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PROSPECTUS
 

Local Bounti Corporation
Up to 7,587,531 Shares of Common Stock

 
 

This prospectus relates to the offer and sale from time to time by the selling stockholders named in this prospectus (the “Selling Stockholders”) of up to
7,587,531 shares of our common stock, par value $0.0001 per share (the “Common Stock”). The shares of Common Stock covered by this prospectus were
previously issued by us, of which (1) 5,654,600 shares of Common Stock was issued in connection with the Pete’s Acquisition (as defined below). and
(2) 1,932,931 shares of Common Stock issued in connection with our First Amendment to Credit Agreements and Subordination Agreement among us,
certain other of our subsidiaries, and Cargill Financial Services International, Inc. (the “Cargill Financial”), dated as of March 14, 2022. On April 4, 2022,
Local Bounti closed the transactions contemplated by: (a) a Purchase and Sale Agreement (the “PSA”) dated March 14, 2022 by and among (i) the
Hollandia Produce Group, Inc. Employee Stock Ownership Trust (the “Share Seller”), (ii) Mosaic Capital Investors I, LP, a Delaware limited partnership
(“Mosaic”), True West Capital Partners Fund II, L.P. f/k/a Seam Fund II, L.P., a Delaware limited partnership (“TWC” and collectively with Mosaic and
the Share Seller, the “Sellers” and each individually, a “Seller”), (iii) Mosaic Capital Investors LLC, a Delaware limited liability company (the “Sellers’
Representative”), solely in its capacity as Sellers’ Representative, (iv) Hollandia Produce Group, Inc., a California corporation (the “Target” or “Pete’s”),
(v) Local Bounti Operating Company LLC, a Delaware limited liability company and a wholly-owned subsidiary of the Company (“Purchaser”), and
(vi) the Company, pursuant to which Purchaser acquired all of the issued and outstanding shares of capital stock and rights to acquire capital stock of the
Target at the closing of the transactions contemplated by the PSA, the Georgia UPA (as defined below) and the Georgia Corporation PSA (as defined
below) (the “Closing”), (b) a Unit Purchase Agreement (the “Georgia UPA”) dated March 14, 2022 by and among the Company, Purchaser and each of the
holders of Class B Common Units of the Georgia Company (each, a “Georgia Share Seller”), providing for the acquisition by Purchaser at the Closing of
all of the issued and outstanding Class B Common Units of Hollandia Produce GA, LLC, a Delaware limited liability company, and a majority-owned
subsidiary of the Target (the “Georgia Company”), and (c) a Stock Purchase Agreement (the “Georgia Corporation PSA,” and collectively with the
Georgia UPA and the PSA, the “Purchase Agreements”) dated March 14, 2022 by and among the Company, Purchaser, Mosaic and TWC (Mosaic and
TWC, together with the Sellers and the Georgia Share Sellers, the “Selling Parties”), providing for the acquisition by Purchaser at the Closing of all of the
issued and outstanding shares of capital stock of Hollandia Produce GA Investor Corporation, a Delaware corporation (the “Georgia Corporation”),
holding all of the issued and outstanding Series A Preferred Units of the Georgia Company. Pursuant to the Purchase Agreements, the Company (through
Purchaser) acquired all of the equity interests and rights to acquire equity interests of the Target and its subsidiaries, including the minority interest in the
Georgia Company not owned by the Target, from the Selling Parties (collectively, the “Pete’s Acquisition”).

We are registering the securities described above for resale pursuant to, among other things, the Selling Stockholders’ registration rights under certain
agreements between us and the Selling Stockholders. Our registration of the securities covered by this prospectus does not mean that either we or the
Selling Stockholders will issue, offer or sell, as applicable, any of the securities. The Selling Stockholders may offer, sell or distribute all or a portion of
the securities hereby registered publicly or through private transactions at prevailing market prices or at negotiated prices. We provide more information
about how the Selling Stockholders may sell or otherwise dispose of their shares of Common Stock in the section entitled “Plan of Distribution” on page
146 of this prospectus. We will bear all costs, expenses and fees in connection with the registration of these shares, including with regard to compliance
with state securities or “blue sky” laws. The Selling Stockholders will bear all commissions and discounts, if any, attributable to their sale of shares of
Common Stock.

Our Common Stock and Public Warrants are listed on the New York Stock Exchange under the symbols “LOCL” and “LOCL WS,” respectively. On June
24, 2022, the last reported sales price of the Common Stock was $3.43 per share and the last reported sales price of our Public Warrants was $0.5537 per
warrant.

We are an “emerging growth company” as defined in Section 2(a) of the Securities Act of 1933, as amended, and, as such, have elected to comply with
certain reduced disclosure and regulatory requirements.

Investing in our securities involves risks. See the section entitled “Risk Factors” beginning on page 7 of this prospectus
to read about factors you should consider before buying our securities.
 

 
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is June 27, 2022.
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You should rely only on the information provided in this prospectus, as well as the information incorporated by reference into this prospectus
and any applicable prospectus supplement. Neither we nor the Selling Stockholders have authorized anyone to provide you with different
information. Neither we nor the Selling Stockholders are making an offer of these securities in any jurisdiction where the offer is not permitted.
You should not assume that the information in this prospectus, any applicable prospectus supplement or any documents incorporated by
reference is accurate as of any date other than the date of the applicable document. Since the date of this prospectus and the documents
incorporated by reference into this prospectus, our business, financial condition, results of operations and prospects may have changed.
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 ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-1 that we filed with the Securities and Exchange Commission (the “SEC”) using the “shelf”
registration process. Under this shelf registration process, the Selling Stockholders may, from time to time, sell the securities offered by them described in
this prospectus. We will not receive any proceeds from the sale by such Selling Stockholders of the securities offered by them described in this prospectus.

Neither we nor the Selling Stockholders have authorized anyone to provide you with any information or to make any representations other than those
contained in this prospectus or any applicable prospectus supplement or any free writing prospectuses prepared by or on behalf of us or to which we have
referred you. Neither we nor the Selling Stockholders take responsibility for, and can provide no assurance as to the reliability of, any other information
that others may give you. Neither we nor the Selling Stockholders will make an offer to sell these securities in any jurisdiction where the offer or sale is not
permitted.

We may also provide a prospectus supplement or post-effective amendment to the registration statement to add information to, or update or change
information contained in, this prospectus. You should read both this prospectus and any applicable prospectus supplement or post-effective amendment to
the registration statement together with the additional information to which we refer you in the sections of this prospectus entitled “Where You Can Find
More Information.”

Unless the context indicates otherwise, references in this prospectus to the “Company,” “Local Bounti,” “we,” “us,” “our” and similar terms refer to Local
Bounti Corporation (f/k/a Leo Holdings III Corp) and its consolidated subsidiaries. References to “Leo” refer to our predecessor company prior to the
consummation of the Business Combination.
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CERTAIN DEFINED TERMS

Unless the context otherwise requires, references in this prospectus to:
 

 •  “A&R Warrant Agreement” refers to the warrant agreement dated November 19, 2021, by and between the Company and Continental
Stock Transfer & Trust Company, as warrant agent;

 

 •  “Business Combination” are to the Domestication, the Mergers and other transactions contemplated by the Merger Agreement, collectively,
including the PIPE Financing;

 

 •  “Class A ordinary shares” are to the Class A ordinary shares, par value $0.0001 per share, of Leo, which automatically converted, on a
one-for-one basis, into shares of Common Stock in connection with the Domestication;

 

 •  “Closing” are to the closing of the Business Combination;
 

 •  “Closing Date” means November 19, 2021;
 

 •  “Continental” are to Continental Stock Transfer & Trust Company;
 

 •  “Convertible Notes” are to the convertible promissory notes issued by Local Bounti in favor of certain holders of Convertible Notes;
 

 •  “Domestication” are to the transfer by way of continuation and deregistration of Leo from the Cayman Islands and the continuation and
domestication of Leo as a corporation incorporated in the State of Delaware;

 

 •  “Employee Stock Purchase Plan” are to the Local Bounti Corporation 2021 Employee Stock Purchase Plan;
 

 •  “Equity Incentive Plan” are to the Local Bounti Corporation 2021 Equity Incentive Plan;
 

 

•  “Founder Shares” are to the 6,875,000 Class B ordinary shares, par value $0.0001 per share that were initially issued to our Sponsor in a
private placement prior to our initial public offering and of which 60,000 shares were transferred to Mses. Lori Bush, Mary E. Minnick and
Mark Masinter (20,000 shares each), and 45,000 shares were transferred to Messrs. Scott Flanders, Imran Khan and Scott McNealy (15,000
each) in February 2021, and, in connection with the Domestication, automatically converted, on a one-for-one basis, into shares of Common
Stock;

 

 •  “initial public offering” are to Leo’s initial public offering that was consummated on March 2, 2021;
 

 •  “initial shareholders” are to Sponsor and each of Mses. Lori Bush and Mary E. Minnick and Messrs. Mark Masinter, Scott Flanders, Imran
Khan and Scott McNealy;

 

 
•  “private placement warrants” are to the 5,333,333 private placement warrants outstanding as of the date of this prospectus that were issued

to the Sponsor simultaneously with the closing of Leo’s initial public offering in a private placement at a price of $1.50 per warrant. Each
private placement warrant is exercisable for one share of Common Stock at a price of $11.50;

 

 •  “public warrants” are to the currently outstanding 5,500,000 redeemable warrants to purchase Common Stock;
 

 •  “Legacy Local Bounti” are to Local Bounti Corporation, a Delaware corporation, prior to the consummation of the Business Combination;
 

 •  “Merger Agreement” are to that certain Agreement and Plan of Merger, dated June 17, 2021, by and among Leo, Merger Sub 1, Merger
Sub 2, and Local Bounti, as it may be amended and supplemented from time to time;

 

 •  “Mergers” are to the First Merger and Second Merger, collectively;
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•  “First Merger” are to the merger of Merger Sub 1 with and into Local Bounti pursuant to the Merger Agreement, with Local Bounti as the

surviving company in the First Merger and, after giving effect to such First Merger, Local Bounti becoming a wholly-owned subsidiary of
Leo;

 

 •  “Merger Sub 1” are to Longleaf Merger Sub, Inc., a Delaware corporation and wholly-owned subsidiary of Leo prior to the consummation
of the Business Combination;

 

 •  “Merger Sub 2” are to Longleaf Merger Sub II, LLC, a Delaware limited liability company and wholly-owned subsidiary of Leo prior to the
consummation of the Business Combination;

 

 •  “Board” are to the board of directors of Local Bounti;
 

 •  “Common Stock” are to the common stock, par value $0.0001 per share, of Local Bounti;
 

 •  “NYSE” are to the New York Stock Exchange;
 

 
•  “PIPE Financing” are to the transactions contemplated by the Subscription Agreements, pursuant to which the PIPE Investors subscribed for

an aggregate of 15,000,000 shares of Bounti Common Stock for an aggregate purchase price of $150.0 million which was consummated in
connection with Closing;

 

 •  “PIPE Investors” means the investors that have signed the Subscription Agreements;
 

 •  “SEC” are to the Securities and Exchange Commission;
 

 •  “Second Merger” are to the merger of the surviving corporation in the First Merger with and into Merger Sub 2, with Merger Sub 2 surviving
the merger as a wholly owned subsidiary of Leo, to occur immediately after the First Merger;

 

 •  “Securities Act” are to the Securities Act of 1933, as amended;
 

 •  “Sponsor” are to Leo Investors III LP, a Cayman Islands exempted limited partnership;
 

 •  “Subscription Agreements” are to the subscription agreements, entered into by Leo and each of the PIPE Investors in connection with the
PIPE Financing;

 

 •  “transfer agent” are to Continental;
 

 •  “trust account” are to the trust account established at the consummation of Leo’s initial public offering that holds the proceeds of the initial
public offering and is maintained by Continental, acting as trustee; and

 

 •  “units” are to the units of Leo, each unit representing one Class A ordinary share and one-fifth of one warrant to acquire one Class A
ordinary share, that were offered and sold by Leo in its initial public offering and in its concurrent private placement.
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 CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and any accompanying prospectus supplement contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), that
are forward-looking and as such are not historical facts. These forward-looking statements include, without limitation, statements regarding the benefits of
the Business Combination, future financial performance, business strategies, expansion plans, future operations, future operating results, estimated
revenues, losses, projected costs, prospects, plans and objectives of management. These forward-looking statements are based on our management’s
current expectations, estimates, projections and beliefs, as well as a number of assumptions concerning future events, and are not guarantees of
performance. Such statements can be identified by the fact that they do not relate strictly to historical or current facts. When used in this prospectus and
any accompanying prospectus supplement, words such as “outlook,” “believes,” “expects,” “potential,” “continues,” “may,” “will,” “should,” “would,”
“could,” “seeks,” “approximately,” “predicts,” “intends,” “plans,” “estimates,” “anticipates,” “projects” or the negative version of these words or other
comparable words or phrases, may identify forward-looking statements, but the absence of these words does not mean that a statement is not forward-
looking. The following factors among others, could cause actual results and future events to differ materially from those set forth or contemplated in the
forward- looking statements:
 

 

•  Local Bounti is an early-stage company with a history of losses and expects to incur significant expenses and continuing losses for the
foreseeable future. Local Bounti has only recently started to generate revenue and its ability to continue to generate revenue is uncertain
given Local Bounti’s limited operating history. Local Bounti may never achieve or sustain profitability. Local Bounti’s business could be
adversely affected if it fails to effectively manage its future growth.

 

 •  Local Bounti will require additional financing to achieve its goals, and a failure to obtain this necessary capital when needed on acceptable
terms, or at all, may force Local Bounti to delay, limit, reduce or terminate its operations and future growth.

 

 •  The liabilities, risks and costs associated with the Pete’s Acquisition and the integration of Pete’s operations with our own operations may
detract from our core CEA operations.

 

 

•  Local Bounti’s plans and strategic initiatives for Pete’s assume it will be able to successfully integrate Pete’s business, implement its
technologies into Pete’s existing greenhouse facilities and utilize Pete’s existing customer and distribution channels; however, various factors
both outside and within Local Bounti’s control may affect its ability to successfully do so, and, if Local Bounti is unsuccessful in integrating
Pete’s operations into its own, the Company may never realize the anticipated benefits of the Pete’s Acquisition.

 

 •  Local Bounti currently relies on a limited number of facilities for its operations.
 

 •  Local Bounti’s first facility has been in operation at commercial capacity for less than 18 months, which makes it difficult to forecast future
results of operations.

 

 •  Local Bounti’s estimates of market opportunity and forecasts of market growth rely in part upon assumptions and analyses developed by
Local Bounti. If these assumptions and analyses prove to be incorrect, Local Bounti’s actual operating results may suffer.

 

 
•  The build-out of new facilities and retrofitting of acquired facilities will require significant expenditures for capital improvements and

operating expenses and may be subject to delays in construction and unexpected costs due to governmental approvals and permitting
requirements, reliance on third parties for construction, delays relating to material delivery and supply chains, and fluctuating material prices.

 

 •  Local Bounti’s ability to decrease its cost of goods sold over time is dependent on its ability to scale its operations and Local Bounti may not
be able to achieve such decreases due to factors outside of its control such as inflation or global supply chain interruptions.
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 •  Any damage to or problems with Local Bounti’s CEA facilities could severely impact Local Bounti’s operations and financial condition.
 

 •  Local Bounti depends on employing a skilled local labor force, and failure to attract and retain qualified employees could negatively impact
its business, results of operations and financial condition.

 

 •  If Local Bounti fails to develop and maintain its brand, its business could suffer.
 

 •  Local Bounti’s estimates of market opportunity and forecasts of market growth may prove to be inaccurate, and even if the market in which it
competes achieves the forecasted growth, Local Bounti’s business could fail to grow at similar rates, if at all.

 

 •  The effects of COVID-19, including the impact of new variants, and other potential future public health crises, epidemics, pandemics or
similar events on Local Bounti’s business, operating results and cash flows are uncertain.

 

 •  If Local Bounti cannot maintain its company culture or focus on its vision as it grows, Local Bounti’s business and competitive position may
be harmed.

 

 •  Local Bounti may be unable to successfully execute on its growth strategy.
 

 •  Local Bounti’s operating costs to grow and sell its products may be higher than expected, which could impact its results and financial
condition.

 

 •  If Local Bounti’s estimates or judgments relating to its critical accounting policies prove to be incorrect, its results of operations could be
adversely affected.

 

 •  Local Bounti will incur increased costs as a result of operating as a public company, and its management will devote substantial time to new
compliance initiatives.

 

 •  Local Bounti’s ability to use net operating loss carryforwards (“NOLs”) and certain other tax attributes may be limited.
 

 •  Local Bounti faces risks inherent in the CEA business, including the risks of diseases and pests.
 

 •  Local Bounti may not be able to compete successfully in the highly competitive natural food market.
 

 
•  Local Bounti’s ability to generate and grow revenue is dependent on its ability to increase the yield in each of the anticipated product lines it

intends to grow. If Local Bounti is unable to increase the yield in each or most of these product lines, Local Bounti’s projection may not be
achieved on currently anticipated timelines or at all.

 

 •  Local Bounti may need to defend itself against intellectual property infringement claims, which may be time-consuming and could cause
Local Bounti to incur substantial costs.

 

 •  The loss of any registered trademark or other intellectual property could enable other companies to compete more effectively with Local
Bounti.

 

 •  Local Bounti relies on information technology systems and any inadequacy, failure, interruption or security breaches of those systems may
harm its ability to effectively operate its business.

 

 
•  Local Bounti could be adversely affected by a change in consumer preferences, perception and spending habits in the food industry, and

failure to develop and expand its product offerings or gain market acceptance of its products could have a negative effect on Local Bounti’s
business.

 

 •  Demand for lettuce, cilantro, basil and other greens and herbs is subject to seasonal fluctuations and may adversely impact Local Bounti’s
results of operations in certain quarters.

 

 
•  Local Bounti has an agreement with Cargill Financial for a $170 million term loan credit facility. The credit facility is secured by all of the

Company’s assets, including its intellectual property. Additionally, if there is an occurrence of an uncured event of default, Cargill Financial
has the right to foreclose on all Local Bounti assets, and securities in the Company could be rendered worthless.
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The forward-looking statements contained in this prospectus are based on our current expectations and beliefs concerning future developments and their
potential effects on our business. There can be no assurance that future developments affecting our business will be those that we have anticipated. These
forward-looking statements involve a number of risks, uncertainties (some of which are beyond our control) or other assumptions that may cause actual
results or performance to be materially different from those expressed or implied by these forward- looking statements. These risks and uncertainties
include, but are not limited to, those factors described in the section entitled “Risk Factors.” Moreover, we operate in a very competitive and rapidly
changing environment.

New risks and uncertainties emerge from time to time and it is not possible for us to predict all such risk factors, nor can we assess the effect of all such
risk factors on our business or the extent to which any factor or combination of factors may cause actual results to differ materially from those contained in
any forward-looking statements. Should one or more of these risks or uncertainties materialize, or should any of the assumptions prove incorrect, actual
results may vary in material respects from those projected in these forward-looking statements.

The forward-looking statements made by us in this prospectus and any accompanying prospectus supplement speak only as of the date of this prospectus
and the accompanying prospectus supplement. Except to the extent required under the federal securities laws and rules and regulations of the SEC, we
disclaim any obligation to update any forward-looking statement to reflect events or circumstances after the date on which the statement is made or to
reflect the occurrence of unanticipated events. In light of these risks and uncertainties, there is no assurance that the events or results suggested by the
forward-looking statements will in fact occur, and you should not place undue reliance on these forward-looking statements.
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 PROSPECTUS SUMMARY

The following summary highlights selected information contained elsewhere in this prospectus and does not contain all of the information that you
should consider in making your investment decision. Before investing in our securities, you should carefully read this entire prospectus, including our
consolidated financial statements and the related notes included in this prospectus and the information set forth under the headings “Risk Factors”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations of Local Bounti.”

The Company

Local Bounti was founded in August 2018 and is headquartered in Hamilton, Montana. Local Bounti is a controlled environment agriculture (“CEA”)
company that produces sustainably grown living lettuce, herbs, and loose leaf lettuce. Local Bounti utilizes patent pending Stack & Flow
Technology™, which is a hybrid of vertical farming and hydroponic greenhouse farming, to grow healthy food sustainably and affordably. Through
our CEA process, it is our goal to produce our products in an environmentally sustainable manner that will increase harvest efficiency, limit water
usage and reduce the carbon footprint of the production and distribution process. The environmental greenhouse conditions help to ensure nutritional
value and taste, and that the products are non-genetically modified organisms (“non-GMO”) and use significantly less pesticides and herbicides than
traditional farming operations. Our products use 90% less water and 90% less land than conventional agriculture to produce its products. Our first
CEA facility in Hamilton, Montana (the “Montana Facility”) commenced construction in 2019 and reached full commercial operation by the second
half of 2020.

Recent Developments

Acquisition

On April 4, 2022, Local Bounti closed the transactions contemplated by: (a) a Purchase and Sale Agreement (the “PSA”) dated March 14, 2022 by
and among (i) the Hollandia Produce Group, Inc. Employee Stock Ownership Trust (the “Share Seller”), (ii) Mosaic Capital Investors I, LP, a
Delaware limited partnership (“Mosaic”), True West Capital Partners Fund II, L.P. f/k/a Seam Fund II, L.P., a Delaware limited partnership (“TWC”
and collectively with Mosaic and the Share Seller, the “Sellers” and each individually, a “Seller”), (iii) Mosaic Capital Investors LLC, a Delaware
limited liability company (the “Sellers’ Representative”), solely in its capacity as Sellers’ Representative, (iv) Hollandia Produce Group, Inc., a
California corporation (the “Target” or “Pete’s”), (v) Local Bounti Operating Company LLC, a Delaware limited liability company and a wholly-
owned subsidiary of the Company (“Purchaser”), and (vi) the Company, pursuant to which Purchaser acquired all of the issued and outstanding
shares of capital stock and rights to acquire capital stock of the Target at the closing of the transactions contemplated by the PSA, the Georgia UPA
(as defined below) and the Georgia Corporation PSA (as defined below) (the “Closing”), (b) a Unit Purchase Agreement (the “Georgia UPA”) dated
March 14, 2022 by and among the Company, Purchaser and each of the holders of Class B Common Units of the Georgia Company (each, a “Georgia
Share Seller”), providing for the acquisition by Purchaser at the Closing of all of the issued and outstanding Class B Common Units of Hollandia
Produce GA, LLC, a Delaware limited liability company, and a majority-owned subsidiary of the Target (the “Georgia Company”), and (c) a Stock
Purchase Agreement (the “Georgia Corporation PSA,” and collectively with the Georgia UPA and the PSA, the “Purchase Agreements”) dated
March 14, 2022 by and among the Company, Purchaser, Mosaic and TWC (Mosaic and TWC, together with the Sellers and the Georgia Share
Sellers, the “Selling Parties”), providing for the acquisition by Purchaser at the Closing of all of the issued and outstanding shares of capital stock of
Hollandia Produce GA Investor Corporation, a Delaware corporation (the “Georgia Corporation”), holding all of the issued and outstanding Series A
Preferred Units of the Georgia Company.

Pursuant to the Purchase Agreements, the Company (through Purchaser) acquired all of the equity interests and rights to acquire equity interests of the
Target and its subsidiaries, including the minority interest in the Georgia
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Company not owned by the Target, from the Selling Parties (collectively, the “Pete’s Acquisition”). The total consideration paid at the Closing to the
Selling Parties in connection with the Purchase Agreements was approximately $122.5 million (subject to certain adjustments as set forth in the
Purchase Agreements) consisting of a mix of cash and the Company’s common stock, par value $0.0001 (the “Common Stock”), which was
comprised of approximately (i) $92.5 million in cash consideration (subject to certain adjustments as set forth in the Purchase Agreements) (the “Cash
Consideration”) and (ii) 5,654,600 shares of Common Stock (the “Equity Consideration”), based on $30 million divided by a volume weighted
average price of the Common Stock over the 20 consecutive trading days ending on and including February 28, 2022.

Also on April 4, 2022, in connection with the Closing of the Pete’s Acquisition, the Target also completed the transactions contemplated by that
certain purchase and sale agreement with STORE Master Funding XVIII, LLC (“STORE”) to acquire all of the properties previously leased by Pete’s
pursuant to certain sale-leaseback agreements between the Target and STORE for an aggregate purchase price of approximately $25.8 million paid by
Purchaser in connection with the Closing (the “Property Acquisition”), but not included in the total consideration set forth above.

The Company agreed to register the Equity Consideration for resale within sixty days of the expiration of the lock-up on May 18, 2022 (see below)
pursuant to a registration rights agreement that the Company entered into with the Selling Parties (collectively, the “Paragon Registration Rights
Agreement”). The Paragon Registration Rights Agreement became effective at the Closing.

Cargill Facility Amendment

In September 2021, Purchaser, along with certain other subsidiaries of the Company, and Cargill Financial Services International, Inc. (“Cargill
Financial”) entered into (a) a credit agreement (the “Original Senior Credit Agreement”) for an up to $150 million multiple-advance term loan (the
“Senior Facility”) and (b) a subordinated credit agreement (the “Original Subordinated Credit Agreement” and, together with the Original Senior
Credit Agreement, the “Original Credit Agreements”) for an up to $50 million multiple-advance subordinated term loan (the “Subordinated Facility”
and, together with the Senior Facility, the “Original Facilities”). On March 14, 2022, Local Bounti and Purchaser, along with certain subsidiaries of
the Company, entered into a First Amendment to Credit Agreements and Subordination Agreement (the “Amendment”) to amend the Original Credit
Agreements and the Original Facilities (as amended, the “Amended Facilities”).

At the Closing on April 4, 2022, (a) the Pete’s Acquisition was funded pursuant to the Amended Facilities, (b) the aggregate commitment amount of
the Original Facilities was reduced to $170.0 million which is anticipated to be the amount necessary to fund the Pete’s Acquisition, the Property
Acquisition, the updating of the facilities to be acquired in the Pete’s Acquisition with the Company’s Stack & Flow TechnologyTM and certain
expansion at one Pete’s facility, (c) the minimum liquidity covenant was reduced from $30 million to $20 million (inclusive of existing restricted cash
on the Consolidated Balance Sheets) and (d) the interest rate of each of the Senior Facility and the Subordinated Facility increased by 2%, among
other matters. Pursuant to the Amendment, in connection with the Closing, the Company (i) paid a $2.0 million amendment fee and (ii) issued
1,932,931 shares of Common Stock to Cargill Financial (the “Cargill Financial Equity”).

Corporate Information

We were incorporated on January 8, 2021 as a Cayman Islands exempted company under the name Leo Holdings III Corp for the purpose of effecting
a merger, amalgamation, share exchange, asset acquisition, share purchase, reorganization or similar business combination with one or more
businesses or entities. On March 2, 2021, Leo completed its initial public offering. On November 19, 2021, Leo consummated the Business
Combination with Local Bounti pursuant to the Business Combination Agreement. In connection with the Business Combination, Leo changed its
name to Local Bounti Corporation.
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Our principal executive offices are located at 220 W. Main St., Hamilton, MT 59840. Our telephone number is (800) 640-4016. Our website address
is https://www.localbounti.com. Information contained on our website or connected thereto does not constitute part of, and is not incorporated by
reference into, this prospectus or the registration statement of which it forms a part.

Local Bounti, the Local Bounti logo, “Local Bounti™,” “Stack & Flow Technology™,” “Farm of the Future™” and our other registered or common
law trademarks, service marks or trade names appearing in this prospectus are the property of Local Bounti. Other trademarks, service marks and
trade names used in this prospectus are the property of their respective owners.
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The Offering
 
Securities offered by the Selling Stockholders 7,587,531 shares of Common Stock.
 
Terms of the offering The Selling Stockholders will determine when and how they will dispose of the shares of

Common Stock registered under this prospectus for resale.
 
Use of proceeds We will not receive any proceeds from the sale of shares of Common Stock (assuming the

cashless exercise provision is used) by the Selling Stockholders.
 
Risk Factors See “Risk Factors” and other information included in this prospectus for a discussion of

factors you should consider before investing in our securities.
 
NYSE Stock Market Symbols Our Common Stock and Public Warrants are listed on the New York Stock Exchange under

the symbols “LOCL” and “LOCL WS,” respectively.
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Summary Risk Factors

Our business is subject to numerous risks and uncertainties, including those highlighted in the section titled “Risk Factors,” that represent challenges
that we face in connection with the successful implementation of our strategy and growth of our business. The occurrence of one or more of the events
or circumstances described in the section titled “Risk Factors,” alone or in combination with other events or circumstances may have an adverse
effect on our business, financial condition, results of operations, and prospects. Such risks include, but are not limited to:
 

 

•  Local Bounti is an early-stage company with a history of losses and expects to incur significant expenses and continuing losses for the
foreseeable future. Local Bounti has only recently started to generate revenue and its ability to continue to generate revenue is uncertain given
Local Bounti’s limited operating history. Local Bounti may never achieve or sustain profitability. Local Bounti’s business could be adversely
affected if it fails to effectively manage its future growth.

 

 •  Local Bounti will require additional financing to achieve its goals, and a failure to obtain this necessary capital when needed on acceptable
terms, or at all, may force Local Bounti to delay, limit, reduce or terminate its operations and future growth.

 

 •  The liabilities, risks and costs associated with the Pete’s Acquisition and the integration of Pete’s operations with our own operations may
detract from our core CEA operations.

 

 

•  Local Bounti’s plans and strategic initiatives for Pete’s assume it will be able to successfully integrate Pete’s business, implement its
technologies into Pete’s existing greenhouse facilities and utilize Pete’s existing customer and distribution channels; however, various factors
both outside and within Local Bounti’s control may affect its ability to successfully do so, and, if Local Bounti is unsuccessful in integrating
Pete’s operations into its own, the Company may never realize the anticipated benefits of the Pete’s Acquisition.

 

 
•  Local Bounti may acquire additional greenhouses or other indoor farming operations, which may divert our management’s attention and result

in additional dilution to our stockholders. We may be unable to integrate additional acquired businesses and technologies successfully or
achieve the expected benefits of such acquisitions.

 

 •  Local Bounti currently relies on a limited number of facilities for its operations.
 

 •  Local Bounti’s first facility has been in operation at commercial capacity for less than 18 months, which makes it difficult to forecast future
results of operations.

 

 •  Local Bounti’s estimates of market opportunity and forecasts of market growth rely in part upon assumptions and analyses developed by Local
Bounti. If these assumptions and analyses prove to be incorrect, Local Bounti’s actual operating results may suffer.

 

 
•  The build-out of new facilities and retrofitting of acquired facilities will require significant expenditures for capital improvements and operating

expenses and may be subject to delays in construction and unexpected costs due to governmental approvals and permitting requirements,
reliance on third parties for construction, delays relating to material delivery and supply chains, and fluctuating material prices.

 

 •  Local Bounti’s ability to decrease its cost of goods sold over time is dependent on its ability to scale its operations and Local Bounti may not be
able to achieve such decreases due to factors outside of its control such as inflation or global supply chain interruptions.

 

 •  Any damage to or problems with Local Bounti’s CEA facilities could severely impact Local Bounti’s operations and financial condition.
 

 •  Local Bounti depends on employing a skilled local labor force, and failure to attract and retain qualified employees could negatively impact its
business, results of operations and financial condition.
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 •  If Local Bounti fails to develop and maintain its brand, its business could suffer.
 

 •  Local Bounti’s estimates of market opportunity and forecasts of market growth may prove to be inaccurate, and even if the market in which it
competes achieves the forecasted growth, Local Bounti’s business could fail to grow at similar rates, if at all.

 

 •  The effects of COVID-19, including the impact of new variants, and other potential future public health crises, epidemics, pandemics or similar
events on Local Bounti’s business, operating results and cash flows are uncertain.

 

 •  If Local Bounti cannot maintain its company culture or focus on its vision as it grows, Local Bounti’s business and competitive position may be
harmed.

 

 •  Local Bounti may be unable to successfully execute on its growth strategy.
 

 •  Local Bounti’s operating costs to grow and sell its products may be higher than expected, which could impact its results and financial condition.
 

 •  If Local Bounti’s estimates or judgments relating to its critical accounting policies prove to be incorrect, its results of operations could be
adversely affected.

 

 •  Local Bounti will incur increased costs as a result of operating as a public company, and its management will devote substantial time to new
compliance initiatives.

 

 •  Local Bounti’s ability to use net operating loss carryforwards (“NOLs”) and certain other tax attributes may be limited.
 

 •  Local Bounti faces risks inherent in the CEA business, including the risks of diseases and pests.
 

 •  Local Bounti may not be able to compete successfully in the highly competitive natural food market.
 

 
•  Local Bounti’s ability to generate and grow revenue is dependent on its ability to increase the yield in each of the anticipated product lines it

intends to grow. If Local Bounti is unable to increase the yield in each or most of these product lines, Local Bounti’s projection may not be
achieved on currently anticipated timelines or at all.

 

 •  Local Bounti may need to defend itself against intellectual property infringement claims, which may be time-consuming and could cause Local
Bounti to incur substantial costs.

 

 •  The loss of any registered trademark or other intellectual property could enable other companies to compete more effectively with Local Bounti.
 

 •  Local Bounti relies on information technology systems and any inadequacy, failure, interruption or security breaches of those systems may
harm its ability to effectively operate its business.

 

 •  Local Bounti could be adversely affected by a change in consumer preferences, perception and spending habits in the food industry, and failure
to develop and expand its product offerings or gain market acceptance of its products could have a negative effect on Local Bounti’s business.

 

 •  Demand for lettuce, cilantro, basil and other greens and herbs is subject to seasonal fluctuations and may adversely impact Local Bounti’s
results of operations in certain quarters.

 

 
•  Local Bounti has an agreement with Cargill Financial for a $170 million term loan credit facility. The credit facility is secured by all of the

Company’s assets, including its intellectual property. Additionally, if there is an occurrence of an uncured event of default, Cargill Financial has
the right to foreclose on all Local Bounti assets, and securities in the Company could be rendered worthless.
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 RISK FACTORS

Investing in our securities involves risks. You should carefully consider the risks and uncertainties described below, together with all of the other
information in this prospectus, including the section titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations of
Local Bounti” and our consolidated financial statements and related notes, before deciding whether to purchase any of our securities. Our business,
results of operations, financial condition, and prospects could also be harmed by risks and uncertainties that are not presently known to us or that we
currently believe are not material. If any of these risks actually occur, our business, results of operations, financial condition, and prospects could be
materially and adversely affected. Unless otherwise indicated, references in these risk factors to our business being harmed will include harm to our
business, reputation, brand, financial condition, results of operations, and prospects. In such event, the market price of our securities could decline, and
you could lose all or part of your investment.

Risks Related to Local Bounti’s Business

Local Bounti is an early-stage company with a history of losses and expects to incur significant expenses and continuing losses for the
foreseeable future. Local Bounti has only recently started to generate revenue and its ability to continue to generate revenue is uncertain given Local
Bounti’s limited operating history. Local Bounti may never achieve or sustain profitability. Local Bounti’s business could be adversely affected if it
fails to effectively manage its future growth.

Local Bounti has only recently started to generate revenue and given that it has limited operating history, Local Bounti’s ability to continue to generate
revenue is uncertain. Local Bounti believes it will continue to incur net losses for the foreseeable future as it continues its facility expansion and
commercial sales of its products. Local Bounti expects to expend substantial resources as it:
 

 •  operates its existing facilities;
 

 •  completes the construction of other facilities for which building has commenced or is expected to commence in the near term;
 

 •  identifies and invests in future growth opportunities, including expansion into new markets, development of new facilities, introduction of
new products, and commercialization of new crops;

 

 •  invests in creating and protecting intellectual property; and
 

 •  incurs additional general administration expenses, including increased finance, legal and accounting expenses, associated with being a public
company and growing operations.

Supporting the growth of Local Bounti’s business will place significant demands on its management and operations teams and will require
resources, financial and otherwise, which may not be available in a cost- effective manner. If Local Bounti does not effectively manage its growth
strategy, execute on its business plan, respond to competitive pressures, take advantage of market opportunities, or satisfy customer requirements, there
could be adverse effects on Local Bounti’s business, financial condition and results of operations.

These expenditures alternatively may not result in the growth of Local Bounti’s business, which could adversely affect Local Bounti’s financial
condition and results of operations.

Local Bounti will require additional financing to achieve its goals, and a failure to obtain this necessary capital when needed on acceptable
terms, or at all, may force Local Bounti to delay, limit, reduce or terminate its operations and future growth.

The CEA business is extremely capital-intensive and Local Bounti expects to expend significant resources to complete the build-out of its facilities,
scale its production capacity, and invest in its technology platform, capabilities, and new products. These expenditures are expected to include costs of
constructing and
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commissioning new facilities, costs associated with growing plants for sale, such as electricity and packaging, working capital, costs of attracting and
retaining a skilled local labor force, and costs associated with research and development in support of future commercial opportunities.

Local Bounti expects that its existing cash and credit available under its loan agreements will be sufficient to fund its planned operating expenses,
capital expenditure requirements and any debt service payments through at least the next 12 months. However, Local Bounti’s operating plan may change
because of factors currently unknown, and Local Bounti may need to seek additional funds sooner than planned, through public or private equity or debt
financings or other sources, such as strategic collaborations. Such financings may result in dilution to stockholders, issuance of securities with priority as to
liquidation and dividend and other rights more favorable than common stock, imposition of debt covenants and repayment obligations, or other restrictions
that may adversely affect Local Bounti’s business. In addition, Local Bounti may seek additional capital due to favorable market conditions or strategic
considerations even if it believes that it has sufficient funds for current or future operating plans. There can be no assurance that financing will be available
to Local Bounti on favorable terms, or at all. The inability to obtain financing when needed may make it more difficult for Local Bounti to operate its
business or implement its growth plans.

Local Bounti currently relies on a limited number of facilities for its operations.

Local Bounti has three operating facilities in Montana and California, has a fourth facility under construction in Georgia, and has advanced its activity
toward a facility in Washington. Adverse changes or developments affecting Local Bounti’s facilities could impair Local Bounti’s ability to produce its
products. Any shutdown or period of reduced production, which may be caused by regulatory noncompliance or other issues, as well as other factors
beyond Local Bounti’s control, such as severe weather conditions, natural disaster, fire, power interruption, work stoppage, disease outbreaks or
pandemics (such as COVID-19), equipment failure or delay in supply delivery, would significantly disrupt Local Bounti’s ability to grow and deliver its
produce in a timely manner, meet its contractual obligations and operate its business. Local Bounti’s greenhouse equipment is costly to replace or repair,
and its equipment supply chains may be disrupted in connection with pandemics, such as COVID-19, trade wars or other factors. If any material amount of
Local Bounti’s machinery were damaged, Local Bounti would be unable to predict when, if at all, it could replace or repair such machinery or find co-
manufacturers with suitable alterative machinery, which could adversely affect Local Bounti’s business, financial condition and operating results.

Local Bounti’s first facility has been in operation at commercial capacity for less than 18 months, which makes it difficult to forecast future
results of operations.

The Montana Facility began commercial operations in the second half of 2020, marking the beginning of Local Bounti’s first growing season. As a
result, Local Bounti’s ability to accurately forecast future results of operations is limited and subject to a number of uncertainties, including its ability to
plan for and model future growth. In future periods, revenue growth could slow or revenue could decline for a number of reasons, including slowing
demand for Local Bounti’s products, increasing competition, a decrease in the growth of the overall market, or Local Bounti’s failure, for any reason, to
take advantage of growth opportunities. If Local Bounti’s assumptions regarding these risks and uncertainties and future revenue growth are incorrect or
change, or if Local Bounti does not address these risks successfully, its operating and financial results could differ materially from Local Bounti’s
expectations, and its business could suffer.

The build-out of new facilities will require significant expenditures for capital improvements and operating expenses and may be subject to
delays in construction and unexpected costs due to governmental approvals and permitting requirements, reliance on third parties for construction,
delays relating to material delivery and supply chains, and fluctuating material prices.

Local Bounti’s build-out of new CEA facilities will be dependent on a number of key inputs and their related costs including materials such as steel,
concrete, glass, electrical and mechanical components and other
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supplies, as well as electricity and other local utilities. Local Bounti intends to use substantial pre-engineered, pre-fabricated and standardized components
when building our modular facilities. We have developed key partnerships with agricultural and equipment vendors for construction of future CEA
facilities. Any significant interruption or negative change in the availability or economics of the supply chain for key inputs could materially impact Local
Bounti’s business, financial condition and operating results. Moreover, volatile economic conditions may make it more likely that our suppliers and
manufacturers may be unable to timely deliver supplies, or at all, and there is no guarantee that we will be able to timely locate alternative suppliers of
comparable quality at an acceptable price. In addition, international supply chains may be impacted by events outside of our control, including but not
limited to the COVID-19 pandemic or the current conflict between Russia and Ukraine, and limit our ability to procure timely delivery of supplies or
finished goods and services. Local Bounti plans to rely on local contractors for the building of its second CEA facility and may rely on local contractors to
build or update future CEA facilities. If Local Bounti or its contractors encounter unexpected costs, delays or other problems in building any CEA facility,
Local Bounti’s financial position and ability to execute on its growth strategy could be negatively affected. Any inability to secure required materials and
services to build out such facility, or to do so on appropriate terms, could have a materially adverse impact on Local Bounti’s business, financial condition
and operating results. Local Bounti may also face unexpected delays in obtaining the required governmental permits and approvals in connection with the
build-out of its planned facilities which could require significant time and financial resources and delay its ability to operate these facilities.

The costs to procure such materials and services to build new facilities may fluctuate widely based on the impact of numerous factors beyond Local
Bounti’s control including, international, economic and political trends, foreign currency fluctuations, expectations of inflation, global or regional
consumptive patterns, speculative activities and increased or improved production and distribution methods.

COVID-19, including new variants such as “Delta” and “Omicron,” continues to impact worldwide economic activity, and the governments of many
countries, states, cities and other geographic regions have taken preventative or protective actions, which are creating disruption in global supply chains
such as closures or other restrictions on the conduct of business operations of manufacturers, suppliers and vendors. The recovery from COVID-19 also
may have risks in that increased economic activity globally or regionally may result in high demand for, and constrained access to, materials and services
required for Local Bounti to construct and commission new facilities, which may lead to increased costs or delays that could materially and adversely
affect Local Bounti’s business.

Global demand on shipping and transport services may cause Local Bounti to experience delays in the future, which could impact Local Bounti’s
ability to obtain materials or build its facilities in a timely manner. These factors could otherwise disrupt Local Bounti’s operations and could negatively
impact its business, financial condition and results of operations. Logistical problems, unexpected costs, and delays in facility construction, whether or not
caused by the COVID-19 pandemic, which cannot be directly controlled by Local Bounti, can cause prolonged disruption to or increased costs of third-
party transportation services used to ship materials, which could negatively affect Local Bounti’s facility building schedule, and more generally its
business, financial condition, results of operations and prospects. If Local Bounti experiences significant unexpected delays in construction, it may have to
delay or limit its production depending on the timing and extent of the delays, which could harm Local Bounti’s business, financial condition and results
of operation.

Local Bounti’s ability to decrease its cost of goods sold over time is dependent on its ability to scale its operations and Local Bounti may not be
able to achieve such decreases due to factors outside of its control such as inflation or global supply chain interruptions.

Local Bounti’s future profitability will depend on, among other things, its ability to scale its operations and continuously reduce its cost of goods,
enabling Local Bounti to remain cost competitive. Despite Local Bounti’s efforts to scale its operations, Local Bounti may not be able to decrease its costs
of goods due to factors outside of Local Bounti’s control, such as inflation or global supply chain interruptions. Periods of inflation or
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expectations of inflation could increase Local Bounti’s costs of doing business, which is typically an expense recovered through increased product prices.
Furthermore, Local Bounti’s reliance on third parties to procure certain raw goods from supplier partners throughout the world exposes Local Bounti to
risks including reduced control over product costs, product supply and delivery delays. Global supply chain interruptions may make it difficult for
suppliers to ship their goods due to reduced capacity at distribution facilities and transportation networks, which may cause an increase in shipping costs.
The loss or disruption of supply arrangements and inflation are factors outside of Local Bounti’s control which could materially affect Local Bounti’s
ability to decrease its costs for goods over time.

Any damage to or problems with Local Bounti’s CEA facilities could severely impact Local Bounti’s operations and financial condition.

If Local Bounti is unable to attain reliable performance of its facilities, there could be severe adverse impact on its business. Local Bounti faces
risks including, but not limited to:
 

 

•  Production Scale. Local Bounti’s strategy to develop new commercial facilities includes the expected operation of facilities that are at
meaningfully larger production scale than its existing Montana Facility. Local Bounti may encounter unexpected challenges as it operates
larger facilities, which could cause it to be unable to operate larger facilities reliably. The inability to operate larger facilities would have a
material negative impact on Local Bounti’s business and financial condition.

 

 

•  Channel Mix. Local Bounti relies on making assumptions about the expected channel mix of its facilities. Demand for Local Bounti’s
products fluctuates due to changes in customer orders which typically do not work on long-term contracts in the produce industry. If Local
Bounti is not correct in forecasting demand by channel to achieve its expected results, it may experience a reduced average sales price or a
supply-demand imbalance, which could negatively affect its financial performance. Demand for loose leaf lettuce products may also be
subject to some degree of seasonality due to consumer behavior. As a result, comparisons of Local Bounti’s sales and operating results
between different periods may not necessarily be meaningful comparisons. If Local Bounti is unable to operate facilities to reliably achieve
the target channel mix on average, there could be material adverse effects on its business, operational results, and financial performance.

 

 

•  Energy Interruption. Local Bounti grows plants with and without sunlight, thus requiring lighting technology and adequate power supply as
primary factors of production. Local Bounti considers the reliability of utilities and related infrastructure as a key factor in its site selection
criteria for facility locations. Local Bounti may use generators to maintain energy supply in the case of an outage, but there is no guarantee
that power can be maintained or that generators will provide full or redundant coverage to maintain normal operations in the event of a power
outage, which could result in reduced crop yield, negative effects on crop quality, or more generally adverse impact to Local Bounti’s results
of operations.

 

 

•  Labor. Local Bounti depends on the know-how of its employees and farm operations teams, their experience, and their oversight of the
operations of its facilities. Local Bounti relies on access to competitive, local labor supply, including skilled and unskilled positions, to
operate its facilities consistently and reliably. Any issues affecting Local Bounti’s access to or relations with workers could negatively affect
facility operations or financial condition.

 

 

•  Food Safety and Quality Assurance. Local Bounti is subject to food and safety standards set forth by its own internal practices and by
regulatory authorities, including the USDA as Harmonized Good Agricultural Practices (GAP Plus+). The Company is also subject to FDA
requirements, including requirements being implemented pursuant to the Food Safety Modernization Act (“FSMA”). Local Bounti’s ability
to operate facilities reliably may be interrupted for some period of time, or permanently, by any widespread food safety or quality issues
involving loose leaf lettuce or other fresh produce, even if not involving Local Bounti’s facilities or products at all. Such events could erode
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 consumer confidence in and demand for Local Bounti’s products, which could impact its ability to operate facilities reliably, and could
generally cause serious adverse effects to Local Bounti’s business and financial condition.

 

 

•  Weather. Local Bounti’s ability to operate facilities reliably may be adversely affected by severe weather including hurricanes, tornados,
lightning strikes, wind, snow, hail and rain. Such weather events could cause damage or destruction to all or part of Local Bounti’s facilities,
could interrupt the supply of labor or other inputs necessary to operate the facility, and could affect the customers or distribution channels. In
connection with the impact of unpredictable natural disasters, Local Bounti could experience significant delays in or stoppage of production.
Severe weather events or natural disasters could result in significant losses and seriously disrupt Local Bounti’s business.

 

 •  Community Actions. Local Bounti’s failure to engage with and align with communities could lead to community actions that impact
facilities access and operations. Such actions could impact individual or even groups of facilities.

 

 
•  Other Factors Affecting Reliability of Facility Operations. In general, if Local Bounti is unable to grow and harvest product to its internal

yield targets and quality standards, package and distribute product, sell at competitive prices, or maintain consistent access to the supply
inputs necessary to operate facilities reliably, its operational performance and financial condition could be materially and negatively affected.

In addition, Local Bounti may experience unexpected delays in building its facilities for a variety of reasons, including limited labor due to COVID-
19 or other factors, unexpected construction problems or supply chain disruptions, all of which could harm Local Bounti’s business, financial condition
and results of operation.

We may acquire greenhouses or other indoor farming operations, which may divert our management’s attention and result in additional
dilution to our stockholders. We may be unable to integrate acquired businesses and technologies successfully or achieve the expected benefits of such
acquisitions.

We may evaluate and consider potential strategic transactions, including acquisitions of greenhouses or other indoor farming operations, and other
assets in the future. We also may enter into relationships with other businesses to expand our business.

Any acquisition or business relationship may result in unforeseen operating difficulties and expenditures. In particular, we may encounter difficulties
assimilating or integrating the business strategy, sales plans, technologies, products, distribution channels, personnel, or operations of the acquired
companies, particularly if the key personnel of the acquired company choose not to work for us, their facilities are not easily adapted to work with our
technology, or we have difficulty retaining the customers of any acquired business due to changes in ownership, management, customers’ experience with
the acquired company prior to acquisition, or otherwise. Acquisitions may also disrupt our business, divert our resources, and require significant
management attention that would otherwise be available for development of our existing business. Moreover, the anticipated benefits of any acquisition or
business relationship may not be realized or we may be exposed to unknown risks or liabilities.

Negotiating these transactions can be time-consuming, difficult, and expensive, and our ability to complete these transactions may often be subject to
approvals that are beyond our control. Consequently, these transactions, even if announced, may not be completed. For one or more of these transactions,
we may:
 

 •  issue additional equity securities that would dilute our existing stockholders;
 

 •  use cash that we may need in the future to operate our business;
 

 •  encounter difficulties retaining key employees of the acquired company or integrating diverse facility operations or business cultures;
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 •  incur large charges or substantial liabilities;
 

 •  incur additional debt on terms unfavorable to us or that we are unable to repay;
 

 •  divert our resources to understand and comply with new jurisdictions if such acquired company is in a new country; and/or
 

 •  become subject to adverse tax consequences, substantial depreciation, or deferred compensation charges.

Local Bounti depends on employing a skilled local labor force, and failure to attract and retain qualified employees could negatively impact its
business, results of operations and financial condition.

Local Bounti’s operations require significant labor, and the growing season for indoor vertical farming is year-round. There is competition for
skilled agricultural labor and even if Local Bounti is able to identify, hire and train its labor force, there is no guarantee that Local Bounti will be able to
retain these employees. Any shortage of labor or lack of regular availability could restrict Local Bounti’s ability to operate its facilities profitably, or at all.

In addition, Local Bounti’s success and future growth depend largely upon the continued services of its executive officers as well as other key team
members. These executives and key team members have been primarily responsible for determining the strategic direction of the business and executing
Local Bounti’s growth strategy and are integral to Local Bounti’s brand, culture and reputation with distributors and others in the industry. From time to
time, there may be changes in Local Bounti’s executive management team or other key team members resulting from the hiring or departure of these
personnel. The loss of one or more of executive officers or key team members, or the failure by the executive team and key team members to effectively
work together and lead the Company, could harm Local Bounti’s business. Local Bounti’s earlier growth stage may result in less management depth with
less established succession planning than may be found in later-stage companies.

In addition, efforts by labor unions to organize Local Bounti’s employees could divert management attention away from regular day-to-day
operations and increase its operating expenses. Labor unions may make attempts to organize Local Bounti’s non-unionized employees. Local Bounti is not
aware of any activities relating to union organizations at its current facilities, but it cannot predict which, if any, groups of employees may seek union
representation in the future or the outcome of any collective bargaining. If Local Bounti is unable to negotiate acceptable collective bargaining
agreements, it may have to wait through “cooling off” periods, which are often followed by union-initiated work stoppages, including strikes. Depending
on the type and duration of any work stoppage, Local Bounti’s operating expenses could increase significantly, which could negatively impact its financial
condition, results of operations and cash flows.

If Local Bounti fails to develop and maintain its brand, its business could suffer.

The Local Bounti brand is recognized for creating clean, nutritious, locally-grown and high-quality products, which Local Bounti believes to be
differentiated and enabled by its technology platform. Local Bounti’s success depends, in part, on its ability to maintain and grow the value of the Local
Bounti brand. Promoting and positioning Local Bounti’s brand and reputation will depend on, among other factors, the success of its product offerings,
food safety and quality assurance, its marketing and merchandising efforts, its continued focus on the environment and sustainability, and its ability to
provide consistent, high-quality products to customers. Any negative publicity, regardless of its accuracy, could impair Local Bounti’s business.

Use of social and digital media by Local Bounti, its consumers and third parties increases the speed and extent that information or misinformation
and opinions can be shared. Negative publicity about Local Bounti, its partners, or its products on social or digital media could seriously damage Local
Bounti’s brand and reputation.
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Brand value is based on perceptions of subjective qualities, and any incident that erodes the confidence of Local Bounti’s consumers, customers,
distributors, or other strategic partners, including adverse publicity or a governmental investigation, litigation or regulatory enforcement action, could
reduce the value of Local Bounti’s brand and materially damage its business. If Local Bounti does not achieve and maintain favorable perception of its
brand, Local Bounti’s business, financial condition and results of operations could be adversely affected.

Local Bounti’s estimates of market opportunity and forecasts of market growth may prove to be inaccurate, and even if the market in which it
competes achieves the forecasted growth, Local Bounti’s business could fail to grow at similar rates, if at all.

Market opportunity estimates and growth forecasts, including those Local Bounti has generated itself, are subject to significant uncertainty and are
based on assumptions and estimates that may not prove to be accurate. The ongoing COVID-19 pandemic and related economic impact creates additional
uncertainty. Variables that go into the calculation of Local Bounti’s market opportunity are subject to change over time, and there is no guarantee that any
particular number or percentage of customers covered by these market opportunity estimates will purchase Local Bounti’s products at all or generate any
particular level of revenue for Local Bounti. Any expansion in Local Bounti’s market depends on a number of factors, including the cost and perceived
value associated with its product and those of its competitors. Even if the market in which Local Bounti competes meets the size estimates and growth
forecasts, Local Bounti’s business could fail to grow at the rate it anticipates, if at all. Local Bounti’s growth is subject to many factors, including success
in implementing its business strategy, which is subject to many risks and uncertainties. Accordingly, the forecasts of market growth, should not be taken as
indicative of Local Bounti’s future revenue or growth prospects.

The effects of COVID-19, including the impact of new variants, and other potential future public health crises, epidemics, pandemics or similar
events on Local Bounti’s business, operating results and cash flows are uncertain.

In connection with the COVID-19 pandemic, governments have implemented significant measures, including closures, quarantines, travel
restrictions and other social distancing directives, intended to control the spread of the virus. Companies have also taken precautions, such as requiring
employees to work remotely, imposing travel restrictions and temporarily closing businesses. To the extent that these restrictions remain in place,
additional prevention and mitigation measures are implemented in the future, or there is uncertainty about the effectiveness of these or any other measures
to contain or treat COVID-19, there is likely to be an adverse impact on global economic conditions and consumer confidence and spending, which could
materially and adversely affect Local Bounti’s operations and demand for its products.

While Local Bounti has been able to continuously operate through the COVID-19 pandemic, the fluid nature of the COVID-19 pandemic and
uncertainties regarding the related economic impact are likely to result in sustained market turmoil, which could also negatively impact Local Bounti’s
business, financial condition and cash flows. Although Local Bounti’s business is considered an “essential business,” the COVID-19 pandemic could
result in labor shortages, which could result in Local Bounti’s inability to plant and harvest crops at full capacity and could result in spoilage or loss of
unharvested crops. The impact of COVID-19 on any of Local Bounti’s suppliers, distributors, transportation or logistics providers may negatively affect
its costs of operation and supply chain. If the disruptions caused by COVID-19, including decreased availability of labor, continue for an extended period,
Local Bounti’s ability to meet the demands of distributors and customers may be materially impacted.

Further, COVID-19 may impact customer and consumer demand. Retail and grocery stores may be impacted if governments continue to implement
regional business closures, quarantines, travel restrictions and other social distancing directives to slow the spread of the virus. There may also be
significant reductions or volatility in consumer demand for Local Bounti products due to travel restrictions or social distancing directives, as well as the
temporary inability of consumers to purchase these products due to illness, quarantine or financial
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hardship, shifts in demand away from one or more of Local Bounti products, decreased consumer confidence and spending or pantry-loading activity, any
of which may negatively impact Local Bounti’s results, including as a result of an increased difficulty in planning for operations and future growing
seasons.

The recovery from COVID-19 also may have risks in that increased economic activity globally or regionally may result in high demand for, and
constrained access to, materials and services required for Local Bounti to expand its business, such as those needed to construct and commission new
farming facilities, which may lead to increased costs or delays that could materially and adversely affect Local Bounti’s business.

The extent of COVID-19’s effect on Local Bounti’s operational and financial performance will depend on future developments, including the
duration, spread and intensity of the pandemic, the emergence and spread of new variants of the virus, including the “Delta” and “Omicron” variants, the
development and availability of effective treatments and vaccines, the speed at which vaccines are administered, the efficacy of vaccines against the virus
and evolving strains or variants of the virus, all of which are uncertain and difficult to predict considering the rapidly evolving landscape. As a result, it is
not currently possible to ascertain the overall impact of COVID-19 on Local Bounti’s business. However, if the pandemic continues to persist as a severe
worldwide health crisis, the disease could negatively impact Local Bounti’s business, financial condition results of operations and cash flows, and may
also have the effect of heightening many of the other risks described in this “Risk Factors” section.

If Local Bounti cannot maintain its company culture or focus on its vision as it grows, Local Bounti’s business and competitive position may be
harmed.

Local Bounti strives to deliver the freshest, locally grown produce. Local Bounti relies on its people, their experience, and their relationships. Any
failure to preserve Local Bounti’s culture or any loss of focus on the Company’s mission could negatively affect its ability to retain and recruit personnel,
which is critical to growth and pursuit of its strategic goals. As Local Bounti increases its number of employees and develops the infrastructure of a public
company, it may find it difficult to maintain important values. If Local Bounti fails to maintain its company culture or mission, its business and
competitive position may be harmed.

Local Bounti may be unable to successfully execute on its growth strategy.

Local Bounti may not be successful in implementing its growth strategy which includes the development of new commercial facilities and the
expansion of its product lines and technological capabilities.

New Facilities Expansion. The Company’s strategy to develop new CEA facilities has required and will continue to require substantial time and
resources. Local Bounti expects to make significant investments to identify attractive markets, select and control sites, perform engineering design and
local permitting, construct and commission new facilities, among other activities.

These facilities require sizeable, useable space for agricultural production, including site-specific requirements such as sufficient access to, reliability
of, and cost of utilities and other infrastructure; the ability to obtain the appropriate permits and approvals; adequate local labor availability; road access for
input supply and distribution of output for sale; among other requirements.

Local Bounti depends on third party general contractors to build its facilities. If Local Bounti does not effectively manage these projects and
relationships, new facilities may not be completed on schedule or within allocated budgets. These delays and increased costs could adversely affect Local
Bounti’s financial results.

Local Bounti may be unsuccessful in identifying available future sites that support its planned growth strategy, and even if identified, Local Bounti
may not be able to lease or purchase the land for any number of reasons. Because of the capital-intensive nature of these projects, Local Bounti will need
to prioritize which
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target regions and which sites it plans to develop, and there can be no guarantee that Local Bounti will select or prioritize sites that will ultimately prove to
be appropriate for construction or for operation. Further, Local Bounti may spend time and resources developing sites that may never become developed
into facilities or may be developed at the expense of other appropriate sites, which may ultimately have been a better selection for reasons such as
profitability, operational reliability, or market accessibility.

If Local Bounti does not align production capacity of its new commercial facilities with consumer demand and efficient distribution channels, or if
Local Bounti does not maintain competitive pricing, it may have underutilized assets which do not perform to expected operational results or profitability,
which could adversely affect its business, financial condition and results of operations.

Local Bounti’s ability to compete successfully in new geographies depends on its ability to secure placement of its product with new customers,
some of which the Company does not have existing relationships with today. Local Bounti’s current strategy for new facility development depends on
securing new customers such as food retailers and food service distributors. If Local Bounti does not secure placement of its product with customers that
can be supplied from new facilities, its business, financial condition and results of operations could be adversely affected.

Similarly, to date, Local Bounti’s products have only been available commercially in the northwestern United States. When entering new
geographies or markets, Local Bounti may not attract consumers at the same rate, due to factors such as demographics, price, product selection, brand
perception or awareness, or other reasons. If Local Bounti does not attract demand for its products in new markets, its business, financial condition and
results of operations could be adversely affected.

Local Bounti’s strategy for new facility development depends on operating facilities that are at significantly larger production scale than its existing
facilities. Local Bounti may encounter unexpected challenges at larger facilities, which may be related to construction, engineering and design, operations
and logistics, sales and marketing, ramp-up schedule to full capacity, or otherwise.

If Local Bounti is unable to develop and operate facilities at a larger scale than existing facilities, its business, financial condition and results of
operations could be adversely affected.

Expansion of Loose Leaf Lettuce Product Portfolio. Local Bounti expects to continue to develop and commercialize new varieties of loose leaf
lettuce as a source of revenue growth. Local Bounti’s research and development efforts focus on new varieties to expand product offerings, enhance farm
unit economics, and create competitive advantages. If Local Bounti does not successfully commercialize new varieties of loose leaf lettuce products, its
business, prospects, financial condition and results of operations could be materially and adversely affected.

Alternatively, even if Local Bounti does succeed in commercializing new varieties of loose leaf lettuce products, there can be no guarantee that
these products would result in overall growth of Local Bounti’s business through incremental revenue or economic benefit, which could materially and
adversely affect Local Bounti’s financial condition and results of operations.

Expansion into Additional Markets and Verticals. In the future, Local Bounti may pursue new markets, new crops, and new product categories,
by leveraging its technology platform to target what the Company may see as opportunities to expand its addressable market. If it chooses to pursue such
opportunities, Local Bounti will need to prioritize which opportunities it plans to develop, and there can be no guarantee that Local Bounti will select or
prioritize ones that ultimately prove appropriate for commercialization. Further, Local Bounti may spend time and resources developing opportunities that
may never materialize into new commercial business applications, or that may be developed at the expense of other appropriate commercial opportunities,
which may ultimately have been a better selection for reasons such as revenue growth, profitability, market expansion, or other financial and strategic
considerations.
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Local Bounti may not be able to implement its growth strategy successfully. Local Bounti’s operating results and financial condition will be
adversely affected if it fails to implement its growth strategy or if it invests resources in a growth strategy that ultimately proves unsuccessful.

Local Bounti’s operating costs to grow and sell its products may be higher than expected, which could impact its results and financial condition.

If Local Bounti is unable to secure access to inputs on terms consistent with expected costs, there could be material adverse impact on Local
Bounti’s business. Local Bounti faces operational risks including, but not limited to:
 

 
•  Utilities. Local Bounti is subject to market prices and may experience fluctuating, rising, or volatile energy costs which could negatively

affect its business, financial condition, and results of operation. Local Bounti may decide to enter into supply agreements to mitigate such
risks, where such options are present on favorable terms, but there is no guarantee of cost to operate its facilities.

 

 
•  Labor. Local Bounti relies on access to local labor supply, including skilled and unskilled positions. The Company may face pressure to

increase wages in order to attract and retain appropriate staffing of its facilities. Increases to minimum wages or competitive wages may
cause Local Bounti’s labor costs to run higher than expected, which could negatively affect its financial performance and cash flows.

 

 
•  Packaging Materials. Local Bounti packages its products in form factors consistent with comparable products in order to distribute and

present on-shelf. If raw material costs increase, or if Local Bounti is unable to achieve its expected packaging materials costs for any reason,
its financial performance could be adversely impacted.

 

 

•  Depreciation and Useful Life of Assets. Local Bounti relies on making assumptions about the expected useful life of the assets used to
operate its facilities. If the useful life turns out to be materially shorter than expected, the Company may need to invest additional capital to
replace these assets, and the corresponding depreciation expense may be greater than expected which would affect the Company’s
profitability and financial condition generally. If the cost of maintaining equipment necessary to its operations is greater than anticipated, it
could adversely impact the Company’s operations and financial results. There also may be future tax implications of Local Bounti’s ability to
make accurate assumptions about the expected useful life of its assets, and if Local Bounti is unable to correctly forecast such information,
its financial condition could be materially and negatively impacted.

 

 

•  Seeds and Other Supplies. Local Bounti may rely on certain seed supplies that may be specifically tailored to grow high-quality plants in its
CEA facilities. If there were a field crop failure where Local Bounti would have to depend on an alternative supply of seeds from qualified
back-up suppliers, the cost of seeds and its impact on production of Local Bounti’s products could be negatively impacted for a period of
time. Local Bounti also depends on consistent access of other inputs and supplies to operate its facilities reliably, including water supply,
nutrients, growth media, food safety testing, sanitation supplies and packaging materials, among others. If the cost of any of these inputs
increases materially, then Local Bounti’s financial results could be adversely affected.

 

 

•  Distribution of Finished Goods. Local Bounti may partially rely on third-party distribution and logistics to deliver its products. While the
Company believes there to be a competitive market of supply chain service providers, if the cost of such services increases materially due to
rising fuel costs, labor costs, or other macroeconomic factors, which may be beyond its control, then Local Bounti’s financial results could
be materially and negatively impacted.

If Local Bounti’s estimates or judgments relating to its critical accounting policies prove to be incorrect, its results of operations could be
adversely affected.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States (“U.S. GAAP”) requires
management to make estimates and assumptions that affect the amounts
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reported in Local Bounti’s Consolidated Financial Statements and related Notes appearing in our Annual Report on Form 10-K for the year ended
December 31, 2021 filed with the SEC on March 30, 2022 (the “Annual Report”). Local Bounti bases its estimates on historical experience and on various
other assumptions that it believes to be reasonable under the circumstances, as provided in the section entitled “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Critical Accounting Policies and Estimates” of this Registration Statement and the Annual Report. The
results of these estimates form the basis for making judgments about the carrying values of assets, liabilities and equity, and the amount of revenue and
expenses that are not readily apparent from other sources. Significant estimates and judgments involve the useful lives of fixed assets, the valuation of
instruments issued for financing and stock-based compensation, and income taxes, among others. Local Bounti’s results of operations may be adversely
affected if its assumptions change or if actual circumstances differ from those in its assumptions, which could cause the Company’s results of operations to
fall below the expectations of securities analysts and investors, resulting in a decline in the market price of its common stock.

Local Bounti will incur increased costs as a result of operating as a public company, and its management will devote substantial time to new
compliance initiatives.

Local Bounti will incur significant legal, accounting and other expenses that it did not incur as a private company, and these expenses may further
increase if Local Bounti ceases being an emerging growth company, as defined in Section 2(a) of the Securities Act of 1933, as amended (the “Securities
Act”). As a public company, Local Bounti is subject to the reporting requirements of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”), the Dodd-Frank Wall Street Reform and Consumer Protection Act, as well as rules
adopted, and to be adopted, by the SEC and the New York Stock Exchange (“NYSE”). Local Bounti’s management and other personnel will need to
devote a substantial amount of time to these compliance initiatives. Moreover, Local Bounti expects these rules and regulations to substantially increase its
legal and financial compliance costs and to make some activities more time-consuming and costly. The increased costs may increase Local Bounti’s net
loss. For example, Local Bounti expects these rules and regulations to make it more difficult and more expensive for it to obtain director and officer
liability insurance and it may be forced to accept reduced policy limits or incur substantially higher costs to maintain the same or similar coverage. Local
Bounti cannot predict or estimate the amount or timing of additional costs it may incur to respond to these requirements. The impact of these requirements
could also make it more difficult for Local Bounti to attract and retain qualified persons to serve on its Board of Directors (the “Board”) and Board
committees or as executive officers.

Local Bounti has identified material weaknesses in its internal control over financial reporting as of December 31, 2021 and 2020. If Local
Bounti fails to develop and maintain an effective system of internal control over financial reporting, it may not be able to accurately report its
financial results in a timely manner, which may adversely affect investor confidence in the Company.

In connection with Local Bounti’s financial statement close process for the years ended December 31, 2021 and 2020, Local Bounti identified a
material weakness in the design and operating effectiveness of its internal control over financial reporting. The material weakness Local Bounti identified
resulted from a lack of sufficient number of qualified personnel, causing a lack of segregation of duties, within its accounting function who possessed an
appropriate level of expertise to effectively perform the following functions:
 

 
•  design and maintain formal accounting policies, procedures and controls over significant accounts and disclosures to appropriately analyze,

record and disclose complex technical accounting matters, including, among other matters, equity transactions and stock-based
compensation, commensurate with its accounting and reporting requirements;

 

 •  identify, select and apply GAAP sufficiently to provide reasonable assurance that transactions were being appropriately recorded; and
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 •  assess risk and design appropriate control activities over information technology systems and financial and reporting processes necessary to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements.

A material weakness is a deficiency or combination of deficiencies in internal control over financial reporting such that there is a reasonable
possibility that a material misstatement of its financial statements would not be prevented or detected on a timely basis. These deficiencies could result in
additional material misstatements to its Consolidated Financial Statements that could not be prevented or detected on a timely basis.

Local Bounti’s management has developed a remediation plan and is in the process of implementing it. The remediation plan includes, without
limitation, the hiring of additional accounting and finance personnel with technical public company accounting and financial reporting experience. The
material weaknesses will not be considered remediated until management designs and implements effective controls that operate for a sufficient period of
time and management has concluded, through testing, that these controls are effective.

The Company’s management will monitor the effectiveness of the Company’s remediation plans and will make changes management determines to
be appropriate.

If not remediated, these material weaknesses could result in material misstatements to the Company’s annual or interim Consolidated Financial
Statements that might not be prevented or detected on a timely basis, or in delayed filing of required periodic reports. If Local Bounti is unable to assert
that its internal control over financial reporting is effective, or when required in the future, if the Company’s independent registered public accounting firm
is unable to express an unqualified opinion as to the effectiveness of the internal control over financial reporting, investors may lose confidence in the
accuracy and completeness of Local Bounti’s financial reports, the market price of the Common Stock could be adversely affected and the Company could
become subject to litigation or investigations by the NYSE, the SEC, or other regulatory authorities, which could require additional financial and
management resources.

Local Bounti’s ability to use NOL carryforwards and certain other tax attributes may be limited.

As of December 31, 2021, Local Bounti had approximately $41.8 million of U.S. federal and state net operating loss carryforwards available to
reduce future taxable income. These net operating loss carryforwards can be carried forward by the Company indefinitely. It is possible that Local Bounti
will not generate taxable income in time to use these net operating loss carryforwards before their expiration or at all. Under legislative changes made in
December 2017, U.S. federal net operating losses incurred in 2018 and in future years may be carried forward indefinitely, but the deductibility of such net
operating losses is limited. It is uncertain if and to what extent various states will conform to the newly enacted federal tax law. In addition, the federal and
state net operating loss carryforwards and certain tax credits may be subject to significant limitations under Section 382 and Section 383 of the U.S.
Internal Revenue Code of 1986, as amended (the “Code”), respectively, and similar provisions of state law. Under those sections of the U.S. Tax Code, if a
corporation undergoes an “ownership change,” the corporation’s ability to use its pre-change net operating loss carryforwards and other pre-change
attributes, such as research tax credits, to offset its post-change income or tax may be limited. In general, an “ownership change” will occur if there is a
cumulative change in our ownership by “5-percent shareholders” that exceeds 50 percentage points over a rolling three-year period. Similar rules may
apply under state tax laws.

Risks Related to the Natural Food Market

Local Bounti faces risks inherent in the CEA business, including the risks of diseases and pests.

Local Bounti is subject to the risks inherent in an agricultural business, such as insects, plant diseases and similar agricultural risks, which may
include crop losses, for which Local Bounti may not be insured. Although Local Bounti’s products are grown in climate-controlled, indoor vertical farms,
there can be no assurance that natural elements will not affect the production of these products. In particular, plant diseases or pest infestations are possible
and have the potential to materially impact production.
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Although Local Bounti has taken and continues to take precautions to guard against crop diseases and pests, these efforts may not be sufficient. In
addition, diseases and pests can make their way into greenhouses from outside sources over which Local Bounti has limited or no control. Diseases and
pests can be inadvertently brought in by employees, from seeds and propagation vendors and from the trucks that transport supplies to the greenhouse.
Once a disease or pest is introduced, Local Bounti will need to quickly identify the problem and take remedial action to preserve the growing season.
Failure to identify and remediate any diseases or pests in a timely manner could cause the loss of all or a portion of Local Bounti’s crop and result in
substantial time and resources to resume operations. Crop losses because of these agricultural risks could negatively impact Local Bounti’s business,
prospects, financial condition, results of operations and cash flows.

Local Bounti may not be able to compete successfully in the highly competitive natural food market.

Local Bounti operates in the highly competitive natural foods environment. With the importing of crops rapidly increasing, Local Bounti’s
competition includes large-scale operations in Mexico, Canada and to a lesser extent the western United States. In this market, competition is based on,
among other things, product quality and taste, brand recognition and loyalty, product variety, product packaging and package design, shelf space,
reputation, price, advertising, promotion and nutritional claims.

The produce industry generally does not work on long-term contracts and is dependent upon consistent sales targets to be successful. Local Bounti’s
ability to compete depends in part on its ability to secure placement of its product with customers; moreover, as Local Bounti enters new markets, its
ability to compete will depend in part on its ability to secure placement of its products with new customers, some of which Local Bounti does not have
existing relationships with today. Similarly, Local Bounti’s products historically have been available for consumers only in the northwestern United States.
When entering new geographies, Local Bounti may not be able to secure placement of its product with new customers, or its products may not attract end
consumers at the same rate, which could materially and adversely affect its results of operations and financial condition.

