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PART I

ITEM 1. BUSINESS

When this repoit uses the wotds “the Company™, “we™ “us” and “our”, these words refer to
Manster Beverage Corporation and its subsidiaries, unless the context otherwise requires, Based in Corona,
California, Monster Beverage Corporation 15 a holdimg company and conduets no operaling business, excepl
through s consolidated subsidiarics The Company’s subsidiaries primarily develop and market energy
drinkes.

Overview

We develop, market, sell and disteibute energy drink beverages and concentrates for energy drink
beverages, primarily under the following brand names;

e  Maonster Encrgy® e NOSE

e Monster Encrgy Ultra® o Full Throttle®
o Mouster Rehabi e Burn®

®  Monster MAXX 00 e  Moather®

o Java Monslci® e Nalu®

»  Muscle Monster® e  Ullra BEnergy®
e Espresso Monster® e Play® and Power Play® (stylized)
& Punch Monster® & Relentless®

s Juice Monster® s BPPM®

o Monster Hydro® Energy Warer s BUR

e Monster Hydro®™ Super Sport s Gladiator®

s  Monster HydroSport Super Fuel® s Samurai®

=  Monster Super Fuel® e Livet®

s Monster Dragon Tead » DPredalor®

®  Reign lTotal Body Fuel® e Fury®

®  Reign Inferno® Thermogenie Fucl

Industry Overview

The “alternative” beverage calegory combines non-carbonated, ready-to-drink iced teas, lemonades,
juice cocktails, single-serve juices and (ruil beverages, ready-to-drink dairy and coftee drinks, energy drinks,
sports drinks and single-serve stll waters (flavored, unflavored and enhanced) with “new age” beverages,
including sodas that are considered natural, sparkling juices and flavored sparkliug beverages. According to
Beverage Marketing Corporation, domestic U.S. wholesale sales in 2020 for the “alternative™ beverage
category of the markel are estimated at approximately $60.5 billion, representing an increase of
approximately 1.8% over estimated domestic IS, wholesale sales in 2019 ol approximately $59.5 billion.

Reportable Segments

We have three operating and reportable segments, (1) Monster Energy® Drinks segment (*Maonster
Eneray® Drinks”™), which is primarily comprised of our Movster Energy® drinks and Reign Total Body
Fuel® high performance energy drinks, (i) Strategic Brands segment (“Strategic Brands”), which is
primarily comprised of the various cnergy drink brands acquired from The Coca-Cola Company (“TCCC™)
in 2015 as well as our affordable energy brands, and (ii1) Other segment (*Other”), which is comprised of
cerlain products sold by American Fruits and Flavors, LLC, a wholly-owned subsidiary, to independent
third-party customers (the “AFF Third-Party Products™).
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Our Monsler Energy® Drinks segment primartly generates nel operating revenues by selling ready-
lo-drink packaged encrgy drinks primarily o boltlers and full service beverage distributors, Tn some cases,
we sell directly to retail grocery and specialty chains, wholesalers, club stores, mags merchandisers,
convenicnce chains, drug stores, foodscrvice customers, value stores, e-commerce retailers and the military.

Our Strategic Brands segment primanly generates net operating revenues hy selling “concentrates™
and/or “beverage bases” to authorized bottling and canning operations. Such boulers generally combine the
comeentrates and/or beverage bases with sweeteners, water and alher ingredients (o produce ready-1o-drink
packaged cnergy drinks. The ready-lo-drink packazed energy drinks are then sold to other boulers, full
service distributors or retailers, including, retail grocery and specialty chains, wholesalers, club stores, mass
merchandisers, convenience chaing, foudservice customers, drug stoves, value stores, e-commerce retailers
and the military. To a lesser extent, vur Strategic Brands segment generates net operating revenues by selling
certain ready-to-drink packaped energy drinks to bottlers and full service beverage distributors.

Generally, the Maonster Energy® Drinks segment generates higher per case net operaling revenues,
but lower per case gross profil margin percentages than the Straicgic Brands segment,

For certain risles with respect to our encrgy drinks sce “Part 1, ltem | A - Risk Factors™ below.
Corporate History

In the 1930s, Hubert Hansen and his sons stavted a business sclling fresh non-pasteurized juices in
Los Angeles, California, In 1977, Tim Hansen, ane of the grandsons of Hubert Hansen, perceived a demand
for shelf stable pastewrized natural juices and juice blends and formed Hansen Foods, Ine. ("HFI7). 1FI
expanded its product line from juices to include Mansen’s Natural Soda® brand sodas. In 1990, Califormia
Co-Packers Corpotation (d/b/a Hansen Beverage Company) ("CCC™) acquired certain assets of HFI,
meluding the right to markel the Hansen’s® brand name. In 1992, Hansen Natural Corporation acquired the
Hansen’s® brand ndlural soda and apple juice husiness [rom CCC. Under our ownership, (he Hansen’s®
beverage business significantly expanded to include a wide range of beverages within the growing
“allernative” beverage calegory including, in parlicular, encrgy drinks, In 2012, we changed our name from
Hansen Natural Corporation to Monster Beverage Corporation. In 2015, we acquired various energy brands
from TCCC and disposed of our non-gnergy drink business. In 2016, we completed our acquisition of flavor
supplier and long-time business parter AFF.

2020 Product Introductions

During 2020, we conlinued to expand owr cxisting enetgy drink portfolio by adding additional
products to our portfolio in & bumber of countries and further developed our distribution markets. During
2020, we sold the following new products to our bottlers/distributors:

Monster Energy® Dragon Ice Tea™ Lemon {Brazil)
Monster Energy® Dragon Tea™ (China)
Munster Energy Ultra Fiesta®

Monster Energy Ultra Rosa®

Mounster Energy Ultra® Watermelon
Monster Hydro® Super Spoit Blue Streak
Monster Hydro® Super Sport Red Dawg
Tuice Monster® Khaotic® Encrgy + Juice
Juice Monster® Papillon™ Energy | Juice
Java Monster® 300 French Vanilla

Java Monster® 300 Mocha

Reign Total Body Fuel® Lilikoi Lychee
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Reign Inferno® Thermogenic Fuel Jalapeno Strawbetry
Reign Inferno® Thermogenic Fuel Red Dragon
Reign Inferno® Thermogenic Fuel Tiue BLU
NOS® Turbo

Bum® Dark Fnergy

Burmni Peach

Bum® Zero Raspberry

Nalu® Black Tea & Passion Fruit

Nalu® Green Tea & Ginger

Fury®: Gold Strike

Ultra Encray® Peach Mango

Ultra Energy® Zero Raspbeny

Manster Energy® Dragon’s Gold (China)

In the normal course of business, we discontinue certain products and/or product lines. Thaose
protucts or product lines discontihued ih 2020, either individually or in aggregale, did not have a material
adverse impact on our financial position, results of operations or liquidity,

Products — Monster Energy® Drinks Segment

Monster Energy® Drinks - a line of carbonated energy drinks. Our Monster Energy® drinks contain
vitamins, minerals, nulrients, herbs and other ingredients (collectively, “supplement ingredients™). We ofier
the following energy drinks under the Monsler Energy® drink product line: Monster Energy®, Lo-Carb
Monster Energy®, Monster Assault®, Monster Energy® Fury®, Juice Monster®@ Khaos®, Tuice Monster®
Khaolic®, Juice Monsier® Mango Loco®, Juice Monster® Pucilic Punch®, Juice Monster® Papillon™!,
Jnice Monster® Pipeline Punch®, Juice Monster® Ripper®, Monster® Mango Loco, Monster Energy®
Absolutely Zero, Monster Energy® [mport, Monster Energy® Export, M3(stylized)®, Monster Energy®
Super Concentrate, Monster Mule®, Monster Cuba Libre®, Monster Energy Zero Ultra®, Monster Energy
Ultra Black®, Manster Energy Ultra Blue®, Monster Energy Ultra Citron®, Monster Energy Ultia Fiesta®,
Monster Tergy Ulira Gold®, Monster Energy Ultra Paradise®, Monster Foergy Ulira Red®, Monsier
Lnergy Ulta Rosa®, Monster Energy Ultra Sunrise®, Monster Energy Ultra Violet®, Monster Energy
Ultra® Watermelon, Monster Energy® Mixxd Punch, Monster Energy® Gronk, Monster Energy®
Valentino Russi and Monster Energy® Lewis Hamilton 44.

Espressn Monster® Fspresso + Energy Drinks — a hone of non-carbonated dairy based espresso +
energy drinks. We offer the following espresso + evergy drinks under the Espresso Monster® product line:
Espresso and Mill, Salted Caramel and Vanilla Espresso.

Java Monster® Coffee + Energy Drinks — a line of non-carbonated dairy based coffee + energy
drinks. We offer the following coftee 1 energy drinks under the Java Monster® product line: Java Monster®
300 French Vanilla, Java Mounster® 300 Mocha, Java Monster® Farmer's Qats. Java Monster® Inish
Blend®, Fava Monster® Kona Blend, Java Monster® T.oca Moea®, Java Monster® Mean Bean®, Java
Muonster® Salted Caramel. Java Monster® Swiss Choeolate and Java Monster® Vanilla Light.

Mouster Energy® Dragon Iced Tea™ Energy Teas — a line of non-catbonated energy teas. We olfer
the following encrgy teas under the Monster Energy® Dragon Iced Tea™ product line in different conntries:
Green Tea, White Tea and Lemon Ice Tea.

Monster Hydro® includes two product lines: Energy Water and Super Sport. Monster Hydro®™

Energy Water is a line of nen-carbonated, lightly sweetened refreshment + encrgy drinks. We offer the
following refresliment + energy drinks
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under the Monster Hydro® Frergy Water product line: Blue Tee®, Watermelon®, Purple Passion®, Tropical
Thunder® and Zero Sugar Monsier Hydro® Super Sport 1s a line of non-carbonated. lightly sweetened
refreshment © encrgy danks that fealures an enlianced clectrolyte blend and BCAA's. We affer the following
refreshment 4 cpergy domks under the Monster Hydvo® Super Sport product lina: Blue Streak and Red
Dawg.

Monster TvdroSport Super Fuel® [Hvdration + Energy Drinks - a zero sugar line of won-
carbonated, advanced hydration + energy drinks with BCAA's, We offer the following advanced hydration +
encrgy drinks under the Monster HydroSport Super Fuel® produet line: Charge, Hang Time and Striker.

Monster MAXXW Eneray Drinky — a line of carhonated energy drinks containing nitrons oxide. We
offer the following encrgy drinks under the Monster MAXX® product line: Eclipse, Mango Matic, Rad Red,
Solaris and Super Dry,

Monster Rehabi Energy Drinks —a line ol non-carbonated energy drinks with electrolyles. We olfer
the following energy drinks under the Monster Rehab® drink line: Monster Rehab® Tea + Lemonade +
Enerdy, Monster Rehab® Tea 4 Orangesde + Frergy, Monster Rehab® Peuch Tea 4 Energy, Monster
Rehab® Raspberry Ten | Encrgy and Monster Rehubi® Strawbeiry Lemonade | Energy.

Muscle Monster® Energyv Shakeys — a line of non-carbonated energy shikes containing 27-grams of
protein. We olfer the following energy shakes under the Muscle Monster® Energy Shakes product line:
Chocolate and Vamlla,

Reign Totul Body Fuel®™ High Performance Energy Drinks — a Ime of high performance energy
drinks with BCAA's, B witanuns, electrolytes and CoQ10 with zero sugar. We offer the following high
perfarmance energy drinks under the Reign Total Bady Fuel® product line: Carnival Candy. Cherry
Limeade, Lemon Hdz, Lilikoi Lychee, Mang-O-Malic, Melon Mania, Orange Dreamsicle, Peach Fizz,
Razzle Berry, Sour Apple, Strawberry Sublime and White Gummy Bear,

Reign Inferno® Thermogenic Fuel High Performance Energy Drinks — 4 line of high performance
energy drinks with a thermogenie performance blend in addition to BCAA's, B vitamins, electrolytes, and
CaoQ10 with zero sugar, We offer the following high performance energy drinks under the Reign Inferno®
Thermozenic Fuel product line: Jalapeno Strawberry, Red Dragon, True BLU and Watermelon Warlord,

Products — Strategic Brands Segment

BPMu — a line of carhonated energy drinks. We offer the following energy drinks under the BPM®
produet line: Focus Berry Red, Hydrate Citros Green, Sour Twist and Zero Orange.

BU® — & line of carbonaled energy drinks. We offer the following encrgy drinks under the BU®
prodchuet line: Tsland Punch and Oviginal.

Burn'® — a line of carbonated cnergy drinks. We offer the following evergy drinks under the Burn®
product line: Apple Kiwi, Blue, Cherry, Dark Energy, Lemon lee, Mango, Onginal, Passion Punch, Peach,
Zera Raspberry, Sour Twist and Zera,

Full Throttle® —a line of carbonated encrgy drinks, We offer the following energy drinks under the
Full Throttle® product line: Blue Agave and Original (Citrus).

Fury® - a line of affordable carbonated energy dnnks. We offer the following energy drink under
the Fury® product line: Gold Strike:

https://www.sec gov/Archives/edgar/data/B65752/000 110465921 02994 3/mnst-20201231% 10K .htm 101219

MEC014621
Exhibit 66 Page 10 0of 219 Opposer’s Notice of Reliance



TTAB Opposition No. 91248258
Monster Energy Company v, Monstro Coffee LLC

31232021 hups:/lwww.sec.goviArchives/edgal/dala/865752/00011 046592102894 3/mnst-20201231x1 0k Inm
fy
https.//www.sec.gov/Archives/edgar/data/885752/00011046592102994 3/mnst-20201231x10k.htm 1218

MECQ14622
Exhibit 66 Page 11 of 219 Opposer’s Notice of Reliance



TTAB Opposition No. 91248258
Monster Energy Company v. Monstra Coffee LLC

12312021 Pllps: ifwww soc. goviArchives/edgar/dala/B65752/00011 046582102994 3/mnsl-20204 23110k him

Gladietor® — a line of carbonated energy drinks. We offer the followmgz energy drnk under (he
Gladiator® produet line: Original,

Live+® — a line of carbonated energy drinks. We affer the following energy drinks under the
Live a0 product line: Ascend, Ignite and Persist.

Mother® — a line of carbonaled energy drinks, We offer the following energy drinks under the
Maother® product line: Epic Swell. Frosty Berry, Kicked Apple®, Original, Passion, Sugar Free and Tropical
Blas(™,

Nurlu® — a line of carbonated energy drinks. We after the following energy drinks under the Nalu®
product line: Black Tea & Passton Fruit, Exotic, Frost, Green Tea & Ginger, Original, Passion and Refresh.

NOS® — a line of carbonated energy drinks. We offer the following energy drinks under the NOS®
product line: GT Grape, Nitro Mango, Original, Sonie Sour and Turbo,

Play® and Power Play® (stylized) — a line of carbonated energy drinks. We offer the following
cnergy drinks under the Play® and Power Play® (stylized) product line: Apple Kiwi, Mango. Passion Fruit,
Origmal and Sugar Free.

Predator® — a line of alfordable carbonated enevgy drinks. We oller the following energy drinks
vrder the Predator® product line: Gold Strike, Meun Green, Purple Ram and Red Dawn.

Relentless® - a line of carbonated energy drinks. We ofter the followimg energy drinks under the
Relentless® product ling: Apple Kiwi, Cherry. Lemon Tee, Mango, Origin, Passian Punch, Sour Twist and
Zero,

Samurai® — a line of carbonated energy drinks.  We affer the following energy drinks under the
Samurai® produet line: Fraity and Strawberry.

Ultra Fnergy® - a line of carbonated energy diinks. We offer the following energy drinks under the
Ultea Energy® product line: Apple Kiwi, Fury, Mango, Original, Passion Punch, Peach Mango and Zero
Raspbeiry.
Products — Other Segment

AFF sells a limited number of products W independent third-party customers.
Other Products

We continue to evaluate and, where considered appropnate, mroduce additional products, flavors
and types of beverages to complement our existing product lines, We may also evaluate, and where
considered appropriate, introduce additional lypes of consumer products we consider to be complementary
to owr existing products and/or to which our brand names arc able to add valuc.
Products — Packaging

Our products are packaged in a variely of different package types and sizes including, but not

limited Lo, aluminum cans, aluminum cap cans, sleek aluminum cans. aluminum cans with re-sealable ends
as well as polyethylenc lerephthalale (PET) plastic bottles and o a limiled extenl glass botlles.

7
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Munufacture and Distribution

We do not operate our own manulicturing Tacilities for finished goods, but instead oulsource the
mamifacturing process to third-party bottlers and contract packers,

ATF develops and manufactores the primary flavors for our Monster Energy® Drinks segment. We
also purchase (lavors, concentrales, sweeteners, juices, supplement ingredients, cans, boules, caps, labels,
trays, buxes and other ingredients for our heverage products from ingredient suppliers, which are delivered
1o o varous third-party bottlers and co-packers, In some cases, cetlain conumon supplies may be
purchased by our various third-party bottlers and co-packers. Depending on the product. the third-party
hottlers or en-packers add filtered water and/or other ingredients (including supplement ingredients) for the
manufacture and packaging of the finished products into our approved containers 1 accordance with our
recipes and formulas. Depending on the beverage, the bottler/packer may also add carbonation w the
products as part of the production process.

For our Stizlegic Brands segment, we primarily purchase concentrates and/or beverage bases from
mngredient suppliers, which are then sold to certain of our various third-party bottlers/distribators. The third-
party boltlers/distributors are respongible for the manufacture and packaging of (he fished products,
mnelading the procurement of all other required mgredients and packaging matertals. For certiin himited
products in the Strategic Brands segment, we may purchase flavors, concentrates, sweeleners. juices,
supplement ingredients, cans, bottles, caps. labels, trays, boxes and other ingredients for our Strategie Brand
products from our suppliers, which are delivered to our various third-parly bortlers and co-packers. In some
cases, certdin common supplies may be purchased by our various third-party boltlers and co-packers.
Depending on the product, the third-party bottlers or co-packers add filtered walter and/or other ingredients
(including supplement ingredients), for the manufacture and packaping of the finished produocts inta our
approved containers in accordance with our recipes and formulas. Depending on the beverage. the
bottler/co-packer may also add carbonation to the products as part of the production process.

Co-Packing Arrangemenls

All of our finished goods are manufactured by vanous third-party bottlers and co-packers siated
thioughout the United States and abroad, under separate arrangements with cach party, Our co-packaging
arrangements vary i terms and do not generally obligate us to procure mminimum quantitics of products
within specified pertods.

o some inslances, subjeet 1o agreement, certain equipment may be purchased exclusively by us
and/or jointly with our co-packers, and installed at their facilities to enable them o produce certain of our
products. In certain cascs, such equipment remains our property and is required to be returmed 1o ns upon
termination of the packing armangements with such co-packers, unless we are reimbursed by the co-packer at
the then book value or via a per-case credit over a pre-determinad number of cases that are produced ar the
tacilitics concerned.

For our Monster Encrgy® Drinks segment, we are generally vesponsible [or arranging [or the
purchase and delivery to our thivd-party bottlers and co-packers of the containers in which our beverage
products are packaged.

Our products are packaged in a number of locations, both domestically and internationally, which
enables us lo produce products closer to the markets where they are sold, with the objective of reducing
(reight costs as well as transportation-related product damages. As distribution volumes increase in both our
domestic and international markets, we will continue to source additional packing srrangements closer o
such markets to further reduce freight cosls.
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Our ability to estimate demand for our products is imprecise, particularly with new products, and
may be less precise dunng periods of rapid growth, particularly in new markets. If we materially
underestimate demand for our products and:or are unable to sccure sufficient ingredients or raw matenals
including, bul nol limited to, aluminum cans. aluminum cap cans, sleek aluminum cans, aluminum cans with
re-sealable ends, PET plastic boltles, caps, labels, [Mavors, juice
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concentrates, coffee, tea, supplement ingredients, olher ingredients and certain sweeteners, and/or procure
adeguate packing arrabpements and/ar oblam adeguale or [imely shipment of our products, we might nol be
able to sansfy demand on a shart-terin basis. (See “Parl I, lem | A — Risk Factors™),

For the majority of our produets, inclnding onr Monster Encrgy® brand cnergy drinks, our Java
Mounster® produet line, o Espresso Monster® praduct Tine, our Monster Hydro® product lines, our
Maonster HydroSport Super Fuel® product hne, our Monster Super Fuel® product line, our Muscle
Monster® product line, our Monster MAXX® product line, our Juice Monster® product line, our Reign
Tolal Body Fuel® produet line, our Reign [nlerno® Thermogenic Fuel product line and certain of our other
products, there ave limited co-packing facilities in our domestic and international markets with adequate
capacity and/or suitable equipment o package our products, We believe a short disruption or delay in
production would vot significantly affect our revenues; however, as alternative co-packing facilitics in our
domnestic and mtermations] markets with adequate long-term capacity may not be available for such
products, either at commercially reasonable rates and/or within a reasonably short time period, il at all, a
lengthy disruption or delay in production of any of such products eould significantly affect our revenues.

We continue to achively seek alternative and/or additional co-packing facilities around the world
(including in Africa. Asia, Australia, Central and South America, China, Europe, India, Mexico, the Middle
East and the United States) with adequale capacity and capability for the production of owr varipus products
[ mimmize ransportition costs and bansportation-related damages as well as to mitigate the risk of a
disruption in production and/or importation,

Distribntion Agreementy

During 2020, we continued to expand distibution of our products in both our domestic and
international markets

Distribution levels vary by product and geographic location., Net sales outside the United States
were §1.51 hillion, $1.33 billion and 51.09 billion for the years ended December 31, 2020, 2019 and 2018,
respectively,

Monster Eneigultd Distribution Agrecments

We have cntered into agreements with various botlers/distributors providing for the distribution of
our products during initial lerms of up to twenty yews, which may be renewed thereafter for additional
terms ranging from one (o live years, subject fo certain terms and conditions which may vary depending on
the form of the agreement. Such agrecments remain m effeet for their then-current term as long as our
products are being distributed, but are subject to specified termination rights held by cach party, which may
include by way of example, and depending on the form of agreement, termination upon: mutus] agreement;
material breach of the agreement by, or an insalvency of, cither party; deadlock; change of control; changes
in legal or regulatory conditions and (ermination of certain related agreements. Additionally, we are entitled
to terminate certain diswibution agreements at any time withoul cause upon payment of 4 lermination fee,
including a lmiled number of distribution agreemients wilh TCCC network bottlers that were enlered into
priorto 2015,

Certain of our material distribution amangements for our Monster Energy® brand energy dimks, as
amended from time to time, are described below:

(a) Amended and Restated Distribution Coordination Agreement with TCCC, pursuant to which we
have designated, and in the future may designate, subject o TCCC's approval, territories in Canada
and the United States in which bottlers from TCCC’s network of wholly or partially-owned and
mdependent botders (the "TCCC North American Bottlers™) will diswibute and sell, or continue to
distribute and sell, our Monster Energy® brand energy drinks.
hitps:fuw. sec gov/Archives/edgar/data/B65752(000110465921029943/mnst-20201231x1 0k hitm 16/213
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(b) Amended and Restated Intemational Distribution Coordination Agreement with TCCC, pursuant to
which we have designared, and in the future may designate, countries, or territorics within cowntries,
in which we wish to appoint TCCC network bottlers to distribute and sell our Monster Energy®
brand energy drinks, subject ta TCCC's
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approval. In February 2020, the Amended and Restated International Distribution Coordination
Apreement with TCCC was rencwed lor an additional live year term.

(e} Additionally, we have entered nto distiibution agreements for certain of our Monster Energy®
products with varions TCCC network bottlers, both in the United States and internationally.

All distribution territories in the United Slates, and substantially all distribubion territories
mternationally have been transitioned to TCCC networlk botllers/distributors.

Strategic Brands Distribution 4greements

We have entered into distribution coordination agreements with TCCC pursuant to which we have
designated, and in the future may designate, subject lo TCCC’s approval, tertitories in which TCCC networlk
bottlers will distribute our Strategic Brands energy drinks.

We have entered into agreements with various TCCC netwaork bottlers, hoth in the United States and
internationally, providing for the distribution and sale of our Strategic Brands energy drinks,

Raw Materials and Suppliers

The principal raw materials used in the manulactunng of our producls are aluminum cans,
aluminum cap cans, sleck alumimuon cans, alumimum cans with re-sealuble ends, PE plastic bottles, caps, as
well as flavors, juice concentrates, glucose, sugar, sucralose, milk, creanmi, protem, coffee, tea, supplement
mgredients and other packaging materials, the costs of which are subject to fluctuations. As a consequence
of the COVID-19 pandemic, we have seen u shift in consumer channel preferences and package
conligurations, including an increase in at-home consumplion and a decrease in [bod service on-premise
consumption. This shift has resulted in increased industry demand for aluminum cans, leading (o aluminum
cans being in short supply.

AFF ig the primary flavor supplier for our Monster Energy® brand encigy drinks, We also parchase
flavors from other suppliers as well as juices, supplement ingredients, glucose, sugar, sucralose, other
sweeteners and other ingredients from independent suppliers located in the United States and abroad.

For our Strategic Brands energy drinks. we purchase flavors. concentrates and/or beverage bases
tram flavor suppliers including TCCC in the United States and abroad, and may purchase certain other
ingredients from independent suppliers located in the United States and abroad.

With regard to our Java Monster®, Espresso Monster@ and Muscle Monster® product lines, the
dairy, protein and retort co-packing industries are subject to shortages and increased demand from Llime to
time, which may result in production discuption and/or higher prices.

For certain flavors purchased from third-party suppliers and used in a limited number of our
Monster Energy® brand energy drinks and/or our Strategic Brands energy drinks, these third-party flavor
suppliers own the proprietary rights to certain of their flavor formulas, We do not have possession of the list
of such flavor ingredients or formulas used in the production of certain of our products and certain of our
blended concentrates, and we may be unable to obtain comparable flavors or concentrates from alternative
supplicrs on short notice, Owr third-party flavor suppliers generally do not make such flavors and/or blended
concentrites available to other third-party customers.

We have identified alternative suppliers for many of the ingredients contained in many of our

beverages. However, mdustry-wide shortages of certam flavors, fruits and fruit juices. coffee, lea, dairy-
based products, supplement ingredients
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and sweeteners have been, and could from time Lo Lime m Lhe foture be, encountered. which cauld mierfere
with and/or delay production ol certam of our products.

We continually endeavor Lo develop hack-up sources of supply for certain of pur flavors and
concentrates purchascd from third-party suppliers, as well as to negotiute arrangements with owr existing
suppliers, which would enahle us to obtain access to certain of such concentates or flavor fonmulas under
certarn circwmslances, We have been partially successful i these endeavors. Additionally, in a hinited
number of cases, contractual restrictions and/or (he necessity (o obtain regulatory approvals and licenses
may limit our ability to entet into agreements with alternative suppliers, manufacturers and or disteibulors.

Competition

The beverage ndustry is highly competitive. The principal areas of competition are pricing,
packaging, development of new products and Havors as well as promotional and marketing steategies. Our
products compele with a wide range ol drinks produced by a relatively large number of companies, many ol
which have substantially greater (inancial, marketing and distribution resources than we do.

Important factors affecting our ability to compete successfully include brand and product imuge,
taste and flavor of products, trade and consumer promotions, rapid and effective development of new and
uhique culting edge products, mgredients, attractive and diffevent packagmg, brand exposure and marketing
as well as pricing. We also rely on our bottlers and full service beverage distributors o allocale inore
allention to our products than those of our competitors, provide stable and reliable disiribution and secure
adequale shell” space in relail oullets, Competitive pressures in the “alternative™, energy, collee and
“functional” beverage categories could cause our products to maintain or to lose marker share or we conld
experience price erosion, which could have a material adverse effect on our business and results of
operations.

We have experienced and continue lo experience competition from new entranits in (he energy drink
and encrgy shot categotics. A number of companies who market and distribute iced teas, collces, juice
cocklails, enhanced walers and sports drinks in various larger volume packages in glass and plastic bottles
(including BODYARMOR, Vitamm Water, CORE, Snapple, Arizona, Ocean Spray, Honest Tea, Gold Peak
Tea, Powerade, Gatorade Bolt 24 and Starbucks) and 12- and 16-ounce cans (such as Mountain Dew
Kickstart and Amp Game Fuel), have added supplement ingredients to their products with a view to
marleting their products as “functional” or energy beverages ot as having “functional” benefits. We believe
that many of those products contain lower levels of supplement ingredients, principally deliver refreshment
and are posilioncd differently from our encrgy or “functional” drinks.

We are also subject Lo increasing levels of regulatory issues including m relation to the registration
and/or taxation of oor products in certain new intermational markets, which may put us at a competitive
disadvantage. (See “Government Regulation™ below for additional information).

We compete not only for consumer pieference, but also for maximum markeling, sales efforls and
altention from our multi-brand licensed bottlers, brokers and distributors, many ol which have a principal
affiliation with competing companies and brands. Our products compete with all liquid refreshments and in
many cases with prodicts of mueh larger and in some cases befier financed competitors, including the
products of numerons pationally and intemationally known producers such as TCCC, PepsiCo, Inc.
(*PepsiCo™). Keurig Dr. Pepper Tne. (“KKDP™) and Red Bull GmbH. We also compete with companies that
are smaller or primarily Jocal in operation. Our products also compete wilh privale-label brands such as
those carried by grocery slore chains, convenience store chains and club stores.

Domestically, our enetgy diinks compete directly with Red Bull, Rockstar, Amp and Amp
GameFuel, Venom, VPX Redling, 5-Hour Energy Shots, MiO Energy, Stacker 2, VPX Baug, VB8 | Eunergy,
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Uptime. hi*ball, CELSIUS, C4, Alani Nu, 3D Energy, Coca-Cola Eneigy, ZOA Energy, Rowdy Energy and
many other brands. In 2020, PepsiCo acquired Rockstar and cntered into an agreement with VEX to
distibute VPX Bang products in the United States. PepsiCo also
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matleets and/or distribules addilional products in (hal markel segment such as Pepsi Max, Mountain Dew,
Mountain Dew Kickstart and Mountain Dew Amp Game Fucl. Internationally, our encrgy drinks compele
with Red Bull (including non-carbonated Red Bull in China and Asia), Rockstar, V-Energy, Lucozade,
Coca-Cola Eneray and numerous local and private-label brands that usually differ from country to country,
such as HELL, Amper, Shock, Tiger, Fearless, Boost, TN'T, Shark, Dragon, Score, Stmg, Hot 6, Suntory
ZONE, Rattery, Bullit, Flash Up, Black, Non-Stop, Bomba, Semtex, Vive 100, Dark Dog, Speed, Guarona,
M-150, Lipovitair, Bacchus, Volt, Bolt, M. Big, Boum, Raptor, Amp, Fusion, Hi-Tiger, Eastroc Super
Drink, Carnbao, Power Horse, XL, Crazy Tiger, Effect, Missile, Nocco, Adrenaline Rush, Real Gold, War
Horse, BLU. and a host ol other intemational bhrands.

Our Reign Toral Body Fuel® and Reign Inferno® Thermogenic Fuel high performance energy
drinks compete with VPX Bang, Adrenaline Shoc, C4, CELSIUS, NOCCO, Rockstar XDURANCE and
Qualke i the performance energy culepory.

Our Java Monster® and Espresso Monsler® product lines compete directly with Starbucks
Frappuccino, Starbucks Doubleshol, Starbucks Doubleshot Encrgy Plus Coffee, Starbucks Tripleshol and
other Starbucks coflee drinks, Costa CofTee, Rockstar Roasted, Dunkin Donuts, Gold Peak, Stok, 1ligh
Brew, McCafé, hi"hall, Douwe Egberts Coftee, Eynni CAFFE. Bang Keto Coftee, Nescafe and [nternational
Delight.

Our Muscle Monster® product line competes divectly with Muscle Milk, Core Power, Premier
Protein, Kellogg'’s Special K Protein. Bolthouse Farms Protein, EAS AdvantEDGE, EAS Myoplex and
Gatorade G Serics 03 Recover,

Our Monster Hydro® Encrgy Water, Monster HydroSport Super Fuel® and Monster Hydro® Super
Sport product lines compete directly with Vitaoin Water, Sparkling Tee, Bai, Propel, Vita Coco, Lucozade,
Powerade, Gatorade Bolt 24 and BODYARMOR,

Sales and Marketing

Our sales and marketing strategy for all our beverages is to focus our efforts on developing brand
awareness through image-enhancing programs and product sampling. We use our branded vehicles and other
promotional vehicles at evenls where we otfer samples of out products to consumers. We utilize “push-pull”
methods to enhance shelf and display space exposure in sales outlets (including racks, coolers and bayrel
cooles), adverlising, in-store promotions and in-store placement of point-of-sale materials to encourage
demand from consumers Tor our products. We also support our brands with prize promotions, price
promotions, competitions, endorsements from selected public and sports figures, sports personality
endorsements, sampling and sponsorship of sclected athletes, teams, series, bands, esports, causes and
events, In-store posters, outdoor posters, social media, concerts, print, radio and television advertising
(dircetly and through our sponsorships and endorsements) and coupons may also be used to promole our
brands.

We believe thal one of the keys lo suceess in the beverage mdustry is dilferentiation, making our
brands and products visually appealing and distinctive from other beverages on the shelves of retailers. We
review owr praoduets and packaging on an ongoing basis and, where practical, endeavor to make them
different and unigue. The labels and graphics for many of our praduets are redesigned and refreshed from
time to time to maximize their visibility and identification, wherever they may be placed in stores, which we
conlinue Lo reevaluale from lime o Lime.

Where appropriate, we partner with owr bottlers/distributors and/or refailers o assist our marketing
efforts.
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We decreased expenditures for our sales and martleting programs by approximately 9.7% in 2020
compared to 2019, This decrease was primarily duc to deereascd expenditures for sponsorship and
endorsements and decreased expenditures for travel and entertamment, each largely as a consequence of the
COVID-19 pandemic. The cosls for certdin pustponed or rescheduled events have been, or may be. defemed
to future periods. Due 1o the uncerlainty surrounding (he
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COVID-19 pandemic, we are unable 1o estimate i which future periads, if any, such deferred sponsorship
and endorsement costs will be recognized,

Customers

Our costomers are primarily full service beverage botllers/distributors, retail grocery, drug and
specialty chains, wholesalers, club slores, mass merchandisers, convenience chains, foodservice customers,
value stores, e-commerce retailers and the miltary, Percentages ol our gross billings to our various customer
types for the years ended December 31, 2020, 2019 und 2018 are reflected below. Such information includes
sales made by us directly to the customer types concerned, which include our full service bevernge
bottlers/distributors in the United Srates. Such full service beverage bottlers/distributors in turn sell certain
of owr products to some of the same customer types listed below. We himit our description of our customer
types to include only our sales to our full service Dbottlers/distributors without reference to such
bottlers/distributors’ sales Lo their own customers.

2020 2019 2018

17.8. full serviee bottlers/distiibutors 50% SR% Hl%
International tull service bottlers/distributors ah 13 31%
Club stores and c-commerce retailers % Mo 0%
Relail grocery, direct convenience, speciulty chains and

wholesalers | By 1% 1V
Direct value stores and other 1% 1% [ Yn

Our customers include Coca-Cola Canada Bottling Limiled, Coca-Cola Consolidaled, Inc,, Coca-
Cola Bottling Company United, Ine., Reyes Coca-Cola Botiling, LLC, Great Lakes Coca-Cola Distribution,
LLC, Cota-Cola Southwest Beverages LLC, The Coca-Cola Bottling Company of Northern New England,
Inc., Swire Pacific Holdings, Inc, (USA), Liberty Coca-Cola Beverages, LLC, Coca-Cola European
Pariners, Coca-Cola Hellenie, Coca-Cola FEMSA. Coca-Cola Amatil, Swire Coca-Cola (China), COFCO
Caca-Cola, Coca-Cola Beverages Africa, Coca-Cola Igecek and certain other TCCC network bottlers, Asahi
Soft Drinks, Co., Ltd,, Wal-Mart, Tnc. (including Sam’s Club), Costco Wholesale Corporation and
Amazon.com, Tnc. A decision by any large customer 10 decrease amounts purchased from us or to cease
carrying our products could have a material negative effect on our financial condition and consolidated
resulls of pperations,

Coca-Cola Consolidated, lie. aceomnted for approximately 12%, 13% and 13% of our net sales for
the years ended December 31, 2020, 2019 and 2018, respectively.

Reyes Coca-Cola Bottling, LLC accounted for approximately 11%, 11% and 12% of our net sales
for the years ended December 31, 2020, 2019 and 2018, respectively.

Coca-Cola European Partners acconnted for approximately 10% of our net sales for the years ended
December 31, 2020, 2019 and 2018,

Seasonality

Sales of ready-to-drink beverages are somewhat seasonal, with the second and third calendar
quarters accounting for the highest sales volumes, We believe that the volume of sales in the beverage
imdustry is affected by weather conditions. However, the energy drink category appears to be less seasonal
than traditional beverages, Quarterly fluctuations may also be affected by other factors including the
intraduction of new products, the opening of new markets, particularly internationally, where temperature
fluctuations may be more pronounced, the addition of new boltlers and distributors, changes in the mix of
the sales of our linished products and increased or decreased adverlising and promotional expenses.
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However, the COVID-19 pandemic may have an impact on consumer behaviors that may result in
temporary changes m the scasonal fluctuations of our business.

13
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Intellectual Property

We presently have moe than 14,200 registered tademarks and pending applications in various
countries worldwide, and we apply for new trademarks on an ongoing basis. We regard our tradenvarks,
service marks, copyrights, domain names, trade dress and other intellectual property as very important to our
husiness. We consider Monster®), Monster Energy(®, m@, Monster Energy Ultra®, Munster Dragon Teaff,
Unleash the Beast!®, Mutant®, Monster Rehab®, Java Monster®, Muscle Monster®®, Punch Mansterte,
Juice Monster@®@, i Hydro® (stylized), Monster HydroSport Super Fucl®, Monster Super Fuel®, Espresso
Manster®), Monster MAXX®, Reign Total Body Fuel®, Reign Inferno®, BU®, Nahit, NOS®, Full
Throwle®, Burn®, Mother®, Ultia Encrgy®, Play® and Power Play® (stylized), Relentlessé@, Predator®,
Fury®, Livet® and BPM® o be owr core trademarks. We also own the intellectual property of our musl
important flavors for certain of our Monster Energy® Brand energy drinks in perpetuity,

We have registered Monster®, Monster Energy®, ﬂ!@, Monster Energy Ultra®, Unleash the Reast!
R, Mutant®, Monster Rehab®, Java Monster®, Muscle Mouster®, Punch Monster®@, Juice Monster®, M
Hydro®, Espresso Monster®, Monster MAXX®, BUR, Nalu®, Burn®, Mother®, Play®, Power Play®
(stylized), Relentless®, Ultra Energy®, BPM®, Predator®, Fury®, Livet®, Reign®, Reign Tolal Body
Fucl® and Reign Inferno® outside of the United States in certain jurisdictions.

We protect our trademarks by applying for registrations and registering our wademarks with the
United States Patent and Trademark Office and with government agencies in other countries around the
world, particularly where our products are distributed and sold. We assert copyright ownership of the
stalements, graphics and content appearing on the packaging of our products and in our markcling materials.
We aggressively pursue individuals and/or entities seeking to profit from the unauthorized use of our
trademarks and copytights, including, without limitation, wholesalers, street vendors, retailers, online
auction site sellers and website operators. In addition to mitiating civil actions agamst these individuals and
entities, we work with law enforcement officials where appropriate.

Depending upon the jurisdiction, (rademarks are valid as long as they are in use and/or (heir
registrations are properly maintained and they have not been found to have become generic, Registrations
of trademarls can generally be renewed as long as the rrademarks are in use.

We also enforce and protect our trademark rights against third parties fringing or disparaging our
trademarks by opposing registration of conflicting trademarks and initiating litigation as necessary,

Government Regulation

The production, distribution and sale m the United States of many of our products are subject to
varivus U.8. federal, state and local regulations, including but not limited to: the Federal Food, Drug and
Cosmetic Act (“ID&C Aet”); the Occupational Safety and Health Act and various state laws and regulations
governing workplace health und salety; various environmental statutes; the Sale Drinking Waler and Toxic
Enforcement Ac¢l of 1986 (“Calilornia Proposition 65™) und o number of other lederal) stale and locul
statutes and regulations applicable to the production, transportation, sale, safety. advenising, marketing,
lubeling and igredients of such products, Outside the United States, the produetion, distribution and sule of
many of our products are also subject to numerous statutes and regulations.

We also may in the fulure be affected by other existing, proposed and potential future regulations or
regulatory actions, including thosc described below, any of which could adversely affeet our business,
financial condition and results of opcrations. See “Part [, Ttem 1A — Risk Factors - Changes In government
regulation, or failure to comply with cxisting regulations, could adversely alleet our business, financial
condition and results of operations” below for additional information.
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Furthermore, legislation may be introduced in the United States and other countries at the federal,
state, municipal and supranauonal level in respeel of cach of the subjeet arcas discussed below.  Publie
health officials and health ndvocates are increasingly Tocused on the public health consequences associated
with ohesity, cspecially as it alleets children, and are secking legislative change (o reduee the consumption
of sweetened beverapes. There also has been an imcreased focus on caffeine content in beverages, as
discussed below, and we are secing some attention 1o other mgredients m energy drinks.

Producr Formulation, Labeling and Advertising, Globally, we are subject (o a humber of regulations
applicable to the Tormulation, labeling and adverusing ol our producls. In California, we are subject o
California Proposition 63, a law which requires (hat a specified watning be provided before exposing
California consumors to any praduct that contains in excess af threshold amounts of a substance listed hy
California as having been found to cause cancer or reproductive toxicity, California Proposition 635 does not
require a warning 1f' the manuficturer of & product cun demonstrate thal the use of the product in guestion
exposes cohsumers (o an average daily quantity of a listed substance that is below that threshold amount,
which is determined either by seientific criteria set farth in applicable vepulations or via a “safe harbor™
threshold that may be estnblishied by the state, or the substance 1s nalurally oceurring, or is subject to another
applicable exception. If we are required to add warning labels to any of our products or place warnings in
certain localions where our products wee sold, 11 will be difficult (o predict whelther, or to whal extend, such a
warning would have an adverse impact an sales of owr products in those locations or elsewhere.

I addition. in May 2016, the U8, Food and Drug Administration (the "FDA™) revised regnlations
wilh respecl Lo serving size information and nutntion labeling on food and beverage products, inchuding a
new requirement Lo diselose the amount of added sugars in such products. These changes went into effect on
January 1, 2020, though FDA announced that it is not focusing on enforcement due to challenges in meceting
these requivements, parbcularly during the COVID-19 pandemic. burther, in December 2018, the U.S.
Department of Agriculture promulgated regulations requiring that, by January 1, 2022, the labels of certain
bivengineered foods include a disclosure that the food 1s bioenginecred. We may incur significant costs to
alter our existing packaging materials Lo comply wath these and other new regulations. Additionally, these
new regulations may impact, reduce and/or otherwise affect the purchase and consumption of our products
by consumers.

Further, the City of San Frangisco enscted un ordinance that would require health wamings on
advertisements {or certain sngar-sweelened beverages, though enforcement has been delayed due to a
lawsuit challenging the ordinance. In January 2019, the UL.S. Cowrt of Appeals for the Ninth Circuit, suting
en banc, granted a prelimmary injunction blocking enforcement of the ordinance, concluding that a First
Amendment challenge to the ordinance was likely to succeed on the merits, In February 2020, the San
Francisca Board of Supervisors passed legislation o amend the ordinance. The plaintill amended s
pleading and litigation continues in the Northern District of California over this revised legislation,

In July 2012, we recerved a subpoen: from the Attorney General for the State of New York in
comeclion with an imvestigation relatmg tw the adverusing, marketing, promotion, ingredients, usage and
sale of our Monster Energy® brand energy drinks. We cannot predict the outcome of this inquiry and what
effect, if any, it may have on our business, financial condition or tesults of operations.

