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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q, or this Quarterly Report, contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.
We intend such forward-looking statements to be covered by the safe harbor provisions for forward-looking statements contained in Section 27A of the Securities Act of 1933,
as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act. All statements contained in this Quarterly Report
other than statements of historical fact, are forward-looking statements, including statements regarding:
·
Estimates of our total addressable market, future results of operations, financial position, research and development costs, capital requirements and our needs for
additional financing.
·

Our expectations about market trends and our ability to capitalize on these trends.

·
The impact on our business, financial condition and results of operation from the ongoing and global COVID-19 pandemic, or any other pandemic, epidemic or
outbreak of an infectious disease in the United States or worldwide.
·

Our ability to effectively and efficiently develop new brands of wines and introduce products in beverage categories beyond wine.

·

Our ability to efficiently increase online consumer acquisition.

·

Our ability to increase awareness of our portfolio of brands in order to successfully compete with other companies.

·

Our ability to maintain and improve our technology platform supporting our Winc digital platform.

·

Our ability to maintain and expand our relationship with wholesale distributors and retailers.

·

Our ability to continue to operate in a heavily regulated environment.

·

Our ability to establish and maintain intellectual property protection or avoid claims of infringement.

·

Our ability to hire and retain qualified personnel.

·

Our ability to obtain adequate financing.

The words “believe,” “may,” “will,” “estimate,” “continue,” “anticipate,” “intend,” “expect,” “could,” “would,” “project,” “plan,” “potentially,” “preliminary,” “likely,” and
similar expressions are intended to identify forward-looking statements. We have based these forward-looking statements on our current expectations and projections about
future events and trends that we believe may affect our financial condition, results of operations, business strategy, short-term and long-term business operations and objectives,
and financial needs. These forward-looking statements are subject to a number of known and unknown risks, uncertainties, and assumptions, including those described under
the sections in this Quarterly Report entitled “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and elsewhere in
this Quarterly Report. Moreover, we operate in a very competitive and rapidly changing environment. New risks emerge from time to time. It is not possible for our
management to predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of factors, may cause actual results
to differ materially from those contained in any forward-looking statements we may make. In light of these risks, uncertainties, and assumptions, the future events and trends
discussed in this Quarterly Report may not occur and actual results could differ materially and adversely from those anticipated or implied in the forward-looking statements.
Any forward-looking statements made herein speak only as of the date of this Quarterly Report, and you should not rely on forward-looking statements as predictions of future
events. Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee that the future results, performance, or
achievements reflected in the forward-looking statements will be achieved or will occur. Except as required by applicable law, we undertake no obligation to update any of these
forward-looking statements for any reason after the date of this Quarterly Report or to conform these statements to actual results or revised expectations.
GENERAL
Unless the context otherwise requires, all references in this Quarterly Report to “we,” “us,” “our,” “Winc” or the “Company” refer to Winc, Inc. and its consolidated
subsidiaries.
All reports we file with the SEC are available for download free of charge via the Electronic Data Gathering Analysis and Retrieval (EDGAR) System on the SEC’s website at
www.sec.gov. We also make electronic copies of our reports available for download, free of charge, through our investor relations website at ir.winc.com as soon as reasonably
practicable after filing such material with the SEC.
We may announce material business and financial information to our investors using our investor relations website at ir.winc.com. We therefore encourage investors and others
interested in Winc to review the information that we make available on our website, in addition to following our filings with the SEC, webcasts, press releases and conference
calls. Information contained on our website is not part of this Quarterly Report.
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RISK FACTOR SUMMARY
Our business is subject to numerous risks and uncertainties, including those described in Part II. Item 1A. “Risk Factors” in this Quarterly Report on Form 10-Q. You should
carefully consider these risks and uncertainties when investing in our common stock. The principal risks and uncertainties affecting our business include the following:
·

We have a history of net losses and we may not be able to achieve or maintain profitability in the future.

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

Our quarterly operating results may fluctuate, which could cause our stock price to decline.

·
We must expend resources to maintain consumer awareness of our brand, build brand loyalty and generate interest in our brands. As our marketing strategies and
channels evolve, our efforts may not be successful.
·
The success of our business depends heavily on the strength of brands, and our brands and reputation may be diminished due to real or perceived quality, safety,
efficacy or environmental impact issues with our brands, which could have an adverse effect on our business, financial condition, results of operations and prospects.
·
If we fail to cost-effectively acquire new consumers or retain our existing consumers, our business could be adversely affected. Our sales and profit are dependent
upon our ability to expand our existing consumer relationships and acquire new consumers.
·

Our ability to maintain our competitive position is largely dependent on the services of our senior management and other key personnel.

·
We rely on third-party suppliers, producers, retailers and other vendors, and they may not continue to produce products or provide services that are consistent with
our standards or applicable regulatory requirements, which could harm our brand, cause consumer dissatisfaction, and require us to find alternative suppliers of our
products or services.
·
Our business may be adversely affected if we are unable to provide our consumers with a technology platform that is able to respond and adapt to rapid changes in
technology, if our platform encounters disruptions in usability or if our consumers find our platform less usable or attractive than our competitors’.
·

Consumer demand for wine could decline for a variety of reasons. Reduced demand could harm our results of operations, financial condition and prospects.

·
The occurrence of an environmental catastrophe could disrupt our business. Climate change, wildfires, disease, pests, weather conditions and problems with water
supply could also have adverse effects on our business.
·
Due to the legacy alcohol beverage distribution system in the United States, we are heavily reliant on wholesale distributors and government agencies that resell
Alcoholic Beverages in all states. A significant reduction in wholesale distributor demand for our wines would materially and adversely affect our sales and profitability.
·
The consumer reception of the launch and expansion of our brands is inherently uncertain and may present new and unknown risks and challenges in production
and marketing that we may fail to manage optimally and which could have a materially adverse effect on our business, results of operations and financial results.
·
If we are unable to obtain adequate supplies of premium grapes and bulk wine from third-party grape growers and bulk wine suppliers, the quantity or quality of our
annual production of wine could be adversely affected, causing a negative impact on our business, results of operations and financial condition.
·
As a producer of Alcoholic Beverages, we are regularly the subject of regulatory reviews, proceedings and audits by governmental entities, any of which could
result in an adverse ruling or conclusion, and which could have a material adverse effect on our business, financial condition, results of operations and future prospects.
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PART I—FINANCIAL INFORMATION
Winc, Inc.
Condensed Consolidated Balance Sheets
(In thousands, except share and per share amounts)
September 30,
2021
(Unaudited)

Assets
Current assets:
Cash
Accounts receivable, net of allowance for doubtful accounts and sales returns of
$0.7 million and $0.2 million as of September 30, 2021 and December 31, 2020, respectively
Inventory
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Intangible assets, net
Other assets

December 31,
2020

$

1,612

Total assets
Liabilities, Redeemable Convertible Preferred Stock, and Stockholders’ Deficit
Current liabilities:
Accounts payable
Accrued liabilities
Contract liabilities
Current portion of long-term debt
Line of credit
Total current liabilities
Deferred rent
Warrant liabilities
Paycheck Protection Program note payable
Long-term debt, net
Early exercise stock option liability
Other liabilities
Total liabilities
Commitments and contingencies (Note 11)
Redeemable convertible preferred stock, $0.0001 par value, 80,083,782 and 71,512,354 shares authorized,
8,384,906 and 7,266,986 shares issued and outstanding, aggregate liquidation preference of $87,385 and
$71,746 as of September 30, 2021 and December 31, 2020, respectively
Stockholders’ deficit:
Common stock, $0.0001 par value, 115,490,000 and 106,910,000 shares authorized as of September 30, 2021
and December 31, 2020, respectively, 3,153,906 and 945,794, shares issued and outstanding as of September
30, 2021 and December 31, 2020, respectively
Treasury stock (168,750 shares outstanding as of both September 30, 2021 and December 31, 2020)
Additional paid-in capital
Accumulated deficit
Total stockholders’ deficit

$

2,886
22,371
4,463
31,332
826
9,834
2,209
44,201

Total liabilities, redeemable convertible preferred stock, and stockholders’ deficit

$

$

5,482
6,136
10,995
1,205
5,500
29,318
139
3,746
—
—
1,974
1,433
36,610

$

7,008

$

1,505
11,880
3,046
23,439
654
—
131
24,224

$

3,673
4,759
8,691
1,526
—
18,649
223
1,067
1,364
812
—
496
22,611

68,884

56,462

2
(7 )
4,854
(66,142 )
(61,293 )
44,201

1
(7 )
2,229
(57,072 )
(54,849 )
24,224

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Winc, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Income (Loss)
(Unaudited)
(In thousands, except share and per share amounts)
Three Months Ended
September 30,
2021
2020

Net revenues
Cost of revenues
Gross profit
Operating expenses:
Marketing
Personnel
General and administrative
Production and operation
Creative development
Total operating expenses
Loss from operations
Other income (expense)
Interest expense
Change in fair value of warrant liabilities
Other income (expense), net
Total other income (expense), net
Loss before provision for income taxes
Income tax expense

$

Net loss
Net loss per common share:
Basic and diluted
Weighted-average common shares outstanding:
Basic and diluted

18,457
10,653
7,804

$

Nine Months Ended
September 30,
2021
2020

17,848
10,302
7,546

3,700
7,153
2,987
44
131
14,015
(6,211 )

4,824
2,055
1,744
47
19
8,689
(1,143 )

$

(127 )
248
358
479
(5,732 )
1
(5,733 )

$

(145 )
—
(27 )
(172 )
(1,315 )
9
(1,324 )

$

(2.55 )

$

(1.49 )

2,252,128

$

53,573
30,605
22,968

$

11,678
12,540
8,555
97
287
33,157
(10,189 )

47,014
28,525
18,489
11,772
5,521
5,117
136
73
22,619
(4,130 )

$

(548 )
(644 )
2,330
1,138
(9,051 )
17
(9,068 ) $

(676 )
(229 )
(19 )
(924 )
(5,054 )
15
(5,069 )

$

(4.72 ) $

(5.70 )

889,559

The accompanying notes are an integral part of these condensed consolidated financial statements.
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1,922,559

889,559

Winc, Inc.
Condensed Consolidated Statements of Redeemable Convertible Preferred Stock and Stockholders’ Deficit
(Unaudited)
(In thousands, except share amounts)

Balance at December 31, 2020
Stock-based compensation expense
Stock option exercises
Vesting of early exercised stock
options
Employee promissory notes issued
for the exercise of stock options
Issuance of Series E Preferred Stock,
net of $499 of issuance costs
Issuance of Series F Preferred Stock,
net of $694 of issuance costs
Issuance of Series F Preferred Stock
in connection with an acquisition
Net loss
Balance at June 30, 2021
Stock-based compensation expense
Stock option exercises
Vesting of early exercised stock
options
Forgiveness of promissory notes
receivable
Issuance costs of Series E preferred
stock
Net loss
Balance at September 30, 2021

Balance at December 31, 2019
Stock-based compensation expense
Issuance of Series D Preferred Stock, net
of $1,831 of issuance costs
Net loss
Balance at June 30, 2020
Stock-based compensation expense
Issuance of Series D preferred stock, net
of $402 of issuance costs
Issuance costs of Series E preferred stock
Net loss
Balance at September 30, 2020

Redeemable Convertible
Preferred Stock
Shares
Amount
7,266,986
$
56,462
—
—
—
—

Common Stock
Shares
Amount
945,794
$
1
—
—
2,109,308
1

Promissory
Notes for
Common
Stock Issued

Treasury Stock
Shares
Amount
168,750
$
(7 )
—
—
—
—

$

Additional Paidin
Capital
$
2,229
172
1,627

—
—

—

—

—

—

—

—

—

—

—

—

—

—

332,220

4,162

—

—

—

—

714,272

7,272

—

—

—

—

71,428
—
8,384,906
—
—

1,000
—
68,896
—
—

—
—
3,055,102
—
15,832

—
—
2
—
—

—
—
168,750
—
—

—

—

—

—

—

—

—

(27 )

—

—

—

—

—

—

—

3,453

—

—

—
—
3,070,934

—
—
2

—
—
168,750

—
—
-

—
—
4,854

—
—
8,384,906

$

(12 )
—
68,884

Redeemable Convertible
Preferred Stock
Shares
Amount
6,401,491
$
49,629
—
—
632,753
—
7,034,244
—

5,333
—
54,962
—

32,631
—
—
7,066,875

$

(33 )
(436 )
—
54,493

$

Common Stock
Shares
Amount
889,544
$
1
—
—

$

$

Treasury Stock
Shares
Amount
168,750
$
(7 )
—
—

—
—
1
—

—
—
168,750
—

—

—

—

—
—
889,544

—
—
1

—
—
168,750

5

—
—

—

—

—

—

—

—

—

—

—
—
(3,453 )
—
—

—
—
(7 )

—
—
4,033
819
29

$

$

—
—
(7 )
—

$

$

—
—
2,046
64

—
(3,746 )
(53,860 )
—

—

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(27 )

$

$

$

—
(5,733 )
(61,293 )

Total
Stockholders’
Deficit
(48,184 )
110
—
(3,746 )
(51,820 )
64

—
—
(1,324 )
(55,184 )

—
(3,337 )
(59,834 )
819
29

3,453

—
(5,733 )
(66,142 )

Accumulated
Deficit
$
(50,114 )
—

—
—
2,110

5
(3,453 )

—
(3,337 )
(60,409 )
—
—

Additional
Paid-In
Capital
1,936
110

—
—
—
(7 )

Total
Stockholders’
Deficit
$
(54,849 )
172
1,628

—

(3,453 )

—
—
(7 )
—
—

—
—
889,544
—

$

—

$

Accumulated
Deficit
(57,072 )
—
—

—

$

—
(1,324 )
(53,080 )

Winc, Inc.
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(In thousands)
Nine Months Ended
September 30,
2021

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash (used in) provided by operating activities:
Depreciation and amortization expense
Amortization of debt issuance costs
Stock-based compensation
Change in fair value of warrant liabilities

$

Forgiveness of employee loans
Interest income from employee promissory notes
Gain on debt forgiveness - Paycheck Protection Program note payable
Change in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued liabilities
Contract liabilities
Deferred rent
Other liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities
Cash paid for asset acquisition
Purchase of property and equipment
Loans for employee advances
Net cash used in investing activities
Cash flows from financing activities
Proceeds from Paycheck Protection Program note payable
Borrowings (payments) on line of credit, net
Repayments of long-term debt
Proceeds from issuance of preferred stock and warrants, net of issuance costs
Proceeds from exercise of employee stock options
Net cash provided by (used in) financing activities
Net (decrease) increase in cash
Cash at beginning of period

2020

(9,068 )

$

(5,069 )

520
118
991

396
197
174

644
3,492
(38 )
(1,364 )

229
—
—
—

114
(8,362 )
(1,662 )
(1,845 )
57
377
2,304
(84 )
10
)
(13,796

(347 )
(1,304 )
431
—
680
1,732
4,609
(61 )
235

(8,758 )
(483 )
(6 )
(9,247 )

—
(283 )
(8 )
(291 )

$

1,364
(6,000 )
(1,250 )
4,865
—
(1,021 )
590
6,418
7,008

1,902

Cash at end of period

$

—
5,500
(1,250 )
13,298
99
17,647
(5,396 )
7,008
1,612

Supplemental disclosure of cash flow information
Interest paid
Taxes paid

$
$

208
51

$
$

525
23

Noncash investing and financing activities
Deferred offering costs in accounts payable and accrued liabilities
Employee promissory notes issued for stock option exercises
Forgiveness of employee promissory notes issued for stock option exercises
Vesting of early exercised stock options
Forgiveness of Paycheck Protection Program note payable
Issued shares of redeemable convertible preferred stock in connection with acquisitions

$
$
$
$
$
$

1,308
3,453
(3,453 )
199
(1,364 )
1,000

$
$
$
$
$
$

—
—
—
—
—
—

The accompanying notes are an integral part of these condensed consolidated financial statements.
7

Winc, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
Note 1. Description of Business
Winc, Inc. (the “Company” or “Winc”) is a Delaware corporation, which was originally incorporated on August 11, 2011. The Company is a producer of innovative alcoholic
beverage products available for purchase through wholesale and direct-to-consumer (“DTC") channels. The Company’s products are available in the wholesale channel at
premium retailers and restaurants throughout the country, including Wholefoods, Trader Joe’s and Target. In the DTC channel, the Company offers participation in its
membership rewards program (“Insider Access”) that enables consumers to gain access to member-only pricing, emails, newsletters, special offers, and other updates to
maximize their experience. Insider Access customers are charged a monthly fee in exchange for credits which the customer may redeem for the Company’s products at any
time through the winc.com platform.
The Company develops its products in conjunction with winemakers, vineyards, distillers and manufacturers, both domestically and internationally, which are then transported
to a centralized processing and distribution facility on California’s Central Coast.
Note 2. Basis of Presentation
Basis of Presentation
The accompanying unaudited condensed consolidated financial statements of Winc and its wholly-owned subsidiaries have been prepared in conformity with accounting
principles generally accepted in the United States (“GAAP”) and are the responsibility of the Company’s management. These unaudited interim condensed consolidated
financial statements do not include all of the information and notes required by GAAP for annual financial statements. Accordingly, these unaudited interim condensed
consolidated financial statements should be read in conjunction with the Company’s audited consolidated financial statements and notes for the year ended December 31,
2020 as contained within our filed Form S-1, declared effective on November 10, 2021. The Company’s accounting policies are consistent with those presented in the
audited consolidated financial statements. All significant intercompany balances and transactions have been eliminated in consolidation.
The accompanying condensed consolidated balance sheet at December 31, 2020 has been derived from the audited consolidated balance sheet at December 31, 2020
contained in the above-referenced Form S-1. The results of operations for the three and nine months ended September 30, 2021 are not necessarily indicative of the results to
be expected for the full year or any future interim periods.
Initial Public Offering and Reverse Stock Split
On November 11, 2021, the Company completed its initial public offering ("IPO") through an underwritten sale of 1,692,308 shares of its common stock at a price of
$13.00 per share. The aggregate net proceeds from the offering after deducting underwriting discounts and commissions and other offering expenses, were approximately
$17.9 million.
Concurrent with the IPO, all then-outstanding shares of the Company's redeemable convertible preferred stock outstanding (see Note 14) were automatically converted into
an aggregate of 8,384,906 issued common shares and were reclassified into permanent equity. Following the IPO, there were no shares of redeemable convertible preferred
stock outstanding.
In advance of the IPO, on October 12, 2021, the Company’s Board of Directors and stockholders approved an 8-to-1 reverse stock split of the Company’s outstanding
capital stock. Common stock par value was not affected by the reverse split. All share and per share information included in the accompanying financial statements has
been adjusted to reflect this reverse stock split.
The condensed financial statements as of September 30, 2021, including share and per share amounts, do not give effect to the IPO, the conversion of the redeemable
convertible preferred stock into common stock and related reclassification into permanent equity, as the IPO and such conversions and reclassifications into permanent equity
were completed subsequent to September 30, 2021.
Reclassifications
Certain reclassifications have been made to the prior periods’ consolidated financial statements in order to conform to the current period presentation. These reclassifications
did not impact any prior amounts of net loss or cash flows.
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Liquidity Matters
As of September 30, 2021, the Company had $1.6 million of cash, an accumulated deficit of $66.1 million and negative cash flows from operating activities of $13.8
million. The Company had a net loss of $9.1 million during the nine months ended September 30, 2021. Through September 30, 2021, the Company has been dependent on
debt and equity financing to fund its operations. During the nine months ended September 30, 2021, the Company issued and sold 714,272 shares of Series F redeemable
convertible preferred stock for net proceeds of $9.1 million (excludes the issuance of 71,428 shares of Series F Preferred Stock in connection with the acquisition of certain
assets of Natural Merchants, Inc. – see Note 3 – and includes proceeds allocated to warrants issued in connection with the Series F offering – see Note 10) and 332,220
shares of Series E redeemable convertible preferred stock for net proceeds of $4.2 million. Additionally, the Company raised $17.9 million from its IPO in November 2021.
The Company’s management believes it will continue to obtain third party financing to support future operations until the Company itself achieves profitability on a standalone basis. However, there can be no assurance that projected revenue growth and improvement in operating results will occur or that the Company will successfully
implement its plans. In the event cash flow from operations and borrowings are not sufficient, additional sources of financing, such as equity offerings, will be required in
order to maintain the Company’s current operations. Management believes that the Company’s existing cash as of September 30, 2021, plus other sources of financing and the
net proceeds from future debt and/or equity offerings, including proceeds from the IPO in November 2021, is sufficient to support operations for at least the next 12 months
following issuance of these condensed consolidated financial statements.
Deferred Offering Costs
Costs directly related to the Company’s IPO are deferred for expense recognition and instead capitalized and recorded within other assets (non-current) on the
accompanying condensed consolidated balance sheets. These costs consist of legal fees, accounting fees, and other applicable professional services. These deferred offering
costs were reclassified to additional paid in capital upon the closing of the IPO on November 11, 2021. There were no deferred offering costs capitalized as of December 31,
2020. As of September 30, 2021, $2.0 million of deferred offering costs had been capitalized.
COVID-19 Pandemic
On March 11, 2020, the World Health Organization characterized the outbreak of COVID-19 as a global pandemic and recommended containment and mitigation measures.
In response, extraordinary actions were taken by international, federal, state, and local public health and governmental authorities to contain and combat the outbreak and
spread of the COVID-19 pandemic in regions throughout the world. These actions included travel bans, quarantines, “stay-at-home” orders, and similar mandates for many
individuals to substantially restrict daily activities and for many businesses to curtail or cease normal operations. Some of these measures have since been rescinded, but the
Company continues to take precautionary measures in order to minimize the risk of the virus to its employees and the communities in which it operates. While the impacts
of the COVID-19 pandemic have generally stabilized during 2021, there remains uncertainty around the broader implications of the COVID-19 pandemic on the Company’s
results of operations and overall financial performance. The COVID-19 pandemic has, to date, not had a material adverse impact on the Company's results of operations or
ability to raise funds to sustain operations. The economic effects of the pandemic and resulting long-term societal changes are currently not predictable, and the future
financial impacts could vary from those foreseen.
Emerging growth company status
The Company is an emerging growth company, as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”). Under the JOBS Act, emerging growth
companies can delay adopting new or revised accounting standards issued subsequent to the enactment of the JOBS Act until such time as those standards apply to private
companies. The Company has elected to use this extended transition period for complying with new or revised accounting standards that have different effective dates for
public and private companies until the earlier of the date that it: (i) is no longer an emerging growth company or (ii) affirmatively and irrevocably opts out of the extended
transition period provided in the JOBS Act. As a result, these condensed consolidated financial statements may not be comparable to companies that comply with the new or
revised accounting pronouncements as of public company effective dates. The Company expects to use the extended transition period for any other new or revised
accounting standards during the period in which it remains an emerging growth company.
Use of Estimates
The preparation of condensed consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the amounts
reported and disclosed in the condensed consolidated financial statements and accompanying notes. Significant estimates include, but are not limited to, fair value of
financial instruments, fair value of acquired assets, revenue recognition, and stock-based compensation. Actual results may differ materially from these estimates.
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Accounts Receivable and Allowance for Doubtful Accounts
The following table summarizes the allowance for doubtful accounts (in thousands):
September 30,
2021

Beginning balance
Provision
Write-offs, net

$

Ending balance

$

238
2,614
(2,185 )
667

December 31,
2020

$

$

272
2,667
(2,701 )
238

New Accounting Pronouncements
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) which supersedes FASB ASC Topic 840, Leases (Topic 840) and provides principles for the
recognition, measurement, presentation, and disclosure of leases for both lessees and lessors. The new standard requires the lessees to classify leases as either finance or
operating leases based on the principle of whether or not the lease is effectively a financed purchase by the lessee, and such classification will determine whether lease
expense is recognized based on an effective interest method or on a straight-line basis over the term of the lease, respectively. A lessee is also required to record a right-ofuse asset and a lease liability for all leases with a term of greater than twelve months regardless of classification. Leases with a term of twelve months or less will be
accounted for similar to existing guidance for operating leases. In November 2019, the FASB issued ASU No. 2019-10, Financial Instruments—Credit Losses (Topic 326),
Derivatives and Hedging (Topic 815), and Leases (Topic 842): Effective Dates, which revised the effective date for ASU No. 2016-02, Leases (Topic 842) for fiscal years
beginning after December 15, 2020. In June 2020, the FASB issued ASU No. 2020-05, Revenue From Contracts With Customers (Topic 606) and Leases (Topic 842):
Effective Dates for Certain Entities, further delaying the effective date for ASU No. 2016-02, Leases (Topic 842) to fiscal years beginning after December 15, 2021 and
interim periods within fiscal years beginning after December 15, 2022. The Company adopted ASU No. 2019-10 and ASU No. 2020-05 upon issuance by the FASB. The
Company currently is assessing the impact of adopting ASU No. 2016-02 on its consolidated financial statements.
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments—Credit Losses (Topic 326), as amended, which sets forth a “current expected credit loss” (CECL)
model that requires the Company to measure all expected credit losses for financial instruments held at the reporting date based on historical experience, current conditions,
and reasonable supportable forecasts. This replaces the existing incurred loss model and is applicable to the measurement of credit losses on financial assets measured at
amortized cost and applies to certain off-balance sheet credit exposures. The standard is effective for fiscal years beginning after December 15, 2022. Early adoption is
permitted. The Company is currently evaluating the impact of adopting this standard on its consolidated financial statements.
In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes, which is intended to simplify various aspects
related to accounting for income taxes. The new standard removes certain exceptions to the general principles in Topic 740 and clarifies and amends existing guidance to
improve consistent application. The standard is effective for fiscal years beginning after December 15, 2021. Early adoption is permitted. The Company is currently
evaluating the impact of adopting this standard on its consolidated financial statements.
Note 3. Acquisitions
In May 2021, the Company purchased certain assets of a boutique wine importer, primarily consisting of relationships with certain suppliers, for a total purchase price of up to
$13.0 million (comprised of up to $12.0 million in cash and $1.0 million in Winc Series F preferred stock). The initial purchase price was $8.0 million cash and $1.0 million
of Series F preferred stock (71,428 shares at $14.00 per share). The additional $4.0 million of cash payments are contingent upon achieving certain performance targets during
2021 and 2022 (up to $2.0 million of additional consideration in each year).
The acquisition was accounted for as an asset acquisition and resulted in the recognition of $10.0 million of intangible assets and $2.0 million of net working capital. The
Company capitalized transaction costs of $0.4 million related to the acquisition. Additionally, the Company recognized $2.0 million of contingent consideration as a liability
as it was concluded to be probable of being paid to the seller. The acquired intangible assets, primarily consisting of relationships with certain suppliers, have a useful life of
20 years.
The Company recognized amortization expense related to the acquired intangible assets of $0.1 million and zero during the three months ended September 30, 2021 and 2020,
respectively, and $0.2 million and zero during the nine months ended September 30, 2021, and 2020, respectively.
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Note 4. Inventories
Inventory consists of the following as of September 30, 2021 and December 31, 2020 (in thousands):
September 30,
2021

Raw materials
Finished goods
Packaging

$

4,177
18,098
96
22,371

$

Total inventory

December 31,
2020

$

$

4,753
6,980
147
11,880

Note 5. Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets consists of the following as of September 30, 2021 and December 31, 2020 (in thousands):
September 30,
2021

Prepaid wine crushing services
Prepaid freight
Prepaid software licenses
Prepaid marketing
Prepaid insurance and benefits
Deposits
Prepaid other
Total prepaid expenses and other current assets

December 31,
2020

$

1,735
1,518
309
141
62
85
613

$

1,252
488
151
151
372
19
613

$

4,463

$

3,046

Note 6. Property and Equipment
Property and equipment, net consists of the following as of September 30, 2021 and December 31, 2020 (in thousands):
September 30,
2021

Capitalized software
Furniture and fixtures
Leasehold improvements
Machinery and equipment
Computers and server equipment
Website development
Purchased software and licenses

$

Less: accumulated depreciation and amortization
Total property and equipment, net

$

2,182
755
326
321
227
168
132
4,111
(3,285 )
826

December 31,
2020

$

$

1,966
643
304
262
153
168
132
3,628
(2,974 )
654

Depreciation and amortization expense, inclusive of the amortization expense related to acquired intangibles (see Note 3), totaled $0.2 million and $0.1 million during the
three months ended September 30, 2021 and 2020, respectively, and $0.5 million and $0.4 million during the nine months ended September 30, 2021 and 2020, respectively.
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Note 7. Accrued Liabilities
Accrued liabilities consists of the following as of September 30, 2021 and December 31, 2020 (in thousands):
September 30,
2021

Inventory received not billed
Accrued professional fees
Accrued acquisition consideration
Accrued payroll liabilities
Accrued alcohol and tobacco tax
Accrued marketing
Accrued shipping
Accrued accounts payable
Other
Total accrued liabilities

$

$

December 31,
2020

1,879
1,426
1,000
931
301
121
62
37
379
6,136

$

1,944
57
—
659
318
634
472
—
675
4,759

$

Note 8. Debt
In October 2015, the Company entered into a Loan and Security Agreement with Western Alliance Bank for a revolving line of credit of up to $12.0 million (the “WAB Line
of Credit”). The WAB Line of Credit was subsequently amended to reduce the capacity to $7.0 million and extend the maturity to May 2020, at which point it was terminated.
In December 2020, the Company entered into a Credit Agreement with Pacific Mercantile Bank for a new $7.0 million line of credit (the “PMB Line of Credit”). The PMB
Line of Credit bears interest at a variable annual rate equal to 1.25% plus the Prime Rate (the Prime Rate was 3.25% as of both September 30, 2021 and December 31, 2020).
The balance on the Company’s line of credit as of September 30, 2021 and December 31, 2020 was $5.5 million and zero, respectively. The Company was in compliance with
the line of credit covenants as of September 30, 2021. The Company’s line of credit carrying value approximates its fair value.
In December 2017, the Company entered into a Loan and Security Agreement with Multiplier Capital for a term loan of $5.0 million. The loan has a maturity date of June 29,
2022 and bears interest at a variable annual rate equal to 6.25% above the Prime Rate, with a minimum interest rate of 11.5% and a maximum interest rate of 14.0%
(applicable rate was 11.5% as of both September 30, 2021 and December 31, 2020). The balance as of September 30, 2021 and December 31, 2020, net of unamortized debt
issuance costs, was $1.2 million and $2.3 million, respectively. The Company was in compliance with the term loan covenants as of September 30, 2021. The Company’s term
loan carrying value approximates its fair value.
Interest expense on the Company’s line of credit and term loan was $0.1 million and $0.2 million for the three months ended September 30, 2021 and 2020, respectively, and
$0.5 million and $0.7 million for the nine months ended September 30, 2021 and 2020, respectively.
The following table summarizes the Company’s stated debt maturities and scheduled principal repayments as of September 30, 2021 (in thousands):
September 30,
Year ending December 31,¹

2021 (three months)
2022
Total

2021

$
$

417
833
1,250

(1) Excludes $45 thousand of debt issuance costs, which are presented net against the related debt balance in the condensed consolidated balance sheets.

In connection with entering into and amending certain debt agreements, the Company granted warrants to purchase a fixed number of the Company’s preferred shares, all of
which remain outstanding as of September 30, 2021. See Note 10 for further information.
Paycheck Protection Program Loan
On April 20, 2020, the Company received a Paycheck Protection Program loan administered by the Small Business Administration under the Coronavirus Aid, Relief, and
Economic Security Act. The Company received a $1.4 million loan from Western Alliance Bank to help maintain payroll and operations through the period impacted by the
COVID-19 pandemic. The Company applied for and was granted loan forgiveness for the full principal balance in March 2021 prior to making any interest or principal
payments. Accordingly, the Company recognized $1.4 million upon forgiveness within the Other income (expense), net caption on the condensed consolidated statements of
operations and comprehensive income (loss).
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Note 9. Related Party Transactions
Employee Promissory Notes
Refer to Note 12 for information regarding promissory notes issued to employees in connection with stock option exercises.
Other Related Party Transactions
During the three and nine months ended September 30, 2021 and 2020, the Company paid a related party less than $0.1 million for brand consulting services.
Note 10. Warrant Liabilities
In connection with certain past debt and equity financings, the Company issued the following warrants, all of which were exercisable upon issuance:
Date Issued

July 3, 2013
April 15, 2016
December 7, 2017
December 29, 2017
April 6, 2021

Number of Shares

Preferred Stock Series

6,843
2,862
834
107,455
285,704

Series Seed
Series B
Series B-1
Series B-1
Series F

Price per Share

$
$
$
$
$

Expiration Date

2.20
10.48
10.48
10.48
14.00

July 3, 2023
April 15, 2026
December 7, 2024
December 29, 2027
April 6, 2026

The warrants are recognized as liabilities in the condensed consolidated balance sheets and are subject to re-measurement at each balance sheet date after issuance. Any
change in fair value is recognized as a component of other income (expense) in the period of change. As of September 30, 2021, all warrants remain outstanding.
The valuation of the Company’s warrants contained unobservable inputs that reflected the Company’s own assumptions for which there was little market data. Accordingly,
the Company’s warrants were measured at fair value on a recurring basis using unobservable inputs and were classified as Level 3 inputs. The fair value of the warrant
liabilities was determined using the Black-Scholes option pricing model and the following assumptions:
Nine Months Ended September 30,
2021
2020

Risk free interest rates
Expected term (in years)
Dividend yield
Expected volatility
Fair value of common stock

0.98% - 1.52%
1.75 – 6.25
—
60%
$0.89 - $2.06

0.47% - 0.69%
2.75 – 7.25
—
60%
$0.86 - $1.89

As of September 30, 2021 and December 31, 2020, the Company estimated the fair value of warrants using Black-Scholes model to be $3.7 million and $1.1 million,
respectively.
The following table provides a roll-forward of the aggregate fair value of the Company’s warrant liabilities (in thousands):
Warrant
Liabilities

Fair value at December 31, 2020
Issuance of Series F warrants
Change in fair value of warrant liabilities
Fair value at September 30, 2021

$
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1,067
2,035
644
3,746

Note 11. Commitments and Contingencies
Operating Leases
As of September 30, 2021, the Company had five non-cancelable operating leases for various facilities, which expire at various times between July 2022 and September 2024.
Minimum future rental commitments under non-cancelable operating leases, primarily for equipment and office facilities, as of September 30, 2021 are as follow (in
thousands):
September 30,
2021

Years ending December 31,

2021 (three months)
2022
2023
2024
Total

$

509
2,007
918
181
3,615

$

The Company is also party to two non-cancelable sublease agreements. Both subleases are set to expire in January 2023. Minimum future sublease rental income under the
non-cancelable operating subleases as of September 30, 2021, are as follows (in thousands):
September 30,
2021

Years ending December 31,

2021 (three months)
2022
2023
Total

$

$

194
749
67
1,010

Legal
The Company is involved, from time to time, in disputes that are incidental to its business. Management has reviewed these matters to determine if reserves are required for
losses that are probable to materialize and reasonable to estimate in accordance with the authoritative guidance on accounting for contingent losses. Management evaluates
such reserves, if any, based upon several criteria including the merits of each claim, settlements discussions, and advice from outside legal counsel, as well as indemnification
of amounts expended by the Company’s insurers or others, if any.
In management’s opinion, none of these legal matters, individually or in the aggregate, are likely to have a material adverse effect on the Company’s combined financial
position or results of operations.
Note 12. Stock-Based Compensation
All employees are eligible to be granted options to purchase common stock under the Company’s 2012 and amended 2013 Equity Incentive Plans (the “Equity Plans”). Under
provisions of the 2012 and 2013 Equity Plans, the Company is authorized to issue up to 409,565 shares and 21,995,249 shares of its common stock, respectively, of which
2,754,384 have been granted under stock option awards as of September 30, 2021. The purpose of the Company’s stock-based compensation awards is to incentivize
employees and other individuals who render services to the Company by providing opportunities to purchase stock in the Company.
All options granted under the 2012 and 2013 Equity Incentive Plans will expire five and ten years, respectively, from their date of issuance. Stock options generally have a
four-year vesting period from their date of issuance.
The Company’s Board of Directors administer the Equity Plans, select the individuals to whom options will be granted, determine the number of options to be granted and the
term and exercise price of each option. Incentive stock options and non-statutory stock options granted pursuant to the terms of the Equity Plans cannot be granted with an
exercise price of less than 100% of the fair market value of the underlying Company stock on the date of the grant (110% if the award is issued to an individual that owns
10% or more of the Company’s outstanding stock). The term of the options granted under the Equity Plans cannot be greater than 10 years (five years for incentive stock
options granted to optionees who have greater than 10% ownership interest in the Company). Options granted generally vest 25% on the one-year anniversary of the date of
grant with the remaining balance vesting equally on a monthly basis over the subsequent three years.
The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model for incentive stock options granted to employees and on the
reporting date for non-employees. Because option-pricing models require the use of subjective assumptions, changes in these assumptions can materially affect the fair value
of the options. The assumptions presented in the table below represent the weighted average of the applicable assumption used to value stock options at their grant date. The
Company estimates expected volatility based on historical and implied volatility data of comparable companies. The expected term, which represents the period of time that
options granted are expected to be outstanding, is estimated using the “simplified method.”
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The risk-free rate assumed in valuing the options is based on the U.S. Treasury yield curve in effect at the time of grant for the expected term of the option. The following
table summarizes the key valuation assumptions for options granted during the nine months ended September 30, 2021 and 2020:
Nine Months Ended September 30,
2021
2020

Risk free interest rates
Expected term (in years)
Dividend yield
Expected volatility
Fair value

0.98% – 1.11%
5.53 – 6.12
—
36.91% - 37.10%
$5.13 - $5.26

0.34% – 0.44%
5.46 – 6.09
—
36.20% - 36.69%
$1.35 - $1.42

The following table summarizes stock option activity under the Company’s stock-based compensation plan during the nine months ended September 30, 2021:

WeightedAverage
Exercise
Price

Shares
Available for
Grant

Outstanding as of December 31, 2020
Exercised
Granted
Forfeited
Expired
Outstanding as of September 30, 2021
Vested and exercisable as of September 30, 2021

2,352,952

Aggregate
Intrinsic
Value (in
thousands)

$

1.68
1.66
5.28
4.97
3.79
3.78

7.51
6.83
7.64
—
—
7.93

$

—
35,730
5,765
1,540
61
—

$

2.21

5.73

$

3,640

(2,124,046 )
436,173
(68,499 )
(4,092 )
592,488
223,280

WeightedAverage
Remaining
Contractual
Life
(in Years)

During the nine months ended September 30, 2021, the weighted-average grant date fair value per share of stock options granted was $5.25. During the nine months ended
September 30, 2021, the aggregate intrinsic values of stock option awards exercised was $35.7 million, determined at the date of option exercise.
The aggregate intrinsic value was calculated as the difference between the exercise prices of the underlying stock option awards and the estimated fair value of the Company’s
common stock on the date of exercise. Total unvested and unexercised shares under options as of September 30, 2021 and December 31, 2020, totaled 369,208 and 1,321,784,
respectively.
The total fair value of shares vested and unexercised as of September 30, 2021 and December 31, 2020 was $0.5 million and $4.9 million, respectively.
Total stock-based compensation expense was $0.8 million and $0.1 million, for the three months ended September 30, 2021 and 2020, respectively, and $1.0 million and $0.2
million for the nine months ended September 30, 2021 and 2020, respectively, and is recognized as a personnel expense in the condensed consolidated statements of
operations. Total unrecognized compensation cost related to unvested stock options as of September 30, 2021 is $2.1 million and is expected to be recognized over a weighted
average period of 1.42 years.
Common Stock Subject to Repurchase
The Equity Plans allow for the early exercise of stock options for certain individuals, as determined by the Board of Directors. Common stock purchased pursuant to an early
exercise of stock options is not deemed to be outstanding for accounting purposes until those shares vest. The consideration received for an exercise of an option is considered
to be a deposit of the exercise price and the related dollar amount is recorded as a liability. Upon termination of service, the Company may, at their discretion, repurchase
unvested shares acquired through early exercise of stock options at a price equal to the additional stock-based compensation expense price per share paid upon the exercise of
such options. The Company includes unvested shares subject to repurchase in the number of shares of common stock outstanding on the statement of redeemable convertible
preferred stock and stockholders’ deficit.
During the nine months ended September 30, 2021, options to purchase 1,055,964 shares of common stock were exercised early. The Company had a liability of $1.9 million
and zero as of September 30, 2021 and December 31, 2020, respectively, related to early exercises of stock options, which is recorded as an early exercise stock option
liability in the condensed consolidated balance sheets. The liability is reclassified into stockholders’ deficit as the awards vest.
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Employee Promissory Notes
Between February and May 2021, the Company entered into full recourse promissory notes with its CEO, General Counsel, President, CFO, and COO related to stock option
exercises for a total of 915,721 shares, 200,606 shares, 715,500 shares, 127,296 shares, and 125,000 shares, respectively. The aggregate principal balance of the promissory
notes was $3.5 million. The notes issued in February and April accrue interest at 2.25% per annum and the May notes accrue interest at 4.07% per annum, compounding
annually. The promissory notes are prepayable at any time at the option of the employee and are payable at the earlier of: (i) the date of any sale, transfer or other disposition
of all or any portion of the shares, (ii) five years from the date of the promissory note, or (iii) the latest date repayment must be made to prevent a violation of Section 13(k) of
the Securities Exchange Act of 1934.
In September 2021, our Board of Directors approved the forgiveness of all outstanding principal and accrued interest for each of the promissory notes. The Company
recorded additional compensation expense of $3.5 million for the three and nine months ended September 30, 2021 as a result of this loan forgiveness.
Note 13. Employee Benefit Plan
The Company has a 401(k) defined contribution plan which permits participating U.S. employees to defer up to a maximum of 100% of their compensation, subject to
limitations established by the Internal Revenue Service. Employees aged 21 and older are eligible to contribute to the plan starting 30 days after their employment date. Once
eligible, participants are automatically enrolled to contribute 6% of eligible compensation or may elect to contribute a whole percentage of their eligible compensation subject
to annual Internal Revenue Code limits. The Company made no contributions during the nine months ended September 30, 2021 or the year ended December 31, 2020.
Note 14. Stockholders’ Equity and Redeemable Convertible Preferred Stock
Ninth Amended and Restated Certification of Incorporation
In accordance with the Ninth Amended and Restated Certificate of Incorporation dated October 12, 2021, the Company is authorized to issue two classes of stock, common
stock and preferred stock. As of October 12, 2021, the Company shall have authority to issue 115,490,000 shares of common stock with par value of $0.0001 per share and
80,083,782 shares of preferred stock with par value of $0.0001 per share.
At September 30, 2021, outstanding shares of common stock included 946,627 shares subject to repurchase related to stock options early exercised and unvested.
Redeemable Convertible Preferred Stock
Redeemable convertible preferred stock consisted of the following (in thousands, except share data) :
September 30, 2021
Shares
Issued and
Outstanding

Shares
Authorized

Series Seed Preferred Stock
Series A Preferred Stock
Series B Preferred Stock

13,296,372
8,276,928
13,381,711

1,655,186
1,034,604
1,669,848

Series B-1 Preferred Stock
Series C Preferred Stock
Series D Preferred Stock
Series E Preferred Stock

7,736,552
8,209,586
10,611,205
10,000,000

858,825
1,026,198
822,214
532,331

Series F Preferred Stock

8,571,428
80,083,782

785,700
8,384,906

Total

16

Net
Carrying
Value

$

$

Common
Stock
Issuable on
Conversion

3,628
9,458
17,472

1,655,186
1,034,604
1,669,848

8,942
9,500
5,877
5,735

858,825
1,026,198
822,214
532,331

8,272
68,884

785,700
8,384,906

Aggregate
Liquidation
Preference

$

3,628
10,006
17,499
13,501
15,000
9,306
7,445
11,000

$

87,385

December 31, 2020
Shares
Issued and
Outstanding

Shares
Authorized

Series Seed Preferred Stock
Series A Preferred Stock
Series B Preferred Stock
Series B-1 Preferred Stock
Series C Preferred Stock
Series D Preferred Stock
Series E Preferred Stock
Total

13,296,372
8,276,928
13,381,711
7,736,552
8,209,586
10,611,205
10,000,000
71,512,354

1,655,186
1,034,604
1,669,848
858,825
1,026,198
822,214
200,111
7,266,986
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Net
Carrying
Value

$

$

3,628
9,458
17,472
8,942
9,500
5,877
1,585
56,462

Common
Stock
Issuable on
Conversion

1,655,186
1,034,604
1,669,848
858,825
1,026,198
822,214
200,111
7,266,986

Aggregate
Liquidation
Preference

$

$

3,628
10,006
17,499
13,501
15,000
9,306
2,806
71,746

During the nine months ended September 30, 2021, the Company raised capital of $13.3 million (net of issuance costs) through: (i) the sale of 714,272 shares of Series F
redeemable convertible preferred stock (the “Series F Preferred Stock”) at $14.00 per share (inclusive of proceeds allocated to warrants issued in connection with the Series F
offering – see Note 10) and (ii) the sale of 332,220 shares of Series E Preferred Stock at $14.00 per share.
During the year ended December 31, 2020, the Company raised capital of $5.2 million (net of issuance costs) through the sale of 665,384 shares of Series D redeemable
convertible preferred stock (the “Series D Preferred Stock”) at $11.3088 per share.
During the year ended December 31, 2020, the Company raised capital of $1.6 million (net of issuance costs) through the sale of 200,111 shares of Series E redeemable
convertible preferred stock (the “Series E Preferred Stock”) at $14.00 per share.
Unless otherwise indicated, all attributes described below apply to Series Seed Preferred Stock, Series A Preferred Stock, Series B Preferred Stock, Series B-1 Preferred
Stock, Series C Preferred Stock, Series D Preferred Stock, Series E Preferred Stock, and Series F Preferred Stock.
Voting Rights
The holders of common stock are entitled to one vote for each share of common stock.
The holders of preferred stock are entitled to cast the number of votes equal to the number of whole shares of common stock into which the shares of preferred stock held by
such holder are convertible as of the record date for determining stockholders entitled to vote on such matter. Except as provided by law or by other provisions of the
Certificate of Incorporation, holders of preferred stock shall vote together with holders of common stock as a single class.
Dividends
The Company shall not declare, pay, or set aside any dividends on shares of any other class or series of capital stock of the Company (other than dividends on shares of
common stock payable in shares of common stock) unless the holders of preferred stock shall simultaneously receive a dividend on each outstanding share of preferred stock
in an amount at least equal to (i) in the case of a dividend on common stock or any class or series that is convertible into common stock, that dividend per share of preferred
stock as would equal the product of (a) the dividend payable on each share of such class or series determined, if applicable, as if all shares of such class or series had been
converted into common stock and (b) the number of shares of common stock issuable upon conversion of a share of preferred stock, in each case calculated on the record date
for determination of holders entitled to receive such dividend or (ii) in the case of a dividend on any class or series that is not convertible into common stock, at a rate per
share of preferred stock determined by (a) dividing the amount of the dividend payable on each share of such class or series of capital stock by the original issuance price of
such class or series of capital stock (subject to appropriate adjustment in the event of any stock dividend, stock split, combination or other similar recapitalization with respect
to such class or series) and (b) multiplying such fraction by an amount equal to the applicable original issue price; provided that, if the Company declares, pays or sets aside,
on the same date, a dividend on shares of more than one class or series of capital stock of the Company, the dividend payable to the holders of preferred stock pursuant to
Section 1 of the Company’s Seventh Amended and Restated Certificate of Incorporation shall be calculated based upon the dividend on the class or series of capital stock that
would result in the highest preferred stock dividend.
Through September 30, 2021, there were no dividends declared, paid, or set aside.
Conversion
The holders of preferred stock have conversion rights. Each share of preferred stock shall be convertible, at the option of the holder at any time and without the payment of
additional consideration by the holder into such number of fully paid and non-assessable shares of common stock as is determined by dividing the applicable original issue
price by the applicable conversion price at the time of conversion. The Series Seed conversion price is equal to $2.192. The Series A conversion price is equal to $9.6712. The
Series B conversion price is equal to $10.4792. The Series B-1 conversion price is equal to $10.48. The Series C conversion price is equal to $9.7448. The Series D conversion
price is equal to $11.3088. The Series E and Series F conversion prices are equal to $14.00. Such initial conversion price, and the rate at which shares of preferred stock may
be converted into shares of common stock, shall be subject to adjustments as provided in the Ninth Amended and Restated Certificate of Incorporation.
No fractional shares of common stock are issued upon conversion of the preferred stock. In lieu of any fractional shares, the Company shall pay cash equal to such fraction
multiplied by the fair market value of a share of common stock as determined in good faith by the Board of Directors of the Company.
At conversion, any shares of preferred stock shall be retired and cancelled and may not be reissued as shares of such series.
Liquidation Rights
In the event of any voluntary or involuntary liquidation, dissolution or winding up of the Company, the holders of shares of Series F Preferred Stock, Series E Preferred Stock,
Series D Preferred Stock, Series C Preferred Stock, and Series B-1 Preferred Stock then outstanding shall be entitled to be paid out of the assets of the Company available for
distribution to its stockholders before any payment shall be made to the holders of Series B Preferred Stock, Series A Preferred Stock, Series Seed Preferred Stock or
Common Stock.
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The holders of shares of preferred stock then outstanding shall be entitled to be paid out of the assets of the Company available for distribution to its stockholders before any
payment shall be made to the holders of common stock by reason of their ownership thereof, an amount per share equal to the greater of (i) one and one-half times the original
issue price (for Series C and Series B-1 Preferred Stock) and one times the original issue price (for Series F, Series E, Series D, Series B, Series A, and Series Seed Preferred
Stock), plus any dividends declared but unpaid thereon, or (ii) such amount per share as would have been payable had all shares of preferred stock been converted into
common stock.
After the payment of all preferential amounts required to be paid to the holders of shares of preferred stock, the remaining assets of the Company available for distribution to
its stockholders shall be distributed among the holders of shares of common stock, pro rata based on the number of shares held by each such holder.
Deemed liquidation events include : (a) a merger or consolidation or (b) the sale, lease, transfer, exclusive license, or other disposition of substantially all of the Company’s
assets.
Through September 30, 2021, no liquidation events had occurred.
Note 15. Segment Information
The Company evaluates its business and allocates resources based on its two reportable business segments: DTC and Wholesale. The Company has a non-reportable segment
that is comprised of a small business line focused on testing new products to determine if they have long-term viability to grow in the DTC and Wholesale distribution
channels. The Company does not report asset information by segment because that information is not used to evaluate Company performance or allocate resources between
segments.
The Company evaluates performance based on Gross Profit (calculated in accordance with GAAP).
The following tables summarize information for the reportable segments (in thousands):
For the three months ended September 30, 2021:
For the Three Months Ended
September 30, 2021
Other nonCorporate nonWholesale
reportable
segment

DTC

Net revenues
Cost of revenues
Gross profit
Operating expenses
Interest expense
Change in fair value of warrant liabilities
Other income (expense), net
Income (loss) before income taxes

$

12,674
7,122
5,552
(5,198 )
—
—
—
354

$

$

5,507
3,411
2,096
(1,279 )
—
—
—
817

$

$

276
$
120
156
(427 )
—
—
—
(271 ) $

$

— $
—
—
(7,111 )
(127 )
248
358
(6,632 ) $

Total

18,457
10,653
7,804
(14,015 )
(127 )
248
358
(5,732 )

For the three months ended September 30, 2020:
For the Three Months Ended
September 30, 2020
Other nonCorporate
Wholesale
reportable
non-segment

DTC

Net revenues
Cost of revenues
Gross profit
Operating expenses
Interest expense
Change in fair value of warrant liabilities
Other income (expense), net
Income (loss) before income taxes

$

14,534
8,214
6,320
(5,070 )
—
—
—
1,250

$
19

$

$

2,662
1,813
849
(737 )
—
—
—
112

$

$

652
$
275
377
(542 )
—
—
—
(165 ) $

— $
—
—
(2,340 )
(145 )
—
(27 )
(2,512 ) $

Total

17,848
10,302
7,546
(8,689 )
(145 )
—
(27 )
(1,315 )

For the nine months ended September 30, 2021:
For the Nine Months Ended
September 30, 2021
Other nonCorporate nonWholesale
reportable
segment

DTC

Net revenues
Cost of revenues
Gross profit
Operating expenses
Interest expense
Change in fair value of warrant liabilities
Other income (expense), net

$

Income (loss) before income taxes

$

39,525
22,479
17,046
(15,487 )
—
—
—
1,559

$

$

13,131
7,733
5,398
(3,484 )
—
—
—
1,914

$

$

Total

917
$
393
524
(1,314 )
—
—

— $
—
—
(12,872 )
(548 )
(644 )

53,573
30,605
22,968
(33,157 )
(548 )
(644 )

—
(790 ) $

2,330
(11,734 ) $

2,330
(9,051 )

For the nine months ended September 30, 2020:
For the Nine Months Ended
September 30, 2020
Other nonCorporate nonWholesale
reportable
segment

DTC

Net revenues
Cost of revenues
Gross profit
Operating expenses
Interest expense
Change in fair value of warrant liabilities
Other income (expense), net
Income (loss) before income taxes

$

$

39,357
23,616
15,741
(12,813 )
—
—
—
2,928

$

$

6,685
4,498
2,187
(2,308 )
—
—
—
(121 )

$

972
$
411
561
(641 )
—
—
—
(80 ) $

$

— $
—
—
(6,857 )
(676 )
(229 )
(19 )
(7,781 ) $

Total

47,014
28,525
18,489
(22,619 )
(676 )
(229 )
(19 )
(5,054 )

Note 16. Basic and Diluted Net Loss Per Share
Basic net loss per share is based upon the weighted average number of common shares outstanding. Dilution is computed by applying the treasury stock and if-converted
methods, as applicable. For both periods presented, the weighted average number of shares used to compute basic and diluted loss per share is the same since the effect of
potentially dilutive securities is antidilutive. The convertible preferred stock are considered participating securities; however, they were excluded from the computation of
basic loss per share in the periods of net loss as there is no contractual obligation or terms for the holders to share in the losses of the Company. See Note 14 for additional
information regarding the rights of preferred stockholders.
The following securities were excluded due to their anti-dilutive effect on net loss per common share recorded for the three and nine months ended September 30, 2021 and
2020:
Three and Nine Months Ended September 30,
2021
2020