Local Bounti may not be able to compete against competition from traditional field farm operators, both domestic and abroad, as well as from
indoor growers or high-tech agricultural startups that are focused on local production within or near major cities, which would take away potential market
share from Local Bounti.

Some of these competitors have products that are well accepted in the marketplace today. Further, Local Bounti cannot be certain that it will
successfully compete with competitors that may have greater resources, including financial resources, sales resources, technical resources, or other
resources. Competitors also may have lower operational costs, and as a result may be able to offer comparable or substitute products to customers at a
lower price. This could put pressure on Local Bounti to lower its prices, resulting in reduced profitability or causing Local Bounti to lose market share if it
fails to lower prices. Retailers may also market competitive products under their own private labels, which are generally sold at lower prices, and may
change the merchandising of Local Bounti’s products such that Local Bounti has less favorable placement.

The CEA business is generally capital intensive but has relatively low barriers to entry, and Local Bounti will not be able to prevent competitors
from building and operating their own indoor farming sites.

In addition, Local Bounti’s ability to compete successfully depends, in large part, on its ability to implement its growth strategy of building
additional CEA facilities and expanding its product line. Local Bounti’s financial condition and operating results will be adversely affected if it fails to
implement its growth strategy or if Local Bounti invests resources in a growth strategy that ultimately proves unsuccessful.
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Local Bounti’s ability to generate and grow revenue is dependent on its ability to increase the yield in each of the anticipated product lines it
intends to grow. If Local Bounti is unable to increase the yield in each or most of these product lines, Local Bounti’s project revenue targets may not
be achieved on currently anticipated timelines or at all.
 

If Local Bounti is unable to grow product to its yield targets and quality specifications, its business, prospects, operational performance, and
financial condition could be materially and adversely affected. Local Bounti faces risks including, but not limited to:
 

 

•  Mechanical Failure. Local Bounti relies on its mechanical designs and equipment to provide the physical space and structures in which plants
are grown. It also provides the design and controls related to environmental conditions, nutrient delivery, lighting, conveyance, and other
elements necessary to grow plants in its systems. If mechanical issues or failures occur, the yield and quality of Local Bounti’s products
could be diminished for a period of time, which more generally could negatively impact Local Bounti’s operations and financial condition;

 

 
•  Systems or Software Failure. Local Bounti relies on integrated controls and computing to optimize and control the growing environments for

its produce. A failure in these systems or software could reduce output, lower yield or damage crop quality, which negatively impact
operations and financial conditions;

 

 

•  Human Error. Local Bounti relies on the know-how of its operations teams, their experience, and their oversight of the operations of its
facilities. If issues are caused by human error during the various phases of seeding, germination, growing, harvesting, or other standard
operating procedures, or if Local Bounti employees fail to properly oversee facility operations, then the yield and quality of Local Bounti’s
products could be diminished, which more generally could have material and adverse effects on Local Bounti’s business, operating results,
and financial condition; and

 

 

•  Seed Supply and Quality. Local Bounti may rely on certain seed supplies that may be specifically tailored to grow high-quality plants in its
CEA facilities. Seeds may originate from field-grown plants, where seeds are harvested, then bred to generate seed inventory. If there were a
field crop failure where Local Bounti would have to rely on an alternative supply of seeds from qualified back-up suppliers, the yield or
quality of production of Local Bounti’s products could be diminished for a period of time. Bad seed lots, low germination rates, and similar
issues that affect growing also could result in Local Bounti’s inability to achieve proper and consistent product yields or product quality,
which could materially and adversely affect performance, and more generally could negatively impact Local Bounti’s business, financial
condition and operating results.

Risks Related to Local Bounti’s Technology, Intellectual Property and Infrastructure

Local Bounti may need to defend itself against intellectual property infringement claims, which may be time-consuming and could cause Local
Bounti to incur substantial costs.

Local Bounti’s defense of intellectual property rights claims brought against it or its customers, suppliers and partners, with or without merit, could
adversely affect Local Bounti’s relationships with its customers, may deter future customers from purchasing its products, could be time-consuming,
expensive to litigate or settle, divert management resources and attention and force Local Bounti to acquire intellectual property rights and licenses, which
may involve substantial royalty or other payments and may not be available on acceptable terms or at all. Further, a party making such a claim, if
successful, could secure a judgment that requires Local Bounti to pay substantial damages or obtain an injunction. An adverse determination also could
invalidate Local Bounti’s intellectual property rights and adversely affect its ability to offer its products to its customers and may require Local Bounti to
procure or develop substitute intellectual property that does not infringe, which could require significant effort and expense. Any of these events could
adversely affect Local Bounti’s business, operating results, financial condition and prospects.
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The loss of any registered trademark or other intellectual property could enable other companies to compete more effectively with Local Bounti.

Local Bounti owns patents, trademarks and other proprietary rights that are important to its business, including Local Bounti’s principal trademarks,
“Local Bounti®,” “Stack & Flow TechnologyTM,” and “Farm of the FutureTM.” Local Bounti’s trademarks are valuable assets that reinforce the
distinctiveness of its brand to consumers, and Local Bounti’s operations utilize intellectual property that is patented. Local Bounti believes that the
protection of its patents, trademarks, copyrights and domain names is important to its success. Local Bounti has also invested a significant amount of
money in establishing and promoting its trademarked brand. A patent for our Stack & Flow TechnologyTM was submitted in August 2020. Additional
patents protecting additional features of our growing technology were submitted later in 2021. Local Bounti also relies on unpatented proprietary expertise
and copyright protection to develop and maintain its competitive position. Local Bounti’s continued success depends, to a significant degree, upon its
ability to protect and preserve its intellectual property, including patents, trademarks and copyrights.

Local Bounti relies on confidentiality agreements and patent, trademark and copyright law to protect its intellectual property rights. These
confidentiality agreements with team members and certain consultants, contract employees, suppliers and independent contractors generally require that
all information made known to them be kept strictly confidential.

Local Bounti cannot assure you that the steps it has taken to protect its intellectual property rights are adequate, that Local Bounti’s intellectual
property rights can be successfully defended and asserted in the future or that third parties will not infringe upon or misappropriate any such rights. In
addition, Local Bounti’s trademark rights and related registrations may be challenged in the future and could be cancelled or narrowed. Local Bounti’s
failure to protect its trademark rights could prevent Local Bounti in the future from challenging third parties who use names and logos similar to Local
Bounti’s trademarks, which may in turn cause consumer confusion or negatively affect consumers’ perception of Local Bounti’s brand and products.
Moreover, intellectual property disputes and proceedings and infringement claims may result in a significant distraction for management and significant
expense, which may not be recoverable regardless of whether Local Bounti is successful. Such proceedings may be protracted with no certainty of
success, and an adverse outcome could subject Local Bounti to liabilities, force Local Bounti to cease use of certain trademarks or other intellectual
property or force Local Bounti to enter into licenses with others. Any one of these occurrences may negatively impact Local Bounti’s business, financial
condition and results of operations.

Local Bounti relies on information technology systems and any inadequacy, failure, interruption or security breaches of those systems may
harm its ability to effectively operate its business.

Local Bounti is dependent on various information technology systems, including, but not limited to, networks, applications and outsourced services
in connection with the current and planned operation of its business. A failure of these information technology systems to perform as anticipated could
cause Local Bounti’s business to suffer. For example, Local Bounti growers are aided in their work by climate and greenhouse operations software. If this
software does not perform as anticipated, Local Bounti’s operations may be adversely affected resulting in decreased yield or quality, mitigation expenses,
waste, additional labor expenses and partial or full loss of the crop.

In addition, Local Bounti’s information technology systems may be vulnerable to damage or interruption from circumstances beyond Local
Bounti’s control, including fire, natural disasters, systems failures, viruses and security breaches. Any such damage or interruption could negatively impact
Local Bounti’s business.

Local Bounti uses or plans to use computers, software and technology in substantially all aspects of its business operations. Local Bounti’s
employees also use or plan to use mobile devices, social networking and other online activities to connect with crew members, distributors, customers and
consumers. Such uses give rise
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to cybersecurity risks, including security breaches, espionage, system disruption, theft and inadvertent release of information. Cybersecurity incidents are
increasing in their frequency, sophistication and intensity, with third- party phishing and social engineering attacks in particular increasing in connection
with the COVID-19 pandemic and potentially with the war in Ukraine. Local Bounti’s business involves sensitive information and intellectual property,
including know-how, private information about crew members and financial and strategic information about the Company and its business partners.
Additionally, the environmental controls systems (which control temperature, water, humidity and other systems) for our current facilities, and expected
for future facilities, could be subject to such cybersecurity risks and incursions, which could result in loss of entire crops in a short amount of time. The loss
of crops as the result of such an incident would materially adversely affect our business, financial condition and results of operations.

While Local Bounti has implemented and plans to implement measures to prevent security breaches and cyber incidents, these preventative
measures and incident response efforts may not be entirely effective. The theft, destruction, loss, misappropriation or release of sensitive information or
intellectual property, or interference with Local Bounti’s information technology systems or the technology systems of third parties on which it relies,
could result in business disruption, negative publicity, brand damage, violation of privacy laws, loss of customers and distributors, potential liability and
competitive disadvantage all of which could negatively impact Local Bounti’s business, financial condition or results of operations.

Risks related to the Pete’s Acquisition

Risks Related to the Integration of the Business of Pete’s following the Pete’s Acquisition.

We have devoted significant capital resources into the Pete’s Acquisition, and we may not realize the benefit of our investment due to difficulties we
may experience in integrating Pete’s operations with our own. These difficulties may result from, among other sources, the following: additional
accounting and operational expenses; employee turnover; changing market conditions affecting demand for leafy greens; inaccuracies in the information
obtained while making assumptions relating to the Pete’s Acquisition; delays in the completion of ongoing projects, the build-out of Pete’s facility in
Georgia (the “Georgia Facility”) and incorporating our Stack & Flow Technology™ or any other Local Bounti technology into Pete’s California facilities;
and integration risks associated with the employees and management teams of both companies.

The liabilities, risks and costs associated with the Pete’s Acquisition and the integration of Pete’s operations with our own operations may
detract from our core CEA operations.

Pete’s operations differ from our current business operations. Their business entails facilities and infrastructure that were not designed with our
technology and their greenhouse facilities have not yet incorporated our Stack & Flow Technology™ or any other Local Bounti technology. Outfitting
these greenhouse facilities with our technology may result in increased liabilities, risks and costs which could include, without limitation:
 

 •  the possibility that our projections about the success of the Pete’s Acquisition could be inaccurate and any such inaccuracies could have a
material adverse effect on our financial projections;

 

 •  the possibility that we could fail to attract new employees or retain and motivate existing employees, including key employees, in connection
with the Pete’s Acquisition;

 

 •  the possibility that we may be unable to integrate or migrate our technology into Pete’s existing greenhouse facilities, which could create a
risk of errors or performance problems and could affect our ability to meet customer service level obligations;

 

 •  the possibility that unanticipated capital expenditures may be required post-closing in connection with the integration of the business of
Pete’s into our existing business; and

 

 •  the possibility of litigation or other claims in connection with, or as a result of, the Pete’s Acquisition, including claims from Pete’s past
employees, customers, or other third parties.
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As provided below, the integration of Pete’s operations with our own greenhouse operations will present operational risks and challenges. This
integration will require significant time and resources focused on Pete’s operations, including the time and effort of our management team and, if we fail to
successfully integrate Pete’s business with our own, we may not realize the benefits expected from the Pete’s Acquisition, and our business may be
harmed.

Pete’s may not be integrated with our business successfully or such integration may be more difficult, time-consuming, or costly than expected.
Operating costs, customer loss, and business disruption, including difficulties in maintaining relationships with employees, customers, suppliers, or
vendors, may be greater than expected following the Pete’s Acquisition. Revenues following the Pete’s Acquisition may be lower than expected.

The Pete’s Acquisition contemplates the acquisition of an existing business and its integration, which is complex, costly and time-consuming. It will
divert significant management attention and resources to combining the acquired business with our existing operations. This process may disrupt both
businesses. The failure to meet the challenges involved in combining the two businesses and to realize the anticipated benefits of the Pete’s Acquisition
could cause an interruption of, or a loss of momentum in, the activities of one or both businesses and could adversely affect their results of operations. The
Pete’s Acquisition and integration of Pete’s may also result in material unanticipated problems, expenses, liabilities, competitive responses, and loss of
customer and other business relationships. The difficulties of combining the operations of the companies include, among others:
 

 •  difficulties in integrating operations and systems, administrative and information technology infrastructure and financial reporting and
internal control systems;

 

 •  challenges in conforming standards, controls, procedures and accounting and other policies, business cultures and compensation structures
between the two companies;

 

 •  difficulties in integrating employees and attracting and retaining key personnel, including talent;
 

 •  challenges in retaining existing customers, suppliers and employees, and with obtaining new customers, suppliers and employees;
 

 •  difficulties in managing the expanded operations of a significantly larger and more complex consolidated company;
 

 •  potential unknown liabilities, adverse consequences, and unforeseen increased expenses associated with the Pete’s Acquisition; and
 

 •  the ongoing effects of the global COVID-19 pandemic, including supply chain delays and similar other industry-related challenged.

Many of these factors are outside of our control. Any one of them could result in lower revenues, higher costs, and diversion of management time
and energy, which could materially impact the business, financial condition, and results of operations of the consolidated companies. In addition, even if
the operations of our businesses are integrated successfully, the full benefits of the Pete’s Acquisition may not be realized. These unrealized benefits may
include, without limitation, the synergies or growth opportunities that are expected. These benefits may not be achieved within the anticipated time frame
or at all. Further, additional unanticipated costs may be incurred in the integration of our businesses. All of these factors could negatively impact the price
of the consolidated companies’ operations and/or the trading price of shares of the Company’s common stock following the Pete’s Acquisition. As a result,
it cannot be assured that the combination of our businesses will result in the realization of the full benefits expected from the Pete’s Acquisition within the
anticipated time frames or at all. Accordingly, holders of the Company’s common stock may experience a loss as a result of a decline in the trading price
of such common stock. In addition, a decline in the market price of the Company’s common stock following the consummation of the Pete’s Acquisition
could adversely affect the Company’s ability to issue additional securities and to obtain additional financing in the future on reasonable terms or at all. This
decline could also expose us to potential shareholder claims or regulatory review, and we could incur significant litigation expenses defending against
actions, whether meritorious or not.
 

23



Table of Contents

Our plans and strategic initiatives for Pete’s assume we will be able to successfully integrate its business, implement our technologies into its
existing greenhouse facilities and utilize its existing customer and distribution channels; however, various factors both outside and within our control
may affect our ability to successfully do so, and, if we are unsuccessful in integrating Pete’s operations into our own, we may never realize the
anticipated benefits of the Pete’s Acquisition.

Our plans and strategic initiatives regarding Pete’s are dependent on our management team’s ability to successfully integrate Pete’s operations into
our own. We anticipate our management team devoting a significant portion of their time and energy to this Acquisition, which may distract them from
other aspects of our business; as a result, business and results from operations may suffer.

Further, though we have devoted significant resources to our diligence investigation of Pete’s, we can give no assurances that we have identified all
potential risks and liabilities associated with its operations, or that we will be able to adequately respond to those risks and liabilities we did identify. If
these risks and liabilities occur—or if unanticipated risks and liabilities arise, and we are unable to adequately respond to them—we may experience
significant delays in integrating Pete’s operations into our own, if we are successful at all. If we are unable to integrate Pete’s, we will not realize the
anticipated benefits of the Pete’s Acquisition, which may have a material and adverse effect on our business, results of operations, and financial condition,
as well as on the trading price of shares of our common stock.

Pete’s operations acquired in the Pete’s Acquisition are subject to federal, state and local environmental laws, ordinances and regulations. While
Local Bounti intends to comply with all such applicable regulations, there is no assurance that Local Bounti is, or will be, in compliance with all such
regulations, and any failure to comply could result in monetary penalties, fines or clean-up costs.

The greenhouse facilities acquired in the Pete’s Acquisition use fertilizers, pesticides, herbicides and other substances, some of which may
potentially be considered hazardous or toxic substances. Various federal, state, and local environmental laws, ordinances and regulations regulate our
facilities and operations, including the application, release, disposal and use of such potentially hazardous or toxic substances that could threaten public
health or the environment. Environmental laws, ordinances and regulations can vary greatly according to a site’s location, former or present uses and other
environmental-related factors. The Company could be adversely impacted by a decision, judgment or order issued by a governmental or regulatory agency
that significantly restricts the use of any fertilizers, pesticides, herbicides and other substances that have been traditionally used in the cultivation of one of
our products. Under the federal Insecticide, Fungicide and Rodenticide Act, as amended, the Food, Drug and Cosmetic Act, as amended, and the Food
Quality Protection Act of 1996, as amended, the U.S. Environmental Protection Agency is undertaking a series of regulatory actions relating to the
evaluation and use of pesticides in the food industry. Such legislation, laws and regulatory current and future actions regarding the availability and use of
such substances could adversely affect the Company’s production, business and financial condition. The Company also faces potential environmental
liabilities by virtue of its current and prior ownership or leasing of real property, including the greenhouse facilities acquired in the Pete’s Acquisition,
some of which have used herbicides, pesticides or fertilizers. Under such laws, ordinances and regulations, the Company may be deemed responsible for
the removal, disposal, cleaning or remediation of hazardous or toxic substances in, under or upon real property on which our facilities and operations are
located. These laws, ordinance and regulations could impose liabilities without regard to whether the Company knew or were aware of, or were responsible
for, the presence of hazardous or toxic substances. The presence of hazardous or toxic substances, misuse of or failure to properly apply, release, use, clean
or remediate such substances when present, could jeopardize our ability to use, sell or collateralize certain real property and could subject Local Bounti to
criminal or civil enforcement actions, including significant monetary penalties, fines or clean-up costs.

Local Bounti’s management monitors environmental legislation and requirements and makes every effort to remain in compliance with such laws,
ordinances and regulations. The Company also purchases insurance for environmental liability when it is available; however, the Company’s insurance
may not be adequate to cover any
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such damages, penalties, fines or costs, or its insurance may not continue to be available at a price or under terms that are satisfactory to the Company. In
any of these cases, if the Company is required to pay any such damages, penalties, fines or costs, it is possible that its business, financial condition and
results of operations could be adversely affected. Future environmental laws, ordinances and regulations could also impact the Company’s business and
operations, but it cannot predict the extent to which the Company would be impacted.

The use of herbicides, pesticides and other potentially hazardous substances in Pete’s operations acquired in the Pete’s Acquisition may lead to
environmental damage and result in increased costs to us.

Certain of the greenhouse facilities acquired in the Pete’s Acquisition use herbicides, pesticides and other potentially hazardous substances in the
operation of its business, and the Company will need to continue the operations at such facilities for some period of time until fully integrated and
retrofitted with the Company’s technologies. The Company may have to pay for the costs or damages associated with the improper application, accidental
release or use or misuse of such substances. The Company’s insurance may not be adequate to cover such costs or damages or may not continue to be
available at a price or under terms that are satisfactory to the Company. In such cases, payment of such costs or damages could have a material adverse
effect on the Company’s business, results of operations and financial condition.

We may encounter increased costs for accounting and internal controls over financial reporting as a result of the Pete’s Acquisition.

While we anticipate complying with the requirements associated internal control over financial reporting, following the Pete’s Acquisition, we may
be required to expend greater resources in completing this conversion than anticipated.

We may be subjected to increased compliance costs and liability risks associated with Pete’s workforce.

As of March 31, 2022, we had 127 full-time employees. Pete’s workforce of approximately 130 employees could create various new and expanded
employment-related liabilities and compliance obligations for the Company, including the Occupational Safety and Health Administration compliance
matters, which may increase our labor costs and expose us to previously inapplicable risks. With Pete’s additional workforce expected to join the
Company, the Company could incur significant additional compliance costs. These increased costs may cause the assumptions underlying our plans,
projections, and strategic initiatives with respect to the Pete’s Acquisition to be incorrect. If this occurs, we may not realize the anticipated benefits of the
Pete’s Acquisition and our business, results of operations, and financial condition may be materially and adversely affected.

Pete’s existing facilities may not be adaptable to new technologies.

We intend to implement our Stack & Flow Technology™ and other technologies into Pete’s existing facilities. To the extent we are unable to
implement our technologies into Pete’s existing facilities as anticipated, our business and operations will be negatively impacted. This would ultimately
impact the combined company’s customers’ experience, which may have a negative impact on operating cash flows, liquidity and financial condition.

We may experience supply chain or procurement disruptions, or increased supply chain costs, which may lead to construction delays at the
facilities acquired in the Pete’s Acquisition.

The ongoing development of the Georgia Facility is planned for a relatively short-term construction schedule, with completion expected in the
second quarter of 2022. Similarly, the implementation of our technology into Pete’s other existing facilities will require modifications and, in some cases,
additional construction. These activities require timely delivery of required equipment and materials. We rely on third
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parties to provide the equipment and materials needed for our construction and development needs. The global supply chain for this equipment and
materials could be impacted by disruptions, such as political events, international trade disputes, war, acts of terrorism, hostilities or wars (such as the
conflict between Russia and Ukraine), natural disasters, public health issues, such as the ongoing COVID-19 global pandemic, industrial accidents,
inflation, and other business interruptions, which could lead to delays, reputational damage, interruptions of service for our customers, and disruptions of
our future plans and strategic initiatives. If any such delay or disruption were to occur, it could have a material adverse effect on our liquidity and financial
condition.

Changes in the costs of procuring materials and equipment used in our construction and development programs, including vendor costs, or changes
in our relationships with vendors, could also have an adverse effect on our results of operations. Further, during the COVID-19 global pandemic, we have
observed increases in the prices for certain component parts and finished equipment. To the extent we determine our costs to complete the development of
the Georgia Facility or implementing our technology into Pete’s other existing facilities are too high, we may suspend, reduce the scope of, or permanently
abandon the implementation of our technology into such facilities, which could have material and adverse effects on our plans and strategic initiatives.

Though we have undertaken various proactive efforts to secure our global supply chain against the ongoing effects of COVID-19, its full extent and
impact on our future supply chain and procurement process cannot be reasonably estimated at this time, and it could have a material adverse impact on our
business and financial condition.

Following the Pete’s Acquisition, the Company’s currently operating facilities and other real property are concentrated entirely in Montana,
California and Georgia.

Following the Pete’s Acquisition, all of the Company’s currently operating facilities and other real property will be located in Montana, California
and Georgia, and the Company’s business are especially sensitive to the economic conditions within California. Any adverse change in the economic
climate of Montana, California, Georgia or regions of those states, and any adverse change in the political or regulatory climate of those states or counties
where the Company’s facilities or property are located in those states, could adversely affect the Company’s strategic growth and development activities.
Moreover, the Company’s ability to use, sell or lease any of its facilities or real property could decline as a result of weak economic conditions or
restrictive laws or regulations in Montana, California or Georgia or any areas therein.

The lack of sufficient water would severely impact our ability to produce crops or develop any of the Company’s facilities or real property.

The average rainfall in certain areas of California could potentially fall substantially below amounts required to grow crops, and therefore we are
dependent on the Company’s rights to pump water from underground aquifers. Extended periods of drought in Montana, California or Georgia may put
additional pressure on the use and availability of water for agricultural uses, and in some cases, governmental authorities could divert, or already have
diverted, water to other uses, and such pressure is particularly acute in California. When such states grow in population, there are increasing and multiple
pressures on the use and distribution of water, which could be deemed a finite resource. Lack of available potable water can also limit facility and real
property development.

Our water resources include water rights, usage rights and pumping rights to the water in aquifers under, and canals that run through, the land we
own. Water for our farming operations is sourced from the existing water resources associated with our land, which includes rights to water in certain
basins and aquifers. We may use federal project water, as well as ground water and water from certain local water districts and counties.

California experienced below-average precipitation in the 2020-2021 rainfall season and above-average precipitation in the first three months of the
current rainfall season as of December 31, 2021. According to the
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U.S. Drought Monitor, California experienced severe drought conditions as of December 31, 2021. As an example, though not directly impacting facilities
acquired in the Pete’s Acquisition, in October 2021, the California Governor declared a drought state of emergency statewide. Federal officials who
oversee the Central Valley Project, California’s largest water delivery system, oversee and determine the allocation of water amounts to Salinas Valley
farmers, and such allocations could be decreased in the future. We will continue to assess the impact similar reductions may have on the California
facilities acquired in the Pete’s Acquisition, including as the applicable water districts with oversight of such facilities continues to implement allocation
measures and restrictions.

Costs may increase as we pump more water than our historical averages, and federal, state and local water delivery infrastructure costs may
potentially increase to access these limited water supplies. We will continue to monitor developments and governmental actions that could adversely
impact our access and ability to obtain water to our facilities. We believe we will have access to adequate supplies of water for our agricultural operations.
However, if future drought conditions are worse than prior drought conditions or if governmental or regulatory responses to such conditions limit our
access or ability to obtain or pump water, our business could be negatively impacted by these conditions and responses in terms of access to and cost of
water.

Risks Related to our Customers

Local Bounti could be adversely affected by a change in consumer preferences, perception and spending habits in the food industry, and failure
to develop and expand its product offerings or gain market acceptance of its products could have a negative effect on Local Bounti’s business.

The market in which Local Bounti operates is subject to changes in consumer behavior. Local Bounti’s performance will depend significantly on
factors that may affect the level and pattern of consumer spending in the U.S. food industry market in which Local Bounti operates, including consumer
preference, income, confidence in and perception of the safety and quality of Local Bounti’s products and competitive products, and shifts in the perceived
value for Local Bounti’s products relative to alternatives. Such factors include consumer preference, consumer income, consumer confidence in and
perception of the safety and quality of Local Bounti products and shifts in the perceived value for Local Bounti products relative to alternatives.
 

 

•  Consumer Preferences. Local Bounti’s first commercialized crops are leafy greens and fresh herbs, including variations of loose leaf and
living lettuce, basil and cilantro. There is no guarantee that leafy greens and herbs will continue to be demanded by consumers, or that
consumers will prefer the leafy greens and herbs grown by Local Bounti versus competitors. Consumer trends toward crops with lower yields
or at lower price points may adversely affect Bounti’s financial performance. If Local Bounti expands its product offerings to include other
produce, it will similarly be impacted by consumer preferences for such products.

 

 

•  Safety and Quality Concerns. Media coverage regarding the safety or quality of, or diet or health issues relating to, Local Bounti’s products
or the processes involved in their production, may damage consumer confidence in Local Bounti products. For example, manufacturers and
regulatory authorities have issued recalls of loose leaf lettuce in the past due to issues such as salmonella contamination. Any widespread
safety or quality issues of loose leaf lettuce or other fresh vegetables and herbs — even if not involving Local Bounti—could adversely affect
consumer confidence in and demand for such loose leaf lettuce. Further, CEA is a relatively small, new industry, and a food safety incident
involving an indoor farming producer other than Local Bounti, including direct competitors, may adversely affect consumer perception of or
demand for Local Bounti’s products.

 

 
•  Consumer Income. A general decline in the consumption of Local Bounti products could occur at any time as a result of change in

consumer spending habits, including an inability to purchase Local Bounti products due to financial hardship or increased price sensitivity,
which may be exacerbated by the effects of the COVID-19 pandemic, rising inflation and the war in Ukraine.
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•  Desire for Sustainable Products. A general decline in the consumption of Local Bounti products could occur at any time as a result of

change in consumer spending habits, including an unwillingness to pay a premium for products that are more sustainable or meet ESG
objectives in a manner more in-line with consumer preferences.

 

 
•  Price Compression. Tomatoes have decreased in price consistently over the past 10 to 15 years due to an increase in production. Loose leaf

lettuce may follow this trend and this could pose a risk to the gross margins of the Company, which could negatively and materially affect
the Company’s financial performance.

The success of Local Bounti products will depend on a number of factors including Local Bounti’s ability to accurately anticipate changes in market
demand and consumer preferences, its ability to differentiate the quality of Local Bounti products from those of its competitors, and the effectiveness of
marketing and advertising campaigns for Local Bounti products. Local Bounti may not be successful in identifying trends in consumer preferences and
growing or developing products that respond to such trends in a timely manner. Local Bounti or its retail partners also may not be able to effectively
promote Local Bounti products by marketing and advertising campaigns and gain market acceptance. If Local Bounti products fail to gain market
acceptance, are restricted by regulatory requirements or have quality problems, Local Bounti may not be able to fully recover costs and expenses incurred
in its operations, and Local Bounti’s business, financial condition or results of operations could be materially and adversely affected.

Demand for lettuce, cilantro, basil and other greens and herbs is subject to seasonal fluctuations and may adversely impact Local Bounti’s
results of operations in certain quarters.

Demand for leafy greens products may be subject to some degree of seasonality due to consumer behavior. As a result, comparisons of Local
Bounti’s sales and operating results between different periods may not necessarily be meaningful comparisons. If Local Bounti is not correct in forecasting
demand and planning its growing seasons accordingly, Local Bounti may experience reduced average sales prices or a supply-demand imbalance, which
could adversely impact its results of operations at certain times of the year.

As Local Bounti grows its sales into the retail channel and increase sales through individual retailers, the loss or significant reductions in orders
from Local Bounti’s top retail customers could have a material adverse impact on its business.

Local Bounti’s customers include retailers and food service distributors. Sales to Local Bounti’s top retail customers contribute to a significant
portion of Local Bounti’s revenue, accounting for approximately 81% of Local Bounti’s gross revenue for the quarter ended March 31, 2022. Local Bounti
believes sales to its top retailer customers will continue to constitute a significant portion of its revenue, income and cash flow for the foreseeable future.
Local Bounti’s inability to resolve a significant dispute with any of its top retail customers, a change in the business condition (financial or otherwise) of
any of its top retail customers, even if unrelated to Local Bounti, a significant reduction in sales to any top retail customer, or the loss of any of top retail
customer can adversely affect Local Bounti’s business, financial condition or results of operations.

Risks Related to Legal Matters and Regulations

The unavailability, reduction or elimination of government and economic incentives could negatively impact Local Bounti’s business, prospects,
financial condition and operating results.

Any reduction, elimination or discriminatory application of government subsidies and economic incentives because of policy changes, the reduced
need for such subsidies and incentives due to the perceived success of Local Bounti’s operations or other reasons may result in the diminished
competitiveness of the CEA facility industry generally or Local Bounti products in particular. This could materially and adversely affect Local Bounti’s
business, prospects, financial condition and operating results.
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Local Bounti may be subject to litigation and government inquiries and investigations involving its business, the outcome of which is
unpredictable, and an adverse decision in any such matter could have a material effect on Local Bounti’s financial position and results of operations.

From time to time, Local Bounti may be party to various claims and litigation proceedings. Local Bounti will evaluate these claims and litigation
proceedings to assess the likelihood of unfavorable outcomes and to estimate, if possible, the amount of potential losses. Based on these assessments and
estimates, Local Bounti may establish reserves, as appropriate. These assessments and estimates are based on the information available to management at
the time and involve a significant amount of management judgment. Actual outcomes or losses may differ materially from Local Bounti’s assessments and
estimates. Local Bounti is not currently party to any material litigation.

Even when not merited, the defense of these lawsuits may divert management’s attention, and Local Bounti may incur significant expenses in
defending these lawsuits. The results of litigation and other legal proceedings are inherently uncertain, and adverse judgments or settlements in some of
these legal disputes may result in adverse monetary damages, penalties or injunctive relief against Local Bounti, which could negatively impact its
financial position, cash flows or results of operations. Any claims or litigation, even if fully indemnified or insured, could damage Local Bounti’s
reputation and make it more difficult to compete effectively or to obtain adequate insurance in the future.

Local Bounti’s business involves significant risks and uncertainties that may not be covered by indemnity or insurance.

While Local Bounti maintains insurance for certain potential liabilities, such insurance does not cover all types and amounts of potential liabilities
and is subject to various exclusions as well as caps on amounts recoverable. Even if Local Bounti believes a claim is covered by insurance, insurers may
dispute Local Bounti’s entitlement to recovery for a variety of potential reasons, which may affect the timing and, if the insurers prevail, the amount of
Local Bounti’s recovery. Any settlement or judgment against Local Bounti that exceeds the policy limits or not covered by its policies or not subject to
insurance would have to be paid from Local Bounti’s cash reserves, which would reduce Local Bounti’s capital resources.

Local Bounti’s future operations could expose it to the risk of material environmental and regulatory liabilities, including unforeseen costs
associated with compliance and remediation efforts, and government and third party claims, which could have a material adverse effect on Local
Bounti’s reputation, results of operations and cash flows.

The manufacture and marketing of food products is highly regulated. Local Bounti and its suppliers are subject to a variety of laws and regulations.
These laws and regulations apply to many aspects of Local Bounti’s business, including the production, packaging, labeling, distribution, advertising, sale,
quality, and safety of its products, as well as the health and safety of its employees and the protection of the environment.

Local Bounti is subject to regulation by various government agencies, including the USDA, the FDA, the Federal Trade Commission, the
Occupational Health and Safety Administration, and the U.S. Environmental Protection Agency, as well as various state and local agencies. Local Bounti
is also regulated outside the United States by various international regulatory bodies. In addition, depending on customer specification, Local Bounti may
be subject to certain voluntary, third-party standards, such as Global Food Safety Initiative standards and review by voluntary organizations, such as the
Council of Better Business Bureaus’ National Advertising Division. Local Bounti could incur costs, including fines, penalties and third-party claims,
because of any violations of, or liabilities under, such requirements, including any competitor or consumer challenges relating to compliance with such
requirements. The loss of third-party accreditation could result in lost sales and customers, and may adversely affect Local Bounti’s business, results of
operation, and financial condition. In connection with the marketing and advertisement of its products, Local Bounti could be the target of claims relating
to false or deceptive advertising, including under the auspices of the Federal Trade Commission and the consumer protection statutes of some states.
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CEA farming is a relatively new industry lacking a deep body of specific regulations applicable to its operations. As the industry matures, Local
Bounti may become subject to new regulations that may adversely affect its business.

The regulatory environment in which Local Bounti operates could change significantly and adversely in the future. Any change in production,
labeling or packaging requirements for Local Bounti’s products may lead to an increase in costs or interruptions in production, either of which could
adversely affect its operations and financial condition. New or revised government laws and regulations could result in additional compliance costs and, in
the event of non-compliance, civil remedies, including fines, injunctions, withdrawals, recalls, or seizures and confiscations, as well as potential criminal
sanctions, any of which may adversely affect Local Bounti’s business, results of operations, and financial condition.

Political issues and considerations could have a significant effect on Local Bounti’s business.

There is uncertainty with respect to, among other things, legislation, regulation and government policy at the federal, state and local levels. Specific
legislative and regulatory proposals discussed recently that may adversely impact Local Bounti include, but are not limited to, changes to existing trade
agreements, import and export regulations, tariffs, travel restrictions, customs duties, income tax regulations and the federal tax code, public company
reporting requirements, environmental regulations, antitrust enforcement and regulation related to the COVID-19 pandemic. Any changes in the political
issues and considerations may have a negative impact on Local Bounti’s business, its financial condition and results of operations could be adversely
affected.

Product contamination, food-safety and foodborne-illness incidents or advertising or product mislabeling may materially adversely affect Local
Bounti’s business by exposing Local Bounti to lawsuits, product recalls, or regulatory enforcement actions, increasing Local Bounti’s operating costs
and reducing demand for its product offerings.

The sale of food products for human consumption involves inherent legal and other risks, including the tampering by unauthorized third parties and
risk of illness or injury incidents to consumers. Such incidents may result from foodborne illnesses or other food safety incidents caused by Local Bounti
products, or involving its suppliers, including the presence of foreign objects, substances, chemicals, other agents or residues introduced during a product’s
growing, storage, handling or transportation stages. Any such incident could result in the discontinuance of sales of these products or Local Bounti’s
relationships with such suppliers, or otherwise result in increased operating costs, regulatory enforcement actions or harm to Local Bounti’s reputation.
Shipment of adulterated or misbranded products, even if inadvertent, can result in criminal or civil liability. Such incidents could also expose Local Bounti
to product liability, negligence, or other lawsuits, including consumer class action lawsuits. Any claims brought against us may exceed or be outside the
scope of Local Bounti’s existing or future insurance coverage or limits. Even if a product liability claim against us is unsuccessful or is not fully pursued,
the negative publicity surrounding any assertion that our products caused illness or injury could adversely affect our reputation with existing and potential
customers, as well as our corporate and brand image. Any claims or judgments against Local Bounti that exceed our insurance coverage limits or that are
not covered by our insurance policies or by any indemnification or contribution rights that we may have against others would likely be paid from Local
Bounti’s cash reserves, which would reduce Local Bounti’s capital resources. We maintain product liability insurance; however, we cannot be certain that
we will not incur claims or liabilities for which we are not insured or that exceed our insurance coverage amounts.

The occurrence of foodborne illnesses or other food safety incidents could also adversely affect the price and availability of affected raw materials,
resulting in higher costs, disruptions in supply and a reduction in sales. Furthermore, any instances of product contamination or regulatory noncompliance,
whether or not caused by Local Bounti’s actions, could compel Local Bounti, its suppliers, distributors or customers, depending on the circumstances, to
conduct a recall in accordance with Food and Drug Administration regulations, and comparable state laws. Food recalls could result in significant losses
due to their costs, the destruction of product inventory,
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lost sales due to the unavailability of the product for a period of time, potential loss of existing distributors or customers and a potential negative impact on
Local Bounti’s ability to attract new customers due to negative consumer experiences or because of an adverse impact on Local Bounti’s brand and
reputation. The costs of a recall could be outside the scope of Local Bounti’s existing or future insurance policy coverage or limits. Moreover, we believe
governmental scrutiny and public awareness of food safety issues is also increasing. We are subject to governmental inspection, laws and regulations, and
we believe our facilities comply in all material respects with applicable laws and regulations; however, we cannot be certain that consumption of our
products will not cause health-related illness or injury incidents in the future or that we will not be subject to claims or lawsuits relating to such matters.

In addition, food companies have been subject to targeted, large-scale tampering as well as to opportunistic, individual product tampering, and Local
Bounti, like any food company, could be a target for product tampering. Forms of tampering could include the introduction of foreign material, chemical
contaminants and pathogenic organisms into consumer products as well as product substitution. Food and Drug Administration regulations require
companies like Local Bounti to analyze, prepare, and implement mitigation strategies specifically to address tampering designed to inflict widespread
public health harm. If Local Bounti does not adequately address the possibility, or any actual instance, of product tampering, Local Bounti could face
possible seizure or recall of its products, suspension of its facilities’ registrations, and/or the imposition of civil or criminal sanctions, which could
materially adversely affect Local Bounti’s business, financial condition and operating results.

Local Bounti’s brand and reputation may be diminished due to real or perceived quality or food-safety issues with its products, which could
negatively impact Local Bounti’s business, reputation, operating results and financial condition.

Real or perceived quality or food safety concerns or failures to comply with applicable food regulations and requirements, whether or not ultimately
based on fact and whether or not involving Local Bounti (such as incidents involving Local Bounti’s competitors), could cause negative publicity and
reduced confidence in Local Bounti’s brand or products, which could in turn harm its reputation and sales, and could adversely affect its business,
financial condition and operating results. Brand value is also based on perceptions of subjective qualities, such as appearance and taste, and any incident
that erodes the loyalty of Local Bounti’s consumers, including changes to product appearance, taste or packaging, could significantly reduce the value of
Local Bounti’s brand and significantly damage its business.

Local Bounti also has no control over its products once a third-party distributor takes possession of them. Distributors or consumers may store Local
Bounti products under conditions and for periods of time inconsistent with the USDA, the FDA, and other governmental guidelines, which may adversely
affect the quality and safety of Local Bounti’s products.

If consumers do not perceive Local Bounti’s products to be of high quality or safe, then the value of its brand would be diminished, and its business,
results of operations and financial condition would be adversely affected. Any loss of confidence on the part of consumers in the quality and safety of
Local Bounti’s products would be difficult and costly to overcome. Any such negative effect could be exacerbated by Local Bounti’s market positioning
as a socially conscious grower of high-quality produce and may significantly reduce Local Bounti’s brand value. Issues regarding the safety of any of
Local Bounti’s products, regardless of the cause, may harm its brand, reputation and operating results.

Local Bounti’s operations are, or will be, subject to regulation by the USDA, the FDA and other federal, state and local regulation, and while
Local Bounti intends to comply with all such applicable regulations, there is no assurance that Local Bounti is, or will be, in compliance with all such
regulations.

Local Bounti’s operations are, or will be, subject to extensive regulation by the USDA, the FDA and other federal, state and local authorities.
Specifically, Local Bounti is or will be subject to the requirements of the
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Federal Food, Drug and Cosmetic Act and regulations promulgated thereunder by the FDA. This comprehensive regulatory program governs, among other
things, the growing, packaging, labeling and safety of food. Under this program, the FDA requires that facilities that grow and pack, food products comply
with a range of requirements, including standards for the growing, harvesting, packing and holding of produce. Our facilities are subject to periodic
inspection by federal, state and local authorities. If Local Bounti cannot successfully grow products that conform to its specifications and the strict
regulatory requirements of the USDA, the FDA or other federal applicable regulations, Local Bounti may be subject to adverse inspectional findings or
enforcement actions, which could materially impact Local Bounti’s ability to market its products, or could result in a recall of Local Bounti products that
have already been distributed. While Local Bounti intends to comply with all such applicable regulations, there is no assurance that Local Bounti is, or will
be, in compliance will all such regulations. If the USDA, the FDA (under the FSMA) or a comparable regulatory authority determines that Local Bounti
has not complied with the applicable regulatory requirements, Local Bounti’s business may be materially impacted.

Local Bounti seeks to comply with applicable regulations through a combination of employing internal experience and expert personnel to ensure
quality-assurance compliance (i.e., assuring that products are not adulterated or misbranded) and contracting with third-party laboratories that conduct
analyses of products to identify any potential contaminants before distribution. Failure by Local Bounti to comply with applicable laws and regulations or
maintain permits, licenses or registrations relating to its operations could subject Local Bounti to civil remedies or penalties, including fines, injunctions,
recalls or seizures, warning letters, restrictions on the marketing or production of products, or refusals to permit the import of raw materials, as well as
potential criminal sanctions, which could result in increased operating costs resulting in a material effect on Local Bounti’s operating results and business.

Failure by any suppliers of raw materials to comply with food safety, environmental or other laws and regulations, or with the specifications and
requirements of Local Bounti’s products, may disrupt Local Bounti’s supply of products and adversely affect its business.

If Local Bounti’s current or future suppliers of raw materials fail to comply with food safety, environmental, or other laws and regulations, or face
allegations of non-compliance, Local Bounti’s operations may be disrupted. Additionally, downstream distribution partners are required to maintain the
quality of Local Bounti products and to comply with Local Bounti’s standards and specifications. In the event of actual or alleged non-compliance, Local
Bounti might be forced to find alternative suppliers and may be subject to lawsuits related to such non-compliance by such suppliers. As a result, Local
Bounti’s supply of produce and finished inventory could be disrupted or Local Bounti’s costs could increase, which would adversely affect Local Bounti’s
business, results of operations, and financial condition. The failure of any supplier to comply with Local Bounti’s specifications and requirements could
adversely affect Local Bounti’s reputation in the marketplace and result in product recalls, product liability claims, and economic loss. Additionally,
actions Local Bounti may take to mitigate the impact of any disruption or potential disruption in its supply of produce, including increasing inventory in
anticipation of a potential supply or production interruption, may adversely affect Local Bounti’s business, results of operations, and financial condition.

Risks Related to Local Bounti’s Term Loan Facility

Local Bounti has entered into agreements with Cargill Financial for a term loan credit facility. The credit facility is secured by all of the
Company’s assets, including its intellectual property. Additionally, if there is an occurrence of an uncured event of default, Cargill Financial has the
right to foreclose on all Local Bounti assets, and securities in the Company could be rendered worthless.

Local Bounti entered into agreements for a credit facility in September 2021 with Cargill Financial and entered into an amendment to such facility
which became effective upon the closing of the Pete’s Acquisition. The credit facility is secured by all of the Company’s assets, including its intellectual
property. Additionally, the
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definitive documentation states that if Local Bounti defaults on its obligations, Cargill Financial could foreclose on all Local Bounti assets, which would
materially harm Local Bounti’s business, financial condition and results of operations. The pledge of these assets and other restrictions may also limit
Local Bounti’s flexibility in raising capital for other purposes. Because all of Local Bounti’s assets are pledged under the credit facility, Local Bounti’s
ability to incur additional secured indebtedness or to sell or dispose of assets to raise capital may be impaired, which could have an adverse effect on Local
Bounti’s financial flexibility. Refer to Note 7, Debt, of the Consolidated Financial Statements for more information about the credit facility.

Risks Relating to Ownership of Our Securities

The price of our securities may be volatile or may decline regardless of our operating performance.

The trading price of the common stock and public warrants will be volatile and could be subject to wide fluctuations in response to various factors,
some of which are beyond Local Bounti’s control. These factors include:
 

 •  actual or anticipated fluctuations in operating results;
 

 •  failure to meet or exceed financial estimates and projections of the investment community or that Local Bounti provides to the public;
 

 •  issuance of new or updated research or reports by securities analysts or changed recommendations for the industry in general;
 

 •  announcements of significant acquisitions, strategic partnerships, joint ventures, collaborations or capital commitments;
 

 •  operating and share price performance of other companies in the industry or related markets;
 

 •  the timing and magnitude of investments in the growth of the business;
 

 •  actual or anticipated changes in laws and regulations;
 

 •  additions or departures of key management or other personnel;
 

 •  increased labor costs;
 

 •  disputes or other developments related to intellectual property or other proprietary rights, including litigation;
 

 •  the ability to market new and enhanced solutions on a timely basis;
 

 •  sales of substantial amounts of common stock by Local Bounti’s directors, executive officers or significant stockholders or the perception
that such sales could occur;

 

 •  changes in capital structure, including future issuances of securities or the incurrence of debt; and
 

 •  general economic, political and market conditions.

In addition, the stock market in general, and the stock prices of technology companies in particular, have experienced extreme price and volume
fluctuations that have often been unrelated or disproportionate to the operating performance of those companies. Broad market and industry factors may
seriously affect the market price of common stock, regardless of actual operating performance. In addition, in the past, following periods of volatility in the
overall market and the market price of a particular company’s securities, securities class action litigation has often been instituted against these companies.
This litigation, if instituted, could result in substantial costs and a diversion of management’s attention and resources.

Local Bounti has never paid cash dividends on our capital stock and does not anticipate paying dividends in the foreseeable future.

Local Bounti has never paid cash dividends on our capital stock and currently intends to retain any future earnings to fund the growth of its
business. Any determination to pay dividends in the future will be at the
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discretion of the Board and will depend on Local Bounti’s financial condition, operating results, capital requirements, general business conditions and
other factors that the Board may deem relevant. As a result, capital appreciation, if any, of our common stock will be the sole source of gain for the
foreseeable future.

Anti-takeover provisions contained in our Certificate of Incorporation and Bylaws and applicable laws could impair a takeover attempt.

Our Certificate of Incorporation and Bylaws afford certain rights and powers to the Board that could contribute to the delay or prevention of an
acquisition that it deems undesirable. Local Bounti is also subject to Section 203 of the Delaware General Corporation Law (“DGCL”) and other
provisions of Delaware law that limit the ability of stockholders in certain situations to effect certain business combinations. Any of the foregoing
provisions and terms that have the effect of delaying or deterring a change in control could limit the opportunity for stockholders to receive a premium for
their shares of common stock, and could also affect the price that some investors are willing to pay for the common stock.

Local Bounti is subject to risks related to taxation in the United States.

Significant judgments based on interpretations of existing tax laws or regulations are required in determining Local Bounti’s provision for income
taxes. Local Bounti’s effective income tax rate could be adversely affected by various factors, including, but not limited to, changes in the mix of earnings
in tax jurisdictions with different statutory tax rates, changes in the valuation of deferred tax assets and liabilities, changes in existing tax policies, laws,
regulations or rates, changes in the level of non-deductible expenses (including share-based compensation), changes in the location of Local Bounti’s
operations, changes in Local Bounti’s future levels of research and development spending, mergers and acquisitions or the results of examinations by
various tax authorities. Although Local Bounti believes its tax estimates are reasonable, if the IRS or any other taxing authority disagrees with the
positions taken on its tax returns, Local Bounti could have additional tax liability, including interest and penalties. If material, payment of such additional
amounts upon final adjudication of any disputes could have a material impact on our results of operations and financial position.

Changes to applicable tax laws and regulations or exposure to additional income tax liabilities could affect Local Bounti’s business and future
profitability.

Local Bounti is a U.S. corporation and thus subject to U.S. corporate income tax on its worldwide income. Further, since Local Bounti’s operations
and customers are located throughout the United States, Local Bounti will be subject to various U.S. state and local taxes. U.S. federal, state, local and
non-U.S. tax laws, policies, statutes, rules, regulations or ordinances could be interpreted, changed, modified or applied adversely to Local Bounti and
may have an adverse effect on its business and future profitability.

For example, several tax proposals have been set forth that would, if enacted, make significant changes to U.S. tax laws. Such proposals include an
increase in the U.S. income tax rate applicable to corporations (such as Local Bounti) from 21% to 28%. Congress may consider, and could include, some
or all of these proposals in connection with tax reform that may be undertaken. It is unclear whether these or similar changes will be enacted and, if
enacted, how soon any such changes could take effect. The passage of any legislation as a result of these proposals and other similar changes in U.S.
federal income tax laws could adversely affect Local Bounti’s business and future profitability.

As a result of plans to expand Local Bounti’s business operations, including to jurisdictions in which tax laws may not be favorable, its
obligations may change or fluctuate, become significantly more complex or become subject to greater risk of examination by taxing authorities, any of
which could adversely affect Local Bounti’s after-tax profitability and financial results.

In the event that Local Bounti’s business expands domestically or internationally, its effective tax rates may fluctuate widely in the future. Future
effective tax rates could be affected by operating losses in jurisdictions
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where no tax benefit can be recorded under U.S. GAAP, changes in deferred tax assets and liabilities, or changes in tax laws. Factors that could materially
affect Local Bounti’s future effective tax rates include, but are not limited to: (a) changes in tax laws or the regulatory environment, (b) changes in
accounting and tax standards or practices, (c) changes in the composition of operating income by tax jurisdiction and (d) pre-tax operating results of Local
Bounti’s business.

Additionally, Local Bounti may be subject to significant income, withholding, and other tax obligations in the United States and may become
subject to taxation in numerous additional U.S. state and local and non-U.S. jurisdictions with respect to income, operations and subsidiaries related to
those jurisdictions. Local Bounti’s after-tax profitability and financial results could be subject to volatility or be affected by numerous factors, including
(a) the availability of tax deductions, credits, exemptions, refunds and other benefits to reduce tax liabilities, (b) changes in the valuation of deferred tax
assets and liabilities, if any, (c) the expected timing and amount of the release of any tax valuation allowances, (d) the tax treatment of stock-based
compensation, (e) changes in the relative amount of earnings subject to tax in the various jurisdictions, (f) the potential business expansion into, or
otherwise becoming subject to tax in, additional jurisdictions, (g) changes to existing intercompany structure (and any costs related thereto) and business
operations, (h) the extent of intercompany transactions and the extent to which taxing authorities in relevant jurisdictions respect those intercompany
transactions, and (i) the ability to structure business operations in an efficient and competitive manner. Outcomes from audits or examinations by taxing
authorities could have an adverse effect on Local Bounti’s after-tax profitability and financial condition. Additionally, the IRS and several foreign tax
authorities have increasingly focused attention on intercompany transfer pricing with respect to sales of products and services and the use of intangibles.
Tax authorities could disagree with Local Bounti’s intercompany charges, cross-jurisdictional transfer pricing or other matters and assess additional taxes.
If Local Bounti does not prevail in any such disagreements, Local Bounti’s profitability may be affected.

Local Bounti’s after-tax profitability and financial results may also be adversely affected by changes in relevant tax laws and tax rates, treaties,
regulations, administrative practices and principles, judicial decisions and interpretations thereof, in each case, possibly with retroactive effect.

Local Bounti’s ability to utilize its net operating loss and tax credit carryforwards to offset future taxable income may be subject to certain
limitations.

In general, under Section 382 of the Code, a corporation that undergoes an “ownership change” is subject to limitations on its ability to use its pre-
change net NOLs to offset future taxable income. The limitations apply if a corporation undergoes an “ownership change,” which is generally defined as a
greater than 50 percentage point change (by value) in its equity ownership by certain stockholders over a three year period. If Local Bounti has
experienced an ownership change at any time since its incorporation, Local Bounti may be subject to limitations on its ability to utilize its existing NOLs
and other tax attributes to offset taxable income or tax liability. In addition, future changes in Local Bounti’s stock ownership, which may be outside of
Local Bounti’s control, may trigger an ownership change. Similar provisions of state tax law may also apply to limit Local Bounti’s use of accumulated
state tax attributes. As a result, even if Local Bounti earns net taxable income in the future, its ability to use its pre-change NOL carryforwards and other
tax attributes to offset such taxable income or tax liability may be subject to limitations, which could potentially result in increased future income tax
liability to Local Bounti.

Local Bounti received a loan as part of the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”) and Local Bounti’s
application for such loan could in the future be determined to have been impermissible which could adversely impact its business and reputation.

On April 15, 2020, Local Bounti received a Small Business Administration (“SBA”) loan in the amount of $104 thousand with fixed interest of
1% per annum as part of the CARES Act (the “PPP Loan”). Although under the CARES Act Local Bounti may be eligible to apply for forgiveness of all
loan proceeds used to pay payroll
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costs, rent, utilities and other qualifying expenses, provided that it retains a certain number of employees and maintains compensation within certain
regulatory parameters of the PPP, Local Bounti repaid the PPP Loan in full in June 2021.

In applying for the PPP Loan, Local Bounti was required to certify, among other things, that the then current economic uncertainty made the PPP
Loan necessary to support its ongoing operations. Local Bounti made these certifications in good faith after analyzing, among other things, the
requirements of the PPP Loan, Local Bounti’s then-current business activity and its ability to access other sources of liquidity sufficient to support its
ongoing operations in a manner that would not be significantly detrimental to its business. Local Bounti believes that it satisfied all eligibility criteria for
the PPP Loan, and that its receipt of the PPP Loan was consistent with the broad objectives of the CARES Act. The certification regarding necessity
described above did not at the time contain any objective criteria and continues to be subject to interpretation. If, despite Local Bounti’s good-faith belief
that it has satisfied all eligibility requirements for the PPP Loan, Local Bounti is later determined to have violated any of the laws or governmental
regulations that apply to it in connection with the PPP Loan, or it is otherwise determined that it was ineligible to receive the PPP Loan, Local Bounti may
be subject to civil, criminal and administrative penalties. Any violations or alleged violations may result in adverse publicity and damage to Local
Bounti’s reputation, a review or audit by the SBA or other government entity or claims under the False Claims Act. These events could consume
significant financial and management resources and could have a material adverse effect on Local Bounti’s business, results of operations and financial
condition.

Local Bounti’s sole material asset is its direct and indirect interests in its subsidiaries and, accordingly, Local Bounti is dependent upon
distributions from its subsidiaries to pay taxes and cover its corporate and other overhead expenses and pay dividends, if any, on the common stock.

Local Bounti is a holding company and has no material assets other than its direct and indirect equity interests in its subsidiaries. Local Bounti has
no independent means of generating revenue. To the extent Local Bounti’s subsidiaries have available cash, Local Bounti will cause its subsidiaries to
make distributions of cash to pay taxes, cover Local Bounti’s corporate and other overhead expenses and pay dividends, if any, on the common stock. To
the extent that Local Bounti needs funds and its subsidiaries fail to generate sufficient cash flow to distribute funds to Local Bounti or are restricted from
making such distributions or payments under applicable law or regulation or under the terms of their financing arrangements, or are otherwise unable to
provide such funds, Local Bounti’s liquidity and financial condition could be materially adversely affected.

There is no guarantee that the public warrants will be in the money at the time they become exercisable, and they may expire worthless.

The exercise price for our warrants is $11.50 per share of common stock. There is no guarantee that the public warrants will be in the money
following the time they become exercisable and prior to their expiration, and as such, they may expire worthless.

We may amend the terms of the public warrants in a manner that may be adverse to holders of public warrants with the approval by the holders
of at least 50% of the then-outstanding public warrants. As a result, the exercise price of the public warrants could be increased, the exercise period
could be shortened and the number of shares of common stock purchasable upon exercise of a public warrant could be decreased, all without a
holder’s approval.

The public warrants were issued in registered form under a warrant agreement between Continental Stock Transfer & Trust Company, as warrant
agent, and us. The agreement provides that the terms of the public warrants may be amended without the consent of any holder to cure any ambiguity or
correct any defective provision, but requires the approval by the holders of at least 50% of the then-outstanding public warrants to make any change that
adversely affects the interests of the registered holders of public warrants. Accordingly, we may amend the terms of the public warrants in a manner
adverse to a holder if holders of at least 50% of the
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then-outstanding public warrants approve of such amendment. Although our ability to amend the terms of the public warrants with the consent of at least
50% of the then-outstanding Public Warrants is unlimited, examples of such amendments could be amendments to, among other things, increase the
exercise price of the public warrants, convert the public warrants into cash or stock (at a ratio different than initially provided), shorten the exercise period
or decrease the number of shares of common stock purchasable upon exercise of a public warrant.

We may redeem unexpired warrants prior to their exercise at a time that is disadvantageous to warrant holders, thereby making their warrants
worthless.

We have the ability to redeem outstanding warrants at any time after they become exercisable and prior to their expiration, at a price of $0.01 per
warrant, provided that the last reported sales price of the common stock equals or exceeds $18.00 per share (as adjusted for stock splits, stock dividends,
reorganizations, recapitalizations and the like) for any 20 trading days within a 30-trading day period ending on the third trading day prior to the date on
which we give proper notice of such redemption and provided certain other conditions are met. If and when the warrants become redeemable by us, we
may exercise our redemption right even if we are unable to register or qualify the underlying securities for sale under all applicable state securities laws.
Redemption of the outstanding warrants could force you (a) to exercise your warrants and pay the exercise price therefor at a time when it may be
disadvantageous for you to do so, (b) to sell your warrants at the then- current market price when you might otherwise wish to hold your warrants or (c) to
accept the nominal redemption price which, at the time the outstanding warrants are called for redemption, is likely to be substantially less than the market
value of your warrants. None of the Private Warrants will be redeemable by us for cash so long as they are held by the initial purchasers or their permitted
transferees.

In addition, we may redeem your warrants after they become exercisable for a number of shares of common stock determined based on the
redemption date and the fair market value of the common stock. Any such redemption may have similar consequences to a cash redemption described
above. In addition, such redemption may occur at a time when the warrants are “out-of-the-money,” in which case you would lose any potential embedded
value from a subsequent increase in the value of the common stock had your warrants remained outstanding.

We may issue a substantial number of additional shares of common stock under an employee incentive plan. Any such issuances would dilute
the interest of our shareholders and likely present other risks.

We may issue additional shares of common stock under an employee incentive plan. The issuance of additional common stock:
 

 •  may significantly dilute the equity interests of our investors;
 

 
•  could cause a change in control if a substantial number of shares of common stock are issued, which may affect, among other things, our

ability to use our net operating loss carry forwards, if any, and could result in the resignation or removal of our present officers and directors;
and

 

 •  may adversely affect prevailing market prices for the common stock and/or the public warrants.

The NYSE may delist our securities from trading on its exchange, which could limit investors’ ability to make transactions in our securities and
subject us to additional trading restrictions.

We cannot assure you that our securities will continue to be listed on the NYSE. If the NYSE delists our securities from trading on its exchange and
we are not able to list such securities on another national securities exchange, we expect our securities could be quoted on an over-the-counter market. If
this were to occur, we could face significant material adverse consequences, including:
 

 •  a limited availability of market quotations for our securities;
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 •  reduced liquidity for our securities;
 

 •  a determination that the common stock is a “penny stock” which will require brokers trading in the common stock to adhere to more stringent
rules and possibly result in a reduced level of trading activity in the secondary trading market for our securities;

 

 •  a limited amount of news and analyst coverage; and
 

 •  a decreased ability to issue additional securities or obtain additional financing in the future.

The National Securities Markets Improvement Act of 1996, which is a federal statute, prevents or preempts the states from regulating the sale of
certain securities, which are referred to as “covered securities.” Because the common stock and public warrants are listed on the NYSE, the common stock
and public warrants qualify as covered securities. Although the states are preempted from regulating the sale of our securities, the federal statute does
allow the states to investigate companies if there is a suspicion of fraud, and, if there is a finding of fraudulent activity, then the states can regulate or bar
the sale of covered securities in a particular case. While we are not aware of a state having used these powers to prohibit or restrict the sale of securities
issued by blank check companies, other than the state of Idaho, certain state securities regulators view blank check companies unfavorably and might use
these powers, or threaten to use these powers, to hinder the sale of securities of blank check companies in their states. Further, if we were no longer listed
on the NYSE, our securities would not be covered securities and we would be subject to regulation in each state in which we offer our securities.

Future sales of shares by existing stockholders and future exercise of registration rights may adversely affect the market price of our common
stock.

Sales of a substantial number of shares of our common stock in the public market, or the perception that such sales could occur, could adversely
affect the market price of our common stock and may make it more difficult for you to sell your shares of our common stock at a time and price that you
deem appropriate. All outstanding shares of our common stock previously held by the pre-Business Combination public stockholders at the completion of
the Merger and a substantial number of shares of our common stock issued as merger consideration in the Merger are freely tradable without restriction
under the Securities Act, except for any shares of our common stock that may be held or acquired by our directors, executive officers and other affiliates,
as that term is defined in the Securities Act, which are subject to restrictions under the Securities Act.

In connection with the completion of the Business Combination, we entered into an Amended and Restated Registration Rights Agreement with
certain persons and entities holding securities of the Company prior to the Closing (the “Initial Holders”), pursuant to which we agreed to register for
resale and granted certain other registration rights with respect to certain shares of common stock held by the Initial Holders and their respective permitted
transferees, in addition to the warrants originally issued in a private placement to our Initial Holders in connection with the Company’s initial public
offering and the up to 5.33 million shares of our common stock issuable upon the exercise of the private placement warrants. We also registered for resale
the 15 million shares of our common stock (the “PIPE shares”) issued in a private placement that closed immediately prior to the Business Combination
and the 5.5 million shares of common stock issuable upon exercise of our publicly held warrants to purchase shares of common stock. In accordance with
the foregoing, we filed a registration statement on Form S-1 under the Securities Act, which registration statement was originally declared effective on
December 23, 2021, to register the resale of up to 83.5 million shares of our common stock, including 15 million PIPE shares and 5.33 million shares of
common stock issuable upon exercise of our outstanding publicly held warrants. Shares of common stock sold under such registration statement can be
freely sold in the public market. The registration and availability of such a significant number of securities for trading in the public market may have an
adverse effect on the market price of our common stock.

We issued the Equity Consideration and the Cargill Financial Equity upon the closing of the Pete’s Acquisition. The Equity Consideration issued
upon the closing of the Pete’s Acquisition is being registered hereunder pursuant to the requirements of the Paragon Registration Rights Agreement.
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We have also filed a registration statement on Form S-8 under the Securities Act to register shares of our common stock that may be issued under
our equity incentive plans from time to time, as well as any shares of our common stock underlying outstanding restricted stock units that have been
granted to our directors, executive officers and other employees, all of which are subject to time-vesting conditions. Shares registered under this
registration statement will be available for sale in the public market upon issuance subject to vesting arrangements and exercise of options, as well as Rule
144 in the case of our affiliates.

Our Initial Holders and our former Board members agreed not to transfer, assign or sell certain founder shares held by each of them until one year
after the date of the Closing or earlier if, subsequent to the Business Combination, (a) the last reported sale price of the common stock equals or exceeds
$12.00 per share (as adjusted for stock splits, stock dividends, reorganizations, recapitalizations and the like) for any 20 trading days within any 30-trading
day period commencing at least 150 days after the consummation of a Business Combination or (b) the Company consummates a subsequent liquidation,
merger, stock exchange or other similar transaction which results in all of the Company’s stockholders having the right to exchange their shares of
common stock for cash, securities or other property. However, following the expiration of such lock-up, the Initial Holders and its permitted transferees
will not be restricted from selling such securities, other than by applicable securities laws.

We are unable to predict the effect that these sales, particularly sales by our directors, executive officers and significant stockholders, may have on
the prevailing market price of our common stock. If holders of these shares sell, or indicate an intent to sell, substantial amounts of our common stock in
the public market, the trading price of our common stock could decline significantly and make it difficult for us to raise funds through securities offerings
in the future.

If securities or industry analysts do not publish or cease publishing research or reports about Local Bounti, its business or its market, or if they
change their recommendations regarding the common stock adversely, the price and trading volume of the common stock could decline.

The trading market for the common stock will be influenced by the research and reports that industry or securities analysts may publish about Local
Bounti, its business, its market or its competitors. If any of the analysts who may cover Local Bounti change their recommendation regarding the common
stock adversely, or provide more favorable relative recommendations about its competitors, the price of the common stock would likely decline. If any
analyst who may cover Local Bounti were to cease their coverage or fail to regularly publish reports on Local Bounti, we could lose visibility in the
financial markets, which could cause the stock price or trading volume of Local Bounti securities to decline.

The Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”) permits “emerging growth companies” like us to take advantage of certain
exemptions from various reporting requirements applicable to other public companies that are not emerging growth companies.

We qualify as an “emerging growth company” as defined in Section 2(a)(19) of the Securities Act, as modified by the JOBS Act. As such, we take
advantage of certain exemptions from various reporting requirements applicable to other public companies that are not emerging growth companies,
including (a) the exemption from the auditor attestation requirements with respect to internal control over financial reporting under Section 404 of the
Sarbanes-Oxley Act, (b) the exemptions from say-on-pay, say-on-frequency and say-on-golden parachute voting requirements and (c) reduced disclosure
obligations regarding executive compensation in our periodic reports and proxy statements. As a result, our shareholders may not have access to certain
information they deem important. We will remain an emerging growth company until the earliest of (a) the last day of the fiscal year (i) following March 2,
2026, the fifth anniversary of our initial public offering, (ii) in which we have total annual gross revenue of at least $1.07 billion (as adjusted for inflation
pursuant to SEC rules from time to time) or (iii) in which we are deemed to be a large accelerated filer, which means the market value of the shares of
common stock that are held by non-affiliates exceeds $700 million as of the last business day of our prior second fiscal quarter, and (b) the date on which
we have issued more than $1.0 billion in non-convertible debt during the prior three year period.
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In addition, Section 107 of the JOBS Act provides that an emerging growth company can take advantage of the exemption from complying with
new or revised accounting standards provided in Section 7(a)(2)(B) of the Securities Act as long as we are an emerging growth company. An emerging
growth company can therefore delay the adoption of certain accounting standards until those standards would otherwise apply to private companies. The
JOBS Act provides that a company can elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging
growth companies, but any such election to opt out is irrevocable. We have elected not to opt out of such extended transition period, which means that
when a standard is issued or revised and it has different application dates for public or private companies, we, as an emerging growth company, can adopt
the new or revised standard at the time private companies adopt the new or revised standard. This may make comparison of our financial statements with
another public company which is neither an emerging growth company nor an emerging growth company which has opted out of using the extended
transition period difficult or impossible because of the potential differences in accounting standards used.

We cannot predict if investors will find the common stock less attractive because we will rely on these exemptions. If some investors find the
common stock less attractive as a result, there may be a less active trading market for the common stock and our share price may be more volatile.
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 USE OF PROCEEDS

All of the securities offered by the Selling Stockholders pursuant to this prospectus will be sold by the Selling Stockholders for their respective
accounts. We will not receive any of the proceeds from these sales.

The Selling Stockholders will pay any underwriting discounts and commissions and expenses incurred by the Selling Stockholders for brokerage,
accounting, tax or legal services or any other expenses incurred by the Selling Stockholders in disposing of the securities. We will bear the costs, fees and
expenses incurred in effecting the registration of the securities covered by this prospectus, including all registration and filing fees, NYSE listing fees and
fees and expenses of our counsel and our independent registered public accounting firm.
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 UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS OF LOCAL BOUNTI CORPORATION

Introduction

On April 4, 2022 (the “date of the Pete’s Acquisition”), Company completed the previously announced acquisition (the “Pete’s Acquisition”) of
Pete’s pursuant to the terms and conditions of the Purchase Agreements. Pursuant to the Purchase Agreements, Pete’s and its subsidiaries became indirect
wholly owned subsidiaries of the Company.

Consideration paid by Local Bounti in connection with the Pete’s Acquisition consisted of $92.5 million in cash and 5,654,600 shares of Local
Bounti common stock, which had an original consideration, at the time of signing, of $30.0 million and a fair value of $50.9 million as of the date of the
Pete’s Acquisition. The final amount of consideration for the Pete’s Acquisition remains subject to certain post-closing adjustments, including with respect
to net working capital (inclusive of cash) and certain assumed liabilities.

Also, on April 4, 2022, in connection with consummating the transactions contemplated by the Purchase Agreements, Pete’s acquired the properties
previously being leased by Pete’s from STORE pursuant to certain sale-leaseback agreements between Pete’s and STORE for an aggregate purchase price
of $25.8 million in cash (the “Property Acquisition”) and will be accounted for by the Company as an asset acquisition.

The following unaudited pro forma condensed combined financial information (the “Pro Forma Financial Statements”) give effect to the Pete’s
Acquisition, which has been accounted for using the acquisition method of accounting with Local Bounti identified as the accounting acquirer. Under the
acquisition method of accounting, Local Bounti has recorded assets acquired and liabilities assumed from Pete’s at their respective fair values on the
closing date of the Pete’s Acquisition.

The Pro Forma Financial Statements have been prepared from the respective historical consolidated financial statements of Local Bounti and Pete’s,
adjusted to give effect to the Pete’s Acquisition and Property Acquisition. The unaudited pro forma condensed combined balance sheet (the “Pro Forma
Balance Sheet”) combines the historical consolidated balance sheets of Local Bounti and Pete’s as of March 31, 2022, giving effect to the Pete’s
Acquisition and Property Acquisition as if they had been completed on March 31, 2022. The unaudited pro forma condensed combined statements of
operations (the “Pro Forma Statements of Operations”) for the year ended December 31, 2021 and for the three months ended March 31, 2022 combine the
historical consolidated statements of operations of Local Bounti and Pete’s, giving effect to the Pete’s Acquisition as if it had been completed on January 1,
2021. The Pro Forma Financial Statements contain certain reclassification adjustments to conform the historical Pete’s financial statement presentation to
Local Bounti’s financial statement presentation, as described further in Note 4 to the Pro Forma Financial Statements.

The Pro Forma Financial Statements are presented to reflect the Pete’s Acquisition, the Property Acquisition and the financing arrangements of
Local Bounti in connection therewith and do not represent what Local Bounti’s financial position or results of operations would have been had the Pete’s
Acquisition and the Property Acquisition occurred on the dates noted above, nor do they project the financial position or results of operations of the
Company at any time following those transactions. The Pro Forma Financial Statements are intended to provide information about the continuing impact
of the Pete’s Acquisition and the Property Acquisition as if they had been consummated earlier. The adjustments included in the Pro Forma Financial
Statements are based on available information as of the date hereof and certain assumptions that management believes are factually supportable and are
expected to have a continuing impact on Local Bounti’s results of operations with the exception of certain non-recurring charges to be incurred in
connection with the Pete’s Acquisition, as further described in Note 5 to the Pro Forma Financial Statements. In the opinion of management, all material
adjustments necessary to state fairly the Pro Forma Financial Statements have been made.

Local Bounti and Pete’s have incurred certain non-recurring charges in connection with the Pete’s Acquisition, the substantial majority of which
consist of fees paid to financial, legal and accounting advisors and
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certain bank-related fees. These non-recurring charges could affect the future results of the Company in the period in which such charges are incurred;
however, these costs are not expected to be incurred in any period beyond twelve months after the closing date of the Pete’s Acquisition. Accordingly, the
Pro Forma Statement of Operations for the year ended December 31, 2021 and for the three months ended March 31, 2022 includes these non-recurring
charges and are described in Note 5.

Local Bounti has used information currently available to determine preliminary fair value estimates for the Pete’s Acquisition consideration and its
allocation to the tangible assets and identifiable intangible assets acquired and liabilities assumed. The fair value of consideration transferred to acquire
Pete’s was allocated based upon the estimated fair values of the assets acquired and liabilities assumed as of the date of the Pete’s Acquisition. The
assumptions and estimates used to determine the preliminary purchase price allocation and fair value adjustments are described in the notes accompanying
the Pro Forma Financial Statements. Additionally, within the measurement period further adjustments to the purchase price allocation may be required as
Local Bounti is able to, among other things, complete more detailed procedures to finalize valuations.

The transaction accounting adjustments are preliminary and subject to change as additional information becomes available and additional analysis is
performed. As a result, the final purchase price allocation may be materially different than that reflected in the preliminary purchase price allocation
presented herein.