Other countries, such as the member states ol the Gulf Cooperation Council, Colombia, Brazil, the
Dominican Republic and Mexico, and the People’s Republic of China are also considering, or have enacted,
new labeling requirements. which may require us to amend our labels and waming statements. The United
Kingdom Government has also suggested that it muy review food labeling laws following the United
Kingdom’s departure from the European Union (“Brexit™).

Age and Other Restrictions on Energy Drink Producis. Proposals to limit or restrict the sale and/or
advertising of energy drinks (o minors and/or persons below a specilied age, and/or restrict the venues in
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which energy drinks can be sold, and/or to restrict the use of the Supplemental Nutrition Assistance Program
(formerly food stamps) to purchase energy drinks have been raised and/or cnacted n certain U.S. stares,
counties, municipalities and/or in certain foreign countries, For example, i the United States, bills seeking
Lo impose an age restriction on the sale of energy drinks have been inlroduced

()]
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in the South Carolina and Connecticut legislatures, Outside of the Uniled States, for example, Latvia,
Lithuania and Tuckey prohibil the sale of encrgy drinks o persons under the age of 18, Canada prohibits the
promaotion of energy drinks to children 12 years and under; T.atvia and Scotland prohibit the sale of energy
drinks in cducational establishments; and Turkey prohibits the sale or advertising ol encigy drinks in
“collective consumption areas,” such as sporis complexes, schools or hospitals. Latin American countrics
such as Chile, Colombia and Brazil are considering age and other sales restrictions on energy driuks, as are
other countries such as the United Kingdom, Romania and Bulgaiia.

Fxcise Tyxes on Fnergy Drinks, Legislation (hat would impose an excise lax on sweelened
beverages has been proposed in the U.S. Congress, in.some state legislatures and by some local
governinents, with excise taxes generally ranging between §0.01 and $0.02 per ounce of sweetened
beveruge. Berkeley, California became the first jurisdiction to pass such i measure, and a general tax of
S0.01 per ounce on certam sweetened drinks, including energy drinks, becume effective on Japuary 1, 2015,
Other TI.8. jurisdictions (including Albany, Oakland and San Francisco, California; Boulder, Colorado;
Philadelphia, Pennsylvania and Seattle, Washington) have passed similar measures, some of which have
been challenged in litigation. The imposition of such taxes on our products would increase the cost of
certain of our products or, to ihe extent levied direetly on consumers, make certain of our products less
allordable. Excise taxes on sweelened beverages alveady are in eflect in certain [ureign counties where we
do business, such as France, the United Kingdonmy, Ireland, South Afviea and Mexico, Poland recently
established & tax on drinks with added sugars, specifically targeting beverages containing caffeine and
taurine. Other countries, including the Dominican Republic, are considering sunilar measures, Tn addition,
legislation has been proposed in certain jurisdictions that wonld specitically impose excise taxes on energy
drinks. For example, Kuwail is considering a proposal (hal would impose an excisc (ax on energy drinks.
Such targeted legislation has been passed in other countries. For instance, on January 1, 2020, a reform o a
Mexican excise fax wenl into effect that expanded the definition of an “energy drink™ subject Lo this (ax (o
inelude products with any amount of caffeine (the prior version of the tax required 4 threshold of 20
milligrams of caffemne per 100 millimeters for the tax o be applicable) and “taurine or glueuronolactone or
thiamine and/or any other substance that produces similar stimulating effects.” Hungary hag instituted an
excise tax to which our products are subject. Bahrain, Sandi Avabia and the United Arab Emirates began
applying a selective tx of 100% on energy dvinks in 2017, Qatar and Oman began applying the tax in 2019,
and (here are indications Lhal a similar measure may be enacted in Kuwail,

Limits on Caffeine Content. Legislation bas been proposed to linit the amount ol caffeine that may
be comamed in beverages, including energy drinks. Some jurisdictions where we do business have
prescribed limited caffeine content for beverages. For example, in Canada, the maximum amount of caffeine
caniot exceed 180 mg per single-serving container or per serving (500 ml) in the case of a multi-serving
container. We adjusted the caffeine levels in cerlain of our Monster Enevpy® products that are sold in
Canada to address (hese repulations, although the majority of our products were unaffeeted.  In Furope,
examples of caffeine restrictions include the Netherlands where there is a limit of 35mg/100ml, and Norway
introduced, as of January 1, 2020 (subject to transition periods), a limit of 32mg/100ml, Caifeine Timit
restrictions or restrictions on combining caffeine with ather ingredients or in particular produet sectors (such
as performance beverages/sport drinks) have zlso been implemented or proposed in other jurisdictions,
including Tuwrkey, India, Pakistan’s Punjab region. Egypt and the member states of the Gulf Cooperation
Council. Such restrictions could require reformulations of certain of our products. However, we may not be
able 1o satisfactorily reformulate our products in all jurisdictions that adopt similar legislation,

Limitations on Container Size. We package our products in a variety of different package types and
sizes inclnding, for certain of our Monster Energy® brand energy drinks, aliminum cans larger than 16 fluid
ounces. Certain jurisdictions, such as Colombia, Costa Rica, Egypt and the Dominicun Republic, are
considering container size limitations on enevgy drinks and other beverages which may require us to change
the size of our products sold in these countries. Other countries, like England, have considered and rejected
proposed can size imitations although it 1s open to such markets (o revisil these and other similar proposals,
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Cowmpliance with Environmental Laws

Our Tacilities in the United States are subjeet 1o federal, state and local environmental laws and
regulations. Owr operations in other commibries are subject Lo similar federal, stale, local and supranarional
laws and regulations that may be applicable in such counties. Compliance with these provisions has not
had, nor do we expect such compliance to have, any material adverse effeet upon our capital expenditures,
riel income ar eompelitive position.

Contaimer Deposits. Various municipalities, states and loteign countnies require thal a deposit be
charged tor certain non-refillable beverage containers, The precise requirements imposed by 1hese measures
viry hy jurisdiction. Other deposit, reeyeling or product stewardship proposals have been, and may in the
future be, introduced in certain U.S. states, counties, muwcipalities and in certiam foreign countrics.

I California, we ate required lo collect redemption values from our customers and to vemit such
redemption values o the State of California Department of Resources Recycling and Recovery based upan
the number of cans and boitles of certain carbonated and non-carbonated products sold, Tn cecnin olher
states and conntries where our products are sold, we are also required to collect deposits tfrom our customers
and to remit such deposits (o the respeetive jurisdictions based upon the number of cans amd botdes of
certam earbonated and non-carbonated products sald m such stutes.

Human Capital Resources

As of December 31, 2020, we have employees in 66 countries, with a tolal of 3,666 cmployees
working worldwide. This employee population includes 2,535 employees in North America, 228 employees
m Latin Amencs, 217 employeces i Asia Pacific and 686 employees in Europe, Mideast and Afica
(“EMEA™). Most of our employees are full-time (3,013 employees) and the remaining 653 employees hold
part-time positions. Of our 3,666 employees, we employ 1,185 in corporale and operational capacities
(icluding administration, human resources, legal, information lechnology, operatons, lacililies, warchouse,
product develapment, regulatory and accounting) and 2,481 persons in sales and marketing capacitics,

T 2020, we cstablished our Equality, Diversity and Inclusion (EDI) Leadership Advisory Grroup,
comprised of lcaders from across the Company, designed to provide insight on our diversity and inclusion
efforts and to assist in the integration of the EDI program with our overall strategy and business abjeclives.
We provide training for our employees covering harassment, discrimination and unconscious bias.

We support our employees through a variety of traiming and development programs, We have a mid-
level manager development program, m which participants leam leadership skills, network with peers and
senior excentves, and tackle critical initiatives. We also have a leadership development platform in
partnership with a third party, for senior leaders to receive university grade cerfificates i business strategy
and inmovation and complete Food and Beverage Executive courses as well as an electronic learning
platform that focuses on business acumen, professional development and technical capabilities.

We provide compensation packages designed to attract and rerain talent while maintainmg
alignment with market comnpensation surveys. We have multiple short-term incentive programs focused on
incentivizing and retaiming talent throughout the organization and provide long-terim incentive programs to
employecs through equity and/or performance cash awards. We currently cover the cost of insurance
premiums including medical, dental, vision, life, accidental death and dismemberment, short and long term
disability, and an Employce Assistance Program (FAP) covering [ull-time employees and share in the cost
ol Insurance premiums covering eligible dependents including medical, dental and vision coverage, We also
offer several voluntary benefits to full-time employees, including supplemental life insurance, whole Jife
insurance, accident insurance, eritical illness insurance, {lexible spending accounts, travel insurance, pre-
paid legal, healthy rewards programs, identity theft assistance, and retivenient savings account(s).
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Available Information

As a public company, we are required to file our annual reporis on Form 10-K, quarterly reports on
Form 10-Q. cunvent veports on Foom 8-K. proxy statements on Schedule 14A and other information
(includng any amendments) with the Sccunties and Exchange Commission (the “SEC™). You can find the
Company’s SEC filings al the SECs website, which contains reports, proxy and information statements, and
other information regarding issuers that file electiomeally with the SEC, at bilpa/iwww,sec, gov.

Ouwr Internel address is wwwanonstertheveorp.com.  Information contained on our websile is not parl
of or incorporaled into this [iling or any of our other lilings with the SEC, Our SEC filings (including any
amendments) will be made available free of charge at wwwanonsterbeveorp.com, as soon as reasonably
practicable after we electranically file such material with, or fumish it to, the SEC. In addition, you may
request a copy of these filings (excluding exhibits) at no cost by writing to, or telephoning us. at the
following address or telephone number:

Maonster Beverage Corporation
| Monster Way
Corona, CA 92879
(951) 739-6200
(BOD) 426-7367

ITEM 1A, RISK FACTORS

In addition (o the other information in this Amal Report on Farm 10-K, meluding Management’s
Discuossion and Analysis of Fuiancial Condition and Results of Operations and the consolidated financial
statements and related notes, you shoulil carefully consider the following risks. If any of the following risks
actually accur or continue (o occur, our business, reputation, financial condition and/or operating resulls
could be materially adversely allecied. The risk faclors sumimarized below are not the only risks we face.
Additional risks and uncertaintics not currently known to us or that we cuirently deem to be immaterial may
also materially adversely allecl vur business, reputation, {inancial condition and/or operating results,

Risk Factors Summary

The following is a summary of the principal risks that could materially adversely affect our
business, veputation, financial condition and/or operating results,  You should read fhis summary together
with the more delailed description of each risk contained below,

Operational and Industry Risks

e  The COVID-19 pandemic has had, and we exptcl will continue to have, certain impacls on our
business and operations. Such impacts may have a material adverse or other cffcet on our business
and results of operalions.

® The Company and TCCC have exlensive conuncercial arrangements and, as a resull, the Company’s
future performance is substantially dependent on (he suceess of its refationship with TCCC.

® Provisions in our organizational documents and control by insiders may prevent changes in control
even il such changes would be beneficial 1o olher stockholders.

»  We rely on botllers and other contrct packers to manufacture our products. If we are unable (o
maintain good relationships with our bottlers and contract packers and/or their ability to
manufacture our products becomes constrained or unavailable Lo us, our business could suffer.

»  We rely on bottlers and distbutors 1o distribute our products. If we are unable to maintain good
relationships with our existing bottlers and distributors and/or secure such bottlers and distributors,
our business could suffer,
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o We derive virlually all of our revenues from energy drinks, and competitive pressure i the energy
drink category could adversely alfeet our business and operating resulls,

o Criticism of our energy drink products and/or crincism or a negative perception of energy drinks
generally, could adversely atfect us.

® Increased competition in the beverage mdustry and changing vetal landscape could hurt our
busimess.

s Our mability to innovate successfully and to provide new cutting edge products could adversely
affect our business and financial resnlts.

e Changes in consumer product and shopping preferences may reduce demand for some of our
products,

e Ouwr continucd expansion oulside of (he Tnited Stales exposes us t uncertain conditions and other
risks in international markets,

o Tfwe are not able to pass on increases in the costs of raw materials, ncluding aluminum cans and/or
ingredients and/or [uel and/or costs of co-packing, such inability could harm our business and resull
in a higher cost base, Shortages ol vaw materials including aluminum cans and/or ingredicnts and/or
fuel and/or costs of co-packing could have a material adverse elfect on owr business and results of
operations.

s Our failure to accurately estimate demand for our products or maintain sufficient inventory levels
could adversely allect vur business and financial resulls,

® The costs of packaging supplies are subject lo price increases from time to time, and we may be
unable to pass all or some of sucl inereased cosls on lo owr customers,

# Global or regional catastrophic events could impact our aperations and affect our ability to grow
our business.

& Climate change and natural disasters may negatively affect our business.

I we are not able (o retain the fuwll-time services of scnior management. there may be an adversc
effect on our pperations and/or our operating performance until we find suitable replacements.

e Negative publicity (whether or not warranted) could damage our brand image and corporate
reputation, and may cause our business to suffer.

Government Regulation and Litigation Risks

e Changes in government regulation, or failure to comply with existing regulations, could adversely
aflect our business, fmancial condition and resalls ol vperations,

= We cannot predict the effect of possible inquines [rom and/or actions by allorneys general, other
government agencics and/or quasi-government agencies into the praductian, advertising, marketing,
promotion, labeling, ingredients, usage and/or sale of onr energy drink products.

s Litigation regarding our products, and related unfavorable media attention, could exposc us o
significant liabilities and reduce demand for our products, thug negatively affecting our financial
results.

» If we encounter material product recalls, our business may suffer material losses and such recalls
could damage our brand image and corporale rcputation, also polentially resulting in material
losses.

Intellectual Property, Information Technology and Dalta Privacy Risks

e Our intellectnal property rights arc cntical to owr suceess, and the loss of such rights could
materially adversely affect our business,

o Wec must continually maintain, proteet and/or upgrade our information technology systems,
including protecting us from intemal and external cybersecurity threats.

e [If we [ail to comply with data privacy and personal data protection laws, we could be subject o
adverse publicity, government enforcement actions and/or privale litigation, which may negatively
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Financial Risks

e Fluctuations n our effective tax rate could adversely affeet our financial condition and results off
operations.

s We may be required in the future to record a stgnificant charge to eammgs 1if our goodwill or
inlangible assets become impaired.

e Flucmations in foreign cwrency exchange rates may adversely affect our operating results,

» Potential changes in accounting standards or practices and/or taxabion may adversely affect our
financial results.

e If we [l to maintain cflective disclosure controls and procedures and internal control over
finaneial reporting on a consolidated basis, our stock price and investor confidence in the Cowpany
conld be materially and adversely sffected.

e Uncertainty in (he financial markels and other adverse changes in general cconomic or political
conditions in any of the major countrics in which we do business could adverscly affect our
industry, business and results of operations.

» Default by or fatlure of one or more of owr counterparty financial institutions could cause us to
incur significant losses.

o Volatility ol stock price may restrict sale opportunities.

e Our wvestments are subject to risks which may cause losses and affect the hgudity of these
mveshments,

Operational and Industry Risks

The COVID-19 pandemic has had, and we expect will continue to have, certain impacts on our business and
operations, and such impacts may have a material adverse or odher effect an aur husiness and resulis of
aperalinns.

The current COVID-19 pandemic has presenled and continues o present a substantial public health
and economic challenge around the world and is alfecting our employees, communitics and business
operations, s well as the global cconomy and financial markets, The human and cconomic conseguences of
the COVID-19 pandemic as well as the measures taken or that may be taken in the fature by govermments,
businesses (meluding the Company and our suppliers, bottlers/distributors, co-packers and other service
providers) and the public at large to limit the COVID-19 pandemic, have and will directly and indirectly
impact our business and results of operations, including, withoul hmitation, the following:

o  We have expericoced decreases in sales of our produets in many of our markets around the
world that have been attected hy the COVID-19 pandemic, predominately during the early part
of the 2020 sccond quarter. While some of the restrictions imposed as a result of the ininal
COVID-19 oulbreak have been lifted or eased 1n many jurisdictions as the rates of COVID-19
infections have decreased or stabilized, resurgence of the COVID-19 pandemic in some
markets has slowed or reversed the reopening process, and markets are moving through varying
stages of reslvictions and re-opening at differcnt limes. However, we have reeently seen a
resurgence of the COVID-19 pandemic in the Northern Hemisphere while cases in the Southern
Hemisphere continye fo rige, As & result, a number of countries, particularly in EMEA. have
reinstituted lockdawns and other restrictions, which could further impact customier demand. If
the COVID-19 pandemic and related unfavorable economic conditions continue to intensify,
the negative impact on our sales, including our new product innovation launches, could be
prolenged and may become maore severe.
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®»  Delerioraling economic conditions and contmued financial uncertainties in many of our major
markels due o (he COVID-19 pandemic, such as inereased and prolosged uncmployment,
decreases in per capila income and the level of disposable mcome. declines in consumer
confidence, or cconomie slowdowns or recessions, could afTect consumer purchasing power
and consumers® ability to purchiuse our products, thereby reducing demand for our products. In
addition, public concern among consumers regarding the risk of contracting COVID-19 may
also reduce demand for our products

o  The closures ol, and continued reglrichions on, on-premise retailets and other establishments
that sell our products as a result of the COVID-19 pandemic have adversely impacted and may
continue to adversely impact our sales and results of operations.

& (Qur advertising, marketing, promatonal, sponsorship and endorsement activities have beei,
and will continue Lo be, disrupted by reduced opportunities for such activities due to measures
taken Lo limit the spread of the COVID-19 pandemic and the cancellations of or reduced
capacily ul sporiing events, concerls and other events may resull in decreased demand for our
products.  Our product sampling programs, which are part of our sleategy to develop brand
awarcness, have been, and will continue to be, disrupted by the COVID-19 pandemic. If we are
unable to suceessfnlly adapt to the changing landscape of advertising, marketing, promotional,
sponsorship and endorsement opportunities created by the COVID-19 pandernic, our sales,
markel share, volume growth and overall financial results could be negatively affected.

e Our innovation activities, including our ability to introduce new products in certain markets,
have been delayed and/or adversely impacted by the COVID-19 pandemic. If such innovation
activities are disrapted and we continie to delay the launch of new products and/or we arc
unable to secure sufficient distnbution Jevels for such new products, our business and results of
operations could be adversely affected.

e  Some of owr suppliers, bollers/distributors and co-packers may experience plant closures,
production slowdowns and disruplions in operations as a result of the impact of the COVID-19
pandenic, This could result ina disruption Lo our operations.

o  We may experience delays in receiving certain raw materials as a result of shipping delays due
to, among ather things, addinonal safety requitements imposed by port authorities, closures of]
or congestion at ports, reduced availability of commercial (ransportation, border restrictions and
capaeily constraints,

o Due to increased demand i at home beverige consumptlion, aluminum cans remain in tight
supply, which could adversely impact or lmit our sales and/or results of operations.

= We rely on relationships with third parties for cloud data storage and other information
technology services for certain functions or for services in support of our operations. These
third parties are subjecl (o risks and uncertainties related (o the COVID-19 pandemic, which
may interfere with their ability to folfill their respective commitiments and responsibilities to us
in a timely manner and in accordance with the agreed-upon terms.

e Asa result of the COVID-19 pandermnic, including related governmental measures, restrictions,
dircetives and guidanee, we have required most of our office-hased employces to work
remotely. We may experience reductions in produclivity and disruptions lo our business
roulines while our remate work policy remains in place. I our employees working remolely do
not maintain appropriate measures to mitigate potential risks o our technology and operations
from information rechnology-related distuptions, we may face cybersecurity threats. Employcus
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of vur third-party service providers who are working remotely, with whom we may share data,
are subject to similar cybersecurity risks,
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= (jovernmental authorilies al the U.S. federal, state and/or mumcipal level and in certain foreign
Jurisdictions may inerease oF Impose new income taxes, indircel taxes or other axes or revise
interpretations of existing tax rules and regulations as a means of financing the cosis of stimulus
or may take other measures to protect populations and cconomics trom the impact of the
COVID-19 pandemic. Increases in direct and indirect tax rates eould alfect our net income. and
increases in consumer taxes could aftect our products” affordability and reduee our sales.

e We may be required to record significanl impairment charges with respect o goodwill or
inwangible assets whose (air values may be negatively allected by the elfecls of the COVID-19
pandemic,

® The continued financiz! impact of the COVID-19 pandemic may cause onc or more of the
financial institutions we do business with fo fail or defanlt mn their obligations to us or to
become insalvent or file for bankiuptcy, which could cause us to incur significant losses and
negatively impacl our resulls of operations and financial condition.

e Actions we have taken or may take, or decisions we have made or may miake, a5 4 consequence
of the COVID-19 pandemic may result in negative publicity and the Company becoming a
party to lingation claims and/or legal proceedings, which could consume significant financial
and managerial resources, resull in decreased demand tor our products and injury to our
reputation.

e The resumption of normal business operations afler (he disruptivns caused by (he COVID-19
pandemic may be delayed or constrained by the COVID-19 pandemic’s lingering effects on our
suppliers, bottlers/distributors, co-packers, contractors, business partners and/or other serviee
providers.

Any of the negalive impacts of the COVID-19 pandemic, including those described above, zlone or
n vombination with others, may have a material adverse effeet on our business, reputation, operating results
and/or {inancial condition, Any ol these negative tmpacls, alone or in combination with others, could
exacerbate many of the risk tactors discussed hercin, any of which could materially affect our business,
reputation, operating results and/or financial condition.

The Company and TCCC have extensive commerciel arrangements and, as a result, the Companys future
performance is substantially dependent on the success of its relationship with TCCC.

We have transitioned all third parties’ rights to distribote the Company’s products in the U.S. to
members of TCCC's distribution network, which largely consists of independent bottlers/distributors, Tn
addition, except for a handful of countries, TCCC is our preferred distribution partner globally, with
members of TCCC’s network diswibuting our products internationally, including in Africa, Asia, Canada,
Central and South America, Europe, Mexico and the Middle Fast. As we progress our inlerhalional
expansion, we expect TCCC's distribution network to continue as our preferred distribution partner globally.
As a result, we have reduced our distributor diversification and are now dependent on TCCC’s domestic and
international distribution platforms.

TCCC has o substantial equity mvestment in the Company. The Company, TCCC and certain
affiliates are parties to various agreements in which TCCC and certain affiliates have agreed, subjeet to
cerlain exceptions, not to compete in the energy drink category in cerlain territories prior to the termination
ol the applicable distribulion coordination agreement with TCCC. The Company’s distribution agreements
with TCCC distributors also provide, subject to cerain exceptions, that the applicable distributor will not
distribute competitive energy drink products.
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While we believe thal these agreements incenlivize TCCC Lo take steps W ensure thal our products
rcceive the appropriate atiention in the TCCC distribution systen:, disagreements as to the interpretation of
the pravisions in suel agreements have arisen and may arise in the fiure.  In addition, TCCC does nal
contral all members of its distribution sysiem, many of which are independent companies that make thew
own business decisions that may not always align with TCCC's interests.

Pravisions i owr organizational documents and control by insiders may prevent changes in confrol even if
sich changes would be beneficial 1o other stockholders,

Our organizational documents may limit changes in control, Furthermore, as of Febriary 19, 2021,
Mr. Sacks and Mr. Schlosberg together may be deemed 1o beneficially own and/or exercise voling control
over approximately 10%, of our outstanding commen stock. As of Febrary 19, 2021, TCCC owned
approximately 19% of our commen stock. TCCC has also nominated one director to the Compaity’s board
of directors. Consequently, Mr. Sacks, M, Schlosberg and TCCC could exercise significant control over
matiers submitted (0 a vote of our stockholders, including electing divectors, amending organizalional
dosuments and disapproving extraordinary transactions such as a lakeover allempl, even though such actions
may be [avorable to the other commmon stockholders.

I partieular, TCCC™y ownership could have ap effect om the Company’s ability (o engage m a
change in control transaction. TCCC is obligated for a period of time 1o vote all of its common shares of the
Company in excess of 20% of the outstanding comman shares in the same proportion as all common shares
nol owned by TCCC with respect o a proposal for a change of control. However, if TCCC were o oppuse
such a change-in-control (ransaction, a bidder would be required fo secure the support of holders of 62.5%
of the Company’s common shares not owned by TCCC (assuming that TCCC inereased its ownership to
20% of the Company’s common shares) to achieve & vote of a majority of the Company’s outstanding shares
for a change-in-control transaction. In addition, TCCC would have a bidding advantage if the Company’s
board of dircctors were to scek to sell the Company i the future because TCCC would not need to pay a
control premium on the shares it owns at such time. TCCC and the Company would also be permitted to
terminate TCCC’s distribution coordination agreements wilh the Company alter a change in control ol the
Company. In such event, TCCC would receive a lermination fee if TCCC (erminated the distribution
coordinalion agreements (ollowing a change in control of the Company involving certain TCCC
competitors, or if the Company terminated following a change in control of the Company involving any
third-party.

The interests of TCCC may be different from or confTict with the interests of the Company’s other
stockholders and, as a resull, TCCC’s influence may resull i the delay or prevenlion of potential aclions or
transactions. Moreover, TCCC’s ownership of a significant amount of the Company's outstanding common
shares could result in downward pressure on the trading price of the Company’s conmmon shares il TCCC
were to sell 4 large portion of its shares or as a result ol the perception that such a sale might oceur.

We rely on hotilers and other contract packers (o manufacture our products, If we are unable to maintain

zood relationships with our bottlers and contract packers and/for their ability to manufacture our products
becomes constramed or unavailable to ws, owr business cowld suffer.
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Owr agquisition of AFF in 2016 brought our primary flavor supplier in-house for the majority of our
Maonster Encrgy® brand chergy drinks, However, we also procure flavors from other independent (lavor
supplicrs. We do not operate our ewn manufacturing facilities for finished goods, but instead outsource
manufactuting ol our fimshed goods to bottlers and olher contraet packers. As a result, in the cvent of a
disruption and/or delay, we may be unable to procure altemabive packing famlities at conunercially
teasouible rates and/or within a reasonably short time penod. In addition, there are limited altemative
packing facilities m our domeste and internavonal nuokets with adeguate capacity and/or suitable
equipment for many ol our products. For example. i recent years, sales of our Java Manster® and Muscle
Monster® product limes were adversely impacted by production capacity constraints resulting {rom
production and maintenance issues with cenain of our co-packers. While this disraption in production did
not significantly affect our revenues, a lengthy disrupuon or delay m the production of any of our products
could signiticantly adversely atfect our revenues from such products, because alternative co-packing
facilities in the United States und abroad with adequate long-term capacity may not be available for such
products cither at commercially reasonable rates and/or costs and/or within a reasonably short time period, if
at all. Tn addition, recently there has been a consolidation of co-packers. Tf we are unable to maintain good
relationships with our largest co-packers, or it our costs of co-packing increase, our business, financial
condition and results of vperations could be adversely afTected.

We rely an botders and distibafors to distribute owr products. If we ave unable to maintain good
relationships with our existing hottlers and distributors and/or secure such botilers and distributors, o
business could suffer.

Many of our botUers/distributors are affiliated with and manufacture and/or distribute other
carbonated, non-carbonated and other beverage products (both alcoholic and non-alcoholic), In many cases,
such products compete directly with our products.

Unilateral decisions by bottlers/distributors, buying groups, convenience chaius, grocery chains,
mass merchandisers, specialty chain stores, club stores, e-commerce refailers, e-commerce websites and
other customers Lo discontinue carrying all or any ol our products that they are carrying at any lime, restrict
the range of our products they carry, impose restrictions or limitations on the sale of our products and/or
devole less tesowrees (o the sale of owr products could cause our business 1o sulfer, In addilion, possible
mading disputes between our botded/disiributors and their customers or buying groups may resuli in the
delisting of certain of the Company’s products, temporarily or otherwise. Bottler/distributor consolidation
may also have an unpact on our business.

The TCCC North American Roitlers, Coca-Cola Furopean Pariners, Coca-Cola Hellenic, Coca-Cold
FEMSA, Coca-Cola Amalil, Swire Coca-Cola (China), COFCO Coca-Cola, Coca-Cola Beverages Alrica
and Coca-Cola feecek are our primary domestic and international distributors of our products. As 4 result, if
we are unable to maintain good relationships with these distributors, or they do not effectively foeus on
marketing, promoting, selling and distributing oir products, sales of our products could be adversely
uffected. As TCCC markets Coca-Cola Energy i additional territories, we may encounter difficulties in
maintaining distributor attention, market share or position in the energy drink category in such territories,
and bolllers/distributors may reduce the number of our SKUs they carry or impose limitations on
distributing new product SKUs, which could adversely affeet our business and operating results,

A decision by our primary domestic and international distributors or any other large enstomer o
deerease the amount purchased from us or to cease carrying our products could have a material adverse
effect on our financial condition and consolidated resulls of operations.

The markeling efforts of oor distributors are important for our suceess, [ our brands prove (o be less

attractive to our existing bottlers and distributors, if we fail 1o attract additional bottlers and distributors,
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and/or our bottlers/distibutars do not market, pramote and distribute our products effectively, our business,
financial condition and results of operations could be adversely affected.

https://www.sec.gav/Archivesiedgar/data/865752/000110466921029943/mnst-20201231x 1 Dk.htm 46/219

MEC014657
Exhibit 66 Page 46 of 219 Opposer’s Notice of Reliance



TTAB Opposition No. 91248258
Monster Energy Company v. Monstro Coffee LLC

ar2sraomn hpsi/iwww, sec goviArchivesiedyaridala/B6578 2/0001 046592102984 3/mns- 2020123 1x 10k him

Table of Coutents

Disruption in diswibution channels and/or a dechine in sales due to the lermination and/or insolvency
of existing or new bolllers/distibulors may adversely alfect our business and operating results,

) (i all « e s from ener anfs, ond competitive pressire ) & enermy drimk
We derive virtually all of awr revenues from energy drinks, and competitive pressive i the energy drink
category could aaversely affect our business and operalmg resilis

Our tocus is in the energy drmk category, and our business 1s vulberable o ndverse changes
impacting the energy drink calegory and business, which could adversely impact our business and the
uding price of our comimon stock.

Virtually all of our sales are derived from our energy denks, inchiding vur Monster Energy® brand
energy drinks, our Reign Total Body Fuel® energy drinks and our Strategie Brands energy dnnks (meluding
owr affordable brand energy drinks, principally Predator®), Any decrease in the sales of our Monster
Energy® brand and other energy drinks could significantly adversely affect our fulure revenues and net
inconie. Historically, we have experienced substantial competition from new entvants in the energy drink
category as well as from the energy shot category. For a discussion ol such competition, see “Part [, Ttem |
— Business — Competition,”

The increasing number of competitive products and limited amount of shelf space, mcluding in
beverage coolers, in retail stores may adversely impact our ahility to gain ar maintain our share of sales in
the markelplace. In addition, certain actions of our competitors, including unsubstantiated and/or misleading
claims, false advertising claims and tortious interference in our business, us well us compelitors selling
misbranded products, could impact our sales. Compelitive pressures in the enerzy drink categovy could
unpact our revenues, cause price erosion and/or lower market share, any of which could have a material
wdverse effeet on our business and vesults of operations.

Criticism af our enevgy drink products and/or evilicism or a negative perception nf energy drinks generally,
could adversely affect us.

An unfavorable report on the health effects ol catfeine, other ingredients i energy drinks or energy
drinks generally, or criticism or negative publicity regarding the calfeine content and/or any other
ingredients in our products or energy drinks generally, including product safety concerns, could have an
adverse effect on our business, financial condition and results of operations, Articles eritical of the caffeine
content and/or other gredients in energy drinks and/or arlicles indicaling certain health risks ot energy
drinks have been published in teeent years. We believe the overall growth of the energy drink market in the
U.8. may have heen negatively impacted by the ongoing negative publicity and comments that continuc to
appear in the media questioning the safety of energy drinks, and suggesting mitations on their ingredients
(including caffeine), and/or the levels thercof, and/or imposing minimum age restrictions for consumers. In
carly 2018, certain retailers in the United Kingdom announced the introduction of voluntary retailer
measures to prevent the sale of energy drinks to individuals under the age of 16, Tf reports, studies or articles
critical of caffeine and/or energy drinks continue (o be published or are published i the future, or additional
voluntary measures are laken, they could adversely alfect the demand lor our products. Owr ability o satisfy
all criteria set forth in any model chergy drink guidelines, including, without limitation, those adopied by the
American Beverage Association, of which we are a member, and/or any international beverage associations
and the impact of onr failure to satisfy such guidelines on our business, financial condition and results of
operations.,

Increased competition in the heverage industry and changing retail landscape could hurt our business.
The beverage industry is highly competitive. The principal areas of’ compettion are pricing,
packaging, development of new products, [lavors, product positioning as well as promaotion and marketing

strategies, Our products compete with a wide range of dinks produced by u relatively large number off
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manufacnirers, some of which have substantially greater financial, marketing and distribution resources than
we do.
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hriportant tactors affecting our ability to compete successfully include the efficacy, taste and flavor
of our producis. (rade and consumer promotions, rapid and effective development of new and unigue culting
edge products, attractive and different packaging, branded product advertising and pricing. The success of
our sports markeling, social media and other general markceting endeavors may impact our business,
finaneial condition and results of operation. Our products compete with all liguid refreshments and in some
cases with products of mueh larger and substantially better financed competitars, includmg the products of
numerous nationally and intemationally known producers such as TCCC, PepsiCo, Red Bull GmbH and
KDP. We also compete with companies that are smaller or primarily hational or local in operations, Our
products dalso compele with private-label brands such as those camed by grocery slore chams. convenience
store chains and club stores.

The rapid growtli in sales through e-commerce retailers, e-commeree websites, maohile commerce
applications and subscripnon services, and closures of physical retail operations, particularly during, and
potentially following, the COVID-19 pandemic, may result in a shift away from physical retail operations to
digital chanyels and a reduction in impulse purchases. As we build our e-cammerce capabilities, we may not
be able to develop and maintain successful relationships with existing and new e-comumnerce retailers without
experiencing @ deterioration of pur relationships with key customers operating physical retail channels. I we
are unuble 1o prolitably expand our own e-commerce capabilities and/or i e~commerce vetailers tuke
significant market share away from traditional vetailers our business may be adversely affected, Further, the
ability of conswmers 1o compare prices on a real-time basis using digital technology puts additional pressure
on us o mamtam competitive prices. Sales in gas chains may also be affected by improvements in fuel
efficiency and increased consumer preferences for electric or alternative fiuel-powered vehicles, which may
resull in fewer Ivips by consumers (o gas stations and a corresponding reduction in purchases by consumers
in convenience pas retailers, I we are unable to suceessfully adapt to the rapidly changing retail landscape,
v share ol sales, volume growth and overall [inancial vesults could be negatively affected.

Due to competition in the beverage industry, there ¢an be no assurance thal we will not encounter
difficultics i mamtaming our current revenues, market share or position in the beverage industry, If pur
revenues decline. our business, financial condition and results of operations could be adversely affected.

Ohir inability 1o imnovate successfidly and to provide new cutting edge produciy could adversely affect our
husiness and finaneial results.

Our ability 1o compete in the highly competitive beverage industry and to achieve our business
growth objectives depends, in part, on our ability to develop new flavors, products and packaging, The
success of our innavation, in lum, depends on our ability lo identify consumer trends and cater Lo cansumer
preferences. 1f we are not suceesslul in our innovation activities, our business, financial condilion and
resulls ol operation could be adversely affected.

Changes in conswmer product and shopping preferences may reduce demand for some of our producis.

The bevernge indusiry is subject (o changing consumer preferences and shifls i consumer
preferences may adversely alfect us, There is increasing awareness of and concern [or héalih, wellness and
nuteition considerations, mcluding concerns regarding calorie intake associated with sugar-swectened
heverages and the perceived undesirability of arlificial ingredients. Some consumer advocacy groups and
others have expressed comeermns regarding certain ingredients i diet sodas, which are contained in certain of
our energy drinks. There are also changes in demand for different packages, sizes and configurations. This
may reduce demand for our beverages, which cauld reduce our revenues and adversely affect our results of
operations.
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Consumers are seeking greater variely in their beverages. Our future success will depend, in par,
upon our cobtinued ability o develop and jotreduce different and vmovative beverages that appeal Lo
cohsumers. In order 10 retain and expand our market share, we must continue 1o develop and introduce
different and mnovative beverages and be competitive in the areas of cfficacy, taste, quality and price,
although there can be no assurance of our amlity 1o do so. There is no assurance that consumers will
continue o purchase our products m the futwe. Product lifecyeles for some beverage brands, products
and/or packages muy be limited to i few years before conswners™ preferences change. The beverages we
currently market are in varying stages of their product lifecycles, and there can be no assurance that such
beverages will become or remain profitable for us. We may be unable to achieve volume growih through
product and packaging initiatives. We may also be unable to penetrate new markets. Additionally, as
shopping patterns ave being affected by the digital evolulion, with customers embracing shopping by way of
muobile device applications, e-commerce retailers and e-commerce websites or platforms, we may be unable
to address or anticipate changes o canswuner shopping preferences or engage with our eustomers on their
preferred platforms. If our revenues decline, our business, financial condition and results of operations could
be adversely affected.

Our continted expansion muside of the United Sttes exposes us o uncerviain conditions and other visks in
imternatioual markets.

We hive continued expanding our operations imternationally into a variety of new markets, Our net
sales to customers outside of the United States were approximalely 33%, 32% and 29% of consolidated net
sales for the years ended December 31, 2020, 2019 and 2018, vespectively. As our growth strategy includes
further expanding our international business, if we are unable w conlivue 0 expand distribution of our
products outside the United States, our growlh rate could be adversely affected, In many inlernational
markets, we have limited operating expetience and in some inlernational markets we have no operaling
experience. It is costly to establish, develop and maintain interational operations and develop and promote
our brands in international mwkets. Our percentage gross profit marging in many wlemational markets are
expected to be less than the comparable pereentage gross profit margins obtained in the United States. We
face and will continue to face substantial risks associated with having foreign operations, including
ecanomic and/or polieal instability m our miemational wmarkels; (ucluations in foreign currency exchange
rates; restrictions on or costs relatng to the repatriation of foreign prolils to the United States, including
possible taxes and/or withholding ubligations en any repatriations; and (ariffs and/or {rade restrictions.
These risks could have # significant impact on our ability to scll our products on a compelitive basis in
niternational markets and could have a material adverse effeet on owr business, financial condition and
results of operations. Also, our operations outside of the United States are subject 1o risks relating to
appropriate complianee with legal and regulatory requirements in local jurisdictions, potential difficulties in
staffing and managing local operations, higher product damages, particularly when products are shipped
long distances, potentially higher incidence of fraud and/or corruption, credit risk of local customers and
distributors and potentially adverse lax consequences,
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Tible of Conlents

If we ave nor able to pass on wereases in the costs of raw materials, ineluding aluminian cans and/or
ingredients and’or fuel andlor costs of co-packing, such mability conld harm owr business and resull in
higher cast base. Shortuges of vew materialy including alunminuam cans aud/or ingredients and/or fuel and/or
cosis of co-pucking could have a material adverse effect on our business and vesults of operations

The principal raw materials used by us are alupunum caos, sleek aluminum cans, aluminum cap
cans, aluminum cans with re-sealable ends. PET plastic bottles, caps, flavors, juice concentrates, glucose,
sugar, sucralose, milk, eream, proter, ecoffee, tea, cocoa, supplement ingredients and other packaging
malerials, the costs and availability of which are subject o fuctgations, For certain lavors purchased lrom
third-party suppliers and used in a limited number of our Monster Energy® brand energy drinks and/or our
Strategic Brands energy drinks, these third-party llavor suppliers own the proprietary rights o certain of
their flavor formulas. We do ot have possession of the list of such flavor ingredients or formulas used in the
production of certuin of vir producty und certam of our blended concentrates, end we may be unable o
obtain comparable flavors or concentrates from alternative suppliers on short notice. Our third-party flavor
suppliers generally do not make such flavars andior blended concentrates available to other third-party
customers. We have 1denlitied alternative suppliers for cerfain of the ingredients contamed in many of our
beverages. However, industry-wide shovtages of certain Aavors, fruits and {ruit juices, coffee, tea, cocoa,
dairy-based products, packaging malerials (including aluminum  cang) supplement ingredients und
sweeteners have been, and could trom time to time in the future be, encountered, which could interfere with
and/or delay preduction of certain of our products. In addition, certain of our co-packing arrangements allow
such co-packers to erease thewr fees based on certamn of their own cost increases, We are uncertaun whether
the prices of any of fhe above or any other vaw materials or ingredients, cerfaim of which have recently risen,
will conlinue to rise or nuy rise in the future. We are unsure whether we will be able to pass any of such
increases on Lo our customers. Although we generally do not use hedging agreements or alternative
instruments lo manage the risks associated with securing sulficient ingredients or raw materials, from time
o lime, we, fhrough our aluminum can supplicrs, ¢nler into purchasc agreements [or the purchase of
alumimum, as well as enter into purchase agreements for portions of our annual anticipated requirements for
certain of owr other raw materials such as glucose, sugar and sucralose. I 2018, the United States imposed
tartfTs on steel and alommum as well as on goods unported from Chma and certain other countries.

Additional tariffs imposed by the United States on a broader range of imports, or further trade measures
taken by China or other countries, could result in an increase in supply chain cosls.

Our fathwre to acewrately estintote demand for our products or maintom sufficient inventory levels could
adversely affect our business and financial vesulls.

We may not carrectly estimate demand for our existing products and/or new products. Our ahility to
estimate demand for our products is imprecise, particularly with regard 1o new products, and may be less
precise during periods of rapid growtl, including in new markets, IT we materially underestimate demand for
our products or are unable fo seeure sulticient ingredienrs or raw materials including, but not limited to,
aluminum cans, aluminum cap cans, sleck alummum cans, aluminmm cans with re-sealable ends, PET
plastic botcles, caps, labels, sucralose, flavors, supplement ingredients, juice concentrates, certain
sweeteners, coffee, rea, cocon, protein and packaging materials or experience difficulties with our co-
packing arrangements, including production shortages or guality 1ssues, we might not be able to sausfy
demand on a shott-term basis. Moveover, industry-wide shortages of certain juice concentrates, sipplement
ingtedients and swecleners have been and could, from time to time it the future, be expeticnced, resulling in
production {luctuations and/or product shortages. We generally do nof use hedging agreements or alternative
instruments to manage this risk. Such shortages could interfere with and/or delay production of certain of
our products and could have a material adverse effect on our business and financial results.
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1T we do not accurately anticipate the future demand fur a particular product or the time 1t will take
o ablain new inveatory, our inventory levels may be inadequate and our resulls of opcrations may be
negatively impacted. If we fail to meet our shipping schedules, we could damage our relationships with
distributors and/or retailers, increase our disinbution costs and/or cause sales opportunitics to be delayed or
lost. In order o be able to deliver our products on a timely basis. we need to maintain adeguate inventory
levels of the desived products. If the inventory of our products held by our distributors and/or retailers 18 o
bigh, they will not place orders for additional products, which could unfavorably impact our future sales and
adversely affect our operating results.

The vosty of packaging supplies are subject to price mereases from Hme fo time, und we may be unable o
pass all or some of such increased costs on to our customers.

