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Note About Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as
amended (Exchange Act), and Section 27A of the Securities Act of 1933, as amended (Securities Act). All statements contained in this Quarterly Report
on Form 10-Q other than statements of historical fact, including statements regarding our future results of operations and financial position, our business
strategy and plans and our objectives for future operations, are forward-looking statements. The words “believe,” “may,” “will,” “potentially,” “estimate,”
“target,” “continue,” “anticipate,” “intend,” “could,” “would,” “project,” “plan” and “expect,” and similar expressions that convey uncertainty of future events or
outcomes, are intended to identify forward-looking statements.
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These forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those described in Part II. Item 1A. “Risk
Factors” and elsewhere in this Quarterly Report on Form 10-Q. Moreover, we operate in a very competitive and rapidly changing environment, and new
risks emerge from time to time. It is not possible for our management to predict all risks, nor can we assess the impact of all factors on our business or
the extent to which any factor, or combination of factors, may cause actual results to differ materially from those contained in any forward-looking
statements we may make. In light of these risks, uncertainties and assumptions, the forward-looking events and circumstances discussed in this Quarterly
Report on Form 10-Q may not occur and actual results could differ materially and adversely from those anticipated or implied in the forward-looking
statements.

You should not rely on forward-looking statements as predictions of future events. Although we believe that the expectations reflected in the forward-
looking statements are reasonable, we cannot guarantee that the future results, levels of activity, performance or events and circumstances reflected in
the forward-looking statements will be achieved or occur. We undertake no obligation to update publicly any forward-looking statements for any reason,
except as required by law.

Unless otherwise stated or the context otherwise indicates, references to “we,” “us,” “our” and similar references refer to Trupanion, Inc. and its
subsidiaries taken as a whole.



PART | - FINANCIAL INFORMATION

Item 1. Financial Statements

TRUPANION, INC.

Condensed Consolidated Statements of Operations

(in thousands, except share data)
(unaudited)

Three Months Ended September 30,

Nine Months Ended September 30,

2023 2022 2023 2022
Revenue $ 285,853 $ 233,760 $ 812,748 $ 659,170
Cost of revenue:

Veterinary invoice expense® 212,441 171,112 613,316 473,654

Other cost of revenue® 38,179 32,589 108,480 96,980

Total cost of revenue 250,620 203,701 721,796 570,634

Operating expenses:

Technology and development® 5,302 6,553 15,434 18,178

General and administrative® 12,664 10,314 46,817 28,907

New pet acquisition expense® 17,772 22,434 60,183 67,043

Depreciation and amortization 2,990 2,600 9,445 8,024

Total operating expenses 38,728 41,901 131,879 122,152

Gain (loss) from investment in joint venture 4 (57) (140) (168)
Operating loss (3,491) (11,899) (41,067) (33,784)
Interest expense 3,053 1,408 8,380 2,680
Other income, net (2,465) (889) (6,445) (1,568)
Loss before income taxes (4,079) (12,418) (43,002) (34,896)
Income tax expense (benefit) (43) 496 (472) 491
Net loss $ (4,036) (12,914) $ (42,530) $ (35,387)
Net loss per share:

Basic and diluted $ (0.10) 0.32) $ (1.03) $ (0.87)
Weighted average shares of common stock outstanding:

Basic and diluted 41,536,575 40,799,819 41,344,195 40,707,677
@includes stock-based compensation expense as follows:
Veterinary invoice expense $ 895 998 $ 2,614 $ 3,232
Other cost of revenue 281 474 1,187 1,906
Technology and development 650 1,184 1,985 3,193
General and administrative 3,281 3,792 14,448 9,281
New pet acquisition expense 1,785 2,195 5,626 7,214

See accompanying notes to the condensed consolidated financial statements.



TRUPANION, INC.
Condensed Consolidated Statements of Comprehensive Income (Loss)
(in thousands)
(unaudited)

Three Months Ended September 30,

Nine Months Ended September 30,

2023 2022 2023 2022

Net loss $ (4,036) $ (12,914) $ (42,530) $ (35,387)
Other comprehensive income (loss):

Foreign currency translation adjustments (2,763) (3,946) 48 (8,193)

Net unrealized gain (loss) on available-for-sale investments (243) (900) (855) (901)

Other comprehensive income (loss), net of taxes (3,006) (4,846) (807) (9,094)

Comprehensive income (loss) $ (7,042) $ (17,760) $ (43,337) $ (44,481)

See accompanying notes to the condensed consolidated financial statements.



Assets

Current assets:

TRUPANION, INC.
Condensed Consolidated Balance Sheets
(in thousands, except share data)

September 30, 2023

December 31, 2022

(unaudited)

Cash and cash equivalents $ 150,336 $ 65,605
Short-term investments 115,570 156,804
Accounts and other receivables, net of allowance for doubtful accounts of $ 690 at September 30, 2023
and $540 at December 31, 2022 277,913 232,439
Prepaid expenses and other assets 17,386 14,248
Total current assets 561,205 469,096
Restricted cash 18,245 19,032
Long-term investments 11,434 7,841
Property, equipment, and internal-use software, net 100,730 90,701
Intangible assets, net 19,770 24,031
Other long-term assets 18,645 18,943
Goodwill 42,005 41,983
Total assets $ 772,034 $ 671,627
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable $ 8,967 $ 9,471
Accrued liabilities and other current liabilities 29,422 32,616
Reserve for veterinary invoices 61,338 43,734
Deferred revenue 246,511 202,692
Long-term debt - current portion 1,350 1,103
Total current liabilities 347,588 289,616
Long-term debt 127,580 68,354
Deferred tax liabilities 2,583 3,392
Other liabilities 4,818 4,968
Total liabilities 482,569 366,330
Stockholders’ equity:
Common stock: $0.00001 par value per share, 100,000,000 shares authorized; 42,655,394 and
41,627,208 issued and outstanding at September 30, 2023; 42,041,344 and 41,013,158 shares issued
and outstanding at December 31, 2022 — —
Preferred stock: $0.00001 par value per share, 10,000,000 shares authorized; no shares issued and
outstanding — —
Additional paid-in capital 527,199 499,694
Accumulated other comprehensive income (loss) (7,108) (6,301)
Accumulated deficit (214,092) (171,562)
Treasury stock, at cost: 1,028,186 shares at September 30, 2023 and December 31, 2022 (16,534) (16,534)
Total stockholders’ equity 289,465 305,297
Total liabilities and stockholders’ equity $ 772,034 $ 671,627

See accompanying notes to the condensed consolidated financial statements.



Trupanion, Inc.
Condensed Consolidated Statements of Stockholders' Equity
(in thousands, except share amounts)
(unaudited)

Accumulated
Common Stock

Additional Other Total
Paid-in  Accumulated Comprehensive Treasury Stockholders'
Shares Amount Capital Deficit Income (Loss) Stock Equity
Balance at July 1, 2023 41,470,738 $ — $ 519,450 $ (210,056) $ (4,102) $ (16,534)% 288,758
Issuance of common stock in connection with the
Company's equity award programs, net of tax withholdings 156,470 — 356 — — — 356
Stock-based compensation expense — — 7,393 — — — 7,393
Other comprehensive income (loss) — — — — (3,006) — (3,006)
Net income (loss) — — — (4,036) — — (4,036)
Balance at September 30, 2023 41,627,208 $ — $ 527,199 $ (214,092) $ (7,108) $ (16,534)$ 289,465

Accumulated
Common Stock

Additional Other Total
Paid-in  Accumulated Comprehensive Treasury Stockholders'
Shares Amount Capital Deficit Income (Loss) Stock Equity
Balance at July 1, 2022 40,745,298 $ — $ 481,818 $ (149,363) $ (1,171) $ (16,530)$ 314,754
Issuance of common stock in connection with the
Company's equity award programs, net of tax withholdings 128,126 — (437) — — — (437)
Stock-based compensation expense — — 9,185 — — — 9,185
Repurchases of common stock (62) — — — — 4) 4)
Other comprehensive income (loss) — — — — (4,846) — (4,846)
Net income (loss) — — — (12,914) — — (12,914)
Balance at September 30, 2022 40,873,362 $ — $ 490,566 $ (162,277) $ (6,017) $ (16,534) % 305,738




Trupanion, Inc.
Condensed Consolidated Statements of Stockholders' Equity
(in thousands, except share amounts)
(unaudited)
Accumulated
Additional Other Total
Paid-in  Accumulated Comprehensive Treasury Stockholders'

Common Stock

Shares Amount Capital Deficit Income (Loss) Stock Equity

Balance at January 1, 2023 41,013,158 $ — $ 499,694 $ (171,562) $ (6,301) $ (16,534)% 305,297
Issuance of common stock in connection with the

Company's equity award programs, net of tax withholdings 614,050 — (15) — — — (15)
Stock-based compensation expense — — 27,520 — — — 27,520
Other comprehensive income (loss) — — — — (807) — (807)
Net income (loss) — — — (42,530) — — (42,530)
Balance at September 30, 2023 41,627,208 $ — $ 527,199 $ (214,092) $ (7,108) $ (16,534) % 289,465

Accumulated
Common Stock

Additional Other Total
Paid-in  Accumulated Comprehensive Treasury Stockholders'
Shares Amount Capital Deficit Income (Loss) Stock Equity
Balance at January 1, 2022 40,475,185 $ — $ 466,792 $ (126,890) $ 3,077 $ (10,779) $ 332,200
Issuance of common stock in connection with the
Company's equity award programs, net of tax withholdings 493,198 — (2,196) — — — (2,196)
Stock-based compensation expense — — 25,970 — — — 25,970
Repurchases of common stock (95,021) — — — — (5,755) (5,755)
Other comprehensive income (loss) — — — — (9,094) — (9,094)
Net income (loss) — — — (35,387) — — (35,387)
Balance at September 30, 2022 40,873,362 $ — $ 490,566 $ (162,277) $ (6,017) $ (16,534) % 305,738

See accompanying notes to the condensed consolidated financial statements.



Condensed Consolidated Statements of Cash Flows

Operating activities

Net loss

TRUPANION, INC.

(in thousands)
(unaudited)

Adjustments to reconcile net loss to cash provided by (used in) operating activities:

Depreciation and amortization
Stock-based compensation expense
Other, net
Changes in operating assets and liabilities:
Accounts and other receivables
Prepaid expenses and other assets
Accounts payable, accrued liabilities, and other liabilities
Reserve for veterinary invoices
Deferred revenue
Net cash provided by (used in) operating activities
Investing activities
Purchases of investment securities
Maturities and sales of investment securities
Cash paid in business acquisition, net of cash acquired
Purchases of property, equipment, and internal-use software
Other
Net cash provided by (used in) investing activities
Financing activities
Proceeds from debt financing, net of financing fees
Repayment of debt financing
Repurchases of common stock
Proceeds from exercise of stock options
Shares withheld to satisfy tax withholding
Other

Net cash provided by (used in) financing activities

Effect of foreign exchange rate changes on cash, cash equivalents, and restricted cash, net

Net change in cash, cash equivalents, and restricted cash

Cash, cash equivalents, and restricted cash at beginning of period
Cash, cash equivalents, and restricted cash at end of period
Supplemental disclosures

Noncash investing and financing activities:

Purchases of property, equipment, and internal-use software included in accounts payable and accrued

liabilities

See accompanying notes to the condensed consolidated financial statements.

Nine Months Ended September 30,

2023 2022
(42,530) $ (35,387)
9,445 8,024
25,860 24,826
(1,134) 28
(45,593) (58,948)
(2,761) (4,420)
(3,832 748
17,697 63
43,979 56,047
1,131 (9,019)
(109,389) (125,660)
147,365 104,492
— (2,755)
(14,310) (11,610)
1,420 (1,431)
25,086 (36,964)
60,102 54,312
(1,380) (300)
— (5,755)
1,281 1,584
(1,296) (3,780)
(150) —
58,557 46,061
(830) (1,964)
83,944 (1,886)
84,637 100,869
168,581 $ 98,983
741 $ 1,838



TRUPANION, INC.
Notes to the Condensed Consolidated Financial Statements (unaudited)

1. Nature of Operations and Significant Accounting Policies

Description of Business and Basis of Presentation

Trupanion, Inc. (collectively with its wholly-owned subsidiaries, the "Company") provides medical insurance for cats and dogs throughout the United
States, Canada, Europe, Puerto Rico, and Australia. The Company's data-driven, vertically-integrated approach enables the Company to provide pet
owners with products that the Company believes are the highest value medical insurance, priced specifically for each pet’s unique characteristics.

The financial data as of December 31, 2022 was derived from the Company's audited consolidated financial statements. The accompanying unaudited
interim consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles (GAAP) and, in
management's opinion, have been prepared on the same basis as the audited financial statements and include all adjustments, consisting of normal
recurring adjustments, necessary for the fair presentation of the Company's financial position, results of operations, comprehensive income (loss),
stockholders' equity and cash flows for the interim periods. These unaudited interim consolidated financial statements should be read in conjunction with
the Company’s audited financial statements included in the Company’s Annual Report on Form 10-K, filed with the U.S. Securities and Exchange
Commission (SEC) on February 16, 2023 (the 2022 10-K). The Company's accounting policies are described in Note 1 to the audited financial statements
included in the 2022 10-K. Operating results for the three and nine months ended September 30, 2023 are not necessarily indicative of the results that
may be expected for the full fiscal year or any other interim period.

Use of Estimates

The preparation of consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
amounts reported in the consolidated financial statements and accompanying notes. Actual results could differ from such estimates. See Note 1 to the
audited financial statements included in the 2022 10-K for additional discussion of these estimates and assumptions.

Accounts and Other Receivables

Accounts and other receivables are comprised of trade receivables and other miscellaneous receivables and are carried at their estimated collectible
amounts. Trade receivables are primarily related to the Company’s other business segment where the Company generates revenue from underwriting
policies through unaffiliated general agents. During the nine months ended September 30, 2023, the Company incurred a non-recurring $3.8 million
settlement of accounts receivable due to uncollected premiums in connection with the transition of underwriting a third-party business to other insurers.

2. Net Loss per Share

Basic net loss per share is computed using the weighted average number of shares of common stock outstanding during the period. Diluted net loss per
share is calculated using the weighted average number of shares of common stock plus, when dilutive, potential shares of common stock outstanding
using the treasury-stock method. Potential shares of common stock outstanding include stock options, unvested restricted stock awards and restricted
stock units.

The following potentially dilutive equity securities were not included in the diluted earnings per share of common stock calculation because they would
have had an antidilutive effect:

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
Stock options 522,830 679,889 522,830 679,889
Restricted stock awards and restricted stock units 735,163 1,167,569 735,163 1,167,569



3. Goodwill
Goodwill arises from business acquisitions in which the purchase price exceeds the fair value of tangible and intangible assets acquired less assumed
liabilities.