Stock option outstanding
Unvested stock options early exercised
Redeemable convertible preferred stock
Warrants to purchase redeemable convertible preferred stock
Total

$

$

592,488
946,627
8,384,906
403,698
10,327,719

$

$

2,438,069
—
7,066,875
117,994
9,622,938

Note 17. Income Taxes
The components of income tax expense are as follows for three and nine months ended September 30, 2021 and 2020 (in thousands):
Three Months Ended September 30,
2021
2020

Current:
Federal
State
Total current

$

Total provision for income taxes

$
20

— $
1
1
1 $

Nine Months Ended September 30,
2021
2020

— $
9
9
9 $

— $
17
17
17 $

—
15
15
15

The effective tax rate for the nine months ended September 30, 2021 and 2020, differs from the U.S. federal statutory primarily due to a full valuation allowance related to the
Company’s deferred tax assets.
The Company is subject to taxation in the United States and various state jurisdictions. The Company is generally subject to examination by tax authorities in the U.S. federal
and state jurisdictions for 2017 and 2016, respectively, and forward. However, to the extent allowed by law, the taxing authorities may have the right to examine periods
where net operating losses were generated and carried forward, and make adjustments to the amount of the net operating losses. The Company is not currently under
examination by any jurisdictions.
As of September 30, 2021, the Company has not recognized any liability for unrecognized tax benefits. The Company expects any resolution of unrecognized tax benefits, if
created, would occur while the full valuation allowance of deferred tax assets is maintained; therefore, the Company does not expect to have any unrecognized tax benefits
that, if recognized, would affect the effective tax rate. The Company does not expect a significant change in the amount of unrecognized tax benefits in the next twelve
months. The Company’s continuing practice is to recognize interest and/or penalties related to income tax matters in income tax expense. As of September 30, 2021, the
Company had no accrual for the payment of interest or penalties.
Note 18. Subsequent Events
Director IPO Grants
In October 2021, the board of directors approved the grant of equity awards to each of the Company's non-employee directors. These restricted stock unit awards became
effective in connection with the closing of the IPO. The total value of the awards is $0.8 million.
Consulting Agreement
In November 2021, the Company entered into a six-month consulting agreement for investor relations through which the Company will compensate the consultant with cash
consideration of $0.6 million and 50,000 shares of common stock.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
You should read the following discussion and analysis of our financial condition and results of operations in conjunction with our condensed consolidated financial statements
and the accompanying notes thereto included elsewhere in this Quarterly Report on Form 10-Q. Some of the information contained in this discussion and analysis or set forth
elsewhere in this Quarterly Report, including information with respect to our plans and strategy for our business, includes forward-looking statements that involve risks and
uncertainties. You should read the sections titled “Risk Factors” and “Special Note Regarding Forward-Looking Statements” for a discussion of important factors that could
cause actual results to differ materially from the results described in or implied by the forward- looking statements contained in the following discussion and analysis.
All references to years, unless otherwise noted, refer to our fiscal years, which end on December 31. Unless the context otherwise requires, all references in this subsection to
“we,” “us,” “our,” “Winc” or the “Company” refer to Winc, Inc. and its consolidated subsidiaries.
Overview
Winc: We Bring Everyone to the Table
We are one of the fastest growing at scale wineries in the United States. Our growth is fueled by the joint capabilities of our data-driven brand development strategy paired with
a true omni-channel distribution network. We believe our balanced platform is well-suited to gain share and drive meaningful long-term growth in the approximately $400
billion Alcoholic Beverages market.
As product innovators focused on building durable brands that consumers love, we have developed a proprietary process, called Ideate, Launch and Amplify, that has allowed
us to consistently produce quality wine brands in a capital-efficient fashion. We believe this process is unique within the Alcoholic Beverages industry incorporating the “Best
of the New” and “Best of the Old” aspects of Alcoholic Beverages brand creation in a truly omni-channel fashion. The “Best of the New” is highlighted by our data-rich DTC
relationships via the Winc digital platform. This data is a critical competitive advantage that we use to help shape the ideation and development of our brands. Our digitally
native roots also provide us with a strong core competency in digital marketing and data analytics that allows us to interact in a more targeted and direct fashion with endconsumers and Amplify brands in ways the legacy Alcoholic Beverages companies have yet to consistently utilize. As our brand portfolio expands over time, we believe our
DTC channel will become more desirable to existing and potential members who will have an increasing number of highly rated and more recognizable products to choose from
each month. Our “Best of the Old” strategy is encompassed by our appreciation of the value creation potential and durable power of proprietary brand development, as well as
the scale benefits that can be achieved by leveraging the legacy wholesale distribution channel, where the vast majority of wine is still purchased.
We generate net revenues by building durable brands that consumers love. We offer high-quality products in all 50 states either through our DTC channel or the national
distribution network in our wholesale channel. Our omni-channel approach allows us to create compelling order economics, differentiated product offerings, consumer-led
brands, and a loyal consumer following. We seek to meet consumers however they want to shop, balancing deep consumer connection with broad convenience and
accessibility. We believe this distinctive business model has allowed us to efficiently scale our business while remaining agnostic as to the channel where consumers purchase
our products. Our integrated omni-channel presence provides meaningful benefits to our consumer which we believe is not easily replicated by our competitors.
As we continue to execute on our omni-channel strategy, we have demonstrated success by significantly growing net revenues, continuing to improve our online operational
metrics, expanding our wholesale distribution, and increasing the efficiency of our brand development process. The following financial and operational results were achieved
during the three and nine months ended September 30, 2021 and 2020:
• we grew net revenues by 3.4%, from $17.8 million to $18.5 million for the three months ended September 30, 2020 and 2021, respectively and by 14.0% from $47.0
million to $53.6 million for the nine months ended September 30, 2020 and 2021, respectively;
• we expanded our retail accounts by 53.2%, from 7,491 to 11,476 for the nine months ended September 30, 2020 and 2021, respectively;
•we generated a net loss of $1.3 million and $5.7 million for the three months ended September 30, 2020 and 2021, respectively, and a net loss of $5.1 million and
$9.1 for the nine months ended September 30, 2020 and 2021, respectively; and
• we decreased our Adjusted EBITDA from a loss of $1.0 million to $1.4 million for the three months ended September 30, 2020 and 2021, respectively and from a
loss of $3.6 million to $4.3 million for the nine months ended September 30, 2020 and 2021, respectively.
See the section titled "Non-GAAP Financial Measures" for information regarding Adjusted EBITDA, including a reconciliation to the most directly comparable financial
measure prepared in accordance with GAAP.
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Impact of COVID-19
In March 2020, the World Health Organization declared the spread of COVID-19 a pandemic. Shortly thereafter, we closed our headquarters, supported our employees and
contractors to work remotely, and implemented travel restrictions. We qualified as an essential business, as defined by state regulations, and therefore continued to operate our
fulfillment centers with reduced occupancy to maintain social distancing requirements. The reduced manpower in warehouses, together with increased DTC orders, led to minor
delivery delays in some instances, but we have not experienced any significant disruptions in our supply chain or any carrier interruptions or delays. We have returned to full
capacity in our fulfillment centers.
The COVID-19 pandemic has also significantly accelerated consumer adoption of a wide variety of at-home delivery services, including in the Alcoholic Beverages sector.
Beginning in March 2020, we experienced a significant increase in DTC demand due to changes to consumer behaviors resulting from the various stay-at-home and restaurant
restriction orders and other restrictions placed on consumers throughout much of the United States in response to the COVID-19 pandemic. Industry research and steady
consumer demand lead management to believe that this is a permanent shift in consumer behavior. For example, a 2021 Sovos report assessing DTC wine shipment data
concluded that the boosts in DTC wine purchasing relating to the impacts of COVID-19 will continue once the pandemic ends and may drive continued growth. The growth in
new consumer acquisition has resulted in corresponding increases in “new consumer discount,” resulting in lower DTC gross margins.
Our wholesale net revenues declined in April and May of 2020 as a result of the pandemic and government measures to slow the spread of the COVID-19 pandemic. These
restrictions included limited operating hours, reduced capacity at dining and other venues and decreased consumer interest in frequenting public gathering spaces. While it’s
difficult to quantify the full impact the COVID-19 pandemic had on the wholesale channel as a whole, management believes these developments resulted in an approximately
$1.2 million decrease in on-premise wholesale net revenues during the year ended 2020 as compared to 2019 by comparing wholesale net revenues received from restaurants
and bars during the year ended December 31, 2020 to the year ended December 31, 2019. While our total wholesale net revenues increased in 2020 by 20.8% compared to
2019, we believe the rate of growth for our wholesale net revenues from 2019 to 2020 was slightly impaired due to the restrictions noted above, specifically with respect to onpremise sales at venues like restaurants and bars. We do not believe that the COVID-19 pandemic materially impacted our growth in wholesale net revenues for the three and
nine months ended September 30, 2021 as compared to September 30, 2020.
Although the global economy has begun to recover and the widespread availability of vaccines has encouraged greater economic activity, we are continuing to monitor the
situation and we cannot predict for how long, or the ultimate extent to which, the pandemic may impact our operations. The COVID-19 pandemic has been a highly disruptive
economic and societal event that has had a significant impact on consumer shopping behavior.
Moreover, the duration and severity of the COVID-19 pandemic, including the length of stay-at-home and restaurant restriction orders, developments involving variants of
COVID-19 and the state of economic and operating conditions, will continue to impact the markets in which we operate and make future demand difficult to forecast.
Key Factors Affecting Our Performance and Growth
At approximately $400 billion in sales within the United States in 2018, the Alcoholic Beverages market represents one of the largest total addressable market opportunities in
the CPG landscape. Within the Alcoholic Beverages market, the wine industry is a sizable market, topping over $70 billion in the United States in 2018. We believe we are one
of the few wine companies that is connecting with the next generation of consumers who prefer to shop online, and we expect that connection will lead to a significant and
expanding market opportunity. With a strong portfolio of brands and driven sales and performance marketing teams, we believe we have the potential to seize a larger portion of
the U.S. Alcoholic Beverages market.
Our primary goal is to grow by building a portfolio of durable brands that consumers love. As we strengthen our portfolio of brands and increase our brand awareness, we
believe that it will become easier to acquire DTC consumers and grow our wholesale business. Our DTC channel net revenues changed by (12.8%) and 0.4% for the three and
nine months ended September 30, 2021 compared to the three and nine months ended September 30, 2020. DTC represented 68.7% and 73.8% of our total net revenues for the
three and nine months ended September 30, 2021, respectively. Our Wholesale channel net revenues grew 106.9% and 96.4% for the three and nine months ended September
30, 2021 compared to the three and nine months ended September 30, 2020. Wholesale represented 29.8% and 24.5% of our total net revenues for the three and nine months
ended September 30, 2021, respectively.
Our DTC channel growth has slowed in 2021 as COVID-19 restrictions have been eased or lifted, though we believe the overall growth of our DTC channel will continue
beyond the pandemic. Additionally, the significant growth within the Wholesale channel was fueled primarily by an increase in retail accounts, more of the Company's products
being sold at each retailer and an acceleration in the rate at which products sell at retail accounts. We believe wholesale net revenues will continue to grow but not at levels
consistent with the growth for the nine months ended September 30, 2021.
We believe the following factors and trends in our business have driven our recent growth and are expected to remain key drivers of our growth for the foreseeable future:
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Brand Awareness and Loyalty
Our ability to promote and maintain brand awareness and loyalty is critical to our success. Consumer appreciation of our brands is reflected in the increase of Winc.com
members in our DTC channel and the additional retail accounts in our wholesale channel. We believe we have a significant opportunity to continue to grow our brand
awareness and loyalty through word of mouth, brand marketing and performance marketing. We have made significant investments to strengthen our brand and generate
awareness of our products through our marketing strategy, which includes brand marketing campaigns across various platforms, including email, digital, display, site, directmail, commercials, and social media, as well as performance marketing efforts, including retargeting, paid search and product listing advertisements, paid social media
advertisements, search engine optimization, personalized email and mobile push notifications through our mobile application. We plan to continue to invest in our brand and
performance marketing to help drive our future growth.
Innovation
Ideation, development and innovation are core elements underpinning our growth strategy. The improvement of existing products and the introduction of new products have
been, and continue to be, integral to our growth. While we launched an aggregate of 7 innovation brands in the last two years, we have made significant investments in our
product development capabilities and plan to increase the number of launches in the future. We aim to launch 8 - 10 innovation brands a year on the digital platform. Our
continued focus on brand innovation will be central to attracting and retaining consumers in the future. Our ability to successfully Ideate, Launch and Amplify new products will
depend on a variety of factors, including our continued investment in innovation, integrated business planning processes and capabilities.
Execution of Omni-channel Strategy
The continued execution of our omni-channel strategy impacts our financial performance. We intend to continue leveraging our marketing strategy to grow our DTC channel by
driving increased consumer traffic to our digital platform. We believe our digital platform is a valuable tool for creating direct connections with our consumers, influencing
brand experience and understanding consumer preference and behavior. Our wholesale channel is focused on relationships with leading national distributors and retailers that
have broadened our consumer reach, raised our brand awareness and allowed us to achieve additional scale. We aim to strengthen these relationships to further increase their
benefit. Our ability to execute this strategy will depend on a number of factors, such as distributors’ and retailers’ satisfaction with the sales our products, our ability to develop
high-quality and culturally relevant brands and our introduction of innovative products.
Key Financial and Operating Metrics
In addition to the measures presented in our financial statements, we use the following key financial and operational metrics to evaluate our business, measure our performance,
develop financial forecasts and make strategic decisions:
Three Months Ended September 30,
Nine Months Ended September 30,
2021
2020
2021
2020
in thousands, except for average order value

Consolidated
Adjusted EBITDA¹
Adjusted EBITDA margin¹
DTC
DTC net revenues
DTC gross profit
Average order value
Wholesale
Wholesale net revenues
Wholesale gross profit
Retail accounts

$

(1,355 )
-7.3 %

$

(979 ) $
-5.5 %

$

12,674
5,552
74.52

$

14,534
6,320
64.75

$

5,507
2,096
11,476

$

2,662
849
7,491

(4,259 )
-7.9 %

$

(3,579 )
-7.6 %

$

39,525
17,046
70.77

$

39,357
15,741
61.07

$

13,131
5,398
11,476

$

6,685
2,187
7,491

___________________
(1) Adjusted EBITDA and Adjusted EBITDA margin are non-GAAP measures and are presented for supplemental informational purposes only and should not be considered as alternatives or substitutes to
financial information presented in accordance with GAAP. See the section titled "Non-GAAP Financial Measures" for additional information and a reconciliation of net loss to Adjusted EBITDA and net loss
margin to Adjusted EBITDA margin.

Average Order Value
We believe the continued growth of our average order value demonstrates both our increasing value proposition for our consumer base and their increasing affinity for our
premium brands. We define average order value as the sum of DTC net revenues, divided by the total orders placed in that period. Total orders are the summation of all
completed individual purchase transactions in a given period. Average order value may fluctuate as we expand into and increase our presence in additional product categories.
We increased AOV by 15%, from $64.75 to $74.52 for the three months ended September 30, 2020 and 2021, respectively and by 16%, from $61.07 to $70.77 for the nine
months ended September 30, 2020 and 2021, respectively.
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Retail Accounts
Retail account growth is a key metric for our continued growth in wholesale as it is a measure of how widely our products are distributed. The metric represents the number of
retail accounts in which we sold our products in a given period.
Components of Results of Operations
We evaluate our business and allocate resources among our reportable business segments: (i) DTC and (ii) Wholesale.
Net Revenues
We generate net revenues from the following revenue streams:
DTC — We define DTC net revenues as net revenues generated from consumers through our monthly membership or individual orders on our digital platform. Members are
charged a monthly membership and are awarded credits in the same monetary value. Members can then utilize their credits to purchase our brand wines at their discretion.
Members have the option to skip monthly charges, accumulate credits or use credits when purchased so that the membership is tailored to everyone’s preference and lifestyle.
Additionally, we have dedicated brand websites that generate orders and net revenues for our core brands. Breakage income related to prepaid credits and gift cards is reported
in DTC net revenues.
Breakage revenue is recognized based on historical redemption rates of payments received in advance of performance. We determined that a percentage of prepaid credits goes
unredeemed. We recognize breakage proportionally with credit redemptions in net revenues, or when redemption is remote.
Wholesale — We define wholesale net revenues as net revenues generated from wholesale distributors, state-operated licensees and directly to retail accounts. Our wholesale
channel success is based on long-standing relationships with a highly developed network of distributors in all U.S. states. We work closely with wholesale distributors to
increase the volume of our wines and number of products that are sold by the retail accounts in their respective territories. One wholesale distributor accounted for
approximately 14.5% and 13.0% of wholesale net revenues during the three months ended September 30, 2021 and 2020, respectively, and 13.9% and 13.7% of wholesale net
revenues during the nine months ended September 30, 2021 and 2020, respectively.
Other Non-Reportable — We also generate an immaterial amount of net revenues from a non- reportable segment that is comprised of a small business line focused on testing
new products to determine if they have long-term viability prior to integration into the DTC and/or wholesale distribution channels.
Cost of Revenues
Cost of revenues consists of:
•

wine-related inputs, such as grapes and semi-finished bulk wine;

•

bottling materials (bottles, corks, and labeling materials);

•

boxes/packaging;

• fulfillment costs (costs attributable to receiving, inspecting and warehousing inventories, picking, packaging, and preparing orders for shipment, including the
variable costs of employing hourly employees and temporary staff provided by agencies at our fulfillment centers);
•

credit card fees related to DTC transactions;

•

inbound and outbound freight;

•

storage; and

•

barrel depreciation.

Gross Profit and Gross Margin
We define gross profit as net revenues less cost of revenues as discussed above. Gross margin is gross profit expressed as a percentage of net revenues. Our gross margin has
fluctuated historically and may continue to fluctuate from period to period based on a number of factors, including the timing and mix of the product offerings we sell, the
timing and mix of sales through our DTC and wholesale channels, and our ability to reduce costs, in any given period.
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DTC Gross Profit
We define DTC gross profit as DTC net revenues less DTC cost of revenues. DTC gross margin is DTC gross profit expressed as a percentage of DTC net revenues. DTC gross
margin has fluctuated historically and may continue to fluctuate from period to period based on a number of factors, including the timing and mix of the product offerings we
sell, the timing and mix of sales through our DTC channels, and our ability to reduce costs, in any given period.
Wholesale Gross Profit
We define wholesale gross profit as wholesale net revenues less wholesale cost of revenues. Wholesale gross margin is gross profit expressed as a percentage of wholesale net
revenues. Wholesale gross margin has fluctuated historically and may continue to fluctuate from period to period based on a number of factors, including the timing and mix of
the product offerings we sell, the timing and mix of sales through our wholesale network, and our ability to reduce costs, in any given period.
Operating Expenses
Operating expenses primarily consist of marketing, personnel, and general and administrative expenses.
• Our marketing expenses consist primarily of costs incurred to acquire new consumers, retain existing consumers, build our brand awareness through various
offline and online paid advertising channels, including television, digital and social media, direct mail, radio and podcasts, email, brand activations, and strategic
brand partnerships.
•

Our personnel expenses consist primarily of payroll and related expenses, including stock- based compensation.

• Our general and administrative expenses consist of: (i) costs associated with general corporate functions, such as depreciation expense and rent relating to
facilities and equipment and insurance expense; (ii) professional fees and other general corporate costs; (iii) travel-related expenses; and (iv) customer services costs,
such as third-party staffing to respond to inquiries from consumers.
We expect our operating expenses to increase substantially for the foreseeable future as we continue to increase our headcount to support our existing business, increase our
member count, and grow our business. We will also incur additional expenses as a result of operating as a public company, including expenses related to compliance with the
rules and regulations of the SEC, additional director and officer insurance expenses, investor relations activities, and other administrative and professional services.
Contract Liability
Contract liabilities, also referred to as deferred revenues, arise as a result of the Winc.com subscription model. Deferred revenues represent payments received from consumers
in advance of ordering goods and are referred to as “credits”. Winc.com members are charged a monthly fee and are awarded credits equivalent to the monetary value. Members
are then able to utilize member credits at their leisure to place an order on our website. Revenue is recognized when the member takes control of the ordered goods, at delivery.
Credits do not expire or lose value over periods of inactivity. We are not required by law to escheat the value of unredeemed credits.
Other Income and Expense
Other income and expense consist primarily of interest expense associated with our credit facilities, rental income from sublease agreements, and changes in fair value of
warrants that were issued in connection with past financing transactions. See “ — Liquidity and Capital Resources — Credit Facilities.”
Results of Operations
Comparison of the Three Months Ended September 30, 2021 and 2020
The following table summarize the results of operations for our DTC reportable segment for the three months ended September 30, 2021 and 2020 (in thousands):
Three Months Ended September 30,
2021
2020

DTC Net revenues
DTC Cost of revenues
DTC Gross profit

$
$

12,674
7,122
5,552

$
$

14,534
8,214
6,320

Change $

$
$

(1,860 )
(1,092 )
(768 )

Change %

-12.8 %
-13.3 %
-12.2 %

DTC Net Revenues
DTC net revenues for the three months ended September 30, 2021 was $12.7 million, compared to $14.5 million for the three months ended September 30, 2020, a decrease of
$1.9 million or 12.8%. This decrease was primarily driven by a 34% decrease in order volume period over period resulting from more normalized operations after the COVID19 pandemic surge, partially offset by a 15% increase in AOV.
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DTC Cost of Revenues
DTC cost of revenues for the three months ended September 30, 2021 was $7.1 million, compared to $8.2 million for the three months ended September 30, 2020, a decrease of
$1.1 million or 13.3%. The decrease in DTC cost of revenues is primarily due to the decrease in DTC net revenues resulting from more normalized operations after the COVID19 pandemic surge. Additionally, DTC cost of revenues as a percentage of DTC net revenues remained consistent period over period.
DTC Gross Profit
Changes in DTC gross profit are a function of the changes in DTC net revenues and DTC cost of revenues discussed above. DTC gross profit for the three months ended
September 30, 2021 was $5.6 million, compared to $6.3 million for the three months ended September 30, 2020, a decrease of $0.8 million or 12.2%.
The following table summarize the results of operations for our wholesale reportable segment for the three months ended September 30, 2021 and 2020 (in thousands):
Three Months Ended September 30,
2021
2020

Wholesale Net revenues
Wholesale Cost of revenues
Wholesale Gross profit

$
$

5,507
3,411
2,096

$
$

Change $

2,662
1,813
849

$
$

Change %

2,845
1,598
1,247

106.9 %
88.1 %
146.9 %

Wholesale Net Revenues
Wholesale net revenues for the three months ended September 30, 2021 was $5.5 million, compared to $2.7 million for the three months ended September 30, 2020, an increase
of $2.8 million or 106.9%. Growth in wholesale net revenues was primarily attributable to the growth in retail accounts through distributor relationships, which resulted in a
$3.2 million increase.
Wholesale Cost of Revenues
Wholesale cost of revenues for the three months ended September 30, 2021 was $3.4 million, compared to $1.8 million for the three months ended September 30, 2020, an
increase of $1.6 million or 88.1%. The increase in wholesale cost of revenues was primarily attributable to the increase in wholesale net revenues for the period. This increase
was partially offset by $0.2 million in lower product costs due to strategic sourcing.
Wholesale Gross Profit
Changes in wholesale gross profit are a function of the changes in wholesale net revenues and wholesale cost of revenues discussed above. Wholesale gross profit for the three
months ended September 30, 2021 was $2.1 million compared to $0.8 million for the three months ended September 30, 2020, an increase of $1.2 million or 146.9%.
The following table summarize the results of operations for our other non-reportable segments for the three months ended September 30, 2021 and 2020 (in thousands):
Three Months Ended September 30,
2021
2020

Other Net revenues
Other Cost of revenues
Other Gross profit

$
$

276
120
156

$
$

Change $

652
275
377

$
$

(376 )
(155 )
(221 )

Change %

-57.7 %
-56.4 %
-58.6 %

Other Net Revenues
Other non-reportable net revenues for the three months ended September 30, 2021 was $0.3 million, compared to $0.7 million for the three months ended September 30, 2020, a
decrease of $0.4 million or 57.7%. The decrease in other net revenues was primarily attributable to $0.3 million lower net revenues of Wonderful Wine, Co. due to a decreased
marketing spend as advertising priorities shifted during the period and $0.1 million lower net revenues of Summer Water Societe program due to limited volume sold to satisfy
demand in wholesale.
Other Cost of Revenues
Other non-reportable cost of revenues for the three months ended September 30, 2021 was $0.1 million, compared to $0.3 million for the three months ended September 30,
2020, a decrease of $0.2 million or 56.4%. Growth in other non-reportable cost of revenues was entirely driven by the increase in other non-reportable net revenues discussed
above.
Other Gross Profit
Changes in other non-reportable gross profit are a function of the changes in other non-reportable net revenues and other non-reportable cost of revenues discussed above. Other
non-reportable gross profit for the three months ended September 30, 2021 was $0.2 million compared to $0.4 million for the three months ended September 30, 2020, a
decrease of $0.2 million or 58.6%.
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Comparison of the Nine Months Ended September 30, 2021 and 2020
The following table summarize the results of operations for our DTC reportable segment for the nine months ended September 30, 2021 and 2020 (in thousands):
Nine Months Ended September 30,
2021
2020

DTC Net revenues
DTC Cost of revenues
DTC Gross profit

$
$

39,525
22,479
17,046

$
$

Change $

39,357
23,616
15,741

$
$

Change %

168
(1,137 )
1,305

0.4 %
-4.8 %
8.3 %

DTC Net Revenues
DTC net revenues for the nine months ended September 30, 2021 was $39.5 million, compared to $39.4 million for the nine months ended September 30, 2020, an increase of
$0.2 million. This increase was primarily driven by a 16% increase in AOV, partially offset by a 17% decrease in order volume period over period. During the nine months
ended September 30, 2021, we had a 53% decrease in first time orders, which contributed to the increased AOV because first orders offer significant discounts.
DTC Cost of Revenues
DTC cost of revenues for the nine months ended September 30, 2021 was $22.5 million, compared to $23.6 million for the nine months ended September 30, 2020, a decrease
of $1.1 million or 4.8%. The decrease in DTC cost of revenues is primarily due to a $0.9 million decrease in product costs due to strategic sourcing. DTC cost of revenues as a
percentage of DTC net revenues decreased approximately 3%, resulting in increased margin. This change is primarily related to a $3.5 million decrease period over period in
discounts related to first orders.
DTC Gross Profit
Changes in DTC gross profit are a function of the changes in DTC net revenues and DTC cost of revenues discussed above. DTC gross profit for the nine months ended
September 30, 2021 was $17.0 million, compared to $15.7 million for the nine months ended September 30, 2020, an increase of $1.3 million or 8.3%.
The following table summarize the results of operations for our wholesale reportable segment for the nine months ended September 30, 2021 and 2020 (in thousands):
Nine Months Ended September 30,
2021
2020

Wholesale Net revenues
Wholesale Cost of revenues
Wholesale Gross profit

$
$

13,131
7,733
5,398

$
$

Change $

6,685
4,498
2,187

$
$

Change %

6,446
3,235
3,211

96.4 %
71.9 %
146.8 %

Wholesale Net Revenues
Wholesale net revenues for the nine months ended September 30, 2021 was $13.1 million, compared to $6.7 million for the nine months ended September 30, 2020, an increase
of $6.4 million or 96.4%. Growth in wholesale net revenues was primarily attributable to the growth in retail accounts through distributor relationships, which resulted in a $5.7
million increase.
Wholesale Cost of Revenues
Wholesale cost of revenues for the nine months ended September 30, 2021 was $7.7 million, compared to $4.5 million for the nine months ended September 30, 2020, an
increase of $3.2 million or 71.9%. The increase in wholesale cost of revenues was primarily attributable to the increase in wholesale net revenues for the period. This increase
was partially offset by approximately $0.7 million in lower product costs due to strategic sourcing.
Wholesale Gross Profit
Changes in wholesale gross profit are a function of the changes in wholesale net revenues and wholesale cost of revenues discussed above. Wholesale gross profit for the nine
months ended September 30, 2021 was $5.4 million compared to $2.2 million for the nine months ended September 30, 2020, an increase of $3.2 million or 146.8%.
The following table summarize the results of operations for our other non-reportable segments for the nine months ended September 30, 2021 and 2020 (in thousands):
Nine Months Ended September 30,
2021
2020

Other Net revenues
Other Cost of revenues
Other Gross profit

$
$

Other Net Revenues
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917
393
524

$
$

Change $

972
411
561

$
$

Change %

(55 )
(18 )
(37 )

-5.7 %
-4.4 %
-6.6 %

Other non-reportable net revenues for the nine months ended September 30, 2021 was $0.9 million, compared to $1.0 million for the nine months ended September 30, 2020, a
decrease of $0.1 million or 5.7%. The decrease in other net revenues was primarily attributable to $0.2 million lower net revenues of Summer Water Societe program due to
limited volume sold to satisfy demand in wholesale. The decrease was partially offset by $0.1 million increase in Wonderful Wine, Co. net revenues.
Other Cost of Revenues
Other non-reportable cost of revenues was $0.4 million for both the nine months ended September 30, 2021 and 2020, with a slight decrease of 4.4%. Decline in other nonreportable cost of revenues was entirely driven by the decrease in other non-reportable net revenues discussed above.
Other Gross Profit
Changes in other non-reportable gross profit are a function of the changes in other non-reportable net revenues and other non-reportable cost of revenues discussed above. Other
non-reportable gross profit for the nine months ended September 30, 2021 was $0.5 million compared to $0.6 million for the nine months ended September 30, 2020, a slight
decrease of 6.6%.
Operating Expenses
Comparison of the Three Months Ended September 30, 2021 and 2020
The following table identifies our operating expenses and other income and expense items for the three months ended September 30, 2021 and 2020.
Three Months Ended September 30,
2021
2020

Marketing
Personnel
General and administrative
Production and operation
Creative development
Total operating expenses
Interest expense
Change in fair value of warrant liabilities
Other income (expense), net
Total other income (expense), net
Income tax expense

$

$

$

3,700
7,153
2,987
44
131
14,015
(127 )
248
358
479
1

$

$

$

4,824
2,055
1,744
47
19
8,689
(145 )
—
(27 )
(172 )
9

Change $

$

Change %

(1,124 )
5,098
1,243
(3 )
112

-23.3 %
248.1 %
71.3 %
-6.4 %
589.5 %

18
248
385

-12.4 %
100.0 %
1425.9 %

(8 )

-88.9 %

Marketing Expenses
Marketing expenses decreased by $1.1 million or 23.3% to $3.7 million for the three months ended September 30, 2021, from $4.8 million for the three months ended
September 30, 2020. The decrease in marketing expense was primarily driven by a $1.0 million decrease in advertising costs due to a more normalized environment during the
three months ended September 30, 2021 than in the three months ended September 30, 2020, which were more heavily impacted by the restrictions imposed as a result of the
COVID-19 pandemic.
Personnel Expenses
Personnel expenses increased $5.1 million or 248.1%, to $7.2 million in during the three months ended September 30, 2021, from $2.1 million during the three months ended
September 30, 2020. This increase was primarily attributable to a $0.7 million increase in stock-based compensation expense and $3.5 million of additional compensation
expense related to the forgiveness of promissory notes originally issued to executives in connection with the exercise of stock options. Additionally, $0.7 million of the increase
was due to increased headcount to support functions as we grow our business.
General and Administrative Expenses
General and administrative expenses increased $1.2 million or 71.3%, to $3.0 million during the three months ended September 30, 2021, from $1.7 million during the three
months ended September 30, 2020. This increase was primarily attributable to $0.2 million related to increased professional services fees, specifically accounting, investor
relations and consulting, as well as $0.3 million related to increased rental expense and $0.6 million related to other various internal expenses, specifically software and licenses
and travel-related expenses.
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Change in Fair Value of Warrant Liabilities
The increase in the income from the change in fair value of warrants is primarily due to changes in the underlying assumptions to the fair value calculations. Refer to Note 10 in
our condensed consolidated financial statements as of and for the three months ended September 30, 2021 included elsewhere in the quarterly report for further information.
Income Tax Expense
Income tax expense decreased 88.9% primarily due to a return-to-provision adjustment during the three months ended September 30, 2021.
Comparison of the Nine Months Ended September 30, 2021 and 2020
The following table identifies our operating expenses and other income and expense items for the nine months ended September 30, 2021 and 2020.
Nine Months Ended September 30,
2021
2020

Marketing
Personnel
General and administrative
Production and operation
Creative development
Total operating expenses
Interest expense
Change in fair value of warrant liabilities
Other income (expense), net
Total other income (expense), net
Income tax expense

$

$

$

11,678
12,540
8,555
97
287
33,157
(548 )
(644 )
2,330
1,138
17

$

$

$

11,772
5,521
5,117
136
73
22,619
(676 )
(229 )
(19 )
(924 )
15

Change $

$

Change %

(94 )
7,019
3,438
(39 )
214

-0.8 %
127.1 %
67.2 %
-28.7 %
293.2 %

128
(415 )
2,349

-18.9 %
181.2 %
12363.2 %

2

13.3 %

Marketing Expenses
Marketing expenses decreased $0.1 million or 0.8% to $11.7 million for the nine months ended September 30, 2021, from $11.8 million for the nine months ended September
30, 2020. Marketing expense remained relatively consistent period over period.
Personnel Expenses
Personnel expenses increased $7.0 million or 127.1%, to $12.5 million in during the nine months ended September 30, 2021, from $5.5 million during the nine months ended
September 30, 2020. This increase was primarily attributable to a $0.8 million increase in stock-based compensation expense and $3.5 million of additional compensation
expense related to the forgiveness of promissory notes originally issued to executives in connection with the exercise of stock options. Additionally, $1.8 million of the increase
was due to increased headcount to support functions as we grow our business.
General and Administrative Expenses
General and administrative expenses increased $3.4 million or 67.2%, to $8.6 million during the nine months ended September 30, 2021, from $5.1 million during the nine
months ended September 30, 2020. This increase was primarily attributable to $0.9 million related to increased professional services fees, specifically accounting, legal,
investor relations, recruiting and consulting, as well as $0.8 million related to increased rental expense and $1.3 million related to other various internal expenses, specifically
software and licenses and travel-related expenses.
Change in Fair Value of Warrant Liabilities
The increase in the loss from the change in fair value of warrants is primarily due to an increase in the fair value of preferred stock. Refer to Note 10 in our condensed
consolidated financial statements as of and for the nine months ended September 30, 2021 included elsewhere in this quarterly report for further information.
Other income, net
The increase in other income, net is primarily due to the forgiveness of the Paycheck Protection Program Loan. Refer to Note 8 in our condensed consolidated financial
statements as of and for the nine months ended September 30, 2021 included elsewhere in this quarterly report for further information.
Income Tax Expense
Income tax expense increased 13.3% primarily due to increased state return filing requirements during the nine months ended September 30, 2021.
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Liquidity and Capital Resources
Our operations have been financed to date by a combination of issuances and sales of capital stock, borrowings under our credit facilities and cash generated from operations.
Our primary cash needs have been to fund working capital requirements, debt service payments, and operating expenses (primarily marketing to increase growth and inventory
to support that growth). As of September 30, 2021, we had cash on hand of $1.6 million, inventory of $22.4 million, and total current liabilities of $29.3 million. As of
September 30, 2021, $1.5 million of our $7.0 million line of credit also remains undrawn. Our primary use of cash is for operating expenses, working capital requirements,
capital expenditures, debt service, acquisitions and other transactions as opportunities present themselves. Based on our current level of operations, we expect that our liquidity
needs for the next twelve months will be met by our cash on hand and future debt or equity raises, as necessary. However, our ability to fund future operating expenses, capital
expenditures, mergers and acquisitions, and our ability to make scheduled payments of interest, to pay principal on or refinance our indebtedness and to satisfy any other of our
present or future debt obligations will depend on our future operating performance, which may be affected by general economic, financial and other factors beyond our control.
Our business and operating results for 2021 continue to be impacted by the COVID-19 pandemic and we expect to maintain an elevated level of cash on hand as we navigate
through the remainder of 2021.
Issuances of Preferred Stock
During the nine months ended September 30, 2021, we raised total net proceeds of $13.3 million from the issuance of Series E and Series F redeemable convertible preferred
stock private placements.
In August 2020, we commenced an offering, pursuant to which we offered to sell shares of our Series E redeemable convertible preferred stock at a price of $14.00 per share.
As of December 31, 2020, we had issued 200,111 shares of Series E redeemable convertible preferred stock and received net proceeds of $1.6 million in connection with the
2020 Offering. We terminated the offering on January 5, 2021 and raised net proceeds of $5.7 million through the sale of Series E redeemable convertible preferred stock.
In April 2021, we raised net proceeds of $9.1 million through the sale of Series F redeemable convertible preferred stock in a private placement (inclusive of proceeds allocated
to warrants to purchase additional shares of Series F redeemable convertible preferred stock issued in connection with the Series F offering). In May 2021, the proceeds, along
with additional consideration in the form of Series F redeemable convertible preferred stock, were used to finance the purchase of certain assets from Natural Wine Merchants,
Inc.
On November 11, 2021, we completed our IPO through an underwritten sale of 1,692,308 shares of its common stock at a price of $13.00 per share. The aggregate net
proceeds from the offering after deducting underwriting discounts and commissions and other offering expenses, were approximately $17.9 million.
Concurrent with the IPO, all then-outstanding shares of our redeemable convertible preferred stock outstanding were automatically converted into an aggregate of 8,384,906
shares of common stock and were reclassified into permanent equity. Following the IPO, there were no shares of redeemable convertible preferred stock outstanding.
Credit Facilities
Western Alliance Bank
In October 2015, we entered into a loan and security agreement with Western Alliance Bank, which provided us with a revolving line of credit for up to $12 million, or the
WAB Line of Credit. The maturity was subsequently extended to May 2020 and the WAB Line of Credit was reduced to $7.0 million. The amount outstanding was fully repaid
during the year ended December 31, 2020, at which time the agreement was terminated. Accordingly, there was no outstanding balance as of or subsequent to December 31,
2020.
Pacific Mercantile Bank
In December 2020, we entered into a credit agreement, or the PMB Credit Agreement, with Pacific Mercantile Bank for a new $7.0 million line of credit, or the PMB Line of
Credit. The PMB Line of Credit bears interest at a variable annual rate equal to 1.25% plus the Prime Rate. We had an outstanding balance of $5.5 million and zero under the
PMB Line of Credit as of September 30, 2021 and December 31, 2020, respectively.
Multiplier Capital
In December 2017, we entered into a loan and security agreement, or the Multiplier LSA, with Multiplier Capital II, LP, or Multiplier, for a term loan of $5.0 million, all of
which was disbursed to us at the time of execution. The loan matures in June 2022 and bears interest at a variable annual rate equal to the greater of 6.25% above the Prime Rate
(as defined in the loan and security agreement), with a minimum interest rate of 11.5% per annum and a maximum interest rate of 14.0% per annum. In connection with the loan
and security agreement, we granted Multiplier warrants to purchase shares of our Series B-1 Preferred Stock. As of September 30, 2021 and December 31, 2020, $1.3 million
and $2.5 million was outstanding under the Multiplier Capital loan, respectively, net of unamortized debt issuance costs. The loan is secured by all of our assets. We refer to the
PMB Credit Agreement and the Multiplier LSA collectively as our Credit Agreements.
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Paycheck Protection Program Loan
We applied for loans being administered by the Small Business Administration under the Coronavirus Aid, Relief, and Economic Recovery Act of 2020, or the CARES Act, to
assist in maintaining payroll and operations through the period impacted by the COVID-19 pandemic. On April 20, 2020, we received a $1.4 million loan from Western
Alliance Bank under the Paycheck Protection Program, or PPP. We applied for and were granted loan forgiveness in March 2021 by utilizing the funds in accordance with
defined loan forgiveness guidance issued by the government.
Cash Flows
The following table summarizes our cash flows for the periods presented (in thousands):
Nine Months Ended September 30,
2021
2020

Net cash (used in) provided by operating activities
Net cash used in investing activities
Net cash provided by (used in) financing activities
Net (decrease) increase in cash

$

$

(13,796 )
(9,247 )
17,647
(5,396 )

$

$

1,902
(291 )
(1,021 )
590

Cash Flows from Operating Activities
Operating cash flow is derived by adjusting our net loss for non-cash operating items, such as depreciation and amortization, provision for doubtful accounts, deferred income
tax benefits or expenses, and changes in operating assets and liabilities, which reflect timing differences between the receipt and payment of cash associated with transactions
and when they are recognized in our results of operations.
Cash flows (used) provided from operating activities resulted in net outflows of $13.8 million and net inflows of $1.9 million for the nine months ended September 30, 2021
and 2020, respectively. Changes in operating assets and liabilities resulted in outflows of $9.2 million for the nine months ended September 30, 2021 compared to inflows of
$6.0 million for the nine months ended September 30, 2020. This decrease was primarily driven by an increase in cash spent on inventory to meet demand, partially offset by
timing of settling accounts payable, accrued liabilities, and contract liabilities.
Cash Flows from Investing Activities
Cash used in investing activities was $9.2 million and $0.3 million for the nine months ended September 30, 2021 and 2020, respectively.
Investing cash flows for the nine months ended September 30, 2021 included $8.8 million for cash paid for an asset acquisition and $0.5 million for purchases of property and
equipment.
Investing cash flows for the nine months ended September 30, 2020 included $0.3 million for purchases of property and equipment.
Cash Flows from Financing Activities
Cash flows from financing activities resulted in net inflows of $17.7 million for the nine months ended September 30, 2021 and net outflows of $1.0 million for the nine
months ended September 30, 2020.
Financing cash flows for the nine months ended September 30, 2021 included $5.5 million in borrowings on the PMB line of credit, $1.3 million for repayments of long-term
debt, $13.3 million for proceeds from issuance of preferred stock and warrants, and $0.1 million in proceeds from employee stock option exercises.
Financing cash flows for the nine months ended September 30, 2020 included $1.4 million in proceeds from the Paycheck Protection Program note payable, $6.0 million in
payments on the previously outstanding line of credit, $1.3 million for repayments of long-term debt, and $4.9 million for proceeds from issuance of preferred stock and
warrants.
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Non-GAAP Financial Measures
Our management believes Adjusted EBITDA and Adjusted EBITDA margin are helpful to investors, analysts and other interested parties because these measures can assist in
providing a more consistent and comparable overview of our operations across our historical financial periods. In addition, these measures are frequently used by analysts,
investors and other interested parties to evaluate and assess performance. We define Adjusted EBITDA as net loss before interest, taxes, depreciation and amortization, stock
based compensation expense and other items we believe are not indicative of our operating performances, such as gain or loss attributable to the change in fair value of warrants.
We define Adjusted EBITDA margin as Adjusted EBITDA divided by net revenues. Adjusted EBITDA and Adjusted EBITDA margin are non-GAAP measures and are
presented for supplemental informational purposes only and should not be considered as alternatives or substitutes to financial information presented in accordance with GAAP.
These measures have certain limitations in that they do not include the impact of certain expenses that are reflected in our condensed consolidated statement of operations that
are necessary to run our business. Some of these limitations include:
·
Adjusted EBITDA and Adjusted EBITDA margin do not reflect interest expense, or the cash requirements necessary to service interest or principal payments on our
debt;
·

Adjusted EBITDA and Adjusted EBITDA margin do not reflect changes in, or cash requirements for our working capital needs; and

·
although depreciation and amortization are non-cash charges, the assets being depreciated and amortized may have to be replaced in the future; and Adjusted
EBITDA and Adjusted EBITDA margin do not reflect cash capital expenditure requirements for such replacements or for new capital expenditures.
Other companies, including other companies in our industry, may not use such measures or may calculate the measures differently than as presented in this Quarterly Report,
limiting their usefulness as comparative measures.
A reconciliation of net loss to Adjusted EBITDA and net loss margin to Adjusted EBITDA margin is set forth below. Adjusted EBITDA margin is defined as Adjusted EBITDA
divided by net revenues.
Three Months Ended September 30,
2021
2020

Net loss
Interest expense
Income tax expense
Depreciation and amortization expense
EBITDA
Stock-based compensation
Gain on debt forgiveness - Paycheck Protection Program note payable
Forgiveness of employee promissory notes issued for stock option exercises
Change in fair value of warrant liabilities
Adjusted EBITDA
Net loss margin
Adjusted EBITDA margin

$

$

$

(5,733 )
127
1
226
(5,379 )
819
—
3,453
(248 )
(1,355 )
-31.1 %
-7.3 %

$

$

$

(1,324 )
145
9
127
(1,043 )
64
—
—
—
(979 )
-7.4 %
-5.5 %

Nine Months Ended September 30,
2021
2020

$

$

$

(9,068 )
548
17
520
(7,983 )
991
(1,364 )
3,453
644
(4,259 )
-16.9 %

$

$

$

(5,069 )
676
15
396
(3,982 )
174
—
—
229
(3,579 )
-10.8 %

-7.9 %

-7.6 %

Off-Balance Sheet Arrangements
As of September 30, 2021, we did not have any off-balance sheet arrangements, as defined in Item 303(a)(4)(ii) of Regulation S-K.
Critical Accounting Policies and Significant Judgements Estimates
There have been no significant changes to our critical accounting policies from our disclosure reported in “Critical Accounting Policies and Estimates” in the section titled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our prospectus dated November 10, 2021.
Recent Accounting Pronouncements
See “New Accounting Pronouncements” in Note 2 of the notes to our unaudited condensed financial statements included in Part 1, Item 1 of this Quarterly Report on Form 10Q for recent accounting pronouncements.
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Emerging Growth Company and Smaller Reporting Company Status
We are an “emerging growth company” as defined in the JOBS Act. For as long as we remain an emerging growth company, we are permitted and intend to rely on certain
exemptions from various public company reporting requirements, including not being required to have our internal control over financial reporting audited by our independent
registered public accounting firm pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, reduced disclosure obligations regarding executive compensation in our periodic
reports and proxy statements and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation, on the frequency of the advisory vote on
executive compensation, and on any golden parachute payments not previously approved.
In addition, emerging growth companies can delay adopting new or revised accounting standards issued subsequent to the enactment of the JOBS Act until such time as those
standards apply to private companies. We have elected to utilize this extended transition period for complying with new or revised accounting standards that have different
effective dates for public and private companies until the earlier of the date that we (i) are no longer an emerging growth company or (ii) affirmatively and irrevocably opt out of
the extended transition period provided in the JOBS Act. As a result, our financial statements may not be comparable to companies that comply with the new or revised
accounting pronouncements as of public company effective dates. As described in Note 2 to our condensed consolidated financial statements included elsewhere in this
Quarterly Report, we have early adopted accounting standards, as the JOBS Act does not preclude an emerging growth company from adopting a new or revised accounting
standard earlier than the time that such standard applies to private companies. We expect to use the extended transition period for any other new or revised accounting standards
during the period in which we remain an emerging growth company.
We will remain an emerging growth company until the earliest of (i) December 31, 2026, (ii) the last day of the fiscal year in which we have total annual gross revenue of at
least $1.07 billion, (iii) the last day of the fiscal year in which we are deemed to be a “large accelerated filer” as defined in Rule 12b-2 under the Exchange Act, which would
occur if the market value of our common stock held by non-affiliates exceeded $700 million as of the last business day of the second fiscal quarter of such year or (iv) the date
on which we have issued more than $1.0 billion in non-convertible debt securities during the prior three-year period.
We are also a “smaller reporting company” as defined in the Exchange Act. We may continue to be a smaller reporting company even after we are no longer an emerging
growth company. We may take advantage of certain of the scaled disclosures available to smaller reporting companies and will be able to take advantage of these scaled
disclosures for so long as the market value of our voting and non-voting common stock held by non-affiliates is less than $250 million measured on the last business day of our
second fiscal quarter, or our annual revenue is less than $100 million during the most recently completed fiscal year and the market value of our voting and non-voting common
stock held by non-affiliates is less than $700 million measured on the last business day of our second fiscal quarter.
Item 3. Quantitative and Qualitative Disclosures About Market Risk.
We are exposed to market risks in the ordinary course of our business. Market risk represents the risk of loss that may impact our financial position due to adverse changes in
financial market prices and rates. Our market risk exposure is primarily the result of fluctuations in interest rates, regulatory, and inflation.
Interest Rate Risk
Our PMB Line of Credit and term loan with Multiplier bear interest at variable rates. The nature and amount of our long-term debt can be expected to vary as a result of future
business requirements, market conditions, and other factors.
We monitor our cost of borrowing under our long-term debt, taking into account our funding requirements, and our expectations for short-term rates in the future. We had a
balance of $5.5 million and zero on our PMB Line of Credit as of September 30, 2021 and December 31, 2020, respectively. We had a principal balance of $1.3 million and
$2.5 million on our term loan with Multiplier as of September 30, 2021 and December 31, 2020, respectively. A hypothetical 10% change in the interest rates on our line of
credit and term loan would not have a material impact on our condensed consolidated financial statements for any of the periods presented herein.
Inflation Risk
We do not believe that inflation has had a material effect on our business, financial condition or results of operations. If our costs become subject to significant inflationary
pressures, we may not be able to fully offset such higher costs through price increases. Our inability or failure to do so could harm our business, financial condition, and
operating results.
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Item 4. Controls and Procedures.
Limitations on the Effectiveness of Controls
We maintain disclosure controls and procedures (as that term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) that are designed to ensure that information
required to be disclosed in our reports under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms,
and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow
timely decisions regarding required disclosures. In designing and evaluating our disclosure controls and procedures, management recognizes that any controls and procedures,
no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls and
procedures must reflect the fact that there are resource constraints and that management is required to apply judgment in evaluating the benefits of possible controls and
procedures relative to their costs.
Evaluation of Disclosure Controls Procedures
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated, as of the end of the period covered by this Quarterly Report on
Form 10-Q, the effectiveness of our disclosure controls and procedures (as that term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act). Based on this
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective at the reasonable assurance level as of
September 30, 2021.
Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting (as that term is defined in Rules 13a-15(d) or 15d-15(d) of the Exchange Act) identified in management’s
evaluation during the quarter ended September 30, 2021 that materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II—OTHER INFORMATION
Item 1. Legal Proceedings.
See Note 11 "Commitments and Contingencies" to our condensed consolidated financial statements in Item 1, Part I of this Quarterly Report for information regarding certain
legal proceedings in which we are involved, which is incorporated by reference into this Part II, Item 1.
Item 1A. Risk Factors.
Our operations and financial results are subject to various risks and uncertainties including those described below. You should consider carefully the risks and uncertainties
described below, in addition to other information contained in this Quarterly Report on Form 10-Q, including our unaudited condensed consolidated financial statements and
related notes. The risks and uncertainties described below are not the only ones we face. Additional risks and uncertainties that we are unaware of, or that we currently believe
are not material, may also become important factors that adversely affect our business. If any of the following risks or others not specified below materialize, our business,
financial condition and results of operations could be materially and adversely affected. In that case, the trading price of our common stock could decline.
Risks Related to Our Business
We have a history of net losses and we may not be able to achieve or maintain profitability in the future.
We have incurred net losses each year since our inception and we may not be able to achieve or maintain profitability in the future. We incurred net losses of approximately
$7.0 million and $8.0 million in the years ended December 31, 2020 and 2019, respectively, and of approximately $9.1 million and $5.1 million in the nine months ended
September 30, 2021 and 2020, respectively. In addition to increases in expenses as a result of being a public company, we expect our expenses will increase in the future as we
develop and launch new product offerings and platform features, expand in existing and new markets, increase our sales and marketing efforts and continue to invest in our
platform. These efforts may be more costly than we expect and may not result in increased revenue or growth in our business. These offerings may require significant capital
investments and recurring costs, maintenance, depreciation, asset life and asset replacement costs, and if we are not able to maintain sufficient levels of utilization of such assets
or such offerings are otherwise not successful, our investments may not generate sufficient returns and our financial condition may be adversely affected. Any failure to
increase our revenue sufficiently to keep pace with our investments and other expenses could prevent us from achieving or maintaining profitability or positive cash flow on a
consistent basis. If we are unable to successfully address these risks and challenges as we encounter them, our business, financial condition, results of operations and prospects
could be adversely affected. If we are unable to generate adequate revenue growth and manage our expenses, we may continue to incur significant losses in the future and may
not be able to achieve or maintain profitability.
Additionally, as a result of our relatively short operating history at our current scale, we have limited financial data that can be used to evaluate our business and future
prospects. Any evaluation of our business and prospects must be considered in light of our limited operating history, which may not be indicative of future performance.
Because of our limited operating history, we face increased risks, uncertainties, expenses, and difficulties, including the risks and uncertainties discussed in this section.
Our historical growth may not be indicative of our future growth and, if we continue to grow rapidly, we may not be able to effectively manage our growth or evaluate our
future prospects. If we fail to effectively manage our future growth or evaluate our future prospects, our business could be adversely affected.
We have experienced significant growth since our founding in 2011. For example, our net revenues increased from approximately $36.4 million in 2019 to $64.7 million in
2020, and from $47.0 million in the nine months ended September 30, 2020 to $53.6 million in the nine months ended September 30, 2021. This growth has placed significant
demands on our management, financial, operational, technological and other resources. The anticipated growth and expansion of our business depends on a number of factors,
including our ability to:
·

increase awareness of our portfolio of brands in order to successfully compete with other companies;

·

efficiently drive online consumer acquisition;

·

expand our relationships with wholesale distributors;

·

introduce products in beverage categories beyond wine;

·

maintain and improve our technology platform supporting the Winc digital platform;