Many of our packaging supply contracts allow our suppliers 1o alter the costs they charge us for
packaging supplies based on changes in the costs of the underlying commodities that are used to produce
those packaging supplies, such as aluminum for cans, PET plastic for botlles and pulp and paper lor carlons
and/or (rays, These changes in the prices we pay for our packaging supplics oceur al certain predetermined
fimes that vary by product and supplier. In some cases, we are able 1o fix (he prices of vertain packaging
supplies and/or commaodities for a reasonable period. In other cases, we hear the risk ot increases in the costs
of these packaging supplies, including the underlying costs of the commodities that comprise these
packaging supplies. We do not use derivative instruments Lo manage this nsk. If the costs of these packaging
supplies increase, we may be unable to pass these costs along to our customers through corresponding
adjustments (o the prices we chaige, which could have a material adverse etfect on our results of operations.

Global or regional catastrophic evenls could impaet our operations and affect owr ahility o grow our
blisiness.

Because of our increasingly global presence, our business could be affected by unstable political
condilions, civil unrest, prolests and demonstrations, large-scale lerrorist acts, especially those directed
apainst (he United Slales or other major industrialized coun(ries where owr products are disteibuted, the
outhreak or escalation of armed hostilitics, major natural disusters and extreme weather conditions, such as
hurmcanes, wildives, lornados, carthquakes or Toods, or widespread outhreaks ol inlectious discases (such
as the COVID-19 pandemic). Such catastrophic events could impact our operations and our supply chain,
inclnding the production and/or distribution of our products.  Materials and/or personnel may need to
mabilize to other locations. Our headquarters and a large part of our operations are located i California, a
state at greater risk of earthquakes and wildfires. Some of the raw inaterials we use, including certain sizes
ol cans, are available from limited suppliers, and a regional catastrophic event impacting such suppliers
could adversely impact our operations. In addition, such events could disrupl global or regional economic
activity, which could affect consumer purchasing power and consumers” ability 1o purchase our products,
thereby reducing demand for our products. I our operabions are distupted or we are unable (o grow our
business as a result of these factors, our growth rate could decline and our business, financial condition and
resulis ol operations could be adversely affected,

Climate change and natural disasters may affect o business,

There is concem that a gradual increase in global average temperatires due to increased earhon
dioxide and other greenhouse gases in the atmosphere could cause significant changes in weather patterns
around the globe and an merease it the frequency and severity of natural disasters. Changing weather
patterns could result in decreased apricultural productivity in certain regions, and/or outbreaks of diseases or
other health issues, which may limit availability and/or increase the cost of certain key ingredients, juice
concentrates, supplements and other ingredients used in our products and could impact the food security of
communities around the world. Tncreased frequency or duration of extremne weather conditions could also
impair production capabilities, distupt our supply chain and/or impact demand for our products,
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Natural disasters und extreme weather conditions, such as hurricanes, wildfives, eavthquakes ov
Toods, and oulbreaks of discases (such as the COVID-19 pandemic) or other health issues may allcet our
operations and the operation of our supply chain, impact the operations of our hottlers/distributors and
unfavorably impact our consumers” ability to purchase our products. The predicted cffects of climate ehange
may also resull in challenges regarding availability and quality of water, or less favorable pricing tor water,
which could adversely impact our business and results of opetations, In addition, pnblic expectations for
veductions 1 greenhouse gas emissions could result in mergased energy, transportation and raw material
costs, and may require us to make additional investments in facilities and equipment. Changes in applicable
laws, regulations, standirds or practices related to greenhouse gas emissions, packaging and waler scarcity,
as well as tmtiatives by advocacy groups in favor of cerfain climate change-related laws, regulations,
slandards or practices, may result in increased compliance costs, capital expenditines and other financial
oblizations, which could affeet our business, financial condition and results of operations,  Sales of our
products may #lso be influenced (o some extent by weather conditions n the markets in which we aperate.
We, our bottlers and our contract packers, use a number of key ingredients m the pranufactuee of our
beverage praducts that are derived from agricultural conmodities such as sugar, coffee. tea and cocoa
Increased demand tor tood products and decreased agricultural productivity in certain regions of the world
as a result of changing wealher patterns and other factors may limit the availability or increase the cost of
such agricultural commodities and could impact the food sccurity of communitics around the world.
Weather conditions may influence consumer demand for certain of our beverages, which conld have un
elfect on our operations, cither positively or negatively.

If we are not able 1o retain the full-time services of senior management, there mav he an adverse effect on
our aperations and/or owr operating performance until we find suitable replacements.

Our business is dependent, o a large extent, upon the services ol our semor managentent, We do not
maintuin key person life insurance on any members of our senior management. The logs of services of either
Rodney Sacks, Chairman and Co-Chief Executive Officer, Hilton Schlosbery, Viee Chairmun, and Co-Chiel
Exceunve Officer. or any other key members of our senior management conld adversely affeet our business
until suitable replacements can be found. There may be a limited number of personnel with the requisite
skills o serve in Lhese pogibions, and we may be unable o locate or employ such qualifed personmel on
acceplable teyms,
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Negative publicity (whether av not warranted) couwld damage owr brand image and corporale reputation,
and may cause our husiness to suffer

Our success depends an our ability to build and maintain the brand image for our existing products,
new products and brand extensions and maintain our corporate reputation. There can be no assnrance that
our advertising, marketing and promational programs and our commitment to product safety and quality,
human rights and environmental sustainability will have the desired impact on our products’ brand image
and on consumer preferences and demand. Claims regavding product safety, quality and/oer ingredient
conlent issues, ellicacy or lack thereol (real or imagined), our culture and our workforce, our covironmental
impact and the sustainability of our operations, or allegalions of product contaminalion, even if false or
unfounded, could ramish the image ol our brands and may cause consumers to choose other products,
Consumer demand for ow products could diminish significantly if we, our employees, bottlers/distributors,
suppliers or business partners fail o preserve the gquality of our praducts, act or are perceived Lo act in an
unethical, illegal, discriminatory, unequal or socially irresponsible manner, including with respect to the
sourcing, content or sale of our products, service and treatment of our customers, or the use of customer
data. Furthermore. our brand image or perceived product quality could be adversely alfected by litigation,
unfavorable reports in the media (internet or elsewhere), studies in general and regulatory or other
govermnmienlal inquiries (in each case whether involving our products or those of our competitors) and
propused or new Jegislation atfecting our industry. Negative postings or comments on social media or
networking websites about the Company or any one of our brands, eveu if inaccurate or malicious, could
generate adverse publicity that could damage the reputation of owr brands or the Company. Business
incidents, whether isolated or recurving and whether originating from us, our bottlers/distributors, suppliers
or business partners, thal erode consumer brusl can significantly reduce brand valye or potentially rigger
boycous of our products and can have a negative impact on consumer demand for our products as well ay
our repululion and (inancial results, The tmpact of such incidents may be exacerbated if they receive
considerable publicity, including rapidly through social ov digital media (including lor malicious reasons) or
resullin litigation.

In addition, from time to time, there are public policy endeavors that are either directly related to our
products and packaging or o our business. These public policy debales can occasionally be (he subject of
backlash Irom advocacy groups thal have a differing point of view and could result in adverse media and
consumer reaction, including product boycotts, Similarly, our sponsorship relationships could subject us to
negative publicity as a resull of aetual or alleged misconduet by individuals or entitics associated with
organizations we sponsor or support. Likewise, cimpaigns by activists connecting us, or our supply chain,
with human and workplace nghts, environmental or animal rights issues coold adversely mmpact our
corporate image and reputation. We have made a number of commitments to respect human rights, including
the policies and initiatives described in our California Transparency in Supply Chains Act & United
Kingdom Modem Slavery Act stalement. Allegations, even il unirue, (hal we are not respecling the human
vights found in the United Nations Universal Declaration of Human Rights; actual or perceived failure by
our suppliers or other business partners to comply with applicable labor and workplace nghis laws,
includimg child labor laws, or their actaal or perecived abuse or misuse of migrant workers; adverse
publicity surronunding obesity and health concerns related to our products, water usage, our environmenntal
impact and the sustainability of our operations, labor relations, our culture and owr workforce or the like
could negatively affect our Company’s overall reputation and brand image, which in tum could have a
negative impact on our produclts” acceptance by consumers.
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Government Regulation and Litigation Risks

Chunges in govermment regulation, or fuilure (o comply with éxisting regulations, vould ddversely dffect our
business, financial condition und results of apevations.

Tegislation has been proposed and or adopted at the U.S. federal, state and/or municipal level and
proposed and/or adopled n certam foreign jurisdictions (o restrict (he sale of energy drinks (including,
prohibiting the sale of cnergy drinks al cerlain establishments or pursuant to cerlain governmenlal
programs), lumil the content of calTeine and other ingredients in beverages, require certain product labeling
disclosures and/or warnings, impose excise taxes, limit produel size or impose age restrictions for the sale of
energy drinks. For a discussion of certain of such legislation, see “Part I, Item | — Business — Government
Regulation.” Furthermore, additional legislation may be introduced in the United States and other countries
at the federal, state, local, muwmcipal and supranational level w respect of cach of the foregoing subject
argas. For instance, on January 1, 2020, a reform to a Mexican excise tax went into effect that expanded the
definition of an “*energy drink” subject Lo this tax lo include products with any amount of caffeine (the prior
version of the tax reguived a threshold of 20 milligrams of calleine per 100 millimeters for the wx Lo be
applicable) and “taurine or glucuronolactone or thiamine and/or any other substance that produces similar
stimulating effects.” Public health officials and health advocates are increasingly tocused on the public
health consequences associated with obesity, especially as it affects children, and are seeking legislative
change to reduce the consumption of sweetened beverapes. There also has been increased focus on caffeme
conlent in beverages, and we are seeing some attention to other ingredients in energy drinks. To the extent
any such legislation is enacted in one or more jurisdictions where a significant amount of our products are
sold, individually or in (he aggregate, il could resull in a veduction in demand for, or availability of, our
cnergy drinks, and adversely atfect our business, financial condition and results of operations.

The production, distribution and sale i the United States of many of our products are also currently
subject to various federal and state regulations, including, but not limited to: the FD&C Act; the
Occupational Safety and Health Act; various etvironmental statutes; data privacy laws; California
Proposilion 65; and varous other lederal, state and local statules and regulalions applicable Lo the
production, transporiation, sale, safety, advertising, labeling, packaging and ingredients of snch products.

Outside the United States, the production, distribution and sale of many of our products are also
subject to numerous statutes and regulations,

It a regulatory autharity finds that a curenl or future product, ils label, or a production run is not in
compliance with any of these regulations, we may be fined, or the products in question may have to be
recalled, removed lrom the market, reformulated and/or have the packaging changed, which could adversely
affect our husiness, financial condition and results of operations.

We cannot predict the effect of possible inguiries from and/or actions by attorneys general, other
government agencies and/or guasi-govermment agencies into the production, advertising, marketing,
promation, labeling, ingredients, usage and/or sale of our energy drink products.

We are subject to the risks of investigations and/or enforcement actions by state attorneys genetal
and/or other government and/or quasi-governmental agencies relating to the advertising, marketing,
promotion, ingredients, usage and/or sale of our energy drinks, and we are a party, from time to time, to
various government and regulatory inguiries and/or proceedings. Defending these proceedings can result in
significanl ongoing expenditures and the diversion of our management's Ume and allention from the
operation of our business, which could have a pegative effect on our business operations.
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In addition, from time to time, government and/or quasi-govermmental agencies may investigate the
safety of calfeine and other ingredients in energy drinks. 1T au inquiry by o state altorney general or other
government or quasi-government agency [inds that our products and/or the advertising, marketing,
promotion, ingredients, usage and/or sale of such products are not in compliance with applicable laws ov
regulations, we may become subject to fines, product relonmulations, container changes, changes m the
usage or sale of ouwr energy drink products and/or changes in our advertising, marketing and promotion
practices. each of which could huve an adverse effect on our busimess. financial condition or results of
aperations.

Litigution regarding our products, and reluted unfivorable media aitention, could expose us to signjficdnt
hahilitiex and reduce demand for our products, thus negatively affecting owr financial results.

We have been and are a party, from time to time, to various hugation claims and legal proceedings,
including, but not limited to, intellectual property, fraud, unfair business practices, false advertising, product
liability, breach of contract claims, claims from prior distribulers, labor and employment mallers, personal
injury matters, consumer class actions, securities actions and shareholder derivative actions,

Other lawsuts have been filed aguinst vs claiming that certamn statements made m our
advertisements and/or on the labels of our products were false and/or misleading or otherwise not in
compliance with food standards ander local law, and/or that our products are not sale. Putative class action
lawsuits have also been filed against certain of our competitors asserting that cevain claims in their
advertisements amount to false advertising. We do vot believe any stalements made by us in our
promotional materials or set forth on our product labels are false or misleading or noncompliant with local
law, or that our products arc in any way unsafe and we vigorously defend such lawsuits.

Any af the foregoing matters or other litigation, the threat thereof, or unfavorable media attention
arising from pending or threatened product-related litigation could consume significant financial and
managerial resources and result in decreased demand for our products, significant monetary awards against
us, an injunclion barring the sale of any of ow products and injury lo our reputalion. Our failure to
successfully defend or seutle any litigation or legal proceedings could result in liabilities that, o the extent
not covered by our insurance, could have a malenial adverse eflfeel on vur [nuncial condition, revenue and
profitability, and conld canse the market value of our common stock to decline.

If we encounter material praduct vecalls, our business may suffer material losses and such recalls could
dumage owr brand image and corporale reputation, also potentially resulting in material losses.

We may be required [rom time to time to recall products entirely or from specific co-packers,
markets, retailers o batches if snch products become contaminated, damaged, mislabeled, defective or
otherwise materially non-comphiant with applicable regulatory requirements, A material product recall
could adversely affect our profitability and ouwr brand image and corporate reputation. We do not mamtain
recall insurance,
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Intellectual Property, Information Technology and Data Privacy Risks

Our intellectual properiv vights are critical to our suceess, and the loss of such vights could materially
adversely affect o business

We own numerous trademarks that are very important to our business. We also own the copytight in,
and Lo, a porton of the content on the packaging of our products, We regard our trademarks, copyrights and
similar intellectoal property as critical (o our success and attempt to protect such intellectual property
through registration and enforcement actions. However, there can be no assurance [hal other parties will nol
infringe or misappropriate our irademarks, copyrights and similar proprietary rights. The Company currently
has several proceedings ongomg with VPX to adjudicate claims, including elaims for false advertising and
mademarle infringement and trade dress infringement, brought by the Company against VPX and by VPX
against the Company. Certamn proceedings could result in an injunction baming us from selling certain of
our products and/or require changes to be made to our cwrrent trade dress, [f we lose some or all of our
mtellectual property rights, or an injunction prevents us from selling any of our products, our business may
be materially adversely alleeted, We also have been, and may in the [ulure be, unable o use our Irademarks,
trade names or designs and/or trade dress in certain countries, which may impact sales of the affected brands
and require inereased expenditures, which could have an adverse effect on our business. tinancial condition
of results of operations,

We must continually mamiain, protect and/or upgrade ouwr information lechnology systems, including
profecting us fiom miternal and external evbersecurity threals.

Information weehnology enables us tw operate etficiently, interface with customers, maiatain
finaneral acewracy and ¢fficiency and aceurately produce our financial statements. 1f we do not appropriately
allocate and effectively manage the resources necessary to build and sustain the proper technology
infrastructure, we could be subject to transaction errors, processing inefficiencies, the loss of customers,
business disruptions, and/or the loss of and/or damage to intellectual property through securily breaches,
including internal and external cybersecurity threats. Cybersecurily allacks are evolving and include, but are
nol limited (o, mulicious soltware (malware, ransomware and viruses), phishing and social engineering,
atlempts 1o gain unauthorized access 1o networks, compulter systems and data, malicious or negligent actions
of employees (ineluding misuse of information they are entitled to access) and other fovms of elecironic
security breaches that could lead 1o disraptions in business systems, an inahility to process customer orders
and/or lost customer orders, unauthorized release of confidential or otherwise proteeted information and
corruption of dala.

We rely on relationships with third parties, including suppliers, distributors, bottlers, contract
packers, confractors, cloud data storage and other information technology service providers and other
external business partners, for certam functions or for services i support of our operations, These third-
party service providers and partners, with whom we may share data, are subject to sumilar risks as we are
relating to cybersecurity, privacy violations, business interruption, and systems, as well as employee
failures. While we have procedures in place for selecting and managing our relationships with thivd-party
service providers and other business partners, we do not have control over thicir business operations or
governance and compliance systems, practices and procedures, which increases our [inancial, legal,
reputational and operational risk. These third parties may experience cybersccurity mcidents that may
involve data we share with them oy rely on them to provide to us, and the need to coordinate with such third-
parties, iicluding with respect to tiruely notification and access to personnel and information concerning an
incident, may complicale our efforts o resolve any issues that arise.

We believe that we have adopted appropriale measwres including ongoing cybersecurity risk
assessiients to mitigate potential risks to our technology and our operations from these information
technology-relaled disruplions, Mowever, given the unpredictabilily of ihe timing, nature and scope ol such
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disruptions, we could potentally be subject to operational inteription, damage to our brand hnage and
private data cxposure
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Moteover, if our data management systems, including our SAP enterprise resource planming system.
do nat cffectively colleel, store, process and report relevant data for the operation of our business (whether
due to equipment malfunclion of constraints, software deficiencies, cybersecurity aftack and/or human
error), our ability 1o effecuvely plan, forceast and exeeute our business plan and comply with applicable
faws and regulations will be wpaired, perhaps materially Any such impairment conld waterially and
adversely affect our finaneial condivon, results of operations, cash flows and the timeliness with which we
report our interpal and extenal operating results,

If we fail to comply with data privacy and personal daie protection laws, we could be subject 1o adverse
publicity, government enforcement acitons and/or private litigation, which may negatively mpact our
husiness and operating results

We receive, process, transmit and store information relating to certain identified or identifiable
individuals (“personal data™), including current and former emplovees, in the ordinary course of business,
As a resull, we are subject to various U S. federal and state and foreign laws and regulations relating lo
personal data. These laws are subject o change, and new personal data legislation may be enacted in other
jurisdictions at any time. In the Fwopean Union, the General Data Protection Regulation ("GDPR™) became
effective in May 2018 for all member states. The GDPR includes operational requirements for companies
receiving or processing personal data of residents of the Buropean Union ditferent from those that were
previously in place and also includes significant penalties for noncompliunce. Additionally, the California
Consumer Privacy Act of 2018 (“CCPA™), which was enacted in June 2018 and came into effect on January
1, 2020, provides a new private right of action and staiutory damages for certain data breaches and imposes
operational requirenients on companies thal process personal data of California residents, ihcluding making
new disclosures Lo consumers aboul data collection, processing and sharing practices and allowing
consumers to opl out of certain data sharing with third parties.

Changes introduced by the GDPR and the CCPA, as well as other changes to existing personal data
protection laws and the introduction of such laws in other jurisdictions, subject the Company to, among
other things, additional costs and expenses and may require costly changes Lo our business praclices and
security systems, policies, procedures and practices. There can be no assurances that our security controls
over personal data, laining ol petsonnel on dala privacy and data security, vendor managemenl processes,
and the policies, procedures and practices we implement will prevent the improper processing or breaches of
personal data. Data breaches or improper processing, or breaches of personal data in violation of the GDPR,
the CCPA and/or of other personal data protection or privacy laws and regulations, could harm our
reputation, cause loss of consumer confidence, subject us to government enforcement actions (including
fines), ot result in private litigation agaimst us, which may result in potential loss of revenue, increased costs,
liability for monelary damages or lines and/or crimmal prosecubion, Lthereby negatively unpacting our
business and operating resulls,

Financial Risks
Fluctuations in ;i effective tax rate could adversely affect our financial condition and results of apevations,

We are subject to income and other taxes in both the U.S. and certain foreign jurisdictions,
Therefore, we are subjecl 1o audits for multiple lax years in various jurisdictions at once,

We are in various stages of exammation with certiun states and certain foreign jurisdictions
including the Umted Kingdom and Treland. Ouy 2017 through 2019 U.S. federal income tax refums are
subject to examination by the IRS. Our slate incame tax retumns are subject (o examination for the 2016
dirough 2019 1ax years,
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At auy given time. cvents may oceor which change our expectation abour how any such tax audits
will be resolved and thus, there could be significant variability i our quarterly and/or annual tax rates,
beeause these events may change our plans for uncertain tax positions.
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Tuble of Conlents

Changes in U.S. tax laws as a result of any legislation proposed by the new U.S. Presidential
Administration or U.S. Congress, which may inelude cfTorts o change or repeal the 2017 Tax Cuts and Jobs
Act and the federal corporate income tax rate reduction, could adversely affect our provision for income
taxes, resulting in an adverse impact on our financial conditon or results of operations. Tn addition, changes
in the manner in which ULS. mmltinational corporations are taxed on foreign carnings, incliding changes in
how existing tax laws are mterpreted or enforeed. could adversely affect owr finapcial condition or results of
operations. For example, the Organization for Economie Cooperation and Development ("OECD™) has
recommended changes to numerous long-standing international tax principles through its base erosion and
profit shifting (“BEPS”) project. These changes, (o the extent adopted, may merease tax uneertamly, result
in higher compliance costs and adversely allect our provision [or income taxes, resulis ol operations and/or
cash flow. In connection with the OECD’s BEPS project, compamies are required (o disclose maore
information to tax authorities on operations around the world, which may lead (o greater audit serutiny of
profits eartied in varions couniries. Economic and political pressures to increase tax revenues in jurisdictions
in which we operate, or the adoption of new or reformed tax legislation or regulation, may make resolving
tax disputes more difficult and the final resolution of tax audits and any related litigation could differ from
our historical provisions and accruals, resulting in an adverse impact on our financial condition or results of
operations,

We may be requitred i the futire to recond o significent charge 1o earmings if ow- goodwill or intangible
assety become impaired.

Under United States Generally Accepted Accounting Prineiples (“GAAPY), we are required to
review owr intangible assets for impairment when evenls or changes in circumstlances indicate the currying
vitlue may not be recoverable, Factors that may be considered a change in circumstances indicating that the
carrying value of our intangible assets may not be recoverable include, declining or slower than anticipated
growth rates for certain of our existing products, a decline in stock price and market capitalization, and
slower growth rates in our tdustry.

We may be required in the [ulure Lo record a signilicanl charge (o earnings during Lhe period in
which we determine that our intangible assets have been impaired. Any such charge would adversely impact
our resulls of operations. As of December 31, 2020, our goodwill 1otaled approximately $1.33 billion and
other intungible assets totaled approximately S1.06 billion.

Fluctuations in joreign currency exchange rates may adversely affect nwe operating resulfs.

We are cxposed to forcign currency exchange rate risk with respeet to our sales, expenses, profils,
assets and liabilitics denominated in currencies other than the U.S. dollar, We may enter into forward
currency exchange contracts with financial institutions 1o create an ceonomic hedge to speeifically manage a
portion of the foreign exchange risk exposure associnted with certain consolidated subsidiaries” non-
functional currency denominated assets and liabilities. We have not used instruments to hedge against all
foreign currency risks and are therefore not protected against all foreign cwrrency fluctuations. As a result,
our feported earhings may be affected by changes in foreign currency exchange rates, Moreover, any
favorable impacts to profit margins or financial results from fluctualions in foreign currency exchange rafes
are likely to be unsustainable over lime, Foreign currency Lransaction losses were $11.2 million, $4.1 million
and $4.0 million for the years ended December 31, 2020, 2019 and 2018, respectively.

Potentinl changes in accounting stapdards or praciices and/or taxation may adversely affect our financial
results.

We cannot predict the impact that future changes in accounting standards or praclices tay have on
our financial resulls. New accounting stahdards could be issued that change the way we record revenues,
expenses, assets and liabilities. These changes in accounting standards could adversely atfect our reported
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carnings. Increases in direct and indirect income tax rates could affeet after-tax income. Equally, increases w1
mdireet taxes (including environmental taxces pertaming to the disposal of beverage containers and/or
mdirect taxes on beverages generally or enevgy drinks in particular) could affect our products” affordability
and reduce our sales.
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I we fail 10 mamitain effective discloswe controls and procedures and internal conlrol over finoncial
reporting on o consolidated basis, our stock price and investor confidence in the Company could be
materially and adversely dffected.

We are reguired o maintain both disclosure controls and procedures as well as intermal control over
financinl reporting that are cffective for the purposes described n *Part 11, Ttem YA — Controls and
Pracedures.” 1f we fail to maintain such controls and procedures, our business, results of operations,
financial condivon and/or the value of our stock could be matenally harmed.

Uneertainty in the financial markets and other adverse chunges in geneval econonne or political conditions
in anty uf the mafor cowttries in which we do business could adversely affect onr indistry, business and
resilts of pperalions.

Global economic uncertmnties, inctuding foreign currency exchange rates, aifecl businesses such as
ours in a number of ways, making it difTicult to accurately forecast and plan our future business activities.
There can be no assuwrance that economie improvements will oceur, or that they would be sustainable, or that
they would enhance conditivns in markets relevant to us, In addition, we cannot prediet the duration and
severity of distaptions in any of our mmarkets or the impact they may have on our customers or business, us
our expansion vulside of the Umted States has inereased our exposure to any developments or erises in
African, Asian, Furopean and other international markets, Unfavorable economic conditions and financial
uncertainties n our major international markets and unstable political conditions, including civil unrest and
govermmenlal chunges, in certain of our other international markels could undermine glohal consumer
confidence and reduce consumers” purchasing power, thereby reducing demand for our products. Included
in the foregoing are long-lerm uncertuntics surrounding the Umled Kingdom's withdrawal from the
Evropean Union on January 31, 2020 (commonly referred to as “Brexit”) and any resulting increases in
tariffs, importation restrietions, out of stocks, volatility in currency exchange rates, including the valuation
of the curo and the British pound m particular, changes in the laws and regulations applied mn the United
Kingdom or impacts on economic and market conditions in the Uimted Kingdom, the European Union and
ils member slates and elsewhere.

Defandt by o fathoe of one or morve of our counterparty financial instinutions could cause us to ineyr
stgmificanr losses

As part of any hedging activities that we may conduct, we may enter into wansactions imvolving
derivative financial mstruments, including forward contracts, commaodity futres contracts, option contracts,
collars and swaps, with various financial institutions. We also have significant amounts of cash, cash
cquivalents and other investiments on deposit or in accounts with banks or other financial institutions both in
the United Stares and abroad, exposing us to risk of default by or failure of such counterparty financial
nstitutions, This risk of counterparty default or failure is greater during periods of economic downmrn or
uncertwnty 1 financial markets. If one of our counterparties became insolvent or tiled for bankruptey, our
ability to recover losses incurred due to the default or to refrieve assets deposited or held in accounts with
such counterparty may be limited by the counterparty’s liquidity or applicable laws governing insolvency
and bankruptey proceedings. Default by or failure of one or more of our counterparties could cause us to
incur significant losses and negatively impict our results of operations and financial condition.
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Valatility of stock price may vestrict sale opportunities.

Our stock price 18 alfected by a number of factors, including stockholder expectations, linancial
results, the introduction of new products by us and our competitors, general economic and market
conditions, cstimates and projections by the mvestment community and public comments by other partics as
well as many other factors meluding litigaton, many of which are beyond our control. We do vot provide
euidance on our future performance, meluding, but not limited to, our revenues, marging, product mix,
operating expenses or net income. We may be unable to achieve analysts’ net revenue andior eamings
forecasts, which arc based on thewr own projected revenues, sales volumes and sales mix ol many product
types and/or new products, certain of which are more profitable than others, as well as their own estimates
of gross margin and operating expenses, There can be no assurance that we will achieve any such projecied
levels or mix of product sales, revenues, gross margins, operating profits and/or net income. As a resuli, our
stock price 15 subject to sigmificant volatility, and stockholders may not be able to sell our stock at atwactive
prices. Tn addition. periods of volatility in the market price of our stock could result in the initiatfon of
securities class action litigation against us. During the fiscal year ended December 3 [, 2020, the high of our
stock price was $91.68 and the low was $50.06.

Qu investments are subject o visks which may cause losses and affect the liguidity of these mvestinents

Al December 31, 2020, we had 51,18 billion in cash and cash equivalents and $925.6 million in
short-term and lung-term investments, including certificates of deposit, commercial paper, 115, government
agency securities, U.S. (reasuries, and (o a lesser extent, municipal securilies. Cettain of these investments
are subject to general credit, liquidity, market and interest rate risks, These risks associated with our
investment portlfolio may have an adverse effect on our future results of operarions, liquidity and finineial
condition.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.
ITEM 2. PROPERTIES

Our principal properties include our corporate headquarters as well as oonr Scuthern Calilomia
warehouse and distribution center.

Our owned corporate facilities located in Corona, California, consist of (i) an approximately
141,000 square-foot, free-standing, six-story building (ENERGY STAR certified), (1) an approximately
147,625 square-foot three-story parking structure and storage facility, which houses owr approximately
14,000 square-foot yuality control laboratory, (iii) an approximately 75.426 square foot, fiee-standing, three-
story building (pursuing ENERGY STAR certification), (1v) an approximately 20,661 square-fool, free-
standing, single-story building and (v) an approximately 49,617 squarc-lool, [rec-standing, two-siory
building.

Our owned Southern California warchouse and distribution eenter 18 located in Rialto, Califoniia,
consisting of an approximately 1,000,000 square-foot building which is LEED certified.

During 2020, we purchased a three-story office building located in Uxbridge, Uniled Kingdom.
During 2019, we acquived a manufacturing plant and adjoining land in Athy, County Kildare.

Ireland. We intend to vulize the facility to produce and supply ingredients for certuin of our international
markets,
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Table “ontents

Muring 2019, we purchased approximalely 7.66 acves of land in San Fernando, California. We are
in the process ol constructing a new production facility 1 order (o consolidate AFF's operations into a single
location.

In addition, we lease many simaller office and/or warchouse spaces, both domestically and i certain
mternational locations,

ITEM 3. LEGAL PROCEEDINGS

From time to time iy the nonmal course of business, the Company is named in litigaton, ineluding
labor and employment matters, personal injry matters. consumier class actions, intellectual property matters
and claims from prior distributors.  Although it is not possible to predict the ultimate outcome of such
litigation, baged on the facts known to the Company, management believes that such litigation i aggregate
will likely not have a material adverse effect on the Company's financial posilion or resulis of operations.

On September 18, 2020, a derivative complaint was tiled on purported behalf of the Company in the
United States District Conrt for the Central District of California. The action is siyled Falat v Sacks, ef al.,
8:20-cv-01782, and asserts clums against certain officers, vurrent and former directors, and employees of
the Company, including Rodney C. Sacks, Hilton TT. Schlosberg, Guy P. Carling, Thomas 1. Kelly, Emelie C.
Tivre, Mark 1. Hall, Kathleen F. Ciaramello, Gary P Fayard, Jeanne P, Jackson, Steven G. Pizula, Benjamin
M. Polk, Sydney Selati and Mark 5. Vidergauz (collectively, the “Tndividual Defendants™). The Company is
named as a nominal defendant,

The derivative complamit alleges, among other things, that the Individaal Defendants breached their
fiduciary dutiey to the Compuny by allowing others to cause, or themselves causing, the Comnpany to hide
discrimination and failing to ensure suflicient diversity, including by permitting conduct to occur that was
inconsistent with statements made in the Company’s policies and disclosures, and failing to ensure the
Company's compliance with laws regarding diversity and anti-discrinination. The complaint also asserts
claims for abuse of control, umjust enrichiment and violation of Section 14(a) of the Securities Exchange Act
of 1934, as wmended (the “Exchange Act™). The complainl seeks from (he Individual Defendants an
unspecified amount of damages, restitution, punitive damages and costs to be paid to the Company, and
secks to require the Company 1o adopt corporate govermance reforms, and other equitable relief,

On January 15, 2021, the Company filed a motion Lo dismiss the action because the plaintiff failed
to make a demand on the Company as required by Federal Rule of Civil Procedure 23,1 ot to show that
demand would have been futile. The Individual Defendants also filed a motion to dismiss the complaint (or
failure 1o state & claim against the Individual Defendants, among other reasans, Those molions are scheduled
for hearing n the 2021 second quarter. While the Company continues 1o evaluate these elaims, management
believes that such htigation will likely not have a material adverse cffect on the Company’s financial
position or results of pperations.

The Company evaluates, on a quarterly basis, developments in legal proceedings and other matters
that could cause an increase or decrease in the amount of the liability that is acerued, il any, and any related
insurance reimbursements. As of December 31, 2020, the Company’s consolidated balance sheet included
accrued loss contingencics of approximately $18.4 million

TTEM 4. MINE SAFETY DISCLOSURES

Nol applicable.
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PARTII
ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED

STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES
Principal Market

The Company’s common stock tades on the Nasdag Global Select Market under the symbol,
“MNST”,  As of February 19, 2021, thore were 528,137,036 shares of the Company’s common stock
outstanding held by approximately 188 bolders of record, The holders of record do not include those
stockholders whose shares are held of record by banlks, brokers and other financial institutions,

Stock Price and Dividend Information

We have not paid cash dividends to vur stockholders since our inception and do nol anticipate
paying cash dividends in the foreseeable future,

On February 26, 2019, the Company’s Board of Dirvectors suthorized a shave repurchase program for
the purchase of up (o $300.0 million of the Company’s oulstanding common stock (the “lebruary 2019
Repurchase Plan™). During the year ended December 31, 2020, the Company purchased 0.6 million shares
of common stock al an average purchase price ol $58,16 per share, Lor a ol amount of $36.6 million
(excluding broker commissions), which exhausted the availability under the February 2019 Repurchuse
Plan. Such shares are inchuded in common stock i treasury 1 the accompinying consolidated halance sheet
at December 31, 2020,

On November 6, 2019, the Company’s Board of Directors authorized a new share repurchase
program for (he purchase of up to $500.0 million of the Company’s outstanding common stock (lhe
“November 2019 Repuichase Plan™). During the year ended December 31, 2020, the Company purchased
5.1 million shares of comman stock ar an average purchase price of $34.86 per share, for a tatal amount of
S499 9 million (excluding broker commissions), which exhausted the availability under the November 2019
Repurchase Plan. Such shares are included in common stock i treasury n the accompanying consolidated
balance sheet at December 31, 2020.

On March 13, 2020, the Company’s Board of Directors authorized a new share repurchase program
for the purchase of up to 8$500.0 million ol the Company’s outstanding common stock (the “March 2020
Repurehase Plan”). During the year ended December 31, 2020, the Company purchased 1.0 million shares
of common stock at an average purchase price of $55.85 per share, for a total amount of $58.5 million
(excluding broker commissions), under the March 2020 Repurchase Plan. Such shares are included mn
commaon stock in (reasury in the accompanying consolidated balance sheet al December 31, 2020. As of
March 1, 2021, $441.5 million remained available for repurchase under the March 2020 Repurchase Plan.

During the year ended December 31, 2020, 0.02 million shares of common stock were purchased
from employees in lieu of cash payments for options exercised or withholding taxes due for a total amount
of $1.0 million. While such purchases are considered common stock repurchases, they are not counted as
purchases against the Company’s authorized share repurchase programs. Such shares are included in
common stock it treasury in the accompanying consolidated balance sheel al December 31, 2020.

No shares were repurchased during the quarter ended December 31, 2020,
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Performance Graph

The following graph shows a tive-year comparison of cumulative total rewurns:’

COMPARISON Of CUMULATIVE FIVE YEAR TOTAL RETURN

$250

—+— Monwer Beverage Corporation
—=— 5&P 500 Index
==t--- Peer Group

50 T T T T
12315 1#31/16 12NA7 1#NNs 123119 12320

PAnnual renun assumes retavesiient of dividends, Cumulative total refurn assumes an initial mvestmeny of S100 on December 31, 2005, The
Company's self-selected peer geoup s compeised of TCCE, D Pepper Snapple Group, Tee, (theough July 9, 200 8), Kewg T Deppes T Gatter luly
10, 2018y, National Beveruge Corporation, Jones Soda Company and TepsiCe, Tnc.
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ITEM 6. SELFCTED FINANCIAL DATA

The consolidated statements ol operations data set lorth below with respect to each of the fiscal
years ended December 31, 2018 throvgh 2020 and the balance sheet data as of December 31, 2020 and
2019, are derived from our audited consolidated financial statements meluded herein, and should be vead n
conjunction with those financial statements and notes thereto, and with Management's Discussion and
Analysis of Financial Condition and Results of Operations included as Part 1T, Ttem 7 of this Annual Report
on Form 10-IC. The consolidated statements of operations data for the fiscal years ended December 31, 2017
and 2016 and the balance sheet data as of December 31, 2018, 2017 and 2016 are derived from the
Company’s audited consolidated financial statements nol included herein.

(in thousands, except per share information) 2020 019 2018 2017 2016
Net sales! S45U5,658  § 4,200,810 5 3 R0T I8 § 33560045 § 3,049,395
Giross prohit! S2,713.880 S LSI8ANS 52295375 K 21370690 S 1,942,000
Giross profil us o perceitoge to nel siles 59.2% hi) 0% (0.3% 63.5% 03.7%
Operating ingome!-2 S 1,633,153 $)402,939 5 1283619 5 1,198787 8§ 1,085338
Net income! 2 S1.409594 8 1,107,835 8§ 993,004 S B20.67R S 712685
Net income per common shure;
Basic 5 266 % 24 % e S 145 § 1.21
Diluted s 264 8 203 & 7 8§ A2 8
Cash, cash equivalents g investmens 2106058 8% 1343925 F 958163 5 1,203921 & 600,530
Total assets S6202716  §5,130,352 54526891 54,790,012 S 4,15347)
Slockholders' equity SE160,860  $4,071,280  §3,610001 53,895212 § 3,329,700

" Inclighes $42.7 miltion, $46.2 nillion, $44.3 willion, 5434 million and $40.3 million Jor the voary ended December 31, 2020, 2019, 2018,
2007 and 2016, respeciively, rebred 1o the recognition of deferred ravenie

*Ieluedes 30,2 meillion, $1L.3 wallion, S20.6 million, S350 million and 5798 willion for the vears ended Decenber 31, 2020, 2009, 2018, 2017
and 20016, respectively, related 1o ependitures attetbinmbie to the oogts asxenated with ferniinating existing distrilnons,
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

The following Manugement's Discussion and Analysts of Financial Condition and Results of
Opervations (“MD&A™) is provided as a supplement (o~ and should be reid in conjubction with — our
financial statements and the accompanying notes (“Notes™) wcluded in Part 11, Item 8 of this Form 10-K.
This discussion contains forward-laoking stateinents that are hased on management’s current expectations,
estimates and projections about our business and operatious. Our actal results may differ waterially from
those curmently anticipated and expressed in such forward-looking staternents. See “Forward-Looking
Statements” and “Part I, Ttem 1A = Risk Factors.”

This overview provides our perspective on the individual scelions of MD&A. MD&A includes the
following sections:

o The COVID-19 Pandemic — a discussion of the impact of the COVID-19 pandemic on our
business employees and operations;

& Oyr Business — a general desenipion of our business, the value drivers of our business, and
opportunities and risks facing our Company, stock repurchases, acquisitions and divestitures;

o Results of Operaiions — an analysis ol owr consolidated results of operations for the three years
presented 1n our financial statements;

& Sales — details of owr sales measured on a quarterly basis in both dollars and cases;

e nflation — information about the impact that inflation may or may not have on our results;

e Liguidity and Capital Resources — an analysis of our casti flows, sources and uses of cash and
contractual obligations;

e Aecounting Policies and Pronouncements — a discussion of accounting policies that require
critical judgmenls and estimates including newly issued accounting pronouncements;

o Forward-Looking Statements — cautionary mlormation about forward-looking statements and a
deseription of ecrtain risks and uncertainties that eould cause our actual vesults to differ
materially from the Company’s listorical results or our carrent expectations or projections; and

e  Muarkel Risks -~ information about market nsks and risk management. (See “Forward-Looking
Statements™ and “Part 11, Tiem 7A - Qualitative and Quantitative Disclosures About Market
Risks™).

The COVID — 19 Pandemic

The current COVID-19 pandemic has presented a substantial public health and economic challenge
around the world and is alfecting our employees. communities and business operations, as well as the global
economy and financial markels. The human and economic consequences of the COVID-19 pandemic as
well as the measures taken o that may be taken in the fulure by governments, and consequently businesses
(including the Company and its suppliers, full service beverage bottlers/disteibutors (“bottlers/distributors™),
co-packers and other service providers) and the public at large (o limil the COVID-19 pandemic, has directly
and indirectly impacted our business. The duration and severity of this impact will depend on future
develupments that are highly uncertain and cannot be accurately predicted, including new information that
may emerge concerning the COVID-19 paudemic, the actions taken to limit its spread and the economic
impict on local, regional. national and intemational markets. See “Part T, Ttem 1A - Risk Factors.”

We have been actively addressing the COVID-19 pandemic with a global task force team working
to mitigate the potential impacts to our people and business,
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Health and Safely uf o Eniployvees

Fram the beginning of the COVID-12 pandemic. our top priority has been the health, safety and
well-being of our employees. Early in March 2020, we implemented global vavel restrictions and waork-
from-home policics for cmployecs who are able to work remaotely. For those employees who are unable 1o
work remotely, safety precantions have been instituted, which were developed and adopted w line with
guidance {rom public health authoritics and professional consultants. Currently, certam of our offices have
partially reopened m the U.S. and in certain countries, and generally. our field sales teams are working with
our bottler/distributors and retailers subject lo certain safely protocals. During the COVID-19 pandemic, we
have taken a number of steps to support our employees, including increasing employee eommunications,
including topics such as mental health and family wellare; ereating wellness hotlines and enhancing
employee assistance programs; and conducting employee surveys (o evaluate employee morale, We ase
incredibly proud of the teamwork exhibited by our employees, co-packers and battlers/distributors around
the world who are ensurimg the integrity of our supply cham.

Customer Demand

Despite the ongoing impact of the COVID-19 pandemie, we schieved record fourth quarter net
sales. While the performance in Europe, Middle East and Africa ("EMEA™) was solid in the fimnth quarter,
IMTZA remained adversely affected by the COVID-19 pandemic.

Since mid-March 2020, we have seen a shift in consumer channel preferences and packape
configuralions, including an increase in at-home consumplion and a decrease in [ood service on-premise
consumption, Our sales in the 2020 second quarter were initially adversely affected as a result of a decrease
m fool waffic in the convenience and gas channel (which is our largest channel) but improved sequentially
from the latter half of the 2020 second quarter and throughout the 2020 third and fourth quarters, Our e-
commerce, club store, mass merchandiser and grocery and related business continued (o increase in 2020,
while vur food service on-premise business, which is a small channel for the Company, remained
challenged. The duration of (hese wends and the magniude of such impacls on fulure periods cannol be
precisely cstimated al this (ime, as they are afteeied by a number of factors (many of which we outside our
control).

We have recently seen a resurgence of the COVID-19 pandemic in the Northern Hemisphere while
cases in the Southern Hemisphere continue to increase. As a result, a number of countries. particularly in
EMEA. have reinstituted lockdowns and other restrictions, which could further impact customer demand.

A reduction in demand for pur products or changes in consumer purchasing and conswnption
patterns, as well as continued economic uncertainty as a result of the COVID-19 pandemic, could adversely
afteet the financial conditions of retailers and consumers, resulting in teduced or canceled orders for owr
praducts, purchase returns and closmgs of retail or wholesale establishments or other locations in which our
products are sold.