The pro forma financial statements have been prepared in accordance with Article 11 of Regulation S-X, with application of SEC Final Rule Release
No. 33-10786, Amendments to Financial Disclosures About Acquired and Disposed Businesses. The Pro Forma Financial Statements are provided for
illustrative purposes only, based on management’s best estimates and judgments, and does not necessarily reflect what the actual consolidated results of
operations of Local Bounti would have been had the Pete’s Acquisition occurred on the dates assumed and may not be useful in predicting the future
consolidated results of operations or financial position of the Company. Local Bounti’s results of operations and actual financial position may differ
significantly from the pro forma amounts reflected herein due to a variety of factors. Additionally, the Pro Forma Financial Statements have been
developed from and should be read in conjunction with the following separate historical consolidated financial statements and related notes thereto for
each of Local Bounti and Pete’s:
 

 
•  the audited consolidated financial statements and the notes thereto of Local Bounti as of and for the year ended December 31, 2021, which

are included in Local Bounti’s Annual Report on Form 10-K for the year ended December 31, 2021 filed with the Securities and Exchange
Commission (“SEC”) on March 30, 2022 and are included elsewhere in this prospectus;

 

 
•  the unaudited condensed consolidated financial statements and the notes thereto of Local Bounti as of and for the three months ended

March 31, 2022, which are included in Local Bounti’s Quarterly Report on Form 10-Q for the three month ended March 31, 2022 filed with
the SEC on May 12, 2022 and are included elsewhere in this prospectus;

 

 •  the audited consolidated financial statements and the notes thereto of Pete’s as of and for the year ended December 31, 2021, which are
included elsewhere in this prospectus; and

 

 •  the unaudited condensed consolidated financial statements and the notes thereto of Pete’s as of and for the three months ended March 31,
2022, which are included elsewhere in this prospectus.
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Local Bounti Corporation
Unaudited Pro Forma Condensed Combined Balance Sheet

As of March 31, 2022
(in thousands)

 

  

Local Bounti
Corporation
(Historical)   

Pete’s
(Historical)  

Pro Forma
Adjustments

(Note 5)   
Footnote
Reference  

Financing
Adjustments

(Note 6)   
Footnote
Reference  

Pro Forma
Combined  

Assets        
Current assets        
Cash and cash equivalents  $ 71,974  $ 1,107  $ (92,500)   (5A)  $ 111,881   (6A)  $ 39,642 

    (25,813)   (5B)   (24,727)   (6B)  
      (2,280)   (6E)  

Restricted cash and cash equivalents   4,416   —       24,727   (6B)   29,143 
Accounts receivable, net of allowance   73   2,035       2,108 
Accounts receivable, related party   1   —         1 
Other receivables   —     18       18 
Inventory, net of allowance   1,263   2,138   1,042   (5C)     4,443 
Prepaid expenses and other current assets   3,584   887       4,471 
Total Current Assets   81,311   6,185   (117,271)    109,601    79,826 
Property and equipment, net   43,994   18,494   25,813   (5B)     115,979 

    27,678   (5H)    
Operating lease right-of-use assets   269   —         269 
Financing lease right-of-use assets   —     8,583   (8,583)   (5D)     —   
Goodwill, net   —     1,310   38,540   (5L)     39,850 
Intangible assets, net   —     1,829   53,190   (5E)     55,019 
Other assets   905   2,212   (2,210)   (5D)     907 
Total Assets  $ 126,479  $ 38,613  $ 17,157   $ 109,601   $ 291,850 
Liabilities and stockholders’ equity        
Current liabilities        
Accounts payable  $ 7,431  $ 2,594      $ 10,025 
Accrued liabilities   6,721   2,228       8,949 
Accrued liabilities, related party   26   —         26 
Current portion of related party notes payable   —     52,930   (52,930)   (5F)     —   
Operating lease liabilities   111   —         111 
Total Current Liabilities   14,289   57,752   (52,930)    —      19,111 
Long-term debt   11,110   33,200   (33,200)   (5F)   111,881   (6A)   104,030 

      (17,416)   (6C)  
      735   (6D)  
      (2,280)   (6E)  

Financing obligation   13,982   —         13,982 
Operating lease liabilities, noncurrent   145   —         145 
Financing lease liabilities   —     9,861   (9,861)   (5G)     —   
Related party stock warrants   —     2   (2)   (5K)     —   
Total Liabilities   39,526   100,815   (95,993)    92,920    137,268 
Stockholders’ equity (deficit)        
Common stock   9   —     1   (5J)     10 
Additional paid-in capital   180,958   28,381   (28,381)   (5I)   17,416   (6C)   248,586 

      (735)   (6D)  
    50,947   (5J)    

Unearned ESOP shares   —     (20,443)   20,443   (5I)     —   
Accumulated deficit   (94,014)   (70,140)   70,140   (5I)     (94,014) 
Total Stockholders’ equity (deficit)   86,953   (62,202)   113,150    16,681    154,582 
Total liabilities and stockholders’ equity (deficit)  $ 126,479  $ 38,613  $ 17,157   $ 109,601   $ 291,850 

See accompanying “Notes to Unaudited Pro Forma Combined Financial Information.”
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Local Bounti Corporation
Unaudited Pro Forma Condensed Combined Statement of Operations

For the three months ended March 31, 2022
(in thousands, except shares and per share amounts)

 

  

Local Bounti
Corporation
(Historical)   

Pete’s
Adjusted

(Historical)  

Pro Forma
Adjustments

(Note 5)   
Footnote
Reference  

Footnote
Adjustments

(Note 6)   
Footnote
Reference  

Pro Forma
Combined  

Sales  $ 282  $ 5,931      $ 6,213 
Cost of goods sold   234   4,674   115   (5M)     5,023 
Gross profit   48   1,257   (115)    —      1,190 
Operating expenses:        
Research and development   1,948   —         1,948 
Selling, general and administrative   22,259   2,376   1,546   (5M)     22,223 

    (57)   (5N)    
    (3,901)   (5O)    

Total operating expenses   24,207   2,376   (2,412)    —      24,171 
(Loss) Gain from operations   (24,159)   (1,119)   2,297    —      (22,981) 
Other income (expense):        
Management fee income   30   —         30 
Interest expense, net   (1,643)   (2,749)   2,749   (5P)   (3,036)   (6F)   (4,679) 
Other   —     (6)       (6) 
Net loss  $ (25,772)  $ (3,874)  $ 5,046   $ (3,036)   $ (27,636) 
Net loss applicable to common stockholders per

basic common share:        
Basic and diluted  $ (0.32)   N/A   N/A    N/A   $ (0.31) 
Weighted average common shares outstanding:        
Basic and diluted   81,009,268   N/A   5,654,600   (5J)   1,932,931   (6C)   88,596,799 

See accompanying “Notes to Unaudited Pro Forma Combined Financial Information.”
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Local Bounti Corporation
Unaudited Pro Forma Condensed Combined Statement of Operations

For the year ended December 31, 2021
(in thousands, except shares and per share amounts)

 

  

Local Bounti
Corporation
(Historical)   

Pete’s
Adjusted

(Historical)  

Pro Forma
Adjustments

(Note 5)   
Footnote
Reference  

Footnote
Adjustments

(Note 6)   
Footnote
Reference  

Pro Forma
Combined  

Sales  $ 638  $ 22,721      $ 23,359 
Cost of goods sold   432   15,265   76   (5Q)     16,815 

    1,042   (5R)    
Gross profit   206   7,456   (1,118)    —      6,544 
Operating expenses:        
Research and development   3,425   880       4,305 
Selling, general and administrative   41,498   9,248   57   (5S)     60,713 

    3,901   (5T)    
    6,009   (5Q)    

Total operating expenses   44,923   10,128   9,967    —      65,018 
(Loss) Gain from operations   (44,717)   (2,672)   (11,085)    —      (58,474) 
Other income (expense):        
Management fee income   79   —         79 
Convertible Notes fair value adjustment   (5,067)   —         (5,067) 
Debt extinguishment expense   (1,485)   —         (1,485) 
Interest expense, net   (5,133)   (10,162)   10,162   (5U)   (735)   (6D)   (18,746) 

      (12,878)   (6G)  
Paycheck Protection Program loan forgiveness   —     1,642       1,642 
Employee retention tax credit   —     1,482       1,482 
Other   230   467       697 
Loss before income taxes   (56,093)   (9,243)   (923)    (13,613)    (79,872) 
Income tax expense   —     4       4 
Net loss  $ (56,093)  $ (9,247)  $ (923)   $ (13,613)   $ (79,876) 
Net loss applicable to common stockholders per

basic common share:        
Basic and diluted  $ 1.06   N/A   N/A    N/A   $ (1.32) 
Weighted average common shares outstanding:        
Basic and diluted   52,888,268   N/A   5,654,600   (5J)   1,932,931   (6C)   60,475,799 

See accompanying “Notes to Unaudited Pro Forma Combined Financial Information.”
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS OF LOCAL BOUNTI
CORPORATION

NOTE 1—DESCRIPTION OF THE TRANSACTIONS

On April 4, 2022, Local Bounti completed the Pete’s Acquisition pursuant to the terms and conditions of the Purchase Agreements. Consideration
for the Pete’s Acquisition consisted of approximately $122.5 million (subject to certain adjustments as set forth in the Purchase Agreements) comprised of
approximately $92.5 million in cash consideration and 5,654,600 shares of Local Bounti’s Common Stock. However, the final amount of consideration
remains subject to certain post-closing adjustments, including with respect to net working capital (inclusive of cash), and certain assumed liabilities.

Also, on April 4, 2022, pursuant to the Property Acquisition, Pete’s acquired the properties previously being leased by Pete’s from STORE pursuant
to certain sale-leaseback agreements between Pete’s and STORE for an aggregate purchase price of $25.8 million in cash.

As described further below in Note 2, the cash consideration for the Pete’s Acquisition and Property Acquisition were paid primarily with proceeds
received from Local Bounti’s borrowings under credit facility with Cargill Financial. Local Bounti agreed to (i) pay a $2.0 million amendment fee and
(ii) issue 1,932,931 shares of Common Stock to Cargill Financial upon the closing of the Pete’s Acquisition.

NOTE 2—DESCRIPTION OF THE DEBT FINANCING

In September 2021, Purchaser, along with certain other subsidiaries of the Company, and Cargill Financial entered into the Original Facilities. On
March 14, 2022, Local Bounti and Purchaser, along with certain subsidiaries of the Company, entered into the Amended Facilities.

At the Closing on April 4, 2022, (a) the Pete’s Acquisition and Property Acquisition were funded pursuant to the Amended Facilities, (b) the
aggregate commitment amount of the Original Facilities was reduced to $170.0 million, which is anticipated to be the amount necessary to fund the
Transaction, the Property Acquisition, the updating of the facilities to be acquired in the Transaction with the Company’s Stack & Flow Technology™ and
certain expansion at one of Pete’s facilities, (c) the minimum liquidity covenant was reduced from $30 million to $20 million and (d) the interest rate of
each of the Senior Facility and the Subordinated Facility increased by 2%, among other matters. Pursuant to the Amendment, in connection with the
Closing, the Company (i) paid a $2.0 million amendment fee to Cargill Financial and (ii) issued the Cargill Financial Equity.

NOTE 3—BASIS OF PRESENTATION

The pro forma financial information has been prepared by Local Bounti in accordance with Article 11 of Regulation S-X, with early application of
SEC Final Rule Release No. 33-10786, Amendments to Financial Disclosures About Acquired and Disposed Businesses. The pro forma financial
information is not necessarily indicative of what Local Bounti’s consolidated statement of operations or consolidated balance sheet would have been had
the Pete’s Acquisition been completed as of the dates indicated or will be for any future periods. The pro forma financial statements do not purport to
project the future financial position or results of operations of Local Bounti following the completion of the Pete’s Acquisition. The pro forma financial
information reflects transaction accounting adjustments management believes are necessary to present fairly Local Bounti’s pro forma results of operations
and financial position following the closing of the Pete’s Acquisition as of and for the period indicated. The transaction accounting adjustments are based
on currently available information and assumptions management believes are, under the circumstances and given the information available at this time,
reasonable, and reflective of adjustments necessary to report Local Bounti’s financial condition and results of operations as if the Pete’s Acquisition was
completed.

The unaudited pro forma condensed combined balance sheet combines the historical consolidated balance sheet of Local Bounti and the adjusted
historical combined balance sheet of Pete’s, as of March 31, 2022, giving effect to the Pete’s Acquisition, Property Acquisition and Amended Facilities as
if they had occurred on March 31, 2022.
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The unaudited pro forma condensed combined statement of operations combine the historical consolidated statement of operations of Local Bounti
and the historical combined statement of operations of Pete’s for the year ended December 31, 2021 and for the three months ended March 31, 2022,
giving effect to the Pete’s Acquisition and Amended Facilities as if they had occurred on January 1, 2021. Certain items within the Pete’s historical
combined statement of operations have been reclassified to conform to Local Bounti’s financial statement presentation. Refer to Note 4 below.

The Pete’s Acquisition will be accounted for as a business combination under ASC 805, with Local Bounti treated as the “acquirer” and Pete’s
treated as the “acquiree” for accounting purposes.

After the Pete’s Acquisition, Local Bounti will file a consolidated tax return that will include Pete’s. Local Bounti is expected to continue
maintaining a full valuation allowance against net deferred tax assets. Pete’s is also expected to have net deferred tax assets offset by a full valuation as
part of the Pete’s Acquisition. As such, there were no pro forma adjustments related to taxes as tax effects of pro forma adjustments are fully offset by the
valuation allowance.

The Pro Forma Financial Statements contain certain adjustments to conform the historical Pete’s financial statement presentation to Local Bounti’s
financial statement presentation, as described further in Note 4 to the Pro Forma Financial Statements.

NOTE 4—RECLASSIFICATION ADJUSTMENTS

Certain items within the Pete’s historical consolidated statement of operations have been reclassified to conform to Local Bounti’s financial
statement presentation.

UNAUDITED PRO FORMA PETE’S ADJUSTED STATEMENT OF OPERATIONS FOR THE THREE MONTHS ENDED MARCH 31, 2022
(in thousands)

 

   Pete’s   
Reclassification

Adjustments   
Footnote
Reference  

Total Pete’s
Adjusted
Historical  

Net Revenues   $ 5,931    $ 5,931 
Cost of revenues    3,235   1,439   (4A)   4,674 

  

Gross profit    2,696   (1,439)    1,257 
Operating expenses:      
Selling    320   (320)   (4B)   —   
General and administrative    952   1,424   (4B)   2,376 
Overhead    1,454   (843)   (4A)   —   

    (611)   (4B)  
Depreciation and amortization    1,032   (596)   (4A)   —   

    (436)   (4B)  
Transaction costs    57   (57)   (4B)   —   

  

Total operating expenses    3,815   (1,439)    2,376 
Loss from operations    (1,119)   —      (1,119) 
Other income (expense):      
Interest expense    (969)   (1,780)   (4C)   (2,749) 
Paid-in-kind interest    (1,780)   1,780   (4C)   —   
Other    (6)   —      (6) 

  

Total other expense, net    (2,755)   —      (2,755) 
Loss before provision for state income taxes    (3,874)   —      (3,874) 
Provision for state income taxes    —     —      —   

  

Net loss   $(3,874)  $ —     $ (3,874) 
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UNAUDITED PRO FORMA PETE’S ADJUSTED STATEMENT OF OPERATIONS FOR THE
YEAR ENDED DECEMBER 31, 2021

(in thousands)
 

   Pete’s   
Reclassification

Adjustments   
Footnote
Reference  

Total Pete’s
Adjusted
Historical  

Net Revenues   $22,721    $ 22,721 
Cost of revenues    10,716   5,429   (4D)   15,265 

    (880)   (4E)  
  

Gross profit    12,005   (4,549)    7,456 
Operating expenses:      
Research and development    —     880   (4E)   880 
Selling    1,023   (1,023)   (4F)   —   
General and administrative    4,243   5,005   (4F)   9,248 
Overhead    4,510   (2,686)   (4D)   —   

    (1,824)   (4F)  
Depreciation and amortization    4,687   (2,743)   (4D)   —   

    (1,944)   (4F)  
ESOP compensation    17   (17)   (4F)   —   
Transaction costs    197   (197)   (4F)   —   

  

Total operating expenses    14,677   (4,549)    10,128 
Loss from operations    (2,672)   —      (2,672) 
Other income (expense):      
Interest expense    (3,477)   (6,685)   (4G)   (10,162) 
Paid-in-kind interest    (6,685)   6,685   (4G)   —   
Gain (loss) on sale of property and equipment    8   (8)   (4H)   —   
Paycheck Protection Program loan forgiveness    1,642   —      1,642 
Employee retention tax credit    1,482   —      1,482 
Georgia development incentive grant    415   (415)   (4H)   —   
Other    44   423   (4H)   467 

  

Total other expense, net    (6,571)   —      (6,571) 
Loss before provision for state income taxes    (9,243)   —      (9,243) 
Provision for state income taxes    4   —      4 

  

Net loss   $ (9,247)  $ —     $ (9,247) 
  

The Pete’s historical statement of operations for the three months ended March 31, 2022 include the following adjustments:

(4A) Reflects the reclassification of direct costs from Overhead and Depreciation and amortization to cost of goods sold consistent with the
presentation of Local Bounti. Amounts reclassified consist of $843 thousand from Overhead and $596 thousand from Depreciation and amortization to
Cost of revenues, respectively.

(4B) Reflects the reclassification from various accounts to the General and administrative account, to conform the Local Bounti statement of
operations presentation. The following table summarizes the components of this reclassification adjustments (in thousands):
 

Selling   $ 320 
Overhead    611 
Depreciation and amortization    436 
Transaction costs    57 

  

General and administrative   $1,424 
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(4C) Reflects the reclassification of $1.8 million from Paid-in-kind interest to the Interest expense financial statement line item, to conform to the
Local Bounti statement of operations presentation.

The Pete’s historical statement of operations for the year ended December 31, 2021 include the following adjustments:

(4D) Reflects the reclassification of direct costs from Overhead and Depreciation and amortization to cost of goods sold consistent with the
presentation of Local Bounti. Amounts reclassified consist of $2.7 million from Overhead and $2.7 million from Depreciation and amortization to Cost of
revenues, respectively.

(4E) Reflects the reclassification of $880 thousand from Cost of revenues to Research and development financial statement line item, to conform
with the presentation of Local Bounti.

(4F) Reflects the reclassification from various accounts to the General and administrative account, to conform the Local Bounti statement of
operations presentation. The following table summarizes the components of this reclassification adjustments (in thousands):
 

Selling   $1,023 
Overhead    1,824 
Depreciation and amortization    1,944 
ESOP compensation    17 
Transaction costs    197 

  

General and administrative   $5,005 
  

(4G) Reflects the reclassification of $6.7 million from Paid-in-kind interest to the Interest expense financial statement line item, to conform to the
Local Bounti statement of operations presentation.

(4H) Reflects the reclassification of $8 thousand from the Gain (loss) on sale of property and equipment and $415 thousand from the Georgia
development incentive grant financial statement line item to the Other financial statement line item, to conform the Local Bounti statement of operations
presentation.

NOTE 5—PRELIMINARY PRO FORMA ADJUSTMENTS

The pro forma purchase price allocation is preliminary and was based on an estimate of the fair market values of the tangible and intangible assets
acquired and liabilities assumed related to Pete’s. Additional information may be made available to Local Bounti to allow for the completion of the
purchase price allocation considering the appraisal of Pete’s assets and liabilities at the level of detail necessary to finalize the required purchase price
allocation.

The following table summarizes the components of the estimated consideration reflected in the unaudited pro forma condensed combined financial
statements (in thousands, except share and per share data):
 

Total Local Bounti’s shares for the Pete’s Acquisition    5,654,600 
Local Bounti’s share price on April 4, 2022 per share    9.01 

  

Total Acquisition consideration (equity)   $ 50,947 
Total Acquisition consideration (cash)    92,500 

  

Total Acquisition consideration    143,447 
Property Acquisition consideration (cash)    25,813 

  

Total pro forma consideration   $ 169,260 
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The preliminary estimated purchase price is allocated as follows (in thousands):

Purchase Price Allocation
 

Total current assets   $ 7,228 
Property and equipment, net(1)    71,985 
Intangible assets    55,019 

  

Total assets acquired   $ 134,232 
Total current liabilities    4,822 

  

Total liabilities assumed    4,822 
  

Net identifiable assets acquired   $ 129,410 
  

Goodwill    39,850 
  

Total consideration received   $ 169,260 
  

 
(1) Includes the $25.8 million related to the Property Acquisition which will be accounted for as an asset acquisition.

Balance Sheet Adjustments

(5A) Represents the $92.5 million cash consideration to acquire Pete’s as part of the Pete’s Acquisition discussed in Note 2 above.

(5B) Represents the $25.8 million cash payment for the Property Acquisition discussed in Note 2 above.

(5C) Represents the preliminary purchase accounting adjustment for inventory based on the acquisition method of accounting. The $1.0 million
adjustment represents the adjustments of the acquired inventory to the preliminary total estimated fair value of a $3.2 million.

(5D) Reflects the removal of Pete’s book value of financing lease assets and the $2.2 million of other assets related to the lease agreement, as Local
Bounti acquired the related properties as part of the Property Acquisition.

(5E) Represents the net preliminary fair value increase of intangible assets recognized by Local Bounti as part of the Pete’s Acquisition.

The estimated intangible assets attributable to the Pete’s Acquisition comprise the following:
 

   

Estimated
Fair Value

(in thousands)   

Estimated
Useful Life
(in years)  

Customer relationships   $ 41,700    16  
Brands    7,400    7  
Non-compete agreements    5,919    1.5  

    

Total   $ 55,019   

(5F) Reflects the repayment of Pete’s book value of debt (both short-term and long-term) as part of the Acquisition.

(5G) Reflects the removal of Pete’s book value of financing lease liabilities as Local Bounti acquired the related lease properties as part of the
Property Acquisition.

(5H) Reflects the adjustment to Pete’s historical Property, plant and equipment, net balance as of March 31, 2022 to record Property, plant and
equipment, net at fair value based on the acquisition method of accounting. As
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described above, the acquisition method of accounting depends upon certain estimates and assumptions, all of which are preliminary.

(5I) Reflects the removal of Pete’s historical equity, including Unearned ESOP shares, Additional paid-in capital, and Accumulated deficit as part of
the Pete’s Acquisition.

(5J) Reflects the anticipated issuance of 5,654,600 shares Common Stock of Local Bounti to Pete’s equity holders.

(5K) Reflects the removal of Pete’s historical related party stock warrants as part of the Pete’s Acquisition.

(5L) Represents a net increase in goodwill of $38.5 million, as compared to the unaudited pro forma Pete’s adjusted balance sheet. Goodwill
resulting from the Pete’s Acquisition represent the excess of estimated Pete’s Acquisition consideration over the preliminary fair value of the underlying
tangible and identifiable intangible assets acquired and liabilities assumed. The estimated goodwill to be recognized is attributable primarily to expected
synergies, expanded market opportunities and other benefits that Local Bounti believes will result from combining its operations with the operations of
Pete’s. The goodwill created in the Pete’s Acquisition is not expected to be deductible for tax purposes and is subject to material revision as the purchase
price allocation is completed.

Statement of Operations Adjustments for the Three Months Ended March 31, 2022

(5M) Represents an adjustment for the removal of the $1.0 million historical depreciation and amortization expense offset by $2.7 million of new
depreciation and amortization expense, on a straight-line basis, allocated between cost of goods sold and selling, general and administrative, based on
management’s allocation methodology (in thousands):
 

   Expenses 
Depreciation expense on property and equipment, net   $ 791 
Amortization of intangible assets, net    1,902 

  

Total acquired Property and equipment, and intangible assets    2,693 
Less: historical Pete’s depreciation and amortization    (1,032) 

  

Pro forma adjustment   $ 1,661 
  

(5N) Represents the removal of Pete’s historical transaction costs for the three months ended March 31, 2022, giving effect to the Acquisition had
occurred on January 1, 2021.

(5O) Represents the removal of Local Bounti’s historical transaction costs for the three months ended March 31, 2022, giving effect to the
Acquisition had occurred on January 1, 2021.

(5P) Represents the removal of Pete’s historical interest expenses related to their outstanding debt.
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Statement of Operations Adjustments for the Year Ended December 31, 2021

(5Q) Represents an adjustment for the removal of the $4.7 million historical depreciation and amortization expense offset by $10.8 million of new
depreciation and amortization expense, on a straight-line basis, allocated between cost of goods sold and selling, general and administrative, based on
management’s allocation methodology (in thousands).
 

   Expenses 
Depreciation expense on property and equipment, net   $ 3,162 
Amortization of intangible assets, net    7,609 

  

Total acquired Property and equipment, and intangible assets    10,771 
Less: historical Pete’s depreciation and amortization    (4,687) 

  

Pro forma adjustment   $ 6,084 
  

(5R) Reflects the increase in cost of goods sold by the same amount as the step-up in inventory to fair value that is expected to be sold within one
year of the acquisition date.

(5S) Represents the transaction costs of incurred by Pete’s, as part of the Acquisition.

(5T) Represents the transaction costs of $3.9 million to be incurred by Local Bounti, as part of the Acquisition.

(5U) Represents the removal of Pete’s historical interest expenses related to their outstanding debt.

NOTE 6—FINANCING ADJUSTMENTS

The following summarizes the pro forma adjustments related to the Cargill Financial, which is to fund the Pete’s Acquisition and Property
Acquisition:

Balance Sheet Adjustments

(6A) Proceeds from Cargill Financial, consists of $26.2 million long-term debt from the Subordinated Credit Agreement, and $85.7 million long-
term debt from Senior Credit Agreement.

(6B) Reflects the increase in restricted cash based on the requirement from amended credit agreement with Cargill Financial.

(6C) Reflects the issuance of 1,932,931 shares Common Stock of Local Bounti to Cargill Financial related to debt amendment fees.

(6D) Reflects the write off of debt amortization due to the decrease of loan commitment as part of the Debt Financing.

(6E) Reflects $2.0 million for amendment fees paid to Cargill Financial plus $0.3 million of capitalizable debt issuance costs associated with the
amendment.

Statement of Operations Adjustments for the Three Months Ended March 31, 2022

(6F) Represents additional interest expense and amortization of new deferred financing costs related to the additional draw of $85.7 million of long-
term debt as discussed in adjustment (6A), and the amortization of the
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amendment fee to Cargill Financial discussed in Note 2 above. The adjustment is summarized as follows (in thousands):
 

   

Three Months
Ended

March 31,
2022  

Elimination of Local Bounti’s historical interest expense related to the subordinated debt   $ (428) 
Record additional interest expense from additional draw of long-term debt    2,807 
Record additional amortization of new deferred financing costs    657 

  

Net increase to interest expense   $ 3,036 
  

Statement of Operations Adjustments for the Year Ended December 31, 2021

(6G) Represents additional interest expense and amortization of deferred financing costs related to the additional draw of $85.7 million of long-term
debt as discussed in adjustment (6A), and the amortization of the amendment fee to Cargill Financial discussed in Note 2 above. The adjustment is
summarized as follows (in thousands):
 

   

Year Ended
December 31,

2021  
Elimination of Local Bounti’s historical interest expense related to the subordinated debt   $ (558) 
Record additional interest expense from additional draw of long-term debt    10,637 
Record additional amortization of new deferred financing costs    2,799 

  

Net increase to interest expense   $ 12,878 
  

NOTE 7—LOSS PER SHARE

Represents the net loss per share calculated using the historical weighted average shares outstanding, and the issuance of additional shares in
connection with the Pete’s Acquisition and Cargill Financial Equity, assuming the shares were outstanding since January 1, 2021. As the Pete’s
Acquisition and related proposed equity consideration are being reflected as if they had occurred at the beginning of the period presented, the calculation
of weighted average shares outstanding for basic and diluted net loss per share assumes that the shares issuable relating to the Pete’s Acquisition and
Amended Facilities for the entire period presented.

The unaudited pro forma condensed combined financial information has been prepared for the three months ended March 31, 2022 and for the year
ended December 31, 2021 (in thousands, except share and per share data):
 

   

For the
Three Months

Ended
March 31,

2022    

For the
Year Ended

December 31,
2021  

Pro forma net loss   $ (27,636)   $ (79,876) 
Pro forma net loss per share attributable to ordinary shareholders, basic and

diluted(1)   $ (0.31)   $ (1.32) 
Weighted average ordinary shares outstanding, basic and diluted    88,596,799    60,475,799 

 
(1) Diluted loss per ordinary share is the same as basic loss per ordinary share for all periods presented because the effects of potentially dilutive items

were anti-dilutive given Local Bounti’s net loss.
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UNAUDITED PRO FORMA NON-GAAP FINANCIAL INFORMATION

This section contains references to Adjusted Gross Profit, Adjusted Gross Profit Margin Percentage, and Adjusted EBITDA of the pro forma
combined company, which are adjusted from results based on generally accepted accounting principles in the United States (“GAAP”) and exclude certain
expenses, gains and losses. The Company defines and calculates Adjusted Gross Profit as gross profit excluding depreciation as well as the inventory step-
up value from purchase price allocation valuation. The Company defines and calculates Adjusted Gross Profit Margin Percentage as Adjusted Gross Profit
as a percent of Sales. The Company defines and calculates Adjusted EBITDA as Net loss attributable to pro forma combined company before the impact of
interest income or expense, provision for income taxes, depreciation and amortization, and adjusted to exclude convertible notes fair value adjustment,
debt extinguishment expense, stock-based compensation expense, business combination transaction costs, and certain other non-core items.

These non-GAAP financial measures are provided to enhance the user’s understanding of our prospects for the future and the historical performance
for the context of the investor. The Company’s management team uses these non-GAAP financial measures in assessing performance, as well as in
planning and forecasting future periods. These non-GAAP financial measures are not computed according to GAAP and the methods the Company uses to
compute them may differ from the methods used by other companies. Non-GAAP financial measures are supplemental, should not be considered a
substitute for financial information presented in accordance with GAAP and should be read only in conjunction with our consolidated financial statements
prepared in accordance with GAAP.

The following table reconciles Pro Forma Gross Profit to Adjusted gross profit and Adjusted gross margin percentage for the three months ended
March 31, 2022 (in thousands):
 

   
Local Bounti

Historical   
Pete’s Adjusted

Historical   
Pro Forma

Adjustments   
Pro Forma
Combined  

Sales   $ 282  $ 5,931  $ —     $ 6,213 
Cost of goods sold    234   4,674   115    5,023 

    

Gross profit    48   1,257   (115)    1,190 
Depreciation    61   596   115    772 

    

Adjusted gross profit   $ 109  $ 1,853  $ —     $ 1,962 
    

Adjusted gross margin %    39%   31%   n/a    32% 

The following table reconciles Pro Forma Net loss to Adjusted EBITDA for the three months ended March 31, 2022 (in thousands):
 

   
Local Bounti

Historical    
Pete’s

Historical   
Pro Forma

Adjustments   
Pro Forma
Combined  

Net loss   $ (25,772)   $ (3,874)   $ 2,010   $ (27,636) 
Interest expense, net    1,643    2,749    287    4,679 
Depreciation and amortization    541    1,032    1,661    3,234 
Loss from disposal of fixed assets    196    —      —      196 
Management fee income    (30)    —      —      (30) 
Other income and expense    —      6    —      6 
Stock-based compensation expense    11,013    —      —      11,013 
Business Combination transaction costs    3,901    57    (3,958)    —   

        

Adjusted EBITDA   $ (8,508)   $ (30)   $ —     $ (8,538) 
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The following table reconciles Pro Forma Gross Profit to Adjusted gross profit and Adjusted gross margin percentage for the year ended
December 31, 2021 (in thousands):
 

   
Local Bounti

Historical   
Pete’s Adjusted

Historical   
Pro Forma

Adjustments   
Pro Forma
Combined  

Sales   $ 638  $ 22,721  $ —     $ 23,359 
Cost of goods sold    432   15,265   1,118    16,815 

    

Gross profit    206   7,456   (1,118)    6,544 
Depreciation    66   2,743   76    2,885 
Inventory step-up    —     —     1,042    1,042 

    

Adjusted gross profit   $ 272  $ 10,199  $ —     $ 10,471 
    

Adjusted gross margin %    43%   45%   n/a    45% 

The following table reconciles Pro Forma Net loss to Adjusted EBITDA for the year ended December 31, 2021 (in thousands):
 

   
Local Bounti

Historical    
Pete’s

Historical   
Pro Forma

Adjustments   
Pro Forma
Combined  

Net loss   $ (56,093)   $ (9,247)   $ (14,536)   $ (79,876) 
Interest expense, net    5,133    10,162    3,451    18,746 
Depreciation and amortization    684    4,687    6,085    11,456 
Inventory step-up    —      —      1,042    1,042 
Management fee income    (79)    —      —      (79) 
Other income and expense    (230)    (467)    —      (697) 
Convertible Notes fair value adjustment    5,067        5,067 
Debt extinguishment expense    1,485        1,485 
Stock-based compensation expense    17,895    17    —      17,912 
Business Combination transaction costs    8,353    —      3,958    12,311 
Paycheck Protection Program loan forgiveness    —      (1,642)    —      (1,642) 
Employee retention tax credit    —      (1,482)    —      (1,482) 
Income tax expense    —      4    —      4 

        

Adjusted EBITDA   $ (17,785)   $ 2,032   $ —     $ (15,753) 
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 MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS OF LOCAL BOUNTI

The following discussion and analysis provides information that our management believes is relevant to an assessment and understanding of our
results of operations and financial condition. This discussion and analysis should be read in conjunction with our consolidated financial statements and
the related notes contained elsewhere in this prospectus. The statements in this discussion regarding industry trends, our expectations regarding our future
performance, liquidity and capital resources and other non-historical statements are forward-looking statements. These forward-looking statements are
subject to numerous risks and uncertainties, including, but not limited to, the risks and uncertainties described in the sections entitled “Cautionary Note
Regarding Forward-Looking Statements” and “Risk Factors.” Our actual results may differ materially from those contained in or implied by any
forward-looking statements.

Certain figures, such as interest rates and other percentages, included in this section have been rounded for ease of presentation. Percentage figures
included in this section have not in all cases been calculated on the basis of such rounded figures but on the basis of such amounts prior to rounding. For
this reason, percentage amounts in this section may vary slightly from those obtained by performing the same calculations using the figures in our
financial statements or in the associated text. Certain other amounts that appear in this section may similarly not sum due to rounding.

Overview

Local Bounti was founded in August 2018 and is headquartered in Hamilton, Montana. Local Bounti is a producer of sustainably grown living
lettuce, herbs, and loose leaf lettuce. Local Bounti’s vision is to deliver the freshest, locally grown produce over the fewest food miles possible. Local
Bounti is a CEA company that utilizes patent pending Stack & Flow TechnologyTM, which is a hybrid of vertical farming and hydroponic greenhouse
farming, to grow healthy food sustainably and affordably. Through its CEA process, it is our goal to produce our products in an environmentally
sustainable manner that will increase harvest efficiency, limit water usage and reduce the carbon footprint of the production and distribution process. The
environmental greenhouse conditions help to ensure nutritional value and taste, and the Local Bounti products are non-GMO and use significantly less
pesticides and herbicides than traditional farming operations. Our products use 90% less water and 90% less land than conventional agriculture to produce.
Our first CEA facility in Hamilton, Montana commenced construction in 2019 and reached full commercial operation by the second half of 2020. We
completed an increase to the capacity of the Montana Facility by approximately 140% to 12 hydroponic ponds in the third quarter of 2021, which is now
operational, and was fully commissioned in the fourth quarter of 2021. On April 4, 2022, we acquired Pete’s, as discussed in more detail below.

We derive the majority of our revenue from the sale of produce. We grow and package fresh greens that are sold into existing markets and channels
such as food retailers and food service distributors from our Montana Facility. Sales are recognized at a point in time when control of the goods is
transferred to the customer.

We intend to increase our production capacity and expand our reach to new markets, new geographies, and new customers through either the
building of new facilities or through the acquisition of existing greenhouse facilities which we will update with our Stack & Flow Technology™. Whether
to build new facilities or acquire existing facilities is determined through ongoing buy versus build analyses performed by management. We also expect to
expand our product offering to new varieties of fresh greens, herbs, and other produce. We periodically offer sales incentives to our customers, including
temporary price reductions. We anticipate that these promotional activities could impact sales and that changes in such activities could impact period-over-
period results. Sales may also vary from period to period depending on the purchase orders we receive, the volume and mix of products sold and the
channels through which our products are sold.

Following the closing of the Pete’s acquisition, the Company has advanced its activity at the Pasco, Washington facility. The site is being redesigned
to further optimize operational synergies, drive best in class
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unit economics, and to account for synergies with Pete’s growing systems to meet demand across the combined product portfolio.

Recent Developments

Pete’s Acquisition

On April 4, 2022, we acquired California-based complementary indoor farming company Pete’s. Pete’s is a California-based indoor farming
company with three greenhouse growing facilities, including two operating facilities in California and one under construction in Georgia which is
scheduled to begin operations in the second quarter of 2022. Pete’s has distribution to approximately 10,000 retail locations across 35 U.S. states and
Canadian provinces, primarily through direct relationships with blue-chip retail customers, including Albertsons, Kroger, Target, Walmart, as well as
Whole Foods and AmazonFresh. Pete’s primary products include living butter lettuce—where it is a leading provider with an approximate 80 percent
share of the CEA market within the Western U.S.—as well as packaged salad and cress. Pete’s has been in operation for over 50 years while focusing the
last 25 years in leafy greens, has long-standing relationships with the majority of its customers, and has a demonstrated track record of generating positive
EBITDA.

Local Bounti plans to install its patent pending Stack & Flow Technology™ at Pete’s facilities, combining the best aspects of vertical farming and
greenhouse growing technologies to deliver higher yields of diverse leafy greens at superior unit economics. The Pete’s Acquisition also allows Local
Bounti to gain access to Pete’s existing retail customer base of more than 10,000 retail locations nationwide.

Environmental, Social and Governance

Conventional agriculture has been feeding the world for hundreds of years, yet given the negative impacts of climate change, it is now struggling to
keep pace. Add to that the COVID–19 pandemic, and an already stressed food supply system is experiencing even more pressure. Sustainability has
emerged as a global imperative, and when it comes to agriculture, it is clear we must find ways to do better. We believe growing healthy vegetables is good
business, and our growing technology delivers clean produce with safer growing methods, which we believe benefits all stakeholders and differentiates us
from traditional agriculture. We expect that consumer demand for clean, nutritious, locally grown, and high-quality products will increase over time.

Our compact, efficient, and local farms provide fresh produce with minimum transportation distances. Combined with our advanced technologies,
the location of our facilities in less developed communities and areas with available supporting resources such as adequate water and renewable energy, we
believe Local Bounti has the potential to be among the most sustainable produce suppliers in the nation.

More information on our key environmental, social and governance (“ESG”) programs, goals and commitments, and key metrics can be found in
our 2021 sustainability report, which is available on our website at localbounti.com/sustainability.

While we believe all of our ESG goals align with our long-term growth strategy and financial and operational priorities, they are aspirational and
may change, and there is no guarantee or promise that they will be met.

Factors Affecting Our Financial Condition and Results of Operations

We expect to expend substantial resources as we:
 

 •  integrate Pete’s operations into our business;
 

 •  build out the Pasco facility and invest in additional CEA facilities in the future;
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 •  identify and invest in future growth opportunities, including new product lines;
 

 •  invest in sales and marketing efforts to increase brand awareness, engage customers and drive sales of our products;
 

 •  invest in product innovation and development; and
 

 •  incur additional general administration expenses, including increased finance, legal and accounting expenses associated with being a public
company, and growing operations.

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financial Condition and Results of Operations is based upon our Consolidated Financial Statements,
which have been prepared in accordance with GAAP. Our significant accounting policies and estimates are more fully described in Note 2, Summary of
Significant Accounting Policies, to our Consolidated Financial Statements. Certain of our accounting estimates are particularly important to our financial
position and results of operations and require us to make difficult and subjective judgments, often as a result of the need to make estimates of matters that
are inherently uncertain. Our management uses its judgment to determine the appropriate assumptions to be used in the determination of certain estimates.
We evaluate our estimates on an ongoing basis. Estimates are based on historical experience and on various other assumptions that it believes are
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. Our actual results may differ from these estimates under different assumptions or conditions. Our critical
accounting policies that involve significant estimates and judgments of management include the following:

Stock-Based Compensation

We recognize in our Consolidated Statements of Operations the grant-date fair value of restricted stock awards (RSAs) and restricted stock units
(RSUs) issued to both employees and non-employees. Our RSAs and RSUs are subject to service-based vesting conditions. Stock-based compensation
expense is recognized on a tranche-by-tranche basis using the accelerated attribution method over the requisite service period of the award, which generally
corresponds to the underlying vesting term. Forfeitures of awards are accounted for in the period in which they occur.

Prior to the Business Combination, there was no public market for our common stock. Therefore, the fair value of our common stock and related
stock-based awards was determined by our Board based in part on valuations prepared by a third-party valuation firm. Since the closing of the Business
Combination, the Board determines the fair value of each share of common stock underlying stock-based awards based on the closing price of our
common stock as reported by NYSE on the date of the grant.
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Results of Operations

Comparison for the Three Months Ended March 31, 2022 and 2021

The following table sets forth our historical operating results for the periods indicated:
 

   
Three Months Ended

March 31,      
   2022    2021    $ Change 
   (in thousands)      

Sales   $ 282   $ 57    225 
Cost of goods sold    234    45    189 

      

Gross profit    48    12    36 
Operating expenses:       

Research and development    1,948    432    1,516 
Selling, general and administrative    22,259    8,294    13,965 

      

Total operating expenses    24,207    8,726    15,481 
      

Loss from operations    (24,159)    (8,714)    (15,445) 
Other income (expense):       

Management fee income    30    20    10 
Convertible Notes fair value adjustment    —      (299)    299 
Interest expense, net    (1,643)    (405)    (1,238) 

      

Net loss   $(25,772)   $ (9,398)    (16,374) 
      

The following sections discuss and analyze the changes in the significant line items in our Unaudited Condensed Consolidated Statements of
Operations for the comparative periods in the table above.

Sales

Sales of Produce

We derive the majority of our revenue from the sales of produce. Sales of produce increased by $225 thousand to $282 thousand for the three months
ended March 31, 2022, compared to the three months ended March 31, 2021, due to increased commercial production of fresh greens at the Montana
Facility resulting in our produce being sold in more than 500 retail locations as of March 31, 2022 as compared to 80 retail locations as of March 31, 2021.

Cost of Goods Sold

Cost of goods sold consists primarily of costs related to growing produce at the Montana Facility, including labor, seeds and other input supplies,
packaging materials, depreciation, and utilities. These facilities will incur similar costs directly related to growing and selling of our products. We expect
that, over time, cost of goods sold will decrease as a percentage of sales, as a result of scaling our business.

Cost of goods sold increased by $189 thousand for the three months ended March 31, 2022, compared to the three months ended March 31, 2021,
due primarily to increased sales during the three months ended March 31, 2022 as compared to the three months ended March 31, 2021.

Research and Development

Research and development expenses consist primarily of compensation to employees engaged in research and development activities, including
salaries and related benefits, in addition to related overhead (including
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depreciation, utilities and other related allocated expenses), as well as supplies and services related to the development of our growing process. Our
research and development efforts are focused on the development of our processes utilizing our CEA facility, increasing production yields, and developing
new SKUs. Due to our ongoing research and development, we are generating approximately 26 crop turns annually for our commercial loose-leaf lettuce,
which compares to approximately 17 to 22 turns annually as of December 31, 2021. We expect, over time, that research and development will decrease as
a percentage of sales, as a result of the establishment of our growing process.

Research and development costs increased by $1,516 thousand for the three months ended March 31, 2022, compared to the three months ended
March 31, 2021, due to increased investment in research and development as we continue to expand our product offering and refine our growing process.
We incurred costs for research and development including production, harvesting, post-harvest packaging, as well as production surplus costs related to
the development of our production process.

Selling, General, and Administrative Expenses

Selling, general, and administrative expenses consist of expenses for stock-based compensation, salaries, professional services, human resources and
recruiting, and marketing and advertising, among others. We expect selling, general and administrative expenses to increase for the foreseeable future as
we increase the number of employees to support the growth of our business, and as a result of operating as a public company, including additional costs
and expenses associated with compliance with Securities and Exchange Commission (the “SEC”) rules, legal, audit, insurance, investor relations, and other
administrative and professional services.

Selling, general, and administrative expenses increased by $13,965 thousand for the three months ended March 31, 2022, compared to the three
months ended March 31, 2021, due to a $6,071 thousand increase in stock-based compensation expense driven by the vesting of stock awards and
additional stock awards granted during the three months ended March 31, 2022, a $3,901 thousand increase in transaction costs due to the acquisition of
Pete’s, a $3,060 thousand increase in salaries and wages due to increased headcount from Company growth and to support operations as a public company,
and a $466 thousand increase in legal and other professional fees.

Management Fee Income

Management fee income relates to the management fee we receive for managing the Montana Facility and performing maintenance under a related
party property maintenance and management services agreement with Grow Bitterroot, which commenced in June 2020. Management fee income
increased by $10 thousand for the three months ended March 31, 2022, compared to the three months ended March 31, 2021.

Convertible Notes Fair Value Adjustment

During 2021, we entered into a series of identical convertible long-term notes with various parties with a face value of $26,050 thousand and bears
interest at 8% with a maturity date of February 8, 2023 (the “Convertible Notes”). All Convertible Notes were converted into shares of common stock, in
connection with the Business Combination on November 19, 2021.

We measure Convertible Notes at fair value based on significant inputs not observable in the market, resulting in these Convertible Notes being
classified as Level 3 measurements within the fair value hierarchy. Changes in the fair value of Convertible Notes relate to updated assumptions and
estimates are recognized as a Convertible Notes fair value adjustment within the results of operations. Convertible Notes fair value adjustment was $299
thousand for the three months ended March 31, 2021. As all the Convertible Notes were converted into shares of common stock in connection with the
Business Combination on November 19, 2021, there was no fair value adjustment for the three months ended March 31, 2022.
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Interest Expense, net

Interest expense consists primarily of interest expense related to the loans with Cargill Financial, interest recognized per the terms of our various
financing obligations related to the Montana Facility, and the Convertible Notes. Interest expense, net increased by $1,238 thousand for the three months
ended March 31, 2022, compared to the three months ended March 31, 2021. The increase is primarily due to an increase of $1,079 thousand for interest,
unused commitment fee, and loan origination fee amortization expense related to debt with Cargill Financial and a $230 thousand increase in interest
expense from the financing element of our sale leaseback with Grow Bitterroot. The increase in interest expense was partially offset by a decrease in
interest expense of $85 thousand for interest expense related to our Convertible Notes as they were all converted into shares of common stock in
connection with the Business Combination on November 19, 2021.

Comparison for the Years Ended December 31, 2021 and December 31, 2020

The following table sets forth our historical operating results for the periods indicated:
 

   
Year Ended

December 31,     
   2021   2020   $ Change  
   (in thousands)     
Sales   $ 638  $ 82   556 
Cost of goods sold    432   91   341 

  

Gross profit (loss)    206   (9)   215 
Operating expenses:     

Research and development    3,425   1,079   2,346 
Selling, general and administrative    41,498   6,834   34,664 

  

Total operating expenses    44,923   7,913   37,010 
  

Loss from operations    (44,717)   (7,922)   (36,795) 
Other income (expense):     

Management fee income    79   35   44 
Convertible Notes fair value adjustment    (5,067)   —     (5,067) 
Debt extinguishment expense    (1,485)   —     (1,485) 
Interest expense, net    (5,133)   (522)   (4,611) 
Other income and expense    230   —     230 

  

Loss before income taxes    (56,093)   (8,409)   (47,684) 
Income tax expense    —     —     —   

  

Net loss   $ (56,093)  $ (8,409)   (47,684) 
  

The following sections discuss and analyze the changes in the significant line items in our Consolidated Statements of Operations for the
comparative periods in the table above.

Sales

Sale of Produce

We derive the majority of our revenue from the sale of produce. Sales of produce increased by $469 thousand to $551 thousand for the year
ended December 31, 2021, compared to the year ended December 31, 2020, due to commercial production of fresh greens and herbs at the Montana
Facility not starting until the second half of 2020. The expansion of commercial production led to our produce being sold in more than 500 retail locations
at the end of 2021.
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Sale of Intellectual Property

Intellectual property sold in 2021 consisted of intellectual property for salad kits, including the licensed know-how for recipes, packaging support,
and branding kit development. Sale of intellectual property increased by $87 thousand for the year ended December 31, 2021, compared to the year ended
December 31, 2020, due to sale of intellectual property of salad kits. No intellectual property was sold for the year ended December 31, 2020.

Cost of Goods Sold

Cost of goods sold consists primarily of costs related to growing produce at the Montana Facility, including labor, seeds and other input supplies,
packaging materials, depreciation, and utilities. In the future, we expect to build and operate new facilities across the United States. These facilities will
incur similar costs directly related to growing and selling of our products. We expect that, over time, cost of goods sold will decrease as a percentage of
sales, as a result of scaling our business.

Cost of goods sold increased by $341 thousand for the year ended December 31, 2021, compared to the year ended December 31, 2020, due to
increased sales during 2021 as commercial production did not begin at the Montana Facility until the second half of 2020.

Research and Development

Research and development expenses consist primarily of compensation to employees engaged in research and development activities, including
salaries and related benefits, in addition to related overhead (including depreciation, utilities and other related allocated expenses), as well as supplies and
services related to the development of our growing process. Our research and development efforts are focused on development of our processes utilizing
our CEA facility, increase production yields, and develop new SKUs. We expect, over time, that research and development will decrease as a percentage
of sales, as a result of the establishment of our growing process.

Research and development costs increased by $2,346 thousand for the year ended December 31, 2021, compared to the year ended December 31,
2020, due to increased investment in research and development as we continue to expand our product offerings and refine our growing process. We
incurred costs for research and development including production, harvesting, post-harvest packaging, as well as production surplus costs related to the
development of our production process.

Selling, General, and Administrative Expenses

Selling, general, and administrative expenses consist of expenses for stock-based compensation, salaries, professional services, human resources and
recruiting, and marketing and advertising, among others. We expect selling, general and administrative expenses to increase for the foreseeable future as
we increase the number of employees to support the growth of our business, and as a result of operating as a public company, including additional costs
and expenses associated with compliance with SEC rules, legal, audit, insurance, investor relations, and other administrative and professional services.

Selling, general, and administrative expenses increased by $34,664 thousand for the year ended December 31, 2021, compared to the year
ended December 31, 2020, primarily due to one-time costs of $8,353 thousand related to the Business Combination, $14,600 thousand increase in stock-
based compensation expense driven by the vesting of stock awards in connection with the closing of the Business Combination and additional stock awards
granted during the year ended December 31, 2021, a $6,268 thousand increase in salaries and wages and employee development related expenses due to
increased headcount from the growth of the Company, and a $2,924 thousand increase in professional services and legal fees including accounting and
other consulting fees related to the closing of the Business Combination and preparing to operate as a public company.
 

63



Table of Contents

Management Fee Income

Management fee income relates to the management fee we receive for managing the Montana Facility and performing maintenance under a related
party property maintenance and management services agreement with Grow Bitterroot, LLC (“Grow Bitterroot”), which commenced in June 2020.
Management fee income increased by $44 thousand for the year ended December 31, 2021, compared to the year ended December 31, 2020. For
information on this agreement, see Note 8, Financing Obligation, of the Consolidated Financial Statements.

Convertible Notes Fair Value Adjustment

During 2021, we entered into a series of identical convertible long-term notes with various parties with a face value of $26,050 thousand and bears
interest at 8% with a maturity date of February 8, 2023 (the “Convertible Notes”). All Convertible Notes were converted into a number of shares of
common stock, at a conversion price equal to value of each share of common stock in the qualified special purpose acquisition company (“SPAC”)
transaction multiplied by 85% upon the closing of Business Combination on November 19, 2021.

We measure Convertible Notes at fair value based on significant inputs not observable in the market, resulting in these Convertible Notes being
classified as Level 3 measurements within the fair value hierarchy. Changes in the fair value of Convertible Notes relate to updated assumptions and
estimates are recognized as a Convertible Notes fair value adjustment within the results of operations. Convertible Notes fair value adjustment increased by
$5,067 thousand for the year ended December 31, 2021, compared to the year ended December 31, 2020. The fair value adjustment relates to our
Convertible Notes which were entered into with various parties during the first half of 2021.

Debt Extinguishment Expense

Debt extinguishment expense relates to the write off of unamortized debt issuance costs, penalties and related fees associated with a loan from
Cargill Financial which was repaid in September 2021. Debt extinguishment expense increased by $1,485 thousand for the year ended December 31,
2021, compared to the year ended December 31, 2020.

Interest Expense, net

Interest expense consists primarily of interest recognized per the terms of our various financing obligations related to the Montana Facility, interest
expense related to the loans with Cargill Financial, and the Convertible Notes. Interest expense, net increased by $4,611 thousand for the year
ended December 31, 2021, compared to the year ended December 31, 2020. The increase is due to $2,661 thousand of interest, unused commitment fee,
and loan origination fee amortization expense related to notes and warrants with Cargill Financial, $1,364 thousand of interest expense related to our
Convertible Notes, and $601 thousand increase in interest expense from the financing element of our sale leaseback with Grow Bitterroot, which
commenced in June 2020.

Liquidity and Capital Resources

Cash, cash equivalents, and restricted cash totaled $76,390 thousand and $101,077 thousand as of March 31, 2022 and December 31, 2021,
respectively. Currently, our primary sources of liquidity are cash flows generated from the successful completion of the Business Combination, loans with
Cargill Financial, and revenue from the sales of our produce. We incurred losses and generated negative cash flows from operations since our inception in
2018. At March 31, 2022, we had an accumulated deficit of $94,014 thousand.

The CEA business is capital-intensive. Expenditures are expected to include working capital, costs associated with planting and harvesting, such as
the purchase of seeds and growing supplies, the construction of
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our facilities, and acquisition of existing greenhouse facilities. In addition, other costs may arise due to our scaling and growing process, and the continued
development of additional properties for CEA facilities. Other unanticipated costs may arise due to the unique nature of the high-tech CEA facilities, and
the purchase and development of additional properties for future facilities. We also expect to expend significant resources as we invest in CEA technology,
develop value-added products and pursue other strategic investments in the CEA industry.

We believe that our current cash position and borrowing capacity under our credit facilities are sufficient to fund our cash requirements for the next
12 months. In the event that our plans change or our cash requirements are greater than we anticipate, we may need to access the capital markets to finance
future cash requirements. However, there can be no assurance that such financing will be available to us should we need it or, if available, that the terms
will be satisfactory to us and not dilutive to existing shareholders. Our failure to raise capital as and when needed could have significant negative
consequences for our business, financial condition and results of consolidated operations.

Cargill Loans

In March 2021, the Company entered into a loan with Cargill Financial to finance the general working capital for the Company. This loan had a
principal balance of up to $10,000 thousand and bore interest at 8% per annum with a maturity date of March 22, 2022. In September 2021, this loan was
repaid in full. In connection with the original loan, the lender also received 705,883 warrants. The warrants are still outstanding.

In September, 2021, we entered into the Subordinated Facility with Cargill Financial, for up to $50,000 thousand. The interest rate on the
Subordinated Facility is 10.5% per annum, with accrued interest paid quarterly in arrears on the last business day of each calendar quarter, commencing on
the last business day of the calendar quarter ending December 31, 2022, and on the maturity date. A total of $16,293 thousand was outstanding on the
Subordinated Facility as of March 31, 2022. The Subordinated Facility is included in “Long-term debt” on the Condensed Consolidated Balance Sheet.

In September, 2021, we also entered into the Senior Facility with Cargill Financial whereby Cargill Financial agreed to make advances to the
Company of up to $150,000 thousand. The interest rate on the Senior Facility will be equal to the LIBOR plus an Applicable Margin (which varies
between 5.5% to 6.5% depending on the Senior Facility net leverage ratio). The Senior Facility became available upon the completion of the Business
Combination. As of March 31, 2022, no amounts had been drawn on the Senior Facility.

On March 14, 2022, Local Bounti and Local Bounti Operating Company, along with certain subsidiaries of the Company, entered into the
Amendment to amend the Original Credit Agreements and the Original Facilities. On April 4, 2022 in connection with closing of the Pete’s Acquisition,
(a) the Pete’s Acquisition was funded pursuant to the Amended Facilities, (b) the aggregate commitment amount of the Original Facilities was reduced to
$170.0 million which is anticipated to be the amount necessary to fund the Pete’s Acquisition, the Property Acquisition, the updating of the facilities to be
acquired in the Pete’s Acquisition with the Company’s Stack & Flow Technology™ and certain expansion at one Pete’s facility, (c) the minimum liquidity
covenant was reduced from $30 million to $20 million (inclusive of existing restricted cash on the Consolidated Balance Sheets) and (d) the interest rate of
each of the Senior Facility and the Subordinated Facility increased by 2%, among other matters. Pursuant to the Amendment, in connection with the
Closing, the Company (i) paid a $2.0 million amendment fee and (ii) issued 1,932,931 shares of Common Stock to Cargill Financial.
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Cash Flow Analysis

Three Months Ended March 31, 2022 and 2021

A summary of our cash flows from operating, investing and financing activities is presented in the following table:
 

   
Three Months Ended

March 31,  
       2022           2021     
   (in thousands)  
Net cash used in operating activities   $ (10,085)   $ (3,223) 
Net cash used in investing activities    (14,673)    (1,070) 
Net cash provided by financing activities    71    21,604 
Cash and cash equivalents and restricted cash at beginning of period    101,077    45 

    

Cash and cash equivalents and restricted cash at end of period   $ 76,390   $17,356 
    

Net Cash Used In Operating Activities

Net cash used in operating activities was $10,085 thousand for the three months ended March 31, 2022 due to a net loss of $25,772 thousand. This
was partially offset by non-cash activities of $11,013 thousand in stock-based compensation expense and $541 thousand in depreciation expense.
Additional offset was also due to $3,716 thousand net increase of cash from changes in assets and liabilities.

Net cash used in operating activities was $3,223 thousand for the three months ended March 31, 2021 due to a net loss of $9,398 thousand, partially
offset by non-cash activities of $4,942 thousand in stock-based compensation expense, $299 thousand in fair value adjustments to the Convertible Notes,
and $124 thousand in depreciation expense. Additional offset was also due to $843 thousand net increase of cash from changes in assets and liabilities.

Net Cash Used In Investing Activities

Net cash used in investing activities was $14,673 thousand for the three months ended March 31, 2022, due primarily to purchases of equipment and
other items for the Pasco and the Montana CEA facility.

Net cash used in investing activities was $1,070 thousand for the three months ended March 31, 2021, due to purchases of property and equipment
for the Montana Facility.

Net Cash Provided By Financing Activities

Net cash provided by financing activities was $71 thousand for the three months ended March 31, 2022, comprised of $71 thousand of net proceeds
from financing obligations related to the sale leaseback transaction with Grow Bitterroot for the Montana Facility.

Net cash provided by financing activities was $21,604 thousand for the three months ended March 31, 2021, due to proceeds of $10,700 thousand
from the issuance of Convertible Notes, proceeds of $10,388 thousand from the issuance of debt, and proceeds of $1,066 thousand from financing
obligations related to the sale leaseback transaction with Grow Bitterroot for the Montana Facility. This increase was partially offset by a $550 thousand
cash repayment of debt.
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Years Ended December 31, 2022 and 2021

A summary of our cash flows from operating, investing and financing activities is presented in the following table:
 

Net cash used in operating activities   $ (20,108)   $(3,838) 
Net cash used in investing activities    (29,666)    (3,422) 
Net cash provided by financing activities    150,806    5,168 
Cash and cash equivalents and restricted cash at beginning of period    45    2,137 

    

Cash and cash equivalents and restricted cash at end of period   $101,077   $ 45 
    

Net Cash Used In Operating Activities

Net cash used in operating activities was $20,108 thousand for the year ended December 31, 2021 due to a net loss of $56,093 thousand, partially
offset by non-cash activities of $17,895 thousand in stock-based compensation expense, $5,067 thousand in fair value adjustments to the Convertible
Notes, $1,364 thousand of interest expense on the Convertible Notes, $939 thousand in debt extinguishment expense, $782 thousand in amortization of
debt issuance costs, $684 thousand in depreciation expense, and $9,491 thousand net increase of cash from changes in assets and liabilities primarily driven
by increase in accrued construction expenses related to the Pasco CEA facility.

Net cash used in operating activities was $3,838 thousand for the year ended December 31, 2020 due to a net loss of $8,409 thousand, partially offset
by $3,295 thousand in stock-based compensation expense, and a $989 thousand net source of cash from changes in assets and liabilities, and $287
thousand in depreciation expense.

Net Cash Used In Investing Activities

Net cash used in investing activities was $29,666 thousand for the year ended December 31, 2021, which was made up of purchases of equipment
and other items related to the expansion of the Montana Facility and construction equipment for the Pasco CEA facility.

Net cash used in investing activities was $3,422 thousand for the year ended December 31, 2020, which was entirely driven by the purchases of
property and equipment for the Montana Facility.

Net Cash Provided By Financing Activities

Net cash provided by financing activities was $150,806 thousand for the year ended December 31, 2021, representing $137,532 thousand in proceeds
from the completion of the Business Combination, $26,293 thousand cash received from the issuance of the Cargill Loans, $26,000 thousand cash received
from the issuance of Convertible Notes, and $3,854 thousand net proceeds from financing obligations. The increase is offset by $27,320 thousand cash
distribution to Legacy Local Bounti shareholders in connection with the closing of the Business Combination, $10,654 thousand cash repayment of debt,
and the payment of $5,399 thousand in debt issuance costs.

Net cash provided by financing activities was $5,168 thousand for the year ended December 31, 2020 due to proceeds of $7,675 thousand from
financing obligations related to the sale leaseback transaction with Grow Bitterroot for the Montana Facility and proceeds of $453 thousand from the
issuance of debt, partially offset by the repayment of $2,880 thousand in debt as part of the sale leaseback transaction with Grow Bitterroot and an
$80 thousand redemption of common stock.
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Off-Balance Sheet Arrangements

We have not entered into any off-balance sheet arrangements, as defined in the rules and regulations of the SEC.

Recent Accounting Pronouncements

For more information about recent accounting pronouncements, see Note 2, of the Unaudited Condensed Consolidated Financial Statements, which
is incorporated into this Item 7 by reference thereto.
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 MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS OF HOLLANDIA
PRODUCE GROUP, INC.

The information contained in this section is based on the historical financial condition and results of operations of Pete’s and does not give effect to
the Pete’s Acquisition. The Pete’s Acquisition will have a material impact on the results of operations of the business going forward. You should read the
following in conjunction with the sections of this prospectus entitled “Risk Factors,” “Cautionary Note Regarding Forward-Looking Statements” and the
audited financial statements of Pete’s and the related notes thereto included elsewhere in this prospectus.

The following management’s discussion and analysis of financial condition and results of operations (“MD&A”) of Hollandia Produce Group, Inc.
and its subsidiaries (“Pete’s”) and provides information that Pete’s believes is useful in understanding its operating results, cash flows and financial
condition. Pete’s provides quantitative information about the material sales drivers, including the impact of changes in volume and changes in pricing.
Pete’s also provides quantitative information regarding special gains and charges and other significant factors it believes are useful for understanding its
results. This quantitative information is accompanied by comments meant to be qualitative in nature. Qualitative factors are generally ordered based on
estimated significance.

The MD&A should be read in conjunction with Pete’s audited consolidated financial statements and accompanying notes included elsewhere in this
prospectus. Pete’s consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United States
(“GAAP”). This discussion contains various non-GAAP financial measures and also contains various forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995.

Overview

Pete’s is a California-based indoor farming company with three greenhouse growing facilities, including two operating facilities in California and
one under construction in Georgia which is scheduled to begin operations in the second quarter of 2022. Pete’s has distribution to approximately 10,000
retail locations across 35 U.S. states and Canadian provinces, primarily includes the following: direct relationships with blue-chip retail customers,
including Albertsons, Kroger, Whole Foods and AmazonFresh; sales from Target, and Walmart are through a wholesaler and Sprouts is a large retail
customer. Pete’s primary products include living butter lettuce – where it is a leading provider with an approximate 80 percent share of the CEA market
within the Western U.S. – as well as packaged salad and cress. Pete’s has been in operation for over 50 years while focusing the last 25 years in leafy
greens, has long-standing relationships with the majority of its customers, and has a demonstrated track record of generating positive EBITDA.

Business Combination

On March 14, 2022, Local Bounti Corporation entered into the Purchase Agreements with the Selling Parties. The Closing occurred on April 4,
2022.

On April 4, 2022, pursuant to the Purchase Agreements, the Company (through Purchaser) acquired all of the equity interests and rights to acquire
equity interests of the Target and its subsidiaries, including the minority interest in the Georgia Company not owned by the Target, from the Selling
Parties. The total consideration paid at the Closing to the Selling Parties in connection with the Purchase Agreements was approximately $122.5 million
(subject to certain adjustments as set forth in the Purchase Agreements) consisting of a mix of cash and the Common Stock, which was comprised of (i) the
Cash Consideration and (ii) the Equity Consideration.

Also on April 4, 2022, in connection with the closing of the Pete’s Acquisition, the Target also completed the Property Acquisition.
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Store Capital Acquisition

On June 30, 2020, in conjunction with a refinancing transaction, Pete’s purchased two parcels of land from related parties for $3.2 million and $4.5
million, respectively. Pete subsequently sold these two parcels of land to STORE Capital Acquisitions, LLC (“Store Capital Acquisitions”), along with
other land together for $7.7 million, resulting in a net loss upon sale of $4.7 million. This loss was recognized in “Gain/ (loss) on sale of property and
equipment” on the accompanying Consolidated Financial Statement of Operations for the year ended December 31, 2020.

Pete’s has leased the parcels of land back from Store Capital Acquisitions under a 20-year non-cancelable operating lease, with two optional
extensions of five years each and a third optional extension of four years and 11 months.

As noted in the Business Combination section above, in connection with the Property Acquisition, Local Bounti acquired the parcels of land in
California owned and the land, buildings and equipment in Georgia from STORE Capital for $25.8 million.

Structured Equity Loan

In December 2015, and in connection with the Pete’s formation, Pete’s entered into a Structured Equity Loan with a related party. The loans which
initially totaled, $22.1 million had an original maturity of June 2021. The loans are subordinated to all of the Company’s indebtedness and liability. The
Structured Equity Loan carries a 14.0% interest with interest payments paid in kind, added to the outstanding debt balance, and included in the “Paid-in-
Kind Interest” line item in Pete’s Consolidated Statement of Operations.

In June 2021, Pete’s received an extension on the repayment of the structured equity loans that were due to mature in June 2021. The amended
maturity date is July 31, 2022. As of March 31, 2022, approximately $52.9 million was outstanding on the Structured Equity Loan.

As noted in the Business Combination section above, the Structured Equity Loan was repaid and extinguished as part of the Business Combination.
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RESULTS OF OPERATIONS

The following table sets forth Pete’s historical operating results for the periods indicated (in thousands):
 

   Three Months Ended March 31,    Change In  
       2022           2021       $    %  
Net Revenues   $ 5,931   $ 5,364    567    10.6% 
Cost of revenues    3,235    2,708    527    19.5% 

        

Gross profit    2,696    2,656    40    1.5% 
        

Operating expenses:         
Selling    320    232    88    37.9% 
General and administrative    952    1,042    (90)    (8.6)% 
Overhead    1,454    1,312    142    10.8% 
Depreciation and amortization    1,032    1,084    (52)    (4.8)% 
Transaction costs    57    —      57    100.0% 

        

Total operating expenses    3,815    3,670    145    4.0% 
Loss from operations    (1,119)    (1,014)    (105)    10.4% 

        

Other income (expense):         
Interest expense    (969)    (725)    (244)    33.7% 
Paid-in-kind interest    (1,780)    (1,548)    (232)    15.0% 
Gain (loss) on sale of property and equipment    —      8    (8)    (100.0)% 
Other    (6)    8    (14)    (175.0)% 

        

Total other expense, net    (2,755)    (2,257)    (498)    22.1% 
Loss before provision for state income taxes    (3,874)    (3,271)    (603)    18.4% 
Provision for state income taxes    —      —      —      —% 

        

Net loss   $ (3,874)   $ (3,271)    (603)    18.4% 
        

Net Revenues

Pete’s generates revenue primarily from sale of four leafy green varieties of produce, which are grown with both conventional and organic growing
methods, and are sold under the Pete’s Private Labels.

Pete’s had total revenue of $5.9 million for the three months ended March 31, 2022 as compared to $5.4 million for the three months ended
March 31, 2021. This represented an increase in net revenue of $567 thousand or 10.6% during the current quarter. The increase is a result of an increase in
our produce sales of approximately $608 thousand and an increase in packaged salads of $98 thousand. This increase was partially offset by a decrease in
meal kits revenue of $156 thousand.

Cost of Revenues

Cost of revenue consists primarily of direct costs related to growing produce at Pete’s Facilities. Cost of revenue include, but are not limited to, costs
relating to packaging, soil and seeds, fertilizers, and direct labor costs and is exclusive of depreciation of the greenhouse and other capital equipment.

Cost of revenue increased by $527 thousand, or 19.5%, for the three months ended March 31, 2022 to $3.2 million as compared to $2.7 million
during the three months ended March 31, 2021. The increase in cost of revenue was primarily due to an increase in costs caused by pandemic-related
supply chain and inflationary cost impacts and also by an increase in sales volume and its related costs. There was a period over period increase in
inventory shrinkage reserves of $257 thousand caused by a temporary soil supply disruption, an increase in direct labor costs of $199 thousand driven by
an increase in temporary labor costs to combat COVID-19 related labor shortages, and an increase in packaging supplies of $157 thousand and an increase
in seed cost of $32 thousand both driven by broader inflation within packaging and seed costs. This increase was partially offset by a decrease in other
direct expenses of $149 thousand.
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Selling

Selling expenses primarily consist of marketing and advertising, commission and other fees related to licenses and dues, and business development
expenses.

Selling expenses increased by approximately $88 thousand, or 37.9%, for the three months ended March 31, 2022 as compared to the three months
ended March 31, 2021. The increase in the current period primarily relates to an increase in travel costs of $44 thousand, an increase in trade show
expenses of $19 thousand, and a net increase in other selling costs of $25 thousand.

General and administrative

General, and administrative expenses primarily consist of payroll and related expenses for non-production employees, office expense, insurance,
accounting and legal, and other professional fees.

General and administrative expenses decreased by approximately $90 thousand, or 8.6% for the three months ended March 31, 2022 as compared to
the three months ended March 31, 2021. The decrease from the prior period is primarily related to a decrease in bonuses of approximately $187 thousand,
a decrease in director fees of $61 thousand, and a decrease in legal fees of $40 thousand. This was partially offset by an increase of $122 thousand related
to lease amortization and an increase of $64 thousand for accounting fees.

Overhead

Overhead expenses primarily include the warehouse related costs, including payroll for warehouse employees, truck drivers, and maintenance, as
well as the related expenses for utilities, shipping, property taxes, and equipment maintenance.

Overhead increased by approximately $142 thousand, or 10.8%, to $1.5 million for the three months ended March 31, 2022 as compared to $1.3
million for the three months ended March 31, 2021. The increase in overhead was primarily driven by an increase of $185 thousand related to utilities, an
increase of direct overhead of $71 thousand, an increase of $41 thousand related to salaries, and an increase of $44 thousand related to production and
general equipment rental. This increase was partially offset by a decrease in land rent of $172 thousand and a decrease of $39 thousand due to
capitalization of construction in progress labor costs.

Depreciation and amortization

Depreciation is computed using the straight-line method over the estimated useful lives of the assets ranging from three to 39 years. Leasehold
improvements are depreciated using the straight-line method over their estimated useful lives or related lease term, whichever is shorter. Definite-lived
intangible assets are amortized using the straight-line method over its estimated useful lives of the related intangible assets which ranges from five to ten
years.

Depreciation and amortization decreased by approximately $52 thousand, or 4.8%, for the three months ended March 31, 2022 as compared to the
three months ended March 31, 2021. The decrease in depreciation and amortization was primarily driven by a decrease of intangible amortization related
to decrease in customer lists which were fully amortized during 2021.

Transaction costs

Transaction costs for the three months ended March 31, 2021 of $57 thousand primarily relate to acquisition costs in connection with the Local
Bounti acquisition. No transaction costs were incurred during the three months ended March 31, 2021.
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Interest Expense

Interest expense consists primarily of interest recognized per the terms of Pete’s notes payable outstanding from external and related parties. Interest
expense also includes amortization of capitalized debt issuance costs on a straight-line basis over the term of the related financing agreement.

Interest expense increased by $244 thousand, or 33.7%, for the three months ended March 31, 2022. The increase in interest expense for the three
months ended March 31, 2022 compared to the three months ended March 31, 2021 was driven by the adoption of ASC 842 and related interest expense.

Paid-in-kind interest (“PIK interest”)

The Subordinated Bank Loans and Structured Equity Loans require interest only payments in cash and PIK interest. PIK interest accrues monthly
and is added to the outstanding principal balance of loans, the total of which bears interest at the agreed rates. Pete’s has the option of paying the PIK
interest in cash that would otherwise be added to the principal balance of the note. PIK interest increased by approximately $232 thousand, or 15.0%, for
the three months ended March 31, 2022 as compared to the three months ended March 31, 2021. The increase in PIK interest from the Structured Equity
Loans was driven primarily by the compounding of the principal balance during the period.

Gain on Sale of Property and Equipment

There was a gain of $8 thousand on account of sale of property and equipment during the three months ended March 31, 2021. There was no gain or
loss on sale of property and equipment during the three months ended March 31, 2022.

