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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This quarterly report on Form 10-Q, in particular “Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and the information incorporated by reference herein contains “forward-looking statements” (as such term is defined in Section 27A of the Securities Act of 1933, as amended and Section 21E of the Securities Exchange Act of 1934, as amended). These statements, which involve risks and uncertainties, reflect our current expectations, intentions, or strategies regarding our possible future results of operations, performance, and achievements. Forward-looking statements include, without limitation: statements regarding future products or product development; statements regarding future selling, general and administrative costs and research and development spending; statements regarding the future performance of our network marketing efforts; statements regarding our expectations regarding ongoing litigation; statements regarding international growth; and statements regarding future financial performance, results of operations, capital expenditures and sufficiency of capital resources to fund our operating requirements. These forward-looking statements are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 and applicable rules of the Securities and Exchange Commission and common law.

These forward-looking statements may be identified in this report and the information incorporated by reference by words such as “anticipate,” “believe,” “could,” “estimate,” “expect,” “intend,” “plan,” “predict,” “project,” “should” and similar terms and expressions, including references to assumptions and strategies. These statements reflect our current beliefs and are based on information currently available to us. Accordingly, these statements are subject to certain risks, uncertainties, and contingencies, which could cause our actual results, performance, or achievements to differ materially from those expressed in, or implied by, such statements.

The following factors are among those that may cause actual results to differ materially from our forward-looking statements:

· The COVID-19 pandemic or the widespread outbreak of any other illness or communicable disease or any other public health crisis, could adversely affect our business, results of operations and financial condition;

· Inability to properly manage, motivate and retain our independent distributors or to attract new customers and independent distributors on an ongoing basis;

· Inability to manage existing markets, open new international markets or expand our operations;

· Non-compliance by our independent distributors with applicable legal requirements or our policies and procedures, including making improper and/or illegal claims about our products or earnings opportunity;

· Inability of new products and technological innovations to gain customer or independent distributor or market acceptance;

· Inability to execute our product launch process due to increased pressure on our supply chain, information systems and management;

· Inability to appropriately manage our inventory;

· Potential adverse effects on our business and stock price due to ineffective internal controls;

· Disruptions in our information technology systems;

· Inability to protect against cyber security risks and to maintain the integrity of data;

· Inability to comply with financial covenants imposed by our credit facility and the impact of debt service obligations and restrictive debt covenants;

· International trade or foreign exchange restrictions, increased tariffs, foreign currency exchange fluctuations;

· Inability to raise additional capital or complete desired acquisitions;

· Dependence upon a few products for revenue;

· High quality materials for our products may become difficult to obtain or expensive;

· Dependence on third parties to manufacture our products;

· Disruptions to the transportation channels used to distribute our products;

· We may be subject to a product recall;
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· Unfavorable publicity on our business or products;

· Our direct selling program could be found to not be in compliance with current or newly adopted laws or regulations in various markets;

· Legal proceedings may be expensive and time consuming;

· Strict government regulations on our business;

· Regulations governing the production or marketing of our products;

· Risk of investigatory and enforcement action;

· Government authorities may question our tax positions or transfer pricing policies or change their laws in a manner that could increase our effective tax rate or otherwise harm our business;

· Failure to comply with anti-corruption laws;

· Loss of, or inability to attract, key personnel;

· We may be held responsible for certain taxes or assessments and other obligations relating to the activity of our independent distributors;

· Competition in the dietary supplement and personal care markets;

· Our inability to protect our intellectual property rights;

· Third party claims that we infringe on their intellectual property;

· Product liability claims against us;

· Economic, political, foreign exchange and other risks associated with international operations;

· Potential delisting of our common stock due to non-compliance with Nasdaq's continued listing requirements;

· Volatility of the market price of our common stock;

· Substantial sales of shares may negatively impact the market price of our common stock; and

· Dilution of outstanding common shares may occur if holders of our existing options exercise their securities or upon future vesting of restricted stock units.

When considering these forward-looking statements, you should keep in mind the cautionary statements in this report and the documents incorporated by reference. Except as required by law, we have no obligation and do not undertake to update or revise any such forward-looking statements to reflect events or circumstances after the date of this report.
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PART I. Financial Information

Item 1. Financial Statements

LIFEVANTAGE CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

	
	
	March 31, 2021
	
	June 30, 2020
	

	(In thousands, except per share data)
	
	
	
	
	
	

	ASSETS
	
	
	
	
	
	

	Current assets
	
	
	
	
	
	

	Cash and cash equivalents
	$
	18,955
	
	$
	22,138
	

	Accounts receivable
	
	3,307
	
	
	2,610
	

	Income tax receivable
	
	764
	
	
	—
	

	Inventory, net
	
	14,820
	
	
	13,888
	

	Prepaid expenses and other
	
	5,774
	
	
	5,232
	

	Total current assets
	
	43,620
	
	
	43,868
	

	
	
	
	
	
	
	

	Property and equipment, net
	
	11,428
	
	
	7,170
	

	Right-of-use assets
	
	13,579
	
	
	956
	

	Intangible assets, net
	
	752
	
	
	851
	

	Deferred income tax asset
	
	1,823
	
	
	2,164
	

	Equity securities
	
	2,205
	
	
	2,205
	

	Other long-term assets
	
	1,712
	
	
	1,663
	

	TOTAL ASSETS
	$
	75,119
	
	$
	58,877
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	LIABILITIES AND STOCKHOLDERS’ EQUITY
	
	
	
	
	
	

	Current liabilities
	
	
	
	
	
	

	Accounts payable
	$
	5,161
	
	$
	3,521
	

	Commissions payable
	
	7,929
	
	
	9,219
	

	Income tax payable
	
	358
	
	
	784
	

	Lease liabilities
	
	1,639
	
	
	1,184
	

	Other accrued expenses
	
	7,190
	
	
	10,311
	

	Total current liabilities
	
	22,277
	
	
	25,019
	

	
	
	
	
	
	
	

	Long-term lease liabilities
	
	16,195
	
	
	—
	

	Other long-term liabilities
	
	1,019
	
	
	604
	

	Total liabilities
	
	39,491
	
	
	25,623
	

	Commitments and contingencies - Note 8
	
	
	
	
	
	

	Stockholders’ equity
	
	
	
	
	
	

	Preferred stock — par value $0.0001 per share, 5,000 shares authorized, no shares issued or outstanding
	
	—
	
	—
	

	Common stock — par value $0.0001 per share, 40,000 shares authorized and 13,989 and 14,313 issued and outstanding as of March 31,
	
	1
	
	
	1
	

	2021 and June 30, 2020, respectively
	
	
	
	
	
	

	
	
	
	
	
	
	

	Additional paid-in capital
	
	128,842
	
	
	126,416
	

	Accumulated deficit
	
	(93,320)
	
	
	(93,307)
	

	Accumulated other comprehensive income
	
	105
	
	
	144
	

	Total stockholders’ equity
	
	35,628
	
	
	33,254
	

	TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY
	$
	75,119
	
	$
	58,877
	

	
	
	
	
	
	
	



The accompanying notes are an integral part of these condensed consolidated financial statements.
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LIFEVANTAGE CORPORATION AND SUBSIDIARIES CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (Unaudited)

	
	Three Months Ended March 31,
	
	
	
	Nine Months Ended March 31,
	

	
	2021
	
	
	2020
	
	
	
	2021
	
	
	2020
	

	(In thousands, except per share data)
	
	
	
	
	
	
	
	
	
	
	
	

	Revenue, net
	$
	51,570
	
	$
	56,077
	
	$
	165,405
	
	$
	173,547
	

	Cost of sales
	
	8,818
	
	
	9,095
	
	
	28,404
	
	
	28,515
	

	Gross profit
	
	42,752
	
	
	46,982
	
	
	137,001
	
	
	145,032
	

	Operating expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	Commissions and incentives
	
	25,154
	
	
	26,668
	
	
	77,939
	
	
	82,677
	

	Selling, general and administrative
	
	15,510
	
	
	17,281
	
	
	48,027
	
	
	53,098
	

	Total operating expenses
	
	40,664
	
	
	43,949
	
	
	125,966
	
	
	135,775
	

	Operating income
	
	2,088
	
	
	3,033
	
	
	11,035
	
	
	9,257
	

	Other expense:
	
	
	
	
	
	
	
	
	
	
	
	

	Interest expense, net
	
	(2)
	
	
	(30)
	
	
	(17)
	
	
	(119)
	

	Other expense, net
	
	(255)
	
	
	(337)
	
	
	(263)
	
	
	(565)
	

	Total other expense
	
	(257)
	
	
	(367)
	
	
	(280)
	
	
	(684)
	

	Income before income taxes
	
	1,831
	
	
	2,666
	
	
	10,755
	
	
	8,573
	

	Income tax expense
	
	(107)
	
	
	(1,005)
	
	
	(2,768)
	
	
	(848)
	

	Net income
	$
	1,724
	
	$
	1,661
	
	$
	7,987
	
	$
	7,725
	

	Net income per share:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	$
	0.12
	
	$
	0.12
	
	$
	0.56
	
	$
	0.55
	

	Diluted
	$
	0.12
	
	$
	0.11
	
	$
	0.55
	
	$
	0.53
	

	Weighted-average shares outstanding:
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	
	14,071
	
	
	14,252
	
	
	14,175
	
	
	14,054
	

	Diluted
	
	14,212
	
	
	14,689
	
	
	14,420
	
	
	14,592
	

	Other comprehensive (loss) income, net of tax:
	
	
	
	
	
	
	
	
	
	
	
	

	Foreign currency translation adjustment
	$
	(443)
	
	$
	—
	$
	(39)
	
	$
	(30)
	

	Other comprehensive (loss) income, net of tax
	
	(443)
	
	
	—
	
	
	(39)
	
	
	(30)
	

	Comprehensive income
	$
	1,281
	
	$
	1,661
	
	$
	7,948
	
	$
	7,695
	

	
	
	
	
	
	
	
	
	
	
	
	
	



The accompanying notes are an integral part of these condensed consolidated financial statements.
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LIFEVANTAGE CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY

(Unaudited)

	
	Common Stock
	
	
	
	Additional
	
	
	
	
	Accumulated
	
	
	

	
	
	
	
	
	Paid-In
	
	Accumulated
	
	Other
	
	
	

	
	Shares
	Amount
	
	
	
	Capital
	
	Deficit
	
	Comprehensive Income
	
	Total
	

	(In thousands)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balances, June 30, 2020
	14,313
	
	$
	1
	
	$
	126,416
	
	$
	(93,307)
	
	$
	144
	
	$
	33,254
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation
	—
	
	—
	
	520
	
	
	—
	
	—
	
	520
	

	Exercise of options
	2
	
	
	—
	
	11
	
	
	—
	
	—
	
	11
	

	Common stock issued under equity award plans
	74
	
	
	—
	
	—
	
	—
	
	—
	
	—
	

	Common stock issued under employee stock purchase plan
	23
	
	
	—
	
	246
	
	
	—
	
	—
	
	246
	

	Shares canceled or surrendered as payment of tax
	(38)
	
	
	—
	
	(506)
	
	
	—
	
	—
	
	(506)
	

	withholding and other
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repurchase of company stock
	(136)
	
	
	—
	
	—
	
	(2,000)
	
	
	—
	
	(2,000)
	

	Currency translation adjustment
	—
	
	—
	
	—
	
	—
	
	160
	
	
	160
	

	Net income
	—
	
	—
	
	—
	
	2,451
	
	
	—
	
	2,451
	

	Balances, September 30, 2020
	14,238
	
	$
	1
	
	$
	126,687
	
	$
	(92,856)
	
	$
	304
	
	$
	34,136
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation
	—
	
	—
	
	999
	
	
	—
	
	—
	
	999
	

	Exercise of options
	202
	
	
	—
	
	991
	
	
	—
	
	—
	
	991
	

	Common stock issued under equity award plans
	101
	
	
	—
	
	—
	
	—
	
	—
	
	—
	

	Shares canceled or surrendered as payment of tax
	(25)
	
	
	—
	
	(666)
	
	
	—
	
	—
	
	(666)
	

	withholding and other
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repurchase of company stock
	(365)
	
	
	—
	
	—
	
	(4,000)
	
	
	—
	
	(4,000)
	

	Currency translation adjustment
	—
	
	—
	
	—
	
	—
	
	244
	
	
	244
	

	Net income
	—
	
	—
	
	—
	
	3,812
	
	
	—
	
	3,812
	

	Balances, December 31, 2020
	14,151
	
	$
	1
	
	$
	128,011
	
	$
	(93,044)
	
	$
	548
	
	$
	35,516
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation
	—
	
	—
	
	684
	
	
	—
	
	—
	
	684
	

	Exercise of options
	—
	
	—
	
	2
	
	
	—
	
	—
	
	2
	

	Common stock issued under employee stock purchase plan
	36
	
	
	—
	
	271
	
	
	—
	
	—
	
	271
	

	Common stock issued under equity award plans
	29
	
	
	—
	
	—
	
	—
	
	—
	
	—
	

	Shares canceled or surrendered as payment of tax
	(14)
	
	
	—
	
	(126)
	
	
	—
	
	—
	
	(126)
	

	withholding and other
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repurchase of company stock
	(213)
	
	
	—
	
	—
	
	(2,000)
	
	
	—
	
	(2,000)
	

	Currency translation adjustment
	—
	
	—
	
	—
	
	—
	
	(443)
	
	
	(443)
	

	Net income
	—
	
	—
	
	—
	
	1,724
	
	
	—
	
	1,724
	

	Balances, March 31, 2021
	13,989
	
	$
	1
	
	$
	128,842
	
	$
	(93,320)
	
	$
	105
	
	$
	35,628
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




The accompanying notes are an integral part of these condensed consolidated financial statements.
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LIFEVANTAGE CORPORATION AND SUBSIDIARIES CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY (CONTINUED) (Unaudited)


	
	Common Stock
	
	
	
	Additional
	
	
	
	
	Accumulated
	
	
	

	
	
	
	
	
	Paid-In
	
	Accumulated
	
	Other
	
	
	

	
	Shares
	Amount
	
	
	
	Capital
	
	Deficit
	
	Comprehensive Income
	
	Total
	

	(In thousands)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balances, June 30, 2019
	14,114
	
	$
	1
	
	$
	127,096
	
	$
	(99,960)
	
	$
	62
	
	$
	27,199
	

	Cumulative effect of adoption of accounting principle
	—
	
	—
	
	—
	
	508
	
	
	—
	
	508
	

	Balances, July 1, 2019
	14,114
	
	$
	1
	
	$
	127,096
	
	$
	(99,452)
	
	$
	62
	
	$
	27,707
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation
	—
	
	—
	
	1,276
	
	
	—
	
	—
	
	1,276
	

	Exercise of options
	3
	
	
	—
	
	11
	
	
	—
	
	—
	
	11
	

	Shares canceled or surrendered as payment of tax
	(4)
	
	
	—
	
	(61)
	
	
	—
	
	—
	
	(61)
	

	withholding and other
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repurchase of company stock
	(111)
	
	
	—
	
	—
	
	(1,393)
	
	
	—
	
	(1,393)
	

	Common stock issued under employee stock purchase plan
	32
	
	
	—
	
	339
	
	
	—
	
	—
	
	339
	

	Currency translation adjustment
	—
	
	—
	
	—
	
	—
	
	(16)
	
	
	(16)
	

	Net income
	—
	
	—
	
	—
	
	1,761
	
	
	—
	
	1,761
	

	Balances, September 30, 2019
	14,034
	
	$
	1
	
	$
	128,661
	
	$
	(99,084)
	
	$
	46
	
	$
	29,624
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation
	—
	
	—
	
	1,503
	
	
	—
	
	—
	
	1,503
	

	Exercise of options
	21
	
	
	—
	
	54
	
	
	—
	
	—
	
	54
	

	Common stock issued under equity award plans
	659
	
	
	—
	
	—
	
	—
	
	—
	
	—
	

	Shares canceled or surrendered as payment of tax
	(281)
	
	
	—
	
	(4,360)
	
	
	—
	
	—
	
	(4,360)
	

	withholding and other
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repurchase of company stock
	(140)
	
	
	—
	
	—
	
	(2,012)
	
	
	—
	
	(2,012)
	

	Currency translation adjustment
	—
	
	—
	
	—
	
	—
	
	(14)
	
	
	(14)
	

	Net income
	—
	
	—
	
	—
	
	4,303
	
	
	—
	
	4,303
	

	Balances, December 31, 2019
	14,293
	
	$
	1
	
	$
	125,858
	
	$
	(96,793)
	
	$
	32
	
	$
	29,098
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stock-based compensation
	—
	
	—
	
	1,191
	
	
	—
	
	—
	
	1,191
	

	Exercise of options
	1
	
	
	—
	
	8
	
	
	—
	
	—
	
	8
	

	Common stock issued under employee stock purchase plan
	31
	
	
	—
	
	314
	
	
	—
	
	—
	
	314
	

	Common stock issued under equity award plans
	218
	
	
	—
	
	—
	
	—
	
	—
	
	—
	

	Shares canceled or surrendered as payment of tax
	(112)
	
	
	—
	
	(1,674)
	
	
	—
	
	—
	
	(1,674)
	

	withholding and other
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repurchase of company stock
	(136)
	
	
	—
	
	—
	
	(2,000)
	
	
	—
	
	(2,000)
	

	Net income
	—
	
	—
	
	—
	
	1,661
	
	
	—
	
	1,661
	

	Balances, March 31, 2020
	14,295
	
	$
	1
	
	$
	125,697
	
	$
	(97,132)
	
	$
	32
	
	$
	28,598
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




The accompanying notes are an integral part of these condensed consolidated financial statements.
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LIFEVANTAGE CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

	
	
	Nine Months Ended March 31,
	
	

	
	2021
	
	
	
	2020
	

	(In thousands)
	
	
	
	
	
	

	Cash Flows from Operating Activities:
	
	
	
	
	
	

	Net income
	$
	7,987
	
	$
	7,725
	

	Adjustments to reconcile net income to net cash provided by operating activities:
	
	
	
	
	
	

	Depreciation and amortization
	
	2,643
	
	
	1,953
	

	Stock-based compensation
	
	2,115
	
	
	4,081
	

	Amortization of right-of-use assets
	
	2,216
	
	
	1,731
	

	Amortization of deferred financing fees
	
	—
	
	7
	

	Amortization of debt discount
	
	—
	
	39
	

	Deferred income tax
	
	341
	
	
	1,587
	

	Changes in operating assets and liabilities:
	
	
	
	
	
	

	Accounts receivable
	
	(657)
	
	
	887
	

	Income tax receivable
	
	(762)
	
	
	(1,147)
	

	Inventory, net
	
	(791)
	
	
	(1,151)
	

	Prepaid expenses and other
	
	(518)
	
	
	(992)
	

	Other long-term assets
	
	71
	
	
	(279)
	

	Accounts payable
	
	1,636
	
	
	(1,154)
	

	Income tax payable
	
	(426)
	
	
	(592)
	

	Other accrued expenses
	
	(4,020)
	
	
	(2,008)
	

	Lease liabilities
	
	(1,961)
	
	
	(2,004)
	

	Other long-term liabilities
	
	25
	
	
	294
	

	Net Cash Provided by Operating Activities
	
	7,899
	
	
	8,977
	

	Cash Flows from Investing Activities:
	
	
	
	
	
	

	Purchase of property and equipment
	
	(3,261)
	
	
	(2,107)
	

	Net Cash Used in Investing Activities
	
	(3,261)
	
	
	(2,107)
	

	Cash Flows from Financing Activities:
	
	
	
	
	
	

	Repurchase of company stock
	
	(8,000)
	
	
	(5,405)
	

	Payment on term loan
	
	—
	
	(1,500)
	

	Shares purchased as payment of tax withholding and other
	
	(1,298)
	
	
	(6,096)
	

	Proceeds from common stock issued under employee stock purchase plan
	
	517
	
	
	653
	

	Exercise of options
	
	1,004
	
	
	74
	

	Net Cash Used in Financing Activities
	
	(7,777)
	
	
	(12,274)
	

	Foreign Currency Effect on Cash
	
	(44)
	
	
	44
	

	Decrease in Cash and Cash Equivalents:
	
	(3,183)
	
	
	(5,360)
	

	Cash and Cash Equivalents — beginning of period
	
	22,138
	
	
	18,824
	

	Cash and Cash Equivalents — end of period
	$
	18,955
	
	$
	13,464
	

	Non Cash Investing and Financing Activities:
	
	
	
	
	
	

	
	
	
	
	
	
	

	Increase in property and equipment and lease liabilities from lease incentives
	$
	3,543
	
	$
	—
	

	SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
	
	
	
	
	
	

	Cash paid for interest
	$
	17
	
	$
	43
	

	Cash paid for income taxes
	$
	3,331
	
	$
	1,377
	



The accompanying notes are an integral part of these condensed consolidated financial statements.
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LIFEVANTAGE CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

These unaudited condensed consolidated financial statements and notes should be read in conjunction with the audited financial statements and notes of LifeVantage Corporation (the “Company”) as of and for the year ended June 30, 2020 included in the annual report on Form 10-K filed with the Securities and Exchange Commission (“SEC”) on August 18, 2020.