O Distribution and Supply Cham

As of the date of this filing, we do not foresee a material impact on the ability of vir co-packers to
manufactive and our bottlers/distributors to distribute our products as a result of the COVID-19 pandemic.
We are continually addressing the increase in our aluminum can requirements given our volume growth and
the current supply conslraints in the aluminum can industry. Overall, we are nol experiencing significant raw
muaterial or linished product shortages and our supply chain remains intact. Depending on the duration of
any COVID-19 pandemic related issues, we may experience material disruptions in our supply chain as the
pandemic contimies.
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As of the date of this filing, we expect v maintain substantial liquidity as we manage through the
curtent enviromment as described in the “Liquidity and Capital Resources™ section below,

Our Business
Overview

We develop, market, sell and distribute energy drink beverages and concentrates tor energy deink
beverages, pnmarily under the following brand names:

*  Monster Loergy® s NOS®

»  Monster Energy Ultra® e Full Throtle®
s Monster Rehabt® s  Bun®

»  Maonstet MAXXm e  Mother®

®  Juva Monster® e Nalu®

s Muscle Monster® s Ulba Encrgy®
®  [spresso Monster® ®  Play® and Power Play® (stylized)
®  Punch Monsler® e Relenlless®

e Juice Monster® e BPM®

= Monster Hydro'® Energy Watet * BU®

*  Monster Hydro® Super Sport o Gladiator®

e Monster HydroSport Super Fuel ®  Samurai®

s Maonster Super Fuell * Lwvet®

s  Monster Dragon Teal® ®  Predator®

e Reign Total Body Fuel® e Fury®

o Reign Infemo® Thermogenic Fuel

Our net sales of §4.60 billion for the year ended December 31, 2020 represented record annual net
sales. Net sales {or the year ended December 31, 2020 were negatively impacted by $15.2 million related 1o
product returns from our customners as a result of a Enropean formulation issue with a hmited number of
products in Europe and a labeling issue concerning one product in Japan (the “Product Returns™). Net
changes i foreign currency exchange rates had an unfavorable impact on net sales of approximately $48.2
miillion for the year ended December 31, 2020,

T'he vast majority of our net sales are derived from our Monster Encrgy® Drinks scgment. Net sales
of our Monster Energy® Drinks segment were 54.31 billion for the year ended December 31, 2020, Net
sales of our Strategic Brands segment were $266.4 million for the vear ended December 31, 2020, Our
Monster Energy® Drinks segment represented 93.6% and 92.9% of our net sales for the years ended
December 31, 2020 and 2019, respeclively. Our Siralegic Brands segment represented 5,8% and 6.3% of our
et sales for the years ended December 31, 2020 and 2019, respectively, Our Other segment represented
(0.6% und 0.5% ol our nel sales [or the years ended December 31, 2020 and 2019, respectively. Net siles for
the Monsler Energy® Drinks segment for the year ended December 31, 2020 were negatively impacted by
5$15.2 million related to the Product Returns,

Net changes in foreign currency exchange rates had an unfavorable impact on net sales in the
Maounster Energy® Drinks segment of approximately $44.0 million for the year ended December 31, 2020.
Net changes in foreign currency exchange rates had an unfavorable impact on net sales in (he Strategic
Brands segment of approximately £4.2 million for the year ended December 31, 2020.
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Our growth strategy mcludes expanding owr inlemationsl busmess, Nel sales lo customers oulside
the United States amounied to $1.51 billion, $1,33 billion and $1.09 billion for the years ended December
31, 2020, 2019 and 2018, respectively. Such sales were approximately 33%, 32% and 29% of net sales for
the years cnded Deeember 31, 2020, 2019 and 2018, respeenively. Net sales 1o customers outside the United
States for the year ended Decermber 31, 2020 were negatively nnpacted by $15.2 million related to the
Product Retumns.

Our customers are primarily full service beverage botllers/disiributors, retail grocery and specially
chains, wholesalers, club stores, mass wmerchandisers, convenience chains, lbodservice customers, valie
stores, e-commeree retailers and the military. Percentages of our gross billings to our various customer types
tor the years ended December 31, 2020, 2019 and 2018 are rellected below. Such information includes sales
made by us directly to the customer types concerned, which include our full service beverage
bottlers/distributors in the United States. Such full service heverage bottiers/distiburors in wen sell eerfain
of our products to some of the same customer types listed below. We limit our description of our customer
types to include only our sales to our full service botters/distributors without reference to such
botlers/distributors” sales (o their own customers.

2020 2019 2018

.S, full serviee botllersidistributors 56% 58% 61%
International full service bottlers/distributors 34%, 33% 31%
Club stores and e-commerce retailers Bl T %
Retail grocery, duect convemenee, spectalty chamns und

wholesalers 1% 1% 1%
Direct value stores and other 1% 1% 1%

Qur customers include Coca-Cola Canada Boltling Limited, Coca-Cola Consolidated, Inc., Coca-
Cola Bottling Company United, Tne., Reyes Coea-Cola Bottling, LLC, Great Lakes Coca-Cola Distribution,
LLC, Coca-Cola Southwest Beverages LLC, The Coea-Cola Botling Company of Northern New England,
Ine., Swire Pacific Holdings, Ine. (USA), Liberty Coca-Cola Beverages, LLC, Coca-Cala European
Partners, Coca-Cola Hellenie, Coca-Cola FEMSA, Coca-Cola Amatil, Swire Coca-Cola (China), COFCO
(Coca-Cola, Coca-(Cola Beverages Africa. Coca-Cola Tq.cctk and certain other TCCC network bottlers, Asahi
Soft Drinks, Co.. Ltd,, Wal-Mart, Tnc. (including Sam’s Club). Costco Whaolesale Corporation and
Amazon.com, Tne. A decision by any lirge customer (o decrease amounts purchased from us or to cease
carrying our products could have a materal adverse effect on our financial condition and consolidated
resulls ol operations,

Coca-Cola Cunsoludated, Tne, accounted tor approximately 12%, 13% and 13% ol our net sales for
the years ended December 31, 2020, 2019 and 2018, respectively.

Reyes Coca-Cola Botlling, LLC accounted for approximately 11%, 11% and 12% of our net sales
(or the years ended December 31, 2020, 2019 and 2018, vespectively.

Coca-Cola Ewropean Partners accounted for approximately 10% of our net sales for the years ended
Diecember 31, 2020, 2019 and 2018,

We continue to incur expenditures in connection with the development and introduction of new
products and Mavors,

Value Drivers of our Business
We believe thal the key value drivers of our business inelude the following:

o nternational Growth — The introduction, development and sustained profitability of our
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Monster Energy® brand internationally remains a key value driver for our corporate growth.
One or more of our products are distcibuied in approxumately (54 countrics and temitorics
worldwide.
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o [Mofitable Growth - We believe “funcvonal™ value-added beverage brands supported by
marketing and novalion and targeled Lo a diverse consumer base, drive profitable growth. We
continue to broaden our family of products to provide more alternatives o consumers and
launched Reign Total Body Fuel® high performance encrgy drinks w the first quarter of 2019,
We are focused on increasing the profit margins {or both our Monster Energy® Drinks segment
and our Strategic Brands segment, and believe thal tailored branding, packaging, prneing and
distribution channel strategies help achieve profitable growth. We are implementing these
strategies with a view to continuing profitable growth,

o  Cost Manugement - The principal focus ol cost management will continue 1o be on reducing
input procurement and production costs on @ per-case basis, including raw material costs and
co-packing fees, as well as reducing freight costs by securihg additional co-pucking facilities
strutegically localized. Another key area of foeus 1s to deerease promotional allowances, selling
and general and administrative costs, including sponsorships, sampling, promotional and
marketing expenses, as a percentage of net sales.

o Efficient Capital Structure — Our capital structure is designed to opltimize oy working capital in
order to finance expansion, both domestically and internationally. We belicve that with our
strong capital position, our ability to raise funds, if necessary, at a relauvely low effective cost
of horrowings, provides a compentive advantage. The reduction of days owtstanding Tor
accounts receivable and inventory days on hand will remain an area of focns, ’

We believe that, subject to increases in the cosls of certain raw materials being contained, these
value drivers, when implemented and/or achieved in the United States and internationally, will result in:
(1) improving or maintaining our produet gross profit margins; (2) providing additional leverage over time
through reduced expenses as a percentage of net operating revenues; and (3) enhancing our cost of capital.
The ultimate measure of success is and will be reflected in our current and fulure results of operations.

Net sales, gross profit, operaling income, net income and nel income per share represent key
measurements of the above value drivers. These measwrements will continue Lo be a key management [oeus
in 2021 and beyond (Sce “Purt 11, Item 7 — Results of Operations — Resulls ol Opevations (or the Year Ended
December 31, 2020, Compared to the Year Ended December 31, 2019™).

Az of December 31, 2020, the Company had working capital of §2.39 billion compared to $1.66
billian as ol December 31, 2019. The increase in working capital was primarily the result of the §1.41
billion of net income camed during the year ended December 31, 2020. For the year ended December 31,
2020, our nct cash provided by operating activitics was approximately $1.36 billion as compared to S1.11
billion for the year ended December 31, 2019, Principal uses of ecash Hows in 2020, were purchascs of
investinents, repurchase of our commaon stock, development of our Monster Energy® brand internationally
and acquisitions of real property, property aid equipment. These principal uses of cash flows are expected (o
be and remain our principal recurring use of cash and working capilal funds in the future (See “Part 11, Ttem
7 - Liquidity and Capital Resources”).

Opportunities, Challenges und Risks

Looking forward, our management has identified certain challenges and risks for the beverage
industry and the Company, including owr significant commercial relationship with TCCC and TCCC’s status
as 4 significant stockholder of the Company, in each case as described above under “Part T, Ttem | A — Risk

Factors.”

In addition, legislation has been proposed and/or adopted at the U.S., state, county and/or municipal
level and proposed and/or adopted in certain foreign jurisdictions to restrict the sale of coergy drinks
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(imelnding prohibiting the sale of encrgy drinks at certain establishments or pursuant to cotain governmental
programs), lumil caffemne contenl, require
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certain product labeling disclosures and/or wamings, impose taxes, limil product sizes or impose age
restrictions for the sale of energy drinks. In addilion, articles critical of (he caffeine contenl in cnergy deinks
and their perceived benefits and articles indicating certain health risks of encrgy drinks have been published.
The proposal and/o adoption of such legislation and the publication of such artieles, or the future proposal
and/or adoption of similar legislation or publication of similar articles, may adversely affect our Company.
In addition, uncertainty and/or volatility m our domestic and/or owr intemational econonyic markets conld
nepatvely affect both the stability of our industry and onr Company. Furthennore, our growth sirategy
includes expanding our international business, which expases us to risks inherent in conducting international
operations, including (he risks associated with foreign currency exchange rale (luctpations. Consumer
discretionary spending also represents a challenge to the suceessful markeling and sale of our products
Tncreases in consumer and regulatory awareness of the health problems arising [rom obesity and inactive
lifestyles continue o vepresent a challenge. We recognize that obesity is a complex and serious pubhe health
prablem. Our commibnent to consnmers beging with owr broad product line and a wide selection of dier,
light and low calone beverages within our energy drink product lines. We continuously strive to mect
changing consumer needs through beverage innovation, choice and variely. (See “Part 1, Item 1A — Risk
Factors™).

Our historical success is allvibutable, in part, lo our introduction of dilferent und innovative
beverages which have beew positively accepted by consumers. Our fature success will depend, in part, upon
our continued ability to develop and introduce different and innovative beverages that meet cousumer
preferences. although there can be uo assurance of our abiity to do so. In order to retain and expand our
market share, we mnst continue to develop and mtroduce different and innovative beverages and be
competilive in the areas of price, quality, method of distribulion, brand image and intellectual property
protection. The beverage indusiry is subject Lo changing conswmer preferences thal may adversely alfect us
il we migjudge such preferences,

In addition, other key challenges and risks that could fmpact our Company’s fitture financial results
imelude. but are not limied to:

the continuation or worsening of the COVID-19 pandemic;

the risks associated with the realization of bencfits from our relationship with TCCC;

the impact of TCCC's bottlers/distributors distributing Coca-Cola brand energy drinks;

changes in consumer preferences and demand for our prodnets;

cconomic uncertamty in the Umted States, Europe and other countries in which we operare,

the risks associated with foreign currency exchange rate fluctoations;

maintenance of our brand imuage, product quality and corporate reputation;

mereasing concern over vanous environmenlal, human rights and health mallers, including

ohesily, caffeine consumplion and energy drinks generally, and changes in regulation and

consumer prelerences in response (o those concems;

e wofitable expansion and growth of our family of brands in the competitive market place (See
“Part I, ltem 1 — Business — Competition™ and “Pant 1, Item 1 - Business — Sales and
Marketing™);

s costs of establishing and promoting our brands internationally;

increases in costs of raw materials used by us;

® restriclions on imports and sources of supply, duties or 1ariffs, changes in relaled govermment
regulations and disruptions in the timely import or export of our products and/or ingredients
due 10 port sitikes and/or port congestion, delays due (o the COVID-19 pandemic, related labor
issnes or other importation impediments:

e protection uf our existing intellectual property portfolio of trademarks and copyrights and the
continuous pursuit to develop and protect new and mnovative trademarks and copyrights for
our expanding product lines;

e limitations on available quantities of aluminum cans in general, and in particular, in certain
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package configwrations such as the aluminum 24-ounce cap can and 550ml alumimum can
utilizing BRE rescalable lids;
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o limitations on co-packing availability, particularly for retort production as well for S30ml
products utilizing BRE rescalable lids;

» the long-term impact of Brexit on our business in Europe and the United Kingdom; and
the 1mpostion of additional regulation. ncluding regulation vestricting the sale of cnergy
drinks, hmiting cafleine content in beverages, requiring product labeling and/or wamings,
imposing excise taxes and/or sales taxes, and/or limiung product size and/or age restrictions.

See “Part I, Ttem 1A - Risk Factors” for addivonal mfommation aboul risks and uncertainties
[acing our Company.

We helieve that the {ollowing opportumtics exist for us:

e domestic and international growth potential of our products;

s growth potential of the energy drink category, both domestically and internationally;

e planned and lulure new product and product line introductions with the objective of increasing
sales and/or contributing Lo higher profitability:

e (he introduction ol new prckage tormats designed 1o generale strong revenue growth;

® packape, pricing and chimnel opportunitics to mercase profitable growth;

o cffecuve strategic posiioning Lo capitalize on industry growrh;

e broadening distribution/expansion opportunities m both domestic and international markets;

e launching and/or relaunching our products and new products into new domestic and

international markets and channels; and
e continued (ocus un reducing our cost base

40
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Results of Operations

The following table sets forth key staustics for the years ended December 31, 2020, 2019 and 2018,

respeetively.

(In thousands, excepl per shate amounts)

Nt sales!
Cost of sales
Gross profit®!

Gross profit as a percentage of ne sales

Operating expenses’
Operating expenses a8 a percentage of net sales

Operaling income!
Operating income as a perceniage of net sales

Other (expense) income, net

Income before provision for income taxes'-
Provigion for income taxes
Income taxes as a percentage of mcome betore

laxes

Net incomel?
Net income as a pereentage of net sales

Nelincome per common share:
Basic
Diluted

Case sales (in thousands) (in 192-ounce case
equivilents)

Pereentage Pereentage
Change Change

2020 018 2018 W0vs. 19 19vs, 18
$4.398.638  $4200.81Y  SIROT.183 9.5% 10,394
1,874,758  1,682.234  1.511.808 11.4% I1.3%
2723880 2518385 2,295,375 B.2% v

59,2% (0.0%; 60.1%

1,090,727 |.115646  1LO11.756 (2.2)% 10.3%%

23. 7% 20:0% 26.6%

1,633,153 1,402939 1,263,019 16.4% 9.3%

15.5%, 33.4% 313.7%

(6,990) 13,023 9.653 (1537 34.0%,
1,626,157 | 415962  1,293.272 14.8% 9.5%
216,563 308.127 300,268 (29.7)% 2.6%

123% 21.8% 23,2%

$1,409,594 $1,107.835 § 993004 27.2% 11.6%
a0.7% 20,4% 261 %

§ 266 % 204 S 1.78 30.3% 14.6%

$ 264 % 2,03 S 1,76 30.0% 15,294
504,821 448770 410,886 12.5% 9204

* Mneludes 5420 nuillion, $46.3 million and $44.4 aitllion for the years euded December 31, 3020, 2009 and 2008, rexpeetively, reloted (o the

recugmiton af deferred revenue

ey $0.2 qeillinn, $41.3 aillion apd $26.6 million for the vears endod Decombur 31, 2020 2009 and 2008, vespuetively, solatod to disteibupr

TErNnaion Costs.

*Crrosy prufis may ot he comparable ta thar of orhr entitles stice gome entitis inclnde all vosts associated with teir disibitnon process m cost af’
salex, whednss others exelude cortodn cous and instéad fochide sich conts within another e tm such ox pperating expenses. W include oot b
Jreteht and warehonse costs i uperating expenses rather Qi in cost of suler

Results of Operations for the Year Ended December 31, 2020 Compared to the Year Ended December 31,

2019.
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Net Sales. Net sales were 54,60 hillion for the year ended December 31, 2020, an increase of
approzunately $397.8 million, or 9.5% higher than net sales of $4.20 billion for the year ended December
31, 2019, The COVID-19 pandemic had an adverse impaer on net sales for the year ended December 31,
2020, Net sales [or the year ended December 31, 2020 were negalively impacled by §15.2 million related (o
the Producl Returns, Net changes in foreign currency exchange rales had an unlavorable impact on nel sales
ol approximaiely $48.2 million for the year ended December 31, 2020,

S0
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Net sales for the Monster Energyd Nrinks segment were $4.31 billion for the year ended December
i1, 2020, an increase ol approximately $401.2 million, or 10.3% higher than net sales of $3.90 hillion {or
thic year ended December 31, 2019, Net sales Tor (the Monster Energy® Drinks segment increased primarily
due 1o increased worldwide sales by volume of our Monster Energy® brand cnergy drinks and increased
siales by volume far our Reign Totl Body Foel® high perlormance energy drinks, both as a vesult of
mercised consumer demand. The COVID-19 pandemic had an adverse impact on net sales of the Monster
Energy® Droks segment for (he vest ended December 31, 2020, Net sales for the Muonster Encrey® Drinks
segment for the year ended December 31, 2020 were negatively impacted by $15.2 million related ta the
Product Returns, Net changes m foreign curtency exchange rates had an uufavorable impact on net sales lor
the Monster Energy® Drinks segment of approximalely $44.0 million for the year ended December 31,
2020.

Net sules for the Strategic Brands segment were $5266.4 million for the year ended December 31,
2020 a deerease of approximately $8.6 million, or 3.1% lower than net sales of $274.9 mullion for the year
ended December 31, 2019. The COVID-19 pandemic had a material adverse impact on net sales of the
Strategic Brands segmenl Tor the year ended December 31, 2020, The impact of the COVID-19 pandemic
was more pronounced in the Strategic Brand segment, particularly in EMEA, as our largest revenue
generating couniries lor (his segment experienced extended Jockdowns, Nel changes in (oreign currency
excliange rutes had an unfavorable impact on net sales for the Strategic Brands scgment of approxnnately
S4.2 million for the year ended December 31, 2020,

Net sales for the Other segment were 527.0 million for the year ended December 31, 2020, an
increase ol approximately $5.2 million, or 23.7% higher than net sales of $21 9 million for the yeat ended
December 31, 2009,

Case sales, in 192-ounce case equivalents, were 504.8 million cases for the year ended December
31, 2020, an mereasc of approxunately 56.1 million cases or 12.5% higher than case sales of 448.8 milhon
cases for the year ended December 31, 2019, The overall average net sales per case (excluding net sales of
AFT Third-Party Produets of $27.0 million and $21.2 million for the years ended December 31, 2020 and
2019, respectively, as these sales do not have unit case equivalents) decreased o $9.06 for the year ended
December 31, 2020, which was 2.8% lower than the average net sales per case of $9.31 Tor the year ended
December 31, 2019,

Gross Praofit. Gross profit was §2.72 billion for the year ended December 31, 2020, an increase of
approximately 52053 million, ar 8.2% higher than the gross profit of $2.52 billion for the year ended
December 31, 2019, The ncrease in gross profit dollars was primarily (he resull of the $401.2 million
inerease in nel sales of our Monster Energy® Drinks segment {or the year ended December 31, 2020.

Giross profit as a percentage of net sales decreased to 59.2% for the year ended December 31, 2020
from 60.0% for the year ended December 31, 2019, The decrease in gross profit as a percentage of net sales
for the year ended December 31, 2020 was primarily the vesult of the impact of the Product Returns,
associated inventory provisions and other related costs as well as geographical sales mix. Gross profit as a
pefcentage uf net sales (exchuding the Product Returns, associated inventory provisions and other related
costs) was 59.6% for the year ended December 37, 2020,

Operating Expenses. Total operating expenses were $1.09 billion for the year ended December 31,
2020, a decrease of approximately $24.9 million, or 2.2% lower than total vperutmy expenses of S1.12
billion for the year ended December 31, 2019. The decrease in operating expenses was primarily due to
decreased expenditures of §46.7 million for sponsarship and endorsements, decreased expenditures of §27.7
million lor travel and entertainment, each largely as a consequence of the COVID-19 pandemic, decreased
expenditures of §14.7 million for legal setlements and decreased expenditures of $11,1 million related to
the cosls associaled with distibulor lenninations, The costs for cerlain posiponed or rescheduled evenls
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have been, or may be, deferred to future periods. Due to the uncertainty surrounding the COVID-19
pandemic, we arc unable to cstimate in what future periods, if any, such deferred sponsorship and
endorsement costs will be recognized. Provision for legal settlements for the year ended December 31, 2020
was lower by $14.7 million than in (he comparable 2019 period. The decrease in operaling expenses was
partially olisel by mereased payroll expenses of $43.1 million (of
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which $6.9 million was related to an increase m stock-based compensation), ncreased expenditures of §25.3
millian for social media and digital markefing, and inereased out-bound freight and warchouse costs of
S21.7 million,

Operating Income.  Operating income was §1.63 billion for the year ended December 31, 2020, an
increase of approximately $230.2 million, or 16.4% higher than operating income of §1.40 hillion for the
year ended December 31, 2019, Operating icome as 4 percentage of net sales was 35.5% and 33.4% for the
years ended December 31, 2020 and December 31, 2019, respeclively. Operating income was $270.8 million
and §229.2 million for the years ended December 31, 2020 and 2019, respectively, in connection with our
operations in Europe, Middle East and Afvica (“"EMEA™), Asia Pacific and South America,

Operaling income for the Monster Evergy® Dninks segment, exelusive of corporate and upallocated
expenses, was 51,82 billion for the year ended December 31, 2020, an increase of approximately $254.4
million, or 16.2% higher than opetating income of $1.57 billion for the year ended December 31, 2019, The
increase in operaling income for the Monster Enerpy® Dnnks segment was primarily the result of the
5401.2 million increase in nel sales of owr Monster Energy® Drinks segmenl for the year ended December
31, 2020.

Operaling wmeome for the Straregie Brands sepment, exclusive of comporate and unallocated
expenses, was S155.0 million for the year ended December 31, 2020, a decrease of approximately $9.0
million, or 5.5% lower than operating income of S164. 1 million for the vear ended December 31, 2019

Operating income [or the Other segmenl, exclusive of corporate and unallocated expenses, was $5.9
million for the year ended December 31, 2020, an increase of approximately $2.3 million, or 62.3% higher
than operating income of $3.7 million for the year ended December 31, 2019,

Other (Expense) Income, net. Other non-operating (expense) income, net, was $(7.0) million for the
year ended December 31, 2020, as compared (o other non-operating (expense) income, net, ol §13.0 million
for the year ended December 31, 2019, Forcign currcney tritnsaction losses were $11.2 million and 54.1
million for the yeurs ended Decemnber 31, 2020 and 2019, respectively. Interest income was §8,1 million and
SL7.8 million for the years ended December 31, 2020 and 2019, respectively.

Provision for ncome Tuxes. Provision for income taxes was $216.6 million for the year ended
December 31, 2020, a decrease of $21.6 millian, or 29.7% lower than the provision for income taxes of
£308.1 million For the year ended December 31, 2019, The effective combined federal, state and foreign tax
rate decreased to 13.3% from 21.8% for the year ended December 31, 2020 and 2019, respectively. The
decrease in the effective lax rate was primarily altributable to a non-recurring tax benefit of approximately
§165.1 million due to an intra-entity transfer of intangible assets between certain of the Company’s foreign
subsidiarics which resulted i a step-up ol the 1ax-deductible basis in the transferred assets in a foreign
jurisdiction, and created a temporary difference between the tax basis and the book basis for such mtangible
mssets. The decrease in the effective tax rate was partially offset by the decrease in the equity compensation
deduction.

Net Tncome. Net income was £1.41 billion for the yvear ended December 31, 2020, an increase of
$301.8 million, or 27.2% higher than net income of §1.11 billiou for the year ended December 31, 2019, The
inerease 1 net income was primarily due to the $205.3 million increase in gross profit, the decrease in the
provision for income taxes of $91.6 million and the decrease in operating expenses of $24.9 million.

Results of Operations for the Year Ended December 31, 2019 Compared to the Year Ended December 31,
2018,

Net Sales. Net sales were 54.20 billion for the year ended December 31, 2019, an mcrease of
approximately S393.6 million, or 10.3% higher than net sales of $3,81 billion for the year ended December
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31, 2018, Net sales for the year ended December 31, 2019 were positively impacted by approximately
S101.9 million as a result of & price increase effective from November L, 2018 in the United States (“the
UL.S. Price Tnerease”) and effective from February |, 2019 in Canada (the
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“Canada Price Increase™), on certain of our Monster Energy® brand energy drinks. Net changes m foreign
currency exchange rates had an unfavorable inmipact on nct gales of approximately $69.2 million for the year
ended December 31, 2019,

Net sales for the Monster Energy® Drinks segment were $3.90 billion for the year ended December
31, 2019, an increase of approximately $405.6 million, or 11.6% higher than net siles of $3.50 Willion for
the year ended December 31, 2018. Net sules for the Monster Energy® Drinks segment increased primarily
due to (i) sales of vur Reign Total Body Fuel® high performance energy drinks, introduced i the first
guarter ol 2019, (i1) the price incrcases described above, and (ni) incveased worldwide sales by volume ol
our Manster Energy® brand energy drinks as a vesull of increased consumer demand. Net chanpes in forergn
currency exchange rates had an unfavorable impact on nei sales for the Maonster Encrgy® Diinks segment ol
approximately $59.6 million for the year ended December 31, 2019

Net sales for the Strategic Brands segment were $274.9 million for the vear ended December 31,
2019, a decrease of approximately $10.9 million, or 3.8% lower than net xales of 5285 8 million for the year
ended December 31, 2018, Net changes in loreign currency exchange rates had an unfavorable impact on
net sales for the Steategic Brands segment of approximarely $9.6 million for the year ended December 31,
2019,

Net sales for the Other segment were $21.9 million for the year ended December 31, 2019, a
decrease of approximately §1.1 million, or 4.6% lower than vet sales of $22.9 million for the year ended
December 31, 2018,

Case sales, in 192-ounce case equivalents, were 448.8 million cases for the yvear ended December
31, 2019, an increase of approximately 37.9 million cases or 9.2% higher thun case sales of 410.9 million
cases for the year ended Decermnber 31, 2018, The overall average net gales per case (excluding net sales of
AFF Third-Party Products of $21.9 million and $22.9 million lor the years ended December 31, 2019 and
2018, respectively, as these sales do not have unil case equivalents) increased to $9.31 for the year ended
December 31, 2019, which was 1.1% higher than the average nel sales pey case of $9.21 for the year ended
December 31, 2018, The increase in the average ncl sales per casc was primarily altributable to a price
merease effective from November 1, 2018 in the United Stales and cffechive (rom February 1, 2019 in
("anada, on certain of our Monster Energy® brand energy drinks,

Gross Prafit, Gross profit was §2.52 billion for the year ended December 31, 2019, an increase of
approximately $223.2 million, or 9.7% higher than the gross profit of $2.30 billion Tor the year ended
December 31, 2018. The increase in gross profit dollars was primarily fhe result of the $405.6 million
increase in net sales of our Monster Energy® Drinks segment [or the year ended December 31, 2019,

Giross profit as a percentage of et sales decreased to 60.0% for the year ended December 31, 2019
from 60.3% for the year cnded December 31, 2018, The decrease for the year ended December 31, 2019 was
primarily the result of geographical and product sales mix. Such decrease was partially offset by the sales
price increases discussed above.

Operating Fxpenses. Total aperating expenses were §1.12 hillion for the year ended December 31,
2019, an increase of approximately $103.9 million, or 10.3% higher than total operating expenses of $1.01
billion for the year ended December 31, 2018, The increase m operating expenses was primarily due to
increased payroll expenses of $36.0 million (of which $6.2 million was relaled Lo an increase in stock-based
compensation), increased expenditures of $25.1 million for professional service lees, including legal and
accounting costs, increased expenditures of $13.4 million for sponserships and endorsements, and increased
expenditures of $19.1 million in other marketing expenses, The increase i operating expenses was partially
offset by decreased expenditures of $15.4 million related to the costs associated with distributor
terminations. Operating expenses for the year ended December 31, 2019 included a §15.5 million provision
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in connection with an intellectual property clamm brought by the descendants of Hubert Hansen in relation to
the Company’s use of the Hubert Hansen name prior to the transaction with TCCC, that closed in 2015,
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Cperating neame. Operating income was $1.40 billion for the year ended December 31, 2019, an
mercase of approximaiely $119.3 nulhon, or 9.3% higher than operating income of $1.28 billion for the year
chided December 31, 2018, Operating income as a percentage of nel sales was 33.4% and 33.7% for the
yeirs ended December 31, 2019 and December 31, 2018, respectively, Operating income was $229.2 million
and STR0.8 nullion for the years ended December 31, 2019 and 2018, respectively, in connection with our
operations i Eurape, Middle East and Africa ("EMEA™), Asia Pacilic and Sauth America.

Operating mcome for the Monster Energy® Drninks segment, exclusive of corporate and unallocated
expenses, was $1.37 billion for the year ended December 31, 2019, an increase of approximately $195.0
million, or 14.2% Ligher than operating income of $1.37 billion for the year ended December 31, 2018, The
merease in operating income for the Monster Energy® Drinks segment was primanily the resull of the
S405.6 million inerease in net sales of our Monster Energy® Drinks segment for the year ended December
31, 20149,

Operaling income for the Sirategic Brands segment, exclusive of corporate and unallocated
expenses, was $164,1 million lor the year ended December 31, 2019, a decrease ol approximaltely $12.5
million, or 7.1% lower than operaling ingome of S176,5 million for the year ended December 31, 2018,

Operatmg meome for the Other segment, exclusive of corporate and unallocated expenses; wus $3.7
million for the year ended December 31, 2019, a decrease of approximately $1.7 million, or 31.9% lower
than operating mcome of $5.4 nmilion for the year ended December 31, 201 8.

Other Income, net.  Other non-operating income, nel, was $13.0 million for the year ended
December 31, 2019, as compared to other non-operating income, net, of $9.7 million for (he year ended
December 31, 2018, Forvign currency transsction losses were $4.1 million and $4.0 million for the years
ended December 31, 2010 and 2018, respectively. Interest income was $17.8 million and $13.8 million for
the years ended December 31, 2019 and 2018, respectively.

Provision for lneome Taxex. Provision for incomce laxcs was $308.1 million for the year cnded
December 31, 2019, an increase of $7.9 million, or 2.6% higher than (he provision for mcome taxes ol
$300.2 mullion for the year ended December 31, 2018, The effective combined federal, stare and foreign tax
rate decreased 1o 21.8% from 23.2% for the year ended December 31, 2019 and 2018, respectively. The
decrease m effective tax rate was primarily atuibutable to an increase in equity compeusation deductions,

The decrease in the effective tax rate was partially offset by increased income taxes in certain toreign
Junsdictions.

Net Income, Wet income was $1.11 billion for the year ended Deccmber 31, 2019, an increase ol
SH4.8 million, or 11.6% highey than net income of $§993.0 million for the year ended December 31, 2018,
The inercase  net mcome was primarily doe to the $223.2 million merease in gross profit, The increase in
net income was partially offset by the inerease in operating expenses of $103.9 million and an increase
the provision for income taxes ol $7.9 million.

Kev Business Metrics

We use certain key metries and financial measures not prepared in accordance with United States
Generally Accepted Accounting Principles (“GAAP”) to evaluate and manage our business. For a further
discussion of how we use key metrics and certain hon-GAAP financial measures, see “Non-GAAP Financial
Measures and Other Key Metrics™.
Non-GAAP Financial Measures and Other Key Metrics
Yegr Ended December 31, 2020 compared to the Year B sember 31,2019
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Ciross Billings** Gross Billings were $5.33 billion for the year ended December 31, 2020, an
merease of approximately §507.3 million, or 10.5% higher than gross billings ol $4.82 billion for the yes
ended December 31, 2019.
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The COVIN-19 pandemic had an adverse impact on gross billings for the year ended December 31, 2020,
Gross billings for the year ended Deeember 31, 2020 were negalively impacted by $15.2 million related to
the Product Returns. Net changes in foreign currency exchange rates had an unfavorable impact on gross
billings o approximately $50.0 million for the year ended December 31, 2020

Gross billings for the Monster Energy®@ Drinks segment were S4.99 billion for the year ended
December 31, 2020, an increase of approximately $509.4 million, or 11.4% higher than gross billings of
$4.49 billion for the year ended December 31, 2019, Gross billings for the Monster Energy@ Drinks
segment increased primarily due to increased worldwide sales by volume ol our Monster Energy® brand
energy drinks and inercased sales by volume for our Reign Total Body Fuel® high performance energy
drinks, both as a result of increased consumer demand. The COVID-19 pandemic had an adverse impact on
gross hillings of the Monster Energy® Drinks segment for the year ended December 31, 2020. Gross
billings for the Monster Energy® Drinks segment for the year ended December 31, 2020 were negatively
impacted by $13.2 million related to the Praduct Retwrns. Net changes in foreign cmrency exchange rates
had an unfavorable impact on gross billings for the Monster Energy® Drinks segment of approximately
$45_8 million for the year ended December 31, 2020,

Gross billings for the Strategic Brands segment were $305.4 million for the year ended December
31, 2020, a decrease of approximately $7.3 nullion, or 2.3% lower than gross billings of $312.7 million for
the year ended December 31, 2019, The COVID-19 pandemic had a matenal adverse impact on gross
billings of the Strategic Brands segment for the year ended December 31, 2020. The impact of the COVID-
19 pandemic was more pronounced in the Stategic Brands sezment, particularly in EMEA, as our largest
revenue generating countries for this segmenl experienced extended lockdowns. Net changes in foreign
cutrency exchange rates had an unlavorable impact on gross billings Tor the Swategic Brands segment of
approximately $4.2 million for the year ended December 31, 20210,

Gross hillings for the Qther segment were $27.0 mallion for the year ended December 31, 2020, an
increase of approximately §5.2 million, or 23.7% higher than gross billings of $21.9 million for the year
ended December 31, 2019.

Promotional  allowances, commissions  and  other  expenses®** . Promolional  allowimees,
commissions and other expenses, as deseribed in the footmote below, were §772.2 million for {hie year ended
December 31, 2020, an increase of $103.3 million, or 15.8% higher than promotional allowances,
commissions and other expenses of $666.9 million for the year ended December 31, 2019, Promational
allowances, commissions and other cxpenses as a percentage of gross billings increased to 14.5% from
13.8% for (he years ended NDecember 31, 2020 and 2019, respectively.

Amounts received from certain bottlers/distriburors al ineeption of their distribution contracts or at
the inception of cerfain sales/marketing programs are accounted for as deferred revenue and are recognized
as revenue ratably over the anticipated life of the respective distribution contract, generally 20 years, or
through completion of the sales/marketing program. Revenue recognized was 542.1 million and $46.3
million for the years ended December 31, 2020 and 2019, respectively.

Year Ended December 31,2019 conpar Yewr Ei December 31, 20185,

(iross Billings. CGross billings were §4.42 billion for the year ended December 31, 2019, an increase
of approximately §436.1 million, or 9.9% higher than gross billings of $4.39 hillion tor the year ended
December 31, 2018. Gross billings for the year ended December 31, 2019 were positively impacted by
approximately $101.9 million as a result of the 1.8, Price Increase and the Canada Price Tnetease, on certain
of our Monster Energy® brand energy drinks. Nel chinges in foreign cwrrency exchange rates had an
unfavorable impact on gross billings of approximately $82.5 million for the year ended December 31, 2019,
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Gross billings for the Monster Encrgy® Drinks segment were 8449 billion for the year ended
December 31, 2019, an increase of approximately $451.6 million. or 11.2% higher than gross billings of
84.04 billion for the year ended

L
Ly
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December 31, 2018. Gross billings for the Monster Eneray® Drinks segment imereased primarily due to (i)
sales of bur Reign Tolal Body Fuel® high performance energy dvinks. introduced in the first quarter of
2019, (ii) the price increases described above, and (iii) increased sales by volume of our Monster Energy®
brand encrgy drinks as a resull of incrcased domestic and international consumer demand, Net changes in
foreign currency exchange rates had an unfavorable impact on woss billings {or the Monsler Encrgy@
Drinks segment of approximately $72.9 million for the year ended December 31, 2019,

Giross billings for the Strategic Rrands segment were $312.7 million for the year ended Necember
31,2019, a decrease ot §14.4 million, or 4.4% lower thaa gross billings ol $327 1 million for the year ended
December 31, 2018, Net changes in foreign curvency exchange rates had an unfavorahle impact on gross
billings in (he Strategic Brands segment of approximately $9.6 million for e year ended December 31,
2019,

Gross billings for the Other segiment were $21.2 million for the year ended December 31, 2019, a
decrease of §1.1 million, or 4.6% lower than gross billings of $22.9 million for the vear ended December 31,
20148,

Promotional allowances, commissions and other expenses. Promotional allowances, comnimissions
aud ather expenses, us described in the footnote below, were $666.9 million for the year ended December
31, 2019, an increase of §44.5 milhon, or 7.2% higher than promouonal allowances, commissions and other
expenses of $622.3 million for the year ended December 31, 2018 Promotional allowances, commissions
and other expenses as a percentage of gross billings decreased 1o 13 8% from 14.2% for the years ended
December 31, 2019 and 2018, respectively.

Amounis received from certain bottlers/distributors at meepuon of their distribution contracts o at
the inception of certain sales/marketing programs arc accounted for as deferred revenue and are recognized
as revenuc ratably over the anticipated life of the respective distibution coutract, generally 20 years, or
through completion of the sales/marketing program. Revenue recognized was $46.3 million and $44.3
million for the years ended December 31, 2019 and 2018, respectively.

sy Billings (titled Gross Sales in prioe fifimge) represent amonis sveleed 0 customors net of cash discamns anil retivens. Gross billings e
useed infernally by manggement ax an indicator of and o monilar operating petformance, heluding sules peifenmince of paciemlar products,
snlesprrson pecfmaance, prodicct growth or declines and is usefil 1o imvestors i evadeating aveeoll Campiniy pecformance The use of gross hillings
allones evalumtion of sales performance before the effect of iy promational ftems, \Which con sk cevtein performance (s We therelare helieve
thire the presentation of gross hillings provides o usefid measure of enr apeuting pedforice The mge of weosy billaigg e ot a meavire it 18
recognized uider GAAL and should aor be considered ax an alleracitive to wef sales, swhieh i dorernined i aceordunee wich GAAPR and shaudd n
b weedd alone ny an idivaror of operpiing pﬂ{unnam‘y in plerce af ned sades. Additiomtly, gross bitlings wray it be comparalile o similavly: tided
mearnies ived by ather companies, as gross hillings hay been defived by o tteral reporting prociees. I uddiian, gross billings moy ot he
venlized i the fore of cosh veceipty as promedional pavments and allosances may be dedicied from pavmenls vecsived o cerin enstonn.

The following table recanciles the non-GAAP financial measwre of gross billings with the most
directly comparable GAAP financial measure of net sales:

Poreuntuge Percenlspe

In thousinls Chiimge. Chunge
2020 200y 2018 Avs 19 1Hve I8

Gross Billings & 5A26,6B3 8 482131 F  AGE5I62 [10.5% 9.9%

Détened Revenue 42,110 46,287 44,260 19.0%0) LN

Less: Promalional alluwanees, commissions dnd other

expensest ™ (7721551 [bOhRTI 1622.339) | 5.8% 720

Net Sales 5 4598638 5 420810 § 3IROTIRG 9.5% 10.3%

EEAfthongh the espenditures deserited fn this Thee e are determined in accordanee with GAAP and meet GAAP vequivements, Hie presewdotion
therzof does not conform 1o GAAF presentatian reguivements. stedditionally, our definition of premational and ather allmvances may nol he
comparable Lo sondlar itemy presented by other companies, Promotiond] ond wthey alloviances: primartly inchide vansideration given dn aire
borlersidistributors or refail & intchiding, bul not nited to the following: () discounte granted off list prices o suppant price promotions o
enc-vomsimners by refailers; (i5) reqmbursemants given to oy boilersidisiribuioes Jor agread povtons of their pramationd! spend with retailees,
inituding slowing, shelf space wllowances und othgy fees for bodt ppv and existing groducis; (i) o agreed shore o fees glven to
Bnatleysidistituions andfor directly fo vetailers far advertiving, in-alore murkering and promotionnl aetivities; (i) o agreed vbave of slotting, shel
space wllovances anl ther foes given divectl tu vetailers, ehib stores andfor holesaltrs; (W incentives given to vie bottlersfdiseibutors ani/or
retilers for achioving v oxeceding coviain predetermined sales goalys (vi) discomned ar five producls; (i) eontractoed Jees given to e
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butrlergddisitberon s vefarged ro sedes made B s dlivect s ceriiin cpstemers it ol el the berfers Wistibirors ' sules i e anl

(wiith certaon commiiyxinines peted bried v seles o oue borlevs/disieibiiors. The
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fromeantddiion of promiphiomi gud otler allaveauces focilitates wil svaleation of thefr impact o e desermination of ter seles and the speding Jevely
gl an copvelared with soch sales. Proronal awd gther allowanees comstitie a materiad pavtion of onr merkefing aciivities Qe prontionil
allenenice prnges ol e mesrerouy. bodtfeveedwivabaiors wndtor retailers e execnted theough separate agreementy in the andimoy corese of
Busonivs, Phose wgrcemais goneratle provide for one o moee of the arvangenents deserihed above and ave of varving duraions, ianging from one
ek fooone vea Pl pramary deivers of o promnitonal ot other allmvance dariivinies for the years ended December 31, 2020 and 200 % ware (i) 10
L v el s odume antd friald, (100 o addvess morket cooditions, wid i) fo secus islf and disploy e of yeinil

Sales

The table set forh below discloses selected guarterly dala regarding sales for the past five years,
Duta from any one or more quarters 1s not necessartly indicative of annual results or continuing trends.

Sales of beverages are expressed in umt case volume, A “unit case” means a unit of measurement
equal to 192 LS, NMuid vunces of finished beverage (24 eight-ounce servings). Unit case volume means the
number of unit cases (oF wnit case equivalents) of fimshed products or concentrates, as if converled into
linished products, sold by us.

57
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Our guarterly results of opetutions reflect seasonal trends that are primarily the result of increased
demand in the warmer monlhs of the year. It has been our experience that beverage sales tend 1o be lower
during the first and fourth quarters of each calendar year. In addition, our expericnce with our energy drink
products suggests they are less scasonal than (he scasonality expeeted from traditional beverages. Quarterly
{luctuations may also be atfected by other factors including the infroduction of new products, the opening of
new roarkets where temperature fluctuations are more pronounced, the addition of new bottlers/distributors
and customers, changes m the sales mix of our products and changes in and/or mereased advertsing and
promotional expenses. (See “Part T, Item | - Business - Seasonality™).