Other

Other consists of miscellaneous non-operating activity. Other decreased by approximately $14 thousand for the three months ended March 31, 2022.
The decrease or change from income to expense for the three months ended March 31, 2022 compared to the three months ended March 31, 2021 was
driven primarily by an increase of $10 thousand in franchise taxes during the three months ended March 31, 2022.
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RESULTS OF OPERATIONS

The following table sets forth Pete’s historical operating results for the periods indicated (in thousands):
 

   Year Ended December 31,    Change In  
         2021               2020         $    %  
Net Revenues   $ 22,721   $ 22,089    632    2.9% 
Cost of revenues    10,716    10,394    322    3.1% 

        

Gross profit    12,005    11,695    310    2.7% 
        

Operating expenses:         
Selling    1,023    1,062    (39)    (3.7)% 
General and administrative    4,243    4,701    (458)    (9.7)% 
Overhead    4,510    4,753    (243)    (5.1)% 
Depreciation and amortization    4,687    4,791    (104)    (2.2)% 
ESOP compensation    17    14    3    21.4% 
Transaction costs    197    368    (171)    (46.5)% 

        

Total operating expenses    14,677    15,689    (1,012)    (6.5)% 
Loss from operations    (2,672)    (3,994)    1,322    (33.1)% 

        

Other income (expense):         
Interest expense    (3,477)    (2,875)    (602)    20.9% 
Paid-in-kind interest    (6,685)    (6,124)    (561)    9.2% 
Change in fair value of related party stock warrants    —      186    (186)    N/A 
Gain (loss) on sale of property and equipment    8    (4,735)    4,743    (100.2)% 
Paycheck Protection Program loan forgiveness    1,642    —      1,642    100.0% 
Employee retention tax credit    1,482    —      1,482    100.0% 
Georgia development incentive grant    415    —      415    100.0% 
Other    44    518    (474)    (91.5)% 

        

Total other expense, net    (6,571)    (13,030)    6,459    (49.6)% 
Loss before provision for state income taxes    (9,243)    (17,024)    7,781    (45.7)% 
Provision for state income taxes    4    3    1    33.3% 

        

Net loss   $ (9,247)   $ (17,027)    7,780    (45.7)% 
        

Net Revenues

Pete’s generates revenue primarily from sale of four leafy green varieties of produce, which are grown with both conventional and organic growing
methods, and are sold under the Pete’s Private Labels.

Pete’s had total revenue of $ 22.7 million for the current year as compared to $22.1 million for the prior year. This represented an increase in net
revenue of $632 thousand or 2.9% during the current year. The increase from prior year is a result of an increase in our produce sales of approximately
$867 thousand, increase in sales of fruit and shipping revenue of approximately $90 thousand partially offset by a decrease in meal kits revenue of $312
thousand during the current year. The Company experienced an overall volume growth of approximately 4.0% for 2021 as compared to 2020.

Cost of Revenues

Cost of revenue consists primarily of direct costs related to growing produce at Pete’s Facilities. Cost of revenue include, but are not limited to, costs
relating to packaging, soil and seeds, fertilizers, and direct labor costs and is exclusive of depreciation of the greenhouse and other capital equipment.
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Cost of revenue increased by $322 thousand, or 3.1%, in the current year to $10.7 million as compared to $10.4 million during the prior year. The
increase in the cost of revenue was primarily due to an increase in sales volume during the current year. The increase specifically relates to an increase in
packing supplies of $365 thousand, and seeds of $276 thousand, partially offset by a decrease in outside grower costs during the current period of $181
thousand and a decrease in labor and other direct expenses of approximately $138 thousand.

Selling

Selling expenses primarily consist of marketing and advertising, commission and other fees related to licenses and dues, and business development
expenses.

Selling expenses decreased by approximately $39 thousand, or 3.7%, as compared to the prior period. The decrease in the current year primarily
relates to a decrease in commission costs due to the full year impact of a change in certain selling agreements in August 2020.

General and administrative

General, and administrative expenses primarily consist of payroll and related expenses for non-production employees, office expense, insurance,
accounting and legal, and other professional fees.

General and administrative expenses decreased by approximately $458 thousand, or 9.7%, to $4.2 million for the year ended December 31, 2021 as
compared to $4.7 million during the prior period. The decrease from the prior year is primarily related to a decrease in professional fees of $213 thousand,
a decrease in bonuses of approximately $144 thousand and a decrease of $110 thousand for IT support and ERP implementation expense.

Overhead

Overhead expenses primarily include the warehouse related costs, including payroll for warehouse employees, truck drivers, and maintenance, as
well as the related expenses for utilities, shipping, property taxes, and equipment maintenance.

Overhead decreased by approximately $243 thousand, or 5.1%, to $4.5 million for the year ended December 31, 2021. The decrease in overhead was
primarily driven by a $833 thousand related to land rent, additional $143 thousand of the labor allocation to CIP account, offset by an increase in costs for
utilities during the current year of $317 thousand, an increase of $214 thousand in property taxes related to the Carpinteria land’s supplemental bill which
was received in 2021, as well as the property taxes for Oxnard packaged salad facility addition, and an increase in freight and shipping costs during the
current year of $192 thousand.

Depreciation and amortization

Depreciation is computed using the straight-line method over the estimated useful lives of the assets ranging from three to 39 years. Leasehold
improvements are depreciated using the straight-line method over their estimated useful lives or related lease term, whichever is shorter. Definite-lived
intangible assets are amortized using the straight-line method over its estimated useful lives of the related intangible assets which ranges from five to ten
years.

Depreciation and amortization decreased by approximately $104 thousand, or 2.2%, for the year ended December 31, 2021. The decrease in
depreciation and amortization in the year ended December 31, 2021 compared to the prior period was primarily driven by a decrease of intangible
amortization, related to a non-compete agreement which ended in December 2020, and a decrease in customer lists which were fully amortized during the
current year.
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Transaction costs

Transaction costs in 2020 primarily relate to financing related to the STORE Capital Acquisition. Transaction costs decreased by approximately $171
thousand, or 46.5%, for the year ended December 31, 2021. The decrease in transaction costs for the year ended December 31, 2021 compared to the prior
period was driven by the completion of the transactions noted above.

Interest Expense

Interest expense consists primarily of interest recognized per the terms of Pete’s notes payable outstanding from external and related parties. Interest
expense also includes amortization of capitalized debt issuance costs on a straight-line basis over the term of the related financing agreement.

Interest expense increased by $602 thousand, or 20.9%, for the year ended December 31, 2021. The increase in interest expense for the year ended
December 31, 2021 compared to the prior period was driven by the adoption of ASC 842, as well as the repayment of a senior note as a result of the Store
Capital Acquisition in June 2020, noted above.

Paid-in-kind interest (“PIK interest”)

The Subordinated Bank Loans and Structured Equity Loans require interest only payments in cash and PIK interest. PIK interest accrues monthly
and is added to the outstanding principal balance of loans, the total of which bears interest at the agreed rates. Pete’s has the option of paying the PIK
interest in cash that would otherwise be added to the principal balance of the note. PIK interest increased by approximately $561 thousand, or 9.2%, for the
year ended December 31, 2021. The increase in PIK interest from the Structured Equity Loans for the year ended December 31, 2021, as compared to the
prior period, was driven primarily by the compounding of the principal balance during the period.

Change in fair value of related party stock warrants

Related party stock warrants are issued to various structured equity note holders. They are exercisable in whole or in part from their date of issue
through December 31, 2025. No related party stock warrants have been exercised for the period 2021 and 2020. The fair value of the related party stock
warrants is calculated using the discounted cash flow analysis and the Black-Scholes option pricing model.

The change in the fair value of the related party stock warrants for the year ended December 31, 2021 was zero as compared to the prior period
charge of approximately $186 thousand.

Gain (Loss) on Sale of Property and Equipment

There was a gain of $8 thousand on account of sale of property and equipment during the year ended December 31, 2021 as compared to loss of $
4.7 million during the year ended December 31, 2020. The loss in the prior year relates to the sale of property to Store Capital Acquisition that was
subsequently leased back to Pete’s.

Paycheck Protection Program loan forgiveness

The balances relate to the forgiveness of the PPP loan, which was received under the CARES Act. The outstanding balance of $1.6 million and
related interest were fully forgiven in April 2021.

Employee Retention Tax Credit

The $1.5 million income credit in 2021 relates to a governmental tax credit that Pete’s received in relation to the COVID-19 employee retention
program.
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Georgia Development Incentive Grant

The $415 thousand balance in 2021 relates to a development incentive grant that Pete’s received in connection with the newly developed Georgia
facility.

Other

Other consists of miscellaneous non-operating activity. Other income decreased by approximately $474 thousand, or 91.5%, for the year ended
December 31, 2021. The decrease in Other for the year ended December 31, 2021 compared to the prior period was driven primarily by miscellaneous
revenue which was received in 2020, related to the release of escrow balance from the refinancing transaction with Store Capital Acquisitions noted above.

Financial Position and Liquidity

The primary source of liquidity for Pete’s are the cash flows generated from financing activities, partially offset by cash used in operations and
investing activities. Pete’s had cash and cash equivalents of $1.1 and $1.5 million as of March 31, 2022 and December 31, 2021, respectively.

The continuation of Pete’s as a going concern is dependent upon the continued financial support from its shareholders and Pete’s ability to obtain the
necessary financing to support its operations. For the three months ended March 31, 2022, the Company, incurred a net loss of $3.9 million and had
positive operating cash flows of $0.1 million. We believe that our current cash is insufficient to cover the expenses we expect to incur during the twelve
months after the issuance of the accompanying consolidated financial statements. These factors initially gave rise to substantial doubt about the
Company’s ability to continue as a going concern.

In June 2020, in conjunction with a refinancing transaction in which funds were obtained through a mortgage and sale-leaseback transaction (the
“Refinance”), Pete borrowed $29.2 million from STORE Capital Acquisitions, LLC under a mortgage agreement. The principal accrues interest at
9.00% per annum, with interest payments paid monthly. The promissory note allows a total principal payment of up to $45.4 million. From June 2020
through December 2021, Pete received additional principal loan payments, totaling $4.0 million, resulting in an outstanding balance on the mortgage of
$33.2 million as of December 31, 2021. Throughout the duration of the mortgage, the Company will make interest payments monthly until the maturity
date of the mortgage, which is May 31, 2055.

In June 2021, Pete’s received an extension on the repayment of the Structured Equity Loan that were due to mature in June 2021. The amended
maturity date is July 31, 2022. As of March 31, 2022, approximately $52.9 million was outstanding under the Structured Equity Loans, bearing PIK
interest of 14%.

Summary of Cash Flows

A summary of Pete’s cash flows from operating, investing and financing activities is presented in the following table (in thousands):
 

   
Three Months Ended

March 31,    
Year Ended

December 31,  
       2022           2021           2021           2020     
Net cash provided by (used in) operating activities   $ 144   $ (704)   $ (3,738)   $ (362) 
Net cash used in investing activities    (737)    (1,021)    (3,573)    (6,183) 
Net cash provided by financing activities    154    820    6,978    5,566 
Cash and cash equivalents, beginning of period    1,546    1,878    1,879    2,858 

        

Cash and cash equivalents, end of period   $ 1,107   $ 973   $ 1,546   $ 1,879 
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Net Cash Used In Operating Activities

Net cash provided by operating activities was $144 thousand for the three months ended March 31, 2022, due to a net loss of $3.9 million, which was
offset by an increase in cash due to accrued paid-in-kind interest of $1.8 million, an increase in cash due to change in operating assets and liabilities of $1.2
million, and an increase in cash due to depreciation of property, plant and equipment of $1.0 million.

Net cash used in operating activities was $0.7 million for the three months ended March 31, 2021 due to a net loss of $3.3 million, which was offset
by an increase in cash due to accrued paid-in-kind interest of $1.5 million and an increase in cash due to depreciation of property, plant and equipment of
$1.1 million.

Net cash used in operating activities was $3.7 million for the year ended December 31, 2021, due to a net loss of $9.2 million, a $4.4 million change
in operating assets and liabilities, and $1.6 million of PPP loan forgiveness, partially offset by $6.6 million of PIK interest, $3.1 million depreciation of
property, plant and equipment, and $1.7 million of amortization of intangible assets, and deferred financing and debt related costs.

Net cash used in operating activities was $362 thousand for the year ended December 31, 2020 due to a net loss of $17.0 million partially offset by
$6.1 million of PIK interest, $4.7 million loss on disposal of property and equipment, $3.2 million depreciation of property plant and equipment, $1.9
million amortization of intangible assets and deferred financing and debt related costs, and a $738 thousand net increase of cash from changes in operating
assets and liabilities.

Net Cash Used In Investing Activities

Net cash used in investing activities was $0.7 million for the three months ended March 31, 2022, due to $0.7 million purchases of property, plant
and equipment.

Net cash used in investing activities was $1.0 million for the three months ended March 31, 2021 due to $1.0 million purchases of property, plant
and equipment.

Net cash used in investing activities was $3.6 million for the year ended December 31, 2021, primarily due to $3.6 million purchases of property,
plant and equipment.

Net cash used in investing activities was $6.2 million for the year ended December 31, 2020 due primarily to $14.1 million of purchases of the
Carpinteria land as well as the construction of the Oxnard packaged salad facility, which was partially offset by $7.7 million of proceeds from the disposal
of property plant and equipment and a $252 thousand repayment of a related party note receivable.

Net Cash Provided By Financing Activities

Net cash provided by financing activities was $0.2 million for the three months ended March 31, 2022, primarily related to proceeds from lease
financing.

Net cash provided by financing activities was $0.8 million for the three months ended March 31, 2021, primarily related to proceeds from notes
payable of $0.8 million.

Net cash provided by financing activities was $7.0 million for the year ended December 31, 2021, primarily related to a $6.0 million issuance of
Series A preferred units, and $820 thousand of proceeds received from notes payable.

Net cash provided by financing activities was $5.6 million for the year ended December 31, 2020, primarily related to proceeds of $34.0 million
notes payable partially offset by the repayment of $17.3 million on notes payable and $11.1 million net payment to related parties.
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Off-Balance Sheet Arrangements

Pete’s has not entered into any off-balance sheet arrangements, as defined in the rules and regulations of the SEC.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Pete’s consolidated financial statements are prepared in accordance with GAAP. Pete’s has adopted various accounting policies to prepare the
consolidated financial statements in accordance with GAAP. Pete’s significant accounting policies are disclosed in Note 2 to the Pete’s Annual Financial
Statements included elsewhere in this prospectus.

Preparation of Pete’s consolidated financial statements, in conformity with GAAP, requires Pete’s to make estimates and assumptions that affect the
amounts reported in the consolidated financial statements and accompanying notes. Estimates are considered to be critical if they meet both of the
following criteria: (i) the estimate requires assumptions to be made about matters that are highly uncertain at the time the accounting estimate is made and
(ii) different estimates that Pete’s reasonably could have used for the accounting estimate in the current period, or changes in the accounting estimate that
are reasonably likely to occur from period to period, have a material impact on the presentation of Pete’s financial condition or results of operations.

Besides estimates that meet the “critical” estimate criteria, Pete’s makes many other accounting estimates in preparing its consolidated financial
statements and related disclosures. All estimates, whether or not deemed critical, affect reported amounts of assets, liabilities, revenues or expenses as well
as disclosures of contingent assets and liabilities. Estimates are based on experience and other information available prior to the issuance of the
consolidated financial statements. Materially different results can occur as circumstances change and additional information becomes known, even from
estimates not deemed critical. Pete’s critical accounting estimates include the following:

Fair Value Measurement

Pete’s applies the provisions of fair value measurement accounting standards when determining fair values on a recurring and non-recurring basis.

Accounting guidance defines fair value, establishes a framework for measuring fair value under US GAAP and enhances disclosures about fair value
measurements. Fair value is defined under accounting literature as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants on the measurement date.

Valuation techniques used to measure fair value under accounting literature must maximize the use of observable inputs and minimize the use of
unobservable inputs. The standard describes a fair value hierarchy based on three levels of inputs, of which the first two are considered observable and last
unobservable, that may be used to measure fair value.

The three levels of fair value hierarchy under US GAAP are as follows:

Level 1—This level consists of quoted prices (unadjusted) in active markets that are accessible at the measurement date for assets or liabilities.

Level 2—This level consists of observable prices that are based on inputs not quoted on active markets but corroborated by market data.

Level 3—This level consists of unobservable inputs that are used when little or no market data is available.
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A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is significant to the fair value
measurement. Valuation techniques used need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Recently Issued Accounting Pronouncements

Information regarding new accounting pronouncements is included in Note 2 of Pete’s condensed consolidated financial statements which are
included elsewhere in this prospectus.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS

Inflation Risk

Pete’s does not believe that inflation has had a material effect on the business, results of operations or financial condition. If the costs were to
become subject to significant inflationary pressures, Pete’s may not be able to fully offset such higher costs through price increases. Pete’s inability to do
so could harm the business, results of operations and financial condition.

Credit Risk

Credit risk represents the loss that Pete’s would incur if a counterparty or customer fails to perform pursuant to the terms of its contractual
obligations. Risks surrounding counterparty and customer performance and credit could ultimately affect the amount and timing of expected cash flows.
Pete’s generally performs ongoing credit evaluations of its customers.
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 BUSINESS

Our Mission and Vision

Our mission is to bring our farm to your kitchen. Our vision is to deliver the freshest, locally grown produce over the fewest food miles. We believe
that happy plants make happy taste buds and we are committed to reimagining the standards of freshness. We also believe that local is the best kind of
business, and we are committed to helping communities thrive for generations to come. We are committed to building empowered local teams. Together,
we believe we are capable of extraordinary things.

Company Overview

Local Bounti was founded in August 2018 and is headquartered in Hamilton, Montana. Local Bounti is a controlled environment agriculture
(“CEA”) company that produces sustainably grown living lettuce, herbs, and loose leaf lettuce. Local Bounti utilizes patent pending Stack & Flow
Technology™, which is a hybrid of vertical farming and hydroponic greenhouse farming, to grow healthy food sustainably and affordably. Through our
CEA process, it is our goal to produce our products in an environmentally sustainable manner that will increase harvest efficiency, limit water usage and
reduce the carbon footprint of the production and distribution process. The environmental greenhouse conditions help to ensure nutritional value and taste,
and that the products are non-genetically modified organisms (“non-GMO”) and use significantly less pesticides and herbicides than traditional farming
operations. Our products use 90% less water and 90% less land than conventional agriculture to produce its products. Our first CEA facility in Hamilton,
Montana (the “Montana Facility”) commenced construction in 2019 and reached full commercial operation by the second half of 2020. In 2021, we
successfully added seven additional greenhouses bringing our total producing greenhouses to twelve at the Montana Facility. With the additional capacity
in place, the farm is producing commercial produce in approximately half of the facility, with the balance focused on research and development, to include
new products, technology, and systems designs.

Importantly, the Company continues to exceed its expectations for crop cycle improvement for its commercial butter lettuce, which as of
December 31, 2021 was 17 turns annually compared to nine turns achieved in 2020, representing an 88% improvement year-over-year. Notably, this
performance already exceeds the Company’s long-term assumptions that were previously reported and performance within its trials are generating further
gains.

Local Bounti’s founders are Travis M. Joyner and Craig M. Hurlbert, business partners with a track record of building and managing capital-
intensive, commodity-based businesses in energy, water, and industrial technology. After initially setting out to invest in a CEA business, Travis and Craig
could not find a suitable existing business or technology in which to invest. Instead, they took a clean sheet approach and began to build a business with
long-term CEA leadership in mind and a focus on unit economics and sustainability. With this background, we created our high yield and low-cost Stack &
Flow Technology™.

Recent Developments

On April 4, 2022, we acquired Pete’s. Pete’s is a California-based indoor farming company with three greenhouse growing facilities, including two
operating facilities in California and one under construction in Georgia which is scheduled to begin operations in the second quarter of 2022. Pete’s has
distribution to approximately 10,000 retail locations across 35 U.S. states and Canadian provinces, primarily through direct relationships with blue-chip
retail customers, including Albertsons, Kroger, Target, Walmart, as well as Whole Foods and AmazonFresh. Pete’s primary products include living butter
lettuce – where it is a leading provider with an approximate 80 percent share of the CEA market within the Western U.S. – as well as packaged salad and
cress. Pete’s has been in operation for over 50 years while focusing the last 25 years in leafy greens, has long-standing relationships with the majority of its
customers, and has a demonstrated track record of generating positive EBITDA.
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Local Bounti plans to install its patent pending Stack & Flow Technology™ at Pete’s facilities, combining the best aspects of vertical farming and
greenhouse growing technologies to deliver higher yields of diverse leafy greens at superior unit economics. The Pete’s Acquisition also allows Local
Bounti to gain access to Pete’s existing retail customer base of more than 10,000 retail locations nationwide.

Business Summary

We are differentiated by our focus on unit economics, modular and locally distributed strategy, brand and product diversity and strong focus on
sustainability.

Our focus on unit economics defines our execution strategy, which underpins our value proposition and enhances value for all stakeholders as
depicted in the diagram below.
 

Our hybrid facility design is at the core of our focus on unit economics and serves as a platform intended to grow margins through investment in
technology and in the future, plant genetics. In our facility configuration, we grow plants during their early development period “stacked” in a space and
energy efficient vertical nursery. This configuration reduces facility square footage and increases returns on invested capital. This vertical nursery produces
a stock of young plants to fill growing space in our controlled environment hydroponic greenhouses, where young plants accelerate growth when exposed
to a specified set of conditions involving natural light, temperature, humidity, carbon dioxide, nutrients, pH balance and other key elements. With this
approach, we believe that by 2025 our facilities will yield 1.5 to 2.0 times more produce than traditional hydroponic greenhouse farms and, we believe can
be built for a cost of approximately 3.0 times run rate EBITDA generation, a build multiple up to two times lower than targets published by CEA
competitors for loose leaf lettuce. Additionally, our greenhouse configuration is organized in a highly modular layout with our proprietary control center
technology suite we are developing to centralize operational control. Our control center technology suite provides for remote monitoring of our operations
to efficiently collect and analyze information to drive yields, reduce risk, and grow product more consistently.

We use flexible, modular facility designs to enable rapid expansion near major population centers. The Company is assessing its pipeline of future
farm locations to maximize Pete’s national distribution footprint following the closing of the Pete’s Acquisition in April 2022. Key considerations include
meeting known demand from key existing customers within the network, as well as optimizing freight routes to ensure that transportation is optimized to
limit cost while enhancing customer service with consistent delivery schedules. Our approach is to build or acquire geographically distributed production
facilities so we can provide our customers with locally and sustainably grown produce delivered at peak freshness on a year-round basis. We plan to use
substantial pre-engineered, pre-fabricated and standardized components when building our modular
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facilities in order to reduce execution risk for facilities where we build from the ground up. For pre-existing facilities like those acquired with the Pete’s
Acquisition, we will update facilities using our Stack & Flow Technology™. We are working to develop key partnerships with agricultural and equipment
vendors to ensure efficient construction. As a result, we believe we can build, scale and commission a facility within 15 months of acquiring the underlying
land, which we believe is significantly faster than our competitors. This strategy enables us to reduce the distance of our farms to our customers by more
than 50% of the distance that is standard in the industry, mitigate supply chain risk, simplify transportation logistics and reduce food spoilage and waste.

Our Local Bounti branded loose leaf lettuce, living lettuce and living herbs are currently sold at more than 500 retail locations in nine states
(Montana, Oregon, Washington, Utah, Idaho, Colorado, Wyoming, Nevada, Arizona), including Albertsons, Associated Food Stores and URM under
banners such as Rosauers, Super 1 Foods and Yoke’s Fresh Market. In the future, we plan to co-locate with nationally recognized distributors in order to
leverage their existing distribution networks and thereby decreasing further the carbon footprint by not adding additional distribution networks, and we are
currently evaluating implementation of this strategy through Pete’s existing distribution network. In 2021, we offered eight stock keeping units (“SKUs”)
and intend to expand to between 15 and 25 SKUs by the end of 2022 to meet customer demand.

Pete’s has distribution to approximately 10,000 retail locations across 35 U.S. states and Canadian provinces, primarily through direct relationships
with blue-chip retail customers, including Albertsons, Kroger, Target, Walmart, as well as Whole Foods and AmazonFresh. In 2021, Pete’s offered 17
retail SKUs across living and loose leaf lettuce, under both organic and conventional growing methods. As part of our integration with Pete’s, we are
assessing which of these SKUs are duplicative with Local Bounti’s offering, and whether we will discontinue the sale of any. As a combined company,
Local Bounti will immediately have 20-25 retail SKUs, and will continue to target new SKUs blends that incorporate spinach, kale, and arugula.

The additional target SKUs will include blends that incorporate spinach, kale, and arugula all continuing to grow in popularity in American
households. We believe the power of our brand, including Pete’s, and the quality of our products allow customers and consumers to associate Local Bounti
produce with freshness and sustainability, and choose our products to enhance their diets while safeguarding the environment. Paired with our
geographically distributed production, we believe that our branding and SKU diversity will allow us to capture greater market share with customers and
consumers who seek a diversity of leafy green produce and are oriented to locally-produced, sustainable food.
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Retail Store Count Timeline
 

Sustainability is at the core of our business focus, and our business directly addresses 12 of the 17 United Nations (“U.N.”) Sustainable
Development Goals. Our farming practices use 90% less land and water than traditional farming, and our usage of pesticides and herbicides is
significantly lower as compared to field grown lettuce. Compared to field-grown loose leaf lettuce, our lettuce and herbs contain 10 to 1,000 times less
bacteria than conventional farming, leading to a three to five times longer shelf life, which greatly reduces waste for both customers and consumers. Our
local production facilities enable lower greenhouse gas emissions associated with transportation and provide greater access to fresh produce. We believe
that our production methods also yield significantly greater worker welfare compared to traditional farming methods due to the type of farming inherent
with the use of CEA technology (i.e., indoors). This is also central to our commitment to grow our people, which is as critical to us as growing our
produce.

Market Overview

According to the U.N., by 2050, the global population is projected to be 9.8 billion with about 68% of the population living in an urban area, which
presents challenges around energy, transportation, housing and food availability. In addition, consumer demands are challenging agriculture businesses to
produce food in ways that are more safe, transparent, personalized and sustainable.

Expanding Global Agriculture Crisis. The world is facing a rapidly expanding global agriculture crisis. According to a report released by the U.N.
and its partners in 2020, we will need significantly more capacity to produce approximately 70% more food to feed the world’s population by 2050, but
there will not be enough arable land and water for traditional agriculture to meet these needs. According to studies from The University of Sheffield, the
world has lost more than 30% of its arable land in just the last 40 years, and approximately 60% of total global cropland has been depleted from irrigation
usage. Significant enhancements in food production are also needed in the near term as the U.N. Food and Agriculture Organization estimates that a
quarter of the world’s population is “food insecure,” which means it lacks consistent access to enough food for an active, healthy life. According to the
international relief agency Mercy Corps, approximately nine million people die annually from hunger while approximately 10% to 30% of agricultural
produce spoils before it is sold to consumers.
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Increasing focus on healthy eating. Over the past few decades, there has been a growing consumer focus on healthy eating. Individuals are
increasingly conscious of their diets and are opting for more fresh vegetables and produce. According to the International Food Information Council’s 2019
Food and Health Survey of American Consumers, 75% of respondents claimed they were eating healthier than a decade ago, including limiting sugar
intake, eating less carbohydrates and processed foods, eating more fruits and vegetables, and paying more attention to what they are putting into their
bodies. As the trend toward fresh food continues, the market for vegetables and herbs in the United States is expected to reach $30 billion by 2025 and
grow 15% annually, according to a report published by S2G Ventures.

Projected US Market Size by Environment, Vegetables & Fresh Cut Herbs ($B)*
 

Source: S2G report.

Demand for fresh and local produce. We believe consumers are increasingly drawn to local and sustainably grown food due to the freshness of the
product, the taste, and a sense of supporting the local economy and environment. However, weather and geography limit the ability for traditional
agriculture methods to provide most geographies with sufficient locally grown food year-round, or at all. For example, from November through March,
approximately 90% of all leafy vegetables grown in the United States are sourced from Yuma County in southwest Arizona, according to the Yuma
County Chamber of Commerce, which is thousands of miles from where much of this food is ultimately consumed.

CEA Overview

CEA is a technology-oriented approach towards plant-based food production and employs enclosed structures to grow plants in a protected
environment where optimal growing conditions are maintained. Drivers for growth of CEA include scarcity of resources, such as arable land, water and
suitable climate, as well as changing climatic conditions putting increased stress on conventional farming practices. CEA involves increased control over
variables which optimizes the plant growing conditions, resulting in higher plant quality and larger production volume while ensuring resource efficiency.
These variables include temperature, humidity, carbon dioxide, light, nutrient concentration, and nutrient pH. With a stable control of the plant
environment, CEA can provide secure, high quality produce, year-round production of previously seasonal produce and higher production volume
compared to conventional farming on the same size land. Moreover, CEA allows for a more
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efficient use of land and fresh water (up to 90% less water and land than soil-based agriculture), reduced need to use fertilizer or pesticides, reduced
carbon emissions as CEA allows operations to be located closer to end-users, reduced food waste, and avoidance of chemical runoff from broad
applications of fertilizer and pesticides/ herbicides associated with field-based agriculture.

CEA growers employ various permutations of growing environments and growing methods to meet customer, operational and other metrics that are
important determinants of the CEA operation.

Types of growing environments:

Greenhouse: A glass or polycarbonate structure that uses sunlight in crop production. Variables such as temperature, humidity and sunlight need to
be considered carefully when growing produce in greenhouses, particularly during the summer months.

Indoor Farming / Vertical Farming: A crop production that utilizes supplemental lighting such as LED lights and gives the ability to control the
environment. This type of controlled environment agriculture often uses a vertical space where plants can be stacked horizontally or in tall towers and may
include rooms, warehouses, containers, factories and other converted indoor spaces not usually created for growing crops.

Protected Cropping: A crop production that is grown outdoors with some protection against exogenous elements. The protection may offer value
against rain, hail and frost.

Types of growing methods:

Aeroponics: Plants suspended in a closed or semi-closed environment; the exposed roots and lower stem are sprayed with a nutrient-rich water
solution.

Aquaponics: Cultivation of plants in a recirculating water medium with aquatic animal wastewater from an adjacent tank of fish, crayfish, prawns
or snails. The waste is broken down by bacteria into usable nutrients for the plants.

Hydroponic: Growing plants in a soil-less water or media matrix by bathing roots in a nutrient-rich solution, which can be paired with aquaponics.

The rise of commercially-viable CEA. CEA can offer the food industry resiliency and dependability beyond what traditional agriculture can offer.
CEA can produce a broad array of product consistently, year- round, and despite weather or other adverse growing conditions. CEA can also be
implemented locally, which reduces the supply-chain risk associated with distanced or international suppliers. Recent events, including the COVID-19
pandemic, have forced grocers, restaurants and other food providers to reconsider their supply chain risk and seek reliable and less variable suppliers. We
believe that CEA represents an attractive alternative for industry players seeking greater reliability and will lead to further adoption.

On a more global basis, CEA addresses 12 of the 17 total U.N. Sustainable Development Goals, including:
 

U.N. Sustainable
Development Goal   Benefit

2) Zero Hunger
  

The flexibility of Local Bounti’s locations enables access to fresh, local food from
many parts of the world

6) Clean Water and Sanitation
  

Drastic reduction in water usage in Local Bounti facilities conserves resources and does
not produce polluted runoff like traditional, field-based agriculture

7) Affordable and Clean Energy

  

Local Bounti facilities can be designed to be energy-efficient and sited with near
renewable energy supply in the community and/or on-site, as well as take advantage of
natural sunlight
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U.N. Sustainable
Development Goal   Benefit

8) Decent Work and Economic Growth
  

Local Bounti provides full time, full year, indoor jobs versus transient, outdoor and
seasonal labor in traditional agriculture

9) Industry, Innovation and Infrastructure
  

Local Bounti spurs investment in sustainable and innovative infrastructure and
technology, and provides jobs for local communities

11) Sustainable Cities and Communities
  

Local Bounti locates facilities in and near urban environments, increasing jobs, taxes
and investment in cities

12) Responsible Consumption and Production

  

Due to reduction in transportation distance and controlled growing conditions, Local
Bounti increases product shelf life and reduce food waste throughout the agricultural
supply chain, as well as uses less land and fertilizer to grow more

13) Climate Action
  

Distributed, regional production potential of Local Bounti drastically reduces emissions
from food supply chain transportation

14) Life Below Water
  

Local Bounti eliminates agricultural runoff and uses recycled plastics to reduce the
pollution of aquatic habitats

15) Life on Land
  

Local Bounti utilizes 90% less land and has zero high nutrient runoff and thus reduces
the impact on wildlife and the environment

16) Peace Justice and Strong Institutions
  

Local Bounti’s company policies and values include anti- discrimination, human rights,
and anti-bribery commitments

17) Partnerships for the Goals
  

Local Bounti participates in the UN Global Compact and is a member of the GRI
community and United Fresh Produce Association/Produce Marketing Association

Large and growing market opportunity for CEA.

Our initial geographic focus has been on the Western region of the United States, which we believe represents a total addressable market (“TAM”)
of approximately $10.6 billion out of the estimated $30 billion U.S. vegetable and herb TAM in 2025, according to a report published by S2G ventures.
We believe the Mountain and West regions of the United States represent attractive target markets given their historical struggles with food scarcity and
the greenfield opportunity for us to be the first large-scale CEA operator in many parts of this region. The Pete’s Acquisition helps to advance our focus in
these regions, with two existing operational facilities in California. Pete’s also has an operating facility under construction in Georgia which is scheduled
to begin operations in the second quarter of 2022. Following the closing of the Pete’s Acquisition, the Company’s will be in a position to capture a greater
portion of the U.S. TAM. Our location selection analysis suggests that we will be able to build distributed, regional facilities that each serve multiple
regional population centers, giving leverage to local production on a regional basis, including as we expand outside of the Western region of the United
States. Additionally, we target initial addressable market facility expansion in states with favorable conditions for growth in light industrial production,
including favorable state and local processes for facility siting, permitting, construction and operation. Additionally, we may target existing greenhouse or
CEA operations for acquisitions if they are strategically located and meet our other business criteria, including, for example, the acquisition of Pete’s in
April 2022.
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Estimated 2025 TAM with Current and In Progress Local Bounti Facility Locations
 

Source: Local Bounti analysis of publicly available information and research reports.
 

 
88



Table of Contents

Our Solution

We believe Local Bounti is positioned as a disruptor to loose leaf lettuce and herbs production by changing the way food is grown with our Farm of
the Future™, which focuses on driving profitable unit economics and is based on our patent pending Stack & Flow Technology™.
 

Our approach combines the features that we found most attractive from vertical farming and traditional hydroponic greenhouse growing to grow
plants during their early development in our “stack” phase. This reduces facility square footage, drives capital expenditure and operating expenditure
efficiency, increases the annual turns of the farm, and ultimately leads to increased returns on invested capital. This vertical nursery produces a stock of
young plants to fill growing space in our controlled environment hydroponic greenhouses, where young plant growth is accelerated when exposed to a
specified set of conditions, including natural light, temperature, humidity, carbon dioxide, nutrients, pH balance and other key variables.

Environment Control Variables
 

We believe that we are well-positioned to redefine environmental, social and governance (“ESG”) standards for indoor agriculture while delivering
the freshest and highest quality produce to local communities with minimal carbon footprint. The key components to Local Bounti’s strategy are set forth
below.

Unit economics focus with technology-driven approach. Local Bounti utilizes proprietary Stack & Flow Technology™, which combines the best
of vertical and greenhouse growing technologies, enabling superior unit economics and efficiencies across the production cycle. Plants spend early
development in a stacked nursery design, reducing facility square footage. When the plants reach targeted maturity, they are transported to hydroponic
greenhouses, which are arranged on horizontal planes with natural sunlight and other controlled environmental variables, resulting in optimal growth
conditions specified for each type of plant as well as space
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and energy efficiency. With less land requirement and fewer days in the greenhouse, our technology enables lower capital expenditure, lower operating
expenses, higher labor efficiency and higher yield, and retrofit potential that others lack compared to results published by greenhouse farms and other CEA
operations.

Modular and distributed production. Local Bounti uses a modular building system, which reduces time and cost of construction. Facilities are
designed for automation and efficiency without being capital intensive. Pre-engineered, off-the-shelf construction and in-house developed technologies are
used, which help to lower risks of execution for building and commissioning new production facilities (or updating existing facilities). For pre-existing
facilities like those acquired with the Pete’s Acquisition, we will update facilities using our Stack & Flow Technology™. Our approach is to build
geographically distributed production so we can provide our customers with locally-grown, lower pesticide and herbicide produce delivered at peak
freshness on a year-round basis. Our current facility Hamilton, Montana was built in 2019 and reached full commercial operation by the second half of
2020. The Montana Facility underwent an expansion which was completed in the third quarter of 2021, and was fully commissioned in the fourth quarter
of 2021. The Company is assessing its pipeline of future farm locations to maximize Pete’s national distribution footprint following the closing of the
Pete’s Acquisition in April 2022. Key considerations include meeting known demand from key existing customers within the network, as well as
optimizing freight routes to ensure that transportation is optimized to limit cost while enhancing customer service with consistent delivery schedules. Our
approach is to build or acquire geographically distributed production facilities so we can provide our customers with locally and sustainably grown
produce delivered at peak freshness on a year-round basis. Additionally, we are developing a proprietary control center technology suite to enable remote
monitoring of our operations to efficiently collect and analyze information to drive yields and grow better products.

Branded product with SKU diversity. Local Bounti sells branded product to food retail customers, including major grocery store operators, such
as Albertsons, Associated Food Stores and URM under banners such as Albertsons, Kroger, Walmart, Whole Foods, Amazon Fresh, Rosauers, Super 1
Foods and Yoke’s Fresh Market. We believe that customers and consumers will associate our brand with high quality, locally-grown produce with better
taste, freshness and significantly longer shelf life. Our modular, distributed model and Stack & Flow Technology™ allows for high SKU diversity. In
2021, Local Bounti offered eight SKUs and intend to expand to between 15 and 25 SKUs by the end of 2022 to meet customer demand. The additional
target SKUs will include blends that incorporate spinach, kale, and arugula—all continuing to grow in popularity in American households. We believe that
SKU diversity in loose leaf lettuce will allow us to capture more in-store real estate and will result in consumer loyalty across multiple regional markets.
Pete’s has distribution to approximately 10,000 retail locations across 35 U.S. states and Canadian provinces, primarily through direct relationships with
blue-chip retail customers, including Albertsons, Kroger, Target, Walmart, as well as Whole Foods and AmazonFresh. In 2021, Pete’s offered 17 retail
SKUs across living and loose leaf lettuce, under both organic and conventional growing methods. As part of our integration with Pete’s, we are assessing
which of these SKUs are duplicative with Local Bounti’s offering, and whether we will discontinue the sale of any. As a combined company, Local Bounti
will immediately have 20 to 25 retail SKUs, and will continue to target new SKUs blends that incorporate spinach, kale, and arugula.
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Local Bounti Product Offering
 

Montana Facility. Our Montana Facility was built in 2019 and reached commercial operations in the second half of 2020. The Montana Facility
incorporates our patent pending Stack & Flow Technology™, including five operational greenhouses, a cold storage room for finished goods and a
packaging room with processing equipment to transform freshly harvested produce into packaged goods that are ready for retail shelves. By leveraging our
flexible modular approach, we completed an increase to the capacity of the Montana Facility by approximately 140% to 12 hydroponic ponds in the third
quarter of 2021, which is now operational, and was fully commissioned in the fourth quarter of 2021. In October 2021, the Company acquired 20 acres of
land adjacent to the Montana Facility for a potential research and development facility.

Pete’s Facilities. We acquired Pete’s in April 2022. Pete’s has two operating facilities in California and the Georgia Facility is expected to be
completed in the second quarter of 2022.

Carpinteria Facility. Our Carpinteria Facility was originally built in 1976, with many additions happening over 30 years, the latest in the mid-
2000s. The Carpinteria Facility incorporates NFT growing channels across 66 greenhouses totaling 15.2 acres (which does not include an additional 1.5
acres of propagation greenhouses in Carpinteria), multiple harvesting and packaging rooms, including proprietary packaging technology that transforms
freshly harvested produce into packaged goods ready for retail sale.

Oxnard Facility. Our Oxnard Facility was built in 2011 and 2012. The facility sits on 41.5 acres, including 12.8 acres under glass. The Oxnard
Facility uses multiple growing methods, including 77 greenhouses with ponds and 10 greenhouses using growing channels. The facility grows using both
conventional and organic growing methods and has a centralized harvesting and packaging room that transforms freshly harvested produce into packaged
goods ready for retail sale.

Georgia Facility. Our Georgia Facility is currently under construction and is expected to be completed and operational in the second quarter of
2022. The facility sits on 30.4 acres of land and will initially include 3 acres under glass with 14 lines of channel growing systems. The Georgia Facility
will be retrofit to incorporate our patent pending Stack & Flow Technology™, and includes a cold storage room for finished goods and a packaging room
with processing equipment to transform freshly harvested produce into packaged goods that are ready for retail shelves. The Georgia site is laid out for
potential future expansion up to 4x the size of the first phase that is currently under construction.
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Development Pipeline. The Company is assessing its pipeline of future farm locations to maximize Pete’s national distribution footprint following
the closing of the Pete’s Acquisition. Key considerations include meeting known demand from key existing customers within the network, as well as
optimizing freight routes to ensure that transportation is optimized to limit cost while enhancing customer service with consistent delivery schedules.
Given these considerations and the transformational nature of the Pete’s acquisition, the Company paused its construction of the Pasco facility to ensure
that its design is fully optimized to drive best-in-class unit economics and that synergies with Pete’s existing growing systems are considered prior to
continuing construction. The Company remains committed to the build-out of the Pasco facility and has completed site preparations, as well as obtained
the necessary local and state permits to resume construction of the facility once the Company completes its planning.

Grown with Fewer Pesticides and Herbicides. Local Bounti produce is grown with significantly less pesticides and herbicides than traditional
field-grown produce, is non-GMO and is certified by the United States Department of Agriculture (“USDA”) as compliant with Harmonized Good
Agricultural Practices (GAP Plus+). Local Bounti’s current SKUs are certified Pesticide Residue Free. SKUs sold under the Pete’s name continue our
commitment to using fewer pesticides and herbicides. Pete’s SKUs are generally grown with either an Organic (no non-Organic Materials Review Institute
(“OMRI”) approved fertilizer and no pesticide, herbicide or fungicides; certified as USDA Organic by a third party) or Pesticide Free (no pesticides used)
pesticide profile, but are not currently certified Pesticide Residue Free. Local Bounti intends to support Pete’s facilities to become pesticide residue free
and will review whether elimination of the use of non-organic pesticides would be feasible in the future.

Cargill Relationship.

In September 2021, Local Bounti Operating Company entered into the Original Facilities, which were amended pursuant to the Amendment which
became effective in April 2022.

The Amendment provides that (a) the Pete’s Acquisition was funded pursuant to the Amended Facilities, (b) the aggregate commitment amount of
the Original Facilities was reduced to $170.0 million, which is anticipated to be the amount necessary to fund the Pete’s Acquisition, the Property
Acquisition, the updating of the facilities acquired in the Pete’s Acquisition with the Company’s Stack & Flow Technology™, and certain expansion at
one of Pete’s facility, (c) the minimum liquidity covenant was reduced from $30 million to $20 million (inclusive of existing restricted cash on the
Consolidated Balance Sheets) and (d) the interest rate of each of the Senior Facility and the Subordinated Facility increased by 2%, among other matters.
As part of the Amendment, the Company (i) paid a $2.0 million amendment fee and (ii) issued the Cargill Financial Equity. Additionally, Cargill,
Incorporated participated in the PIPE Financing (as defined in Note 3, Business Combination and Recapitalization, to our Consolidated Financial
Statements).

Our Competitive Strengths

We believe the following competitive strengths will enable us to capitalize on the expanding opportunity for CEA and locally grown produce.

Ability to drive production yield and lower costs. We designed and purpose-built our Farm of the Future™, which focuses on driving profitable
unit economics and is based on our patent pending Stack & Flow Technology™. We are developing a centralized monitoring system which collects,
organizes and analyzes data from distributed facilities. Our sophisticated data analytics enable us to continually improve the operations of our facilities and
to centrally control key variables such as temperature, humidity, carbon dioxide, light, nutrients and pH balances. We have also implemented additional
innovations that shorten growing cycles, improve production yield and lower costs, such as optimizing plant density to increase greenhouse production
capacity. Our Montana Facility currently supports a greenhouse crop cycle of 14 to 24 days depending on the SKU. We have further identified a clear
roadmap for margin expansion and product diversification with significant visibility into
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reduced labor cost opportunities and improved profitability. We expect our facility capital cost to EBITDA ratio to be 3.0 times by the end of 2025.

Importantly, the Company continues to exceed its expectations for crop cycle improvement for its commercial butter lettuce, which as of
December 31, 2021 was 17 turns annually compared to nine turns achieved in 2020, representing an 88% improvement. Notably, this performance already
exceeds the Company’s long-term assumptions that were previously reported and performance within its trials are generating further gains.

Branded products that are strategic for retailers and trusted by consumers. We expect Local Bounti branded products to generate strong
customer loyalty by offering affordable, high-quality produce that is locally grown and sustainably sourced. We believe that consumers choose our
products because the Local Bounti brand is a promise that the food they eat is sustainably and locally grown, non-GMO, healthy and at the peak of
freshness because it is at the retailer’s distribution centers within 24 to 48 hours from harvest. Our produce has a three-to-five week shelf life compared to
three-to-five days for traditionally grown produce, which leads to substantially less waste and, in turn, cost savings for grocers as well as consumers. In
addition to cost savings from reduced spoilage, we are an increasingly important supplier for our retail grocer customers given our diverse and quality
product offerings and reliability. Our CEA methods enable year-round crop production and consistent supply regardless of the local climate or weather
conditions.

Highly scalable turnkey platform. Local Bounti’s patent pending Farm of the Future™ facilities are designed to use pre-engineered, pre-fabricated
and standardized components to enable efficient expansion with low execution risk or added costs. Our facilities have been purposely designed for rapid
expansion, allowing us to potentially build and commission a facility within 15 months of land acquisition, as compared to 21 to 24 months reported by
our most direct competitor. For pre-existing facilities like those acquired with the Pete’s Acquisition, we will update facilities using our Stack & Flow
Technology™, which will benefit from the same baseline platform.

Experienced management team. We have an experienced and passionate management team with deep industry knowledge and a diverse set of
core competencies. Our diverse leadership team has operational and brand building experience at Pete’s, Plenty, Bushel Boy Farms, Earthbound Farms,
Jacks Links, Chobani, and other established brands. Our Co-CEO, Craig M. Hurlbert, has a track record of building successful businesses through his
former roles, including as CEO and Chairman of TAS Energy. Our other Co-CEO, Travis M. Joyner, has a long career in venture capital and management
consulting. Our President, Brian Cook, has extensive CEA experience as the chief executive officer of Pete’s, along with other senior management
positions. Our COO, Mark McKinney, has extensive experience in the food industry through his previous roles as CEO of Al Ghurair Foods and his roles
with Dole Foods, which included President of Dole Packaged Foods Asia, President and Managing Director of Dole Thailand, and earlier in his career,
senior global supply chain management positions with Dole for its Europe, North America and Asia operations. Our CIO, B. David Vosburg Jr., has
extensive experience in agricultural technology through his previous roles as CFO of Crop One and CFO of Sensei Ag. Our CFO, Kathleen Valiasek, has
extensive experience as a public company CFO, most recently at Amyris.

Growth Strategies

We intend to leverage our competitive strengths to continue to optimize our production and distribution to meet the rising demand for our products
through the growth strategies set forth below.

Continue to improve unit economics through technology focus and design improvements. CEA is an emerging industry that is continually
benefiting from technological advancement and development. We intend to continue to optimize our facilities through design and materials improvements
and by leveraging computer vision, artificial intelligence and robotics to optimize energy and labor usage. Through these enhancements, we believe we can
shorten grow cycles to a maximum of seven to 21 days. We also believe we can continue to drive
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profitability with identified opportunities to reduce packaging costs and with an increasingly efficient cost structure as we gain economies of scale.

Importantly, the Company continues to exceed its expectations for crop cycle improvement for its commercial butter lettuce, which as of
December 31, 2021 was 17 turns annually compared to nine turns achieved in 2020, representing an 88% improvement. This performance already exceeds
the Company’s long- term assumptions that were previously reported and performance within its trials are generating further gains.

Scale our platform by adding additional capacity and new facilities near our customers. We use flexible, modular facility designs to enable
rapid expansion near major population centers. The Company is assessing its pipeline of future farm locations to maximize Pete’s national distribution
footprint following the closing of the Pete’s Acquisition. Key considerations include meeting known product demand from key existing customers within
the network, as well as optimizing freight routes to ensure that transportation is optimized to limit cost while enhancing customer service with consistent
delivery schedules. Our approach is to build or acquire geographically distributed production facilities so we can provide our customers with locally-
grown, lower pesticide and herbicide produce delivered at peak freshness on a year-round basis. We plan to use substantial pre-engineered, pre-fabricated
and standardized components when building our modular facilities in order to reduce execution risk for facilities where we build from the ground up. For
pre-existing facilities like those acquired with the Pete’s Acquisition, we will update facilities using our Stack & Flow Technology™. We are working to
develop key partnerships with agricultural and equipment vendors to ensure efficient construction. As a result, we believe we can build, scale and
commission a facility within 15 months of acquiring the underlying land, which we believe is significantly faster than our competitors. This strategy
enables us to reduce the distance of our farms to our customers by more than 50% of the distance that is standard in the industry, mitigate supply chain
risk, simplify transportation logistics and reduce food spoilage and waste.

Continue to develop our brand to further our differentiation and customer and consumer loyalty. We believe we are innovating within the
living and loose leaf lettuce and herbs produce category, and we intend to further establish our Local Bounti branded line of products as synonymous with
fresh, delicious, locally and sustainably grown food. We will develop and foster these brand associations to accelerate customer adoption, increase brand
loyalty and gain greater share of customer grocery spend. As an early CEA mover in our markets, we believe we are capturing customer mind share for
locally-sourced produce through our quality products, lively packaging and marketing initiatives. We actively market our brand in partnership with our
retailers through retail activation strategies, including in-store displays, circular advertisements, point-of-purchase signage and promotions. We intend to
continue to support the customer experience via media strategies – both traditional and digital media – supported by our local-minded approach we will
geo-target consumers serving up messaging and awareness at every touchpoint. This will further strengthen brand awareness and loyalty. We believe that
our attractive and recyclable packaging will also contribute to the success of our products and we intend to invest in developing even more appealing and
sustainable packaging over time. We believe that strategic branding and marketing efforts will be critical to growing our market presence, expanding
within our customers as we grow our product line, and building consumer loyalty.

Expand our product line. Utilizing our advanced design and technology features, including strategic partitioning and environment control
technology, we intend to leverage our proven ability to efficiently accommodate greater product diversity at our facilities. We believe our differentiated
hybrid technology will yield greater product diversity over a reduced footprint. In 2021, Local Bounti offered eight SKUs and intend to expand to between
15 and 25 SKUs by the end of 2022 to meet customer demand. The additional target SKUs will include blends that incorporate spinach, kale, and arugula
—all continuing to grow in popularity in American households. We believe our differentiated branded offering will enable us to capture greater shelf space
and in-store real estate at our retailers as we expand our product line, which will in turn expand our consumer visibility.

In 2021, Pete’s offered 17 retail SKUs across living and loose leaf lettuce, under both organic and conventional growing methods. As part of our
integration with Pete’s, we are assessing which of these SKUs are
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duplicative with Local Bounti’s offering, and whether we will discontinue the sale of any. As a combined company, Local Bounti will immediately have
20-25 retail SKUs, and will continue to target new SKUs blends that incorporate spinach, kale, and arugula.

Continue to develop and diversify our sales channels and geographies. We intend to expand our sales channels where we can enhance our brand
and maximize the efficiency of our distribution. We focus on the retail channel and complement our distribution with foodservice. In the future, we plan to
co-locate with nationally recognized distributors in order to leverage their existing distribution networks and thereby decreasing further the carbon
footprint by not adding additional distribution, and we are currently evaluating implementation of this strategy through Pete’s existing distribution network.
We believe that our leading technology and brand will enable licensing and franchising opportunities to other indoor agriculture operators, with minimal
capital investment from us. Lastly, global regions with geographic constraints to traditional agriculture, such as the Middle East and parts of Asia have
expressed interest in expanding CEA capabilities and represent potential significant opportunities for us to monetize our technology and expertise through
international expansion, should we decide to expand into those markets.

Expected High Market Share Capture with Strategic Facility Expansion Plan,
Strong Branding and Broad Product Offering

 

Continue to invest in research and development and develop genetics and advanced technology. We believe further investment in research and
development, advanced technology and in the future, genetics, is critical to our plan to expand margins and increase SKU diversity over the subsequent
years. Investment in plant science will enable greater yield optimization, creating plants that are bred for optimal growth in facility environments. We note
that plant science and breeding for optimal growth does not mean our plants are genetically modified but are purposefully grown under specific conditions
using innovative farming techniques. Additionally, we are developing our own, proprietary control center technology suite that enables remote, centralized
control for data-driven environmental control and research and development. Currently this control center technology allows us to manage our Montana
Facility efficiently with high data generation and capture. Over time, we plan to build substantial efficiency and research and development through this
control center technology, including centralized control to optimize grower resources, data modeling and tracking, and development of crop growth
algorithms that can be rapidly tested and rolled out across our fleet of facilities.

Importantly, the Company continues to exceed its expectations for crop cycle improvement for its commercial butter lettuce, which as of
December 31, 2021 was 17 turns annually compared to nine turns
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achieved in 2020, representing an 88% improvement. Notably, this performance already exceeds the Company’s long-term assumptions that were
previously reported and performance within its trials are generating further gains.

Leverage our industry leading focus on sustainability. We believe that the CEA space is inherently sustainable. Many of our competitors do
not have the commitment to an aggressively transparent process, disclosing the good and bad. Local Bounti is committed to improving our business using
the benefits of a consistent, business wide focus on our stakeholders (employees, consumers, customers, communities and investors) and their growing
interest in how our actions and products impact them. Our sustainability efforts are already generating tremendous business value with employee
engagement, community commitment and reduction of valuable process inputs. See “Local Bounti Sustainability Plan” below for further information on
our Sustainability Program.

Product shelf-life tests have demonstrated our product lasts three to five times longer than competing offerings. We believe our unique
technology and process provides customers with longer lasting freshness, higher nutritional content, and less bacteria, mold and yeast due to our controlled
indoor environment. We have performed product shelf-life tests which demonstrated that our loose leaf lettuce lasts three to five times longer in the
consumer’s refrigerator (assuming purchased on the day of delivery to the purchase point) than one of our organic loose leaf lettuce competitors. Research
reports attribute much of this shelf-life extension to the reduced bacteria, mildew and mold achieved using CEA production, as compared to traditionally
grown products (even post-harvest washed).

Local Bounti Sustainability Plan

Local Bounti’s compact, efficient, and local farms provide fresh produce with minimum transportation distances. Combined with our advanced
technologies, the location of our facilities in less developed communities and areas with available supporting resources such as adequate water and
renewable energy, Local Bounti believes it has the potential to be among the most sustainable produce suppliers in the nation. We have developed a
sustainability program which is aligned with ESG best practices in the CEA space. To increase the visibility of our sustainability activities, our first
Sustainability Report was published in December 2021 and updated in April 2022 to cover all of 2021. It reports according to both the Global Reporting
Initiative (“GRI”) and Sustainability Accounting Standards Board (“SASB”) frameworks. The facilities acquired in the Pete’s Acquisition will be in
included in the 2022 Sustainability Report.

Environment: Our Montana Facility is located in an area with 90%+ greenhouse gas (GHG) free electricity generation and we have committed to
producing GHG neutral leafy greens by the year 2030. The short transport distances to our customers dramatically reduces food miles and transportation
emissions. Delivering fresher and higher quality product reduces food waste in the supply chain and lowers consumer food waste. Our produce lasts three
times longer than non-CEA lettuce due to these conditions. Additionally, we use significantly less pesticides, and our indoor facilities have zero high
nutrient water runoff, which is common in traditional agriculture. We currently use recycled polyethylene terephthalate (“rPET”) for some of our
packaging.

Social—Employees: Being local and producing year round not only allows for competitive produce prices and the opportunity for more consumers
to access high quality produce, it also allows our facilities to offer full time, indoor jobs to members of the community, offsetting the seasonal work offered
by more traditional agriculture businesses. We are also committed to paying a living wage, hiring locally, and promoting internally by investing in internal
and community training programs. At our Montana Facility, our wages, including benefits which start on first day of employment are more than double the
state mandated minimum wage. To keep up with the evolving market, we are also committed to engaging our workforce to help us understand any issues
with our current strategy and to develop and enhance our indoor agriculture training and internal development opportunities. Effective January 2022 our
co-CEOs, Craig M. Hurlbert and Travis M. Joyner decided to reduce their salaries to be in-line with the lowest level of our employees at the Montana
Facility,
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approximately $35 thousand. We intend to evaluate existing employment and pay practices at Pete’s to bring them in-line with these plans as we integrate
Pete’s into Local Bounti.

Social—Community: We prioritize under-served communities where our facilities are located and as a corporation are and will continue donating
produce to our communities. These investments are more impactful and provide better economic and social results in these underserved areas. These
investments are supported by large on-going local purchases and significant employment. We used the Federal Opportunity Zone program to help identify
communities in need of investments, and our first (non-Pete’s) facility is in such a community. These two facilities are bringing almost $70 million of
capital investment and over 80 new jobs for these locations. We plan to consider underserved communities in our future site selection process as well.

Governance: Local Bounti sees ESG as a competitive advantage and strives to be fully supportive of these endeavors at all levels of the Company.
This alignment and focus will aid us in steering our long-term corporate actions in the right direction. Our sustainability program is led by a senior
executive who reports to the CFO.

Competition

Local Bounti’s competition includes greenhouse operators and other CEA operators such as vertical farming operators. Greenhouse operators grow
crops within a sheltered structure on a horizontal plane, while vertical farming operators grow crops in vertically stacked layers indoors.

There are over 9,000 greenhouses in the United States according to the United States Census of Agriculture in 2017, an increase of 115% from seven
years earlier. However, 90% of these farms are small—less than 8,000 square feet in area. Large-scale greenhouse operators have the largest market
position and own and operate hundreds to thousands of acres of greenhouse. Most of the companies have the major portions of their operations in Mexico
and Canada, but all are either looking to develop, are developing, or have already developed U.S.- based high-tech greenhouses. These companies include
Mastronardi Produce Ltd. and Pure Flavour.

We potentially compete with traditional greenhouse producers, as well as CEA companies using high technology greenhouses such as AppHarvest,
Bright Farms and Revol Greens. We also potentially compete against vertical farming operators, including AeroFarms, Bowery Farming and Plenty.

We believe that our Stack & Flow Technology™, modular and distributed approach and local branded product diversity provide competitive
advantages over our peers as the mainstream facility formats in CEA present a challenging trade-off between yield and operating/capital costs. Each
method, independently, brings key challenges, including (a) inability to maximize revenue without consistent yield; (b) poor profitability with high costs;
(c) limited retail relationships and lack of product diversity; and (d) inability to scale quickly and effectively. Local Bounti leverages a hybrid of vertical
and greenhouse growing formats, which efficiently unites the best aspects of both technologies, resulting in increased volumes and year-round production.
In addition, this model results in 1.5 to 2.0 times the yield of comparable greenhouse farms.

Government Regulation

Local Bounti is subject to laws and regulations administered by various federal, state and local government agencies in the United States, such as the
United States Food and Drug Administration (“FDA”), the Federal Trade Commission (“FTC”), the Environmental Protection Agency (“EPA”), the
Occupational Safety and Health Administration (“OSHA”) and the USDA. These laws and regulations apply to the production, packaging, distribution,
sale, marketing, labeling, quality, safety and transportation of our products, as well as occupational safety and health practices.

Under various federal statutes and implementing regulations, these agencies, among other things, prescribe the requirements and establish the
standards for quality and safety and regulate our products and the production, labeling, marketing, promotion and advertising thereof.
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Among other things, the farms in which our products are grown and packed must comply with regulatory requirements including Standards for the
Growing, Harvesting, Packing and Holding of Produce for Human Consumption (the “Produce Safety Rule”). Local Bounti may be required to register
with the FDA (depending on specific processing operations), in which case Local Bounti would have to comply with Current Good Manufacturing
Practice, Hazard Analysis, and Risk-Based Preventive Controls for Human Food (the “Preventive Controls Rule”), as applicable. The farms also have to
comply with FDA and USDA labeling and marketing requirements, and could be subject to the Organic Food Production Act, among other laws and
regulations implemented by the FDA the USDA and other regulators. Certain FSMA regulations are still being developed and implemented, including
product traceability requirements recently proposed, which would be directly applicable to our products. The FDA and the USDA have the authority to
inspect our farms depending on the type of product and operations involved. The FDA and the USDA also require that certain information appear on our
product labels and, more generally, that our labels and labeling be truthful and non-misleading. Similarly, the FTC requires that Local Bounti’s marketing
and advertising be truthful, non-misleading, not deceptive to consumers and not otherwise an unfair means of competition. Local Bounti is also restricted
by the FDA and the USDA from making certain types of claims about our products, including nutrient content claims, health claims, organic claims and
claims regarding the effects of our products on any structure or function of the body, whether express or implied, unless Local Bounti satisfies certain
regulatory requirements.

Local Bounti is also subject to state and local food safety regulation, including registration and licensing requirements for our farms, enforcement of
standards for our products and farms by state and local health agencies and regulation of our trade practices in connection with selling our products.

Local Bounti is also subject to labor and employment laws, laws governing advertising, privacy laws, safety regulations and other laws, including
consumer protection regulations that regulate retailers or govern the promotion and sale of merchandise. Our operations, and those of our distributors and
suppliers, are subject to various laws and regulations relating to environmental protection and worker health and safety matters.

Trademarks and Other Intellectual Property

Local Bounti owns patents, trademarks and other proprietary rights that are important to our business, including our principal trademarks, “Local
Bounti™,” “Stack & Flow Technology™,” and “Farm of the Future™.” All our trademarks are registered with the United States Patent and Trademark
Office (“USPTO”) and select trademarks have been extended to multiple international markets. Our trademarks are valuable assets that reinforce the
distinctiveness of our brand to customers and shoppers. A patent for our Stack & Flow Technology™ was submitted in August 2020. Additionally, as of
December 2021, Local Bounti has six total patents submitted to the USPTO, three non-provisional and three provisional. The Pete’s Acquisition adds one
approved design patent and numerous trademarks to the Local Bounti intellectual property portfolio. We believe the protection of our patents, trademarks,
copyrights and domain names are important to our success. We aggressively protect our intellectual property rights by relying on both U.S. and
international patent, trademark, and copyright laws.

Employees and Human Capital Resources

As of March 31, 2022, we had 127 full-time employees. This includes 41 non-exempt and 86 exempt employees. Our employees are not represented
by any labor union, and we have never experienced a work stoppage or strike. We believe that our employee relations are good.

Our human capital resources objectives include, as applicable, identifying, recruiting, retaining, incentivizing and integrating our existing and new
employees, advisors and consultants. The principal purposes of our equity incentive plans are to attract, retain and reward personnel through the granting
of stock-based compensation awards, in order to increase stockholder value and the success of our Company by motivating such individuals to perform to
the best of their abilities and achieve our objectives.
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Available Information

Our website is localbounti.com. Under the “Investors” tab of our website, we make available free of charge a variety of information for investors.
Our goal is to maintain the Investors portion of our website as a portal through which investors can easily find or navigate to pertinent information about
us, including:
 

 •  Our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and any amendments to those reports, as
soon as reasonably practicable after we electronically file that material with or furnish it to the SEC at sec.gov.

 

 •  Information on our business strategies, financial results, and metrics for investors.
 

 •  Announcements of investor conferences, speeches, and events at which our executives talk about our product, service, and competitive
strategies. Archives of these events are also available.

 

 •  Press releases on quarterly earnings, product and service announcements, legal developments, and international news.
 

 •  Corporate governance information including our governance guidelines, committee charters, and code of conduct and ethics.
 

 •  Other news and announcements that we may post from time to time that investors might find useful or interesting.
 

 •  Opportunities to sign up for email alerts to have information pushed in real time.

Investors and others should note that we routinely announce material information to investors and the marketplace using filings with the SEC, press
releases, public conference calls, presentations, webcasts and our website. We also intend to use certain social media channels as a means of disclosing
information about Local Bounti and our products to our customers, investors and the public (e.g., @Local Bounti and #LocalBounti on Twitter). While not
all of the information that we post to our website or social media accounts is of a material nature, some information could be deemed to be material.
Accordingly, we encourage investors, the media, and others to sign up for and regularly follow our social media accounts. Users may automatically receive
email alerts and other information about Local Bounti by signing up for email alerts under the Investors tab of our website.

The information on our website or social media channels is not part of, or incorporated by reference into, this Prospectus or any other report we file
with, or furnish to, the SEC.
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 MANAGEMENT

Executive Officers and Directors

Our directors and executive officers and their ages as of June 10, 2022 are as follows:
 
Name   Age   Position
Executive Officers     
Craig M. Hurlbert    59    Co-Chief Executive Officer and Director
Travis M. Joyner    40    Co-Chief Executive Officer and Director
Brian Cook    43    President
Kathleen Valiasek    59    Chief Financial Officer
Mark McKinney    59    Chief Operating Officer
B. David Vosburg Jr.    40    Chief Innovation Officer
Gary Hilberg    56    Chief Sustainability Officer
Margaret McCandless    49    General Counsel and Secretary
Non-Employee Directors     
Pamela Brewster    52    Director
Mark J. Nelson    53    Director
Edward C. Forst    61    Director
Matthew Nordby    42    Director

Executive Officers

Craig M. Hurlbert. Mr. Hurlbert has served as our Co-Chief Executive Officer and as Chairperson and member of the Board since the Closing and
prior to this, co-founded Legacy Local Bounti. Since April 1, 2021, Mr. Hurlbert served as Co-Chief Executive Officer at Legacy Local Bounti.
Mr. Hurlbert is also a co-founder of BrightMark Partners, a growth equity and management firm providing capital and resources to venture, growth phase
and middle-market businesses, and has served as a Managing Partner since January 2014. From December 2000 to April 2020, Mr. Hurlbert served in
various leadership roles, including President, Chief Executive Officer and, most recently from May 2013 to April 2020, as Chairman of the Board of TAS
Energy, a leading provider of high efficiency and modular cooling and energy systems for the data center, commercial, industrial and power generation
markets. Mr. Hurlbert also held leadership roles at General Electric Company (NYSE: GE) and North American Energy Services. Mr. Hurlbert is
currently the Chairman of the Board at Clearas Water Recovery, a company utilizing patented, sustainable and proprietary technology to solve high
nutrient wastewater challenges in the municipal and industrial water markets. Mr. Hurlbert earned his B.S. in Finance from San Diego State University and
his M.B.A. from California State University—Long Beach.

Travis M. Joyner. Mr. Joyner has served as our Co-Chief Executive Officer and member of the Board since the Closing and prior to this, co-
founded Legacy Local Bounti. Since April 1, 2021, Mr. Joyner served as Co-Chief Executive Officer at Legacy Local Bounti. He is also a co-founder and
has served as a Managing Partner at BrightMark Partners since January 2014. At BrightMark, Mr. Joyner has been an active director for many portfolio
companies, driving with growth plan execution, building core business infrastructure and leading many successful debt and equity transactions. His areas
of expertise include quantitative analysis, corporate strategy, technology development, market analysis, organizational design structure, market strategy,
branding and capital campaigns. Mr. Joyner earned a Ph.D. from the University of Kansas, where his graduate focus was market research and statistics, a
Certificate of Finance from the Wharton School at the University of Pennsylvania, a J.D. from the University of Montana, and his B.A. from the
University of North Carolina-Chapel Hill, graduating with distinction.

Brian Cook. Mr. Cook has served as our President since April 2022. Mr. Cook previously served as Chief Executive Officer of Pete’s, a leading
produce company specializing in hydroponic greenhouse-grown lettuce and cress, from November 2017 to April 2022, when Local Bounti acquired Pete’s.
Mr. Cook also served as Vice
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President of Sales of Hollandia Produce from February 2016 to November 2017. Prior to joining Hollandia Produce, Mr. Cook served in various sales roles
at several produce and retail advertising companies. Mr. Cook currently serves as a Member of the Fresh Produce & Floral Council Board and the Ventura
College Agriculture Advisory Board.

Kathleen Valiasek. Ms. Valiasek has served as our Chief Financial Officer since the Closing and prior to this, served as Legacy Local Bounti’s
Chief Financial Officer since April 2021. Prior to this, Ms. Valiasek served as Chief Financial Officer from January 2017 to June 2019 and as Chief
Business Officer from June 2019 to March 2021 at Amyris (NASDAQ: AMRS), a science and technology leader in the research, development and
production of sustainable ingredients for the Clean Health & Beauty and Flavors & Fragrances markets. Prior to Amyris, Ms. Valiasek served as Chief
Executive Officer of Lenox Group, Inc., a finance and strategic consulting firm she founded in 1994 and in this capacity she worked closely with the senior
management teams of fast- growing companies including start-ups, venture-backed and Fortune 500 companies such as Albertsons, CVS, Gap, Kaiser
Permanente and Softbank. At Lenox Group, she was typically engaged for critical roles on multi- year assignments including M&A transactions, debt and
equity financings, IPOs and spin-offs. Ms. Valiasek holds a B.B.A. from the University of Massachusetts at Amherst.

Mark McKinney. Mr. McKinney has served as our Chief Operating Officer since the Closing and prior to this, joined Legacy Local Bounti in
August 2021 as Chief Operating Officer. From July 2018 to July 2021, Mr. McKinney worked as Chief Operating Officer at Fruit Growers Supply, an
agricultural supply cooperative company. Prior to that, Mr. McKinney served as Chief Executive Officer of Al Ghurair Foods, a large diversified industrial
enterprise in the Middle East, from June 2015 to August 2017. Previously, he held key executive management roles with Dole Foods, including as
President of Dole Packaged Foods Asia, President and Managing Director of Dole Thailand, and earlier in his career held senior global supply chain
management positions with Dole for its Europe, North America and Asia operations. Mr. McKinney served as Board member of Serendip Flour (Sri
Lanka) and Reem Rice Ltd from July 2015 to July 2017. Mr. McKinney has a B.S. in Chemical Engineering from California Polytechnic University and
an M.B.A. in International Business/ Corporate Finance from Claremont Graduate University.

B. David Vosburg Jr. Mr. Vosburg has served as our Chief Innovation Officer since the Closing and prior to this, served as Legacy Local Bounti’s
Chief Operating Officer from January 2021 to August 2021, and has served as Chief Innovation Officer thereafter, with two decades of international
financial, business development and technology experience, transitioning from the CFO to the COO role in April of 2021. From May 2020 to October
2020, Mr. Vosburg served as Chief Financial Officer and Head of Emerging Technology at Sensei Ag, a market changing AgTech venture founded by
Oracle co-founder Larry Ellison. From December 2014 to April 2020, Mr. Vosburg served as CFO and Head of Business Development of Crop One
Holdings, a company that grows fresh, nutritious and delicious produce in indoor farms. He also co-founded Conception Nurseries, a technology licensee
to expand Crop One into new verticals. In his early career, Mr. Vosburg founded and grew Ed-Tech and Fin-Tech companies in Zambia, working in C-
suite roles. He also served a term as President of the American Chamber of Commerce in Zambia. Mr. Vosburg earned a B.A. in Political Science from the
University of Notre Dame and an M.B.A. from the Yale School of Management.

Gary Hilberg. Mr. Hilberg has served as our Chief Sustainability Officer since the Closing and prior to this, joined Legacy Local Bounti as Vice
President of Sustainability in December 2020 and was promoted to Chief Sustainability Officer in January 2021. Before joining Legacy Local Bounti,
from June 2017 to December 2020, Mr. Hilberg was President of Continuum Energy Inc., a company he founded in 2002 which provides consulting
services, including business strategy, sustainability and commercialization. From August 2002 to June 2017, Mr. Hilberg led the senior management team
for several small and mid-sized energy solutions businesses, including Everest Sciences and TAS Energy. Mr. Hilberg was Vice President of Sales &
Marketing for Pratt & Whitney Power Systems from May 2000 to August 2002, leading the expansion into the gas turbine services segment. Prior to
PWPS, he worked for General Electric, Stewart & Stevenson, NAES Corporation, and the U.S. Navy. Mr. Hilberg is a licensed professional engineer
(Chemical) in the States of Texas and California and holds
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a B.S. degree in Chemical Engineering from Oregon State University and an M.B.A. from the University of Phoenix.

Margaret McCandless. Ms. McCandless has served as our General Counsel since February 2022 and our Secretary since March 2022. Before
joining Local Bounti, Ms. McCandless was Chief Compliance Officer, Assistant General Counsel, and Corporate Secretary of Royal Gold, Inc., a precious
metals streaming and royalty company, from January 2020 to January 2022. Previously, she served as Vice President, General Counsel, and Secretary
from January 2015 to December 2019 and Assistant General Counsel and Assistant Secretary from January 2012 to January 2015 of Intrepid Potash, Inc., a
potash and specialty plant-nutrient company. From 2004 through 2011, Ms. McCandless served as Associate General Counsel – Securities, Disclosure,
and Corporate Governance for CenturyLink, Inc. and Qwest Communications International Inc. Prior to joining Qwest, Ms. McCandless was an associate
at the law firms of Hogan Lovells LLP and Cooley LLP. Ms. McCandless holds a J.D. from the University of Wisconsin Law School and a B.S. in
Accounting from the University of Colorado at Boulder.