The following is a summary of goodwill by reportable segment for the nine months ended September 30, 2023 (in thousands):

Subscription Business Other Business Total
Balance as of December 31, 2022 $ 41,983 $ — 3 41,983
Acquisitions — — —
Effects of foreign currency 22 — 22
Balance as of September 30, 2023 $ 42,005 $ — 3 42,005

4. Investments

Available-for sale securities are classified as short-term versus long-term investments based on whether they represent the investment of funds available
for current operations. All available-for-sale securities are considered short-term in nature, with the exception of certain long-term investments that are
being held for statutory requirements. Held-to-maturity securities are classified as short-term versus long-term investments based on the effective maturity
dates. The amortized cost, gross unrealized holding gains and losses, and estimates of fair value of long-term and short-term investments by major
security type and class of security were as follows as of September 30, 2023 and December 31, 2022 (in thousands):

Gross Gross
Unrealized Unrealized
Amortized Holding Holding Fair
Cost Gains Losses Value
As of September 30, 2023
Long-term investments:
Available-for-sale investments
Foreign deposits $ 10,437 $ — 8 — 10,437
10,437 $ —  $ — $ 10,437
Held-to-maturity investments
U.S. treasury securities $ 997 $ — % 4 $ 993
997 $ — 3 @ $ 993
Short-term investments:
Available-for-sale investments
U.S. treasury securities $ 44,056 $ — % (724) $ 43,332
Mortgage-backed securities and collateralized mortgage obligations 7,359 — (164) 7,195
Other asset-backed securities 12,400 — (135) 12,265
Corporate bonds 36,752 — (459) 36,293
$ 100,567 $ — 8 (1,482) $ 99,085
Held-to-maturity investments
U.S. treasury securities $ 13,195 $ — % (129) $ 13,066
Certificates of deposit 3,290 — — 3,290
$ 16,485 $ — 8 (129) $ 16,356




Gross Gross

Unrealized Unrealized
Amortized Holding Holding Fair
Cost Gains Losses Value
As of December 31, 2022
Long-term investments:
Available-for-sale investments
Foreign deposits $ 7,683 $ — 8 — % 7,683
7,683 $ — 8 — % 7,683
Held-to-maturity investments
U.S. treasury securities $ 158 $ — % 4 $ 154
$ 158 $ — 3 @ $ 154
Short-term investments:
Available-for-sale investments
U.S. treasury securities $ 42,833 $ — 8 (186) $ 42,647
Mortgage-backed securities and collateralized mortgage
obligations 8,015 — 97) 7,918
Other asset-backed securities 11,286 — 77) 11,209
Municipal bond 1,000 — (6) 994
Corporate bonds 37,793 — (262) 37,531
$ 100,927 $ — 3 (628) $ 100,299
Held-to-maturity investments
U.S. treasury securities $ 12,059 $ — % (58) $ 12,001
Certificates of deposit 3,254 — — 3,254
U.S. government funds 41,192 — — 41,192
$ 56,505 $ — 3 (58) $ 56,447

Maturities of investments classified as available-for-sale and held-to-maturity were as follows (in thousands):

As of September 30, 2023

Amortized Fair
Cost Value
Available-for-sale:
Due under one year $ 2,657 $ 2,612
Due after one year through five years 88,588 87,450
$ 91,245 $ 90,062
Held-to-maturity:
Due under one year $ 16,485 $ 16,356
Due after one year through five years 997 993
$ 17,482 $ 17,349
Available-for-sale collateralized:
Mortgage-backed securities and collateralized mortgage obligations $ 7359 $ 7,195
Other asset-backed securities 12,400 12,265
$ 19,759 $ 19,460




The Company does not expect any credit losses from its held-to-maturity investments, considering the composition of the investment portfolio and the
credit loss history of these investments. For available-for-sale investments, the Company determined that there were unrealized losses of $1.5 million and
$0.6 million as of September 30, 2023 and December 31, 2022, res pectively. As of September 30, 2023, $20.1 million in available-for-sale investments
have been in a loss position for more than twelve months, with total unrealized losses of $0.5 million. As of September 30, 2023, $72.4 million available-
for-sale investments have been in a loss position for less than twelve months, with total unrealized losses of $1.0 million. These losses relate to interest
rate changes. The Company does not expect any credit losses from its available-for-sale investments, considering the composition of the investment
portfolio and the credit rating of these investments. For those securities, the Company determined it is not likely to, and does not intend to, sell prior to a
potential recovery.

Proceeds from the sales of fixed maturities classified as available-for-sale were $ 83.9 million and $5.9 million during the nine months ended September
30, 2023 and 2022, respectively.

5. Other Investments

The Company has invested $7.0 million in the preferred stock of a variable interest entity, Baystride, Inc., a U.S.-based privately held corporation
operating in the pet food industry. The Company does not have power over the activities that most significantly impact the economic performance of the
variable interest entity and is, therefore, not the primary beneficiary. The Company has the option to purchase all of the outstanding common stock issued
by the variable interest entity in August 2027 at an amount approximating its expected fair value. The preferred stock investment in the variable interest
entity is accounted for as an available-for-sale debt security, and measured at fair value at each balance sheet date — see Note 6.

Additionally, the Company has extended a $ 7.0 million revolving line of credit to the variable interest entity to fund its inventory purchases, which will
increase annually by $2.0 million until the note’s maturity in 2027. Borrowing amounts are subject to limitations based on Baystride’s forecasted revenues
and inventory balances. The Company's investment and amounts loaned under the line of credit are recorded in other long-term assets on its
consolidated balance sheet. The outstanding loan balance under the line of credit, including accrued interest, was $4.6 million and $6.3 million as of
September 30, 2023 and December 31, 2022, respectively. The Company has also entered into a series of agreements to provide ancillary services to,
and receive reimbursement from, the variable interest entity at cost. The Company provided $0.3 million and $0.6 million of these services for the nine
months ended September 30, 2023 and 2022, respectively.

10



6. Fair Value
Fair Value Disclosures - Investments

The following table summarizes, by major security type, the Company's assets that are measured at fair value on a recurring basis, and placement within
the fair value hierarchy (in thousands):

As of September 30, 2023

Fair Value Level 1 Level 2 Level 3
Assets
Money market funds $ 1,764 $ 1,764 $ — % —
Fixed maturities:
Mortgage-backed securities and collateralized mortgage obligations 7,195 — 7,195 —
Other asset-backed securities 12,265 — 12,265 —
Corporate bonds 36,293 — 36,293 —
Foreign deposits 10,437 10,437 — —
U.S. Treasury securities 43,332 — 43,332 —
Preferred stock in variable interest entity 4,115 — — 4,115
Total $ 115,401 $ 12,201 $ 99,085 $ 4,115

As of December 31, 2022

Fair Value Level 1 Level 2 Level 3
Assets
Money market funds $ 1,633 $ 1,633 $ — 3 —
Fixed maturities:
Mortgage-backed securities and collateralized mortgage obligations 7,918 — 7,918 —
Other asset-backed securities 11,209 — 11,209 —
Corporate bonds 37,531 — 37,531 —
Foreign deposits 7,683 7,683 — —
Municipal bond 994 — 994 —
U.S. Treasury securities 42,647 — 42,647 —
Preferred stock in variable interest entity 4,115 — — 4,115
Total $ 113,730 $ 9,316 $ 100,299 $ 4,115

The Company measures the fair value of money market funds and foreign deposits, classified as Level 1, based on quoted prices in active markets for
identical assets. The Company's fixed maturity investments classified as either Level 1 or Level 2 in the above tables are priced exclusively by external
sources, including pricing vendors, dealers/market makers, and exchange-quoted prices. The fair value of the Company's fixed maturity investments
classified as Level 2 is based on either recent trades in inactive markets or quoted market prices of similar instruments and other significant inputs derived
from or corroborated by observable market data. Held-to-maturity investments are carried at amortized cost and the fair value and changes in unrealized
gains (losses) are disclosed in Note 4, Investments. The fair value of these investments is determined in the same manner as available-for-sale securities
and are considered either a Level 1 or Level 2 measurement.

The Company's preferred stock investment in the variable interest entity (see Note 5) is accounted for as an available-for-sale debt security, and
measured at fair value at each balance sheet date. The estimated fair value of the preferred stock investment is a Level 3 measurement, and is based on
certain unobservable inputs such as the value of the underlying enterprise, volatility, time to liquidity, and market interest rates. An increase or decrease in
any of these unobservable inputs would result in a change in the fair value measurement. The estimated fair value was $4.1 million as of September 30,
2023, unchanged from December 31, 2022, and is recorded in other long-term assets on the Company's consolidated balance sheet. This investment has
maintained an unrealized loss position of $2.9 million for less than twelve months.
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Fair Value Disclosures - Other Assets and Liabilities

The Company's other long-term assets balance also included notes receivable of $ 7.5 million and $9.3 million as of September 30, 2023 and
December 31, 2022, respectively, recorded at their estimated collectible amount. The Company estimates that the carrying value of the notes receivable
approximates the fair value. The estimated fair value represents a Level 3 measurement within the fair value hierarchy, and is based on market interest
rates and the assessed creditworthiness of the third party.

The Company estimates the fair value of long-term debt based upon rates currently available to the Company for debt with similar terms and remaining
maturities. This is a Level 3 measurement. Based upon the terms of the debt, the carrying amount of long-term debt approximated fair value at
September 30, 2023.

The Company recognizes transfers between levels of the fair value hierarchy on the date of the event or change in circumstances that caused the
transfer. There were no transfers between levels for the nine months ended September 30, 2023 and the year ended December 31, 2022.

7. Commitments and Contingencies
Legal Proceedings

From time to time the Company is or may become subject to various legal proceedings arising in the ordinary course of business, including proceedings
against members, other entities or regulatory bodies. Estimated liabilities are recorded when it is both probable that a liability has been incurred and the
amount of the loss can be reasonably estimated. At this time, the Company does not believe any such matters to be material individually or in the
aggregate. These views are subject to change following the outcome of future events or the results of future developments.

8. Reserve for Veterinary Invoices

The reserve for veterinary invoices is an estimate of the future amount the Company will pay for veterinary invoices that are dated as of, or prior to, its
balance sheet date. The reserve also includes the Company's estimate of related internal processing costs. The reserve estimate involves actuarial
projections, and is based on management's assessment of facts and circumstances currently known, and assumptions about anticipated patterns. The
Company uses generally accepted actuarial methodologies, such as paid loss development methods, in estimating the amount of the reserve for
veterinary invoices. The reserve is made for each of the Company's segments, subscription and other business, and is continually refined as the
Company receives and pays veterinary invoices. Changes in management's assumptions and estimates may have a relatively large impact to the reserve
and associated expense.

Reserve for veterinary invoices

Summarized below are the changes in the total liability for the Company's subscription business segment (in thousands):

Nine Months Ended September 30,

Subscription 2023 2022
Reserve at beginning of year $ 21,543 $ 22,407
Veterinary invoices during the period related to:
Current year 400,604 323,724
Prior years 2,426 (2,981)
Total veterinary invoice expense 403,030 320,743
Amounts paid during the period related to:
Current year 368,269 301,730
Prior years 21,829 17,814
Total paid 390,098 319,544
Non-cash expenses 2,794 3,295
Reserve at end of period $ 31,681 $ 20,311
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The Company had an unfavorable development on veterinary invoice reserves for the subscription business segment of $ 2.4 million for the nine months
ended September 30, 2023, and a favorable development on veterinary invoice reserves of $3.0 million for the nine months ended September 30, 2022,
both of which were the result of ongoing analysis of recent payment trends.

Summarized below are the changes in total liability for the Company's other business segment (in thousands):

Nine Months Ended September 30,

Other Business 2023 2022
Reserve at beginning of year $ 22,191 $ 17,264
Veterinary invoices during the period related to:
Current year 209,635 152,358
Prior years 651 553
Total veterinary invoice expense 210,286 152,911
Amounts paid during the period related to:
Current year 181,535 133,333
Prior years 21,285 17,611
Total paid 202,820 150,944

Non-cash expenses — —

Reserve at end of period $ 29,657 $ 19,231

The Company had an unfavorable development on veterinary invoice reserves for the other business segment of $ 0.7 million for the nine months ended
September 30, 2023, and an unfavorable development on veterinary invoice reserves of $0.6 million for the nine months ended September 30, 2022, both
of which were the result of ongoing analysis of recent payment trends.

Reserve for veterinary invoices, by year of occurrence

In the following tables, the reserve for veterinary invoices for each segment is presented as the amount (in thousands) by the year to which the veterinary
invoice relates, referred to as the year of occurrence.

Subscription As of September 30, 2023
Year of Occurrence
2021 and prior $ 39
2022 2,101
2023 29,541
$ 31,681
Other Business As of September 30, 2023

Year of Occurrence

2021 and prior $ 113
2022 1,444
2023 28,100
$ 29,657

9. Debt

On March 25, 2022, the Company entered into a credit agreement with Piper Sandler Finance, LLC, acting as the administrative agent, that provides the
Company with $150.0 million in credit (the Credit Facility) consisting of:

(a) an initial term loan in an aggregate principal amount of $ 60.0 million (Initial Term Loan), which was funded at closing;
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(b) commitments for delayed draw term loans in an aggregate principal amount not in excess of $ 75.0 million (Delayed Draw Term Loans, and
together with the Initial Term Loan, the Term Loans), which may be drawn from time to time until September 25, 2023. On December 29, 2022, February
17, 2023, and September 21, 2023, the Company borrowed Delayed Draw Term loans of $15.0 million, $35.0 million, and $25.0 million, respectively; and

(c) commitments for revolving loans in an aggregate principal amount at any time outstanding not in excess of $ 15.0 million (Revolving Loans),
which may be drawn at any time prior to March 25, 2027.

The Credit Facility bears interest at a floating base rate plus an applicable margin. The stated interest rate as of September 30, 2023 was approximately
10.54% for the original $60.0 million term loan and for the aggregate $ 75.0 million term loans. The Company incurred total debt issuance cost of
approximately $5.9 million, which is reported in the consolidated balance sheet as a direct reduction from the carrying amount of the Credit Facility, and is
amortized as interest expense over the term of five years.

The Credit Facility is secured by substantially all assets of the Company and its subsidiaries. Proceeds from the Credit Facility may be used for permitted
acquisitions and investments, working capital and other general corporate purposes. The Credit Agreement contains financial and other covenants. As of
September 30, 2023, the Company was in compliance with all financial and other covenants.

To the extent not previously paid, the Initial Term Loan is due and payable on March 25, 2027, the Delayed Draw Term Loans are due and payable on the
earlier of the five-year anniversary of their initial funding or March 25, 2028, and Revolving Loans are due and payable on March 25, 2027. The Company
must repay 0.25% of any then-outstanding Term Loans, together with accrued and unpaid interest, on a quarterly basis.

Future principal payments on outstanding borrowings as of September 30, 2023 are as follows (in thousands):

Year Ending December 31, September 30, 2023
2023 $ 338
2024 1,350
2025 1,350
2026 1,350
2027 72,113
Thereafter 57,188
Total $ 133,689

10. Stock-Based Compensation

Stock-based compensation expense includes stock options and restricted stock units granted to employees and other service providers and has been
reported in the Company’s consolidated statements of operations depending on the function performed by the employee or other service provider. Stock-
based compensation expense recognized in each category of the consolidated statements of operations was as follows (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
Veterinary invoice expense $ 895 $ 998 $ 2614 $ 3,232
Other cost of revenue 281 474 1,187 1,906
Technology and development 650 1,184 1,985 3,193
General and administrative 3,281 3,792 14,448 9,281
New pet acquisition expense 1,785 2,195 5,626 7,214
Total expensed stock-based compensation 6,892 8,643 25,860 24,826
Capitalized stock-based compensation 501 542 1,660 1,144
Total stock-based compensation $ 7393 $ 9,185 $ 27,520 $ 25,970

As of September 30, 2023, the Company had 735,163 unvested restricted stock units. Stock-based compensation expenses of $ 51.1 million related to
unvested restricted stock units are expected to be recognized over a weighted average period of approximately 2.3 years.
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In March 2023, two executives terminated employment with the Company and one executive signed a separation agreement effective June 1, 2023. In
conjunction with these departures, the Company accelerated the vesting of certain RSUs as of the termination date and extended the purchase date of
certain vested options from 90 to 365 days. These award modifications resulted in the recognition of $4.8 million share-based compensation expense
during the nine months ended September 30, 2023.