Note 1 — Organization and Basis of Presentation

LifeVantage Corporation is a company focused on biohacking the aging code through nutrigenomics, the study of how nutrition and naturally occurring compounds affect human genes to support good health. LifeVantage is dedicated to helping people achieve their health, wellness and financial goals. The Company provides quality, scientifically-validated products to customers and independent distributors and a financially rewarding direct sales opportunity to independent distributors. The Company sells its products in the United States, Mexico, Japan, Australia, Hong Kong, Canada, Thailand, the United Kingdom, the Netherlands, Germany, Taiwan, Austria, Spain, Ireland, Belgium, New Zealand and Singapore. In addition, the Company sells its products in a number of countries to customers for personal consumption only and in China through a cross-border e-commerce business model.

The Company engages in the identification, research, development and distribution of advanced nutrigenomic activators, dietary supplements, nootropics, pre- and pro-biotics, weight management, and skin and hair care products. The Company's line of scientifically-validated dietary supplements includes its flagship Protandim® family of products, LifeVantage® Omega+, ProBio and Daily Wellness dietary supplements, TrueScience® skin and hair care products, Petandim® for Dogs, its companion pet supplement formulated to combat oxidative stress in dogs, Axio®, its nootropic energy drink mixes, and its PhysIQ™ smart weight management system.

The condensed consolidated financial statements included herein have been prepared by the Company’s management, without audit, pursuant to the rules and regulations of the SEC. In the opinion of the Company’s management, these interim financial statements include all adjustments that are considered necessary for a fair presentation of its financial position as of March 31, 2021, and the results of operations for the three and nine months ended March 31, 2021 and 2020, and the cash flows for the nine months ended March 31, 2021 and 2020. Interim results are not necessarily indicative of results for a full year or for any future period. Certain amounts in the prior year financial statements have been reclassified for comparative purposes in order to conform with current year presentation.

The condensed consolidated financial statements and notes included herein are presented as required by Form 10-Q, and do not contain certain information included in the Company’s audited financial statements and notes for the fiscal year ended June 30, 2020, pursuant to the rules and regulations of the SEC. For further information, refer to the financial statements and notes thereto as of and for the year ended June 30, 2020, and included in the annual report on Form 10-K on file with the SEC.

Note 2 — Summary of Significant Accounting Policies

Consolidation

The condensed consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries. All significant intercompany accounts and transactions are eliminated in consolidation.

Use of Estimates

The Company prepares the condensed consolidated financial statements and related disclosures in conformity with accounting principles generally accepted in the United States of America (GAAP). In preparing these statements, the Company is required to use estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ materially from those estimates and assumptions. On an ongoing basis, the Company reviews its estimates, including, but not limited to, those related to inventory valuation and obsolescence, sales returns, income taxes and tax valuation reserves, transfer pricing methodology and positions, impairment of assets, share-based compensation, and loss contingencies.

Foreign Currency Translation

A portion of the Company’s business operations occurs outside the United States. The local currency of each of the Company’s subsidiaries is generally its functional currency. All assets and liabilities are translated into U.S. dollars at exchange rates existing at the balance sheet dates, revenue and expenses are translated at weighted-average exchange rates and stockholders’ equity is recorded at historical exchange rates. The resulting foreign currency translation adjustments are recorded
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as a separate component of stockholders’ equity in the condensed consolidated balance sheets and as a component of comprehensive income. Transaction gains and losses are included in other expense, net in the condensed consolidated statements of operations and comprehensive income. For the three months ended March 31, 2021 and 2020, net foreign currency losses of $0.3 million and $0.5 million, respectively, are recorded in other expense, net. For the nine months ended March 31, 2021 and 2020, net foreign currency gains of $0.2 million and losses of $0.5 million, respectively, are recorded in other expense, net.

Derivative Instruments and Hedging Activities

The Company's subsidiaries enter into transactions with each other which may not be denominated in the respective subsidiaries' functional currencies. The Company seeks to reduce its exposure to fluctuations in foreign exchange rates through the use of derivatives. The Company does not use such derivative financial instruments for trading or speculative purposes.

To hedge risks associated with the foreign-currency-denominated intercompany transactions, the Company entered into forward foreign exchange contracts which were all settled by the end of March 2021 and were not designated for hedge accounting. For the three months ended March 31, 2021 and 2020, realized losses of $26,000 and gains of $0.1 million, respectively, related to forward contracts, are recorded in other expense, net. For the nine months ended March 31, 2021 and 2020, realized losses of $0.4 million and $0.2 million, respectively, related to forward contracts, are recorded in other expense, net. The Company did not hold any derivative instruments at March 31, 2021.

Cash and Cash Equivalents

The Company considers only its monetary liquid assets with original maturities of three months or less as cash and cash equivalents.

Concentration of Credit Risk

Accounting guidance for financial instruments requires disclosure of significant concentrations of credit risk regardless of the degree of such risk. Financial instruments with significant credit risk include cash and investments. At March 31, 2021, the Company had $13.8 million in cash accounts at one financial institution and $5.1 million in accounts at other financial institutions. At June 30, 2020, the Company had $17.8 million in cash accounts at one financial institution and $4.3 million in accounts at other financial institutions. As of March 31, 2021 and June 30, 2020, and during the periods then ended, the Company’s cash balances exceeded federally insured limits.

Accounts Receivable

The Company’s accounts receivable as of March 31, 2021 and June 30, 2020 consist primarily of credit card receivables. Based on the Company’s verification process for customer credit cards and historical information available, management has determined that an allowance for doubtful accounts on credit card sales related to its customer sales as of March 31, 2021 is not necessary. No bad debt expense was recorded during the three and nine months ended March 31, 2021 and 2020.

Inventory

As of March 31, 2021 and June 30, 2020, inventory consisted of (in thousands):

	
	
	March 31,
	
	
	
	June 30,
	

	
	
	2021
	
	
	
	2020
	

	Finished goods
	$
	10,898
	
	
	73.5 %
	
	$
	10,164
	
	
	73.2 %

	Raw materials
	
	3,922
	
	
	26.5 %
	
	
	3,724
	
	
	26.8 %

	Total inventory
	$
	14,820
	
	
	100.0 %
	
	$
	13,888
	
	
	100.0 %

	
	
	
	
	
	
	
	
	
	
	
	



Inventories are carried at the lower of cost or net realizable value, using the first-in, first-out method, which includes a reduction in inventory values of $0.4 million and $0.2 million at March 31, 2021 and June 30, 2020, respectively, related to obsolete and slow-moving inventory.

Fair Value of Financial Instruments

The Company accounts for assets and liabilities using a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect the Company's market assumptions. These two types of inputs have created the fair-value hierarchy below. This hierarchy requires the Company to minimize the use of unobservable inputs and to use observable market data, if available, when determining fair value.

· Level 1—Quoted prices for identical instruments in active markets;
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· Level 2—Quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markets that are not active, and model-derived valuations in which all significant inputs and significant value drivers are observable in active markets; and

· Level 3—Valuations derived from valuation techniques in which one or more significant inputs or significant value drivers are unobservable.

Equity securities held by the Company are measured at fair value on a nonrecurring basis; that is, the assets are not measured at fair value on an ongoing basis, but are subject to fair value adjustments using fair value measurements with unobservable inputs (level 3), in certain circumstances (e.g., when there is evidence of impairment).

Revenue Recognition

Revenue is recognized when control of the promised goods or services are transferred to the customer, in an amount that reflects the consideration the Company expects to be entitled to in exchange for those goods or services. Sales, value add, and other taxes the Company collects concurrent with revenue-producing activities are excluded from revenue.

The Company generates the majority of its revenue through product sales to customers. These products include the Protandim® line of dietary supplements, LifeVantage® Omega+, ProBio and Daily Wellness dietary supplements, the TrueScience® line of Nrf2-infused skin and hair care products, Petandim® for Dogs, Axio® Smart Energy Drink mixes, and the PhysIQ™ Smart Weight Management System. The Company ships most of its product directly to the consumer and receives substantially all payment for product sales in the form of credit card receipts. Revenue from direct product sales to customers is recognized upon shipment, which is when passage of title and risk of loss occurs. For items sold in packs and bundles, the Company determines the standalone selling price at contract inception for each distinct good, and then allocates the transaction price on a relative standalone selling price basis. Any discounts are accounted for as a direct reduction to the transaction price. Shipping and handling revenue is recognized upon shipment when the performance obligation is completed.

The Company also charges independent distributors to attend certain events that it holds. Tickets to events are sold as standalone items or included within packs. For event tickets sold in packs, the Company allocates a portion of the transaction price to the ticket on a relative standalone selling price basis. Any discounts are accounted for as a direct reduction to the transaction price. Fee revenue associated with ticket sales is recorded in the month that the event is held, which is when the Company has performed its obligations under the contract.

Estimated returns are recorded when product is shipped. Subject to some exceptions based on local regulations, the Company’s return policy is to provide a full refund for product returned within 30 days. After 30 days of purchase, only unopened product that is in a resalable and restockable condition may be returned within twelve months of purchase and shall receive a 100% refund, less a 10% handling and restocking fee and any shipping and handling costs. The Company establishes a refund liability reserve, and an asset reserve for its right to recover products, based on historical experience. The returns asset reserve and returns liability reserve are evaluated on a quarterly basis. As of March 31, 2021 and June 30, 2020, the returns liability reserve, net was $0.2 million and $0.3 million, respectively.

Shipping and Handling

Shipping and handling costs associated with inbound freight and freight out to customers and independent distributors are included in cost of sales. Shipping and handling fees charged to customers and independent distributors are included in revenue.

Research and Development Costs

The Company expenses all costs related to research and development activities, as incurred. Research and development expenses for the three months ended March 31, 2021 and 2020 were $0.2 million and $0.2 million, respectively. Research and development expenses for the nine months ended March 31, 2021 and 2020 were $0.6 million and $0.8 million, respectively.

Leases

The Company accounts for leases in accordance with Accounting Standards Codification ("ASC") 842. The Company reviews all contracts and determines if the arrangement is or contains a lease, at inception. Operating leases are included in right-of-use (“ROU”) assets, current lease liabilities and long-term lease liabilities on the condensed consolidated balance sheets. The Company does not have any finance leases.

Operating lease ROU assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities represent the Company’s obligation to make lease payments arising from the lease. ROU assets and lease liabilities are recognized at the lease commencement date based on the estimated present value of lease payments over the lease term. The Company uses its estimated incremental borrowing rate based on the information available at commencement date in
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determining the present value of future payments. The operating lease ROU asset also includes any upfront lease payments made and excludes lease incentives and initial direct costs incurred. The Company’s lease terms may include options to extend or terminate the lease when it is reasonably certain that the Company will exercise that option. Lease expense for minimum lease payments is recognized on a straight-line basis over the lease term. Leases with a term of 12 months or less are not recorded on the balance sheet. The Company’s lease agreements do not contain any residual value guarantees.

The pandemic caused by coronavirus (“COVID-19”) has resulted in disruptions which have forced the Company's corporate workforce to a remote working environment. As of September 1, 2020, the Company abandoned the ROU asset related to the Corporate office lease in Sandy, Utah, as this lease terminated in February 2021. A new Corporate office was opened in Lehi, Utah in January 2021.

As a result of the abandonment of the Sandy, Utah office, operating lease expenses related to the ROU asset, along with the remaining leasehold assets in the office, have been reduced to their salvage values, which the Company has determined to be zero. The total expense related to the abandonment of the ROU asset for the nine months ended March 31, 2021 is $0.8 million and is included in selling, general, and administrative expenses. There is no remaining lease liability for the Sandy, Utah office at March 31, 2021.

Stock-Based Compensation

The Company recognizes stock-based compensation by measuring the cost of services to be rendered based on the grant date fair value of the equity award. The Company recognizes stock-based compensation, net of any estimated forfeitures, over the period an employee is required to provide service in exchange for the award, generally referred to as the requisite service period. For awards with market-based performance conditions, the cost of the awards is recognized as the requisite service is rendered by employees, regardless of when, if ever, the market-based performance conditions are satisfied.

The Black-Scholes option pricing model is used to estimate the fair value of stock options and options under the Company's 2019 Employee Stock Purchase Plan. The determination of the fair value of options is affected by the Company's stock price and a number of assumptions, including expected volatility, expected life, risk-free interest rate and expected dividends. The Company uses historical data for estimating the expected volatility and expected life of stock options required in the Black-Scholes model. The risk-free interest rate assumption is based on observed interest rates appropriate for the expected terms of the stock options.

The fair value of restricted stock grants is based on the closing market price of the Company's stock on the date of grant less the Company's expected dividend yield. The fair value of performance restricted stock units that include market-based performance conditions is based on the closing market price of the Company's stock on the date of grant less the Company's expected dividend yield, with further adjustments made to reflect the market conditions that must be satisfied in order for the units to vest by using a Monte-Carlo simulation model. Key assumptions for the Monte-Carlo simulation model include the risk-free rate, expected volatility, expected dividends and the correlation coefficient. The fair value of cash-settled performance-based awards, accounted for as liabilities, is remeasured at the end of each reporting period and is based on the closing market price of the Company’s stock on the last day of the reporting period. The Company recognizes compensation costs for awards with performance conditions when it concludes it is probable that the performance conditions will be achieved. The Company reassesses the probability of vesting at each balance sheet date and adjusts compensation costs accordingly.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit carry-forwards. Deferred tax assets and liabilities are measured using statutory tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled, updated as needed for changes in corporate tax rates. The effect on deferred tax assets and liabilities from a change in tax rates is recognized in income in the period that includes the effective date of the change. The Company recognizes tax liabilities or benefits from an uncertain position only if it is more likely than not that the position will be sustained upon examination by taxing authorities based on the technical merits of the issue. The amount recognized would be the largest liability or benefit that the Company believes has greater than a 50% likelihood of being realized upon settlement.

For the nine months ended March 31, 2021 and 2020, the Company recognized income tax expense of $2.8 million and $0.8 million, respectively, which is reflective of the Company’s current estimated federal, state and foreign effective tax rate. Realization of deferred tax assets is dependent upon future earnings in specific tax jurisdictions, the timing and amount of which are uncertain.
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Income Per Share

Basic income per common share is computed by dividing the net income by the weighted-average number of common shares outstanding during the period, less unvested restricted stock awards. Diluted income per common share is computed by dividing net income by the weighted-average common shares and potentially dilutive common share equivalents using the treasury stock method.

For the three months ended March 31, 2021 and 2020, the effects of approximately 50,000 and 9,000 common shares, respectively, issuable upon exercise of options and non-vested shares of restricted stock are not included in computations as their effect was anti-dilutive. For the nine months ended March 31, 2021 and 2020, the effects of approximately 0.1 million and 0.1 million common shares, respectively, issuable upon exercise of options and non-vested shares of restricted stock are not included in computations as their effect was anti-dilutive.

The following is a reconciliation of net income per share and the weighted-average common shares outstanding for purposes of computing basic and diluted net income per share (in thousands, except per share amounts):

	
	Three Months Ended March 31,
	
	
	
	Nine Months Ended March 31,
	

	
	2021
	
	
	2020
	
	
	
	2021
	
	
	2020
	

	Numerator:
	
	
	
	
	
	
	
	
	
	
	
	

	Net income
	$
	1,724
	
	$
	1,661
	
	$
	7,987
	
	$
	7,725
	

	Denominator:
	
	
	
	
	
	
	
	
	
	
	
	

	Basic weighted-average common shares outstanding
	
	14,071
	
	
	14,252
	
	
	14,175
	
	
	14,054
	

	Effect of dilutive securities:
	
	
	
	
	
	
	
	
	
	
	
	

	Stock awards and options
	
	141
	
	
	437
	
	
	245
	
	
	538
	

	Diluted weighted-average common shares outstanding
	
	14,212
	
	
	14,689
	
	
	14,420
	
	
	14,592
	

	Net income per share, basic
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	0.12
	
	$
	0.12
	
	$
	0.56
	
	$
	0.55
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net income per share, diluted
	$
	0.12
	
	$
	0.11
	
	$
	0.55
	
	$
	0.53
	

	
	
	
	
	
	
	
	
	
	
	
	
	



Segment Information

The Company operates in a single operating segment by selling products directly to customers and through an international network of independent distributors that operates in an integrated manner from market to market. Commissions and incentives expenses are the Company’s largest expense comprised of the commissions paid to its independent distributors. The Company manages its business primarily by managing its international network of independent distributors. The Company disaggregates revenue in two geographic regions: the Americas region and the Asia/Pacific & Europe region.