Non-Employee Directors

Pamela Brewster. Ms. Brewster serves as a member of the board of directors of the Company. Ms. Brewster is also the Principal at Orange
Strategies LLC, a political and government affairs consulting firm. Ms. Brewster founded Orange Strategies in 2014 following 14 years as Vice President
of Government Affairs at the Charles Schwab Corporation where she was responsible for managing Schwab’s state and local government relations efforts;
overseeing Schwab PAC, the company’s political action committee; and acting as the company’s in-house political advisor. She continues to provide
advisory and consulting services to Charles R. Schwab. Prior to her experience at Charles Schwab Corporation, Ms. Brewster worked at the public
relations firm of Alexander Ogilvy, where she was the head of the firm’s Tech Policy Communications practice. At Alexander, she represented a variety of
high-tech clients. Prior to joining Alexander, Ms. Brewster worked in Washington, D.C., representing telecommunications and technology interests on
Capitol Hill. Ms. Brewster earned a B.A. in political science from the University of California at Davis and a M.A. in public administration and policy
from the American University in Washington, D.C.

Mark J. Nelson. Mr. Nelson serves as a member of the board of directors of the Company. Mr. Nelson joined Local Bounti Corporation as a
director in March 2021. Before joining Local Bounti, Mr. Nelson served as Chief Financial Officer and Treasurer at Beyond Meat, Inc. (Nasdaq: BYND),
a producer of plant-based meat substitutes, from May 2017 to May 2021, and from December 2015 to March 2017, he served in various capacities at the
company, including Chief Operating Officer and Chief Financial Officer, and Chief Financial Officer, Treasurer and Secretary. From March 2017 to May
2017, Mr. Nelson served as Senior Vice President and Chief Financial Officer of Biolase (Nasdaq: BIOL), a medical device company, and from April
2013 to November 2015, he was Chief Financial Officer and Treasurer of Farmer Bros. Co. (Nasdaq: FARM), a manufacturer, wholesaler and distributor
of coffee, tea, spices and culinary products. Mr. Nelson started his career at General Electric Company (NYSE: GE) as a member of GE’s Financial
Management Program and worked at Thermo Fisher Scientific, a biotechnology product development company (NYSE: TMO), and also served as Chief
Accounting Officer at Newport Corporation, a formerly publicly traded global supplier of advanced technology products and systems. Mr. Nelson has a
B.B.A. from the University of Massachusetts at Amherst, and an M.B.A. degree from Babson College.

Matthew Nordby. Mr. Nordby serves as a member of the board of directors of the Company. Mr. Nordby is a Partner of Lion Capital. Prior to
joining Lion Capital, Matthew served as President of Playboy Enterprises, leading their global licensing business to over $1.5 billion in annual revenue.
Prior to this, Matthew served as an executive in the technology industry which included building software start-up Greenplum, acquired by EMC in 2010.
He launched his career at Sun Microsystems where he held various leadership positions. Matthew received his B.A. from Auburn University.
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Edward C. Forst. Mr. Forst serves as a member of the board of directors of the Company. Mr. Forst, Leo’s Chairman, is Chairman, Partner, and
member of the Investment Committee at Lion Capital. Mr. Forst previously served as Chief Executive Officer of Cushman & Wakefield from January
2014 to September 2015, leading the commercial real estate firm across more than 60 countries. Prior to this, Mr. Forst was a Management Committee
Partner of Goldman, Sachs & Co. where he served as the Co-CEO of Goldman Sachs Asset Management, and before that as the Chief Administrative
Officer and Executive Vice President of the firm. Mr. Forst also served as the Chairman of Goldman’s Global Debt Underwriting Committee for seven
years. Mr. Forst was also the Executive Vice President and Principal Operating Officer of Harvard University during the financial crisis, as well as Adviser
to the Secretary of the Treasury on the Troubled Asset Relief Program (TARP). From November 2017 to August 2018, Mr. Forst served as CEO and Co-
CEO (starting in May 2018) of Realty Shares Inc. Realty Shares Inc., filed for chapter 7 bankruptcy protection of July 31, 2020, more than 18 months after
Mr. Forst ceased to be the CEO of the company. Mr. Forst sits on the boards of The Feinstein Institute of Northwell Health and the Yale School of
Management. Mr. Forst has also served on the board of the Harvard Management Company, as Treasurer of Carnegie Hall, and as the Chairman of the
Securities Industry and Financial Markets Association (SIFMA). Mr Forst serves as trustee for the East Hampton Healthcare Foundation and Trustee and
chair of the finance committee for the School of Holy Child. Mr. Forst earned his M.B.A. from the Wharton School of the University of Pennsylvania and
his A.B. in Economics from Harvard University.

Board Composition

The primary responsibilities of the Board are to provide oversight, strategic guidance, counseling and direction to Local Bounti’s management.
When considering whether directors and director nominees have the experience, qualifications, attributes and skills, taken as a whole, to enable the Board
to satisfy its oversight responsibilities effectively in light of its business and structure, the Board focuses primarily on each person’s background and
experience as reflected in the information discussed in each directors’ individual biographies set forth above in order to provide an appropriate mix of
experience and skills relevant to the size and nature of its business. The Board is divided into the following three classes, with members of each class
serving staggered three-year terms:
 

 •  Class I consists of Pamela Brewster and Matthew Nordby, whose terms will expire at Local Bounti’s first annual meeting of stockholders to
be held in 2022;

 

 •  Class II consists of Mark J. Nelson and Edward C. Forst, whose terms will expire at Local Bounti’s second annual meeting of stockholders to
be held in 2023; and

 

 •  Class III consists of Craig M. Hurlbert and Travis M. Joyner, whose terms will expire at Local Bounti’s third annual meeting of stockholders
to be held in 2024.

At each annual meeting of stockholders held after the initial classification, the successors to directors whose terms then expire will be elected to
serve from the time of election and qualification until the third annual meeting following their election and until their successors are duly elected and
qualified. This classification of the Board may have the effect of delaying or preventing changes in Local Bounti’s control or management. Local Bounti’s
directors may be removed for cause by the affirmative vote of the holders of at least two-thirds of Local Bounti’s voting stock.

Director Independence

The Board has determined that each of the directors on the Board other than Craig M. Hurlbert and Travis M. Joyner qualify as independent
directors. Accordingly, the Board consists of a majority of independent directors, as defined under SEC rules and NYSE listing rules. In addition, Local
Bounti is subject to SEC rules and NYSE listing standards relating to the membership, qualifications, and operations of the audit committee, as discussed
below.
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Board Leadership Structure

The Board has determined that it should maintain the flexibility to select the chairperson of the Board and adjust its Board leadership structure based
on circumstances existing from time to time and based on criteria that are in Local Bounti’s best interests and the best interests of its stockholders,
including the composition, skills, diversity and experience of the Board and its members, specific challenges faced by Local Bounti or the industry in
which it operates and governance efficiency. The Board has adopted Corporate Governance Guidelines which provide for the appointment of a lead
independent director at any time when the chairperson is not independent. Craig M. Hurlbert has been elected to serve as chairperson of the Board and
Edward C. Forst serves as lead independent director and is responsible for, among other matters, calling and presiding over each executive session of the
independent directors and briefing the Chief Executive Officers on issues arising from executive sessions and serving as a liaison between the chairperson
and the independent directors.

Board Role in Risk Oversight

One of the key functions of the Board is informed oversight of Local Bounti’s risk management process. This oversight function is administered
directly through the Board as a whole, as well as through various standing committees of the Board that address risks inherent in their respective areas of
oversight. In particular, the Board is responsible for monitoring and assessing strategic risk exposure, Local Bounti’s audit committee has the
responsibility to consider and discuss Local Bounti’s major financial risk exposures and the steps its management takes to monitor and control such
exposures, including guidelines and policies to govern the process by which risk assessment and management is undertaken. The audit committee also
monitors compliance with legal and regulatory requirements. The compensation committee assesses and monitors whether Local Bounti’s compensation
plans, policies and programs comply with applicable legal and regulatory requirements. The nominating and corporate governance committee monitors the
effectiveness of Local Bounti’s Corporate Governance Guidelines.

Committees of the Board of Directors

Local Bounti has an audit committee, a compensation committee and a nominating and corporate governance committee, each of which have the
composition and responsibilities described below. Members serve on these committees until their resignation or until otherwise determined by the Board.
Each committee operates under a charter approved by the Board. Copies of each charter are posted on the Investor Relations section of our website at
https://www.localbounti.com. Our website and the information contained on, or that can be accessed through, our website is not deemed to be
incorporated by reference in, and is not considered part of, this prospectus.

Audit Committee

Local Bounti’s audit committee is comprised of Edward C. Forst, Mark J. Nelson and Pamela Brewster, and Edward C. Forst is the chairperson of
the audit committee. Edward C. Forst, Pamela Brewster and Mark J. Nelson each meet the requirements for independence and financial literacy under
NYSE listing standards and SEC rules, including Rule 10A-3. In addition, Edward C. Forst and Mark J. Nelson qualifies as an “audit committee financial
expert” as defined in applicable SEC rules.

The audit committee’s responsibilities include, among other things:
 

 •  appointing, compensating, retaining, evaluating, terminating and overseeing Local Bounti’s independent registered public accounting firm;
 

 •  reviewing the adequacy of Local Bounti’s system of internal controls and the disclosure regarding such system of internal controls contained
in Local Bounti’s periodic filings;

 

 •  pre-approving all audit and permitted non-audit services and related engagement fees and terms for services provided by the Local Bounti’s
independent auditors;
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 •  reviewing with Local Bounti’s independent auditors their independence from management;
 

 •  reviewing, recommending and discussing various aspects of the financial statements and reporting of the financial statements with
management and Local Bounti’s independent auditors; and

 

 •  establishing procedures for the confidential anonymous submission of concerns regarding questionable accounting, internal controls or
auditing matters.

Compensation Committee

Local Bounti’s compensation committee is comprised of Pamela Brewster and Matthew Nordby, and Pamela Brewster is the chairperson of the
compensation committee. The composition of the compensation committee meets the requirements for independence under NYSE listing standards and
SEC rules. Each member of the committee is a non-employee director, as defined in Rule 16b-3 under the Exchange Act.

The compensation committee is responsible for, among other things:
 

 •  setting the compensation of the Chief Executive Officer and, in consultation with the Chief Executive Officer, reviewing and approving the
compensation of the other executive officers of Local Bounti;

 

 •  reviewing on a periodic basis and making recommendations regarding non-employee director compensation to the Board;
 

 •  reviewing on a periodic basis and discussing with the Chief Executive Officer and the Board regarding the development and succession plans
for senior management positions;

 

 •  administering Local Bounti’s cash and equity-based incentive plans that are stockholder-approved and/ or where participants include Local
Bounti’s executive officers and directors; and

 

 •  providing oversight of and recommending improvements to Local Bounti’s overall compensation and incentive plans and benefit programs.

The charter also provides that the compensation committee may, in its sole discretion, retain or obtain the advice of a compensation consultant, legal
counsel or other adviser and is directly responsible for the appointment, compensation and oversight of the work of any such adviser. However, before
engaging or receiving advice from a compensation consultant, external legal counsel or any other adviser, the compensation committee will consider the
independence of each such adviser, including the factors required by NYSE listing standards and the SEC.

Nominating and Corporate Governance Committee

The nominating and corporate governance committee is comprised of Matthew Nordby, Mark J. Nelson and Edward C. Forst, and Mark J. Nelson is
the chairperson of the nominating and corporate governance committee. The composition of the nominating and corporate governance committee meets the
requirements for independence under NYSE listing standards and SEC rules. The nominating and corporate governance committee is responsible for,
among other things:
 

 •  identifying, evaluating and making recommendations to the Board regarding nominees for election to the Board and its committees;
 

 •  developing and making recommendations to the Board regarding corporate governance guidelines and matters;
 

 •  overseeing environmental, social and governance issues and evaluating their impact to support the sustainable growth of the Company’s
businesses;

 

 •  overseeing Local Bounti’s corporate governance practices;
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 •  reviewing Local Bounti’s Code of Business Conduct and Ethics and approve any amendments or waivers on a periodic basis;
 

 •  overseeing the evaluation and the performance of the Board and individual directors; and
 

 •  contributing to succession planning.

Compensation Committee Interlocks and Insider Participation

None of the members of the compensation committee is or has been at any time one of Local Bounti’s officers or employees. None of Local
Bounti’s executive officers currently serves, or in the past fiscal year has served, as a member of the board of directors or compensation committee (or
other board of directors committee performing equivalent functions or, in the absence of any such committee, the entire board of directors) of any entity
that has one or more executive officers serving as a member of Board or compensation committee.

Code of Business Conduct and Ethics

The Board has adopted a Code of Business Conduct and Ethics that applies to all of our directors, officers and employees, including our principal
executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions. The Code of Business
Conduct and Ethics is available under the “Investors” tab of our website. In addition, we intend to post under the “Investors” tab on our website all
disclosures that are required by law or NYSE listing standards relating to any amendments to, or waivers from, any provision of the Code of Business
Conduct and Ethics.

Limitation on Liability and Indemnification of Officers and Directors

Local Bounti’s charter, limits Local Bounti’s directors’ liability to the fullest extent permitted under the DGCL. The DGCL provides that directors
of a corporation will not be personally liable for monetary damages for breach of their fiduciary duties as directors, except for liability:
 

 •  for any transaction from which the director derives an improper personal benefit;
 

 •  for any act or omission not in good faith or that involves intentional misconduct or a knowing violation of law;
 

 •  for any unlawful payment of dividends or redemption of shares; or
 

 •  for any breach of a director’s duty of loyalty to the corporation or its stockholders.

If the DGCL is amended to authorize corporate action further eliminating or limiting the personal liability of directors, then the liability of Local
Bounti’s directors will be eliminated or limited to the fullest extent permitted by the DGCL, as so amended.

Delaware law and Local Bounti’s Bylaws provide that Local Bounti will, in certain situations, indemnify Local Bounti’s directors and officers and
may indemnify other employees and other agents, to the fullest extent permitted by law. Any indemnified person is also entitled, subject to certain
limitations, to advancement, direct payment, or reimbursement of reasonable expenses (including attorneys’ fees and disbursements) in advance of the
final disposition of the proceeding.

In addition, Local Bounti has entered into separate indemnification agreements with Local Bounti’s directors and officers. These agreements, among
other things, require Local Bounti to indemnify its directors and officers for certain expenses, including attorneys’ fees, judgments, fines and settlement
amounts incurred by a director or officer in any action or proceeding arising out of their services as one of Local Bounti’s directors or officers or any other
company or enterprise to which the person provides services at Local Bounti’s request. Insofar as indemnification for liabilities arising under the Securities
Act may be permitted to directors, officers, or control persons, in the opinion of the SEC, such indemnification is against public policy as expressed in the
Securities Act and is therefore unenforceable.
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These provisions may discourage stockholders from bringing a lawsuit against our directors for breach of their fiduciary duty. These provisions also
may have the effect of reducing the likelihood of derivative litigation against officers and directors, even though such an action, if successful, might
otherwise benefit us and our stockholders. Furthermore, a stockholder’s investment may be adversely affected to the extent we pa5y the costs of settlement
and damage awards against officers and directors pursuant to these indemnification provisions.

Local Bounti also maintains a directors’ and officers’ insurance policy pursuant to which Local Bounti’s directors and officers are insured against
liability for actions taken in their capacities as directors and officers. We believe that the provisions in the charter, Local Bounti’s Bylaws, the directors’
and officers’ liability insurance and the indemnity agreements are necessary to attract and retain talented and experienced officers and directors.
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 EXECUTIVE COMPENSATION

Throughout this section, unless otherwise noted, “we,” the “Company,” “us,” “our” and similar terms refer to Local Bounti and its subsidiaries prior
to the consummation of the Business Combination, and to the Company and its subsidiaries after the Business Combination.

This section discusses the material components of the executive compensation program for Local Bounti’s named executive officers who appear in
the “2021 Summary Compensation Table” below. In 2021, the “named executive officers” and their positions with Local Bounti were as follows:
 

 •  Craig M. Hurlbert: Co-Chief Executive Officer
 

 •  Travis M. Joyner: Co-Chief Executive Officer
 

 •  Kathleen Valiasek: Chief Financial Officer
 

 •  Mark McKinney: Chief Operating Officer

This discussion may contain forward-looking statements that are based on our current plans, considerations, expectations and determinations
regarding future compensation programs.

Summary Compensation Table

The following table sets forth information concerning the compensation of our officers who served as named executive officers during the year
ended December 31, 2021.
 

Name and Principal Position   
Fiscal
Year    

Salary
($)    

Bonus
($)    

Stock
Awards

($)    

All Other
Compensation

($)    
Total

($)  
Craig M. Hurlbert    2021    172,615    —      —      18,003    190,618 
Co-Chief Executive Officer(5)    2020    —      —      —      314,000    314,000 
Travis M. Joyner    2021    172,615    —      —      12,465    185,080 
Co-Chief Executive Officer(5)    2020    —      —      —      314,000    314,000 
Kathleen Valiasek    2021    305,673    900,000    9,672,951    31,418    10,910,042 
Chief Financial Officer(6)             
Mark McKinney    2021    174,680    175,000    4,954,761    26,533    5,330,974 
Chief Operating Officer(7)             
 
(1) Amounts reflect salary earned during the applicable year.
(2) Amounts reflect, with respect to Mr. McKinney, a $100,000 sign-on bonus and a $75,000 discretionary bonus approved by the Board on

November 18, 2021, and, with respect to Ms. Valiasek, a discretionary bonus approved by the Board on November 18, 2021.
(3) Stock awards are reported at aggregate grant date fair value in the year granted, as determined in accordance with the provisions of FASB ASC

Topic 718. For the assumptions used in valuing these awards for purposes of computing this expense, see Note 12, Stock-Based Compensation, to
the Consolidated Financial Statements for the year ended December 31, 2021.

(4) Amount reflects, with respect to Mr. Hurlbert, (a) $12,465 in management fees paid to BrightMark Partners, LLC, a Texas limited liability company
(“BrightMark”), of which he is a 50% owner, and (b) $5,538 in company 401(k) contributions; with respect to Mr. Joyner, $12,465 in management
fees paid to BrightMark, of which he is a 50% owner; with respect to Ms. Valiasek, (a) $19,818 in relocation reimbursement payments, and
(b) $11,600 in company 401(k) contributions; and, with respect to Mr. McKinney, (a) $20,533 in relocation reimbursement payments and (b) $6,000
in company 401(k) contributions.

(5) Messrs. Hurlbert and Joyner became employees and Co-Chief Executive Officers on April 1, 2021.
(6) Ms. Valiasek was hired as Chief Financial Officer on April 1, 2021.
(7) Mr. McKinney was hired as Chief Operating Officer on August 23, 2021.
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2021 Compensation

In 2021, Local Bounti incurred a monthly management services fee to BrightMark, a company in which Messrs. Hurlbert and Joyner are co-owners,
pursuant to a management services agreement by and between BrightMark and Local Bounti entered into as of August 20, 2018 (the “Management
Services Agreement”). In March 2021, the Management Services Agreement was terminated. In April 2021, Messrs. Hurlbert and Joyner became Local
Bounti employees and Co-Chief Executive Officers.

In 2021, each named executive officer received an annual base salary from Local Bounti to compensate them for their services commensurate with
their skill set, experience, role and responsibilities. In addition, Ms. Valiasek and Mr. McKinney received discretionary cash bonuses to compensate them
for their services.

Effective January 1, 2022, to reinforce their commitment to employees as the centerpiece for creating long- term value for stockholders, each of our
Co-Chief Executive Officers requested that their annual base salaries be decreased to $35,000.

Equity Awards

In June 2019, BrightMark subjected 5,527,500 of its shares of Legacy Local Bounti voting common stock to service-based vesting over a three-year
quarterly installment vesting period with vesting occurring on the last day of each calendar quarter measured from the one-quarter anniversary of June
2019, subject to the continuation of BrightMark’s services to Legacy Local Bounti. In March 2021, in connection with the cancellation of the Management
Services Agreement and Messrs. Hurlbert and Joyner becoming employees of Legacy Local Bounti, Legacy Local Bounti accelerated the vesting of the
remaining unvested shares.

In March 2021, Ms. Valiasek received a grant of 212,384 restricted shares of non-voting Legacy Local Bounti common stock under Legacy Local
Bounti’s 2020 Equity Incentive Plan, as amended and restated, which we assumed in the Business Combination (the “2020 Plan”), which was adjusted to
1,055,478 restricted shares of Local Bounti in the Business Combination, as described in more detail below.

In November 2021, each of Ms. Valiasek and Mr. McKinney received 100,000 RSUs with respect to Legacy Local Bounti common stock under the
2020 Plan, which was adjusted to 496,967 shares of Local Bounti in the Business Combination, as described in more detail below.

In January 2022, the Board, upon recommendation of the compensation committee, approved equity compensation awards for certain executive
officers. Pursuant to this action, Messrs. Hurlbert and Joyner were each awarded 2,000,000 RSUs, Ms. Valiasek was awarded 1,447,555 RSUs, and
Mr. McKinney was awarded 1,003,033 RSUs. The RSUs were granted pursuant to the Equity Incentive Plan (as defined below) and granted subject to the
filing of a Form S-8 registering the shares of Common Stock covered by the Equity Incentive Plan, which has since occurred. The RSUs will vest 10% on
July 1, 2022, 30% on January 1, 2023, 30% on January 1, 2024 and 30% on January 1, 2025, provided that the named executive officer is providing
services to Local Bounti on such date.

Benefits

During their terms of employment, Local Bounti has provided its named executive officers medical, dental and vision benefits through Insperity, a
professional employer organization. Local Bounti also provided other benefits to its named executive officers during their terms of employment on the
same basis as provided to all of its employees, including vacation and paid holidays.
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Outstanding Equity Awards at Fiscal Year End

The following table sets forth information regarding each unvested stock award held by each named executive officer as of December 31, 2021.
 

   Stock Awards  

Name   

Number of shares
or units of stock

that have not vested
(#)   

Market value of shares
or units of stock

that have not vested
($)(1)  

Kathleen Valiasek    1,552,445(2)   10,013,270 
Mark McKinney    496,967(3)   3,205,437 

 
(1) Values are based on the closing price of our common stock on the NYSE on December 31, 2021 ($6.45).
(2) Represents (a) 496,967 RSUs awarded under the 2020 Plan, scheduled to vest as to 10% on May 1, 2022, with the remaining RSUs vesting in three

(3) annual 30% installments thereafter, subject to the continuous service of the holder on each vesting date; and (b) 1,055,478 RSAs awarded under
the 2020 Plan, scheduled to vest as to 10% on March 15, 2022, with the remaining RSAs vesting in three annual 30% installments thereafter, subject
to the continuous service of the holder on each vesting date.

(3) Represents 496,967 RSUs awarded under the 2020 Plan, scheduled to vest as to 10% on May 1, 2022, with the remaining RSUs vesting in three
annual 30% installments thereafter, subject to the continuous service of the holder on each vesting date.

Executive Employment Agreements

In November 2021, Local Bounti entered into employment agreements with each of our executive officers, including each named executive officer,
which became effective upon the consummation of the Business Combination on November 16, 2021. Pursuant to each employment agreement, if the
employee separates from service (a) due to termination by Local Bounti for a reason other than (x) Cause (as defined in the employment agreement),
(y) the employee becoming Disabled (as defined in the employment agreement) or (z) the employee’s death, or (b) due to resignation by the employee on
account of Good Reason (as defined in the employment agreement) (each, an “Involuntary Termination”) under either of the following circumstances, the
employee will be entitled to their salary and other benefits accrued through the separation date and, subject to the employee executing a release and general
waiver of claims in favor of Local Bounti and adhering to the applicable restrictive covenants (other than with respect to accrued benefits), the employees
will be entitled to the following respective additional severance benefits:
 

 

•  if the Involuntary Termination occurs at any time other than at or during the 12-month period immediately following a Change in Control (as
defined in the Equity Incentive Plan), (a) continuing salary payments for a period of six months (12 months in the case of the Chief
Executive Officers), (b) COBRA reimbursement payments for a period of six months (12 months in the case of the Chief Executive Officers),
and (c) if the employee’s termination date is at least 12 months following the employee’s start date with Local Bounti, all of the employee’s
unvested and outstanding equity awards that would have become vested had employee remained in Local Bounti’s employ for the 12-month
period following the employee’s termination of employment will immediately vest and become exercisable as of the date of the employee’s
termination; and

 

 

•  if the Involuntary Termination occurs during the 12-month period immediately following a Change in Control, then in lieu of the above, (a) a
lump sum severance payment equal to 1.5 (2.0 in the case of the Chief Executive Officers) times the employee’s base salary, (b) COBRA
reimbursement payments for a period of 18 months (24 months in the case of the Chief Executive Officers), and (c) if the employee’s
termination date is at least 12 months following the employee’s start date with Local Bounti, all of the employee’s unvested and outstanding
equity awards will immediately vest and become exercisable as of the date of the employee’s termination.
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The employment arrangements each include (1) confidentiality and non-disparagement obligations applicable during the employee’s term and
following the termination thereof for any reason, (2) a standard intellectual property assignment provision, (3) a non-competition provision applicable
during the employee’s term and during the one year period following the termination thereof for any reason, and (4) a non-solicitation provision applicable
during the employee’s term and during the one year period following the termination thereof for any reason.

Ms. Valiasek’s employment agreement superseded and replaced an offer letter between Ms. Valiasek and us effective March 2021. Under that prior
offer letter, Ms. Valiasek was entitled to an annual base salary of $425,000, and was granted 212,384 shares of change in control restricted nonvoting
Local Bounti common stock under the 2020 Plan which was adjusted to 1,055,478 shares of Local Bounti in the Business Combination. Ms. Valiasek’s
prior offer letter further entitled her to relocation expense reimbursements, three weeks’ vacation time and eligibility to participate in Local Bounti’s
employee benefits plans maintained by Local Bounti and generally made available to similarly situated employees.

Mr. McKinney’s employment agreement superseded and replaced an offer letter between Mr. McKinney and us effective July 2021. Under that
prior offer letter, Mr. McKinney was entitled to an annual base salary of $500,000, and was granted 100,000 shares of nonvoting common stock RSUs
under the 2020 Plan, which was adjusted to 496,967 shares of Local Bounti in the Business Combination. Mr. McKinney’s prior offer letter further
provided him with a $100,000 sign on bonus and entitled him to relocation expense reimbursements, three weeks’ vacation time and eligibility to
participate in Local Bounti’s employee benefits plans maintained by Local Bounti and generally made available to similarly situated employees.

Equity Plans

Local Bounti Corporation 2020 Equity Incentive Plan

General. Local Bounti’s board of directors originally adopted the Local Bounti Corporation 2020 Equity Incentive Plan on October 8, 2020 and
Local Bounti’s stockholders approved the plan on November 9, 2020. The 2020 Plan was last amended and restated on June 1, 2021. The 2020 Plan
provides for the grant of incentive stock options to Local Bounti employees (and employees of any parent or subsidiary of Local Bounti) and for the grant
of nonstatutory stock options, stock appreciation rights, restricted stock, restricted stock units (“RSUs”) and change in control restricted stock to Local
Bounti employees, directors and consultants (and employees and consultants of any parent or subsidiary of Local Bounti). The 2020 Plan terminated upon
the effectiveness of the Equity Incentive Plan, at which time the outstanding awards previously granted thereunder were assumed by Leo. Following
termination of the 2020 Plan, no new awards were granted under such plan but previously granted awards continue to be subject to the terms and
conditions of the 2020 Plan and the stock award agreements pursuant to which such awards were granted.

Plan Administration. The Legacy Local Bounti board of directors has administered the 2020 Plan.

Types of Awards. The 2020 Plan provides for the grant of incentive stock options, nonstatutory stock options, stock appreciation rights, restricted
stock, restricted stock units and change in control restricted stock awards.

Change in Control Restricted Stock. The Legacy Local Bounti board of directors has granted change in control restricted stock awards under the
2020 Plan. Upon a “change in control” (as defined in the 2020 Plan) of Local Bounti, the change in control restricted stock awards will vest in full. If a
“qualified public offering” of the common stock of Local Bounti occurs (as defined in the 2020 Plan, which includes the consummation of the Business
Combination) prior to a change in control, then the change in control restricted stock will vest upon the vesting schedule set forth in the 2020 Plan or
individual award agreements. In the event a recipient of a change in control restricted stock award ceases to provide continuous services to Local Bounti,
all unvested shares subject
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to the award will be forfeited upon Local Bounti’s notice to the recipient. Legacy Local Bounti and certain restricted stockholders amended their change in
control restricted stock awards to remove the vesting trigger and convert the vesting to four-year time-based vesting, with 10% vesting on the first
anniversary of the vesting commencement date and 30% vesting on each anniversary thereafter, subject to the grantee’s continued service on each
applicable vesting date.

Restricted Stock Units. The Legacy Local Bounti board of directors has granted RSUs under the 2020 Plan. Each RSU is a bookkeeping entry
representing an amount equal to the fair market value of one share of Local Bounti non-voting common stock. Upon meeting the applicable vesting
criteria, the recipient will be entitled to receive a payout for his earned RSUs as determined by the Legacy Local Bounti board of directors in the form of
cash, shares, or a combination of both. Certain of the RSUs vested as to 25% of the RSUs on the date of a “qualified public offering,” which included the
Business Combination, and as to the remaining 75% of the RSUs over the a 36 month period from the date of grant (subject to the occurrence of a
“qualified public offering,” which included the Business Combination) in equal quarterly installments, subject to the recipient’s continuous service through
each vesting date, and other RSUs are subject to four-year time-based vesting, with 10% vesting on the first anniversary of the vesting commencement
date and 30% vesting on each anniversary thereafter, subject to the grantee’s continued service on each applicable vesting date.

Non-transferability of Awards. Unless the Legacy Local Bounti board of directors provides otherwise, the 2020 Plan generally does not allow for the
transfer of awards or shares acquired pursuant to an award and only the recipient of an award may exercise it during his or her lifetime.

Certain Adjustments. In the event of certain corporate events or changes in Local Bounti capitalization, to prevent diminution or enlargement of the
benefits or potential benefits available under the 2020 Plan, the Legacy Local Bounti board of directors will make adjustments to one or more of the
number, kind and class of securities that may be delivered under the 2020 Plan and/or the number, kind, class and price of securities covered by each
outstanding award.

Dissolution or liquidation. In the event of Local Bounti’s dissolution or liquidation, each option and stock purchase right will terminate immediately
prior to the consummation of such action, unless otherwise determined by the Legacy Local Bounti board of directors.

Merger or Change in Control. The 2020 Plan provides that in the event of a merger or a “change in control” of Local Bounti, each outstanding
award will be treated as the Legacy Local Bounti board of directors determines. A “change in control” is defined in the 2020 Plan as: (i) a change in the
ownership of Legacy Local Bounti which occurs on the date that any one person, or more than one person acting as a group, acquires ownership of the
stock of Local Bounti that, together with the stock held by such person or group, constitutes more than 50% of Local Bounti’s total voting power of the
stock in Local Bounti (other than through a private financing), (ii) if Local Bounti has a class of securities registered pursuant to Section 12 of the
Exchange Act, a change in the effective control of Local Bounti which occurs on the date that a majority of members of the Board is replaced during any
12 month period by directors whose appointment or election is not endorsed by a majority of the directors prior to the date of the appointment or election or
(iii) a change in the ownership of a substantial portion of Legacy Local Bounti’s assets which occurs on the date that any person(s) acquires (or has
acquired during the 12 month period ending on the date of the most recent acquisition by such person(s)) assets from Local Bounti that have a total gross
fair market value (without regard to any liabilities associated with such assets) that equal or exceed 50% of the total gross fair market value of all assets of
Legacy Local Bounti immediately prior to such acquisition(s).

Amendment or Termination. Legacy Local Bounti’s board of directors may amend or terminate the 2020 Plan at any time, provided such action does
not impair the rights of any participant without his or her consent. In addition, stockholder approval must be obtained to the extent necessary and desirable
to comply with applicable laws.
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2021 Equity Incentive Plan

In October 2021, our Board, subject to stockholder approval, adopted the 2021 Equity Incentive Plan (the “Equity Incentive Plan”), and in
November 2021 our stockholders approved the Equity Incentive Plan. The Equity Incentive Plan became effective upon the Closing.

Purpose

The Equity Incentive Plan is intended to (i) attract and retain the best available personnel to ensure our success and accomplish our goals;
(ii) incentivize employees, directors and independent contractors with long- term equity-based compensation to align their interests with our stockholders,
and (iii) promote the success of our business.

Types of Equity Awards

The Equity Incentive Plan permits the grant of incentive stock options, nonstatutory stock options, stock appreciation rights (“SARs”), restricted
stock, RSUs, and stock bonus awards (all such types of awards, collectively, “equity awards”).

Share Reserve

Number of Shares

Subject to adjustments as set forth in the Equity Incentive Plan, the maximum aggregate number of shares of Company common stock that may be
issued under the Equity Incentive Plan will not exceed 14,585,753 shares of Common Stock, which is comprised of (i) fourteen percent (14%) of the total
number of issued and outstanding shares of Common Stock outstanding as of the Closing, plus (ii) the number of shares of Local Bounti’s common stock
subject to awards or issued under the 2020 Plan that otherwise would have been returned to such plan on or after the Equity Incentive Plan Effective Date
(as defined below) on account of the expiration, cancellation, forfeiture or repurchase of awards granted thereunder. The shares may be authorized, but
unissued, or reacquired Company common stock. Furthermore, subject to adjustments as set forth in the Equity Incentive Plan, in no event will the
maximum aggregate number of shares that may be issued under the Equity Incentive Plan pursuant to incentive stock options exceed the number set forth
above plus, to the extent allowable under Section 422 of the Code and the regulations promulgated thereunder, any shares that again become available for
issuance pursuant to the Equity Incentive Plan.

The number of shares available for issuance under the Equity Incentive Plan will automatically be increased on the first day of each fiscal year
beginning with the 2022 fiscal year and ending on (and including) the first day of the 2031 fiscal year, in an amount equal four percent (4%) of the
outstanding shares on the last day of the immediately preceding fiscal year, unless the Company board of directors determines on or prior to the first day of
any fiscal year that there will be no increase in the share reserve for such fiscal year or that the increase in the share reserve for such fiscal year will be a
lesser number of shares of Company common stock.

Lapsed Awards

To the extent an equity award expires or is forfeited or becomes unexercisable for any reason without having been exercised in full, or is
surrendered pursuant to an exchange program (as defined in the Equity Incentive Plan), the unissued shares that were subject thereto will continue to be
available under the Equity Incentive Plan for issuance pursuant to future equity awards. In addition, any shares which we retain upon exercise of an equity
award in order to satisfy the exercise or purchase price for such equity award or any withholding taxes due with respect to such equity award will be
treated as not issued and will continue to be available under the Equity Incentive Plan for issuance pursuant to future equity awards. Shares issued under
the Equity Incentive Plan and later forfeited to us due to the failure to vest or repurchased by us at the original
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purchase price paid to us for the shares (including without limitation upon forfeiture to or repurchase by us in connection with a participant ceasing to be a
service provider) will again be available for future grants under the Equity Incentive Plan. To the extent an equity award under the Equity Incentive Plan is
paid out in cash rather than shares, such cash payment will not result in reducing the number of shares available for issuance under the Equity Incentive
Plan.

Assumption or Substitution of Awards by the Company.

The Plan Administrator (as defined below), from time to time, may determine to substitute or assume outstanding awards granted by another
company, whether in connection with an acquisition, merger or consolidation of such other company or otherwise, by either: (a) assuming such award
under the Equity Incentive Plan or (b) granting an award under the Equity Incentive Plan in substitution of such other company’s award. Any awards that
are assumed or substituted under the Equity Incentive Plan will not reduce the number of shares authorized for grant under the Equity Incentive Plan or
authorized for grant to a participant in any fiscal year.

Eligibility

Employees, directors and independent contractors of us or our affiliates are all eligible to participate in the Equity Incentive Plan. Incentive stock
options may only be granted to employees of ours or of our parents or subsidiaries.

Administration

The Equity Incentive Plan will be administered by the Company board of directors or a committee thereof, which committee will be constituted to
satisfy applicable laws (the “Plan Administrator”). Awards granted to an officer or director of the Company or any other person whose transactions in the
Company common stock are subject to Section 16 of the Exchange Act (each, an “Insider”) must be approved by two or more “non-employee directors”
of the Company board of directors.

Subject to the terms of the Equity Incentive Plan, the Plan Administrator has the authority, in its discretion, to (i) determine the fair market value in
accordance with the Equity Incentive Plan; (ii) select the service providers to whom equity awards may be granted under the Equity Incentive Plan;
(iii) determine the number of shares to be covered by each equity award granted under the Equity Incentive Plan; (iv) approve forms of equity award
agreements for use under the Equity Incentive Plan; (v) determine the terms and conditions, not inconsistent with the terms of the Equity Incentive Plan, of
any equity award granted thereunder; (vi) institute and determine the terms and conditions of an exchange program under the terms of the Equity Incentive
Plan (subject to stockholder approval); (vii) construe and interpret the terms of the Equity Incentive Plan and equity awards granted pursuant to the Equity
Incentive Plan; (viii) correct any defect, supply any omission or reconcile any inconsistency in the Equity Incentive Plan, any equity award or any equity
award agreement; (ix) prescribe, amend and rescind rules and regulations relating to the Equity Incentive Plan; (x) modify or amend each equity award
(subject to the terms of the Equity Incentive Plan); (xi) adjust performance goals applicable to a participant with respect to an equity award to take into
account changes in applicable laws or in accounting or tax rules, or such other extraordinary events or circumstances; (xii) allow participants to satisfy tax
withholding obligations in such manner as prescribed in the Equity Incentive Plan; (xiii) authorize any person to execute on our behalf any instrument
required to effect the grant of an equity award previously granted by the Plan Administrator; (xiv) allow a participant to defer the receipt of the payment of
cash or the delivery of shares that would otherwise be due to such participant under an equity award; and (xv) make all other determinations deemed
necessary or advisable for administering the Equity Incentive Plan.

However, to the extent permitted by applicable law and listing requirements, the Company board of directors or a committee thereof may delegate to
one or more of our directors or officers who may be (but are not required to be) Insiders, the authority to (a) designate employees who are not Insiders to
be recipients of equity
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awards and determine the number of shares subject to equity awards granted to such designated employees, subject to certain restrictions that are set forth
in the Equity Incentive Plan and (b) take any and all actions on behalf of the Company board of directors or a committee thereof other than any actions that
affect the amount or form of compensation of Insiders or have material tax, accounting, financial, human resource or legal consequences to us or our
affiliates.

Members of the Plan Administrator and its delegates are indemnified and held harmless by the Company from any costs that are imposed on or
incurred by such persons in connection with claims due to actions or omissions under the Equity Incentive Plan not attributable to willful misconduct.

Stock Options

Each stock option will be designated in the equity award agreement as either an incentive stock option (which is entitled to potentially favorable tax
treatment) or a nonstatutory stock option. However, notwithstanding such designation, to the extent that the aggregate fair market value of the shares with
respect to which incentive stock options are exercisable for the first time by the participant during any calendar year exceeds $100,000, such stock options
will be treated as nonstatutory stock options. Incentive stock options may only be granted to employees.

The term of each stock option will be stated in the equity award agreement. In the case of an incentive stock option, the term will be 10 years from
the date of grant or such shorter term as may be provided in the equity award agreement. Moreover, in the case of an incentive stock option granted to a
participant who owns stock representing more than 10% of the total combined voting power of all classes of our stock or the stock of any of our affiliates,
the term of the incentive stock option will be five years from the date of grant or such shorter term as may be provided in the equity award agreement.

The per share exercise price for the shares to be issued pursuant to exercise of a stock option will be determined by the Plan Administrator, subject to
the following: in the case of an incentive stock option (i) granted to an employee who, at the time the incentive stock option is granted, owns stock
representing more than 10% of the voting power of all classes of our stock or the stock of any of our affiliates, the per share exercise price will be no less
than 110% of the fair market value per share on the date of grant; and (ii) granted to any other employee, the per share exercise price will be no less than
100% of the fair market value per share on the date of grant. In the case of a nonstatutory stock option, the per share exercise price will be no less than
100% of the fair market value per share on the date of grant. Notwithstanding the foregoing, stock options may be granted with a per share exercise price
of less than 100% of the fair market value per share on the date of grant pursuant to a corporate reorganization, liquidation, etc., described in, and in a
manner consistent with, Section 424(a) of the Internal Revenue Code of 1986, as amended (the “Code”).

At the time a stock option is granted, the Plan Administrator will fix the period within which the stock option may be exercised and will determine
any conditions that must be satisfied before the stock option may vest or be exercised. The Plan Administrator will also determine the acceptable form of
consideration for exercising a stock option, including the method of payment. In the case of an incentive stock option, the Plan Administrator will
determine the acceptable form of consideration at the time of grant.

If a participant ceases to be a service provider other than for “cause” (as defined in the Equity Incentive Plan), the participant may exercise his or her
stock option within such period of time as is specified in the equity award agreement to the extent that the stock option is vested on the date of termination
(but in no event later than the expiration of the term of such stock option). In the absence of a specified time in the equity award agreement, to the extent
vested as of a participant’s termination, the stock option will remain exercisable for 12 months following a termination for death or disability, and three
months following a termination for any other reason. Any outstanding stock option (including any vested portion thereof) held by a participant will
immediately terminate in its entirety upon the participant being first notified of his or her termination for cause and the participant will be prohibited from
exercising his or her stock option from and after the date of such notification.
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Stock Appreciation Rights (SARs)

The Plan Administrator will determine the terms and conditions of each SAR, provided that the exercise price for each SAR will be no less than
100% of the fair market value of the underlying shares of Company common stock on the date of grant. Upon exercise of a SAR, a participant will receive
payment from us in an amount determined by multiplying the difference between the fair market value of a share on the date of exercise over the exercise
price by the number of shares with respect to which the SAR is exercised. SARs may be paid in cash, in shares of equivalent value, or in some
combination thereof, as determined by the Plan Administrator. SARs are exercisable at the times and on the terms established by the Plan Administrator.

Restricted Stock and RSUs

Restricted stock awards are grants of shares of Company common stock that are subject to various restrictions, including restrictions on
transferability and forfeiture provisions. Shares of restricted stock will vest and the restrictions on such shares will lapse in accordance with terms and
conditions established by the Plan Administrator. Each RSU is a bookkeeping entry representing an amount equal to the fair market value of one share of
Company common stock. Upon meeting the applicable vesting criteria, the participant will be entitled to receive a payout for his or her earned RSUs as
determined by the Plan Administrator in the form of cash, shares, or a combination of both.

In determining whether restricted stock or RSUs should be granted, and/or the vesting schedule for such an equity award, the Plan Administrator
may impose whatever conditions on vesting and such other terms as it determines to be appropriate.

During the period of restriction, participants holding restricted stock may exercise full voting rights and will be entitled to receive all dividends and
other distributions paid, in each case with respect to such shares unless the Plan Administrator determines otherwise. All such dividends or distributions
will be subject to the same restrictions, including without limitation restrictions on transferability and forfeitability, as the shares of restricted stock with
respect to which they were paid and shall not be paid or distributed unless and until such related Shares have vested and been earned.

During the vesting period, participants holding RSUs will hold no voting rights by virtue of such RSUs. The Plan Administrator may, in its sole
discretion, award dividend equivalents in connection with the grant of RSUs that may be settled in cash, in shares of equivalent value, or in some
combination thereof. Absent a contrary provision in an award agreement, such dividend equivalents will be subject to the same restrictions and risk of
forfeiture as the RSUs with respect to which the dividend equivalents accrue and shall not be paid or settled unless and until the related RSUs have vested
and been earned.

Stock Bonus Awards

A stock bonus award is an award of shares to a participant without a purchase price that is not subject to any restrictions. The Plan Administrator will
determine the number of shares to be awarded to the participant under a stock bonus award and any other terms applicable to such stock bonus award. A
stock bonus award may be paid in cash, whole shares, or a combination thereof, based on the fair market value of the shares subject to the stock bonus
award on the date of payment, as determined in the sole discretion of the Plan Administrator.

Performance Awards

The Plan Administrator may grant stock options, SARs, restricted stock and RSUs that are subject to the satisfaction of specified performance
criteria. The Plan Administrator determines the terms surrounding performance awards, including the required levels of performance with respect to
specified business criteria (including any adjustment(s) thereto that will be applied in determining the achievement of such performance
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criteria), the corresponding amounts payable upon achievement of such levels of performance, and the termination and forfeiture provisions; provided that
all performance criteria must be determined when the achievement of such criteria remains substantially uncertain.

The Plan Administrator in its discretion may make performance goals applicable to a participant with respect to an equity award. In the Plan
Administrator’s discretion, one or more of the following performance goals may apply: (1) sales or non-sales revenue; (2) return on revenue; (3) operating
income; (4) income or earnings including operating income; (5) income or earnings before or after taxes, interest, depreciation and/or amortization;
(6) income or earnings from continuing operations; (7) net income; (8) pre-tax income or after-tax income; (9) net income excluding amortization of
intangible assets, depreciation and impairment of goodwill and intangible assets and/or excluding charges attributable to the adoption of new accounting
pronouncements; (10) raising of financing or fundraising; (11) project financing; (12) revenue or revenue backlog; (13) gross margin; (14) operating
margin or profit margin; (15) capital expenditures, cost targets, reductions and savings and expense management; (16) return on assets, return on
investment, return on capital, or return on stockholder equity; (17) cash flow, operating cash flow, free cash flow, cash flow return on investment, net cash
provided by operations, or cash flow in excess of cost of capital; (18) performance warranty and/or guarantee claims; (19) stock price or total stockholder
return; (20) earnings or book value per share; (21) economic value created; (22) pre-tax profit or after-tax profit; (23) strategic business criteria;
(24) objective goals relating to divestitures, joint ventures, mergers, acquisitions and similar transactions; (25) objective goals relating to staff
management, results from staff attitude and/or opinion surveys, staff satisfaction scores, staff safety, staff accident and/or injury rates, compliance,
headcount, performance management, or completion of critical staff training initiatives; (26) objective goals relating to projects; and (27) enterprise
resource planning. Equity awards issued to participants may take into account other criteria (including subjective criteria).

Performance goals may differ from participant to participant, performance period to performance period and from equity award to equity award.
Any criteria used may be measured, as applicable, (i) in absolute terms, (ii) in relative terms (including, but not limited to, any increase (or decrease) over
the passage of time and/or any measurement against other companies or financial or business or stock index metrics particular to us), (iii) on a per share
and/or share per capita basis, (iv) against the performance of us as a whole or against any of our affiliate(s), particular segment(s), business unit(s) or
product(s) of ours or an individual project company, (v) on a pre-tax or after-tax basis, (vi) on a GAAP or non-GAAP basis, and/or (vii) using an actual
foreign exchange rate or on a foreign exchange neutral basis.

Outside Director Limitations

Equity awards granted during a single fiscal year under the Equity Incentive Plan or otherwise, taken together with any cash fees paid during such
fiscal year for services on the Company board of directors, will not exceed (i) $1,000,000 in total value for any outside director serving as the lead director
of the Company board of directors or chair of the Company board of directors (including with respect to the first year of service) and (ii) $700,000 in total
value for any other outside director, except with respect to the first year of service in which case any equity awards granted and cash fees paid will not
exceed $1,000,000 in total value (calculating the value of any such equity awards, in each case, based on the grant date fair value of such equity awards for
financial reporting purposes). Such applicable limit will include the value of any equity awards that are received in lieu of all or a portion of any annual
committee cash retainers or other similar cash-based payments. Equity awards granted to an individual while he or she was serving in the capacity as an
employee or while he or she was an independent contractor but not an outside director will not count for purposes of these limits.

Leaves of Absence/Transfer Between Locations; Time Commitment Change

The Plan Administrator has the discretion to determine at any time whether and to what extent the vesting of equity awards will be suspended during
any leave of absence; provided that in the absence of such determination, vesting of equity awards will continue during any paid leave and will be
suspended during any unpaid leave
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(unless otherwise required by applicable laws). A participant will not cease to be an employee in the case of (i) any leave of absence approved by the
participant’s employer or (ii) transfers between our locations or between us and any of our affiliates. If an employee holds an incentive stock option and
such leave exceeds three months then, for purposes of incentive stock option status only, such employee’s service as an employee will be deemed
terminated on the first day following such three-month period and the incentive stock option will thereafter automatically be treated for tax purposes as a
nonstatutory stock option in accordance with applicable laws, unless reemployment upon the expiration of such leave is guaranteed by contract or statute,
or unless provided otherwise pursuant to a written company policy.

If a participant’s regular level of time commitment in performing services to us or an affiliate of ours is reduced after an equity award is granted, the
Plan Administrator has the discretion, subject to applicable laws, to (i) proportionately reduce the number of shares or cash amount subject to equity
awards that vest or become payable after such change in time commitment, and (ii) in lieu of or in combination with such a reduction, extend the vesting
schedule of the equity award. If the Plan Administrator makes such a reduction, the participant will no longer have any rights to the portion of the equity
award that is so reduced.

Nontransferability of Equity Awards

Unless determined otherwise by the Plan Administrator, an equity award may not be sold, pledged, assigned, hypothecated, transferred, or disposed
of in any manner other than by will, by the laws of descent or distribution, or if we so permit, by beneficiary designation, and may be exercised, during the
lifetime of the participant, only by the participant. If the Plan Administrator makes an equity award transferable, such equity award will contain such
additional terms and conditions as the Plan Administrator deems appropriate provided, however, that in no event may any equity award be transferred for
consideration to a third-party financial institution.

Clawback/Recovery

The Plan Administrator may specify in an equity award agreement that the participant’s rights, payments, and/or benefits with respect to an equity
award will be subject to reduction, cancellation, forfeiture, and/or recoupment upon the occurrence of certain specified events, in addition to any
applicable vesting, performance or other conditions and restrictions of an equity award. Notwithstanding any provisions to the contrary under the Equity
Incentive Plan, an equity award granted under the Equity Incentive Plan will be subject to any clawback policy as may be established and/or amended
from time to time by us. The Plan Administrator may require a participant to forfeit or return to and/or reimburse us for all or a portion of the equity award
and/or shares issued under the equity award, any amounts paid under the equity award, and any payments or proceeds paid or provided upon disposition of
the shares issued under the equity award, pursuant to the terms of such company policy or as necessary or appropriate to comply with applicable laws.

Adjustment

In the event of a stock split, reverse stock split, stock dividend, combination, consolidation, recapitalization or reclassification of the shares,
subdivision of the shares, a rights offering, a reorganization, merger, spin-off, split-up, repurchase, or exchange of the Company common stock or other
securities of us or other significant corporate transaction, or other change affecting the Company common stock occurs, the Plan Administrator, in order to
prevent dilution, diminution or enlargement of the benefits or potential benefits intended to be made available under the Equity Incentive Plan, will, in
such manner as it may deem equitable, adjust the number, kind and class of securities that may be delivered under the Equity Incentive Plan and/or the
number, class, kind and price of securities covered by each outstanding equity award; provided that all such adjustments will be made in a manner that
does not result in taxation under Section 409A of the Code (“Section 409A”).
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Dissolution or Liquidation

In the event of the proposed winding up, dissolution or liquidation of us, the Plan Administrator will notify each participant as soon as practicable
prior to the effective date of such proposed transaction. To the extent it has not been previously exercised or settled, an equity award will terminate
immediately prior to the consummation of such proposed action.

Corporate Transaction

In the event of (i) a transfer of all or substantially all of our assets, (ii) a merger, consolidation or other capital reorganization or business
combination transaction of us with or into another corporation, entity or person, (iii) the consummation of a transaction, or series of related transactions, in
which any person becomes the beneficial owner directly or indirectly, of more than 50% of our then outstanding capital stock, or (iv) a “Change in
Control” (as defined in the Equity Incentive Plan) each outstanding equity award (vested or unvested) will be treated as the Plan Administrator determines,
which determination may provide for one or more of the following: (a) the continuation of such outstanding equity awards (if we are the surviving
corporation); (b) the assumption of such outstanding equity awards by the surviving corporation or its parent; (c) the substitution by the surviving
corporation or its parent of new stock options or other equity awards for such equity awards; (d) the cancellation of such equity awards in exchange for a
payment to the participants equal to the excess of (1) the fair market value of the shares subject to such equity awards as of the closing date of such
corporate transaction over (2) the exercise price or purchase price paid or to be paid (if any) for the shares subject to the equity award; provided that such
payment may be subject to the same conditions that apply to the consideration that will be paid to holders of shares in connection with the transaction,
(subject to applicable laws); (e) the full or partial acceleration of vesting, exercisability, payout or accelerated expiration of an outstanding equity award,
lapse of our right to repurchase or re-acquire shares acquired under an equity award or lapse of forfeiture rights with respect to shares acquired under an
equity award; (f) the opportunity for participants to exercise their stock options and/or SARs prior to the occurrence of the corporate transaction and the
termination (for no consideration) upon the consummation of such corporate transaction of any stock options not exercised prior thereto or (g) the
cancellation of such outstanding equity awards in exchange for no consideration.

Change in Control

An equity award may be subject to additional acceleration of vesting and exercisability upon or after a “change in control” (as defined in the Equity
Incentive Plan) as may be provided in the equity award agreement for such equity award or as may be provided in any other written agreement between us
or any of our affiliates and the participant, but in the absence of such provision, no such acceleration will occur (unless otherwise determined by the Plan
Administrator in connection with a corporate transaction).

Amendment, Termination and Duration of the Equity Incentive Plan

If approved by our shareholders, the Equity Incentive Plan will continue in effect unless terminated earlier under the terms of the Equity Incentive
Plan. The Plan Administrator may at any time amend, alter, suspend or terminate the Equity Incentive Plan. No incentive stock options may be granted
after October 18, 2031. No awards may be granted under the Equity Incentive Plan while the Equity Incentive Plan is suspended or after it is terminated.

U.S. Federal Tax Aspects

A participant who receives a stock option or SAR will not have taxable income upon the grant of the stock option or SAR. For nonstatutory stock
options and SARs, the participant will recognize ordinary income upon exercise in an amount equal to the excess of the fair market value of the shares over
the exercise price—the appreciation value—on the date of exercise. Any additional gain or loss recognized upon any later disposition of the shares
generally will be long-term or short-term capital gain or loss, depending on whether the shares are held for more than one year.
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The purchase of shares upon exercise of an incentive stock option will not result in any taxable income to the participant, except for purposes of the
alternative minimum tax. Gain or loss recognized by the participant on a later sale or other disposition of the shares will be capital gain or loss and/or
ordinary income depending upon whether the participant holds the shares transferred upon exercise for a specified period. If the shares are held for the
specified period, any gain generally will be taxed at long-term capital-gain rates. If the shares are not held for the specified period, generally any gain up
to the excess of the fair market value of the shares on the date of exercise over the exercise price will be treated as ordinary income. Any additional gain
generally will be taxable at long-term or short-term capital-gain rates, depending on whether the participant held the shares for more than one year after
the exercise date. A participant who receives restricted stock will not have taxable income until vesting unless the participant timely files an election
under Section 83(b) of the Code to be taxed at the time of grant. The participant will recognize ordinary income equal to the fair market value of the shares
at the time of vesting less the amount paid for such shares (if any) if no such election is made. Any additional gain or loss recognized upon any later
disposition of the shares generally will be long-term or short-term capital gain or loss, depending on whether the shares are held for more than one year. If
a participant timely files a Section 83(b) election, the participant will recognize ordinary income equal to the fair market value of the shares at the time of
purchase or grant less the amount paid for such shares (if any).

A participant who receives RSUs will not have taxable income upon grant of the equity award; instead the participant will be taxed upon settlement
of the equity award. The participant will recognize ordinary income upon settlement equal to the fair market value of the shares or the amount of cash
received by the participant. In addition, Section 409A imposes certain restrictions on deferred compensation arrangements. Equity awards that are treated
as deferred compensation under Section 409A are intended to meet the requirements of this section of the Code.

Prior to the delivery of any shares or cash pursuant to an equity award (or exercise thereof) or prior to any time the equity award or shares are subject
to taxation or other tax-related items, we and/or the participant’s employer will have the power and the right to deduct or withhold, or require a participant
to remit to us, an amount sufficient to satisfy any tax-related items or other items that are required to be withheld or deducted or otherwise applicable with
respect to such equity award.

The Plan Administrator may, at its discretion and pursuant to such procedures as it may specify from time to time, permit a participant to satisfy such
withholding or deduction obligations or any other tax-related items, in whole or in part by (without limitation) paying cash, electing to have us withhold
otherwise deliverable cash or shares, or delivering to us already-owned shares; provided that, unless the Plan Administrator permits otherwise, any
proceeds derived from a cashless exercise must be an approved broker-assisted cashless exercise or the cash or shares withheld or delivered must be
limited to avoid financial accounting charges under applicable accounting guidance or shares must have been previously held for the minimum duration
required to avoid financial accounting charges under applicable accounting guidance. The fair market value of the shares to be withheld or delivered will
be determined based on such methodology that we deem to be reasonable and in accordance with applicable laws.

We will be entitled to a tax deduction in connection with an equity award under the Equity Incentive Plan only in an amount equal to the ordinary
income realized by the participant and at the time the participant recognizes the income. Section 162(m) of the Code places a limit of $1 million on the
amount of compensation that we may deduct as a business expense in any year with respect to certain of our most highly paid executive officers. While the
Plan Administrator considers the deductibility of compensation as one factor in determining executive compensation, the Plan Administrator retains the
discretion to award and pay compensation that is not deductible as it believes that it is in the best interests of our stockholders to maintain flexibility in our
approach to executive compensation and to structure a program that we consider to be the most effective in attracting, motivating and retaining key
employees.
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2021 Employee Stock Purchase Plan

In October 2021, our Board, subject to stockholder approval, adopted the 2021 Employee Stock Purchase Plan (the “Employee Stock Purchase
Plan”), and in November 2021 our stockholders approved the Employee Stock Purchase Plan. The Employee Stock Purchase Plan became effective upon
the Closing.

Purpose

The Employee Stock Purchase Plan provides a means by which eligible employees and/or eligible service providers of either our company or
designated related corporations and affiliates (“Designated Companies”) may be given an opportunity to purchase shares of Company common stock. The
Employee Stock Purchase Plan permits us to grant a series of purchase rights to eligible employees and eligible service providers. By means of the
Employee Stock Purchase Plan, we seek to (i) retain and assist our related corporations and affiliates in retaining the services of such eligible employees
and eligible service providers, (ii) secure and retain the services of new eligible employees and eligible service providers and (iii) provide incentives for
such persons to exert maximum efforts for our success and that of our related corporations and affiliates.

Qualified and Non-Qualified Offerings Permitted

The Employee Stock Purchase Plan includes two components: a “423 Component” and a “Non-423 Component.” We intend the 423 Component to
qualify as an “employee stock purchase plan” pursuant to Section 423 of the Code. The provisions of the 423 Component will be construed in a manner
that is consistent with the requirements of Section 423 of the Code, including without limitation, to extend and limit Employee Stock Purchase Plan
participation in a uniform and non-discriminating basis. In addition, the Employee Stock Purchase Plan authorizes grants of purchase rights under the Non-
423 Component that do not meet the requirements of an “employee stock purchase plan” under Section 423 of the Code. Except as otherwise provided in
the Employee Stock Purchase Plan or determined by the Employee Stock Purchase Plan Administrator (as defined below), the Non-423 Component will
be operated and administered in the same manner as the 423 Component. Eligible employees will be able to participate in the 423 Component or Non-423
Component of the Employee Stock Purchase Plan. Eligible service providers will only be able to participate in the Non-423 Component of the Employee
Stock Purchase Plan.

Administration

The Company board of directors has the power to delegate administration of the Employee Stock Purchase Plan to a committee composed of not
fewer than one member of the Company board of directors. The Employee Stock Purchase Plan will be administered by the Company board of directors or
a committee thereof (the “Employee Stock Purchase Plan Administrator”). The Employee Stock Purchase Plan Administrator has the final power to
construe and interpret both the Employee Stock Purchase Plan and the rights granted under it. The Employee Stock Purchase Plan Administrator has the
power, subject to the provisions of the Employee Stock Purchase Plan, to determine when and how rights to purchase Company common stock will be
granted, the provisions of each offering of such rights (which need not be identical), and whether any employee or other service provider will be eligible to
participate in the 423 Component or Non-423 Component of the Employee Stock Purchase Plan. Whether or not the Company board of directors has
delegated administration of the Employee Stock Purchase Plan to a committee, the Company board of directors will have the final power to determine all
questions of policy and expediency that may arise in the administration of the Employee Stock Purchase Plan.

Restart

To the extent more than one purchase period is provided during an offering, the Employee Stock Purchase Plan Administrator will have the
discretion to structure such offering so that if the fair market value of a share on
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the first trading day of a new purchase period within that offering is less than or equal to the fair market value of a share on the offering date for that
offering, then (i) that offering will terminate as of the purchase date specified with respect to such purchase period, after giving effect to such purchase on
the applicable purchase date, (ii) all contribution amounts not applied to the purchase of shares after giving effect to such purchase on the applicable
purchase date will be refunded to the applicable participants and (iii) the participants in such terminated offering will be automatically enrolled in a new
offering beginning on the first trading day of such new offering period and purchase period.

Stock Subject to Employee Stock Purchase Plan

Subject to adjustments as provided in the Employee Stock Purchase Plan, the maximum number of shares of Company common stock that may be
issued under the Employee Stock Purchase Plan will not exceed 1,294,492 shares of Common Stock, which is equal to one and one-half percent (1.5%) of
the total number of issued and outstanding shares of Company common stock as of immediately following the Closing, plus the number of shares of
Company common stock that are automatically added on the first day of each fiscal year beginning with the 2022 fiscal year and ending on (and including)
the first day of the 2031 fiscal year in an amount, in each case, equal to the lesser of (i) one percent (1%) of the total number of shares of Company
common stock outstanding on the last day of the immediately preceding fiscal year and (ii) the number of shares of Company common stock initially
reserved for issuance under the Employee Stock Purchase Plan, unless the Employee Stock Purchase Plan Administrator determines prior to the first day of
any fiscal year that there will be no increase in the share reserve for such fiscal year or that the increase in the share reserve for such fiscal year will be a
lesser number of shares of Company common stock. If any purchase right granted under the Employee Stock Purchase Plan terminates without having
been exercised in full, the shares of Company common stock not purchased under such purchase right will again become available for issuance under the
Employee Stock Purchase Plan.

Offerings

The Employee Stock Purchase Plan is implemented by offerings of rights to all eligible employees and eligible service providers from time to time.
Offerings may be comprised of one or more purchase periods. The maximum length for an offering under the Employee Stock Purchase Plan is 27 months.
The provisions of separate offerings need not be identical. When a participant elects to join an offering, he or she is granted a purchase right to acquire
shares of Company common stock on each purchase date within the offering, each corresponding to the end of a purchase period within such offering. On
each purchase date, all payroll deductions collected from the participant during such purchase period are automatically applied to the purchase of Company
common stock, subject to certain limitations.

Eligibility

Purchase rights may be granted only to our employees, employees of designated related corporations or, solely with respect to the Non-423
Component, employees of designated affiliates (other than a designated related corporation) or eligible service providers. The Employee Stock Purchase
Plan Administrator may provide that employees will not be eligible to be granted purchase rights under the 423 Component (and if so determined by the
board of directors under the Non-423 Component) if, on the offering date, the employee (i) has not completed at least 2 years of service since the
employee’s last hire date (or such lesser period as the Employee Stock Purchase Plan Administrator may determine), (ii) customarily works not more than
20 hours per week (or such lesser period as the Employee Stock Purchase Plan Administrator may determine), (iii) customarily works not more than 5
months per calendar year (or such lesser period as the Employee Stock Purchase Plan Administrator may determine), (iv) is a highly compensated
employee within the meaning of the Code, or (v) has not satisfied such other criteria as the Employee Stock Purchase Plan Administrator may determine
consistent with Section 423 of the Code. Unless otherwise determined by the Employee Stock Purchase Plan Administrator for any offering, an employee
will not be eligible to be granted purchase rights unless, on the offering date, the employee customarily works more than 20 hours per week and more than
5 months per calendar year.
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No employee will be eligible for the grant of any purchase rights under the 423 Component (and if so determined by the board of directors for the
Non-423 Component) if, immediately thereafter, such employee owns stock possessing 5% or more of the total combined voting power or value of all
classes of our stock or the stock of any related corporation. An eligible employee may be granted purchase rights under the 423 Component (and if so
determined by the board of directors for the Non-423 Component) only if such purchase rights, together with any other rights granted under all our and any
related corporations’ employee stock purchase plans, do not permit such eligible employee’s rights to purchase stock to accrue in excess of $25,000 worth
of stock in any calendar year.

Participation in the Employee Stock Purchase Plan

On each offering date, each eligible employee or eligible service provider, pursuant to an offering made under the Employee Stock Purchase Plan,
will be granted a purchase right to purchase up to that number of shares of Company common stock purchasable either with a percentage or with a
maximum dollar amount, as designated by the Employee Stock Purchase Plan Administrator; provided however, that in the case of eligible employees,
such percentage or maximum dollar amount will in either case not exceed 15% of such employee’s earnings during the period that begins on the offering
date (or such later date as the Employee Stock Purchase Plan Administrator determines for a particular offering) and ends on the date stated in the offering,
which date will be no later than the end of the offering, unless otherwise provided for in an offering.

Purchase Price

The purchase price of shares of Company common stock acquired pursuant to purchase rights will be not less than the lesser of (i) 85% of the fair
market value of the shares of Company common stock on the offering date; or (ii) 85% of the fair market value of the shares of Company common stock
on the applicable purchase date (i.e. the last day of the applicable purchase period).

Payment of Purchase Price; Payroll Deductions

The purchase price of the shares is accumulated by payroll deductions over the offering. To the extent permitted in the offering document, a
participant may increase, reduce or terminate his or her payroll deductions. All payroll deductions made on behalf of a participant are credited to his or her
account under the Employee Stock Purchase Plan and deposited with our general funds. To the extent permitted in the offering document, a participant
may make additional payments into such account. If required under applicable laws or regulations or if specifically provided in the offering, in addition to
or instead of making contributions by payroll deductions, a participant may make contributions through a payment by cash, check, or wire transfer prior to
a purchase date, in a manner we direct.

Purchase of Stock

The Employee Stock Purchase Plan Administrator will establish one or more purchase dates during an offering on which purchase rights granted for
that offering will be exercised and shares of Company common stock will be purchased in accordance with such offering. In connection with each offering,
the Employee Stock Purchase Plan Administrator may specify a maximum number of shares of Company common stock that may be purchased by any
participant or all participants. If the aggregate purchase of shares of Company common stock issuable on exercise of purchase rights granted under the
offering would exceed any such maximum aggregate number, then, in the absence of any Employee Stock Purchase Plan Administrator action otherwise, a
pro rata (based on each participant’s accumulated contributions) allocation of the shares of Company common stock available will be made in as nearly a
uniform manner as will be practicable and equitable.

Withdrawal

During an offering, a participant may cease making contributions and withdraw from the offering by delivering to us or any third party designated
by us a company provided withdrawal form. We may impose a
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deadline before a purchase date for withdrawing. On such withdrawal, such participant’s purchase right in that offering will immediately terminate and we
will distribute as soon as practicable to such participant all of his or her accumulated but unused contributions without interest. A participant’s withdrawal
from that offering will have no effect on his or her eligibility to participate in any other offerings under the Employee Stock Purchase Plan, but such
participant will be required to deliver a new enrollment form to participate in subsequent offerings.

Termination of Eligibility

Purchase rights granted pursuant to any offering under the Employee Stock Purchase Plan will terminate immediately if the participant either (i) is no
longer an eligible employee or eligible service provider for any reason or for no reason, or (ii) is otherwise no longer eligible to participate. We will have
the exclusive discretion to determine when a participant is no longer actively providing services and the date of the termination of employment or service
for purposes of the Employee Stock Purchase Plan. As soon as practicable, we will distribute to such individual all of his or her accumulated but unused
contributions without interest.

Leave of Absence.

A participant will not be deemed to have terminated employment or failed to remain continuously employed by us or a Designated Company in the
case of sick leave, military leave, or any other leave of absence approved by us; provided that such leave is for a period of not more than three months or
reemployment upon the expiration of such leave is guaranteed by contract or statute. We will have sole discretion to determine whether a participant has
terminated employment and the effective date on which the participant terminated employment, regardless of any notice period or garden leave required
under local law. Where the period of leave exceeds three months and an employee’s right to reemployment is not guaranteed either by statute or by
contract, the employment relationship will be deemed to have terminated three months and one day following the commencement of such leave.

Employment Transfers.

Unless otherwise determined by the Employee Stock Purchase Plan Administrator, a participant whose employment (or in the case of an eligible
service provider, service) transfers or whose employment (or in the case of an eligible service provider, service) terminates with an immediate rehire (or in
the case of an eligible service provider, reengagement) with no break in employment (or in the case of an eligible service provider, service) by or between
us and a Designated Company or between Designated Companies will not be treated as having terminated employment (or in the case of an eligible
service provider, service) for purposes of participating in the Employee Stock Purchase Plan or an offering; however, if a participant transfers from an
offering under the 423 Component to an offering under the Non-423 Component, the exercise of the participant’s purchase right will be qualified under the
423 Component only to the extent such exercise complies with Section 423 of the Code. If a participant transfers from an offering under the Non-423
Component to an offering under the 423 Component, the exercise of the purchase right will remain non-qualified under the Non-423 Component. In the
event that a participant’s purchase right is terminated under the Employee Stock Purchase Plan, we will distribute as soon as practicable to such individual
all of his or her accumulated but unused contributions without interest.

Restrictions on Transfer

During a participant’s lifetime, purchase rights will be exercisable only by such participant. Purchase rights are not transferable by a participant,
except by will, by the laws of descent and distribution, or, if we so permit, by a beneficiary designation.
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Exercise of Purchase Rights

On each purchase date, each participant’s accumulated contributions will be applied to the purchase of shares of Company common stock, up to the
maximum number of shares of Company common stock permitted by the Employee Stock Purchase Plan and the applicable offering, at the purchase price
specified in the offering. Unless otherwise specified in the offering, no fractional shares will be issued and, if any amount of accumulated contributions
remains in a participant’s account after the purchase of shares of Company common stock on the final purchase date in an offering, such remaining amount
will roll over to the next offering.

No purchase rights may be exercised to any extent unless and until the shares of Company common stock to be issued on such exercise under the
Employee Stock Purchase Plan are covered by an effective registration statement pursuant to the Securities Act, and the Employee Stock Purchase Plan is
in material compliance with all applicable U.S. federal and state, foreign and other securities, exchange control, and other laws applicable to the Employee
Stock Purchase Plan. If, on the purchase date, as delayed to the maximum extent permissible, the shares of Company common stock are not registered and
the Employee Stock Purchase Plan is not in material compliance with all applicable laws or regulations, as determined by us in our sole discretion, no
purchase rights will be exercised and all accumulated but unused contributions will be distributed as soon as practicable to the participants without interest.

Capitalization Adjustments

In the event of a capitalization adjustment, the Employee Stock Purchase Plan Administrator will appropriately and proportionately adjust: (i) the
class(es) and maximum number of securities subject to the Employee Stock Purchase Plan, (ii) the class(es) and maximum number of securities by which
the share reserve is to increase automatically each year pursuant to the Employee Stock Purchase Plan, (iii) the class(es) and number of securities subject
to, and the purchase price applicable to outstanding offerings and purchase rights, and (iv) the class(es) and number of securities that are the subject of the
purchase limits under each ongoing offering.

Dissolution or Liquidation

In the event of our company’s dissolution or liquidation, the Employee Stock Purchase Plan Administrator will shorten any offering then in progress
by setting a new purchase date prior to the consummation of such proposed dissolution or liquidation. The Employee Stock Purchase Plan Administrator
will notify each participant in writing, prior to the new purchase date that the purchase date for the participant’s purchase rights has been changed to the
new purchase date and that such purchase rights will be automatically exercised on the new purchase date, unless prior to such date the participant has
withdrawn from the offering.

Effect of Certain Corporate Transactions

In the event of:
 

 •  a transfer of all or substantially all of our company’s assets;
 

 •  a merger, consolidation or other capital reorganization or business combination transaction of our company with or into another corporation,
entity or person; or

 

 •  the consummation of a transaction, or series of related transactions, in which any person becomes the beneficial owner, directly or indirectly,
of more than 50% of our then outstanding capital stock;

then: (i) any surviving corporation or acquiring corporation (or the surviving or acquiring corporation’s parent company) may assume or continue
outstanding purchase rights or may substitute similar rights for outstanding purchase rights, or (ii) if any surviving or acquiring corporation (or its parent
company) does not assume or continue such purchase rights or does not substitute similar rights for such purchase rights, then the participants’
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accumulated contributions will be used to purchase shares of Company common stock prior to the corporate transaction under the outstanding purchase
rights, and the purchase rights will terminate immediately after such purchase. The Employee Stock Purchase Plan Administrator will notify each
participant in writing, prior to the new purchase date that the purchase date for the participant’s purchase rights has been changed to the new purchase date
and that such purchase rights will be automatically exercised on the new purchase date unless prior to such date the participant has withdrawn from the
offering.

Spin-Off

In the event of a spin-off or similar transaction involving us, the Employee Stock Purchase Plan Administrator may take actions deemed necessary or
appropriate in connection with an ongoing offering and subject to compliance with applicable laws (including the assumption of purchase rights under an
ongoing offering by the spun-off company, or shortening an offering and scheduling a new purchase date prior to the closing of such transaction). In the
absence of any such action by the Employee Stock Purchase Plan Administrator, a participant in an ongoing offering whose employer ceases to qualify as a
related corporation as of the closing of a spin-off or similar transaction will be treated in the same manner as if the participant had terminated employment.