Stock Options

A summary of the Company's stock option activity is as follows:

Weighted Average
Exercise Price per  Aggregate Intrinsic

Number of Options Share Value (in thousands)
Outstanding as of December 31, 2022 629,650 $ 1353 $ 21,410
Granted — — —
Exercised (103,805) 12.43 1,964
Forfeited (3,015) 20.58 —
Outstanding as of September 30, 2023 522,830 13.70 7,579
Exercisable as of September 30, 2023 522,830 $ 13.70 $ 7,579

As of September 30, 2023, stock options outstanding and stock options exercisable had a weighted average remaining contractual life of 2.3 years.

Restricted Stock Awards and Restricted Stock Units

A summary of the Company’s restricted stock award and restricted stock unit activity is as follows:

Weighted Average

Number of Grant Date Fair Value

Shares per Share
Unvested shares as of December 31, 2022 1,112,552 $ 84.46
Granted 236,964 29.99
Vested (540,651) 76.55
Forfeited (73,702) 83.51
Unvested shares as of September 30, 2023 735,163 $ 72.78

11. Stockholders' Equity

Common Stock and Preferred Stock

As of September 30, 2023, the Company had 100,000,000 shares of common stock authorized and 41,627,208 shares of common stock outstanding.
Holders of common stock are entitled to one vote on each matter properly submitted to the stockholders of the Company except those related to matters
concerning possible outstanding preferred stock. At September 30, 2023, the Company had 10,000,000 shares of undesignated preferred stock
authorized for future issuance and did not have any outstanding shares of preferred stock. The holders of common stock are also entitled to receive
dividends as and when declared by the board of directors of the Company (the Board), whenever funds are legally available. These rights are subordinate
to the dividend rights of holders of any senior classes of stock outstanding at the time. The Company does not intend to declare or pay any cash dividends
in the foreseeable future.

Share Repurchase Program

In April 2021, the Board approved a share repurchase program, pursuant to which the Company may, between May 2021 and May 2026, repurchase
outstanding shares of the Company's common stock. The Company repurchased no shares during the three and nine months ended September 30, 2023
and 62 and 95,021 shares during the three and nine months ended September 30, 2022, respectively.
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12. Accumulated Comprehensive Income (Loss)

A summary of the components of accumulated other comprehensive income (loss) is as follows (in thousands):

For the three months ended September 30, 2023

Balance as of July 1, 2023

Other comprehensive income (loss)

Balance as of September 30, 2023

For the three months September 30, 2022
Balance as of July 1, 2022

Other comprehensive income (loss)

Balance as of September 30, 2022

For the nine months ended September 30, 2023
Balance as of January 1, 2023

Other comprehensive income (loss)

Balance as of September 30, 2023

For the nine months ended September 30, 2022
Balance as of January 1, 2022

Other comprehensive income (loss)

Balance as of September 30, 2022

Net Unrealized Gain (Loss) on

Foreign Currency Translation Available-for-Sale Securities Total
$ 23 % (4,125) (4,102)
(2,763) (243) (3,006)
$ (2,740) $ (4,368) (7,108)
Net Unrealized Gain (Loss) on
Foreign Currency Translation Available-for-Sale Securities Total
$ (2,623) $ 1,452 (1,171)
(3,946) (900) (4,846)
$ (6,569) $ 552 (6,017)
Net Unrealized Gain (Loss) on
Foreign Currency Translation Available-for-Sale Securities Total
$ (2,788) $ (3,513) (6,301)
48 (855) (807)
$ (2,740) $ (4,368) (7,108)
Net Unrealized Gain (Loss) on
Foreign Currency Translation Available-for-Sale Securities Total
$ 1,624 $ 1,453 3,077
(8,193) (901) (9,094)
$ (6,569) $ 552 (6,017)
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13. Segments

The Company has two reporting segments: subscription business and other business. The subscription business segment consists of products that have
been created to meet the needs of their distribution channels and have similar target margin profiles. This segment generates revenue primarily from
subscription fees related to the Company's direct-to-consumer products. The other business segment generates revenue primarily by underwriting policies
on behalf of third parties. The Company does not undertake marketing efforts for these policies and has a business-to-business relationship with these

third-parties. The other business segment also includes other products and insurance software solutions that have a different margin profile from the
Company'’s subscription business segment.

The chief operating decision maker reviews revenue and operating income (loss) to evaluate segment performance. Revenue, veterinary invoice expense,
other cost of revenue, and new pet acquisition expenses are generally directly attributed to each segment. Other operating expenses, such as technology
and development expense, general and administrative expense, and depreciation and amortization, are generally allocated proportionately based on
revenue in each segment. Interest and other expenses and income taxes are not allocated to the segments, nor included in the measure of segment profit
or loss. The Company does not analyze discrete segment balance sheet information related to long-term assets.

Operating income (loss) of the Company’s segments were as follows (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
Subscription business:
Revenue $ 182,906 $ 152,401 $ 521,369 $ 438,048
Veterinary invoice expense 139,747 112,915 403,030 320,743
Other cost of revenue 17,697 15,243 52,025 45,118
Technology and development 3,393 4,272 9,901 12,072
General and administrative 8,103 6,724 27,587 19,214
New pet acquisition expense 17,762 22,253 60,060 66,567
Depreciation and amortization 1,913 1,695 6,060 5,338
Subscription business operating loss (5,709) (10,701) (37,294) (31,004)
Other business:
Revenue 102,947 81,359 291,379 221,122
Veterinary invoice expense 72,694 58,197 210,286 152,911
Other cost of revenue 20,482 17,346 56,455 51,862
Technology and development 1,909 2,281 5,533 6,106
General and administrative 4,561 3,590 19,230 9,693
New pet acquisition expense 10 181 123 476
Depreciation and amortization 1,077 905 3,385 2,686
Other business operating income (loss) 2,214 (1,141) (3,633) (2,612)
Gain (loss) from investment in joint venture 4 (57) (140) (168)
Total operating loss $ (3,491) $ (11,899) $ (41,067) $ (33,784)

The following table presents the Company’s revenue by geographic region of the member (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
United States $ 241,064 $ 197,812 $ 686,662 $ 555,350
Canada and other 44,789 35,948 126,086 103,820
Total revenue $ 285,853 $ 233,760 $ 812,748 $ 659,170

Substantially all of the Company’s long-lived assets were located in the United States as of September 30, 2023 and December 31, 2022.
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14. Related Parties

In August 2018, the Company invested $0.3 million in a limited liability entity in exchange for a 17.5% ownership interest. The investee is considered to
be a related party, as the Company has the ability to exercise significant influence over the investee. In February 2020, the Company entered into a
service agreement with the investee, under which the Company incurred $1.9 million and $2.5 million of expenses for consulting services provided by the
investee related to pet acquisition during the nine months ended September 30, 2023 and 2022, respectively, recorded as new pet acquisition expense on
the Company's consolidated statement of operations.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

We provide medical insurance for cats and dogs throughout the United States, Canada, Europe, Puerto Rico, and Australia. Through our data-driven,
vertically-integrated approach, we develop and offer high value medical insurance products, priced specifically for each pet’s unique characteristics and
coverage level. Our growing and loyal membership base provides us with highly predictable and recurring revenue.

We operate in two business segments: subscription business and other business. Our subscription business segment consists of products that have been
created to meet the needs of their distribution channels and have similar target margin profiles. This segment generates revenue primarily from
subscription fees related to the Company's direct-to-consumer products. We operate our subscription business segment similar to other subscription-
based businesses, with a focus on achieving a target margin prior to our new pet acquisition expense and aiming to acquire as many pets as possible at
our targeted average estimated internal rate of return. We generate revenue in our other business segment primarily by underwriting policies on behalf of
third parties that do not carry reference to the Trupanion brand. We do not undertake the marketing efforts for these policies and have a business-to-
business relationship with these third parties. Our other business segment also includes other products and insurance software solutions that have a
different margin profile from our subscription business.

We generate leads for our subscription business segment from a diverse set of member acquisition channels, which we then convert into members
through our contact center, website and other direct-to-consumer activities. These channels include leads from third-parties such as veterinarians and
referrals from existing members. Veterinary hospitals represent our largest referral source. We engage our “Territory Partners” to have face-to-face visits
with veterinarians and their staff. Territory Partners are dedicated to cultivating direct veterinary relationships and building awareness of the benefits of
high quality medical insurance to veterinarians and their clients. Veterinarians then educate pet owners, who visit our website or call our contact center to
learn more about, and potentially enroll in, Trupanion. We also receive a significant number of new leads from existing members adding pets and referring
their friends and family members. Our direct-to-consumer acquisition channels serve as important resources for pet owner education and drive new
member leads and conversion. We monitor average pet acquisition cost to evaluate the efficiency in acquiring new members and measure effectiveness
based on our targeted return on investment.

19



Key Operating Metrics

The following tables set forth total pets enrolled and key operating metrics for our subscription business for the nine months ended September 30, 2023
and 2022 and for each of the last eight fiscal quarters.

Nine Months Ended September 30,

2023 2022
Total Business:
Total pets enrolled (at period end) 1,712,177 1,439,605
Subscription Business:
Total subscription pets enrolled (at period end) 969,322 808,077
Monthly average revenue per pet $ 64.63 $ 64.09
Lifetime value of a pet, including fixed expenses $ 428 % 673
Average pet acquisition cost (PAC) $ 232 % 291
Average monthly retention 98.55 % 98.71 %

Three Months Ended

Sept. 30, 2023 Jun. 30, 2023 Mar. 31, 2023 Dec. 31, 2022 Sep. 30, 2022 Jun. 30, 2022 Mar. 31, 2022 Dec. 31, 2021

Total Business:

Total pets enrolled (at
period end) 1,712,177 1,679,659 1,616,865 1,537,573 1,439,605 1,348,145 1,267,253 1,176,778

Subscription Business:

Total subscription pets

enrolled (at period end) 969,322 943,958 906,369 869,862 808,077 770,318 736,691 704,333
Monthly average

revenue per pet $ 6582 $ 6441  $ 6358 $ 63.11 $ 6380 $ 64.26 $ 6421  $ 63.89
Lifetime value of a pet,

including fixed expenses $ 428  $ 470  $ 541  $ 641 % 673 % 713 % 730 % 717
Average pet acquisition

cost (PAC) $ 212 $ 236 $ 247 % 283 % 268 % 309 $ 301 % 306
Average monthly

retention 98.55 % 98.61 % 98.65 % 98.69 % 98.71 % 98.74 % 98.75 % 98.74 %

Total pets enrolled and total subscription pets enrolled include pet enroliments in European markets, where policies are currently underwritten by third
parties and Trupanion is acting as an insurance broker. Per pet metrics, however, exclude these European policies, as their revenue is currently earned
from commissions, as opposed to the gross underwriting premiums earned by the remainder of our subscription business.

Total pets enrolled. Total pets enrolled reflects the number of subscription pets or pets enrolled in one of the insurance products offered in our other
business segment at the end of each period presented. We monitor total pets enrolled because it provides an indication of the growth of our consolidated
business.

Total subscription pets enrolled. Total subscription pets enrolled reflects the number of pets in active memberships at the end of each period
presented. We monitor total subscription pets enrolled because it provides an indication of the growth of our subscription business.

Monthly average revenue per pet. Monthly average revenue per pet is calculated as amounts billed in a given period for subscriptions divided by the
total number of subscription pet months in the period. Total subscription pet months in a period represents the sum of all subscription pets enrolled for
each month during the period. We monitor monthly average revenue per pet because it is an indicator of the per pet unit economics of our subscription
business.
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Lifetime value of a pet, including fixed expenses. Lifetime value of a pet, including fixed expenses, is calculated based on subscription revenue less
cost of revenue from our subscription business segment for the 12 months prior to the period end date excluding stock-based compensation expense
related to cost of revenue from our subscription business segment, sign-up fee revenue and the change in deferred revenue between periods. This
amount is also reduced by the fixed expenses related to our subscription business, which are the pro-rata portion of general and administrative and
technology and development expenses, less stock-based compensation, based on revenues. This amount, on a per pet basis, is multiplied by the implied
average subscriber life in months. Implied average subscriber life in months is calculated as the quotient obtained by dividing one by one minus the
average monthly retention rate. We monitor lifetime value of a pet, including fixed expenses, to estimate the value we might expect from new pets over
their implied average subscriber life in months, if they behave like the average pet in that respective period. When evaluating the amount of pet
acquisition expenses we may want to incur to attract new pet enrollments, we refer to the lifetime value of a pet, including fixed expenses, as well as our
estimated internal rate of return calculation for an average pet, which also includes an estimated surplus capital charge, to inform the amount of
acquisition spend in relation to the estimated payback period.

Average pet acquisition cost. Average pet acquisition cost (PAC) is calculated as net acquisition cost divided by the total number of new subscription
pets enrolled in that period. Net acquisition cost, a non-GAAP financial measure, is calculated in a reporting period as new pet acquisition expense,
excluding stock-based compensation expense, other business segment expense, offset by sign-up fee revenue. We exclude stock-based compensation
expense because the amount varies from period to period based on number of awards issued and market-based valuation inputs. We offset sign-up fee
revenue because it is a one-time charge to new members collected at the time of enrollment used to partially offset initial setup costs, which are included
in new pet acquisition expenses. We exclude other business segment pet acquisition expense because that does not relate to subscription enroliments.
We monitor average pet acquisition cost to evaluate the efficiency in acquiring new members and measure effectiveness based on our targeted return on
investment.

Average monthly retention. Average monthly retention is measured as the monthly retention rate of enrolled subscription pets for each applicable period
averaged over the 12 months prior to the period end date. As such, our average monthly retention rate as of September 30, 2023 is an average of each
month’s retention from October 1, 2022 through September 30, 2023. We calculate monthly retention as the number of pets that remain after subtracting
all pets that cancel during a month, including pets that enroll and cancel within that month, divided by the total pets enrolled at the beginning of that month.
We monitor average monthly retention because it provides a measure of member satisfaction and allows us to calculate the implied average subscriber
life in months.

21



Non-GAAP Financial Measures

In addition to our results determined in accordance with U.S. GAAP, we believe the following non-GAAP financial measures are useful in evaluating our
operating performance. We use the following non-GAAP financial information to evaluate our ongoing operations and for internal planning and forecasting
purposes. We believe that these non-GAAP financial measures, when taken collectively, may be helpful to investors because it provides consistency and
comparability with past financial performance. However, non-GAAP financial information is presented for supplemental informational purposes only, has
limitations as an analytical tool, and should not be considered in isolation, or as a substitute for, the directly comparable financial measures prepared in
accordance with GAAP.