2020 2019 2018 2017 2016
Net Sales (i Thousgods)
Quarter | 51,062,007 § 945,991 § RS0921 % 742,146 & 630,186
Quarter 2 1,093,896 1,104,045 1,015,873 907,068 827 48K
Quarter 3 1246362 1133377 LOL6160 909.476 187.954
Cuarter 4 1,196,283 1,017,206 424,329 R10),355 753,763
Total $4.508,634 §4.200,819 $3.807.183  $3.369045 $3,048.393
Less: AVF thind pacty net sales (in
1housands)
Quarter | S (5108 § (3321) § (A65T) § (5539 § -
Quurter 2 (6,644) (5,791) (6,623) (6.174) (6,635)
Quarter3 (8,618) (5,360) (6,573) (5,200) (5,686)
Quarter 4 (b,671) (4,893) (5.067) (4,692) (4,690)
Total S (27.038) § (21.863) & (229200 & (21.6058) § (17,011)
Adjusted Net Sales (in Thousands)!
Quarter | $1,056992 $ 040,670 £ 846264 § 736607 § 680,186
Quarter 2 1,087,252 1098254 1,009,250 900,894 #20,853
Quarter 3 1,237,744 1,127,717 1,009,587 904,276 782,268
Quanter 4 1,189,612 1,012,313 g19.162 R05,663 T49.075
Total 54,571,600 54,178,954 $3.784,263 $3,347440 §3,032,382
Unit Case Volume [ Sales (in Thousands),
Quarter | 115,598 101,284 92,315 79,992 72.653
Quarter 2 116,960 119,595 110,057 97,233 87,574
Quarter 3 139,922 121,854 111,038 96,184 82,767
Quarter 4 132,341 106,037 97,476 86,548 77,966
Tolal 304,821 448,770 410,886 359,957 320,960
Adjusted Average Net Sales Per Case
Quarter 1 5 914 § 929 § 9.17 § g1 8 9.36
Quarter 2 930 918 9.17 927 937
Quarter 3 8.85 9.25 9.09 0.40 945
Quarter 4 5.99 9.55 543 9.31 9.61
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5 9.06 § 23 3 921 §

Total 930 § 9.45

TExeludes Other semment net Sonlos pf 527 0 milling, $21 2 milftion, 8229 widlliens, S2 4 willion owd 81720 million for thig prarvs ended December 31,
020, 19, JUIE, 2007 wod 2000, respectively, comprised of sibes of vie ART Thest-Parip Produers te opdepeadunt thivd pastivs oy thuse sufes do
nor Ve it case eqitivndenls,
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The tallowmg represents case sales by segment for the years ended December 31

(In thousands, except average et sules per

case) 2020 208 2018 2017 2016
Net saley $4.598638  $4.200.819  S3.807,183 $3.369,045 §3,049,303
Less: ATF third-party sales (27.038) (21,863) (22,920) (21.6035) {17.011)
Adjusied uet sules' 4571600  §4.178954 53784263 $3.347440 §$3,032.382
Casce sales by segmenl,

Monster Energy® Drinks 428,390 377.551 338,880 289,105 256,323

Strategic Brands 1.225 71.219 72,006 70,852 64,637

Other - - - - -
Total case sales S4.821 448770 410,886 359,957 320,960
Average net sales per cuse 5 906§ [ETI 921 § 930 % 945

I Excludes ther segieit wet gabes of R0 miflian, 8200 oillion, S22 Wil 820 0cmtiom mndd $17 00 million for the veurs ended Dacembar 31,
030, 20150 Mg 2007wl 2004, segpentivedy compriged-of golee of s JEF Thapd=Poaive Produeis 1o indepedent thind purtive e these gales o
nenl fve it ease egunvilenis

Inflation

We do not believe that inflation had a significant impact on our results of operations for the years
ended December 31, 2020, 2009 or 2018,

Liquidity and Capital Resources

Cash flows provided by vperating activities. Cash provided by operating activities was $1.36 billion
for the year ended December 31, 2020, as compared with cash provided by operating activities of §1.11
billion for the year ended Tecember 31, 2019.

For the year ended December 21, 2020, cash provided by operating activities was primatily
aftributable to net income carned ol §1.41 billion and adjustments for certain non-cash expenses, consisting
of $61.0 million of depreciation and amortization, $§70.3 million of stock-based compensation and $8.7
million of mtangible impairments. For the year ended December 31, 2020, cash provided by operating
activities also increased due to a $30.3 million decrease in inventories, a $264 million mcrease i acerued
liabilities, an $18.7 million increase in accounts payable, a 513 8 million increase in accrued promotional
allowances, a $104 million increase in income laxes payable; a $7.5 million increase in accrued
compensation, a $5.5 million decrease in prepaid income taxes and a 81,0 million decrease in prepaid
expenses and other assets. For the year ended December 31, 2020, cash used in operating activities was
primarily attributable fo a $156.9 million increase in deferred income taxes, a $120.1 million increase in
accounts receivable and a $21.5 million decrease in deferved revenue,

For the year ended December 31, 2019, cash provided hy operating activities was primarily
allributable lo net income earned of $1.11 billion and adjustments for certain non-cash expenses, consisling
of $64.8 million of depreciation and amortization and $63.4 million of stock-based compensation. For the
year ended December 31, 2019, cash provided by operating activities also imereased due to a $28.8 million
increase in accounts payable, a $21.9 million increase in accrued promaotional allowances, a §9.5 million
decrease in prepaid iucome taxes, an $8.1 million increase in income taxes payable, 4 $7.2 million increase
h acerued compensation, a $6.5 million decrease in distributor recervables and a $1.3 million decrease in
deferred income laxes. For the year ended December 31, 2019, cash used in operating activities was
primarily atfribulable fo an §85.2 million increase in inventories, a $66.4 million increase in accounts
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receivable, a $24.9 million decrease in deferred revenue, a $14.3 milhon deerease in acerued labilities and a
$13.8 million icrease in prepaid expenses and other assets.
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Cash flows used tn investing activiries. Net cash used in investing activities was $472.5 million for
the yvear ended December 31, 2020 as compared to cash uscd in invesling aclivines of §326.7 million for the
yeur ended December 31, 2019,

For bath the years ended December 31, 2020 and 2019, cash provided by investing activitics was
primarily attiibutable 1o sales of available-for-sale investments. For both the years ended December 31, 2020
and 2019, cash used in invesling activities was primarily attnbulable to purchases of available-for-sale
investments. For both the years ended December 31, 2020 and 2019, cash used in mvesting activities also
included (he acquisition of fixed assels consisling of vans and promolional vehicles, coolers and other
equipment 1o support our marketing and promotional activities, production equipment, furniture and
fixiures, office and compuler equipment, real property, compuler sollware, cquipment used for sales and
administrative acfivities, certain leasehold improvements, improvements to real property as well as the
aeqmisition, defense and maintenance of trademarks, We expect to continue Lo use a portion of our cash
excess of our requirements for operations for purchasing shont-term and long-term invesunents, leaschold
imprevements, the acquisition of capital equipment (specifically, vans, trucks and promotional vehicles,
coolers, other promotional equipment. merchandise displays, wavehousing racks as well as items of
production equipment required Lo produce certain of our existing and/or new products and to develop our
brandl in international markets) and [or other corporate purposes. From lime (o time, we may also use cash (0
prirchase additional real property related to our beverage business and/or acquire compatible businesses.

Cash flows used in [imancing activities. Cash used in financing activities was 5526.1 million for the
year ended December 31, 2020 as compared to cash used in financing activities of 5628.5 million for the
year ended December 31, 2019, The cash Nows wsed in financing activities for both the years ended
December 31, 2020 and 2019 was primarily the resull of the repurchases af our common siock. The eash
Nows provided by financing activities for both the years ended December 31, 2020, and 2019 was primarily
atiributable to the issuance of our common stock.

Purchases of inventories, increases in accounts receivable and other assels, acquisition of property
and equipment (including real property, personal property and covlers), leasehold improvements. advances
tor or the purchase of cquipment for our bottlers, acquisition and mainienance of trademarks, paymenis ol
accounts payable, income (axes payable and purchases of our common stock are expected W remain our
principal recwring use of cash,

Clash and cash eguivalenrs, shiort-term and long-term invesmienis - As of December 31, 2020, we
had $1.18 billion in cash and cash equivalents, $881 4 million o shori-term investments and $44.3 million
in long-term investments, including certificates of deposit, commercial paper, 1LS. government agency
securities, U.8. treasuries, and to a lesser extent, nunicipal securitics, We maintain our investments for cash
management purposes and nol for purposes of speculation. Our nsk management policies emphasize credit
quality (primarily based on short-term ratings by nationally recognized statistical rating organizations) in
selecting and maintaining our investments. We regularly assess market risk of our mvestments and believe
owr current policies and investment practices adequately limit those risks. However, certumn of these
investments are subject to general credit, liquidity, market and interest rate risks. These risks associated with
our investment portfolio may have an adverse effect on our future results of operations, liquidity and
financial condition,

Of our $1.18 billion of cash and cash equivalents held at December 31, 2020, $677.1 million was
held by our foreign subsidiaries. No short-term or long-tevm investments were held by our foreign
subsidianes at December 31, 2020,

We believe that cash available from operations, including our cash resources and our revolving line
of eredit, will be sufficient for our working capital needs, including purchase commitments for raw materials

and invenlory, increases im accounts receivable, payments ol (ax liabilities, expansion and development
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necds, purchases of shares of our common stock, as well as purchases of capital assets, equipment and
properties, thraugh at least the next 12 months. Based on our cwrrent plans. capital expenditures (exclusive
af common stock repurchases) are curvently estimated to be approximately S150.0 million through
December 31, 2021, However, Hiture business opportunities imay cause a change in this estimate.

60)
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The following represents a summary of the Company’s contractual commitments and related
scheduled maturilics as of December 31, 2020:

Payments due hy period (in thousands)

Less than 1-3 1.5 Maore (thin
Obligations Toual | year years yvenrs 3 years
Contractudl Obligations’ $ 129255 § 97879 § 31,223 % 53 3 —
Finance Teases 828 803 22 3
Operating Leases 24,393 3,783 5.51% 3,502 (IR
Furchase Cominitmenty’ 101,815 101,815

$ 256,291 $ 204382 S 36703 § 3558 8§ 11.3B%

! Contractail obllgstions elide our ohligations related to sponsorships and other conmitments,

< Purchase comnibiments include obligalions made by us and pue subsidiaries (o varous supglims o v paalertals vsed o ihe produetion ol ou
prowuets. Thisa obljgations vary in leomg, botare genavally satieliel within o yeur

ln addivon, approximately $0.7 million of unrecognized tax benefits have been recorded as
liabilitics as of December 31, 2020, It 18 expected that the amount of unrecognized tax benetits will not
significantly change within the next 12 months. As of December 31, 2020, we had $0.1 million of accrucd
interest and penallics related to unrecognized Lax benefits,

Aceounting Policies und Pronouncements
Critical Accounting Policies

Our consolidated finuncial statemenis are prepared in accordance with GAAP, GAAP requires us (o
malke estimates and assumptions that affect the reported amounts in our consolidated financial statements.
The followutg summarizes our most significant accounting and reporting policies and practices:

Business Combinations — Business acquisitions ave accounted for in accordance with Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC") 805 “Busingss
Combinations”. FASB ASC R0S requires the reporting entity 1o identify the acquirer, determine the
acquisition date, recogmze and measure the identifiable tangible and intangible assets acquired, the
labilities assumed and any non-conmolling interest in the acquired entity, and recognize and measure
poodwill or a gain from the purchase. The acquiree’s results are included in the Company’s consolidated
financial statements from the date of acqusition, Assets acquired and liabilities assumed are recorded w
their fair values and Lhe excess ol the purchase price over the amounts assigned is recorded as goodwill.
Adjustments fo fair value assessmenis are recorded o goodwill over the measurement pertod (not longer
than twelve months), The acquisition method also requires that acquisition-related transaction and post-
acquisition restructuring costs be charged o expense and requires the Company to recognize and measure
certain assets and liabilities including those arising from contingencies and contingent consideration in a
busmess combination.

Cash and Cash Equivalents — The Company considers all highly liquid invesiments with an original
matwrily of three months or less [rom date of purchase to be cash equivalents. Throughout the year, the
Company has bad amounts on deposit at (inancial institutions that exceed the federally insured limits. The
Company has not experienced any loss as a result of these deposits and does not expect to incur any losses
in the future,

al
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Table of Conlents

Investments  The Campany’s investments in debt securilies ave classified as cither held-to-maturity,
available-Tor-sale or vading, in aceordance with FASE ASC 320, Held-to-malurity sceurities arc (hosc
securities that the Company has the posiuve intent and ability o hold until maturity. Trading securities are
those sceuritics that the Company intends to sell in the near tevm. All other securitics not meluded in the
held-to-maturity or wading category are classilied as available-for-sale. Held-to-maturity sccurities are
recarded at amortized cost which approximates fare market valne. Trading securities are carried at fair valne
with norealized gains and losses charged o camings. Available-for-sale securities are carvied at fair value
with unrealized gains and losses recorded within accumulated other comprehensive ingcome (loss) as a
separate component ol stockholders’ equity. FASB ASC 820 delines fsir value as the price that would be
received to sell an assel or paid lo transfer a Tiability in an orderly transaction between market participants at
the measurement date. FASB ASC 820 also establishes a fair value hierarchy which requires an entity to
maximize the use of observable inputs, where available, Under FASB ASC 326-30-35, a security is
considered to be impaired if the fair value of the security is less than its amortized cost basis. Where the
decline in fair value below the amortized cost basis has resulted from o eredit Joss, the Company will record
an imparrment relating to credit losses through an allowance for credit losses. The allowance is limited by
the amount that the fair value is less than the amortized cost basis. Impairment that has not been recorded
through an allowance for credil losses is recorded through other comprehensive income (loss), nel of
applicable taxes. The Campany cvalusles whether the decline in fair value of its investments has resulted
from credit loss or other factors at each gquarter-end, This evaluation consists of a review by management,
and includes market pricing information and maturity dates Tor the seeurities held, markel and economic
trends in the industry and information on the igsuer’s financial condition and, if applicable, information on
the guarantors” financial condition. Factors considered in determining whether an impairment hag resulted
from credit Toss or other factors tnclude the length of time wnd extent to which the investment’s fair value
has been less thai ils cost basis, (he financial condition and near-(erm prospects of the issuer and guaraniors,
including any specific events which may influence the operations of the issuer and our intent and ability 1o
retain the investment for a reasonable period of fime sullicient to allow for any anticipated recovery of [air
value,

Acecaunts Recetvable — The Company evaluates the collectability of its rade accounts receivable
based on a number of factors. In circumstances where the Company becomes aware of a specific customer’s
inability to meet its financial obligations to the Company, a specilic reserve for bad debts is estimated and
recorded, which reduces the recognized receivable (o the estimated amount the Company believes will
ultimately be collected. In addition to specific customer identification of potential bad debts, bad debt
charges are recorded based on the Company’s recent loss history and an overall assessment of past due (rade
accomnls receivable outstandimg. In accordanee with FASB ASC 210-20-45, in its consolidated balance
sheets, the Company has presented accommts recervable, net of promotional allowances, only for those
customers that it allows net settlement. All other accounts receivable and related promotional allowances are
shown on a gross basis.

Imventories — Inventories are valued at the lower of fivst-in, first-out, cost or market value (net
realizable value).

Property and Equipment - Property and equipment are stated at cost. Depreciation of furniture and
fixlures, office and compuler equipment, computer software, equipment, and vehicles is based on their
estimated uscful lives (three 1o ten years) and is calculated using the straight-line method. Amortization of
leaschold improvements is based on the lesser of their cstimated useful lives or the terms of the related
leascs and is caleulated using the straight-line method. Normal repairs and maintenance costs are expensed
as mcwrted. Expenditures thar materially increase values or extend useful lives are capirtalized. The related
costs and accumulated depreciation of disposed assets are eliminated and any resulting gain or loss on
disposition is included in net income.

hitps:/iavw.sec goviArchives/edgan/dala/865752/00011046592102994 3/mnst-20201231x1 0k htm 1121219

MEC014723
Exhibit 66 Page 112 of 219 Opposer's Notice of Reliance



TTARB Opposition No. 91248258
Monster Energy Company v. Monstro Coffee LLC

arnzanro2 htips:iiwww sec.goviArchivesledgar/data/B65752/00011046582 102994 3/mnsi-20201231x10K him
62
hitps:iiwww.sag.goviArchives/ednar/data/B65752/000 11046592 102894 3/mnst-20201231x10k.htm 113f219

MECD14724
Exhibit 66 Page 113 of 219 Opposer’s Notice of Reliance



TTAB Opposition No. 91248258
Muonster Energy Company v. Manstro Caoffee LLC

23201 hnps:iwww. sec.gov/Archives/edgar/dala/865752/00011046592 102984 3/mns|-20201231 %10k hini
Tuble ol Conlents

Goodwill  The Company records goodwill when the consideration paid for an acquisition exceeds
the Tair value of net tangible and inlangible asscts acquired, including related tax cffcets, Goodwll is not
amortized; instead goodwill is tested for impairment on an annual basis, or mare frequently if the Company
beheyves mdicators of impairment exist. The Company first asscsses qualitative factors to determine whether
it 15 more-likely-than-not that the tair value of a reporting unit is less than its carymg value. It the Company
reasonably determines that it is more-likely-than-not that the fair valne is less than the carrying value, the
Company performs its ammal, or mterim, goodwill impairment test by comparing the fair value of a
feporting anit with its carrying amount. The Company will recognize an impairment for the amount by
which the carrying amounl exceeds a reporting umt’s fuir value. For (he years ended December 31, 2020,
2019 and 2018 there were no impairments recorded and there are no accumulated impairment balances,

Other Iitangibles — Other Intangibles are comprised of radenuaks that represent the Compuany's
exclusive ownership ol the Monster Energy®), m@ Monster Energy Ultratd, Unleash the Beast!®. Monster
Rehabi, Java Monster®, Monster Hydro®, Monster HydroSport Super Fuel®, Monster Super Fuel®,
Espresso Monster®, Mouster Energy Extra Strength Nitrous Technology®, Muscle Mouster®, Punch
Monster®, Juice Monster®, Reign Total Body Fuel®, Reign Inferno®, M3(stylized)®, BU®. Nalu®,
NOS®, Full Throttle®, Burn®, Mother®, Ultra Energy®, Play® and Power Play® (stylized), Gladiator®),
Relentlessio, Samurai®d, Predator® and BPM® trademarks, all used in connection with the manufacture,
sale and distribution of beverages. The Company also owns i its own right a number of other rademarks,
(lavors and Tormulas in the United States, as well as in @ number of countries around the world. Tn addition,
in 2016 through our acquisition of AFF, we sccured the intellectual property of our most important flavors
for certain of our Monster Energy® Brand epergy drinks in perpetnity. In accordance with FASR ASC 350,
intangible assets with indefinite lives are not amortized but instead are measured for impairment at least
annually, or when events indicate that an ympairment exists. The Company calculates unpairment as the
excess of the carrying value of its indefinite-lived assets over their estimated fair value, Tf the catrying value
exceeds the estimate of fair value a write-down is recorded. The Company amortizes its intangibles with
finite usetul lives over their respeclive useful lives. For the year ended December 31, 2020, an impairment
charge of $8.7 million was recorded to intangibles. For the years ended December 31, 2019 and 2018 no
impairments were recorded.

Long-Lived Assets — Management regulatly reviews property and equipment and other long-lived
assets, including certain definite-lived intangible assets, for possible impairment. This review occurs
annually, or more frequently if evenls or changes in circumslances indicale (he carrying amount of the asset
may nol be recoverable, If there is indicalion of impairment, managemenl then prepares an estimate of
future cash (lows (undiscounted and withoul interest charges) expected (o resull from the use ol the asset
and its eventual disposition. If these cash flows are less than the carrying amounl of the asset, an impairment
loss is recognized to write down the asset to its estimated fair value. The fair value is estimated using the
present value of the future cash flows discounted at a rale commensurate with management’s cstimates of
the business risks. Preparation of estimated expected future cash flows is inherently subjective and 1s based
oh management’s best eslimale of assumplions concerning expected future conditions. For the years ended
December 31, 2020, 2019 and 2018, there were no impairment indicators identificd. Long-lived asscts held
[or gale are recorded at the lower of their carrying amount or fair value less cost (o sell.
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Forelgn Currency Translanion and Transactions — The accounts of the Company’s foreign
subsidiarics are (ranslated i aceordance with FASB ASC 830. Foreign currency transaclion gains and losses
are recagnized in other income, net, at the time they occur. Net foreign currency exchange gains or losses
resulting fvom the translanon of assers and labilitics of torcign subsidiarics whose funetional cuneney is not
the U.S. dollar are recorded as a part of accimulated other comprehensive income (loss) in stockholders’
equity. Unrealized (oreizn corrency exchange gaing and losses on certan mtercompany transactions that are
of a long-term mvestment natre (Le., settlement 1s not planned or anticipated in the foresecable fiture) ave
also recorded i accumulated other comprehensive income (loss) in stockholders’ equity, During the years
ended December 31, 2020, 2019 and 2018, we entered inlo forward currency exchange canlracts with
financial institutions to create an cconomic hedge to specifically manage a portion of the foreign cxchange
risk exposure associated witli certain consohdated subsidiaries non-functional currency denominaled assets
and liabilities. All foreign currency exchange contracts outstanding as of December 31, 2020 have terms of
three months or less. We do not enlter nto forward currency exchange contracts for speculation or trading
purposes,

Revemee Recagnition — The Company’s Monster Energy® Drinks segment generales nel operating
revenues by selling ready-to-drink packaged encrgy drinks primarily to boltlers and full service beverage
distribulors, In some cases, the Company sells diveetly o relail grocery and specialty chains, wholesalers,
club stores, masg merchandisers, convenience chains. drug stores, foodservice customers, value retailers, c-
commerce retailers and the mulitary.

The Company’s Stategic Brands segment primarily generates net operating revenues by selling
“eoncentrates” and/or “beverage bascs” to authorized botlling and caming operations. Such boitlers
generally combine the concentrates and/or beverage bascs with sweeleners, water and other ingredients to
produce ready-to-drink packaged energy drinks. The ready-to-drink packaged energy drinks are tien sold to
other bottlers and full service distributors and to retail grocery and specialty chains, wholesalers, club stores,
miuss merchandisers, convenience chains, foodservice customers, drug stores and the military. To a lesser
extent, ouar Strategic Brands segment generates net operating revenues by sclling certam ready-to-drink
packaged encrgy drinks ro bottlers and full service beverage distributors.

The majority ol the Company’s revenue is recognized when il salislies a single performance
obligntion by (ransfernng control ol its products to a customer. Control is generally translerred when (he
Compiny’s products are cither shipped or delivered based on the tenms contained within the underlying
conlracts or agreements, Certain of the Company’s bottlers/distributors may also perform a separate function
as a co-packer on the Company’s behalf. Tn such cases, control of the Company’s products passes to such
bottlers/distributars when they notify the Company that they have taken possession or transferred the
relevant portion ol the Company’s linished goods. The Company’s general payment tenns are short-tevm in
durativn, The Company does not have significant linancing components ot payment lerms. The Compuny
did not have any material unsatisfied performance obligations as of December 31, 2020 and December 31,
2019,

The Company excludes from revenues all taxes assessed by a governmental authority that are
imposed on the sale of its products and collected from customers.

Distiibution expenses to transport the Company’s products, where applicable, and warchousing
expense after manufacture are accounted for within operating expenses.

Promotional and other allowances (variable consideration) recorded as a reduction to net sales,
primarily include consideranon given ta the Company’s boltlers/distributors or retail customers including,
but not limited ta the following:

® discounts granted oft list prices to support price promotions to end-conswmers by retailers;
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& peimbursements given to the Company’s bottlers/distributors for agrecd portions of their
promotional spend with retailers, including slotting, shelf space allowances and other fees for
both new and existing products;

® ke Company's agreed share of [ees given lo boltlers/distributors and/or directly Lo retailers for
adverlising, in-store marketing and promolional activities;
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® the Company’s agreed shave of slotting, shelf space allowances and other fees given directly to
retailers;

s incentives given to the Company's botllers/distributors and/or retailers for achieving or
exceeding certain predetermined sales goals;

s discounted or free products;

s contractual {ges given to the Company’s hotters/distributors related to sales made directly by
the Company fo certain customers that fall within the bottlers"/distributors® sales temitories; and

e commissions paid o TCCC based on our sales to certain whally-owned subsidiaries of TCCC
and/or to ceftain companies accounted For under the equnty method by TCCC.

The Company’s promotional allowance programs with its bottlers/distributors and/or retailers are
executed through separare agreements in the ordinary comrse of business. These apreements generally
provide for one or more of the arrangements deseribed above and are of varying durdtions, ranging from one
week to one year, The Company's promotional and other allowances are calculated based on various
programs with bottlers/distributors and retail customers, and aceruals are established during the year for its
anticipaled liabililies. These accruals are based on agreed upon terms as well as the Company’s hislorical
experience with similar programs and require management’s judgment with respect to estimating consumer
participation and/or distributor and retail custlomer perlormance levels, Diflerences between such estimaled
expenses and acmial expenses for promotional and other allowance costs have historically been insignificant
and are recognized in earnings in the period such ditferences are determined,

Amounts reeeived pursuant to new and/or amended distribution agreements entered into with certain
distributors, relating lo the costs associaled with terminating the Company’s prior disiributors, are accounted
for as revenue ratably over the anticipated life of the respective disiibution agreements, generally 20 years,

The Company also enters into license agreements that generate revenues associated with third-party
sales of non-beverage products bearing our trademarks including, but not Limited to, clothing, hats, t-shitts,
Jackets, helmets and automotive wheels.

Manugement believes thal adequale provision has been made for cash discounts, relurns and
spoilage based on the Company's historical experience.

Cost of Sules — Cost of sales consists of the costs of flavors, concentrates, supplement ingredients
and/or beverage bases, the costs of raw materials ntilized in the manufacture of beverages, co-packing fees,
repacking fees, in-bound freight charges, as well as internal transfer costs, warehouse expenses incurred
prior to the manufacture of the Company’s finished products and certain quality control costs. In addition,
fhe Company includes in costs of sales certain costs such as depreciation, amortization and payroll costs that
relate to the dircet manutacrure by the Company of certain flavors and concentrates, Raw materials account
for thie largest portion of cost of sales, Raw materials include cans, bottles, other contamers, tlavors,
igredients and packaging materials,

Operating Fxpenses - Operaling expenses include selling expenses such as distribution expenses Lo
transport products 10 cuslomers and warehbousing expenses aller manulaciure, as well as expenses for
advertising, sampling and in-store demonstration costs, costs for merchandise displays, point-of-sale
materials and premium items, sponsorship cxpenses, other marketing expenses and design expenses,
Operating expenses also include such costs as payroll costs, ravel costs, professional service fees (including
legal fees), termination payments made to certam of the Company’s prior distributars, depreciation and ather
general and administrative costs.

Income Taxes - The Company ulilizes the liability method ol accounling for income taxes as sel
forth in FASB ASC 740. Under the liability method, deferred taxes are determined based on the temporary

differences between the financial statement and tax basis of assets and liabilities using tax rates expected to
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be in effect during the years in which the basis differences reverse. A valuation allowance 13 recorded when
it is more likely than not that some of the delerred
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tax assets will not be vealized. In determining the need for valuation allowances the Company considers
projected luture laxable income and the availabibity of tax planning strategies, 1T in the future the Company
determines at it would not be able Lo realize its recorded deferred tax assels, an increase in the valuation
allowance would be recorded, deercasing carnings m the period i which such determination 1s made.

The Company assosses its income mx positions and rvecords tax benefits for all years subject o
examination based upon the Company’s evaluation of the facts, eircumstances and information available at
the reporting date. For those lax posilions where there is a greater Lhan 50% hikelihood thal 4 tax benefit will
be sustained, the Company has recorded (he largest amount of tax benelil that may patentially be realized
upon ullimate settlement with a taxing anthotity that has full knowledge of all velevant information, For
those income lax positions where there 15 less than 50% lkelihood that a wx benehtwill be sustaimed, no tax
henefit las been recognized in the financial statements.

Recent Accounting Pronouncements

See “Part 11, Ttem 8 — Financial Statements and Supplementary Dala — Note |~ Organizalion and
Summary ol Significant Accounting Policies — Recent Accounting Pronouncements™ for 4 full description of
reeent geconnling pronouncements imcluding the respeetive expected daies ol adoption ind expected ctteets
on the Company’s consolidated financial position, resnlts of operations or liquidity.

Forward-Looking Statements

The Privale Securities Litigation Reform Act of 1995 (the “Act™) provides u sale harhor for
forward-looking statements made by or on behalf of the Compuny. Certain stutements made in this repoit
may constitule forward-looking statements (within the meaming of Section 27A of the Secunties Act of
1933, as amended, and Section 21E of the Bxchange Act, as amended) regarding our expectations with
respect to revenues, profitability, adequacy of funds from operations and our existing credit facility, among
other things. All slalements containing a projection of revenues, income (loss), earnings (loss) per share,
capilal expenditures, dividends, capital structure or othet financial ilems, a statement of management’s plans
and objeclives for lulure operations, or a statement ol fulure econone perlonmance contaned in
munagement’s discussion and analysis of financial condition and yesults of operations. including statements
related 10 new products, volome growth and statements encompassing gencral optimism about fature
operating results and non-historical information, are forward-looking statements within the meaning of the
Act, Without limiting the foregoing, the words “believes,” “thinks,” “anticipates,” “plans,” “expects,”
“eslimates,” and similar expressions are intended (o identify Torward-looking stalements.

Management cautions that these statements are qualified by their terms und/or important factors,
many of which arc outside our coutrol and involve a number of risks. uncertmintics and other factors, that
could canse actual results and events to differ matenally from the statements made including, but nat limited
to, the following:

e The human and economic consequences of the COVID-19 pandemic, as well as the measures taken or
thal may be taken in the fulure by governments, and consequently, businesses (including the Company
and its suppliers, bortlers/ distributors, co-packers and other service providers) and the public af large to
limit the COVID-19 pandemic;

e The impact on consumer demand of the resurgence of the COVID-19 pandemic, resulting i a number
of countries, particularly in EMEA, reinstituting lockdowns and other restiictinns as well as the impact
of possible resurgences in other countries;

® Tluctuations in growth and/or growth rates and/or decline in sales af the domestic and internalional
energy drink calegories generally, including in the convenience and gas channel (which is our largest
channel) and the impact on demand for our products resulting from deteriorating cconomic conditions
and/or finuncial uncertainties due to the COVID-19 pandemic;

hittps:iwww.sec goviArchives/edgar/data/865752/000110465821029943(mnst-20201231x10k htm 119/219

MEC014730
Exhibit 66 Page 119 of 219 Opposer’s Notice of Reliance



TTAB Opposition No. 91248258
Monster Energy Company v, Monstro Collee LLC

3/23/2021 hitps:/iwww sec.goviArchivesiedgar/dala/865752/00011046532 1029943 /mingl-20201231 %10k him
O
hitps:/fwww.sec, gov/Archives/edgar/dala/865752/000110465921 02994 3/mnst-20201231x 10k htm 120/219

MEC014731
Exhibit 66 Page 120 0of 219 Opposer’s Notice of Reliance



I'TAB Opposition No, 91248258
Maonster Energy Company v. Maonstro Coffee LLC

2342021 Hitps:iwww,sec govifrehlves/edyaridala/866752/000 11046582 102994 3/minst-20201231 x 10k hitm

M al Lanlegpt

e  The mmpact of temporary plant closures. production slowdowns and disruptions in operatons
experienced by our supplices, bottlers/distributors and/or co-packers as a result of the COVID-19
pandemic, including any materal disruptions on the production and distribution of our products;

& The wpact of the reduction in our sponsorship and endorsement activitics as well as our sampling
activities s a result of COVID-19 on our tuture sales and market share;

s We have extensive commercial arrangements with TCCC and, as a result, our foture performance is
substantilly dependent un the success of our relationship with TCCCy

e«  The impact of TCCC's bottlers/distributors distributing Coca-Cola brand energy drinks and possible
reductions  in the nuwmber of our SKUs caried by sueh  bottlers/disiributors  and/or  such
bottlers/disatbutors nmposimg limittations on distributing new product SKUs;

®  Closures of, and continued reswictions on, on-premise retailers and other establishments wiuch sell our
products as the result of the COVID-19 pandemic;

e The limitation or reduction by our suppliers, bortlers/distributors and/or co-packers of their activities
and/or operations during the COVID-19 pandemic;

&  The impact of the COVIN-1Y pandemic on our product sampling programs;,

e The effect of TCCC being one of our significant stockholders and the potential divergence of TCCC's
interests from those of our other stockholders;

e Our ability to maintain relationships with TCCC system bottlers/distributors and manage their ongoing
commitment w focus on our products:

s Disruption in distribution channels and/or decline in sales due to the termination andior insolveney of
existing and/or new domestic and/or international bottlers/distributors;

Lack of anticipated demand for our products in domestic and/or mternational markets;

s Fluctuations in the inventory levels of our bottlers/distributors, planned or otherwise. and the resultant
tmpact on our revenies;

# Unfavorable regulations, including taxation requirements, age restrictions imposed on the sale,
purchase, or consumption ol our products, markeling restrictions, product registralion requirements,
tarifls, trade restrictions, container size limitations and’/or ingredient restrictions;

e The effect of inquiries from, and/or aetions by, state attomeys general, the Federal Trade Commission
(the “FTC”), the Foud and Drug Administraton (the “FDA™), municipalites, city attomeys, other
povernmenl agencies, quasi-government agencies, government officials (including members of 1J.S.
Congress) and/or analogous central and local agencies and other authorities in the foreign countries in
which our products are manufactured and/or distributed, into the advertising, markeling, promotion,
ingredients, sale und/or consumplion of our energy drink produets, including voluntary and/or required
changes o ow business praclices;

&  Our ability to comply with laws, regulations and evolving industry standards regarding consnmier
privacy and data nse and security, including with respect to the General Data Protection Regulation and
the Californta Consumer Privacy Act of 2018;

s (ur allity to achieve profitability and/or repatriate cash from certain of our operations outside the
United Stales:

e Ourability to manage legal and regulatory requirements in loreign jurisdictions, polential difTiculties in
stafling and managing forcign operations and potentially higher incidence of (raud or corruption
and credit visk ol loreign customers and/or botllers/distributors;

e Changes n V.S tax laws as a result of any legislation proposed by the new U.S. Presidential
Administration or 1.8, Congress, which may include efforts to change or repeal the 2017 Tax Cuts and
Jobs Act and the federal corporate income tax rate reduction;

e Qur ability to produce our products in international markets in which they are sold. thereby reducing
freight costs and/or product damages;

e QOurabulity to absorb, reduce or pass on Lo our bottlers/distributors increases in freight costs;

e Our ability to cffectively manage our inventorics and/or our accounts receivables;
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& Our foreign currency exchange rate visk with respect to our sales, expenses, profits, assets and labilities
denominated in cwrrencies other (han the WS, dollar, which will continuc o mcrease as forcign sales
increase;

®  Uncertaintics surrounding the long-term ampaet ol the United Kingdom’s departure from the European
Union (or “Brexit™),

& (Changes in accounting standards may affect our reported profitability;

& Tmplications of the Orgamization for Economic Cooperation and Development’s base erosion and profit
shifting project;

s Any proceedings which may be broughl against us by (he Securities and FExchange Commission (the
“SEC), the FDA, the FTC or other governmental agencics or bodics;

e The outcome and/or possibility of futwre sharcholder derivative actions or shaccholder scouritics
litigation that may be filed against us and/or against certain of owr officers and directors, and the
pussibility of other private sharcholder litigarion;

® The outcome of produet liability or consumer frand Litigation and/or class action litigation (or its analog

in foreign jurisdictions) regarding the safety of our products and/or the ingredients in and/or claims

made 1 connection with our products and/or alleging false advertising, marketing and/or promotion,
and the possibility of future product liability and/or elass action lawsuits;

Exposure to significant liabilities due 1o litigation, legal or regulatory proceedings;

Intellectual properly mjunctions:

Unfavorable resolution of tax matiers:

Uneertainty and volatility in the domestic and global economies, ineluding risk of counterparty default

or failure;

e  Our ability to address any significant deficiencies or materal weakness in our intemnal controls over
financial reporling;

o Our ability to continue 1o generate sulficient cash flows to support our expansion plans and general
operating aclivities;

o Decreased demand for our products resulting from changes in consumer preferences, including changes
in demand for different packages, sizes and configurations, obesity and other perceived health concems,
uicluding concerns relating to certain ingredients m our products or packaging, product safety concers
and/or from decreased consumer discretionary spending power;

s Adverse publicity surrounding obesity and health concems related to our products, produet safety and
quality, waler usage, envirommental unpact and sustainability, human rights, our culture, workforce and
labor and workpluce laws;

e Changes in demand that are weather related and/or for other reasons, including changes in product
category and/or package consumption and changes in cost and availability of certain key ingredients
including aluminum cans, as well as disruptions to the supply chain, as a result of climate change and
extreme weather conditions:

@& The impact of unstable political conditions, civil unvest, lavge scale terrorist acts, the outbreak or
cscalation of armed hoslililies, major natural disasters and extreme weather conditions, or widespread
outbreaks ol infectious diseases (such as the COVID-19 pandemic);

e The impact on our business of competitive products and pricing pressures and owr abilily (o gain or
maintain our share of sales in the marketplace as a result of aclions by compelitors, meluding
unsubstantiated and/or misleading claims, false advertising claims and torfious interference, as well as
competitors selling mishranded products;

@ The unpact on owr business of trademark and wade dress infringement proceedings brought against us
relating to our brands, including our Reign Total Bady Fuel® high performance energy drinks, which
could result in an injunction barring us from selling certain of our products and/or require changes to be
made to our current trade dress;

e Qur ability to introduce new products and the impact of the COVID-19 pandemic on our ingovation
activities;

& Qur ability to implement and/or maintain price increases;

e An mability to achieve volume growth throngh product and packaging initialives;
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e  Our ability to sustain the current level of sales and/or achieve growth for owr Monster Energy® brand
encrgy drinks and/or our other products, mcluding owr Strategic Brands;

e The impact of criticism of our energy drink products and’or the energy drink market generally and/or
legislation enacled (whether as a resull of such crilicism or otherwise) thal restricts Lhe marketing or sale
of encrgy drinks (including prohibiting (he sale of energy donks al certain establishments or pursuant lo
cerlain governmental programs), hmils

6%
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caffeine content in beverages, requires certain product labeling disclosures andior warnings, imposes
cxese andior sales taxes, hmits product sizes and/or imposces age restochons for the sale of energy
drinks;

e  Our ability to comply with and/or resulting lower consumer demand and/or lower pialiv miargins ol
energy drinks due to proposed and/or finure ULS. tederal, stare and local laws and regulations and/or
proposed or existing laws and regulations in certain foreign jurisdictions and/or any changes therein,
mcluding changes m taxation requirements (including tax rate changes. new tax laws, new and/or
increased excise, sales and/or other taxes on our products and revised tax law interpretations) and
environmental laws, as well as the Federal Food, Nrug, and Cosmretic Act and regulabions or rules made
thereunder or in connection therewith by the FDA, as well as changes in any other food, drug or similar
laws in the United States and internationally, especially those changes thal may restrict the sale of
energy drinks (including prohibiting the sale of energy drinks at certain establishments or pursuant to
cerfain governmental programs), limit caffeine content in beverages, require certain product labeling
disclosures and/or warnings, imposc cxcise taxes, impose sugar laxes, linnt product sizes. or impose age
restrictions Tor the sale of energy drinks, as well as laws and regulations or rules made or enforced by
the Bureau of Alcohol, Tobacco, Firearms and Explosives and/or the FTC or their foreign counterparts:

& Disruptions in the (imely import or export of our products and/or ingredienls due to port strikes and
related labor issues;

e QOur abilily 1o sausfy all criteria set forth in any model energy drink goidelines, including, without
limitation, those adopted by the American Beverage Association, of which we are a member, and/or any
international beverage associations and the impact of our failure to satisty such guidelines may have on
our busmess;

e The effect of unfavorable or adverse public relations, press, articles, comments and/or media attention;

e Changes in the cosl, qualilty and availability of contaiers, packaging materials, alunmnum cans, Lhe
Midwest and olher premiums, raw materials and other ingredients and juice concentrales, and our ability
lo obtain and/or maintain favorable supply arrangements and relationships and procure timely and/or
sulficient production of all or any of our products {o meel customer demand;

e Any shortages thal may be experienced in the procurement of containers and/or other raw malerials
meludmg, without Hmitution, aluminum cans generally. PET contamers used for o Monster Hydro®
energy drinks, 24-ounce aluminum cap cans and 550m1 BRE aluminum cans with resealable ends:

e  The impact on our cost of sales of corporate activity among the limited number of suppliers from whom
we purchase cerlain raw malerials;

e Our ability to pass on (o our customers all or a portion of any inereases in the costs ol raw materials,
ingredients, commodilies and/or other cost inputs afTecting our business;

e Our ability to achieve both internal domestic and international forccasts, which muy be bused on
projected volumes and sales of many product types and/or new products, certain of which arc more
profitable than others; there can be no assurance that we will achieve projected levels of sales as well as
forecasted product and/or geographic mixes;

s  Our ability to penetrate new domestic and/or international markets and/or gain approval or mitigate the
delay in securing approval for the sale of our producls in various couniries;

e The clfcctivencss of sales and/or marketing efforts by us and/or by the bottlers/distributors of our
products, most of whom distabute products that may be regarded as compelitive with our producls;

« Unilateral decisions by bottlers/distributors, buying groups, convenience chains, grocery chains, mass
merchandisers, specialty chain stores, e-commerce retailers, e-commerce websites, club stores and other
customers (o discontinue carrying all or any of our products that they are carrying at any time, restrict
the range of our products they carry, impose restrictions ov limitations on the sale of our products and/or
devole less resources (o the sale of our products;

 The impact of possible trading disputes between our bottler/distributors and their customers and/or onc
or more buying eroups which may result in the delisting of certain of the Company products,
temporarily or otherwise;

®» The effects of retailer consolidation on our business and our ability Lo successfully adapt to the rapidly
changing vetail landscape;
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s Ourability to adapt to the changing retail landscape with the rapid growth in e-connmerce retailers;

The effeets of botler/distributor consoelidation on our business;

e The costs and/or effectiveness, now or m the future, of our advertising, marketing and promotional
siralegics,

G4
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& The success of our sports marketing, social media and other general marketing endeavors both
domestically and inlernationally;

e Our abilily o suecesslhully adapt to the changing landscape of advertising, marketing, promotional.
sponsorship and endorsement opportunitics created by the COVID-19 pandemic;

e Unforeseen ceonomic and political changes and local or intermational catastrophic events;

e [ossible recalls of oy products and/or the consequence and costs of defective production;

a  Our abihty o make switable arrangements and/or procure sufficient capacity for the co-packing of any
of our products both domestically and internationally, the timely replacement of discontinued co-
packing arrangements and/or Iimitations on co-packing availability, including far retort production;

e Ourability to make suitable arrangements for the timely procurement of non-defective raw materials,

o Our mability o protect and/or the loss of our intellectual property rights and/or our inability o use our
trademarks, trade names or designs and/or tade dress in certain countries;

e Volanlity of stock prices which may restrict stock sales, stock purchases or ather opportinities as well
as negatively impact the motivation of equity award grantees;

&  Provisions in our organizational documents and/or control by insiders which may prevent changes in
sontrol even if such changes would be beneficial to other stockholders;

a  The lailure of our botllers and/or co-packers 1o manulacture our products on a timely basis or at all;

e The impaet of any reductions in productivity and disruptions to our business rovtines while most office-
based employees ol the Company are working remotely;

e  Orther cflcets of the COVID-19 pandemic on our employees, such as mental health challenges that
employees may face;

e Any disruption in and'or lack of cffectuveness of our nformation technology systems, moluding
breach of cyber secunly, that disrupls our business or negatively impacts customer relationships, as well
as cybersecurity meidents imvolving data shaved with third parties; and

e Recruitment and retention of senlor management, other key employees and our employee base in
genefil,

The foregoing list of important factors and other risks detailed from time to time in our reports filed
with the Secoriies and Exchange Cuommission is not exhaustive. See “Part 1, Ttem 1A — Risk Factors,” for a
more complete discussion of these risks and uncertainties and for other risks and uncertainties, Those factors
and the other sk factors described therein are not necessarily all of the important factors that could cause
actual resulls or developments lo differ materially from those expressed in any of pur lorward-looking
statements. Other unknown or unpredictable factors also could ham our results. Cansequently, our actual
resulls could be materally different from the results deseribed or anticipated by our forward-looking
statements due to the inherent uncertamty of estimates, forecasts and projections, and may be better or worse
than anticipated, Given these uncertainties. you should not rely on forward-looking statements. Forward-
loaking statements represent our estimates and assumptions only as of the date that they were made. We
expressly disclaim any duty o provide updates to forward-looking slalements, and the estimales and
assumplions associated with them, after the date of this report, in order Lo reflect changes in circumstances
or expectations or the occurrence of unanticipated events except to the extent required by applicable
securities laws.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

I the normal course of business our financial position is routinely subject Lo a vaviety of risks. The
principal market risks (ie., the risk of loss arising [rom adverse changes in market rates and prices) to which
we are exposed are fluctuations m commodity and other input prices affecting the costs of owr raw materialy
(including, but not limited to, increases i the costs of juice concentrates, increases i the price of alumomm
cans, as well as sugar, sucralose and other sweeteners, glucaose, sucrose, milk, cream, protein, coffee and tea,
all of which are used i some or many of our products), fluctuations in energy and fuel prices, and limiled
availability of alumioum cans and certain other raw malerials. We generally do not use hedging agrecnients
or allernative instruments o manage the risks associated with securing sufficient ingredients or raw
materials. We are also subject to market risks with regpect to the cost of commadities and other inpuls
becanse our ability to recover increased costs through higher pricing is limited by the competitive
environmenl in which we operate,

We do not use derivalive financial instruments Lo protect ourselves from [Tuctuations i interest rales
and generally do not hedge against fluctuations in commodily prices.