·

expand our supplier and fulfillment capacities; and

·

maintain quality control over our brand offerings.
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These investments may not result in the growth of our business. Even if these investments do result in the growth of our business, if we do not effectively manage our growth,
we may not be able to execute on our business plan, respond to competitive pressures, take advantage of market opportunities, satisfy consumer requirements or maintain highquality brand offerings, any of which could adversely affect our business, financial condition, results of operations and prospects. You should not rely on our historical rate of
revenue growth as an indication of our future performance or the rate of growth we may experience in the future.
In addition, to support continued growth, we must effectively integrate, develop and motivate a large number of new employees while maintaining our corporate culture. We
face significant competition for personnel. To attract top talent, we have had to offer, and expect to continue to offer, competitive compensation and benefits packages before we
can validate the productivity of new employees. We may also need to increase our employee compensation levels to remain competitive in attracting and retaining talented
employees. The risks associated with a rapidly growing workforce will be particularly acute as we choose to expand into new beverage categories and markets. Additionally, we
may not be able to hire new employees quickly enough to meet our needs. If we fail to effectively manage our hiring needs or successfully integrate new hires, our efficiency,
ability to meet forecasts and employee morale, productivity and retention could suffer, which could have an adverse effect on our business, financial condition, results of
operations and prospects.
We are also required to manage numerous relationships with various vendors and other third parties. Further growth of our operations, vendor base, fulfillment centers,
information technology systems or internal controls and procedures may not be adequate to support our operations. If we are unable to manage the growth of our organization
effectively, our business, financial condition, results of operations and prospects may be adversely affected.
Failure to introduce and effectively market new brands may adversely affect our ability to continue to grow.
A key element of our growth strategy depends on our ability to develop and market new brands that meet our standards for quality and appeal to our consumers. The success of
our innovation and product development efforts is affected by our ability to successfully leverage consumer data, the technical capability of our innovation staff, developing and
testing product formulas and prototypes, our ability to comply with applicable governmental regulations, and the success of our management and sales and marketing teams in
introducing and marketing new brands. Our brand offerings have changed since our launch, which makes it difficult to forecast our future results of operations. There can be no
assurance that we will successfully develop and market new brands that appeal to consumers. For example, product blends or formulas we develop may not contain the
attributes desired by our consumers. Any such failure may lead to a decrease in our growth, sales and ability to achieve profitability, which could adversely affect our business,
financial condition, results of operations and prospects.
Additionally, the development and introduction of new brands requires substantial marketing expenditures, which we may be unable to recoup if new brands do not gain
widespread market acceptance. If we are unsuccessful in meeting our objectives with respect to new or improved brands, our business, financial condition, results of operations
and prospects could be adversely affected.
We must expend resources to maintain consumer awareness of our brand, build brand loyalty and generate interest in our brands. As our marketing strategies and
channels evolve, our efforts may not be successful.
In order to remain competitive and expand and keep market share for our brands across our various channels, we may need to increase our marketing and advertising spending
to maintain and increase consumer awareness, protect and grow our existing market share or promote new brands, which could impact our operating results. Substantial
advertising and promotional expenditures may be required to maintain or improve our brands’ market position or to introduce new brands to the market, and we are increasingly
engaging with non-traditional media, including consumer outreach through social media and web-based channels, which may not prove successful. An increase in our
marketing and advertising efforts may not maintain our current reputation or lead to increased brand awareness. Further, social media platforms frequently change the
algorithms that determine the ranking and display of results of a user’s search and may make other changes to the way results are displayed, or may increase the costs of such
advertising, which can negatively affect the placement of our links and, therefore, reduce the number of visits to our website and social media channels or make such marketing
cost-prohibitive. In addition, social media platforms typically require compliance with their policies and procedures, which may be subject to change or new interpretation with
limited ability to negotiate, which could negatively impact our marketing capabilities. If we are unable to maintain and promote a favorable perception of our brands on a costeffective basis, our business, financial condition, results of operations and prospects could be adversely affected.
If we fail to cost-effectively acquire new consumers or retain our existing consumers, our business could be adversely affected. Our sales and profit are dependent upon our
ability to expand our existing consumer relationships and acquire new consumers.
Our success, and our ability to increase revenue and achieve profitability, depend in part on our ability to cost-effectively acquire new consumers, retain existing consumers and
keep existing consumers engaged so that they continue to purchase our brands. While we intend to continue to invest significantly in sales and marketing to educate consumers
about our brands, there is no assurance that these efforts will generate further demand for our brands or expand our consumer base. Our ability to attract new consumers and
retain our existing consumers will depend on, among other items, the perceived value and quality of our brands, the success of our omni-channel approach, demand for
Alcoholic Beverages, our ability to offer high-quality and culturally relevant brands and the effectiveness of our marketing efforts. We may also lose loyal consumers to our
competitors if we are unable to meet consumer demand in a timely manner. If we are unable to cost-effectively acquire new consumers, retain existing consumers and keep
existing consumers engaged, our business, financial condition, results of operations and prospects could be adversely affected.
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Any strategies we employ to pursue this growth are subject to numerous factors outside of our control. Our retailers continue to aggressively market their private label or
competitive products, which could reduce demand for our brands. The expansion of our business also depends on our ability to increase sales through our ecommerce channel
and increase breadth and depth of distribution at retailers. Any growth within our existing distribution channels may also affect our existing consumer relationships and present
additional challenges, including those related to pricing strategies. Our direct connections to our consumers may become more limited as we expand our non-DTC channels.
Additionally, we may need to increase or reallocate spending on marketing and promotional activities, such as temporary price reductions, off-invoice discounts and other trade
activities, and these expenditures are subject to risks, including risks related to consumer acceptance of our efforts. Our failure to obtain new consumers, or expand our business
with existing consumers, could have an adverse effect on our business, financial condition, results of operations and prospects.
We also use paid and non-paid advertising. Our paid advertising may include search engine marketing, display, paid social media and product placement and traditional
advertising, such as direct mail, television, radio, podcasts and magazine advertising. Our non-paid advertising efforts include search engine optimization, non-paid social media
and e-mail marketing. We drive a significant amount of traffic to our website via search engines and, therefore, rely heavily on search engines. Search engines frequently update
and change the logic that determines the placement and display of results of a user’s search, such that the purchased or algorithmic placement of links to our website can be
negatively affected. Moreover, a search engine could, for competitive or other purposes, alter its search algorithms or results, causing our website to place lower in search query
results.
We also drive a significant amount of traffic to our website via social networking or other ecommerce channels used by our current and prospective consumers. As social
networking and ecommerce channels continue to rapidly evolve, we may be unable to develop or maintain a presence within these channels. If we are unable to cost-effectively
drive traffic to our website, or if the popularity of our social media, online or offline presence declines, our ability to acquire new consumers could be adversely affected.
Additionally, if we fail to increase our revenue per active consumer, generate repeat purchases or maintain high levels of consumer engagement, our business, financial
condition, results of operations and prospects could be adversely affected.
We may not be able to compete successfully in our highly competitive market.
The markets in which we operate are highly competitive and rapidly evolving, with many new brands and product offerings emerging in the marketplace. We face significant
competition from both established, well-known players in the wine industry and emerging brands. Numerous brands and products compete for limited shelf space in the retail
channel, and for members in the ecommerce channel. We compete based on various product attributes including taste, quality, brand aesthetic and cultural relevance, as well as
our ability to establish direct relationships with our consumers through our ecommerce channel.
Our wines compete with popularly priced generic wines and with other alcoholic and, to a lesser degree, non-Alcoholic Beverages, for drinker acceptance and loyalty, shelf
space and prominence in retail stores, presence and prominence on restaurant wine lists and for marketing focus by independent wholesale distributors, many of which carry
extensive portfolios of wines and other Alcoholic Beverages. This competition is driven by established companies as well as new entrants in our markets and categories. In the
United States, wine sales are relatively concentrated among a limited number of large suppliers. Many of these competitors have substantially greater financial and other
resources than us and products that are well-accepted in the marketplace today. Many also have longer operating histories, larger fulfilment infrastructures, greater technical
capabilities, faster shipping times, lower freight costs, lower operating costs, greater financial, marketing, institutional and other resources and larger consumer bases than we
do. These factors may also allow our competitors to derive greater revenue and profits from their existing consumer bases, acquire consumers at lower costs or respond more
quickly than we can to new or emerging technologies and changes in product trends and consumer shopping behavior. These competitors may engage in more extensive
research and development efforts, enter or expand their presence in any or all of the ecommerce or retail channels where we compete, undertake more far-reaching marketing
campaigns, and adopt more aggressive pricing policies, which may allow them to build larger consumer bases or generate revenue from their existing consumer bases more
effectively than we do. As a result, these competitors may be able to offer comparable or substitute products to consumers at similar or lower costs. This could put pressure on
us to lower our prices, resulting in lower revenue and margins or cause us to lose market share even if we lower prices.
We cannot be certain that we will successfully compete with larger competitors that have greater financial, sales, technical and other resources. Companies with greater
resources may acquire our competitors or launch new products, and they may be able to use their resources and scale to respond to competitive pressures and changes in
consumer preferences by reducing prices or increasing promotional activities, among other things. Retailers also market competitive products under their own private labels,
which are generally sold at lower prices, and may change the merchandising of our brands so that they have less favorable placement. Competitive pressures or other factors
could cause us to lose market share, which may require us to lower prices, increase marketing expenditures, or increase the use of discounting or promotional campaigns, each
of which would adversely affect our margins and could result in a decrease in our operating results and ability to achieve or maintain profitability.
We expect competition in the wine industry to continue to increase. We believe that our ability to compete successfully in this market depends upon many factors both within
and beyond our control, including:
·

the size and composition of our consumer base;
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·

the number of brands that we offer and feature across our sales channels;

·

our information technology infrastructure;

·

the quality and responsiveness of our customer service;

·

our selling and marketing efforts;

·

the quality and price of the brands that we offer;

·

the convenience of the shopping experience that we provide on our website;

·

our ability to distribute our brands and manage our operations; and

·

our reputation and brand strength.

If we fail to compete successfully in this market, our business, financial condition, results of operations and prospects could be adversely affected.
Consolidation of the wholesale distributors of our wines, as well as the consolidation of retailers, may increase competition in an already crowded space and may have a
material adverse effect on our business, results of operations and financial results.
Sales not made directly to consumers through our DTC channel are made through independent wholesale distributors for resale to retail outlets, restaurants, hotels and private
clubs across the United States and in some overseas markets. Sales to wholesale distributors are expected to continue to represent a substantial portion of our future net sales.
Consolidation among wine producers, wholesale distributors, suppliers and retailers could create a more challenging competitive landscape for our wines, including through our
DTC channel, to the extent consolidation impairs general consumer awareness of our brands. In addition, the increased growth and popularity of the retail ecommerce
environment across the consumer product goods market, which has accelerated during the COVID-19 pandemic and the resulting quarantines, “stay at home” orders, travel
restrictions, retail store closures, social distancing requirements and other government action, is highly likely to change the competitive landscape for our wines. Consolidation
at any level could hinder the distribution and sale of our wines as a result of reduced attention and resources allocated to our winery brands both during and after transition
periods, because our winery brands might represent a smaller portion of the new business portfolio. Furthermore, consolidation of wholesale distributors may lead to the erosion
of margins as newly consolidated wholesale distributors take down prices or demand more margin from existing suppliers. Changes in wholesale distributors’ strategies,
including a reduction in the number of brands they carry or the allocation of resources for our competitors’ brands or private label brands, may adversely affect our growth,
business, financial results and market share. Wholesale distributors of our wines offer products that compete directly with our wines for inventory and retail shelf space,
promotional and marketing support and consumer purchases. Expansion into new product categories by other suppliers or innovation by new entrants into the market could
increase competition in our product categories.
An increasingly large percentage of our net sales is concentrated within a small number of wholesale distributors. There can be no assurance that the wholesale distributors and
retailers we use will continue to purchase our wines or provide our wines with adequate levels of promotional and merchandising support. The loss of one or more major retail
accounts or the need to make significant concessions to retain one or more such retail accounts could have a material and adverse effect on our business, results of operations
and financial position.
A retailer may take actions that affect us for reasons that we cannot always anticipate or control, such as their financial condition, changes in their business strategy or
operations, the introduction of competing products or the perceived quality of our brands. Despite operating in different channel segments, our ecommerce platform and retailers
sometimes compete for the same consumers. Because of actual or perceived conflicts resulting from this competition, third-party retailers may take actions that negatively
affect us. Consequently, our financial results may fluctuate significantly from period to period based on the actions of one or more significant third-party retailers.
Our marketing strategy involves continued expansion into the DTC channel, which may present risks and challenges that we have not yet experienced or contemplated, or
for which we are not adequately prepared. These risks and challenges could negatively affect our sales in these channels and our profitability.
The marketplace in which we operate is highly competitive and in recent years has seen the entrance of new competitors and products targeting similar consumer groups as our
business. To stay competitive and forge new connections with consumers, we are continuing investment in the expansion of our DTC channel. Expanding our DTC channel
may require significant investment in ecommerce platforms, marketing, fulfillment, information technology infrastructure and other known and unknown costs. The success of
our DTC channel depends on our ability to maintain the efficient and uninterrupted operation of online order-processing and fulfillment and delivery operations. As such, we
are heavily dependent on the performance of third-parties for shipping and technology. Any system interruptions or delays could prevent potential consumers from purchasing
our wines directly.
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Our consumer acquisition strategy, in our DTC channel or otherwise, may also prove to be inefficient or unsuccessful. We devote substantial time, money and effort acquiring
new consumers and our consumer acquisition strategies may prove to be less effective or more costly than our competitors. Any failure in our consumer acquisition strategy
may be damaging to our business or results of operations.
Additionally, we may be unable to adequately adapt to shifts in consumer preferences for points of purchase, such as an increase in at-home delivery during the COVID-19
pandemic, and our competitors may react more rapidly or with improved consumer experiences. A failure to react quickly to these and other changes in consumer preferences,
or to create infrastructure to support new or expanding sales channels may materially and adversely affect our business, results of operations and financial results.
We rely significantly on revenue from members and may not be successful in maintaining or expanding our subscription-based offerings, our level of engagement with
members or their spending with us, which could harm our business, financial condition, or operating results.
Historically, the majority of our revenue has been derived from members who purchase subscription-based offerings. These subscriptions can be canceled at any time. We
significantly rely, and expect to continue to significantly rely in the short-term, on these members for a majority of our revenue. The introduction of competitors’ offerings with
lower prices for consumers, fluctuations in prices, a lack of member satisfaction with our monthly themes or brands, changes in consumer purchasing habits, including an
increase in the use of competitors’ products or offerings and other factors could result in declines in our subscriptions and in our revenue, which would have an adverse effect
on our business, financial condition and results of operations. Because we derive a majority of our revenue from members who purchase these subscription-based brands, any
material decline in demand for these offerings could have an adverse impact on our future revenue and results of operations. In addition, if we are unable to successfully
introduce new subscription-based offerings, our revenue growth may decline, which could have a material adverse effect on our business, financial condition, and results of
operations.
If existing members no longer find our brands appealing or appropriately priced, they may make fewer purchases and may cancel their subscriptions or stop purchasing our
brands. Even if our existing members continue to find our offerings appealing, they may decide to reduce their subscription and purchase less merchandise over time as their
demand for new brands declines. A decrease in the number of members, a decrease in member spending on the brands we offer, or our inability to attract high-quality members
could negatively affect our operating results.
Failure to leverage our brand value propositions to compete against private label products, especially during an economic downturn, may adversely affect our ability to
achieve or maintain profitability.
We compete not only with other widely advertised branded products, but also with private label products that generally are sold at lower prices. Consumers are more likely to
purchase our brands if they believe that our brands provide greater value than less expensive alternatives. If the difference in perceived value between our brand and private
label products narrows, or if there is a perception of such a narrowing, consumers may choose not to buy our brands at prices that are profitable for us. We believe that in
periods of economic uncertainty, such as the current economic uncertainty surrounding the COVID-19 pandemic, consumers may purchase more lower-priced private label or
other economy brands. To the extent this occurs, we could experience a reduction in the sales volume of our brands or an unfavorable shift in our brand mix, which could have
an adverse effect on our business, financial condition, results of operations and prospects.
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The success of our business depends heavily on the strength of brands, and our brands and reputation may be diminished due to real or perceived quality, safety, efficacy or
environmental impact issues with our brands, which could have an adverse effect on our business, financial condition, results of operations and prospects.
Maintaining and expanding our reputation as a premier producer of premium wine among our consumers and the premium wine market generally is critical to the success of our
business and our growth strategy. Maintaining, promoting and positioning our brand and reputation will depend on, among other factors, the success of our brands, product
safety, quality assurance, marketing and merchandising efforts, our continued focus on delivering high-quality and culturally relevant brands to our consumers and our ability to
provide a consistent, enjoyable consumer experience.
However, if we are unable to maintain the actual or perceived quality of our wines, including as a result of contamination or tampering, environmental or other factors impacting
the quality of our grapes or other raw materials, or if our wines otherwise do not meet the subjective expectations or tastes of one or more of a relatively small number of wine
critics, the actual or perceived quality and value of one or more of our wines could be harmed, which could negatively impact not only the value of that wine, but also the value
of the vintage, the particular brand or our broader portfolio. As a result, we are dependent on our winemakers and tasting panels to ensure that every wine we release meets our
exacting quality standards. Any negative publicity, regardless of its accuracy, could have an adverse effect on our business. Brand value is based on perceptions of subjective
qualities, and any incident that erodes the loyalty of our consumers, suppliers, wholesale distributors or retailers, including changes to our brands or packaging, adverse publicity
or a governmental investigation, litigation or regulatory enforcement action, could significantly reduce the value of our brand and adversely affect our business, financial
condition, results of operations and prospects.
With the advent of social media, word spreads quickly within the premium wine market, which can accentuate both the positive and the negative reviews of our wines and of
wine vintages generally. Public perception of our brands could be negatively affected by adverse publicity or negative commentary on social media outlets, particularly negative
commentary on social media outlets that goes “viral,” or our responses relating to, among other things:
·

an actual or perceived failure to maintain high-quality, safety, ethical, social and environmental standards for all of our operations and activities;

·

an actual or perceived failure to address concerns relating to the quality, safety or integrity of our wines;

·

our environmental impact, including our use of agricultural materials, packaging, water and energy use, and waste management; or

·

an actual or perceived failure by us to promote the responsible consumption of alcohol.

If we do not produce wines that are well-regarded by the relatively small wine critic community, the premium wine market could quickly become aware of this determination
and our reputation, brands, business and financial results of operation could be materially and adversely affected. In addition, if certain vintages receive negative publicity or
consumer reaction, whether as a result of our wines or wines of other producers, our wines in the same vintage could be adversely affected. Unfavorable publicity, whether
accurate or not, related to our industry, us, our winery brands, marketing, personnel, operations, business performance or prospects could also unfavorably affect our corporate
reputation, stock price, ability to attract high-quality talent or the performance of our business.
Any contamination or other quality control issue could have an adverse effect on sales of the impacted wine or our broader portfolio of brands. If any of our wines become
unsafe or unfit for consumption, cause injury or are otherwise improperly packaged or labeled, we may have to engage in a brand recall and/or be subject to liability and incur
additional costs. A widespread recall, multiple recalls, or a significant product liability judgment against us could cause our wines to be unavailable for a period of time,
depressing demand and our brand equity. Even if a product liability claim is unsuccessful or is not fully pursued, any resulting negative publicity could adversely affect our
reputation with existing and potential consumers and retail accounts, as well as our corporate and individual winery brands image in such a way that current and future sales
could be diminished. In addition, should a competitor experience a recall or contamination event, we could face decreased consumer confidence by association as a producer of
similar products.
We also have no control over our brands once purchased by consumers. For example, consumers may store or use our brands under conditions and for periods of time
inconsistent with approved storage guidelines, which may adversely affect the quality and safety of our products.
Additionally, third parties may sell wines or inferior brands that imitate our brands or that are counterfeit versions of our labels, and consumers could be duped into thinking
that these imitation labels are our authentic wines. A negative consumer experience with such a wine could cause them to refrain from purchasing our brands in the future and
damage our brand integrity. Any failure to maintain the actual or perceived quality of our wines could materially and adversely affect our business, results of operations and
financial results.
Damage to our reputation or loss of consumer confidence in our wines for any of these or other reasons could result in decreased demand for our wines and could have a
material adverse effect on our business, operational results and financial results, as well as require additional resources to rebuild our reputation, competitive position and
winery brand strength.
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If our brands are found to be, or perceived to be, defective or unsafe, or if they otherwise fail to meet our consumers’ expectations, our relationships with consumers could
suffer, the appeal of our brand could be diminished, we may need to recall some of our brands and/or become subject to regulatory action, and we could lose sales or market
share or become subject to boycotts or liability claims. In addition, safety or other defects in our competitors’ products or products using similar names to those of our brands
could reduce consumer demand for our own brands if consumers view them to be similar. Any such adverse effect could be exacerbated by our market positioning as a
purveyor of high-quality and culturally relevant brands and may significantly reduce our brand value. Issues regarding the safety, efficacy, quality or environmental impact of
any of our brands, regardless of the cause, may have an adverse effect on our brand, reputation and operating results. Further, the growing use of social and digital media by us,
our consumers and third parties increases the speed and extent that information or misinformation and opinions can be shared. Negative publicity about us, our brands on social
or digital media could seriously damage our brand and reputation. Any loss of confidence on the part of consumers in the quality, safety, efficacy or environmental suitability of
our brands would be difficult and costly to overcome, even if such concerns were based on inaccurate or misleading information. If we do not maintain the favorable perception
of our brand, our business, financial condition, results of operations and prospects could be adversely affected.
Economic downturns or a change in consumer preferences, perception and spending habits in the wine category, in particular, could limit consumer demand for our
brands and negatively affect our business.
We have positioned our brand to capitalize on growing consumer interest in high-quality and culturally relevant brands. The wine beverage industry is sensitive to national and
regional economic conditions and the demand for the brands that we distribute may be adversely affected from time to time by economic downturns that impact consumer
spending, including discretionary spending. Future economic conditions such as employment levels, business conditions, housing starts, interest rates, inflation rates, energy and
fuel costs and tax rates could reduce consumer spending or change consumer purchasing habits. Among these changes could be a reduction in the number of wine brands that
consumers purchase where there are alternatives, given that many products in this category often have higher retail prices than other alcoholic or non-alcoholic alternatives.
Further, the markets in which we operate are subject to changes in consumer preference, perception and spending habits. Our performance depends significantly on factors that
may affect the level and pattern of consumer spending in the markets in which we operate. Such factors include consumer preference, consumer confidence, consumer income,
consumer perception of the safety and quality of our brands and shifts in the perceived value for our brands relative to alternatives. In addition, media coverage regarding the
safety or quality of our brands or the raw materials, ingredients or processes involved in their production may damage consumer confidence in our brands. A general decline in
the consumption of our brands could occur at any time as a result of change in consumer preference, perception, confidence and spending habits, including an unwillingness to
pay a premium or an inability to purchase our brands due to financial hardship or increased price sensitivity, which may be exacerbated by the effects of the COVID-19
pandemic. If consumer preferences shift away from our brands, our business, financial condition and results of operations could be adversely affected.
The success of our brands depends on a number of factors including our ability to accurately anticipate changes in market demand and consumer preferences, our ability to
differentiate the quality of our brands from those of our competitors, and the effectiveness of our marketing and advertising campaigns for our brands. We may not be
successful in identifying trends in consumer preferences and developing brands that respond to such trends in a timely manner. We also may not be able to effectively promote
our brands by our marketing and advertising campaigns and gain market acceptance. If our brands fail to gain market acceptance, are restricted by regulatory requirements or
have quality problems, we may not be able to fully recover costs and expenses incurred in our operation, and our business, financial condition, results of operations and
prospects could be adversely affected.
Our ability to maintain our competitive position is largely dependent on the services of our senior management and other key personnel.
Our ability to maintain our competitive position is largely dependent on the services of our senior management and other key personnel. The loss of the services of any of these
individuals could have an adverse effect on our business, financial condition, results of operations and prospects.
In addition, our future success depends on our continued ability to attract, develop, motivate and retain highly qualified and skilled employees. The market for such positions is
competitive. Qualified individuals are in high demand and we may incur significant costs to attract them. In addition, the loss of any of our senior management or other key
employees or our inability to recruit and develop mid-level managers could adversely affect our ability to execute our business plan and we may be unable to find adequate
replacements. All of our employees are at-will employees, meaning that they may terminate their employment relationship with us at any time, and their knowledge of our
business and industry would be extremely difficult to replace. If we fail to retain talented senior management and other key personnel, or if we do not succeed in attracting wellqualified employees or retaining and motivating existing employees, our business, financial condition, results of operations and prospects could be adversely affected.
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Use or ineffective use of social media and influencers may adversely affect our reputation or subject us to fines or other penalties.
We use third-party social media platforms as, among other things, marketing tools. For example, we maintain Instagram, Facebook, Pinterest and Twitter accounts. We also
maintain relationships with thousands of social media influencers and engage in sponsorship initiatives. As existing ecommerce and social media platforms continue to rapidly
evolve and new platforms develop, we must continue to maintain a presence on these platforms and establish presences on new or emerging social media platforms. If we are
unable to cost-effectively use social media platforms as marketing tools or if the social media platforms we use change their policies or algorithms, we may not be able to fully
optimize such platforms, and our ability to maintain and acquire consumers and our financial condition may suffer. Furthermore, as laws and regulations and public opinion
rapidly evolve to govern the use of these platforms and devices, the failure by us, our employees, our network of social media influencers, our sponsors or third parties acting at
our direction to abide by applicable laws and regulations in the use of these platforms and devices or otherwise could subject us to regulatory investigations, class action
lawsuits, liability, fines or other penalties and have an adverse effect on our business, financial condition, results of operations and prospects.
In addition, an increase in the use of social media influencers for product promotion and marketing may cause an increase in the burden on us to monitor compliance of the
content they post, and increase the risk that such content could contain problematic product or marketing claims in violation of applicable laws and regulations. For example, in
some cases, the Federal Trade Commission, or the FTC, has sought enforcement action where an endorsement has failed to clearly and conspicuously disclose a financial
relationship or material connection between an influencer and an advertiser. We do not control the content that our influencers post, and if we were held responsible for any
false, misleading or otherwise unlawful content of their posts or their actions, we could be fined or subjected to other monetary liabilities or forced to alter our practices, which
could have an adverse impact on our business.
Negative commentary regarding us, our brands or influencers and other third parties who are affiliated with us may also be posted on social media platforms and may be
adverse to our reputation or business. Influencers with whom we maintain relationships could engage in behavior or use their platforms to communicate directly with our
consumers in a manner that reflects poorly on our brand and may be attributed to us or otherwise adversely affect us. It is not possible to prevent such behavior, and the
precautions we take to detect this activity may not be effective in all cases. The harm may be immediate, without affording us an opportunity for redress or correction.
We may be unable to accurately forecast revenue and appropriately plan our expenses in the future, and any failure to meet forecasted revenue or other financial figures
may have an adverse impact on our financial position and stock price.
Revenue and results of operations are difficult to forecast because they generally depend on the volume, timing and type of orders we receive across our various channels, all of
which are uncertain. Forecasts may be particularly challenging as we expand into new markets and geographies and develop and market new brands. We base our expense
levels and investment plans on our estimates of revenue and gross profit. We cannot be sure the same growth rates and trends are meaningful predictors of future growth. If our
assumptions prove to be wrong, we may spend more than we anticipate acquiring and retaining consumers or may generate lower revenue per consumer than anticipated, either
of which could have an adverse effect on our business, financial condition, results of operations and prospects.
We rely heavily on consumer data and certain of the data that we track is subject to inherent challenges in measurement, and any inaccuracies in such data may negatively
affect our business.
We rely heavily on certain data that we track using internal data analytics tools and we rely on data received from third parties, including third-party platforms, which have
certain limitations. Data from these sources may include information relating to fraudulent accounts and interactions with our sites or the social media accounts of our business
or of our influencers (including as a result of the use of bots, or other automated or manual mechanisms to generate false impressions that are delivered through our sites or their
accounts). We have only a limited ability to verify data from our sites or third parties, and perpetrators of fraudulent impressions may change their tactics and may become more
sophisticated, which would make it still more difficult to detect such activity.
Our methodologies for tracking data may also change over time. If we undercount or overcount performance due to the internal data analytics tools we use or experience issues
with the data received from third parties, or if our internal data analytics tools contain algorithmic or other technical errors, the data we track may not be accurate. In addition,
limitations, changes or errors with respect to how we measure data may affect our understanding of certain details of our business, which could affect our longer-term
strategies. If we are not able to obtain and track accurate data, our business, financial condition, results of operations and prospects could be adversely affected.
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The consumer reception of the launch and expansion of our brands is inherently uncertain and may present new and unknown risks and challenges in production and
marketing that we may fail to manage optimally and which could have a materially adverse effect on our business, results of operations and financial results.
New brand development and innovation is core to our marketing strategy and a significant portion of our net revenues are derived from new brands. To continue our growth and
compete with new and existing competitors, we may need to innovate and develop a robust pipeline of new brands. The launch and continued success of new brands is
inherently uncertain, particularly with respect to consumer appeal and market share capture. An unsuccessful launch may impact consumer perception of our existing brands
and reputation, which are critical to our ongoing success and growth. Unsuccessful implementation or short-lived success of new brands may result in write-offs or other
associated costs which may materially and adversely affect our business, results of operations and financial results. In addition, the launch of new brand offerings may result in
cannibalization of sales of existing brands in our portfolio.
Our results of operations may be impacted by price concessions, promotional activities, credits and other factors.
We have incurred, and expect to continue to incur, significant advertising and promotional expenditures to enhance our brands and raise consumer awareness in both existing
and emerging categories. These expenditures may adversely affect our results of operations in a particular quarter or even a full fiscal year and may not result in increased sales.
Variations in the levels of advertising and promotional expenditures have in the past caused, and are expected in the future to continue to cause, variability in our quarterly
results of operations. While we strive to invest only in effective advertising and promotional activities in both the digital and traditional segments, it is difficult to correlate such
investments with sales results, and there is no guarantee that our expenditures will be effective in building brand strength or growing long term sales.
Additionally, retailers may at times require price concessions that would negatively impact our margins and our ability to achieve or maintain profitability. If we are not able to
lower our cost structure adequately in response to consumer pricing demands, and if we are not able to attract and retain a profitable consumer mix and a profitable product
mix, our ability to achieve or maintain profitability could be adversely affected.
In addition, we periodically offer credits through various programs to wholesale distributors, including temporary price reductions, off-invoice discounts, and other trade
activities. We anticipate that these price concessions and promotional activities could adversely impact our revenue and that changes in such activities could adversely impact
period over period results. If we are not correct in predicting the performance of such promotions, or if we are not correct in estimating credits, our business, financial condition,
results of operations and prospects could be adversely affected.
Our inability to develop and maintain strong relationships with retailers in order to maximize our presence in retail stores could adversely impact our revenue, and in turn
our business, financial condition, results of operations and prospects could be adversely affected.
Our operations include sales through wholesale distributors to retail stores and their related websites, which accounted for approximately 13% of our net revenues in 2020. The
successful growth of our wholesale business is dependent in part on our continuing development of strong relationships with major retail chains. The loss of our shelf space with
Whole Foods or any other large retailer could have a significant impact on our revenue. In addition, we may be unable to secure adequate shelf space in new markets, or any
shelf space at all, until we develop relationships with the retailers that operate in such markets. Consequently, growth opportunities through our retail channel may be limited
and our revenue, business, financial condition, results of operations and prospects could be adversely affected if we are unable to successfully establish relationships with other
retailers in new or current markets.
We also face severe competition to display our brands on store shelves and obtain optimal presence on those shelves. Due to the intense competition for limited shelf space,
retailers are in a position to negotiate favorable terms of sale, including price discounts, allowances and brand return policies. To the extent we elect to increase discounts or
allowances in an effort to secure shelf space, our operating results could be adversely affected. We may not be able to increase or sustain our volume of retail shelf space or
offer retailers price discounts sufficient to overcome competition and, as a result, our sales and results of operations could be adversely affected. In addition, many of our
competitors have significantly greater financial, production, marketing, management and other resources than we do and may have greater name recognition, a more established
distribution network and a larger base of wholesale distributors. If our competitors’ sales surpass ours, retailers may give higher priority to our competitors’ products, causing
such retailers to reduce their efforts to sell our brands and resulting in the loss of advantageous shelf space, which in turn could adversely impact our revenue, and in turn our
business, financial condition, results of operations and prospects could be adversely affected.
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Significant product returns or refunds could harm our business.
We allow our DTC consumers to return products and we offer refunds, subject to our return and refunds policy. If product returns or refunds are significant or higher than
anticipated and forecasted, our business, financial condition, results of operations and prospects could be adversely affected. Further, we and our retailers modify policies
relating to returns or refunds from time to time, and may do so in the future, which may result in consumer dissatisfaction and harm to our reputation or brand, or an increase in
the number of product returns or the amount of refunds we make. From time to time our products are damaged in transit, which can increase return rates and harm our brand,
which in turn could adversely impact our revenue, and in turn our business, financial condition, results of operations and prospects could be adversely affected.
Our business may be adversely affected if we are unable to provide our consumers with a technology platform that is able to respond and adapt to rapid changes in
technology, if our platform encounters disruptions in usability or if our consumers find our platform less usable or attractive than those of our competitors.
The number of people who access the Internet through devices other than personal computers, including mobile phones, tablets, television set-top devices and similar hand-held
devices, has increased dramatically in recent years. Adapting our services and/or infrastructure to these devices as well as other new Internet, networking or telecommunications
technologies could be time-consuming and could require us to incur substantial expenditures, which could have an adverse effect on our business, financial condition, results of
operations and prospects. Ultimately, the versions of our website and mobile applications developed for these devices may not be compelling to consumers.
Additionally, as new mobile devices and platforms are released, it is difficult to predict the problems we may encounter in developing applications for alternative devices and
platforms and we may need to devote significant resources to the creation, support and maintenance of such applications. If we or our retailers are unable to attract consumers to
our or their websites or mobile applications through these devices or are slow to develop a version of such websites or mobile applications that are more compatible with
alternative devices, we may fail to capture a significant share of new consumers and could also lose existing consumers, which could have an adverse effect on our business,
financial condition, results of operations and prospects.
Further, we continually upgrade existing technologies and business applications and we may be required to implement new technologies or business applications in the future.
The implementation of upgrades and changes requires significant investments. Our results of operations may be affected by the timing, effectiveness and costs associated with
the successful implementation of any upgrades or changes to our systems and infrastructure. In the event that it is more difficult for our consumers to buy brands from us on
their mobile devices, or if our consumers choose not to buy brands from us on their mobile devices or to use mobile products or platforms that do not offer access to our
website, we could lose existing consumers and fail to attract new consumers. Even if we build and maintain a platform that is effective and attractive to our consumers, there is
no guarantee our platforms will not encounter disruptions or outages and diminish our consumers’ satisfaction. As a result, our consumer growth could be harmed and our
business, financial condition, results of operations and prospects could be adversely affected.
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We are subject to risks related to online payment methods, including third-party payment processing-related risks.
We currently accept payments using a variety of methods, including credit card, debit card, Apple Pay, PayPal and gift cards. As we offer new payment options to consumers,
we may be subject to additional regulations, compliance requirements, fraud and other risks. We also rely on third parties to provide payment processing services, and for
certain payment methods, we pay interchange and other fees, which may increase over time and raise our operating costs and affect our ability to achieve or maintain
profitability. We are also subject to payment card association operating rules and certification requirements, including the Payment Card Industry Data Security Standard, or
PCI-DSS, and rules governing electronic funds transfers, which could change or be reinterpreted to make it difficult or impossible for us to comply. If we (or a third-party
processing payment card transactions on our behalf) suffer a security breach affecting payment card information, we may have to pay onerous and significant fines, penalties
and assessments arising out of the major card brands’ rules and regulations, contractual indemnifications or liability contained in merchant agreements and similar contracts,
and we may lose our ability to accept payment cards for payment for our goods and services, which could materially impact our operations and financial performance.
Furthermore, as our business changes, we may be subject to different rules under existing standards, which may require new assessments that involve costs above what we
currently incur for compliance. As we offer new payment options to consumers, including by way of integrating emerging mobile and other payment methods, we may be
subject to additional regulations, compliance requirements and fraud. If we fail to comply with the rules or requirements of any provider of a payment method we accept, if the
volume of fraud in our transactions limits or terminates our rights to use payment methods we currently accept, or if a data breach occurs relating to our payment systems, we
may, among other things, be subject to fines or higher transaction fees and may lose, or face restrictions placed upon, our ability to accept credit card payments from consumers
or facilitate other types of online payments.
We may in the future incur losses from various types of fraud, including stolen credit card numbers, claims that a consumer did not authorize a purchase, merchant fraud and
consumers who have closed bank accounts or have insufficient funds in open bank accounts to satisfy payments. We occasionally receive orders placed with fraudulent data and
we may ultimately be held liable for the unauthorized use of a cardholder’s card number in an illegal transaction and be required by card issuers to pay charge-back fees.
Charge-backs result not only in our loss of fees earned with respect to the payment, but also leave us liable for the underlying money transfer amount. If our charge-back rate
becomes excessive, card associations also may require us to pay fines or refuse to process our transactions. In addition, under current credit card practices, we are liable for
fraudulent credit card transactions because we do not obtain a cardholder’s signature. Further, we may be subject to additional fraud risk if third-party service providers or our
employees fraudulently use consumer information for their own gain or facilitate the fraudulent use of such information. Although we have measures in place to detect and
reduce the occurrence of fraudulent activity in our marketplace, those measures may not always be effective. Our failure to adequately prevent fraudulent transactions could
damage our reputation, result in litigation or regulatory action and additional expenses and our business, financial condition, results of operations and prospects could be
adversely affected. If any of these events were to occur, our business, financial condition, results of operations and prospects could be adversely affected.
We intend to grow our business through acquisitions of, or investments in, new or complementary businesses, assets, facilities, technologies or products, or through
strategic alliances, and the failure to manage these acquisitions, investments or alliances, or to integrate them with our existing business, could have an adverse effect on
us.
From time to time, we may consider opportunities to acquire or make investments in new or complementary businesses, assets, facilities, technologies, offerings, or products, or
enter into strategic alliances, that may enhance our capabilities, expand our outsourcing and supplier network, complement our current brands or expand the breadth of our
markets. For example, in 2021 we purchased certain assets of Natural Merchants, Inc., an international wine importer.
Acquisitions, investments and other strategic alliances involve numerous risks, including:
·
problems integrating the acquired business, assets, facilities, technologies or products, including issues maintaining uniform standards, procedures, controls and
policies;
·

risks associated with quality control and brand reputation;

·

unanticipated costs associated with acquisitions, investments or strategic alliances;

·

diversion of management’s attention from our existing business;

·

adverse effects on existing business relationships with suppliers, wholesale distributors and retailers;

·

risks associated with any dispute that may arise with respect to such strategic alliance;

·

risks associated with entering new markets in which we may have limited or no experience;

·

potential loss of key employees of acquired businesses; and

·

increased legal and accounting compliance costs.
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Our ability to successfully grow through strategic transactions depends upon our ability to identify, negotiate, complete and integrate suitable target businesses, assets, facilities,
technologies and products and to obtain any necessary financing. These efforts could be expensive and time-consuming and may disrupt our ongoing business and prevent
management from focusing on our operations. If we are unable to identify suitable acquisitions or strategic relationships, or if we are unable to integrate any acquired
businesses, assets, facilities, technologies and products effectively, our business, financial condition, results of operations and prospects could be adversely affected. Further,
while we employ several different methodologies to assess potential business opportunities, the new businesses may not meet or exceed our expectations, which could result in
write-downs of assets or goodwill or impairment charges.
The COVID-19 pandemic could have an adverse effect on our business, financial condition, results of operations and prospects.
In connection with the COVID-19 pandemic, governments implemented significant measures, including closures, quarantines, travel restrictions and other social distancing
directives, intended to control the spread of the virus. Companies have also taken precautions, such as requiring employees to work remotely, imposing travel restrictions and
temporarily closing businesses. Although as of September 2021, the global economy has begun to recover and the widespread availability of vaccines has encouraged greater
economic activity, we are continuing to monitor the situation, and we cannot predict for how long, or the ultimate extent to which, the pandemic may disrupt our operations. The
COVID-19 pandemic has had and continues to have an adverse impact on global economic conditions and consumer confidence and spending, which could adversely affect our
supply chain as well as the demand for our brands. The fluid nature of the COVID-19 pandemic and uncertainties regarding the related economic impact are likely to result in
sustained market turmoil, which could also have an adverse effect on our business, financial condition, results of operations and prospects.
The impact of the COVID-19 pandemic on any of our suppliers, wholesale distributors, retailers or ecommerce vendors or transportation or logistics providers may negatively
affect the price and availability of our materials and impact our supply chain. If the disruptions caused by the COVID-19 pandemic continue for an extended period of time, our
ability to meet the demands of our consumers may be materially impacted. For example, government restrictions may limit the personnel available to receive or ship brands at
our distribution centers. In addition, the continuing effects caused by the COVID-19 pandemic may negatively impact collections of accounts receivable and cause some of our
retailers to go out of business, all of which could adversely affect our business, financial condition, results of operations and prospects.
Further, the COVID-19 pandemic may impact consumer demand and demand from wholesale distributors and retailers. Retail stores may be impacted if governments continue
to implement regional business closures, quarantines, travel restrictions and other social distancing directives to slow the spread of the virus. Further, to the extent our retailers’
operations are negatively impacted, our consumers may reduce demand for or spending on our products, or consumers or retailers may delay payments to us or request payment
or other concessions. There may also be significant reductions or volatility in consumer demand for our products due to travel restrictions or social distancing directives, as well
as the temporary inability of consumers to purchase our products due to illness, quarantine or financial hardship, shifts in demand away from one or more of our products,
decreased consumer confidence and, any of which may negatively impact our results, including as a result of an increased difficulty in planning for operations. Additionally, we
may be unable to effectively modify our trade promotion and advertising activities to reflect changing consumer viewing and shopping habits due to event cancellations, reduced
in-store visits and travel restrictions, among other things.
Beginning in March 2020, we saw an increase in DTC demand, primarily, we believe, as a result of purchases arising from more consumers working remotely during the
COVID-19 pandemic and thus, spending more time at home and the unavailability of public venues. If remote work conditions end, more public venues reopen and consumers
spend less time at home, our members may elect to purchase fewer products or may elect to purchase products from traditional brick and mortar stores rather than from our
website, which could materially and adversely affect our business and results of operations.
The extent of the COVID-19 pandemic’s effect on our operational and financial performance will also depend on future developments, including the duration and intensity of
the pandemic, and the emergence of variants of COVID-19 and related developments, all of which are uncertain and difficult to predict considering the rapidly evolving
landscape. As a result, it is not currently possible to ascertain the overall impact of the COVID-19 pandemic on our business. However, if the pandemic continues to persist as a
severe worldwide health crisis, the disease could have an adverse effect on our business, financial condition, results of operations and prospects, and may also have the effect of
heightening many of the other risks described in this “Risk Factors” section.
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Our business performance by segment may be subject to significant variability.
Consumer demand and net sales among our wholesale and DTC channels are subject to seasonal fluctuations. While we have not in the past experienced significant variability
among our results of operations in the aggregate, our business performance by segment has displayed seasonal trends. A failure by us to adequately prepare for periods of
changed demand within any particular segment, or any event that disrupts our distribution channels during those periods, could have a material adverse effect on our business
and results of operations.
In addition to the seasonality of our wholesale and DTC channels, our financial performance is influenced by a number of factors which are difficult to predict and variable in
nature. These include cost volatility for raw materials, production yields and inventory availability and the evolution of our sales channel mix, as well as external trends in
weather patterns and discretionary consumer spending. A number of other factors which are inherently difficult to predict could affect the seasonality or variability of our
financial performance in any impacted segment. Therefore, the performance of our wholesale or DTC segments may vary on a quarterly basis, and the results of a section during
one period may not be indicative of that segment’s results during any other future period.
The agreements governing our indebtedness will require us to meet certain operating and financial covenants and place restrictions on our operating and financial
flexibility. If we raise capital through additional debt financing, the terms of any new debt could further restrict our ability to operate our business.
We are party to a credit agreement, or the PMB Credit Agreement, with Pacific Mercantile Bank providing for a $7.0 million revolving line of credit, or the PMB Line of
Credit. The PMB Line of Credit bears interest at a variable annual rate equal to 1.25% plus the prime rate and matures on March 31, 2022. Under the PMB Credit Agreement,
we are required to pay an annual fee equal to 0.25% of the revolving credit commitment in effect on the date that the fee is due. The PMB Credit Agreement also contains
various affirmative and negative covenants and restrictions that limit our ability to engage in certain activities, including, among other things, incurring certain types of
additional indebtedness (including certain guarantees or other contingent obligations) or consolidating, merging, selling or otherwise disposing of all or substantially all of our
assets or acquiring all or substantially all of the assets or business of another person. We are also party to a loan and security agreement, the Multiplier LSA, with Multiplier
Capital II, LP, or Multiplier, providing for a term loan of $5.0 million, or the Multiplier Term Loan. The Multiplier Term Loan matures on June 29, 2022 and bears interest at a
variable annual rate equal to the prime rate plus 6.25%, with a minimum interest rate of 11.5% per annum and a maximum interest rate of 14.0% per annum. The Multiplier
Term Loan also carries certain fees, including (i) a $100,000 loan fee due on the earliest of the maturity date, the date the loan is paid in full and the date of any event of default
that results in the acceleration of our obligations under the Multiplier LSA, and (ii) a prepayment fee equal to 5.0% of the amount prepaid, if the prepayment occurs on or prior
to the first anniversary of the when funds were first disbursed under the Multiplier LSA, or the Disbursement Date, 3.0% of the amount prepaid if the prepayment occurs
between the first and second anniversaries of the Disbursement Date and 1.0% of the amount prepaid if the prepayment occurs after the second anniversary of the Disbursement
Date. The Multiplier Term Loan is secured by substantially all of our assets. We refer to the PMB Credit Agreement and the Multiplier LSA collectively as our Credit
Agreements. As of September 30, 2021, we had $5.5 million outstanding under our Credit Agreements.
Our Credit Agreements contain affirmative and negative covenants, indemnification provisions and events of default. The affirmative covenants include, among others,
administrative, reporting and legal covenants, in each case subject to certain exceptions. The negative covenants include, among others, limitations on our and our subsidiaries’
abilities to, in each case subject to certain exceptions:
·

make restricted payments including dividends and distributions;

·

use proceeds from the PMB Line of Credit for purposes other than for working capital;

·

incur additional indebtedness;

·

incur liens;

·

enter into fundamental changes including mergers and consolidations;

·

engage in certain sale leaseback transactions;

·

sell assets, including capital stock of subsidiaries;

·

make certain investments;

·

create negative pledges or restrictions on the payment of dividends or payment of other amounts owed from subsidiaries

·

make prepayments or modify documents governing material debt that is subordinated with respect to right of payment;

·

enter into certain transactions with affiliates;

·

change our fiscal year; and

·

change our lines of business.
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The Multiplier LSA also contains a financial covenant that requires us to maintain a minimum cash balance of $1.25 million and mutually agreed upon minimum amounts of
earnings, defined as net income or loss before interest, taxes, depreciation and other non-cash amortization expenses, less capital software development expenses. As a result of
the restrictions described above, we will be limited as to how we conduct our business and we may be unable to raise additional debt or equity financing to take advantage of
new business opportunities. The terms of any future indebtedness we may incur could include more restrictive covenants. We have previously breached similar covenants in
prior credit facilities. We cannot assure you that we will be able to maintain compliance with these covenants in the future and, if we fail to do so, that we will be able to obtain
waivers from the lenders or amend the covenants.
Our ability to comply with the covenants and restrictions contained in the Credit Agreements may be affected by economic, financial and industry conditions beyond our
control. The restrictions in the Credit Agreements may also prevent us from taking actions that we believe would be in the best interests of our business and may make it
difficult for us to execute our business strategy successfully or effectively compete with companies that are not similarly restricted. Even if the Credit Agreements are
terminated, any additional debt that we incur in the future could subject us to similar or additional covenants.
The Credit Agreements include customary events of default, including failure to pay principal, interest or certain other amounts when due; material inaccuracy of
representations and warranties; violation of covenants; specified cross-default and cross-acceleration to other material indebtedness; certain bankruptcy and insolvency events;
certain events relating to the Employee Retirement Income Security Act of 1974; certain undischarged judgments; material invalidity of guarantees or grant of security interest;
and change of control, in certain cases subject to certain thresholds and grace periods.
Our failure to comply with the restrictive covenants described above as well as other terms of our indebtedness could result in an event of default, which, if not cured or waived,
could result in the lenders declaring all obligations, together with accrued and unpaid interest, immediately due and payable and take control of the collateral, potentially
requiring us to renegotiate the Credit Agreements on terms less favorable to us. If we are forced to refinance these borrowings on less favorable terms or are unable to refinance
these borrowings, our business, results of operations, financial condition and future prospects could be adversely affected. In addition, such a default or acceleration may result
in the acceleration of any future indebtedness to which a cross-acceleration or cross-default provision applies. If we are unable to repay our indebtedness, lenders having secured
obligations, such as the lenders under the Credit Agreements, could proceed against the collateral securing the indebtedness. In any such case, we may be unable to borrow
under our credit facilities and may not be able to repay the amounts due under our credit facilities. This could have an adverse effect on our business, financial condition,
results of operations and prospects and could cause us to become bankrupt or insolvent.
We could be required to collect additional sales taxes or be subject to other tax liabilities that may increase the costs our consumers would have to pay for our offering and
adversely affect our operating results.
On June 21, 2018, the U.S. Supreme Court held in South Dakota v. Wayfair, Inc. that states could impose sales tax collection obligations on out-of-state retailers even if those
retailers lack any physical presence within the states imposing sales taxes. Under Wayfair, a person requires only a “substantial nexus” with the taxing state before the state may
subject the person to sales tax collection obligations therein. An increasing number of states, both before and after the Supreme Court’s ruling, have considered or adopted laws
that attempt to impose sales tax collection obligations on out-of-state retailers. The Supreme Court’s Wayfair decision has removed a significant impediment to the enactment of
these laws, and it is possible that states may seek to tax out-of-state retailers, including for prior tax years. Although we believe that we currently collect sales taxes in all states
that have adopted laws imposing sales tax collection obligations on out-of-state retailers since Wayfair was decided, a successful assertion by one or more jurisdictions requiring
us to collect sales taxes where we presently do not do so, or to collect more taxes in a jurisdiction in which we currently do collect some sales taxes, could result in substantial
tax liabilities, including taxes on past sales, as well as penalties and interest. The imposition by state governments of sales tax collection obligations on out-of-state retailers in
jurisdictions where we do not currently collect sales taxes, whether for prior years or prospectively, could also create additional administrative burdens for us, put us at a
competitive disadvantage if they do not impose similar obligations on our competitors and decrease our future sales, which could have an adverse effect on our business,
financial condition, results of operations and prospects.
49