The following table presents the Company's revenue disaggregated by these two geographic regions (in thousands):

	
	
	
	Three Months Ended March 31,
	
	
	Nine Months Ended March 31,

	
	
	
	2021
	
	
	2020
	
	
	
	2021
	
	
	
	
	2020

	
	Americas
	$
	36,421
	
	$
	40,181
	
	$
	116,979
	
	$
	124,646

	
	Asia/Pacific & Europe
	
	15,149
	
	
	15,896
	
	
	48,426
	
	
	48,901

	
	Total revenue
	$
	51,570
	
	$
	56,077
	
	$
	165,405
	
	$
	173,547

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Additional information as to the Company’s revenue from operations in the most significant geographical areas is set forth below (in thousands):
	
	
	
	
	
	

	
	
	
	Three Months Ended March 31,
	
	
	Nine Months Ended March 31,

	
	
	
	2021
	
	
	2020
	
	
	
	2021
	
	
	
	
	2020

	
	United States
	$
	34,068
	
	$
	37,720
	
	$
	109,593
	
	$
	116,421

	
	Japan
	$
	9,622
	
	$
	9,986
	$
	31,172
	
	$
	31,541

	
	The following table presents the Company's long-lived assets for its most significant geographic markets (in thousands):
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	March 31,
	
	
	
	
	
	June 30,

	
	
	
	
	
	
	
	
	2021
	
	
	
	
	
	2020

	
	United States
	
	
	
	
	
	$
	
	
	23,427
	
	$
	
	
	10,126

	
	Japan
	
	
	
	
	$
	
	
	3,597
	
	$
	
	
	1,070

	
	
	
	14
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Effect of New Accounting Pronouncement

In February 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2016-02, Leases (Topic 842), which requires all lessees to recognize both a right-of-use asset and lease liability on its consolidated balance sheet, representing the obligation to make payments and the right to use or control the use of a specified asset for the lease term. The Company adopted Topic 842 on July 1, 2019, using the modified retrospective transition method. The Company elected the practical expedients available under the provisions of the new standard, including: not reassessing whether expired or existing contracts are or contain leases; not reassessing the classification of expired or existing leases; not reassessing the initial direct cost for any existing leases; and using hindsight in determining the lease term. Upon adoption, a one-time beginning balance adjustment of $0.5 million was recognized in the condensed consolidated statement of stockholders’ equity due to an update to the expected term of an operating lease which is presented as an adjustment to the July 1, 2019 accumulated deficit.

Note 3 — Gig Economy Group Investment

Convertible Note Receivable

The Company entered into a convertible promissory note agreement with Gig Economy Group, Inc. ("GEG") pursuant to which the Company agreed to loan to GEG up to an aggregate of

$2.0 million in a series of loan installments, evidenced by a convertible promissory note having a maturity date of May 31, 2019 ("Convertible Note"). The Convertible Note accrued interest at a rate of 8% per annum, compounded annually. On May 17, 2019, the Company and GEG entered into an amendment agreement to extend the maturity date of the Convertible Note to December 31, 2019. In all other aspects, the Convertible Note remained unchanged from the original agreement. Pursuant to a Common Stock Purchase Agreement between the Company and GEG dated December 16, 2019, GEG issued to the Company 1,000,000 shares of GEG’s common stock in consideration for conversion and cancellation of all principal, interest and other amounts due under the Convertible Note (representing $2.2 million in aggregate consideration).

Equity Securities under ASC 321

Upon conversion of the convertible promissory note receivable with GEG, the Company held a minority interest (less than 20%) in GEG, accounted for under ASC 321, Investments - Equity Securities ("ASC 321"), which is included in equity securities in the condensed consolidated balance sheets. Dividends received are reported in earnings if and when received. The Company reviews securities individually for impairment by evaluating if events or circumstances have occurred that may indicate the fair value of the investment is less than its carrying value. If such events or circumstances have occurred, the Company estimates the fair value of the investment and recognizes an impairment loss in other expense, net on the condensed consolidated statements of operations and comprehensive income equal to the difference between the fair value of the investment and its carrying value. In such cases, the estimated fair value of the investment is determined using unobservable inputs including assumptions by GEG's management and quantitative information such as lower valuations in recently completed or proposed financings. These inputs are classified as Level 3. Because GEG is in the early startup stage, GEG is subject to potential changes in cash flows and valuation, and may be unable to raise additional capital necessary to support its ongoing operations.

Equity securities held by the Company lack readily determinable fair values and therefore the securities are measured at cost minus impairment, if any, plus or minus changes resulting from observable price changes in orderly transactions for the identical or similar equity securities of the same issuer. The carrying amount of equity securities held by the Company without readily determinable fair values was $2.2 million at March 31, 2021. During the three and nine months ended March 31, 2021, there were no price changes or impairments recognized.

Note 4 — Leases

The Company has operating leases for current corporate offices and certain equipment. These leases have remaining terms of approximately one to eleven years. As of March 31, 2021, the weighted average remaining lease term and weighted average discount rate for operating leases was 9.09 years and 3.35%, respectively.

For the three months ended March 31, 2021 and 2020, operating lease expense was $0.8 million and $0.7 million, respectively. For the nine months ended March 31, 2021 and 2020, operating lease expense was $2.8 million and $2.0 million, respectively.

Supplemental cash flow information related to operating leases was as follows (in thousands):
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	Three Months Ended March 31,
	
	
	
	Nine Months Ended March 31,

	
	2021
	
	
	2020
	
	
	
	2021
	
	
	
	
	2020

	Operating cash outflows from operating leases
	$
	645
	
	$
	716
	
	$
	2,037
	
	$
	2,156

	Right-of-use assets obtained in exchange for lease obligations
	$
	317
	
	$
	—
	$
	15,013
	
	$
	—

	Maturity of lease liabilities at March 31, 2021 are as follows (in thousands):
	
	
	
	
	
	
	
	
	
	
	
	
	

	Year ended June 30,
	
	
	
	
	
	
	
	
	
	
	
	
	Amount

	2021 (remaining three months ending June 30, 2021)
	
	
	
	
	
	
	
	
	
	$
	
	
	496

	2022
	
	
	
	
	
	
	
	
	
	
	
	
	2,454

	2023
	
	
	
	
	
	
	
	
	
	
	
	
	3,068

	2024
	
	
	
	
	
	
	
	
	
	
	
	
	1,785

	2025
	
	
	
	
	
	
	
	
	
	
	
	
	1,606

	Thereafter
	
	
	
	
	
	
	
	
	
	
	
	
	11,456

	Total
	
	
	
	
	
	
	
	
	
	
	
	
	20,865

	Less: imputed interest
	
	
	
	
	
	
	
	
	
	
	
	
	(3,031)

	Present value of lease liabilities
	
	
	
	
	
	
	
	
	
	$
	
	
	17,834

	
	
	
	
	
	
	
	
	
	
	
	
	
	



Note 5 — Long-Term Debt

On March 30, 2016, the Company entered into a loan agreement (the “2016 Loan Agreement”) to refinance its outstanding debt. In connection with the 2016 Loan Agreement and on the same date, the Company entered into a security agreement (the “Security Agreement”). The 2016 Loan Agreement provides for a term loan in an aggregate principal amount of $10.0 million (the “2016 Term Loan") and a revolving loan facility in an aggregate principal amount not to exceed $2.0 million (the “2016 Revolving Loan,” and collectively with the 2016 Term Loan, the 2016 Loan Agreement and the Security Agreement, the “2016 Credit Facility”).

The principal amount of the 2016 Term Loan is payable in consecutive quarterly installments in the amount of $0.5 million plus accrued interest beginning with the fiscal quarter ended June 30, 2016. If the Company borrows under the 2016 Revolving Loan, interest will be payable quarterly in arrears on the last day of each fiscal quarter.

On May 4, 2018, the Company entered into a loan modification agreement, which amended the 2016 Credit Facility (“Amendment No. 1”). Amendment No. 1 revised the maturity date from March 30, 2019 to March 31, 2021 and increased the fixed interest rate for the term loan from 4.93% to 5.68%. Amendment No. 1 also revised certain financial covenants. The minimum fixed charge coverage ratio (as defined in Amendment No. 1) was revised from a minimum of 1.50 to 1.00 to 1.25 to 1.00, measured on a trailing twelve-month basis, at the end of each fiscal quarter. The minimum working capital was increased from $5.0 million to $8.0 million. The funded debt to EBITDA ratio was replaced with the total liabilities to tangible net worth ratio (as defined in Amendment No. 1) of not greater than 3.00 to 1.00 at the end of each quarter. The minimum tangible net worth measure was removed from the financial covenants.

The Company’s obligations under the 2016 Credit Facility, as amended, are secured by a security interest in substantially all of the Company’s assets. Loans outstanding under the 2016 Credit Facility, as amended, may be prepaid in whole or in part at any time without premium or penalty. In addition, if, at any time, the aggregate principal amount outstanding under the 2016 Revolving Loan exceeds $2.0 million, the Company must prepay an amount equal to such excess. Any principal amount of the 2016 Term Loan which is prepaid or repaid may not be re-borrowed.

On February 1, 2019, the Company entered into a loan modification agreement, which amended the 2016 Credit Facility, as amended ("Amendment No. 2"). Under Amendment No. 2, the Company made a principal payment of $2.0 million and increased the revolving loan facility from $2.0 million to $5.0 million. Amendment No. 2 also revised certain financial covenants. The minimum fixed charge coverage ratio (as defined in Amendment No. 2) was revised from a minimum of 1.25 to 1.00 to 1.10 to 1.00, measured on a trailing twelve-month basis, at the end of each fiscal quarter. The minimum working capital was decreased from $8.0 million to $6.0 million.

On April 1, 2021, the Company entered into a loan modification agreement ("Amendment No. 3"), which amended the
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2016 Credit Facility, as previously amended. Amendment No. 3 revised the maturity date from March 31, 2021 to March 31, 2024 and modified the variable interest rate based on the one-month United States Treasury Rate, plus a margin of 3.00%, with an interest rate floor of 4.00%. Amendment No. 3 also revised the debt (total liabilities) to tangible net worth ratio (as defined in Amendment No. 3) covenant to require that the Company maintain this ratio not in excess of 2.00 to 1.00, measured as of the end of each fiscal quarter, and revised the definition and calculation of the minimum fixed charge coverage ratio (as defined in Amendment No. 3). There were no other changes to the covenants or revolving loan facility as set forth in Amendment No. 2.

The 2016 Credit Facility, as amended, contains customary covenants, including affirmative and negative covenants that, among other things, restrict the Company’s ability to create certain types of liens, incur additional indebtedness, declare or pay dividends on or redeem capital stock, make other payments to holders of equity interests in the Company, make certain investments, purchase or otherwise acquire all or substantially all the assets or equity interests of other companies, sell assets or enter into consolidations, mergers or transfers of all or any substantial part of the Company’s assets. The 2016 Credit Facility, as amended, also contains various financial covenants that require the Company to maintain certain consolidated working capital amounts, total liabilities to tangible net worth ratios and fixed charge coverage ratios. Additionally, the 2016 Credit Facility, as amended, contains cross-default provisions, whereby a default under the terms of certain indebtedness or an uncured default of a payment or other material obligation of the Company under a material contract of the Company will cause a default on the remaining indebtedness under the 2016 Credit Facility, as amended. As of March 31, 2021, the Company was in compliance with all applicable covenants under the 2016 Credit Facility, as amended.

The Company’s book value for the 2016 Credit Facility, as amended, approximates the fair value. During the fiscal year ended June 30, 2020, the Company repaid, in full, the remaining balance of the 2016 Term Loan in accordance with the terms of the 2016 Credit Facility, as amended.

Note 6 — Stockholders’ Equity

During the three and nine months ended March 31, 2021, the Company issued 500 shares and 0.2 million shares, respectively, of common stock upon the exercise of options. During the three and nine months ended March 31, 2021, approximately 14,000 and 0.1 million shares, respectively, of restricted stock were canceled or surrendered as payment of tax withholding upon vesting.

On November 27, 2017, the Company announced a share repurchase program authorizing it to repurchase up to $5 million in shares of the Company's common stock. The repurchase program permits the Company to purchase shares through a variety of methods, including in the open market, through privately negotiated transactions or other means as determined by the Company's management. As part of the repurchase program, the Company has entered into a pre-arranged stock repurchase plan which operates in accordance with guidelines specified under Rule 10b5-1 of the Securities Exchange Act of 1934, as amended. Accordingly, any transactions under such stock repurchase plan will be completed in accordance with the terms of the plan, including specified price, volume and timing conditions. The authorization may be suspended or discontinued at any time. On February 1, 2019, the Board of Directors approved an amendment to the share repurchase program to increase the authorized share repurchase amount from $5 million to $15 million and, on August 27, 2020, the Board of Directors approved an amendment to the share repurchase program to increase the authorized share repurchase amount from $15 million to $35 million and to extend the duration of the program through November 30, 2023. During the nine months ended March 31, 2021, the Company purchased 0.7 million shares of common stock at an aggregate price of $8.0 million under this repurchase program. At March 31, 2021, there is $15.4 million remaining under this repurchase program.

The Company’s Certificate of Incorporation authorizes the issuance of preferred shares. However, as of March 31, 2021, none have been issued and no rights or preferences have been assigned to the preferred shares by the Company’s board of directors.

Note 7 — Stock-Based Compensation

Long-Term Incentive Plans

Equity-Settled Plans

The Company adopted, and the stockholders approved, the 2007 Long-Term Incentive Plan (the “2007 Plan”), effective November 21, 2006, to provide incentives to eligible employees,

directors and consultants. A maximum of 1.4 million shares of the Company's common stock can be issued under the 2007 Plan in connection with the grant of awards. Awards to purchase common

stock have been granted pursuant to the 2007 Plan and are outstanding to various employees, officers, directors, Scientific Advisory Board members and independent distributors at prices between

$8.96 and $10.50 per share, with initial vesting periods of one to three years. Awards expire in accordance with the terms of each award and the shares subject to the award are added back to the 2007

Plan upon expiration of the award. The contractual term of stock options granted is generally ten years. Effective November 21, 2016, no new awards can be granted under the 2007 Plan. As of

March 31, 2021, under the
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2007 Plan, there were stock option awards outstanding, net of awards expired, for an aggregate of approximately 13,000 shares of the Company's common stock.

The Company adopted, and the stockholders approved, the 2010 Long-Term Incentive Plan (the “2010 Plan”), effective September 27, 2010, as amended on August 21, 2014, to provide incentives to certain employees, directors and consultants. A maximum of 1.0 million shares of the Company's common stock can be issued under the 2010 Plan in connection with the grant of awards. Awards to purchase common stock have been granted pursuant to the 2010 Plan and are outstanding to various employees, officers and directors. Outstanding stock options awarded under the 2010 Plan have exercise prices between $9.31 and $20.09 per share, and vest over one to four year vesting periods. Awards expire in accordance with the terms of each award and, upon expiration of the award, the shares subject to the award will be added to the 2017 Plan pool as described below. The contractual term of stock options granted is generally ten years. No new awards will be granted under the 2010 Plan and forfeited or terminated shares may be added to the 2017 Plan pool as described below. As of March 31, 2021, under the 2010 Plan, there were stock option awards outstanding, net of awards expired, for an aggregate of approximately 27,000 shares of the Company's common stock.

The Company adopted, and the stockholders approved, the 2017 Long-Term Incentive Plan (the “2017 Plan”), effective February 16, 2017, to provide incentives to eligible employees, directors and consultants. On February 2, 2018, November 15, 2018, and November 12, 2020, the stockholders approved amendments to the 2017 Plan to increase by 425,000 shares, 715,000 shares and 650,000 shares, respectively, the number of shares of the Company's common stock that are available for issuance under the 2017 Plan. As of March 31, 2021, a maximum of 2.9 million shares of the Company's common stock can be issued under the 2017 Plan in connection with the grant of awards which is calculated as the sum of (i) 2,440,000 shares and (ii) up to 475,000 shares previously reserved for issuance under the 2010 Plan, including shares returned upon cancellation, termination or forfeiture of awards that were previously granted under that plan. Outstanding stock options awarded under the 2017 Plan have exercise prices of $4.44 per share, and vest over a three year vesting period. Awards expire in accordance with the terms of each award and, upon expiration of the award, the shares subject to the award are added back to the 2017 Plan. The contractual term of stock options granted are substantially the same as described above for the 2007 Plan and 2010 Plan. As of March 31, 2021, under the 2017 Plan, there were stock option awards outstanding, net of awards expired, for an aggregate of 0.2 million shares of the Company's common stock.

Cash-Settled Plans

The Company adopted a performance incentive plan effective July 1, 2017 (the "Fiscal 2018 Performance Plan"). The Fiscal 2018 Performance Plan is intended to provide selected employees an opportunity to earn performance-based cash bonuses whose value is based upon the Company’s stock value and to encourage such employees to provide services to the Company and to attract new individuals with outstanding qualifications. The Fiscal 2018 Performance Plan seeks to achieve this purpose by providing for awards in the form of performance share units (the “Units”). No shares will be issued under the Fiscal 2018 Performance Plan. Awards may be settled only with cash and will be paid subsequent to award vesting. The fair value of share-based compensation awards, that include performance shares, are accounted for as liabilities. Vesting for the Units is subject to achievement of both service-based and performance-based vesting requirements. Performance-based vesting occurs in three installments if the Company meets certain performance criteria generally set for each year of a three-year performance period. The service-based vesting criteria occurs in a single installment at the end of the third fiscal year after the awards are granted if the participant has continuously remained in service from the date of award through the end of the third fiscal year. The fair value of these awards is based on the trading price of the Company's common stock and is remeasured at each reporting period date until settlement.

Employee Stock Purchase Plan

General. The Company's 2019 Employee Stock Purchase Plan ("ESPP") was adopted by the board of directors in September 2018 and its stockholders approved it in November 2018. The ESPP is intended to qualify under Section 423 of the Internal Revenue Code.

Share Reserve. The Company has reserved 0.4 million shares of its common stock for issuance under the ESPP. As of March 31, 2021, 0.3 million shares were available for issuance. The number of shares reserved under the ESPP will automatically be adjusted in the event of a stock split, stock dividend or a reverse stock split (including an adjustment to the per-purchase period share limit).

Purchase Price. Employees may purchase each share of common stock under the ESPP at a price equal to 85% of the lower of the fair market values of the stock as of the beginning or the end of the six-month offering periods. An employee's contributions to the ESPP are limited to 15% of their regular hourly or salary compensation, and up to a maximum of 3,000 shares may be purchased during any offering period. A participant shall not be granted an option under the ESPP if such option
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would permit the participant's rights to purchase stock to accrue at a rate exceeding $25,000 grant date fair market value of stock for each calendar year in which such option is outstanding at any time.

Offering Periods. Unless otherwise determined by the compensation committee, the ESPP will be operated through a series of successive six-month offering periods, which will begin each year on March 1 and September 1.

During the three and nine months ended March 31, 2021, approximately 36,000 shares and 0.1 million shares of common stock were issued under the ESPP, respectively. During the three and nine months ended March 31, 2020, approximately 31,000 shares and 0.1 million shares of common stock were issued under the ESPP, respectively.

Stock-Based Compensation

In accordance with accounting guidance for stock-based compensation, payments in equity instruments for goods or services are accounted for by the fair value method. For the three and nine months ended March 31, 2021, stock-based compensation of $0.7 million and $2.2 million, respectively, was reflected as an increase to additional paid-in capital and a decrease of $17,000 and $0.1 million, respectively, was included in other accrued expenses, all of which was employee related. For the three and nine months ended March 31, 2020, stock-based compensation of $1.2 million and $4.0 million, respectively, was reflected as an increase to additional paid-in capital and a decrease of $27,000 and an increase $0.1 million, respectively, was included in other accrued expenses, all of which was employee related.

Note 8 — Commitments and Contingencies

Contingencies

The Company accounts for contingent liabilities in accordance with ASC 450, Contingencies. This guidance requires management to assess potential contingent liabilities that may exist as of the date of the financial statements to determine the probability and amount of loss that may have occurred, which inherently involves an exercise of judgment. If the assessment of a contingency indicates that it is probable that a material loss has been incurred and the amount of the liability can be estimated, then the estimated liability would be accrued in the Company’s financial statements. If the assessment indicates that a potential material loss contingency is not probable but is reasonably possible, or is probable but cannot be estimated, then the nature of the contingent liability, and an estimate of the range of possible losses, if determinable and material, would be disclosed. For loss contingencies considered remote, no accrual or disclosures are generally made. Management has assessed potential contingent liabilities as of March 31, 2021, and based on the assessment, there are no probable loss contingencies requiring accrual or disclosures within its financial statements.