Amendment, Termination or Suspension of the Employee Stock Purchase Plan

The Employee Stock Purchase Plan Administrator may amend the Employee Stock Purchase Plan at any time in any respect the Employee Stock
Purchase Plan Administrator deems necessary or advisable. However, except with respect to capitalization adjustments described above, stockholder
approval will be required for any amendment of the Employee Stock Purchase Plan for which stockholder approval is required by applicable laws,
regulations or listing requirements, including any amendment that either (i) increases the number of shares of Company common stock available for
issuance under the Employee Stock Purchase Plan, (ii) expands the class of individuals eligible to become participants and receive purchase rights,
(iii) materially increases the benefits accruing to participants under the Employee Stock Purchase Plan or reduces the price at which shares of Company
common stock may be purchased under the Employee Stock Purchase Plan, (iv) extends the term of the Employee Stock Purchase Plan, or (v) expands the
types of awards available for issuance under the Employee Stock Purchase Plan, but in each case only to the extent stockholder approval is required by
applicable laws.

The Employee Stock Purchase Plan Administrator may suspend or terminate the Employee Stock Purchase Plan at any time. No purchase rights may
be granted under the Employee Stock Purchase Plan while the Employee Stock Purchase Plan is suspended or after it is terminated.

Any benefits, privileges, entitlements, and obligations under any outstanding purchase rights granted before an amendment, suspension, or
termination of the Employee Stock Purchase Plan will not be materially impaired by any such amendment, suspension, or termination except (i) with the
consent of the person to whom such purchase rights were granted, (ii) as necessary to comply with any laws, listing requirements, or governmental
regulations, or (iii) as necessary to obtain or maintain any special tax, listing, or regulatory treatment.

Federal Income Tax Information

The following generally summarizes the U.S. federal income tax consequences that will arise with respect to participation in the Employee Stock
Purchase Plan and with respect to the sale of Company common stock acquired under the Employee Stock Purchase Plan, but it is not a detailed or
complete description of all U.S. federal tax laws or regulations that may apply, and does not address any local, state or foreign laws. Therefore, no one
should rely on this summary for individual tax compliance, planning or decisions. Participants in the Employee Stock Purchase Plan should consult their
own professional tax advisors concerning tax aspects of rights under the Employee Stock Purchase Plan. Nothing in this prospectus is written or intended
to be used, and cannot be used, for the purposes of avoiding taxpayer penalties. The discussion below concerning tax deductions
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that may become available to us under U.S. federal tax law is not intended to imply that we will necessarily obtain a tax benefit or asset from those
deductions. Taxation of equity-based payments in other countries is complex, does not generally correspond to federal tax laws, and is not covered by the
summary below. This summary also assumes that the 423 Component complies with Code Section 423 and is based on the tax laws in effect as of the date
of this prospectus. Changes to these laws could alter the tax consequences described below.

As described above, the Employee Stock Purchase Plan has a 423 Component and a Non-423 Component. The tax consequences for a U.S. taxpayer
will depend on whether he or she participates in the 423 Component or the Non-423 Component.

423 Component

Rights granted under the 423 Component are intended to qualify for favorable federal income tax treatment associated with rights granted under an
employee stock purchase plan which qualifies under the provisions of Section 423 of the Code. Under this component, a participant will be taxed on
amounts withheld for the purchase of Company common stock as if such amounts are actually received. Otherwise, no income will be taxable to a
participant as a result of the granting or exercise of a purchase right until disposition of the acquired shares. The taxation upon disposition will depend
upon the holding period of the acquired shares:
 

 

•  If the stock is disposed of more than 2 years after the beginning of the offering and more than one year after the stock is transferred to the
participant, then the lesser of (i) the excess of the fair market value of the stock at the time of such disposition over the purchase price, or
(ii) the excess of the fair market value of the stock as of the beginning of the offering over the purchase price (determined as of the beginning
of the offering) will be treated as ordinary income. Any further gain or any loss will be taxed as a long-term capital gain or loss.

 

 

•  If the stock is sold or disposed of before the expiration of either of the holding periods described above, then the excess of the fair market
value of the stock on the purchase date over the purchase price will be treated as ordinary income at the time of such disposition. The balance
of any gain will be treated as capital gain. Even if the stock is later disposed of for less than its fair market value on the purchase date, the
same amount of ordinary income is attributed to the participant, and a capital loss is recognized equal to the difference between the sales
price and the fair market value of the stock on such purchase date.

Any compensation income that a participant receives upon sale of the Company common stock that he or she purchased under the 423 Component
is not subject to withholding for income, Medicare or social security taxes. Any capital gain or loss will be short-term or long-term, depending on how
long the stock has been held.

Non-423 Component

Rights granted under the Non-423 Component are not intended to qualify for favorable federal income tax treatment associated with rights granted
under an “employee stock purchase plan” which qualifies under the provisions of Section 423 of the Code. Under this component, a participant will have
compensation income equal to the value of the Company common stock on the day he or she purchases the Company common stock, less the purchase
price. When a participant sells the Company common stock purchased under the Employee Stock Purchase Plan, he or she also will have a capital gain or
loss equal to the difference between the sales proceeds and the value of the Company common stock on the day he or she purchased the stock. Any capital
gain or loss will be short-term or long-term, depending on how long the stock has been held.

Any compensation income that a participant receives upon sale of the Company common stock that he or she purchased under the Non-423
Component is subject to withholding for income, Medicare and social security taxes, as applicable.
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Tax Consequences to Company

If the participant makes a disqualifying disposition of shares purchased under the Employee Stock Purchase Plan, the excess of the fair market value
of the shares on the date of purchase over the purchase price will be treated as ordinary income to the participant at the time of such disposition and the
Company will be entitled to an income tax deduction for the same amount for the taxable year of the Company in which the disposition occurs, although
the income tax deduction may be limited by the deductibility of compensation paid to certain of our officers under Section 162(m) of the Code. In no other
instance will the Company be allowed a deduction with respect to the participant’s disposition of the purchased shares. Any additional gain (or loss) on the
disposition of the purchased shares will be a capital gain (or loss) to the participant.

Non-Employee Director Compensation

In 2021, we did not have a formal compensation policy for our non-employee directors (“Outside Directors”), nor did we have a formal policy of
reimbursing expenses incurred by Outside Directors in connection with their Board service. However, in 2021, we granted our Outside Directors equity
awards in the form of change-in-control restricted stock awards (“RSAs”) or restricted stock units (“RSUs”). The awards were issued under our 2020 Plan,
which was terminated and replaced with our 2021 Equity Incentive Plan (“2021 Plan”) in October 2021. The following table sets forth information
concerning the compensation of our Outside Directors during the year ended December 31, 2021.
 

Name   
Fees earned or
paid in cash ($)   

Stock
awards ($)(1)  Total ($)  

Pamela Brewster    —      495,479(4)   495,479 
Matthew Nordby(2)    —      —     —   
Mark J. Nelson(3)    —      1,709,903(5)   1,709,903 
Edward C. Forst(2)    —      —     —   

 
(1) Stock awards are reported at aggregate grant date fair value in the year granted, as determined in accordance with the provisions of FASB ASC

Topic 718. For the assumptions used in valuing these awards for purposes of computing this expense, see Note 12, Stock-Based Compensation, to
the Consolidated Financial Statements for the year ended December 31, 2021.

(2) Commenced service as a director on November 16, 2021.
(3) Commenced service as a director on May 13, 2021.
(4) Ms. Brewster was granted 49,697 RSUs (as converted in the Business Combination) on November 8, 2021, as amended on November 14, 2021. The

RSUs vested in full on February 16, 2022. Ms. Brewster held 49,697 unvested RSUs with an aggregate value of $320,546, based on the closing price
of our common stock on the NYSE on December 31, 2021 ($6.45).

(5) Mr. Nelson was granted 253,319 RSUs (as converted in the Business Combination) on April 12, 2021. As amended, 25% of the RSUs vested on the
consummation of the Business Combination, and the remaining 75% of the RSUs vested (or are scheduled to vest) over the 36-month period
following April 12, 2021, in equal quarterly amounts, subject to Mr. Nelson continuing to be a service provider on each such quarterly vesting dates.
Notwithstanding the foregoing, 100% of the RSUs will vest immediately upon a Change in Control (as defined in the Equity Incentive Plan)
resulting in aggregate proceeds to the Company or its stockholders of not less than $30,000,000, subject to Mr. Nelson’s continued service on each
such date. As of December 31, 2021, the Company had vested 105,550 of Mr. Nelson’s RSUs, and Mr. Nelson held 147,769 unvested RSUs with an
aggregate value of $953,110, based on the closing price of our common stock on the NYSE on December 31, 2021 ($6.45).

Non-Employee Director Compensation Policy

In January 2022, the Board, upon recommendation from our compensation committee, adopted the Non-Employee Director Compensation Plan,
which sets forth the terms upon which Outside Directors are compensated for their Board service.
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Outside Directors are entitled to (a) annual cash retainers, payable in arrears in equal quarterly installments following the end of each fiscal quarter in
which their service occurred, and (b) equity awards, which are granted under the Plan or any successor equity plan adopted by the Board and Company
stockholders as follows:

Annual Board Member Service Retainer
 

 •  All Outside Directors: $87,500
 

 •  Outside Director serving as Lead Independent Director: $15,000 (in addition to above)

Annual Committee Member Service Retainer
 

 •  Member of the Audit Committee: $10,000
 

 •  Member of the Compensation Committee: $7,500
 

 •  Member of the Nominating and Corporate Governance Committee: $5,000

Annual Committee Chair Service Retainer (in lieu of Annual Committee Member Service Retainer)
 

 •  Chairperson of the Audit Committee: $20,000
 

 •  Chairperson of the Compensation Committee: $15,000
 

 •  Chairperson of the Nominating and Corporate Governance Committee: $10,000

Equity Compensation
 

 
•  Upon initial election or appointment to the Board, an RSU award, as determined by the Board, with a grant date value of $175,000, which

will vest in three equal annual installments beginning on the first anniversary of the date of grant, subject to the Outside Director’s continuous
service through each applicable vesting date; and

 

 

•  At each annual stockholders’ meeting following the Outside Director’s appointment to the Board and such director’s service on the Board for
a minimum of six months, an additional RSU award, as determined by the Board, with a grant date value of $87,500, which will vest in full
upon the earlier of the first anniversary of the date of grant or the next annual stockholders’ meeting, subject to the Outside Director’s
continuous service through the applicable vesting date.

Notwithstanding the foregoing, for each Outside Director who remains in continuous service as a member of the Board until immediately prior to the
consummation of a “change in control” (as defined in the Equity Incentive Plan), any unvested portion of an equity award granted in consideration of the
Outside Director’s service as a member of the Board will vest in full immediately prior to, and contingent upon, the consummation of such change in
control.

The Board has discretion to grant additional equity awards to certain Outside Directors for services to the Company that exceed the standard
expectations for an Outside Director or for other circumstances determined to be appropriate by the Board. The Company will also reimburse directors for
their reasonable out-of-pocket expenses in connection with attending Board and committee meetings.
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 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Other than compensation and indemnification arrangements for our directors and executive officers, which are described elsewhere in this
prospectus, the following is a description of each transaction since January 1, 2020 and each currently proposed transaction in which:
 

 •  we, Leo or Legacy Local Bounti have been or are to be a participant;
 

 •  the amounts involved exceeded or exceeds $120,000; and
 

 •  any of our directors, executive officers or holders of more than 5% of our outstanding capital stock, or any immediate family member of, or
person sharing the household with, any of these individuals or entities, had or will have a direct or indirect material interest.

Amended and Restated Registration Rights Agreement

In connection with the Closing of the Business Combination, that certain Registration Rights Agreement, dated March 2, 2021, among the Company
and certain persons and entities holding securities of the Company (the “IPO Registration Rights Agreement”), was amended and restated and the
Company, certain persons and entities holding securities of the Company prior to the Closing (the “Initial Holders”) and certain persons and entities
receiving common stock or instruments exercisable for common stock in connection with the Business Combination (the “New Holders” and, together
with the Initial Holders, the “Registration Rights Holders”) entered into an amended and restated registration rights agreement (the “A&R Registration
Rights Agreement”). Pursuant to the A&R Registration Rights Agreement, we filed with the SEC (at our sole cost and expense) a registration statement on
December 10, 2021, registering the resale of certain securities held by or issuable to the Registration Rights Holders (the “Resale Registration Statement”),
and the Resale Registration Statement was declared effective on December 23, 2021. In certain circumstances, certain of the Registration Rights Holders
can demand up to three underwritten offerings, and all of the Registration Rights Holders are entitled to customary piggyback registration rights. The A&R
Registration Rights Agreement does not provide for the payment of any cash penalties by the Company if it fails to satisfy any of its obligations under the
A&R Registration Rights Agreement.

Lock-Up Arrangements

In connection with the Closing of the Business Combination, Legacy Local Bounti securityholders entered into agreements (the “Lock-Up
Agreements”) pursuant to which they agreed, subject to certain customary exceptions, not to (a) sell, offer to sell, contract or agree to sell, hypothecate,
pledge, grant any option to purchase or otherwise dispose of or agree to dispose of, directly or indirectly, or establish or increase a put equivalent position
or liquidate or decrease a call equivalent position within the meaning of Section 16 of the Exchange Act, and the rules and regulations of the SEC
promulgated thereunder, any shares of common stock held by them immediately after the Closing, including any shares issuable upon the exercise of
options to purchase shares of common stock held by them immediately after the Closing (“Lock-Up Shares”), (b) enter into any swap or other arrangement
that transfers to another, in whole or in part, any of the economic consequences of ownership of any of such Lock-Up Shares, whether any such transaction
is to be settled by delivery of such securities, in cash or otherwise or (c) publicly announce any intention to effect any transaction specified in clause (a) or
(b) (the actions specified in clauses (a) through (c), collectively, “Transfer”) until May 18, 2022.

Pursuant to the A&R Registration Rights Agreement and, subject to certain exceptions, the Sponsor (and its permitted transferees) are contractually
restricted from selling or transferring any of their shares of common stock (not including any PIPE Shares issued in the PIPE Financing) (the “Sponsor
Lock-up Shares”). Such restrictions began at Closing and end on the earlier of (a) November 19, 2022 and (b) the earlier to occur of, subsequent to the
Closing Date, (x) the first date on which the last reported sale price of the Common Stock equals or exceeds $12.00 per share (as equitably adjusted for
share sub-divisions, share dividends,
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reorganizations, recapitalizations and the like) for any 20 trading days within any 30-trading day period commencing at least 150 days after the Closing
and (y) the date on which there is consummated a subsequent liquidation, merger, share exchange or other similar transaction which results in all of our
stockholders having the right to exchange their shares of Common Stock for cash, securities or other property.

Pre-Business Combination Related Party Transactions of Legacy Local Bounti

BrightMark Partners, LLC Management Services Agreement

In August 2018, Legacy Local Bounti entered into a management services agreement with BrightMark Partners, LLC (“BrightMark”), for certain
management services, including management, CFO, business, operational, strategic, and advisory services. The two managing partners of BrightMark,
Craig M. Hurlbert and Travis M. Joyner, are the co-founders and co-CEOs of Legacy Local Bounti. Under the agreement, the management services would
be provided for an initial term of three years that would automatically renew for an additional one-year term. As consideration for management services,
BrightMark billed Local Bounti on a monthly basis for services rendered pursuant to the management services agreement, plus and expenses. In March
2021, Legacy Local Bounti and BrightMark terminated the management services agreement.

For the years ended December 31, 2021 and 2020, Legacy Local Bounti incurred management fees of $120 thousand and $628 thousand,
respectively. Craig M. Hurlbert and Travis M. Joyner each own the interest of half amount in the transactions based on the 50% ownership of BrightMark
from each of them.

BrightMark previously held shares of Legacy Local Bounti, but distributed the shares to Wheat Wind Farms, LLC and McLeod Management Co.
LLC, which are controlled by Craig M. Hurlbert and Travis M. Joyner, the co-CEO of the Company, respectively.

Grow Bitterroot Sale Lease Back Transaction and Services Agreement

In June 2020, Legacy Local Bounti sold a greenhouse facility it had constructed to Grow Bitterroot, LLC (“Grow Bitterroot”), a qualified
opportunity zone fund owned in part by Live Oak Ventures, LLC, which owns more than 10% of our stock, and Orange Strategies LLC, of which our
director, Pamela Brewster, is Principal, for a total consideration of $4,500 thousand. Travis M. Joyner, our co-CEO, is manager of Grow Bitterroot.
Concurrently, Legacy Local Bounti and Grow Bitterroot entered into an agreement, whereby Legacy Local Bounti leases land and the greenhouse facility
from Grow Bitterroot. In addition, Legacy Local Bounti and Grow Bitterroot entered into a property maintenance and management services agreement
under which Legacy Local Bounti will provide all property maintenance and management services, including business, operational, strategic and advisory
services in exchange for an annual fee of $50,000. The property maintenance and management services agreement includes an initial term of three years
which will renew automatically unless terminated by either party with 30 days’ notice.

In July 2020, Legacy Local Bounti began providing development services to Grow Bitterroot in connection with the expansion of the Grow
Bitterroot-owned greenhouse facility. For the year ended December 31, 2021, we paid to Grow Bitterroot $812,513 under the lease agreement and $50,000
under the property maintenance and management services agreement.

BrightMark Partners LLC Short-Term Lease Agreement

In December 2020, Legacy Local Bounti entered into a short-term lease agreement with BrightMark for commercial office space. The lease may be
terminated at any time by either party upon 30 days’ written notice. The monthly rent is $2,000 per month ($24,000 per year).

McLeod Property HM LLC Commercial Lease

On June 15, 2021, Legacy Local Bounti entered into a commercial lease agreement with McLeod Property HM LLC located in Hamilton, MT,
whose owner, Bridget M. Joyner, is the wife of Travis M. Joyner, the
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Co-CEO of Legacy Local Bounti. The lease had a one-year term commencing on June 15, 2021, and ending June 14, 2022 or upon lease termination. The
lease was terminated on March 15, 2022. The monthly rent was $3,250 per month ($39,000 per year).

Right of First Refusal, Co-Sale and Pre-Emptive Rights Agreement

In July 2019, Legacy Local Bounti entered into a right of first refusal, co-sale and pre-emptive rights agreement (the “ROFR”) with certain holders
of Legacy Local Bounti’s capital stock including certain directors, officers and holders of 5% or more of Legacy Local Bounti’s capital stock. These
parties include Live Oak Ventures, LLC, Rom Ramsbacher, MSE Consulting, LLC, BrightMark (prior to the distribution of shares to entities controlled by
Craig M. Hurlbert and Travis M. Joyner in 2021), David Lincoln and Josh White. The ROFR was terminated in connection with the Closing of the
Business Combination.

Convertible Securities Financing

On April 19, 2021, Legacy Local Bounti issued and sold convertible securities (the “Convertible Notes”) to Charles R. Schwab & Helen O. Schwab
TTEE The Charles & Helen Schwab Living Trust U/A DTD 11/22/1985 (the “Charles Schwab 1985 Trust”) in an aggregate principal amount of
$10,000,000 and Charles R. Schwab TTEE The Charles & Helen Schwab Living Trust U/A DTD 11/22/1985 in an aggregate principal amount of
$5,000,000 (together with Charles Schwab 1985 Trust, the “Convertible Note Holders”). Interest on the Convertible Notes accrued at a rate of 8%,
computed on the basis of the actual number of days elapsed and a year of 365 days. The Convertible Notes Holders are affiliates and under common
control with Live Oak Ventures, LLC, a stockholder of Legacy Local Bounti. The Convertible Notes mature 24 months from the issuance date. In
connection with the Closing of the Business Combination on November 19, 2021, all Convertible Notes were converted into a number of shares of
common stock, at a conversion price equal to value of each share of common stock in the qualified SPAC transaction multiplied by 85%. The Convertible
Notes Holders have therefore been treated for all purposes as the record holder after the Business Combination. For further information on these
Convertible Notes, see Note 7, Debt, of the Consolidated Financial Statements.

Family Member

Rick D. Leggott is the control person of Bitterroot Partners, LLC, a stockholder of Legacy Local Bounti, and his immediate family member, Jeff
Leggott, is currently a full-time employee of Legacy Local Bounti.

Advisory Services Agreement

In March 2021, The Lenox Group and Legacy Local Bounti entered into an agreement pursuant to which The Lenox Group provided to Legacy Local
Bounti certain management services, including strategic and advisory services. The Lenox Group is an entity controlled by Kathleen Valiasek, the
Company’s Chief Financial Officer. Pursuant to the agreement, the payment for such services was conditioned upon the consummation of a transaction
with a special purpose acquisition company. The agreement was terminated by mutual agreement of the parties in April 2021, prior to Ms. Valiasek
becoming an employee of Legacy Local Bounti, subject to payment of amounts owing to The Lenox Group upon the closing of any such transaction. In
connection with the Closing of the Business Combination, the Company paid $850,000 to The Lenox Group and all remaining provisions of the agreement
were satisfied upon such payment.

Pre-Business Combination Related Party Transactions of Leo

Class B Ordinary Shares

On January 18, 2021, the Sponsor paid $25,000 to cover certain expenses of Leo in consideration of 5,750,000 Class B ordinary shares. On
February 25, 2021, Leo effected a share capitalization, resulting in an
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aggregate of 6,900,000 Class B ordinary shares outstanding. On February 2021, the Sponsor transferred 20,000 Class B ordinary shares to Lori Bush,
Mary E. Minnick and Mark Masinter. On March 2, 2021, the Sponsor forfeited 25,000 founder shares after the initial public offering as a result of the
underwriters’ partial exercise of the over- allotment option. Of the 6,875,000 Class B ordinary shares outstanding as of June 30, 2021, the Sponsor owned
an aggregate of 6,770,000 Class B ordinary shares and Lori Bush, Mary E. Minnick and Mark Masinter owned an aggregate of 60,000 Class B ordinary
shares. The Class B ordinary shares automatically converted into Class A ordinary shares upon the consummation of the Business Combination on a one-
for-one basis.

Private Placement Warrants

Simultaneously with the closing of the initial public offering, Leo consummated the private placement of 5,333,333 private placement warrants at a
price of $1.50 per warrant to the Sponsor, generating gross proceeds of $8,000 thousand. Each private placement warrant is exercisable for one Class A
ordinary share at a price of $11.50 per share. A portion of the proceeds from the sale of the private placement warrants were added to the proceeds from
the initial public offering to be held in the trust account. The private placement warrants are non-redeemable and exercisable on a cashless basis so long as
they are held by the Sponsor or its permitted transferees.

Related Party Loans

The Sponsor had agreed to loan Leo up to $300,000 (the “Note”) to be used for the payment of costs related to the initial public offering. The Note
was non-interest bearing, unsecured and was due on the earlier of June 30, 2021 and the closing of the initial public offering. Leo had borrowed $112,000
under the Note, which was fully repaid upon the closing of the IPO on March 2, 2021.

Administrative Services Agreement

Leo agreed, commencing on the effective date of the initial public offering through the earlier of Leo’s consummation of a business combination and
its liquidation, to pay the Sponsor a monthly fee of $10,000 for office space, secretarial and administrative services. For the period ended January 8, 2021
through the Business Combination, Leo incurred $83 thousand in fees for these services. The agreement terminated at the closing of the Business
Combination.

Leo Registration Rights Agreement

Pursuant to a registration rights agreement entered into on March 2, 2021 (the “Original Registration Rights Agreement”), the holders of the Class B
ordinary shares, private placement warrants and warrants that may be issued upon conversion of Working Capital Loans (and any Class A ordinary shares
issuable upon the exercise of the private placement warrants and warrants that may be issued upon conversion of Working Capital Loans) are entitled to
registration rights. The holders of these securities are entitled to make up to three demands, excluding short form demands, that Leo register such
securities. In addition, the holders have certain “piggy-back” registration rights with respect to registration statements filed subsequent to the completion of
the Business Combination. However, the Original Registration Rights Agreement provides that Leo will not permit any registration statement filed under
the Securities Act to become effective until termination of the applicable lock-up period. Leo will bear the expenses incurred in connection with the filing
of any such registration statements.

In connection with the Business Combination, the Original Registration Rights Agreement was terminated upon the execution of the Amended and
Restated Registration Rights Agreement.

Indemnification Agreements

The Certificate of Incorporation contains provisions limiting the liability of directors, and the Bylaws provide that Local Bounti will indemnify each
of its directors to the fullest extent permitted under Delaware law.
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Our charter documents also provide the Board with discretion to indemnify officers and employees when determined appropriate by the Board.

Local Bounti has entered into indemnification agreements with each of its directors, officers and certain other key employees. The indemnification
agreements provide that Local Bounti will indemnify each of its directors, executive officers and other key employees against any and all expenses
incurred by such director, executive officer or other key employee because of his or her status as one of Local Bounti’s directors, executive officers or
other key employees, to the fullest extent permitted by Delaware law and our charter documents. In addition, the indemnification agreements provide that,
to the fullest extent permitted by Delaware law, Local Bounti will advance all expenses incurred by its directors, executive officers, and other key
employees in connection with a legal proceeding involving his or her status as a director, executive officer or key employee. For more information
regarding these indemnification agreements, see the section entitled “Description of Securities.”

Related Party Transactions Policy

Local Bounti has adopted a written related party transaction policy. The policy provides that officers, directors, holders of more than 5% of any
class of Local Bounti’s voting securities, and any member of the immediate family of and any entity affiliated with any of the foregoing persons, will not
be permitted to enter into a related-party transaction with Local Bounti without the prior consent of the audit committee, or other independent members of
the Board in the event it is inappropriate for the audit committee to review such transaction due to a conflict of interest. Any request for Local Bounti to
enter into a transaction with an executive officer, director, nominee to become a director of Local Bounti, significant stockholder, or any of their
immediate family members or affiliates, in which the amount involved exceeds $120,000, must first be presented to the audit committee for review,
consideration, and approval. In approving or rejecting the proposed transactions, the audit committee will take into account all of the relevant facts and
circumstances available.
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 PRINCIPAL STOCKHOLDERS

The following table sets forth information regarding the beneficial ownership of shares of Common Stock of the Company as of June 15, 2022:
 

 •  each person known by the Company to be the beneficial owner of more than 5% of the Common Stock of the Company;
 

 •  each of the Company’s executive officers and directors; and
 

 •  all executive officers and directors of the Company as a group.

Beneficial ownership is determined according to the rules of the Commission, which generally provide that a person has beneficial ownership of a
security if he, she or it possesses sole or shared voting or investment power over that security, including options and warrants that are currently exercisable
or exercisable within 60 days.

The beneficial ownership of our Common Stock is based on 94,168,464 shares of Common Stock outstanding as of June 15, 2022. Shares of our
Common Stock that may be acquired by an individual or group within 60 days of June 15, 2022 pursuant to the exercise of options or warrants that are
currently exercisable or exercisable within 60 days of June 15, 2022 are deemed to be outstanding for the purpose of computing the percentage ownership
of such individual or group, but are not deemed to be outstanding for the purpose of computing the percentage ownership of any other person shown in the
table.

Unless otherwise indicated, we believe that all persons named in the table below have sole voting and investment power with respect to all shares of
voting common stock beneficially owned by them.

Unless otherwise indicated, the address for each Local Bounti stockholder listed is: 220 W Main St., Hamilton, MT 59480.
 

Name and Address of Beneficial Owners   
Number of

Shares    %  
Directors and Executive Officers     
Craig M. Hurlbert(1)    18,250,337    19.3 
Travis M. Joyner(2)    16,348,881    17.3 
Mark McKinney(3)    146,758    * 
Pamela Brewster    1,532,234    1.6 
Mark J. Nelson(4)    54,431    * 
Edward C. Forst(5)    396,401    * 
Matt Nordby    7,000    * 
Kathleen Valiasek(6)    1,250,654.025    1.3 
B. David Vosburg Jr.    1,207,428    1.3 
Gary Hilberg(7)    374,568    * 
Brian Cook(4)    124,735    * 
Margaret McCandless(4)    —      * 

    

All directors and officers as a group (12 persons)    39,693,427.025    41.8 
Five Percent Holders:     
Leo Investors III LP(8)    12,103,333    12.9 
Live Oak Ventures, LLC(9)    11,825,173    12.6 
McLeod Management Co., LLC(2)    16,148,881    17.1 
Wheat Wind Farms, LLC(1)    18,050,337    19.2 
Funds advised by Fidelity(10)    6,000,000    6.4 
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* Less than 1%
(1) Consists of 17,938,230 shares held by Wheat Wind Farms, LLC, which is controlled by Mr. Hurlbert, as well as 112,107 shares held by

Mr. Hurlbert individually and 200,000 RSUs expected to settle within 60 days of June 15, 2022.
(2) Consists of 16,106,907 shares held by McLeod Management Co., LLC, which is controlled by Mr. Joyner, as well as 41,974 shares held by

Mr. Joyner individually and 200,000 RSUs expected to settle within 60 days of June 15, 2022.
(3) Consists of 46,455 shares held by Mr. McKinney and 100,303 RSUs expected to settle within 60 days of June 15, 2022.
(4) Excludes RSUs that are not expected to settle within 60 days of June 15, 2022
(5) Consists of 374,489 shares and 21,912 public warrants held by Wellfor LLC, which is an affiliate of Edward C. Forst.
(6) Consists of 1,105, 899.025 shares and 144,756 RSUs expected to settle within 60 days of June 15, 2022. Excludes RSUs that are not expected to

settle within 60 days of June 15,2022
(7) Consists of 319,568 shares and 55,000 RSUs expected to settle within 60 days of June 15, 2022. Excludes RSUs that are not expected to settle

within 60 days of June 15, 2022.
(8) As reported on a Form 13G filed with the SEC on February 11, 2022, amount represents 6,770,000 shares of common stock and 5,333,333 shares of

common stock acquirable in respect of warrants. The Sponsor is controlled by its general partner, Leo Investors III Ltd, which is governed by a three
member board of directors. Each director has one vote, and the approval of a majority of the directors is required to approve an action of Leo
Investors III LP. Under the so-called “rule of three,” if voting and dispositive decisions regarding an entity’s securities are made by two or more
individuals, and a voting and dispositive decision requires the approval of a majority of those individuals, then none of the individuals is deemed a
beneficial owner of the entity’s securities. No individual director of the general partner of Leo Investors III LP exercises voting or dispositive control
over any of the securities held by Leo Investors III LP, even those in which such director directly holds a pecuniary interest. Accordingly, none of
them will be deemed to have or share beneficial ownership of such shares. The address for Leo Investors III LP is 21 Grosvenor Place, London,
England, SW1X 7HF.

(9) As reported on an Amendment No. 1 to Form 13G filed with the SEC on January 4, 2022, amount consists of 8,757,694 shares held by Live Oak
Ventures, LLC, 2,440,653 shares held by Charles R. Schwab & Helen O. Schwab TTEE The Charles & Helen Schwab Living Trust U/A DTD
11/22/1985 and 626,826 shares held by Charles R. Schwab TTEE The Charles & Helen Schwab Living Trust U/A DTD 11/22/1985, each of which
is controlled by Charles R. Schwab.

(10) As reported by FMR LLC on Form 13G filed with the SEC on February 9, 2022. FMR LLC reported that it had sole voting power over 601,981 of
the shares and sole dispositive power over all of the shares. The address for FMR, LLC is 245 Summer Street, Boston, MA 02210.
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 SELLING STOCKHOLDERS

We completed the Pete’s Acquisition in April 2022. In connection with the Pete’s Acquisition, we, among other things, issued 5,654,600 shares of
our Common Stock to certain Selling Stockholders at closing. In addition, pursuant to the Purchase Agreements, we agreed to register the resale of the
shares of Common Stock issued to the Selling Stockholders in the Pete’s Acquisition. We have agreed to bear all expenses incurred by us in effecting any
such registration.

We also entered into a First Amendment to Credit Agreements and Subordination Agreement with Cargill Financial in March 2022 pursuant to
which we issued 1,932,931 shares of Common Stock to Cargill Financial in connection with the closing of Pete’s Acquisition.

The Selling Stockholders listed in the table below may offer and sell, from time to time, any or all of the shares of Common Stock being offered for
resale pursuant to this prospectus, subject to the lock-up restrictions described below. When we refer to the “Selling Stockholders” in this prospectus, we
refer to the persons listed in the table below and their permitted transferees.

The following table sets forth, based on written representations provided by or on behalf of the Selling Stockholders prior to the date of this
prospectus, certain information regarding the beneficial ownership of the shares of Common Stock held by each of the Selling Stockholders and the shares
of Common Stock that may be offered from time to time by each Selling Stockholder under this prospectus. Generally, a person “beneficially owns”
shares of our Common Stock if the person has or shares with others the right to vote those shares or to dispose of them, or if the person has the right to
acquire voting or disposition rights within 60 days. For purposes of this table, we have assumed that the Selling Stockholders will have sold all of the
securities covered by this prospectus upon the completion of the offering.

We cannot advise you as to whether the Selling Stockholders will in fact sell any or all of such securities. In particular, the Selling Stockholders
identified below may have sold, transferred or otherwise disposed of all or a portion of their securities after the date on which they provided us with
information regarding their securities. Any changed or new information given to us by the Selling Stockholders, including regarding the identity of, and
the securities held by, each Selling Stockholder, will be set forth in a prospectus supplement or amendments to the registration statement of which this
prospectus is a part, if and when necessary.

Please see the section entitled “Plan of Distribution” for further information regarding the Selling Stockholders’ method of distributing these
securities.
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   Shares of Common Stock  

Name   

Number
Beneficially

Owned Prior
to Offering    

Number
Registered for
Sale Hereby    

Number
Beneficially

Owned After
Offering    

Percent
Owned
After

Offering 
Cargill, Incorporated(1)    4,138,814    1,932,931    2,205,883    2.3% 
Mosaic Capital Investors I, LP(2)    1,911,734    1,911,734    —      —   
True West Capital Partners Fund II, LP(3)    1,911,905    1,911,905    —      —   
HFSN, LLC(4)    1,034,657    1,034,657    —      —   
358 Capital, LLC(5)    10,575    10,575    —      —   
Dominic Engels    3,525    3,525    —      —   
Hollandia Produce Group Inc. Employee Stock Ownership

Trust(6)    481,057    481,057    —      —   
Brian Cook    124,735    124,735    —      —   
Bill Farwell    57,007    57,007    —      —   
Reed Howlett    40,986    40,986    —      —   
George Hermosillo    21,381    21,381    —      —   
Baltazar Garcia    21,381    21,381    —      —   
Forrest Sawlaw    21,381    21,381    —      —   
Corrie Hutchens    7,138    7,138    —      —   
Sonja Lopez    7,138    7,138    —      —   

 
* Represents beneficial ownership of less than 1%.
(1) Consists of 1,932,931 shares issued in connection with the Cargill Facility Amendment, 1,500,000 shares issued in the PIPE Financing and 705,883

shares underlying an Assumed Warrant held by Cargill Financial Services International, an affiliate of the stockholder. Gustavo Espinosa, as North
America Lead for Trade and Capital Markets, Cargill, Incorporated, may be deemed to have voting and investment power with respect to the
common stock owned by Cargill, Incorporated. Mr. Espinosa disclaims any beneficial ownership of the shares held by Cargill, Incorporated or
Cargill Financial Services International, Inc.

(2) Mosaic Capital Investors I, LP is controlled by its general partner, Mosaic Capital Investors LLC. William A. Hayes, Stephen Buchanan, Keith
Butcher, Dabney Smith and Joseph Strycharz, in their positions with Mosaic Capital Investors LLC, may be deemed to have voting and investment
power with respect to the common stock owned by Mosaic Capital Investors LLC.

(3) Iain G. Douglas and Steven R. Wilkins, as managers of True West Management Company, LLC, which manages True West Capital Partners GP II,
LLC, the general partner of True West Capital Partners Fund II, LP, may be deemed to have voting and investment power with respect to common
stock owned by True West Capital Partners Fund II, LP.

(4) Petrus Overgaag, in his position as Manager of HFSN, LLC, may be deemed to have voting and investment power with respect to common stock
owned by HSFN, LLC.

(5) W.P. Reed Howlett, in his position as managing member of 358 Capital, LLC, may be deemed to have voting and investment power with respect to
common stock owned by 358 Capital, LLC.

(6) GreatBanc Trust Company, not in its corporate capacity, but solely in its capacity as the trustee of the Hollandia Produce Group Inc. Employee
Stock Ownership Trust, may be deemed to have voting and investment power with respect to common stock owned by the Hollandia Produce Group
Inc. Employee Stock Ownership Trust.
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 DESCRIPTION OF SECURITIES

The following description summarizes the most important terms of our capital stock. Because it is only a summary, it does not contain all of the
information that may be important to you, and is qualified by reference to our certificate of incorporation (as such may be amended, restated or modified
from time to time, the “Certificate of Incorporation”), our bylaws (as may be amended, restated or modified from time to time, the “Bylaws”) and the
Amended and Restated Registration Rights Agreement, which are exhibits to the registration statement of which this prospectus is a part. We urge you to
read each of the Certificate of Incorporation, the Bylaws and the Amended and Restated Registration Rights Agreement in their entirety for a complete
description of the rights and preferences of our securities.

Authorized and Outstanding Capital Stock

Pursuant to the terms of the Certificate of Incorporation, our authorized capital stock consists of:
 
 •  400,000,000 Common Stock, $0.0001 par value per share;
 
 •  100,000,000 shares of Preferred Stock, $0.0001 par value per share (“Preferred Stock”).

Common Stock

Voting Rights

The Certificate of Incorporation provides that, except as otherwise expressly provided by the Bylaws or as provided by law, the holders of Common
Stock shall at all times vote together as a single class on all matters; provided however, that, except as otherwise required by law, holders of shares of
Common Stock shall not be entitled to vote on any amendment to the Certificate of Incorporation that relates solely to the terms of one or more
outstanding series of Preferred Stock if the holders of such affected series are entitled, either separately or together as a class with the holders of one or
more other such series, to vote thereon pursuant to the Certificate of Incorporation. Except as otherwise expressly provided in the Certificate of
Incorporation or by applicable law, each holder of Common Stock shall have the right to one vote per share of Common Stock held of record by such
holder.

Dividend Rights

Subject to preferences that may apply to any shares of Preferred Stock outstanding at the time, shares of Common Stock are treated equally,
identically and ratably, on a per share basis, with respect to any dividends or distributions as may be declared and paid from time to time by the Board out
of any assets of Local Bounti legally available therefor; provided, however, that in the event a dividend is paid in the form of shares of Common Stock (or
rights to acquire such shares), then holders of Common Stock will receive shares of Common Stock (or rights to acquire such shares, as the case may be),
with holders of shares of Common Stock receiving, on a per share basis, an identical number of shares of Common Stock, as applicable.

Notwithstanding the foregoing, the Board may pay or make a disparate dividend or distribution per share of Common Stock (whether in the amount
of such dividend or distribution payable per share, the form in which such dividend or distribution is payable, the timing of the payment, or otherwise) if
such disparate dividend or distribution is approved in advance by the affirmative vote of the holders of a majority of the voting power of all the then-
outstanding shares of Common Stock voting separately as a class.

Rights Upon Liquidation, Dissolution and Winding Up

Subject to any preferential or other rights of any holders of Preferred Stock then outstanding, upon the liquidation, dissolution or winding up of
Local Bounti, whether voluntary or involuntary, holders of Local Bounti
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Common Stock are entitled to receive ratably all assets of Local Bounti available for distribution to its stockholders unless disparate or different treatment
of the shares of each such class with respect to distributions upon any such liquidation, dissolution or winding up is approved in advance by the affirmative
vote of the holders of a majority of the voting power of all the then-outstanding shares of Common Stock voting separately as a class.

Other Rights

The holders of Common Stock do not have preemptive, subscription, redemption or conversion rights. There are no redemption or sinking fund
provisions applicable to the Common Stock. The rights, preferences and privileges of holders of shares of Common Stock are subject to those of the
holders of any shares of Preferred Stock that Local Bounti may issue in the future.

Preferred Stock

The Certificate of Incorporation provides that shares of Preferred Stock may be issued from time to time in one or more series. The Board is
authorized to fix the designation, vesting, powers (including voting powers), preferences and relative, participating, optional or other rights (and the
qualifications, limitations or restrictions thereof) of the shares of each such series and to increase (but not above the total number of authorized shares of
the class) or decrease (but not below the number of shares of such series then outstanding) the number of shares of any such series.

The number of authorized shares of Preferred Stock may also be increased or decreased (but not below the number of shares thereof then
outstanding) by the affirmative vote of the holders of a majority of the voting power of all the then-outstanding shares of capital stock of Local Bounti
entitled to vote thereon, without a separate vote of the holders of the Preferred Stock or any series thereof, unless a vote of any such holders is required
pursuant to the terms of any certificate of designation designating a series of Preferred Stock.

The Board is able to, subject to limitations prescribed by Delaware law, without stockholder approval, issue Preferred Stock with voting and other
rights that could adversely affect the voting power and other rights of the holders of the Common Stock and could have anti-takeover effects. The ability
of the Board to issue Preferred Stock without stockholder approval, while providing flexibility in connection with possible acquisitions and other corporate
purposes, could, among other things, have the effect of delaying, deferring or preventing a change of control of Local Bounti or the removal of Local
Bounti’s management and may adversely affect the market price of Common Stock and the voting and other rights of the holders of Local Bounti. Local
Bounti had no Preferred Stock outstanding at the date the Certificate of Incorporation became effective. Although our Board does not currently intend to
issue any shares of Preferred Stock, we cannot assure you that our Board will not do so in the future.

Warrants

Public Warrants

Public warrants may only be exercised for a whole number of shares. No fractional public warrants will be issued upon separation of the units and
only whole public warrants will trade. The public warrants became exercisable on December 19, 2021; provided that we have an effective registration
statement under the Securities Act of 1933, as amended (the “Securities Act”), covering the Common Stock issuable upon exercise of the public warrants
and a current prospectus relating to them is available and such shares are registered, qualified or exempt from registration under the securities, or blue sky,
laws of the state of residence of the holder (or we permit holders to exercise their warrants on a cashless basis under certain circumstances). We have filed
a registration statement with the SEC covering the Common Stock issuable upon exercise of the warrants on December 10,
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2021, and the registration statement was declared effective on December 23, 2021. We will use commercially reasonable efforts to maintain a current
prospectus relating to the Common Stock until the warrants expire or are redeemed, as specified in the A&R Warrant Agreement. Notwithstanding the
above, if the shares of Common Stock are at the time of any exercise of a warrant not listed on a national securities exchange such that they satisfy the
definition of a “covered security” under Section 18(b)(1) of the Securities Act, we may, at our option, require holders of public warrants who exercise
their warrants to do so on a “cashless basis” and, in the event we so elect, we will not be required to file or maintain in effect a registration statement, and
in the event we do not so elect, we will use commercially reasonable efforts to register or qualify the shares under applicable blue sky laws to the extent an
exemption is not available. The warrants have an exercise price of $11.50 per share, subject to adjustments, and will expire five years after the completion
of the Business Combination or any other Initial Business Combination or earlier upon redemption or liquidation.

Once the warrants become exercisable, we may redeem the outstanding warrants for cash (except as described herein with respect to the private
placement warrants):
 

 •  in whole and not in part;
 

 •  at a price of $0.01 per warrant;
 

 •  upon a minimum of 30 days’ prior written notice of redemption; and
 

 
•  if, and only if, the last sale price of the Common Stock equals or exceeds $18.00 per share (as adjusted for share sub-divisions, share

dividends, reorganizations, recapitalizations and the like) for any 20 trading days within a 30-trading day period ending on the third trading
day prior to the date on which we send the notice of redemption to the warrant holders.

We will not redeem the warrants for cash unless a registration statement under the Securities Act covering the Common Stock issuable upon exercise
of the warrants is effective and a current prospectus relating to the Common Stock is available throughout the 30-day redemption period, except if the
warrants may be exercised on a cashless basis and such cashless exercise is exempt from registration under the Securities Act.

In no event will we be required to net cash settle any warrant. If we are unable to complete the Business Combination or any other initial business
combination within the combination period and we liquidate the funds held in the trust account, holders of warrants will not receive any of such funds with
respect to their warrants, nor will they receive any distribution from our assets held outside of the trust account with respect to such warrants. Accordingly,
the warrants may expire worthless.

Private Placement Warrants

The private placement warrants are identical to the public warrants underlying the units sold in the initial public offering, except that the private
placement warrants and the Common Stock issuable upon exercise of the private placement warrants will not be transferrable, assignable or salable until
30 days after the completion of the Business Combination or any other initial business combination, subject to certain limited exceptions. Additionally, the
private placement warrants will be non-redeemable so long as they are held by the initial purchasers or their permitted transferees. If the private placement
warrants are held by someone other than the initial purchasers or their permitted transferees, the private placement warrants will be redeemable by the
Company and exercisable by such holders on the same basis as the public warrants.

Anti-takeover Effects of the Certificate of Incorporation and the Bylaws

The Certificate of Incorporation and the Bylaws contain provisions that may delay, defer or discourage another party from acquiring control of
Local Bounti. Local Bounti expects that these provisions, which are summarized below, will discourage coercive takeover practices or inadequate
takeover bids. These provisions are also designed to encourage persons seeking to acquire control of Local Bounti to first negotiate with the Board,
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which Local Bounti believes may result in an improvement of the terms of any such acquisition in favor of Local Bounti’s stockholders. However, they
also give the Board the power to discourage mergers that some stockholders may favor.

Special Meetings of Stockholders

The Certificate of Incorporation provides that a special meeting of stockholders may be called by the (a) the Chairperson of the Board, (b) the Chief
Executive Officer, (c) the Lead Independent Director (as defined in the Bylaws) or (d) the Board pursuant to a resolution adopted by a majority of the
Whole Board.

Action by Written Consent

The Certificate of Incorporation provides that any action required or permitted to be taken by the stockholders must be effected at an annual or
special meeting of the stockholders, and may not be taken by written consent in lieu of a meeting.

Staggered Board

The Local Bounti board of directors is divided into three classes. The directors in each class will serve for a three-year term, one class being elected
each year by Local Bounti stockholders. This system of electing and removing directors may tend to discourage a third-party from making a tender offer
or otherwise attempting to obtain control of Local Bounti, because it generally makes it more difficult for stockholders to replace a majority of the
directors.

Removal of Directors

The Board of Directors or any individual director may be removed from office at any time, but only for cause and only by the affirmative vote of
not less than two-thirds of the voting power of all of the then outstanding shares of voting stock of Local Bounti entitled to vote at an election of directors.

Stockholders Not Entitled to Cumulative Voting

The Certificate of Incorporation will not permit stockholders to cumulate their votes in the election of directors. Accordingly, the holders of a
majority of the outstanding shares of Local Bounti’s common stock entitled to vote in any election of directors can elect all of the directors standing for
election, if they choose, other than any directors that holders of our preferred stock may be entitled to elect.

Delaware Anti-takeover Statute

Local Bounti will be subject to Section 203 of the DGCL, an anti-takeover law. Section 203 is a default provision of the DGCL that prohibits a
publicly held Delaware corporation from engaging in a business combination, such as a merger, with “interested stockholders” (a person or group owning
15% or more of the corporation’s voting stock) for three years following the date that person becomes an interested stockholder, unless: (i) before such
stockholder becomes an “interested stockholder,” the board of directors approves the Business Combination or the transaction that results in the
stockholder becoming an interested stockholder; (ii) upon consummation of the transaction which resulted in the stockholder becoming an interested
stockholder, the interested stockholder owned at least 85% of the outstanding voting stock of the corporation at the time of the transaction (excluding stock
owned by certain persons); or (iii) at the time or after the stockholder became an interested stockholder, the board of directors and at least two-thirds of the
disinterested outstanding voting stock of the corporation approves the transaction. While Section 203 is the default provision under the DGCL, the DGCL
allows companies to opt out of Section 203 of the DGCL by including a provision in their certificate of incorporation expressly electing not to be governed
by Section 203 of the DGCL. Our board of directors has determined to be subject to Section 203 of the DGCL.
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Limitations on Liability and Indemnification of Officers and Directors

The Certificate of Incorporation provides that Local Bounti will indemnify Local Bounti’s directors to the fullest extent authorized or permitted by
applicable law. Local Bounti entered into agreements to indemnify Local Bounti’s directors, executive officers and other employees as determined by the
Board. Under the Bylaws, Local Bounti is required to indemnify each of Local Bounti’s directors and officers if the basis of the indemnitee’s involvement
was by reason of the fact that the indemnitee is or was a director or officer of Local Bounti or was serving at Local Bounti’s request as a director, officer,
employee or agent for another entity. Local Bounti must indemnify Local Bounti’s officers and directors against all expenses (including attorneys’ fees),
judgments, fines and amounts paid in settlement actually and reasonably incurred by the indemnitee in connection with such action, suit or proceeding if
the indemnitee acted in good faith and in a manner the indemnitee reasonably believed to be in or not opposed to the best interests of Local Bounti, and,
with respect to any criminal action or proceeding, had no reasonable cause to believe the indemnitee’s conduct was unlawful. The Bylaws also require
Local Bounti to advance expenses (including attorneys’ fees) incurred by a director or officer in defending any civil, criminal, administrative or
investigative action, suit or proceeding, provided that such person will repay any such advance if it is ultimately determined that such person is not entitled
to indemnification by Local Bounti. Any claims for indemnification by Local Bounti’s directors and officers may reduce Local Bounti’s available funds to
satisfy successful third-party claims against Local Bounti and may reduce the amount of money available to Local Bounti.

Exclusive Jurisdiction of Certain Actions

The Certificate of Incorporation provides that, unless the Company consents in writing to the selection of an alternative forum, the Court of
Chancery of the State of Delaware (or, if and only if the Court of Chancery of the State of Delaware lacks subject matter jurisdiction, any state court
located within the State of Delaware or, if and only if all such state courts lack subject matter jurisdiction, the federal district court for the District of
Delaware) will be the sole and exclusive forum for the following types of actions or proceedings under Delaware statutory or common law: (i) any
derivative action or proceeding brought on behalf of the Company, (ii) any action or processing asserting a claim of breach of or based on a fiduciary duty
owed by any current or former director, officer, other employee, agent or stockholder of the Company to the Company or the Company’s stockholders,
(iii) any action or proceeding asserting a claim against the Company or any current or former director, officer or other employee of the of the Company or
any stockholder in such stockholder’s capacity as such arising out of or pursuant to any provision of the DGCL, the Certificate of Incorporation or the
Bylaws (as each may be amended from time to time), (iv) any action or proceeding to interpret, apply, enforce or determine the validity of the Certificate
of Incorporation or the Bylaws (including any right, obligation or remedy thereunder), (v) any action or proceeding as to which the DGCL confers
jurisdiction to the Court of Chancery of the State of Delaware, and (vi) any action asserting a claim against the Company or any director, officer or other
employee of the Company or any stockholder, governed by the internal affairs doctrine, in all cases to the fullest extent permitted by law and subject to the
court’s having personal jurisdiction over the indispensable parties named as defendants. The provisions would not apply to suits brought to enforce a duty
or liability created by the Securities Act or the Exchange Act, or any other claim for which the federal courts have exclusive jurisdiction. Furthermore,
Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all such Securities Act actions. Accordingly, both state and
federal courts have jurisdiction to entertain such claims. To prevent having to litigate claims in multiple jurisdictions and the threat of inconsistent or
contrary rulings by different courts, among other considerations, Local Bounti’s Certificate of Incorporation provides that, unless the Company consents in
writing to the selection of an alternative forum, to the fullest extent permitted by law, the federal district courts of the United States of America will be the
exclusive forum for the resolution any complaint asserting a cause of action arising under the Securities Act. Any person or entity holding, owning or
otherwise acquiring any interest in any security of the Company will be deemed to have notice of and to have consented to the forum provisions in the
Certificate of Incorporation.

While the Delaware courts have determined that such choice of forum provisions are facially valid, a stockholder may nevertheless seek to bring a
claim in a venue other than those designated in the exclusive forum
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provisions. In such instance, we would expect to vigorously assert the validity and enforceability of the exclusive forum provisions of Local Bounti’s
Certificate of Incorporation. This may require significant additional costs associated with resolving such action in other jurisdictions and there can be no
assurance that the provisions will be enforced by a court in those other jurisdictions.

Transfer Agent

The transfer agent for our Common Stock is Continental Stock Transfer & Trust Company.
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SECURITIES ACT RESTRICTIONS ON RESALE OF LOCAL BOUNTI COMMON STOCK

Rule 144

Pursuant to Rule 144, a person who has beneficially owned restricted shares of Common Stock or Local Bounti Warrants for at least six months
would be entitled to sell their securities provided that (a) such person is not deemed to have been one of our affiliates at the time of, or at any time during
the three months preceding, a sale and (b) we are subject to the Exchange Act periodic reporting requirements for at least three months before the sale and
have filed all required reports under Section 13 or 15(d) of the Exchange Act during the 12 months (or such shorter period as we were required to file
reports) preceding the sale. Persons who have beneficially owned restricted shares of Common Stock or Local Bounti Warrants for at least six months but
who are affiliates at the time of, or at any time during the three months preceding, a sale, would be subject to additional restrictions, by which such person
would be entitled to sell within any three-month period only a number of securities that does not exceed the greater of:
 

 •  1% of the total number of shares of such Local Bounti securities then-outstanding; or
 

 •  the average weekly reported trading volume of such Local Bounti securities during the four calendar weeks preceding the filing of a notice
on Form 144 with respect to the sale.

Sales by our affiliates under Rule 144 are also limited by manner of sale provisions and notice requirements and to the availability of current public
information about us.

Restrictions on the Use of Rule 144 by Shell Companies or Former Shell Companies

Rule 144 is not available for the resale of securities initially issued by shell companies or issuers that have been at any time previously a shell
company. However, Rule 144 also includes an important exception to this prohibition if the following conditions are met:
 

 •  the issuer of the securities that was formerly a shell company has ceased to be a shell company;
 

 •  the issuer of the securities is subject to the reporting requirements of Section 13 or 15(d) of the Exchange Act;
 

 •  the issuer of the securities has filed all Exchange Act reports and materials required to be filed, as applicable, during the preceding 12 months
(or such shorter period that the issuer was required to file such reports and materials), other than Current Reports on Form 8-K; and

 

 •  at least one year has elapsed from the time that the issuer filed current Form 10 type information with the SEC reflecting its status as an
entity that is not a shell company.

As a result, our initial shareholders will not be able to sell their Common Stock pursuant to Rule 144 without registration until one year after the
Closing although these shares may be sold sooner to the extent they have been registered on a registration statement that has been declared effective by the
SEC.
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 PLAN OF DISTRIBUTION

The Selling Stockholders may offer and sell, from time to time, their respective shares of Common Stock covered by this prospectus. The Selling
Stockholders will act independently of us in making decisions with respect to the timing, manner and size of each sale. Such sales may be made on one or
more exchanges or in the over-the-counter market or otherwise, at prices and under terms then prevailing or at prices related to the then current market
price or in negotiated transactions. The Selling Stockholders may sell their securities by one or more of, or a combination of, the following methods:
 

 •  purchases by a broker-dealer as principal and resale by such broker-dealer for its own account pursuant to this prospectus;
 

 •  ordinary brokerage transactions and transactions in which the broker solicits purchasers;
 

 •  block trades in which the broker-dealer so engaged will attempt to sell the shares as agent but may position and resell a portion of the block
as principal to facilitate the transaction;

 

 •  an over-the-counter distribution in accordance with the rules of the New York Stock Exchange;
 

 
•  through trading plans entered into by a Selling Stockholder pursuant to Rule 10b5-1 under the Exchange Act that are in place at the time of

an offering pursuant to this prospectus and any applicable prospectus supplement hereto that provide for periodic sales of their securities on
the basis of parameters described in such trading plans;

 

 •  short sales;
 

 •  distribution to employees, members, limited partners or stockholders of the Selling Stockholders;
 

 •  through the writing or settlement of options or other hedging transaction, whether through an options exchange or otherwise;
 

 •  by pledge to secured debts and other obligations;
 

 •  delayed delivery arrangements;
 

 •  to or through underwriters or agents on a firm commitment or best efforts basis or through brokers, dealers, or underwriters that may act
solely as agents;

 

 •  in transactions under agreements with broker-dealers in which the Selling Stockholders agree to sell a specified number of such shares at a
stipulated price per share;

 

 
•  in “at the market” offerings, as defined in Rule 415 under the Securities Act, at negotiated prices, at prices prevailing at the time of sale or at

prices related to such prevailing market prices, including sales made directly on a national securities exchange or sales made through a market
maker other than on an exchange or other similar offerings through sales agents;

 

 •  in privately negotiated transactions;
 

 •  in options transactions; and
 

 •  through a combination of any of the above methods of sale, as described below, or any other method permitted pursuant to applicable law.

In addition, any securities that qualify for sale pursuant to Rule 144 may be sold under Rule 144 rather than pursuant to this prospectus.

To the extent required, this prospectus may be amended or supplemented from time to time to describe a specific plan of distribution. In connection
with distributions of the securities or otherwise, the Selling Stockholders may enter into hedging transactions with broker-dealers or other financial
institutions. In connection with such transactions, broker-dealers or other financial institutions may engage in short sales of the securities in the course of
hedging the positions they assume with Selling Stockholders. The Selling Stockholders may also sell the securities short and redeliver the securities to
close out such short positions.
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The Selling Stockholders may also enter into option or other transactions with broker-dealers or other financial institutions which require the delivery to
such broker-dealer or other financial institution of securities offered by this prospectus, which securities such broker-dealer or other financial institution
may resell pursuant to this prospectus (as supplemented or amended to reflect such transaction). The Selling Stockholders may also pledge securities to a
broker-dealer or other financial institution, and, upon a default, such broker-dealer or other financial institution, may effect sales of the pledged securities
pursuant to this prospectus (as supplemented or amended to reflect such transaction).

A Selling Stockholder that is an entity may elect to make an in-kind distribution of common stock to its members, partners or shareholders pursuant
to the registration statement of which this prospectus is a part by delivering a copy of this prospectus. To the extent that such members, partners or
shareholders are not affiliates of ours, such members, partners or shareholders would thereby receive freely tradable shares of our common stock pursuant
to the distribution through the registration statement of which this prospectus is a part.

A Selling Stockholder may also pledge securities to a broker-dealer or other financial institution, and, upon a default, such broker-dealer or other
financial institution may effect sales of the pledged securities pursuant to this prospectus (as supplemented or amended to reflect such transaction).

A Selling Stockholder may enter into derivative transactions with third parties, or sell securities not covered by this prospectus to third parties in
privately negotiated transactions. If the applicable prospectus supplement indicates, in connection with those derivatives, the third parties may sell
securities covered by this prospectus and the applicable prospectus supplement, including in short sale transactions. If so, the third party may use securities
pledged by any Selling Stockholder or borrowed from any Selling Stockholder or others to settle those sales or to close out any related open borrowings of
stock, and may use securities received from any Selling Stockholder in settlement of those derivatives to close out any related open borrowings of stock.
The third party in such sale transactions will be an underwriter and will be identified in the applicable prospectus supplement (or a post-effective
amendment). In addition, any Selling Stockholder may otherwise loan or pledge securities to a financial institution or other third party that in turn may sell
the securities short using this prospectus. Such financial institution or other third party may transfer its economic short position to investors in our
securities or in connection with a concurrent offering of other securities.

In effecting sales, broker-dealers or agents engaged by the Selling Stockholders may arrange for other broker-dealers to participate. Broker-dealers
or agents may receive commissions, discounts or concessions from the Selling Stockholders in amounts to be negotiated immediately prior to the sale.

In offering the securities covered by this prospectus, the Selling Stockholders and any broker-dealers who execute sales for the Selling Stockholders
may be deemed to be “underwriters” within the meaning of the Securities Act in connection with such sales. Any profits realized by the Selling
Stockholders and the compensation of any broker-dealer may be deemed to be underwriting discounts and commissions.

In order to comply with the securities laws of certain states, if applicable, the securities must be sold in such jurisdictions only through registered or
licensed brokers or dealers. In addition, in certain states the securities may not be sold unless they have been registered or qualified for sale in the
applicable state or an exemption from the registration or qualification requirement is available and is complied with.

We have advised the Selling Stockholders that the anti-manipulation rules of Regulation M under the Exchange Act may apply to sales of securities
in the market and to the activities of the Selling Stockholders and their affiliates. In addition, we will make copies of this prospectus available to the Selling
Stockholders for the purpose of satisfying the prospectus delivery requirements of the Securities Act. The Selling Stockholders may indemnify any broker-
dealer that participates in transactions involving the sale of the securities against certain liabilities, including liabilities arising under the Securities Act.
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At the time a particular offer of securities is made, if required, a prospectus supplement will be distributed that will set forth the number of securities
being offered and the terms of the offering, including the name of any underwriter, dealer or agent, the purchase price paid by any underwriter, any
discount, commission and other item constituting compensation, any discount, commission or concession allowed or reallowed or paid to any dealer, and
the proposed selling price to the public.

Certain agents, underwriters and dealers, and their associates and affiliates, may be customers of, have borrowing relationships with, engage in other
transactions with, or perform services, including investment banking services, for us or one or more of our respective affiliates and/or the Selling
Stockholders or one or more of its respective affiliates in the ordinary course of business for which they receive compensation.

We have agreed to indemnify the Selling Stockholders party to the Paragon Registration Rights Agreement against certain civil liabilities, including
certain liabilities under the Securities Act, relating to the registration of the resale of the shares of Common Stock offered by them pursuant to this
prospectus, and such Selling Stockholders will be entitled to contribution from us with respect to those liabilities in the event such indemnification is
unavailable or insufficient. The Selling Stockholders party to the Paragon Registration Rights Agreement will indemnify us against certain civil liabilities,
including liabilities under the Securities Act, and we will be entitled to contribution from such Selling Stockholders with respect to those liabilities in the
event such indemnification is unavailable or insufficient. In addition, we or the Selling Stockholders party to the Paragon Registration Rights Agreement
may provide agents and underwriters with indemnification against civil liabilities, including liabilities under the Securities Act, or contribution with respect
to payments that the agents or underwriters may make with respect to those liabilities.
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 LEGAL MATTERS

The validity of the securities offered hereby has been passed upon for us by Orrick, Herrington & Sutcliffe LLP. Any underwriters or agents will be
advised about other issues relating to the offering by counsel to be named in the applicable prospectus supplement.

EXPERTS

The consolidated financial statements of Local Bounti Corporation as of and for the year ended December 31, 2021 included in this prospectus have
been audited by WithumSmith+Brown, PC, an independent registered public accounting firm, as stated in their report appearing herein. Such financial
statements have been so included in reliance upon the report of such firm given upon their authority as experts in accounting and auditing.

The consolidated financial statements of Local Bounti Corporation as of and for the year ended December 31, 2020 included in this prospectus have
been audited by RSM US LLP, an independent registered public accounting firm, as stated in their report appearing herein. Such financial statements have
been so included in reliance upon the report of such firm given upon their authority as experts in accounting and auditing.

The consolidated financial statements of Hollandia Produce Group, Inc. as of and for the year ended December 31, 2021 and 2020 included in this
prospectus have been audited by Holthouse Carlin & Van Trigt LLP, an independent accounting firm, as stated in their report appearing herein. Such
financial statements have been so included in reliance upon the report of such firm given upon their authority as experts in accounting and auditing.
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 WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statement on Form S-1 under the Securities Act with respect to the shares of Common Stock offered
hereby. This prospectus, which constitutes part of the registration statement, does not contain all of the information set forth in the registration statement
and the exhibits and schedules thereto. For further information with respect to the Company and its Common Stock, reference is made to the registration
statement and the exhibits and any schedules filed therewith. Statements contained in this prospectus as to the contents of any contract or any other
document referred to are not necessarily complete, and in each instance, we refer you to the copy of the contract or other document filed as an exhibit to
the registration statement. Each of these statements is qualified in all respects by this reference.

You can read our SEC filings, including the registration statement, over the Internet at the SEC’s website at www.sec.gov.

We are subject to the information reporting requirements of the Exchange Act and we are required to file reports, proxy statements and other
information with the SEC. These reports, proxy statements, and other information are available for inspection and copying at the SEC’s website referred to
above. We also maintain a website at https://localbounti.com/ at which you may access these materials free of charge as soon as reasonably practicable
after they are electronically filed with, or furnished to, the SEC. Information contained on or accessible through our website is not a part of this prospectus,
and the inclusion of our website address in this prospectus is an inactive textual reference only.
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LOCAL BOUNTI CORPORATION
 CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)
 
   March 31,   December 31, 
   2022   2021  
   (Unaudited)    
Assets    
Current assets    

Cash and cash equivalents   $ 71,974  $ 96,661 
Restricted cash and cash equivalents    4,416   4,416 
Accounts receivable, net of allowance    73   110 
Accounts receivable, related party    1   8 
Inventory, net    1,263   922 
Prepaid expenses and other current assets    3,584   3,391 

  

Total current assets    81,311   105,508 
Property and equipment, net    43,994   37,350 
Operating lease right-of-use assets    269   55 
Other assets    905   1,017 

  

Total assets   $ 126,479  $ 143,930 
  

Liabilities and stockholders’ equity    
Current liabilities    

Accounts payable   $ 7,431  $ 1,912 
Accrued liabilities    6,721   16,020 
Accrued liabilities, related party    26   8 
Operating lease liabilities    111   28 

  

Total current liabilities    14,289   17,968 
Long-term debt    11,110   11,199 
Financing obligation    13,982   13,070 
Operating lease liabilities, noncurrent    145   10 

  

Total liabilities    39,526   42,247 
Commitments and contingencies (Note 11)    
Stockholders’ equity    

Common stock, 0.0001 par value, 400,000,000 shares authorized, 86,465,757 and 86,344,881 issued and
outstanding as of March 31, 2022 and December 31, 2021, respectively    9   9 

Additional paid-in capital    180,958   169,916 
Accumulated deficit    (94,014)   (68,242) 

  

Total stockholders’ equity    86,953   101,683 
  

Total liabilities and stockholders’ equity   $ 126,479  $ 143,930 
  

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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LOCAL BOUNTI CORPORATION
 UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except share and per share data)
 
   Three Months Ended March 31,  
   2022   2021  
Sales   $ 282  $ 57 
Cost of goods sold    234   45 

  

Gross profit    48   12 
Operating expenses:    

Research and development    1,948   432 
Selling, general and administrative    22,259   8,294 

  

Total operating expenses    24,207   8,726 
  

Loss from operations    (24,159)   (8,714) 
Other income (expense):    

Management fee income    30   20 
Convertible Notes fair value adjustment    —     (299) 
Interest expense, net    (1,643)   (405) 

  

Net loss   $ (25,772)  $ (9,398) 
  

Net loss applicable to common stockholders per basic common share:    
Basic and diluted   $ (0.32)  $ (0.19) 

  

Weighted average common shares outstanding:    
Basic and diluted    81,009,268   49,131,554 

  

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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LOCAL BOUNTI CORPORATION
 UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT)

(in thousands, except share data)
 

  Voting Common Stock   
Non-Voting

Common Stock  

 

Additional
Paid-in
Capital   

Accumulated
Deficit   

Total
Stockholders’

Equity
(Deficit)    Shares   Amount  Shares   Amount 

Balance, December 31, 2021   86,344,881  $ 9   —    $ —    $169,916  $ (68,242)  $ 101,683 
Vesting of restricted stock units, net   120,876   —     —     —     —     —     —   
Stock-based compensation   —     —     —     —     11,042   —     11,042 
Net loss   —     —     —     —     —     (25,772)   (25,772) 

Balance, March 31, 2022   86,465,757  $ 9   —    $ —    $180,958  $ (94,014)  $ 86,953 

  Voting Common Stock   
Non-Voting

Common Stock  

 

Additional
Paid-in
Capital   

Accumulated
Deficit   

Total
Stockholders’

Equity
(Deficit)    Shares   Amount  Shares   Amount 

Balance, December 31, 2020   58,076,019  $ 1   8,944,465  $ —    $ 9,577  $ (12,149)  $ (2,571) 
Issuance of common stock   —     —     2,086,829   —     —     —     —   
Stock-based compensation   —     —     —     —     4,942   —     4,942 
Net loss   —     —     —     —     —     (9,398)   (9,398) 

Balance, March 31, 2021   58,076,019  $ 1   11,031,294  $ —    $ 14,519  $ (21,547)  $ (7,027) 

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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LOCAL BOUNTI CORPORATION
 UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
 

   
Three Months Ended

March 31,  
   2022   2021  
Operating Activities:    

Net loss   $ (25,772)  $ (9,398) 
Adjustments to reconcile net loss to cash used in operating activities:    

Depreciation    541   124 
Reduction of right-of-use assets from operating leases    28   —   
Stock-based compensation expense    11,013   4,942 
Bad debt and other allowances    2   (8) 
Inventory allowance    —     (25) 
Loss on disposal of property and equipment    196   —   
Change in fair value—Convertible Notes    —     299 
Amortization of debt issuance costs    191   —   

Changes in operating assets and liabilities:    
Accounts receivable    37   (33) 
Accounts receivable, related party    7   307 
Inventory    (341)   (166) 
Prepaid expenses and other current assets    (193)   (816) 
Other assets    112   5 
Accounts payable    2,619   955 
Operating lease liabilities    (25)   —   
Accrued liabilities    1,482   1,424 
Accrued liabilities, related party    18   (833) 

  

Net cash used in operating activities    (10,085)   (3,223) 
  

Investing Activities:    
Purchases of property and equipment    (14,673)   (1,070) 

  

Net cash used in investing activities    (14,673)   (1,070) 
  

Financing Activities:    
Proceeds from issuance of Convertible Notes, net    —     10,700 
Proceeds from financing obligations    71   1,066 
Proceeds from issuance of debt    —     10,388 
Repayment of debt    —     (550) 

  

Net cash provided by financing activities    71   21,604 
  

Net (decrease) increase in cash and cash equivalents and restricted cash    (24,687)   17,311 
Cash and cash equivalents and restricted cash and cash equivalents at beginning of period    101,077   45 

  

Cash and cash equivalents and restricted cash and cash equivalents at end of period   $ 76,390  $17,356 
  

See accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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Non-cash investing and financing activities:     
Purchases of property and equipment included in accounts payable and accrued liabilities   $8,161   $—   

    

Stock-based compensation capitalized to property and equipment, net   $ 29   $—   
    

Non-cash financing obligation activity   $ 840   $—   
    

Non-cash proceeds from issuance of Convertible Notes for services provided   $ —     $ 50 
    

The following table reconciles cash and cash equivalents and restricted cash and cash equivalents reported in the Unaudited Condensed Consolidated
Balance Sheets to the total amount shown in the Unaudited Condensed Consolidated Statements of Cash Flows:
 

   March 31,  
   2022    2021  
   (in thousands)  
As included in the Unaudited Condensed Consolidated Balance Sheets:     

Cash and cash equivalents   $ 71,974   $ 17,356 
Restricted cash and cash equivalents    4,416    —   

    

Total cash and cash equivalents and restricted cash and cash equivalents as shown in the
Unaudited Condensed Consolidated Statements of Cash Flows   $ 76,390   $ 17,356 
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LOCAL BOUNTI CORPORATION
 NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Business Description

Description of the Business

Local Bounti Corporation (“Local Bounti” or “the Company”) is redefining indoor farming with an innovative method—its proprietary Stack &
Flow Technology™—that significantly improves crop turns, increases output and improves unit economics. We grow healthy food utilizing a hybrid
approach that integrates the best attributes of controlled environment agriculture with natural elements. Our sustainable growing methods are better for the
planet, using 90% less land and 90% less water than conventional farming methods. With a mission to ‘bring our farm to your kitchen in the fewest food
miles possible,’ Local Bounti’s food is fresher, more nutritious, and lasts 3-5 times longer than traditional agriculture.

On March 14, 2022, the Company entered into definitive purchase agreements to acquire California-based complementary indoor farming company
Hollandia Produce Group, Inc., which operates under the name Pete’s® (“Pete’s”), for total consideration of $122.5 million, subject to customary
adjustments (the “Pete’s Acquisition”). On April 4, 2022, Company completed the Pete’s Acquisition pursuant to the terms and conditions of the purchase
agreements. Pursuant to the purchase agreements, Pete’s and its subsidiaries became wholly owned subsidiaries of the Company.

Pete’s is a California-based indoor farming company with three greenhouse growing facilities, including two operating facilities in California and
one under construction in Georgia which is scheduled to begin operations in the second quarter of 2022. Pete’s has distribution to approximately 10,000
retail locations across 35 U.S. states and Canadian provinces, primarily through direct relationships with blue-chip retail customers, including Albertsons,
Kroger, Target, Walmart, as well as Whole Foods and AmazonFresh. Pete’s primary products include living butter lettuce – where it is a leading provider
with an approximate 80 percent share of the controlled environment agriculture (“CEA”) market within the Western U.S. – as well as packaged salad and
cress.

2. Summary of Significant Accounting Policies

Basis of Presentation and Principles of Consolidation

Management of Local Bounti is responsible for the Unaudited Condensed Consolidated Financial Statements included in this document. The
accompanying Unaudited Condensed Consolidated Financial Statements have been prepared in accordance with accounting principles generally accepted
in the United States of America (“GAAP”). The Unaudited Condensed Consolidated Financial Statements include the accounts of the Company and its
wholly-owned subsidiaries. All significant intercompany accounts and transactions have been eliminated in the Unaudited Condensed Consolidated
Financial Statements herein.