Our ability to utilize our net operating loss carryforwards and certain other tax attributes may be limited.
We have incurred substantial losses since inception. As of December 31, 2020, we had federal and state net operating loss carryforwards of approximately $47.5 million and
$47.1 million, respectively. The federal loss carryforwards, except the federal loss carryforwards arising in tax years beginning after December 31, 2017, begin to expire in 2032
unless previously utilized. Federal net operating losses, or NOLs, arising in tax years beginning after December 31, 2017 have an indefinite carryforward period and do not
expire, but the deduction for these carryforwards is limited to 80% of current-year taxable income for taxable years beginning after 2020. In general, under Sections 382 and
383 of the U.S. Internal Revenue Code of 1986, as amended, a corporation that undergoes an “ownership change” (generally defined as a greater than 50 percentage point
change (by value) in its equity ownership by certain stockholders over a rolling three-year period) is subject to limitations on its ability to utilize its pre-change NOLs to offset
future taxable income. We may experience ownership changes in the future, and are currently evaluating with our independent tax advisors whether and to what extent our
NOLs may be currently limited. In addition, for state income tax purposes, there may be periods during which the use of NOLs or tax credits is suspended or otherwise limited,
which could accelerate or permanently increase state taxes owed. For example, California recently imposed limits on the usability of California NOLs and certain tax credits to
offset California taxable income or California tax liabilities in tax years beginning after 2019 and before 2023. Additionally, state net operating loss carryforwards begin to
expire in 2028. As a result, to the extent that we earn net taxable income, our ability to use our pre-change NOLs to offset such taxable income and our ability to use our tax
credits to reduce our tax liabilities may be subject to limitations.
If we cannot maintain our company culture or focus on our purpose as we grow, our success and our business and competitive position may be harmed.
We believe our culture and our mission have been key contributors to our success to date and that the critical nature of the platform that we provide promotes a sense of greater
purpose and fulfillment in our employees. Any failure to preserve our culture or focus on our mission could negatively affect our ability to retain and recruit personnel, which is
critical to our growth, and to effectively focus on and pursue our corporate objectives. As we grow and develop the infrastructure of a public company, we may find it difficult to
maintain these important values. If we fail to maintain our company culture or focus on our mission our competitive position and business, financial condition, results of
operations and prospects could be adversely affected.
Risks Related to Production, Supply and Service Providers
We rely on our proprietary technology and data to forecast consumer demand and to manage our supply chain, and any failure of this technology or other failure to
accurately forecast demand for our brands could materially adversely affect our business, financial condition and operating results.
To ensure adequate inventory supply, we must forecast inventory needs and place orders with our third-party suppliers before firm orders are placed by our consumers or our
retailers. We rely on our proprietary technology and data to forecast demand and predict our consumers’ orders, determine the amounts of grapes, wine and other supplies to
purchase, and to optimize our in-bound and out-bound logistics for delivery and transport of our supply to our fulfillment centers and of our brand offerings to consumers. If
this technology fails or produces inaccurate information or results at any step in this process-such as if the data we collect from consumers is insufficient or incorrect, if we over
or underestimate future demand or if we fail to optimize delivery routes to our consumers-our inventory could become unsalable, we could experience shortages in key
ingredients, the operational efficiency of our supply chain may suffer (including as a result of excess or shortage of fulfillment center capacity) or our consumers could
experience delays or failures in the delivery of our brand offerings. Moreover, forecasts based on historical data, regardless of any historical patterns or the quality of the
underlying data, are inherently uncertain, and unforeseen changes in consumer tastes or external events could result in material inaccuracy of our forecasts, which could result in
disruptions in our business and our incurrence of significant costs and waste. Factors that could affect our ability to accurately forecast demand for our brands include: an
unanticipated increase or decrease in demand for our brands; our failure to accurately forecast acceptance for our new brands; brand introductions by competitors; unanticipated
changes in general market conditions or other factors, which may result in cancellations of advance orders or a reduction or increase in the rate of reorders or at-once orders
placed by retailers; the impact on demand due to unseasonable weather conditions; weakening of economic conditions or consumer confidence in future economic conditions,
which could reduce demand for discretionary items, such as our brands; and terrorism or acts of war, or the threat thereof, or political or labor instability or unrest, which could
adversely affect consumer confidence and spending or interrupt production and distribution of product and raw materials.
Inventory levels in excess of consumer demand may result in inventory write-downs or write-offs and the sale of excess inventory at discounted prices or in less preferred
distribution channels, which could impair our brand image and harm our business. In addition, if we underestimate the demand for our brands, our third-party manufacturers
may not be able to produce brands to meet our consumer requirements, and this could result in delays in the shipment of our brands and our ability to recognize revenue, lost
sales, as well as damage to our reputation and retailer and wholesale distributor relationships.
The difficulty in forecasting demand also makes it difficult to estimate our future results of operations and financial condition from period to period. A failure to accurately
predict the level of demand for our brands could adversely affect our business, financial condition, results of operations and prospects.
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Our business, including our costs and supply chain, is subject to risks associated with sourcing, production, warehousing, distribution and logistics, and the loss of any of
our key suppliers or logistical service providers could negatively impact our business.
We do not grow our own grapes and instead rely on third parties to supply grapes and bulk wine. All of the brands we offer are made up of ingredients that are produced by a
relatively limited number of third-party producers, and as a result we may be subject to price fluctuations or demand disruptions. Our operating results would be negatively
impacted by increases in the costs of our brands, and we have no guarantees that costs will not rise. In addition, as we expand into new categories and brand types, we expect
that we may not have strong purchasing power in these new areas, which could lead to higher costs than we have historically seen in our current categories. We may not be able
to pass increased costs on, which could adversely affect our operating results. Moreover, in the event of a significant disruption in the supply of the materials used in the
production of the brands we offer, we and the vendors that we work with might not be able to locate alternative suppliers of materials of comparable quality at prices consistent
with our historical experience.
In addition, products and merchandise we receive from wineries and suppliers may not be of sufficient quality or free from damage, or such products may be damaged during
shipping, while stored in our warehouse fulfillment centers or with third-party retail consumers or when returned by consumers. We may incur additional expenses and our
reputation could be harmed if consumers and potential consumers believe that our brands do not meet their expectations, are not properly labeled or are damaged.
We purchase significant amounts of product supply from a limited number of suppliers with limited supply capabilities. There can be no assurance that our current suppliers
will be able to accommodate our anticipated growth or continue to supply current quantities at preferential prices. An inability of our existing suppliers to provide materials in a
timely or cost-effective manner could impair our growth and have an adverse effect on our business, financial condition, results of operations and prospects. We generally do
not maintain long-term supply contracts with any of our suppliers and any of our suppliers could discontinue selling to us at any time. If an agreement with one of our primary
suppliers is terminated or is not renewed, if one of our primary suppliers becomes insolvent, ceases or significantly reduces its operations or experiences financial distress, as a
result of the COVID-19 pandemic or otherwise, or if any environmental, economic or other outside factors impact their operations, our ability to procure grapes, juice, wine, or
other product materials may be temporarily impaired, or we may face increased costs related to such products. The loss of any of our primary suppliers, or the discontinuance of
any preferential pricing or exclusive incentives they currently offer to us could have an adverse effect on our business, financial condition, results of operations and prospects.
We continually seek to expand our base of suppliers, especially as we identify new brands that necessitate new or additional materials. We also require our new and existing
suppliers to meet our ethical and business partner standards. Suppliers may also have to meet governmental and industry standards and any relevant standards required by our
consumers, which may require additional investment and time on behalf of suppliers and us. If we are unable to identify or enter into distribution relationships with new
suppliers or to replace the loss of any of our existing suppliers, we may experience a competitive disadvantage, our business may be disrupted and our business, financial
condition, results of operations and prospects could be adversely affected.
Our principal suppliers currently provide us with certain incentives, such as volume purchasing, trade discounts, cooperative advertising and market development funds. A
reduction or discontinuance of these incentives would increase our costs and could reduce our ability to achieve or maintain profitability. Similarly, if one or more of our
suppliers were to offer these incentives, including preferential pricing, to our competitors, our competitive advantage would be reduced, which could have an adverse effect on
our business, financial condition, results of operations and prospects.
Unanticipated changes in consumer demands and preferences could have adverse effects on our ability to manage supply and capture growth opportunities.
Our ability to effectively manage production and inventory is inherently linked to actual and expected consumer demand for our brands, particularly given the long product lead
time and agricultural nature of the wine business. Unanticipated changes in consumer demand or preferences in the future could have adverse effects on our ability to manage
supply and capture growth opportunities.
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A disruption in our operations, or the operations of third-parties upon which we rely, could have an adverse effect on our business.
Our operations, including those of our third-party manufacturers, suppliers and delivery service providers, are subject to the risks inherent in such activities, including industrial
accidents, environmental events, strikes and other labor disputes, disruptions in information systems, product quality control, safety, licensing requirements and other regulatory
issues, as well as natural disasters, pandemics or other public health emergencies, border disputes, acts of terrorism and other external factors over which we and our third-party
manufacturers, suppliers and delivery service providers have no control. The loss of, or damage to, the manufacturing facilities or fulfillment centers of our third-party
manufacturers, suppliers and delivery service providers could have an adverse effect on our business, financial condition, results of operations and prospects.
We depend heavily on ocean container delivery to receive shipments of our products from our third-party suppliers located overseas and contracted third-party delivery service
providers to deliver our products to our fulfillment centers located in California and Pennsylvania, and from there to our consumers and retailers. Further, we rely on postal and
parcel carriers for the delivery of products sold directly to consumers through the Winc digital platform. Interruptions to or failures in these delivery services could prevent the
timely or successful delivery of our brands. These interruptions or failures may be due to unforeseen events that are beyond our control or the control of our third-party delivery
service providers, such as labor unrest or natural disasters. For example, a labor strike at a port could negatively impact the delivery of our imported grapes, juice, wine or other
product materials, and trade disputes between the United States and countries from which we import grapes, juice, wine and other product materials may in the future restrict
the flow of the goods from such countries to the United States. Any failure to provide high-quality delivery services to our consumers may negatively affect the shopping
experience of our consumers, damage our reputation and cause us to lose consumers.
Our ability to meet the needs of our consumers and retailers depends on our proper operation of our fulfillment centers in California and Pennsylvania, where most of our
inventory that is not in transit is housed. Although we currently insure our inventory, our insurance coverage may not be sufficient to cover the full extent of any loss or damage
to our inventory or fulfillment centers, and any loss, damage or disruption of our facilities, or loss or damage of the inventory stored there, could have an adverse effect on our
business, financial condition, results of operations and prospects.
We may be unable to manage the complexities created by our omni-channel operations, which may have a material adverse effect on our business, financial condition,
operating results and prospects.
Our omni-channel operations, such as offering our brands through our website, on third party websites, through wholesale distributors and in traditional brick and mortar stores,
create additional complexities in our ability to manage inventory levels, as well as certain operational issues, including timely shipping and refunds. Accordingly, our success
depends to a large degree on continually evolving the processes and technology that enable us to plan and manage inventory levels and fulfill orders, address any related
operational issues and further align channels to optimize our omni-channel operations. If we are unable to successfully manage these complexities, it may have a material
adverse effect on our business, financial condition, operating results and prospects.
The occurrence of an environmental catastrophe could disrupt our business. Climate change, wildfires, disease, pests, weather conditions and problems with water supply
could also have adverse effects on our business.
Our ability to conduct business in the ordinary course, fulfilling consumer demand for wine, is restricted by the availability of grapes. Climate change, agricultural and other
factors, such as wildfires, disease, pests, extreme weather conditions, water scarcity, biodiversity loss and competing land use, could negatively impact the quality and quantity
of grapes available to us and our producers for wine production.
We source grapes and juice from a variety of producers, but in significant volumes from certain suppliers. Although there is more than one supplier for most of the grapes
bought by us, and the right variety and quality of grapes is usually readily available when needed, there is no assurance that this will always be the case, particularly in the
adverse circumstances mentioned above and below. A shortage of grapes of the required variety and quality could impair our business and results of operations both in the year
of harvest and thereafter.
We may not be fully insured against risk of catastrophic loss to wineries, production facilities, fulfillment centers, customer service centers, data centers, corporate officers or
distribution systems as a result of earthquakes, fires or other events. Some of the vineyards we source from, and their and our facilities, are located in California, which is prone
to seismic activity and has recently experienced landslides and wildfires, which have been increasing in frequency and intensity. If any of our facilities or the vineyards or
facilities of our significant suppliers were to experience catastrophic loss, that event could disrupt operations, delay production, shipments and revenue and could result in
potentially significant expenses to repair or replace the vineyard or facility. If such a disruption were to occur, then we could breach agreements, our reputation could be
harmed, and our results or operations, financial condition and business could be adversely affected. Further, we may not be able to efficiently relocate our fulfillment and
delivery operations due to disruptions in service if one of these events occurs, and our insurance coverage may be insufficient to compensate us for such losses. While we take
steps to minimize the damage that would be caused by a catastrophic event, including relying on diversity of suppliers and wholesale distributors, there is no certainty that such
efforts would prove successful.
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Wine is also subject to diseases, pests and weather conditions that can affect the quality and quantity of grapes. Various diseases, pests, fungi, viruses, drought, floods, frosts and
other weather conditions can affect the quality and quantity of grapes, decreasing the supply of our brands and negatively impacting us. We cannot guarantee that independent
grape suppliers will succeed in preventing disease in their vineyards. For example, Pierce’s disease is a vine bacterial disease spread by insects that kills grapevines and for
which there is no known cure. If vineyards used by our suppliers become contaminated with this or other diseases, then our results of operations would likely decline.
Additionally, future government restrictions regarding the use of materials used in grape growing could increase vineyard costs and reduce production.
We are also subject to the adverse effects of climate change. Restrictions on access to or an increase in the cost of water and energy, and the inability of independent suppliers to
adapt to and mitigate against climate change, could negatively impact our ability to effectively source grapes and wine for production. While we are diversified in our grape
production, climate change is an unfolding phenomenon with uncertain outcomes. Furthermore, governmental actions to reduce the impacts of climate change such as
packaging waste and emission reduction targets could adversely impact our profit margins.
Additionally, the amount of water available for us is important to the supply of grapes and winemaking, other agricultural raw materials and our ability to operate our business.
If climate patterns change and droughts become more severe, there may be a scarcity of water, poor water quality or water right restrictions, which could affect production
costs, consistency of yields or impose capacity constraints. The suppliers of the grapes and other agricultural raw materials purchased by us depend upon sufficient supplies of
quality water for their vineyards and fields. The availability of adequate quantities of water for application at the correct time can be vital for grapes to thrive. Whether particular
vineyards are experiencing water shortages depends, in large part, on their location. An extended period of drought across much of California would restrict the use and
availability of water for agricultural uses, and in some cases governmental authorities might divert water to other uses. Lack of available water could reduce grape harvest and
access to grapes and adversely impact us. Scarcity of adequate water in grape growing areas could also result in legal disputes among landowners and water users. If water
available to the operations of our suppliers becomes scarcer, restrictions are placed on usage of water or the quality of that water deteriorates, then we may incur increased
production costs or face manufacturing constraints that could negatively affect production. Even if quality water is widely available, water purification and waste treatment
infrastructure limitations could increase our costs or constrain operation of production facilities and vineyards of our suppliers. Any of these factors could adversely affect our
business, results of operations and financial results.
Grape supply and price volatility affects our results of operations.
Volatility and increases in the costs of grapes, labor and other necessary supplies or services have in the past negatively impacted, and in the future may negatively impact, our
results of operations and financial condition. If such increases occur or exceed our estimates and if we are unable to increase the prices of our brands or achieve cost savings to
offset the increases, then our results of operations will be harmed. Even if we increase brand prices in response to cost increases, such price increases may not be sustainable and
could lead to declines in market share as competitors may not increase their prices or consumers may decide not to pay the higher prices. In the alternative, an extreme
oversupply of grapes can lead to a glut of grape supply and declines in the value of the harvest. Future swings in grape supply and price volatility may affect our results of
operations.
If we are unable to identify and obtain adequate supplies of quality agricultural, raw and processed materials, including corks, glass bottles, barrels, winemaking additives
and agents, water and other supplies, or if there is an increase in the cost of the commodities or products, then our profitability could be negatively impacted, which would
adversely affect our business, results of operations and financial condition.
We use a large volume of raw materials, in addition to grapes, to produce and package wine, including corks, barrels, winemaking additives and water, as well as large amounts
of packaging materials such as metal, cork, glass and cardboard. We purchase raw materials and packaging materials under contracts of varying maturities from domestic and
international suppliers.
Glass bottle costs are one of our largest packaging components of cost of revenues. In North America, glass bottles have only a small number of producers. Currently, the
majority of our glass containers are sourced from China, the United States and Mexico, while a minority are sourced from Taiwan and Chile. An inability of any of our glass
bottle suppliers to satisfy our requirements could materially and adversely affect our business. In addition, costs and programs related to mandatory recycling and recyclable
materials deposits could be adopted in states of manufacture, imposing additional and unknown costs to manufacture products utilizing glass bottles. Increases in the costs of, or
any difficulty in acquiring adequate supply of, raw materials may significantly impact our supply chain and our business. For example, our industry has recently experienced a
glass shortage that has made it more difficult and more expensive to acquire the bottles we require for our brands.
Our production facilities also use a significant amount of energy in their operations, including electricity, propane and natural gas. We have experienced increases in energy
costs in the past, and energy costs could rise in the future, which would result in higher transportation, freight and other operating costs, such as ageing and bottling expenses.
Our freight cost and the timely delivery of wines could be adversely affected by a number of factors that could reduce the profitability of operations, including driver shortages,
higher fuel costs, weather conditions, traffic congestion, increased government regulation, and other matters. In addition, increased labor costs or insufficient labor supply could
increase our production costs.
53

The supply and the price of raw materials, packaging materials and energy and the cost of energy, freight and labor used in our productions and distribution activities could be
affected by a number of factors beyond our control, including market demand, global geopolitical events (especially their impact on energy prices), economic factors affecting
growth decisions, exchange rate fluctuations and inflation. To the extent that any of these factors, including supply of goods and energy, affect the prices of ingredients or
packaging, or we do not effectively or completely hedge changes in commodity price risks, or are unable to recoup costs through increases in the price of finished wines, our
business, results of operations and financial condition could be adversely affected.
If we are unable to obtain adequate supplies of premium grapes and bulk wine from third-party grape growers and bulk wine suppliers, the quantity or quality of our
annual production of wine could be adversely affected, causing a negative impact on our business, results of operations and financial condition.
The production of our wines and the ability to fulfill the demand for our wines is restricted by the availability of premium grapes and bulk wines from third-party growers. The
entirety of our grape inputs per year come from third parties in the form of contracted grapes, contracted bulk wine, spot grapes and spot bulk wine. Additionally, in 2020
approximately 64% of our wine came from grapes purchased from California-based growers. Any delay or other disruption in the supply of California grapes from these
growers could have a significant adverse effect on our business. Many of these risks remain outside our control, or the control of the growers upon whom we rely, including, for
example, the risks of fires or other natural disasters.
As we continue to grow, we anticipate that our production will continue to rely on third-party suppliers. If we are unable to source grapes and bulk wine of the requisite quality,
varietal and geography, among other factors, our ability to produce wines to the standards, quantity and quality demanded by our consumers could be impaired.
Factors including climate change, agricultural risks, competition for quality, water availability, land use, wildfires, floods, disease and pests could impact the quality and
quantity of grapes and bulk wine available to our company. Furthermore, these potential disruptions in production may drive up demand for grapes and bulk wine creating
higher input costs or the inability to purchase these materials. In recent years, we have observed significant volatility in the grape and juice market. For example, in 2020, we
contracted for approximately 580,000 gallons of bulk wine at a cost of approximately $6.1 million, compared to approximately 350,000 gallons of bulk wine for a total cost of
approximately $3.8 million in 2019. We may experience upward price pressure in future harvest seasons due to factors including the general volatility in the grape and bulk
wine markets, widespread insured and/or uninsured losses and overall stress on the agricultural portion of the supply chain. Furthermore, following the 2020 wildfires in
Northern California, the price of bulk wine increased substantially in a very short period of time, leading to some wine producers reducing lot sizes of certain wines. While we
were able to purchase much of our bulk wine prior to meaningful price increases, we cannot be sure that we will be able to avoid similar price increases in the future. As a result,
our financial results could be materially and adversely affected both in the year of the harvest and future periods.
A reduction in our access to or an increase in the cost of the third-party facilities we use to produce our wine could harm our business.
We use third-party alternating proprietorship bottling and winemaking facilities in the production of many of our wines, which means we rely on production capacity at several
third-party facilities to bring certain of our brands to market. Our ability to utilize these facilities may be limited by several factors outside our control, including, among others,
increased processing costs, damage to the facility or temporary or permanent shutdown for hygienic, mechanical, regulatory or other reasons. The inability to use these or
alternative facilities, or to quickly find alternative facilities, at reasonable prices or at all, could increase our costs or reduce the amounts we produce, which could reduce our
sales and earnings.
Moreover, we do not have long-term agreements with any of these facilities, and they may provide facility space and services to competitors at a price above what we are
willing to pay, which could force us to locate new facilities. The activities conducted at outside facilities include crushing, fermentation, storage, blending, and bottling. The
reliance on these third parties varies according to the type of production activity. As production increases, we must increasingly rely upon these third-party production facilities.
Reliance on third parties will also vary with annual harvest volumes.
Moving production to a new third-party service provider could negatively impact our financial results.
Shipping is a critical part of our business and any changes in our shipping arrangements or any interruptions in shipping could adversely affect our operating results.
We primarily rely on one major vendor for our DTC shipping requirements. If we are not able to negotiate acceptable pricing and other terms with our vendors or they
experience performance problems or other difficulties, it could negatively impact our operating results and our consumer experience. For example, the costs and difficulty in
procuring adequate trucking and other shipping services have increased recently as a result of, among other things, the COVID-19 pandemic. Ongoing or recurring challenges
relating to our shipping processes or that of any third parties that we rely on could have a material impact on our business and results of operations.
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Shipping vendors may also impose shipping surcharges from time to time. In addition, our ability to receive inbound inventory efficiently and ship brands to consumers and
retailers may be negatively affected by inclement weather, fire, flood, power loss, earthquakes, labor disputes, acts of war or terrorism, trade embargoes, customs and tax
requirements and similar factors. We are also subject to risks of damage or loss during delivery by our shipping vendors. If our brands are not delivered in a timely fashion or
are damaged or lost during the delivery process, our consumers could become dissatisfied and cease shopping on our site or retailer or third-party ecommerce sites, which could
have an adverse effect on our business, financial condition, operating results and prospects.
If we do not successfully optimize, operate and manage the expansion of the capacity of our warehouse fulfillment centers, our business, financial condition, results of
operations and prospects could be adversely affected.
We have warehouse fulfillment centers located in California and Pennsylvania. If we do not optimize and operate our warehouse fulfillment centers successfully and efficiently,
it could result in excess or insufficient fulfillment capacity, an increase in costs or impairment charges or harm our business in other ways. In addition, if we do not have
sufficient fulfillment capacity or experience a problem fulfilling orders in a timely manner, our consumers may experience delays in receiving their purchases, which could
harm our reputation and our relationship with our consumers. As a result of the continuing effects of the COVID-19 pandemic, we may experience disruptions to the operations
of our fulfillment centers, which may negatively impact our ability to fulfill orders in a timely manner, which could harm our reputation, relationships with consumers and
business, financial condition, results of operations and prospects.
We have designed and established our own fulfillment center infrastructure, including customizing inventory and package handling software systems, which is tailored to meet
the specific needs of our business. If we continue to add fulfillment and warehouse capabilities, add new businesses or categories with different fulfillment requirements or
change the mix in brands that we sell, our fulfillment network will become increasingly complex and operating it will become more challenging. Failure to successfully address
such challenges in a cost-effective and timely manner could impair our ability to timely deliver purchases to our DTC consumers and merchandise inventory to our retailers and
could have an adverse effect on our reputation and ultimately, our business, financial condition, results of operations and prospects.
We may also need to add an additional warehouse fulfillment center and/or other distribution capacity as our business continues to grow. We cannot assure you that we will be
able to locate suitable facilities on commercially acceptable terms in accordance with our expansion plans, nor can we assure you that we will be able to recruit qualified
managerial and operational personnel to support our expansion plans. If we are unable to secure new facilities for the expansion of our fulfillment operations, recruit qualified
personnel to support any such facilities, or effectively control expansion-related expenses, our business, financial condition, results of operations and prospects could be
adversely affected. If we grow faster than we anticipate, we may exceed our fulfillment center capacity sooner than we anticipate, we may experience problems fulfilling orders
in a timely manner or our consumers may experience delays in receiving their purchases, which could harm our reputation and our relationships with our consumers, and we
would need to increase our capital expenditures more than anticipated and in a shorter time frame than we currently anticipate. Our ability to expand our fulfillment center
capacity, including our ability to secure suitable facilities and recruit qualified employees, may be substantially affected by the spread of COVID-19 and related governmental
orders and there may be delays or increased costs associated with such expansion as a result of the spread and impact of the COVID-19 pandemic. Many of the expenses and
investments with respect to our fulfillment centers are fixed, and any expansion of such fulfillment centers will require additional investment of capital. We expect to incur
higher capital expenditures in the future for our fulfillment center operations as our business continues to grow. We would incur such expenses and make such investments in
advance of expected sales, and such expected sales may not occur. Any of these factors could have an adverse effect on our business, financial condition, results of operations
and prospects.
We rely on third-party suppliers, producers, retailers and other vendors, and they may not continue to produce products or provide services that are consistent with our
standards or applicable regulatory requirements, which could harm our brand, cause consumer dissatisfaction, and require us to find alternative suppliers of our products
or services.
We do not own or operate any vineyards. We use multiple third-party suppliers and producers based primarily in the United States, and other countries to a lesser extent, to
source all of our grapes and juice, under our owned brand. We engage many of our third-party suppliers and manufacturers on a purchase order basis and in some cases are not
party to long-term contracts with them. The ability and willingness of these third parties to supply and manufacture our products may be affected by competing orders placed by
other companies and the demands of those companies. If we experience significant increases in demand, or need to replace a significant number of existing suppliers or
manufacturers, there can be no assurance that additional supply and manufacturing capacity will be available when required on terms that are acceptable to us, or at all, or that
any supplier or manufacturer will allocate sufficient capacity to us in order to meet our requirements. Furthermore, our reliance on suppliers and manufacturers outside of the
United States, the number of third parties with whom we transact and the number of jurisdictions to which we sell complicates our efforts to comply with customs duties and
excise taxes; any failure to comply could adversely affect our business.
In addition, quality control problems, such as the use of materials and delivery of products that do not meet our quality control standards and specifications or comply with
applicable laws or regulations, could harm our business. Quality control problems could result in regulatory action, such as restrictions on importation, products of inferior
quality or product stock outages or shortages, harming our sales and creating inventory write-downs for unusable products.
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We have also outsourced portions of our fulfillment process, as well as certain technology-related functions, to third-party service providers. Specifically, we rely on third
parties in a number of foreign countries and territories, we are dependent on third-party vendors for credit card processing, and we use third-party hosting and networking
providers to host our sites. The failure of one or more of these entities to provide the expected services on a timely basis, or at all, or at the prices we expect, or the costs and
disruption incurred in changing these outsourced functions to being performed under our management and direct control or that of a third party, could have an adverse effect on
our business, financial condition, results of operations and prospects. We are not party to long-term contracts with some of our retailers, and upon expiration of these existing
agreements, we may not be able to renegotiate the terms on a commercially reasonable basis, or at all.
Further, our third-party manufacturers, suppliers and retail and ecommerce vendors may:
·

have economic or business interests or goals that are inconsistent with ours;

·

take actions contrary to our instructions, requests, policies or objectives;

·
be unable or unwilling to fulfill their obligations under relevant purchase orders, including obligations to meet our production deadlines, quality standards, pricing
guidelines and product specifications, and to comply with applicable regulations, including those regarding the safety and quality of products;
·

have financial difficulties;

·

encounter raw material or labor shortages;

·

encounter increases in raw material or labor costs which may affect our procurement costs;

·

encounter difficulties with proper payment of custom duties or excise taxes;

·

disclose our confidential information or intellectual property to competitors or third parties;

·

engage in activities or employ practices that may harm our reputation; and

·

work with, be acquired by, or come under control of, our competitors.

If our third-party suppliers and manufacturers do not comply with ethical business practices or with applicable laws and regulations, our reputation, business, financial
condition, results of operations and prospects could be harmed.
Our reputation and our consumers’ willingness to purchase our brands depend in part on our suppliers’, manufacturers’, and retailers’ compliance with ethical employment
practices, such as with respect to child labor, wages and benefits, forced labor, discrimination, safe and healthy working conditions, and with all legal and regulatory
requirements relating to the conduct of their businesses. We do not exercise control over our suppliers, manufacturers, and retailers and cannot guarantee their compliance with
ethical and lawful business practices. If our suppliers, manufacturers, or retailers fail to comply with applicable laws, regulations, safety codes, employment practices, human
rights standards, quality standards, environmental standards, production practices, or other obligations, norms, or ethical standards, our reputation and brand image could be
harmed, and we could be exposed to litigation, investigations, enforcement actions, monetary liability, and additional costs that would harm our reputation, business, financial
condition, results of operations and prospects.
Our wholesale operations and wholesale revenues depend largely on independent wholesale distributors whose performance and continuity is not assured.
Our wholesale operations generate revenue from brands sold to wholesale distributors, who then sell our products to off-premise retail locations such as grocery stores and
specialty and multi-national retail chains, as well as on-premise locations such as restaurants and bars. Sales to wholesale distributors are expected to continue to represent a
substantial portion of our revenues in the future. A change in our relationship with one or more significant wholesale distributors could harm our business and reduce sales. The
laws and regulations of several states prohibit changes of wholesale distributors except under certain limited circumstances, which makes it difficult to terminate a wholesale
distributor for poor performance without reasonable cause as defined by applicable statutes. Difficulty or inability with respect to replacing wholesale distributors, poor
performance of major wholesale distributors or inability to collect accounts receivable from major wholesale distributors could harm our business. Also, there can be no
assurance that existing wholesale distributors and retailers will continue to purchase our brands or provide our brands with adequate levels of promotional support.
Consolidation at the retail tier, among club and chain grocery stores in particular, can be expected to heighten competitive pressure to increase marketing and sales spending or
constrain or reduce prices. These pressures, if present, with our wholesale distributors would harm our reputation, business, financial condition, results of operations and
prospects.
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We may face difficulties as we expand our business and operations into jurisdictions in which we have no prior operating experience.
We plan in the future to expand our operations and business into jurisdictions outside of the jurisdictions where we currently carry on business, including internationally. There
can be no assurance that any market for our products will develop in any such foreign jurisdiction. We may face new or unexpected risks or significantly increase our exposure
to one or more existing risk factors, including economic instability, new competition, changes in laws and regulations, including the possibility that we could be in violation of
these laws and regulations as a result of such changes, and the effects of competition.
In addition, it may be difficult for us to understand and accurately predict taste preferences and purchasing habits of consumers in new markets. It is costly to establish, develop
and maintain operations and develop and promote our brands in new jurisdictions. As we expand our business into other jurisdictions, we may encounter regulatory, legal,
personnel, technological and other difficulties that increase our expenses and/or delay our ability to become profitable in such countries, which may have a material adverse
effect on our business and brand. These factors may limit our capability to successfully expand our operations in, or export our products to, those other jurisdictions.
Risks Related to Intellectual Property and Data Privacy
If we are unable to secure, maintain, protect or enforce our intellectual property in domestic and foreign markets, including trademarks for our winery brands, vineyards
and wines, the value of our winery brands and intellectual property could decline, which could have a material and adverse effect on our business, results of operations and
financial results.
Our future success depends significantly on our ability to protect our current and future brands and to obtain, maintain, protect, enforce and defend our trademarks and other
intellectual property rights. We rely on a combination of trademark, copyright and trade secret laws, as well as confidentiality procedures and contractual restrictions, to secure
and protect our intellectual property rights. We have been granted numerous trademark registrations in the United States and abroad covering many of our wine brands, and we
have filed, and expect to continue to file, trademark applications seeking to protect newly developed wine brands. We cannot be sure that trademark registrations will be issued
to us under any of our trademark applications. Our trademark applications could be opposed by third parties, and our trademark rights, including registered trademarks, could
also be challenged. We cannot assure you that we will be successful in defending our trademarks in actions brought by third parties. There is also a risk that we could fail to
timely maintain or renew our trademark registrations or otherwise protect our trademark rights, which could result in the loss of those trademark rights (including in connection
with failure to maintain consistent use of these trademarks). Any of our intellectual property rights, including our trademark registrations, may lapse, be abandoned, be
challenged, circumvented, declared generic or otherwise invalidated through administrative process or litigation. If we fail to maintain our trademarks or our trademarks are
successfully challenged, we could be forced to rebrand our wines and other products, which could result in a loss of brand recognition and could require us to devote additional
resources to the development and marketing of new brands.
Notwithstanding any trademark registrations or other intellectual property held by us, third parties have brought claims in the past, and may bring claims in the future alleging
that we have infringed, misappropriated, or otherwise violated that third party’s trademark or other intellectual property rights. Any such claims, with or without merit, could
require significant resources to defend, could damage the reputation of our winery brands, could result in the payment of compensation (whether as a damages award or
settlement) to such third parties, and could require us to stop using our winery brands or other intellectual property rights, enter into costly royalty or licensing agreements or
otherwise agree to an undertaking to limit our use of such trademarks or other intellectual property rights. In addition, we may be unable to obtain or utilize on terms that are
favorable to us, or at all, licenses or other rights with respect to trademarks and other intellectual property rights we do not own. These risks have been amplified by the increase
in third parties whose sole or primary business is to assert such claims. Any payments we are required to make and any injunctions we are required to comply with as a result of
these claims would result in additional cost and could result in additional liability to us. In addition, our actions to monitor and enforce trademark rights against third parties may
not prevent counterfeit products or products bearing confusingly similar trademarks from entering the marketplace, which could divert sales from us, tarnish our reputation or
reduce the demand for our brands or the prices at which those brands are sold. Any enforcement litigation brought by us, whether or not successful, could require significant
costs and resources, and divert the attention of management, which could negatively affect our business, results of operations and financial results. Third parties may also
acquire and register domain names that are confusingly similar to or otherwise damaging to the reputation of our trademarks, and we may not be able to prevent or cancel any
such domain name registrations. Any of the foregoing could have a material adverse effect on our business, results of operations and financial results.
We may be unable to adequately obtain, maintain, protect and enforce our intellectual property rights.
We regard our brands, consumer lists, trademarks, trade dress, domain names, trade secrets, proprietary technology, including the source code for our platform, and similar
intellectual property as critical to our success. We rely on trademark, copyright trade secret protection, and confidentiality agreements with our employees and others to protect
our proprietary rights.
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Effective intellectual property protection may not be available in every country in which our brands are, or may be made, available. In addition, unilateral actions in the United
States or other countries, including changes to or the repeal of laws recognizing trademark or other intellectual property rights, could have an impact on our ability to obtain,
maintain and enforce our trademark and other intellectual property rights. Furthermore, the laws of some foreign countries may not protect trademark and other intellectual
property rights to the same extent as the laws of the United States, and it may be more difficult for us to successfully obtain, maintain, protect and enforce our trademark and
other intellectual property rights in these countries. The protection of our intellectual property rights may require the expenditure of significant financial, managerial and
operational resources. Moreover, the steps we take to protect our intellectual property may not adequately protect our rights or prevent third parties from infringing,
misappropriating or otherwise violating our proprietary rights, and we may be unable to broadly enforce all of our intellectual property rights. Any of our intellectual property
rights may be challenged by others or invalidated through administrative process or litigation.
Our pending and future trademark applications may never be granted. Additionally, the process of obtaining trademark protection is expensive and time-consuming, and we may
be unable to prosecute all necessary or desirable trademark or other intellectual property applications at a reasonable cost or in a timely manner. We may also allow certain of
our registered intellectual property rights, or our pending applications for intellectual property rights, to lapse or become abandoned if we determine that obtaining or
maintaining the applicable registered intellectual property rights is no longer worthwhile. There can be no assurance that our registered trademarks or pending applications, if
issued or registered, will adequately protect our intellectual property, as the legal standards relating to the validity, enforceability and scope of protection of trademark and other
intellectual property rights are constantly evolving and vary by jurisdiction. We also cannot be certain that others will not independently develop or otherwise acquire equivalent
or superior technology or intellectual property rights. If any third party copies our brands or products in a manner that projects lesser quality or carries a negative connotation or
otherwise uses trademarks that are identical or similar to our trademarks, it could lead to market confusion and have a material adverse effect on our brand image and
reputation. In some cases there may be third-party trademark owners who have prior rights to our trademarks or third parties who have prior rights to similar trademarks, and
we may not be able to prevent such third parties from using and marketing any such trademarks.
We also rely on unpatented proprietary technology, such as the source code of our platform. Despite our efforts to protect our proprietary rights, unauthorized parties may
attempt to copy aspects of our technology or obtain and use information that we regard as proprietary. It is also possible that others will independently develop the same or
similar technology or otherwise obtain access to our unpatented technology. To protect our trade secrets and other proprietary information, we require our employees and
certain of our consultants, contract employees, suppliers and independent contractors, including some of our manufacturers who use our formulations to manufacture our brands
to enter into confidentiality agreements, which generally require that all information made known to them be kept strictly confidential. The effectiveness of these agreements are
important as some of our formulations have been developed by or with our suppliers and manufacturers. However, we may fail to enter into confidentiality agreements with all
parties who have access to our trade secrets or other confidential information. In addition, parties may breach such agreements and disclose our proprietary information, and we
may not be able to obtain adequate remedies for such breaches. Further, such agreements may not be enforceable in full or in part in all jurisdictions and any breach could have a
negative effect on our business and our remedy for such breach may be limited. The contractual provisions that we enter into may not prevent unauthorized use or disclosure of
our proprietary technology or intellectual property rights and may not provide an adequate remedy in the event of unauthorized use or disclosure of our proprietary technology
or intellectual property rights. Enforcing a claim that a party illegally disclosed or misappropriated a trade secret can be difficult, expensive and time-consuming, and the
outcome is unpredictable. Even if we are successful in prosecuting such claims, any remedy awarded may be insufficient to fully compensate us for the improper disclosure or
misappropriation. In addition, if any of our trade secrets were to be lawfully obtained or independently developed by a competitor or other third party, we would have no right
to prevent them from using that technology or information to compete with us and our competitive position would be harmed.
In the United States, the Defend Trade Secrets Act of 2016, or the DTSA, provides a federal cause of action for misappropriation of trade secrets. Under the DTSA, an employer
may not collect enhanced damages or attorneys’ fees from an employee or contractor in a trade secret dispute brought under the DTSA, unless certain advanced provisions are
observed. The full benefit of the remedies available under the DTSA requires specific language and notice requirements present in the relevant agreements with such employees
and contractors, which may not be present in all of our agreements. We cannot provide assurance that our existing agreements with our employees, consultants, contract
employees and independent contractors contain notice provisions that would enable us to seek enhanced damages or attorneys’ fees in the event of any dispute for
misappropriation of trade secrets brought under the DTSA.
We might be required to spend significant resources to monitor and protect our intellectual property rights. For example, we may initiate claims or litigation against others for
infringement, misappropriation or violation of our intellectual property rights or other proprietary rights or to establish the validity of such rights. However, we may be unable to
discover or determine the extent of any infringement, misappropriation or other violation of our intellectual property rights and other proprietary rights. Furthermore, our efforts
to enforce our intellectual property rights may be met with defenses, counterclaims and countersuits challenging our intellectual property rights and if such defenses,
counterclaims or countersuits are successful, we may lose valuable intellectual property rights. Despite our efforts, we may be unable to prevent third parties from infringing
upon, misappropriating or otherwise violating our intellectual property rights and other proprietary rights. Any litigation, whether or not it is resolved in our favor, could result
in significant expense to us and divert the efforts of our technical and management personnel, which could have an adverse effect on our business, financial condition, results of
operations and prospects.
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The loss of any registered trademark or other intellectual property could enable other companies to compete more effectively with us.
We consider our trademarks to be valuable assets that reinforce our brands and consumers’ perception of our brands. We have invested a significant amount of time and money
in establishing and promoting our trademarked brands. Our continued success depends, to a significant degree, upon our ability to protect and preserve our registered trademarks
and to successfully obtain additional trademark registrations in the future.
We may not be able to obtain trademark protection in all territories that we consider to be important to our business. While we have obtained or applied for registrations of our
trademarks, we have not registered our trademarks in all categories, or in all foreign countries in which we currently, or may in the future, source or offer our products. In
addition, we cannot assure you that the steps we have taken to establish and protect our trademarks are adequate, that our trademarks can be successfully defended and asserted
in the future or that third parties will not infringe upon any such rights. Our trademark rights and related registrations may be challenged, opposed, infringed, cancelled,
circumvented or declared generic, or determined to be infringing on other marks by third parties and if such third parties are successful, we may lose our trademark rights.
Failure to protect our trademark rights could prevent us in the future from challenging third parties who use names and logos similar to our trademarks, which may in turn cause
consumer confusion or negatively affect consumers’ perception of our brands. Moreover, any trademark disputes may result in a significant distraction for management and
significant expense, which may not be recoverable regardless of whether we are successful. Such proceedings may be protracted with no certainty of success, and an adverse
outcome could subject us to liabilities, force us to cease use of certain trademarks or other intellectual property or force us to enter into licenses with others. Any one of these
occurrences could have a material adverse effect on our business, financial condition, results of operations and prospects.
If we fail to comply with our obligations under our existing license agreements or cannot license rights to use technologies on reasonable terms or at all, we may be unable
to license rights that are critical to our business.
We license certain intellectual property and technology which are critical to our business. If we fail to comply with any of the obligations under our license agreements, we may
be required to pay damages and the licensor may have the right to terminate the license. Licensing intellectual property or technology from third parties also exposes us to
increased risk of being the subject of intellectual property infringement due to, among other things, our lower level of visibility into the development process with respect to
such technology and the care taken to safeguard against infringement risks. We cannot be certain that our licensors do not or will not infringe on the intellectual property rights
of third parties or that our licensors have or will have sufficient rights to the licensed intellectual property in all jurisdictions. Some of our agreements with our licensors may be
terminated by them for convenience, or otherwise provide for a limited term. Termination by the licensor would cause us to lose valuable rights, and could inhibit our ability to
commercialize our brands. If any contract interpretation disagreement were to arise, the resolution could narrow what we believe to be the scope of our rights to the relevant
intellectual property or increase what we believe to be our financial or other obligations under the relevant agreement. Any of the foregoing could adversely impact our
business, financial condition and results of operations.
In addition, in the future we may identify additional third-party intellectual property we may need to license in order to engage in our business, including to develop or
commercialize new brands. However, such licenses may not be available on acceptable terms or at all. The licensing or acquisition of third-party intellectual property rights is a
competitive area, and companies with greater size and capital resources than us may pursue strategies to license or acquire third-party intellectual property rights that we may
consider attractive or necessary. In addition, companies that perceive us to be a competitor may be unwilling to assign or license rights to us. Even if such licenses are available,
we may be required to pay the licensor substantial royalties or other fees. If we are unable to enter into the necessary licenses on acceptable terms or at all, it could have an
adverse effect on our business, financial condition, results of operations and prospects.
Our reliance on software-as-a-service, or SaaS, technologies from third parties may adversely affect our business and results of operations.
We rely on SaaS technologies from third parties in order to operate critical functions of our business, including financial management services, consumer relationship
management services, supply chain services and data storage services. If these services become unavailable due to extended outages or interruptions or because they are no
longer available on commercially reasonable terms or prices, or for any other reason, our expenses could increase, our ability to manage our finances could be interrupted, our
processes for managing sales of our offerings and supporting our consumers could be impaired, our ability to communicate with our suppliers could be weakened and our
ability to access or save data stored to the cloud may be impaired until equivalent services, if available, are identified, obtained and implemented, all of which could have an
adverse effect on our business, financial condition, results of operations and prospects.
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We must successfully maintain, scale and upgrade our information technology systems, and our failure to do so could have an adverse effect on our business, financial
condition, results of operations and prospects.
We have identified the need to significantly expand, scale and improve our information technology systems and personnel to support recent and expected future growth. As
such, we are in the process of implementing, and will continue to invest in and implement, significant modifications and upgrades to our information technology systems and
procedures, including replacing legacy systems with successor systems, making changes to legacy systems or acquiring new systems with new functionality, hiring employees
with information technology expertise and building new policies, procedures, training programs and monitoring tools. These types of activities subject us to inherent costs and
risks associated with replacing and changing these systems, including impairment of our ability to leverage our Retail channel or fulfill consumer orders, potential disruption of
our internal control structure, substantial capital expenditures, additional administration and operating expenses, the need to acquire and retain sufficiently skilled personnel to
implement and operate the new systems, demands on management time, the introduction of errors or vulnerabilities and other risks and costs of delays or difficulties in
transitioning to or integrating new systems into our current systems. These implementations, modifications and upgrades may not result in productivity improvements at a level
that outweighs the costs of implementation, or at all. Additionally, difficulties with implementing new technology systems, delays in our timeline for planned improvements,
significant system failures, failures or delays in developing and deploying patches and other remedial measures to adequately address vulnerabilities or our inability to
successfully modify our information systems to respond to changes in our business needs may cause disruptions in our business operations and could have an adverse effect on
our business, financial condition, results of operations and prospects.
We are increasingly dependent on information technology and our ability to process data in order to operate and sell our goods and services, and if we (or our vendors) are
unable to protect against software and hardware vulnerabilities, service interruptions, data corruption, cyber-based attacks, ransomware or security breaches, or if we fail
to comply with our commitments and assurances regarding the privacy and security of such data, our operations could be disrupted, our ability to provide our goods and
services could be interrupted, our reputation may be harmed and we may be exposed to liability and loss of consumers and business.
We rely on information technology networks and systems and data processing (some of which are managed by third-party service providers) to market, sell and deliver our
brands and services, to fulfill orders, to collect, receive, store, generate, use, transfer, disclose, make accessible, protect, secure, dispose of share, and otherwise process (which
we collectively refer to as Process) large amounts of information, including confidential information, intellectual property, proprietary business information, financial
information, and personal information of our consumers, employees and contractors, to manage a variety of business processes and activities, for financial reporting purposes, to
operate our business, process orders and to comply with regulatory, legal and tax requirements (which we collectively refer to as Business Functions). These information
technology networks and systems, and the Processing they perform, may be susceptible to damage, interruptions, disruptions or shutdowns, software or hardware
vulnerabilities, security incidents, cyberattacks, phishing attacks, ransomware attacks, social engineering attacks, supply-side attacks, malicious code, employee theft or misuse,
fraud, denial or degradation of service attacks, unauthorized access or use by persons inside our organization, or persons with access to systems inside our organization, failures
during the process of upgrading or replacing software, databases or components, power outages, fires, natural disasters, hardware failures, computer viruses, terrorism, war,
attacks by computer hackers, telecommunication and electrical failures, user errors or catastrophic events. The risk of a security breach or disruption, particularly through
cyberattacks or cyber intrusion, including by computer hackers, foreign governments or state-sponsored actors and cyber terrorists, has generally increased as the number,
intensity and sophistication of attempted attacks and intrusions from around the world have increased and evolved. Due to the COVID-19 pandemic, our personnel and our third
party service providers are temporarily working remotely and relying on their own computers, routers and other equipment, which may pose additional data security risks to
networks, systems and data, and may create additional opportunities for cybercriminals to exploit vulnerabilities. Any material disruption of our networks, systems or
Processing activities, or those of our third-party service providers, could disrupt our ability to undertake, and cause a material adverse impact to, our Business Functions and our
business, reputation and financial condition. If our information technology networks and systems or Processing (or of our third-party service providers) suffers damage, security
breaches, vulnerabilities, disruption or shutdown, and we do not effectively resolve the issues in a timely manner, they could cause a material adverse impact to, our Business
Functions and our business, reputation and financial condition. Our DTC and ecommerce operations are critical to our business and our financial performance. Our website
serves as an effective extension of our marketing strategies by exposing potential new consumers to our brand, brand offerings and enhanced content. Due to the importance of
our website and DTC operations, any material disruption of our networks, systems or Processing activities related to our websites and DTC operations could reduce DTC sales
and financial performance, damage our brand’s reputation and materially adversely impact our business.
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Despite our efforts to ensure the security, privacy, integrity, confidentiality, availability, and authenticity of information technology networks and systems, Processing and
information, we may not be able to anticipate or to implement effective preventive and remedial measures against all data security and privacy threats. The recovery systems,
security protocols, network protection mechanisms and other security measures that we have integrated into our systems, networks and physical facilities, which are designed to
protect against, detect and minimize security breaches, may not be adequate to prevent or detect service interruption, system failure data loss or theft, or other material adverse
consequences. No security solution, strategy, or measures can address all security threats or block all methods of penetrating a network or otherwise perpetrating a security
incident. The risk of unauthorized circumvention of our security measures or those of our third-party providers, clients and any strategic partners has been heightened by
advances in computer and software capabilities and the increasing sophistication of hackers who employ complex techniques, including without limitation, the theft or misuse of
personal and financial information, counterfeiting, “phishing” or social engineering incidents, ransomware, extortion, publicly announcing security breaches, account takeover
attacks, denial or degradation of service attacks, malware, fraudulent payment and identity theft. Because the techniques used by hackers change frequently, we may be unable
to anticipate these techniques or implement adequate preventive measures. We also may experience security breaches that remain undetected for an extended period of time.
Our applications, systems, networks, software and physical facilities could have material vulnerabilities, be breached or personal or confidential information could be otherwise
compromised due to employee error or malfeasance, if, for example, third parties attempt to fraudulently induce our personnel or our consumers to disclose information or
usernames and/or passwords, or otherwise compromise the security of our networks, systems and/or physical facilities. Third parties may also exploit vulnerabilities in, or
obtain unauthorized access to, platforms, software, applications, systems, networks, sensitive information, and/or physical facilities utilized by our vendors. Improper access to
our systems or databases could result in the theft, publication, deletion or modification of personal information, confidential or proprietary information, financial information
and other information. An actual or perceived breach of our security systems or those of our third-party service providers may require notification under applicable data privacy
regulations or contractual obligations, or for consumer relations or publicity purposes, which could result in reputational harm, costly litigation (including class action litigation),
material contract breaches, liability, settlement costs, loss of sales, regulatory scrutiny, actions or investigations, a loss of confidence in our business, systems and Processing, a
diversion of management’s time and attention, and significant fines, penalties, assessments, fees and expenses.
The costs to respond to a security breach and/or to mitigate any security vulnerabilities that may be identified could be significant, our efforts to address these problems may not
be successful, and these problems could result in unexpected interruptions, delays, cessation of service, negative publicity, and other harm to our business and our competitive
position, including transaction errors, supply chain or manufacturing interruptions, processing inefficiencies, data loss or the loss of or damage to intellectual property or other
proprietary information. We could be required to fundamentally change our business activities and practices in response to a security breach or related regulatory actions or
litigation, which could have an adverse effect on our business.
We may have contractual and other legal obligations to notify relevant stakeholders of any security breaches. Most jurisdictions have enacted laws requiring companies to notify
individuals, regulatory and government authorities, supervisory bodies, the media and others of security breaches involving certain types of data. In addition, our agreements
with certain consumers and third parties may require us to notify them in the event of a security breach. Such mandatory disclosures are costly, could lead to negative publicity,
may cause our consumers to lose confidence in the effectiveness of our security measures and require us to expend significant capital and other resources to respond to and/or
alleviate problems caused by the actual or perceived security breach, and may cause us to breach consumer or ecommerce or retail consumer contracts. Our agreements with
certain consumers or ecommerce or retail consumers, our representations, or industry standards, may require us to use industry-standard or reasonable measures to safeguard
sensitive personal information or confidential information. A security breach or compromise affecting us, our service providers, vendors, any strategic partners, other
contractors, consultants, or our industry, whether real or perceived, could lead to claims by our consumers or ecommerce or retail consumers, or other relevant stakeholders that
we have failed to comply with such legal or contractual obligations and could harm our reputation, erode confidence in the effectiveness of our security measures and lead to
regulatory scrutiny. As a result, we could be subject to legal action or we also could be subject to actions or investigations by regulatory authorities which could potentially
result in regulatory penalties, fines and significant legal liability, or our consumers or ecommerce or retail consumers could end their relationships with us. There can be no
assurance that any limitations of liability in our contracts would be enforceable or adequate or would otherwise protect us from liabilities or damages.
We may not have adequate insurance coverage for security incidents or breaches, including fines, judgments, settlements, penalties, costs, attorney fees and other impacts that
arise out of incidents or breaches. If the impacts of a security incident or breach, or the successful assertion of one or more large claims against us that exceeds our available
insurance coverage, or results in changes to our insurance policies (including premium increases or the imposition of large deductible or co-insurance requirements), it could
have an adverse effect on our business. In addition, we cannot be sure that our existing insurance coverage, cyber coverage and coverage for errors and omissions will continue
to be available on acceptable terms or that our insurers will not deny coverage as to all or part of any future claim or loss. Our risks are likely to increase as we continue to
expand, grow our consumer base, and Process increasingly large amounts of proprietary and sensitive data. Any of the following could have a material adverse effect on our
business, financial condition, results of operations and prospects.
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The use of “open source” software in our products and services may expose us to additional risks and harm our intellectual property.
Certain of our platforms and technologies utilize and incorporate “open source” software. Open source software is generally freely accessible, usable and modifiable, however
certain open source software licenses require a user who intends to distribute the open source software as a component of the user’s software to disclose publicly part or all of
the source code to the user’s software. The use and distribution of open source software may entail greater risks than the use of third-party commercial software, as open source
licensors generally do not provide warranties or other contractual protections regarding infringement claims or the quality of the code. Additionally, certain open source
software licenses require the user of such software to make any derivative works of the open-source code available to others on terms that are unfavorable to such user or at no
cost. This can effectively render what was previously proprietary software to be open source software. Open source license terms are often ambiguous, and there is little or no
legal precedent governing the interpretation of many of the terms of certain of these licenses.
While we try to ensure that no open source software is used in such a way as to require us to disclose the source code to our related proprietary software, such use could
inadvertently occur. Additionally, a third-party software provider may incorporate, inadvertently or not, certain types of open source software into software that we license from
such third party for our proprietary software. If any of the foregoing occurs, we could, under certain circumstances, be required to disclose the source code to our proprietary
software, which could enable third parties to compete with us using such software. This could harm our intellectual property position and have a material adverse effect on our
business, results of operations and financial condition.
We are subject to stringent and changing laws, rules, regulations, industry standards, information security policies, self-regulatory schemes and contractual obligations
related to data privacy, protection and security, marketing, advertising and consumer protection. Any actual or perceived failure by us, our consumers, partners or vendors
to comply with such laws, rules, regulations, industry standards, information security policies, self-regulatory schemes and contractual obligations could have an adverse
effect on our business, financial condition, results of operations and prospects.
We Process, and our vendors Process on our behalf, personal information, confidential information and other information necessary to provide and deliver our brands through
our DTC channel to operate our business, for legal and marketing purposes, and for other business-related purposes.
Data privacy and information security has become a significant issue in the United States, countries in Europe, and in many other countries in which we operate and where we
offer our brands and services. The legal and regulatory framework for privacy and security issues is rapidly evolving and is expected to increase our compliance costs and
exposure to liability. There are numerous federal, state, local, and international laws, orders, codes, regulations and regulatory guidance regarding privacy, information security
and Processing (which we collectively refer to as Data Protection Laws), the number and scope of which is changing, subject to differing applications and interpretations, and
which may be inconsistent among jurisdictions, or in conflict with other rules and laws. Data Protection Laws and data protection worldwide are, and are likely to remain,
uncertain for the foreseeable future, and our actual or perceived failure to address or comply with these laws could have an adverse effect on our business, financial condition,
results of operations and prospects. We are or may also be subject to the terms of our external and internal privacy and security policies, codes, representations, certifications,
industry standards, publications and frameworks (which we collectively refer to as Privacy Policies), and contractual obligations to third parties related to privacy, information
security and Processing, including contractual obligations to indemnify and hold harmless third parties from the costs or consequences of non-compliance with Data Protection
Laws or other obligations (which we collectively refer to as Data Protection Obligations). We expect that there will continue to be new Data Protection Laws and Data
Protection Obligations, and we cannot yet determine the impact such future Data Protection Laws may have on our business. Any significant change to Data Protection Laws
and Data Protection Obligations, including without limitation, regarding the manner in which the express or implied consent of consumers for Processing is obtained, could
increase our costs and require us to modify our operations, possibly in a material manner, which we may be unable to complete and may limit our ability to store and otherwise
Process consumer data and operate our business. We strive to comply with applicable Data Protection Laws, Privacy Policies and Data Protection Obligations to the extent
possible, but we may at times fail to do so, or may be perceived to have failed to do so. Moreover, despite our efforts, we may not be successful in achieving compliance if our
employees, partners, if any, or vendors do not comply with applicable Data Protection Laws, Privacy Policies and Data Protection Obligations. If we or our vendors fail or are
perceived to have failed to comply with applicable Data Protection Laws, Privacy Policies and Data Protection Obligations, or if our Privacy Policies are, in whole or part,
found to be inaccurate, incomplete, deceptive, unfair, or misrepresentative of our actual practices, our business, financial condition, results of operations and prospects could be
adversely affected.
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In the United States, relevant Data Protection Laws include rules and regulations promulgated under the authority of the FTC, the Electronic Communications Privacy Act, the
Computer Fraud and Abuse Act, the California Consumer Privacy Act, or CCPA, and other state and federal laws relating to privacy and data security. The CCPA requires
companies that Process information of California residents to make new disclosures to consumers about their data collection, use and sharing practices, allows California
residents to opt out of certain sharing of personal information with third parties gives California residents the right to access and request deletion of their information, and
provides a private right of action and statutory damages for certain data breaches that result in the loss of personal information. The CCPA may increase our compliance costs
and potential liability and risks associated with data breach litigation. In addition, California voters recently approved the California Privacy Rights Act of 2020, or CPRA,
which goes into effect in most material respects on January 1, 2023. The CPRA significantly expands the CCPA, including by introducing additional obligations such as data
minimization and storage limitations additional rights to California residents to limit the use of their sensitive information, providing for penalties for CPRA violations
concerning California residents under the age of 16, and establishing a new California Privacy Protection Agency to implement and enforce the law. The enactment of the
CCPA is prompting a wave of similar legislative developments in other states in the United States, which creates the potential for a patchwork of overlapping but different state
laws and could mark the beginning of a trend toward more stringent privacy legislation in the United States, which could increase our potential liability and adversely affect our
business, results of operations, and financial condition. For example, in March 2021, Virginia enacted the Virginia Consumer Data Protection Act, or CDPA, a comprehensive
privacy statute that becomes effective on January 1, 2023 and shares similarities with the CCPA, the CPRA, and legislation proposed in other states. Laws in all 50 states already
require businesses to provide notice under certain circumstances to consumers whose personal information has been disclosed as a result of a data breach. Each of these Data
Protection Laws and any other such changes or new Data Protection Laws could impose significant limitations, require changes to our business, or restrict our collection, use,
storage or Processing of personal information, which may increase our compliance expenses and make our business more costly or less efficient to conduct. In addition, any
such changes could compromise our ability to develop an adequate marketing strategy and pursue our growth strategy effectively or even prevent us from providing certain
offerings in jurisdictions in which we currently operate and in which we may operate in the future or incur potential liability in an effort to comply with such legislation, which,
in turn, could adversely affect our business, brands, financial condition, and results of operations.
We rely on a variety of marketing techniques and practices, including email and social media marketing, online targeted advertising, cookie-based Processing, and postal mail to
sell our brands and services and to attract new consumers, and we, and our vendors, are subject to various current and future Data Protection Laws and Data Protection
Obligations that govern marketing and advertising practices. Governmental authorities continue to evaluate the privacy implications inherent in the use of proprietary or thirdparty “cookies” and other methods of online tracking for behavioral advertising and other purposes, such as by regulating the level of consumer notice and consent required
before a company can employ cookies or other electronic tracking tools or the use of data gathered with such tools. Additionally, some providers of consumer devices, web
browsers and application stores have implemented, or announced plans to implement, means to make it easier for Internet users to prevent the placement of cookies or to block
other tracking technologies, require additional consents from users for certain activities, or limit the ability to track user activity, which could if widely adopted result in the use
of third-party cookies and other methods of online tracking becoming significantly less effective. We may have to develop alternative systems to determine our consumers’
behavior, customize their online experience, or efficiently market to them if consumers block cookies or regulations introduce additional barriers to collecting cookie data and
there is no guarantee that such development efforts will be successful or worth the expense. Laws and regulations regarding the use of these cookies and other current online
tracking and advertising practices or a loss in our ability to make effective use of services that employ such technologies could increase our costs of operations and limit our
ability to acquire new consumers on cost-effective terms, which, in turn, could have a material adverse effect on our business, financial condition, results of operations and
prospects.
In Europe, the European Union General Data Protection Regulation, or GDPR, went into effect in May 2018 and imposes strict requirements for Processing the personal data of
individuals within the European Economic Area, or EEA. While we do not believe we are currently subject to the GDPR, we have plans of expanding internationally and have
trademark registrations in jurisdictions in the EEA. Companies that must comply with the GDPR face increased compliance obligations and risk, including more robust
regulatory enforcement of data protection requirements and potential fines for noncompliance of up to €20 million or 4% of the annual global revenues of the noncompliant
company, whichever is greater. Among other requirements, the GDPR regulates transfers of personal data subject to the GDPR to third countries that have not been found to
provide adequate protection to such personal data, including the United States, and the efficacy and longevity of current transfer mechanisms between the European Union, or
the EU, and the United States remains uncertain. For example, in 2016, the EU and United States agreed to a transfer framework for data transferred from the EU to the United
States, called the Privacy Shield, but the Privacy Shield was invalidated in July 2020 by the Court of Justice of the European Union. Further, from January 1, 2021, companies
have to comply with the GDPR and also the United Kingdom GDPR, or the UK GDPR, which, together with the amended UK Data Protection Act 2018, retains the GDPR in
UK national law. The UK GDPR mirrors the fines under the GDPR, i.e., fines up to the greater of €20 million (£17.5 million) or 4% of global turnover. The relationship
between the United Kingdom and the EU in relation to certain aspects of data protection law remains unclear, and it is unclear how United Kingdom data protection laws and
regulations will develop in the medium to longer term, and how data transfers to and from the United Kingdom will be regulated in the long term. These changes will lead to
additional costs and increase our overall risk exposure.
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In addition to government regulation and laws, we are subject to self-regulatory standards and industry certifications that may legally or contractually apply to us, including the
Payment Card Industry Data Security Standards, or PCI-DSS. In the event we fail to comply with the PCI-DSS, we could be in breach of our obligations under consumer and
other contracts, fines and other penalties could result, and we may suffer reputational harm and damage to our business. Further, our clients may expect us to comply with more
stringent privacy and data security requirements than those imposed by laws, regulations or self-regulatory requirements, and we may be obligated contractually to comply with
additional Data Protection Obligations or different standards relating to our handling or protection of data.
Although we work to comply with applicable Data Protection Laws, our Privacy Policies, and any Data Protection Obligations, data protection requirements are evolving and
may be modified, interpreted and applied in an inconsistent manner from one jurisdiction to another, and may conflict with one another or other legal obligations with which we
must comply. Any failure or perceived failure by us or our employees, representatives, contractors, consultants, partners, vendors or other third parties to comply with such
requirements or adequately address privacy and security concerns, even if unfounded, could result in additional cost and liability to us, damage our reputation, and adversely
affect our business, financial condition, results of operations and prospects.
Risks Related to the Alcohol and the Wine Industry
Adverse public opinion about alcohol may harm our business.
Certain research studies have concluded or suggest that alcohol consumption has no health benefits and may increase the risk of stroke, cancer and other illnesses. An
unfavorable report on the health effects of alcohol consumption could significantly reduce the demand for wine, which could harm our business by reducing sales and increasing
expenses. Additionally, in recent years, activist groups have used advertising and other methods to inform the public about the societal harms associated with the consumption
of Alcoholic Beverages. These groups have also sought, and continue to seek, legislation to reduce the availability of Alcoholic Beverages, to increase the penalties associated
with the misuse of Alcoholic Beverages, or to increase the costs associated with the production of Alcoholic Beverages. Over time, these efforts could cause a reduction in the
consumption of Alcoholic Beverages generally, which could harm our business by reducing sales and increasing expenses.
Consumer demand for wine could decline for a variety of reasons. Reduced demand could harm our results of operations, financial condition and prospects.
There have been periods in the past in which there were substantial declines in the overall per capita consumption of wine. A limited or general decline in consumption in one or
more of our brand categories could occur in the future for a variety of reasons, including a general decline in economic conditions, changes in the spending habits of consumers
generally (or of groups of consumers, such as millennials), prohibition, increased concern about the health consequences of consuming Alcoholic Beverages and about drinking
and driving, a trend toward a healthier diet, including lighter, lower-calorie beverages such as diet soft drinks, juices and water, the increased activity of anti-alcohol consumer
group; and increased federal, state or foreign excise and other taxes on Alcoholic Beverages. Reduced demand for wine could harm our results of operations, financial condition
and prospects.
Due to the three-tier alcohol beverage distribution system in the United States, we are heavily reliant on wholesale distributors and government agencies that resell
Alcoholic Beverages in all states. A significant reduction in wholesale distributor demand for our wines would materially and adversely affect our sales and profitability.
Due to regulatory requirements in the United States, we sell a significant portion of our wines to wholesale distributors for resale to retail accounts, and in some states, directly
to government agencies for resale. Additionally, a small percentage of our wines are sold by wholesale distributors to retail accounts outside of the United States. Decreased
demand for our wines in any of our sales channels would negatively affect our sales and profitability materially. A change in the relationship with any of our significant
wholesale distributors could harm our business and reduce our sales. The laws and regulations of several states prohibit changes of wholesale distributors, except under certain
limited circumstances, making it difficult to terminate or otherwise cease working with a wholesale distributor for poor performance without reasonable justification, as defined
by applicable statutes. Any difficulty or inability to replace wholesale distributors, poor performance of our major wholesale distributors or our inability to collect accounts
receivable from our major wholesale distributors could harm our business. In addition, an expansion of the laws and regulations limiting the sale of our wine would materially
and adversely affect our relationships with wholesale distributors and government agencies. There can be no assurance that the wholesale distributors and government agencies
to which we sell our wines will continue to purchase our wines or provide our wines with adequate levels of promotional support, which could increase competitive pressure to
increase sales and market spending and could materially and adversely affect our business, results of operations and financial results.
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A decrease in wine score ratings by important rating organizations could have a negative impact on our ability to create demand for and sell our wines. Sustained negative
scores could reduce the prominence of our winery brands and carry negative association across our portfolio which could materially and adversely affect our sales and
profitability.
Our brands’ individual labels are issued ratings or scores by wine rating organizations, and higher scores often drive greater demand and, in some cases, higher pricing. Many of
our brands have consistently ranked among the top U.S. premium wine brands and have generally received positive reviews across multiple appellations, varietals, varieties,
styles and price points from many of the industry’s top critics and publications. These positive third-party reviews have been important to maintaining and expanding our
reputation as a premium wine producer. However, we have no control over ratings issued by third parties or the methodology they use to evaluate our wines, which may not
continue to be favorable to us in the future. If our new or existing brands are assigned significantly lower ratings, if our brands consistently receive lower ratings over an
extended period of time or if any of our competitors’ new or existing brands are assigned comparatively higher ratings, our consumers’ perception of our brands and demand for
our wines could be negatively impacted, which could materially and adversely affect our sales and profitability.
We rely on independent certification for a number of our brands.
We rely on independent third-party certification, such as certifications of some of our brands or ingredients as “organic” to differentiate them from others. We must comply with
the requirements of independent organizations or certification authorities in order to label our brands as certified organic, such as the California Certified Organic Farmers and
Quality Assurance International. We may lose our certifications if we use unapproved raw materials or incorrectly use a certification on brand labels or in marketing materials.
The loss of any independent certification could adversely affect our market position and brand reputation as a maker of clean brands, and our business, financial condition,
results of operations and prospects could be adversely affected.
From time to time, we may become subject to litigation specifically directed at the Alcoholic Beverages industry, as well as litigation arising in the ordinary course of
business.
We and other companies operating in the Alcoholic Beverages industry are, from time to time, exposed to class action or other private or governmental litigation and claims
relating to product liability, alcohol marketing, advertising or distribution practices, alcohol abuse problems or other health consequences arising from the excessive
consumption of or other misuse of alcohol, including underage drinking. Various groups have, from time to time, publicly expressed concern over problems related to harmful
use of alcohol, including drinking and driving, underage drinking and health consequences from the misuse of alcohol. These campaigns could result in an increased risk of
litigation against us and our industry. Lawsuits have been brought against beverage alcohol companies alleging problems related to alcohol abuse, negative health consequences
from drinking, problems from alleged marketing or sales practices and underage drinking. While these lawsuits have been largely unsuccessful in the past, others may succeed
in the future.
From time to time, we may also be party to other litigation in the ordinary course of our operations, including in connection with commercial disputes, enforcement or other
regulatory actions by tax, customs, competition, environmental, anti-corruption and other relevant regulatory authorities, or securities-related class action lawsuits, particularly
following any significant decline in the price of our securities. Any such litigation or other actions may be expensive to defend and result in damages, penalties or fines as well
as reputational damage to our company and our winery brands and may impact the ability of management to focus on other business matters. Furthermore, any adverse
judgments may result in an increase in future insurance premiums, and any judgements for which we are not fully insured may result in a significant financial loss and may
materially and adversely affect our business, results of operations and financial results.
Risks Related to Government Regulation
Health and safety incidents or advertising inaccuracies or product mislabeling may have an adverse effect on our business by exposing us to lawsuits, product recalls or
regulatory enforcement actions, increasing our operating costs and reducing demand for our brand offerings.
Selling wine and other Alcoholic Beverages involves inherent legal and other risks, and there is increasing governmental scrutiny of and public awareness regarding product
safety. Illness, injury or death related to allergens, illnesses, foreign material contamination or other product safety incidents caused by our brands, or involving our suppliers,
could result in the disruption or discontinuance of sales of these brands or our relationships with such suppliers, or otherwise result in increased operating costs, regulatory
enforcement actions or harm to our reputation.
Shipment of adulterated or misbranded products, even if inadvertent, can result in criminal or civil liability. Such incidents could also expose us to product liability, negligence
or other lawsuits, including consumer class action lawsuits. Any claims brought against us may exceed or be outside the scope of our existing or future insurance policy
coverage or limits. Any judgment against us that is more than our policy limits or not covered by our policies or not subject to insurance would have to be paid from our cash
reserves, which would reduce our capital resources.
65