Legal Accruals

In addition to commitments and obligations in the ordinary course of business, from time to time, the Company is subject to various claims, pending and potential legal actions, investigations relating to governmental laws and regulations and other matters arising out of the normal conduct of its business. Management assesses contingencies to determine the degree of probability and range of possible loss for potential accrual in the consolidated financial statements. An estimated loss contingency is accrued in the consolidated financial statements if it is probable that a liability has been incurred and the amount of the loss can be reasonably estimated. Because evaluating legal claims and litigation results are inherently unpredictable and unfavorable results could occur, assessing contingencies is highly subjective and requires judgments about future events. When evaluating contingencies, management may be unable to provide a meaningful estimate due to a number of factors, including the procedural status of the matter in question, the presence of complex or novel legal theories, and/or the ongoing discovery and development of information important to the matters. In addition, damage amounts claimed or asserted against the Company may be unsupported, exaggerated or unrelated to possible outcomes, and as such are not meaningful indicators of a potential liability. Management regularly reviews contingencies to determine the adequacy of financial statement accruals and related disclosures. The amount of ultimate loss may differ from these estimates. It is possible that cash flows or results of operations could be materially affected in any particular period by the unfavorable publicity or resolution of one or more of these contingencies. Whether any losses finally determined in any claim, action, investigation or proceeding or publicity related to such could reasonably have a material effect on the Company's business, financial condition, results of operations or cash flows will depend on a number of variables, including: the timing and amount of such losses; the structure and type of any remedies; the significance of the impact of any such losses, damages or remedies may have on the consolidated financial statements; and the unique facts and circumstances of the particular matter that may give rise to additional factors.

Class Action Lawsuit (Smith v. LifeVantage Corp.): On January 24, 2018, a purported class action was filed in the United States District Court for the District of Connecticut, entitled Smith v. LifeVantage Corp., Case No. 3:18-cv-a35 (D. Connecticut filed Jan. 24, 2018). In this action, Plaintiffs alleged that the Company, its Chief Executive Officer, Chief Sales Officer and Chief Marketing Officer operated a pyramid scheme in violation of a variety of federal and state statutes, including RICO and the Connecticut Unfair Trade Practices Act. On April 16, 2018, the Company filed motions with the court to dismiss
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the complaint against LifeVantage, dismiss the complaint against the Company's executives, transfer the venue of the case from the State of Connecticut to the State of Utah, and contest class certification. On July 23, 2018, the parties filed a stipulation with the Court agreeing to transfer the case to the Federal District Court for Utah. On September 20, 2018, Plaintiffs filed an amended complaint in Utah. As per the parties stipulated agreement, Plaintiffs' amended complaint dropped the RICO and Connecticut state law claims and removed the Company's Chief Sales Officer and Chief Marketing Officer as individual defendants (the former Chief Executive Officer remains a defendant in the case). The Plaintiffs' amended complaint added an antitrust claim, alleging that the Company fraudulently obtained patents for its products and is attempting to use those patents in an anti-competitive manner. The Company filed a Motion to Dismiss the amended complaint on November 5, 2018, Plaintiffs filed a response to the Company’s Motion to Dismiss on December 17, 2018, and the Company filed a reply brief on January 10, 2019. The Court ruled on the motion on December 5, 2019, dismissing three of the Plaintiff's four claims, including the antitrust claim, unjust enrichment claim, and the securities claim for the sale of unregistered securities. On December 19, 2019, Plaintiffs filed a second amended complaint which included three causes of action, including a 10(b)(5) securities fraud claim, and renewed claims relating to the sale of unregistered securities and unjust enrichment. LifeVantage filed a Motion to Dismiss the Second Amended Complaint on January 28, 2020, and with the Motion fully briefed by the parties as of March 17, 2020, the Court decided the matter on the parties’ briefs only on November 25, 2020. In its decision, the Court dismissed with prejudice the Plaintiffs’ Section 12(1) claim (sale of an unregistered security), because the Court concluded the claim is time barred. The Court also dismissed the Plaintiffs’ claim for unjust enrichment against LifeVantage without prejudice, and the Plaintiffs did not amend their complaint following the Court’s order to re-plead unjust enrichment. The court found that the Plaintiffs had sufficiently pled their claim under Section 12(2) (offer to sell a security that misstates or omits a material fact by means of a prospectus or oral communication). LifeVantage filed its Answer to the Second Amended Complaint on December 23, 2020, responding to the Plaintiffs’ remaining securities claims. On February 2, 2021, the Court issued an amended scheduling order that reflects the parties’ agreement on a schedule for discovery and other litigation matters. Initial discovery has begun and will continue per the amended scheduling order. The Company has not established a loss contingency accrual for this lawsuit as it believes liability is not probable or estimable, and the Company plans to vigorously defend against this lawsuit. Nonetheless, an unfavorable resolution of this matter could have a material adverse effect on the Company's business, results of operations or financial condition.

Other Matters. In addition to the matters described above, the Company also may become involved in other litigation and regulatory matters incidental to its business and the matters disclosed in this quarterly report on Form 10-Q, including, but not limited to, product liability claims, regulatory actions, employment matters and commercial disputes. The Company intends to defend itself in any such matters and does not currently believe that the outcome of any such matters will have a material adverse effect on the Company's business, financial condition, results of operations and cash flows.

Note 9 — Related Party Transactions

The Company has entered into a series of agreements with GEG for outsourced software application development services. The Company and GEG have also entered into a common stock purchase agreement. For discussion related to the common stock purchase agreement, see Note 3. Two members of the Company's board of directors serve on the GEG board of directors. During the nine months ended March 31, 2020, the Company paid $1.2 million to GEG for software application development services. No payments were made to GEG for software and application development service during the nine months ended March 31, 2021.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations Overview
We are a company focused on biohacking the aging code through nutrigenomics, the study of how nutrition and naturally occurring compounds affect human genes to support good health. We are dedicated to helping people achieve their health, wellness and financial goals. We provide quality, scientifically-validated products and a financially rewarding direct sales opportunity to customers and independent distributors. We engage in the identification, research, development and distribution of advanced nutrigenomic activators, dietary supplements, nootropics, pre- and pro-biotics, weight management, and skin and hair care products. We currently sell our products to customers and independent distributors in two geographic regions that we have classified as the Americas region and the Asia/Pacific & Europe region.

The success and growth of our business is primarily based on the effectiveness of our independent distributors to attract and retain customers in order to sell our products and our ability to attract and retain independent distributors. When we are successful in attracting and retaining independent distributors and customers, it is largely because of:

· Our products, including Protandim®, our line of scientifically-validated dietary supplements, LifeVantage® Omega+, ProBio and Daily Wellness dietary supplements, TrueScience®, our line of skin and hair care products, Petandim® for
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Dogs, our companion pet supplement formulated to combat oxidative stress in dogs, Axio®, our nootropic energy drink mixes, and PhysIQ™, our smart weight management system;

· Our compensation plan and other sales initiatives; and

· Our delivery of superior customer service.

As a result, it is vital to our success that we leverage our product development resources to develop and introduce compelling and innovative products and provide opportunities for our independent distributors to sell these products in a variety of markets. We sell our products in the United States, Mexico, Japan, Australia, Hong Kong, Canada, Thailand, the United Kingdom, the Netherlands, Germany, Taiwan, Austria, Spain, Ireland, Belgium, New Zealand and Singapore. We also sell our products in a number of countries to customers for personal consumption only. In addition, we sell our products in China through our cross-border e-commerce business model. Entering a new market requires a considerable amount of time, resources and continued support. If we are unable to properly support an existing or new market, our revenue growth may be negatively impacted.

Impact of COVID-19 on Our Business

The pandemic caused by an outbreak of a new strain of coronavirus (“COVID-19”) has resulted, and is likely to continue to result, in significant national and global economic disruption and may adversely affect our business. Uncertainty exists concerning the magnitude of the impact and duration of the COVID-19 pandemic. As of the date of this filing, we have experienced multiple disruptions at the corporate level as we have transitioned our corporate workforce to a remote working environment, closed some of our showrooms and will call locations in international markets and cancelled multiple planned events in order to comply with group meeting restrictions. Our independent distributors have also experienced disruptions. Specifically, in Japan, independent distributors are required to provide a hard-copy introductory packet (gaiyoshomen) in person to each person they approach to sponsor as an independent distributor before presenting our products and business opportunity. This requirement inhibits independent distributors from connecting with potential new independent distributors virtually or through social media. Accordingly, quarantines, avoidance of public places and general concerns about physical distancing related to COVID-19 or otherwise can significantly reduce the ability for independent distributors to meet people in person and commence the enrollment process. Elsewhere, our independent distributors have begun to adapt their approach for customer outreach and enrollment, including transitioning to a stronger social media presence, in an effort to sustain their sales volume. Our business may, in the future, experience additional disruptions and be negatively impacted by the COVID-19 pandemic, including as a result of limitations on the ability of our suppliers to manufacture, or procure from manufacturers, the products we sell or any of the raw materials or components required in the production process, or to meet delivery requirements and commitments; limitations on the ability of our employees to perform their work due to illness caused by the pandemic or local, state, or federal orders requiring employees to remain at home; limitations on the ability of carriers to deliver our products to customers; limitations on the ability of our independent distributors to conduct their businesses and purchase our products; and limitations on the ability of our independent distributors or customers to continue to purchase our products due to decreased disposable income.

We have made modifications, and are evaluating additional potential modifications that may be needed, to protect our supply chain and preserve adequate liquidity to ensure that our business can continue to operate during this uncertain time. Some states have issued executive orders requiring all workers to remain at home, unless their work is critical, essential, or life-sustaining. We have transitioned all of our corporate employees to a work from home model and, to date, our employees are performing well in the new environment. With respect to liquidity, we are evaluating and taking actions to ensure that we continue to responsibly manage expenses across our organization.

While we are unable to determine or predict the nature, duration or scope of the overall impact that the COVID-19 pandemic will have on our business, results of operations, liquidity or capital resources, we will continue to actively monitor the situation and may take further actions that alter our business operations as may be required by federal, state or local authorities or that we determine are in the best interests of our employees, independent distributors, customers, and stockholders.

Our Products

Our line of scientifically-validated dietary supplements includes Protandim® NRF1 Synergizer®, Protandim® Nrf2 Synergizer®, Protandim® NAD Synergizer™, LifeVantage® Omega+, LifeVantage® ProBio and LifeVantage® Daily Wellness. The Protandim® NRF1 Synergizer® is formulated to increase cellular energy and performance by boosting mitochondria production to improve cellular repair and slow cellular aging. The Protandim® Nrf2 Synergizer® contains a proprietary blend of ingredients and has been shown to combat oxidative stress and enhance energy production by increasing the body’s natural antioxidant protection at the genetic level, inducing the production of naturally-occurring protective antioxidant enzymes including superoxide dismutase, catalase, and glutathione synthase. The Protandim® NAD Synergizer™ was specifically formulated to target cell signaling pathways involved in the synthesis and recycling of a specific molecule called NAD
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(nicotinamide adenine dinucleotide), and has been shown to double sirtuin activity, supporting increased health, focus, energy, mental clarity and mood. LifeVantage® Omega+ is a dietary supplement that combines DHA and EPA Omega-3 fatty acids, Omega-7 fatty acids, and Vitamin D3 to support cognitive health, cardiovascular health, skin health, and the immune system. LifeVantage® ProBio is a dietary supplement designed to support optimal digestion and immune system function. LifeVantage® Daily Wellness is a pro-active immune support drink mix designed to support immune health. Our TrueScience® line of anti-aging skin and hair care products includes TrueScience® Facial Cleanser, TrueScience® Perfecting Lotion, TrueScience® Eye Serum, TrueScience® Anti-Aging Cream, TrueScience® Hand Cream, TrueScience® Invigorating Shampoo, TrueScience® Nourishing Conditioner and TrueScience® Scalp Serum. Petandim® for Dogs is a supplement specially formulated to combat oxidative stress in dogs through Nrf2 activation. Axio® is our line of nootropic energy drink mixes formulated to promote alertness and support mental performance. PhysIQ™ is our smart weight management system which includes PhysIQ™ Fat Burn, PhysIQ™ Prebiotic and PhysIQ™ Whey Protein, all formulated to aid in weight management.

We sell our products both individually and in stacks. A stack consists of multiple products bundled together that are designed to achieve a specific result. By studying the effects of nutrients and natural compounds, we have developed scientifically-backed nutrigenomics products that promote healthy aging on the cellular level. By stacking these products together, we have created a foundation for biohacking a healthier life. The Vitality Stack™ includes four of our nutrigenomics products — Protandim® NRF1 Synergizer®, Protandim® Nrf2 Synergizer®, LifeVantage® Omega+ and LifeVantage® ProBio. This product stack was designed to provide a foundation for wellness, supporting healthy organs, including the brain, heart, eyes, and other vitals. With the Ultimate Stack™, we added Protandim® NAD Synergizer™ and PhysIQ™ Prebiotic to our Vitality Stack™ to support gut health and increase sirtuin activity, supporting increased health, focus, energy, mental clarity and mood. The Protandim® Tri-Synergizer™ consists of our Protandim® NRF1 Synergizer®, Protandim® Nrf2 Synergizer® and Protandim® NAD Synergizer™, and was designed to effectively reduce oxidative stress, support mitochondria function, increase sirtuin activity, and target cell signaling pathways to fight the effects of aging. We also offer stacks for our PhysIQ™ and TrueScience® product lines.

We currently have additional products in development. Any delays or difficulties in introducing compelling products or attractive initiatives or tools into our markets may have a negative impact on our revenue and our ability to attract new independent distributors and customers.

Accounts

Because we utilize a direct selling model for the distribution of a majority of our products, the success and growth of our business is primarily based on the effectiveness of our independent distributors to attract customers and sell our products and our ability to attract new and retain existing independent distributors. Changes in our product sales typically are the result of variations in product sales volume relating to fluctuations in the number of active independent distributors and customers purchasing our products. The number of active independent distributors and customers is, therefore, used by management as a key non-financial measure.
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The following tables summarize the changes in our active accounts base by geographic region. These numbers have been rounded to the nearest thousand as of the dates indicated. For purposes of this report, we define “Active Accounts” as only those independent distributors and customers who have purchased from us at any time during the most recent three-month period, either for personal use or for resale.

	
	
	
	
	As of March 31,
	
	
	
	
	
	
	
	
	

	
	2021
	
	
	
	2020
	
	
	Change from Prior
	
	Percent Change
	

	
	
	
	
	
	
	
	
	Year
	
	
	

	Active Independent Distributors
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Americas
	42,000
	
	
	66.7 %
	
	
	44,000
	
	
	66.7 %
	
	(2,000)
	(4.5)%
	

	Asia/Pacific & Europe
	21,000
	
	
	33.3 %
	
	
	22,000
	
	
	33.3 %
	
	(1,000)
	(4.5)%
	

	Total Active Independent Distributors
	63,000
	
	
	100.0 %
	
	
	66,000
	
	
	100.0 %
	
	(3,000)
	(4.5)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Active Customers
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Americas
	79,000
	
	
	75.2 %
	
	
	85,000
	
	
	78.0 %
	
	(6,000)
	(7.1)%
	

	Asia/Pacific & Europe
	26,000
	
	
	24.8 %
	
	
	24,000
	
	
	22.0 %
	
	2,000
	8.3 %
	

	Total Active Customers
	105,000
	
	
	100.0 %
	
	
	109,000
	
	
	100.0 %
	
	(4,000)
	(3.7)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Active Accounts
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Americas
	121,000
	
	
	72.0 %
	
	
	129,000
	
	
	73.7 %
	
	(8,000)
	(6.2)%
	

	Asia/Pacific & Europe
	47,000
	
	
	28.0 %
	
	
	46,000
	
	
	26.3 %
	
	1,000
	2.2 %
	

	Total Active Accounts
	168,000
	
	
	100.0 %
	
	
	175,000
	
	
	100.0 %
	
	(7,000)
	(4.0)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Results of Operations

Three and Nine Months ended March 31, 2021 and 2020

Revenue. We generated net revenue of $51.6 million and $56.1 million during the three months ended March 31, 2021 and 2020, respectively. We generated net revenue of $165.4 million and $173.5 million during the nine months ended March 31, 2021 and 2020, respectively. Foreign currency fluctuations positively impacted our revenue $0.9 million or 1.6% and $1.8 million or 1.0% during the three and nine months ended March 31, 2021, respectively.

Americas. The following table sets forth revenue for the three and nine months ended March 31, 2021 and 2020 for the Americas region (in thousands):

	
	Three Months Ended March 31,
	
	
	
	
	
	Nine Months Ended March 31,
	
	

	
	2021
	
	
	2020
	
	
	% Change
	
	2021
	
	
	2020
	
	% Change

	United States
	$
	34,068
	
	$
	37,720
	
	(9.7)%
	
	$
	109,593
	
	$
	116,421
	
	(5.9)%

	Other
	
	2,353
	
	
	2,461
	(4.4)%
	
	
	7,386
	
	
	8,225
	(10.2)%

	Americas Total
	$
	36,421
	
	$
	40,181
	(9.4)%
	
	$
	116,979
	
	$
	124,646
	(6.2)%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Revenue in the Americas region for the three and nine months ended March 31, 2021 decreased $3.8 million or 9.4% and $7.7 million or 6.2%, respectively, from the prior year periods. Total Active Accounts decreased by 6.2% in the region compared to the prior year period which drove the decrease in revenue. Additionally, during our prior year October 2019 global convention, we launched our Protandim® NAD Synergizer™ product which generated significant revenue during the prior year periods. The decrease in revenue for the three months ended March 31, 2021 relative to the prior year period was partially offset by encouraging initial sales of our new LifeVantage® Daily Wellness product which we launched during the three months ended March 31, 2021 and our virtual Elite Academy held in March 2021. The decrease in revenue for the nine months ended March 31, 2021 relative to the prior year period was partially offset by revenue generated from the expansion of our Axio® drink mix line up with the launch of new, limited-time only flavors during our October 2020 virtual convention, as well as increased average revenue per account as compared to the prior year periods and increased sales associated with various product promotions during our second fiscal quarter.
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Asia/Pacific & Europe. The following table sets forth revenue for the three and nine months ended March 31, 2021 and 2020 for the Asia/Pacific & Europe region and its principal markets (in thousands):

	
	Three Months Ended March 31,
	
	
	
	
	
	Nine Months Ended March 31,
	
	

	
	2021
	
	
	2020
	
	
	% Change
	
	2021
	
	
	2020
	
	% Change

	Japan
	$
	9,622
	
	$
	9,986
	
	(3.6)%
	
	$
	31,172
	
	$
	31,541
	
	(1.2)%

	Australia & New Zealand
	
	2,808
	
	
	2,154
	30.4 %
	
	
	7,791
	
	
	6,781
	14.9 %

	Greater China
	
	881
	
	
	1,477
	(40.4)%
	
	
	3,178
	
	
	4,225
	(24.8)%

	Other
	
	1,838
	
	
	2,279
	(19.4)%
	
	
	6,285
	
	
	6,354
	(1.1)%

	Asia/Pacific & Europe Total
	$
	15,149
	
	$
	15,896
	(4.7)%
	
	$
	48,426
	
	$
	48,901
	(1.0)%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Revenue in the Asia/Pacific & Europe region decreased $0.7 million or 4.7% and $0.5 million or 1.0% for the three and nine months ended March 31, 2021, respectively, as compared to the prior year periods. Active Accounts in the region increased 2.2% compared to the prior year period. Japan revenues, on a full year over year basis, are down slightly, due to continued restrictions in place for in person meetings and recruiting due to the COVID-19 pandemic. We continue to be encouraged by the results we are seeing in our Australia and New Zealand region following the full on the ground launch of New Zealand in November 2019. We continue to experience weakening in our Greater China market in the current year period and are seeing decreases in both our Thailand and European markets as well.