We calculate these non-GAAP financial measures by excluding certain non-cash or non-recurring expenses. We exclude non-recurring transactions and
restructuring expenses as they are not indicative of our operating performance. We exclude stock-based compensation as it is non-cash in nature.
Although stock-based compensation expenses are expected to remain recurring expenses for the foreseeable future, we believe excluding them allows
investors to make meaningful comparisons between our recurring core business operating results and those of other companies. We define non-GAAP
development expenses as operating expenses incurred to develop new products and offerings that are pre-revenue. We define non-GAAP fixed expenses
as the total of technology and development expense and general and administrative expense, less stock-based compensation expense, non-recurring
transaction and restructuring expense, and development expenses related to exploring and developing new products and offerings that are in the pre-
revenue stage.
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The following tables present the reconciliation of our non-GAAP financial measures from corresponding GAAP measures for the periods presented (in
thousands):

Nine Months Ended September 30,

2023 2022

Veterinary invoice expense $ 613,316 $ 473,654
Less:

Stock-based compensation expense® (2,565) (3,155)

Other business cost of paying veterinary invoices (210,286) (152,911)
Subscription cost of paying veterinary invoices (hon-GAAP) $ 400,465 $ 317,588
% of subscription revenue 76.8 % 725 %
Other cost of revenue $ 108,480 % 96,980
Less:

Stock-based compensation expense® (1,158) (1,818)

Other business variable expenses (56,455) (51,862)
Subscription variable expenses (non-GAAP) $ 50,867 $ 43,300
% of subscription revenue 9.8 % 9.9 %
Technology and development expense $ 15434  $ 18,178
General and administrative expense 46,817 28,907
Less:

Stock-based compensation expense® (16,072) (12,116)

Non-recurring transaction or restructuring expenses @ (4,175) (179)

Development expenses (3,417) (5,705)
Fixed expenses (non-GAAP) $ 38,587 $ 29,085
% of total revenue 4.7 % 4.4 %
New pet acquisition expense $ 60,183 $ 67,043
Less:

Stock-based compensation expense® (5,433) (7,037)

Other business pet acquisition expense (123) (476)
Subscription acquisition cost (non-GAAP) $ 54,627 @ $ 59,530
% of subscription revenue 10.5 % 13.6 %

MTrupanion employees may elect to take restricted stock units in lieu of cash payment for their bonuses. We account for such expense as stock-based compensation
in accordance with GAAP, but we do not include it in any non-GAAP adjustments. Stock-based compensation associated with bonuses was approximately $0.6 million
for the nine months ended September 30, 2023.

@ Consists of business acquisition transaction expenses, severance and legal costs due to certain executive departures, and a $3.8 million non-recurring settlement of
accounts receivable in the first quarter of 2023 related to uncollected premiums in connection with the transition of underwriting a third-party business to other
insurers.
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Three Months Ended

Sept. 30,2023 Jun. 30,2023 Mar. 31,2023 Dec. 31,2022 Sep. 30,2022 Jun. 30,2022 Mar. 31,2022 Dec. 31, 2021
Veterinary invoice expense $ 212,441 $ 206,738 $ 194,137 $ 176,083 $ 171,112 $ 157,616 $ 144,926 $ 132,852
Less:

Stock-based compensation

expense® (870) (856) (839) (899) (960) (1,022) (1,173) (798)
Other business cost of paying
veterinary invoices (72,694) (72,443) (65,149) (59,946) (58,197) (50,378) (44,336) (38,009)

Subscription cost of paying
veterinary invoices (non-GAAP) $ 138,877 $ 133,439 $ 128,149 $ 115,238 $ 111,955 $ 106,216 $ 94,045 $ 94,045

% of subscription revenue 75.9 % 77.0% 77.6 % 72.7% 735 % 72.8 % 711 % 70.1 %
Other cost of revenue $ 38,179 $ 34,455 $ 35,846 $ 36,277 $ 32,589 $ 33,212 $ 31,179 $ 30,992
Less:

Stock-based compensation

expense® (282) (428) (448) (414) (433) (754) (631) (581)
Other business variable expenses (20,482) (17,230) (18,743) (20,591) (17,346) (18,010) (16,506) (17,208)
Subscription variable expenses
(non-GAAP) $ 17415 $ 16,797 $ 16655 $ 15272 $ 14810 $ 14448 $ 14,042 $ 13,203
% of subscription revenue 9.5% 9.7 % 10.1 % 9.6 % 9.7 % 9.9 % 10.0 % 9.8 %

Technology and development

expense $ 5,302 $ 5,232 $ 4,900 $ 6,955 $ 6,553 $ 6,396 $ 5,229 $ 4,665
General and administrative

expense 12,664 13,136 21,017 10,472 10,314 9,227 9,366 8,996
Less:

Stock-based compensation

expense® (3,754) (3,497) (8,821) (5,019) (4,805) (4,085) (3,226) (3,293)

Non-recurring transaction or

restructuring expenses® (8) (65) (4,102) (193) (179) — — —

Development expenses (1,594) (925) (898) (2,084) (2,435) (2,012) (1,258) (858)
Fixed expenses (non-GAAP) $ 12610 $ 13,881 $ 12,096 $ 10,131 $ 9448 $ 9526 $ 10,111 $ 9,510
% of total revenue 4.4 % 51% 4.7 % 4.1 % 4.0 % 43 % 4.9 % 49 %
New pet acquisition expense $ 17,772 $ 20,769 $ 21,642 $ 22,457 $ 22,434 $ 22,982 $ 21,627 $ 19,845
Less:

Stock-based compensation

expense@ (1,679) (1,722) (2,032) (2,079) (2,108) (2,601) (2,328) (2,136)

Other business pet acquisition

expense (10) (62) (51) (65) (181) (186) (109) (76)
Subscription acquisition cost
(non-GAAP) $ 16,083 $ 18985 $ 19559 $ 20,313 $ 20,145 $ 20,195 $ 19,190 $ 17,633
% of subscription revenue 8.8 % 11.0% 11.8% 125 % 132 % 13.9% 13.7 % 131 %

MTrupanion employees may elect to take restricted stock units in lieu of cash payment for their bonuses. We account for such expense as stock-based compensation
in accordance with GAAP, but we do not include it in any non-GAAP adjustments. Stock-based compensation associated with bonuses was approximately $0.3 million
for the three months ended September 30, 2023.

@ Consists of business acquisition transaction expenses, severance and legal costs due to certain departures, and a $3.8 million non-recurring settlement of accounts
receivable in the first quarter of 2023 related to uncollected premiums in connection with the transition of underwriting a third-party business to other insurers.
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When determining our PAC, we calculate net acquisition cost for a more comparable metric across periods. Net acquisition cost, a non-GAAP financial
measure, is calculated in a reporting period as GAAP new pet acquisition expense, excluding stock-based compensation expense, other business
segment expense, and pet acquisition expense for commission-based policies, offset by sign-up fee revenue. We exclude stock-based compensation
expense because the amount varies from period to period based on the number of awards issued and market-based valuation inputs. We exclude other
business segment pet acquisition expense because it does not relate to subscription enroliments. We exclude pet acquisition expense for commission-
based policies because the revenue of these products is earned from commissions from a third party underwriter, as opposed to the gross underwriting
premiums earned by the remainder of our subscription business. We offset sign-up fee revenue because it is a one-time charge to new members
collected at the time of enroliment used to partially offset initial setup costs, which are included in new pet acquisition expenses.

The following tables reconcile GAAP new pet acquisition expense to non-GAAP net acquisition cost (in thousands) for the nine months ended September
30, 2023 and 2022 and for each of the last eight fiscal quarters:

Nine Months Ended September 30,

2023 2022

New pet acquisition expense $ 60,183 $ 67,043
Net of sign-up fee revenue (3,492) (3,793)
Excluding:

Stock-based compensation expense (5,433) (7,037)

Other business pet acquisition expense (123) (476)

Pet acquisition expense for commission-based policies (2,641) —
Net acquisition cost $ 48,494 $ 55,737

Three Months Ended
Sept. 30,2023 Jun. 30,2023 Mar. 31,2023 Dec. 31,2022 Sep. 30,2022 Jun. 30,2022 Mar. 31,2022 Dec. 31, 2021

New pet acquisition expense $ 17,772 $ 20,769 $ 21642 $ 22457 $ 22434 $ 22982 $ 21627 $ 19,845
Net of sign-up fee revenue (1,084) (1,189) (1,219) (2,191) (1,339) (1,252) (2,202) (1,162)
Excluding:

Stock-based compensation expense (1,679) (1,722) (2,032) (2,079) (2,108) (2,601) (2,328) (2,136)

Other business pet acquisition

expense (10) (62) (52) (65) (181) (186) (109) (76)

Pet acquisition expense for

commission-based policies (826) (888) (927) (443) — — — —
Net acquisition cost $ 14173 $ 16908 $ 17,413 $ 18679 $ 18806 $ 18,943 $ 17,988 $ 16,471

Components of Operating Results
General

We operate in two business segments: subscription business and other business. Our subscription business segment consists of products that have been
created to meet the needs of their distribution channels and have similar target margin profiles. This segment generates revenue primarily from
subscription fees related to our direct-to-consumer products. Our other business segment generates revenue primarily by underwriting policies on behalf
of third parties. We do not undertake marketing efforts for these policies and have a business-to-business relationship with these third parties. The other
business segment also includes other products and insurance software solutions that have different margin profiles than our subscription business
segment.
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Revenue

We generate revenue in our subscription business segment primarily from subscription fees for our pet medical insurance. Fees are paid at the beginning
of each subscription period. In most cases, our members authorize us to directly charge their credit card, debit card or bank account through automatic
funds transfer. Subscription revenue is recognized on a pro rata basis over the enrollment term. Membership may be canceled at any time without
penalty, and we issue a refund for the unused portion of the canceled membership. We also generate a portion of our subscription business segment
revenue through commissions earned in our European markets, where policies are currently underwritten by third parties and Trupanion is acting as an
insurance broker.

We generate revenue in our other business segment primarily from writing policies on behalf of third parties where we do not undertake the direct
consumer marketing. This segment also includes revenue from other products and insurance software solutions that have a different margin profile from
our subscription business.

Cost of Revenue
Cost of revenue in each of our segments is comprised of the following:
Veterinary invoice expense

Veterinary invoice expense includes our costs to review and pay veterinary invoices, administer the payments, and provide member services, and
other operating expenses directly or indirectly related to this process. We also accrue for veterinary invoices that have been incurred but not yet
received and for the estimated internal costs of processing those invoices. This also includes amounts paid by unaffiliated general agents on our
behalf, and an estimate of amounts incurred and not yet paid for our other business segment.

Other cost of revenue

Other cost of revenue for the subscription business segment includes direct and indirect member service expenses, Territory Partner renewal
fees, payment processing fees and premium tax expenses. Other cost of revenue for the other business segment includes the commissions we
pay to unaffiliated general agents, costs to administer the programs in the other business segment and premium taxes on the sales in this
segment.

Operating Expenses

Our operating expenses are classified into four categories: technology and development, general and administrative, new pet acquisition expense, and
depreciation and amortization. For each category, except depreciation and amortization, the largest component is personnel costs, which include salaries,
employee benefit costs, bonuses and stock-based compensation expense.

Technology and development

Technology and development expenses primarily consist of personnel costs and related expenses for our technology staff, which includes
information technology development and infrastructure support, including third-party services. It also includes expenses associated with
development of new geographies, products and offerings.

General and administrative

General and administrative expenses consist primarily of personnel costs and related expenses for our finance, actuarial, human resources,
regulatory, legal and general management functions, as well as facilities and professional services.

New pet acquisition expense

New pet acquisition expenses primarily consist of costs, including personnel costs, to educate veterinarians and consumers about the benefits of
Trupanion, to generate leads and to convert leads into enrolled pets, as well as print, online and promotional advertising costs.

Depreciation and amortization

Depreciation and amortization expenses consist of depreciation of property, equipment, and software developed for internal use, as well as
amortization of finite-lived intangible assets.

Gain (loss) from investment in joint venture

Gain (loss) from investment in joint venture consists of the share of income and losses from our equity method investment in a joint venture, as well as
income and expenses associated with administrative services provided to the joint venture.
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Stock-based compensation

Stock-based compensation is included in the cost and expense line items above. Stock-based compensation will vary depending on corporate
performance and terms of the awards under our equity incentive plan. For example, when we have delivered strong performance, stock-based
compensation may increase as a result of incentive-based awards under our equity incentive plan.

Factors Affecting Our Performance

Average monthly retention. Our performance depends on our ability to continue to retain our existing and newly enrolled pets and is impacted by our
ability to provide a best-in-class value and member experience. Our ability to retain enrolled pets depends on a number of factors, including the actual and
perceived value of our services and the quality of our member experience, the ease and transparency of the process for reviewing and paying veterinary
invoices for our members, the rate of veterinary inflation and of our pricing adjustments, and the competitive environment. In addition, other initiatives
across our business may temporarily impact retention and make it difficult for us to improve or maintain this metric. For example, if the number of new pets
enrolled increases at a faster rate than our historical experience, our average monthly retention rate could be adversely impacted, as our retention rate is
generally lower during the first year of member enrollment.

Investment in pet acquisition. We have made and may continue to make significant investments to grow our member base. Our net acquisition cost and
the number of new members we enroll depends on a number of factors, including the amount we elect to invest in pet acquisition activities in any
particular period in the aggregate and by channel, the frequency of existing members adding a pet or referring their friends or family, the effectiveness of
our sales execution and marketing initiatives, changes in costs of media, the mix of our pet acquisition expenditures and the competitive environment. Our
average pet acquisition cost has in the past significantly varied, and in the future may significantly vary, from period to period based upon specific
marketing initiatives and estimated rates of return on pet acquisition spend. We also may regularly test new member acquisition channels and marketing
initiatives, which may be more expensive than our traditional marketing channels and may increase our average acquisition costs. We continually assess
our pet acquisition activities by monitoring the estimated return on PAC spend both on a detailed level by acquisition channel and in the aggregate.

Timing of price adjustments. Our subscription business’s cost-plus model depends on our ability to estimate our operating costs and expenses,
including veterinary invoice expenses, and to adjust our pricing to achieve our target returns. We regularly reevaluate and adjust the price of our
subscriptions, with a goal of achieving our targeted payout ratio, subject to the review and approval of regulators where applicable. This makes it important
for us to accurately estimate our costs and to promptly implement pricing adjustments, which generally roll onto our book of insured pets over the
succeeding twelve months. As a result, we may have timing mismatches during which our pricing does not reflect our current expense profile. In periods
of rapid increases in veterinary invoice expenses, including periods of significant inflation, this timing mismatch may have a significant impact on our
margin profile.

Timing of initiatives. Over time, we plan to implement new initiatives to improve our member experience, make modifications to our subscription plan,
introduce new coverage plans, pursue pet food or other adjacent opportunities, improve our technology, increase the number of veterinary hospitals using
our patented direct pay software, and find other ways to maintain a strong value proposition for our members. The implementation of such initiatives could
impact our expense profile and result in us incurring expenses that may not always directly coincide with revenue increases, resulting in fluctuations in
revenue and profitability in our subscription business segment.

Mix of sales. The relative mix of our business by geography, pet age, species, breed, and other factors impacts the monthly average revenue per pet we
receive. For example, prices from our plans could vary depending on the relative cost of veterinary care in different countries or areas or whether the pet
is a dog or a cat. As our mix of business between geographies changes, our metrics, such as our monthly average revenue per pet, and our exposure to
foreign exchange fluctuations will be impacted. As we expand into international markets and continue to explore other opportunities, we expect these
effects to increase.