The Unaudited Condensed Consolidated Financial Statements do not include all of the disclosures required by GAAP for annual financial statements
and should be read in conjunction with the audited Consolidated Financial Statements of the Company for the year ended December 31, 2021 (the “Annual
Financial Statements”), which have been prepared in accordance with GAAP. In the opinion of the Company, the accompanying Unaudited Condensed
Financial Statements contain all adjustments, consisting of only normal recurring adjustments, necessary for a fair statement of its financial position as of
March 31, 2022, and its results of operations for the three months ended March 31, 2022 and 2021, and cash flows for the three months ended March 31,
2022 and 2021. Results of operations for the interim periods are not necessarily indicative of the results to be expected for the full year ending
December 31, 2022. The Condensed Consolidated Balance Sheet at December 31, 2021, was derived from the Annual Financial Statements but does not
contain all of the footnote disclosures from the Annual Financial Statements.
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There have been no material changes or updates to the Company’s significant accounting policies from those described in the Annual Financial
Statements except for the updates noted below.

Reclassification

The Company reclassified depreciation in the Condensed Consolidated Statements of Operations for the three months ended March 31, 2021 to
conform to the presentation for the three months ended March 31, 2022. Depreciation is no longer stated as a separate financial statement line item on the
Condensed Consolidated Statements of Operations but it has instead been allocated to cost of goods sold, research and development, and selling, general
and administrative expense on the Condensed Consolidated Statements of Operations for the three months ended March 31, 2022 and 2021. This
reclassification had no impact on loss from operations or net loss. The Company believes this reclassification is preferable because it enhances the
comparability of its Unaudited Condensed Consolidated Financial Statements with those of many of its industry peers and aligns with how the Company
internally manages and reviews costs and margin.

The Company reclassified property and equipment, net for the balance that related to its operating lease right-of-use assets to be shown as a separate
line item on the Condensed Consolidated Balance Sheet as of December 31, 2021. The related operating lease liabilities and operating lease liabilities,
noncurrent included within accrued liabilities and other liabilities, respectively, have also been reclassified and are shown as separate line items on the
Condensed Consolidated Balance Sheet as of December 31, 2021. This reclassification had no impact on total assets and total liabilities and had no impact
on loss from operations or net loss. The Company believes this reclassification is preferable because it enhances the comparability of its Unaudited
Condensed Consolidated Financial Statements with those of many of its industry peers.

Recently Adopted Accounting Pronouncements

In May 2021, the FASB issued ASU 2021-04, Earnings Per Share (Topic 260), Debt—Modifications and Extinguishments
(Subtopic 470-50), Compensation—Stock Compensation (Topic 718), and Derivatives and Hedging—Contracts in Entity’s Own Equity
(Subtopic 815-40); Issuer’s Accounting for Certain Modifications or Exchanges of Freestanding Equity-Classified Written Call Options, which clarifies
the accounting for modifications or exchanges of freestanding equity-classified written call options (e.g., warrants) that remain equity classified after
modification or exchange. The Company adopted ASU 2021-04 on January 1, 2022 and applied the applicable amendments on a prospective basis. The
adoption did not have a material impact on the Company’s Unaudited Condensed Consolidated Financial Statements.

In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes, which is intended to
simplify various aspects related to accounting for income taxes. ASU 2019-12 removes certain exceptions to the general principles in ASC 740 and also
clarifies and amends existing guidance to improve consistent application. The Company adopted ASU 2019-12 on January 1, 2022 and applied the
applicable amendments on a prospective basis. The adoption did not have a material impact on the Company’s Unaudited Condensed Consolidated
Financial Statements.

Recently Issued Accounting Pronouncements

In August 2020, the FASB issued ASU 2020-06, Debt—Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging
—Contracts in Entity’s Own Equity (Subtopic 815-40): Accounting for Convertible Instruments and Contracts in an Entity’s Own Equity, which simplifies
the accounting for certain financial instruments with characteristics of liability and equity, including convertible instruments and contracts on an entity’s
own equity. The standard reduces the number of models used to account for convertible instruments, removes certain settlement conditions that are
required for equity contracts to qualify for the derivative scope exception, and requires the if-converted method for calculation of diluted earnings per share
for all convertible instruments. The standard is effective for the Company for fiscal years, and interim
 

F-8



Table of Contents

periods within those fiscal years, beginning after December 15, 2023. Early adoption is permitted, but no earlier than fiscal years beginning after
December 15, 2020. The Company is currently evaluating the impact of this standard on its Consolidated Financial Statements.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326), which amends the guidance on reporting credit
losses for assets held at amortized cost and available for sale debt securities. For assets held at amortized cost, the amendment eliminates the probable
initial recognition threshold in current U.S. GAAP and, instead, requires an entity to reflect its current estimate of all expected credit losses. The allowance
for credit losses is a valuation account that is deducted from the amortized cost of the financial assets to present the net amount expected to be collected.
ASU 2016-13 is effective for the Company as of January 1, 2023 and early adoption is permitted. The Company is currently evaluating the impact of this
standard on its Consolidated Financial Statements.

3. Inventory

Inventory consisted of the following:
 

   March 31,   December 31, 
   2022    2021  
   (in thousands)  
Raw materials   $ 399   $ 145 
Work-in-process    173    173 
Finished goods    104    69 
Packaging    682    467 
Consignment    —      163 
Inventory allowance    (95)    (95) 

    

Total inventory, net   $ 1,263   $ 922 
    

4. Property and Equipment

Property and equipment consisted of the following:
 

   March 31,   December 31, 
   2022    2021  
   (in thousands)  
Greenhouse facility   $ 11,033   $ 10,194 
Equipment    4,986    3,683 
Land    3,991    4,122 
Leasehold improvements    3,947    3,947 
Construction-in-progress    21,549    16,375 
Less: Accumulated depreciation    (1,512)    (971) 

    

Property and equipment, net   $ 43,994   $ 37,350 
    

Depreciation expense related to property and equipment was $541 thousand and $124 thousand for the three months ended March 31, 2022 and
2021, respectively.
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5. Accrued Liabilities

Accrued liabilities consisted of the following:
 

   March 31,   December 31, 
   2022    2021  
   (in thousands)  
Accrued construction expenses   $ 135   $ 11,192 
Accrued insurance    1,825    2,582 
Accrued payroll    273    792 
Accrued agriculture expenses    294    461 
Accrued legal fees    3,448    273 
Accrued other    746    720 

    

Total accrued liabilities   $ 6,721   $ 16,020 
    

6. Debt

Debt consisted of the following:
 

   March 31,   December 31, 
   2022    2021  
   (in thousands)  
Subordinated Facility   $ 16,293   $ 16,293 
Unamortized deferred financing costs, Cargill Credit Agreements    (5,183)    (5,094) 

    

Total debt   $ 11,110   $ 11,199 
    

Agreements with Cargill Financial

In September 2021, the Company and Cargill Financial entered into (a) a credit agreement (the “Original Senior Credit Agreement”) for an up to
$150,000 thousand multiple-advance term loan (the “Senior Facility”) and (b) a subordinated credit agreement (the “Original Subordinated Credit
Agreement” and, together with the Original Senior Credit Agreement, the “Original Credit Agreements”) for an up to $50,000 thousand multiple-advance
subordinated term loan (the “Subordinated Facility” and, together with the Senior Facility, the “Original Facilities”). On March 14, 2022, the Company
and Cargill Financial amended the Original Credit Agreements and the Original Facilities, as described in Note 13, Subsequent Events.

The interest rate on the Subordinated Facility is 10.5% per annum, with accrued interest on the agreement paid quarterly in arrears on the last
business day of each calendar quarter, commencing the last business day of the calendar quarter ending December 31, 2022, and on the maturity date
September 3, 2028. A total of $16,293 thousand was outstanding on the Subordinated Facility as of March 31, 2022 and December 31, 2021.

The interest rate on the Senior Facility is equal to LIBOR plus the Applicable Margin (which varies between 5.5% to 6.5% depending on the Senior
Facility net leverage ratio). The maturity date of the Senior Facility will be on September 3, 2028. There were no amounts outstanding on this loan as of
March 31, 2022 and December 31, 2021.

As part of the Original Credit Agreements, the Company is required to have an Interest Reserve Account. The Original Credit Agreements also
require the Company to be in compliance with certain financial covenants, including specified debt coverage, net leverage, and interest coverage ratios.
Additional covenants and other restrictions exist that limit the Company’s ability, among other things, to undergo a merger or consolidation, sell
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certain assets, create liens, guarantee certain obligations of third parties, make certain investments or acquisitions, and declare dividends or make
distributions. In accordance with the Original Credit Agreements, budgets and timelines for CEA facilities also have to be approved by Cargill Financial
and the Company is required to report ongoing CEA facility construction costs. The credit facility is secured with a first-priority lien against substantially
all of the assets of the Company, including its intellectual property.

The Original Credit Agreements have an unused revolving line commitment fee in an amount of 125 basis points per annum of the unused portion
of the Original Credit Agreements.

The Company was in compliance with all applicable covenants as of March 31, 2022.

7. Fair Value Measurements

The following table sets forth, by level within the fair value hierarchy, the accounting of the Company’s financial assets and liabilities at fair value
on a recurring and nonrecurring basis according to the valuation techniques the Company uses to determine their fair value:
 

   March 31, 2022  
   Level 1    Level 2   Level 3 

      

   (in thousands)  
Recurring fair value measurements       
Assets:       

Money market funds, included in cash and cash equivalents   $71,943   $ —     $ —   
      

Total   $71,943   $ —     $ —   
      

 
   December 31, 2021  
   Level 1    Level 2   Level 3 

      

   (in thousands)  
Recurring fair value measurements       
Assets:       

Money market funds, included in cash and cash equivalents   $96,661   $ —     $ —   
      

Total   $96,661   $ —     $ —   
      

The fair value of the Company’s money market funds is determined using quoted market prices in active markets for identical assets.

As of March 31, 2022 and December 31, 2021, the carrying value of all other financial assets and liabilities approximated their respective fair
values.

As of March 31, 2022 and December 31, 2021, the Company had no transfers between levels of the fair value hierarchy of its liabilities measured at
fair value.
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8. Stock-Based Compensation

Restricted Common Stock Awards

A summary of the restricted common stock awards (“RSAs”) for three months ended March 31, 2022 is as follows:
 

   

Number of
Shares of
Restricted
Common

Stock
Awards    

Average
Grant-Date
Fair Value  

Unvested at December 31, 2021    5,479,451   $ 1.80 
Vested    (208,682)   $ 2.66 

    

Unvested at March 31, 2022    5,270,769   $ 1.84 
    

The total expense of RSAs for the three months ended March 31, 2022 was $917 thousand. As of March 31, 2022, the total compensation cost
related to unvested RSAs not yet recognized is $5,302 thousand. Expense for unvested RSAs not yet recognized is expected to be recognized over a
weighted average period of 2.16 years.

Restricted Stock Units

A summary of the change in control restricted stock units (“RSUs”) activity for the three months ended March 31, 2022 is as follows:
 

   
Number of

RSUs    

Average
Grant-Date
Fair Value  

Unvested at December 31, 2021    2,395,789   $ 9.73 
Granted    7,321,188   $ 5.67 
Forfeited    (49,697)   $ (9.97) 
Vested    (123,884)   $ (9.83) 

    

Unvested and outstanding at March 31, 2022    9,543,396   $ 6.61 
    

The total expense value of RSUs for the three months ended March 31, 2022 was $10,096 thousand. There was no expense for RSUs for the three
months ended March 31, 2021. As of March 31, 2022, the total compensation cost related to unvested RSUs not yet recognized is $51,525 thousand.
Expense for unvested RSUs not yet recognized is expected to be recognized over a weighted average period of 2.56 years.

9. Income Taxes

For the three months ended March 31, 2022 and 2021, the Company incurred net operating losses and, accordingly, no provision for income taxes
has been recorded. In addition, no benefit for income taxes has been recorded due to the uncertainty of the realization of any tax assets.

On March 31, 2022, the Company had approximately $54,600 thousand of U.S. federal and state net operating losses. On December 31, 2021, the
Company had approximately $41,800 thousand of federal and state net operating losses. These net operating loss carryforwards can be carried forward by
the Company indefinitely.

10. Net Loss Per Share

Net loss per share is computed by dividing net loss by the weighted average number of common stock outstanding during the period. In computing
net loss per share, the Company’s unvested restricted common stock
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and warrants are not considered participating securities. Diluted loss per common share is the same as basic loss per common share for all periods
presented because the effects of potentially dilutive items were anti-dilutive given the Company’s net loss. Diluted net loss per common share adjusts basic
net loss per share attributable to ordinary shareholders to give effect to all potential ordinary shares that were dilutive and outstanding during the period.
For the three months ended March 31, 2022 and 2021, no instrument was determined to have a dilutive effect.

Net loss per share calculations for all periods prior to the Business Combination have been retrospectively restated to the equivalent number of
shares reflecting the exchange ratio established in the reverse capitalization. Subsequent to the Business Combination, net loss per share was calculated
based on weighted average number of shares of common stock then outstanding.

The following table sets forth the computation of the Company’s net loss per share attributable to stockholders:
 

   

Three Months Ended March 31,
(in thousands, except share and per

share data)  
   2022    2021  
Net loss   $ (25,772)   $ (9,398) 
Weighted average common stock outstanding, basic and diluted    81,009,268    49,131,554 

    

Net loss per common share, basic and diluted   $ (0.32)   $ (0.19) 
    

The following table discloses the weighted-average shares outstanding of securities that could potentially dilute basic net loss per share in the future
that were not included in the computation of diluted net loss per share as the impact would be anti-dilutive:
 

   
Three Months Ended

March 31,  
   2022    2021  
CIC Restricted Stock    5,395,590    9,679,209 
Convertible Notes    —      3,095 
Warrants    11,539,306    6,650 

11. Commitments and Contingencies

Legal Matters

The Company has and may become party to various legal proceedings and other claims that arise in the ordinary course of business. The Company
records a liability when it believes that it is probable that a loss will be incurred, and the amount of loss or range of loss can be reasonably estimated.
Management is currently not aware of any matters that it expects will have a material adverse effect on the financial position, results of operations, or cash
flows of the Company.
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Non-Cancelable Purchase Commitments

As of March 31, 2022, the Company had the following non-cancelable purchase commitments, primarily related to software products and services
used to facilitate the Company’s operations at the enterprise level.
 

   
Purchase

Commitments 
(in thousands)     
Remainder of 2022   $ 357 
2023    402 
2024    204 

  

Total lease payments   $ 963 
  

The Company currently maintains operating leases for both buildings and equipment under short-term lease arrangements. As of March 31, 2022,
the maturities of lease liabilities under non-cancelable operating leases were as follows:
 

   
Operating

Leases  
(in thousands)     
Remainder of 2022   $ 99 
2023    96 
2024    90 

  

Total lease payments   $ 285 
  

12. Related Party Transactions

BrightMark Partners LLC Management Services Agreement

In August 2018, the Company entered into an agreement with BrightMark Partners LLC (“BrightMark”), a related party, for certain management
services including management, business, operational, strategic, and advisory services. Under the agreement, management services were to be provided for
an initial term of three years that automatically renewed for an additional one-year term. As consideration for the management services, the Company paid
$40 thousand, including costs and expenses incurred by BrightMark on behalf of Local Bounti, as reasonably determined by both parties on a monthly
basis. In March 2021, the Company and BrightMark terminated the management services agreement.

The Company incurred management fees $120 thousand for the three months ended March 31, 2021. No management fees were incurred for three
months ended March 31, 2022.

McLeod Property HM LLC Commercial Lease

In June 2021, the Company entered into a commercial lease agreement with McLeod Property HM LLC (“McLeod”), a related party. The lease had
a one-year term commencing on June 15, 2021 and ending June 14, 2022 or upon lease termination. The lease was terminated on March 15, 2022. The
monthly rent was $3,250 per month.

“Accrued liabilities, related party” primarily represents amounts owed to BrightMark and McLeod related to the management services and
commercial lease agreement, respectively, and were $26 thousand and $8 thousand as of March 31, 2022 and December 31, 2021, respectively.

13. Subsequent Events

The Company has evaluated subsequent events from the Unaudited Condensed Consolidated Balance Sheet date through the date the Unaudited
Condensed Consolidated Financial Statements were issued.
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On March 14, 2022, the Company entered into a definitive agreement to acquire Pete’s, for total consideration of $122.5 million, subject to
customary adjustments. On April 4, 2022, Company completed the Pete’s Acquisition pursuant to the terms and conditions of the purchase agreements.
Pursuant to the purchase agreements, Pete’s and its subsidiaries became indirect wholly owned subsidiaries of the Company.

Consideration paid by Local Bounti in connection with the Pete’s Acquisition consisted of $92.5 million in cash and 5,654,000 shares of Local
Bounti common stock, which had an original consideration, at the time of signing, of $30.0 million and a fair value of $50.9 million as of the date of the
Pete’s Acquisition. The final amount of consideration for the Pete’s Acquisition remains subject to certain post-closing adjustments, including with respect
to net working capital (inclusive of cash) and certain assumed liabilities.

Also, on April 4, 2022, in connection with consummating the transactions contemplated by the purchase agreements, Pete’s acquired the properties
previously being leased by Pete’s from STORE Master Funding XVIII, LLC (“STORE”) pursuant to certain sale-leaseback agreements between Pete’s
and STORE for an aggregate purchase price of $25.8 million in cash (the “Property Acquisition”) and will be accounted for by the Company as an asset
acquisition.

On March 14, 2022, Local Bounti and Local Bounti Operating Company, along with certain subsidiaries of the Company, entered into a First
Amendment to Credit Agreements and Subordination Agreement (the “Amendment”) to amend the Original Credit Agreements and the Original Facilities
(as amended, the “Amended Facilities”). On April 4, 2022 in connection with closing of the Pete’s Acquisition, (a) the Pete’s Acquisition was funded
pursuant to the Amended Facilities, (b) the aggregate commitment amount of the Original Facilities was reduced to $170.0 million which is anticipated to
be the amount necessary to fund the Pete’s Acquisition, the Property Acquisition, the updating of the facilities to be acquired in the Pete’s Acquisition with
the Company’s Stack & Flow Technology™ and certain expansion at one Pete’s facility, (c) the minimum liquidity covenant was reduced from
$30 million to $20 million (inclusive of existing restricted cash on the Condensed Consolidated Balance Sheets) and (d) the interest rate of each of the
Senior Facility and the Subordinated Facility increased by 2%, among other matters. Pursuant to the Amendment, in connection with the Closing, the
Company (i) paid a $2.0 million amendment fee and (ii) issued 1,932,931 shares of Common Stock to Cargill Financial.

There have been no other events or transactions that occurred subsequent to March 31, 2022 that require recognition or disclosure.
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 REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Local Bounti Corporation

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheet of Local Bounti Corporation and subsidiaries (the “Company”) as of December 31, 2021,
the related consolidated statements of operations, changes in stockholders’ equity (deficit), and cash flows for the year then ended and the related notes
(collectively referred to as the “consolidated financial statements”). In our opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2021, and the results of its operations and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audit. We are a public accounting firm registered with the Public Company Accounting Oversight Board
(United States) (“PCAOB”) and are required to be independent with respect to the Company in accordance with U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part of our audit we are required to obtain an
understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control over financial reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether due to error or
fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the consolidated financial statements. Our audit also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements. We believe that our audit provides a reasonable basis
for our opinion.

/s/ WithumSmith+Brown, PC

We have served as the Company’s auditor since 2021.

Whippany, New Jersey

March 30, 2022

PCAOB ID Number 100
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 REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Local Bounti Corporation

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheet of Local Bounti Corporation and its subsidiary (“the Company”) as of December 31, 2020,
the related consolidated statements of operations, changes in stockholders’ equity (deficit) and cash flows for the year ended December 31, 2020, and the
related notes to the consolidated financial statements (collectively, the financial statements). In our opinion, except for effects of the adjustments, if any, as
might have been determined to be necessary had we been engaged to audit the retroactive conversion of shares due to the Business Combination, as
described below, the financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2020, and the
results of its operations and its cash flows for the year ended December 31, 2020, in conformity with accounting principles generally accepted in the
United States of America.

Retroactive Conversion of Shares Due to Business Combination

We were not engaged to audit the retroactive conversion of shares due to Business Combination for the year ended December 31, 2020, as discussed in
Note 3 to the financial statements.

Emphasis of Matter Regarding Going Concern

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. The Company had suffered
recurring losses from operations that raised substantial doubt about the Company’s ability to continue as a going concern. The financial statements did not
include any adjustments that might result from the outcome of this uncertainty.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s financial
statements based on our audit. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB)
and are required to be independent with respect to the Company in accordance with U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.

Except as discussed above, we conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audit
included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements. Our audit also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion.

/s/ RSM US LLP

San Francisco, California

July 16, 2021

We served as the Company’s auditor from 2021 to 2021.
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LOCAL BOUNTI CORPORATION
 CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)
 
   December 31,  
   2021   2020  
Assets    
Current assets    

Cash and cash equivalents   $ 96,661  $ 45 
Restricted cash and cash equivalents    4,416   —   
Accounts receivable, net of allowance    110   11 
Accounts receivable—related party    8   322 
Inventory, net of allowance    922   243 
Prepaid expenses and other current assets    3,391   7 

  

Total current assets    105,508   628 
Property and equipment, net    37,405   8,423 
Other assets    1,017   51 

  

Total assets   $143,930  $ 9,102 
  

Liabilities and stockholders’ equity (deficit)    
Current liabilities    

Accounts payable   $ 1,912  $ 176 
Accrued liabilities    16,048   1,294 
Accrued liabilities—related party    8   833 
Share settlement note    —     50 

  

Total current liabilities    17,968   2,353 
Long-term debt, net of deferred financing costs    11,199   104 
Financing obligation    13,070   9,216 
Other liabilities    10   —   

  

Total liabilities    42,247   11,673 
Commitments and contingencies (Note 15)    
Stockholders’ equity (deficit)    

Common stock, $0.0001 par value, 400,000,000 shares authorized, 86,344,881 and 58,076,019 issued and outstanding
as of December 31, 2021 and December 31, 2020, respectively    9   1 

Additional paid-in capital    169,916   9,577 
Accumulated deficit    (68,242)   (12,149) 

  

Total stockholders’ equity (deficit)    101,683   (2,571) 
  

Total liabilities and stockholders’ equity (deficit)   $143,930  $ 9,102 
  

See accompanying Notes to Consolidated Financial Statements
 

F-18



Table of Contents

LOCAL BOUNTI CORPORATION
 CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)
 
   Year Ended December 31,  
   2021   2020  
Sales   $ 638  $ 82 
Cost of goods sold    432   91 

  

Gross profit (loss)    206   (9) 
Operating expenses:    

Research and development    3,425   1,079 
Selling, general and administrative    41,498   6,834 

  

Total operating expenses    44,923   7,913 
  

Loss from operations    (44,717)   (7,922) 
Other income (expense):    

Management fee income    79   35 
Convertible Notes fair value adjustment    (5,067)   —   
Debt extinguishment expense    (1,485)   —   
Interest expense, net    (5,133)   (522) 
Other income and expense    230   —   

  

Loss before income taxes    (56,093)   (8,409) 
Income tax expense    —     —   

  

Net loss   $ (56,093)  $ (8,409) 
  

Net loss applicable to common stockholders per basic common share:    
Basic and diluted   $ (1.06)  $ (0.17) 

  

Weighted average common shares outstanding:    
Basic and diluted    52,888,268   49,676,523 

  

See accompanying Notes to Consolidated Financial Statements
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LOCAL BOUNTI CORPORATION
 CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT)

(in thousands, except share data)
 
   Voting Common Stock  

  

Additional
Paid-in
Capital   

Accumulated
Deficit   

Total
Stockholders’

Equity (Deficit)    Shares   Amount 
Balance, December 31, 2019    10,291,688  $ 1   $ 6,293  $ (3,740)  $ 2,554 

Issuance of common stock    1,799,811   —      —     —     —   
Retroactive conversion of shares due to Business Combination   47,999,249   —      —     —     —   
Share redemption    (2,014,729)     (11)    (11) 
Stock-based compensation    —     —      3,295   —     3,295 
Net loss    —     —      —     (8,409)   (8,409) 

    

Balance, December 31, 2020    58,076,019  $ 1   $ 9,577  $ (12,149)  $ (2,571) 
Issuance of restricted common stock, net    1,182,129   —      —     —     —   
Merger recapitalization, net of issuance costs $30,422    23,817,279   8    137,523   —     137,531 
Vesting of restricted stock units, net    45,386   —      —     —     —   
Cash distribution to Legacy Local Bounti shareholders    —     —      (27,320)   —     (27,320) 
Conversion of Convertible Notes to common stock    3,224,068   —      32,241   —     32,241 
Stock-based compensation    —     —      17,895   —     17,895 
Net loss    —     —      —     (56,093)   (56,093) 

    

Balance, December 31, 2021    86,344,881  $ 9   $169,916  $ (68,242)  $ 101,683 
    

See accompanying Notes to Consolidated Financial Statements
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LOCAL BOUNTI CORPORATION
 CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
 

   
Year Ended

December 31,  
   2021   2020  
Cash flows from operating activities    

Net loss   $ (56,093)  $(8,409) 
Adjustments to reconcile net loss to net cash used in operating activities:    

Depreciation    684   287 
Stock-based compensation expense    17,895   3,295 
Bad debt and other allowances    19   —   
Inventory allowance    (26)   —   
Change in fair value—Convertible Notes    5,067   —   
Change in fair value—Warrant    10   —   
Gain on Convertible Notes    (240)   —   
Loss on debt extinguishment    939   —   
Amortization of debt issuance costs    782   —   
Interest expense on Convertible Notes    1,364   —   

Changes in assets and liabilities:    
Accounts receivable    (120)   (11) 
Accounts receivable—related party    313   (322) 
Inventory    (652)   (243) 
Prepaid expenses and other current assets    (3,384)   1 
Other assets    (966)   (51) 
Accounts payable    1,737   29 
Other long-term liabilities    10   —   
Warrant liabilities    (1,425)   —   
Accrued liabilities    14,795   1,095 
Accrued liabilities—related party    (817)   491 

  

Net cash used in operating activities    (20,108)   (3,838) 
  

Cash flows from investing activities    
Purchases of property and equipment    (29,666)   (3,422) 

  

Net cash used in investing activities    (29,666)   (3,422) 
  

Cash flows from financing activities    
Proceeds from recapitalization, net of issuance costs $30,422    137,532   —   
Proceeds from issuance of Convertible Notes, net    26,000   —   
Proceeds from financing obligations    3,854   7,675 
Proceeds from issuance of debt    26,793   453 
Cash distribution to Legacy Local Bounti shareholders    (27,320)   —   
Payment of debt issuance costs    (5,399)   —   
Repayment of debt    (10,654)   (2,880) 
Redemption of common stock    —     (80) 

  

Net cash provided by financing activities    150,806   5,168 
  

Net increase (decrease) in cash and cash equivalents and restricted cash    101,032   (2,092) 
Cash and cash equivalents and restricted cash and cash equivalents at beginning of period    45   2,137 

  

Cash and cash equivalents and restricted cash and cash equivalents at end of period   $101,077  $ 45 
  

See accompanying Notes to Consolidated Financial Statements
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Supplemental disclosures of cash flow information     
Cash paid for interest   $ 2,981   $ 49 

    

Non-cash investing and financing activities:     
Purchases of property and equipment included in accounts payable and accrued liabilities   $ 12,441   $ 1,541 

    

Non-cash redemption of common stock   $ —     $ 11 
    

Non-cash proceeds from issuance of Convertible Notes for services provided   $ 50   $ —   
    

Non-cash proceeds from issuance of Share Settlement Note   $ —     $ 80 
    

The following table reconciles cash and cash equivalents and restricted cash and cash equivalents reported in the Consolidated Balance Sheets to the
total amount shown in the Consolidated Statements of Cash Flows:
 

   
December 31,
(in thousands)  

   2021    2020  
As included in the Consolidated Balance Sheets:     

Cash and cash equivalents   $ 96,661   $ 45 
Restricted cash and cash equivalents    4,416    —   

    

Total cash and cash equivalents and restricted cash and cash equivalents as shown in the
Consolidated Statements of Cash Flows   $101,077   $ 45 
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LOCAL BOUNTI CORPORATION
 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Business Description

Description of the Business

Local Bounti is a premier CEA company redefining conversion efficiency and ESG standards for indoor agriculture. Local Bounti operates an
advanced indoor growing facility in Hamilton, Montana, within a few hours’ drive of its retail and food service partners. Reaching retail shelves in record
time post-harvest, Local Bounti produce is superior in taste and quality compared to traditional field-grown greens. Local Bounti’s GAP Plus+ and
non-GMO produce is sustainably grown using proprietary technology 365 days a year, using significantly less pesticides and herbicides, and using 90%
less land and 90% less water than conventional outdoor farming methods. With a mission to ‘bring our farm to your kitchen in the fewest food miles
possible,’ Local Bounti is disrupting the cultivation and delivery of produce.

On November 19, 2021 (the “Closing Date”), the Company (at such time named Leo Holdings III Corp) consummated the Business Combination
pursuant to the Agreement and Plan of Merger, dated June 17, 2021 with Legacy Local Bounti. In connection with the consummation of the Business
Combination, the Company changed its name from Leo Holdings III Corp to Local Bounti Corporation. The Company’s common stock is listed on the
NYSE under the symbol “LOCL.”

On March 14, 2022, we entered into a definitive agreement to acquire California-based complementary indoor farming company Pete’s, for total
consideration of $122.5 million, subject to customary adjustments. Local Bounti expects to close the acquisition of Pete’s in the second quarter of 2022.
See Note 17, Subsequent Events, for further information regarding the Company’s acquisition of Pete’s.

Unless the context otherwise requires, the “Company” refers to the combined company and its subsidiary following the Business Combination.
“Leo” refers to the Company prior to the Business Combination and “Legacy Local Bounti” refers to Local Bounti prior to the Business Combination.
“New Local Bounti” refers to Local Bounti subsequent to the Business Combination. For further discussion of the Business Combination, refer to Note 3,
Business Combination and Recapitalization.

2. Summary of Significant Accounting Policies

Basis of Presentation and Principles of Consolidation

The accompanying Consolidated Financial Statements have been prepared in accordance with accounting principles generally accepted in the United
States of America (“GAAP”). The Consolidated Financial Statements include the accounts of the Company and its wholly-owned subsidiaries. All
significant intercompany accounts and transactions have been eliminated in the Consolidated Financial Statements herein.

Reclassification

The Company reclassified depreciation in the Consolidated Statements of Operations for the year ended December 31, 2020 to conform to the
presentation for the year ended December 31, 2021. Depreciation is no longer stated as a separate financial statement line item on the Consolidated
Statements of Operations but it has instead been allocated to cost of goods sold, research and development, and selling, general and administrative expense
on the Consolidated Statements of Operations for the years ended December 31, 2021 and 2020. This reclassification had no impact on loss from
operations or net loss. The Company believes this reclassification is preferable because it enhances the comparability of its Consolidated Financial
Statements with those of many of its industry peers and aligns with how the Company internally manages and reviews costs and margin.
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Stock Split

On November 19, 2021, the Company effected a 1-to-4.969669 stock split in connection with the Business Combination. All share and earnings per
share information have been retroactively adjusted to reflect the stock split and the incremental par value of the newly issued shares was recorded with the
offset to additional paid-in capital.

Use of Estimates

The preparation of the Consolidated Financial Statements in accordance with GAAP requires management to make estimates and assumptions that
affect the amounts reported in the Consolidated Financial Statements and accompanying Notes. On an ongoing basis, the Company evaluates its estimates,
including those related to the valuation of instruments issued for stock-based compensation, inventory valuation reserve, warrant liabilities, and income
taxes, among others. The Company bases these estimates on historical experience and on various other assumptions that it believes are reasonable under
the circumstances, the results of which form the basis for making judgments about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. Actual results may differ materially from these estimates.

Significant Risks and Uncertainties

The Company is subject to those risks common in the consumer products and agriculture industries and those risks common to early stage
development companies, including, but not limited to, the possibility of not being able to successfully develop or market its products, competition,
dependence on key personnel and key external alliances, the ability to maintain and establish relationships with current and future vendors and suppliers,
the successful protection of its proprietary technologies, compliance with government regulations, and the possibility of not being able to obtain additional
financing when needed.

Cash and Cash Equivalents

The Company considers all highly liquid, short-term investments with an original maturity date of three months or less to be cash equivalents.

The Company deposits its cash and cash equivalents in a commercial bank. From time to time, cash balances in these accounts exceed the Federal
Deposit Insurance Corporation insured limits. The Company mitigates exposure to credit risk by placing cash and cash equivalents with highly rated
financial institutions. To date, the Company has not experienced any losses in such accounts, and believes it is not exposed to any significant credit risk on
its cash and cash equivalents.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents are restricted through legal contracts or regulations. On September 3, 2021, the Company entered into Credit
Agreements with Cargill Financial, including the Subordinated Facility to borrow up to $50,000 thousand and the Senior Facility to borrow up to
$150,000 thousand. For further detail, see Note 7, Debt.

As part of the Subordinated Facility, the Company is required to establish an “Interest Reserve Account,” which is a deposit account, that contains
minimum funds in an amount equal to or greater than the Minimum Interest Amount (as set forth in the Subordinated Facility agreement). The Company
has drawn a total of $16,293 thousand on the Subordinated Facility as of December 31, 2021. Out of the total outstanding balance, $4,416 thousand was to
fund the Interest Reserve Account and is included in “Restricted cash and cash equivalents” on the Consolidated Balance Sheet. The long-term portion of
the Subordinated Facility is included in “Long-term debt” on the Consolidated Balance Sheets.
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Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable includes billed receivables and is presented net of an allowance for doubtful accounts. Trade accounts receivable are recorded
at the invoiced amount and do not bear interest. In establishing the required allowance, management considers historical losses, current market conditions,
customers’ financial condition, the age of the receivables, and current payment patterns. Account balances are written off against the allowance after all
means of collection have been exhausted and the potential for recovery is considered remote. The allowance for doubtful accounts was not material at
December 31, 2021 and 2020.

Fair Value Measurements

The Company measures fair value based on the price that would be received upon sale of an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. As such, fair value may be based on assumptions that market participants would use in
pricing an asset or liability. The authoritative guidance on fair value measurements establishes a consistent framework for measuring fair value on either a
recurring or nonrecurring basis whereby inputs used in valuation techniques are assigned a hierarchical level. The following are the hierarchical levels of
inputs to measure fair value:
 

 •  Level 1—This level consists of quoted prices (unadjusted) in active markets that are accessible at the measurement date for assets or
liabilities.

 

 •  Level 2—This level consists of observable prices that are based on inputs not quoted on active markets but corroborated by market data.
 

 •  Level 3—This level consists of unobservable inputs that are used when little or no market data is available.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is significant to the fair value
measurement. Valuation techniques used need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Inventory

Inventory is carried at the lower of cost or net realizable value using the first-in, first-out (FIFO) method. Cost is determined using the weighted
average cost method. Inventory write-downs are recorded for shrinkage, damaged, stale and slow-moving items.

The assessment of recoverability of inventories and the amounts of any write-downs are based on currently available information and assumptions
about future demand and market conditions. Demand for produce may fluctuate significantly over time, and actual demand and market conditions may be
more or less favorable than the Company’s projections. If actual demand is lower than originally projected, additional inventory write- downs may be
required.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Expenditures for additions or renewals and improvements are capitalized;
expenditures for maintenance and repairs that neither materially add to the value of the property nor appreciably prolong its economic life are charged to
expense as incurred.
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Depreciation is computed using the straight-line method over the estimated useful lives of the assets, which are as follows:
 

Asset Class   Estimated Useful Life
Greenhouse Facility   30 years
Production Equipment   5 years
Office Equipment   3 years
Leasehold Improvements   Shorter of lease term or useful life of asset

Intangible Assets

Finite-lived intangible assets consist of software. These assets are being amortized over their estimated useful lives. Finite-lived intangible assets are
tested for impairment only when management has determined that potential impairment indicators are present. Intangible assets is included in “Other
assets” on the Consolidated Balance Sheet.

COVID-19 and Paycheck Protection Program Loan

On January 30, 2020, the World Health Organization (“WHO”) announced a global health emergency because of a new strain of coronavirus
originating in Wuhan, China (the “COVID-19 outbreak”) and the risks to the international community as the virus spreads globally beyond its point of
origin. In March 2020, the WHO classified the COVID-19 outbreak as a pandemic, based on the rapid increase in exposure globally. On March 27, 2020,
the Coronavirus Aid, Relief and Economic Security Act (the “CARES Act”) was signed into law. The CARES Act, among other things, includes
provisions relating to refundable payroll tax credits, and deferment of the employer’s portion of Social Security taxes. In April 2020, the Company
received $104 thousand from stimulus loans under the Paycheck Protection Program (“PPP”) of the CARES Act. The PPP is administered by the U.S.
Small Business Administration (the “SBA”). For additional discussion of the PPP loan, refer to Note 7, Debt. The Company’s eligibility for the stimulus
loan, expenditures that qualify toward forgiveness, and the final balance of the stimulus loan that may be forgiven were subject to audit and final approval
by the SBA. To the extent that all or part of the stimulus loan was not forgiven, the Company was required to pay interest at 1% and, commencing in
October 2020, interest payments were required through the maturity date in April 2022. The terms of the stimulus loan provide for customary events of
default including, among other things, payment defaults, breach of representations and warranties, and insolvency events. The stimulus loan may have
been accelerated upon the occurrence of an event of default, including if the SBA subsequently reached an audit determination that the Company did not
meet the eligibility criteria. In June 2021, the Company repaid the amounts under the PPP loan.

Leases

The Consolidated Financial Statements reflect the Company’s adoption of ASU No. 2016-02, Leases (“ASC 842”), effective August 20, 2018 (the
date of the Company’s incorporation) since it was early adopted by the Company. The Company determines if an arrangement contains a lease at inception
of a contract. The Company defines a lease as a contract, or part of a contract, that conveys the right to control the use of identified property or equipment
(an identified asset) for a period of time in exchange for consideration. Control over the use of the identified asset means that the Company has both the
right to obtain substantially all of the economic benefits from the use of the asset and the right to direct the use of the asset.

The right-of-use assets, net and liabilities associated with leases are recognized based on the present value of the future minimum lease payments
over the lease term. Lease terms reflect options to extend or not to terminate the lease when it is reasonably certain that the option will be exercised. For
leases that include residual value guarantees, the Company includes these costs in the lease liability when it is probable such costs will be incurred.
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The Company utilizes certain practical expedients and policy elections available under ASC 842. The Company does recognize right-of-use assets
or lease liabilities for short-term leases (leases with an initial term of 12 months or less) and the Company has elected to separate lease and non-lease
components for all existing classes of assets.

Operating lease expenses for fixed lease payments are recognized on a straight-line basis over the lease term. Variable lease payments to the lessor
such as maintenance, utilities, insurance, and real estate taxes are expensed as incurred. For further discussion, see Note 9, Leases.

Revenue Recognition

The Consolidated Financial Statements reflect the Company’s adoption of ASU 2014-09, “Revenue from Contracts with Customers” (Topic 606)
effective August 20, 2018 (the date of the Company’s incorporation).

Sale of produce: The Company’s principal business is the production and sale of sustainably grown fresh greens and herbs through CEA facilities.
Revenue is recognized at a point in time when the product control is transferred to the customer in an amount that reflects the consideration the Company
expects to be entitled to in exchange for those goods. In general, control transfers to the customer when the product is shipped or delivered to the customer
based upon applicable shipping terms. Customer contracts generally do not include more than one performance obligation.

Sale of intellectual property: Revenue is generated from the sale of intellectual property that the Company has developed. For each licensing
agreement for intellectual property, the promise to deliver a license that grants the customer the right to use the intellectual property is considered to be a
distinct performance obligation. Revenue from intellectual property is recognized at a point in time upon delivery of documentation of the Company’s
intellectual property to the licensee. Intellectual property sold in 2021 consisted of intellectual property for salad kits, including the licensed know-how for
recipes, packaging support, and branding kit development.

Revenue by major product or service type is as follows:
 

   
Year Ended

December 31,  
   2021    2020  
   (in thousands)  
Revenue from sale of produce   $551   $ 82 
Revenue from sale of intellectual property    87    —   

    

Total Revenue   $638   $ 82 
    

The Company does not have unbilled receivable balances arising from transactions with customers. Payment terms are generally between 10 to 20
days.

The Company does not capitalize contract inception costs, as contracts (which are in the form of purchase orders from customers) are one year or
less and the Company does not incur significant fulfillment costs requiring capitalization.

The Company has made the accounting policy election to exclude any sales and similar taxes from the transaction price. As a result, revenue is
presented net of these taxes.

Research and Development

Research and development expenses consist primarily of compensation to employees engaged in research and development activities, including
salaries, and related benefits, in addition to related overhead (including
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depreciation, utilities and other related allocated expenses) as well as supplies and services related to the development of the Company’s growing process.
Local Bounti’s research and development efforts are focused on development of the Company’s process utilizing its CEA facility.

Stock-Based Compensation

The Company measures and recognizes compensation expense for all equity-based awards made to employees, directors, and non-employees, based
on estimated fair values recognized over the requisite service period in accordance with ASC 718, Stock-Based Compensation. Stock-based payments are
recognized in the Consolidated Statements of Operations as a selling, general and administrative expense. The Company recognizes compensation expense
for all equity-based awards with service vesting requirements on a tranche-by-tranche basis using the accelerated attribution method over the requisite
service period of the award, which is generally the award’s vesting period. Forfeitures of awards are accounted for in the period in which they occur.

Advertising

Advertising expenses are expensed as incurred. The Company incurred advertising expenses of $703 thousand for the year ended December 31,
2021. Advertising expenses for the year ended December 31, 2020 were not material. Advertising expenses are included in “Selling, general and
administrative” expense in the Consolidated Statements of Operations.

Income Taxes

The Company accounts for income taxes under the asset and liability method, which requires the recognition of deferred tax assets and liabilities for
the expected future tax consequences of events that have been included in the Consolidated Financial Statements. Under this method, deferred income
taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the
carrying amounts of assets and liabilities for income tax purposes and operating losses carried forward, measured by applying tax rates based on currently
enacted tax laws.

Valuation allowances are calculated, when necessary, to reduce the net deferred tax assets to an amount that is more likely than not to be realized.
Changes in the valuation allowances occurring in subsequent periods are included in the Consolidated Statements of Operations.

The Company recognizes uncertain tax positions based upon its estimate of whether, and the extent to which, additional taxes will be due when such
estimates are more likely than not to be sustained. Uncertain income tax positions are not recognized if there is less than a 50% likelihood of being
sustained.

Concentrations of Risk and Significant Customers

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist principally of cash and cash
equivalents and accounts receivable. The Company maintains its cash and cash equivalents accounts with financial institutions which management
believes to be of high-credit quality. The Company is exposed to risk in the event of default by these financial institutions or the issuers of these securities
to the extent the balances are in excess of amounts that are insured by the Federal Deposit Insurance Corporation.

The Company’s receivables are derived from revenue earned from customers located in the United States. The Company provides credit to its
customers in the normal course of business and requires no collateral to secure accounts receivable. The Company maintains an allowance for doubtful
accounts related to estimated credit losses.
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Significant customers are those customers who represent 10% or more of total revenue during the year or 10% or more of net accounts receivable at
the balance sheet date. At December 31, 2021, there were four significant customers that accounted for approximately 81% of the Company’s accounts
receivable. For the year ended December 31, 2021, four individual customers represented more than 10% of total revenue. In aggregate, these four
customers represented approximately 82% of the Company’s revenue for the year ended December 31, 2021.

Contingencies

Loss contingencies (other than income tax-related contingencies) arise from actual or possible claims and assessments and pending or threatened
litigation that may be brought against the Company by individuals, governments or other entities. Based on the Company’s assessment of loss
contingencies at each balance sheet date, a loss is recorded in the financial statements if it is probable that an asset has been impaired or a liability has been
incurred and the amount of the loss can be reasonably estimated.

Segment Reporting

The Company has a single operating and reportable segment. The Company’s chief operating decision maker is its Co-Chief Executive Officers,
who review financial information presented on a consolidated basis for purposes of making operating decisions, assessing financial performance, and
allocating resources.

Emerging Growth Company

Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting
standards until private companies are required to comply with the new or revised financial accounting standards. The Company qualifies as an emerging
growth company, as defined in the JOBS Act, and therefore intends to take advantage of certain exemptions from various public company reporting
requirements, including delaying adoption of new or revised accounting standards until those standards apply to private companies. The effective dates
shown below reflect the election to use the extended transition period.

Recently Issued Accounting Pronouncements

In May 2021, the FASB issued ASU 2021-04, Earnings Per Share (Topic 260), Debt—Modifications and Extinguishments (Subtopic 470-50),
Compensation—Stock Compensation (Topic 718), and Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40); Issuer’s
Accounting for Certain Modifications or Exchanges of Freestanding Equity-Classified Written Call Options, which clarifies the accounting for
modifications or exchanges of freestanding equity-classified written call options (e.g. warrants) that remain equity classified after modification or
exchange. The standard is effective for the Company for fiscal years, and interim periods within those fiscal years beginning after December 15, 2021.
Early adoption is permitted. The Company is currently in the process of evaluating the impact that the adoption of the ASU will have on the Company’s
accounting of its debt and warrants.

In August 2020, the FASB issued ASU 2020-06, Debt—Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging—
Contracts in Entity’s Own Equity (Subtopic 815-40): Accounting for Convertible Instruments and Contracts in an Entity’s Own Equity, which simplifies
the accounting for certain financial instruments with characteristics of liability and equity, including convertible instruments and contracts on an entity’s
own equity. The standard reduces the number of models used to account for convertible instruments, removes certain settlement conditions that are
required for equity contracts to qualify for the derivative scope exception, and requires the if-converted method for calculation of diluted earnings per share
for all convertible instruments. The standard is effective for the Company for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2023. Early adoption is permitted, but no earlier than fiscal years beginning after December 15, 2020. The Company is currently evaluating
the impact of this standard on its Consolidated Financial Statements.
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In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes, which is intended to
simplify various aspects related to accounting for income taxes. ASU 2019-12 removes certain exceptions to the general principles in ASC 740 and also
clarifies and amends existing guidance to improve consistent application. This guidance is effective for the Company beginning January 1, 2022 and
interim periods within fiscal years beginning after December 15, 2022, with early adoption permitted. The Company is currently evaluating the impact of
this standard on its Consolidated Financial Statements.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326), which amends the guidance on reporting credit
losses for assets held at amortized cost and available for sale debt securities. For assets held at amortized cost, the amendment eliminates the probable
initial recognition threshold in current U.S. GAAP and, instead, requires an entity to reflect its current estimate of all expected credit losses. The allowance
for credit losses is a valuation account that is deducted from the amortized cost of the financial assets to present the net amount expected to be collected.
ASU 2016-13 is effective for the Company as of January 1, 2023 and early adoption is permitted. The Company is currently evaluating the impact of this
standard on its Consolidated Financial Statements.

3. Business Combination and Recapitalization

On November 19, 2021, the Company consummated the Business Combination pursuant to that certain Agreement and Plan of Merger, dated
June 17, 2021, by and among Leo, and Legacy Local Bounti. In connection with the consummation of the Business Combination (the “Closing”), the
registrant changed its name from Leo Holdings III Corp to Local Bounti Corporation.

The Business Combination was accounted for as a reverse recapitalization in accordance with GAAP as Legacy Local Bounti has been determined to
be the accounting acquirer, based on the following predominant factors:
 

 •  Legacy Local Bounti stockholders have the largest portion of voting rights in the Company;
 

 •  the Board and Management are primarily composed of individuals associated with Legacy Local Bounti; and
 

 •  Legacy Local Bounti was the larger entity based on historical operating activity and Legacy Local Bounti had the larger employee base at the
time of the Business Combination.

Under this method of accounting, while Leo was the legal acquirer, it has been treated as the “acquired” company for financial reporting purposes.
Accordingly, the Business Combination was treated as the equivalent of Local Bounti issuing stock for the net assets of Leo, accompanied by a
recapitalization. The net assets of Leo were stated at historical cost, with no goodwill or other intangible assets recorded. Operations prior to the Business
Combination are those of Legacy Local Bounti. Reported shares and earnings per share available to holders of the Company’s common stock, prior to the
business combination, have been retroactively restated as shares reflecting the exchange ratio established in the Business Combination (approximately
4.969669 Local Bounti shares to every share of Leo).

In connection with the Business Combination, Leo entered into subscription agreements with certain investors (the “PIPE Investors”), whereby it
issued 15,000,000 shares of common stock at $10.00 per share (the “PIPE Shares”) for an aggregate purchase price of $150,000 thousand (the “PIPE
Financing”), which closed simultaneously with the consummation of the Business Combination. Upon the closing of the Business Combination, the PIPE
Investors were issued shares of the Company’s common stock.

The aggregate consideration for the Business Combination and proceeds from the PIPE Financing was approximately $150,000 thousand, consisting
of shares of common stock valued at $10.00 per share. Including the PIPE financing, the aggregate common stock consideration consists of 83,514,977
shares of Legacy Local Bounti common stock, including shares issuable in respect of vested equity awards of the Legacy Local Bounti.
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In connection with the Business Combination, the Company incurred direct and incremental costs of $34,773 thousand related to the equity
issuance, consisting of $30,422 thousand of investment banking, legal, accounting and other professional fees, which were recorded to additional paid-in
capital and treated as a reduction of proceeds, and expenses of $4,351 thousand primarily related to advisory, legal, and accounting fees in conjunction
with the Business Combination were recorded within Selling, general and administrative expenses on the Consolidated Statement of Operations for the
year ended December 31, 2021.

4. Inventory

Inventories consisted of the following:
 

   December 31,  
   2021    2020  
   (in thousands)  
Raw materials   $145   $ 21 
Work-in-process    173    83 
Finished goods    69    5 
Packaging    467    182 
Consignment    163    21 
Inventory allowance    (95)    (69) 

    

Total inventory, net   $922   $243 
    

5. Property and Equipment

Property and equipment consisted of the following:
 

   December 31,  
   2021    2020  
   (in thousands)  
Greenhouse facility   $10,194   $5,203 
Equipment    3,683    1,621 
Land    4,122    345 
Leasehold improvements    3,947    —   
Construction-in-progress    16,375    1,541 
Right-of-use asset (lease)    55    —   
Less: Accumulated depreciation    (971)    (287) 

    

Property and equipment, net   $37,405   $8,423 
    

Depreciation expense related to property and equipment was $684 thousand and $287 thousand for the years ended December 31, 2021 and 2020,
respectively.
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6. Accrued Liabilities

Accrued liabilities consisted of the following:
 

   December 31,  
   2021    2020  
   (in thousands)  
Accrued construction expenses   $11,192   $ —   
Accrued insurance    2,582    —   
Accrued payroll    792    1,125 
Accrued agriculture expenses    461    —   
Accrued legal fees    273    —   
Accrued other    748    169 

    

Total accrued liabilities   $16,048   $1,294 
    

7. Debt

Debt consisted of the following:
 

   December 31,  
   2021    2020  
   (in thousands)  
PPP loan   $ —     $104 
Share settlement note    —      50 
Subordinated Facility    16,293    —   
Unamortized deferred financing costs, Cargill Credit Agreements    (5,094)    —   
Total debt    11,199    154 
Share settlement note—short term    —      (50) 

    

Long-term debt, less current portion and Convertible Notes   $11,199   $104 
    

Share Settlement Note

In April 2020, the Company entered into a promissory note with a former shareholder for a principal amount of $80 thousand in connection with the
share settlement as discussed in Note 11, Stockholders’ Equity (Deficit), below. The note accrues interest at a rate of 0.91% and is paid in monthly
payments of $5 thousand until the maturity date of October 1, 2021. In March 2021, all outstanding amounts were repaid to the former shareholder.

Short-Term Loan

In January 2021, the Company entered into a short-term loan agreement with First Interstate Bank to finance the general working capital for the
Company. The loan had a principal balance of $500 thousand, bears interest at 5.25% per annum and matures in April 2021. In April 2021, this loan was
repaid in full.

Convertible Notes

During 2021, the Company entered into a series of identical convertible long-term notes with various parties with a maturity date of February 8,
2023 (referred to herein as the “Convertible Notes”). Prior to conversion on November 19, 2021, the Convertible Notes had a combined total principal
balance is $26,050 thousand and bore interest at 8% per annum. The Convertible Notes were accounted for at fair value with changes in fair value being
recognized under Convertible Notes fair value adjustment within the income statement. The Convertible
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Notes had a conversion feature that triggered upon the earliest of a qualified equity financing or a qualified SPAC transaction, as defined by the agreement.
On November 19, 2021, upon the closing of Business Combination, the outstanding principal of all the Convertible Notes were converted into a number of
shares of common stock, at a conversion price equal to value of each share of common stock in the qualified SPAC transaction multiplied by 85%. The
Company recognized $1,364 thousand in interest expense in connection with the Convertible Notes for the year ended December 31, 2021. The Company
converted all the Convertible Notes, including the related accrued interest of $1,364 thousand, to equity and recorded net gain on settlement of
$240 thousand.

Agreements with Cargill Financial

In March 2021, the Company entered into a loan with Cargill Financial to finance the general working capital for the Company. This loan had a
principal balance of up to $10,000 thousand and bore interest at 8% per annum with a maturity date of March 22, 2022. In September 2021, this loan was
repaid in full. In connection with the original loan, the lender also received 25% equity warrant coverage on the original loan amount. The warrant to
purchase shares entitles the lender to a number of shares totaling 25% of the principal amount of the loan multiplied by 85% of the lowest cash price per
share upon the earliest of a qualified equity financing, SPAC transaction, or an acquisition, as defined by the agreement. The warrants are still outstanding.
For more information on the warrants, see Note 11, Stockholders’ Equity (Deficit).

On September 3, 2021, the Company entered into the Subordinated Facility with Cargill Financial, including an agreement to borrow up to
$50,000 thousand and also entered into the Senior Facility to borrow up to $150,000 thousand.

The interest rate on the Subordinated Facility is 10.5% per annum, with accrued interest on the agreement paid quarterly in arrears on the last
business day of each calendar quarter, commencing the last business day of the calendar quarter ending December 31, 2021, and on the maturity date
September 3, 2028. A total of $16,293 thousand was outstanding on the Subordinated Facility as of December 31, 2021.

The interest rate on the Senior Facility will be equal to LIBOR plus the Applicable Margin (which varies between 5.5% to 6.5% depending on the
Senior Facility net leverage ratio). The maturity date of the Senior Facility will be on September 3, 2028. There are no amounts outstanding on this loan as
of December 31, 2021.

As part of the Cargill Credit Agreements, the Company is required to establish an Interest Reserve Account as described above in Note 2, Summary
of Significant Accounting Policies. The Cargill Credit Agreements also require the Company to be in compliance with certain financial covenants,
including specified debt coverage, net leverage, and interest coverage ratios. Additional covenants and other restrictions exist that limit the Company’s
ability, among other things, to undergo a merger or consolidation, sell certain assets, create liens, guarantee certain obligations of third parties, make
certain investments or acquisitions, and declare dividends or make distributions. In accordance with the Credit Agreements, budgets and timelines for CEA
facilities also have to be approved by Cargill Financial and the Company is required to report ongoing CEA facility construction costs. The credit facility
is secured with a first-priority lien against substantially all of the assets of the Company, including its intellectual property.

The Cargill Credit Agreements have an unused revolving line commitment fee in an amount of 125 basis points per annum of the unused portion of
the Credit Agreements.

The Company was in compliance with all applicable covenants as of December 31, 2021.

8. Financing Obligation

In June 2020, the Company completed the construction of the Montana Facility. Subsequent to the completion, the Company entered into a sale and
finance leaseback transaction for the Montana Facility with
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Grow Bitterroot, a related party, for total consideration of $6,885 thousand with an initial term of 15 years. The Company also has an option to extend the
term of the facility lease for three consecutive terms of five years each, of which the Company currently reasonably expects to extend the first term. In
addition, the Company and Grow Bitterroot entered into a property maintenance and management services agreement under which the Company will
provide all property maintenance and management services including business, operational, strategic and advisory services in exchange for an annual fee
of $50 thousand. The property maintenance and management services agreement includes an initial term of three years with one year autorenewals unless
terminated by either party with 30 days’ notice.

The transaction did not qualify for sale leaseback accounting due to the finance leaseback classification prohibiting sale accounting. As such, the
transaction is accounted for as a financing transaction (a failed sale). Therefore, the assets remain on the Consolidated Balance Sheet (see Note 5, Property
and Equipment) with the proceeds from the transaction and purchases of equipment on behalf of the related party recorded as a financing obligation. In
addition, the Company will manage the facility and perform maintenance in exchange for a management fee under the property maintenance and
management services agreement. The contractual payments for both the lease agreement and property maintenance and management agreement are applied
as payments of deemed principal and imputed interest. The Company utilized a rate of 11.60% to calculate imputed interest. See Note 16, Related Party
Transactions, for further discussion.

The lease agreement does not contain residual value guarantees. The agreement does not contain restrictions or covenants that may result in
additional financial obligations. The landlord has the option to construct future improvements on the property; when the improvements are completed, the
base rent will increase.

The following tables summarizes the financing obligation and the presentation in our Consolidated Statements of Operations for the period
presented:
 

   
Year Ended

December 31,  
   2021    2020  
   (in thousands)  
Finance obligation:     
Amortization of financing obligation assets   $ 433   $215 
Interest on financing liabilities    1,076    475 

    

Total financing liabilities   $1,509   $690 
    

The following table summarizes future financing obligation payments by fiscal year:
 

   
Finance

Obligation 
For the year ending December 31,   
(in thousands)   
2022   $ 1,479 
2023    1,537 
2024    1,591 
2025    1,623 
2026    1,655 
Thereafter    26,597 
Total financing obligation payments    34,482 
Amount representing interest    (25,294) 
Net financing obligation and asset at end of term    3,882 
Total financing obligation   $ 13,070 
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9. Leases

The company currently maintains operating leases for both buildings and equipment under short-term lease arrangements. Total expense related to
these arrangements was $377 thousand and $37 thousand for the years ended December 31, 2021 and 2020, respectively.

As of December 31, 2021, the maturities of lease liabilities under non-cancelable operating leases were as follows:
 

   
Operating

Leases  
Year ending December 31,   
(in thousands)   
2022   $ 139 
2023    96 
2024    90 

  

Total lease payments   $ 325 
  

10. Fair Value Measurements

The following table sets forth, by level within the fair value hierarchy, the accounting of the Company’s financial assets and liabilities at fair value
on a recurring and nonrecurring basis according to the valuation techniques the Company uses to determine their fair value:
 

   December 31, 2021  
   Level 1    Level 2   Level 3 

      

   (in thousands)  
Recurring fair value measurements       
Assets:       

Money market funds   $96,661   $ —     $ —   
Total   $96,661   $ —     $ —   

   December 31, 2020  
   Level 1    Level 2   Level 3 

      

   (in thousands)  
Recurring fair value measurements       
Assets:       

Money market funds   $ 4   $ —     $ —   
      

Total   $ 4   $ —     $ —   
      

The fair value of the Company’s money market funds is determined using quoted market prices in active markets for identical assets.

As of December 31, 2021 and 2020, the carrying value of all other financial assets and liabilities approximated their respective fair values.
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The following table presents changes in the Level 3 fair value measurement for the warrant liability on a recurring basis:
 

   
Year Ended

December 31,  

   
Convertible

Notes    
Warrant
Liability 

   (in thousands)  
Balance as of December 31, 2020   $ —     $ —   

Additions    26,050    1,415 
Fair value measurement adjustments    5,067    10 
Gain on Convertible Notes    (240)    —   
Interest expense on Convertible Notes (paid-in-kind)    1,364    —   
Settlement of Convertible Notes and Warrants    (32,241)    (1,425) 

    

Balance as of December 31, 2021   $ —     $ —   
    

As mentioned in Note 3, Business Combination and Recapitalization, Convertible Notes had been converted and settled upon the close of the
Business Combination.

As of December 31, 2021 and 2020, the Company had no transfers between levels of the fair value hierarchy of its liabilities measured at fair value.

11. Stockholders’ Equity (Deficit)

Common Stock

On November 22, 2021, the Company’s common stock and warrants began trading on the New York Stock Exchange under the symbol “LOCL”
and “LOCL WS” respectively. Pursuant to the terms of the Amended and Restated Certificate of Incorporation, the Company is authorized to issue up to
400,000,000 common stock, $0.0001 par value per share, and 100,000,000 shares of Preferred Stock, $0.0001 par value per share. Immediately following
the Business Combination, there were 86,299,495 shares of voting common stock and 11,539,216 warrants outstanding.

The rights of the holders of the voting common stock and nonvoting common stock are as follows:

Voting Common Stock—Each holder of common stock is entitled to one vote for each share of common stock held.

Nonvoting Common Stock—Each holder of nonvoting common stock is entitled to zero votes for each share of nonvoting common stock held.
Holders of nonvoting common stock are not entitled to information rights, or rights to dividends or other distributions, until immediately prior to a
liquidation event. For further discussion on nonvoting common stock, see Note 12, Stock-Based Compensation.

Common Stock Outstanding

In conjunction with the Business Combination, Leo obtained commitments from certain PIPE Investors to purchase 15,000,000 shares of the
Company’s common stock at a purchase price of $10.00 per share.
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At the close of the Business Combination with Leo, the Company had 86,299,495 shares of common stock outstanding. The following summarizes
the Company’s common stock outstanding as of the close of the transaction:
 

   Shares    %  
Leo sponsor shares    6,875,000    8.0% 
Leo public stockholders    1,701,281    2.0% 
PIPE shares    15,000,000    17.4% 
Common stock issued for Legacy Local Bounti voting common stock, Legacy Local

Bounti non-voting common stock and conversion of convertible debt of Local Bounti   62,482,214    72.3% 
Common stock issued to certain service providers as payment for services in connection

with the Business Combination    241,000    0.3% 
    

Total common stock    86,299,495    100.0% 
    

Public and Private Warrants

Upon the Closing, there were 10,833,333 outstanding public and private warrants to purchase shares of the Company’s common stock that were
issued by Leo prior to the Business Combination. Each whole warrant entitles the registered holder to purchase one whole share of the Company’s common
stock at a price of $11.50 per share, subject to adjustment as discussed below, 30 days after the Closing, provided that the Company has an effective
registration statement under the Securities Act covering the shares of common stock issuable upon exercise of the warrants and a current prospectus
relating to them is available and such shares are registered, qualified or exempt from registration under the securities, or blue sky, laws of the state of
residence of the holder.

Pursuant to the warrant agreement, a warrant holder may exercise its warrants only for a whole number of shares of common stock. The warrants
will expire on November 19, 2026, or earlier upon redemption or liquidation. The Private Placement Warrants are identical to the public warrants, except
that the Private Placement Warrants and the common stock issuable upon exercise of the Private Placement Warrants were not transferable, assignable or
salable until 30 days after the completion of the Business Combination, subject to certain limited exceptions. Additionally, the Private Placement Warrants
are non-redeemable so long as they are held by Leo Investors III LP (the “Sponsor”) or any of its permitted transferees. If the Private Placement Warrants
are held by someone other than the Sponsor or its permitted transferees, the Private Placement Warrants will be redeemable by the Company and
exercisable by such holders on the same basis as the Warrants. The Company may redeem the outstanding warrants in whole and not in part at a price of
$0.01 per warrant upon a minimum of 30 days’ prior written notice of redemption, if and only if the last sale price of the Company’s common stock equals
or exceeds $18.00 per share for any 20-trading days within a 30-trading day period ending three business days before the Company sends the notice of
redemption to the warrant holders. In no event will the Company be required to net cash settle the Warrant exercise. As of December 31, 2021,
outstanding public and private warrants, excluding warrants issued to Cargill Financial, were 10,833,333. Cargill Financial received 705,883 warrants in
connection with the transaction pursuant to a warrant agreement entered into in connection with a previous credit facility.

Transactions Related to Former Stockholders

In December 2019, the Company entered into a settlement agreement to repurchase all of the remaining unvested restricted shares from a former
shareholder subject to the stock restriction agreement (see Note 12, Stock-Based Compensation) for a total of $149 thousand with amounts being held in
escrow. In April 2020, the Company entered into a settlement agreement for the repurchase of all the shares from the former shareholder,
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including the vested and unvested restricted shares and the remaining unrestricted shares not subject to vesting conditions. As part of the settlement
agreement for the repurchase of all the restricted and unrestricted shares, the Company paid the former shareholder a total of $80 thousand in cash and
entered into a $80 thousand term note. For further details, see Note 7, Debt.

12. Stock-Based Compensation

In 2020, the Company adopted an Equity Incentive Plan (the “2020 Plan”) pursuant to which the Company’s Board of Directors could grant stock
awards to employees and service providers. According to the 2020 Plan, incentive stock options may only be granted to eligible employees. Non-statutory
stock options, stock appreciation rights, restricted stock, RSUs, and employee stock purchase plan were also included in the 2020 Plan, which could be
granted to service providers. A total of 2,250,000 shares of restricted common stock were originally reserved for issuance. The 2020 Plan was amended to
adjust the total number of shares available for issuance under the 2020 Plan to 3,250,000 of which 2,541,501 awards had been made as of November 19,
2021 (prior to the close of the Business Combination). In October 2021, the Company adopted a new Equity Incentive Plan (the “2021 Plan”), which
replaced the 2020 Plan. The 2020 Plan terminate upon the effectiveness of the 2021 Plan, at which time the outstanding awards previously granted
thereunder were assumed by the Company. Following termination of the 2020 Plan, no new awards will be granted under such plan but previously granted
awards will continue to be subject to the terms and conditions of the 2020 Plan and the stock award agreements pursuant to which such awards were
granted. Under the 2021 Plan, the Company can grant stock options, stock appreciation rights, restricted stock, restricted stock units and certain other
awards which are settled in the form of common shares under the 2021 Plan.

As part of the close of the Business Combination, the awards outstanding under the 2020 Plan were split by using the exchange rate of 4.969669
resulting in 12,630,417 awards outstanding.

Restricted Common Stock Awards

The Company granted change in control restricted common stock awards (RSAs) under the 2020 Plan. Upon a “change in control” (as defined in the
2020 Plan) of Local Bounti, the change in control restricted common stock awards would vest in full. If a “qualified public offering” of the common stock
of Local Bounti occurred (as defined in the 2020 Plan, which includes the consummation of the Business Combination) prior to a change in control, then
the change in control restricted common stock would vest upon the vesting schedule set forth in the 2020 Plan or individual award agreements. The fair
value of the restricted common stock-based compensation awards was determined using the fair market value of the Company’s common stock on the date
of the grant as determined by the Board.

In November 2021, Legacy Local Bounti and certain restricted stockholders amended their change in control restricted stock awards to remove the
vesting trigger and converted the vesting to four-year time-based vesting, with 10% vesting on the first anniversary of the original vesting commencement
date and 30% vesting on each anniversary thereafter, subject to the grantee’s continued service on each applicable vesting date. As the vesting trigger was
removed, the Company was required to recognize the compensation expenses through the Consolidated Statement of Operations.
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A summary of the change in control restricted common stock activity awards for 2021 and 2020 is as follows:
 

   

Number of Shares
of Restricted

Common Stock
Awards    

Average Grant-
Date Fair Value 

Unvested at January 1, 2020    —     $ —   
Granted    1,799,811   $ 1.27 
Retroactive conversion of shares due to the Business

Combination    7,144,653   $ 1.27 
Unvested at December 31, 2020, as converted    8,944,464   $ 1.27 
Granted    2,086,827   $ 2.66 
Forfeited    (904,698)   $ 1.27 
Vested    (4,647,142)   $ 1.27 
Unvested at December 31, 2021    5,479,451   $ 1.80 

 
1 These amounts give effect to the 1-to-4.969669 Stock Split in connection with the Business Combination that occurred in November 19, 2021.

The total expense of restricted common stock for the years ended December 31, 2021 and 2020 was $9,551 thousand and $0 thousand, respectively.
As of December 31, 2021, the total compensation cost related to unvested restricted common stock not yet recognized is $6,219 thousand. Unvested
restricted common stock not yet recognized is expected to be recognized over a weighted average period of 2.34 years.

Restricted Stock Units

The Legacy Local Bounti board of directors granted RSUs under the 2020 Plan. The Company has entered into various RSU agreements with both
employees and nonemployees. The vesting for these RSUs range from three months to four years on a graded vesting schedule.

A summary of the change in control RSUs activity for 2021 (there was no activity prior to 2021) is as follows:
 

   
Number of

RSUs    
Average Grant-
Date Fair Value 

Unvested at December 31, 2020    —     $ —   
Granted and vested    503,821   $ 9.60 
Retroactive conversion of shares due to the Business Combination    2,000,003   $ 9.60 
Forfeited    (2,485)   $ 9.97 
Vested2    (105,550)   $ 6.75 

    

Unvested and outstanding at December 31, 2021    2,395,789   $ 9.73 
    

 
1 These amounts give effect to the 1-to-4.969669 Stock Split in connection with the Business Combination that occurred on November 19, 2021.
2 These shares were net settled for 45,396 shares to cover the required withholding tax upon vesting.

The total expense value of RSUs for the years ended December 31, 2021 and 2020 was $3,402 thousand and $0 thousand respectively. As of
December 31, 2021, the total compensation cost related to unvested RSUs not yet recognized is $20,616 thousand. Unvested RSUs not yet recognized are
expected to be recognized over a weighted average period of 2.63 years.
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Stock Restriction Agreements

On June 27, 2019, the Company entered into stock restriction agreements with two stockholders of the Company, whereby certain vesting
restrictions were imposed on the stockholders’ shares as a condition to a third-party investor’s requirement to invest in the Company at a cash purchase
price of approximately $19.67 per share. Under the stock restriction agreements, the Company has the exclusive option to repurchase all or any portion of
the restricted shares held by the stockholders which have not vested upon termination of their services. The restricted shares are released from the
Company’s option to repurchase in twelve quarterly installments. In April 2020, the Company entered into a settlement agreement for the repurchase of
shares from one of the stockholders, as discussed in Note 11, Stockholders’ Equity (Deficit). The grant date fair value of the restricted shares was deemed
to be the price per share as determined in the contemporaneous issuance of common stock.

Compensation expense recorded was $4,942 thousand and $3,295 thousand for the years ended December 31, 2021 and 2020, respectively. In March
2021, the Company terminated the stock restriction agreement with the remaining stockholders and recognized all remaining unvested compensation
expense during the first quarter of 2021.

13. Income Taxes

For the years ended December 31, 2021 and 2020, the Company incurred net operating losses and, accordingly, no provision for income taxes has
been recorded. In addition, no benefit for income taxes has been recorded due to the uncertainty of the realization of any tax assets. On December 31,
2021, the Company had approximately $41,800 thousand of U.S. federal and state net operating losses. On December 31, 2020, the Company had
approximately $7,200 thousand of federal and state net operating losses. These net operating loss carryforwards can be carried forward by the Company
indefinitely.

The components of the Company’s deferred tax assets and liabilities are as follows:
 

   

Year Ended
December 31,
(in thousands)  

   2021    2020  
Currently reportable expense     

Federal   $ —     $ —   
State    —      —   

    

   —      —   
Deferred benefit:     

Federal    6,129    1,841 
State    2,163    591 

    

   8,292    2,432 
Less valuation allowance    (8,292)    (2,432) 

    

Total provision for income tax expense   $ —     $ —   
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December 31,
(in thousands)  

   2021    2020  
Gross deferred tax assets arising from     

Net operating loss carryforwards   $ 11,619   $ 1,990 
ASC 842 right-of-use asset and liability    3,661    979 
Capitalized SPAC transaction costs    1,207    —   

    

   16,487    2,969 
Deferred tax liabilities arising from:     

Deferred franchise tax    (598)    —   
ASC 842 right-of-use asset    (3,071)    —   
Depreciation    (1,714)    (156) 

    

Total deferred tax liabilities    (5,383)    (156) 
Net deferred tax assets before valuation allowance    11,104    2,813 
Less valuation allowance    (11,104)    (2,813) 

    

Net deferred tax assets   $ —     $ —   
    

For financial reporting purposes, the Company has incurred a loss in each period since its inception. Based on the available objective evidence,
including the Company’s history of losses, management believes it is more likely than not that the net deferred tax assets will not be fully realizable.
Accordingly, the Company provided for a full valuation allowance against its net deferred tax assets at December 31, 2021 and 2020. During the years
ended December 31, 2021 and 2020, the change in the valuation allowance of $8,291 thousand and $2,432 thousand, respectively, was primarily due to the
generation of additional net operating losses.

The Company’s income tax returns and the amount of income or loss reported are subject to examination by the respective taxing authorities. If such
examinations result in changes to the profits or losses, the tax liabilities of the Company could be changed accordingly.

14. Net Loss Per Share

Net loss per share is computed by dividing net loss by the weighted average number of common stock outstanding during the period. In computing
net loss per share, the Company’s unvested restricted common stock and warrants are not considered participating securities. Diluted loss per common
share is the same as basic loss per common share for all periods presented because the effects of potentially dilutive items were anti-dilutive given the
Company’s net loss. Diluted net loss per common share adjusts basic net loss per share attributable to ordinary shareholders to give effect to all potential
ordinary shares that were dilutive and outstanding during the period. For the year ended December 31, 2021 and 2020, no instrument was determined to
have a dilutive effect.