The occurrence of adverse reactions or other safety incidents could also adversely affect the price and availability of affected brands, resulting in higher costs, disruptions in
supply and a reduction in our sales. Furthermore, any instances of contamination, defects, or regulatory noncompliance, whether or not caused by our actions, could compel us,
our suppliers or our retail or wholesale distributors, depending on the circumstances, to conduct a recall in accordance with the Alcohol and Tobacco Tax and Trade Bureau, or
TTB, FDA, California Department of Alcohol Beverage Control, or ABC, the Consumer Product Safety Commission, or CPSC, the USDA, the U.S. Environmental Protection
Agency, or EPA, or other federal regulations and policies, and comparable state laws, regulations and policies. Product recalls could result in significant losses due to their costs,
the destruction of product inventory, lost sales due to the unavailability of the product for a period of time and potential loss of existing retailers or consumers and a potential
negative impact on our ability to attract new consumers due to negative consumer experiences or because of an adverse impact on our brand and reputation. The costs of a recall
could be outside the scope of our existing or future insurance policy coverage or limits.
In addition, companies that sell wine and other Alcoholic Beverages products have been subject to targeted, large-scale tampering as well as to opportunistic, individual product
tampering, and we, like any such company, could be a target for product tampering. Forms of tampering could include the introduction of foreign material, chemical
contaminants and pathological organisms into products, as well as product substitution. Governmental regulations require companies like us to analyze, prepare and implement
mitigation strategies specifically to address tampering designed to inflict widespread public health harm. If we or our suppliers do not adequately address the possibility, or any
actual instance, of product tampering, we could face possible seizure or recall of our products and the imposition of civil or criminal sanctions, which could have an adverse
effect on our business, financial condition, results of operations and prospects.
Further, many brands that we sell are advertised with claims as to their origin, ingredients or environmental benefits, including, by way of example, the use of the term
“natural”, “organic”, or “sustainable”, or similar synonyms or implied statements relating to such benefits. Although the TTB, FDA and the USDA each has issued statements
regarding the appropriate use of the word “natural,” there is no single, U.S. government regulated definition of the term “natural” for use in the Alcoholic Beverages industry,
which is true for many other adjectives common in the beverage industry. The resulting uncertainty has led to consumer confusion, distrust and legal challenges. Plaintiffs have
commenced legal actions against several companies that market “natural” products or ingredients, asserting false, misleading and deceptive advertising and labeling claims,
including claims related to genetically modified ingredients and the use of synthetic ingredients, including synthetic forms of otherwise natural ingredients.
Should we become subject to similar claims, the resulting adverse publicity about these matters may discourage consumers from buying our brands, even if the basis for the
claim is unfounded. The cost of defending against any such claims could be significant. Any loss of confidence on the part of consumers in the truthfulness of our labeling,
advertising or ingredient claims would be difficult and costly to overcome and may significantly reduce our brand value. Any of these events could adversely affect our
reputation and brand and decrease our sales, which could have an adverse effect on our business, financial condition, results of operations and prospects.
Furthermore, the USDA enforces federal standards for organic production and use of the term “organic” on product labeling. These laws prohibit a company from selling or
labeling products as organic unless they are produced and handled in accordance with the applicable federal law. Failure to comply with these requirements may subject us or
our suppliers to liability or regulatory enforcement. Consumers may also pursue state law claims against us or our suppliers challenging use of the organic label as being
intentionally mislabeled or misleading or deceptive to consumers.
In addition, certain of the brands we sell require approval from and registration with the EPA prior to sale. Products that expressly or impliedly claim to control microorganisms
that pose a threat to human health may be subject by additional regulatory scrutiny and need to be supported by additional efficacy data. Should we advertise or market these
EPA regulated products with claims that are not permitted by the terms of their registration or are otherwise false or misleading, the EPA may be authorized to take enforcement
action to prevent the sale or distribution of disinfectant products. False or misleading marketing claims concerning a product’s EPA registration or its efficacy may also create
the risk for challenges under state law at the consumer level.
If any of the above actions or factors were to impact our products, this could adversely affect our reputation, business, financial condition, results of operations and prospects.
We are subject to extensive governmental regulation and we may incur material liabilities under, or costs in order to comply with, existing or future laws and regulation,
and our failure to comply may result in enforcements, recalls, and other adverse actions.
We and the suppliers and manufacturers we work with are subject to a broad range of federal, state, local, and foreign laws and regulations intended to protect public and worker
health and safety, natural resources, the environment and consumers. Our operations are subject to regulation by the TTB, ABC, Occupational Safety and Health
Administration, or OSHA, the FDA, the CPSC, the USDA, the FTC, EPA, and by various other federal, state, local and foreign authorities regarding the manufacture,
processing, packaging, storage, sale, order fulfillment, advertising, labeling, import and export of our brands. Certain of the brands we sell may require EPA registration and
approval prior to sale.
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In addition, we, our co-manufacturers and our third-party contractors are subject to additional regulatory requirements, including environmental, health and safety laws and
regulations administered by the EPA, state, local and foreign environmental, health and safety legislative and regulatory authorities and the National Labor Relations Board,
covering such areas as discharges and emissions to air and water, the use, management, disposal and remediation of, and human exposure to, hazardous materials and wastes,
and public and worker health and safety. Violations of or liability under any of these laws and regulations may result in administrative, civil or criminal fines, penalties or
sanctions against us, revocation or modification of applicable permits, licenses or authorizations, environmental, health and safety investigations or remedial activities, voluntary
or involuntary product recalls, warning or untitled letters or cease and desist orders against operations that are not in compliance, among other things. Such laws and regulations
generally have become more stringent over time and may become more so in the future, and we may incur (directly, or indirectly through our co-manufacturers and third-party
contractors) material costs to comply with current or future laws and regulations or in any required product recalls. Liabilities under, and/or costs of compliance, and the impacts
on us of any non-compliance, with any such laws and regulations could have an adverse effect on our business, financial condition, results of operations and prospects. In
addition, changes in the laws and regulations to which we are subject, or in the prevailing interpretations of such laws and regulations by courts and enforcement authorities,
could impose significant limitations and require changes to our business, which may increase our compliance expenses, make our business more costly and less efficient to
conduct, and compromise our growth strategy, which could have an adverse effect on our business, financial condition, results of operations and prospects.
Our brands are also subject to state laws and regulations, such as California’s Proposition 65, or Prop 65, which requires a specific warning on any product that contains a
substance listed by the State of California as having been found to cause cancer or birth defects, unless the level of such substance in the product is below a safe harbor level.
We have in the past been subject to lawsuits brought under Prop 65, and if we fail to comply with Prop 65 in the future, it may result in lawsuits and regulatory enforcement that
could have a material adverse effect on our reputation, business, financial condition, results of operations and prospects. Further, the inclusion of warnings on our brands to
comply with Prop 65 could also reduce overall consumption of our brands or leave consumers with the perception (whether or not valid) that our brands do not meet their health
and wellness needs, all of which could adversely affect our reputation, business, financial condition, results of operations and prospects.
These developments, depending on the outcome, could have an adverse effect on our reputation, business, financial condition, results of operations and prospects.
Changes in existing marketing and advertising laws or regulations or related official guidance, or the adoption of new laws or regulations or guidance for these areas, may
increase our costs and otherwise adversely affect our business, financial condition, results of operations and prospects.
The manufacture and marketing of Alcoholic Beverages is highly regulated. In connection with the marketing and advertisement of our brands, we could be the target of claims
relating to false or deceptive advertising, including under the auspices of the FTC and the consumer protection statutes of some states.
The advertising regulatory environment in which we operate has changed in the past could change significantly and adversely in the future. For example, in December 2009, the
FTC substantially revised its Guides Concerning the Use of Endorsements and Testimonials in Advertising, or “Endorsement Guides,” to eliminate a safe harbor principle that
formerly recognized that advertisers could publish consumer testimonials that conveyed truthful but extraordinary results from using the advertiser’s product as long as the
advertiser clearly and conspicuously disclosed that the endorser’s results were not typical. Although we strive to adapt our marketing efforts to evolving regulatory requirements
and related guidance, we may not always anticipate or timely identify changes in regulation or official guidance that could impact our business, with the result that we could be
subjected to litigation and enforcement actions that could adversely affect our business, financial condition, results of operations and prospects. Future changes in regulations
and related official guidance, including the Endorsement Guides and Green Guides, could also introduce new restrictions that impair our ability to market our brands effectively
and place us at a competitive disadvantage with competitors who depend less than we do on environmental marketing claims and social media influencer relationships.
Moreover, any change in marketing for our brands may lead to an increase in costs or interruptions in sales, either of which could adversely affect our business, financial
condition, results of operations and prospects. New or revised government laws, regulations or guidelines could result in additional compliance costs and, in the event of noncompliance, civil remedies, including fines, injunctions, withdrawals, recalls or seizures and confiscations, as well as potential criminal sanctions, any of which could have an
adverse effect on our business, financial condition, results of operations and prospects.
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Failure by our network of retailers, suppliers or manufacturers to comply with product safety, environmental or other laws and regulations, or with the specifications and
requirements of our brands, may disrupt our supply of products and adversely affect our business.
If our network of retailers, suppliers or manufacturers fail to comply with environmental, health and safety or other laws and regulations, or face allegations of non-compliance,
their operations may be disrupted and our reputation could be harmed. Additionally, our retailers, suppliers and manufacturers are required to maintain the quality of our
products and to comply with our standards and specifications. In the event of actual or alleged non-compliance, we might be forced to find alternative retailers, suppliers or
manufacturers and we may be subject to lawsuits and/or regulatory enforcement actions related to such non-compliance by the suppliers and manufacturers. As a result, our
supply of Alcoholic Beverages could be disrupted or our costs could increase, which could adversely affect our business, financial condition, results of operations and
prospects. The failure of any partner or manufacturer to produce products that conform to our standards could adversely affect our reputation in the marketplace and result in
product recalls, product liability claims, government or third-party actions and economic loss. Additionally, actions we may take to mitigate the impact of any disruption or
potential disruption in our supply of materials or finished inventory, including increasing inventory in anticipation of a potential supply or production interruption, could have
an adverse effect on our business, financial condition, results of operations and prospects.
Class action litigation, other legal claims and regulatory enforcement actions and the lack of adequate or sufficient insurance coverage could subject us to liability for
damages, civil and criminal penalties and other monetary and non-monetary liability and could otherwise adversely affect our reputation, business, financial condition,
results of operations and prospects.
We operate in a highly regulated environment with constantly evolving legal and regulatory frameworks. Consequently, we are subject to a heightened risk of consumer class
action litigation, other legal claims, government investigations or other regulatory enforcement actions. The product marketing and labeling practices of companies operating in
the Alcoholic Beverages industry receive close scrutiny from the private plaintiff’s class action bar and from public consumer protection agencies. Accordingly, there is risk that
consumers will bring class action lawsuits and that the FTC and/or state attorneys general or other consumer protection law enforcement authorities will bring legal actions
concerning the truth and accuracy of our product marketing and labeling claims. Examples of causes of action that may be asserted in a consumer class action lawsuit include
fraud, false advertising, unfair and deceptive practices, negligent misrepresentation and breach of state consumer protection statutes. Although we have implemented policies
and procedures designed to ensure compliance with existing laws and regulations, there can be no assurance that our employees, consultants, independent contractors, suppliers,
manufacturers or retailers will not violate our policies and procedures. Moreover, a failure to maintain effective control processes could lead to violations, unintentional or
otherwise, of laws and regulations. Legal claims, government investigations or regulatory enforcement actions arising out of our failure or alleged failure to comply with
applicable laws and regulations could subject us to civil and criminal penalties and liabilities that could adversely affect our brand sales, reputation, financial condition and
operating results. These liabilities could include obligations to reformulate brands or remove them from the marketplace, as well as obligations to disgorge revenue and to accept
burdensome injunctions that limit our freedom to market our brands. In addition, the costs and other effects of defending potential and pending litigation and administrative
actions against us may be difficult to determine and could adversely affect our reputation, business, brand image, financial condition, results of operations and prospects.
Furthermore, although we believe that the extent of our insurance coverage is consistent with industry practice, any claim under our insurance policies may be subject to certain
exceptions, may not be honored fully, in a timely manner, or at all, and we may not have purchased sufficient insurance to cover all losses incurred. If we were to incur
substantial liabilities, as a result of civil or criminal penalties or otherwise, or if our business operations were interrupted for a substantial period of time, we could incur costs
and suffer losses. Such liabilities, including inventory and business interruption losses, may not be covered by our insurance policies. We also expect that operating as a public
company will make it more difficult and more expensive for us to obtain director and officer liability insurance, and we may be required to accept reduced policy limits and
coverage or incur substantially higher costs to obtain the same or similar coverage. As a result, it may be more difficult for us to attract and retain qualified people to serve on
our board of directors, our board committees or as executive officers. We do not know, however, if we will be able to maintain existing insurance with adequate levels of
coverage. Any significant uninsured liability may require us to pay substantial amounts, which would adversely affect our cash position and results of operations. Additionally,
in the future, insurance coverage may not be available to us at commercially acceptable premiums, or at all.
68

Government regulation of the Internet and ecommerce is evolving, and unfavorable changes or failure by us to comply with these regulations could have an adverse effect
on our business, financial condition, results of operations and prospects.
We are subject to governmental laws as well as regulations and laws specifically governing the Internet and ecommerce. Existing and future regulations and laws could impede
the growth of the Internet, ecommerce or mobile commerce, which could in turn adversely affect our growth. These regulations and laws may involve taxes, tariffs, privacy and
data security, anti-spam, content protection, electronic contracts and communications, consumer protection, sales practices and Internet neutrality. It is not clear how existing
laws governing issues such as property ownership, sales and other taxes and consumer privacy apply to the Internet as the vast majority of these laws were adopted prior to the
advent of the Internet and do not contemplate or address the unique issues raised by the Internet or ecommerce. It is possible that general business regulations and laws, or those
specifically governing the Internet or ecommerce, may be interpreted and applied in a manner that is inconsistent from one jurisdiction to another and may conflict with other
rules or our practices. We cannot be sure that our practices have complied, comply or will comply fully with all such laws and regulations. Any failure, or perceived failure, by
us to comply with any of these laws or regulations could result in damage to our reputation, a loss in business and proceedings or actions against us by governmental entities,
consumers, suppliers or others. Any such proceeding or action could hurt our reputation, force us to spend significant amounts in defense of these proceedings, distract our
management, increase our costs of doing business, decrease the use of our website and mobile applications by consumers and suppliers and may result in the imposition of
monetary liabilities and burdensome injunctions. We may also be contractually liable to indemnify and hold harmless third parties from the costs or consequences of noncompliance with any such laws or regulations. As a result, adverse developments with respect to these laws and regulations could have an adverse effect on our business,
financial condition, results of operations and prospects.
Developments in labor and employment law and any unionizing efforts by employees could have an adverse effect on our business, financial condition, results of
operations and prospects.
We face the risk that Congress, federal agencies or one or more states could approve legislation or regulations significantly affecting our businesses and our relationship with
our employees and other individuals providing valuable services to us, such as our social media influencers. For example, the previously proposed federal legislation referred to
as the Employee Free Choice Act would have substantially liberalized the procedures for union organization. None of our employees are currently covered by a collective
bargaining agreement, but any attempt by our employees to organize a labor union could result in increased legal and other associated costs. Additionally, given the National
Labor Relations Board’s “speedy election” rule, our ability to timely and effectively address any unionizing efforts would be difficult. If we enter into a collective bargaining
agreement with our employees, the terms could have an adverse effect on our costs, efficiency and ability to generate acceptable returns on the affected operations.
Federal and state wage and hour rules establish minimum salary requirements for employees to be exempt from overtime payments. For example, among other requirements,
California law requires employers to pay employees who are classified as exempt from overtime a minimum salary of at least twice the minimum wage, which is currently
$58,240 per year for executive, administrative and professional employees with employers that have 26 or more employees. Minimum salary requirements impact the way we
classify certain employees, increases our payment of overtime wages and provision of meal or rest breaks, and increases the overall salaries we are required to pay to currently
exempt employees to maintain their exempt status. As such, these requirements could have an adverse effect on our business, financial condition, results of operations and
prospects.
As a producer of Alcoholic Beverages, we are regularly the subject of regulatory reviews, proceedings and audits by governmental entities, any of which could result in an
adverse ruling or conclusion, and which could have a material adverse effect on our business, financial condition, results of operations and future prospects.
We are subject to extensive regulatory review, proceedings and audits in the United States pursuant to federal, state and local laws regulating the production, distribution and
sale of consumable food items, and specifically Alcoholic Beverages, including by the TTB and the FDA. These and other regulatory agencies impose a number of product
safety, labeling and other requirements on our operations and sales. In California, we are subject to alcohol-related licensing and regulations by many authorities, including the
ABC, which investigates applications for licenses to sell Alcoholic Beverages, reports on the moral character and fitness of alcohol license applicants and the suitability of
premises where sales are to be conducted. Any governmental litigation, fines or restrictions on our operations resulting from the enforcement of these existing regulations or any
new legislation or regulations could have a material adverse effect on our business, results of operations and financial results. Any government intervention challenging the
production, marketing, promotion, distribution or sale of beverage alcohol or specific brands could affect our ability to sell our wines. Because litigation and other legal
proceedings can be costly to defend, even actions that are ultimately decided in our favor could have a negative impact on our business, results of operations or financial results.
Adverse developments in major lawsuits concerning these or other matters could result in management distraction and have a material adverse effect on our business.
Furthermore, changes to the interpretation or approach to enforcement of regulations may require changes to our business practices or the business practices of our suppliers,
wholesale distributors or consumers. The penalties associated with any violations or infractions may vary in severity and could result in a significant impediment to our business
operations, and could cause us to have to suspend sales of our wines in a jurisdiction for a period of time.
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Changes in laws and government regulations to which we are currently subject, including changes to the method or approach of enforcement of these government rules
and regulations, may increase our costs or limit our ability to sell our wines into certain markets, which could materially and adversely affect our business, results of
operations and financial condition.
The wine industry is subject to extensive regulation by a number of foreign and domestic agencies, state liquor authorities and local authorities. These regulations and laws
dictate such matters as licensing requirements, land use, production methods, trade and pricing practices, permitted distribution channels, permitted and required labeling,
advertising, sequestration of classes of wine and relations with wholesale distributors and retailers. Changes to existing laws and regulations may result in increased production
and sales costs, including an increase on the applicable tax in various state, federal and foreign jurisdictions in which we do business. The amount of wine that we can sell
directly to consumers in certain jurisdictions is regulated, and in certain states we are not allowed to sell wines directly to consumers at all. Changes in these laws and
regulations that tighten current rules could have an adverse impact on sales or increase costs to produce, market, package or sell wine. Changes in regulation that require
significant additional source data for registration and sale, in the labeling or warning requirements, or limitations on the permissibility of any component, condition or
ingredient, in the places in which our wines can be sold could inhibit sales of affected products in those markets. From time to time, states also consider proposals to increase
state alcohol excise taxes, which could adversely affect our profit margins. New or updated regulations, requirements or licenses, particularly changes that impact our ability to
sell, or new or increased excise taxes, income taxes, property and sales taxes or international tariffs, could affect our financial condition or results of operations.
The wine industry is subject to extensive regulation by a number of foreign and domestic agencies, state liquor authorities and local authorities. These regulations and laws
dictate such matters as licensing requirements, land use, production methods, trade and pricing practices, permitted distribution channels, permitted and required labeling,
advertising, sequestration of classes of wine and relations with wholesale distributors and retailers. Any expansion of our existing facilities may be limited by present and future
zoning ordinances, use permit terms, environmental restrictions and other legal requirements. In addition, new or updated regulations, requirements or licenses, particularly
changes that impact our ability to sell DTC and/or retail accounts in California, or new or increased excise taxes, income taxes, property and sales taxes or international tariffs,
could affect our financial condition or results of operations. From time to time, states consider proposals to increase state alcohol excise taxes. New or revised regulations or
increased licensing fees, requirements or taxes could have a material adverse effect on our business, financial condition and results of operations.
Risks Related to Ownership of Our Common Stock
Our quarterly operating results may fluctuate, which could cause our stock price to decline.
Our quarterly operating results may fluctuate for a variety of reasons, many of which are beyond our control, including:
·
fluctuations in revenue, including as a result of adverse market conditions due to the COVID-19 pandemic and the opening of retail and travel opportunities as the
pandemic abates, the seasonality of market transactions and fluctuations in sales through our retail and ecommerce channels;
·

the amount and timing of our operating expenses;

·

our success in attracting and maintaining relationships with wholesale distributors and retailers;

·

our success in executing on our strategy and the impact of any changes in our strategy;

·

the timing and success of brand launches, including new products in beverage categories beyond wine that we may introduce;

·

the timing and success of our marketing efforts;

·

adverse economic and market conditions, such as those related to the current COVID-19 pandemic and other adverse domestic or global events;

·
disruptions or defects in our technology platform, such as privacy or data security breaches, errors in our software or other incidents that impact the availability,
reliability or performance of our platform;
·
disruptions in our supply chain, such as the ability of our third-party suppliers to produce grapes or wine, the ability of wholesale distributors to distribute our
brands, or in our shipping arrangements or other relationships with third-party vendors;
·

the impact of competitive developments and our response to those developments;

·

fluctuations in inventory and working capital;

·

our ability to manage our business and future growth; and

·

our ability to recruit and maintain employees.
70

Fluctuations in our quarterly operating results and the price of our common stock may be particularly pronounced in the current economic environment due to the uncertainty
caused by and the unprecedented nature of the current COVID-19 pandemic, consumer spending patterns and the impacts of the gradual reopening of the offline economy and
lessening of restrictions on movement and travel as the COVID-19 pandemic abates. Fluctuations in our quarterly operating results may cause those results to fall below our
financial guidance or other projections, or the expectations of analysts or investors, which could cause the price of our common stock to decline. Fluctuations in our results could
also cause other problems, including, for example, analysts or investors changing their models for valuing our common stock, particularly post-pandemic. We could experience
short-term liquidity issues, our ability to retain or attract key personnel may diminish, and other unanticipated issues may arise.
We believe that our quarterly operating results may vary in the future and that period to period comparisons of our operating results may not be meaningful. For example, our
overall historical growth rate and the impacts of the COVID-19 pandemic may have overshadowed the effect of seasonal variations on our historical operating results. Any
seasonal effects may change or become more pronounced over time, which could also cause our operating results to fluctuate. You should not rely on the results of any given
quarter as an indication of future performance.
The estimates of market opportunity and forecasts of market growth may prove to be inaccurate, and even if the markets in which we compete achieve the forecasted
growth, our business could fail to grow at similar rates, if at all.
Market opportunity estimates and growth forecasts, including those we have generated ourselves or commissioned, are subject to significant uncertainty and are based on
assumptions and estimates that may not prove to be accurate, particularly in light of the ongoing COVID-19 pandemic and the related economic impact. The variables that go
into the calculation of our market opportunity across the markets are subject to change over time, and there is no guarantee that any particular number or percentage of
consumers covered by our market opportunity estimates will purchase our brands at all or generate any particular level of revenue for us. Any expansion in each market depends
on a number of factors, including the cost and perceived value associated with our brand offerings and those of our competitors. Even if the markets in which we compete meet
the size estimates and growth forecast, our business could fail to grow at the rate we anticipate, if at all, which could adversely affect our business, financial condition, results of
operations and prospects. Our growth is subject to many factors, including our success in implementing our business strategy, which is subject to many risks and uncertainties.
Accordingly, the forecasts of market growth should not be taken as indicative of our future growth. For more information regarding the estimates of market opportunity and
forecasts of market growth, see the section titled “Industry, Market, and Other Data.”
Securities analysts may not publish favorable research or reports about our business or may publish no information at all, which could cause our stock price or trading
volume to decline.
Our stock price and trading volume may be heavily influenced by the way analysts and investors interpret our financial information and other disclosures. If securities or
industry analysts do not publish research or reports about our business, delay publishing reports about our business, or publish negative reports about our business, regardless of
accuracy, our common stock price and trading volume could decline.
If a trading market for our common stock develops, the trading market will be influenced to some extent by the research and reports that industry or financial analysts publish
about us and our business. We do not control these analysts. As a newly public company, we may be slow to attract research coverage and the analysts who publish information
about our common stock will have had relatively little experience with us or our industry, which could affect their ability to accurately forecast our results and could make it
more likely that we fail to meet their estimates. In the event we obtain securities or industry analyst coverage, if any of the analysts who cover us provide inaccurate or
unfavorable research or issue an adverse opinion regarding our stock price, our stock price could decline. If one or more of these analysts cease coverage of us or fail to publish
reports covering us regularly, we could lose visibility in the market, which in turn could cause our stock price or trading volume to decline.
Even if our common stock is actively covered by analysts, we do not have any control over the analysts or the measures that analysts or investors may rely upon to forecast our
future results. Over-reliance by analysts or investors on any particular metric to forecast our future results may lead to forecasts that differ significantly from our own.
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If our estimates or judgments relating to our critical accounting policies are based on assumptions that change or prove to be incorrect, our operating results could fall
below our publicly announced guidance or the expectations of securities analysts and investors, resulting in a decline in the market price of our common stock.
The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the
amounts reported in our financial statements and accompanying notes. We base our estimates on historical experience and on various other assumptions that we believe to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets, liabilities, equity, revenue and expenses that
are not readily apparent from other sources. In connection with our adoption and implementation of the new revenue accounting standard, management made judgments and
assumptions based on our interpretation of the new standard. The new revenue standard is principles based and interpretation of those principles may vary from company to
company based on their unique circumstances. It is possible that interpretation, industry practice and guidance involving estimates and assumptions may evolve or change over
time. If our assumptions change or if actual circumstances differ from our assumptions, our operating results may be adversely affected and could fall below our publicly
announced guidance or the expectations of securities analysts and investors, resulting in a decline in the market price of our common stock.
A significant portion of our total outstanding shares are restricted from immediate resale but may be sold into the market in the near future. This could cause the market
price of our common stock to drop significantly, even if our business is doing well.
Sales of a substantial number of shares of our common stock in the public market could occur at any time. These sales, or the perception in the market that the holders of a large
number of shares intend to sell their shares, could result in a decrease in the market price of our common stock. The majority of our currently outstanding shares of common
stock are restricted as a result of securities laws or 180-day lock-up agreements (which may be waived, with or without notice, by Spartan Capital Securities, LLC) but will be
able to be sold beginning on May 9, 2022.
Moreover, holders of an aggregate of up to approximately 10.2 million shares of our common stock have rights, subject to some conditions, to require us to file registration
statements covering their shares or to include their shares in registration statements that we may file for ourselves or other stockholders. We have also registered all shares of
common stock that we may issue under our equity compensation plans. Once we register these shares or they otherwise cease to be restricted securities laws and are no longer
subject to contractual lockup restrictions, they can be freely sold in the public market, subject to volume limitations applicable to affiliates and lock-up agreements
Our directors, officers and principal stockholders have significant voting power and may take actions that may not be in the best interests of our other stockholders.
Our directors, officers and principal stockholders each holding more than 5% of our common stock collectively control a substantial portion of our outstanding common stock.
As a result, these stockholders, if they act together, will be able to exert significant influence over the management and affairs of our company and most matters requiring
stockholder approval, including the election of directors and approval of significant corporate transactions. This concentration of ownership may have the effect of delaying or
preventing a change in control, might adversely affect the market price of our common stock and may not be in the best interests of our other stockholders.
Some of these persons or entities may have interests different than yours. For example, they may be more interested in selling our company to an acquirer than other investors,
or they may want us to pursue strategies that deviate from the interests of other stockholders.
Delaware law and provisions in our amended and restated certificate of incorporation and amended and restated bylaws could make a merger, tender offer or proxy contest
more difficult, limit attempts by our stockholders to replace or remove our current management and depress the market price of our common stock.
Provisions in our amended and restated certificate of incorporation and our amended and restated bylaws may discourage, delay or prevent a merger, acquisition or other change
in control of us or tender offer that stockholders may consider favorable, including transactions in which stockholders might otherwise receive a premium for their shares. These
provisions could also limit the price that investors might be willing to pay in the future for shares of our common stock, thereby depressing the market price of our common
stock. In addition, these provisions may frustrate or prevent any attempts by our stockholders to replace or remove our current management by making it more difficult for
stockholders to replace members of our board of directors. Because our board of directors is responsible for appointing the members of our management team, these provisions
could in turn affect any attempt by our stockholders to replace current members of our management team. Among others, these provisions include that:
·
Our board of directors has the exclusive right to expand the size of our board of directors and to elect directors to fill a vacancy created by the expansion of the
board of directors or the resignation, death or removal of a director, which prevents stockholders from being able to fill vacancies on our board of directors;
·
Our board of directors is divided into three classes, Class I, Class II and Class III, with each class serving staggered three-year terms, which may delay the ability of
stockholders to change the membership of a majority of our board of directors;
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·

Our stockholders may not act by written consent, which forces stockholder action to be taken at an annual or special meeting of our stockholders;

·
A special meeting of stockholders may be called only by the chair of the board of directors, the chief executive officer, the president or the board of directors, which
may delay the ability of our stockholders to force consideration of a proposal or to take action, including the removal of directors;
·
Our amended and restated certificate of incorporation prohibits cumulative voting in the election of directors, which limits the ability of minority stockholders to
elect director candidates;
·

Our board of directors may alter our bylaws without obtaining stockholder approval;

·
The required approval of the holders of at least two-thirds of the shares entitled to vote at an election of directors to adopt, amend or repeal our amended and
restated bylaws or repeal the provisions of our amended and restated certificate of incorporation regarding the election and removal of directors;
·
Stockholders must provide advance notice and additional disclosures in order to nominate individuals for election to the board of directors or to propose matters that
can be acted upon at a stockholders’ meeting, which may discourage or deter a potential acquiror from conducting a solicitation of proxies to elect the acquiror’s own
slate of directors or otherwise attempting to obtain control of our company; and
·
Our board of directors is authorized to issue shares of preferred stock and to determine the terms of those shares, including preferences and voting rights, without
stockholder approval, which could be used to significantly dilute the ownership of a hostile acquirer.
Moreover, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General Corporation Law, which generally prohibits a
person who owns in excess of 15% of our outstanding voting stock from merging or combining with us for a period of three years after the date of the transaction in which the
person acquired in excess of 15% of our outstanding voting stock, unless the merger or combination is approved in a prescribed manner.
Our amended and restated certificate of incorporation will provide that the Court of Chancery of the State of Delaware will be the sole and exclusive forum for certain
stockholder litigation matters and the federal district courts of the United States shall be the exclusive forum for the resolution of any complaint asserting a cause of action
arising under the Securities Act, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers, employees or
stockholders.
Our amended and restated certificate of incorporation will provide that, unless we otherwise consent in writing, (A) (i) any derivative action or proceeding brought on behalf of
us, (ii) any action asserting a claim of breach of a fiduciary duty owed by any current or former director, officer, other employee or stockholder of ours to the us or our
stockholders, (iii) any action asserting a claim arising pursuant to any provision of the Delaware General Corporation Law, our amended and restated certificate of incorporation
or our amended and restated bylaws (as either may be amended or restated) or as to which the Delaware General Corporation Law confers exclusive jurisdiction on the Court of
Chancery of the State of Delaware or (iv) any action asserting a claim governed by the internal affairs doctrine of the law of the State of Delaware shall, to the fullest extent
permitted by law, be exclusively brought in the Court of Chancery of the State of Delaware or, if such court does not have subject matter jurisdiction thereof, the federal district
court of the State of Delaware; and (B) the federal district courts of the United States shall be the exclusive forum for the resolution of any complaint asserting a cause of action
arising under the Securities Act; however, there is uncertainty as to whether a court would enforce such provision, and investors cannot waive compliance with federal securities
laws and the rules and regulations thereunder. Notwithstanding the foregoing, the exclusive forum provision shall not apply to claims seeking to enforce any liability or duty
created by the Exchange Act. The choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes with us or
our directors, officers or other employees, which may discourage such lawsuits against us and our directors, officers, and other employees, although our stockholders will not
be deemed to have waived our compliance with federal securities laws and the rules and regulations thereunder. Alternatively, if a court were to find the choice of forum
provision contained in our amended and restated certificate of incorporation to be inapplicable or unenforceable in an action, we may incur additional costs associated with
resolving such action in other jurisdictions, which could harm our business, results of operations, and financial condition. Any person or entity purchasing or otherwise
acquiring or holding any interest in shares of our capital stock shall be deemed to have notice of and consented to the forum provisions in our amended and restated certificate
of incorporation.
We do not intend to pay dividends for the foreseeable future.
We currently intend to retain any future earnings to finance the operation and expansion of our business and we do not expect to declare or pay any dividends in the foreseeable
future. Moreover, the terms of our existing Credit Agreements restrict our ability to pay dividends, and any additional debt we may incur in the future may include similar
restrictions. In addition, Delaware law may impose requirements that may restrict our ability to pay dividends to holders of our common stock. As a result, capital appreciation,
if any, of our common stock will be the sole source of gain for our stockholders for the foreseeable future.
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General Risk Factors
We will incur significant additional costs as a result of being a public company, and our management will be required to devote substantial time to compliance with our
public company responsibilities and corporate governance practices.
We expect to incur costs associated with corporate governance requirements that are now applicable to us as a public company, including rules and regulations of the SEC,
under the Sarbanes-Oxley Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, and the Exchange Act, as well as the rules of the NYSE American.
These rules and regulations are expected to significantly increase our accounting, legal and financial compliance costs and make some activities more time-consuming. We
expect such expenses will further increase after we cease to qualify as an emerging growth company and smaller reporting company. We also expect these rules and regulations
to make it more expensive for us to maintain directors’ and officers’ liability insurance. As a result, it may be more difficult for us to attract and retain qualified persons to serve
on our board of directors or as executive officers. Furthermore, these rules and regulations will increase our legal and financial compliance costs and will make some activities
more time-consuming and costly. We cannot predict or estimate the amount of additional costs we will incur as a public company or the timing of such costs. Accordingly,
increases in costs incurred as a result of becoming a publicly traded company may adversely affect our business, financial condition and results of operations.
We may also become subject to more stringent state law requirements, including requirements to have a minimum number of females or individuals from underrepresented
populations on our board of directors.
Our disclosure controls and procedures may not prevent or detect all errors or acts of fraud.
We recently became subject to the periodic reporting requirements of the Exchange Act. We designed our disclosure controls and procedures to provide reasonable assurance
that information we must disclose in reports we file or submit under the Exchange Act is accumulated and communicated to management, and recorded, processed, summarized
and reported within the time periods specified in the rules and forms of the SEC. We believe that any disclosure controls and procedures, no matter how well-conceived and
operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met. These inherent limitations include the realities that judgments in
decision-making can be faulty, and that breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented by the individual acts of some
persons, by collusion of two or more people or by an unauthorized override of the controls. Accordingly, because of the inherent limitations in our control system,
misstatements due to error or fraud may occur and not be detected.
If we are unable to implement and maintain effective internal control over financial reporting, investors may lose confidence in the accuracy and completeness of our
reported financial information and the market price of our common stock may be negatively affected.
As a public company, we are required to maintain internal control over financial reporting and to report any material weaknesses in such internal control. Section 404 of the
Sarbanes-Oxley Act requires that we evaluate and determine the effectiveness of our internal control over financial reporting and, beginning with our second annual report after
the completion of our initial public offering, provide a management report on the internal control over financial reporting. If we have a material weakness in our internal control
over financial reporting, we may not detect errors on a timely basis and our financial statements may be materially misstated. We will be implementing the process and
documentation necessary to perform the evaluation needed to comply with Section 404 of the Sarbanes-Oxley Act. We may not be able to complete our evaluation, testing and
any required remediation in a timely fashion.
During the evaluation and testing process, if we identify one or more material weaknesses in our internal control over financial reporting, our management will be unable to
conclude that our internal control over financial reporting is effective. Moreover, when we are no longer an emerging growth company or smaller reporting company, our
independent registered public accounting firm will be required to issue an attestation report on the effectiveness of our internal control over financial reporting. Even if our
management concludes that our internal control over financial reporting is effective, our independent registered public accounting firm may conclude that there are material
weaknesses with respect to our internal controls or the level at which our internal controls are documented, designed, implemented or reviewed.
If we are unable to conclude that our internal control over financial reporting is effective, or, when we are no longer an emerging growth company or smaller reporting
company, if our auditors were to express an adverse opinion on the effectiveness of our internal control over financial reporting because we had one or more material
weaknesses, investors could lose confidence in the accuracy and completeness of our financial disclosures, which could cause the price of our common stock to decline. Internal
control deficiencies could also result in a restatement of our financial results in the future.
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Our ability to raise capital in the future may be limited and our failure to raise capital when needed could prevent us from growing.
In the future, we could be required to raise capital through public or private financing or other arrangements. Such financing may not be available on acceptable terms, or at all,
and our failure to raise capital when needed could harm our business. We may sell common stock, convertible securities and other equity securities in one or more transactions
at prices and in a manner as we may determine from time to time. If we sell any such securities in subsequent transactions, investors in our common stock may be materially
diluted. New investors in such subsequent transactions could gain rights, preferences and privileges senior to those of holders of our common stock. Debt financing, if available,
may involve restrictive covenants and could reduce our operational flexibility or ability to achieve or maintain profitability. If we cannot raise funds on acceptable terms, we
may be forced to raise funds on undesirable terms, or our business may contract or we may be unable to grow our business or respond to competitive pressures, any of which
could have an adverse effect on our business, financial condition, results of operations and prospects.
Future sales and issuances of our capital stock or rights to purchase capital stock could result in additional dilution of the percentage ownership of our stockholders and
could cause the price of our common stock to decline.
We may issue additional securities. Future sales and issuances of our capital stock or rights to purchase our capital stock could result in substantial dilution to our existing
stockholders. We may sell common stock, convertible securities, and other equity securities in one or more transactions at prices and in a manner as we may determine from
time to time. If we sell any such securities in subsequent transactions, investors may be materially diluted. New investors in such subsequent transactions could gain rights,
preferences, and privileges senior to those of holders of our common stock.
Litigation or legal proceedings could expose us to significant liabilities and have a negative impact on our reputation or business.
We are, and may in the future become, party to various claims and litigation proceedings. We evaluate these claims and litigation proceedings to assess the likelihood of
unfavorable outcomes and to estimate, if possible, the amount of potential losses. Based on these assessments and estimates, we may establish reserves, as appropriate. These
assessments and estimates are based on the information available to management at the time and involve a significant amount of management judgment. Actual outcomes or
losses may differ materially from our assessments and estimates. We are not currently party to any material litigation.
Even when not merited, the defense of these lawsuits may divert our management’s attention, and we may incur significant expenses in defending these lawsuits. The results of
litigation and other legal proceedings are inherently uncertain, and adverse judgments or settlements in some of these legal disputes may result in adverse monetary damages,
penalties or injunctive relief against us, which could have an adverse effect on our business, financial condition, results of operations and prospects. Any claims or litigation,
even if fully indemnified or insured, could damage our reputation and make it more difficult to compete effectively or to obtain adequate insurance in the future.
Furthermore, while we maintain insurance for certain potential liabilities, such insurance does not cover all types and amounts of potential liabilities and is subject to various
exclusions as well as caps on amounts recoverable. Even if we believe a claim is covered by insurance, insurers may dispute our entitlement to recovery for a variety of potential
reasons, which may affect the timing and, if the insurers prevail, the amount of our recovery.
Employee litigation or other unfavorable publicity could negatively affect our future business.
Our employees have in the past, and may in the future, bring employment-related lawsuits against us, including regarding injuries, a hostile workplace, discrimination, wage
and hour disputes, sexual harassment, or other employment issues. In recent years there has been an increase in the number of discrimination and harassment claims generally.
Coupled with the expansion of social media platforms, employer review websites and similar devices that allow individuals access to a broad audience, these claims have had a
significant negative impact on some businesses. Certain companies that have faced employment- or harassment-related claims have had to terminate management or other key
personnel and have suffered reputational harm that has negatively impacted their business, including their ability to attract and hire top talent. If we were to face any
employment- or harassment-related claims, our business could be negatively affected in similar or other ways.
We are an “emerging growth company” and a “smaller reporting company” and we cannot be certain if the reduced disclosure requirements applicable to emerging growth
companies and a smaller reporting companies will make our common stock less attractive to investors.
We are an “emerging growth company,” as defined in the JOBS Act, and we take advantage of certain exemptions and relief from various reporting requirements that are
applicable to other public companies that are not emerging growth companies. In particular, while we are an emerging growth company: we will not be required to comply with
the auditor attestation requirements of Section 404(b) of the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act; we will be exempt from any rules that could be adopted
by the Public Company Accounting Oversight Board requiring mandatory audit firm rotations or a supplement to the auditor’s report on financial statements; we will be subject
to reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements; and we will not be required to hold nonbinding advisory votes
on executive compensation, frequency of votes on executive compensation or stockholder approval of any golden parachute payments not previously approved.
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In addition, while we remain an emerging growth company we can take advantage of an extended transition period for complying with new or revised accounting standards.
This allows an emerging growth company to delay the adoption of certain accounting standards until those standards would otherwise apply to private companies. We have
elected to take advantage of this extended transition period and, as a result, our operating results and financial statements may not be comparable to the operating results and
financial statements of companies who have adopted the new or revised accounting standards.
We may remain an emerging growth company until as late as December 31, 2026, though we may cease to be an emerging growth company earlier under certain circumstances,
including if (i) we have more than $1.07 billion in annual revenue in any fiscal year, (ii) the market value of our common stock that is held by non-affiliates exceeds $700
million as of any June 30 or (iii) we issue more than $1.0 billion of non-convertible debt over a three-year period.
Even after we no longer qualify as an emerging growth company, we may still qualify as a smaller reporting company, which would allow us to continue to take advantage of
many of the same exemptions from disclosure requirements, including, among other things, not being required to comply with the auditor attestation requirements of Section
404 of the Sarbanes-Oxley Act, presenting only the two most recent fiscal years of audited financial statements in our Annual Report on Form 10-K and reduced disclosure
obligations regarding executive compensation in our periodic reports and proxy statements.
Investors may find our common stock less attractive to the extent we rely on the exemptions and relief granted by the JOBS Act. If some investors find our common stock less
attractive as a result, there may be a less active trading market for our common stock and our stock price may decline or become more volatile.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Unregistered Sales of Equity Securities
None.
Use of Proceeds
On November 15, 2021, we closed our initial public offering, or the IPO, of our common stock in which we issued and sold 1,692,308 shares of our common stock at a price to
the public of $13.00 per share. The underwriters also have an option to purchase from us an additional 253,846 shares of common stock pursuant to a 45-day option to purchase
additional shares. The shares were offered pursuant to registration statements on Form S-1 (File Nos. 333-259828 and 333-260989), which became effective on November 10,
2021. The underwriters of the offering were led by Spartan Capital Securities, LLC. The offering did not terminate until after the sale of all shares of common stock registered
on the registration statements.
We raised approximately $17.9 million in proceeds, net of underwriting discounts and commissions of approximately $1.5 million and estimated offering costs of approximately
$2.6 million. No payments for such expenses were made directly or indirectly to (i) any of our officers or directors or their associates, (ii) any persons owning 10% or more of
any class of our equity securities or (iii) any of our affiliates. The net proceeds from our IPO have been used and will be used for general corporate purposes.
There has been no material change in the intended use of proceeds from our IPO as described in our final prospectus dated November 10, 2021 and filed with the SEC pursuant
to Rule 424(b)(4) on November 12, 2021.
Item 3. Defaults Upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not applicable.
Item 5. Other Information.
None.
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Item 6. Exhibits.
Incorporated by Reference
Exhibit
Number

3.1
3.2
4.1
10.1
10.1(a)

10.2#
10.2(a)#
10.2(b)#
10.3#
10.8#
10.9#
10.10
31.1

31.2

32.1
32.2

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
104

Description

Form

File No.