Other business segment. Our other business segment primarily includes other product offerings that have been, and we expect will be in the future,
materially different from those in our subscription business segment. We do not undertake marketing efforts for and are not the primary interface with the
customers of the third parties for whom we write policies. Our relationships in our other business segment are generally subject to termination provisions
and are non-exclusive. Accordingly, we have limited influence on the volume of business. Loss of an entire program via contract termination could result in
the associated policies and revenue being lost over a period of 12 to 18 months, which could have a material impact on our results of operations. In some
cases, we have structured exclusive relationships, but those relationship have been and may continue to be subject to limitations on the number of
enrolled pets as to which we will write policies for the third party. We may enter into additional relationships in the future to the extent we believe they will
be beneficial to us, which could also impact our operating results.
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Results of Operations

The following tables set forth our results of operations for the periods presented both in absolute dollars and as a percentage of total revenue for those
periods. The period-to-period comparison of financial results is not necessarily indicative of future results.

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 2023 2022

(in thousands)

Revenue:
Subscription business $ 182,906 $ 152,401 $ 521,369 $ 438,048
Other business 102,947 81,359 291,379 221,122
Total revenue 285,853 233,760 812,748 659,170
Cost of revenue:
Subscription business® 157,444 128,158 455,055 365,861
Other business 93,176 75,543 266,741 204,773
Total cost of revenue 250,620 203,701 721,796 570,634
Operating expenses:
Technology and development® 5,302 6,553 15,434 18,178
General and administrative @ 12,664 10,314 46,817 28,907
New pet acquisition expense® 17,772 22,434 60,183 67,043
Depreciation and amortization 2,990 2,600 9,445 8,024
Total operating expenses 38,728 41,901 131,879 122,152
Loss from investment in joint venture 4 (57) (140) (168)
Operating loss (3,491) (11,899) (41,067) (33,784)
Interest expense 3,053 1,408 8,380 2,680
Other income, net (2,465) (889) (6,445) (1,568)
Loss before income taxes (4,079) (12,418) (43,002) (34,896)
Income tax expense (benefit) (43) 496 (472) 491
Net loss $ (4,036) $ (12,914) $ (42,530) $ (35,387)

(1) Includes stock-based compensation expense as follows:

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 2023 2022

(in thousands)

Cost of revenue $ 1,176 $ 1,472 $ 3,801 $ 5,138
Technology and development 650 1,184 1,985 3,193
General and administrative 3,281 3,792 14,448 9,281
New pet acquisition expense 1,785 2,195 5,626 7,214

Total stock-based compensation expense $ 6,892 $ 8,643 $ 25,860 $ 24,826
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Revenue

Cost of revenue

Operating expenses:
Technology and development
General and administrative
New pet acquisition expense
Depreciation and amortization

Total operating expenses

Loss from investment in joint venture

Operating loss

Interest expense

Other income, net

Loss before income taxes

Income tax expense (benefit)

Net loss

Stock-based compensation expense:

Cost of revenue

Technology and development
General and administrative
New pet acquisition expense

Total stock-based compensation expense

Subscription business revenue

Subscription business cost of revenue

Three Months Ended September 30,

Nine Months Ended September 30,

2023 2022 2023 2022
(as a percentage of revenue)
100 % 100 % 100 % 100 %
88 87 89 87
2 2
4 4 6
6 10 7 10
1 1 1 1
14 18 16 19
(€ ®) ®) ®)
1 1 1 —
@ — @ —
1) ®) ®) ®)
(1)% (6)% (5)% (5)%
Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
(as a percentage of revenue)
— % 1 % — % 1 %
_ 1 — _
1 2 2 1
1 1 1 1
2% 4 % 3 % 4 %
Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
(as a percentage of subscription revenue)
100 % 100 % 100 % 100 %
86 84 87 84
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Comparison of the Three and Nine Months Ended September 30, 2023 and 2022

Revenue
Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 % Change 2023 2022 % Change
(in thousands, except percentages, pet and per pet data)

Revenue:
Subscription business $ 182,906 $ 152,401 20 % $ 521,369 $ 438,048 19 %
Other business 102,947 81,359 27 291,379 221,122 32

Total revenue $ 285,853 $ 233,760 22 $ 812,748 $ 659,170 23

Percentage of Revenue by Segment:

Subscription business 64 % 65 % 64 % 66 %
Other business 36 35 36 34

Total revenue 100 % 100 % 100 % 100 %
Total pets enrolled (at period end) 1,712,177 1,439,605 19 1,712,177 1,439,605 19
Total subscription pets enrolled (at period end) 969,322 808,077 20 969,322 808,077 20
Monthly average revenue per pet $ 65.82 % 63.80 3 $ 64.63 % 64.09 1
Average monthly retention 98.55 % 98.71 % 98.55 % 98.71 %

Three months ended September 30, 2023 compared to three months ended September 30, 2022. Total revenue increased by $52.1 million, or 22%,
to $285.9 million for the three months ended September 30, 2023. Revenue from our subscription business segment increased by $30.5 million, or 20%,
to $182.9 million for the three months ended September 30, 2023. This increase was primarily due to a 16% increase in pet months (the sum of pets
enrolled for each month during a period) for policies underwritten by Trupanion during the respective periods and a 3% increase in monthly average
revenue per pet. Revenue from our other business segment increased by $21.6 million to $102.9 million, or 27%, for the three months ended September
30, 2023, primarily due to a 21% increase in pet months and a 5% increase in monthly average revenue per pet in this segment.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022. Total revenue increased by $153.6 million, or 23%,
to $812.7 million for the nine months ended September 30, 2023. Revenue from our subscription business segment increased by $83.3 million, or 19%, to
$521.4 million for the nine months ended September 30, 2023. This increase was primarily due to an 18% increase in pet months for policies underwritten
by Trupanion during the respective periods and a 1% increase in monthly average revenue per pet. Revenue from our other business segment increased
by $70.3 million to $291.4 million, or 32%, for the nine months ended September 30, 2023, due to a 28% increase in pet months and a 4% increase in
monthly average revenue per pet in this segment.
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Cost of Revenue

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 % Change 2023 2022 % Change

(in thousands, except percentages, pet and per pet data)
Cost of Revenue:

Subscription business:

Veterinary invoice expense $ 139,747 $ 112,915 24 % $ 403,030 $ 320,743 26 %
Other cost of revenue 17,697 15,243 16 52,025 45,118 15
Total cost of revenue 157,444 128,158 23 455,055 365,861 24
Other business:
Veterinary invoice expense 72,694 58,197 25 210,286 152,911 38
Other cost of revenue 20,482 17,346 18 56,455 51,862 9
Total cost of revenue $ 93,176 $ 75,543 23 $ 266,741 $ 204,773 30

Percentage of Revenue by Segment:

Subscription business:

Veterinary invoice expense 76 % 74 % 77 % 73 %
Other cost of revenue 10 10 10 10
Total cost of revenue 86 84 87 84

Other business:

Veterinary invoice expense 71 72 72 69
Other cost of revenue 20 21 19 23
Total cost of revenue 91 % 93 % 92 % 93 %
Total pets enrolled (at period end) 1,712,177 1,439,605 19 1,712,177 1,439,605 19
Total subscription pets enrolled (at period end) 969,322 808,077 20 969,322 808,077 20
Monthly average revenue per pet $ 65.82 $ 63.80 3 $ 64.63 $ 64.09 1

Three months ended September 30, 2023 compared to three months ended September 30, 2022. Cost of revenue for our subscription business
segment was $157.4 million, or 86% of revenue, for the three months ended September 30, 2023, compared to $128.2 million, or 84% of revenue, for the
three months ended September 30, 2022. This increase of 23% in subscription cost of revenue was primarily due to an 16% increase in pet months for
policies underwritten by Trupanion during the respective periods. The increase in cost of revenue was also attributable to a 6% increase in veterinary
invoice expense per pet, including impacts of rising veterinary invoice expenses in the current inflationary environment. Cost of revenue for our other
business segment increased by $17.6 million, or 23%, to $93.2 million for the three months ended September 30, 2023, primarily due to the 21% increase
in pet months in this segment.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022. Cost of revenue for our subscription business
segment was $455.1 million, or 87% of revenue, for the nine months ended September 30, 2023, compared to $365.9 million, or 84% of revenue, for the
nine months ended September 30, 2022. This increase of 24% in subscription cost of revenue was primarily due to an 18% increase in pet months for
policies underwritten by Trupanion during the respective periods. The increase in cost of revenue was also attributable to a 6% increase in veterinary
invoice expense per pet including rising veterinary invoice expenses in the current inflationary environment. Cost of revenue for our other business
segment increased by $62.0 million, or 30%, to $266.7 million for the nine months ended September 30, 2023, primarily due to the 28% increase in pet
months in this segment.
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Technology and Development Expenses

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 % Change 2023 2022 % Change

(in thousands, except percentages)
Technology and development $ 5,302 $ 6,553 19)% $ 15,434 $ 18,178 (15) %

Percentage of total revenue 2% 3% 2% 3%

Three months ended September 30, 2023 compared to three months ended September 30, 2022. Technology and development expenses
decreased by $1.3 million, or 19%, to $5.3 million for the three months ended September 30, 2023, due to a decrease of $1.3 million in development
expense as several initiatives that were pre-revenue in the prior year were launched and have begun generating revenue. Expenses associated with
these initiatives are now recorded within the income statement based on the underlying nature of the expense. Technology and development expenses
decreased from 3% to 2% of total revenue year over year.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022. Technology and development expenses decreased
by $2.7 million, or 15%, to $15.4 million for the nine months ended September 30, 2023, driven primarily by a decrease of $3.9 million in development
expense as several initiatives that were pre-revenue in the prior year were launched and have begun generating revenue. Expenses associated with
these initiatives are now recorded within the income statement based on the underlying nature of the expense. This decrease was partially offset by a
$0.5 million increase in contractor expenses and a $0.5 million increase in IT system hosting expenses. Technology and development expenses
decreased from 3% to 2% of total revenue year over year.

General and Administrative Expenses

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 % Change 2023 2022 % Change

(in thousands, except percentages)
General and administrative $ 12,664 $ 10,314 23 % $ 46,817 $ 28,907 62 %

Percentage of total revenue 4% 4% 6 % 4%

Three months ended September 30, 2023 compared to three months ended September 30, 2022. General and administrative expenses increased
by $2.4 million, or 23%, to $12.7 million for the three months ended September 30, 2023. The increase was primarily due to a $1.2 million increase in
compensation and employee-related expenses, a $0.4 million increase in professional services, and a $0.3 million increase in licensing fees. General and
administrative expenses remained at a consistent 4% of total revenue year over year.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022. General and administrative expenses increased by
$17.9 million, or 62%, to $46.8 million for the nine months ended September 30, 2023. The increase in expense was primarily due to a $5.2 million
increase in stock-based compensation, of which $4.8 million related to charges after certain executive departures, and a $3.8 million increase related to
the negotiated settlement of uncollected premiums in connection with the transition of underwriting a third-party business to other insurers. Additionally,
there was a $4.5 million increase in general compensation and other employee-related expenses, a $1.3 million increase in consulting services, and a
$0.7 million increase in licensing and regulatory fees. General and administrative expenses increased from 4% to 6% of total revenue year over year,
partially due to certain non-recurring expenses.

32



New Pet Acquisition Expense

New pet acquisition expense

Percentage of total revenue

Subscription Business:

Total subscription pets enrolled (at period end)

Average pet acquisition cost (PAC)

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 % Change 2023 2022 % Change
(in thousands, except percentages, pet and per pet data)
$ 17,772 $ 22,434 21)% $ 60,183 $ 67,043 (10) %
6 % 10% 7% 10 %
969,322 808,077 20 969,322 808,077 20
$ 212 $ 268 (21) $ 232 $ 291 (20)

Three months ended September 30, 2023 compared to three months ended September 30, 2022. New pet acquisition expenses decreased by $4.7
million, or 21%, to $17.8 million for the three months ended September 30, 2023 driven primarily by a decrease in expenses to generate leads and
conversion, as we focused on growth in our more efficient channels. New pet acquisition expenses as a percentage of revenue was 6% for the three
months ended September 30, 2023 compared to 10% in the same period last year, as we were able to stay disciplined with our discretionary pet
acquisition spend while still maintaining a relatively high level of pet enroliment growth.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022. New pet acquisition expenses decreased by $6.9
million, or 10%, to $60.2 million for the nine months ended September 30, 2023 driven primarily by a decrease in expenses to generate leads and
conversion, as we focused on growth in our more efficient channels. New pet acquisition expenses as a percentage of revenue was 7% for the nine
months ended September 30, 2023 compared to 10% in the same period last year, as we were able to stay disciplined with our discretionary pet
acquisition spend, while still maintaining a relatively high level of pet enroliment growth.

33



Depreciation and Amortization

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 % Change 2023 2022 % Change

(in thousands, except percentages)
Depreciation and amortization $ 2,990 $ 2,600 15% $ 9,445 $ 8,024 18%
Percentage of total revenue 1% 1% 1% 1%

Three months ended September 30, 2023 compared to three months ended September 30, 2022. Depreciation and amortization expense increased
by $0.4 million, or 15%, to $3.0 million for the three months ended September 30, 2023 primarily driven by the amortization of acquired intangible assets.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022. Depreciation and amortization expense increased
by $1.4 million, or 18%, to $9.4 million for the nine months ended September 30, 2023 primarily driven by the amortization of acquired intangible assets.

Total Other (Income) Expense, Net

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 % Change 2023 2022 % Change

(in thousands)

Interest expense $ 3,053 $ 1,408 117% $ 8,380 $ 2,680 213%
Other income, net (2,465) (889) 177% (6,445) (1,568) 311%
Total other (income) expense, net $ 588 $ 519 13% $ 1,935 $ 1,112 74%
Percentage of total revenue — % — % — o — %

Three months ended September 30, 2023 compared to three months ended September 30, 2022. Total other (income) expense, net increased by
$0.1 million to $0.6 million for the three months ended September 30, 2023 primarily due to an increase in interest expense incurred on the Credit Facility
which was partially offset by an increase in interest earned on our investment portfolio.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022. Total other (income) expense, net increased by $0.8
million to $1.9 million for the nine months ended September 30, 2023 primarily due to an increase in interest expense incurred on the Credit Facility which
was partially offset by an increase in interest earned on our investment portfolio.

Stock-Based Compensation

Stock-based compensation is included in the cost and expense line items in the consolidated statements of operations, discussed above.

Three months ended September 30, 2023 compared to three months ended September 30, 2022. Stock-based compensation expense decreased
by $1.8 million, or 20%, to $6.9 million for the three months ended September 30, 2023. The amount of stock-based compensation recognized largely
reflects the timing and vesting of our annual performance grants.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022. Stock-based compensation increased by $1.0
million, or 4%, to $25.9 million for the nine months ended September 30, 2023. The amount of stock-based compensation recognized largely reflects the
timing and vesting of our annual performance grants. In addition, there was a $4.8 million increase in stock-based compensation in the period as a result
of charges after certain executive departures.
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Liquidity and Capital Resources

The following table summarizes our cash flows for the periods indicated (in thousands):

Nine Months Ended September 30,

2023 2022
Net cash provided by (used in) operating activities $ 1,131 $ (9,019)
Net cash provided by (used in) investing activities 25,086 (36,964)
Net cash provided by (used in) financing activities 58,557 46,061
Effect of foreign exchange rates on cash, cash equivalents, and restricted cash, net (830) (1,964)
Net change in cash, cash equivalents and restricted cash $ 83944 $ (1,886)

Our primary requirements for liquidity are paying veterinary invoices, funding operations and capital requirements, investing in new member acquisition,
investing in enhancements to our member experience, and servicing debt. We have certain contractual obligations in the normal course of business,
including obligations and commitments relating to our credit facility (the Credit Facility) with Piper Sandler Finance, LLC, acting as the administrative
agent, non-cancellable vendor purchase agreements, as well as future payments of veterinary invoices. Refer to Note 8, Reserve for Veterinary Invoices,
included in Item 1 of Part | of this report, for further details on anticipated cash outflows.