Revenue in the Asia/Pacific & Europe region was positively impacted by foreign currency exchange rate fluctuations in the amount of approximately $0.8 million or 5.3% and $1.9 million or 3.9% during the three and nine months ended March 31, 2021, respectively, as compared to the prior year periods. Revenue in Japan was positively impacted by foreign exchange rate fluctuations in the amount of approximately $0.3 million or 2.6% and $0.8 million or 2.6% during the three and nine months ended March 31, 2021, respectively, as compared to the prior year periods. On a constant currency basis, revenue in Japan decreased 6.3% and 3.5% for the three and nine months ended March 31, 2021, respectively, as compared to the prior year periods.

Globally, we continue to focus on strengthening our core business with a focus on initiatives and programs to increase our total active accounts. Our fiscal 2021 initiatives focus on strengthening our subscription services and programs, further supporting and growing our revenues for our Protandim® NAD Synergizer™ product that was launched in October 2019, expanding our global footprint through new market launches and enhancing our product lines in international markets, the roll out of customer referral and loyalty programs, enhancements to our various internal and external systems, and the continued development and improvement of distributor training tools and technologies that will help our independent distributors grow their businesses and improve the customer experience. During the remainder of fiscal 2021 we plan to focus our efforts on the roll out of new and optimization of current programs designed to better support our independent distributors build and maintain strong businesses. These activities have been developed and designed to help increase enrollments of new independent distributors and customers, retain new and existing independent distributors and customers, increase average revenue per account and improve our independent distributor and customer experience. We plan on further evaluating and improving our internal systems and business model in order to strengthen and adapt our business to the current and post pandemic environment.


Gross Margin. Our gross profit percentage for the three months ended March 31, 2021 and 2020 was 82.9% and 83.8%, respectively. Our gross profit percentage for the nine months ended March 31, 2021 and 2020 was 82.8% and 83.6%, respectively. The decrease in gross margins, as compared to the prior year periods, is primarily due to increased shipping to customer expenses during the current year period, decreased fee revenues as a result of fewer distributor meetings being held during the current year period due to the COVID-19 pandemic, as well as shifts in geographic and product sales mix.

Commissions and Incentives. Commissions and incentives expenses during the three months ended March 31, 2021 were $25.2 million or 48.8% of revenue as compared to commissions and incentives expenses of $26.7 million or 47.6% of revenue for the three months ended March 31, 2020. Commissions and incentives expenses during the nine months ended March 31, 2021 were $77.9 million or 47.1% of revenue as compared to commissions and incentives expenses of $82.7 million or 47.6% of revenue for the nine months ended March 31, 2020. The increase in commissions and incentives expenses as a percentage of revenue for the three months ended March 31, 2021 compared to 2020 is due mainly to increased costs and accruals associated with distributor recognition events and incentive trip promotions. The decrease in commissions and incentives expenses as a percentage of revenue for the nine months ended March 31, 2021 compared to 2020 is due mainly to the timing and magnitude of investments in our promotional and incentive programs and our red carpet program. These programs have been limited due to the COVID-19 pandemic which has restricted our ability to hold promotional and incentive events and activities.
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We expect commissions and incentives expenses for the remainder of fiscal 2021, as a percentage of revenue, to fluctuate slightly as we continue to adapt our operating plan to the current business environment and continue to be opportunistic with investments in promotional and incentive programs and our red carpet program to drive revenue growth.

Selling, General and Administrative. Selling, general and administrative expenses during the three months ended March 31, 2021 were $15.5 million or 30.1% of revenue as compared to selling, general and administrative expenses of $17.3 million or 30.8% of revenue for the three months ended March 31, 2020. Selling, general and administrative expenses during the nine months ended March 31, 2021 were $48.0 million or 29.0% of revenue as compared to selling, general and administrative expenses of $53.1 million or 30.6% of revenue for the nine months ended March 31, 2020. The decrease in selling, general and administrative expenses during the three and nine months ended March 31, 2021 compared to the prior year periods is primarily due to decreased event and travel expenses, due to restrictions on group meetings associated with the COVID-19 pandemic, as well as decreased incentive and stock compensation expenses due, in part, to the reversal of unvested stock awards due to departure of executives during the current year periods. These decreases were partially offset by increased executive severance and transition expenses, legal expenses, depreciation expenses associated with our investment in new technology assets that have been placed in service; and increased depreciation in corporate office leasehold improvements due to the exercise of an early termination clause in our Sandy, Utah corporate office lease.

We expect selling, general and administrative expenses, as a percent of revenue, to remain steady during the remainder of the fiscal year as we adapt our operating plan to the COVID-19 business environment, resume some virtual and in-person distributor trainings and events as we are able, leverage current spending and execute on our strategic investments and initiatives designed to increase revenue, and due to the timing of product and market launches and other planned events during the year.

Total Other Expense. During the three and nine months ended March 31, 2021, we recognized total other expense of $0.3 million and $0.3 million, respectively, as compared to total other expenses of $0.4 million and $0.7 million, respectively, for the three and nine months ended March 31, 2020. Total other expense for the three and nine months ended March 31, 2021 and 2020 consisted primarily of foreign currency gains and losses and interest expense.

The following table sets forth interest expense for the three and nine months ended March 31, 2021 and 2020 (in thousands):

	
	Three Months Ended March 31,
	
	
	
	Nine Months Ended March 31,

	
	2021
	
	
	2020
	
	
	
	2021
	
	
	2020

	Contractual interest expense:
	
	
	
	
	
	
	
	
	
	
	

	2016 Term Loan
	$
	—
	$
	7
	
	$
	—
	$
	44

	Amortization of deferred financing fees:
	
	
	
	
	
	
	
	
	
	
	

	2016 Term Loan
	
	—
	
	2
	
	
	—
	
	7

	Amortization of debt discount:
	
	
	
	
	
	
	
	
	
	
	

	2016 Term Loan
	
	—
	
	13
	
	
	—
	
	39

	Other
	
	2
	
	
	8
	
	
	17
	
	
	29

	Total interest expense
	$
	2
	
	$
	30
	
	$
	17
	
	$
	119

	
	
	
	
	
	
	
	
	
	
	
	



Income Tax Expense. We recognized income tax expense of $0.1 million and $2.8 million, respectively, for the three and nine months ended March 31, 2021, as compared to income tax expense of $1.0 million and $0.8 million, respectively, for the three and nine months ended March 31, 2020.

The effective tax rate was 25.7% of pre-tax income during the nine months ended March 31, 2021, compared to 9.9% for the prior year period. The change in the tax rate for fiscal 2021 was mainly due to less favorable tax deductions, relative to pre-tax income, associated with stock awards vesting during the current year, as compared to the prior year period and limitations on deduction of other compensation related items during the current year.

We expect that our effective tax rate will fluctuate slightly during the remainder of fiscal 2021 as the impact of discrete items related to vesting of stock awards and other permanent differences are recognized during the year; however, our tax rate can be significantly impacted by various book to tax differences and fluctuations in our stock price that occur during the year which are difficult to forecast.
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Liquidity and Capital Resources

Liquidity

Our primary liquidity and capital resource requirements are to finance the cost of our planned operating expenses and working capital (principally inventory purchases), fund capital expenditures, and service our debt, which includes any outstanding balances under the 2016 Credit Facility. We have generally relied on cash flow from operations to fund operating activities and we have, at times, incurred long-term debt in order to fund stock repurchases and strategic transactions.

As of March 31, 2021, our available liquidity was $19.0 million, which consisted of available cash and cash equivalents. This represents a decrease of $3.2 million from the $22.1 million in cash and cash equivalents as of June 30, 2020.

During the nine months ended March 31, 2021, our net cash provided by operating activities was $7.9 million as compared to $9.0 million during the nine months ended March 31, 2020.

During the nine months ended March 31, 2021, our net cash used in investing activities was $3.3 million, as a result of the purchase of fixed assets. During the nine months ended March 31, 2020, our net cash used in investing activities was $2.1 million, as a result of the purchase of fixed assets.

Cash used in financing activities during the nine months ended March 31, 2021 was $7.8 million as a result of our repurchase of common stock and shares purchased as payment of tax withholding on vesting of equity awards, partially offset by proceeds from stock issued under our employee stock purchase plan and stock option exercises. Cash used in financing activities during the nine months ended March 31, 2020 was $12.3 million as a result of our repurchase of common stock, quarterly principal payments on the 2016 Term Loan and shares purchased as payment of tax withholding on vesting of equity awards, partially offset by proceeds from stock issued under our employee stock purchase plan and stock option exercises.

At March 31, 2021 and June 30, 2020, the total amount of our foreign subsidiary cash was $8.8 million and $6.8 million, respectively. The federal tax reform legislation that was passed into law during December 2017 enacted a 100% dividend deduction for > 10% owned foreign corporations. Therefore, in the future, if needed, we expect to be able to repatriate cash from foreign subsidiaries without paying additional U.S. taxes.

At March 31, 2021, we had working capital (current assets minus current liabilities) of $21.3 million, compared to working capital of $18.8 million at June 30, 2020. We believe that our cash and cash equivalents balances and our ongoing cash flow from operations will be sufficient to satisfy our cash requirements for at least the next 12 months. The majority of our historical expenses have been variable in nature and as such, a potential reduction in the level of revenue would reduce our cash flow needs. In the event that our current cash balances and future cash flow from operations are not sufficient to meet our obligations or strategic needs, we would consider raising additional funds, which may not be available on terms that are acceptable to us, or at all. Our credit facility, however, contains covenants that restrict our ability to raise additional funds in the debt markets and repurchase our equity securities without prior approval from the lender. Additionally, our credit facility, as amended, provides for a revolving loan facility in an aggregate principal amount up to $5.0 million. We would also consider realigning our strategic plans including a reduction in capital spending and expenses.

Capital Resources

Shelf Registration Statement

On March 24, 2020, we filed a shelf registration statement (the "Shelf Registration") on Form S-3 with the SEC that was declared effective April 3, 2020, which permits us to offer up to $75 million of common stock, preferred stock, debt securities and warrants in one or more offerings and in any combination, including in units from time to time. Our Shelf Registration is intended to provide us with additional flexibility to access capital markets for general corporate purposes, which may include, among other purposes, working capital, capital expenditures, other corporate expenses and acquisitions of assets, licenses, products, technologies or businesses.

2016 Credit Facility

On March 30, 2016, we entered into a Loan Agreement (the “2016 Loan Agreement”) to refinance our outstanding debt. In connection with the 2016 Loan Agreement and on the same date, we entered into a security agreement (the “Security Agreement”). The 2016 Loan Agreement provides for a term loan in an aggregate principal amount of $10.0 million (the “2016 Term Loan") and a revolving loan facility in an aggregate principal amount not to exceed $2.0 million (the “2016 Revolving Loan,” and collectively with the 2016 Term Loan, the 2016 Loan Agreement and the Security Agreement, the “2016 Credit Facility”).
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The principal amount of the 2016 Term Loan was payable in consecutive quarterly installments in the amount of $0.5 million plus accrued interest beginning with the fiscal quarter ended June 30, 2016. If we borrow under the 2016 Revolving Loan, interest will be payable quarterly in arrears on the last day of each fiscal quarter.

On May 4, 2018, we entered into a loan modification agreement, which amended the 2016 Credit Facility (“Amendment No. 1”). Amendment No. 1 revised the maturity date from March 30, 2019 to March 31, 2021 (the “Maturity Date”) and increased the fixed interest rate for the term loan from 4.93% to 5.68%. Amendment No. 1 also revised certain financial covenants. The minimum fixed charge coverage ratio (as defined in Amendment No. 1) was revised from a minimum of 1.50 to 1.00 to 1.25 to 1.00, measured on a trailing twelve-month basis, at the end of each fiscal quarter. The minimum working capital was increased from $5.0 million to $8.0 million. The funded debt to EBITDA ratio was replaced with the total liabilities to tangible net worth ratio (as defined in Amendment No. 1) of not greater than 3.00 to 1.00 at the end of each quarter. The minimum tangible net worth measure was removed from the financial covenants.

On February 1, 2019, we entered into a loan modification agreement, which amended the 2016 Credit Facility ("Amendment No. 2"). Under Amendment No. 2, we made a principal payment of $2.0 million and increased the revolving loan facility from $2.0 million to $5.0 million. Amendment No. 2 also revised certain financial covenants. The minimum fixed charge coverage ratio (as defined in Amendment No. 2) was revised from a minimum of 1.25 to 1.00 to 1.10 to 1.00, measured on a trailing twelve-month basis, at the end of each fiscal quarter. The minimum working capital was decreased from $8.0 million to $6.0 million.

On April 1, 2021, we entered into a loan modification agreement ("Amendment No. 3"), which amended the 2016 Credit Facility, as previously amended. Amendment No. 3 revised the maturity date from March 31, 2021 to March 31, 2024 and modified the variable interest rate based on the one-month United States Treasury Rate, plus a margin of 3.00%, with an interest rate floor of 4.00%. Amendment No. 3 also revised the debt (total liabilities) to tangible net worth ratio (as defined in Amendment No. 3) covenant to require that we shall maintain this ratio not in excess of 2.00 to 1.00, measured as of the end of each fiscal quarter, and revised the definition and calculation of the minimum fixed charge coverage ratio (as defined in Amendment No. 3). There were no other changes to the covenants or revolving loan facility amount as set forth in Amendment No. 2.

The 2016 Credit Facility, as amended, contains customary covenants, including affirmative and negative covenants that, among other things, restrict our ability to create certain types of liens, incur additional indebtedness, declare or pay dividends on or redeem capital stock, make other payments to holders of our equity interests, make certain investments, purchase or otherwise acquire all or substantially all the assets or equity interests of other companies, sell assets or enter into consolidations, mergers or transfers of all or any substantial part of our assets. As of March 31, 2021, we were in compliance with all applicable non-financial and restrictive covenants under the 2016 Credit Facility, as amended.

The 2016 Credit Facility, as amended, also contains various financial covenants that require us to maintain certain consolidated working capital amounts, total liabilities to tangible net worth ratios and fixed charge coverage ratios. Specifically, we must:

· Maintain a minimum fixed charge coverage ratio (as defined in the 2016 Loan Agreement, as amended) of at least 1.10 to 1.00 at the end of each fiscal quarter, measured on a trailing twelve month basis;

· Maintain minimum consolidated working capital (as defined in the 2016 Loan Agreement, as amended) at the end of each fiscal quarter of at least $6.0 million; and

· Maintain a ratio of debt (total liabilities) to tangible net worth (as defined in the 2016 Loan Agreement, as amended) of not greater than 2.00 to 1.00 at the end of each quarter, measured on a trailing twelve month basis.

As of March 31, 2021, we were in compliance with all applicable financial covenants under the 2016 Credit Facility, as amended. Additionally, management anticipates that in the normal course of operations we will be in compliance with the financial covenants during the ensuing year.

During the three months ended March 31, 2020, we repaid, in full, the remaining balance of the 2016 Term Loan in accordance with the terms of the 2016 Credit Facility, as amended.
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Commitments and Obligations

The following table summarizes our contractual payment obligations and commitments as of March 31, 2021 (in thousands):

	
	
	
	
	
	
	
	
	
	Payments due by period
	
	
	
	
	

	Contractual Obligations
	
	Total
	
	Less than
	
	1-3 years
	3-5 years
	
	
	
	Thereafter
	

	
	
	
	
	1 year
	
	
	
	
	
	
	
	

	Operating lease obligations
	
	$
	21,142
	
	$
	2,305
	
	$
	5,378
	
	$
	3,232
	
	$
	10,227
	

	Other operating obligations (1)
	
	16,174
	
	
	10,731
	
	
	5,443
	
	
	—
	
	—
	

	Total
	$
	37,316
	
	$
	13,036
	
	$
	10,821
	
	$
	3,232
	
	$
	10,227
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(1) Other operating obligations represent contractual obligations primarily related to marketing and sponsorship commitments and purchases of inventory.

Off-Balance Sheet Arrangements

As of March 31, 2021, we did not have any off-balance sheet arrangements.

Critical Accounting Policies

We prepare our financial statements in conformity with accounting principles generally accepted in the United States of America. As such, we are required to make certain estimates, judgments, and assumptions that we believe are reasonable based upon the information available. These estimates and assumptions affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the periods presented. Actual results could differ from these estimates. Our significant accounting policies are described in Note 2 to our unaudited condensed consolidated financial statements. Certain of these significant accounting policies require us to make difficult, subjective, or complex judgments or estimates. We consider an accounting estimate to be critical if (1) the accounting estimate requires us to make assumptions about matters that were highly uncertain at the time the accounting estimate was made, and

(2) changes in the estimate that are reasonably likely to occur from period to period, or use of different estimates that we reasonably could have used in the current period, would have a material impact on our financial condition or results of operations.

There are other items within our financial statements that require estimation, but are not deemed critical as defined above. Changes in estimates used in these and other items could have a material impact on our financial statements. Management has discussed the development and selection of these critical accounting estimates with our board of directors, and the audit committee has reviewed the disclosures noted below.

Allowances for Product Returns

We record allowances for product returns at the time we ship the product based on estimated return rates. Subject to some exceptions based on local regulations, our return policy is to provide a full refund for product returned within 30 days. After 30 days of purchase, only unopened product that is in a resalable and restockable condition may be returned within twelve months of purchase and shall receive a 100% refund, less a 10% handling and restocking fee and any shipping and handling costs. As of March 31, 2021, our shipments of products sold totaling approximately $18.2 million were subject to the return policy.

We monitor our product returns estimate on an ongoing basis and revise the allowances to reflect our experience. Our allowance for product returns was $0.2 million at March 31, 2021, compared with $0.3 million at June 30, 2020. To date, product expiration dates have not played any role in product returns, and we do not expect that they will in the future as it is unlikely that we will ship product with an expiration date earlier than the latest allowable product return date.

Inventory Valuation

We value our inventory at the lower of cost or net realizable value on a first-in first-out basis. Accordingly, we reduce our inventories for the diminution of value resulting from product obsolescence, damage or other issues affecting marketability equal to the difference between the cost of the inventory and its net realizable value. Factors utilized in the determination of net realizable value include: (i) current sales data and historical return rates, (ii) estimates of future demand, (iii) competitive pricing pressures, (iv) new production introductions, (v) product expiration dates, and (vi) component and packaging obsolescence.

During the three months ended March 31, 2021 and 2020, we recognized expenses of approximately $0.2 million and $0.1 million, respectively, related to obsolete and slow-moving inventory.

During the nine months ended March 31, 2021 and 2020, we recognized expenses of $0.3 million and $0.4 million, respectively, related to obsolete and slow-moving inventory.
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Revenue Recognition

Revenue is recognized when control of the promised goods or services are transferred to the customer, in an amount that reflects the consideration we expect to be entitled to in exchange for those goods or services. Sales, value add, and other taxes that we collect concurrent with revenue-producing activities are excluded from revenue.