Exhibit

Filing Date

11/17/2021

Amended and Restated Certificate of Incorporation
Amended and Restated Bylaws
Representative's Warrant Agreement
Seventh Amended and Restated Investors Rights Agreement by and between Winc,
Inc. and certain security holders of Winc, Inc., dated as of April 6, 2021
First Amendment to Seventh Amended and Restated Investors Rights Agreement by
and between Winc, Inc. and certain security holders of Winc, Inc., dated as of
October 12, 2021
2021 Incentive Award Plan
Form of Stock Option Agreement under the 2021 Incentive Award Plan
Form of Restricted Stock Unit under the 2021 Incentive Award Plan
2021 Employee Stock Purchase Plan
Executive Severance Plan

8-K
8-K

001-41055
001-41055

3.1
3.2

S-1

333-259828

10.1

11/02/2021

S-1

333-259828

10.1(a)

11/02/2021

S-1
S-1

333-259828
333-259828

10.4(a)
10.4(b)

11/02/2021
11/02/2021

Non-Employee Director Compensation Program
Form of Indemnification Agreement between Winc, Inc. and its directors and
officers
Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and 15d14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

S-1
S-1

Inline XBRL Instance Document – the instance document does not appear in the
Interactive Data File because its XBRL tags are embedded within the Inline XBRL
document.
Inline XBRL Taxonomy Extension Schema Document
Inline XBRL Taxonomy Extension Calculation Linkbase Document
Inline XBRL Taxonomy Extension Definition Linkbase Document
Inline XBRL Taxonomy Extension Label Linkbase Document
Inline XBRL Taxonomy Extension Presentation Linkbase Document
Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Filed herewith.
** Furnished herewith.
# Indicates management contract or compensatory plan.
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Filed/Furnished
Herewith

11/17/2021
*

*

*
*
333-259828
333-259828

10.9
10.2

11/02/2021
10/13/2021
*

*

**
**

*

*
*
*
*
*
*

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
Winc, Inc.
Date: December 9, 2021

By:

/s/ Geoffrey McFarlane
Geoffrey McFarlane
Chief Executive Officer
(Principal Executive Officer)

Date: December 9, 2021

By:

/s/ Carol Brault
Carol Brault
Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 4.1
COMMON STOCK PURCHASE WARRANT
For the Purchase of 50,769 Shares of Common Stock
of
WINC, INC.
1.Purchase Warrant. THIS CERTIFIES THAT, in consideration of funds duly paid by or on behalf of Spartan Capital Securities, LLC (“Holder”), as
registered owner of this Purchase Warrant, Winc, Inc., a Delaware corporation (the “Company”), Holder is entitled, at any time or from time to time at
or before 5:00 p.m., Eastern time, November 10, 2026 (the “Expiration Date”), but not thereafter, to subscribe for, purchase and receive, in whole or in
part, up to 50,769 shares of common stock of the Company, par value $0.0001 per share (the “Shares”), subject to adjustment as provided in Section 6
hereof. If the Expiration Date is a day on which banking institutions are authorized by law to close, then this Purchase Warrant may be exercised on the
next succeeding day which is not such a day in accordance with the terms herein. This Purchase Warrant is initially exercisable at $14.30 per Share;
provided, however, that upon the occurrence of any of the events specified in Section 6 hereof, the rights granted by this Purchase Warrant, including the
exercise price per Share and the number of Shares to be received upon such exercise, shall be adjusted as therein specified. The term “Exercise Price”
shall mean the initial exercise price or the adjusted exercise price, depending on the context. The term “Effective Date” shall mean November 10, 2021,
the date on which the Registration Statement on Form S-1 (File No. 333-259828) (the “IPO Registration Statement”) of the Company was declared
effective by the Securities and Exchange Commission.
2.Exercise.
2.1. Exercise Form. In order to exercise this Purchase Warrant, the exercise form attached hereto must be duly executed and completed and
delivered to the Company, together with this Purchase Warrant and payment of the Exercise Price for the Shares being purchased payable in cash by wire
transfer of immediately available funds to an account designated by the Company or by certified check or official bank check. If the subscription rights
represented hereby shall not be exercised at or before 5:00 p.m., Eastern time, on the Expiration Date, this Purchase Warrant shall become and be void
without further force or effect, and all rights represented hereby shall cease and expire.
2.2. Cashless Exercise. In lieu of exercising this Purchase Warrant by payment of cash or check payable to the order of the Company pursuant
to Section 2.1 above, Holder may elect to receive the number of Shares equal to the value of this Purchase Warrant (or the portion thereof being
exercised), by surrender of this Purchase Warrant to the Company, together with the exercise form attached hereto, in which event the Company shall
issue to Holder, Shares in accordance with the following formula:
X

=

Y(A-B)
A

Where,
X
Y
A
B

=
=
=
=

The number of Shares to be issued to Holder;
The number of Shares for which the Purchase Warrant is being exercised;
The fair market value of one Share; and
The Exercise Price.

For purposes of this Section 2.2, the fair market value of a Share is defined as follows:
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(i)

if the Company’s common stock is traded on a securities exchange, the value shall be deemed to be the closing price on such
exchange on the trading day immediately prior to the date on which the exercise form is submitted in connection with the
exercise of the Purchase Warrant;

(ii)

if the Company’s common stock is actively traded over-the-counter, the value shall be deemed to be the closing bid price on
the trading day immediately prior to the date on which the exercise form is submitted in connection with the exercise of the
Purchase Warrant; or

(iii) if there is no active public market, the value shall be the fair market value thereof, as determined in good faith by the
Company’s Board of Directors.
3. Transfer.
3.1.General Restrictions. The registered Holder of this Purchase Warrant agrees by his, her or its acceptance hereof, that such Holder will not:
(a) sell, transfer, assign, pledge or hypothecate this Purchase Warrant or the Shares issuable hereunder for a period of one hundred eighty (180) days
following the Effective Date to anyone other than: (i) Spartan Capital Securities, LLC (“Spartan”) or an underwriter or a selected dealer participating in
the offering made pursuant to the IPO Registration Statement, or (ii) a bona fide officer or partner of Spartan or of any such underwriter or selected
dealer, in each case in accordance with FINRA Conduct Rule 5110(e)(1), or (b) cause this Purchase Warrant or the Shares issuable hereunder to be the
subject of any hedging, short sale, derivative, put or call transaction that would result in the effective economic disposition of this Purchase Warrant or
the securities hereunder, except as provided for in FINRA Rule 5110(e)(2). On and after 180 days after the Effective Date, transfers to others may be
made subject to compliance with or exemptions from applicable securities laws. In order to make any permitted assignment, the Holder must deliver to
the Company the assignment form attached hereto duly executed and completed, together with the Purchase Warrant and payment of all transfer taxes, if
any, payable in connection therewith. The Company shall within five (5) business days transfer this Purchase Warrant on the books of the Company and
shall execute and deliver a new Purchase Warrant or Purchase Warrants of like tenor to the appropriate assignee(s) expressly evidencing the right to
purchase the aggregate number of Shares purchasable hereunder or such portion of such number as shall be contemplated by any such assignment.
3.2.Ownership of Warrants The Company may treat the registered holder of this Warrant in the books of the Company as the owner and holder
thereof for all purposes, notwithstanding any notice to the contrary, except that, if and when any Warrant is properly assigned in blank, the Company
may (but shall not be obligated to) treat the bearer thereof as the owner of such Warrant for all purposes, notwithstanding any notice to the contrary.
4. Registration Rights.
4.1. “Piggy-Back” Registration.
4.1.1.Grant of Right. Subject to Section 4.1.3, the Holder shall have the right, for a period of no more than seven (7) years from the
Effective Date in accordance with FINRA Rule 5110(g)(8)(D), to include all or any portion of the Shares underlying the Purchase Warrants (excluding
any Shares which have been transferred and the subsequent disposition thereof no longer requires registration or qualification under the Securities Act or
any similar state law then in force) (collectively, the “Registrable Securities”)
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as part of any other registration of securities filed by the Company (other than in connection with a transaction contemplated by Rule 145(a)
promulgated under the Securities Act or pursuant to Form S-8 or any equivalent form); provided, however, that if, solely in connection with any
underwritten public offering involving the offer and sale of the Company’s common stock, the managing underwriter(s) thereof shall, in its reasonable
discretion, impose a limitation on the number of shares of common stock which may be included in the registration statement because, in such
underwriter(s)’ judgment, marketing or other factors dictate such limitation is necessary to facilitate public distribution, then the Company shall be
obligated to include in such registration statement only such limited portion of the Registrable Securities with respect to which the Holder requested
inclusion hereunder as the underwriter shall reasonably permit. Any exclusion of Registrable Securities shall be made in a manner consistent with the
exclusion of securities as set forth in the Company’s amended and restated investor’s rights agreement.
4.1.2.Terms. The Company shall bear all fees and expenses attendant to registering the Registrable Securities pursuant to Section
4.1.1 hereof, but the Holders shall pay any and all underwriting commissions and fees and the expenses of any legal counsel selected by the Holders to
represent them in connection with the sale of the Registrable Securities. In the event of such a proposed registration, the Company shall furnish the then
Holders of outstanding Registrable Securities with not less than thirty (30) days’ written notice prior to the anticipated effective date of such registration
statement. Such notice to the Holders shall continue to be given for each registration statement filed by the Company until such time as all of the
Registrable Securities have been sold by the Holder. The holders of the Registrable Securities shall exercise the “piggy-back” rights provided for herein
by giving written notice within ten (10) days of the receipt of the Company’s notice of the anticipated effective date of the registration statement. Except
as otherwise provided in this Purchase Warrant, there shall be no limit on the number of times the Holder may request registration under this Section
4.1.2; provided, however, that such registration rights shall terminate on the seventh anniversary of the Commencement Date.
4.1.3.Expiration. Notwithstanding anything herein to the contrary, Shares acquired following an exercise of the Purchase Warrants
shall cease to constitute Registrable Securities if the Holder holds less than 1% of the Company’s outstanding common stock and all common stock held
by the Holder (and its affiliates) may be sold pursuant to Rule 144 promulgated under the Securities Act of 1933, as amended, during any ninety (90) day
period.
4.2. General Terms.
4.2.1. Indemnification. The Company shall indemnify the Holders of the Registrable Securities to be sold
pursuant to any registration statement hereunder and each person, if any, who controls such Holders within the meaning of Section 15 of the Securities
Act or Section 20(a) of the Securities Exchange Act of 1934, as amended (“Exchange Act”), against all loss, claim, damage, expense or liability
(including all reasonable attorneys’ fees and other expenses reasonably incurred in investigating, preparing or defending against any claim whatsoever)
to which any of them may become subject under the Securities Act, the Exchange Act or otherwise, arising from such registration statement but only to
the same extent and with the same effect as the provisions pursuant to which the Company has agreed to indemnify the Underwriters contained in
Section 6(a) of the Underwriting Agreement between the Underwriters and the Company, dated as of November 10, 2021. The Holders of the
Registrable Securities to be sold pursuant to such registration statement, and their successors and assigns, shall severally, and not jointly, indemnify the
Company, against all loss, claim, damage, expense or liability (including all reasonable attorneys’ fees and other expenses reasonably incurred in
investigating, preparing or defending against any claim whatsoever) to which they may become subject under the Securities Act, the Exchange Act or
otherwise, arising from information furnished by or on behalf of such Holders, or their successors or assigns, in writing, for specific inclusion in such
registration statement to the same extent and with the same effect as the provisions
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contained in Section 6(b) of the Underwriting Agreement pursuant to which the Underwriters have agreed to indemnify the Company.
4.2.2.Exercise of Purchase Warrants. Nothing contained in this Purchase Warrant shall be construed as
requiring the Holders to exercise their Purchase Warrants prior to or after the initial filing of any registration statement or the effectiveness thereof.
4.2.3.Documents Delivered to Holders. In the sale by the Holders is an underwritten offering, the Company
shall furnish to Holder participating in such offering and each underwriter of any such offering, a signed counterpart, addressed to such Holder or
underwriter, of: (i) an opinion of counsel to the Company dated the date of the closing under any underwriting agreement related thereto), and (ii) a “cold
comfort” letter dated the date of the closing under the underwriting agreement) signed by the independent registered public accounting firm which has
issued a report on the Company’s financial statements included in such registration statement, in each case covering substantially the same matters with
respect to such registration statement (and the prospectus included therein) and, in the case of such accountants’ letter, with respect to events subsequent
to the date of such financial statements, as are customarily covered in opinions of issuer’s counsel and in accountants’ letters delivered to underwriters in
underwritten public offerings of securities. The Company shall also deliver promptly to each Holder participating in the offering requesting the
correspondence and memoranda described below and to the managing underwriter, if any, copies of all correspondence between the Commission and the
Company, its counsel or auditors and all memoranda relating to discussions with the Commission or its staff with respect to the registration statement
and permit each Holder and underwriter to do such investigation, upon reasonable advance notice, with respect to information contained in or omitted
from the registration statement as it deems reasonably necessary to comply with applicable securities laws or rules of FINRA. Such investigation shall
include access to books, records and properties and opportunities to discuss the business of the Company with its officers and independent auditors, all to
such reasonable extent and at such reasonable times as any such Holder shall reasonably request.
4.2.4.Underwriting Agreement. The Company shall enter into an underwriting agreement with the managing
underwriter(s), if any, selected by any Holders whose Registrable Securities are being registered pursuant to this Section 4, which managing underwriter
shall be reasonably satisfactory to the Company. Such agreement shall be reasonably satisfactory in form and substance to the Company, each Holder
and such managing underwriters, and shall contain such representations, warranties and covenants by the Company and such other terms as are
customarily contained in agreements of that type used by the managing underwriter. The Holders shall be parties to any underwriting agreement relating
to an underwritten sale of their Registrable Securities and may, at their option, require that any or all the representations, warranties and covenants of the
Company to or for the benefit of such underwriters shall also be made to and for the benefit of such Holders. Such Holders shall not be required to make
any representations or warranties to or agreements with the Company or the underwriters except as they may relate to such Holders, their Shares and
their intended methods of distribution.
4.2.5.Documents to be Delivered by Holders. Each of the Holders participating in any of the foregoing offerings
shall furnish to the Company a completed and executed questionnaire provided by the Company requesting information customarily sought of selling
security holders.
4.2.6.Damages. Should the registration or the effectiveness thereof required by Sections 4.1 hereof be delayed
by the Company or the Company otherwise fails to comply with such provisions, the Holders shall, in addition to any other legal or other relief available
to the Holders, be entitled to obtain specific performance or other equitable (including injunctive) relief against the threatened breach of such
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provisions or the continuation of any such breach, without the necessity of proving actual damages and without the necessity of posting bond or other
security.
5. New Purchase Warrants to be Issued.
5.1.Partial Exercise or Transfer. Subject to the restrictions in Section 3 hereof, this Purchase Warrant may be exercised or assigned in whole or
in part. In the event of the exercise or assignment hereof in part only, upon surrender of this Purchase Warrant for cancellation, together with the duly
executed exercise or assignment form and funds sufficient to pay any Exercise Price and/or transfer tax if exercised pursuant to Section 2.1 hereto, the
Company shall cause to be delivered to the Holder without charge a new Purchase Warrant of like tenor to this Purchase Warrant in the name of the
Holder evidencing the right of the Holder to purchase the number of Shares purchasable hereunder as to which this Purchase Warrant has not been
exercised or assigned.
5.2.Lost Certificate. Upon receipt by the Company of evidence satisfactory to it of the loss, theft, destruction or mutilation of this Purchase
Warrant and of reasonably satisfactory indemnification or the posting of a bond, the Company shall execute and deliver a new Purchase Warrant of like
tenor and date. Any such new Purchase Warrant executed and delivered as a result of such loss, theft, mutilation or destruction shall constitute a
substitute contractual obligation on the part of the Company.
6. Adjustments.
6.1.Adjustments to Exercise Price and Number of Securities. The Exercise Price and the number of Shares underlying the Purchase Warrant
shall be subject to adjustment from time to time as hereinafter set forth:
6.1.1.Share Dividends; Split Ups. If, after the date hereof, and subject to the provisions of Section 6.3 below, the number of
outstanding Shares is increased by a stock dividend payable in Shares or by a split up of Shares or other similar event, then, on the effective day thereof,
the number of Shares purchasable hereunder shall be increased in proportion to such increase in outstanding Shares, and the Exercise Price shall be
proportionately decreased.
6.1.2.Aggregation of Shares. If, after the date hereof, and subject to the provisions of Section 6.3 below, the number of outstanding
Shares is decreased by a consolidation, combination or reclassification of Shares or other similar event, then, on the effective date thereof, the number of
Shares purchasable hereunder shall be decreased in proportion to such decrease in outstanding Shares, and the Exercise Price shall be proportionately
increased.
6.1.3.Replacement of Securities upon Reorganization, etc. In case of any reclassification or reorganization of the outstanding Shares
other than a change covered by Section 6.1.1 or 6.1.2 hereof or that solely affects the par value of such Shares, or in the case of any share reconstruction
or amalgamation or consolidation of the Company with or into another corporation (other than a consolidation or share reconstruction or amalgamation
in which the Company is the continuing corporation and that does not result in any reclassification or reorganization of the outstanding Shares), or in the
case of any sale or conveyance to another corporation or entity of the property of the Company as an entirety or substantially as an entirety in connection
with which the Company is dissolved, the Holder of this Purchase Warrant shall have the right thereafter (until the expiration of the right of exercise of
this Purchase Warrant) to receive upon the exercise hereof, for the same aggregate Exercise Price payable hereunder immediately prior to such event, the
kind and amount of shares of stock or other securities or property (including cash) receivable upon such reclassification, reorganization, share
reconstruction or amalgamation, or consolidation, or upon a
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dissolution following any such sale or transfer, by a holder of the number of Shares of the Company issuable upon exercise of this Purchase Warrant
immediately prior to such event; and if any reclassification also results in a change in Shares covered by Section 6.1.1 or 6.1.2, then such adjustment
shall be made pursuant to Sections 6.1.1, 6.1.2 and this Section 6.1.3. The provisions of this Section 6.1.3 shall similarly apply to successive
reclassifications, reorganizations, share reconstructions or amalgamations, or consolidations, sales or other transfers.
6.1.4.Changes in Form of Purchase Warrant. This form of Purchase Warrant need not be changed because of any change pursuant to
this Section 6.1, and Purchase Warrants issued after such change may state the same Exercise Price and the same number of Shares as are stated in the
Purchase Warrants initially issued pursuant to this Agreement. The acceptance by any Holder of the issuance of new Purchase Warrants reflecting a
required or permissive change shall not be deemed to waive any rights to an adjustment occurring after the Commencement Date or the computation
thereof.
6.2.Substitute Purchase Warrant. In case of any consolidation of the Company with, or share reconstruction or amalgamation of the Company
with or into, another corporation (other than a consolidation or share reconstruction or amalgamation which does not result in any reclassification or
change of the outstanding Shares), the corporation formed by such consolidation or share reconstruction or amalgamation shall execute and deliver to the
Holder a supplemental Purchase Warrant providing that the holder of each Purchase Warrant then outstanding or to be outstanding shall have the right
thereafter (until the stated expiration of such Purchase Warrant) to receive, upon exercise of such Purchase Warrant, the kind and amount of shares of
stock and other securities and property receivable upon such consolidation or share reconstruction or amalgamation, by a holder of the number of Shares
for which such Purchase Warrant might have been exercised immediately prior to such consolidation, share reconstruction or amalgamation, sale or
transfer. Such supplemental Purchase Warrant shall provide for adjustments which shall be identical to the adjustments provided for in this Section 6.
The above provision of this Section shall similarly apply to successive consolidations or share reconstructions or amalgamations.
6.3.Elimination of Fractional Interests. The Company shall not be required to issue certificates representing fractions of Shares upon the
exercise of the Purchase Warrant, nor shall it be required to issue scrip or pay cash in lieu of any fractional interests, it being the intent of the parties that
all fractional interests shall be eliminated by rounding any fraction up or down, as the case may be, to the nearest whole number of Shares or other
securities, properties or rights.
7.Reservation and Listing. The Company shall at all times reserve and keep available out of its authorized Shares, solely for the purpose of issuance
upon exercise of the Purchase Warrants, such number of Shares or other securities, properties or rights as shall be issuable upon the exercise thereof. The
Company covenants and agrees that, upon exercise of the Purchase Warrants and payment of the Exercise Price therefor, in accordance with the terms
hereby, all Shares and other securities issuable upon such exercise shall be duly and validly issued, fully paid and non-assessable and not subject to
preemptive rights of any stockholder. As long as the Purchase Warrants shall be outstanding, the Company shall use its commercially reasonable efforts
to cause all Shares issuable upon exercise of the Purchase Warrants to be listed (subject to official notice of issuance) on all national securities
exchanges (or, if applicable, on the OTC Bulletin Board or any successor trading market) on which the Shares issued to the public in the Offering may
then be listed and/or quoted.
8.Certain Notice Requirements.
8.1.No Rights as Stockholder. No Holder shall be entitled to vote or receive dividends or distributions or be deemed the holder of any equity
securities which may at any time be issuable on the
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exercise hereof, nor shall anything contained herein be construed to confer upon the Holder, as such, any of the rights of a stockholder of the Company
or any right to vote for the election of directors or upon any matter submitted to stockholders at any meeting thereof, or to give or withhold consent to
any corporate action (whether upon any recapitalization, issuance of stock, reclassification of stock, change of par value, consolidation, merger,
conveyance, or otherwise) or to receive notice of meetings, or to receive dividends or distributions, or to share in the assets of the Company in the event
of a liquidation, dissolution or the winding up of the Company, until the Purchase Warrant shall have been exercised and the Shares shall have become
deliverable, as provided herein.
8.2.Certain Notices. If at any time prior to the expiration of the Purchase Warrants and their exercise, any of the events described in Section
8.3 shall occur, then, in one or more of said events, the Company shall give written notice of such event at least fifteen (15) days prior to the date fixed
as a record date or the date of closing the transfer books for the determination of the stockholders entitled to such dividend, distribution, conversion or
exchange of securities or subscription rights, or entitled to vote on such proposed dissolution, liquidation, winding up or sale. Such notice shall specify
such record date or the date of the closing of the transfer books, as the case may be. Notwithstanding the foregoing, the Company shall deliver to each
Holder a copy of each notice given to the other stockholders of the Company at the same time and in the same manner that such notice is given to the
stockholders.
8.3.Events Requiring Notice. The Company shall be required to give the notice described in this Section 8 upon one or more of the following
events: (i) if the Company shall take a record of the holders of its Shares for the purpose of entitling them to receive a dividend or distribution payable
otherwise than in cash, or a cash dividend or distribution payable otherwise than out of retained earnings, as indicated by the accounting treatment of
such dividend or distribution on the books of the Company; (ii) the Company shall offer to all the holders of its Shares any additional shares of capital
stock of the Company or securities convertible into or exchangeable for shares of capital stock of the Company, or any option, right or warrant to
subscribe therefor; or (iii) a dissolution, liquidation or winding up of the Company (other than in connection with a consolidation or share reconstruction
or amalgamation) or a sale of all or substantially all of its property, assets and business shall be proposed.
8.4.Notice of Change in Exercise Price. The Company shall, promptly after an event requiring a change in the Exercise Price pursuant to
Section 6 hereof, send notice to the Holders of such event and change (“Price Notice”). The Price Notice shall describe the event causing the change and
the method of calculating same and shall be certified as being true and accurate by the Company’s Chief Financial Officer.
8.5.Transmittal of Notices. All notices, requests, consents and other communications under this Purchase Warrant shall be in writing and shall
be deemed to have been duly made when hand delivered or mailed by express mail or private courier service: (i) if to the registered Holder of the
Purchase Warrant, to the address of such Holder as shown on the books of the Company, or (ii) if to the Company, to following address or to such other
address as the Company may designate by notice to the Holders:
If to the Holder:
Spartan Capital Securities, LLC
45 Broadway, 19th Floor
New York, New York 10006
Attn:
Fax No.:
with a copy (which shall not constitute notice) to:
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Manatt, Phelps & Phillips, LLP
695 Town Center Drive, 14th Floor
Costa Mesa, CA 92626
Attn: Thomas J. Poletti
Fax No.: (714) 371-2551
If to the Company:
Winc, Inc.
1751 Berkeley St., Studio 3
Santa Monica, California 90404
Attn: Matthew Thelen, Chief Strategy Officer and General Counsel
with a copy (which shall not constitute notice) to:
Latham & Watkins LLP
650 Town Center Drive, 20th Floor
Costa Mesa, California 92626
Attn: Drew Capurro
and
140 Scott Drive,
Menlo Park, California 94025
Attn: Brian Cuneo
9. Miscellaneous.
9.1.Amendments. The Company and Spartan may from time to time supplement or amend this Purchase Warrant without the approval of any
of the Holders in order to cure any ambiguity, to correct or supplement any provision contained herein that may be defective or inconsistent with any
other provisions herein, or to make any other provisions in regard to matters or questions arising hereunder that the Company and Spartan may deem
necessary or desirable and that the Company and Spartan deem shall not adversely affect the interest of the Holders. All other modifications or
amendments shall require the written consent of and be signed by the party against whom enforcement of the modification or amendment is sought.
9.2.Headings. The headings contained herein are for the sole purpose of convenience of reference, and shall not in any way limit or affect the
meaning or interpretation of any of the terms or provisions of this Purchase Warrant.
9.3.Entire Agreement. This Purchase Warrant (together with the other agreements and documents being delivered pursuant to or in connection
with this Purchase Warrant) constitutes the entire agreement of the parties hereto with respect to the subject matter hereof, and supersedes all prior
agreements and understandings of the parties, oral and written, with respect to the subject matter hereof.
9.4.Binding Effect. This Purchase Warrant shall inure solely to the benefit of and shall be binding upon, the Holder and the Company and their
permitted assignees, respective successors, legal representative and assigns, and no other person shall have or be construed to have any legal or equitable
right, remedy or claim under or in respect of or by virtue of this Purchase Warrant or any provisions herein contained.
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9.5.Governing Law; Submission to Jurisdiction; Trial by Jury. This Purchase Warrant shall be governed by and construed and enforced in
accordance with the laws of the State of New York, without giving effect to conflict of laws principles thereof. The Company hereby agrees that any
action, proceeding or claim against it arising out of, or relating in any way to this Purchase Warrant shall be brought and enforced in the New York
Supreme Court, County of New York, or in the United States District Court for the Southern District of New York, and irrevocably submits to such
jurisdiction, which jurisdiction shall be exclusive. The Company hereby waives any objection to such exclusive jurisdiction and that such courts
represent an inconvenient forum. Any process or summons to be served upon the Company may be served by transmitting a copy thereof by registered
or certified mail, return receipt requested, postage prepaid, addressed to it at the address set forth in Section 8 hereof. Such mailing shall be deemed
personal service and shall be legal and binding upon the Company in any action, proceeding or claim. The Company and the Holder agree that the
prevailing party(ies) in any such action shall be entitled to recover from the other party(ies) all of its reasonable attorneys’ fees and expenses relating to
such action or proceeding and/or incurred in connection with the preparation therefor. The Company (on its behalf and, to the extent permitted by
applicable law, on behalf of its stockholders and affiliates) and the Holder hereby irrevocably waive, to the fullest extent permitted by applicable law,
any and all right to trial by jury in any legal proceeding arising out of or relating to this Agreement or the transactions contemplated hereby.
9.6.Waiver, etc. The failure of the Company or the Holder to at any time enforce any of the provisions of this Purchase Warrant shall not be
deemed or construed to be a waiver of any such provision, nor to in any way affect the validity of this Purchase Warrant or any provision hereof or the
right of the Company or any Holder to thereafter enforce each and every provision of this Purchase Warrant. No waiver of any breach, non-compliance or
non-fulfillment of any of the provisions of this Purchase Warrant shall be effective unless set forth in a written instrument executed by the party or
parties against whom or which enforcement of such waiver is sought; and no waiver of any such breach, non-compliance or non-fulfillment shall be
construed or deemed to be a waiver of any other or subsequent breach, non-compliance or non-fulfillment.
9.7.Execution in Counterparts. This Purchase Warrant or any amendment hereto may be executed in one or more counterparts, and by the
different parties hereto in separate counterparts, each of which shall be deemed to be an original, but all of which taken together shall constitute one and
the same agreement, and shall become effective when one or more counterparts has been signed by each of the parties hereto and delivered to each of the
other parties hereto. Such counterparts may be delivered by facsimile transmission or other electronic transmission.

[Signature Page Follows]
9

IN WITNESS WHEREOF, the Company has caused this Purchase Warrant to be signed by its duly authorized officer as of the 15th day of
November, 2021.
WINC, INC.
By:

/s/ Carol Brault
Name: Carol Brault
Title: Chief Financial Officer

[Form to be used to exercise Purchase Warrant]
Date: __________, 20___
The undersigned hereby elects irrevocably to exercise the Purchase Warrant for ______ shares of common stock, par value $0.0001 per share
(the “Shares”), of Winc, Inc., a Delaware corporation (the “Company”), and hereby makes payment of $____ (at the rate of $____ per Share) in
payment of the Exercise Price pursuant thereto. Please issue the Shares as to which this Purchase Warrant is exercised in accordance with the instructions
given below and, if applicable, a new Purchase Warrant representing the number of Shares for which this Purchase Warrant has not been exercised.
Or
The undersigned is entitled to pursuant to Section 2.2 of the Purchase Warrant, and hereby elects irrevocably, to convert its right to purchase
___ Shares of the Company under the Purchase Warrant for ______ Shares, as determined in accordance with the following formula:
X

=

Y(A-B)
A

Where,
X
Y
A
B

=
=
=
=

The number of Shares to be issued to Holder;
The number of Shares for which the Purchase Warrant is being exercised;
The fair market value of one Share which is equal to $_____; and
The Exercise Price which is equal to $______ per share

The undersigned agrees and acknowledges that the calculation and its ability set forth above is subject to confirmation by the Company and
any disagreement with respect to the calculation shall be resolved by the Company in its sole discretion.
Please issue the Shares as to which this Purchase Warrant is exercised in accordance with the instructions given below and, if applicable, a new
Purchase Warrant representing the number of Shares for which this Purchase Warrant has not been converted.
Signature
Signature Guaranteed
INSTRUCTIONS FOR REGISTRATION OF SECURITIES
Name:
(Print in Block Letters)
Address:

NOTICE: The signature to this form must correspond with the name as written upon the face of the Purchase Warrant without alteration or enlargement or any change
whatsoever, and must be guaranteed by a bank, other than a savings bank, or by a trust company or by a firm having membership on a registered national securities exchange.

[Form to be used to assign Purchase Warrant]
ASSIGNMENT
(To be executed by the registered Holder to effect a transfer of the within Purchase Warrant):
FOR VALUE RECEIVED, __________________ does hereby sell, assign and transfer unto ___________________the right to purchase shares of
common stock, par value $0.0001 per share, of Winc, Inc., a Delaware corporation (the “Company”), evidenced by the Purchase Warrant and does
hereby authorize the Company to transfer such right on the books of the Company.
Dated: __________, 20__
Signature
Signature Guaranteed

NOTICE: The signature to this form must correspond with the name as written upon the face of the within Purchase Warrant without alteration or
enlargement or any change whatsoever, and must be guaranteed by a bank, other than a savings bank, or by a trust company or by a firm having
membership on a registered national securities exchange.

Exhibit 10.2
WINC, INC.
2021 INCENTIVE AWARD PLAN
ARTICLE I.
PURPOSE
The Plan’s purpose is to enhance the Company’s ability to attract, retain and motivate persons who make (or are expected to make) important
contributions to the Company by providing these individuals with equity ownership opportunities and/or equity-linked compensatory opportunities.
Capitalized terms used in the Plan are defined in Article XI.
ARTICLE II.
ELIGIBILITY
Service Providers are eligible to be granted Awards under the Plan, subject to the limitations described herein.
ARTICLE III.
ADMINISTRATION AND DELEGATION
III.1Administration. The Plan is administered by the Administrator. The Administrator has authority to determine which Service
Providers receive Awards, grant Awards and set Award terms and conditions, subject to the conditions and limitations in the Plan. The Administrator
also has the authority to take all actions and make all determinations under the Plan, to interpret the Plan and Award Agreements and to adopt, amend
and repeal Plan administrative rules, guidelines and practices as it deems advisable. The Administrator may correct defects and ambiguities, supply
omissions and reconcile inconsistencies in the Plan or any Award Agreement as it deems necessary or appropriate to administer the Plan and any Awards.
The Administrator’s determinations under the Plan are in its sole discretion and will be final and binding on all persons having or claiming any interest
in the Plan or any Award.
III.2Appointment of Committees. To the extent Applicable Laws permit, the Board or the Administrator may delegate any or all of
its powers under the Plan to one or more Committees or committees of officers of the Company or any of its Subsidiaries. The Board or the
Administrator, as applicable, may rescind any such delegation, abolish any such committee or Committee and/or re-vest in itself any previously
delegated authority at any time.
ARTICLE IV.
STOCK AVAILABLE FOR AWARDS
IV.1Number of Shares. Subject to adjustment under Article VIII and the terms of this Article IV, the maximum number of Shares
that may be issued pursuant to Awards under the Plan shall be equal to the Overall Share Limit. As of the Effective Date, the Company will cease
granting awards under the Prior Plan; however, Prior Plan Awards will remain subject to the terms of the Prior Plan. Shares issued under the Plan may
consist of authorized but unissued Shares, Shares purchased on the open market or treasury Shares. Shares issued under the Plan will be shares of
Common Stock.
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IV.2Share Recycling. If all or any part of an Award or a Prior Plan Award expires, lapses or is terminated, exchanged for or settled
in cash, surrendered, repurchased, canceled without having been fully exercised or forfeited, in any case, in a manner that results in the Company
acquiring Shares covered by the Award or Prior Plan Award at a price not greater than the price (as adjusted to reflect any Equity Restructuring) paid by
the Participant for such Shares or not issuing any Shares covered by the Award or Prior Plan Award, the unused Shares covered by the Award or Prior
Plan Award will, as applicable, become or again be available for Award grants under the Plan. Further, Shares delivered (either by actual delivery or
attestation) to the Company by a Participant to satisfy the applicable exercise or purchase price of an Award or Prior Plan Award and/or to satisfy any
applicable tax withholding obligation with respect to an Award or Prior Plan Award (including Shares retained by the Company from the Award or Prior
Plan Award being exercised or purchased and/or creating the tax obligation) will, as applicable, become or again be available for Award grants under the
Plan. The payment of Dividend Equivalents in cash in conjunction with any outstanding Awards shall not count against the Overall Share Limit.
Notwithstanding anything to the contrary contained herein, the following Shares shall not be added to the Shares authorized for grant under Section 4.1
and shall not be available for future grants of Awards: (a) Shares subject to a Stock Appreciation Right that are not issued in connection with the stock
settlement of the Stock Appreciation Right on exercise thereof; and (b) Shares purchased on the open market with the cash proceeds from the exercise of
Options.
IV.3Incentive Stock Option Limitations. Notwithstanding anything to the contrary herein, no more than 25,000,000 Shares may be
issued pursuant to the exercise of Incentive Stock Options.
IV.4Substitute Awards. In connection with an entity’s merger or consolidation with the Company or the Company’s acquisition of
an entity’s property or stock, the Administrator may grant Awards in substitution for any options or other stock or stock-based awards granted before
such merger or consolidation by such entity or its affiliate. Substitute Awards may be granted on such terms as the Administrator deems appropriate,
notwithstanding limitations on Awards in the Plan. Substitute Awards will not count against the Overall Share Limit (nor shall Shares subject to a
Substitute Award be added to the Shares available for Awards under the Plan as provided above), except that Shares acquired by exercise of substitute
Incentive Stock Options will count against the maximum number of Shares that may be issued pursuant to the exercise of Incentive Stock Options under
the Plan. Additionally, in the event that a company acquired by the Company or any Subsidiary or with which the Company or any Subsidiary combines
has shares available under a pre-existing plan approved by stockholders and not adopted in contemplation of such acquisition or combination, the shares
available for grant pursuant to the terms of such pre-existing plan (as adjusted, to the extent appropriate, using the exchange ratio or other adjustment or
valuation ratio or formula used in such acquisition or combination to determine the consideration payable to the holders of common stock of the entities
party to such acquisition or combination) may be used for Awards under the Plan and shall not reduce the Shares authorized for grant under the Plan
(and Shares subject to such Awards shall not be added to the Shares available for Awards under the Plan as provided above); provided that Awards using
such available shares shall not be made after the date awards or grants could have been made under the terms of the pre-existing plan, absent the
acquisition or combination, and shall only be made to individuals who were not Employees, Consultants or Directors prior to such acquisition or
combination.
IV.5Non-Employee Director Compensation. Notwithstanding any provision to the contrary in the Plan, the Administrator may
establish compensation for non-employee Directors from time to time, subject to the limitations in the Plan. The Administrator will from time to time
determine the terms, conditions and amounts of all such non-employee Director compensation in its discretion and pursuant to the exercise of its
business judgment, taking into account such factors, circumstances and considerations as it shall deem relevant from time to time; provided that,
commencing with the calendar year following the
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calendar year in which the Effective Date occurs, the sum of any cash compensation, or other compensation, and the value (determined as of the grant
date in accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 718, or any successor thereto) of Awards
granted to a non-employee Director as compensation for services as a non-employee Director with respect to any fiscal year of the Company may not
exceed $500,000 (which limit shall not apply to the compensation for any non-employee Director of the Company who serves in any capacity in addition
to that of a non-employee Director for which he or she receives additional compensation).
ARTICLE V.
STOCK OPTIONS AND STOCK APPRECIATION RIGHTS
V.1General. The Administrator may grant Options or Stock Appreciation Rights to Service Providers subject to the limitations in
the Plan, including any limitations in the Plan that apply to Incentive Stock Options. A Stock Appreciation Right will entitle the Participant (or other
person entitled to exercise the Stock Appreciation Right) to receive from the Company upon exercise of the exercisable portion of the Stock
Appreciation Right an amount determined by multiplying the excess, if any, of the Fair Market Value of one Share on the date of exercise over the
exercise price per Share of the Stock Appreciation Right by the number of Shares with respect to which the Stock Appreciation Right is exercised. Such
amount shall be subject to any limitations of the Plan or that the Administrator may impose and payable in cash, Shares valued at Fair Market Value or a
combination of the two as the Administrator may determine or provide in the Award Agreement.
V.2Exercise Price. The Administrator will establish each Option’s and Stock Appreciation Right’s exercise price and specify the
exercise price in the Award Agreement. The exercise price will not be less than 100% of the Fair Market Value on the grant date of the Option (subject
to Section 5.6) or Stock Appreciation Right. Notwithstanding the foregoing, in the case of an Option or a Stock Appreciation Right that is a Substitute
Award, the exercise price per share of the Shares subject to such Option or Stock Appreciation Right, as applicable, may be less than the Fair Market
Value per share on the date of grant; provided that the exercise price of any Substitute Award shall be determined in accordance with the applicable
requirements of Sections 424 and 409A of the Code.
V.3Duration. Each Option or Stock Appreciation Right will be exercisable at such times and as specified in the Award Agreement,
provided that the term of an Option or Stock Appreciation Right will not exceed ten years. Notwithstanding the foregoing and unless determined
otherwise by the Company, in the event that on the last business day of the term of an Option or Stock Appreciation Right (other than an Incentive Stock
Option) (i) the exercise of the Option or Stock Appreciation Right is prohibited by Applicable Law, as determined by the Company, or (ii) Shares may
not be purchased or sold by the applicable Participant due to any Company insider trading policy (including blackout periods) or a “lock-up” agreement
undertaken in connection with an issuance of securities by the Company, the term of the Option or Stock Appreciation Right shall be extended until the
date that is 30 days after the end of the legal prohibition, black-out period or lock-up agreement, as determined by the Company; provided, however, in
no event shall the extension last beyond the ten year term of the applicable Option or Stock Appreciation Right. Notwithstanding the foregoing, to the
extent permitted under Applicable Laws, if the Participant, prior to the end of the term of an Option or Stock Appreciation Right, violates the noncompetition, non-solicitation, confidentiality or other similar restrictive covenant provisions of any employment contract, confidentiality and
nondisclosure agreement or other agreement between the Participant and the Company or any of its Subsidiaries, the right of the Participant and the
Participant’s transferees to exercise any Option or Stock Appreciation Right issued to the Participant shall terminate immediately upon such violation,
unless the Company otherwise determines.
3