Net loss per share calculations for all periods prior to the Business Combination have been retrospectively restated to the equivalent number of
shares reflecting the exchange ratio established in the reverse capitalization. Subsequent to the Business Combination, net loss per share was calculated
based on weighted average number of shares of common stock then outstanding.
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The following table sets forth the computation of the Company’s net loss per share attributable to stockholders:
 

   

Year Ended December 31,
(in thousands, except share and

per share data)  
   2021   2020  
Net loss   $ (56,093 ) $   (8,409) 
Weighted average common stock outstanding, basic and diluted    52,888,268   49,676,523 

  

Net loss per common share, basic and diluted   $ (1.06 ) $   (0.17) 
  

The following table discloses the weighted-average shares outstanding of securities that could potentially dilute basic net loss per share in the future
that were not included in the computation of diluted net loss per share as the impact would be anti-dilutive:
 

   
Year Ended

December 31,  
   2021    2020  
CIC Restricted Stock    9,876,930    654,960 
Warrants    1,556,628    —   

15. Commitments and Contingencies

Legal Matters

The Company has and may become party to various legal proceedings and other claims that arise in the ordinary course of business. The Company
records a liability when it believes that it is probable that a loss will be incurred, and the amount of loss or range of loss can be reasonably estimated.
Management is currently not aware of any matters that it expects will have a material adverse effect on the financial position, results of operations, or cash
flows of the Company.

Non-Cancelable Purchase Commitments

As of December 31, 2021, the Company had non-cancelable purchase commitments of $1,004 thousand, primarily related to software products and
services used to facilitate the Company’s operations at the enterprise level.

Defined Contribution Plan

The Company sponsors a 401(k) defined contribution plan covering all eligible U.S. employees. Contributions to the 401(k) plan are discretionary.
The Company’s contributions to the 401(k) plan for the year ended December 31, 2021 totaled $180 thousand. The Company did not make any matching
contributions to the 401(k) plan for the year ended December 31, 2020.

16. Related Party Transactions

BrightMark Partners LLC Management Services Agreement

In August 2018, the Company entered into a management services agreement with BrightMark Partners LLC (“BrightMark”), a related party, for
certain management services including management, business, operational, strategic, and advisory services. Under the agreement, management services
were to be provided for
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an initial term of three years that automatically renewed for an additional one-year term. As consideration for the management services, the Company paid
$40 thousand, including costs and expenses incurred by BrightMark on behalf of Local Bounti, as reasonably determined by both parties on a monthly
basis. In March 2021, the Company and BrightMark terminated the management services agreement.

The Company incurred management fees of $120 thousand and $628 thousand for the years ended December 31, 2021 and 2020, respectively.

“Accrued liabilities—related party” primarily represents amounts owed to BrightMark related to the management services agreement and were
$8 thousand and $833 thousand as of December 31, 2021 and December 31, 2020, respectively.

17. Subsequent Events

The Company has evaluated subsequent events from the Consolidated Balance Sheet date through March 30, 2022, the date the Consolidated
Financial Statements were issued.

On March 14, 2022, the Company entered into a definitive agreement to acquire California-based complementary indoor farming company
Hollandia Produce Group, Inc., which operates under the name Pete’s, for total consideration of $122.5 million, subject to customary adjustments. The
Pete’s Acquisition consideration will be comprised of $92.5 million in cash, expected to be provided pursuant to Local Bounti’s existing lending facility
with Cargill, and the remaining $30.0 million of consideration payable in shares of Local Bounti common stock.

On March 14, 2022, in connection with the Pete’s Acquisition, Pete’s also entered into a purchase and sale agreement with STORE to acquire all of
the properties currently being leased by Pete’s pursuant to certain sale- leaseback agreements between Pete’s and STORE for an aggregate purchase price
of $25.8 million to be paid by Local Bounti in connection with the closing of the Pete’s Acquisition, but not included in the total consideration set forth
above.

On March 14, 2022, the Company entered into an Amendment to amend the Original Credit Agreements and the Original Facilities. The
Amendment provides that, subject to and upon the closing of the Pete’s Acquisition, (a) the Pete’s Acquisition will be funded pursuant to the Amended
Facilities, (b) the aggregate commitment amount of the Original Facilities will be reduced to $170.0 million which is anticipated to be the amount
necessary to fund the Pete’s Acquisition, the Property Acquisition, the updating of the facilities to be acquired in the Pete’s Acquisition with the
Company’s Stack & Flow Technology™ and certain expansion at one facility, (c) the minimum liquidity covenant will be reduced from $30 million to
$20 million (inclusive of existing restricted cash on the Consolidated Balance Sheets) and (d) the interest rate of each of the Senior Facility and the
Subordinated Facility will increase by 2%, among other matters. As part of the Amendment, the Company agreed to (i) pay a $2.0 million amendment fee
and (ii) issue 1,932,931 shares of Common Stock to Cargill Financial upon the closing of the Pete’s Acquisition.

There have been no other events or transactions that occurred subsequent to December 31, 2021 that require recognition or disclosure.
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HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES

 CONDENSED CONSOLIDATED BALANCE SHEETS
 
   March 31,   December 31,  
   2022   2021  
   (Unaudited)     
ASSETS    
Current assets:    

Cash and cash equivalents   $ 1,106,841  $ 1,546,295 
Accounts receivable, net    2,035,483   1,862,539 
Other receivables    17,654   1,867,553 
Inventories, net    2,137,887   2,471,161 
Prepaid expenses and other current assets    886,813   628,883 

  

Total current assets    6,184,678   8,376,431 
Property, plant, and equipment, net    18,493,908   18,541,178 
Financing lease right-of-use assets    8,583,466   8,705,663 
Goodwill, net    1,310,234   1,396,250 
Intangible assets, net    1,829,525   1,990,568 
Other assets    2,211,605   2,219,550 

  

Total assets   $ 38,613,416  $ 41,229,640 
  

LIABILITIES AND OWNERS’ INVESTMENT    
Current liabilities:    

Accounts payable   $ 2,593,732  $ 3,730,437 
Accrued expenses and other current liabilities    2,228,105   1,649,915 
Current portion of related party notes payable    52,930,300   51,150,316 

  

Total current liabilities    57,752,137   56,530,668 
Financing lease liabilities    9,860,856   9,828,873 
Notes payable    33,200,000   33,200,000 
Related party stock warrants    2,160   1,984 

  

Total liabilities    100,815,153   99,561,525 
Commitments and contingencies (See Notes)    
Owners’ investment    

Capital stock, 2,000,000 shares authorized; 680,100 shares issued and outstanding    —     —   
Series A preferred unit, no par value; 490 shares authorized, issued, and outstanding    —     —   
Class B common unit, no par value; 176 shares authorized; 170 shares issued and outstanding    —     —   
Unearned ESOP shares    (20,442,506)   (20,442,506) 
Additional paid-in capital    28,381,015   28,381,014 
Accumulated deficit    (70,140,246)   (66,270,393) 

  

Total owners’ investment    (62,201,737)   (58,331,885) 
  

Total liabilities and owners’ investment   $ 38,613,416  $ 41,229,640 
  

See accompanying notes to condensed consolidated financial statements.
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HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
 CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
 
FOR THE THREE MONTHS ENDED MARCH 31,   2022   2021  
Net Revenues   $ 5,930,614  $ 5,364,510 
Cost of revenues    3,234,814   2,708,368 

  

Gross profit    2,695,800   2,656,142 
  

Operating expenses:    
Selling    319,833   231,743 
General and administrative    951,581   1,041,792 
Overhead    1,454,287   1,311,515 
Depreciation and amortization    1,032,048   1,084,230 
Transaction costs    56,838   —   

  

Total operating expenses    3,814,587   3,669,280 
Loss from operations    (1,118,787)   (1,013,138) 

  

Other income (expense):    
Interest expense    (968,881)   (725,410) 
Paid-in-kind interest    (1,779,985)   (1,547,947) 
Gain on sale of property and equipment    —     8,000 
Other    (6,322)   7,891 

  

Total other expense, net    (2,755,188)   (2,257,466) 
Loss before provision for state income taxes    (3,873,975)   (3,270,604) 
Provision for state income taxes    —     —   

  

Net loss   $ (3,873,975)  $ (3,270,604) 
  

See accompanying notes to condensed consolidated financial statements.
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HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
 CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
 
FOR THE THREE MONTHS ENDED MARCH 31,   2022   2021  
Cash flows from operating activities:    
Net loss   $ (3,873,975)  $ (3,270,604) 
Adjustments to reconcile net loss to net cash used in operating activities:    

Paid-in-kind interest    1,780,384   1,547,947 
Depreciation and amortization of property, plant, and equipment    1,032,048   1,084,230 
Change in operating assets and liabilities:    

Accounts receivable    (172,944)   (74,050) 
Other receivables    1,849,899   37 
Inventories    333,274   106,982 
Prepaid expenses and other current assets    (250,386)   (42,053) 
Accounts payable    (1,237,088)   (570,642) 
Accrued expenses and other current liabilities    682,875   514,180 

  

Net cash provided by (used in) operating activities    144,087   (703,973) 
  

Cash flows from investing activities:    
Purchases of property, plant, and equipment    (737,721)   (1,021,202) 

  

Net cash used in investing activities    (737,721)   (1,021,202) 
  

Cash flows from financing activities    
Proceeds from notes payable    —     819,889 
Proceeds from lease financing    154,180   —   

  

Net cash provided by financing activities    154,180   819,889 
  

Net decrease in cash and cash equivalents    (439,454)   (905,286) 
Cash and cash equivalents, beginning of period    1,546,295   1,878,405 

  

Cash and cash equivalents, end of period   $ 1,106,841  $ 973,119 
  

Supplemental disclosures of cash flow information:    
Non-cash investing activities:    

Additions to property, plant, and equipment included in accounts payable and accrued liabilities   $ 736,114  $ 1,396,401 

See accompanying notes to condensed consolidated financial statements.
 

F-46



Table of Contents

LOCAL BOUNTI CORPORATION
 NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND NATURE OF BUSINESS

Hollandia Produce Group, Inc. (“HPGI” or “Pete’s”) is a California-based indoor farming company with three greenhouse growing facilities,
including two operating facilities in California and one under construction in Georgia which is scheduled to begin operations in the second quarter of 2022.
Pete’s has distribution to approximately 10,000 retail locations across 35 U.S. states and Canadian provinces, primarily through direct relationships with
blue-chip retail customers, including Albertsons, Kroger, Target, Walmart, as well as Whole Foods and AmazonFresh. Pete’s primary products include
living butter lettuce – where it is a leading provider with an approximate 80 percent share of the controlled environment agriculture market within the
Western U.S.—as well as packaged salad and cress.

In March 2022, the Company entered into a definitive stock purchase agreement with Local Bounti Corporation for the acquisition of the Company
with an estimated purchase price of $122,500,000. On April 4, 2022, Local Bounti Corporation completed the acquisition of the Company pursuant to the
terms and conditions of the purchase agreements. Pursuant to the purchase agreements, the Company and its subsidiaries became indirect wholly owned
subsidiaries of Local Bounti Corporation.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Principles of Consolidation

Pete’s management is responsible for the unaudited condensed consolidated financial statements included in this document. The accompanying
unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America (“GAAP”). The unaudited condensed consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiaries. All significant intercompany accounts and transactions have been eliminated in the unaudited condensed consolidated financial statements
herein.

The unaudited condensed consolidated financial statements do not include all of the disclosures required by GAAP for annual financial statements
and should be read in conjunction with the audited consolidated financial statements of the Company for the year ended December 31, 2021 (the “Annual
Financial Statements”), which have been prepared in accordance with GAAP and is included elsewhere in this prospectus. In the opinion of the Company,
the accompanying unaudited condensed consolidated financial statements contain all adjustments, consisting of only normal recurring adjustments,
necessary for a fair statement of its financial position as of March 31, 2022, and its results of operations for the three months ended March 31, 2022 and
2021, and cash flows for the three months ended March 31, 2022 and 2021. Results of operations for the interim periods are not necessarily indicative of
the results to be expected for the full year ending December 31, 2022. The condensed consolidated balance sheet at December 31, 2021, was derived from
the Annual Financial Statements but does not contain all of the footnote disclosures from the Annual Financial Statements.

There have been no material changes or updates to the Company’s significant accounting policies from those described in the Annual Financial
Statements.

Recently Issued Accounting Pronouncements

In June 2016, the FASB issued ASU 2016-13 Topic 326, Financial Instruments—Credit Losses (“ASU 2016-13”), which in conjunction with
subsequent amendments issued by the FASB amends the FASB’s guidance on the impairment of financial instruments. The ASU adds to US GAAP an
impairment model (known as the “current expected credit loss model”) that is based on expected losses rather than incurred losses. ASU 2016-13 is
effective for annual reporting periods beginning after December 15, 2022. Early adoption is permitted. The Company is currently evaluating the timing and
impact of this standard on its consolidated financial statements.
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3. REVENUE

The Company analyzes net revenues based on the following segments:
 

For the Three Months Ended:   March 31, 2022   March 31, 2021  
   Amount    Percent  Amount    Percent 
Conventional   $3,859,710    65.1%  $3,106,954    57.9% 
Organic    1,903,397    32.1%   2,048,495    38.2% 
Packaged salads    150,817    2.5%   52,828    1.0% 
Meal kit    —      —  %   156,233    2.9% 
Fruit    16,690    0.3%   —      —  % 

      

Total net revenues   $5,930,614    100.0%  $5,364,510    100.0% 
      

4. INVENTORIES

Inventories consisted of the following:
 

   March 31,    December 31, 
   2022    2021  
Raw materials   $ 954,108   $ 921,258 
Work-in-process    1,869,824    1,980,370 

    

Gross inventories    2,823,932    2,901,628 
Less: reserve for inventory shrinkage    (650,696)    (393,363) 
Less: reserve for obsolete and damaged inventory    (35,349)    (37,104) 

    

Inventories, net   $2,137,887   $ 2,471,161 
    

5. NOTES PAYABLE AND RELATED PARTY NOTES PAYABLE

Notes payable and related party notes payable consisted of the following:
 

   March 31,    December 31,  
   2022    2021  
Mortgage payable, maturing on May 31, 2055, bearing interest at 9.00%   $ 33,200,000   $ 33,200,000 

    

   33,200,000    33,200,000 
Less: deferred debt issuance costs, net    —      —   

    

Notes payable, net   $ 33,200,000   $ 33,200,000 
    

   March 31,    December 31,  
   2022    2021  
Structured equity loans due to related parties, maturing July 31, 2022,

bearing PIK interest at 14.00%   $ 52,930,300   $ 51,150,316 
    

   52,930,300    51,150,316 
Less: current portion of related party notes payable    (52,930,300)    (51,150,316) 

    

Related party notes payable, net   $ —     $ —   
    

On June 30, 2020, in conjunction with a refinancing transaction in which funds were obtained through a mortgage and sale-leaseback transaction (the
“Refinance”), the Company borrowed $29,200,000 from STORE
 

F-48



Table of Contents

Capital Acquisitions, LLC under a mortgage agreement. The principal accrues interest at 9.00% per annum, with interest payments paid monthly. The
promissory note allows a total principal payment of up to $45,350,000. From June 30, 2020 through December 31, 2021, the Company received additional
principal loan payments, totaling $4,000,000, resulting in an outstanding balance on the mortgage of $33,200,000 as of December 31, 2021. Throughout
the duration of the mortgage, the Company will make interest payments monthly until the maturity date of the mortgage, which is May 31, 2055.

On March 9, 2018, the Company issued a structured equity note to HFSN LLC, a related party, in the amount of $1,500,000 in lieu of payment of
the working capital liability. The terms of the note are 8.00% PIK interest with an amended maturity date of July 31, 2022. The note is subordinated to all
of the Company’s indebtedness and liabilities.

The structured equity loans require interest PIK. PIK interest accrues monthly and is added to the outstanding principal balance of the loans, the total
of which bears interest at the above stated rates. The Company has the option of paying the PIK interest in cash that would otherwise be added to the
principal balance of the note.

The notes payable agreements contain financial debt covenants requiring minimum debt service and debt leverage ratios. The Company was in
compliance with these covenants as of March 31, 2022 and December 31, 2021.

Future minimum principal payments on notes payable and related party notes payable as of March 31, 2022 were as follows:
 

   Amount  
Remainder of 2022   $ 52,930,300 
2023    —   
2024    —   
2025    —   
2026    —   
Thereafter    33,200,000 

  

Total   $ 86,130,300 
  

Deferred Debt Issuance Costs and Debt Discount As of December 31, 2021, deferred debt issuance costs and debt discount has been fully
amortized and accreted. Therefore, deferred debt issuance costs and debt discount, related to the structured equity loans, amortized and accreted to interest
expense on the condensed consolidated statements of operations amounted to $0 and $0, respectively, for the three months ended March 31, 2022.
Deferred debt issuance costs and debt discount amounted to $44,143 and $86,172 respectively, for the three months ended March 31, 2021.

6. COMMITMENTS AND CONTINGENCIES

Litigation The Company is subject to certain legal proceedings and claims that arise in the normal course of business. The Company does not
believe that the amount of liability, if any, as a result of these proceedings and claims will have a materially adverse effect on the Company’s consolidated
financial position, results of operations, and cash flows.

7. RELATED PARTY TRANSACTIONS

Management Fee An annual management fee of $150,000 is paid ratably to two structured equity note holders, in proportion to their respective
investment in the structured equity notes. Management fees in the
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amount of $37,500, included in general and administrative expenses on the accompanying condensed consolidated statements of operations, were incurred
during each of the three months ended March 31, 2022 and 2021. Management fees in the amount of $937,500 and $900,000 remained unpaid as of
March 31, 2022 and December 31, 2021, respectively, and are included in accrued expenses and other current liabilities on the accompanying consolidated
balance sheets.

8. SUBSEQUENT EVENTS

The Company has evaluated subsequent events from the unaudited condensed consolidated balance sheet date through the date the unaudited
condensed consolidated financial statements were issued.

Sale of the Company In March 2022, the Company entered into a definitive stock purchase agreement with Local Bounti Corporation for the
acquisition of the Company with an estimated purchase price of $122,500,000. On April 4, 2022, Local Bounti Corporation completed the acquisition of
the Company pursuant to the terms and conditions of the purchase agreements. Pursuant to the purchase agreements, the Company and its subsidiaries
became indirect wholly owned subsidiaries of Local Bounti Corporation.

There have been no other events or transactions that occurred subsequent to March 31, 2022 that require recognition or disclosure.
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 INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Hollandia Produce Group, Inc. and its subsidiaries:

Opinion

We have audited the accompanying consolidated financial statements of Hollandia Produce Group, Inc. and its subsidiaries, which comprise the
consolidated balance sheets as of December 31, 2021 and 2020, and the related consolidated statements of operations, changes in owners’ investment and
cash flows for the years then ended, and the related notes to the consolidated financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial position of
Hollandia Produce Group, Inc. and its subsidiaries, as of December 31, 2021 and 2020, and the results of their operations and their cash flows for the years
then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
required to be independent of Hollandia Produce Group, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with accounting principles
generally accepted in the United States of America, and for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are conditions or events, considered in the aggregate,
that raise substantial doubt about Hollandia Produce Group, Inc. and its subsidiaries’ ability to continue as a going concern within one year after the date
that the consolidated financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based on the
consolidated financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
 

 •  Exercise professional judgment and maintain professional skepticism throughout the audit.
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•  Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, and design and

perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the consolidated financial statements.

 

 
•  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances,

but not for the purpose of expressing an opinion on the effectiveness of Hollandia Produce Group, Inc. and its subsidiaries’ internal control.
Accordingly, no such opinion is expressed.

 

 •  Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluate the overall presentation of the consolidated financial statements.

 

 •  Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about Hollandia
Produce Group, Inc. and its subsidiaries’ ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit,
significant audit findings, and certain internal control related matters that we identified during the audit.

Holthouse Carlin & Van Trigt LLP
Irvine, California
March 31, 2022
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 HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
 
AS OF DECEMBER 31,   2021   2020  
ASSETS    
Current assets:    

Cash and cash equivalents   $ 1,546,295  $ 1,878,405 
Accounts receivable, net    1,862,539   1,720,602 
Other receivables    1,867,553   12,793 
Inventories, net    2,471,161   2,525,145 
Prepaid expenses and other current assets    628,883   158,012 

  

Total current assets    8,376,431   6,294,957 
Property, plant, and equipment, net    18,541,178   16,335,145 
Financing lease right-of-use assets    8,705,663   —   
Goodwill, net    1,396,250   1,740,314 
Intangible assets, net    1,990,568   2,778,032 
Other assets    2,219,550   —   

  

Total assets   $ 41,229,640  $ 27,148,448 
  

LIABILITIES AND OWNERS’ INVESTMENT    
Current liabilities:    

Accounts payable   $ 3,730,437  $ 1,508,664 
Accrued expenses and other current liabilities    1,649,915   1,757,500 
Current portion of related party notes payable    51,150,316   —   

  

Total current liabilities    56,530,668   3,266,164 
Deferred rent    —     394,605 
Financing lease liabilities    9,828,873   —   
Notes payable    33,200,000   33,963,023 
Related party notes payable, net of current portion    —     44,442,667 
Related party stock warrants    1,984   2,160 

  

Total liabilities    99,561,525   82,068,619 
  

Commitments and contingencies (see Notes)    
Owners’ investment:    

Capital stock, 2,000,000 shares authorized; 680,100 shares issued and outstanding    —     —   
Series A preferred unit, no par value; 490 shares authorized, issued, and outstanding    —     —   
Class B common unit, no par value; 176 shares authorized; 170 shares issued and outstanding    —     —   
Unearned ESOP shares    (20,442,506)   (20,776,011) 
Additional paid-in capital    28,381,014   22,714,306 
Accumulated deficit    (66,270,393)   (56,858,466) 

  

Total owners’ investment    (58,331,885)   (54,920,171) 
  

Total liabilities and owners’ investment   $ 41,229,640  $ 27,148,448 
  

See accompanying notes to consolidated financial statements.
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 HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
 
FOR THE YEARS ENDED DECEMBER 31,   2021   2020  
Net revenues   $ 22,720,872  $ 22,088,545 
Cost of revenues .    10,716,281   10,393,740 

  

Gross profit    12,004,591   11,694,805 
  

Operating expenses:    
Selling . . . .    1,022,944   1,061,873 
General and administrative    4,243,079   4,700,704 
Overhead    4,509,535   4,753,085 
Depreciation and amortization    4,687,401   4,790,874 
ESOP compensation    17,354   14,482 
Transaction costs    197,024   368,330 

  

Total operating expenses    14,677,337   15,689,348 
  

Loss from operations    (2,672,746)   (3,994,543) 
  

Other income (expense):    
Interest expense    (3,476,783)   (2,874,826) 
Paid-in-kind interest    (6,685,084)   (6,123,705) 
Change in fair value of related party stock warrants    176   185,908 
Gain (loss) on sale of property and equipment    8,000   (4,735,250) 
Paycheck Protection Program loan forgiveness    1,642,211   —   
Employee retention tax credit    1,482,301   —   
Georgia development incentive grant    415,000   —   
Other    44,424   517,923 

  

Total other expense, net    (6,569,755)   (13,029,950) 
  

Loss before provision for state income taxes .    (9,242,501)   (17,024,493) 
Provision for state income taxes    4,300   3,200 

  

Net loss   $ (9,246,801)  $ (17,027,693) 
  

See accompanying notes to consolidated financial statements.
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 HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN OWNERS’ INVESTMENT
 
FOR THE YEARS ENDED DECEMBER 31, 2021 AND
2020   

Unearned
ESOP Shares   

Additional
Paid-in
Capital   

Accumulated
Deficit   Total  

Balance at December 31, 2019   $ (22,063,425)  $ 23,987,238  $ (39,830,773)  $ (37,906,960) 
Compensation for allocated ESOP shares    1,287,414   (1,272,932)   —     14,482 
Net loss    —     —     (17,027,693)   (17,027,693) 

  

Balance at December 31, 2020    (20,776,011)   22,714,306   (56,858,466)   (54,920,171) 
Issuance of Series A preferred units    —     6,000,000   —     6,000,000 
Compensation for allocated ESOP shares    333,505   (333,292)   —     213 
ASC 842 adoption—prior year effect    —     —     (165,126)   (165,126) 
Net loss    —     —     (9,246,801)   (9,246,801) 

  

Balance at December 31, 2021   $ (20,442,506)  $ 28,381,014  $ (66,270,393)  $ (58,331,885) 
  

See accompanying notes to consolidated financial statements.
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 CONSOLIDATED STATEMENTS OF CASH FLOWS
 
FOR THE YEARS ENDED DECEMBER 31,   2021   2020  
Cash flows from operating activities:    
Net loss   $ (9,246,801)  $ (17,027,693) 
Adjustments to reconcile net loss to net cash used in operating activities:    

Provision for doubtful accounts    4,415   55,171 
Provision for inventory shrinkage    36,318   39,970 
Provision for damaged and obsolete inventory    37,104   42,709 
ESOP compensation    213   14,482 
Paid-in-kind interest    6,621,477   6,123,705 
Depreciation and amortization of property, plant, and equipment    3,077,393   3,165,690 
Amortization of goodwill and intangible assets    1,131,528   1,625,184 
Amortization of deferred financing costs    44,143   174,667 
Amortization of debt discount    86,172   137,786 
Amortization of right-of-use assets    478,480   —   
Change in fair value of related party stock warrants    (176)   (185,908) 
Loss on disposal of property and equipment    (8,000)   4,735,250 
Paycheck Protection Program loan forgiveness    (1,627,056)   —   
Change in operating assets and liabilities:    

Accounts receivable    (146,352)   (22,268) 
Other receivables    (1,854,760)   (3,596) 
Inventories    (19,438)   (507,712) 
Prepaid expenses and other current asset    (470,871)   82,552 
Other assets    (2,219,550)   10,400 
Accounts payable    519,296   776,812 
Accrued expenses and other current liabilities    (266,459)   6,132 
Deferred rent    —     394,605 
Increase in interest on lease liabilities    85,050   —   

  

Net cash used in operating activities    (3,737,874)   (362,062) 
  

Cash flows from investing activities:    
Purchases of property, plant, and equipment    (3,580,949)   (14,131,103) 
Proceeds from disposal of property, plant, and equipment    8,000   7,695,283 
Payments received on related party note receivable    —     252,389 

  

Net cash used in investing activities    (3,572,949)   (6,183,431) 
  

Cash flows from financing activities:    
Borrowings on revolving line of credit    3,750,000   —   
Repayments on revolving line of credit    (3,750,000)   —   
Proceeds from notes payable    819,890   34,007,166 
Repayments on notes payable    —     (17,287,729) 
Issuance of Series A preferred units    6,000,000   —   
Net repayments to related parties    —     (11,153,468) 
Payments for leased facility construction costs    (9,454,592)   —   
Reimbursement for leased facility construction costs    9,613,415   —   

  

Net cash provided by financing activities    6,978,713   5,565,969 
  

Net decrease in cash and cash equivalents    (332,110)   (979,524) 
Cash and cash equivalents, beginning of year    1,878,405   2,857,929 

  

Cash and cash equivalents, end of year   $ 1,546,295  $ 1,878,405 
  

Supplemental disclosures of cash flow information:    
Cash paid during the year for:    

State income taxes   $ —    $ 3,200 
  

Interest   $ 3,302,848  $ 6,067,172 
  

Non-cash investing activities:    
Additions to property, plant, and equipment included in accounts payable   $ (1,702,477)  $ —   

  

Purchase of Georgia land   $ (500,000)  $ —   
  

Sale of Georgia land   $ 500,000  $ —   
  

See accompanying notes to consolidated financial statements.
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 HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020
 
1. ORGANIZATION AND NATURE OF BUSINESS

Hollandia Produce Group, Inc. (“HPGI”) was formed on October 6, 2015, as an S corporation and all shares and member units of the former
combining group were contributed by the shareholders with a high degree of common ownership in exchange for capital stock in HPGI. The
contribution was initially accounted for as a common control transaction and therefore the assets and liabilities were transferred at the carrying
amount from the accounts of the various transferring entities, which include Hollandia Produce, LP (“LP”), formed in 2014, Hollandia Flowers, Inc.
(“INC”), founded in 1970, Green Growth Consulting, LLC (“GGC”), beginning business in 2010, Advanced Sustain Ability, LLC (“ASA”) beginning
business in 2011, Hollandia Real Estate, LLC (“RE”) beginning business in 2020, and Hollandia Georgia, LLC (“GA”) beginning business in 2021
(collectively with HPGI, “the Company”).

Effective December 31, 2015, 100% of the outstanding shares of the Company were purchased by the Hollandia Produce Group, Inc. Employee Stock
Ownership Trust (“ESOP”) in a leveraged buyout, which was considered a change of control and accounted for under the acquisition method of
accounting in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 805, Business
Combinations (“ASC 805”), under which the purchase price was allocated to the assets acquired net of the liabilities assumed based on the estimated
fair values at the closing.

The Company borrowed from various lenders described more fully in Note 10 and lent to the ESOP. The ESOP bought certain shares of the Company
from the shareholders and the Company redeemed the balance of the shares leaving the ESOP with 100% of the outstanding shares. The ESOP is
controlled by an independent trustee.

The Company is located in Carpinteria and Oxnard, California, along with a new location under construction that is expected to be completed in 2022
in Warner Robbins, Georgia, specializing in greenhouse hydroponically grown leafy green vegetables marketed under the brand name “Pete’s,” and
other brands sold under a white label. The Company sells produce on approved credit to supermarket chains, specialty retailers and through
distributors located throughout the United States.

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Method The Company maintains its accounting records on an accrual method of accounting in conformity with accounting principles
generally accepted in the United States of America (“US GAAP”).

Principles of Consolidation The consolidated financial statements include the accounts of HPGI, LP, INC, GGC, ASA, RE, and GA. All significant
intercompany accounts and transactions have been eliminated upon consolidation.

Use of Estimates The preparation of the consolidated financial statements in conformity with US GAAP requires the Company to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities as of the date of the
consolidated financial statements, as well as revenues and expenses during the reporting period. Such estimates include allowances for doubtful
accounts and notes receivable, reserves for inventory obsolescence, fair value of the common stock, and fair values of the related party earnout and the
related party stock warrants. Actual results could differ from those estimates.

Impact of Coronavirus Pandemic In 2019, a strain of coronavirus disease (“COVID-19”) was first reported in Wuhan, China. In March 2020, the
World Health Organization declared COVID-19 a global pandemic, and as a result many businesses were affected and continues to be impacted.
Management does not anticipate COVID-19 to have a significant impact to the Company’s financial performance.
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HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020
 

Revenue Recognition In accordance with FASB ASC Topic 606, Revenue from Contracts with Customers (“ASC 606”), the Company recognizes
revenue upon shipment of the product to the customer, which is typically the same day the customer receives and takes physical possession of the
product. The amount of revenue recognized reflects the consideration to which the Company expects to be entitled to receive in exchange for these
goods, using the five-step method required by ASC 606, as follows:

Step 1: Identification of the customer contract

Step 2: Identification of the performance obligations in the contract

Step 3: Determination of the transaction price

Step 4: Allocation of the transaction price to each of the performance obligations in the contract

Step 5: Recognition of revenue when, or as, each of the identified performance obligations is satisfied

The Company adopted this standard as of January 1, 2019, with no material impact to its consolidated financial position or results of operations, using
the modified retrospective method.

For the Company, the contract is the customer’s approved purchase orders, which may also be supplemented by other agreements that formalize
various terms and conditions with customers. The Company applies judgment in determining the customer’s ability and intention to pay, which is
based on a variety of factors including the overall condition of the general economy and the customer’s historical payment experience.

Performance obligations promised in a contract are determined based on each individual purchase order and the respective quantities delivered, with
revenue being recognized at a point in time when obligations under the terms of the agreement are satisfied. This generally occurs with the transfer of
control on the day the product is received by the customer. The Company invoices for sales upon shipment of goods and therefore does not have
deferred revenue or unbilled accounts receivable.

The Company accounts for product shipping and handling as fulfillment activities with revenues for these activities recorded within net revenues and
costs recorded within overhead expenses on the accompanying consolidated statements of operations. Any taxes collected on behalf of government
authorities are excluded from net sales. The Company does not receive noncash consideration for the sale of goods nor does the Company grant
payment financing terms greater than one year.

Variable consideration related to volume-based customer rebates and allowances is estimated utilizing the expected value method. Variable
consideration related to promotional allowances, or other revenue adjustments such as product returns, trade discounts, spoilage and chargebacks is
estimated using the most likely method. Key sales terms, such as pricing and services, are established on a frequent basis such that most customer
arrangements and related incentives have a one year or shorter duration. As such, the Company does not capitalize contract inception costs.

The Company sells primarily four leafy green varieties of produce, which are grown with both conventional and organic growing methods, and are
sold under the Pete’s, Humble Roots and Private labels. The Company manufactured 96% and 94% of its products for the years ended December 31,
2021 and 2020, respectively.

 
F-58



Table of Contents

HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020
 

The Company analyzes net revenues based on the following segments:
 

   December 31, 2021    December 31, 2020  
   Amount    Percent    Amount    Percent  
For the Years Ended:         
Conventional   $ 14,096,456    62.0   $ 13,930,186    63.1 
Organic    7,929,469    34.9    7,639,327    34.6 
Packaged salads    420,631    1.9    —      0.0 
Meal kit    207,227    0.9    519,032    2.3 
Fruit    67,089    0.3    —      0.0 

        

Total net revenues   $ 22,720,872    100.0   $ 22,088,545    100.0 
        

Contract Balances The timing of revenue recognition, billings, and cash collections results in billed accounts receivable on the accompanying
consolidated balance sheets. As of December 31, 2021, 2020, and 2019, accounts receivable associated with products provided amounted to
$1,862,539, $1,720,602, and $1,753,505, respectively. In addition, the Company does not grant payment financing terms greater than one year.

Cash and Cash Equivalents The Company considers all highly liquid unrestricted investments with original maturities of three months or less to be
cash equivalents.

Accounts Receivable and Allowance for Doubtful Accounts Accounts receivable are stated at amounts due from customers net of an allowance for
doubtful accounts. The allowance provides for probable uncollectible accounts based upon the Company’s assessment of the current status of each
individual account. Uncollectible accounts are written off after all attempts at collection have been pursued and collection is very unlikely. As of
December 31, 2021 and 2020, the allowance for doubtful accounts amounted to $33,752 and $28,349, respectively.

Financial Instruments and Concentrations of Business and Credit Risk Financial instruments that potentially subject the Company to concentrations
of business and credit risk consist primarily of cash and cash equivalents, and accounts receivable. The Company maintains cash balances that at times
exceed amounts insured by the Federal Deposit Insurance Corporation. The Company has not experienced any losses in these accounts and believes it
is not exposed to any significant credit risk in this area.

The Company generally performs ongoing credit evaluations of its customers. The Company had one customer that accounted for approximately 14%
of net sales, and two customers that accounted for approximately 29% of net sales for the years ended December 31, 2021 and 2020, respectively.
Amounts outstanding from these customers represented approximately 18% and 27% of total accounts receivable as of December 31, 2021 and 2020,
respectively.

The Company’s supplier concentrations expose the Company to business risks which the Company mitigates by attempting to diversify its supply
chain. The Company had two suppliers that accounted for approximately 43% of total purchases, and one supplier that accounted for approximately
16% of total purchases for the years ended December 31, 2021 and 2020, respectively. Amounts outstanding to these suppliers represented
approximately 35% and 20% of total accounts payable as of December 31, 2021 and 2020, respectively.

Related Party Notes Receivable Loans receivable from related parties are stated at unpaid principal balances. Interest on loans is recognized over the
term of the loan and is calculated using the simple-interest method on principal amounts outstanding.
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HOLLANDIA PRODUCE GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020
 

Inventories Inventories are stated at the lower of cost (first-in, first-out) or net realizable value (“NRV”), and include material, labor and factory
overhead. Cost is estimated based on actual costs and management’s best judgment of the costs applicable to each stage of the growing process. NRV
is defined as the estimated selling price in the ordinary course of business, less reasonably predictable costs of completion, disposal and transportation.
The Company evaluates the need for inventory reserves associated with obsolete, slow- moving, and non-sellable inventory by reviewing estimated
NRV on a periodic basis.

Property, Plant, and Equipment Property, plant, and equipment are stated at cost, net of accumulated depreciation and amortization. Depreciation and
amortization are provided for primarily on the straight-line method over 3 to 39 years. Leasehold improvements are amortized using the straight-line
method over their estimated useful lives or the related lease term, whichever is shorter.

Betterments, renewals, and extraordinary repairs that materially extend the useful life of the asset are capitalized; other repairs and maintenance
charges, which do not materially improve or extend the life of the respective assets, are expensed as incurred. The cost and related accumulated
depreciation and amortization applicable to assets retired are removed from the accounts, and the gain or loss on disposition, if any, is recognized on
the accompanying consolidated statements of operations for the period.

Impairment of Long-lived Assets In accordance with FASB ASC Topic 360, Property, Plant and Equipment – Impairment or Disposal of Long Lived
Assets (“ASC 360”), long-lived assets with estimable useful lives are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to the estimable undiscounted future cash flows expected to be generated by the asset. If this carrying amount of the asset exceeds
its estimated future cash flows, an impairment charge is recognized in the amount by which the carrying amount of the asset exceeds the fair value of
the asset. No impairment losses of long-lived assets or intangible assets with estimated useful lives were recognized for the years ended December 31,
2021 and 2020.

Goodwill The Company accounts for goodwill in accordance with FASB ASC Topic 350, Intangibles, Goodwill and Other (“ASC 350”), which
allows private companies to amortize goodwill on a straight-line basis over ten years or less, depending on management’s estimate, in lieu of testing
goodwill for impairment on an annual basis, unless there is a triggering event during the year which would indicate potential impairment. The
Company is amortizing goodwill over a period of ten years. No impairment of goodwill has been recorded for the years ended December 31, 2021 and
2020.

Intangible Assets Intangible assets are stated at acquisition cost less accumulated amortization. Intangible assets recorded in business combinations
are recorded at fair value on the date of acquisition in accordance with ASC 805. Amortization is provided on the accelerated and straight-line
methods over the estimated useful lives of the definite-lived intangible assets, which range from 5 to 10 years.

ASC 350 requires that intangible assets with estimable useful lives be amortized over their respective estimated useful lives to their estimated residual
values and reviewed for impairment in accordance with ASC 360. Based on the application of impairment testing as discussed above, management
deemed that the fair value of intangible assets with estimable useful lives exceeds their carrying values; accordingly, no impairment of these intangible
assets has been recorded for the years ended December 31, 2021 and 2020.

Employee Stock Ownership Plan The Company accounts for the leveraged ESOP in accordance with FASB ASC Subtopic 718-40, Compensation –
Stock Compensation – Employee Stock Ownership Plans (“ASC 718-40”). Under ASC 718-40, the ESOP loan obligation is considered unearned
employee benefit expense and, as such, the Company records this as a reduction to owners’ investment. As the Company makes contributions to the
ESOP, these contributions, plus any dividends paid on unreleased shares, are used by the ESOP to repay its debt. As this occurs, the ESOP releases
shares proportionately to the debt service.
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Income Taxes On January 1, 2016, the Company elected to convert from a C corporation to an S corporation under the Internal Revenue Code
(“IRC”). As a result of this election, the Company does not incur federal taxes at the entity level. Instead, its earnings and losses are passed through to
the shareholders and included in the shareholders’ income tax returns. However, the Company is subject to state income taxes at the California tax
rate of 1.5% for S corporations. Management believes that all shareholders are qualifying shareholders under IRC S corporation regulations.
Additionally, should the stockholders decide to sell the assets of the Company within a five-year period from the S corporation election date, the
Company may be liable for federal and state built-in gains tax.

The Company follows the provisions of FASB ASC 740, Income Taxes (“ASC 740”). ASC 740 prescribes a recognition threshold measurement
attributed for financial recognition and measurement of a tax position taken or expected to be taken in a tax return and also provides guidance on
various related matters, such as de-recognition, interest and penalties, and disclosure.

The Company evaluates uncertain tax positions by considering the tax years subject to potential audit under state and federal income tax law and
identifying favorable tax positions that do not meet the threshold of more likely than not to prevail if challenged by tax authorities that would have a
direct impact on the Company as opposed to an impact to the shareholders. Management believes that the Company has not taken any uncertain tax
positions that have a more likely than not chance of not being sustained upon examination by the tax authorities. Accordingly, no liability for
uncertain tax positions has been recorded in the accompanying consolidated financial statements as of December 31, 2021 and 2020. With few
exceptions, the Company is no longer subject to income tax examination by state tax authorities for tax years through 2017, and by the Internal
Revenue Service for tax years through 2018, and no examinations are currently pending.

Shipping and Handling Costs The Company incurred shipping and handling costs of $1,011,138 and $908,740, which are expensed as incurred and
included in overhead operating expenses on the accompanying consolidated statements of operations for the years ended December 31, 2021 and
2020, respectively.

Advertising Advertising costs are expensed as incurred. Total advertising expenses amounted to $169,178 and $131,319, and are included in selling
expenses on the accompanying consolidated statements of operations for the years ended December 31, 2021 and 2020, respectively.

Fair Value Measurement The Company applies the provisions of the fair value measurement standard, FASB ASC 820, Fair Value Measurements
and Disclosures (“ASC 820”), when determining fair values on a recurring and nonrecurring basis.

ASC 820 defines fair value, establishes a framework for measuring fair value under US GAAP and enhances disclosures about fair value
measurements. Fair value is defined under ASC 820 as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants on the measurement date.

Valuation techniques used to measure fair value under ASC 820 must maximize the use of observable inputs and minimize the use of unobservable
inputs. The standard describes a fair value hierarchy based on three levels of inputs, of which the first two are considered observable and the last
unobservable, that may be used to measure fair value.

The three levels of the fair value hierarchy under ASC 820 are as follows:
 

 Level 1 Pricing inputs are quoted prices available in active markets for identical assets or liabilities as of the reporting date.
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Level 2 Pricing inputs are quoted prices for similar investments, or inputs that are observable, either directly or indirectly, for substantially the

full term through corroboration with observable market data. Level 2 includes assets and liabilities valued at quoted prices adjusted for
legal or contractual restrictions specific to these assets and liabilities.

 

 Level 3 Pricing inputs are unobservable, supported by little or no market activity, and reflect the reporting entity’s own assumptions about the
assumptions market participants would use in pricing the asset or liability.

Deferred Debt Issuance Costs Deferred debt issuance costs represent fees incurred as a result of financing transactions. These fees are capitalized and
amortized to interest expense over the terms of the related financing agreements using the straight-line method, which approximates the effective
interest method. In accordance with FASB ASC 835-30, Interest – Imputation of Interest, deferred debt issuance costs are presented, net of
accumulated amortization, as an asset for amounts relating to revolving lines of credit and as direct deductions from the face amounts of all other
related long-term debt, consistent with debt discounts.

Paycheck Protection Program Loan In May 2020, the Company received a loan pursuant to the Paycheck Protection Program (“PPP”) under the
Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”), which was enacted on March 27, 2020. The PPP is administered by the U.S.
Small Business Administration (the “SBA”). The Company accounts for the loan under the PPP (the “PPP Loan”) as a financial liability in accordance
with FASB ASC Topic 470, Debt (“ASC 470”). The Company does not impute additional interest at a market rate even though the stated interest rate
under the PPP may be below market. Transactions, where interest rates are prescribed by governmental agencies, are excluded from the scope of
FASB ASC Subtopic 835-30, Interest – Imputation of Interest. In accordance with ASC 470, the proceeds from the PPP Loan remained recorded as a
liability until the loan was wholly forgiven. On April 6, 2021, the entire PPP loan balance of $1,627,055 along with interest of $15,156 was forgiven
by the SBA. The forgiven loan balance is included in other income on the accompanying consolidated statements of operations for the year ended
December 31, 2021.

Leases In prior years, the Company’s leases were accounted for under the provisions of FASB ASC Topic 840, Leases, which required leases to be
evaluated and classified as operating or capital leases for financial reporting purposes. Costs for operating leases that include incentives such as
payment escalations or rent abatements are recognized on a straight-line basis over the term of the lease. The Company recognized a deferred rent
liability for minimum step rents when the amount of rent expense exceeds the actual lease payments, and it reduced the deferred rent liability when the
actual lease payments exceed the amount of straight-line rent expense. Rent holidays and tenant improvement allowances are amortized on a straight-
line basis over the initial term of the lease and any option period that is reasonably assured of being exercised. As of December 31, 2020, the
Company had no capital leases.

In February 2016, the FASB issued Accounting Standards Update (“ASU”) 2016-02, Leases (Topic 842) (“ASU 2016-02”), to increase transparency
and comparability among organizations by requiring the recognition of right-of-use (“ROU”) assets and lease liabilities on the consolidated balance
sheets. The ROU model requires the Company to record a ROU asset and a lease liability, measured on a discounted basis, on the consolidated balance
sheets for all leases with terms greater than 12 months. Leases will be classified as either finance or operating, with classification affecting the pattern
of expense recognition in the consolidated statements of operations.

In addition, in July 2018, the FASB issued ASU 2018-11, Leases (Topic 842) – Targeted Improvements (“ASU 2018-11”), which among other
changes, provides an additional transition method that would allow the Company to not apply the guidance in ASU 2016-02 in the comparative
periods presented in the
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consolidated financial statements, and instead, recognize a cumulative-effect adjustment to the opening balance of retained earnings in the period of
adoption related to leases existing at the adoption date.

The Company elected to early-adopt ASU 2016-02 and its related amendments as of January 1, 2021, which resulted in the recognition of finance
ROU assets and finance lease liabilities totaling $8,705,663 and $9,828,873 as of December 31, 2021, respectively. The Company has elected to apply
the modified retrospective transition method, in accordance with ASU 2018-11, resulting in an increase of $165,126 in accumulated deficit as of the
opening balance date for the year ended December 31, 2021. The standard had a material impact on the accompanying consolidated balance sheets but
did not have a material impact on the accompanying consolidated statements of operations. The most significant impact was the recognition of ROU
assets and lease liabilities related to land and facility leases previously classified as operating leases under ASC 840.

Following adoption of ASC 842, at lease inception, the Company determines whether an arrangement is or contains a lease. The Company has elected
not to recognize ROU assets and lease liabilities for leases with a term of 12 months or less. In accordance with Subtopic 842-20-25-2, lease payments
related to short-term leases shall be recognized on a straight-line basis over the lease term on the accompanying consolidated statements of operations.
Additionally, variable lease payments excluded in the measurement of ROU assets and lease liabilities shall be recognized during the period in which
they are incurred on the accompanying consolidated statements of operations. See Note 12 for variable and short-term lease expenses recognized, and
included in overhead operating expenses in the accompanying consolidated statements of operations for the year ended December 31, 2021.

ROU assets represent the Company’s right to use leased assets over the term of the lease. Lease liabilities represent the Company’s contractual
obligation to make lease payments over the lease term.

For operating leases, ROU assets and lease liabilities are recognized at the commencement date. The lease liability is measured as the present value of
the future minimum lease payments over the lease term. When the rate implicit in the lease is not determinable, ASC 842 prescribes the use of the
Company’s incremental borrowing rate at the commencement date of the lease to determine the present value of the minimum lease payments. ROU
assets are calculated as the present value of the remaining lease payments plus unamortized initial direct costs plus any prepayments less any
unamortized lease incentives received. Lease terms may include renewal or extension options to the extent they are reasonably certain to be exercised.
The assessment of whether renewal or extension options are reasonably certain to be exercised is made at lease commencement. Factors considered in
determining whether an option is reasonably certain of exercise include, but are not limited to, the value of any leasehold improvements, the value of
renewal rates compared to market rates, and the presence of factors that would cause a significant economic penalty to the Company if the option were
not exercised. Lease expense is recognized on a straight-line basis over the lease term and shall be included in overhead operating expenses on the
accompanying consolidated statements of operations.

For finance leases, subsequent to lease commencement, the lease liability is measured on an amortized cost basis and increased to reflect interest on
the liability and decreased to reflect the lease payments made during the period. Interest on the lease liability is determined each period during the
lease term as the amount that results in a constant period discount rate on the remaining balance of the liability. The ROU asset is subsequently
measured at cost, less any accumulated amortization and any accumulated impairment losses. Amortization of the ROU asset is recognized over the
period from the commencement date to the earlier of (1) the end of the useful life of the ROU asset, or (2) the end of the lease term.

To the extent a lease arrangement includes both lease and non-lease components, the components are accounted for separately. The transaction price is
allocated to the lease and non-lease components based on
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a relative stand-alone price basis. Additionally, modification to an existing lease shall be accounted for as a separate lease when the following
conditions are present: (1) the modification grants the Company an additional right of use not included in the original lease and (2) the lease payments
increase commensurate with the standalone price for the additional right of use, adjusted for the circumstances of the particular contract.

Recently Issued Accounting Pronouncements In June 2016, the FASB issued ASU 2016-13 Topic 326, Financial Instruments—Credit Losses
(“ASU 2016-13”), which in conjunction with subsequent amendments issued by the FASB amends the FASB’s guidance on the impairment of
financial instruments. The ASU adds to US GAAP an impairment model (known as the “current expected credit loss model”) that is based on expected
losses rather than incurred losses. For private companies, ASU 2016-13 is effective for annual reporting periods beginning after December 15, 2022.
Early adoption is permitted. The Company is currently evaluating the timing and impact of adoption on the Company’s consolidated financial
statements.

 
3. INVENTORIES

Inventories consisted of the following:
 

As of December 31,   2021    2020  
Raw materials   $ 921,258   $1,092,162 
Work-in-process    1,980,370    1,827,132 

    

Gross inventories    2,901,628    2,919,294 
Less: reserve for inventory shrinkage    (393,363)    (351,440) 
Less: reserve for obsolete and damaged inventory    (37,104)    (42,709) 

    

Inventories, net   $2,471,161   $2,525,145 
    

 
4. PROPERTY, PLANT, AND EQUIPMENT

Property, plant, and equipment consisted of the following:
 

As of December 31,   2021    2020  
Buildings   $ 18,317,728   $ 13,019,510 
Production equipment    10,075,561    9,792,549 
Construction in progress, including capitalized interest    6,270,337    6,579,412 
Building improvement    2,063,326    2,063,326 
Leasehold improvements    989,665    989,665 
Autos and transportation equipment    532,261    568,853 
Office and computer equipment    422,226    410,955 

    

   38,671,104    33,424,270 
Less: accumulated depreciation and amortization    (20,129,926)    (17,089,125) 

    

Property, plant, and equipment, net   $ 18,541,178   $ 16,335,145 
    

Construction in progress includes capitalized interest in the amount of $513,455 and $317,539 as of December 31, 2021 and 2020, respectively.
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Depreciation and amortization expense related to property, plant, and equipment was $3,077,393 and $3,165,690, and is included in depreciation and
amortization expense on the accompanying consolidated statements of operations for the years ended December 31, 2021 and 2020, respectively.

 
5. RELATED PARTY NOTE RECEIVABLE

As of January 1, 2020, the Company had a related party note receivable from the father of the former shareholders on an unsecured basis. The note
required monthly payments of $3,791 consisting of principal and interest, with an interest rate of 2.81%, compounded monthly. The related party
repaid the balance of the note to the Company during 2020. For the year ended December 31, 2020, interest income on the related party note
receivable was $3,452, and is included in other income on the accompanying consolidated statements of operations.

 
6. GOODWILL

Goodwill relates to the change of control transaction that occurred on December 31, 2015 through the sale of 100% of the outstanding shares of the
Company to the ESOP in a leveraged buyout. Goodwill represents the excess of the purchase price of the acquired business over the fair value of the
assets acquired and liabilities assumed.

Goodwill consisted of the following:
 

As of December 31,   2021    2020  
Goodwill   $ 3,440,644   $ 3,440,644 
Less: accumulated amortization    (2,044,394)    (1,700,330) 

    

Goodwill, net   $ 1,396,250   $ 1,740,314 
    

Amortization expense related to goodwill for the years ended December 31, 2021 and 2020 amounted to $344,064 and $344,064, respectively, and is
included in depreciation and amortization expense on the accompanying consolidated statements of operations. Annual amortization expense related
to goodwill is estimated to be approximately $349,063 through December 31, 2025.

 
7. INTANGIBLE ASSETS

Intangible assets were recorded in connection with the change of control through the ESOP leveraged buyout in 2015. The fair values of the
identifiable intangible assets were determined on a non-recurring basis by an independent valuation specialist, in accordance with ASC 805.

The fair values of the identifiable customer relationships, non-compete agreements and trademarks were determined using a variety of techniques
including the multi-period excess earnings method, lost income method, relief from royalty method and the replacement cost method.

Intangible assets consisted of the following:
 

As of December 31, 2021   

Gross
Carrying
Amount    

Useful
Life in
Years    

Accumulated
Amortization   

Net
Carrying
Amount  

Customer relationships   $8,066,000    10   $(6,537,836)   $1,528,164 
Trademarks    1,156,000    10    (693,592)    462,404 

        

Total   $9,222,000     $(7,231,428)   $1,990,568 
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As of December 31, 2020   

Gross
Carrying
Amount    

Useful
Life in
Years    

Accumulated
Amortization    

Net
Carrying
Amount  

Customer relationships   $ 8,066,000    10   $ (5,865,968)   $ 2,200,032 
Covenants not to compete    1,693,000    5    (1,693,004)    (4) 
Trademarks    1,156,000    10    (577,996)    578,004 

        

Total   $10,915,000     $ (8,136,968)   $ 2,778,032 
        

Amortization expense for the years ended December 31, 2021 and 2020 amounted to $787,464 and $1,281,120, respectively, and is included in
depreciation and amortization expense on the accompanying consolidated statements of operations.

Future amortization expense on the above intangible assets as of December 31, is estimated to be as follows:
 

For the Years Ending December 31,   Amount  
2022   $ 644,172 
2023    531,410 
2024    442,140 
2025    372,846 

  

Total   $ 1,990,568 
  

 
8. NOTES PAYABLE AND RELATED PARTY NOTES PAYABLE

Notes payable and related party notes payable consisted of the following:
 

As of December 31,   2021    2020  
Mortgage payable, maturing on May 31, 2055, bearing interest at 9.00%   $ 33,200,000   $ 32,380,111 
PPP loan, maturing on April 28, 2022, bearing interest at 1.00% (see Note

2)    —      1,627,055 
    

   33,200,000    34,007,166 
Less: deferred debt issuance costs, net    —      (44,143) 

    

Notes payable, net   $ 33,200,000   $ 33,963,023 
    

 
As of December 31,   2021    2020  
Structured equity loans due to related parties, maturing July 31, 2022,

bearing PIK interest at 14.00% as of December 31, 2021 and 2020   $ 51,150,316   $ 44,528,839 
    

   51,150,316    44,528,839 
Less: debt discount, related party stock warrants    —      (86,172) 
Less: current portion of related party notes payable    (51,150,316)    —   

    

Related party notes payable, net   $ —     $ 44,442,667 
    

On June 30, 2020, in conjunction with a refinancing transaction in which funds were obtained through a mortgage and sale-leaseback transaction (the
“Refinance”) (see Note 12), the Company borrowed
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$29,200,000 from STORE Capital Acquisitions, LLC under a mortgage agreement. The principal accrues interest at 9.00% per annum, with interest
payments paid monthly. The promissory note allows a total principal payment of up to $45,350,000. From June 30, 2020 through December 31, 2021,
the Company received additional principal loan payments, totaling $4,000,000, resulting in an outstanding balance on the mortgage of $33,200,000 as
of December 31, 2021. Throughout the duration of the mortgage, the Company will make interest payments monthly until the maturity date of the
mortgage, which is May 31, 2055.

On March 9, 2018, the Company issued a structured equity note to HFSN LLC, a related party, in the amount of $1,500,000 in lieu of payment of the
working capital liability. The terms of the note are 8.00% PIK interest with an amended maturity date of July 31, 2022. The note is subordinated to all
of the Company’s indebtedness and liabilities.

The structured equity loans require interest PIK. PIK interest accrues monthly and is added to the outstanding principal balance of the loans, the total
of which bears interest at the above stated rates. The Company has the option of paying the PIK interest in cash that would otherwise be added to the
principal balance of the note.

The notes payable agreements contain financial debt covenants requiring minimum debt service and debt leverage ratios. The Company was in
compliance with these covenants as of December 31, 2021 and 2020.

Future minimum principal payments on notes payable and related party notes payable as of December 31, 2021 were as follows:
 

For the Years Ending December 31,   Amount  
2022   $ 51,150,316 
2023    —   
2024    —   
2025    —   
2026    —   
Thereafter    33,200,000 

  

Total   $ 84,350,316 
  

Deferred Debt Issuance Costs and Debt Discount Deferred debt issuance costs and debt discount, related to the structured equity loans, amortized
and accreted to interest expense on the consolidated statements of operations amounted to $44,143 and $86,172, respectively, for the year ended
December 31, 2021, and $174,667 and $137,786 respectively, for the year ended December 31, 2020. As of December 31, 2021, deferred debt
issuance costs and debt discount has been fully amortized and accreted. As of December 31, 2020, deferred debt issuance costs net of accumulated
amortization and debt discount net of accumulated accretion amounted to $44,143 and $86,172, respectively.

 
9. RELATED PARTY STOCK WARRANTS AND EARNOUT LIABILITY

Related party stock warrants were issued alongside structured equity notes payable shown in Note 8. The related party stock warrants are exercisable
at a price of $0.01 per share to certain structured equity note holders and at a price of $1.80 per share to all other structured equity note holders.
Warrants to purchase 434,819 shares in the Company were issued to the various structured equity note holders. The related party stock warrants are
exercisable in whole or in part from their date of issue through December 31, 2025.

No related party stock warrants have been exercised through the date of independent auditor’s report. The related change in the fair value of related
party stock warrants as of December 31, 2021 and 2020 amounted
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to a decrease of $176 and $185,908, respectively, and is included in the accompanying consolidated statements of operations.

The fair value for the related party stock warrants was calculated using the Black-Scholes option pricing model with the following assumptions:
 

As of December 31, 2021   Assumptions 
Dividend yield    0.00% 
Volatility    80.00% 
Risk free interest rate    1.90% 
Expected life    4 years 

The related party earnout allows for a maximum payment of $4,000,000. The determination of related party earnout liability is based on a series of
calculations driven by the return that the new investors receive on their investment in the Company over a five-year period, or longer if the investors
elect to defer the determination date. Using Level 3 inputs provided by management, the expected actual earnout payment is determined and then
discounted by the Company’s cost of equity to arrive at the liability amount. As of December 31, 2021 and 2020, there was no expected fair value of
the related party earnout liability and there was no change in the fair value of related party earnout liability for the years then ended, respectively.

Fair value of the related party stock warrants and earnout liability, which are both measured using Level 3 inputs, recorded through the change of
control transaction during 2015 measured on a recurring basis is as follows:

 
As of December 31, 2021   

Related Party
Earnout    

Related Party
Stock Warrants 

Balance as of December 31, 2019   $ —     $ 188,068 
Change in fair value    —      (185,908) 

    

Balance as of December 31, 2020    —      2,160 
Change in fair value    —      (176) 

    

Balance as of December 31, 2021   $ —     $ 1,984 
    

The Company obtained an independent third party valuation of its common stock and remeasured the earnout liability and related party stock
warrants using a discounted cash flow analysis and the Black- Scholes option pricing model, respectively, as of December 31, 2021 and 2020.
Material level 3 inputs into the analysis included a risk-free rate of return of 1.9% based on the yield of 20-year U.S. Treasury notes and a required
return on equity of 14.4%.

 
10. EMPLOYEE STOCK OWNERSHIP PLAN

On December 31, 2015, the Company adopted an ESOP, a defined contribution plan (the “Plan”) under Section 4975(e)(7) of the Internal Revenue
Code and the Employee Retirement Income Security Act of 1974, as amended (“ERISA”). The effective date of the ESOP was December 31, 2015.
The ESOP covers all eligible employees who have completed one year of employment with 1,000 hours of service and attained age 21.
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Employees become vested over a six-year period, as follows:
 

Years of service   Vested Percentage 
Less than 2    0% 
2    20% 
3    40% 
4    60% 
5    80% 
6 or more    100% 

Pursuant to applicable law, contributions are discretionary and determined by resolution of the Board of Directors of the Company and may be made
in cash or in shares of Company stock. Contributions shall be made in cash to the extent necessary to enable the Trustee to pay any maturing
obligations under any outstanding ESOP loan. Employees are not permitted to make contributions.

The Plan is designed to invest primarily in capital stock originally issued by the Company. Currently, the assets of the Plan are invested in the capital
stock of the Company and cash-equivalent investments. In 2015, the Plan was leveraged when the ESOP Trust borrowed $27,066,016 from the
Company and used the proceeds to purchase 680,036 shares of the Company’s capital stock from the shareholders. This loan has a term of 40 years
and is due and payable on December 31, 2055.

The Company’s separate loans from various lenders, including some that were refinanced during the year ended December 31, 2020 (see Note 8), for
which the proceeds used financed this leveraged ESOP transaction, have terms of 5 to 35 years and are unconditionally guaranteed by the Company.
Therefore, the unpaid balance of the borrowing is reflected on the Company’s consolidated balance sheets as long-term debt less the portion due in the
next calendar year. A corresponding amount representing unearned compensation is recorded as a deduction from owners’ investment. Shares
purchased are held in a suspense account for allocation among the participants as the loan is paid. For the year ended December 31, 2015, the
Company purchased a total of 680,036 shares for $27,066,016.

Shares allocated and shares remaining in suspense were as follows:
 

For the Years Ended December 31,   2021    2020  
Number of shares, released and allocated    166,418    158,043 
Number of shares, suspense    513,618    521,993 

 
For the Years Ended December 31,   2021    2020  
Fair value, released and allocated   $1,664   $1,580 
Fair value, suspense   $5,136   $5,220 

The ESOP owns 100% of the Company’s stock. The Independent Trustee of the ESOP holds voting rights with respect to all matters in the Trustee’s
discretion. Each participant will be entitled to direct the Trustee as to how to vote shares of Company stock allocated to his or her Company Stock
Account with respect to the approval or disapproval of any corporate merger or consolidation, recapitalization, reclassification, liquidation,
dissolution, sale of substantially all the assets of the business, or any similar transaction that are specified in regulations interpreting Section 409
(e) (3) of the Internal Revenue Code.

The ESOP is funded by contributions made by the Company in cash with no cost to participants. Contributions to the ESOP and shares released from
the suspense account are allocated among participants based on a points system, in the proportion that each participant’s points for the plan year bears
to the total points of all participants who are eligible to share in the allocations for that plan year. For this purpose, a
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participant’s points for the plan year shall be determined based on the total number of points calculated by adding: (i) 1.0 point for every $1,000 of the
participant’s compensation for the plan year (rounded down to the nearest multiple of $1,000) and (ii) 0.5 points for each year of service by the
participant (including, for this purpose, Years of Service prior to the Effective Date). A forfeiture shall occur under this plan as of the last day of the
plan year in which the participant first incurs five consecutive one-year break-in-service. Forfeitures arising under the plan may first be used to reduce
Company contributions and pay plan expenses prior to being allocated among participants’ accounts.

For the years ended December 31, 2021 and 2020, compensation expense relating to the ESOP amounted to $17,354 and $14,482, respectively, and is
included in operating expenses on the accompanying consolidated statements of operations.

Under the terms of the ESOP written plan document, distributions of the balances credited to a participant’s accounts will be made by the Trustee by
payment in a series of substantially equal annual or more frequent installments over a period not to exceed five years. However, the period over which
installments may be paid may be extended by one year for each $230,000, the limit for 2021 and 2020, or fraction thereof by which the balances
credited to the participant’s account exceeds $1,165,000, the limit for 2021 (but the period over which installments may be paid may not be extended
by more than four years). The $230,000 and $1,165,000 ESOP limits as of December 31, 2021 will be adjusted each year to take into account any
cost-of living increase adjustment provided for that year under Section 409(o) of the Internal Revenue Code. If the Company is an S corporation for
federal income tax purposes, then the distribution of the balance credited to the participant’s Company Stock Account shall be made in the form of
cash.

 
11. PROFIT SHARING PLAN

The Company sponsors a 401(k) profit sharing plan for eligible employees. Eligible employees may make pretax contributions and may be eligible for
additional employer contributions which are deposited at year end. Any additional contributions are made at the discretion of the employer. An
employee becomes 100% vested with respect to employer contributions after completing five years of service. There was no profit sharing expense for
the years ended December 31, 2021 and 2020.

 
12. LEASES

Sale-Leaseback Transaction On June 30, 2020, in conjunction with the Refinance, the Company purchased two parcels of land, which were
previously leased from related parties, and sold those two parcels along with a third parcel of land the Company already owned to STORE Capital
Acquisitions, LLC (“STORE Capital Acquisitions” or the “Buyer”). The Company acquired the two parcels of land from the related party for
$3,209,370, and $4,535,880. The third parcel of land that the Company already owned had a book value of $4,640,000. The three parcels of land
together had a book value of $12,385,250. The Company sold the three parcels of land for $7,650,000, resulting in a net loss upon sale of $4,735,250,
which has been recognized in loss on sale of property and equipment on the accompanying consolidated statements of operations for the year ended
December 31, 2020. The Company then entered into the Master Lease Agreement (the “Lease Agreement”), and leased the parcels of land back from
the Buyer under a 20-year non-cancelable operating lease under ASC 840, with two optional extensions of five years each and a third optional
extension of four years and eleven months. Under the operating lease accounted for in accordance with ASC 840 for the year ended December 31,
2020, rent expense related to the lease was $738,855 for the year ended December 31, 2020 and is included in overhead expenses on the
accompanying consolidated statements of operations. Deferred rent on the lease as of December 31, 2020 was $394,605 and is included in deferred
rent on the accompanying consolidated balance sheet.
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Transition to ASC 842 Upon adoption of ASC 842 on January 1, 2021, the Company reevaluated the classification of the lease discussed above,
resulting in a change in classification from an operating lease under ASC 840 to a finance lease under ASC 842. Under ASC 842, if a previous sale
and leaseback transaction was accounted for as a sale and a leaseback in accordance with ASC 840, the Company is not required to reassess the
transaction to determine whether the transfer of the asset and subsequent lease qualifies as a sale and leaseback, respectively.

On April 30, 2021, the Company purchased a parcel of vacant land located in Warner Robins, Georgia, and simultaneously sold the property to
STORE Capital Acquisitions. The Company acquired the parcel of land for $500,000, and subsequently sold the property to STORE Capital
Acquisitions at cost for $500,000, recognizing no gain or loss related to the transaction. The Lease Agreement was amended on April 30, 2021 to
include this additional parcel of land, resulting in a leaseback transaction. Additionally, the amended Lease Agreement includes an increase to the
required cash payments and a decrease in the annual rental adjustment rate. In conjunction with the amendment to the Lease Agreement, the Company
entered into a Disbursement Agreement with the Buyer, who agrees to provide up to $12,500,000 (the “Construction Funds”) for construction of the
facility, improvements, and related costs at the Georgia property, which will subsequently be leased by the Company upon completion. Disbursements
from the Construction Funds are made periodically as payments of construction costs are paid by the Company as incurred. As of December 31, 2021,
the Company has received reimbursements in excess of payments in the amount of $158,823, and is included in accrued expenses and other current
liabilities on the accompanying consolidated balance sheets. In accordance with the Disbursement Agreement, in addition to the annual rental
adjustment occurring on the anniversary of the lease commencement date, each time a disbursement is made from the Construction Fund, the base
annual rental shall increase at a capitalization rate equal to the greater of (i) 8.25 % or (ii) the sum of 7.21 % plus the 15-year swap rate in effect four
business days prior to the date of disbursement.

The lease modifications included in the amendment on April 30, 2021 resulted in additional rights of use that were not granted in the original Lease
Agreement, consisting of the Georgia land and Georgia facility. Consequential lease payment increases commensurate with the standalone price for
the additional rights of use, adjusted for the circumstances of the particular contract. Therefore, the Company accounted for the modifications as
separate leases, segregating the lease of the Georgia land and Georgia facility from the original leased properties. Under the terms of the Disbursement
Agreement, the Georgia facility and improvements shall by constructed by the Company but shall be owned by the Buyer at all times, and the
Company shall have no interest in the premises, except as otherwise provided in the Lease Agreement and Disbursement Agreement. Furthermore, in
accordance with Subtopic 842-40-55-5, the Company does not control the underlying asset being constructed. Therefore, as the Company does not
own the properties being constructed nor have control of the assets, the lease of the Georgia facility is not considered to have commenced, and
payments made attributed to the leasing of the Georgia facility will be recognized as prepaid rent until completion of the facility. For the year ended
December 31, 2021, prepaid rent related to the Georgia facility amounted to $292,201 and is included in prepaid expenses and other current assets on
the accompanying consolidated balance sheets.

During the year ended December 31, 2021, the Company paid the security deposit required under the Lease Agreement and Disbursement Agreement,
which amounted to $2,210,000, and is included in other assets on the accompanying consolidated balance sheets as of December 31, 2021.

Under ASC 842, the Company has non-cancelable finance leases for land in California and Georgia, along with refrigerated trailers, with remaining
lease terms ranging from approximately 6 to 18 years, some of which may include options to extend the leases. For determination of the related
finance ROU assets and finance lease liabilities, the Company is not reasonably certain to exercise any option to extend. In addition
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to the fixed monthly payments, the total monthly lease payment for the refrigerated trailers contains a variable component dependent on mileage and
runtime. Furthermore, beginning on the 25th month of the trailers in-service time and on each in-service anniversary date thereafter, the monthly fixed
payments and rates used to calculate the variable costs will increase by 75% and 50%, respectively, of the percentage increase in the consumer price
index (“CPI”) for the twelve month period most recently published prior to the date of the increase. Additionally, the Company have short-term
evergreen leases for trucks and certain packaging equipment, in which the fixed monthly payments are expensed as incurred. Variable and short- term
lease payments are included in overhead expenses in the accompanying consolidated statements of operations for the year ended December 31, 2021.

The components of lease expenses were as follows:
 

For the Year Ended December 31, 2021   Amount  
Finance lease cost:   

Amortization of right-of-use assets   $ 478,480 
Interest on lease liabilities    855,390 

  

Total finance lease cost    1,333,870 
Short-term lease cost    141,342 
Variable lease cost    8,305 

  

Total lease cost   $ 1,483,517 
  

Other information related to leases was as follows:
 

For the Year Ended December 31, 2021   Amount  
Right-of-use assets obtained in exchange for new finance lease liabilities   $9,184,144 
Weighted-average remaining lease term – finance leases    18.3 years 
Weighted-average discount rate – finance leases    9.0% 

As of December 31, 2021, finance ROU assets and finance lease liabilities amounted to $8,705,663 and $9,828,873, respectively.

Future minimum lease payments under non-cancellable leases as of December 31, 2021 is as follows:
 

Years Ending December 31,   Amount  
2022   $ 820,010 
2023    856,283 
2024    894,231 
2025    933,932 
2026    975,467 
Thereafter    18,052,917 

  

Total   $ 22,532,840 
  

 
13. RELATED PARTY TRANSACTIONS

Management Fee An annual management fee of $150,000 is paid ratably to two structured equity note holders, in proportion to their respective
investment in the structured equity notes. Management fees in the
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amount of $150,000, included in general and administrative expenses on the accompanying consolidated statements of operations, were incurred
during each of the years ended December 31, 2021 and 2020. Management fees in the amount of $900,000 and $750,000 remained unpaid as of
December 31, 2021 and 2020, respectively, and are included in accrued expenses and other current liabilities on the accompanying consolidated
balance sheets.

 
14. COMMITMENTS AND CONTINGENCIES

Litigation The Company is subject to certain legal proceedings and claims that arise in the normal course of business. The Company does not believe
that the amount of liability, if any, as a result of these proceedings and claims will have a materially adverse effect on the Company’s consolidated
financial position, results of operations, and cash flows.

 
15. FORMATION OF GEORGIA SUBSIDIARY

In accordance with the Amended and Restated Limited Liability Company Agreement of Hollandia Produce GA, LLC (the “GA Agreement”) dated
May 7, 2021, the Company has the authority to issue 1,176 shares of no par capital units, of which 510 shares will be Class A Common Units, 176
shares will be Class B Common Units, and 490 shares will be Series A Preferred Units. As of December 31, 2021, there were 510 shares of Class A
Common Units issued and outstanding to HPGI, 170 shares of Class B Common Units issued and outstanding, and 490 shares of Series A Preferred
Units issued and outstanding. The Class B shares are Profits Interest units subject to vesting.

Profits Interest Plan In conjunction with the formation of the GA subsidiary, the Company established its Profits Interest Plan, dated May 7, 2021,
which authorizes grants consisting of the Company’s Class B Common Units.

The Profits Interest Plan allowed for the issuance of a total of 176 non-transferrable Profits Interest units, of which 50% are subject to annual vesting
over four years on the anniversaries of the grant date and 50% are subject to vesting upon the achievement of certain performance targets. The
performance-based units vest upon achievement of annual EBITDA targets by LP and GA during a four-year period beginning the year of grant. Of
the total Profits Interest units authorized, 170 units have been issued to 8 executives of the Company.

As of December 31, 2021, no Profit Interest units were vested.

Voting Rights All actions of the members shall require approval of (i) a majority of the Class A Common Units and (ii) a majority of the Series A
Preferred Units. Class A Common Unit and Series A Preferred Unit shareholders are entitled to one vote for each Class A Common Unit and Series A
Preferred Unit share held, respectively, for activities that specifically require the approval of the shareholders. Class B Common Unit shares are not
entitled to voting rights.

 
16. SUBSEQUENT EVENTS

Management has evaluated subsequent events from January 1, 2022 through the date of the independent auditor’s report, which is the date that the
consolidated financial statements were available to be issued, and determined that there were no subsequent events or transactions that required
recognition or disclosure in the consolidated financial statements, except as disclosed below:

Sale of the Company In March 2022, the Company has entered into a definitive stock purchase agreement with Local Bounti Corporation for the
acquisition of the Company with an estimated purchase price of $122,500,000. As of the date of the independent auditor’s report, the transaction had
not yet closed.
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