Stock-Based Compensation

We use the fair value approach to account for stock-based compensation in accordance with current accounting guidance. We recognize compensation costs for awards with performance conditions when we conclude it is probable that the performance conditions will be achieved. We reassess the probability of vesting at each balance sheet date and adjust compensation costs based on our probability assessment. For awards with market-based performance conditions, the cost of the awards is recognized as the requisite service is rendered by the employees, regardless of when, if ever, the market-based performance conditions are satisfied.

Research and Development Costs

We expense all of our payments related to research and development activities as incurred.

Legal Accruals

We are occasionally involved in lawsuits and disputes arising in the normal course of business. Management regularly reviews all pending litigation matters in which we are involved and establishes accruals as we deem appropriate for these litigation matters when a probable loss estimate can be made. Estimated accruals require management judgment about future events. The results of lawsuits are inherently unpredictable and unfavorable resolutions could occur. As such, the amount of loss may differ from management estimates.

Recently Issued Accounting Standards

See Note 2 to our unaudited condensed consolidated financial statements for a discussion of recently issued accounting standards.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We conduct business in several countries and intend to continue to grow our international operations. Net revenue, operating income and net income are affected by fluctuations in currency exchange rates and other uncertainties in doing business and selling products in more than one currency. In addition, our operations are exposed to risks associated with changes in social, political and economic conditions inherent in international operations, including changes in the laws and policies that govern international investment in countries where we have operations, as well as, to a lesser extent, changes in U.S. laws and regulations relating to international trade and investment.

Foreign Currency Risk

During the nine months ended March 31, 2021, approximately 34% of our net revenue was realized outside of the United States. The local currency of each international subsidiary is generally

the functional currency. All revenue and expenses are translated at weighted-average exchange rates for the periods reported. Therefore, our reported revenue and earnings will be positively impacted

by a weakening of the U.S. dollar and will be negatively impacted by a strengthening of the U.S. dollar. Currency fluctuations, however, have the opposite effect on our expenses incurred outside the

United States. Given the large portion of our business derived from Japan, any weakening of the Japanese yen will negatively impact our reported revenue and profits, whereas a strengthening of the

Japanese yen will positively impact our reported revenue and profits. Because of the uncertainty of exchange rate fluctuations, it is difficult to predict the effect of these fluctuations on our future

business, product pricing and results of operations or financial condition. Changes in various currency exchange rates affect the relative prices at which we sell our products. We regularly monitor our

foreign currency risks and periodically take measures to reduce the risk of foreign exchange rate fluctuations on our operating results. Additionally, we may seek to reduce our exposure to

fluctuations in foreign currency exchange rates through the use of foreign currency exchange contracts. We do not use derivative financial instruments for trading or speculative purposes. At

March 31, 2021, we did not have any derivative instruments. A 10% strengthening of the U.S. dollar compared to all of the foreign currencies in which we transact business would have resulted in a

3.1% decrease of our nine months ended March 31, 2021 revenue, in the amount of $5.1 million.
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Item 4. Controls and Procedures

Disclosure Controls and Procedures

We maintain disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act of 1934, as amended) that are designed to ensure that the information required to be disclosed in the reports we file or submit under the Exchange Act of 1934, as amended, is (a) recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC and (b) accumulated and communicated to management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. As of the end of the period covered by this quarterly report on Form 10-Q, we carried out an evaluation, under the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness and design and operation of such disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act of 1934, as amended. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were designed and operating effectively as of March 31, 2021.

Changes in Internal Control over Financial Reporting

There were no changes in our internal controls over financial reporting during the quarter ended March 31, 2021 that have materially affected or are reasonably likely to materially affect our internal controls over financial reporting.

An evaluation required by paragraph (d) of Rules 13a-15 and 15d-15 of the Exchange Act of 1934, as amended, was also performed under the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, of any change in our internal control over financial reporting that occurred during our last fiscal quarter. That evaluation did not identify any changes in our internal control over financial reporting during the three months ended March 31, 2021 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Inherent Limitations of Internal Control Over Financial Reporting

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

PART II. Other Information

Item 1. Legal Proceedings

See Note 8 to our unaudited condensed consolidated financial statements contained within this quarterly report on Form 10-Q for a discussion of our legal proceedings.

Item 1A. Risk Factors

In addition to the other information set forth in this report, you should carefully consider the risk factors discussed in “Part I. Item 1A — Risk Factors” in our annual report on Form 10-K for the fiscal year ended June 30, 2020, filed on August 18, 2020. The risks and uncertainties described in such risk factors and elsewhere in this report have the potential to materially affect our business, financial condition, results of operations, cash flows, projected results and future prospects. We do not believe that there have been any material changes to the risk factors previously disclosed in our recent SEC filings, including our most recently filed Form 10-K, as referenced above.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

On November 27, 2017, our Board of Directors approved a stock repurchase plan, as amended on February 1, 2019 and August 27, 2020. Under the plan, we are authorized to repurchase up to $35.0 million of our outstanding shares through November 30, 2023. The repurchase program permits us to purchase shares from time to time through a variety of methods, including in the open market, through privately negotiated transactions or other means as determined by our management, in accordance with applicable securities laws. As part of the repurchase program, we have entered into a pre-arranged stock repurchase plan which operates in accordance with guidelines specified under Rule 10b5-1 of the Securities Exchange Act of 1934, as amended. Accordingly, any transactions under such stock repurchase plan will be completed in accordance with the terms of the plan, including specified price, volume and timing conditions. The authorization may be suspended or discontinued at any time. During the three months ended March 31, 2021, we repurchased 0.2 million shares of our common stock on the open market at an aggregate purchase price of $2.0 million under this repurchase program.
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The following table provides information with respect to all purchases made by the Company during the three months ended March 31, 2021. All purchases listed below were made in the open market at prevailing market prices.

	
	
	Total Number of Shares
	
	
	
	
	Total Number of Shares
	
	Maximum Dollar Value of Shares
	

	Period
	
	
	
	Average Price Paid Per Share
	Purchased as Part of Publicly
	
	
	that May Yet Be Purchased
	

	
	Purchased
	
	
	
	Announced Plans or Programs
	
	
	Under the Plans or Programs
	

	January 1 - January 31
	
	—
	
	$
	—
	
	—
	
	$
	17,440,592
	

	February 1 - February 28
	93,413
	$
	9.25
	
	93,413
	$
	16,574,118
	

	March 1 -March 31
	120,409
	$
	9.38
	
	120,409
	$
	15,440,594
	

	Total
	213,822
	
	
	
	
	213,822
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	




Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

On March 15, 2021, the Company terminated the employment of Kevin McMurray, the Company’s former General Counsel and on March 31, 2021, the Company hired Alissa Neufeld as its new General Counsel.

On April 1, 2021, the Company entered into a Change in Terms Agreement (“Amendment No. 3”) with Zions Bancorporation, N.A., dba Zions First National Bank (“Zions Bank”), which modifies the Loan Agreement dated March 30, 2016, as amended, between Zions Bank and the Company (“Credit Facility”). Amendment No. 3 revised the maturity date from March 31, 2021 to March 31, 2024 and modified the variable interest rate based on the one-month United States Treasury Rate, plus a margin of 3.00%, with an interest rate floor of 4.00%. Amendment No. 3 also revised the debt (total liabilities) to tangible net worth ratio (as defined in Amendment No. 3) covenant to require that the Company maintain this ratio not in excess of 2.00 to 1.00, measured as of the end of each fiscal quarter, and revised the definition and calculation of the minimum fixed charge coverage ratio (as defined in Amendment No. 3).

The foregoing description of the terms of Amendment No. 3 does not purport to be complete and is qualified in its entirety by reference to the full text of the Change in Terms Agreement, a copy of which is attached hereto as Exhibit 10.1. The description of the terms of the Credit Facility are incorporated by reference herein from the Current Report on Form 8-K filed with the Securities and Exchange Commission on April 4, 2016.
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Item 6. Exhibits

	Exhibit No.
	
	
	
	
	Document Description
	
	Filed Herewith or Incorporate by Reference From

	3.1
	
	
	Certificate of Incorporation, as filed with the Delaware Secretary of State on March 9,
	Exhibit 3.1 to the Current Report on Form 8-K filed on March 13, 2018.

	
	
	
	2018
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3.2
	
	
	Amended and Restated Bylaws, August 9, 2019
	
	Exhibit 3.1 to the Current Report on Form 8-K filed on August 15, 2019

	10.1#
	
	
	CEO Offer Letter between the Company and Steven R. Fife dated January 31, 2021
	
	Filed herewith

	10.2#
	
	
	Amended and Restated Key Executive Benefit Package between the Company and
	Filed herewith

	
	
	
	Steven R. Fife dated January 31, 2021
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	10.3
	
	
	Change in Terms Agreement dated April 1, 2021 by and between Zions Bank and the
	Filed herewith

	
	
	
	Company
	
	
	

	31.1
	
	
	Certification of principal executive officer pursuant to Rule 13a-14(a)/15d-14(a)
	Filed herewith

	31.2
	
	
	Certification of principal financial officer pursuant to Rule 13a-14(a)/15d-14(a)
	
	
	Filed herewith

	32.1*
	
	
	Certification of principal executive officer pursuant to 18 U.S.C. 1350, as adopted
	Furnished herewith

	
	
	
	pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
	
	
	

	32.2*
	
	
	Certification of principal financial officer pursuant to 18 U.S.C. 1350, as adopted
	Furnished herewith

	
	
	
	pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
	
	
	

	101
	
	
	The following financial information from the Company’s quarterly report on Form 10-Q
	Filed herewith

	
	
	
	for the quarter ended March 31, 2021 formatted in XBRL (extensible Business Reporting
	

	
	
	
	Language): (i) Unaudited Condensed Consolidated Balance Sheets at March 31, 2021
	

	
	
	
	and June 30, 2020; (ii) Unaudited Condensed Consolidated Statements of Operations and
	

	
	
	
	Other Comprehensive Income for the three and nine months ended March 31, 2021 and
	

	
	
	
	2020; (iii) Unaudited Condensed Consolidated Statement of Stockholders’ Equity for the
	

	
	
	
	three and nine months ended March 31, 2021 and 2020; (iv) Unaudited Condensed
	

	
	
	
	Consolidated Statements of Cash Flows for the nine months ended March 31, 2021 and
	

	
	
	
	2020; and (v) Notes to Unaudited Condensed Consolidated Financial Statements, tagged
	

	
	
	
	as blocks of text
	

	104
	
	
	Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit
	Filed herewith

	
	
	101
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	




· Management contract or compensatory plan

· This certification is being furnished solely to accompany this report pursuant to 18 U.S.C. 1350, and is not being filed for purposes of Section 18 of the Exchange Act and is not to be incorporated by reference into any filing of the registrant, whether made before or after the date hereof, regardless of any general incorporation language in such filing
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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.

LIFEVANTAGE CORPORATION

Date:	April 29, 2021	/s/ Steven R. Fife
[image: ]
Steven R. Fife
President and Chief Executive Officer
(Principal Executive Officer)

Date:	April 29, 2021	/s/ Steven R. Fife
[image: ]
Steven R. Fife
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

I, Steven R. Fife, certify that:

1. I have reviewed this quarterly report on Form 10-Q of LifeVantage Corporation;

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 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 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. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

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 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: April 29, 2021

/s/ Steven R. Fife
[image: ]

Steven R. Fife

President and Chief Executive Officer

(Principal Executive Officer)

Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

I, Steven R. Fife, certify that:

1. I have reviewed this quarterly report on Form 10-Q of LifeVantage Corporation;

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 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 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. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

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 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: April 29, 2021

/s/ Steven R. Fife
[image: ]

Steven R. Fife

Chief Financial Officer

(Principal Financial 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 filing of this quarterly report on Form 10-Q of LifeVantage Corporation (the “Company”) for the period ended March 31, 2021, with the Securities and Exchange Commission on the date hereof (the “report”), I, Steven R. Fife, Principal Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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.

The foregoing certification is being furnished solely pursuant to 18 U.S.C. § 1350 and is not being filed as part of the report or as a separate disclosure document.

Date: April 29, 2021

/s/ Steven R. Fife
[image: ]

Steven R. Fife

President and Chief Executive Officer

(Principal Executive Officer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

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 filing of this quarterly report on Form 10-Q of LifeVantage Corporation (the “Company”) for the period ended March 31, 2021, with the Securities and Exchange Commission on the date hereof (the “report”), I, Steven R. Fife, Principal Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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.

The foregoing certification is being furnished solely pursuant to 18 U.S.C. § 1350 and is not being filed as part of the report or as a separate disclosure document.

Date: April 29, 2021

/s/ Steven R. Fife
[image: ]

Steven R. Fife

Chief Financial Officer

(Principal Financial Officer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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LIFEVANTAGE CORPORATION
3300 TRIUMPH BLVD
LEHI, UTAH 84043

January 31, 2021

Steven R. Fife

Dear Steve,

LifeVantage Corporation (the “Company™) is pleased to offer you the role of
President and Chief Executive Officer of the Company on the following terms:

1 Position. Your title will be President and Chief Executive Officer. Until a
new Chief Financial Officer is appointed, you will also continue to serve as the Company’s Chief
Financial Officer. You will report to the Board of Directors. This is a full-time position. While you
render services to the Company, you will not engage in any other employment, consulting or other
business activity (whether full-time or part-time) that would create a conflict of interest with the
Company. By signing this letter agreement, you confirm to the Company that you have no contractual
commitments or other legal obligations that would prohibit you from performing your duties for the
Company.

2 Cash Compensation. In this new capacity, the Company will pay you an
initial base salary at the rate of $500,000 per year, payable in accordance with the Company’s standard
payroll schedule. This salary will be subject to adjustment pursuant to the Company’s employee
compensation policies in effect from time to time. In addition, you will be eligible to be considered
for an incentive bonus for each fiscal year of the Company. The bonus (if any) will be awarded based
on objective or subjective criteria established by the Company’s Board of Directors. Your target
bonus will be equal to 70% of your annual base salary. For the fiscal year ended June 30, 2021, your
target bonus will be prorated at 70% of your annual base salary beginning September 1, 2020 and
50% of your annual base salary for the period from July 1, 2020 through August 31, 2020. Any bonus
for a fiscal year will be paid in accordance with the Key Executive Benefit Package (as defined
below). The determinations of the Company’s Board of Directors with respect to your bonus will be
final and binding.

3. Key Executive Benefit Package. Certain additional benefits offered by the
Company and terms and conditions of your employment are set forth in the Amended and Restated
Key Executive Benefit Package attached as Exhibit A hereto and made part hereof (the “Key
Executive Benefit Package™). Your employment as President and Chief Executive Officer is
contingent on you and the Company entering into the Key Executive Benefit Package.

ek K
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Steven R. Fife

January 31, 2021
Page 2

‘You may indicate your agreement with these terms and accept this offer by signing
and dating both the enclosed duplicate original of this letter agreement and the enclosed Key
Executive Benefit Package and returning them to me. This offer, if not accepted, will expire at the
close of business on February 1, 2021.

Very truly yours,

LIFEVANTAGE CORPORATION

By: g

Name: Michael Beindorff

Title: Chairman of the Compensation
Committee of the Board of Directors

I have read and accept this employment offer:

St K. Fift

Signature of Employee

Dated: J2nuary 31, 2021

Attachment
Exhibit A: Key Executive Benefit Package
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AMENDED AND RESTATED KEY EXECUTIVE BENEFIT PACKAGE

LifeVantage has established this Key Executive Benefit Package to attract, motivate and
retain certain key executives of the company. You are considered a Key Executive upon
execution of this agreement. The components of the Key Executive Benefit Package are included
below.

1 Position and Responsibilities. As of the Effective Date, you will commence
serving as President and Chief Executive Officer of the Company. You shall have the duties,
responsibilities and authority that are customarily associated with such position and such other
senior management duties as may reasonably be assigned. You will devote your full time,
efforts, abilities, and energies to promote the general welfare and interests of the Company and
any related enterprises of the Company. Unless otherwise approved in writing by the Chairman
of the Company’s Board of Directors, your primary workplace will be located at the Company’s
headquarters located in Lehi, Utah. Nothing herein shall preclude you from (i) serving, with the
prior consent of the Board of Directors, as a member of the board of directors or advisory boards
(or their equivalents in the case of a non-corporate entity) of non-competing businesses and
charitable organizations, (i) engaging in charitable activities and community affairs, and (iii)
managing your personal investments and affairs; provided, however, that the activities set out in
clauses (i), (ii) and (iii) shall be limited by you so as not to materially interfere, individually or in
the aggregate, with the performance of your duties and responsi ies hereunder.

2. Annual Incentive Plan. As a key executive and during your continued
employment as a key executive, you will be eligible to participate in the Employee Annual
Incentive Plan at the level indicated in Exhibit A pursuant to the details of Board of Directors”
approved Annual Incentive Plan. Any Annual Incentive Award shall be paid to you during the
first three months of the fiscal year that follows the applicable performance fiscal year. The
Annual Incentive Award will be deemed to have been earned on the date of payment of such
bonus and you must remain an employee of the Company through the date of payment in order
to receive the Award.

3. Long Term Incentive Compensation Plan. As a key executive and during your
continued employment as a key executive, you will be eligible to participate in the Board of
Directors’ approved Employee Equity Plan pursuant to the plan details. Such equity grants, if
any, will be made in the sole discretion of the Board of Directors and will be subject to the terms
and conditions specified by the Board of Directors, the Company’s stock plan, the award
agreement that you must execute as a condition of any grant and the Company’s insider trading
policy. If required by applicable law with respect to transactions involving Company equity
securities, you agree that you shall use your best efforts to comply with any duty that you may
have to (i) timely report any such transactions and (ii) to refrain from engaging in certain
transactions from time to time. The Company has no duty to register under (or otherwise obtain
an exemption from) the Securities Act of 1933 (or applicable state securities laws) with respect
to any Company equity securities that may be issued to you.

4. Employee Benefit Programs. During your employment with the Company, and
except as may be provided under an employee stock purchase plan, you will be entitled to
participate, in all Company employee benefit plans and programs at the time or thereafter made
available to Key Executives including, without limitation, any savings or profit sharing plans,
deferred compensation plans, stock option incentive plans, group life insurance, accidental death

GDSVF&H\S5569757.3
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and dismemberment insurance, hospitalization, surgical, major medical and dental coverage,
vacation, sick leave (including salary continuation arrangements), long-term disability, holidays
and other employee benefit programs sponsored by the Company. The Company may amend,
modify or terminate these benefits at any time and for any reason. Any change in any employee
benefit program or programs applicable to all covered key executive employees or all covered
employees shall not constitute a material breach of the terms of the Agreement.

LifeVantage will pay all or a portion of the costs associated with the following company
employee benefit plans:

Life Insurance

Long Term Disability

Short Term Disability

Health Insurance

Dental Insurance

Vision Insurance

moooowe

5 Termination of Employment. Unless the Company requests otherwise in writing,
upon termination of your employment for any reason, you understand and agree that you shall be
deemed to have also immediately resigned from all positions as a key executive with the
Company (and its affiliates) as of your last day of employment (the “Termination Date™). Upon
termination of your employment for any reason, you shall receive payment or benefits from the
Company covering the following: (i) all unpaid salary and unpaid vacation accrued pursuant to
the paid time off policy through the Termination Date, (ii) any payments/benefits to which you
are entitled under the express terms of any applicable Company employee benefit plan, (iii) any
unreimbursed valid business expenses for which you have submitted properly documented
reimbursement requests, and (iv) your then outstanding equity compensation awards as governed
by their applicable terms (collectively, (i) through (iv) are the “Accrued Pay”). You may also
be eligible for other post-employment payments and benefits as provided in this Agreement.
Termination shall not be made until on or after the date of a “separation from service” within the
meaning of Code Section 409A.