Our net sales o customers outside of the United Stales were approximately 33% and 32%, of
consalidated net sales for the years ended December 31, 2020 and 2019, respocnvely. Our growth strategy
imcludes expanding our international business. As a result, we are subject lo risks from changes in foreign
currency cxchange rates. During the year ended December 31, 2020, we entered into forward currency
exchange contracts with financial institutions o create an economic hedge lo specifically manage a porton
of the foreign exchange risk exposure associated with certain consolidated subsidiaries’ non-functional
currency denominated agsets and liabilities. All foreign currency exchange contracts entered into by us as of
December 31, 2020 have terms of three months or less. We do not enter into forward eurrency exchange
contracts for speculation or trading purposes.

We have not designated our foreign currency exchange conlracts as hedge transactions under FASHE
ASC 815. Therelore, gains and losses on our [oreign currency exchange conlracls are recognized in olher
income, net, in the consolidated statements of income, and are largely ofTsct by the changes in the fair value
ol' the underlying cconomically hedged ilem. We do nol consider the potential loss resulling lrom a
hypothetical 10% adverse change in quoted foreign currency exchange rates as of December 31, 2020 fo be
significant.

As of December 31, 2020, we had $1.18 billion in cash and cash equivalents and $925.6 millian in
short-term and long-term invesiments including certificates of deposit, commercial paper, U.S. governmenl
agency sceuritics, ULS, treasuries, and to a lesser extent, municipal securities. Ceriain of these invesiments
ave subjeel (o general credit, hquidity, market and interest rate risks,

ITEM 8. FINANCTAL STATEMENTS AND SUPPLEMENTARY DATA

The information required lo be furnished in vesponse (o this Item 8 follows the signature page and
Index (0 Exhibits liercto at pages 79 through 126.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCTAL DISCLOSURE

None,
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TTEM 9A. CONTROLS AND PROCEDURES

Evalvation of Disclosure Controly wed Procedures — Under the supervision and with the
participation of the Compuny's manngement, ineluding ovr Co-Chief Executive Officers and Clief Financial
Officer, we have evaluated the effectivencss of the design and operation of our diselosure controls and
procedures (as defined in Rules 13{a)-15(c) and 15(d)-15(¢) of the Exchange Act) as of the end of the period
covered by this report. Based upon this evaluation, the Co-Chiel Executive Officers and Chief Financial
Officer have concluded that our diselosure controls and procedures are effective to ensure that information
we dare required Lo disclose m reports \hat we file or submit under the Exchange Act is (1) recorded,
processed, summarized and reported witlun the time periods specified in rules and forms of the SEC and (2)
accumulaled and communicaled 1w ouwr management, including owr principal execulive and principal
finaneial officers as appropriate to allow timely decisions regarding required disclosures,

Management’s Report on Interial Control Over Financial Reporting - Our management is
responsible for establishing and maintaining adequate internal conwrol vver financial reporting, as defined in
Exchange Act Rules 13a-15() and 15d-15(0). Under the supervision and with the participation of our
management, including our Co-Chiel Executive Officers and Chicl Financial Officer, our management
conducted an evaluation of the effecriveness of our iniernal control over tinancial reporting as of December
31, 2020, based on the framework in liternal Control — Infegrated Franework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on ouwr management’s
evaluation under the framework in Internal Control - Integrated Framework (2013), our management
concluded that our internal control over financial reporting was effective as of December 31, 2020.

Our internal control over financal veporting as of December 31, 2020, has been audited by
Delojtte & Touche LLF, an independent registered public accounting firm, as stated in their attestation
report, which is included hercin,

Changes in Internal Control Over Finuncial Reporting  There were no changes in the Company’s

internal controls over financial reporting during the quarter ended December 31, 2020, that have malerially
alfected, or are reasonably likely 1o materiadly affect, our internal control over linancial reporting,
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Mounster Beverage Corporalion
Corana, California

Opinion on Inteynal Control aver Financial Reporting

We have audited the internal control over financial reporting of Monster Beverage Corporation and
subsidiaries (the “Company™) as ol December 31, 2020, based on criteny established in Infernal Control —
Integrated Frameworlk (2013) issued by the Committee of Sponsoring Organizations ol the Treadway
Commission (“COSO"). In our opinion, the Company maintained, w all miterial respeets, elfeenve mernal
control over financial reporting as of December 31, 2020, based on eriteria established in Indernal Cuntrol —
Integrated Framework (2013) issued by CQOSQ.

We have also audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States) ("PCAOB™), the consolidated linanciol statements and Hoaneial slatement
schedule as of and for the year ended December 31, 2020, of the Company and our report dated March 1,
2021, expressed an ungualified opinion on those (inancial slatements,

Basis for Opinion

The Company’s management is responsible for mamtaming effective intermal control over financial
reparting and for its assessment of the effectiveness of internal control aver financial reporting, included in
the accompanying Management’s Report on Internal Control Over Financial Reporting, Qur responsibility is
to express an opinion on the Company’s internal control over financial reporting based on our andit. We are
a public accounting fiom registered with the PCAOB and are required to be independent witl respect o the
Company in accordance with the U.S. federal securitics 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 PCAOR. Those standards requive
that we plan and perform the audil (o obtain reasonable assurance about whether etfective internal control
over financial reporting was mainlained 1 all material respecis. Our audil included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists,
teshing and evaluating the design and operating eftectiveness ol internal control based on the assessed risk.
and performing such ether procedures as we considered necessary in the cirenmstances. We believe that our
audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting 15 a process designed 1o provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally aceepled accounting principles. A company’s internal control
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records
that, in reasonable detail, aceurately and faily reflect the transactions and dispositons of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary 10 permil preparation
of financial statemenls in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or limely deleelion of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material elfect on the
{inancial stalements.

Because of itg inherent Imitations, internal control over financial reporting may not prevent or
detect misstatements. Also. projections of any evaluation of effectiveness to future periods are subject to the
visk that the conlrols may become inadequate becavse of changes in condittons, or that the degree of
compliance with the policies or procedures may deleriorate.

/s/ DELOITTE & TOUCHE LLP
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Costa Mesa, Calitomia
Mayeh 1. 2021
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ITEM 9B, OTHER INFORMATION
Mone.
PART 111
ITEM 1. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCFE.

The miormation requited by this item regarding owr directors is included under the caption
“Proposal One — Election of Directors™ in our Proxy Statement for our 2021 Annuval Meeting of
Stockholders to be filed with the SEC within 120 days after the end of the tiscal year ended December 31,
2020 (the 2021 Proxy Statement”) aich s incorporated herein by reference,

Information conecerning compliance with Section 16(a) of the Exchange Act is included under the
caption “Delinquent Section 16(2) Repoints™ in our 2021 Proxy Statement and is incorporated herein by
reference.

Information concernimg the Audit Commitiee and the Audit Committee Financial Expert is reported
under the caption “Audit Committee; Report of the Audit Commiltee; Duties and Responsibilities” in our
2021 Proxy Statement and is imcorporated herein by reference.

Code of Business Conduct and Ethics

We have adopted a Code of Business Conduct and Ethics that applies to all our diréctors. officers
(including our principal exccutive officers, prncipul financial officer, principal accounting officer and
conlrollers) and employees. The Code ol Business Conduct and Gthics and any amendmenl herelo, as well
as any waivers that ave required to be disclosed by the vules of the SEC or NASDAQ, may be obtained al
http:/finvestorsmonsterbeveorp.com/corporate-govemance or at no gost to you by writing or telephoning us

at the following address or telephone number:

Monster Beverage Corporation
| Monster Way
Corona, CA 92879
(951) 739-6200
(R00) 426-7367

ITEM 11. EXECUTIVE COMPENSATION

Information concerning [he compensation of our directors and executive officers and Compensalion
Commillee Tnterlocks and Insider Participation is veported under the captions *Compensation Discussion
and  Analysis,” and “Compensation Committee,” respectively, in our 2021 Proxy Stalemeni and is

incorporated herein by reference,

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL. OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The disclosure sel forth m [lem 5, “Market lor the Registranl’s Common BEquity, Relaied
Stockholder Matters and Issuer Repurchases of Equity Securities™, of this report is mcorporated herein,
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Iuformation coneerning the beneficial ownership of the Company’s Common Stock of (a) those
persons known 1o the Company Lo be the beneflicial owners of more than 3% of the Company's common
stock; (b) cuch of the Company’s directors and nominees for director; and (c¢) the Company’s executive
officers and all of the Company’s cunent diveetors and cxceutive officers as a group is reported under the
eaption “Principal Stockholders and Secority Ownership o Management™ in our 202 Proxy Sfatement and
is incorporated herein by reference,

Information concerning shares of the Company’s Common Stock authorized for issuance under the
Company’s gquity compensation plans 18 reported under the caption “Employee Equity Compensation Plan
Information™ in our 2021 Praxy Stalement and 1s incorporated herein by reference.

ITEM 13. CERTAIN RELATTONSHIT'S AND RELATED TRANSACTIONS AND DIRECTOR
INDEPENDENCE

Information concerning certain relationships and related transactions is reported under the caption
“Certain Rolationships and Related Transactions and Director Independence™ in our 2021 Proxy Statement
and is incorporated herein by reference.

ITEM 14. PRINCIPAT. ACCOUNTING FEES AND SERVICES

Information concerning our accountant fees and our Audit Committee’s pre-approval of audit and
permissible non-audit services of independent auditors is reported under the captions “Principal Accounting
Firm Fees” and "Pre-Approval of Audil and Non-Audit Services,” vespectively, in our 2021 Proxy Statement
and is incorporated herein by reference.

PART IV
ITEM 15, EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) The following documents are filed as a part of this Form 10-K:

Repart of Independent Regstered Public Accounting Fivrm 80

I'inancial Statements:

Consolidated Balanee Sheets as of December 31, 2020 und 2019 83
N . l sl o Ly . e . . ‘31 25!‘]!! 2!“2"[“[
84
K3
86
87
89
Financial Statement Schedule:
Valuauon and Oualifving Accounts for the years ended December 31, 2020, 2019 and
2018 126
Exhibits:
The Exhibits listed in the Index of Exhibits, which appears immediately preceding the
signature page and is incorporated herein by reference, as filed as part of this Form 10-K.
ITEM 16. FORM 10-K SUMMARY
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Table of Contents

INDEX TO EXHIBITS

The following designated exhibits, as indicated below, are either filed ov furnished. as apphcable
lierewith or have heretolore been filed or fumished with the Securtties and Exchange Commission under the
Sceurities Act of 1933, as amended, or the Seenritics Exchauge Act of 1934, as amended, as indicated by

footote.

2.1 Transaction Agreement, dated as of Aggust 14, 2014, by and ;]mgr]g Munqm R;\'gmg;
Corporation, New Laser Corporation, New [gse Mgrggt' Cony. JL - nla ‘ompany and
Luropean Refreshments (incorporated by vefer '
August 18, 2014).

211 mmmm@mma recment, dated as of March J;MLvM"Mm
Bcvera;._,u_(;;_rpnm;mg New Laser Corporation, New Lases Mg rger ( OLp.. liu.! m.x—! c.l

Compauy and European Refreshiments (incorporated by refer -

L_Llnmd_Mnmhaﬁ..Zﬁl.ﬁL

2.2 Asset Transter Agreement, dated as of August 14 2014, by and swnong Monster Beveriape
Carporation, New aser Corporation and The Caca-Cola Canipany (mncorporated by reference
10 Exhibit 2.2 1o our Form 8-K dated August 18, 2014),

3. wmmmy as amended (mcormuorted by reference Lo

Lxhibit 3.1 to our Form 10-Q dated November 7, 2016).
32 S_ccm_\dﬁm_dm_nnd_mamﬂ}dﬂ%.o_luﬂ_ﬁ ¢ Company (ingorporated by, relerence 1o

2 i 8- puil 16, 2018),

4.1 Description of Common Stock (incorporated by reference to Exhibic 4.1 1o our Form 10-K
duted Febmary 28, 2020).
10.1 Amended and Restated Distribution Coordination Agrecment, dated as of June 12, 2015,
between Mouster Energy Company._and The Coca-Coli Compuny (wcotporated by reference 1o
Exhibit 10.1 to our Form 10-0 dated Aupust 10, 2015).

10.2 Amended and Restated International Distribution Coorduation Aurcement, duted as of
lune 12. 2015, between Maonster l"'ngﬂ,.\g Lud m id Mg sggr l el ny &) um;l_y gng!, The Coca-
.Cs._ln_Cmnnw (incarporated b L[
2015),

10.3 .amiﬁdzmnﬂmﬂmnﬁmmm{mmm_by_wﬂ i} gl-fmmm_JuI bion (
directors and officers) (incorporated by 1
Junc 11, 2019).

10.4+* nmmwmum_agmmmmmmwm ster Beverape Corporation
2017 Com Non-Employee Directors.

10.54 Eorm of Restricted Stock Agreement (incorporated by vefecence (o Exhibit 10.1 to our
Form 10-0 dated August 9, 2011),

10.6+ Monster Beverdge Corporation 2011 Omuibus Incentive Plan (incorporated by reference 1o
Lxhibit 10.1 to our Form 8-K dated Mgy 24, 2011).

10.7+ ﬂMyMgmmmMmMnum_&ejmgﬂ_mmmme
aled Mar h 19.2014).

10.8+
10.9+
Omnibus Incentive Plan (incor p_q_lg__gﬂ_b
March 1. 2018).
10.10+ | Foon of Stock Option Ag unde onst
10.11 to our Form 10-K dated March |, 201K ,_é_gj_ﬁ)‘
10.11+ | Earm of 2020 Annual Tncentive Award Agreement for grants under the Monster Beverage
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10.124 Form of Performance Share Unit Award Agreement for grants under the Monster Bev
Corporation 2011 Omnibus Incentive Plan (incorporated by reference to Exhibil 10.2 o
Form 10-0) dated May 11, 2020).

10.134% | Form ol Restricled Stock Unit Aprecment or granly
2011 Omnibus Incentive Plan,

10144 % | Form of Restrieted Stock Unit Agrecment ufg',g-gfhjgl'l{xcgmiye Oflicers for grants under the

age Corparation

Monster Bevernyge Corporation 20 ib us Incentive Plar

10,15+ |l)1'|§li.r I!C‘\‘Lﬂb&] u:.mgn Qgﬂgmmthm, l!JSLLI!I&L Plan (incorporated by reterence o

i 144 filed April 21. 2020),

10.164 Monster Bgvcmm&q gg; o u Zﬂl Compensation I_’[m] for Non-Employee Dirceto
(ucorporated by o 21, 2017).

17+ | Monster Beverg LMMMMMIMMMHM_ENMWMM
{incorporated by veference to Exhibit 4.2 to our Form S-8 dated June 21, 2017).

10.18+ ﬁmsmkﬁmLB;mmLManﬁsLBmgmunmmmfmndmmmﬁkm

I# Sulnidim'iu
23°F _onse -
31.1* Certilication lw [ 0- ( im[ l-\r,g_l,m ve Officer pursuant o B ule 13A-14(a)or 15D-14(a) ol the

Sceuritics Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbancs-Oxley.

Acl ol 2002

31.2® Certilication by 1 g C AL puUrstant Lo RLI_IL 13.‘\-]4{.11 or ISD-M{-ﬂ ol the
Mgw s adopted g unes-0xley
1 of 2002
31.3* Cernfication by . JUT PUISUAnt 1o B;;Ig l'!.‘\- i{g] or 15D- H(
%ccuritm_r;l vchanoe Act ot I‘}Jd as adopted | 2 of th

Act of 2002

. g <
J2.2% & ;‘;l‘[lllgﬁ[lgl‘l l;ly =Chiel Execut 17 p"[s_uam 10 18 1,S C, Section 1350, as adopted
pm; .I[j! lo Sgghg)u 9{16 al lhg Siin b,_mgg Oxl *! Act ol 2002

33T cl Fina s adopted
Loy The following materials from Monster Beverage Corporation’s Annual Repurt on Form 10-K

for the fiscal year ended December 31, 2020 are furmshed herewith, formatted in iXBRL
(Inhine eXitensible Business Reporting Language): (i) Consolidated Balance Sheets as of
December 11, 2020 and 2019, (i1) Consolidated Statements of Income for the years ended
December 31, 2020, 2019 and 2018, (iii) Consolidated Statements of Comprehensive Income)
for the years ended Tdeecember 31, 2020, 2019 and 2018, (iv) Consolidaled Statemcnts of
Stockholders’ Equity for the years ended December 31, 2020, 2019 and 2018, (v) Consolidated
Statements of Cash Flows for the years ended December 31, 2020, 2019 and 2018, and
(vi) Notes to Consolidated Financial Statcments.

104* The eover page from Monster Beverage Corporation’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2020, formatted in iXBRL (Inline ¢Xtensible Business
Reporting Language) and contained in Exhibit 101.

Filiad busvrerih.
Munugumum Luniiiel D compensatgry plans ol krrngemeils,
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Pursuant (o the requirements of Sections 13 or 15(d) of the Seccurities Fxchange Act of’ 1934, as
amended, (he regisirant has duly caused this report to be signed on its behall by the undersigned, thereunto

duly authorized.

MONSTER BEVERAGE CORPORATION

J RODNEY €. SACKS

Rodney C. Sacks
“hunman of the Board ol
Dirvectors and Co-Chiel’
Executive Officer

Hilton 1. Schlosberg

Vice Chairiman of the Board of
Divectors and Co-Clnef
Exccntive Officer

Date: March 1, 2021

Date: March 1, 2021

Pursuant to the requirvements of the Securities Exchange Act of 1934, (his report has been signed
below by the following persons an behalt of the registrant in the capacilies and on (he dales indicated.

Signature

/s/ RODNEY C. SACKS
Rodney C. Sacks

/s/ HILTON H. SCHLOSBERG
Hilton H. Schlosherg

fs/ THOMAS 1. KELLY
Thomas J, Kelly

/s/ JAMES L. DINKINS
James L. Dmkins

/sl GARY P. FAYARD
Gary P. Fayard

fs! MARK J. HALL

Mark I, Hall

/s/ JEANNE P. JACKSON
Jeanne P, Jackson

/s/ STEVEN G. PIZULA
Steven (. Pizala

/s/ BENJAMIN M. POLK
Benjamin M. Palk

/s/ SYDNEY SELATI
Sydney Sclati

/s/ MARK §. VIDERGAUZ
Mark S. Vidergauz

Tille
Chairman ol the Board of

Directors and Co-Chiet Executive
Officer (principal executive officer)

Vice Chairman of the Board ot Divecrors
and Co-Chief Txecutive Officer (principal
executive officer)

Chicl Financiul Officer (principal financial
officer, principal accounting officer)
Dircetor

Dircotor

Directot

Dicector

Director

Durectar

Director

Directlor
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89
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REPORT OF INDEPENDENT REGISTERED PURLIC ACCOUNTING FIRM

To ihe Board of Directars and Stockholders of
Maonster Beverage Corporation
Corona, Calilomia

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheels of Monster Beverage Corporalion
and subsidiaries (the “Company™) as of December 31, 2020 and 2019, the related consolidaied stalements of
income. comprehensive income, stockholders’ equity and cash flows, for each ol the three years in the
period ended December 31, 2020, and the related notes and the schedule listed in the Index at Ttrem
15(u) (eollectively referred to as the “financial statemnents™), In our opinion, the financial statements present
fairly, in all matenal respects, the financial position of the Company as of December 31, 2020 and 2019, and
the resulls of its operations and its cash flows for each of the three years in the period ended December 31,
2020, in conformity with accounting principles generally accepted in the Uniled Stites of America.

We have also andited, in accordance with the standards of the Public Company Accounting
Owversight Board (United States) (“PCAOB™), the Company's internal control over financial reporting as of
December 31, 2020, bused on criteria established in fnfernal Control--Integrated Framework (21013) 1ssued
by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 1,
2021, expressed an ungualified opinion on the Company’s internal control over financial reporting,

Basis for Opinion

These financial statements ate the responsibility of the Company’s management. Our responsibility
is 10 express an opinion on the Company’s financial stalements based on our audits, We are a public
accounting firm registered with the PCAOB and are required o be independent wilh respect to the Company
in accordance with the U,S. federal securities laws and the applicable rules and regulations ol the Securities
und Exchange Commission und the PCAOB,

We conducted our audits in accordance with the standards of the PCAOB, Those standards require
that we plan and perform the audit to obtain reasonable asswrance about whether the financial statements are
tree of material misstatement, whether due to error or fraud. Our audits included performing procedures to
assess the risks of material misstatement of the financial statements, whether due o ervor or fiaud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis,
cvidence regarding the amounts and disclosures in the financial statements. Our audits also included
cvaluating 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 audits provide a
reasonable basis for our opinion,

Critical Audit Matter

The critical andit matter communicated below is a matrey arising from the current-period andit of the
financial statements that was communicated or required to be communicated to the Audit Commitiee and
that (1) relates to accounts or disclosures that are material to the financial stateinents and (2) mvolved our
especially challenging, subjective, or complex judgments, The communication of critical audil. matters does
not aller in any way our opinion on the financial statements, tsken as a whole, and we are nof, by
communicating the critical audit matter below. providing a separate opinion on the critical audit matter or on
the accounts or disclosures to which it relates.

80
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Accrued Promotional Allowances — Refer to Note 2 to the financial statements
Critical Audit Matter Description

The Company’s promotional and other allowances are caleulated based on various programs witli its
bottlers/distributors and retail customers, and aceruals are established during the year for its anticipated
liabilities. These accruals are based on agreed-upan lerms as well as the Company’s historical experience
with similar programs and require management’s judgment with respect to estimating consuine
participation and/or distributor and retail customer performance levels. Promotional and other allowances
primarily include consideration given to battlers/disicibutors ov retail customers, including. but not limited
to, the following: (i) discounts granted off list prices to support price promotions to end consumers by
retailersy (i) reimbursentents given to bottlers/distributors tor agreed portions of their promotional spend
with retatlers, including slotting, shelf space allowances, and other fees for both new and existing products,
(iii) agreed share of fees given (o bottlers/distributors and/or directly 1o retailers for advertising, in-store
marketing, and promotional activilies; (iv) agreed share of slotting, shelf space allowinces, and other fees
given dircelly Lo retailers, club stores and/or wholesalers; (v) incentives given Lo bottlers/distributors and/or
retailers {or achieving or exceeding cerlain predetermined sales goals; (vi) discounted or free products; (vii)
contractual fees given to bottlers/distributors related to sales made by the Company directly (0 certain
custoiners that fall within the botilers'/distributors” sules territories, and (viil) certaiu commisstons paid
basged on sules to bottlers/thstributors. The length of promational programs can vary from as little as one duy,
for one-fime evenls, to as long as one year based on the agreed-upon terms. The nature of such programs is
determined on a per retail customer basis, and in certain instances, the same program is set for multiple retail
customers. The promotional expenditures are recorded as a redugtion to net sales in the period the
underlying salc pceurs. Total promotional expenditures inchided as a reduction to et sales were $772.2
milhon [or the yew ended December 31, 2020, and acerued promaotional allowunces were $186.7 million as
of December 31, 2020,

We identified accrued promational allowances as a critical audit matter because of the extent and
subjective natwre ol munagement judgment required with respecl o eslimaling consumer parlicipation
and/or distributor and retail customer performance levels and future promotional claims.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures over accrued promotional allowances, with respect to management’s judgment
regarding levels of consumer participation and/or distributor and retail customer performance levels and
future promotional claims, included the following, amaong others:

e We tested the effectivencss of controls over accrued promotional allowances, including those
controls pertaining to masagement’s estimation of future promotional claims.

s We selected a smuple of acerued promaotional allowances recorded for specific distributors and
retail customers and sent confirmation reques(s of the accrual recorded and key terms ol the
agreement direetly Lo the dislributor or retail customer, We compared the conlirmation response
to the acerned amount recorded by the Company. In instances of nonreplies to our confirmation
request from the distributor or retail customer, we performed alternative procedures as follows:
(1) developing an expectation of the acerual using current-year claim and payment data, and/or
(2) vouching known claim submissions, unpaid as of period-end, to underlying supporting
dlocumentation.

e We tested the promotional expenditure amount recorded as a reduction to net sales and assessed
the ressonableness of management’s estmate by developing an expectation of the amount,
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e We performed inquiries with the Company’s sales and marketing personnel to corroborate our
understanding of new and exisiing promotional programs that may alter the relationship
between gross hillings and promotional allowances, as such programs are considered by
management when estimating future promational elaims,

e We evaluated manggement’s ability to estimate promotional allowances by comparing the
actual promotional allowances subsequently paid to the original estimates of management,

/s/ DELOITTE & TOUCHE LLP

Costa Mesa, California
March 1, 2021

We have served as the Company’s auditor singe 1991
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MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2020 AND 2019 (In Thousands, Except Par Value)

Deeember 310 Decembier 31,
anan Pl L]
SSETS
CURRENT ASSETS:
Cush onl cas) cauivalents L] (B 747437
Shorl-ierm jnvestmens 851,354 £13.063
Aceounis revenvahle, nel T A 341,350
venluries 3305 360731
Prepantl expenses ol olher current issels 54,868
Treprid income ses 29300
Tk cuprom asseis 3,140,855 2316,309
INVESTMENTS A2 L1403
PROPERTY AND LQUIPMENT, net L6306 08640
DEFERRED TNCOME TAXES M0 84,777
GOODWILL 1350 642 | 331,643
OTHER INTANGIBLE ASSETS, net 1059, 046 1.052.105
OTHER ASSETS LRk 53,973
Total Assets 3 B2OLTIN 3 3 150,352
LIABILITIES AND STOCKHOLDERS® EQUTITY
CURRENT LIARTLITIES:
Accounts payable ¥ 96800 5 274,045
Agcruad liabilitics 142,653 | 14075
Avenmed prumotonsl sllowances M, 5N |6, ThHY
Deleived revenue 44,237
Accraed compensation 47,261
Ineotue tuxes pavable 14717
Tolad cunent Huhilities a61,007
DEFERRED REVENUE I 40 If7.464
OTUER LIABILITIES 27432 LN
COMMITMENTS AND CONTINGENCIES (Note 12)
STOCKHOLDERS EQLITY:
i stock - S0.005 par value; 1,250,000 shotres authorieed; 638,662 shares issued and S2R097 shiges
outsiunding as o December 31, 2020 636 460 shaves issued and 536,69 shares outdbanding as of
December 31, 2019 g3 3182
Addirional paid-m eapital 4 537982 430751
Retained eumings h412,074 5.022 450
Aveimulared afher comprelieosive income (loss) 10534 (12,387
Common sioek in tedsuny;, ateosty 10563 and 99,762 shares us ol Decentber 31, 2020 und
December 31, 2019, respectively 15815428 {3.219.505)
Tkl stockiolders' dauity 3. 60860 4171281
Tatal Linbilities and Stockholders' Equity 3 6716 S 5,150,352
See accompanying notes to consolidated financial stulements,
83
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MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018
(In Thousands, Except Per Share Amounts)

2020 2019 2018

NITT SALES 54,598,638  $4200819  $3.807.183
COST OF SALES 1,874,758  1.682234  1.S(1,808
GROSS PROFIT 2,723,880  2,518.585 2295375
OPGRATING EXPENSES 1,090,727 L 115646 1,011,756
OPERATING INCOME 1,633,153 1402939 1283619
OTHER (EXPENSE) INCOME, NET (13,996) 13,023 9653
INCOME BEFORE PROVISION FOR INCOME TAXES 1,626,157 1415962 1,293,272
PROVISION FOR INCOME TAXES 216,563 308,127 300.268
NET INCOME $1,409.594 $1.107.835 § 993,004
NET INCOME PER COMMON SHARE;

Basic $ 166§ 104§ 178

Diluted 3 264 § 203 § 176
WEIGHTED AVERAGE NUMBER OF SHARES OF COMMON
STOCK AND COMMON STOUK EQUIVALENTS;

Basic 529,639 542,191 557,166

Diluted 34,507 346,608 564,254

See accompanying notes t consolidated finuncial statements.
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MONSTER REVERAGE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018 (In Thousands)

2020 2019 2018
Netincome. as reported S1400594  $1,007.835 5 993,004
Othier comprehensive income (loss):
Change w forengn curveney translation adjusiment. net of iy 35,531 154 (16.957)
Available-for-sale investimenis:
Change 1n nel umealized gaing (losses) (110} 283 752
Reclass hention adjusbment for net gams meladed 0 net income — — —
Net change in available-for-sale investments (110) 283 752
Other comprehiensive incame (loss) 35421 477 (16,205)
Compreliensive income $1,445015 $1,008312 § 976,799

See accompanyuig notes ta consolidated finaneial statements.
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MONSTER BEVERAGE CORPORATTON AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS® EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018 (In Thousands)

Avcumulated
Other Tufal
Cotign stk Additionl Retalned  Comprehensive Tovaniry stneks Stackhigldirs
Ahures Anwnint_ Palildn Capltal _Earnings Luss Shures Amimnnt Fqunity
Bulunee, dupnaey 1, 201K 629735 & A6 S5 4150028 X IRIRIL 5 1 10,659) [OLYS7) FA070,129) & 843002
Stock bl sonrpen i ST - ST
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Stuglki-tued compensation == - nd A50 = - Wi Aah
Exervise of sipel opiing L U] 17 Y1330 WG
bzl baed gamm o v lalbe-tivsale
aReun g 184 = JE3
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i LR 1] TEMS -
hinenlized Tosz on wvailabics fussule
srchiiilies nm iy
Tegaehise of gomnion slock — - - - > [LTH2AY) (5958 (LSRN
Torcign covreney lumslagon — - 35,331 — — 33501
Mer ineome - ~ E . LA — — 1o, 54
Balasee, December 11, 2020 IR 66 § 3091 5§ 43517982 S G 432i0'!4 3 ‘llll“ i LI0LSA3Y é‘.} SRI542) S SARMERAD

Sec accompanying notes to consolidated financial statements.
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Tuble of Contents

MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEVIBER 31, 2020, 2019 AND 2018 (In Thousands)

CASH FLOWS FROM OPERATING AUTIVITIES:
Mol iseorm

Audjustrments w cetoneile net ineone to et cash povidel By aperiting aayines:

Depreciation and amortization
Guin on disposal of propesly and equipoent
Loerss wip ympssinncnl of imupeibles
Stock-bustal compensation
Duaferved income axes
Effect on cash of vhanges in opteriting nsseiz amd labihitics:

Aceomis vecervable

Disteibutor receivables

luvemories

Prepuid ex penses apd otherasses

Prepaid income 1axes

Acconnts paynble

Accrued liabilities

Accaisl promatnasl allowunees

Avvrued distiibutor lgrminaonons

Accried comypensation

Ineome lxes puyahle

Othiey liobilities

Tefenied revene

Net cash provided by opevstng aclivilies

CASH FLOWS FROM INVESTING ACTIVITIES,
Snles of wviilable-lov-snle mvestents
Proceetls from enle ol property and oguipment
Purchises of pvailable-far-sale investinents
Pyurchoses of property and equipment
Additions o Tnungibles
Ineiease a olher dssels
Net cush (used in) provided by investing acniviies

CASH FLOWS FROM FINANCING ACTIVITIES:
Principal puyments ou dibt
Tssmsnie of vummon stuck
Purchiases of common stock held in trensary
Net cash nsed i foaneing selivitics

Effect of exchange rulg ehunges on cash and cosh eguivalens

NET INCREASE IN CASI AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, heginmng ol yeur
CASH AND CASH TOUIVALERTS, wned ol yewy'

SUPPLEMENTAL INFORMATION.
Ciash puid dnring the year for:
Tnterest
Income tnxes

2021 2010 2018
S 11217 R S 1 S 993,004
60,973 64,814 36,979
1331 (252) 1783)
#7000
70,254 63,356 57,11
1150473 1263 1510)
(120.038) {Gib 411} (45,370)
386 6470 9,958
30,304 (85,222) (26,146)
1,024 (13,774) [6,682)
5516 9,441 98,716
| 8,640 25,832 9852
20,392 (14.297) 18.145
13,762 21,943 11,719
(279 179 (91)
7,501 7,215 5477
10422 %105 1,943
{336} {1,030) 1,526
(21 A%y (3, 4351 (19.967)
1,364,163 1,113,762 1 161,881
920,194 $51.420 INEIELT)
997 1,239 4,295
(1, 290.981) (1.067,736) (820,084}
(48,722) (101,461) (G1.941)
(18.550) (8,737) (12.984)
1 2nA23) (1, 265) LR
(472,487 (326,724) 272,956
(3.080) 113569) (1,886)
71936 92363 27,851
1395.918) (707 300} [1,342.076)
(326.065) (628306} {1.316,011)
16,845 1012 (9,835)
352,456 160,444 108,851
797,957 637,513 528,622
S LIR0ATE 5 197957 S 637.513
% a4 5 320 3 ol
3 155509 S 293810 § 200.767

See accompanying notes to consolidated financial statements.
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MONSTER BEVERAGE CORPORATION AND SUBSIDTARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

SUPPLEMENTAL DISCLOSURE OF NON-CASI ITEMS:

Accrued liabilities included additions 1 intangibles of $9.8 million, $12.8 million and $10.8 million
as of December 31, 2020, 2019 and 2018, respectively.

Acecounts payable included purchases ol available-lor-sale short-term investments of $8.7 million as
of December 31, 2019, No amounts were included as of December 31, 2020 and December 31, 2018.

See accompanying notes to consolidated finaneial statements,
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MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabulay Dollars in Thousands, Except Per Share Amaounts)

L, ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization — Monster Beverage Corporation (the “Company™) was incorporated n (he state of
Delaware. The Company 1s a holding company and has no operaling business except through its
consolidated subsidiaries,

Nature of Operations — The Company develops, markets, sells and distributes enevgy drink
beverages and concentrates for energy drink beverages, primarily under the following brand names: Mouvste
Encrgy®, Monster Energy Ultra®, Monster Rehab®. Monster MAXX®R, Java Monste®, Muscle
Monster®, Espresso Monster®, Punch Monster®, Juice Monster®, Monster Hydro®, Monster HydroSport
Super Fuel®, Monster Super Fuel®, Predator®, Fury®, Reign Tolul Body Fuel®®, Reign Infemo®
Thermogenic Fuel, Monster Dragon Tea®, NOS®, Full Throttle®, Bun®@, Mother®, Nualuw®, Ultra
Energy®. Play® and Power Play® (stylized). Relentless®, BPMEL BU®R, Gladiator®, Samurai® and
Livel®.

Basis of Presentation — The accompanying consolidated financial statemnents have been prepared in
aceordance with accounting principles generally aceepted in the United States of America ("GAAP™) and
melude the accounts of the Company and its consolhidated subsidiancs,

Principles of Consolidation — The Company consolidates all entities that it controls by ownership of
0 majority voting interest. All intercompany  balances and transactions have been eliminated in
consolidation.

Business Combinations — Business acquisilions are accounled for in accordance with Financial
Accounting  Standards Board (“FASB™) Accounting Standards Codification (“ASC™) 803 “Business
Combinations™. FASB ASC 805 requires the reporting enuty to wentfy the acquirer, detenmine the
acquisition date, recogmze and measure the identifiable tangible and intangible assels acquired, the
liabilities assumed and any non-controlling interest in the acquired entity, and recognize and measure
goodwill or a gain from the purchase. The acquirce’s results are meluded in the Company’s consolidaled
financial stalements from the date of acquisition. Assels acquired and liabilities assumed are recorded sl
their fair values and the excess of the purchase price over the amounts assined is recorded as goodwill,
Adjustments to fair value assessments are recorded to goodwill over the measurement period (not longer
thun twelve months). The acguisition method also requires that acgnisition-related transaction and post-
acquisition restructuring costs be charged to expense and requires the Compuny to recognize and measure
certain assets and liabilities including those arising from contingencies and contingent consideration in a
business combinatian.

Cash and Cash Equivalents — The Company considers all highly liguid investments with an origiual
matarity of three months or less from date of purchase (o he cash equivalents. Throughout the year, the
Company has had amounts on deposit at financial institutions that exceed the federally msured limits. The
Company has not experienced any loss as a resull of these deposits and does nol expect Lo incur any losses
in the future.

Invextments — The Company’s investments in debt securities are classified as either held-to-matuarity,
available-for-sale or trading, in accordance with FASB ASC 320. Held-to-maturity securities are those
securities that the Company has the positive intent and ability to hold until maturity. Trading sccurities are
those sceurities thal the Company intends o sell in the near tekm. All other securilies not included in the
held-to-maturity or trading category are classified as available-for-sale, Held-wo-maturity securities are
recorded at amortized cost which approximates fair market value. Trading securities are carried at fai value
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with unrealized gains and losses charged w earnings. Available-for-sale securities are carried at fair value
with wrealized gamns and losses recorded within accumulated other comprehensive meome (loss) as a
separate component of stockholders” equity. FASB ASC 820 defines fair value as the price that would be
received (o sell an asset or paid Lo transfer & liability in an orderly transaction between markel participants al
the measurement date. FASB ASC 820 also establishes a fair value hierarcliy which requires an entity 1o
maximize (he use ol observable inpuls, where available, Under FASB ASC 326-30-35, a securily is
considered to be impaired if the fair value of the security is less than its amortized
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MONSTER BEVERAGE CORTORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular Dollars in Thousauds, Except Per Share Amounts)

eost hasis. Where the decline in fair value below the amortized cost basis has resulted fron a eredit loss, the
Company will record an impairment relating to credit losses through an allowance for credit losses. The
allowance is limited by the amaount that the fair value is less than the amortized cost basis. Tmpairment that
has not been recorded through an allowance for credit losses 1s recorded through other comprehensive
income (loss), net of applicable taxes. The Company evaluates whether (he decling in lair value of ils
investmenls has resulted from credil loss or other factors at each quanier-end. This evaluation consists of a
review by management, and includes market pricing information and maturity dates for the secunnies held,
market and economic tends in the industry and information on the issuer’s financial conditon and, if
applicable, mformation on the puarantors” fumeial condition. Factors considered in determining whether an
impairment has resulted from credir loss or other factors wiclude the length of time and extent to which the
investment’s fair value hag been less than its cost basis, the tinancial condition and near-term prospects of
the igsuer and guarantors, including any specific events which may influence the operations of the issuer and
our inteat and ability (o retain the investment for a reasonable period of time sufficient to allow for any
anticipated recovery ol T value,

Aecounts Recenable — The Company evaluates the collectability of ils trade accounts recervable
based on a number of factors. Tn circumstances where the Company becomes aware of a speeific customer’s
inability to meet its financial abligations to the Company, a specific reserve for bad debts is estimated and
recorded, which reduces the recognized receivable to the estimated amount the Company believes will
ultimately be colleered. Tn addition to speecific eustomer dentification of potential bad debts, bad debt
charges are recorded based on lhe Conipany’s recent loss history and an overall assessment ol past due lrade
accounts teceivable outstanding,  [n accordance with FASB ASC 210-20-45, in its consolidated balance
sheets, the Company has presented accounts receivable, net of promotional allowances, only for those
custoners thal it allows et settlement. All other aecounts veceivable and related promotional allowances are
shown on a gross basis,

Mmventories — Invenlories are valued at the lower of Mist-in, (st-oul, cost or markel value (nel
realizahle value),

Property and Eguipiment - Property and equipment are stated at cost. Depreciation of fumiture and
fixtures, office and computer equipment, computer software. equipment, and vehicles is based on their
estimated uselul lives (three Lo len years) and is caleulaled using (he straighl-line method. Amortizabion of
leasehold improvements is based on the lesser of their estimated useful lives or the terms of the related
leases and 18 caleulaied using the straight-line method, Normal repairs and maintenance cosls are expensed
as inewrred. Expenditures thul materially inerease values or extend useful lives are capitalized. The related
costs and accumulated depreciation of disposed assets are eliminated and any resulting gain or loss on
disposition 15 included in net income.

Goaodwill -~ The Company records goodwill when the consideration paid for an acquisilion exceeds
the fair value of net tangible and intangible assels acquired, including related tax effects, Goodwill is not
amortized; instead goodwill is tested for impairment on an annual basis, or more frequently if the Company
believes indicators of impairment exist. The Company first assesses qualitative factors to determine whether
it is more-likely-than-not that the fair value of a reporting unit is less than its carrying value. If the Company
reasonably determuies thut il is more-likely-than-not that the fair viloe is less than the carrymg value, the
Company performs its annual, or interim, goodwill impaivment test by comparing the fair value of a
reporting unit with its carrying amount. The Company will recognize an impairment for (he amount by
which (he carrying amount exceeds a reporting unit’s fair value, For he years ended December 31, 2020,
2019 and 2018 there were no impairnents recorded and there are no accumulated impairment balances.
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Other Intongibles - Other Intangibles sre comprised primarily of mademarks that represent the

Company’s exclusive ownership of the Monster Energy®, m@. Monster Encrgy Ulra®®, Monster Dragon
Tea®, Unleash the Beasthi,
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MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular Dollars in Thousands, Except Per Share Amounts)

Manster Rehab®, Mouster MAXX®, Java Monster®, Muscle Monster®, Espresso Monster®, Punch
Manster®, Juice Monster®, Monster Hydro®, Monster HydroSport Super Fuel®, Monster Super Fuel®,
Reign Total Body Fucl®, Reign nferno, Predator®, Fury®, NOS®, Full Throttle®, Bum®, Mother®,
Nalu®, Ultra Energy®, Play®@ and Power Play® (stylized), Relentlesst®, BPM&, BUE, Gladator® and
Samurai® (rademarks, all used in connection with the manulaciure, sale and distribution of beverages, The
Company also owns a mumber of other trademarks, flavors and formulas in the United States, as well as ina
number of counties around the world, Tn accordance with FASB ASC 350, intangible assets with indefinite
lives are not amortized but instead are measured for impaicment at least annually, or when events indicate
that un unpmirment exists. The Company caleulates impanrment s the excess of the carrying value of its
indefinite-lived assets over their estimated fair value, If the carrying value exceeds the estimate of fair value
a write-down is recorded. The Company amoitizes its trademarks with finite useful lives over their
respective useful lives. For the year ended December 31, 2020, an impairment charge of $8.7 million was
recorded 1o intangibles. For the years ended December 31, 2019 and 2018 no impairments were recorded,

Leases — See Note 3.