Our primary sources of liquidity have been cash provided by operations and available borrowings from our Credit Facility. We believe these sources are
sufficient to fund our operations and capital requirements for the next 12 months. As we continue to grow and consider strategic opportunities, however,
we may explore additional financing to fund our operations and growth or to meet capital requirements. Financing could include equity, equity-linked, or
debt financing. Additional financing may not be available to us on acceptable terms, or at all. As our capital surplus grows relative to the rate of growth of
our business, we may also generate cash, via dividends or other methods, from one or more of our underwriting entities.

As of September 30, 2023, the Company had $265.9 million in cash, cash equivalents and short-term investments, of which $228.0 million was held by
the Company's insurance entities. Outside of insurance entities, the Company held $37.9 million in cash, cash equivalents and short-term investments
with an additional $15.0 million available under its Credit Facility. The Company's insurance entities maintained $227.0 million of capital surplus, which
was $60.8 million in excess of the estimated risk-based capital requirement of $166.2 million. The ability to distribute any portion of this estimated $60.8
million excess to our parent company, and the timing of any distribution, may be subject to regulatory limitations.

In April 2021, our board of directors approved a share repurchase program, pursuant to which we may, between May 2021 and May 2026, repurchase
outstanding shares of our common stock. While our board of directors has approved the program, any repurchase activity is subject to quarterly
assessment and board approval, based on various factors including available cash, our stock price relative to our estimated intrinsic value, forecasted
operating results, and available opportunities to deploy capital. We repurchased no shares under this program during the nine months ended September
30, 2023.

Operating Cash Flows

We derive operating cash flows primarily from the sale of our subscription plans, which is used to pay veterinary invoices and other cost of revenue.
Additionally, cash is used to support the growth of our business by reinvesting to acquire new pet enroliments, develop new product offerings and to fund
projects that improve our members' experience. Net cash provided by operating activities was $1.1 million for the nine months ended September 30,
2023, compared to $9.0 million net cash used for the nine months ended September 30, 2022. The change was primarily driven by an increase in cash
collections from members, a decrease in acquisition cost, and timing differences in other working capital activities.

Investing Cash Flows

Net cash provided by investing activities was $25.1 million for the nine months ended September 30, 2023, primarily consisting of $38.0 million in
maturities of investment securities, net of purchases, offset by $14.3 million of capital expenditures primarily related to the development of internal-use
software focused on member experience improvements. Net cash used by investing activities was $37.0 million for the nine months ended September 30,
2022, primarily consisting of $21.2 million of purchases of investment securities, net of maturities, and $11.6 million of capital expenditures primarily
related to the development of internal-use software focused on member experience improvements.

Financing Cash Flows

Net cash provided by financing activities was $58.6 million for the nine months ended September 30, 2023, primarily consisting of $60.1 million in
proceeds from the Credit Facility, offset by $1.4 million in repayments on the Credit Facility. Net cash provided by financing activities was $46.1 million for
the nine months ended September 30, 2022, primarily consisting of $54.3 million in proceeds from the Credit Facility, offset by $5.8 million in repurchases
of common stock, and $3.8 million in shares withheld to satisfy tax withholdings.
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Long-Term Debt

Our Credit Facility provides us with up to $ 150.0 million of credit. As of September 30, 2023, we issued term loans totaling $135.0 million under the Credit
Facility. The Credit Facility is secured by substantially all of our assets and those of our subsidiaries. Refer to Note 9, Debt, included in Item 1 of Part | of
this report, for further details.

Regulation

As of September 30, 2023, our insurance entities collectively held $115.5 million in short-term investments and $390.6 million in other current assets,
including $112.5 million held in cash and cash equivalents to be used for operating expenses of our insurance subsidiaries. Most of the assets in our
insurance entities are subject to certain capital and dividend rules and regulations prescribed by jurisdictions in which they are authorized to operate.

American Pet Insurance Company (APIC)

The majority of our investments are held by our insurance entities to satisfy risk-based capital requirements of the National Association of Insurance
Commissioners (NAIC). The NAIC requirements provide a method for analyzing the minimum amount of risk-based capital (statutory capital and surplus
plus other adjustments) appropriate for an insurance company to support its overall business operations, taking into account the risk characteristics of the
company'’s assets, liabilities and certain other items. An insurance company found to have insufficient statutory capital based on its risk-based capital ratio
may be subject to varying levels of additional regulatory oversight depending on the level of capital inadequacy. APIC must hold certain capital amounts in
order to comply with the statutory regulations and, therefore, we cannot use these amounts for general operating purposes without regulatory approval.
As our business grows, the amount of capital we are required to maintain to satisfy our risk-based capital requirements may increase significantly, though
risk-based capital requirements also take our overall rate of growth into consideration. As of September 30, 2023, APIC was required to maintain at least
$134.6 million of risk-based capital to avoid this additional regulatory oversight. As of that date, APIC maintained $191.0 million of risk-based capital
surplus. The increase of capital surplus at APIC during the quarter was due to retained earnings from APIC's underwriting profit.

ZPIC Insurance Company (ZPIC), QPIC Insurance Company (QPIC), and GPIC Insurance Company (GPIC)

In 2021, we established two new wholly-owned insurance subsidiaries, ZPIC and QPIC, domiciled in Missouri and Nebraska, respectively, and in 2023 we
established a new wholly-owned insurance subsidiary, GPIC, domiciled in Canada. We have funded required statutory capital to each of these new
subsidiaries. As of September 30, 2023, neither ZPIC, QPIC nor GPIC have begun underwriting any insurance policies, accordingly, each of these entities
currently is overcapitalized relative to traditional risk-based capital requirements. We formed these insurance subsidiaries to provide us flexibility as to the
insurance entity we use to market and write policies.

Wyndham Insurance Company (SAC) Limited (WICL) Segregated Account AX

WICL Segregated Account AX was established by WICL, with Trupanion, Inc. as the shareholder, to enter into a reinsurance agreement with Omega
General Insurance Company. All of the assets and liabilities of WICL Segregated Account AX are legally segregated from other assets and liabilities
within WICL, and all shares of the segregated account are owned by Trupanion, Inc. In February 2023, our parent entity received a dividend of $7.3
million from WICL Segregated Account AX as allowed under our agreements with WICL. As required by the Office of the Superintendent of Financial
Institutions regulations related to our reinsurance agreement with Omega General Insurance Company, we are required to maintain a Canadian Trust
account with the greater of CAD $2.0 million or 120% of unearned Canadian premium plus 20% of outstanding Canadian claims, including all incurred but
not reported claims. As of September 30, 2023, the account held CAD $14.2 million.

Though we are not directly regulated by the Bermuda Monetary Authority (BMA), WICL's regulation and compliance impacts us as it could have an
adverse impact on the ability of WICL Segregated Account AX to pay dividends. WICL is regulated by the BMA under the Insurance Act of 1978
(Insurance Act) and the Segregated Accounts Company Act of 2000. The Insurance Act imposes on Bermuda insurance companies, solvency and
liquidity standards, certain restrictions on the declaration and payment of dividends and distributions, certain restrictions on the reduction of statutory
capital, and auditing and reporting requirements, and grants the BMA powers to supervise and, in certain circumstances, to investigate and intervene in
the affairs of insurance companies. Under the Insurance Act, WICL, as a class 3 insurer, is required to maintain available statutory capital and surplus at a
level equal to or in excess of a prescribed minimum established by reference to net written premiums and loss reserves.
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Under the Bermuda Companies Act 1981, as amended, a Bermuda company may not declare or pay a dividend or make a distribution out of contributed
surplus if there are reasonable grounds for believing that: (a) the company is, or would after the payment be, unable to pay its liabilities as they become
due; or (b) the realizable value of the company’s assets would thereby be less than its liabilities. The Segregated Accounts Company Act of 2000 further
requires that dividends out of a segregated account can only be paid to the extent that the cell remains solvent and the value of its assets remain greater
than the aggregate of its liabilities and its issued share capital and share premium accounts.

Contractual Obligations

We enter into long-term contractual obligations and commitments in the normal course of business, primarily debt obligations and non-cancellable vendor
service agreements. In March 2022, we entered into a credit agreement that provides us with up to $150.0 million of credit, including a $60.0 million initial
term loan that was funded at closing and an aggregate $75.0 million of delayed draw term loans funded between December 2022 and September 2023.
Refer to Note 9, Debt, included in Item 1 of Part | of this report, for further details, including interest and future principal payments.

Critical Accounting Estimates

Our discussion and analysis of our financial condition and results of operations is based upon our consolidated financial statements, which have been
prepared in accordance with GAAP. The preparation of these consolidated financial statements requires us to make estimates and judgments that affect
the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities as of the date of the consolidated financial statements,
as well as the reported revenue and expenses during the reporting periods.

Critical accounting estimates are those that we consider the most important to the portrayal of our financial condition and results of operations because
they require our most difficult, subjective or complex judgments, often as a result of the need to make estimates about the effect of matters that are
inherently uncertain. Generally, we base our estimates on historical experience and on various other factors that we believe to be reasonable under the
circumstances. Actual results may differ from these estimates.

There have been no material changes to our critical accounting estimates as compared to those described in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2022.
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Item 3. Quantitative and Qualitative Disclosures About Market Risks

Management believes there have been no material changes to our quantitative or qualitative disclosures about market risk during the first nine months of
2023. For a discussion of our exposure to market risk, refer to our market risk disclosures set forth in Part Il, Item 7A, “Quantitative and Qualitative
Disclosures About Market Risk” of the 2022 Form 10-K.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure
controls and procedures (as defined in Rules 13a- 15(e) and 15d- 15(e) under the Exchange Act), as of the end of the period covered by this Quarterly
Report on Form 10-Q. Based on such evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that as of such date, our
disclosure controls and procedures were effective.

Changes in Internal Control

There were no changes in our internal control over financial reporting identified in management'’s evaluation pursuant to Rules 13a-15(d) or 15d-15(d) of
the Exchange Act during the period covered by this Quarterly Report on Form 10-Q that materially affected, or are reasonably likely to materially affect,
our internal control over financial reporting.

Limitations on Effectiveness of Controls and Procedures

In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well
designed and operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls
and procedures must reflect the fact that there are resource constraints and that management is required to apply judgment in evaluating the benefits of
possible controls and procedures relative to their costs.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we are subject to litigation matters and claims arising from the ordinary course of business, including, but not limited to, claims of
alleged infringement of trademarks, copyrights, and other intellectual property rights; employment claims; coverage disputes with policyholders; disputes
regarding general contracts; and regulatory or governmental investigations or disputes. We record an estimated liability relating to such matters when it is
both probable that a liability has been incurred and the amount of the loss can be reasonably estimated. The outcomes of legal proceedings are inherently
unpredictable, subject to significant uncertainties, and could be material to our operating results for a particular period. We review our estimates at least
quarterly and makes adjustments to reflect the outcome of negotiations, estimated settlements, legal rulings, advice of legal counsel and other information
and events pertaining to a particular matter.

Item 1A. Risk Factors

Investing in our common stock involves a high degree of risk. You should carefully consider the risks and uncertainties described below,
together with all of the other information in this report, including our consolidated financial statements and related notes, as well as in our
other filings with the SEC, in evaluating our business and before investing in our common stock. The risks and uncertainties described below
are not the only ones we face. Additional risks and uncertainties that are not expressly stated, that we are unaware of, or that we currently
believe are not material, may also become important factors that affect us. If any of the following risks occur, our business, operating results,
financial condition and prospects could be materially harmed. In that event, the price of our common stock could decline, and you could lose
part or all of your investment.

Summary of Material Risk Factors
Our business is subject to numerous risks and uncertainties of which you should be aware. Among others, these risks relate to:

«  Our significant net losses since inception, ability to achieve and maintain profitability or our ability to maintain our rate of revenue growth in the
future;

«  Our ability to grow and retain our member base, including uncertainties in the assumptions we use to determine our new pet acquisition spend,
variable costs of attracting new members through online channels such as social media or search engines and from leads generated from
Territory Partners, veterinarians and other third parties;

» Our reliance on Territory Partners, whom we engage as independent contractors rather than employees, and other third parties;

* The actual levels of our veterinary invoice expense (which may increase with use of our patented software for direct payment of invoices) and our
ability to timely and accurately process valid invoices and to identify improper invoices;

e Our ability to maintain certain levels of surplus capital under applicable insurance regulations;

«  Our ability to react to competitors and alternative financing methods for pet related medical costs;

*  Our ability to maintain and enhance our brand;

»  Our ability to maintain and scale our infrastructure, to invest in or acquire businesses, products or technologies, or otherwise manage our growth;
¢ Changes in legal, judicial, social and other environmental conditions, which could result in unexpected claim and coverage liability;

» Ourreliance on key personnel and strategic relationships and our ability to maintain these relationships;

* Fluctuations in foreign exchange rates, other issues relating to expanding our operations internationally, and general changes in the global
economy that can cause our operating results to vary;

«  Ownership of multiple insurance subsidiaries in different jurisdictions;

« Our ability to maintain effective internal controls and security measures, including measures to mitigate cyber-attacks;
*  Our acceptance of automatic fund transfers, credit card and debit card payments;

e Ownership of an office building;

e Our ability to protect our intellectual property (IP), avoid violating IP rights of others, and maintain relationships with third parties providing
necessary |IP and technology to us;

*  The outcome of litigation or regulatory proceedings;
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» Our level of indebtedness, our ability to service our debt, and our ability to comply with covenants that may restrict our operations and limit our
ability to expand our business;

e Our ability to utilize net operating loss carryforwards and potential increases in our tax liabilities;

e Our ability to comply with numerous laws and regulations applicable to our business, including state, federal and foreign laws relating to
insurance, privacy, the internet, email and texting, and accounting matters; and

e Our common stock, including missed earnings guidance, inadequate analyst coverage, trading volatility, lack of dividends, concentrated
ownership, and anti-takeover provisions in our governing documents.

Risks Related to Our Business and Industry
We have incurred significant cumulative net losses since our inception and may not be able to achieve or maintain profitability in the future.

We have incurred significant cumulative net losses since our inception. We incurred net losses of $44.7 million and $35.5 million in the years ended
December 31, 2022 and 2021, respectively, and as of December 31, 2022, we had an accumulated deficit of $171.6 million. We have funded our
operations through equity financings and borrowings under revolving lines of credit and term loans. Our ability to achieve and maintain profitability will
depend, in significant part, on obtaining new members, retaining our existing members, maintaining relationships with our strategic partners, and ensuring
that our expenses, including new pet acquisition expense, do not exceed our revenue. We expect to make significant expenditures and investments in
new pet acquisition and product initiatives and these expenditures may not result in additional growth. Our recent growth in revenue and membership may
not be sustainable or may decrease, and we may not generate sufficient revenue to consistently achieve profitability. Additionally, we budget for our
expenses based, in significant part, on our estimates of future revenue and many of these expenses are fixed in the short term. As a result, we may be
unable to adjust our spending in a timely manner if our revenue falls short of our estimates. Accordingly, any significant shortfall of revenue in relation to
our estimates could have an immediate negative effect on our financial results.