V.4Exercise. Options and Stock Appreciation Rights may be exercised by delivering to the Company a written notice of exercise, in
a form the Administrator approves (which may be electronic), signed by the person authorized to exercise the Option or Stock Appreciation Right,
together with, as applicable, payment in full (i) as specified in Section 5.5 for the number of Shares for which the Award is exercised and (ii) as specified
in Section 9.5 for any applicable taxes. Unless the Administrator otherwise determines, an Option or Stock Appreciation Right may not be exercised for
a fraction of a Share.
V.5Payment Upon Exercise. Subject to Section 10.8, any Company insider trading policy (including blackout periods) and
Applicable Laws, the exercise price of an Option must be paid by:
(a)cash, wire transfer of immediately available funds or by check payable to the order of the Company, provided
that the Company may limit the use of one of the foregoing payment forms if one or more of the payment forms below is permitted;
(b)if there is a public market for Shares at the time of exercise, unless the Company otherwise determines, (i)
delivery (including electronically or telephonically to the extent permitted by the Company) of an irrevocable and unconditional undertaking by a broker
acceptable to the Company to deliver promptly to the Company sufficient funds to pay the exercise price, or (ii) the Participant’s delivery to the
Company of a copy of irrevocable and unconditional instructions to a broker acceptable to the Company to deliver promptly to the Company cash or a
check sufficient to pay the exercise price; provided that such amount is paid to the Company at such time as may be required by the Administrator;
(c)to the extent permitted by the Administrator, delivery (either by actual delivery or attestation) of Shares
owned by the Participant valued at their Fair Market Value;
(d)to the extent permitted by the Administrator, surrendering Shares then issuable upon the Option’s exercise
valued at their Fair Market Value on the exercise date;
(e)to the extent permitted by the Administrator, delivery of a promissory note or any other property that the
Administrator determines is good and valuable consideration; or
(f)to the extent permitted by the Company, any combination of the above payment forms approved by the
Administrator.
V.6Additional Terms of Incentive Stock Options. The Administrator may grant Incentive Stock Options only to employees of the
Company, any of its present or future parent or subsidiary corporations, as defined in Sections 424(e) or (f) of the Code, respectively, and any other
entities the employees of which are eligible to receive Incentive Stock Options under the Code. If an Incentive Stock Option is granted to a Greater
Than 10% Stockholder, the exercise price will not be less than 110% of the Fair Market Value on the Option’s grant date, and the term of the Option will
not exceed five years. All Incentive Stock Options will be subject to and construed consistently with Section 422 of the Code. By accepting an
Incentive Stock Option, the Participant agrees to give prompt notice to the Company of dispositions or other transfers (other than in connection with a
Change in Control) of Shares acquired under the Option made within (i) two years from the grant date of the Option or (ii) one year after the transfer of
such Shares to the Participant, specifying the date of the disposition or other transfer and the amount the Participant realized, in cash, other property,
assumption of indebtedness or other consideration, in such disposition or other transfer. Neither the Company nor the Administrator will be liable to a
Participant, or any other party, if an Incentive Stock Option fails or ceases to qualify as an “incentive stock option” under Section 422 of the Code. Any
Incentive Stock Option or portion thereof that fails to qualify as an “incentive stock option” under Section 422 of the Code for any reason, including
becoming exercisable with respect
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to Shares having a fair market value exceeding the $100,000 limitation under Treasury Regulation Section 1.422-4, will be a Non-Qualified Stock
Option.
ARTICLE VI.
RESTRICTED STOCK; RESTRICTED STOCK UNITS; DIVIDEND EQUIVALENTS
VI.1General. The Administrator may grant Restricted Stock, or the right to purchase Restricted Stock, to any Service Provider,
subject to the Company’s right to repurchase all or part of such shares at their issue price or other stated or formula price from the Participant (or to
require forfeiture of such shares) if conditions the Administrator specifies in the Award Agreement are not satisfied before the end of the applicable
restriction period or periods that the Administrator establishes for such Award. In addition, the Administrator may grant to Service Providers Restricted
Stock Units, which may be subject to vesting and forfeiture conditions during the applicable restriction period or periods, as set forth in an Award
Agreement.
VI.2Restricted Stock.
(a)Dividends. Participants holding shares of Restricted Stock will be entitled to all ordinary cash dividends
paid with respect to such Shares, unless the Administrator provides otherwise in the Award Agreement. In addition, unless the Administrator provides
otherwise, if any dividends or distributions are paid in Shares, or consist of a dividend or distribution to holders of Common Stock of property other than
an ordinary cash dividend, the Shares or other property will be subject to the same restrictions on transferability and forfeitability as the shares of
Restricted Stock with respect to which they were paid.
(b)Stock Certificates. The Company may require that the Participant deposit in escrow with the Company (or
its designee) any stock certificates issued in respect of shares of Restricted Stock, together with a stock power endorsed in blank.
VI.3Restricted Stock Units.
(a)Settlement. The Administrator may provide that settlement of Restricted Stock Units will occur upon or as
soon as reasonably practicable after the Restricted Stock Units vest or will instead be deferred, on a mandatory basis or at the Participant’s election, in a
manner intended to comply with Section 409A.
(b)Stockholder Rights. A Participant will have no rights of a stockholder with respect to Shares subject to any
Restricted Stock Unit unless and until the Shares are delivered in settlement of the Restricted Stock Unit.
VI.4Dividend Equivalents. If the Administrator provides, a grant of Restricted Stock Units or Other Stock or Cash Based Award
may provide a Participant with the right to receive Dividend Equivalents, and no Dividend Equivalents shall be payable with respect to Options or Stock
Appreciation Rights. Dividend Equivalents may be paid currently or credited to an account for the Participant, settled in cash or Shares and subject to
the same restrictions on transferability and forfeitability as the Restricted Stock Units with respect to which the Dividend Equivalents are granted and
subject to other terms and conditions as set forth in the Award Agreement.
ARTICLE VII.
OTHER STOCK OR CASH BASED AWARDS
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Other Stock or Cash Based Awards may be granted to Participants, including Awards entitling Participants to receive Shares to be delivered in
the future and including annual or other periodic or long-term cash bonus awards (whether based on specified Performance Criteria or otherwise), in
each case subject to any conditions and limitations in the Plan. Such Other Stock or Cash Based Awards will also be available as a payment form in the
settlement of other Awards, as standalone payments and as payment in lieu of compensation to which a Participant is otherwise entitled. Other Stock or
Cash Based Awards may be paid in Shares, cash or other property, as the Administrator determines.
ARTICLE VIII.
ADJUSTMENTS FOR CHANGES IN COMMON STOCK
AND CERTAIN OTHER EVENTS
VIII.1Equity Restructuring. In connection with any Equity Restructuring, notwithstanding anything to the contrary in this Article
VIII, the Administrator will equitably adjust each outstanding Award as it deems appropriate to reflect the Equity Restructuring, which may include
adjusting the number and type of securities subject to each outstanding Award and/or the Award’s exercise price or grant price (if applicable), granting
new Awards to Participants, and making a cash payment to Participants. The adjustments provided under this Section 8.1 will be nondiscretionary and
final and binding on the affected Participant and the Company; provided that the Administrator will determine whether an adjustment is equitable.
VIII.2Corporate Transactions. In the event of any dividend or other distribution (whether in the form of cash, Common Stock, other
securities, or other property), reorganization, merger, consolidation, combination, amalgamation, repurchase, recapitalization, liquidation, dissolution, or
sale, transfer, exchange or other disposition of all or substantially all of the assets of the Company, or sale or exchange of Common Stock or other
securities of the Company, Change in Control, issuance of warrants or other rights to purchase Common Stock or other securities of the Company, other
similar corporate transaction or event, other unusual or nonrecurring transaction or event affecting the Company or its financial statements or any change
in any Applicable Laws or accounting principles, the Administrator, on such terms and conditions as it deems appropriate, either by the terms of the
Award or by action taken prior to the occurrence of such transaction or event (except that action to give effect to a change in Applicable Law or
accounting principles may be made within a reasonable period of time after such change) is hereby authorized to take any one or more of the following
actions whenever the Administrator determines that such action is appropriate in order to (x) prevent dilution or enlargement of the benefits or potential
benefits intended by the Company to be made available under the Plan or with respect to any Award granted or issued under the Plan, (y) to facilitate
such transaction or event or (z) give effect to such changes in Applicable Laws or accounting principles:
(a)To provide for the cancellation of any such Award in exchange for either an amount of cash or other property
with a value equal to the amount that could have been obtained upon the exercise or settlement of the vested portion of such Award or realization of the
Participant’s rights under the vested portion of such Award, as applicable; provided that, if the amount that could have been obtained upon the exercise
or settlement of the vested portion of such Award or realization of the Participant’s rights, in any case, is equal to or less than zero, then the Award may
be terminated without payment; provided, further, that Awards held by members of the Board will be settled in Shares on or immediately prior to the
applicable event if the Administrator takes action under this clause (a);
(b)To provide that such Award shall vest and, to the extent applicable, be exercisable as to all shares covered
thereby, notwithstanding anything to the contrary in the Plan or the provisions of such Award;
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(c)To provide that such Award be assumed by the successor or survivor corporation, or a parent or subsidiary
thereof, or shall be substituted for by awards covering the stock of the successor or survivor corporation, or a parent or subsidiary thereof, with
appropriate adjustments as to the number and kind of shares and/or applicable exercise or purchase price, in all cases, as determined by the
Administrator;
(d)To make adjustments in the number and type of shares of Common Stock (or other securities or property)
subject to outstanding Awards and/or with respect to which Awards may be granted under the Plan (including, but not limited to, adjustments of the
limitations in Article IV on the maximum number and kind of shares which may be issued) and/or in the terms and conditions of (including the grant or
exercise price or applicable performance goals), and the criteria included in, outstanding Awards;
(e)To replace such Award with other rights or property selected by the Administrator; and/or
(f)To provide that the Award will terminate and cannot vest, be exercised or become payable after the
applicable event.
VIII.3Effect of Non-Assumption in a Change in Control. Notwithstanding the provisions of Section 8.2, if a Change in Control
occurs and a Participant’s Awards are not continued, converted, assumed, or replaced with a substantially similar award by (a) the Company, or (b) a
successor entity or its parent or subsidiary (an “Assumption”), and provided that the Participant has not had a Termination of Service, then, immediately
prior to the Change in Control, such Awards shall become fully vested, exercisable and/or payable, as applicable, and all forfeiture, repurchase and other
restrictions on such Awards shall lapse, in which case, such Awards shall be canceled upon the consummation of the Change in Control in exchange for
the right to receive the Change in Control consideration payable to other holders of Common Stock (i) which may be on such terms and conditions as
apply generally to holders of Common Stock under the Change in Control documents (including, without limitation, any escrow, earn-out or other
deferred consideration provisions) or such other terms and conditions as the Administrator may provide, and (ii) determined by reference to the number
of shares subject to such Awards and net of any applicable exercise price; provided that to the extent that any Awards constitute “nonqualified deferred
compensation” that may not be paid upon the Change in Control under Section 409A without the imposition of taxes thereon under Section 409A, the
timing of such payments shall be governed by the applicable Award Agreement (subject to any deferred consideration provisions applicable under the
Change in Control documents); and provided, further, that if the amount to which a Participant would be entitled upon the settlement or exercise of such
Award at the time of the Change in Control is equal to or less than zero, then such Award may be terminated without payment. The Administrator shall
determine whether an Assumption of an Award has occurred in connection with a Change in Control.
VIII.4Administrative Stand Still. In the event of any pending stock dividend, stock split, combination or exchange of shares,
merger, consolidation or other distribution (other than normal cash dividends) of Company assets to stockholders, or any other extraordinary transaction
or change affecting the Shares or the share price of Common Stock, including any Equity Restructuring or any securities offering or other similar
transaction, for administrative convenience, the Administrator may refuse to permit the exercise of any Award for up to 60 days before or after such
transaction.
VIII.5General. Except as expressly provided in the Plan or the Administrator’s action under the Plan, no Participant will have any
rights due to any subdivision or consolidation of Shares of any class, dividend payment, increase or decrease in the number of Shares of any class or
dissolution, liquidation, merger, or consolidation of the Company or other corporation. Except as expressly provided with respect to an Equity
Restructuring under Section 8.1 or the Administrator’s action under the Plan, no issuance by
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the Company of Shares of any class, or securities convertible into Shares of any class, will affect, and no adjustment will be made regarding, the number
of Shares subject to an Award or the Award’s grant or exercise price. The existence of the Plan, any Award Agreements and the Awards granted
hereunder will not affect or restrict in any way the Company’s right or power to make or authorize (i) any adjustment, recapitalization, reorganization or
other change in the Company’s capital structure or its business, (ii) any merger, consolidation dissolution or liquidation of the Company or sale of
Company assets or (iii) any sale or issuance of securities, including securities with rights superior to those of the Shares or securities convertible into or
exchangeable for Shares. The Administrator may treat Participants and Awards (or portions thereof) differently under this Article VIII.
ARTICLE IX.
GENERAL PROVISIONS APPLICABLE TO AWARDS
IX.1Transferability. Except as the Administrator may determine or provide in an Award Agreement or otherwise for Awards other
than Incentive Stock Options, Awards may not be sold, assigned, transferred, pledged or otherwise encumbered, either voluntarily or by operation of
law, except by will or the laws of descent and distribution, or, subject to the Administrator’s consent, pursuant to a domestic relations order, and, during
the life of the Participant, will be exercisable only by the Participant. Any permitted transfer of an Award hereunder shall be without consideration,
except as required by Applicable Law. References to a Participant, to the extent relevant in the context, will include references to a Participant’s
authorized transferee that the Administrator specifically approves.
IX.2Documentation. Each Award will be evidenced in an Award Agreement, which may be written or electronic, as the
Administrator determines. The Award Agreement will contain the terms and conditions applicable to an Award. Each Award may contain terms and
conditions in addition to those set forth in the Plan.
IX.3Discretion. Except as the Plan otherwise provides, each Award may be made alone or in addition or in relation to any other
Award. The terms of each Award to a Participant need not be identical, and the Administrator need not treat Participants or Awards (or portions thereof)
uniformly.
IX.4Termination of Status. The Administrator will determine how the disability, death, retirement, authorized leave of absence or
any other change or purported change in a Participant’s Service Provider status affects an Award and the extent to which, and the period during which,
the Participant, the Participant’s legal representative, conservator, guardian or Designated Beneficiary may exercise rights under the Award, if
applicable.
IX.5Withholding. Each Participant must pay the Company, or make provision satisfactory to the Administrator for payment of, any
taxes required by Applicable Law to be withheld in connection with such Participant’s Awards by the date of the event creating the tax liability. The
Company may deduct an amount sufficient to satisfy such tax obligations based on the applicable statutory withholding rates (or such other rate as may
be determined by the Company after considering any accounting consequences or costs) from any payment of any kind otherwise due to a Participant. In
the absence of a contrary determination by the Company (or, with respect to withholding pursuant to clause (ii) below with respect to Awards held by
individuals subject to Section 16 of the Exchange Act, a contrary determination by the Administrator), all tax withholding obligations will be calculated
based on the minimum applicable statutory withholding rates. Subject to Section 10.8 and any Company insider trading policy (including blackout
periods), Participants may satisfy such tax obligations (i) in cash, by wire transfer of immediately available funds, by check made payable to the order of
the Company, provided that the Company may limit the use of the foregoing payment forms if one or more of the payment forms below is permitted, (ii)
to the extent permitted
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by the Administrator, in whole or in part by delivery of Shares, including Shares delivered by attestation and Shares retained from the Award creating
the tax obligation, valued at their fair market value on the date of delivery, (iii) if there is a public market for Shares at the time the tax obligations are
satisfied, unless the Company otherwise determines, (A) delivery (including electronically or telephonically to the extent permitted by the Company) of
an irrevocable and unconditional undertaking by a broker acceptable to the Company to deliver promptly to the Company sufficient funds to satisfy the
tax obligations, or (B) delivery by the Participant to the Company of a copy of irrevocable and unconditional instructions to a broker acceptable to the
Company to deliver promptly to the Company cash or a check sufficient to satisfy the tax withholding; provided that such amount is paid to the Company
at such time as may be required by the Administrator, or (iv) to the extent permitted by the Company, any combination of the foregoing payment forms
approved by the Administrator. Notwithstanding any other provision of the Plan, the number of Shares which may be so delivered or retained pursuant
to clause (ii) of the immediately preceding sentence shall be limited to the number of Shares which have a fair market value on the date of delivery or
retention no greater than the aggregate amount of such liabilities based on the maximum individual statutory tax rate in the applicable jurisdiction at the
time of such withholding (or such other rate as may be required to avoid the liability classification of the applicable award under generally accepted
accounting principles in the United States of America). If any tax withholding obligation will be satisfied under clause (ii) above by the Company’s
retention of Shares from the Award creating the tax obligation and there is a public market for Shares at the time the tax obligation is satisfied, the
Company may elect to instruct any brokerage firm determined acceptable to the Company for such purpose to sell on the applicable Participant’s behalf
some or all of the Shares retained and to remit the proceeds of the sale to the Company or its designee, and each Participant’s acceptance of an Award
under the Plan will constitute the Participant’s authorization to the Company and instruction and authorization to such brokerage firm to complete the
transactions described in this sentence.
IX.6Amendment of Award; Repricing. The Administrator may amend, modify or terminate any outstanding Award, including by
substituting another Award of the same or a different type, changing the exercise or settlement date, and converting an Incentive Stock Option to a NonQualified Stock Option. The Participant’s consent to such action will be required unless (i) the action, taking into account any related action, does not
materially and adversely affect the Participant’s rights under the Award, or (ii) the change is permitted under Article VIII or pursuant to Section 10.6.
Notwithstanding the foregoing or anything in the Plan to the contrary, the Administrator may, without the approval of the stockholders of the Company,
reduce the exercise price per share of outstanding Options or Stock Appreciation Rights or cancel outstanding Options or Stock Appreciation Rights in
exchange for cash, other Awards or Options or Stock Appreciation Rights with an exercise price per share that is less than the exercise price per share of
the original Options or Stock Appreciation Rights.
IX.7Conditions on Delivery of Stock. The Company will not be obligated to deliver any Shares under the Plan or remove
restrictions from Shares previously delivered under the Plan until (i) all Award conditions have been met or removed to the Company’s satisfaction, (ii)
as determined by the Company, all other legal matters regarding the issuance and delivery of such Shares have been satisfied, including any applicable
securities laws and stock exchange or stock market rules and regulations, and (iii) the Participant has executed and delivered to the Company such
representations or agreements as the Administrator deems necessary or appropriate to satisfy any Applicable Laws. The Company’s inability to obtain
authority from any regulatory body having jurisdiction, which the Administrator determines is necessary to the lawful issuance and sale of any securities,
will relieve the Company of any liability for failing to issue or sell such Shares as to which such requisite authority has not been obtained.
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IX.8Acceleration. The Administrator may at any time provide that any Award will become immediately vested and fully or
partially exercisable, free of some or all restrictions or conditions, or otherwise fully or partially realizable.
IX.9Cash Settlement. Without limiting the generality of any other provision of the Plan, the Administrator may provide, in an
Award Agreement or subsequent to the grant of an Award, in its discretion, that any Award may be settled in cash, Shares or a combination thereof.
ARTICLE X.
MISCELLANEOUS
X.1No Right to Employment or Other Status. No person will have any claim or right to be granted an Award, and the grant of an
Award will not be construed as giving a Participant the right to continued employment or any other relationship with the Company. The Company
expressly reserves the right at any time to dismiss or otherwise terminate its relationship with a Participant free from any liability or claim under the Plan
or any Award, except as expressly provided in an Award Agreement.
X.2No Rights as Stockholder; Certificates. Subject to the Award Agreement, no Participant or Designated Beneficiary will have
any rights as a stockholder with respect to any Shares to be distributed under an Award until becoming the record holder of such Shares.
Notwithstanding any other provision of the Plan, unless the Administrator otherwise determines or Applicable Laws require, the Company will not be
required to deliver to any Participant certificates evidencing Shares issued in connection with any Award and instead such Shares may be recorded in the
books of the Company (or, as applicable, its transfer agent or stock plan administrator). The Company may place legends on stock certificates issued
under the Plan that the Administrator deems necessary or appropriate to comply with Applicable Laws.
X.3Effective Date and Term of Plan. Unless earlier terminated by the Board, the Plan will become effective on the day prior to the
Public Trading Date and will remain in effect until the tenth anniversary of earlier of (i) the date the Board adopted the Plan or (ii) the date the
Company’s stockholders approved the Plan, but Awards previously granted may extend beyond that date in accordance with the Plan. Notwithstanding
anything to the contrary in the Plan, an Incentive Stock Option may not be granted under the Plan after 10 years from the earlier of (i) the date the Board
adopted the Plan or (ii) the date the Company’s stockholders approved the Plan. If the Plan is not approved by the Company’s stockholders, the Plan
will not become effective and no Awards will be granted under the Plan and the Prior Plan will continue in full force and effect in accordance with its
terms.
X.4Amendment of Plan. The Administrator may amend, suspend or terminate the Plan at any time; provided that no amendment,
other than an increase to the Overall Share Limit, may materially and adversely affect any Award outstanding at the time of such amendment without the
affected Participant’s consent. No Awards may be granted under the Plan during any suspension period or after the Plan’s termination. Awards
outstanding at the time of any Plan suspension or termination will continue to be governed by the Plan and the Award Agreement, as in effect before
such suspension or termination. The Board will obtain stockholder approval of any Plan amendment to the extent necessary to comply with Applicable
Laws.
X.5Provisions for Foreign Participants. The Administrator may modify Awards granted to Participants who are foreign nationals or
employed outside the United States or establish subplans or procedures under the Plan to address differences in laws, rules, regulations or customs of
such foreign jurisdictions with respect to tax, securities, currency, employee benefit or other matters.
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X.6Section 409A.
(a)General. The Company intends that all Awards be structured to comply with, or be exempt from, Section
409A, such that no adverse tax consequences, interest, or penalties under Section 409A apply. Notwithstanding anything in the Plan or any Award
Agreement to the contrary, the Administrator may, without a Participant’s consent, amend this Plan or Awards, adopt policies and procedures, or take
any other actions (including amendments, policies, procedures and retroactive actions) as are necessary or appropriate to preserve the intended tax
treatment of Awards, including any such actions intended to (A) exempt this Plan or any Award from Section 409A, or (B) comply with Section 409A,
including regulations, guidance, compliance programs and other interpretative authority that may be issued after an Award’s grant date. The Company
makes no representations or warranties as to an Award’s tax treatment under Section 409A or otherwise. The Company will have no obligation under
this Section 10.6 or otherwise to avoid the taxes, penalties or interest under Section 409A with respect to any Award and will have no liability to any
Participant or any other person if any Award, compensation or other benefits under the Plan are determined to constitute noncompliant “nonqualified
deferred compensation” subject to taxes, penalties or interest under Section 409A.
(b)Separation from Service. If an Award constitutes “nonqualified deferred compensation” under Section
409A, any payment or settlement of such Award upon a termination of a Participant’s Service Provider relationship will, to the extent necessary to avoid
taxes under Section 409A, be made only upon the Participant’s “separation from service” (within the meaning of Section 409A), whether such
“separation from service” occurs upon or after the termination of the Participant’s Service Provider relationship. For purposes of this Plan or any Award
Agreement relating to any such payments or benefits, references to a “termination,” “termination of employment” or like terms means a “separation from
service.”
(c)Payments to Specified Employees. Notwithstanding any contrary provision in the Plan or any Award
Agreement, any payment(s) of “nonqualified deferred compensation” required to be made under an Award to a “specified employee” (as defined under
Section 409A and as the Administrator determines) due to his or her “separation from service” will, to the extent necessary to avoid taxes under Section
409A(a)(2)(B)(i) of the Code, be delayed for the six-month period immediately following such “separation from service” (or, if earlier, until the
specified employee’s death) and will instead be paid (as set forth in the Award Agreement) on the day immediately following such six-month period or
as soon as administratively practicable thereafter (without interest). Any payments of “nonqualified deferred compensation” under such Award payable
more than six months following the Participant’s “separation from service” will be paid at the time or times the payments are otherwise scheduled to be
made. Furthermore, notwithstanding any contrary provision of the Plan or any Award Agreement, any payment of “nonqualified deferred compensation”
under the Plan that may be made in installments shall be treated as a right to receive a series of separate and distinct payments.
X.7Limitations on Liability. Notwithstanding any other provisions of the Plan, no individual acting as a director, officer, other
employee or agent of the Company or any Subsidiary will be liable to any Participant, former Participant, spouse, beneficiary, or any other person for any
claim, loss, liability, or expense incurred in connection with the Plan or any Award, and such individual will not be personally liable with respect to the
Plan because of any contract or other instrument executed in his or her capacity as an Administrator, director, officer, other employee or agent of the
Company or any Subsidiary. The Company will indemnify and hold harmless each director, officer, other employee and agent of the Company or any
Subsidiary that has been or will be granted or delegated any duty or power relating to the Plan’s administration or interpretation, against any cost or
expense (including attorneys’ fees) or liability (including any sum paid in settlement of a claim with the Administrator’s approval) arising from any act
or
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omission concerning this Plan unless arising from such person’s own fraud or bad faith.
X.8Lock-Up Period. The Company may, at the request of any underwriter representative or otherwise, in connection with
registering the offering of any Company securities under the Securities Act, prohibit Participants from, directly or indirectly, selling or otherwise
transferring any Shares or other Company securities during a period of up to 180 days following the effective date of a Company registration statement
filed under the Securities Act, or such longer period as determined by the underwriter.
X.9Data Privacy. As a condition for receiving any Award, each Participant explicitly and unambiguously consents to the collection,
use and transfer, in electronic or other form, of personal data as described in this section by and among the Company and its Subsidiaries and affiliates
exclusively for implementing, administering and managing the Participant’s participation in the Plan. The Company and its Subsidiaries and affiliates
may hold certain personal information about a Participant, including the Participant’s name, address and telephone number; birthdate; social security,
insurance number or other identification number; salary; nationality; job title(s); any Shares held in the Company or its Subsidiaries and affiliates; and
Award details, to implement, manage and administer the Plan and Awards (the “Data”). The Company and its Subsidiaries and affiliates may transfer
the Data amongst themselves as necessary to implement, administer and manage a Participant’s participation in the Plan, and the Company and its
Subsidiaries and affiliates may transfer the Data to third parties assisting the Company with Plan implementation, administration and management.
These recipients may be located in the Participant’s country, or elsewhere, and the Participant’s country may have different data privacy laws and
protections than the recipients’ country. By accepting an Award, each Participant authorizes such recipients to receive, possess, use, retain and transfer
the Data, in electronic or other form, to implement, administer and manage the Participant’s participation in the Plan, including any required Data
transfer to a broker or other third party with whom the Company or the Participant may elect to deposit any Shares. The Data related to a Participant will
be held only as long as necessary to implement, administer, and manage the Participant’s participation in the Plan. A Participant may, at any time, view
the Data that the Company holds regarding such Participant, request additional information about the storage and processing of the Data regarding such
Participant, recommend any necessary corrections to the Data regarding the Participant or refuse or withdraw the consents in this Section 10.9 in writing,
without cost, by contacting the local human resources representative. The Company may cancel Participant’s ability to participate in the Plan and, in the
Administrator’s discretion, the Participant may forfeit any outstanding Awards if the Participant refuses or withdraws the consents in this Section 10.9.
For more information on the consequences of refusing or withdrawing consent, Participants may contact their local human resources representative.
X.10Severability. If any portion of the Plan or any action taken under it is held illegal or invalid for any reason, the illegality or
invalidity will not affect the remaining parts of the Plan, and the Plan will be construed and enforced as if the illegal or invalid provisions had been
excluded, and the illegal or invalid action will be null and void.
X.11Governing Documents. If any contradiction occurs between the Plan and any Award Agreement or other written agreement
between a Participant and the Company (or any Subsidiary) that the Administrator has approved, the Plan will govern, unless it is expressly specified in
such Award Agreement or other written document that a specific provision of the Plan will not apply.
X.12Governing Law. The Plan and all Awards will be governed by and interpreted in accordance with the laws of the State of
Delaware, disregarding any state’s choice-of-law principles requiring the application of a jurisdiction’s laws other than the State of Delaware.
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X.13Claw-back Provisions. All Awards (including, without limitation, any proceeds, gains or other economic benefit actually or
constructively received by Participant upon any receipt or exercise of any Award or upon the receipt or resale of any shares of Common Stock
underlying the Award) shall be subject to the provisions of any claw-back policy implemented by the Company, including, without limitation, any clawback policy adopted to comply with Applicable Laws (including the Dodd-Frank Wall Street Reform and Consumer Protection Act and any rules or
regulations promulgated thereunder), as and to the extent set forth in such claw-back policy or the Award Agreement.
X.14Titles and Headings. The titles and headings in the Plan are for convenience of reference only and, if any conflict, the Plan’s
text, rather than such titles or headings, will control.
X.15Conformity to Securities Laws. Participant acknowledges that the Plan is intended to conform to the extent necessary with
Applicable Laws. Notwithstanding anything herein to the contrary, the Plan and all Awards will be administered only in conformance with Applicable
Laws. To the extent Applicable Laws permit, the Plan and all Award Agreements will be deemed amended as necessary to conform to Applicable Laws.
X.16Relationship to Other Benefits. No payment under the Plan will be taken into account in determining any benefits under any
pension, retirement, savings, profit sharing, group insurance, welfare or other benefit plan of the Company or any Subsidiary except as expressly
provided in writing in such other plan or an agreement thereunder.
X.17Broker-Assisted Sales. In the event of a broker-assisted sale of Shares in connection with the payment of amounts owed by a
Participant under or with respect to the Plan or Awards, including amounts to be paid under the final sentence of Section 9.5: (a) any Shares to be sold
through the broker-assisted sale will be sold on the day the payment first becomes due, or as soon thereafter as practicable; (b) such Shares may be sold
as part of a block trade with other Participants in the Plan in which all participants receive an average price; (c) the applicable Participant will be
responsible for all broker’s fees and other costs of sale, and by accepting an Award, each Participant agrees to indemnify and hold the Company
harmless from any losses, costs, damages, or expenses relating to any such sale; (d) to the extent the Company or its designee receives proceeds of such
sale that exceed the amount owed, the Company will pay such excess in cash to the applicable Participant as soon as reasonably practicable; (e) the
Company and its designees are under no obligation to arrange for such sale at any particular price; and (f) in the event the proceeds of such sale are
insufficient to satisfy the Participant’s applicable obligation, the Participant may be required to pay immediately upon demand to the Company or its
designee an amount in cash sufficient to satisfy any remaining portion of the Participant’s obligation.
ARTICLE XI.
DEFINITIONS
As used in the Plan, the following words and phrases will have the following meanings:
11.1“Administrator” means the Board or a Committee to the extent that the Board’s powers or authority under the Plan have been
delegated to such Committee.
11.2“Applicable Laws” means the requirements relating to the administration of equity incentive plans under U.S. federal and state
securities, tax and other applicable laws, rules and regulations, the applicable rules of any stock exchange or quotation system on which the Common
Stock is listed or quoted and the applicable laws and rules of any foreign country or other jurisdiction where Awards are granted.
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11.3“Award” means, individually or collectively, a grant under the Plan of Options, Stock Appreciation Rights, Restricted Stock,
Restricted Stock Units, Dividend Equivalents, or Other Stock or Cash Based Awards.
11.4“Award Agreement” means a written agreement evidencing an Award, which may be electronic, that contains such terms and
conditions as the Administrator determines, consistent with and subject to the terms and conditions of the Plan.
11.5“Board” means the Board of Directors of the Company.
11.6“Change in Control” means and includes each of the following:
(a)A transaction or series of transactions (other than an offering of Common Stock to the general public through
a registration statement filed with the Securities and Exchange Commission or a transaction or series of transactions that meets the requirements of
clauses (i) and (ii) of subsection (c) below) whereby any “person” or related “group” of “persons” (as such terms are used in Sections 13(d) and 14(d)(2)
of the Exchange Act) (other than the Company, any of its Subsidiaries, an employee benefit plan maintained by the Company or any of its Subsidiaries
or a “person” that, prior to such transaction, directly or indirectly controls, is controlled by, or is under common control with, the Company) directly or
indirectly acquires beneficial ownership (within the meaning of Rule 13d-3 under the Exchange Act) of securities of the Company possessing more than
50% of the total combined voting power of the Company’s securities outstanding immediately after such acquisition; or
(b)During any period of two consecutive years, individuals who, at the beginning of such period, constitute the
Board together with any new Director(s) (other than a Director designated by a person who shall have entered into an agreement with the Company to
effect a transaction described in subsections (a) or (c)) whose election by the Board or nomination for election by the Company’s stockholders was
approved by a vote of at least two-thirds of the Directors then still in office who either were Directors at the beginning of the two-year period or whose
election or nomination for election was previously so approved, cease for any reason to constitute a majority thereof (a “Non-Transactional Change in
Control”); or
(c)The consummation by the Company (whether directly involving the Company or indirectly involving the
Company through one or more intermediaries) of (x) a merger, consolidation, reorganization, or business combination or (y) a sale or other disposition of
all or substantially all of the Company’s assets in any single transaction or series of related transactions or (z) the acquisition of assets or stock of another
entity, in each case other than a transaction:
(i)which results in the Company’s voting securities outstanding immediately before the
transaction continuing to represent (either by remaining outstanding or by being converted into voting securities of the Company or the person that, as a
result of the transaction, controls, directly or indirectly, the Company or owns, directly or indirectly, all or substantially all of the Company’s assets or
otherwise succeeds to the business of the Company (the Company or such person, the “Successor Entity”)) directly or indirectly, at least a majority of
the combined voting power of the Successor Entity’s outstanding voting securities immediately after the transaction, and
(ii)after which no person or group beneficially owns voting securities representing 50% or
more of the combined voting power of the Successor Entity; provided, however, that no person or group shall be treated for purposes of this clause (ii)
as beneficially owning 50% or more of the combined
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voting power of the Successor Entity solely as a result of the voting power held in the Company prior to the consummation of the transaction.
Notwithstanding the foregoing, if a Change in Control constitutes a payment event with respect to any Award (or portion of any Award) that
provides for the deferral of compensation that is subject to Section 409A, to the extent required to avoid the imposition of additional taxes under Section
409A, the transaction or event described in subsection (a), (b) or (c) with respect to such Award (or portion thereof) shall only constitute a Change in
Control for purposes of the payment timing of such Award if such transaction also constitutes a “change in control event,” as defined in Treasury
Regulation Section 1.409A-3(i)(5).
The Administrator shall have full and final authority, which shall be exercised in its discretion, to determine conclusively whether a Change in
Control has occurred pursuant to the above definition, the date of the occurrence of such Change in Control and any incidental matters relating thereto;
provided that any exercise of authority in conjunction with a determination of whether a Change in Control is a “change in control event” as defined in
Treasury Regulation Section 1.409A-3(i)(5) shall be consistent with such regulation.
11.7 “Closing Date” means the date on which the Company’s initial public offering closes.
11.8“Code” means the Internal Revenue Code of 1986, as amended, and the regulations issued thereunder.
11.9“Committee” means one or more committees or subcommittees of the Board, which may include one or more Company
directors or executive officers, to the extent Applicable Laws permit. To the extent required to comply with the provisions of Rule 16b-3, it is intended
that each member of the Committee will be, at the time the Committee takes any action with respect to an Award that is subject to Rule 16b-3, a “nonemployee director” within the meaning of Rule 16b-3; however, a Committee member’s failure to qualify as a “non-employee director” within the
meaning of Rule 16b-3 will not invalidate any Award granted by the Committee that is otherwise validly granted under the Plan.
11.10“Common Stock” means the common stock of the Company .
11.11“Company” means Winc, Inc., a Delaware corporation, or any successor.
11.12 “Consultant” means any consultant, advisor or other person or entity that is not an Employee, in each case, that can be
granted an Award that is eligible to be registered on a Form S-8 Registration Statement.
11.13“Designated Beneficiary” means the beneficiary or beneficiaries the Participant designates, in a manner the Administrator
determines, to receive amounts due or exercise the Participant’s rights if the Participant dies or becomes incapacitated. Without a Participant’s effective
designation, “Designated Beneficiary” will mean the Participant’s estate.
11.14“Director” means a Board member.
11.15“Disability” means a permanent and total disability under Section 22(e)(3) of the Code, as amended.
11.16“Dividend Equivalents” means a right granted to a Participant under the Plan to receive the equivalent value (in cash or
Shares) of dividends paid on Shares.
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11.17“Employee” means any employee of the Company or its Subsidiaries.
11.18“Equity Restructuring” means, as determined by the Administrator, a non-reciprocal transaction between the Company and its
stockholders, such as a stock dividend, stock split, spin-off or recapitalization through a large, nonrecurring cash dividend, or other large, nonrecurring
cash dividend, that affects the shares of Common Stock (or other securities of the Company) or the share price of Common Stock (or other securities of
the Company) and causes a change in the per share value of the Common Stock underlying outstanding Awards.
11.19“Exchange Act” means the Securities Exchange Act of 1934, as amended.
11.20“Fair Market Value” means, as of any date, the value of a share of Common Stock determined as follows: (a) if the Common
Stock is listed on any established stock exchange, its Fair Market Value will be the closing sales price for such Common Stock as quoted on such
exchange for such date, or if no sale occurred on such date, the last day preceding such date during which a sale occurred, as reported in The Wall Street
Journal or another source the Administrator deems reliable; (b) if the Common Stock is not traded on a stock exchange but is quoted on a national
market or other quotation system, the closing sales price on such date, or if no sales occurred on such date, then on the last date preceding such date
during which a sale occurred, as reported in The Wall Street Journal or another source the Administrator deems reliable; or (c) without an established
market for the Common Stock, the Administrator will determine the Fair Market Value in its discretion.
Notwithstanding the foregoing, with respect to any Award granted on the pricing date of the Company’s initial public offering, the Fair Market Value
shall mean the initial public offering price of a Share as set forth in the Company’s final prospectus relating to its initial public offering filed with the
Securities and Exchange Commission.
11.21“Greater Than 10% Stockholder” means an individual then owning (within the meaning of Section 424(d) of the Code) more
than 10% of the total combined voting power of all classes of stock of the Company or its parent or subsidiary corporation, as defined in Section 424(e)
and (f) of the Code, respectively.
11.22“Incentive Stock Option” means an Option intended to qualify as an “incentive stock option” as defined in Section 422 of the
Code.
11.23“Non-Qualified Stock Option” means an Option, or portion thereof, not intended or not qualifying as an Incentive Stock
Option.
11.24“Option” means an option to purchase Shares, which will either be an Incentive Stock option or a Non-Qualified Stock Option.
11.25“Other Stock or Cash Based Awards” means cash awards, awards of Shares, and other awards valued wholly or partially by
referring to, or are otherwise based on, Shares or other property awarded to a Participant under Article VII.
11.26“Overall Share Limit” means the sum of (a) 1,314,321 Shares and (b) any Shares which, as of the Effective Date, are (i)
available for issuance under the Prior Plan or (ii) subject to Prior Plan Awards which, on or following the Effective Date, become available for issuance
under the Plan pursuant to Article IV (which aggregate number of Shares under subclauses (i) and (ii) added to the Overall Share Limit shall not exceed
4,848,888 Shares). In addition a, an annual increase on the first day of each calendar
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year beginning on and including January 1, 2022 and ending on and including January 1, 2031, equal to the lesser of (i) 5% of the aggregate number of
shares of Common Stock outstanding on the final day of the immediately preceding calendar year, or (ii) such smaller number of Shares as is determined
by the Board.
11.27 “Participant” means a Service Provider who has been granted an Award.
11.28“Performance Criteria” mean the criteria (and adjustments) that the Administrator may select for an Award to establish
performance goals for a performance period, which may include the following: net earnings or losses (either before or after one or more of interest,
taxes, depreciation, amortization, and non-cash equity-based compensation expense); gross or net sales or revenue or sales or revenue growth; net
income (either before or after taxes) or adjusted net income; profits (including but not limited to gross profits, net profits, profit growth, net operation
profit or economic profit), profit return ratios or operating margin; budget or operating earnings (either before or after taxes or before or after allocation
of corporate overhead and bonus); cash flow (including operating cash flow and free cash flow or cash flow return on capital); return on assets; return on
capital or invested capital; cost of capital; return on stockholders’ equity; total stockholder return; return on sales; costs, reductions in costs and cost
control measures; expenses; working capital; earnings or loss per share; adjusted earnings or loss per share; price per share or dividends per share (or
appreciation in or maintenance of such price or dividends); regulatory achievements or compliance; implementation, completion or attainment of
objectives relating to research, development, regulatory, commercial, or strategic milestones or developments; market share; economic value or
economic value added models; division, group or corporate financial goals; customer satisfaction/growth; customer service; employee satisfaction;
recruitment and maintenance of personnel; human capital management (including diversity and inclusion); supervision of litigation and other legal
matters; strategic partnerships and transactions; financial ratios (including those measuring liquidity, activity, profitability or leverage); debt levels or
reductions; sales-related goals; financing and other capital raising transactions; cash on hand; acquisition activity; investment sourcing activity; and
marketing initiatives, any of which may be measured in absolute terms or as compared to any incremental increase or decrease. Such performance goals
also may be based solely by reference to the Company’s performance or the performance of a Subsidiary, division, business segment or business unit of
the Company or a Subsidiary, or based upon performance relative to performance of other companies or upon comparisons of any of the indicators of
performance relative to performance of other companies.
11.29“Plan” means this 2021 Incentive Award Plan.
11.30“Prior Plan” means the 2013 Winc, Inc. Stock Plan, as amended.
11.31“Prior Plan Award” means an award outstanding under the Prior Plan as of the Effective Date.
11.32“Public Trading Date” means the first date upon which the Common Stock is listed (or approved for listing) upon notice of
issuance on any securities exchange or designated (or approved for designation) upon notice of issuance as a national market security on an interdealer
quotation system.
11.33“Restricted Stock” means Shares awarded to a Participant under Article VI subject to certain vesting conditions and other
restrictions.
11.34“Restricted Stock Unit” means an unfunded, unsecured right to receive, on the applicable settlement date, one Share or an
amount in cash or other consideration determined by the Administrator to be of equal value as of such settlement date awarded to a Participant under
Article VI subject to certain vesting conditions and other restrictions.
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11.35“Rule 16b-3” means Rule 16b-3 promulgated under the Exchange Act.
11.36“Section 409A” means Section 409A of the Code and all regulations, guidance, compliance programs and other interpretative
authority thereunder.
11.37“Securities Act” means the Securities Act of 1933, as amended.
11.38“Service Provider” means an Employee, Consultant or Director.
11.39“Shares” means a share of Common Stock.
11.40“Stock Appreciation Right” means a stock appreciation right granted under Article V.
11.41“Subsidiary” means any entity (other than the Company), whether domestic or foreign, in an unbroken chain of entities
beginning with the Company if each of the entities other than the last entity in the unbroken chain beneficially owns, at the time of the determination,
securities or interests representing at least 50% of the total combined voting power of all classes of securities or interests in one of the other entities in
such chain.
11.42“Substitute Awards” shall mean Awards granted or Shares issued by the Company in assumption of, or in substitution or
exchange for, awards previously granted, or the right or obligation to make future awards, in each case by a company acquired by the Company or any
Subsidiary or with which the Company or any Subsidiary combines.
11.43“Termination of Service” means the date the Participant ceases to be a Service Provider.
*****
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Exhibit 10.3
WINC, INC.
2021 EMPLOYEE STOCK PURCHASE PLAN
ARTICLE I.
PURPOSE
The purposes of this Winc, Inc. 2021 Employee Stock Purchase Plan (as it may be amended or restated from time to time, the “Plan”) are to
assist Eligible Employees of Winc, Inc., a Delaware corporation (the “Company”), and its Designated Subsidiaries in acquiring a stock ownership interest
in the Company pursuant to a plan which is intended to qualify as an “employee stock purchase plan” within the meaning of Section 423(b) of the Code,
and to help Eligible Employees provide for their future security and to encourage them to remain in the employment of the Company and its Designated
Subsidiaries.
ARTICLE II.
DEFINITIONS AND CONSTRUCTION
Wherever the following terms are used in the Plan they shall have the meanings specified below, unless the context clearly indicates otherwise.
The singular pronoun shall include the plural where the context so indicates. Masculine, feminine and neuter pronouns are used interchangeably and each
comprehends the others.
II.1“Administrator” shall mean the entity that conducts the general administration of the Plan as provided in Article XI. The term
“Administrator” shall refer to the Committee unless the Board has assumed the authority for administration of the Plan as provided in Article XI.
II.2“Applicable Law” shall mean the requirements relating to the administration of equity incentive plans under U.S. federal and
state securities, tax and other applicable laws, rules and regulations, the applicable rules of any stock exchange or quotation system on which the
Common Stock is listed or quoted and the applicable laws and rules of any foreign country or other jurisdiction where rights under this Plan are granted.
II.3“Board” shall mean the Board of Directors of the Company.
II.4“Change in Control” means and includes each of the following:
(a)A transaction or series of transactions (other than an offering of Common Stock to the general public through a registration
statement filed with the Securities and Exchange Commission or a transaction or series of transactions that meets the requirements of clauses (i) and (ii)
of subsection (c) below) whereby any “person” or related “group” of “persons” (as such terms are used in Sections 13(d) and 14(d)(2) of the Exchange
Act) (other than the Company, any of its Subsidiaries, an employee benefit plan maintained by the Company or any of its Subsidiaries or a “person” that,
prior to such transaction, directly or indirectly controls, is controlled by, or is under common control with, the Company) directly or indirectly acquires
beneficial ownership (within the meaning of Rule 13d-3 under the Exchange Act) of securities of the Company possessing more than 50% of the total
combined voting power of the Company’s securities outstanding immediately after such acquisition; or
(b)During any period of two consecutive years, individuals who, at the beginning of such period, constitute the Board together with
any new director(s) (other than a director designated by a person who
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shall have entered into an agreement with the Company to effect a transaction described in subsections (a) or (c)) whose election by the Board or
nomination for election by the Company’s stockholders was approved by a vote of at least two-thirds of the directors then still in office who either were
directors at the beginning of the two-year period or whose election or nomination for election was previously so approved, cease for any reason to
constitute a majority thereof; or
(c)The consummation by the Company (whether directly involving the Company or indirectly involving the Company through one
or more intermediaries) of (x) a merger, consolidation, reorganization, or business combination or (y) a sale or other disposition of all or substantially all
of the Company’s assets in any single transaction or series of related transactions or (z) the acquisition of assets or stock of another entity, in each case
other than a transaction:
(i)which results in the Company’s voting securities outstanding immediately before the transaction continuing to represent
(either by remaining outstanding or by being converted into voting securities of the Company or the person that, as a result of the transaction,
controls, directly or indirectly, the Company or owns, directly or indirectly, all or substantially all of the Company’s assets or otherwise
succeeds to the business of the Company (the Company or such person, the “Successor Entity”)) directly or indirectly, at least a majority of the
combined voting power of the Successor Entity’s outstanding voting securities immediately after the transaction, and
(ii)after which no person or group beneficially owns voting securities representing 50% or more of the combined voting
power of the Successor Entity; provided, however, that no person or group shall be treated for purposes of this clause (ii) as beneficially owning
50% or more of the combined voting power of the Successor Entity solely as a result of the voting power held in the Company prior to the
consummation of the transaction.
Notwithstanding the foregoing, if a Change in Control constitutes a payment event with respect to any portion of any right that constitutes
“nonqualified deferred compensation,” the transaction or event constituting the Change in Control with respect to such right (or portion thereof) must
also constitute a “change in control event” (as defined in Treasury Regulation §1.409A-3(i)(5)) to trigger the payment event for such right, to the extent
required by Section 409A of the Code. The Administrator shall have full and final authority, which shall be exercised in its discretion, to determine
conclusively whether a Change in Control has occurred pursuant to the above definition, the date of the occurrence of such Change in Control and any
incidental matters relating thereto; provided that any exercise of authority in conjunction with a determination of whether a Change in Control is a
“change in control event” as defined in Treasury Regulation Section 1.409A-3(i)(5) shall be consistent with such regulation.
II.5“Code” shall mean the Internal Revenue Code of 1986, as amended and the regulations issued thereunder.
II.6“Common Stock” shall mean the common stock of the Company, and such other securities of the Company that may be
substituted therefor pursuant to Article VIII.
II.7“Company” shall mean Winc, Inc., a Delaware corporation.
II.8“Compensation” of an Eligible Employee shall mean the gross cash compensation received by such Eligible Employee as
compensation for services to the Company or any Designated Subsidiary, including prior week adjustment, overtime payments, commissions and
periodic bonuses but excluding vacation pay, holiday pay, jury duty pay, funeral leave pay, military leave pay, one-time bonuses (e.g., retention or sign
on bonuses), education or tuition reimbursements, travel expenses, business and moving reimbursements, income received in connection with any stock
options, stock appreciation rights,
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restricted stock, restricted stock units or other compensatory equity awards, fringe benefits, other special payments and all contributions made by the
Company or any Designated Subsidiary for the Employee’s benefit under any employee benefit plan now or hereafter established.
II.9“Designated Subsidiary” shall mean any Subsidiary designated by the Administrator in accordance with Section 11.3(b).
II.10“Effective Date” shall mean the day prior to the Public Trading Date.
II.11“Eligible Employee” shall mean an Employee who does not, immediately after any rights under this Plan are granted, own
(directly or through attribution) stock possessing 5% or more of the total combined voting power or value of all Common Stock of the Company, a
Parent or a Subsidiary (as determined under Section 423(b)(3) of the Code). For purposes of the foregoing sentence, the rules of Section 424(d) of the
Code with regard to the attribution of stock ownership shall apply in determining the stock ownership of an individual, and stock that an Employee may
purchase under outstanding options shall be treated as stock owned by the Employee; provided, however, that the Administrator may provide in an
Offering Document that an Employee shall not be eligible to participate in an Offering Period if: (a) such Employee is a highly compensated employee
within the meaning of Section 423(b)(4)(D) of the Code, (b) such Employee has not met a service requirement designated by the Administrator pursuant
to Section 423(b)(4)(A) of the Code (which service requirement may not exceed two years), (c) such Employee’s customary employment is for 20 hours
or less per week, (d) such Employee’s customary employment is for less than five months in any calendar year and/or (e) such Employee is a citizen or
resident of a foreign jurisdiction and the grant of a right to purchase Common Stock under the Plan to such Employee would be prohibited under the laws
of such foreign jurisdiction or the grant of a right to purchase Common Stock under the Plan to such Employee in compliance with the laws of such
foreign jurisdiction would cause the Plan to violate the requirements of Section 423 of the Code, as determined by the Administrator in its sole
discretion; provided, further, that any exclusion in clauses (a), (b), (c), (d) or (e) shall be applied in an identical manner under each Offering Period to all
Employees, in accordance with Treasury Regulation Section 1.423-2(e).
II.12“Employee” shall mean any officer or other employee (as defined in accordance with Section 3401(c) of the Code) of the
Company or any Designated Subsidiary. “Employee” shall not include any director of the Company or a Designated Subsidiary who does not render
services to the Company or a Designated Subsidiary as an employee within the meaning of Section 3401(c) of the Code. For purposes of the Plan, the
employment relationship shall be treated as continuing intact while the individual is on sick leave or other leave of absence approved by the Company or
Designated Subsidiary and meeting the requirements of Treasury Regulation Section 1.421-1(h)(2). Where the period of leave exceeds three months and
the individual’s right to reemployment is not guaranteed either by statute or by contract, the employment relationship shall be deemed to have terminated
on the first day immediately following such three-month period.
II.13“Enrollment Date” shall mean the first Trading Day of each Offering Period, unless otherwise specified in the Offering
Document.
II.14“Exchange Act” shall mean the Securities Exchange Act of 1934, as amended from time to time.
II.15“Fair Market Value” means, as of any date, the value of a share of Common Stock determined as follows: (a) if the Common
Stock is listed on any established stock exchange, its Fair Market Value will be the closing sales price for such Common Stock as quoted on such
exchange for such date, or if no sale occurred on such date, the last day preceding such date during which a sale occurred, as reported
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in The Wall Street Journal or another source the Administrator deems reliable; (b) if the Common Stock is not traded on a stock exchange but is quoted
on a national market or other quotation system, the closing sales price on such date, or if no sales occurred on such date, then on the last date preceding
such date during which a sale occurred, as reported in The Wall Street Journal or another source the Administrator deems reliable; or (c) without an
established market for the Common Stock, the Administrator will determine the Fair Market Value in its discretion.
II.16“Offering Document” shall have the meaning given to such term in Section 4.1.
II.17“Offering Period” shall have the meaning given to such term in Section 4.1.
II.18“Parent” shall mean any corporation, other than the Company, in an unbroken chain of corporations ending with the Company
if, at the time of the determination, each of the corporations other than the Company owns stock possessing 50% or more of the total combined voting
power of all classes of stock in one of the other corporations in such chain.
II.19“Participant” shall mean any Eligible Employee who has executed a subscription agreement and been granted rights to
purchase Common Stock pursuant to the Plan.
II.20“Plan” shall mean this Winc, Inc. 2021 Employee Stock Purchase Plan, as it may be amended from time to time.
II.21“Public Trading Date” means the first date upon which the Common Stock is listed (or approved for listing) upon notice of
issuance on any securities exchange or designated (or approved for designation) upon notice of issuance as a national market security on an interdealer
quotation system.
II.22“Purchase Date” shall mean the last Trading Day of each Purchase Period.
II.23“Purchase Period” shall refer to one or more periods within an Offering Period, as designated in the applicable Offering
Document; provided, however, that, in the event no Purchase Period is designated by the Administrator in the applicable Offering Document, the
Purchase Period for each Offering Period covered by such Offering Document shall be the same as the applicable Offering Period.
II.24“Purchase Price” shall mean the purchase price designated by the Administrator in the applicable Offering Document (which
purchase price shall not be less than 85% of the Fair Market Value of a Share on the Enrollment Date or on the Purchase Date, whichever is lower);
provided, however, that, in the event no purchase price is designated by the Administrator in the applicable Offering Document, the purchase price for
the Offering Periods covered by such Offering Document shall be 85% of the Fair Market Value of a Share on the Enrollment Date or on the Purchase
Date, whichever is lower; provided, further, that the Purchase Price may be adjusted by the Administrator pursuant to Article VIII and shall not be less
than the par value of a Share.
II.25“Securities Act” shall mean the Securities Act of 1933, as amended.
II.26“Share” shall mean a share of Common Stock.
II.27 “Subsidiary” shall mean any corporation, other than the Company, in an unbroken chain of corporations beginning with the
Company if, at the time of the determination, each of the corporations other than the last corporation in an unbroken chain owns stock possessing 50% or
more of the total combined voting power of all classes of stock in one of the other corporations in such chain; provided, however, that a limited liability
company or partnership may be treated as a Subsidiary to the extent either
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(a) such entity is treated as a disregarded entity under Treasury Regulation Section 301.7701-3(a) by reason of the Company or any other Subsidiary that
is a corporation being the sole owner of such entity, or (b) such entity elects to be classified as a corporation under Treasury Regulation Section
301.7701-3(a) and such entity would otherwise qualify as a Subsidiary.
II.28 “Trading Day” shall mean a day on which national stock exchanges in the United States are open for trading.
ARTICLE III.
SHARES SUBJECT TO THE PLAN
III.1Number of Shares. Subject to Article VIII, the aggregate number of shares Common Stock that may be issued pursuant to rights
granted under the Plan shall be 262,864 Shares. In addition to the foregoing, subject to Article VIII, on the first day of each calendar year beginning on
January 1, 2022 and ending on and including January 1, 2031, the number of Shares available for issuance under the Plan shall be increased by that
number of Shares equal to the lesser of (a) 1% of the aggregate number of shares of Common Stock outstanding on the final day of the immediately
preceding calendar year and (b) such smaller number of Shares as determined by the Board. If any right granted under the Plan shall for any reason
terminate without having been exercised, the Common Stock not purchased under such right shall again become available for issuance under the Plan.
Notwithstanding anything in this Section 3.1 to the contrary, the number of Shares that may be issued or transferred pursuant to the rights granted under
the Plan shall not exceed an aggregate of 10,000,000 Shares, subject to Article VIII.
III.2Stock Distributed. Any Common Stock distributed pursuant to the Plan may consist, in whole or in part, of authorized and
unissued Common Stock, treasury stock or Common Stock purchased on the open market.
ARTICLE IV.
OFFERING PERIODS; OFFERING DOCUMENTS; PURCHASE DATES
IV.1Offering Periods. The Administrator may from time to time grant or provide for the grant of rights to purchase Common Stock
under the Plan to Eligible Employees during one or more periods (each, an “Offering Period”) selected by the Administrator. The terms and conditions
applicable to each Offering Period shall be set forth in an “Offering Document” adopted by the Administrator, which Offering Document shall be in
such form and shall contain such terms and conditions as the Administrator shall deem appropriate. The Administrator shall establish in each Offering
Document one or more Purchase Periods during such Offering Period during which rights granted under the Plan shall be exercised and purchases of
Shares carried out during such Offering Period in accordance with such Offering Document and the Plan. The provisions of separate Offering Periods
under the Plan need not be identical.
IV.2Offering Documents. Each Offering Document with respect to an Offering Period shall specify (through incorporation of the
provisions of this Plan by reference or otherwise):
(a)the length of the Offering Period, which period shall not exceed 27 months;
(b)the length of the Purchase Period(s) within the Offering Period;
(c)in connection with each Offering Period that contains only one Purchase Period the maximum number of Shares that may be
purchased by any Eligible Employee during such Offering Period, which, in the absence of a contrary designation by the Administrator, shall be 10,000
Shares;
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(d)in connection with each Offering Period that contains more than one Purchase Period, the maximum aggregate number of Shares
which may be purchased by any Eligible Employee during each Purchase Period, which, in the absence of a contrary designation by the Administrator,
shall be 10,000 Shares; and
(e)such other provisions as the Administrator determines are appropriate, subject to the Plan.
ARTICLE V.
ELIGIBILITY AND PARTICIPATION
V.1Eligibility. Any Eligible Employee who shall be employed by the Company or a Designated Subsidiary on a given Enrollment
Date for an Offering Period shall be eligible to participate in the Plan during such Offering Period, subject to the requirements of this Article V and the
limitations imposed by Section 423(b) of the Code.
V.2Enrollment in Plan.
(a)Except as otherwise set forth herein or in an Offering Document or determined by the Administrator, an Eligible Employee may
become a Participant in the Plan for an Offering Period by delivering a subscription agreement to the Company by such time prior to the Enrollment Date
for such Offering Period (or such other date specified in the Offering Document) designated by the Administrator and in such form as the Company
provides.
(b)Each subscription agreement shall designate a whole percentage of such Eligible Employee’s Compensation to be withheld by the
Company or the Designated Subsidiary employing such Eligible Employee on each payday during the Offering Period as payroll deductions under the
Plan. The designated percentage may not be less than 1% and may not be more than the maximum percentage specified by the Administrator in the
applicable Offering Document (which percentage shall be 20% in the absence of any such designation). The payroll deductions made for each Participant
shall be credited to an account for such Participant under the Plan and shall be deposited with the general funds of the Company.
(c)A Participant may decrease the percentage of Compensation designated in his or her subscription agreement, subject to the limits
of this Section 5.2, or may suspend his or her payroll deductions, at any time during an Offering Period; provided, however, that the Administrator may
limit the number of changes a Participant may make to his or her payroll deduction elections during each Offering Period in the applicable Offering
Document (and in the absence of any specific designation by the Administrator, a Participant shall be allowed two decreases and one suspension (but no
increases) to his or her payroll deduction elections during each Offering Period with respect to such Offering Period). Any such change or suspension of
payroll deductions shall be effective with the first full payroll period following ten business days after the Company’s receipt of the new subscription
agreement (or such shorter or longer period as may be specified by the Administrator in the applicable Offering Document). In the event a Participant
suspends his or her payroll deductions, such Participant’s cumulative payroll deductions prior to the suspension shall remain in his or her account and
shall be applied to the purchase of Shares on the next occurring Purchase Date and shall not be paid to such Participant unless he or she withdraws from
participation in the Plan pursuant to Article VII.
(d)Except as otherwise set forth in Section 5.8 or in an Offering Document or determined by the Administrator, a Participant may
participate in the Plan only by means of payroll deduction and may not make contributions by lump sum payment for any Offering Period.
V.3Payroll Deductions. Except as otherwise provided in the applicable Offering Document or
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Section 5.8, payroll deductions for a Participant shall commence on the first payroll following the Enrollment Date and shall end on the last payroll in
the Offering Period to which the Participant’s authorization is applicable, unless sooner terminated by the Participant as provided in Article VII or
suspended by the Participant or the Administrator as provided in Section 5.2 and Section 5.6, respectively.
V.4Effect of Enrollment. A Participant’s completion of a subscription agreement will enroll such Participant in the Plan for each
subsequent Offering Period on the terms contained therein until the Participant either submits a new subscription agreement, withdraws from
participation under the Plan as provided in Article VII or otherwise becomes ineligible to participate in the Plan.
V.5Limitation on Purchase of Common Stock. An Eligible Employee may be granted rights under the Plan only if such rights,
together with any other rights granted to such Eligible Employee under “employee stock purchase plans” of the Company, any Parent or any Subsidiary,
as specified by Section 423(b)(8) of the Code, do not permit such employee’s rights to purchase stock of the Company or any Parent or Subsidiary to
accrue at a rate that exceeds $25,000 of the fair market value of such stock (determined as of the first day of the Offering Period during which such rights
are granted) for each calendar year in which such rights are outstanding at any time. This limitation shall be applied in accordance with Section 423(b)(8)
of the Code.
V.6Suspension of Payroll Deductions. Notwithstanding the foregoing, to the extent necessary to comply with Section 423(b)(8) of
the Code and Section 5.5 or the other limitations set forth in this Plan, a Participant’s payroll deductions may be suspended by the Administrator at any
time during an Offering Period. The balance of the amount credited to the account of each Participant that has not been applied to the purchase of Shares
by reason of Section 423(b)(8) of the Code, Section 5.5 or the other limitations set forth in this Plan shall be paid to such Participant in one lump sum in
cash as soon as reasonably practicable after the Purchase Date.
V.7Foreign Employees. In order to facilitate participation in the Plan, the Administrator may provide for such special terms
applicable to Participants who are citizens or residents of a foreign jurisdiction, or who are employed by a Designated Subsidiary outside of the United
States, as the Administrator may consider necessary or appropriate to accommodate differences in local law, tax policy or custom. Such special terms
may not be more favorable than the terms of rights granted under the Plan to Eligible Employees who are residents of the United States. Moreover, the
Administrator may approve such supplements to, or amendments, restatements or alternative versions of, this Plan as it may consider necessary or
appropriate for such purposes without thereby affecting the terms of this Plan as in effect for any other purpose. No such special terms, supplements,
amendments or restatements shall include any provisions that are inconsistent with the terms of this Plan as then in effect unless this Plan could have
been amended to eliminate such inconsistency without further approval by the stockholders of the Company.
V.8Leave of Absence. During leaves of absence approved by the Company meeting the requirements of Treasury Regulation
Section 1.421-1(h)(2) under the Code, a Participant may continue participation in the Plan by making cash payments to the Company on his or her
normal payday equal to his or her authorized payroll deduction.
ARTICLE VI.
GRANT AND EXERCISE OF RIGHTS
VI.1Grant of Rights. On the Enrollment Date of each Offering Period, each Eligible Employee participating in such Offering Period
shall be granted a right to purchase the maximum number of Shares specified under Section 4.2, subject to the limits in Section 5.5, and shall have the
right to buy, on each Purchase Date during such Offering Period (at the applicable Purchase Price), such number of whole Shares
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as is determined by dividing (a) such Participant’s payroll deductions accumulated prior to such Purchase Date and retained in the Participant’s account
as of the Purchase Date, by (b) the applicable Purchase Price (rounded down to the nearest Share). The right shall expire on the earlier of: (x) the last
Purchase Date of such Offering Period, (y) last day of such Offering Period and (z) the date on which such Participant withdraws in accordance with
Section 7.1 or Section 7.3.
VI.2Exercise of Rights. On each Purchase Date, each Participant’s accumulated payroll deductions and any other additional
payments specifically provided for in the applicable Offering Document will be applied to the purchase of whole Shares, up to the maximum number of
Shares permitted pursuant to the terms of the Plan and the applicable Offering Document, at the Purchase Price. No fractional Shares shall be issued
upon the exercise of rights granted under the Plan, unless the Offering Document specifically provides otherwise. Any cash in lieu of fractional Shares
remaining after the purchase of whole Shares upon exercise of a purchase right will be carried forward and applied toward the purchase of whole Shares
for the following Offering Period. Shares issued pursuant to the Plan may be evidenced in such manner as the Administrator may determine and may be
issued in certificated form or issued pursuant to book-entry procedures.
VI.3Pro Rata Allocation of Shares. If the Administrator determines that, on a given Purchase Date, the number of Shares with
respect to which rights are to be exercised may exceed (a) the number of Shares that were available for issuance under the Plan on the Enrollment Date
of the applicable Offering Period, or (b) the number of Shares available for issuance under the Plan on such Purchase Date, the Administrator may in its
sole discretion provide that the Company shall make a pro rata allocation of the Shares available for purchase on such Enrollment Date or Purchase Date,
as applicable, in as uniform a manner as shall be practicable and as it shall determine in its sole discretion to be equitable among all Participants for
whom rights to purchase Shares are to be exercised pursuant to this Article VI on such Purchase Date, and shall either (i) continue all Offering Periods
then in effect, or (ii) terminate any or all Offering Periods then in effect pursuant to Article IX. The Company may make pro rata allocation of the Shares
available on the Enrollment Date of any applicable Offering Period pursuant to the preceding sentence, notwithstanding any authorization of additional
Shares for issuance under the Plan by the Company’s stockholders subsequent to such Enrollment Date. The balance of the amount credited to the
account of each Participant that has not been applied to the purchase of Shares shall be paid to such Participant, without interest, in one lump sum in cash
as soon as reasonably practicable after the Purchase Date.
VI.4Withholding. At the time a Participant’s rights under the Plan are exercised, in whole or in part, or at the time some or all of the
Shares issued under the Plan is disposed of, the Participant must make adequate provision for the Company’s federal, state, or other tax withholding
obligations, if any, that arise upon the exercise of the right or the disposition of the Shares. At any time, the Company may, but shall not be obligated to,
withhold from the Participant’s compensation the amount necessary for the Company to meet applicable withholding obligations, including any
withholding required to make available to the Company any tax deductions or benefits attributable to sale or early disposition of Shares by the
Participant.
VI.5Conditions to Issuance of Common Stock. The Company shall not be required to issue or deliver any certificate or certificates
for, or make any book entries evidencing, Shares purchased upon the exercise of rights under the Plan prior to fulfillment of all of the following
conditions:
(a)The admission of such Shares to listing on all stock exchanges, if any, on which the Common Stock is then listed;
(b)The completion of any registration or other qualification of such Shares under any state or federal law or under the rulings or
regulations of the Securities and Exchange Commission or any other
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governmental regulatory body, that the Administrator shall, in its absolute discretion, deem necessary or advisable;
(c)The obtaining of any approval or other clearance from any state or federal governmental agency that the Administrator shall, in its
absolute discretion, determine to be necessary or advisable;
(d)The payment to the Company of all amounts that it is required to withhold under federal, state or local law upon exercise of the
rights, if any; and
(e)The lapse of such reasonable period of time following the exercise of the rights as the Administrator may from time to time
establish for reasons of administrative convenience.
ARTICLE VII.
WITHDRAWAL; CESSATION OF ELIGIBILITY
VII.1Withdrawal. A Participant may withdraw all but not less than all of the payroll deductions credited to his or her account and
not yet used to exercise his or her rights under the Plan at any time by giving written notice to the Company in a form acceptable to the Company no later
than two weeks prior to the end of the Offering Period or, if earlier, the end of the Purchase Period (or such shorter or longer period as may be specified
by the Administrator in the Offering Document). All of the Participant’s payroll deductions credited to his or her account during the Offering Period not
yet used to exercise his or her rights under the Plan shall be paid to such Participant as soon as reasonably practicable after receipt of notice of
withdrawal and such Participant’s rights for the Offering Period shall be automatically terminated, and no further payroll deductions for the purchase of
Shares shall be made for such Offering Period. If a Participant withdraws from an Offering Period, payroll deductions shall not resume at the beginning
of the next Offering Period unless the Participant is an Eligible Employee and timely delivers to the Company a new subscription agreement.
VII.2Future Participation. A Participant’s withdrawal from an Offering Period shall not have any effect upon his or her eligibility to
participate in any similar plan that may hereafter be adopted by the Company or a Designated Subsidiary or in subsequent Offering Periods that
commence after the termination of the Offering Period from which the Participant withdraws.
VII.3Cessation of Eligibility. Upon a Participant’s ceasing to be an Eligible Employee for any reason, he or she shall be deemed to
have elected to withdraw from the Plan pursuant to this Article VII and the payroll deductions credited to such Participant’s account during the Offering
Period shall be paid to such Participant or, in the case of his or her death, to the person or persons entitled thereto under Section 12.4, as soon as
reasonably practicable, and such Participant’s rights for the Offering Period shall be automatically terminated.
ARTICLE VIII.
ADJUSTMENTS UPON CHANGES IN STOCK
VIII.1Changes in Capitalization. Subject to Section 8.3, in the event that the Administrator determines that any dividend or other
distribution (whether in the form of cash, Common Stock, other securities, or other property), Change in Control, reorganization, merger, amalgamation,
consolidation, combination, repurchase, recapitalization, liquidation, dissolution, or sale, transfer, exchange or other disposition of all or substantially all
of the assets of the Company, or sale or exchange of Common Stock or other securities of the Company, issuance of warrants or other rights to purchase
Common Stock or other securities of the Company, or other similar corporate transaction or event, as determined by the Administrator, affects the
Common Stock such that an adjustment is determined by the Administrator to be
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appropriate in order to prevent dilution or enlargement of the benefits or potential benefits intended by the Company to be made available under the Plan
or with respect to any outstanding purchase rights under the Plan, the Administrator shall make equitable adjustments, if any, to reflect such change with
respect to (a) the aggregate number and type of Shares (or other securities or property) that may be issued under the Plan (including, but not limited to,
adjustments of the limitations in Section 3.1 and the limitations established in each Offering Document pursuant to Section 4.2 on the maximum number
of Shares that may be purchased); (b) the class(es) and number of Shares and price per Share subject to outstanding rights; and (c) the Purchase Price
with respect to any outstanding rights.
VIII.2Other Adjustments. Subject to Section 8.3, in the event of any transaction or event described in Section 8.1 or any unusual or
nonrecurring transactions or events affecting the Company, any affiliate of the Company, or the financial statements of the Company or any affiliate
(including without limitation any Change in Control), or of changes in Applicable Law or accounting principles, the Administrator, in its discretion, and
on such terms and conditions as it deems appropriate, is hereby authorized to take any one or more of the following actions whenever the Administrator
determines that such action is appropriate in order to prevent the dilution or enlargement of the benefits or potential benefits intended to be made
available under the Plan or with respect to any right under the Plan, to facilitate such transactions or events or to give effect to such changes in laws,
regulations or principles:
(a)To provide for either (i) termination of any outstanding right in exchange for an amount of cash, if any, equal to the amount that
would have been obtained upon the exercise of such right had such right been currently exercisable or (ii) the replacement of such outstanding right with
other rights or property selected by the Administrator in its sole discretion;
(b)To provide that the outstanding rights under the Plan shall be assumed by the successor or survivor corporation, or a parent or
subsidiary thereof, or shall be substituted for by similar rights covering the stock of the successor or survivor corporation, or a parent or subsidiary
thereof, with appropriate adjustments as to the number and kind of shares and prices;
(c)To make adjustments in the number and type of Shares (or other securities or property) subject to outstanding rights under the
Plan and/or in the terms and conditions of outstanding rights and rights that may be granted in the future;
(d)To provide that Participants’ accumulated payroll deductions may be used to purchase Common Stock prior to the next occurring
Purchase Date on such date as the Administrator determines in its sole discretion and the Participants’ rights under the ongoing Offering Period(s) shall
be terminated; and
(e)To provide that all outstanding rights shall terminate without being exercised.
VIII.3No Adjustment Under Certain Circumstances. No adjustment or action described in this Article VIII or in any other provision
of the Plan shall be authorized to the extent that such adjustment or action would cause the Plan to fail to satisfy the requirements of Section 423 of the
Code.
VIII.4No Other Rights. Except as expressly provided in the Plan, no Participant shall have any rights by reason of any subdivision or
consolidation of shares of stock of any class, the payment of any dividend, any increase or decrease in the number of shares of stock of any class or any
dissolution, liquidation, merger, or consolidation of the Company or any other corporation. Except as expressly provided in the Plan or pursuant to action
of the Administrator under the Plan, no issuance by the Company of shares of stock of any class, or securities convertible into shares of stock of any
class, shall affect, and no adjustment by reason thereof shall be made with respect to, the number of Shares subject to outstanding rights under the Plan
or the Purchase Price with respect to any outstanding rights.
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ARTICLE IX.
AMENDMENT, MODIFICATION AND TERMINATION
IX.1Amendment, Modification and Termination. The Administrator may amend, suspend or terminate the Plan at any time and from
time to time; provided, however, that approval of the Company’s stockholders shall be required to amend the Plan to: (a) increase the aggregate number,
or change the type, of shares that may be sold pursuant to rights under the Plan under Section 3.1 (other than an adjustment as provided by Article VIII);
(b) change the Plan in any manner that would be considered the adoption of a new plan within the meaning of Treasury regulation Section 1.423-2(c)(4);
or (c) change the Plan in any manner that would cause the Plan to no longer be an “employee stock purchase plan” within the meaning of Section 423(b)
of the Code.
IX.2Certain Changes to Plan. Without stockholder consent and without regard to whether any Participant rights may be considered
to have been adversely affected, to the extent permitted by Section 423 of the Code, the Administrator shall be entitled to change or terminate the
Offering Periods, limit the frequency and/or number of changes in the amount withheld from Compensation during an Offering Period, establish the
exchange ratio applicable to amounts withheld in a currency other than U.S. dollars, permit payroll withholding in excess of the amount designated by a
Participant in order to adjust for delays or mistakes in the Company’s processing of payroll withholding elections, establish reasonable waiting and
adjustment periods and/or accounting and crediting procedures to ensure that amounts applied toward the purchase of Common Stock for each
Participant properly correspond with amounts withheld from the Participant’s Compensation, and establish such other limitations or procedures as the
Administrator determines in its sole discretion to be advisable that are consistent with the Plan.
IX.3Actions In the Event of Unfavorable Financial Accounting Consequences. In the event the Administrator determines that the
ongoing operation of the Plan may result in unfavorable financial accounting consequences, the Administrator may, in its discretion and, to the extent
necessary or desirable, modify or amend the Plan to reduce or eliminate such accounting consequence including, but not limited to:
(a)altering the Purchase Price for any Offering Period, including an Offering Period underway at the time of the change in Purchase
Price;
(b)shortening any Offering Period so that the Offering Period ends on a new Purchase Date, including an Offering Period underway
at the time of the Administrator action; and
(c)allocating Shares.
Such modifications or amendments shall not require stockholder approval or the consent of any Participant.
IX.4Payments Upon Termination of Plan. Upon termination of the Plan, the balance in each Participant’s Plan account shall be
refunded as soon as practicable after such termination, without any interest thereon.
ARTICLE X.
TERM OF PLAN
The Plan shall be effective on the Effective Date. The effectiveness of the Plan shall be subject to approval of the Plan by the stockholders of
the Company within 12 months following the date the Plan is first approved by the Board. No right may be granted under the Plan prior to such
stockholder approval. No
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rights may be granted under the Plan during any period of suspension of the Plan or after termination of the Plan.
ARTICLE XI.
ADMINISTRATION
XI.1Administrator. Unless otherwise determined by the Board, the Administrator of the Plan shall be the Compensation Committee
of the Board (or another committee or a subcommittee of the Board to which the Board delegates administration of the Plan) (such committee, the
“Committee”). The Board may at any time vest in the Board any authority or duties for administration of the Plan.
XI.2Action by the Administrator. Unless otherwise established by the Board or in any charter of the Administrator, a majority of the
Administrator shall constitute a quorum. The acts of a majority of the members present at any meeting at which a quorum is present and, subject to
Applicable Law and the Bylaws of the Company, acts approved in writing by a majority of the Administrator in lieu of a meeting, shall be deemed the
acts of the Administrator. Each member of the Administrator is entitled to, in good faith, rely or act upon any report or other information furnished to
that member by any officer or other employee of the Company or any Designated Subsidiary, the Company’s independent certified public accountants,
or any executive compensation consultant or other professional retained by the Company to assist in the administration of the Plan.
XI.3Authority of Administrator. The Administrator shall have the power, subject to, and within the limitations of, the express
provisions of the Plan:
(a)To determine when and how rights to purchase Common Stock shall be granted and the provisions of each offering of such rights
(which need not be identical).
(b)To designate from time to time which Subsidiaries of the Company shall be Designated Subsidiaries, which designation may be
made without the approval of the stockholders of the Company.
(c)To construe and interpret the Plan and rights granted under it, and to establish, amend and revoke rules and regulations for its
administration. The Administrator, in the exercise of this power, may correct any defect, omission or inconsistency in the Plan, in a manner and to the
extent it shall deem necessary or expedient to make the Plan fully effective.
(d)To amend, suspend or terminate the Plan as provided in Article IX.
(e)Generally, to exercise such powers and to perform such acts as the Administrator deems necessary or expedient to promote the
best interests of the Company and its Subsidiaries and to carry out the intent that the Plan be treated as an “employee stock purchase plan” within the
meaning of Section 423 of the Code.
XI.4Decisions Binding. The Administrator’s interpretation of the Plan, any rights granted pursuant to the Plan, any subscription
agreement and all decisions and determinations by the Administrator with respect to the Plan are final, binding, and conclusive on all parties.
ARTICLE XII.
MISCELLANEOUS
XII.1Restriction upon Assignment. A right granted under the Plan shall not be transferable other than by will or the Applicable
Laws of descent and distribution, and is exercisable during the Participant’s
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lifetime only by the Participant. Except as provided in Section 12.4 hereof, a right under the Plan may not be exercised to any extent except by the
Participant. The Company shall not recognize and shall be under no duty to recognize any assignment or alienation of the Participant’s interest in the
Plan, the Participant’s rights under the Plan or any rights thereunder.
XII.2Rights as a Stockholder. With respect to Shares subject to a right granted under the Plan, a Participant shall not be deemed to be
a stockholder of the Company, and the Participant shall not have any of the rights or privileges of a stockholder, until such Shares have been issued to the
Participant or his or her nominee following exercise of the Participant’s rights under the Plan. No adjustments shall be made for dividends (ordinary or
extraordinary, whether in cash securities, or other property) or distribution or other rights for which the record date occurs prior to the date of such
issuance, except as otherwise expressly provided herein or as determined by the Administrator.
XII.3Interest. No interest shall accrue on the payroll deductions or contributions of a Participant under the Plan.
XII.4Designation of Beneficiary.
(a)A Participant may, in the manner determined by the Administrator, file a written designation of a beneficiary who is to receive
any Shares and/or cash, if any, from the Participant’s account under the Plan in the event of such Participant’s death subsequent to a Purchase Date on
which the Participant’s rights are exercised but prior to delivery to such Participant of such Shares and cash. In addition, a Participant may file a written
designation of a beneficiary who is to receive any cash from the Participant’s account under the Plan in the event of such Participant’s death prior to
exercise of the Participant’s rights under the Plan. If the Participant is married and resides in a community property state, a designation of a person other
than the Participant’s spouse as his or her beneficiary shall not be effective without the prior written consent of the Participant’s spouse.
(b)Such designation of beneficiary may be changed by the Participant at any time by written notice to the Company. In the event of
the death of a Participant and in the absence of a beneficiary validly designated under the Plan who is living at the time of such Participant’s death, the
Company shall deliver such Shares and/or cash to the executor or administrator of the estate of the Participant, or if no such executor or administrator has
been appointed (to the knowledge of the Company), the Company, in its discretion, may deliver such Shares and/or cash to the spouse or to any one or
more dependents or relatives of the Participant, or if no spouse, dependent or relative is known to the Company, then to such other person as the
Company may designate.
XII.5Notices. All notices or other communications by a Participant to the Company under or in connection with the Plan shall be
deemed to have been duly given when received in the form specified by the Company at the location, or by the person, designated by the Company for
the receipt thereof.
XII.6Equal Rights and Privileges. Subject to Section 5.7, all Eligible Employees will have equal rights and privileges under this Plan
so that this Plan qualifies as an “employee stock purchase plan” within the meaning of Section 423 of the Code. Subject to Section 5.7, any provision of
this Plan that is inconsistent with Section 423 of the Code will, without further act or amendment by the Company, the Board or the Administrator, be
reformed to comply with the equal rights and privileges requirement of Section 423 of the Code.
XII.7Use of Funds. All payroll deductions received or held by the Company under the Plan may be used by the Company for any
corporate purpose, and the Company shall not be obligated to segregate such payroll deductions.
13