Long-Lived Assets — Management vegularly reviews property and equipment and other long-lived
assels, including cerfain definite-lived ntangible assets, for possible impairment. This review occurs
annually, or more frequently if events or changes io circumstances indicate the carrying amount of the asset
miay not be recoverable. If there is indication of impairment, management then prepares an estimate of
future cash flows (undiscounted and without interest charges) expected to result from the use of the asset
and its eventual disposition. If these cash flows arc less than the carrying amount of the asset, an impairment
loss is recognized to write down the assel 10 its cstimated fair value. The fair value is cstimated using the
present value of the future cash flows discounted at a rale commensurate with management’s estimates of
the business risks, Preparation of estimated expected luture cash fows is inherently subjective and is based
on management’s best estimate of assumptions concerning expected future conditions. For the years ended
December 31, 2020, 2019 and 2018, there were no impairment indicalors identified, Long-lived assets held
[or sale are recorded at the lower ol their carrying amount or Fair value less cost o sell.

Foreign Currency Translation and Transactions — The aceounts of the Company’s foreign
subsidiaries are translated in accordance with FASB ASC 830). Fareign currency transaction gains and losses
are recognized in other expense, nel, al the Ume they occur. Nel loreign currency exchange pains or losses
resulting from the translation of assets and liabilities of foreign subsidiaries whose functional currency is not
the U.S. dollar are recorded as a pait of accumulated other comprehensive income (loss) in stockholders’
equity. Unrealized toreign currency exchange gains and losses on certain intercompany transactions that are
of a long-term investment nature (i.e., settlement is not planned or anticipated in the foreseeahle future) are
also recorded in accumulated other comprehensive income (loss) in stockholders” equity. During the years
ended December 31, 2020, 2019 and 2018, the Campany entered into forward currency exchange coniracts
with financial institutions to create an economic hedge to specifically manage a portion of the foreign
exchange risk coxposure associated with certain consolidaled subsidiaries non-functional currency
denominated assets and liabilitics. All foreign currency exchange contracts outstanding as of December 31,
2020 have terms of thuee months or less. The Company does not enter nto lorward cuvéncy exchange
contracts for speculation or trading purposes.

The Company has not designated its foreign currency exchange contracts as hedge transactions
under FASB ASC 815, Therefore, gains and losses on the Company’s foreign currency exchange contracts
are recognized in other income, net, in the consolidated statements of income, and are largely olTset by the
changes in the fair value of the underlying ¢conomically hedged item. For the years ¢nded December 31,
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2020, 2019 and 2018, aggregate foreign currency transaction losses, including the gains or losses on forward
currency cxchange contracts, amownted to $11.2 mllion, $4.1 million and
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MONSTER BEVERAGE CORT'ORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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S4.0 million, respectively, and have been recorded in other income, net, in the necompanying consolidated
statements of income.

Revenue Recognition — See Note 2.

Cost af Sales — Cost of sales consists of the costs of flavors. concentrates, supplement mgredienls
and/or beverage bases, the costs of raw marterials wilized in the manufacture of beverages, co-packing fees,
repacking fees, in-bound freight charges, as well as mrernal wansfer costs, warchouse expenses meurred
prior to the manufacture of the Company’s finished products and certain quality control costs. Tn addition,
the Company includes in cosls of sales certain costs such as depreciation, amortization and payroll costs that
relale Lo the direct manulacture by the Company of certain Navors and concentrates. Raw malerials account
for the largest portion of cost of sales. Raw malerials include cans, bottles, other containers, [avors,
ingredients and packaging malerials.

Operating Expenses — Operating expenses mclude selling expenses such as distnibution expenses 1o
transport. products to customers and warchousing expenses afler manufacture, as well as expenses for
advertising, sampling and in-store demonstration costs, costs for merchandise displays, point-of-sale
materials and premium ilems, sponsorship expenses, other markeling expenses and design expenses.
Operating expenses also include such costs as payroll costs, lravel costs, professional service lees ineluding
legal fees, termination payments made to certain of the Company's prior diswibutors, depreciation and other
general and sdministrative costs.

Freighr-Our Costs - For the years ended December 31, 2020, 2019 and 2018, freight-out costs
amounted o $134.1 million, $122.5 million and $128.5 million, respectively, and have been recorded in
operating expenses in the accompanying consolidated stalements of income.

Adveraising and Promotional Expenses — The Company accounts for advertising production costs by
expensing such production costs the first time the related advertising takes place. A significant amouut of
the Company’s promotional expenses result from payments under endorsement and sponsotship contracls.
Accounting tor endorsement and sponsorship payments is based upon specific contract provisions.
Gencerally, endorsement and sponsorship payments are cxpensed on a straight-line basis over the term of the
contract after piving recognition to the periodic performance compliance provisions of the conbracts,
Advertising and promotional expenses, including, bul not limited to, production costs amounted 10 $345.7
million, $391.6 million and $353.9 million for the years ended December 31, 2020, 2019 and 2018,
respectively, Advertising and promotional expenses are ineluded in operating expenses in the accompanying
cansohdated statements of mcome.

Income Taxes — The Company ufilizes the lability method of accounting for income laxes as sl
[orih in FASB ASC 740. Under the liability method, deferred taxes are determined based on the Lemporary
ditferences betwoen the financial statement and tax basis of assets and liabilities using tax rates expecied to
be in effect during the years in which the basis differences reverse. A valuation allowanee 15 recorded when
it is more likely than not that some of the deferred tax assets will not be realized. Tn determining the need for
valuation allowances the Company considers projected future taxable income and the availability of tax
planning strategies. 1 in the future the Company determines that it would not be able to realize its recorded
deferred lax assels, an increase i the valuation allowance would be recorded, decreasing carnings in the
period in which such determination is made,
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cxamination based upon the Company’s evaluation of the facts, cireumstances and information available at
the reporting date. For those tax positions where there is a greater than 50% likelihood that a tax benefit will
be sustained, the Company has recorded the largest amount of tax benefil (hat may polentially be realized
upon ultivgate settlement with a taxiog authority that has full
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MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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knowledge of all velovant informanon. For those income tax positions where there s less than 30%
likelthood that a tax benefit will be sustamed, no tax henetit has heen recogmzed in the financial statements,

Stock-Based Compensation — The Company accounts for stocle-based compensation under the
provisions of FASB ASC 718, The Company records compensation expense for employee siock oplions
based on the estimated (air value of the options on the date of granl using the Black-8choles-Merton option
pricibg fornmla. The Company records compensation expense for non-employee stock options hased on the
estimated faw value of the options as of the earlier of (1) the date at which a commitment for performance
by the non-emplovee to carn the stock option is reached or (2) the date at which the non-employee’s
performanee is complele, using the Black-Scholes-Merton option pricing formula,  Stock-based
compensation cost Tor restricted stock unils and performance share units is measured based on the closing
fair market value of the Company’s commion stock at the date of grant. In the event that (he Company has
the option and intent 1o settle a restricled stock unit or performance share unit in cash, the award is classilied
as a liability and revalued ar cach balance sheet date. See Note |5.

Net Ineome Per Cammon Share — Tn accordance with FASB ASC 260, net income per common
share, on a basic and dihued basis, is presented [or all periods, Basic net income per share is computed by
dividing net income by the weighted average number of common shares outstanding during each period,
Diluted net incomie per share is compuled by dividing net income by the weighted average number of
conumon and dilutive comimon equivalent shares outstanding, The calculation of common equivalent sharces
assumes the exercise of dilutive stock options, net of assumed treasury share repurchases at average market
prices. as applicable.

Concentrarfon of Risk - Cerlain of the Company’s products utilize components (raw malertals
and/or co-packing services) from a limited oumber of sources. A disruption in the supply ol sueh
componenls could signilicantly afleet the Company’s revenues [Fom those products, as allernalive sources of
such components may not be available 4t commereially reasonable rates or within a reasonably short time
period. The Company continues (o endeavor to seeure the availability of allermative sources for snch
components and nimimize the risk nf any disruption in production.

The Coca-Cola Company (“TCCC"), through certam wholly-owned subsidiaries (the “TCCC
Subsidiarics”), sceounted for approximately 2%, 2% and 3% of the Company’s net sales for the years ended
December 31, 2020, 2019 and 2018, respectively.

Coca-Cola Consalidated, Ine. accounted for approximately 12%, 13% and 13% of the Company’s
net sales for the years ended December 31. 2020, 2019 and 2018, respectively.

Reyes Coca-Cola Boutling, LLC accounted for approximately 11%, 11% and 12% ol the Company’s
net sales [or the yeurs ended December 31, 2020, 2019 and 2018, respectively,

Cocu-Cola European Partners accounted for approximately [0%of the Company’s net sales for the
years ended December 31, 2020, 2019 and 2018,

Credit Risk- The Company sells its products nationally and internationally, primarily to bottlers and
full service beverage distributors, retail grocery and specialty chains, wholesalers, club stores, muass
merchandisers, convenience chains, drug stores, loodservice customers, value stores, e-commeree relailers
aud the militory. The Company performs ongoing credit evaluations of its customers and generally does not
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require collateral. The Company maintains reserves for estimated credit losses, and historically, such losses
have been within management’s expectations.
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Fair Value of Financial tustrumoents — The canying value of the Company’s financial mstruments,
including cash and cash equivalents, accounts receivable, accounts payable and accrued liabibties,
approximate fair value due 1o the relatively short matarity of the respective instruments,

Use of Estimates — The preparation of the consolidated [inuncial statements i conlormily with
GAAP requires management 10 make estimates and assumptions that affect the reported amounts ol assets
and liabilitics and disclosure of contingent assets and linbilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period,  Actual results conld differ from
those estimales.

Recent Aceounting Pronouncenients

In December 2019, the Financial Accounting Standards Board (“FASB™) issued Accounting
Standards Update (“ASU™) No. 2019-12, “Simplifying the Accounting for Income Taxes™, as part of its
simplification mitiative to reduce the cost and complexity in accounting for income taxes. ASU No, 2019-12
removes certain exceptions related to the approach for mtra-period tax allocation, the methodology for
caleulating income taxes in an intevim period and the recognition of deferred tax liabilities for outside basis
differences. ASU No. 2019-12 also amends olher aspects of the guidance wo help simphify and promote
congistent application of GAAP. The guidance was efleetive for interim and annual periods beginning after
December 15, 2020, with early adoption permitied. The adoption of ASU No. 2019-12 did not havc a
material impact on the Compuny’s financial posivon, results of operations and liquidity.

In August 2018, the FASR issued ASU No. 2018-15, “Tntangibles-Goodwill and Other Tnternal-
Use Soltware (Topic 350): Customer's Accounting flor lmplementation Costs Tncurred in a Cloud
Computing Arrangement That is a Service Contract,” ASU No. 2018-15 aligns the requirements for
capitalizing implementation costs incurred in 4 hosting arvangement that is a service contract, with the
requirements for eapitalizing implementation costs incurred (o develop or obtain intemal-use software. ASU
No. 2018-15 was effective for the Company on a prospective or retrospective basis beginning on January 1,
2020, The adoption of ASU No. 2018-15 did not have a material impact on the Company’s financial
position, results of operations and liguidity.

In August 2018, the FASB issucd ASU No, 2018-14, “*Compensation-Retirement Benefits—Delined
Benefit Plans-General (Topic 715); Disclosure Framework—Changes to the Disclosure Requirements for
Defined Benefit Plans.” ASU No. 2018-14 removes certain disclosures that are not considered cost
beneficial, clarifies certain required disclosures and requires certain additional disclosures. ASU No. 2018-
14 was effective for the Company on a retrospective basis begimning n the year ending December 31, 2020,
The adoption of ASU No. 2018-14 did not have a material impact on the Company’s disclosures, financial
position, results of operations and liguidity.

In August 2018, the FASB issued ASU No. 2018-13, “Fair Value Measurement (Topic 820):
Disclosure Framework - Changes fo the Disclosure Requirements for Fair Value Measurement,” ASU No.
2018-13 removes certain disclosure requirements related to the fair value hierarchy, modifies existing
disclosure requirements related to measurement uncertainty and adds new disclosure requirements. ASU No.
2018-13 disclosure requivements include disclosing the changes in unrealized gains and losses for the period
included in other eomprehensive income for recurring Level 3 Tair value meagurements leld at the end of the
reporiing period and the range and weighled average ol significant unobservable inputs used o develop
Level 3 fair value measurements, ASU No. 2018-13 was effective for the Company beginning on January 1,
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2020, The adoption of ASU No. 2018-13 did not have a material impsct on the Company’s disclosures,
financial position, resulls of eperations and liguidity
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In January 2017, the FASB idssued ASU No, 2017-04, “Intangibles and Other (Topic 350):
Simphitfying the Test for Goodwill Impairment”, which eliminates the requircnient to caleulate the mmplicd
fuir value of goodwill, but rather requires an entity to record an impairment charge based on the excess of 4
reporting unic’s carrying value over its fair value. This amendment was effective for annual or ntevim
goodwill impairment lesls w (iscal years beginning afller December 15, 2019 The adaption of ASU No.
2017-04 did nov have a material impact on the Company’s linancial position, resulls of operations and
liguidity,

In June 2016, the FASRB i1ssued ASU No. 2016-13, “Financial Instruments - Credit Losses (Topie
326): Measurement of Credit Losses on Financial Instruments.” The accounting swandard changes the
methodology for measuring credit losses on financial instruments and the timing when such losses are
recorded, ASU No, 2016-13 was effective for (iscal years, and interim periods within those years, beginning
aller December 1S, 2019, The adoption of ASU No, 2016-13 did not have a material impact on the
Company’s disclosures, financial position, results of operations and liquidity.

2, REVENUE RECOGNITION

Revenues are accounted for in uccordance with ASC 606 "Revenue from Contracls with
Consumers”. The Company has three operating and reportable segments: (1) Monster Energy® Drinks
segment ("Mansier Energy® Drinks™), which is primarily comprised of the Company’s Monster Energy®
drinks and Reign Total Body Fuel® high performance energy drinks, (ii) Strategic Brands scgment
(*Strategic Brands”), which is primanly comprised of the various energy drink brands acquired from TCCC
in 2015 as well as the Company’s affordable energy brands, and (iii) Other segment (*Other™), which is
comprised of certain products sold by American Fruits and Flavors, LLC, a wholly-owned subsidhary of the
Company, to independenl third-party customers (the “AFF Third-Parly Products”™),

The Compuny’s Monster Energy® Drinks segment generales nel pperating revenues by selling
ready-to-drink packaged energy drinks primarily to bottlers and full service beverage botters/disiributors
{"bottlers/distributors™). In some cases, the Company sells divectly to retal grocery and specialty chains,
whalesalers, club stores, mass merchandisers, convenience chains. drag stores, foodservice customers, value
stores, e-commerce retailers and the military.

The Company’s Strategic Brands scgment primarily generaies nel operating revenues by sclling
“concentrates” and/or “beverage bases” to authorized bottling and ecanming operations. Such bottlers
generally combine the concentrates and/or beverage bases with sweeteners, water and other mgredients to
produce ready-to-drink packaged energy drinks. The ready-to-drink packaged energy drinks are then sold by
such bottlers to other bottlers/distributors and to retail grocery and specialty chains, wholesulers, club stores,
mass merchandisers, convenience chains, foodservice customers, drug stores, value stores, e-commerce
retailers and the military. To a lesser extent, the Strategic Brands segment generates nel operating revenues
hy selling certain ready-to-drink packaged energy drinks to bottlers/distributors,

The majority of the Company’s revenue is recognized when it satisfies a single performance
obligation by transferring control of its products to a customer. Control is generally transfered when the
Company’s products are cither shipped or delivered based on the terms contained within the underlying
contracts or agreements, Cerlain of the Company’s bottlers/distributors may also perform a separvale function
as a co-packer on the Company’s behalf. In such cases, control of the Company’s products passes lo such
hottlers/distributors when they notify the Company that they have taken possession or transferred the
relevant porlion of the Company’s finished goods. The Company’s general payment lenms are short-term in
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duration, The Company does not have significant financing components or payment terms. The Company
did not have any material unsatisfied perfonmmance obligations as of December 31, 2020 and December 31,
2014,
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The Company excludes from revenues all taxes assessed by a govermental aunthority that are
imposed on the sale ot its products and collected from customers.

Distribulion expenses to transport the Company’s products, where applicable, and warehousing
expense aller manufucture are accounted (or wilhin operating expenses.

Promotional and other allowances (variable consideration) recorded as a reduction to net sales,
primarily mclude consideration given to the Company's boltlers/distributlors v retail customers meluding,
but not limited to the following:

® discounts granted off list prices Lo support price promotions to end-consumers by retailers;

® reimburscments given fo the Company’s bottlers/distributors for agreed portions of their
promotional spend with retailers, mcluding slotting, shelf space allowances and other fees
for both new and existing products;

o the Company’s agreed share of fees given fo bottlers/distributors and/or divectly to retailers
for advertising, in-store marketing and promobional activities;

® the Company's agreed share of slotting, shelf space allowances and other [ees given
directly 1o retatlers, club stares and/or wholesalers;

= incenlives wiven o the Company’s botilers/distributors and/or retailevs lor achieving or
exceeding eertain predetermined sales goals;

= discounted or free products;
contractual fees given to the Company’s bottlers/distributors related to sales made directly
by the Company to certain customers thal fall within the bottlers’/distributors’ sales
terrilones; and

® commissious o TCCC based on (he Company’s sales to certain whally-owned subsidiaries
of TCCC (the “TCCC Subsidiaries™) and/oc 1o cerlain companies accounted for under the
equity method by TCCC (the “TCCC Reluted Parties”).

The Company's promotinnal allowance programs with its bottlers/distributors and/or retailers are
executed through separate agreements in the ordinary cowse of business. These agreements generally
proyide for pne or mare of the arrangemenls described above and aré of varying durations, typically ranging
from onc week to one year. The Company's promotional and other allowances arc caleulated based on
various progranis with botlless/distributors and retail customers, and aceruals are established at the time of
imitial producl sale for the Company’s anticipated liabilitics. These aceruals are based on agreed upon fenns
as well as the Company's historical experience with similar programs and require management’s judgment
with respect to estimating consumer participation and/or bottler/distributor and retail customer perfonmance
levels. Differences between such estimated expenses and actual expeunses for promotional and other
allowance costs have historically been insignificant and are recognized in earnings in the perod such
differences arve determined,

Amounts received pursuant to new and/or amended distribution agreements entered into with certain
bottlers/distributors relating to the costs associated with terminating the Company's prior distributors, are
aceounted for us revenue rutably over the anticipated 1ife of the respective diswibution agreements, generally
over 20 years.

The Company also enters inlo license agreemenls that generate revenues associaled willi third-party
sales of non-beverage products bearing the Company’s trademarks including, but not limited to, clothing,

hats, t-shiits, jackets, helimets and automotive wheels,
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Management believes that adequate provision has been made for cash discounts, returns and
spaoilage based oo the Company’s historical expericace.
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MONSTER BEVERAGE CORIPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
("Tabular Dollars in Thousands, Except Per Shave Amounts)

Disaggregation of Revenue

The following table disaggregates the Company’s revenue by geographical markets and reportable
segiments:

Year Ended December 35, 2020

Latin
America
1S andd unil
Net Sales Canada EMiAZ Asia Pacific  Caribbean Total
Manster Energy® Drinks $3.020.667 % 675.045 S 400317 & 209217 §4.305.246
Strategie Brands LAa6NG61 70,782 23475 5,236 266.354
Other 27,038 27.038
Tolal Nel Sales $3214566 § 745827 5 423792 § 214453 §$4.3598,638

Year Ended December 31, 2019

Latin
Amenci
118, and and
Nel Sales Cannda EMEA* Asia Pacilic Caribbean Total
Manster Energy® Drinks §2709701 8§ 599706 S 326.684 % 177938 53,904,029
Strategic Brands 173.96% 74,803 25,060 1,094 274,925
Other 21,465 — - — 21,865
Total Met Sales $2095534 § 674509 S 351,744 $ 179.032 $4.200.819

Year Bnded December 31, 2018

Latin
America
s and und
Net Sales Canadn EMEA® Asia Pacific  Carbbean Total
Monster Energy(® Drinles §$2.627000 8§ 300826 0§ 225172 5 145429 §3498427
Strategic Brands 179.677 77341 26,254 2,064 285,836
Other 22,920 — - — 22,920
Toral Ner Sales 52,879,597 § S7K667 § 251426 S 147493 $3807.183

*Ewroge, Middle Eastand Afvica ("EMEA ™)
Comtract Liabilities

Amounts received from cedain boltlers/distributors at inception of their distribution contracts or at
the inception of certain sales/marketing programs are accounted for as deferred revenue. As of December
31, 2020 and 2019, the Company had $309.9 million and $331.7 million of deferred revenue, respectively,
which is included in current and Jong-term deferred revenue in the Company’s consolidated balance sheef.
During the years ended December 31, 2020, 2019 and 2018, $42.1 million, $46.3 million and $44,3 million,
respectively, of deferred revenue, was recognized in net sales. See Nolte 10.

a7

hitps!//www.sec goviArchives/adgar/data/ass752/000110465221 02984 3/mnst-2020123 110k Ktm 171/219

MECO014782
Exhibit 66 Page 17] of 219 Opposer’s Notice of Reliance



TTAB Opposition No. 91248258
Monster Energy Company v. Monstro Coffee LLC

3232021 Iipsiwww sec.gowArchivesiedgar/dala/BE5752/00011 0465921 02984 3/minst-20201231x1 0ikhim

hitps{/www.sec.goviArchives/edgar/data/8E5752/000110466921029943/mnst-2020123 1% 10k htm 1721219

MECD14783
Exhibit 66 Page 172 of 219 Opposer’s Notice of Reliance



TTAB Opposition No, 91248258
Monster Energy Company v. Monstro Coffee LLC

/23102 hips:/iwvw sec gov/Archives/edgar/idatal865752/00011046592 102984 3/mns|-2020 123 1% 10k hin

Tible of Conic

MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular Dollars in Thousands, Except Per Share Amounts)

3. LEASES

The Company leases identified ussets comprising real estale and equipment  Real estate leases
consist primarily of office and warchouse space and equipment leases consist of vehieles and warehouse
equipment, At the inceplion ol a contraet, the Company assesses whelher (he contvact is, or conlains, o lease.
The Company’s assessiment is based on: (1) whether the contract involves the use of a distinet identified
asset, (2) whether the Company obtains the right to substantially all the cconomic benefit from the use of the
asset throughout the term, and (3) whether the Company has the rnight to direct the use of the assel. At
inceplion of a lease, the Company allocates the consideration 1 the contract to each ledse and non-lease
companent based on the component’s relative stand-alone price to determine the lease payments. Lease and
non-lease components are accounted for separalely.

Leases are ¢lassified as cither finance leases or aperating leases based on eriteria in ASC 842,
*Leases”, The Company’s operating leases are comprised of real estate and warchouse cquipment, and the
Company s finance leases are comprised of vehicles.

Right-of-use ("ROU") assets and lease labilities are recognized al the lease commencement date
based an the present value of lease payments over the lease term. As the Company's leases gencrally do not
provide an umplicit rate, the Company uses ils incremental borrowing vale based on the estimated rvale of
interest for collateralized borrowing over a similar term of the lease payments at commencement date. ROU
ussols also mclude any lease payments made and exclude lease incentives, Lease terms include options (o
extend or terminate the lease when it 18 reasonably certamn that the Company will exercise that opoon.

Certain of the Company’s real estate leases contain vanable lease payments, including payments
based on an index or rate. Variable lease payments based on an index or rate are initially measured using the
index or rate in effect al the lease commencement date. Additional payments bused on the ¢hange in an
index or rate, or payments based on a change in the Company’s portion of real estale taxes and imsurance,
ave recorded as a period expense when incurred.

Lease expense for operating leases, consisting of lease payments, is recognized on a straight-line
basis over the lease term and is included in operating expenses in the eensolidated stalement of income.
Lease cxpense (or linance leases consists of the amortization of the ROU asscl on a stright-ling basis over
the asset’s estimated useful life and is included in operating expenses in the consolidated sratement of
income. Interest expense on {inance leases is calculated nsing the amortized cost basis and is meluded m
other (expense) incame, net in the consolidated statement of imcome.

The Company's leases have remaining lease terms of less than one year 10 13 years. same of which
include options to extend the leases for up (o five years, and some of which include options (o terminate the
leases within one year. The Company has elected not lo recognize ROU assels and Jease habilities (or shorl-
term operating lcases that have a term of 12 months or |ess.

08
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The components of lease cost for the years ended December 31, 2020 and 2019 were as follows:

2020 2019
Operatmyg lease cost b 4637 § 4,890
Short-term léase cost 3,408 3,406
Variable lease cost 719 (A0
Finance leases:
Amaortization of ROU assets 626 4306
Ihlerest on lease labilities 39 56
Finance lease cost 663 452
Total lense cost B 04290 & 9 437

Rent expense under operating lease agreements was $6.1 mullion for the year ended December 31,
2018

Supplemental cash flow information for leases [or the years ended December 31, 2020 and 2019
were as {ollows:

2020 2019
Cash paid for amounts included in the measurement of lease
liabilities:
Operating cash flows trom operating |zases -3 3982 8 4.077
Operatmg cash flows from finance leases 39 50
Financing cash flows from finance leases 3,080 2,273
ROU assets obtained in exchange for lease obligations,
Finance leases 2417 2,866
Operating leases 3,003 34,931

ROU assets for operatng and lnance leases recogmized in Lhe consolidated balance sheets were
comprised ol the lollowing al:

Dicember 31, 2020

Real Estate  Lquipment  Total Balance Sheet Location
Operating leases § 22565 § 189 $22.754  Other Assels
Finance leases - 2,120 2,120 Properly and Equipment, nel

December 31, 2015

Reul Estate  Equipment  Total Balance Sheet Location
Operating leases § 30926 & 416 §31342  Other Asscts
Finance leases - 2632 2,632 Property and Equipment, net
99
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Operating and finance lease hablities recognized in the consalidated balance sheets were as follows
at:

Decenber 31, 2020
Operating Leases  Finance Leases

Accrued habilines § 5 e PR 799
Orher liabilities 17,342 24
Toital 5 20,513 § #23

December 31, 2019
Operaling Leases  Finance Leases

Aceraed liabilitics $ 2312 % 1,485
Otler habilitics 25,651 —
Tolal 53 28463 % 1,485

The weighied-average remaining lease terms and weighted-average discount rales for operating and
finance leases were as follows at;

December 31, 2020
Operating Leases Finance Leases
Weighred-average remmining lease term (years) 9.4 0.6
Weighted-average discount rite 3.6% 1.9 %

December 31,2019
Operating Leases  Finance Leases
Weighted-uverage reniuning lesse (enm (yeors) 10.1 0.6
Weighted-average discouni e 31 % 29%

The following table reconciles the undiscounted Tuture lease payments for operaling and tinance
lcascs to the operating and finance leases recorded i the consolidated balance sheet at December 31, 2020

Undiscounicd Future Lease Payments
Operating Leases  Finance Leases

2021 b X785 8 BO3

2022 3.131 I

2023 2,387 It

20024 1,899 3

2025 1,603

2026 and thereafter 11,588 —
Tolal lease payments 24393 828
Less impuled interest (3,880) (5)

Total 5 20,513 § 323

As of December 31, 2020, the Company did not have any significant additional operating or (inance
lgases that had not yel commenced.
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4, INVESTMENTS

The following table summanzes the Company’s mvestiments al:
4 pany

Continuous Continuous
(iross Gross Unrealized Uinrcalized
Unrcalized  Unrealized Luss Position  Loss Pogition
Amorfized  Holding Tolding Fair less than 12 greater than 12
December 31, 2020 Cosl Gains Losses falue Months Months
Available-for-sale
Short-term:
Commercial paper S 1VE8G 5 5 5119880 & — & =
Cenificates of deposit 20.387 20,387
Muticipal sceuritics 0,083 — — 9,083 — -
1.8, government agency
securities 81,521 13 3 51,331 3 —
1I.5. treasuries 650,380 150 [ (030,467 [GLL —
Long-term:
1.8, government agency
securitics 10,350 1 - 10,351 — -
1.8, treasuries 33,946 I T 33,940 7
Tortal 5925559 8§ 65§ 79  $925.645 % ¢ 5 —
Continuous Continuous
Citoss Ciross Unrealized Tnrealized
Tnrealized  Unrealized Loss Position  Loss Position
Amortized  Holding Holding Faw less than 12 greater than |12
December 31. 2019 Cost Gains Losses Value Months Months
Available-for-sale
Short-term:
Cominercial papet S 83478 & S a 83478 % S
Cerilicates ot deposit 28,049 — — 28,049 = —
Mumnicipal securines 147983 145 a0 148,108 20 -
1.8, government ugency
seeutitics 40,620 5 as 440,590 33 —
.S, treasurics 211,055 134 3l 201,158 31 -
Variable rate demand notes 21,680 — — 21,680 - -
Long-lerm:
Municipal seenritics 1,562 | 1,561 | —
U.S. govermment agency
secunties 5267 — | 5,266 | —
T1.8. treasuries 6,077 1 — 6.078 —~ —
Total 3545771 § 285 3 RE  $345968 § RE § -

During the years ended December 31, 2020, 2019 and 2018, realized gains or losses recognized on
the sale of investments were not significant,

The Company’s investments al December 31, 2020 and 2019 carried investmen( grade credil ralings,
Variable rate demand notes (“VRDNs") are floating rate municipal bonds with embedded put options that
allow the bondholder lo sell the seeurily al par plus acerued interest. All of the put options are secured by a
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the VRDNS to be ligmidated at par on a same day, or more gencrally, oo 4 seven-day scitlement basis,

101

hitps:/iww.sec.goviArchives/edgar/dalal865752/00011 046592102994 3/mnst-20201231x 10k htm 179/219

MEC014790
Exhibit 66 Page 179 of 219 Opposer’s Notice of Reliance



TTAB Opposition Mo, 91248258
Maonster Energy Company v. Monstro Coffee LLC

W232021

hitps:ifwww sec guvlArchivesfednar/dalalBa57 52100011 046592102994 3/mns!-20201237 x 10K him

Table af Contents

MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular Dollars in Thousands, Except Per Share Amounts)

ar

Less than | year:
Commereial poper
Municipal securitics
(LS. gavermiment ageney seouritics
Certificates of deposit
LS. trensurics

Due | -10 years:
Municipal securilies
LS, heasunes
TLS. goverimenl ageney securities
Variahle rate demand notes

Due 11 - 20 yeurs:
Vurable rate demand nates

Due 21 - 30 years:
Variable rate demand noles

Dug 31 - 40 years:
Vanable rate deimand noles

Toral

December 31, 2020

December 31, 2019

Amoriized Cost Far Value  Amortized Cost Faw Value
i [19.886  $119886 § 83478 § Bi47H
9,083 9,083 147, U3 148,108

Bl1.521 81,531 40,620 40,390

20,387 20,387 28,049 18,049
650,386 650,467 211,055 21,158

1,562 1,561

33,946 33.940 6,077 6078

10,350 10,351 5,267 3,260

3,905 3,805

— — 8.BRG K.BRG

6,885 0,885

g - 2,004 1.004

5 025559 3435645 § 545,771 5545968

FAIR VALUE OF CERTAIN FINANCIAL ASSETS AND LIABILITIES

The following table simmarizes the underlying contractual matoritics of the Company’s investments

FASB ASC 820 provides a framework for measuring fair value and requires expanded disclosures

regarding fair value measurements, FASB ASC 820 defines fur value as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction betwesn market participants at the
measurement date. FASB ASC 820 also establishes a fair value hierarchy which requires an enhity to
maximize the use of observable inputs, where available, The three levels of inpuls required by the standard
thal the Company uses 10 mmeaswre fair value are sumnmarized below.

& Level 1: Quoted prices in active markets for identical assets or liahilities.

Level 2: Observable inputs other than Level | prices. such as quoted prices for similar assets or
liabililies; quoted prices in markets thal are nol aclive; or other inpuls that are observable or can be
corroboraled by observable market data for substantially the full teem of the rclated assets or

liablities.

Level 3: Unobservable inputs that are supported by little or no market acuvity and that are

significant 10 the fair value of the assets or liabilities,

FASB ASC 820 requires the use of observable market inputs (quoted markel prices) when
measuring fair value and requires a Level 1 quoted price o be used to measure fair value whenever possible,
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The following tables present the fair value of Company's financial assets and labilities that arc
recorded at fair value on a reenrring basis, segregated among the appropriate levels withm the fair value
merarchy at:

December 31, 2020 level | Level 2 Level 3 Total
Cash § 796421 § — & — § 796421
Money market funds 352,730 — — 352,730
Certificates of deposil 23,137 — 23,137
Commereial paper 130,883 130,883
Municipal sceuritics - 9,083 — 9,083
IS government ageney seeuritics — 91,882 — 9], BE2
LS, treasurics - 701,922 — 701,922
Foreign cuimency denvatives — (2,578) = (2,578)
Total $1.149,151  $954329 § $2.103 480

Amounis meluded i,

Cash und cash cquivalents S1,149,151  § 31262 § —  SLIK0A413
Short-term investiments BR1,354 SB1,354
Avcounls recervable, net — 69 - 69
Investments - 44,291 — 44,291
Aceciued habibibes = (2,647) - (2,647)
Total £1,149.151 $954329 § —  52,103.480
December 31. 2018 Level 1 Level 2 Level 3 Toral
Cash $518,178 & — & — % 518,178
Muney market linds 191,131 — — 191,13}
Cerlificates of deposit —_ 28,049 - 28,049
Commerenl paper — 96,867 — 96,867
Variable rate demand noles — 21,680 — 21,680
Mumeipal sceuritics - (67,224 — 167,224
LLS, govemment agency sceurilics -— 73,634 = 73,634
U.S. treasuries — 247,162 - 247162
Foreign currency dertvatives (68T) (6BT)
Total $709,309 5633929 & —  §1.343 238
Amounts neluded in:
Casly and cash equivalents $708309 § 88648 S — 8§ 797957
Shork-tenm investments — 533,063 — 533,063
Accounts reeeivable, net 329 329
Inveslinenls 12,905 — 12,905
Accrued linbilities — (1,016) — (1,016)
Totul $709.300  $633,929 3 —  §1.343,23R
103
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All of the Company’s short-term and long-term investments are classified within Level 1 or Level 2
within the fair value hierarchy. The Compauy’s valuation of its Level 1 investments, which melude money
market funds, is based on quoted market prices in active markets for identical securities, The Company’s
valuation of its Level 2 investments, which include municipal securities, commercial paper, U.S. treasuries,
certificates of deposit, VRDNs and U.S. government agency sceurilies, is based on other observable mputs,
specifically a markel approach which utilizes valuation models, pricing systems, mathematical tools and
other relevant information for the same or similar securities, The Company’s valuation ot 1ts Level 2 torcign
currency exchange contracts is based on quoted marlet prices of the same or similar instruments, adjusted
far counterparty nsk. There were no transfers between Level | and Level 2 measurements during the yedrs
ended December 31, 2020 and 2019, and there were no changes in the Company's valuation techniques.

6. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

The Company is exposed to foreign currency exchange rate risks related primarily to its foreign
business operations. During the years ended December 31, 2020, 2019 and 2018, the Company entered into
forward currency exchange contracts with financial mstitutions to create un economic hedge to specifically
manage a portion of the foreign exchange risk exposure associated with certain consolidated subsidiaries’
non-functional currency denominated assets and liabilities. All foreign currency exchange contracts entered
inlo by the Company that were outstanding as ol December 31, 2020 have fenug of three months or less. The
Company does nol enter into {orward currency exchange contracts for speculation or trading purposes.

The Company has not designated i1s foreign curreney exchange contracts as hedge transactions
under FASB ASC 815. Therefore, gains and losses on the Company’s foreign currency exchange contracts
are recognized in other income, net, in the consolidated statements af income, and are largely oftset by the
changes in the fair value ol the underlying economically hedged ilem.
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‘The notional amount and fair value of all outstanding foreign curreney derivarive instruments n the

consolidated balance sheets consist of the following at:

December 31, 2020

Derivatives ot designated as

hedging instruments under Naotional Fan
FASB ASC 815-20 Amount Value Balance Sheet Location
Assels:
Foreign cirrency exchange contracts:
Receive SGD/pay USD b 18,713 § 41 Accounts receivable, net
Receive RSD/pay 115D 10,127 28 Azcounts reccivable, et
Liabilitics:
Foreign currency exchange contracls:
Receive EUR/pay USD b o1.2u8808 8 (L768)  Accred liabilities
Receive USD/pay GBP 35,256 (416)  Accrued liabilities
Receive USD/pay AUD 5,308 (130} Accrued liabililies
Receive USD/pay ZAR 2403 1106)  Accrued habilities
Receive USD/pay COP 5,436 (93)  Acerned liabilitics
Regeive USD/pay CNY 12,344 (50)  Accrued liabilities
Receive USD/pay RUB 7.780 (40)y  Accrued liabilities
Receive NOK/pay USD 4411 (18)  Accrued liabilities
Receive USD/pay NZD 2,290 (13)  Accred liabilities
Receive SEK/puy USD 1275 (10)  Accmed labilities
Receive USD/pay DKK 3,151 (3)  Accrued liabilities
December 31, 2014
Devivatives not designaied as
hedging instuments nnder Nutional Far
FASB ASC B13-20) Aoant Value Balance Sheet Location
Assets:
Foreign clurency exchange coniracts:
Receive EUR/pay USD S 26731 § 246  Accounts receivable, net
Receive RSD/pay 11SD 9,014 59 Accounts receivable, ne
Reccive NOK/pay LIS 2122 17 Accounts receivable, net
Receive USD/pay SGD 1.555 7 Accomuts recetvable, net
Liabilitics:
Foreign currency exchange conlracls:
Receive USD/pay GBP § 38406 % (6595)  Accrued habilitics
Receive USD/pay AUD 12,819 (172)  Aceried liabilities
Receive USD/pay RUB 12,777 (55)  Accried linbilities
Receive USD/pay NZD 307 (33)  Accrued liabilitics
Receive USD/pay ZAR 3,349 (32)  Accrued labilities
Receive USD/pay COP 3,793 (18)  Acerued liabilities
Receive USD/pay DKK 1,283 (11)  Accrued liabilitics
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The net gam (loss) on derivative insttuments in the consolidated statements of income was as
fallows.
Amount of gain (loss)
reeagmized i income on
derivalives
Derivatives not designated as Location of’ gain (loss) Year emded
hedging instruments under recognized in income an Deeember 31, December 31, Deecmber 31,
FASB ASC B15-20 dervatives 2020 2019 2018
Fuoveign currencey exchange contracts Other (expense) income, net 8 (3,317) & (2,555} 8 9.737
T INVIEENTORIES
Tnventories consist of the following al December 31,
2020 2009
Raw malenals $155 1ab  $134 8BRS
Finished goods 177.919 225 846
$333,085 5360,731
b PROPERTY AND EQUIPMENT, Net
Property and equipment consist of the following at December 31:
2020 2019
Land § 85876 § 18,275
Leaselold unprovements 11,524 10,417
Furniture and fistures 8271 5420
Ofhee and computer equipment 21.657 22,766
Compulet software 6,945 4,450
Equipment 185,348 214,293
Buildings 156.616 126,338
Vehiclgs 43,173 41,100
519410 306,074
T.ess; accurnulated deproeiation and atnortization (204,754)  (207.434)
§ 314,656 & 298,640
Total depreciaton and amortization expense reeorded was §49.3 million, $49.1 million and 345.0
million for the years ended December 31, 2020, 2019 and 2018, respectively.
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0 GOODWILL AND OTHER INTANGIBLE ASSETS

The following s a roll-forward of goodwill for the years ended December 31, 2020 and 2019 by
reportable segment:

Monster

Energy®  Strategic

Drinks Brands Other Total
Halance at December 31, 2019 $093.644  §637.999 $§ — §1.331,643

Acquisitions

Balance ac December 31, 2020 $693,644  $637990 0§ — 31,331,045
Maonster
Encrgy®  Stralcgic
Dhinks Brands Other Tatal
Ralance at December 31, 2018 $693,644  §637.999 § $1,331,643
Acquisitions — — - —
Baliee at December 31, 2019 $693.644 S637999 § — 81331043
Intangible assels consist of (the tollowing at.
December 31, December 31,
2020 2019
Amortizing intangibles b 66,875 % 66,949
Accumulated amortization (56.801) (49.128)
10,074 17,821
Non-nmottizing intangihles 1,048,972 1,034,254
$ L059046 % 1,052,108

Amortizing intangibles primarily consist of customer relationships. All amortizing intangibles have
been assigned an estimated finite useful life and such intangibles are amortized on a straight-line basis over
the number of vears thal approximate their respective useful lives, generally five lo seven years. Total
amortization expense recorded was §7.7 million, §11.6 million and $11.9 million for the years ended
December 31, 2020, 2019 and 2018, respectively. Total impainnent recorded was $8.7 million [or the year
ended December 31, 2020, No impainment was recorded for the years ended December 31, 2019 and 2018,
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The following is the fture estimated amortization cxpeuse related to amortizing intangibles as of
December 31, 2020:

Year Ending December 31

2021 $ 4426
2022 4.405
2023 1,11
2024 13
2025 13
2026 and therealler 106
5 10,074
—_—

At December 31, 2020, non-amortizing intangibles primarily consist of indefinite-lived tradenames,
Mavors and Tarmulas.

10 DISTRIBUTION AGREEMENTS

I accordance with FASB ASC 420 “Exat or Disposal Cost Obligations”™, the Company expenscs
distributor Lermination costs in the period in which the written notification of termination occurs. As
result, the Company incurred termination costs of §0.2 million, §11.3 million and $26.6 million Tor the years
ended December 31, 2020, 2019 and 2018, respectively. Such lerminalion costs have been expensed in full
and are included in operating expenscs for the years ended December 31, 2020, 2019 and 2018,

In the normal course of busmness, amounts received pursuant to new and/or amended distribution
agreements enlered into with certain bottlers/distributors, relating to the costs associated with terminating
agreements with the Company's prior distributors, are accounted for as deferred revenue and are recognized
as revenue ratably over the anticipaled life of the respeclive distribution agreement, generally 20 years.
Revenue recognized was $21.4 million, $25.0 million and $21.9 milliod for (be years ended December 31,
2020, 2019 and 2018, respectively.

11, DEBT

The Company entered into a credit facility with Comerica Bank (“Comerica™) consisting of a
revolving line of credit, which was amended in April 2020, under which the Company may borrow up to
$10.0 million of non-collateralized debt, The revolving line of credit is effective through June 1, 2025,
Interest on borrowings under the line of credil is based on Comerica’s base (prime) nate nunus 1.00% Lo
1.50%, or London Interbank Offered Rates plus an additional percentage of 1.25% to 1.75%, depending
upoti certain financial ratios maintained by the Company. The Company had no outstanding borrowings o
this line of credit at December 31, 2020. Under this revolving hine of credit, the Company may also 1ssue
standby Letters of Credit with an aggregate amount of up to $4.0 million. The fee on the standby Letters of
Credit ranges [rom 1,00% to 1.50% depending upon certaity (Thancial ralios mainlained by the Company.
The Company had no oulstanding standby Lellers of Credit al December 31, 2020.