We may not maintain our current rate of revenue growth.

Our revenue has increased quickly and substantially in recent years. We believe that our continued revenue growth will depend on, among other factors,
our ability to:

* improve our market penetration through cost-efficient and effective pet acquisition programs to attract new members;

» convert leads into enroliments;

* maintain high retention rates;

* increase the lifetime value per pet;

e maintain positive relationships with veterinarians and other lead sources;

* maintain positive relationships with and increase the number and efficiency of Territory Partners;

* successfully integrate entities we acquire into our business;

* expand our business internationally;

e create and maintain positive relationships with strategic partners, particularly partners who present us with new sales channels and those who
create software solutions for veterinary practices;

« continue to offer products with a superior value with competitive features and rates;

e price our subscriptions in relation to actual operating expenses and achieve required regulatory approval for pricing changes;

* recruit, integrate and retain skilled, qualified and experienced sales professionals who can demonstrate our value proposition to new and existing
members;

« provide our members with superior service, including timely and efficient payment of veterinary invoices, and by recruiting, integrating and
retaining skilled and experienced personnel who can efficiently review veterinary invoices and process payments;

* generate new relationships and manage and maintain existing relationships and programs in our other business segment;

e react to existing and new competitors;

e protect and defend our critical intellectual property;

* increase awareness of and positive associations with medical insurance for pets and our brand;

* react to unexpected developments and general macroeconomic conditions, including pandemics and unfavorable changes in economic
conditions, such as inflation, rising interest rates, or a recession; and

» successfully respond to and comply with regulations affecting our business and defend or prosecute any litigation.

You should not rely on our historical rate of revenue growth as an indication of our future performance.
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We base our decisions regarding new pet acquisition expenditures primarily on the projected internal rate of return on marketing spend. Our
estimates and assumptions may not accurately reflect our future results - we may overspend on new pet acquisition, and we may not be able
to recover our pet acquisition costs or generate profits from these investments.

We have made and plan to continue to make significant investments to grow our member base. In addition to our acquisitions of Smart Paws GmbH
(Smart Paws) and Royal Blue s.r.o, the parent company of PetExpert Europe s.r.o. (PetExpert), which added to our member base, we spent $80.4 million
in new pet acquisition expense to acquire new members for the year ended December 31, 2022. Our average pet acquisition cost and the number of new
pets we enroll depends on a number of factors and assumptions, including the effectiveness of our sales execution and marketing initiatives, changes in
costs of media, the mix of our pet acquisition expenditures and the competitive environment. Our average pet acquisition cost has increased over time
and has significantly varied in the past. In the future, our average pet acquisition cost may continue to rise and significantly vary period to period based
upon specific marketing initiatives. We also regularly test new member acquisition channels and marketing initiatives, including direct-to-consumer
initiatives, which often are more expensive than our traditional veterinarian-focused marketing channels and generally increase our average acquisition
costs.

In addition, we base our decisions regarding our new pet acquisition expenditures primarily on our internal rate of return generated on an average pet.
This analysis depends substantially on estimates and assumptions based on our historical experience with pets enrolled in earlier periods, including our
key operating metrics. If our estimates and assumptions regarding our internal rate of return and the lifetime value of the pets that we project to acquire
and our related decisions regarding investments in new pet acquisition prove incorrect, or if our calculation of internal rate of return and lifetime value of
the pets that we project to acquire differs significantly from that of pets acquired in prior periods, we may be unable to recover our new pet acquisition
expenses or generate profits from our investment in acquiring new members. Moreover, if our new pet acquisition expenses increase or we invest in
member acquisition channels that do not ultimately result in the expected number of new member enroliments, the return on our investment may be lower
than we anticipate irrespective of the lifetime value of the pets that we project to acquire as a result of the new members. If we cannot generate profits
from this investment, we may need to alter our growth strategies, and our growth rate and operating results may be adversely affected. In addition, even if
we decrease our average pet acquisition cost, our operating margins may differ from our expectations due to incorrect assumptions relating to existing
members adding new pets or referring friends, expenses for member support, and other factors, some of which we do not control.

The prices of our subscriptions are based on assumptions and estimates. If our actual experience differs from the assumptions and estimates
used in pricing our subscriptions or if we are unable to obtain any necessary regulatory approval for our pricing, our revenue and financial
condition could be adversely affected.

The pricing of our subscriptions reflects amounts we expect to pay for a pet's medical care and we derive these prices from assumptions that we make
based on our analytics platform. Our analytics platform draws upon pet data we collect and we use this data to price our policy in response to a number of
factors, including a pet's species, breed, age, gender and location. Factors related to pet location include the current and assumed changes in the cost
and availability of veterinary technology and treatments and local veterinary hospital preferences. Some data that feeds into our analytics platform is
provided by third-party sources and these sources may limit or prevent us from accessing the data. Additionally, the assumptions we make about breeds
and other factors in pricing may prove to be inaccurate and, accordingly, these pricing analytics may not accurately reflect the expense that we will
ultimately incur. Furthermore, if any of our competitors develop similar or better data systems, adopt similar or better underwriting criteria and pricing
models or receive our data, our competitive advantage could decline or be lost.

The prices of our subscriptions also reflect assumptions and estimates regarding our own operating costs and expenses. We monitor and manage our
pricing and overall sales mix to achieve our target returns. If the actual costs, including veterinary invoice expenses, operating costs and expenses within
anticipated pricing allowances, are greater than our assumptions and estimates such that the premiums we collect are insufficient to cover these
expenses, then our results could be adversely affected and our revenue may be insufficient to consistently maintain profitability. Conversely, if our pricing
assumptions differ from actual results such that we overprice risks, our competitiveness and growth prospects could be adversely affected.

In addition, most states require licensure and regulatory approval prior to marketing new insurance products. Our practice has been to regularly reevaluate
and adjust the price of our subscriptions, with a goal of achieving our targeted payout ratio, subject to the review and approval of applicable state
regulators, who may reduce or disallow our pricing changes. Such review has in the past resulted (for instance, during the COVID-19 pandemic), and may
in the future result, in delayed implementation of pricing changes, which could adversely affect our operating results and financial condition. In addition,
we may be prevented by regulators from implementing significant pricing changes, requiring us to raise rates more quickly than we otherwise may desire.
This could damage our reputation with our members and reduce our retention rates, which could significantly damage our brand, result in the loss of
expected revenue and otherwise harm our business, operating results and financial condition.
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If we are unable to grow our member base and maintain high member retention rates, our growth prospects and revenue will be adversely
affected.

Our ability to grow our business depends on retaining and expanding our member base. For the year ended December 31, 2022, we generated 66.0% of
our revenue from subscriptions. In order to continue to increase our membership, we must continue to convince prospective members of the benefits of
medical insurance for pets in general and our subscription in particular. To maintain our existing member base, we need to continue to reinforce the value
of our subscription.

We utilize Territory Partners, who are paid fees based on enrollments and retention in their regions, to communicate the benefits of medical insurance to
veterinarians through a combination of remote and in-person communications. Veterinarians then educate pet owners, who visit our website or call our
contact center to learn more about these benefits, and potentially become members. We also invest in other third-party and direct-to-consumer member
acquisition channels, though we have limited experience with some of them. We intend to maintain our Territory Partner model and structure and we plan
to introduce other distribution channels to increase lead generation and to engage in other sales and promotional activities, including direct-to-consumer
advertising, all of which are likely to increase our acquisition costs. In addition, these go-to-market plans may face unexpected delays, costs or other
challenges, such as decreased ability of Territory Partners to conduct in-person visits with veterinarians.

We seek to convert pet owners who visit our website and call our contact center into members. The rate at which we convert these visitors into members
is a significant factor in the growth of our member base. A number of factors have influenced, and could in the future influence, the conversion rates for
any given period, some of which are outside of our control. These factors include:

« the competitiveness of our subscription, including its perceived value, simplicity, and fairness;

« our ability to explain and educate consumers regarding the benefits and differences related to our products and any potential consumer confusion
as we add more products;

e changes in consumer shopping behaviors due to circumstances outside of our control, such as increased inflation and other economic conditions,
the COVID-19 pandemic and containment efforts, and consumers’ ability or willingness to pay for our product;

* legal or regulatory requirements, including those that make the experience on our website cumbersome or difficult to navigate or that hinder our
ability to communicate with potential members quickly and in a way that is more conducive to conversion;

e system failures or interruptions in our website or contact center; and

We have made and plan to continue to make substantial investments in features and enhanced functionalities for our website and support our contact
center. These enhancements are designed to help appropriately direct pet owner traffic to the enroliment journey of their choice, increase member
engagement, and improve member service. These activities do not directly generate revenue, however, and we may never realize any benefit from these
investments. If the expenses that we incur in connection with these activities do not result in sufficient growth in members to offset the cost, our business,
operating results and financial condition will be adversely affected.

We have historically experienced high average monthly retention rates. For example, our average monthly retention rate between 2010 and 2022 was
98.6%. We expect to continue to make significant expenditures relating to the retention of existing members.

If we do not retain our existing members or if our marketing initiatives do not result in enrolling more pets or result in enrolling pets that inherently have a
lower retention rate, we may not be able to maintain our retention and new pet acquisition rates. Members we obtain through aggressive promotions or
other channels that involve relatively less meaningful contact between us and the member are more likely to terminate their subscription. In the past, we
have experienced reduced retention rates during periods of rapid member growth, as our retention rate generally has been lower during the first year of
member enrollment. Members may choose to terminate their subscription for a variety of reasons, including, loss of pet, increased subscription fees,
perceived or actual lack of value, delays or other unsatisfactory experiences in how we review and process veterinary invoice payments, unsatisfactory
member service, an economic downturn, a more attractive offer from a competitor, changes in our subscription or other reasons, including reasons that
are outside of our control. Our cost of acquiring a new member is substantially greater than the cost involved in maintaining our relationship with an
existing member. If we are not able to successfully retain existing members and limit cancellations, our revenue and operating margins will be adversely
impacted and our business, operating results and financial condition would be harmed.

We rely significantly on Territory Partners, veterinarians and other third parties, including strategic partners, to generate leads.
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In order for us to implement our business strategy and grow our revenue, we must effectively maintain and increase the number and quality of our
relationships with Territory Partners, veterinarians, existing members, complementary online and other businesses, animal shelters, breeders and
veterinary affiliates, including veterinarian purchasing groups and associations and other referral sources, and continue to scale and improve our
processes, programs and procedures that support them. Those processes, programs and procedures could become increasingly complex and difficult to
manage as we grow.

Veterinary leads represent our largest member acquisition channel. We spend significant time and resources attracting qualified Territory Partners and
providing them with current information about our business and they, in turn, communicate the benefits of medical insurance for pets to veterinarians. Our
relationship with our Territory Partners may be terminated at any time (for instance, if they feel unsupported or undervalued by us), and, if terminated, we
may not recoup the costs associated with educating them about our subscription products, and the relationship developed by that Territory Partner would
be unsupported until such time a new Territory Partner is installed. Sometimes a single relationship may be used to cover multiple territories so that a
terminated relationship with a Territory Partner could significantly affect our company. Further, if we experience an increase in the rate at which Territory
Partner relationships are terminated, we may not develop or maintain relationships with veterinarians as quickly as we have in the past or need to in order
to execute our business strategy and our growth and financial performance could be adversely affected.

Our ability to generate leads through veterinary hospitals could be negatively impacted if our policy is perceived to be inadequate, unreliable,
cumbersome or otherwise does not provide sufficient value, or if our process for paying veterinary invoices is unsatisfactory to the veterinarians and their
clients.

If we fail to establish new or are unable to maintain our existing member acquisition channels, if the cost of our existing sources increases or does not
scale as we anticipate, or if we are unable to continue to use any existing channels or programs in any jurisdiction, including our exam day offer program,
our member levels and pet acquisition expenses may be adversely affected.

Territory Partners are independent contractors and, as such, may pose additional risks to our business.

Territory Partners are independent contractors and, accordingly, we do not directly provide the same direction, motivation and oversight over Territory
Partners as we otherwise could if Territory Partners were our own employees. Further, Territory Partners may themselves employ or engage others; we
refer to these partners and their associates, collectively, as our Territory Partners. We do not control a Territory Partner’'s employment or engagement of
others, and it is possible that the actions of their employees and/or contractors could create threatened or actual legal proceedings against us. Moreover,
applicable law might prevent or limit our ability to include non-compete obligations in our contracts with Territory Partners. Similarly, Territory Partners
may not require, or applicable law may not permit or may limit a Territory Partner’s ability to subject their employees or service providers to non-compete
obligations.

Territory Partners may decide not to participate in our marketing initiatives and/or training opportunities, accept our introduction of new solutions or comply
with our policies and procedures applicable to them, any of which may adversely affect our ability to develop relationships with veterinarians and grow our
membership. If we terminate a contract with a Territory Partner, such termination could also trigger contractually obligated termination payments or result
in disputes, including threatened or actual legal or regulatory proceedings.

We believe that Territory Partners are not and should not be classified as employees under existing interpretations of the applicable laws of the
jurisdictions in which we operate. We do not pay or withhold any employment tax with respect to or on behalf of Territory Partners or extend any benefits
to them that we generally extend to our employees, and we otherwise treat Territory Partners as independent contractors. Applicable authorities or
Territory Partners may in the future challenge this classification. Further, the applicable laws or regulations, including tax laws or interpretations, may
change. If it were determined that we had misclassified any of our Territory Partners, we may be subjected to penalties and/or be required to pay
withholding taxes, extend employee benefits, provide compensation for unpaid overtime, or otherwise incur substantially greater expenses with respect to
Territory Partners. In addition, the costs associated with defending, settling, or resolving pending and future lawsuits (including demands for arbitration)
relating to the independent contractor status of Territory Partners could be material to our business.

Any of the foregoing circumstances could have a material adverse impact on our operating results and financial condition.

We depend in part on Internet search engines to attract potential new members to visit our website. If Internet search engines’ methodologies
are modified or our search result page rankings decline for other reasons, our new member growth could decline, and our business and
operating results could be harmed.
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We endeavor to drive significant traffic to our website from consumers who search for pet medical insurance through Internet search engines such as
Google, Bing and Yahoo!. A critical factor in attracting consumers searching for pet medical insurance on the Internet to our website is whether we are
prominently displayed in response to Internet searches relating to medical insurance for pets. Algorithmic search result listings are determined and
displayed in accordance with a set of formulas or algorithms developed by the particular Internet search engine, which may change from time to time. If
we are listed less prominently in, or removed altogether from, search result listings for any reason, the traffic to our websites would decline and we may
not be able to replace this traffic, which in turn would harm our business, operating results and financial condition. If we decide to attempt to replace this
traffic, we may be required to increase our pet acquisition expenditures, including by utilizing paid search advertising. Certain of our competitors have
spent additional funds to promote their products in search results over us. If we decide to respond by purchasing search advertising, our pet acquisition
costs would increase which may harm our business, operating results and financial condition.

Our actual veterinary invoice expense may exceed our current reserve established for veterinary invoices and may adversely affect our
operating results and financial condition.