(@  At-Will Employment. Your employment with the Company is at-will
and either you or the Company may terminate your employment at any time and for any reason
(or no reason), with or without Cause (as defined below), in each case subject to the terms and
provisions of this Agreement.

(b)  For Cause. For purposes of this Agreement, your employment may be
terminated by the Company for “Cause™ as a result of the occurrence of one or more of the
following:

@) acharge, through indictment or criminal complaint, entry of
pretrial diversion or sentencing agreement, or your conviction of, or a plea of guilty or nolo
contendere to, a felony or other crime involving moral turpitude, dishonesty or fraud, or any
other criminal arrest (for example D.U.1.) which the Company, in its discretion considers
inappropriate or harmful to its interests;

(i) your refusal, or inability to satisfactorily, in the judgment or your
supervisor, perform in any material respect your duties and responsibilities for the Company or

D
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your failure to comply in any material respect with the terms of this Agreement and the
Confidentiality Agreement and the policies and procedures of the Company;

(iii)  fraud or deceptive or illegal conduct in your performance of duties
for the Company;

(iv)  your material breach of any material term of this Agreement; or

(v)  any conduct by you which is materially injurious to the Company
or materially injurious to the business reputation of the Company or a Company affiliate.

In the event your employment is terminated by the Company for Cause you will be
entitled only to your Accrued Pay and you will be entitled to no other compensation from the
Company.

(c)  Without Cause. The Company may terminate your employment Without
Cause at any time and for any reason with notice. If your employment is terminated Without
Cause then, in addition to your Accrued Pay, you will be eligible to receive payments equal, in
the aggregate amount, to six months of your base salary as of the Termination Date. Such
payments shall be paid to you in cash, in substantially equal monthly installments payable over
the six (6) month period following your Termination Date; provided, however, the first payment
(in an amount equal to two (2) months of Base Salary) shall be made on the sixtieth (60th) day
following the Termination Date. As a condition to receiving (and continuing to receive) the
payments provided in this Section you must: (i) within not later than forty-five (45) days after
your Termination Date, execute (and not revoke) and deliver to the Company a Separation
Agreement in a form prescribed by the Company and such Separation Agreement shall include
without limitation a release of all claims against the Company and its affiliates along with a
covenant not to sue and (ii) remain in full compliance with such Separation Agreement and this
Key Executive Benefit Package.

(d)  Voluntary Termination. In the event you voluntarily terminate your
employment with the Company, you will be entitled to receive only your Accrued Pay. You will
be entitled to no other compensation from the Company.

G] Death or Disability. In the event your employment with the Company is
terminated due to your Disability, death or presumed death, then you or your estate will be
entitled to receive your Accrued Pay. For purposes of this plan, “Disability™ is defined to occur
when you are unable to engage in any substantial gainful activity by reason of any medically
determinable physical or mental impairment which can be expected to result in death or which
has lasted or can be expected to last for a continuous period of not less than twelve (12) months.

6. Proprietary Information and Inventions Agreement; Confidentiality. You will
be required, as a condition of your employment with the Company, to timely execute the
Company’s form of proprietary information and inventions agreement as may be amended from
time to time by the Company (“Confidentiality Agreement™).

7. Governing Law; Arbitration. To the extent not preempted by federal law, this
Agreement will be deemed a contract made under, and for all purposes shall be construed in
accordance with, the laws of Utah. Any controversy or claim relating to this Agreement or any

3
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breach thereof, and any claims you may have arising from or relating to your employment with
the Company, will be settled solely and finally by arbitration in Salt Lake City, Utah before a
single arbitrator and judgment upon such award rendered by the arbitrator may be entered in any
court having jurisdiction thereof, provided that this Section shall not be construed to eliminate or
reduce any right the Company or you may otherwise have to obtain a temporary restraining order
or a preliminary or permanent injunction to enforce any of the covenants contained in this
Agreement before the matter can be heard in arbitration.

8. Taxes. The Company shall have the right to withhold and deduct from any
payment hereunder any federal, state or local taxes of any kind required by law to be withheld
with respect to any such payment. The Company shall not be liable to you or other persons as to
any unexpected or adverse tax consequence realized by you and you shall be solely responsible
for the timely payment of all taxes arising from this Agreement that are imposed on you. This
Agreement is intended to comply with the applicable requirements of Code Section 409A and
shall be limited, construed and interpreted in a manner so as to comply therewith. Each payment
made pursuant to any provision of this Agreement shall be considered a separate payment and
not one of a series of payments for purposes of Code Section 409A. While it is intended that all
payments and benefits provided under this Agreement to you will be exempt from or comply
with Code Section 409A, the Company makes no representation or covenant to ensure that the
payments under this Agreement are exempt from or compliant with Code Section 409A. The
Company will have no liability to you or any other party if a payment or benefit under this
Agreement is challenged by any taxing authority or is ultimately determined not to be exempt or
compliant. In addition, if upon your Termination Date, you are then a “specified employee” (as
defined in Code Section 409A), then solely to the extent necessary to comply with Code Section
409A and avoid the imposition of taxes under Code Section 409A, the Company shall defer
payment of “nonqualified deferred compensation™ subject to Code Section 409A payable as a
result of and within six (6) months following your Termination Date until the earlier of (i) the
first business day of the seventh (7th) month following your Termination Date or (ii) ten (10)
days after the Company receives written confirmation of your death. Any such delayed payments
shall be made without interest. Additionally, the reimbursement of expenses or in-kind benefits
provided pursuant to this Agreement shall be subject to the following conditions: (1) the
expenses eligible for reimbursement or in-kind benefits in one taxable year shall not affect the
expenses eligible for reimbursement or in-kind benefits in any other taxable year; (2) the
reimbursement of eligible expenses or in-kind benefits shall be made promptly, subject to the
Company’s applicable policies, but in no event later than the end of the year after the year in
which such expense was incurred; and (3) the right to reimbursement or in-kind benefits shall not
be subject to liquidation or exchange for another benefit.

9. Entire Agreement. Except as otherwise specifically provided in this Agreement,
this Agreement, the offer letter between you and the Company dated the date hereof (and the
agreements referenced herein) contains all the legally binding understandings and agreements
between you and the Company pertaining to the subject matter of this Agreement and supersedes
all such agreements, whether oral or in writing, previously discussed or entered into between the
parties including without limitation any term sheets regarding your potential employment with
the Company. As a material condition of this Agreement, you represent that by entering into this
Agreement or by becoming a Company employee you are not violating the terms of any other
contract or agreement or other legal obligations that would prohibit you from performing your
duties for the Company. You further agree and represent that in providing your services to the

-4-
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Company you will not utilize or disclose any other entity’s trade secrets or confidential
information or proprietary information. You represent that you are not resigning employment or
relocating any residence in reliance on any promise or representation by the Company regarding
the kind, character, or existence of such work, or the length of time such work will last, or the
compensation therefor.

10.  Non-Competition and Non-Solicitation.

@ Non-solicitation of employees and consultants. During your
employment and for a period of two years after your employment terminates, you will not
directly or indirectly solicit or induce, or attempt to solicit or induce, any employee or consultant,
to include independent contractors, of the Company to quit their employment or cease rendering
services to the Company, unless you are specifically authorized to do so by the Company in
writing.

(b) Non-solicitation of Independent Distributors or Customers. To the
extent permitted under applicable law, and in order to protect the Confidential Information and
preserve the Company’s relationships with its prospects and customers, you agree that for a
period of two (2) years after your employment with the Company ends for any reason, you will
not directly or indirectly solicit any Independent Distributor, Preferred Customer or Direct Retail
Customer for another competing Network Marketing Venture consisting of nutritional
supplements or any other product (any product in the same generic product category as a
Company product is deemed to be competing (e.qg., any nutritional supplement is in the same
generic category as Company’s nutritional supplements, and is therefore a competing product,
regardless of differences in cost, quality, ingredients or nutrient content) or service of the
Company at the time of your termination with any prospect or customer of the Company. By
signing the Agreement, you acknowledge and agree that the Company is trying to protect
legitimate business interests by this prohibition and such prohibition is reasonable in its scope
and duration.

©) Non-Competition. You shall not, for a period of one (1) year after your
employment with the Company ends for any reason, engage in, advise or consult with, or accept
employment with any company, business or any entity, or contribute your knowledge to any
work or activity that involves a product, process, provision of services or distribution channel
(network marketing) as offered by the Company, the development and/or sales of nutritional
supplements, or any other product or service of the Company which is competitive with and the
same as or similar to a product, process, or provision of services or distribution channel (network
marketing) on which you worked or with respect to which you had access to confidential
information while with the Company. Following expiration of said one-year period, you shall
continue to be obligated under the confidential provisions of this Agreement and of your
proprietary information and inventions agreement not to disclose and/or use confidential
information so long as it shall remain proprietary or protectable as confidential or trade secret
information. You acknowledge that this restraint is reasonable as to time and geographic limits
and is necessary to protect the Company’s Confidential Information, and that it will not unduly
restrict your ability to secure suitable employment after leaving the Company.

(d) Modification By Court. If any court or arbitrator determines that any
post-employment restrictive covenant is unreasonable in any respect, you agree that the Court
may modify any unreasonable terms and enforce the agreement as modified.

5-
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(G] Extension of Non-Compete. For any period of time in which you are
found to be in violation of any of the above non-compete or non-solicitation agreements, that
period of time shall be added on to the length of the restriction or period of protection for the
Company.

) Notice to Subsequent Employers. You agree that the Company may
provide notice of your obligations under any provision of this Agreement to any company or
future employer of yours should the Company consider it necessary for the enforcement of those
obligations.

11.  Covenants. As a condition of this Agreement and to your receipt of any post-
employment benefits, you agree that you will fully and timely comply with all of the covenants
set forth in this subsection (which shall survive your termination of employment and termination
or expiration of this Agreement):

(@) ‘You will fully comply with all obligations under the Confidentiality
Agreement and further agree that the provisions of the Confidentiality Agreement shall
survive any termination or expiration of this Agreement or termination of your
employment or any subsequent service relationship with the Company:

(i) Within five (5) days of the Termination Date, you shall return to
the Company all Company confidential information including, but not limited to, intellectual
property, etc., and you shall not retain any copies, facsimiles or summaries of any Company
proprietary information;

(i) You will not at any time make (or direct anyone to make) any
disparaging statements (oral or written) about the Company, or any of its affiliated entities,
officers, directors, employees, stockholders, representatives or agents, or any of the Company’s
products or services or work-in-progress, that are harmful to their businesses, business
reputations or personal reputations;

(i) You agree that during the period of your employment with the
Company and thereafter, you will not utilize any trade secrets of the Company in order to solicit,
either on behalf of yourself or any other person or entity, the business of any client or customer
of the Company, whether past, present or prospective. The Company considers the following,
without limitation, to be its trade secrets: Financial information, administrative and business
records, analysis, studies, governmental nses, employee records (including but not limited to
counts and goals), prices, discounts, financials, electronic and written files of Company policies,
procedures, training, and forms, written or electronic work product that was authored, developed,
edited, reviewed or received from or on behalf of the Company during period of employment,
Company developed technology, software, or computer programs, process manuals, products,
business and marketing plans and or projections, Company sales and marketing data, Company
technical information, Company strategic plans, Company financials, vendor affiliations,
proprietary information, technical data, trade secrets, know-how, copyrights, patents, trademarks,
intellectual property, and all documentation related to or including any of the foregoing; and

(iv)  You agree that, upon the Company’s request and without any
payment therefore, you shall reasonably cooperate with the Company (and be available as
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necessary) after the Termination Date in connection with any matters involving events that
occurred during your period of employment with the Company.

(b)  You also agree that you will fully and timely comply with all of the
covenants set forth in this subsection (which shall survive your termination of employment and
termination or expiration of this Agreement):

(@ You will fully pay off any outstanding amounts owed to the
Company no later than their applicable due date or within thirty days of your Termination Date
(if no other due date has been previously established);

(i) Within five (5) days of the Termination Date, you shall return to
the Company all Company property including, but not limited to, computers, cell phones, pagers,
keys, business cards, etc.;

(iii)  Within thirty (30) days of the Termination Date, you will submit
any outstanding expense reports to the Company for expenses incurred prior to the Termination
Date; and

(iv)  As of the Termination Date, you will no longer represent that you
are an officer, director or employee of the Company and you will immediately discontinue using
your Company mailing address, telephone, facsimile machines, voice mail and e-mail;

(c) You agree that you will strictly adhere to and obey all Company rules,
policies, procedures, regulations and guidelines, including but not limited to those contained in
the Company’s employee handbook, as well any others that the Company may establish
including without limitation any policy the Company adopts on the recoupment of compensation
(“Clawback Policy™).

12.  Offset. Any severance or other payments or benefits made to you under this
Agreement may be reduced, in the Company’s discretion, by any amounts you owe to the
Company provided that any such offsets do not violate Code Section 409A.

13.  Notice. Any notice that the Company is required to or may desire to give you
shall be given by personal delivery, recognized overnight courier service, email, telecopy or
registered or certified mail, return receipt requested, addressed to you at your address of record
with the Company, or at such other place as you may from time to time designate in writing.
Any notice that you are required or may desire to give to the Company hereunder shall be given
by personal delivery, recognized overnight courier service, email, telecopy or by registered or
certified mail, return receipt requested, addressed to the Company’s General Counsel at its
principal office, or at such other office as the Company may from time to time designate in
writing. The date of actual delivery of any notice under this Section shall be deemed to be the
date of delivery thereof.

14.  Waiver; Severability. No provision of this Agreement may be amended or
waived unless such amendment or waiver is agreed to by you and the Company in writing and
such amendment or waiver expressly references this Section. No waiver by you or the Company
of the breach of any condition or provision of this Agreement will be deemed a waiver of a
similar or dissimilar provision or condition at the same or any prior or subsequent time. Except
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as expressly provided herein to the contrary, failure or delay on the part of either party hereto to
enforce any right, power, or privilege hereunder will not be deemed to constitute a waiver
thereof. In the event any portion of this Agreement is determined to be invalid or unenforceable
for any reason, the remaining portions shall be unaffected thereby and will remain in full force
and effect to the fullest extent permitted by law.

15.  Voluntary Agreement. You acknowledge that you have been advised to review
this Agreement with your own legal counsel and other advisors of your choosing and that prior to
entering into this Agreement, you have had the opportunity to review this Agreement with your
attorney and other advisors and have not asked (or relied upon) the Company or its counsel to
represent you or your counsel in this matter. You further represent that you have carefully read
and understand the scope and effect of the provisions of this Agreement and that you are fully
aware of the legal and binding effect of this Agreement. This Agreement is executed voluntarily
by you and without any duress or undue influence on the part or behalf of the Company.

16. Key-Man Insurance. The Company shall have the right to insure your life for the
sole benefit of the Company, in such amounts, and with such terms, as it may determine. All
premiums payable thereon shall be the obligation of the Company. You shall have no interest in
any such policy, but you agree to cooperate with the Company in taking out such insurance by
submitting to physical examinations, supplying all information required by the insurance
company, and executing all necessary documents, provided that no financial obligation is
imposed on you by any such documents.

ACKNOWLEDGED AND AGREED:

This day of ,2021. This day of ,2021.
LIFEVANTAGE CORPORATION KEY EXECUTIVE
2, .
g St K. Fift
BY: Michael Beindorff Name: Steven R. Fife

TITLE: Chairman, Compensation Committee
of the Board of Directors

-8-
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ExHIBITA
TARGET ANNUAL INCENTIVE

Name Title Target Annual Date
Incentive
Steven Fife Chief Financial Officer 50% 7112020 - 8/31/2020
Steven Fife President and CEO 70% Beginning 9/1/2020
-9-
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Borrower:  Lifevantage Corporation Lender: Zions Bancorporation, N.A. dba Zions First National
Lifeline Nutraceuticals Bank
3300 Triumph Bivd., Ste. 700 Salt Lake Commercial Banking
Lehi, UT 84043 One South Main Street, 3rd FI

Salt Lake City, UT 84133-1109

Principal Amount: $5,000,000.00 Date of Agreement: April 1, 2021
FOR VALUABLE CONSIDERATION, Lender and Borrower agree to the following change in Borrower's obligation:

DESCRIPTION OF EXISTING INDEBTEDNESS. This Agreement amends the terms and conditions of the loan evidenced by that certain Amended
and Restated Facility 1 Promissory Note dated February 1, 2019, executed by Borrower in the original principal amount of $5,000,000.00, with
an existing balance of $0.00, as amended, modified, supplemented, restated, renewed and extended to date (collectively, the “Note™). Each of
the Note and the Related Documents remains in full force and effect except as amended, modified and supplemented hereby, and this
Agreement does not discharge any amounts (including without limitation principal, accrued and unpaid interest, late fees or other fees, charges,
costs, expenses or any other sums) that may be due and payable to Lender as of the date hereof. Any such amounts shall remain due and
payable in accordance with the terms and conditions set forth in the Note and the Related Documents, except to the extent modified hereby, in
‘addition to any obligations set forth in this Agreement.

DESCRIPTION OF CHANGE IN TERMS. The Note and the Related Documents are modified and amended, effective s of the date hereof,
accordance with the terms and provisions stated in this Change in Terms Agreement. Capitalized terms used but not otherwise defined herein
shall have the respective meanings given to them in the loan agreement ("Loan Agreement”) between Borrower and Lender relating to the Note.

1) LATE CHARGE. If a payment under the Note is 10 days or more late, Borrower will be charged 5.00% of the regularly scheduled payment or
$50.00, whichever is greater.

2) The maturity date of the Note is extended from March 30, 2021 to March 31, 2024 and all references in the Note and Related Documents to
the maturity date are amended to "March 31, 2024,

3) In the Loan Agreement dated March 30, 2016, by and between Borrower and Lender, sub-section 1.35 under section 1. entitied Definitions,
is hereby and amended and restated as follows:

1.35 "Maturity Date” means March 31, 2024.

4) In the Loan Agreement dated March 30, 2016, by and between Borrower and Lender, sub-section (a) under the section 6.2 entitied Financial
Statements and Reports, shall be deleted in its entirety and replaced as follows:

(a) Lifevantage Corporation shall provide annual consolidated financial statements of the Borrowers and its subsidiaries for each fiscal year, to
be delivered within ninety (90) days of the end of Borrower's fiscal year, and to be accompanied by an unqualified (except for qualifications
relating to changes in accounting principles o practices reflecting changes in GAAP) audit report. with no going concem qualifier, certified by
independent certified public accountants reasonably acceptable to Lender. Financials shall include a consolidating balance sheet and income
statement which is broken down by each of the Borrower's subsidiaries including any inter-company eliminations.

