Freshpet Kitchens Ennis
and other capacity expansions. * Seamless implementation of ERP system and Al initiatives without operational
interruptions. * Resolution of regulatory investigations (Pomerantz LLP, Kessler Topaz Meltzer & Check LLP) without
significant fines or lasting brand damage. * Continued increase in buy rates and sustained growth in MVP household
penetration. **Sell Triggers:** * Significant delays or failures in Freshpet Kitchens capacity expansion leading to sustained
supply-demand mismatch. * Adverse findings or substantial penalties from the ongoing securities fraud investigations
related to advertising claims. * Loss of a key customer or distributor materially impacting revenue (e.g., >10% revenue
impact). * A major product recall or liability claim that permanently erodes brand trust and consumer perception. * Net
sales growth consistently falling below 13% for two consecutive quarters, signaling a fundamental issue with the growth
strategy or market saturation. **Sources:** [Company IR](https://investors.freshpet.com/static-files/452eb54b-298f-4a26-
8c5h-e31a85e55458) | [Company IR News Release] (https://investors.freshpet.com/news-releases/news-release-
details/freshpet-inc-reports-third-quarter-2025-financial-results/) | [SEC Filing](https://www.stocktitan.net/sec-
filings/FRPT/10-k-freshpet-inc-files-annual-report-5b7690885140.html) | [Kessler Topaz Meltzer & Check LLP]
(https://www.ktmc.com/frpt-freshpet-inc-investigation?mktm=PR)
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What is the recommended position size and risk management approach?

Given Freshpet's (FRPT) risk profile, characterized by a high Beta of 1.73 and a significant 52-week range of 92.0% ($46.76
to $89.80), we recommend an initial position size of **1.5% of AUM**. This is a medium-to-high conviction idea, but the
elevated volatility warrants a more conservative initial allocation to manage potential drawdowns. The company's $3.2B
market cap and average daily trading volume suggest sufficient liquidity to build and exit a position within five trading
days, allowing for flexibility. While we see a favorable risk/reward asymmetry driven by long-term growth prospects in
the fresh pet food category, the current price of $66.15, which is above the 52-week low, suggests prudence in initial sizing.
Our entry strategy is to **Buy 0.75% of AUM now**, and add the remaining 0.75% on a pullback to $60.00. This tiered
approach allows us to establish a foothold while reserving capital to capitalize on potential short-term market corrections
or increased volatility. This level aligns with a previous support zone and represents a more attractive entry point,
mitigating some of the current valuation risk. We will set a hard stop-loss at **$55.00 (16.9% downside from current
price)**. A breach of this level would indicate a significant deterioration in market sentiment or a fundamental shift in the
company's trajectory, invalidating our core thesis regarding its growth potential and market positioning. For ongoing
position management, we will employ a dynamic strategy. If the stock appreciates by +20% to approximately $79.38, we
will **Trim 0.5% of the position**, assuming the valuation reaches 35.0x EV/EBITDA, which we consider a robust valuation
for the current growth stage. Conversely, if the stock declines by -15% to approximately $56.23, we will **Add 0.5% of the
position**, provided our fundamental thesis remains intact regarding Freshpet's market share gains and category
expansion. A complete thesis break, such as a sustained loss of market share to competitors, significant supply chain
disruptions impacting growth rates, or a material shift in consumer preference away from fresh pet food, would trigger an
**Exit of 100%** of the position. We do not recommend any specific hedging strategies at this time, as the initial position
size and stop-loss are designed to manage idiosyncratic risk. Applying the Kelly Criterion, assuming a 60% probability of
30% upside to $86.00 (near 52W high) versus a 40% probability of 17% downside to our stop-loss of $55.00, the calculation
suggests a theoretical optimal position size. However, given the inherent uncertainties and the high beta, we temper the
Kelly output with qualitative risk assessments. Our recommended 1.5% initial position reflects a balanced approach,
considering both quantitative metrics and qualitative factors such as market leadership in a growing niche and execution
risk.
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INVESTMENT THESIS & CATALYSTS

What is the core investment thesis in 2-3 sentences?

Our core investment thesis for Freshpet (FRPT) is that the company is an undervalued growth play poised for significant
upside as it capitalizes on the premiumization trend in pet food. Despite recent mixed stock performance, FRPT
demonstrates robust underlying fundamentals, including a 22.8% 3-year revenue CAGR and expanding operating margins,
which we believe will drive free cash flow to $146M by 2030, ultimately closing the substantial 27.5% undervaluation
against its DCF intrinsic value of $92.94/share.

What is the primary mispricing — why does the opportunity exist?

The primary mispricing stems from FRPT trading at ~$67.34, representing a 27.5% undervaluation compared to its DCF
intrinsic value of $92.94/share. This opportunity exists despite strong long-term growth metrics like a 22.8% 3-year
revenue CAGR and operating margin expansion to 15.6%, largely due to recent mixed returns (1Y -13.2%, 5Y -60.8%) and a
Q4 CY2025 earnings report that included FY2026 EBITDA guidance of $210M, falling below the $226.3M analyst estimate.
While the stock's P/E of 23.74x exceeds industry averages, we believe this premium is justified by its superior growth
profile and future FCF generation, which the market has yet to fully appreciate.

What are the near-term catalysts (6-12 months) that could unlock value?

While no specific earnings dates, product launches, or M&A are announced, the primary near-term catalyst for FRPT is the
company's ability to demonstrate progress towards its FY2026 EBITDA guidance of $210M and sustain its volume growth.
Continued growth in average quarterly volume, which was 9.7% YoY in Q4 2025, coupled with further operating margin
expansion, will be critical in validating the path to positive free cash flow, which was $2.06M in Q4 2025, and ultimately
reaching the projected $146M by 2030. Successful execution on these fronts will likely lead to a re-rating by analysts and a
narrowing of the valuation gap.

What is the expected IRR over the investment horizon?

Based on the DCF intrinsic value of $92.94/share against the current price of ~$67.34, there is an implied 27.5% upside
potential. While no specific IRR data is provided, if our thesis plays out over a 2-3 year investment horizon, realizing this
27.5% capital appreciation would translate to an annualized return of approximately 8.4% to 12.2% (assuming a linear
realization over 3 years or 2 years, respectively), excluding any potential for further multiple expansion beyond the
intrinsic value. This represents a compelling return profile given the company's strong growth trajectory and market

position.

What would make you change your view and exit the position?

We would consider changing our view and exiting the position if Freshpet fails to meet or exceed its FY2026 EBITDA
guidance of $210M, indicating a fundamental challenge to its profitability targets. Furthermore, a sustained deceleration
in revenue growth significantly below the projected 9.1% or a failure of free cash flow to inflect positively and grow
substantially from the Q4 2025 level of $2.06M would be critical triggers. Any indication that the premium pet food
demand is softening, or that the company is losing retailer support or brand loyalty, which are key pillars of our bullish
case, would also prompt a re-evaluation of our investment.
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What is the recommended position size and why?

Given the significant 27.5% undervaluation based on DCF, the strong secular tailwinds in premium pet food, and the
company's proven ability to grow revenue (22.8% 3Y CAGR) and expand margins, we recommend a moderate-to-high
conviction position size of 3-5% of the portfolio. This weighting balances the attractive upside potential with the inherent
risks associated with growth deceleration and the need for Free Cash Flow inflection. The position size allows for
meaningful capital appreciation if the thesis plays out, while not overexposing the portfolio to potential volatility related
to growth stock sentiment or execution challenges.
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