In December 2016, the Company entered mto a eredit facility with HSBC Bank (China) Company
Limited, Shanghai Branch conststing of a non-collaterahzed working capital line of credit. In Febmary
2018, the working capital linc limit was increased to 515.0 million, At December 31, 2020, the interest rate
on borrowings under the line of credit was 5.3%. As of December 31, 2020, the Company had no amounts
outstanding on this line ol eredil.
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12. COMMITMENTS AND CONTINGENCIES
The Company is obligated under vartous non-cancellable lease agreements providing for office
space, warchouse spacce, vehicles and warchouse cquipment that expire at various dates through the year

2033. See Note 3.

Contraciual Obligations — The Company had the (ollowing contractual obligations related primarily
lo sponisorships and other commitments as ol December 31, 2020:

Year Ending December 31

2021 § 97979
2022 25 409
2023 3,814
2024 41
2025 12

2026 and therealter e
5 129,255

Purchase Commitments - The Company had purchase commilments aggregating approximalely
SI01.8 million at December 31, 2020, which rcpresent commitments made by the Company and its
subsidiaries to various suppliers of raw materials tor the production of its products, These obligations vary
n terms, but are generally satisfied within one year,

The Company purchases various raw material items, including, but not limited to, flavors,
ingredients, supplement mpredients, contatners, milk, glucose, sucrilose, cream and protein, from a limited
number of suppliers. An interruption in supply from any of such resources could resull in the Company's
inability to produce certain products for Innited or possibly extended periods of time, The aggregate value of
purchases from suppliers of such Jimited resources deseribed shove for the years ended December 31, 2020,
2019 and 2018 was $401.8 million, §335.3 million and $289.6 million, respectively.

Guarantees — The Company from lime (o Ume enlers inlo certain types of contracts Lhat
conlingently require the Company to indeminify parties against third-parly clanns. These contracts primarily
relate to: (i) certain agreements with the Company’s officers, directors and employees under which the
Company may be required to indemnify such persons for liabilities arising out of their employment
relationship, (i) certain distribution or purchase agregments under which the Company may have to
indemnify the Company’s customers from any claim, liability or loss arising out of any actual or alleged
injury or damages suffered in connection with the consmmption or purchase of the Company’s products or
the use of Company trademarks, and (iii) certain real estate leases, under which the Company may be
required to indemnify property owners for liabilities and other claims aviging from the Company’s use of the
applicable premises. The terms of such obligations vary and typically, a maximum obligation is not
explicitly stated. Generally, the Company believes that its insurance coverage is adequate lo cover any
resulting liabilities or claims.

Litigation — From time to time in the normal course of business, the Company is named in litigation,
including labor and employment malters, personal injury matters, consumer class actions, intellectual
property maiters and claims trom prior distibutors.  Although it is not possible to predict the ultimate
outcome of such litigation, based on the facts known lo the Company, managemenl believes that such
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On September 18, 2020, a derivative complamnt was filed on purported behalf of the Company in the
United States District Court for the Central District of California. The action is styled Falar v Sacks, et al,,
8: 2M-ev-001 782, and asserts claims against cerlain officers, current and former directors, anmd employees of
the Company. including Rodney C. Sacks, Hilton H, Schlosberg, Guy P. Carling, Thomas J. Kelly. Emehe C.
Tirve, Mark 1. Hall, Kathleen E. Ciaramello, Gary P. Fayard, Teanne P, Jackson, Steven (i Pizula, Benjamin
M. Polk, Sydney Selati and Mark 8, Vidergauz (collectively, the “Individual Defendants™). The Company is
named as 4 nominal defendant,

The deyivative complaint alleges, among other things, that the Individual Defendants breached their
fiduciary duties to the Company by allowing others to cause, or themselves causing, the Company to hide
discrimination and failing to ensure sufficient diversity, including by permitting conduct to oecur that was
inconsistent with stalements made in the Company’s policies and disclosures, and Luling 10 ensure the
Company's compliance with kaws regarding diversity and anti-discrimination. The complaint also asserts
claims for abuse of control, unjust enrichment and violation of Section 14(a) of the Securitics Fxchange Act
of 1934, as amnended (the “Exchange Act™). The complaint secks from the Individual Defendants an
unspecified amount of damages, restitubion, punitive damages and costs Lo be pard ta the Company, and
seeles ta require the Company Lo adopt corporate governance reforms, and other equitable relief.

On January 15, 2021, the Company filed a motion to dismiss the action because the plaintifl failed
1o make a demand on the Company as required by Federal Rule ot Civil Procedure 23.1 or to show that
demand would bave been futile. The Individual Defendants also filed a motion (o dismiss the complaint for
tuilure to state a claim agamst the Individual Defendants, among other reasons. Those motions are scheduled
for hearmg i the 2021 second quarter. While the Company continues to evaluate these clanms, management
believes that such litigation will likely not have a malerial adverse effect on the Company’s financial
position ar resulls of operations.

The Coimpany cviluales, on a quarlerly basis, developmenls in legal procecdings and other matlers
thal could eause an increase or decrease in the amount of the lability that 15 acerued, if any, and any related
msarance remmbursements. As of December 31, 2020, the Company’s consohidated balance sheet inchnded
acerued loss contingencies of approximately §18.4 million.

13. ACCUMULATED OTHER COMPREHENSIVE INCOME (1.0OSS)

The components of aceumulated other comprehensive income (loss) are as follows ar December 31

2020 2019
Accumulated net unreallzed (gain) loss on available-for-sale
securilics 3 B4 §F 194
Forcigh cirrency translation adjustments, net of tax 2950 (32.581)
Total accumutated other comprehensive income (loss) S 3.034  $(32.587)

14, TREASURY STOCK PURCHASE

On February 26, 2019, the Company’s Board of Directors anthotized a share repurchase program for
the purchase of up to $500.0 million of the Company’s outstanding common stock (the “February 2019
Repurchase Plan™). During the year ended December 31, 2020, the Company purchased 0.6 million shares
of common slock at an average purchase price of $58.16 per share, for a total amount of $36.6 million
(excluding broker commissions), which exhausted the availability under the February 2019 Repurchase
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Plan. Such shares are included in common stock i reasury in the accompanying consolidated balance sheet
al December 31, 2020,
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On November 6, 2019, the Company’s Board of Dircctors authorized a new share repurchase
program for the purchase of up to 3500.0 million of the Company’s outstanding common stock (the
*November 2019 Repurchase Plan™). During the year ended December 31, 2020, the Company purchased
9.1 million shaves of common stock aL an average purchase price of 554,86 per share, for a total amount of
5499.9 million (excluding broker conunissions), which exhausted the availability under the November 2019
Repurchase Plan. Such shares are included in commen stock in treasury 1o the accompanying consolidated
balance sheet at December 31, 2020,

On March 13, 2020, the Company’s Board of Directors authorized a new share repuichase program
for the purchase of up to $500.0 million of the Company’s outstanding comimon stock (the "March 2020
Repurchase Plan”). During the year ended December 31, 2020, the Company purchased 1.0 million shares
of common stock al an average purchase price of $55,85 per share, for a lotal amounl of 558.5 million
(excluding broker commissions). under the March 2020 Repurchase Plan, Such shares are included in
common stock in treasury in the accompanying consolidared balance sheet at December 31, 2020. As of
March 1, 2021, §441.5 million remained available for repurchase under the March 2020 Repurchase Plan.

During the year ended December 31, 2020, 0.02 million shares of common stock were purchased
from employees in lieu of cash payments for options exercised or withholding taxes due for a tolal amount
of $1.0 million. While such purchases are considered comimon stock repurchases, they are not counted as
purchases against the Company’s authorized share repurchase programs. Such shares arve included in
common stock in wreasury in the acecompanying consolidated balance shect at December 31, 2020,

15. STOCK-BASED COMPENSATION

The Company has two stock-based compensation plans under which shares were available [or grant
#l December 31, 2020: (i) the Monster Beverage Corporation 2020 Omnibus Incentive Plan (the 2020
Omnibus Incentive Plun™), which includes the Monster Beverage Corporation Deferred Compensalion Plan
as a sub plan thereunder, and (ii) the Monster Beverage Corporation 2017 Compensation Plan for Non-
Employee Divectors, which mncludes the Monster Beverage Corporation Deferred Compensation Plan for
Non-Employee Directors as a sub plan thercunder. The 2020 Omnibus Incentive Plan was approved by the
Board of Directors on April 14, 2020 and approved by the stockholders of the Company at the annual
meeting of the Company’s stockholders held on June 3, 2020 (the "Effective Dale™). The 2020 Ommnibus
Incentive Plan replaced the Monster Beverage Corporation 2011 Omnibus Incentive Plan (the #2011
Oninibus Incentive Plan™),

The 2020 Ommnibus Ineentive Plan provides for the granting of stock options, stock appreciation
rights, restricted stock, restricted stock umits, performance awards, and other share-based awards up Lo an
apgregate of 46,169,367 shares of the Company’s commaon stock, comprised of 32,000,000 new shares of
common stock reserved under the 2020 Ompibus Incentive Plan and 14,169,367 shares of common stock
that were available for grant under the 2011 Omnibus Incentive Plan as of December 31, 2019 and prior to
the Effective Dale. Shares authonzed under the 2020 Omnibus Incentive Plan are reduced by one (1) share
for options or stock appreciation rights granted under the 2020 Omnibus Ineentive Plan and for any grants
after December 31, 2019 under the 2011 Omuibus Incentive Plan, and by 2.6 shares for each share granted
or issucd with respect o a Full Value Award under either the 2020 Ommnibus Incentive Plan or (or any shares
granted after December 31, 2019 under the 2011 Omnibus Theentive Plan. A “Full Value Award” is an award
other than an icentive stock option, a non-qualified stock option, or a stock appreciation right, which is
settled by the issuance of shares. Options granted under the 2020 Omnibus Incentive Plan may be incentive
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stock options under Scction 422 of the Intemal Revenue Code, as amended (the “Code”™), or non-qualified
stock options.
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Shares previously granted under the 2011 Ommibus Incentive Plan after December 31, 2019 and
prior o the Effective Date of the 2020 Omnibus Incentive Plan reduced the number of shares available for
grant under the 2020 Ommibus Incentive Plan.  As of December 31, 2020, 1,431.030 shares of the
Company’s common stock have been granted, net of cancellutions, and 44,201,385 shaves (as adjusted for
Full Value Awards) ol the Company’s common stock remain available for grant under the 2020 Omnibus
[ncentive Plan,

The Compensation Committee of the Board of Directors (the “Compensation Committee™) has sole
and exclusive authority to grant stock awards to all employees who are not new hires and Lo all new hires
who are subject to Section 16 of the Exchange Act. Each of the Compensation Cammitice and the Executive
Cominittee of the Board of Directors (the “Executive Commiltee”) independently has (he authority to grant
stock awards Lo new hires and employees teceiving a promotion who are nol Section 16 employces. Awards
granted by the Executive Committee are nol subject to approval or ratificalion by the Board of Directors or
the Compensation Cotnmittee. Opfions granted under the 2020 Omnibus Incentive Plan generally vest over a
three- to five-year period from the grant date and are generally excrcisable up to 10 years after the grant
date. Restricted stock units granted under the 2020 Omnibus Incentive Plan generally vest over a three- or
five-year period from the grant date. Performance share units will generally vest bused on the achievement
of performance goals specified tor the applicable award.

In 2016, the Company adopted the Delerred Compensation Plan (as a sub plan to the 2011 Omnibus
Incentive Plan), pursuant to which cligihle cmployces may cleet to defer cash and/or cquity based
compensation and to receive the deferred amounts, together with an investment retum (positive or negative),
either at a pre-determined time in the {uture or upon termination of their employment with the Company or
its subsidiaries or affiliates that are participating employers under the Deferred Compensation Plan, as
provided under the Delerred Compensation Plan and in relevaul deferral elections. Delerrals under the
Deferred Compensation Plan are unfunded and unsecured. As of December 31, 2020 deferrals under the
Deferred Compensalion Plan are solely comprised of cash compensation and equity compensation and are
not material in the aggregate.

Tn 2017, the Company adopted the 2017 Directors Plan, a successor plan to the 2009 Monster
Beverage Corporation Stock Incentive Plan for Non-Employee Directors. The 2017 Divectors Plan permits
the granting of stack options, stock appreciation rights, restricted sharves or restricted stock units, deferred
awards, dividend equivalents, and other share based-awards up lo an aggregate of 1,250,000 shares of
common stock of the Company to non-employee direetors of the Company.

Each calendar year, a non-employee director will receive an annual retainer and annual eguity
award, as provided for in the 2017 Directors Plan, which may be modified from time to time. Currently,
with respect to equity awards, each non-emplayee direclor receives an award af restricled stock units at each
annual meeting of the Company’s stockholders or promptly therealler. A non-employee director’s annual
award ol restricled stock units will generally vest on the earliest 1o occur of: (a) the last business day
immediately preceding the annual meeting of the Company’s stockholders in the calenday year {ollowing the
calendar year in which the grant date occurs, (b) a Change of Control (as defined in the 2017 Directors
Plan), (¢) the non-employee director’s death, or (d) the date of the uon-employee director’s separation from
service due Lo disability, so long as the non-employee director remains a non-employee divector through
such date. The Board of Directors may in its discretion award non-employee directors stock options, stock
appreciation righls, restricted stock and other share-based awards in lieu of or in addition to restricted stock
units. The Board of Directors may amend or terminate the 2017 Directors Plan al any time, subject fo
certain limitations set foith io the 2017 Directors Plan. As of December 31, 2020, 85,699 shares of the
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Company’s common stock bad been granted under the 2017 Divectors Plan, and 1,164,301 shares of the
Company’s common stock remain available for grant.
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[n 2017, the Company adopted the Deferred Compensation Plan for Non-Employee Dircetors (as a
sib plan to the 2017 Directors Plan), pursuant 1o which the Board of Directors may permit non-employce
directors to elect. at such times and th accordance with rules and procedures (or sub-plan) adopted by the
Roard of Diveclors (which are intended to comply with Section 409A of (he Code, as applicable), o receive
all or any portion ol such non-employee director’s compensation, whether payable in cash or in equily, on a
deferred basis. Deferrals under the Deferred Compensation Plan for Non-Employee Directors are unfunded
and unsecured. As of December 31, 2020, deferrals under the Deferred Compensation Plan for Non-
Employee Directors are solely comprised of cash compensation and eguity compensation and are not
material in the aggregate. The 2017 Directors Plan was adopled to effectuate any such deferrals. The 2017
Directors Plan is administered by the Board of Directors. Each award granted under the 2017 Divectors Plan
will be evidenced by a written agreement and will contain the terms and conditions that the Board of
Direetors deems appropriate,

Under the 2017 Directors Plan, the Board of Directors requires cach non-employee director to
satisfy the share ownership guidelines set forth below, ss may be amended by the Board of Directors from
tme to ome. The current share ownership guidelines provide that non-employee directors of the Company
must:

e Hold at least 9,000 shares of Company common stock. For this purpose, deferred shares or
deleired restricted stock units will be deemed held, to the extent vested.

o The minimum stock ownership level must be achieved by cach non-cmployee dircetor by the
third anniversary of such non-employee director’s initial appointment to the Board of Dircctors.

s (Ouce achieved, ownership of the guideline amount should be mamtamed for so long as the non-
employee ditector retains his or her seat on the Board of Dircctors,

e There may be rare instances where these guidelines would place 8 hardship on a non-employec
director. Tn these cases or in similar civeumstances, (he Board ol Direclors will make (he final
deersion as Lo developing an allernative stock ownership guideline [or a non-employee director
that reflects the intention of these guidelines and his or her personal circumstances.

The Company recorded §70,3 million, $63.4 million and $57.1 million of compensation expense
relating to outstanding options, Testricted stock units, performance share units and other share-based awards
during the years ended December 31, 2020, 2019 and 2018, respectively.

The tax benefit for tax deductions from non-qualified stock option exercises, disqualifying
dispositions of incentive stock options and vesting of restricted stoclk units and performanee share units {or
e years ended December 31, 2020, 2019 and 2018 was $10.5 million, $25.9 million and $8.5 million,
respectively.

Stock Oprions

Under the Company’s stock-hased compensation plans, all stock options granted throngh December
31, 2020 were granted at prices based on the fair value of the Company’s common stock on the date of
grant.. The Company records compensation expense for employee stock options based on the estimated fair
value of (he oplions on the date of grant using the Black-Scholes-Merton option pricing formula with the
assumplions included in the table below. The Company records compensation expense for non-employce
stock oplions based on (he estimated fair value of the options as of the earlier of (1) the date al which a
commitment for performance by the non-employee to earn the stock option is reached or (2) the date ar
which the non-employee’s performance is complete, using the Black-Scholes-Merton option pricing formula
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with the assumpntons inchaded in the table below. The Company uses historical data to determine the
exercise behavior, volatility and forfenure rate of the options.
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The following weighted-average assumplions were nscd to estimate the fair value of options granted

during;
2020 2019 2018
Dividend yield 0.0 % 0.0 % 0.0 %
Expected volatility 304 % 302 % 34.7 %
Risk-fiee interest rate 0.70 % 237 % 281 %
Expeeted term 58Years 6.0 Years  6.0) Years

Expected Volaulin: The Company uses historical volatility as it provides a reasopable estimate ol
the expected volatility, Historical volatility is based on the most recent volatility of the stock price over a

period ol thme equivalent to the expeeted tern of the option.

Risk-Free Inlerest Rute: The nsk-free interest rate is based an the 118, treasury zero coupon yield

curve in effect at the time pf grant for the expected term of the option.

Expected Term: The Company’s expected lerm represents the weighted-average period that the
Cumpany’s stock options are expected o be outstanding, The expected ternm is based on expected thne to
post-vesting exercise of options by employees. The Company uses historical exercise pattemns of previously
granted options to derive employee behavioral patterns used to torecast expected exercise pattems.

The following table sumimarizes the Company’s activities with respect lo its stock option plans as

follows:
Weighted-
Weiglited- Avernge
Average Remaining
Number of  Exercise  Contractual  Aggregile
Shares (in~ Price Per Term (In Intrinsic
Oplions thousands) Shure yedrs) Virlue
Outstanding al January 1, 2020 14941 % 4288 6.3 § 308,884
Granted 01/01/20 - 03/31/20 1.027 % 6245
Granted 04/01/20) - 06/30/20 — s
Granted 07/01/20 - 09/30/20 — % -
Granted 10/01/20 - 12/31/20 127 %, JT92
Exercised (1916 § 38.00
Concelled ov forfeited (91) & 5441
Ontstanding ul December 31, 2020 13,973 & 44.93 57 5 664,432
Vested and expected to vest in the future ot December 31, 2020 13,463 § 4443 57 5 646,907
Exercisable al December 31, 2020 8323 & 3736 45 1 458,734
114
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The following table summanizes information abonr stock options omtstanding and cxercisable at
December 31, 2020:

Options Oulstanding Oplions Exercisahle
Weighted

Averige Weghted Number Weighted

Number Remaimng Average Exercisable Average

Range of Excreisc Outstanding (In - Contracual Exervise (In Excreise

Prices (3) Thousands)  Term (Years) Price (§) Thousands) Price ()
$ 1135 - £ 1799 L4R3 2.3 3 1758 1,483 5 1758
5 18.64 - & 235 1,613 Bl 5 2305 1,613 § 2303
5 3605 - 5 36.05 Yy 4.0 $  36.05 9 5 3605
§ 310 - % 4364 1,033 5.6 § 4275 681 S 4233
§ 43.99 - & 4399 1,641 5.2 § 4394 1,185 § 43.99
$ 473 - § 4516 1,381 4.5 3 4510 1,494 S 450
$ 4555 - g 5150 147K 6.4 5 47.61 R26 S 40406
5 5324 - $ 5795 335 1.7 ¥ 3579 ik 5 5482
§ 5873 - § 5873 3,330 12 5 5873 G0 S 3873
§ 5897 - 5 7w 2370 8.0 3 0093 287 5 59.86
13.973 57 5 4493 8.323 5 3736

The weighted-average grant-date fair value of oplions granied during the years ended December 31,
2020, 2019 and 2018 was $18.82 per share, $20.17 per share and $22.37 per share, respectively. The total
intrinsic value of options exercised during the years ended December 31, 2020, 2019 and 2018 was $68.8
million, $220.2 million and $56.8 million, respectively.

Cash received from option exercises under all plans lor the years ended December 31, 2020, 2019
and 2018 was $72.9 million, $92.4 million and $25.9 million, respectively.

At December 31, 2020, there was $59.2 million of total nnrecognized compensation expense related
to non-vested options granted (o employees under the Company s share-based payment plans. That cost is
expected to be recognized over a weighted-average period of 2.1 years,

Restricted Stock Units and Performance Share Units

The cost of stock-based compensation for reswicted stock units and performance shace units 18
measured based on the closing Fair market vahie of the Company’s common stock al the date of grant. In the
event that the Company has the option and mtent to settle a restricted stock unit or perfurmance share unit in
cash, the award is classificd as a liability and revalued al cach balance sheet dale,

s
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The following table smmmarizes the Company’s acnivities with respect to non-vested restricted stock
units and performance share units as follows:

Weighted
Number of  Average
Shives (- (ant-Date
thousands)  Fur Value

Nen-vested al January 1. 2020 825 S 37.62
Granted 01/01/20 - 03/31/20 392 § 6239
Granted 04/0 /20 - 06/30/20 v 5 JI
Giranted 07/01/20 - (09/30/20 I & 78396
Ciranted 1001720 - 12/31/20 5 85 7304
Vested (287) & 55068
Forfeited/cancelled (6) 8§ 6472

Non-vested at Decerber 31, 2021) 947 8 a0.52

1The grant activity for performance shave iits s recorddd buved on the rrgetl pecformanee level carming 100% of targei
perfarmance share units, The aetual swmber of gecformance sliae waits encined could range from 0% ta 20004 of rorgel depéendent
on the pre-estublished perfarmmee goals

The weighted-average grant-dale fair value of restricted stock units and/or performance share wunits
granted during the years ended December 31, 2020, 2019 and 2018 was $62.97, $59.79 and $57.59 per
share, respectively. As of December 31. 2020, 0.8 million of restricted stock units and performance share
units are expected to vest.

At December 31, 2020, total unrecognized compensation expense relatng (o non-vested testricted
stack wnits and performance share units was 532.1 million, which s expected 1o be recogmzed over a
weighted-average period of 2.3 years.

Other Share-Bayed Awards

The Company has grauted other sharc-based awards 1o certam employces that are payable in cash.
These awards are classified as habilities ad ave valued based on the fair value of the award at the grant date
and are remeasured at each reporting date until settlement with compensation expense being recognized in
proportion to the completed requisite service period up until dite of settlement. AL December 31, 2020, other
share-bascd awards outstanding included grants that vest over three years payable in the first quarters of
2022 and 2023.

At December 31, 2020, there was §2.3 million of wotal unrceognized compensation expense related

io nonvested other share-based awards granted tw employees under the Company's stock-based
compensation plans. That cost is expected to be recngnized over a weighted-average period of 1.6 years.

16
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Enrplovee aud Non-Emplovee Share-Based Compensation Expense

The table below shows the amounts recognized wi the consolidated financial staterments for the years
ended December 31, 2020, 2019 and 2018 for share-based compensalion relaled to employees and non-
employees, Employee and non-employee share-based compensation expense of $70.3 million lor the year
ended December 31, 2020 is comprised of §9.4 million relating to incentive stock options, $2.7 million
relating 1o other sharve-based awards and $58.2 million relating to non-qualified stack options, restricted
units and performance tnits. Employee and non-employee share-based compensation expense of S63.4
million for the year ended December 31, 2019 is comprised of $10.0 million relating 1o meentive stock
options and §53.4 million relating to non-qualified stock options and restricted units. Employee and non-
employee share-based compensation expense of 357.1 million for the year ended December 31, 201§ is
comprised of $10.0 million relating to incentive slock options and $47.1 million reluting lo non-gualilicd
stock options and restricted unils,

2020 2019 2018
Operaling expenses S 0289 § 63356 % 37,111
Total employee and non-employee share-based compensation expense
meluded in income, before income tax 70,289 (M350 57111
Less: Amount of income tax benefit recogoized in camings (15,499) (36,320) (14,891)
Awmount charged agamst nel income S 54790 % 27030 0§ 42219

6. INCOME TAXES

The Company evaluated the various provisions ol the Tax Reform Act, mecludmg, the global
intangible low-taxed meome (“GTLTT?) and the foreign derived intangible income provisions. The Company
will treat any LS. tax on foreign eamnings under GILTT as a current period expense when incuyred.

The Company cwtently considers the earnings of iis foreign entities (excluding Japan) (o be
pennanently reinvested outside the United States based on estimates that fulwre domestic cash pencration
will be sufficicnt 1 meer future domestic cash needs. Accordingly, deforred ineome tiaxes have nol been
recorded tor the undistributed carmings of the Company's foreign subsidianies excludimg Tapan. Defened
income taxes have not been recorded for Japan, as any federal, state, or foreign withholding taxes associated
with the repatriation of those earnings would be immaterial.

The domestic and {oreign components of the Company’s income before provision [or income 1axes
are as follows:

Year Ended December 31,

2020 2019 2018
Doimestic™ $1,374402 S 1,196,883 5 [,100487
Foreign™ 251.755 219,079 192 785
Income before provision for income lages $ 1626157 8§ 1415962 § 1,293,272
*After intercampany rvallies, ment foes and intorest charges from the Company § domesiie (o foreign entiies of $54.2 illian, 354,.2 niillion

anel 8405 willion for the years anided Decenber 31, 2020, 2019 ond 2019, respectively.

17
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Comnponents of the provision for income taxes are as follows:

Year Ended December 31,

2020 2019 2018
Current:
TFederal § 239,073 8212068 5209147
Stale 43,704 30,982 41,934
Foreigh 70,658 55,167 42 54|
373,433 307,217 293,622
Dietomed:
Feideral 114010 8,320 9,804
Slale 4,709 (6,878) 1,644
Fortign (167,595) (4.219) {8.778)
(151.485) (2,777 3,670
Valuation allowance (5.387) 3687 3,970

§ 216,562 S$308.127  §$300,268

A recanciliation of the total provision for income taxes after applying the 1.8, federal statutory rate
of 21% to income before provision [or income (axes o the reported provision [or income laxes are as
follows for the yeurs ended:

Year Ended Decembar 31,

2020 20149 201R
U5, Federal tax expense al statatory rates B 341,493 §297352 $271,587
Stale income tves, net ol Tederal ax beneli 37,478 10,098 36,312
Permunent dillerences (L.064) (2,128) 3.606
Stock baged compensanon 1,097 (13,473) (370)
Tntra-company ransfer benefil (165,075) — —
Other (7388)  (12423)  (8.438)
Forergn rate differentil 15409 5,014 (6,405)
Valuation allowance (5,387) 3,687 3,976

$ 216563 §30%,127 5300268

118
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Major components of the Company’s deferred fax assets (liabilities) at December 31, 2020 and 2019

are as follows.

Deterred Tax Asseis
Reserve for sules returns
Reserve for inventory obsolescence
Reserve Tor marketng developiment fund
Capitalization of inventory costs
State franchise tax - current
Acertied compensation
Accrucd ocher libilitics
Deferred revenue
Stock-bised compensation
TForeign net operating loss carrylprward
Prepaid supplies
Termination payments
Operanng lease hiabilities
Iirangibles
Impairment-trademarks and others
Other deferred tax assets
Total gross deferved tax vssels

Deferved Tax Liabilitics:
Amuortization of trademarks
Intangibles
Stale Tramchise tux - defened
Operating lease ROU assets
Other deferred tax labililies
Depreciation

Tolal gross delerved tx liabilites

Valuarion Allowance

Net delered lax assets

2020 19
215 5 1410
2360 2,066
0,629 8,400
3,365 2310
42240 2346
1,284 1,944
7,464 5,674
75,592 #1903
23370 22,665
21,626 30,187
5.551 5,799
63,009 69,467
4.434 6,155
N87.6K7 —_—

2,055

27,164 17,615
§ 330100 5 256,740
$ (42,161) § (35227)
(76,047)
(6,318) (7,173)
(4,434) (6,155)
(58) (93)
9,363) (6,765)
63,334) _ (131,460)
(35,116) (40,503)
§ 241,650 § 84,777

During the years ended December 31, 2020, 2019 and 2018, the Company established full valuation
allowances against certain deferred tax assets, resulting from cumulative net operating losses incurred by
cerfain foreign subsidiaries of the Company. The effect of the valuation allowances and the subsequen(
related impact on the Company’s overall tax rale was (o decrease the Company’s provision for income taxes
by $5.4 million for the year ended December 31, 2020, and increase $3.7 million and $4.0 million for the
years ended December 31, 2019 and 2018, respectively. At December 31, 2020, the Company had net
operating loss carryforwards of approximately $84.5 million. Of this amount, $52.4 million may be carried
furward indefinitely. The remaining $32.1 million of net operating loss carryforwards will begin to expire m

20271,
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In October 2020, the Company completed an ira-entity transfor of intangible assets berween
certain of the Company’s foreign subsidiaries o better align its imternational strocture with its expanding
operations. The transfer resulted 10 a step-up of the tax-deductible basis in the tansferred assets in a foreign
jurisdiction, and created a temporary difference between the ax basis and book basis for such intangible
assels. The Company recognized deferred tax assets ol approximalely $165.1 million, with 4 corresponding
reduction to the provision for income faxes during the fourth quarier of 2020 in its consolidated financial
statements. The tax deductions for the amortization of the deferred tax assets will he recognized in the future
and any amortization not deducted for tax purposes will be carvied forward indefinitely. The tax impact on
the foreign subsidiavy transferor was not matenal.

The following is a roll-forward ol the Coampany’s lolal gross unrecognized lax benefits, not
including interest and penalties, for the years ended December 31, 2020, 2019 and 2018;

Grosy Untecognized Tax

Benefits

Balance at January 1, 2018 5 6,340
Additions for tax positions related ta the current year

Additions for tax positions related to the prior year 1,159
Decreases Tor tax positions related (o prior years (2,604)
Ralance at December 31, 2018 s 5,035
Additions for tax positions related (o the current year —
Additions for tax pesitions related to the prior year 1,833
Decresses for tx posinuns related w prior yeirs (3.875)
Balance at December 31, 2019 $ 2,993
Additions for tax positions related fo the current year =
Additions for bt positions velated (o the prior year —
Decreases fof lax positions telaced o prior years (2,251)
Ralance at December 31, 2020 b3 742

The Campany recognizes accerued interest and penalties related to unrecognized tax benefits in the
provision fof income taxes in the Company's consolidated linancial statements. As of December 31, 2020,
the Company had acerued approximately $0.1 million in interest and penalues related to unrccognized ax
benefitg, Il the Company were (o prevail on all uncertain tax positions it would not have a significant impact
on the Company’s effective tax rate,

Tt is expected that any change in the amount of unrecogmzed tax benefit change within the next 12
months will not be significant.

The Company is subject (o U.S, federal income tax as well as (o income (ax in multiple state and
foreign jurisdictions.

The Company is in various stages of exammation with certain states and certain foreign
jurisdictions, including the United Kingdom and Treland. The Company’s 2017 through 2019 TS, federal

income lax returns are subject to exammation by the IRS. The Company’s state income lax rcturns arc
subject 1o cxamination for the 2016 through 2019 tax years,

120}
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17. EARNINGS PER SHARE

A reconciliation of the weighted average shares used in the basic and diluted gamings per common
share computations [or the years ended December 31, 2020, 2019 and 2018 s presenied below (in
thousands).

2021 2019 2018

Weighted-average shares outstanding:

Nasic 529,639 342,191 557,166
Ilunve secunties 5,168 4417 7,088
Diluted S34B07 540,608 564,254

For the years ended December 31, 2020, 2019 and 2018, options and awards ontstanding totaling
1.8 million shures, 4.4 million shares and 3.2 million shares, respectively, were excluded Trom the
caleulations as their effect would have heen antidilutive.

18, EMPLOYEE BENEFIT PLAN

Employees of the Company may participate in the Monster Beverage Corporation 401(k) Plan, a
defined contribution plan, which qualifies under Seetion 401(k) of the Internal Revenue Code. Participating
employees may conlribule into a traditional plan with pretax galary or into a Roth plan with alter lax salary
up to statutory limits. The Company contributes 50% of the employee contribution, up to 8% of cach
employee’s eamings, which vest over four years (2 years of service = 50%, 3 yeurs ol service = 75%, 4
years of service = 100%). Matching contributions were $4.7 tmlhon, $3.4 million and 52 9 mmllon for the
years ended December 31, 2020), 2019 and 2018, respectively.

19 SEGMENT INFORMATION

The Company has three operating and reportable segments: (i) Monster Enerzy® Drinks segment,
which is primarily comprised of the Company’s Monster Energy® drinks and Reign Total Body Fuel® high
performance energy drinks, (i1) Strategic Brands segment, which is primarily comprised of the various
energy drink brands acquived from TCCC in 2015 as well as the Company's affordable energy brands, and
{111) Other segment, which 1s compnsed of the AFF Third-Party Products.

The Company’s Monster Energy® Drinks segment primarily gencrales nel operating vevenues by
selling ready-to-drink packaged drinks primarily to bottlers/distributors. In some cases, the Company sells
directly o retai) grocery and specialty chains, wholesalers, club stores, mass merchandisers, convenicnce
chains. drug stores, foodservice customers, value stores, e-commerce retailers and the military,

The Company’s Suategic Brands segment primarily penerates net operating revenues by selling
“concentrales”™ and/or “'beverage bases” to authorized botiling and canning operations. Such bolilers
penerally combine the concentrates and/or beverage bases with sweeieners, water and other ingredients to
produce ready-to-drink packaged energy drinks. The ready-to-drink paclkaged energy drinks are then sold by
such hoftlers to other bottlers/distributors and 1o retail grocery and specialty chains, wholesalers, club stores,
mass merchandisers, convenience chains, foodservice customers, drug stores, value stores, e-commerce
retailers and the military. To a lesser extenl. the Strategic Brands segment generates nel operaling revenues
by selling certain ready-lo-drink packaged energy drinks to bottlers/distributors:
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Generally. the Monster Energy® Drinks segment generates higher per case net operating revenues,
but lower per case gross profit margin percentages than the Strategic Brands segment.

Corporale and unallocaled amourits thal do not relate to a reportable segment have been allocated (o

“Corporate & Unallocated.” No asset information, other than goodwill and other inlangible assets, has been
provided in the Company’s reportable segments, as management does hat measure or allocate such assels on
a seginent basis.

(1)

)

Net sales:

Monster Bncrgy® Drinks'
Strategic Brands

Other

Corporate and unallacoted

Operating Tncome:

Monster Energy® Drinkst' &
Strategic Brundy

Other

Comorate and unallocated

Income before tax;

Monster Eneruyid Nrinkst) 24

Strategic Brands
Othuer
Carporale and unallocated

Depreciation and amortization;
Manster Fnergy® Drinks
Strategic Brands
Other
Corporate and unallocated

The net revenues derived from the Company’s reportable segments and other financial information
related therato for the years ended December 31, 2020, 2019 and 2018 are as follows:

2020 2019 2018
5 4305246 § 3,004,029 § 3,498,427
266,354 274,925 285,836
27.038 21.%65 22,920
S 4598,638 § 4.200,819 % 3.807,183
2020 2019 2018
S 1,820346  § 1565977  $ 1,371,062
155,047 164,053 176,520
5,030 1,650 5,362
(34%,170)  (330.741)  (269,325)
5 1,633,153 § 1,400,939 § 1,283,619
2020 2019 2018

S 1,820,625 8 1,567,022

155,047 164,049
5,933 3.653
(355 448) (318.764)

1372001

176,540
5,362

(260,631)

S 1,626,157 § 1,415,962

$ 1,293,272

Inclides §42.0 widlion, §46.3 willion and S44.3 oulfion for the vears ended December 31, 20240, 2019 and 2018,
respectively, releted 1o the recagnition of deferved vevenne

Includes §0.2 million, 8103 million and $26.6 million for the yeoars ewded December 31, 2020, 2009 wnd 2018,
respeciively, velated to disiribuior levatinafio casis.
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Corporate and unallocated expenses were $348.2 million tor the year ended December 31, 2020 and
mncluded $234.1 million of payroll costs, of which $69.9 million was atiributable to stock-based
compensation expense (See Note 15, "Stock-Based Compensation™), 567.6 million of professional service
expenses, including accounting and legal costs, $7.3 million of msurance costs and $39.0 million of other
operaling expenses,

Corporate and unallocated expenses were §330.7 million for the year ended December 31, 2019 and
included $203.3 million of payroll costs, of which $63.4 million was atiributable to stock-based
compensation expense (See Note 15, “Stock-Based Compensation™), §78.5 millton of professional service
expenses, including accounting and legal costs, $6.1 million of insurance costs and S42.8 million of other

operating expenses.

Corporate and unallocated expenses were 52693 million for the yesr ended December 31, 2018 and
included $174.9 million of payroll costs, of which $57.1 million was atiributable o stock-bascd
compensation expense (See Note 15, “Stock-Based Compensation™), $33.6 million of professional service
expenses, including accounting and legal costs, $6.0 million of insurance costs and $34.8 million of other
operaling expenses.

Coca-Cola Consolidaled, Ine. accounted for approximately 2%, 13% and 13% ol the Company's
net sales for the years ended December 31, 2020, 2019 and 2018, respectively.

Reyes Coca-Cola Bottling, T.L.C accounted for approximately 11%, 11% and 12% of the Company’s
net sales for the years ended December 31, 2020, 2019 and 2018, respectively.

Coca-Cola Europeim Partmers accounted (or approximalely 10% of the Company’s net sales for the
years ended December 31, 2020, 2019 and 2018.

Net sales to customers outsude the United States amounted to §1.51 biltion, $1.33 billion and $1.09
billion for the years ended December 31, 2020, 2019 and 2018, respectively. Such sales were approximately
33%, 32% and 29% of net sales for the years ended December 31, 2020, 2019 and 201 8, respectively,

Goodwill and other intangible assets for the Company's reportable segments as of December 31,
2020 and 2019 are as follows:

2020 2019
Goodwill and other inlangible assets:
Monster Energy® Drinks & 1,406,646 5 1,384,940
Strategic Brands 974,132 984,393
Olher 9911 14,415

Corporate and unallocated — —
§ 2,350,689 § 2383748

20. RELATED PARTY TRANSACTIONS

TCCC controls approximately 193% of the voting interests of the Company. The TCCC
Subsidiaries, the TCCC Rélated Parties and certain TCCC independent hottlers, purchase and distribute the
Company’s products in domestic and certamn international markets. The Company also pays TCCC a
commission based on certain sales within the TCCC distribution netwark.
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TCCC commissions, based on sales to the TCCC Subsidiaries and the TCCC Related Partics, for the
yeur ended December 31, 2020 were $56.5 million, and are included as a reduction to net sales. TCCC
commissions. based on sales Lo the TCCC Independent Bottlers for the year ended December 31, 2020 were
S21.4 million, and are included in operaling expenses.

TCCC commissions, based on sales to the TCCC Subsidiaries and the TCCC Related Parties, for (he
yvear ended December 31, 2019 were $50.1 million, and are included as a reduction to net sales. TCCC
commissions, based on sales to the TCCC Independent Bottlers for the vear ended December 31, 2019 were
S17.7 million, and are included in operating expenses.

TCCC commissions, based on sales Lo the TCCC Subsidiaries and the TCCC Related Pariies, for the
year ended December 31, 2018 were $48.0 million, and are mcluded as a reduction 10 net sales. TCCC
conmimissions, based on sales to the TCCC Independent Bottlers for the year ended December 31, 2018 were
S48 million, and are included in vperating expenscs,

Nel sales (o the TCCC Subsidiaries for the years ended December 31, 2020, 2019 and 2018 were
583.3 million, $79.5 million and 5132.5 million, respectively.

The Company also purchases concentrates from TCCT which are then sold to certain of the
Campany's bottlers/distributors. Concentrate purchases from TCCC were $23.9 million, $25.4 million and
5275 mullion for the years ended Decemnber 31, 2020, 2019 and 20138, respectively.

Certain TCCC Subsidiarics also contract manufacture certain of the Company’s Monster Encray®
brand energy drinks. Such contract maoulfacturing expenses were $17.2 million, $17.1 million and $22.8
million for the years ended Deeember 31, 2020, 2019 and 2018, respectively.

Accounts receivable, accounts payable and accrued promouonal allowances related to the TCCC
Subsidiaries are as follows at:

December 31, December 31,
2020 2019

44025 § 21,670
GO.7YZ) $ (18217
(5.834) $  (5321)
(15.446) & a

Accounts recetvable, net
Accounts payable

Accrued promolional allowances
Accried Labilities

B9 5 & B

One director of the Company through certain trusts, and a family member of one director, are
principal owners of a company that provides promational materials to the Company. Expenses incurred
with such company in connection with promotional materials purchased during the years ended December
31,2020, 2019 and 2018 were $2.1 million, $1.5 million and 81.8 million, respectively.

In December 2018, the Company and a direclor of the Company entered into a 50-50 partnership
that purchased land, and real property thereon, in Kona, Hawaii lor the purpose ol producing colfee
products. The Company’s initial 50% contribution of $1.9 million was accounted for as an equity
investment. During the year ended December 31, 2020, the Company recorded an equity loss of §0.3
million. As of December 31, 2020, the Company’s equity investment is $1.6 million and is included in other
assets (non-current) in the accompanying consolidated balance sheet at December 31, 2020.
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1. QUARTERLY FINANCIAL DATA (Unaudited)

Quarter ended:
Mareh 31, 2020
Tune 30, 2020
Scptember 30, 2020
Deeembier 31, 2020

Quarter coded:
March 31, 2019
June 30, 20019
Seplember 30, 2019
December 31,2019

Net Income per Convnon

Share
Net Sales  Gross Profit Wet Income Basic Diluted
51,062,097 § 637,196 S 2784835 % 052 § 0.52
1,093,896 (59,469 311,369 % 059 % 0.59
1,246,362 736.531 347,654 % 066 S 0.65
1,196,283 HO0. 684 471,736 % 89 5 .88
54 598,638 82,723,880 81,404,594
$ 945901 § 573,532 S5 261485 § 048 S 0.A8
1,104,045 661,283 202473 § 054 % (.53
Y, 133.571 673,002 298,923 % 055 § 0.55
1.017,206 610,768 2540954 % 047 5 047
$4.200,819 $2,518,585 $1,107,835

Certain of the figures reported above may differ from previously reported figures for mdivadual

quarters due o rounding.
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Fable uf Contepts

MONSTER BEVERAGE CORPORATION AND SUBSIDIARIES
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018 (Dollars in 'Thousands)

Dalanceat  Chorged ta Balance at
beginning  cost and end of
Deseription ol period  cxpenses  Deduclions period
Allowance [or doubtlil accounts, sales retinms and cish
discounis:
1020 § 2045 8 90664 5 (9831) % 1878
2014 5 LSB% & 9583 8§ (137) & 2045
2018 Fota0s8 0§ 7E90 0§ (7406) % 1.589
Allowance on Deferred Tax Assets and Unrecognized Tax
Benelils:
2020 § 43R53 § (7.860) & — § 35993
2019 ¥y 42748 F 105 5§ — b 43,853
2018 § 40080 § 2068 8§ — § 42748
126
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