5) In the Loan Agreement dated March 30, 2016, by and between Borrower and Lender, sub-section (a) enlitied “Fixed Charge Coverage
Ratio", sub-section (b) entitied "Minimum Working Capital", and sub-section (c) entitied "Debt to EBITDA" under section 6.3 entitied Financial
Covenants shall be eleted in their entirsty and replaced as follows:

(a) Fixed Charge Coverage Ratio. Lifevantage Corporation shall maintain a minimum Fixed Charge Coverage Ratio of 1.10 to 1.00. Fixed Charge
Coverage Ratio shall be determined for the Borrower and its subsidiaries on a consolidated basis. Fixed Charge Coverage Ratio means, for any
period, the ratio of (a) eamings before interest expense, income tax expense, depreciation expense and amortization expense plus non-cash
stock compensation and non-cash foreign curency expenses, minus the sum of unfinanced portion of capital expenditures, stock repurchases,
income tax expense paid in cash (or, if applicable, cash distributions to equity holders o pay income tax expense atiributable solely to their
‘equity interests in Borrower), dividends or other distributions paid in cash, and loans or advances to, investments in, or receivabies from (i) any
affiliate of Borrower or (i) any third-party if such loan, advance, investment or receivable is outside Borrower's ordinary course of business to (b)
the greater of (i) $1,800,000 or (i) the sum of interest expense paid in cash, prior period current maturities of long term debt and capital lease
obligations, all calculated for the Borrower (and its subsidiaries on a consolidated basis).This ratio will be measured as of the end of each fiscal
quarter on a traing 12 month basis.

(b) Working Capital. Lifevantage Corporation shall maintain Working Capital greater than or equal to $6,000,000, measured quarterly on a
trailing 12-month basis. Working Capital shall be defined as current assets minus current liabilities.

(c) Debt to Tangible Net Worth Ratio. Lifevantage Corporation shall maintain a Debt to Tangible Net Worth Ratio not in excess of 2.00 to 1.00.
Debt to Tangible Net Worth Ratio is defined as Borrower's total liabilties to Borower's Tangible Net Worth. Tangible Net Worth is defined as
total assets excluding all intangible assets (e.g. goodwill, trademarks, patents, employee advances, shareholder notes receivable, copyrights,
organizational expenses, and similar intangible items, but including leaseholds and leasehold improvements) less total liabilities. This ratio is to
be maintained at all times, and will be measured as of the end of each fiscal quarter.

6) A new section is hereby added in the Loan Agreement dated March 30, 2016, between Borrower and Lender, entitied “Dividends™ under
section 6. entitied Borrower's Covenants as follows:

Dividends. Lifevantage Corporation covenants and agrees with Lender that, Lifevantage Corporation shall not declare or pay dividends, without
Lender's prior written approval, measured annually.

7) In the Loan Agreement dated March 30, 2016, by and between Borrower and Lender, section 1.23 entitied “Fixed Charge Coverage Ratio”,
under section 1. entitied Definitions shall be deleted in its entirety.
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8) The variable interest rate provided in the Note is modified to be the variable rate as described in the VARIABLE INTEREST RATE section
below.

9) The minimum interest rate on the Note (sometimes referred to as the “floor”) is the rate as described in the VARIABLE INTEREST RATE
section below. Under no circumstances will the Interest rate on the Note be less than the minimum interest rate.

Il pay this loan in one payment of all outstanding principal plus all accrued unpaid interest on March 31, 2024. In
pay regular quarterly payments of all accrued unpaid interest due as of each payment date, beginning June 30, 2021,
with all subsequent interest payments to be due on the same day of each quarter after that.

VARIABLE INTEREST RATE. The interest rate on this loan is subject to change from time to time based on changes in an independent index
which s the one month United States Treasury Rate. Lender's One-Month United States Treasury Rate shall mean the rate per annum which is
the Weekly Average Yield on United States Treasury Securities, adjusted to a constant maturity of one (1) Month as published in the Federal
Reserve Statistical Release H.15 (519) (the “Index"). The Index is not necessarily the lowest rate charged by Lender on its loans. Lender will
tell Borrower the current Index rate upon Borrower's request. The interest rate change will not ocour more often than each month. Borrower
understands that Lender may make loans based on other rates as well. The Index currently is 0.010% per annum. Interest on the unpaid
principal balance of this loan will be calculated as described in the "INTEREST CALCULATION METHOD" paragraph using a rate of 3.000
percentage points over the Index (the "Margin®), adjusted if necessary for any minimum and maximum rate limitations described below, resulting
in an initial rate of 4.000% per annum based on a year of 360 days. If the Interest Rate is calculated with any LIBOR or LIBOR/Swap rate index,
if Lender determines, in its sole discretion, that the LIBOR base rate (LIBOR Index’) (i) has been or imminently will be discontinued, (i) is no
longer an industry-accepted reference rate for loans of a similar type to the Loan and/or has been superseded by an alternative reference rate, or
(i) s no longer representative or may not be used pursuant to a public statement by the administrator of the LIBOR Index or other regulatory
authority (e.g., the Federal Reserve), in each case with respect to any type of loan or transaction, then Lender may select an alternative
reference rate, which may reflect adjustments to the related spread or margin (collectively, the “Substitute Index Rate"), to be used in lieu of the
LIBOR-based interest rate set forth in the Note and/or this Agreement (the “Pre-Substitute Rate”). Lender and Borrower acknowledge that the
discontinuation of the LIBOR Index s a future event over which neither Lender nor Borrower has influence but which will necessariy affect the
Pre-Substitute Rate. Accordingly, Lender shall use reasonable efforts to select a Substitute Index Rate that Lender in good faith believes is a
practical means of preserving the parties' intent relative to the economics of the Pre-Substitute Rate. Notwithstanding the foregoing, the parties
acknowledge that, initially and/or over time, the Substitute Index Rate will differ from the Pre-Substitute Rate. In selecting the Substitute Index
Rate, Lender shall consider to what extent and the manner in which industry-accepted substitutes for the LIBOR Index have been established,
and the parties acknowiedge that different Substitute Index Rates may be selected for different types of loans and transactions. Borrower
agrees that Lender shall not be liable in any manner for its selection of a Substitute Index Rate, provided that Lender makes such selection in
good faith. The Substitute Index Rate shall be used in lieu of the Pre-Substitute Rate, and all references in this Note to the Pre-Substitute Rate
shall be deemed to refer to the Substitute Index Rate, effective as of the date specified by Lender in a written notice given by Lender to
Borrower. To the extent practicable, such notice shall be given at least 30 days prior to the effective date. The Substitute Index Rate shall
remain in effect from the effective date set forth in such notice until the Maturity Date, as such may be extended, unless such an instance
occurs where the Substitute Index Rate is no longer available, in which case the provisions of this section will again apply for purposes of
replacing the Substitute Index Rate. NOTICE: Under no circumstances will the interest rate on this loan be less than 4.000% per annum or
more than the maximum rate allowed by applicable law.

INTEREST CALCULATION METHOD. Interest on this loan is computed on a 365/360 basis; that is, by applying the ratio of the interest rate over
a year of 360 days, multiplied by the outstanding principal balance, multiplied by the actual number of days the principal balance is outstanding.
All interest payable under this loan is computed using this method. This calculation method results in a higher effective Interest rate than the
numeric interest rate stated in the loan documents.

CCONTINUING VALIDITY. Except as expressly changed by this Agreement, the terms of the original obligation or obligations, including all
‘agreements evidenced or securing the obligation(s), remain unchanged and in ful force and effect. Consent by Lender to this Agreement does
not waive Lender's right to strict performance of the obligation(s) as changed, nor obligate Lender to make any future change in terms. Nothing
in this Agreement will constitute a satisfaction of the obligation(s). It is the intention of Lender to retain as liable parties all makers and
‘endorsers of the original obligation(s), including accommodation parties, unless a party is expressly released by Lender in writing. Any maker or
endorser. including accommodation makers, will not be released by virlue of this Agreement. If any person who signed the original obligation
does not sign this Agreement below, then all persons signing below acknowledge that this Agreement is given conditionally, based on the
representation to Lender that the non-signing party consents to the changes and provisions of this Agreement or otherwise will not be released
by it. This waiver applies not only to any initial extension, modification or release, but aiso to all such subsequent actions.

WAIVER OF DEFENSES AND RELEASE OF CLAIMS. The undersigned hereby (i) represents that neither the undersigned nor any affiliate or
principal of the undersigned has any defenses to or setoffs against any Indebtedness or other obligations owing by the undersigned, or by the
undersigned's affliates or principals, to Lender or Lender's affiliates (the “Obligations"), nor any claims against Lender or Lender's affiliates for
any matter whatsoever, related or unrelated to the Obligations, and (i releases Lender and Lender's affiliates, officers, directors, employees and
agents from all claims, causes of action, and costs, in law or equity, known or unknown, whether or not matured or contingent, existing as of
the date hereof that the undersigned has or may have by reason of any matter of any conceivable kind or character whatsoever, related or
unrelated to the Obligations, including the subject matter of this Agreement. The foregoing release does not apply, however, to claims for future
performance of express contractual obligations that mature after the date hereof that are owing to the undersigned by Lender or Lender’s
affiiates. As used in this paragraph, the word “undersigned” does not include Lender or any individual signing on behalf of Lender. The
undersigned acknowledges that Lender has been induced to enter into or continue the Obligations by, among other things, the waivers and
releases in this paragraph.

ERRORS AND OMISSIONS. Borrower hereby agrees that it will, within ten (10) days of a request by Lender, comply with any request by Lender
to comect documentation errors, omissions or oversights, if any, that occur in any documentation relating to this loan.

UNLAWFUL USE MARIJUANA, CONTROLLED SUBSTANCES AND PROHIBITED ACTIVITIES. The undersigned shall not use, occupy, o permit
the use or occupancy of any Property or Collateral by the undersigned or any lessee, tenant, licensee, permitee, agent, or any other person in
any manner that would be a violation of any applicable federal, state or local law or reguiation, regardiess of whether such use or occupancy is
lawful under any conflicting law, including without limitation any law relating to the use, sale, possession, cultivation, manufacture, distribution
o marketing of any controlled substances or other contraband (whether for commercial, medical, or personal purposes), or any law relating to
the use or distribution of marijuana (collectively, "Prohibited Activities™). Any lease, license, sublease or other agreement for use, occupancy o
possession of any Property or Collateral (collectively a “lease") with any third person (‘lessee") shall expressly prohibit the lessee from engaging
or permitting others to engage in any Prohibited Activities. The undersigned shall upon demand provide Lender with a written statement setting
forth its compliance with this section and stating whether any Prohibited Activities are or may be ocourting in, on or around the Property or
Collateral. If the undersigned becomes aware that any lessee is likely engaged in any Prohibited Activities, The undersigned shall, in compliance
with applicable law, terminate the applicable lease and take all actions permitted by law to discontinue such activities. The undersigned shall
keep Lender fully advised of its actions and plans to comply with this section and to prevent Prohibited Activities.
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This section is a material consideration and inducement upon which Lender relies in extending credit and other financial accommodations to the.
undersigned. Failure by the undersigned to comply with this section shall constitute a material non-curable Event of Default. Notwithstanding
anything in this agreement, the Note or Related Documents regarding rights to cure Events of Default, Lender is entitied upon breach of this
‘section to immediately exercise any and all remedies under this agreement, the Note the Related Documents, and by law.

In addition and not by way of limitation, the undersigned shall indemnify, defend and hold Lender harmless from and against any loss, claim,
damage, liability, fine, penalty, cost or expense (including attomeys' fees and expenses) arising from, out of or related to any Prohibited
Activities at or on the Property or Collateral, Prohibited Activities by the undersigned or any lessee of the Property or Collateral, or the
undersigned's breach, violation, or failure to enforce or comply with any of the covenants set forth in this section. This indemnity includes,
without limitation any claim by any govermental entity or agency, any lessee, or any third person, including any govemmental action for seizure
or forfeiture of any Property or Collateral (with or without compensation to Lender, and whether or not Property or Coliateral is taken free of or
subject to Lender's lien or security interest). As used in this section, the word "undersigned” does not include Lender or any individual signing
‘on behalf of Lender.

DOCUMENT IMAGING. Lender shall be entitied, in its sole discretion, to image or make copies of all or any selection of the agreements,
instruments, documents, and items and records goveming, arising from or relating to any of Borrower's loans, including, without limitation, this
document and the Related Documents, and Lender may destroy or archive the paper originals. The parties hereto (i) waive any right to insist or
require that Lender produce paper originals, (i) agree that such images shall be accorded the same force and effect as the paper originals, (i
agree that Lender is entitled to use such images in lieu of destroyed or archived originals for any purpose, including as admissible evidence in
any demand, presentment or other proceedings, and (iv) further agree that any executed facsimile (faxed), scanned, or other imaged copy of this
document or any Related Document shall be deemed to be of the same force and effect s the original manually executed document.

REPORTING NEGATIVE INFORMATION. We (Lender) may report information about your (Borrower's) account to credit bureaus. Late payments,
missed payments, or other defaults on your account may be reflected in your credit report.

VARIABLE RATE FLOOR. Notwithstanding anything to the contrary herein, if the interest rate is calculated with any variable rate index other
than Wall Street Joumal Prime or Lender's Prime, then under no circumstances will the Index be less than one percent (1%) per annum. If the
interest rate is calculated with either Wall Street Joumal Prime or Lender's Prime, then under no circumstances will the Index be less than four
percent (4%) per annum. To the extent there is an interest rate floor described in the VARIABLE INTEREST RATE paragraph which s different
than the interest rate fioor described in this paragraph, then the interest rate floor amount set forth in the VARIABLE INTEREST RATE paragraph
shall be appiicable. Notwithstanding the foregoing or anything else to the contrary herein, at ail times an interest rate hedging transaction
effect with respect to this Note this paragraph shall not apply. For avoidance of doubt, this paragraph shall not apply to the extent the interest
rate on this Note is a fixed rate.

CREATION OF TRUSTS, AND TRANSFERS TO TRUSTS. This paragraph shall apply in instances where this Agreement is goveed by Utah law.
Neither Borrower nor any Guarantor shall create as settior any trust, or transfer any assets into any trust, without giving written nofice to
Lender at least ninety (90) days prior to such creation or transfer. That notice shall describe in reasonable detail the trust to be created and/or
the asset transfer to be made. Failure by any such settior to provide that notice shall be an event of default under this instrument and the Loan.

Neither Borrower nor any Guarantor shall create as settior any actual or purported spendthrift trust, asset protection trust or any other trust
intended by its terms or purpose (or having the effect) to protect assets from creditors or to limit the rights of existing or future creditors (an
“Asset Protection Trust") without the prior written consent of Lender. Lender may withhold that consent in its sole discretion. Creation of any
Asset Protection Trust, and each transfer of assets thereto, by any such settior without Lender's prior written consent:

(a) shall be an event of default under this instrument and the Loan,

(b) shal have the effect of, and shall be deemed as a matter of law, regardiess of that settior’s solvency, of having been made by that
settior with the actual intent of hindering and delaying and defrauding Lender as that settior’s creditor, and

(c) shall constitute a fraudulent transfer that is unenforceable and void (not merely voidable) as against Lender.
With respect to each such fraudulent transfer, Lender shall have all the rights and remedies provided by state frauduent transfer laws, or
otherwise provided at law or equity. Lender shall have the right to obtain an ex parte court order directing the trusiee of the Asset Protection
Trust to give Lender written notice a reasonable time (of no less than ten business days) prior to making any distribution from said trust.
Nothing in this paragraph shall imit or affect any rights or remedies otherwise provided to Lender by law, equity or any contract.
LIBOR INDEX RATE SUBSTITUTION. If the Interest Rate s calculated with any LIBOR or LIBOR/Swap rate index, if Lender etermines, in its sole
discretion, that the LIBOR base rate (‘LIBOR Index’) (i) has been or imminently will be discontinued, (i) is no longer an industry-accepted
reference rate for loans of a similar type to the Loan and/or has been superseded by an altenative reference rate, or (ii) s no longer
representative or may not be used pursuant to a public statement by the administrator of the LIBOR Index or other regulatory authority (e.g., the
Federal Reserve), in each case with respect to any type of loan or transaction, then Lender may select an altemative reference rate, which may
reflect adjustments to the related spread or margin (collectively, the “Substitute Index Rate), to be used in lieu of the LIBOR-based interest rate
set forth in the Note and/or this Agreement (the “Pre-Substitute Rate).
Lender and Borrower acknowledge that the discontinuation of the LIBOR Index is a future event over which neither Lender nor Borrower has
influence but which will necessarily affect the Pre-Substitute Rate. Accordingly. Lender shall use reasonable efforts o select a Substitute Index
Rate that Lender in good faith believes is a practical means of preserving the parties’ intent relative to the economics of the Pre-Substitute Rate.
Notwithstanding the foregoing, the parties acknowledge that, initially and/or over time, the Substitute Index Rate will differ from the
Pre-Substitute Rate. In selecting the Subsiitute Index Rate, Lender shall consider to what extent and the manner in which industry-accepted
substitutes for the LIBOR Index have been established, and the parties acknowledge that different Substitute Index Rates may be selected for
different types of loans and transactions. Borrower agrees that Lender shall not be liable in any manner for its selection of a Substitute Index
Rate, provided that Lender makes such selection in good faith.
The Substitute Index Rate shall be used in lieu of the Pre-Substitute Rate, and all references in this Note to the Pre-Substitute Rate shall be
deemed to refer to the Substitute Index Rate, effective as of the date specified by Lender in a written notice given by Lender to Borrower. To
the extent practicable, such notice shall be given at least 30 days prior to the effective date. The Substitute Index Rate shall remain in effect
from the effective date set forth in such nofice until the Maturity Date, as such may be extended, unless such an instance occurs where the
Subsitute Index Rate is no longer avallable, in which case the provisions of this section will again apply for purposes of replacing the Substitute
Index Rate.
ORIGINALLY EXECUTED DOCUMENTS. As an express condition to Lender making the Loan and any Loan advance(s) to Borrower based upon
Lenders receipt of fully-executed imaged copies of the Loan Documents, Borrower shall deliver to Lender fully-executed Loan documents with
original hand-written signatures (i.e., wet signatures) of all Loan Parties on or before 30 days from the date of this Agreement, and Borrower's
failure to do s0 on or before such date shall constitute an Event of Default under this Agreement and the Related Documents. Notwithstanding
the foregoing, Borrower and Lender agree that the this Agreement and the Related Documents may be signed and transmitied by electronic mail
of a PDF document and thereafter maintained in imaged or electronic form, and that such imaged or elecironic record shall be valid and
effective to bind the party so signing as a paper copy bearing such party's hand-written signature. Borrower and Lender further agree that the
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signatures appearing on this Agreement and the Related Documents (whether in imaged, e-signed or other electronic format) shall be treated, for
purpose of validity, enforceability and admissibilty, the same as hand-written signatures. This Agreement and the Related Documents may be
‘executed in one or more counterparts, each of which shall be an original, and all of which together shall constitute a single instrument.

FINAL AGREEMENT. Borrower understands that this Agreement and the reiated loan documents are the final expression of the agreement
between Lender and Borrower and may not be contradicted by evidence of any alleged oral agreement.

PRIOR TO SIGNING THIS AGREEMENT, EACH BORROWER READ AND UNDERSTOOD ALL
INCLUDING THE VARIABLE INTEREST RATE PROVISIONS. EACH BORROWER AGREES TO THE TERMS OF THE

BORROWER:

UFEVARTARE S, TION
ﬁwaumlf"

Dﬁsmmks%" CEO of Lifevantage Corporation

ERGTREEEUTI
E xﬁﬁucowoﬁnm
“Steven R Filer
Corporation

CEO of Lifeline Nutraceuticals

LENDER:

THE PROVISIONS OF THIS AGREEMENT,
AGREEMENT.

ZIONS BANCORPORATION, N.A. DBA ZIONS FIRST NATIONAL BANK

x Paticck Fo

Authorized Signer U
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