XII.8Reports. Statements of account shall be given to Participants at least annually, which statements shall set forth the amounts of
payroll deductions, the Purchase Price, the number of Shares purchased and the remaining cash balance, if any.
XII.9No Employment Rights. Nothing in the Plan shall be construed to give any person (including any Eligible Employee or
Participant) the right to employment or service with (or to remain in the employ of) the Company or any Parent or Subsidiary thereof or affect the right of
the Company or any Parent or Subsidiary thereof to terminate the employment of any person (including any Eligible Employee or Participant) at any
time, with or without cause.
XII.10Notice of Disposition of Shares. Each Participant shall give prompt notice to the Company of any disposition or other transfer
of any Shares purchased upon exercise of a right under the Plan if such disposition or transfer is made: (a) within two years from the Enrollment Date of
the Offering Period in which the Shares were purchased or (b) within one year after the Purchase Date on which such Shares were purchased. Such
notice shall specify the date of such disposition or other transfer and the amount realized, in cash, other property, assumption of indebtedness or other
consideration, by the Participant in such disposition or other transfer.
XII.11Governing Law. The Plan and any agreements hereunder shall be administered, interpreted and enforced under the internal
laws of the State of Delaware without regard to conflicts of laws thereof or of any other jurisdiction.
XII.12Electronic Forms. To the extent permitted by Applicable Law and in the discretion of the Administrator, an Eligible
Employee may submit any form or notice as set forth herein by means of an electronic form approved by the Administrator. Before the commencement
of an Offering Period, the Administrator shall prescribe the time limits within which any such electronic form shall be submitted to the Administrator
with respect to such Offering Period in order to be a valid election.
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Exhibit 10.8
WINC, INC.
EXECUTIVE SEVERANCE PLAN
Winc, Inc., a Delaware corporation (the “Company”), has adopted this Winc, Inc. Executive Severance Plan, including the attached Exhibits (the
“Plan”), for the benefit of Participants (as defined below) on the terms and conditions hereinafter stated. The Plan, as set forth herein, is intended to
provide severance protections to a select group of management or highly compensated employees (within the meaning of ERISA (as defined below)) in
connection with qualifying terminations of employment.
1. Defined Terms. Capitalized terms used but not otherwise defined herein shall have the meanings indicated below:
I.1“Base Compensation” means the Participant’s annual base salary rate in effect immediately prior to a Qualifying Termination,
disregarding any reduction which gives rise to Good Reason.
I.2“Board” means the Board of Directors of the Company.
I.3“Cash Salary Severance” means the portion of a Participant’s Cash Severance that is based on the Participant’s Base
Compensation determined in accordance with Exhibit A or Exhibit B attached hereto, as applicable.
I.4“Cash Salary Severance Period” means the number of months during which the Participant is entitled to Cash Salary Severance
beginning on the Date of Termination and determined in accordance with Exhibit A or Exhibit B attached hereto, as applicable.
I.5“Cash Severance” means the Cash Salary Severance and, with respect to a CIC Termination, the Incentive Compensation
Severance, determined in accordance with Exhibit A or Exhibit B attached hereto, as applicable.
I.6“Cause” means, except as may otherwise be provided in a Participant’s employment agreement to the extent such agreement is in
effect at the relevant time, any of the following events:
(a)the Participant’s embezzlement, theft, fraud, misappropriation or any other intentional act of dishonesty
involving the Company or any of its customers, vendors, agents or employees;
(b)the Participant’s conviction (including a plea of nolo contendere) of any felony or other crime or
misdemeanor involving moral turpitude;
(c)the Participant’s continued and deliberate failure, for thirty (30) days after written notice, to substantially
perform the Participant’s duties and responsibilities to the Company that materially and adversely affects the business or reputation of the Company;
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(d)the Participant’s unauthorized use or intentional disclosure of any proprietary information or trade secrets of
the Company outside the ordinary course of business, provided such use or disclosure materially damages the Company or its business or reputation; or
(e)the Participant’s breach of any material obligations under any written agreement the Participant has with the
Company.
Notwithstanding the foregoing, the termination of the Participant’s employment under subsection (c), (d), or (e) shall not be deemed to be for Cause
unless and until there shall have been delivered to the Participant a notice specifying the particular act or acts or failure to act that is the basis of such
notice, and the Participant fails, within ten (10) days of the Participant’s receipt of such notice, to substantially correct the same (to the extent
correctable). For clarity, a termination without “Cause” does not include any termination that occurs as a result of the Participant’s death or disability.
I.1“Change in Control” shall have the meaning set forth in the Company’s 2021 Incentive Award Plan, as may be amended from
time to time.
I.2“CIC Protection Period” means the period beginning three months prior to the date of a Change in Control and ending on and
including the one-year anniversary of the date of a Change in Control.
I.3“CIC Termination” means a Qualifying Termination which occurs during the CIC Protection Period.
I.4“Claimant” shall have the meaning set forth in Section 11.1 hereof.
I.5“COBRA” means the Consolidated Omnibus Budget Reconciliation Act of 1985.
I.6“COBRA Period” means the number of months used to calculate the COBRA Premium Payment, determined in accordance with
Exhibit A or Exhibit B attached hereto, as applicable.
I.7“COBRA Premium Payment” shall have the meaning set forth in Section 4.2(b) hereof.
I.8“Code” means the Internal Revenue Code of 1986, as amended from time to time, or any successor thereto.
I.9“Committee” means the Compensation Committee of the Board, or such other committee as may be appointed by the Board to
administer the Plan.
I.10“Date of Termination” means the effective date of the termination of the Participant’s employment.
I.11“Effective Date” shall have the meaning set forth in Section 2 hereof.
I.12“Employee” means an individual who is an employee of the Company or any of its subsidiaries.
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I.13“Equity Award” means a Company equity-based award that vests solely based on the passage of time granted under any equitybased award plan of the Company, including, but not limited to, the Company’s 2021 Incentive Award Plan, as may be amended from time to time.
I.14“ERISA” means the Employee Retirement Income Security Act of 1974, as amended, and the regulations promulgated
thereunder.
I.15“Excise Tax” shall have the meaning set forth in Section 7.1 hereof.
I.16“Good Reason” means the occurrence of any one or more of the following events without the Participant’s prior written consent,
unless the Company fully corrects the circumstances constituting Good Reason (provided such circumstances are capable of correction) as provided
below:
(a)a material diminution in the Participant’s position (including status, offices, titles and reporting
requirements), authority, duties or responsibilities, excluding for this purpose any isolated, insubstantial or inadvertent actions not taken in bad faith and
which are remedied by the Company promptly after receipt of notice thereof given by the Participant;
(b)a material change in the geographic location at which the Participant performs his or her principal duties for
the Company to a new location that is more than 30 miles from the location at which the Participant performs his or her principal duties for the Company
as of the date on which the Participant first becomes a Participant in the Plan; or
(c)any material reduction in the Participant’s Base Compensation.
Notwithstanding the foregoing, the Participant will not be deemed to have resigned for Good Reason unless (1) the Participant provides written notice to
the Company setting forth in reasonable detail the facts and circumstances claimed by the Participant to constitute Good Reason within 90 days after the
date of the occurrence of any event that the Participant knows or should reasonably have known to constitute Good Reason; (2) the Company fails to
cure such acts or omissions within 30 days following its receipt of such notice; and (3) the effective date of the Participant’s termination for Good
Reason occurs no later than 60 days after the expiration of the Company’s cure period. With respect to the foregoing definition, the term “Company”
will be interpreted to include any subsidiary, parent, affiliate, or any successor thereto, if appropriate.
I.17“Incentive Compensation Severance” means the portion of a Participant’s Cash Severance that is based on the Participant’s
Target Incentive Compensation, determined in accordance with Exhibit B attached hereto.
I.18“Independent Advisors” shall have the meaning set forth in Section 7.2 hereof.
I.19“Participant” means each Employee who is selected by the Administrator to participate in the Plan and is provided with (and, if
applicable, countersigns) a Participation Notice in accordance with the Plan, other than any Employee who, at the time of his or her termination of
employment, is covered by a plan or agreement with the Company or a subsidiary that provides for cash severance or termination benefits that explicitly
supersedes and/or replaces the payments and benefits provided under this Plan. For
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the avoidance of doubt, retention bonus payments, change in control bonus payments and other similar cash payments shall not constitute “cash
severance” for purposes of this definition.
I.20“Participation Notice” shall have the meaning set forth in Section 2 hereof.
I.21“Qualifying Termination” means a termination of the Participant’s employment by (i) the Company without Cause or (ii) the
Participant for Good Reason. Notwithstanding anything contained herein, in no event shall a Participant be deemed to have experienced a Qualifying
Termination (a) if such Participant is offered and/or accepts a comparable employment position with the Company or any subsidiary, or (b) if in
connection with a Change in Control or any other corporate transaction or sale of assets involving the Company or any subsidiary, such Participant is
offered and accepts a comparable employment position with the successor or purchaser entity (or an affiliate thereof), as applicable. A Qualifying
Termination shall not include a termination due to the Participant’s death or disability.
I.22“Release” shall have the meaning set forth in Section 4.4 hereof.
I.23“Severance Benefits” means the severance payments and benefits to which a Participant may become entitled pursuant to
Section 4 of the Plan and Exhibit A or Exhibit B, as applicable and each as attached hereto.
I.24“Target Incentive Compensation” means the Participant’s target cash performance bonus, if any, for the year in which the Date
of Termination occurs.
I.25“Total Payments” shall have the meaning set forth in Section 7.1 hereof.
2. Effectiveness of the Plan; Notification. The Plan shall become effective on November 15, 2021, 2021 (the “Effective Date”).
The Administrator shall, pursuant to a written notice to any Employee (a “Participation Notice”), notify each Participant that such Participant has been
selected to participate in the Plan.
3. Administration. Subject to Section 13.3 hereof, the Plan shall be interpreted, administered and operated by the Committee (the
“Administrator”), which shall have complete authority, subject to the express provisions of the Plan, to interpret the Plan, to prescribe, amend and
rescind rules and regulations relating to the Plan, and to make all other determinations necessary or advisable for the administration of the Plan. The
Administrator may delegate any of its duties hereunder to a subcommittee, or to such person or persons from time to time as it may designate other than
to any Participant in the Plan, and the Administrator may delegate (other than to any Participant in the Plan) its duty to provide a Participation Notice to a
Participant in the Plan. All decisions, interpretations and other actions of the Administrator (including with respect to whether a Qualifying Termination
has occurred) shall be final, conclusive and binding on all parties who have an interest in the Plan.
4. Severance Benefits.
4.1Eligibility. Each Employee who qualifies as a Participant and who experiences a Qualifying Termination is eligible to receive
Severance Benefits under the Plan.
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4.2Qualifying Termination Payment. In the event that a Participant experiences a Qualifying Termination (other than a CIC
Termination), then, subject to the Participant’s execution and, to the extent applicable, non-revocation of a Release in accordance with Section 4.4 hereof,
and subject to any additional requirements specified in the Plan, the Company shall pay or provide to the Participant the following Severance Benefits:
(a)Cash Salary Severance Payment. The Company shall pay to the Participant an amount equal to the Cash Salary
Severance determined in accordance with Exhibit A attached hereto. Subject to Section 6.2 hereof, the Cash Salary Severance (as set forth on
Exhibit A) shall be paid in substantially equal installments in accordance with the Company’s normal payroll practice over the Cash Salary
Severance Period, but commencing on the first payroll date following the 60th day following the Date of Termination (and amounts otherwise
payable prior to such first payroll date shall be paid on such date without interest thereon).
(b)COBRA. Subject to the requirements of the Code, if the Participant properly elects healthcare continuation coverage
under the Company’s group health plans pursuant to COBRA, to the extent that the Participant is eligible to do so, then the Company shall
subsidize the COBRA premiums for the Participant and the Participant’s covered dependents until the earlier of the end of the month during
which the Participant’s COBRA Period, determined in accordance with Exhibit A attached hereto, ends or the date the Participant becomes
eligible for healthcare coverage under a subsequent employer’s health plan (the “COBRA Premium Payment”). Such subsidy shall be made by
direct payment or, at the Company’s election, by reimbursement to the Participant, and shall equal an amount determined based on the same
benefit levels and cost to the Participant as would have applied based on the Participant’s elections in effect on the Date of Termination if the
Participant’s employment had not been terminated. Notwithstanding the foregoing, (i) if any plan pursuant to which such benefits are provided
is not, or ceases prior to the expiration of the period of continuation coverage to be, exempt from the application of Code Section 409A under
Treasury Regulation Section 1.409A-1(a)(5), or (ii) the Company is otherwise unable to continue to cover the Participant under its group health
plans without penalty under applicable law (including without limitation, Section 2716 of the Public Health Service Act), then, in either case, an
amount equal to each remaining Company reimbursement shall thereafter be paid to the Participant in substantially equal monthly installments
over the COBRA Period (or the remaining portion thereof).
(c)Equity Acceleration. Each outstanding Equity Award held by the Participant as of his or her Date of Termination shall
vest, and, as applicable, become exercisable as specified in Exhibit A upon the effectiveness of the Release.
1.1CIC Termination Payment. In the event that a Participant experiences a CIC Termination, then, subject to the Participant’s
execution and, to the extent applicable, non-revocation of a Release in accordance with Section 4.4 hereof, and subject to any additional requirements
specified in the Plan:
(a)Cash Severance Payment. The Company shall pay or provide to the Participant, as applicable, an amount
equal to the Cash Severance determined in accordance with Exhibit B attached hereto and paid in accordance with following provisions:
(i)Cash Salary Severance Payment. Subject to Section 6.2 hereof, the Cash Salary
Severance (as set forth on Exhibit B) shall be paid in substantially equal installments in accordance with

5

the Company’s normal payroll practice over the Cash Salary Severance Period, but commencing on the first payroll date following the 60th day
following the Date of Termination (and amounts otherwise payable prior to such first payroll date shall be paid on such date without interest thereon);
provided, that in the event the CIC Termination occurs prior to a Change in Control, then any incremental Cash Salary Severance that would have been
payable between the Date of Termination and the Change in Control date (i.e., incremental Cash Salary Severance above the Cash Salary Severance
payable upon a Qualifying Termination that is not a CIC Termination) instead shall be paid in a single lump sum on the date of the Change in Control.
(ii)Incentive Compensation Severance Payment. The Incentive Compensation Severance
(as set forth on Exhibit B) shall be paid in a single lump sum on the first payroll date following the 60 th day following the Date of Termination; provided
that in the event the CIC Termination occurs prior to a Change in Control, then the Incentive Compensation Severance shall be paid in a single lump sum
on the date of the Change in Control.
(b)COBRA. The Company shall provide to the Participant the COBRA Premium Payment set forth in Section
4.2(b) hereof; provided, however, that the COBRA Period shall be determined in accordance with Exhibit B attached hereto (instead of in accordance
with Exhibit A).
(c)Equity Acceleration. Each outstanding Equity Award held by the Participant as of his or her Date of
Termination shall vest and, as applicable, become exercisable as specified in Exhibit B, upon the later of the effectiveness of the Release and as of
immediately prior to the consummation of a Change in Control.
1.2Release. Notwithstanding anything herein to the contrary, no Participant shall be eligible or entitled to receive or retain any
Severance Benefits under the Plan unless he or she executes a general release of claims substantially in the form attached hereto as Exhibit C (the
“Release”) within 21 days (or 45 days if necessary to comply with applicable law) after the Date of Termination and, if he or she is entitled to a seven
day post-signing revocation period under applicable law, does not revoke such Release during such seven day period.
5. Limitations. Notwithstanding any provision of the Plan to the contrary, if a Participant’s status as an Employee is terminated for
any reason other than due to a Qualifying Termination, the Participant shall not be entitled to receive any Severance Benefits under the Plan, and the
Company shall not have any obligation to such Participant under the Plan.
6. Section 409A.
6.1General. To the extent applicable, the Plan shall be interpreted and applied consistent and in accordance with Code Section 409A
and Department of Treasury regulations and other interpretive guidance issued thereunder. Notwithstanding any provision of the Plan to the contrary, to
the extent that the Administrator determines that any payments or benefits under the Plan may not be either compliant with or exempt from Code Section
409A and related Department of Treasury guidance, the Administrator may in its sole discretion adopt such amendments to the Plan or take such other
actions that the Administrator determines are necessary or appropriate to (a) exempt the compensation and benefits payable under the Plan from Code
Section 409A and/or preserve the intended tax treatment of such compensation and benefits, or (b) comply with the requirements of Code Section 409A
and related Department of Treasury

6

guidance; provided, however, that this Section 6.1 shall not create any obligation on the part of the Administrator to adopt any such amendment or take
any other action, nor shall the Company have any liability for failing to do so.
6.2Potential Six-Month Delay. Notwithstanding anything to the contrary in the Plan, no amounts shall be paid to any Participant
under the Plan during the six-month period following such Participant’s “separation from service” (within the meaning of Code Section 409A(a)(2)(A)(i)
and Treasury Regulation Section 1.409A-1(h)) to the extent that the Administrator determines that paying such amounts at the time or times indicated in
the Plan would result in a prohibited distribution under Code Section 409A(a)(2)(B)(i). If the payment of any such amounts is delayed as a result of the
previous sentence, then on the first business day following the end of such six-month period (or such earlier date upon which such amount can be paid
under Code Section 409A without resulting in a prohibited distribution, including as a result of the Participant’s death), the Participant shall receive
payment of a lump-sum amount equal to the cumulative amount that would have otherwise been payable to the Participant during such six-month period
without interest thereon.
6.3Separation from Service. A termination of employment shall not be deemed to have occurred for purposes of any provision of
the Plan providing for the payment of any amounts or benefits that constitute “nonqualified deferred compensation” under Code Section 409A upon or
following a termination of employment unless such termination is also a “separation from service” within the meaning of Code Section 409A and, for
purposes of any such provision of the Plan, references to a “termination,” “termination of employment” or like terms shall mean “separation from
service”.
6.4Reimbursements. To the extent that any payments or reimbursements provided to a Participant under the Plan are deemed to
constitute compensation to the Participant to which Treasury Regulation Section 1.409A-3(i)(1)(iv) would apply, such amounts shall be paid or
reimbursed reasonably promptly, but not later than December 31st of the year following the year in which the expense was incurred. The amount of any
such payments eligible for reimbursement in one year shall not affect the payments or expenses that are eligible for payment or reimbursement in any
other taxable year, and the Participant’s right to such payments or reimbursement of any such expenses shall not be subject to liquidation or exchange for
any other benefit.
6.5Installments. For purposes of applying the provisions of Code Section 409A to the Plan, each separately identified amount to
which a Participant is entitled under the Plan shall be treated as a separate payment. In addition, to the extent permissible under Code Section 409A, the
right to receive any installment payments under the Plan shall be treated as a right to receive a series of separate payments and, accordingly, each such
installment payment shall at all times be considered a separate and distinct payment as permitted under Treasury Regulation Section 1.409A-2(b)(2)(iii).
Whenever a payment under the Plan specifies a payment period with reference to a number of days, the actual date of payment within the specified
period shall be within the sole discretion of the Company.
2. Limitation on Payments.
6.6Best Pay Cap. Notwithstanding any other provision of the Plan, in the event that any payment or benefit received or to be
received by a Participant (including any payment or benefit received in connection with a termination of the Participant’s employment, whether pursuant
to the terms of the Plan or any other plan, arrangement or agreement) (all such payments and benefits, including the Severance
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Benefits, being hereinafter referred to as the “Total Payments”) would be subject (in whole or part), to the excise tax imposed under Code Section 4999
(the “Excise Tax”), then, after taking into account any reduction in the Total Payments provided by reason of Code Section 280G in such other plan,
arrangement or agreement, the Cash Severance benefits under the Plan shall first be reduced, and any noncash severance payments shall thereafter be
reduced, to the extent necessary so that no portion of the Total Payments is subject to the Excise Tax but only if (a) the net amount of such Total
Payments, as so reduced (and after subtracting the net amount of federal, state and local income taxes on such reduced Total Payments and after taking
into account the phase out of itemized deductions and personal exemptions attributable to such reduced Total Payments) is greater than or equal to (b) the
net amount of such Total Payments without such reduction (but after subtracting the net amount of federal, state and local income taxes on such Total
Payments and the amount of Excise Tax to which the Participant would be subject in respect of such unreduced Total Payments and after taking into
account the phase out of itemized deductions and personal exemptions attributable to such unreduced Total Payments).
6.7Certain Exclusions. For purposes of determining whether and the extent to which the Total Payments will be subject to the
Excise Tax, (a) no portion of the Total Payments, the receipt or retention of which the Participant has waived at such time and in such manner so as not
to constitute a “payment” within the meaning of Code Section 280G(b), will be taken into account; (b) no portion of the Total Payments will be taken
into account which, in the written opinion of an independent, nationally recognized accounting firm (the “Independent Advisors”) selected by the
Company, does not constitute a “parachute payment” within the meaning of Code Section 280G(b)(2) (including by reason of Code Section 280G(b)(4)
(A)) and, in calculating the Excise Tax, no portion of such Total Payments will be taken into account which, in the opinion of Independent Advisors,
constitutes reasonable compensation for services actually rendered, within the meaning of Code Section 280G(b)(4)(B), in excess of the “base amount”
(as defined in Code Section 280G(b)(3)) allocable to such reasonable compensation; and (c) the value of any non-cash benefit or any deferred payment or
benefit included in the Total Payments shall be determined by the Independent Advisors in accordance with the principles of Code Sections 280G(d)(3)
and (4).
3. No Mitigation. No Participant shall be required to seek other employment or attempt in any way to reduce or mitigate any
Severance Benefits payable under the Plan and the amount of any such Severance Benefits shall not be reduced by any other compensation paid or
provided to any Participant following such Participant’s termination of employment.
4. Successors.
4.1Company Successors. The Plan shall inure to the benefit of and shall be binding upon the Company and its successors and
assigns. Any successor (whether direct or indirect and whether by purchase, lease, merger, consolidation, liquidation or otherwise) to all or substantially
all of the Company’s business and/or assets shall assume and agree to perform the obligations of the Company under the Plan.
4.2Participant Successors. The Plan shall inure to the benefit of and be enforceable by each Participant’s personal or legal
representatives, executors, administrators, successors, heirs, distributees, devisees, legatees or other beneficiaries. If a Participant dies while any amount
remains payable to such Participant hereunder, all such amounts shall be paid in accordance with the terms of the Plan to the executors, personal
representatives or administrators of such Participant’s estate.
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5. Notices. All communications relating to matters arising under the Plan shall be in writing and shall be deemed to have been duly
given when hand delivered, faxed, emailed or mailed by reputable overnight carrier or United States certified mail, return receipt requested, addressed,
if to a Participant, to the address or email address on file with the Company or to such other address or email address as the Participant may have
furnished to the other in writing in accordance herewith and, if to the Company, to such address or email address as may be specified from time to time
by the Administrator, except that notice of change of address shall be effective only upon actual receipt.
6. Claims Procedure; Arbitration.
6.1Claims. Generally, Participants are not required to present a formal claim in order to receive benefits under the Plan. If,
however, any person (the “Claimant”) believes that benefits are being denied improperly, that the Plan is not being operated properly, that fiduciaries of
the Plan have breached their duties, or that the Claimant’s legal rights are being violated with respect to the Plan, the Claimant must file a formal claim,
in writing, with the Administrator. This requirement applies to all claims that any Claimant has with respect to the Plan, including claims against
fiduciaries and former fiduciaries, except to the extent the Administrator determines, in its sole discretion that it does not have the power to grant all
relief reasonably being sought by the Claimant. A formal claim must be filed within 90 days after the date the Claimant first knew or should have
known of the facts on which the claim is based, unless the Administrator consents otherwise in writing. The Administrator shall provide a Claimant, on
request, with a copy of the claims procedures established under Section 11.2 hereof.
6.2Claims Procedure. The Administrator has adopted procedures for considering claims (which are set forth in Exhibit D attached
hereto), which it may amend or modify from time to time, as it sees fit. These procedures shall comply with all applicable legal requirements. These
procedures may provide that final and binding arbitration shall be the ultimate means of contesting a denied claim (even if the Administrator or its
delegates have failed to follow the prescribed procedures with respect to the claim). The right to receive benefits under the Plan is contingent on a
Claimant using the prescribed claims and arbitration procedures to resolve any claim.
7. Covenants.
7.1Restrictive Covenants. A Participant’s right to receive and/or retain the Severance Benefits payable under this Plan is conditioned
upon and subject to the Participant’s continued compliance with any restrictive covenants (e.g., confidentiality, invention assignment, non-solicitation,
non-disparagement) contained in any other written agreement between the Participant and the Company, as in effect on the date of the Participant’s
Qualifying Termination.
7.2Return of Property. A Participant’s right to receive and/or retain the Severance Benefits payable under the Plan is conditioned
upon the Participant’s return to the Company of all Company documents (and all copies thereof) and other Company property (in each case, whether
physical, electronic or otherwise) in the Participant’s possession or control.
8. Miscellaneous.
8.1Entire Plan; Relation to Other Agreements. The Plan, together with any Participation Notice issued in connection with the Plan,
contains the entire understanding of the parties relating to the
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subject matter hereof and supersedes any prior agreement, arrangement and understanding between any Participant, on the one hand, and the Company
and/or any subsidiary, on the other hand, with respect to the subject matter hereof. Severance payable under the Plan is not intended to duplicate any
other severance benefits payable to a Participant by the Company. By participating in the Plan and accepting the Severance Benefits hereunder, the
Participant acknowledges and agrees that any prior agreement, arrangement and understanding between any Participant, on the one hand, and the
Company and/or any subsidiary, on the other hand, with respect to the subject matter hereof is hereby revoked and ineffective with respect to the
Participant (including with respect to any severance arrangement contained in an effective employment agreement, employment letter agreement by and
between the Participant and the Company (and/or any subsidiary)).
8.2No Right to Continued Service. Nothing contained in the Plan shall (a) confer upon any Participant any right to continue as an
employee of the Company or any subsidiary, (b) constitute any contract of employment or agreement to continue employment for any particular period,
or (c) interfere in any way with the right of the Company to terminate a service relationship with any Participant, with or without Cause.
8.3Termination and Amendment of Plan. The Plan may not be amended, modified, suspended or terminated except with the express
written consent of each Participant who would be adversely affected by any such amendment, modification, suspension or termination.
8.4Survival. Section 7 (Limitation on Payments), Section 11 (Claims Procedure; Arbitration) and Section 12 (Covenants) hereof
shall survive the termination or expiration of the Plan and shall continue in effect.
8.5Severance Benefit Obligations. Notwithstanding anything contained herein, Severance Benefits paid or provided under the Plan
may be paid or provided by the Company or any subsidiary employer, as applicable.
8.6Withholding. The Company shall have the authority and the right to deduct and withhold an amount sufficient to satisfy federal,
state, local and foreign taxes required by law to be withheld with respect to any Severance Benefits payable under the Plan.
8.7Benefits Not Assignable. Except as otherwise provided herein or by law, no right or interest of any Participant under the Plan
shall be assignable or transferable, in whole or in part, either directly or by operation of law or otherwise, including without limitation by execution, levy,
garnishment, attachment, pledge or in any manner; no attempted assignment or transfer thereof shall be effective; and no right or interest of any
Participant under the Plan shall be liable for, or subject to, any obligation or liability of such Participant. When a payment is due under the Plan to a
Participant who is unable to care for his or her affairs, payment may be made directly to his or her legal guardian or personal representative.
8.8Applicable Law. The Plan is intended to be an unfunded “top hat” pension plan within the meaning of U.S. Department of Labor
Regulation Section 2520.104-23 and shall be interpreted, administered, and enforced as such in accordance with ERISA. To the extent that state law is
applicable, the statutes and common law of the State of Delaware, excluding any that mandate the use of another jurisdiction’s laws, will apply.
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8.9Validity. The invalidity or unenforceability of any provision of the Plan shall not affect the validity or enforceability of any other
provision of the Plan, which shall remain in full force and effect.
8.10Captions. The captions contained in the Plan are for convenience only and shall have no bearing on the meaning, construction
or interpretation of the Plan’s provisions.
8.11Expenses. The expenses of administering the Plan shall be borne by the Company or its successor, as applicable.
8.12Unfunded Plan. The Plan shall be maintained in a manner to be considered “unfunded” for purposes of ERISA. The Company
shall be required to make payments only as benefits become due and payable. No person shall have any right, other than the right of an unsecured
general creditor against the Company, with respect to the benefits payable hereunder, or which may be payable hereunder, to any Participant, surviving
spouse or beneficiary hereunder. If the Company, acting in its sole discretion, establishes a reserve or other fund associated with the Plan, no person
shall have any right to or interest in any specific amount or asset of such reserve or fund by reason of amounts which may be payable to such person
under the Plan, nor shall such person have any right to receive any payment under the Plan except as and to the extent expressly provided in the Plan.
The assets in any such reserve or fund shall be part of the general assets of the Company, subject to the control of the Company.
*****
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S-1

I hereby certify that the foregoing Plan was duly adopted by the Board of Directors of Winc, Inc. on October 11, 2021.

Signature: /s/ Matthew Thelen_______
Name: Matthew Thelen
Title: Secretary
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EXHIBIT A
CALCULATION OF QUALIFYING TERMINATION SEVERANCE AMOUNTS

Tier

1

Cash Salary Severance

100% Base Compensation

Cash Salary Severance
Period

Equity Acceleration

COBRA Period (1)

12 months

Accelerated vesting (and, as
applicable, exercisability) of
25% of the total number of
shares subject to each Equity
Award

12 months

(1) COBRA Period begins on the first day of the calendar month following the calendar month in which the Date of Termination occurs.
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EXHIBIT B
CALCULATION OF CIC TERMINATION SEVERANCE AMOUNTS
Cash Severance
Tier
Cash Salary Severance

1

100% Base Compensation

Incentive
Compensation
Severance

100% Target Incentive
Compensation

Cash Salary
Severance Period

Equity Acceleration

COBRA Period (1)

12 Months

Full vesting
acceleration (and, as
applicable,
exercisability) of
Equity Awards

12 months

(1) COBRA Period begins on the first day of the calendar month following the calendar month in which the Date of Termination occurs.
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EXHIBIT C
FORM OF RELEASE
[To be attached]
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EXHIBIT D
DETAILED CLAIMS PROCEDURES
Section 1.1. Claim Procedure. Claims for benefits under the Plan shall be administered in accordance with Section 503 of ERISA and the Department of
Labor Regulations thereunder. The Administrator shall have the right to delegate its duties under this Exhibit and all references to the Administrator
shall be a reference to any such delegate, as well. The Administrator shall make all determinations as to the rights of any Participant, beneficiary,
alternate payee or other person who makes a claim for benefits under the Plan (each, a “Claimant”). A Claimant may authorize a representative to act on
his or her behalf with respect to any claim under the Plan. A Claimant who asserts a right to any benefit under the Plan he has not received, in whole or
in part, must file a written claim with the Administrator. All written claims shall be submitted to the head of Human Resources of Winc, Inc.
(a)Regular Claims Procedure. The claims procedure in this subsection (a) shall apply to all claims for Plan benefits.
(1)Timing of Denial. If the Administrator denies a claim in whole or in part (an “adverse benefit
determination”), then the Administrator will provide notice of the decision to the Claimant within a reasonable period of time, not to exceed 90 days after
the Administrator receives the claim, unless the Administrator determines that an extension of time for processing is required. In the event that the
Administrator determines that such an extension is required, written notice of the extension will be furnished to the Claimant before the end of the initial
90 day review period. The extension will not exceed a period of 90 days from the end of the initial 90 day period, and the extension notice will indicate
the special circumstances requiring such extension of time and the date by which the Administrator expects to render the benefit decision.
(2)Denial Notice. The Administrator shall provide every Claimant who is denied a claim for benefits with a
written or electronic notice of its decision. The notice will set forth, in a manner to be understood by the Claimant:
(i)

the specific reason or reasons for the adverse benefit determination;

(ii)

reference to the specific Plan provisions on which the determination is based;

(iii)
a description of any additional material or information necessary for the Claimant to perfect the claim and an
explanation as to why such information is necessary; and
(iv)
an explanation of the Plan’s appeal procedure and the time limits applicable to such procedures, including a
statement of the Claimant’s right to bring an action under Section 502(a) of ERISA after receiving a final adverse benefit
determination upon appeal.
(3)Appeal of Denial. The Claimant may appeal an initial adverse benefit determination by submitting a
written appeal to the Administrator within 60 days of receiving notice of the denial of the claim. The Claimant:
(i)

may submit written comments, documents, records and other information relating to the claim for benefits;
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(ii)
will be provided, upon request and without charge, reasonable access to and copies of all documents, records and
other information relevant to the Claimant’s claim for benefits; and
(iii)
will receive a review that takes into account all comments, documents, records and other information submitted by
the Claimant relating to the appeal, without regard to whether such information was submitted or considered in the initial
benefit determination.
(4)Decision on Appeal. The Administrator will conduct a full and fair review of the claim and the initial
adverse benefit determination. The Administrator holds regularly scheduled meetings at least quarterly. The Administrator shall make a benefit
determination no later than the date of the regularly scheduled meeting that immediately follows the Plan’s receipt of an appeal request, unless the
appeal request is filed within 30 days preceding the date of such meeting. In such case, a benefit determination may be made by no later than the date of
the second regularly scheduled meeting following the Plan’s receipt of the appeal request. If special circumstances require a further extension of time
for processing, a benefit determination shall be rendered no later than the third regularly scheduled meeting of the Administrator following the Plan’s
receipt of the appeal request. If such an extension of time for review is required, the Administrator shall provide the Claimant with written notice of the
extension, describing the special circumstances and the date as of which the benefit determination will be made, prior to the commencement of the
extension. The Administrator generally cannot extend the review period any further unless the Claimant voluntarily agrees to a longer extension. The
Administrator shall notify the Claimant of the benefit determination as soon as possible but not later than five days after it has been made.
(5)Notice of Determination on Appeal. The Administrator shall provide the Claimant with written or electronic
notification of its benefit determination on review. In the case of an adverse benefit determination, the notice shall set forth, in a manner intended to be
understood by the Claimant:
(i)

the specific reason or reasons for the adverse benefit determination;

(ii)

reference to the specific Plan provisions on which the adverse benefit determination is based;

(iii)
a statement that the Claimant is entitled to receive, upon request and without charge, reasonable access to, and
copies of, all documents, records and other information relevant to the claim for benefits;
(iv)
a statement describing any voluntary appeal procedures offered by the Plan and the Claimant’s right to obtain the
information about such procedures; and
(v)

a statement of the Claimant’s right to bring an action under Section 502(a) of ERISA.

(b) Exhaustion; Judicial Proceedings. No action at law or in equity shall be brought to recover benefits under the Plan until the claim
and appeal rights described in the Plan have been exercised and the Plan benefits requested in such appeal have been denied in whole or in part. If any
judicial proceeding is undertaken to appeal the denial of a claim or bring any other action under ERISA other than a breach of fiduciary claim, the
evidence presented may be strictly limited to the evidence timely presented to the Administrator. Any such judicial proceeding must be filed by the
earlier of: (a) one year after the
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Administrator’s final decision regarding the claim appeal or (b) one year after the Participant or other Claimant commenced payment of the Plan benefits
at issue in the judicial proceeding. The jurisdiction and venue for any judicial proceedings arising under or relating to the Plan will be exclusively in the
courts in California, including the federal courts located there should federal jurisdiction exist. This paragraph (c) shall not be construed to prohibit the
enforcement of any arbitration agreements.
(c)Administrator’s Decision is Binding. Benefits under the Plan shall be paid only if the Administrator decides in its sole discretion
that a Claimant is entitled to them. In determining claims for benefits, the Administrator has the authority to interpret the Plan, to resolve ambiguities, to
make factual determinations, and to resolve questions relating to eligibility for and amount of benefits. Subject to applicable law, any decision made in
accordance with the above claims procedures is final and binding on all parties and shall be given the maximum possible deference allowed by law. A
misstatement or other mistake of fact shall be corrected when it becomes known and the Administrator shall make such adjustment on account thereof as
it considers equitable and practicable.
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Exhibit 31.1
CERTIFICATION
I, Geoffrey McFarlane, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Winc, Inc.;

2.
Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made,
in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3.
Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4.
The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) for the registrant and have:
a.
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;
b.

[omitted];

c.
Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d.
Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter
(the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal
control over financial reporting; and
5.
The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.
All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and
b.
Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.
Date: December 9, 2021

By:

/s/ Geoffrey McFarlane
Geoffrey McFarlane
Chief Executive Officer
(Principal Executive Officer)
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CERTIFICATION
I, Carol Brault, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Winc, Inc.;

2.
Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made,
in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3.
Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4.
The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) for the registrant and have:
a.
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;
b.

[omitted];

c.
Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d.
Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter
(the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal
control over financial reporting; and
5.
The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.
All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and
b.
Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.
Date: December 9, 2021

By:

/s/ Carol Brault
Carol Brault
Chief Financial Officer
(Principal Financial and Accounting Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of Winc, Inc. (the “Company”) for the period ended September 30, 2021 as filed with the Securities and Exchange
Commission on the date hereof (the “Report”), I hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to my
knowledge:
(1)
The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2)
The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of and for the period
covered by the Report.
Date: December 9, 2021

By:

/s/ Geoffrey McFarlane
Geoffrey McFarlane
Chief Executive Officer
(Principal Executive Officer)

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of Winc, Inc. (the “Company”) for the period ended September 30, 2021 as filed with the Securities and Exchange
Commission on the date hereof (the “Report”), I hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to my
knowledge:
(1)
The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2)
The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of and for the period
covered by the Report.
Date: December 9, 2021

By:

/s/ Carol Brault
Carol Brault
Chief Financial Officer
(Principal Financial and Accounting Officer)