We maintain a recorded reserve for veterinary invoices that is based on our best estimates of the amount of veterinary invoices we expect to pay,
inclusive of an estimate for veterinary invoices we have not yet received, after considering internal factors, including data from our proprietary data
analytics platform, experience with similar cases, actual veterinary invoices paid, historical trends involving veterinary invoice payment patterns, patterns
of receipt of veterinary invoices, seasonality, pending levels of unpaid veterinary invoices, veterinary invoice processing programs and contractual terms.
We may also consider external factors, including changes in the law, court decisions, changes to regulatory requirements and economic conditions,
including the current inflationary environment. Because reserves are estimates of veterinary invoices that have been incurred but are not yet submitted to
us, setting appropriate reserves is an inherently uncertain and complex process that involves significant subjective judgment. Further, we do not transfer
or cede our risk as an insurer and, therefore, we maintain more risk than we would if we purchased reinsurance.

Rising costs of veterinary care and the increasing availability and usage of more expensive, technologically advanced medical treatments may increase
the amounts of veterinary invoices we receive, especially in the current inflationary environment. Increases in the number and amount of veterinary
invoices we receive could arise from unexpected or other events that are inherently difficult to predict or estimate, such as a pandemic that spreads
through the pet population, tainted pet food or supplies or an unusually high number of serious injuries or illnesses. Similarly, industry trends may emerge
that are difficult to identify or to predict their impact on us, such as consolidated ownership of veterinary hospitals that increase prices more rapidly than
we estimate. We may experience volatility in the number of veterinary invoices we receive from time to time, and short-term trends may not continue over
the longer term. The number or amount of veterinary invoices may be affected by the level of care and attentiveness an owner provides to the pet, the
pet’s breed and age (at enroliment) and other factors outside of our control, as well as fluctuations in member retention rates and by new member
initiatives that encourage an increase in veterinary invoices and other new member acquisition activities.

The ultimate cost of paying veterinary invoices and the related administration may vary materially from recorded reserves, and such variance may result in
adjustments to the reserve for veterinary invoices, which could have a material effect on our operating results and resources available for acquiring
additional members.

If more veterinary hospitals install and use our patented proprietary software, the number or amounts of veterinary invoices we receive is
likely to increase.

Our patented proprietary software is designed to integrate directly with most practice management software systems used by veterinary hospitals and
allow us to receive and pay veterinary invoices directly to the hospital. We believe that it is critical to our long-term success to improve the member
experience so we encourage veterinary hospitals to install and use our software. We have found that installation and use of our patented software by a
veterinary hospital could increase the number of invoices we receive from that hospital. As more veterinary hospitals install our patented software, we
expect the number or amounts of veterinary invoices to increase and result in an increase in our cost of revenue, which may have a material adverse
effect on our financial condition.

Our use of capital may be constrained by minimum capital requirements or contractual obligations.

Our insurance subsidiaries are required to maintain minimum levels of surplus to support our overall business operations in consideration of our size and
risk profile. We have in the past and may in the future fail to maintain the amount of risk-based capital required to avoid potentially costly additional
regulatory oversight. We are also subject to a contractual obligation related to our reinsurance agreement with Omega, who currently writes our policies in
Canada. Under this agreement, we are required to fund a Canadian trust account in accordance with Canadian regulations.
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To comply with these regulations and contractual obligations, we may be required to maintain capital that we would otherwise invest in our growth and
operations, which may require us to modify our operating plan or marketing initiatives, delay the implementation of new initiatives or development of new
technologies, decrease the rate at which we hire additional personnel and enter into relationships with Territory Partners, incur indebtedness or pursue
equity or debt financings or otherwise modify our business operations, any of which could have a material adverse effect on our operating results and
financial condition. For the year ended December 31, 2022, we accessed our line of credit, in part, to ensure we maintained the necessary amount of risk-
based capital.

Our success depends in part on our ability to review, process, and pay veterinary invoices timely and accurately.

We believe member satisfaction and retention depends in part on our ability to accurately evaluate and pay veterinary invoices in a timely manner. Many
factors can affect our ability to do this, including the training, experience and skill of our personnel, our ability to reduce the number of payment requests
made for services not included in our subscription, effectiveness of management, our ability to develop or select and implement appropriate procedures,
supporting technologies and systems, changes in our policy and veterinarian compliance with our protocols and procedures. Our failure to pay veterinary
invoices, accurately and in a timely manner, or to deploy resources appropriately, could result in unanticipated costs to us, lead to material litigation,
undermine member goodwill and our reputation, and impair our brand image and, as a result, materially and adversely affect our competitiveness, financial
results, prospects and liquidity.

In addition, we use artificial intelligence and machine learning to leverage data so we can automate the payment of veterinary invoices. Although we
intend to increase the percentage of veterinary invoices paid without human intervention and process veterinary invoices in seconds, our efforts may be
unsuccessful for a number of reasons. The data we gather is extensive, and the development, maintenance and operation of our data analytics engine is
novel, expensive and complex. We may face unforeseen difficulties, including material performance problems, undetected defects or technical obstacles,
for example, with new capabilities incorporating machine learning. If such problems, defects, or obstacles prevent our proprietary algorithms from
operating properly, we may incorrectly pay or deny claims made by our customers. Such errors could result in existing customers canceling their policies,
prospective customers declining to purchase our subscription, or improper payments that reduce our resources. Additionally, our artificial intelligence and
machine learning algorithms may lead to unintentional bias or discrimination, which could subject us to legal or regulatory liability that has a material and
adverse effect on our business, results of operations and financial condition.

We may not identify fraudulent or improperly inflated veterinary invoices.

It is possible that we may pay a veterinary invoice which appears authentic but in fact reflects false products or prices. It is also possible that veterinarians
will charge insured customers higher amounts than they would charge their non-insured clients for the same service or product, or may alter medical

records or exclude information from records. Such activity could lead to unanticipated costs to us and/or to time and expense to recover such costs. They
could also lead to strained relationships with veterinarians and/or members, and could adversely affect our competitiveness, financial results and liquidity.

We operate in a competitive market which could adversely affect our prospects, operating results and financial condition.

We are and will continue to operate in a competitive market. For instance, we compete with pet owners that self-finance unexpected veterinary invoices
with savings or credit, as well as traditional “pet insurance” providers and relatively new entrants into our market. The vast majority of pet owners in the
United States and Canada do not currently have medical insurance for their pets. We are focused primarily on expanding our share of the overall market,
and we view our primary competitive challenge as educating pet owners on why our subscription is a better alternative to self-financing.

Additionally, there are traditional insurance companies that provide pet insurance products, either as a stand-alone product or along with a broad range of
other insurance products, such as wellness. In addition, new entrants backed by large insurance companies have entered (and in some cases exited) the
medical insurance for pets market in the past and more may do so in the future. Further, traditional “pet insurance” providers may consolidate or take
other actions to mimic the efficiencies from our vertically-integrated structure or create other operational efficiencies, which could lead to increased
competition. The success of any of these competitors would, in time, affect our prospects, operating results and financial condition.

Some of our current and potential competitors have longer operating histories, larger customer bases, greater brand recognition and significantly greater
financial, technical, marketing and other resources than we do. In addition to competing for new enroliments, such competitors may drive up pet
acquisition costs and/or make offers that are more attractive to potential employees, referral sources and third-party service providers.

Moreover, some of our existing competitors may consolidate or be acquired, or may enter into new alliances with each other or establish or strengthen
cooperative relationships. Any such consolidation, acquisition, alliance or cooperative relationship could adversely affect our ability to compete effectively
and result in our loss of market share and could result in a competitor with greater financial, technical, marketing, service and other resources, all of which
could harm our business, financial condition, cash flows and results of operations.
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To compete effectively, we believe we will need to continue to invest significant resources in pet acquisition, in improving our member service levels, in
the online experience and functionalities of our website and in other technologies and infrastructure. Failure to compete effectively against our current or
future competitors could result in loss of current or potential members, which could adversely affect our pricing, lower our revenue, prevent us from
maintaining profitability and diminish our brand strength.

If we are unable to maintain and enhance our brand recognition and reputation, our business and operating results will be harmed.

We believe that maintaining and enhancing our brand recognition and reputation is critical to our relationships with existing members, Territory Partners,
veterinarians and others, and to our ability to attract new members, new Territory Partners, and additional supportive veterinarians. We also believe that
the importance of our brand recognition and reputation will continue to increase as competition in our market continues to develop and mature. Our
success in this area will depend on a wide range of factors, some of which are out of our control, including the following:

« the efficacy and viability of our pet acquisition programs and initiatives;

» the perceived value of our subscription;

« the quality of service provided, including the fairness, ease and timeliness of reviewing and paying veterinary invoices;
e actions of our competitors, Territory Partners, veterinarians and others;

«  positive or negative publicity, including regulatory pronouncements and material on the Internet or social media;

* regulatory and other government-related developments; and

» litigation-related developments.

The promotion of our brand will require us to make substantial investments, and we anticipate that, as our market becomes increasingly competitive, these
branding initiatives may become increasingly difficult and expensive. Our brand promotion activities may not be successful or yield increased revenue,
and to the extent that these activities result in increased revenue, the increased revenue may not offset the expenses we incur and our operating results
could be harmed. If we do not successfully maintain and enhance our brand, our business may not grow which would harm our operating results and
financial condition.

Furthermore, negative publicity, whether or not justified, relating to events or activities attributed to us, our employees, Territory Partners, our strategic
partners, our affiliates, or others associated with any of these parties, may tarnish our reputation and reduce the value of our brands. Damage to our
reputation and loss of brand equity may reduce demand for our services and have an adverse effect on our business, operating results, and financial
condition. Moreover, any attempts to rebuild our reputation and restore the value of our brands may be costly and time consuming, and such efforts may
not ultimately be successful.

Our business depends on our ability to maintain and scale the infrastructure necessary to operate our technology platform and could be
adversely affected by a system failure.

Our business depends on our ability to maintain and scale the infrastructure necessary to operate our technology platform, which includes our analytics
and pricing engine, systems for managing veterinary invoice payments, customer relationship management system, billing system, contact center phone
system and website. We use these technology frameworks to price our subscriptions, enroll members, engage with current members and pay veterinary
invoices. Our members review and purchase subscriptions through our website and contact center, and for those veterinary hospitals who have installed
our patented proprietary software, we receive and pay veterinary invoices directly to the hospitals through our patented software. Our reputation and
ability to acquire, retain and serve our members and support our partners depends on the reliable performance of our technology platform and the
underlying network systems and infrastructure, and on providing best-in-class member service, including through our contact center and website. As our
member base continues to grow, the amount of information collected and stored on the systems and infrastructure supporting our technology platform will
continue to grow, and we expect to require an increasing amount of network capacity, computing power and information technology personnel to develop
and maintain our technology platform and service our departments involved in member interaction.
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We have made, and expect to continue to make, substantial investments in equipment and related network infrastructure to handle the operational
demands on our technology platform, including increasing data collection, software development, traffic on our website and the volume of calls at our
contact center. The operation of the systems and infrastructure supporting our technology platform is expensive and complex and could experience
operational failures. In the event that our data collection, member base or amount of traffic on these systems grows more quickly than anticipated, we may
be required to incur significant additional costs to increase the capacity in our systems. Further, our development and implementation activities may not be
successful, may not be well-received by veterinarians or by new or existing members, particularly if they are costly, cumbersome or unreliable, and we
may incur delays or cost overruns or elect to curtail our currently planned expenditures related to them. Even if our system improvements are well-
received, they may be or become obsolete due to technological reasons or the availability of alternative solutions in the marketplace. If new solutions and
enhancements are not successful on a long-term basis, we may not realize benefits from these investments, and our business and financial condition
could be adversely affected.

In addition, any system failure that causes an interruption in or decreases the responsiveness of our services could impair our revenue-generating
capabilities, harm our business and operating results and damage our reputation. In addition, any loss or mishandling of data could result in breach of
confidence, competitive disadvantage or loss of members, and subject us to potential liability. Any failure of the systems and infrastructure that we rely on
could negatively impact our enrollments as well as our relationship with members. If we do not maintain or expand the systems and infrastructure
underlying our technology platform successfully, or if we experience operational failures, our reputation could be harmed and we could lose current and
potential members, which could harm our operating results and financial condition.

If we fail to effectively manage our growth, our business, operating results and financial condition may suffer.

We have recently experienced, and expect to continue to experience, significant growth, which has placed, and may continue to place, significant
demands on our management and our operational and financial systems and infrastructure. We expect that our growth strategy will require us to commit
substantial financial, operational and technical resources and this commitment may also result in increased costs (such as member acquisition costs or
costs associated with increases in the number or amounts of veterinary invoices received) generated by our business, which could prevent us from
achieving profitability and remaining profitable and could impair our ability to compete effectively for business. If we do not effectively manage growth at
any time, our financial condition could be harmed and the quality of our services could suffer.

In order to successfully expand our business, we need to hire, integrate and retain highly skilled and motivated employees and continue to improve our
existing systems for operational and financial management. These improvements could require significant capital expenditures and place increasing
demands on our management. If we do not successfully implement improvements in these areas, our business, operating results and financial condition
will be harmed.

Emerging claim and coverage issues may adversely affect our business.

As industry practices and legal, judicial, social and other environmental conditions change, unexpected and unintended issues related to claims and
coverage may emerge, including new or expanded theories of liability. These or other changes could impose new financial obligations on us by extending
coverage beyond our underwriting intent or otherwise require us to make unplanned modifications to the products and services that we provide, or cause
the delay or cancellation of products and services that we provide. In some instances, these changes may not become apparent until sometime after we
have issued subscriptions that are affected by the changes. As a result, the full extent of liability under our subscriptions may not be known for many years
after the subscription begins.

Our operating results may vary, which could make period-to-period comparisons less meaningful, and make our future results difficult to
predict.

We have historically and may in the future experience fluctuations in our revenue, expenses and operating results. Our operating results may fluctuate in
the future as a result of a number of factors, many of which are beyond our control. These fluctuations may make comparing our operating results on a
period-to-period basis less meaningful and make our future results difficult to predict. You should not rely on our past results as an indication of our future
performance. In addition, if revenue levels do not meet our expectations, our operating results and ability to execute on our business plan are likely to be
harmed.

Seasonal or periodic variations in the behavior of our members also may cause fluctuations in our financial results. Enrollment in our subscription tends to
be discretionary in nature and may be sporadic, reflecting overall economic conditions, budgeting constraints, pet-buying patterns and a variety of other
factors, many of which are outside our control.

Due to these and other factors, our financial results for any quarterly or annual period may not meet our expectations or the expectations of investors or
analysts that follow our stock and may not be meaningful indications of our future performance.
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Changes in the economy may affect consumer spending on our subscription and this may negatively impact our business, operating results
and financial condition.

Our business may be affected by changes in the economic environment. Medical insurance for cats and dogs is a discretionary purchase, and members
may reduce or eliminate their discretionary spending during an economic downturn, resulting in an increase in subscription cancellations and a reduction
in the number of new member enroliments. We may experience a material increase in cancellations or a material reduction in our member retention rate
in the future, especially in the event of a prolonged recessionary period or a downturn in economic conditions. Conversely, consumers may have more
income to pay veterinary costs out-of-pocket and less desire to purchase our subscription during a period of economic growth. In addition, media prices
may increase during a period of economic growth, which could increase our new pet acquisition expenses. As a result, our business, operating results
and financial condition may be significantly affected by changes in the economic environment.

We depend on key personnel to operate our business and, if we are unable to retain, attract and integrate qualified personnel, our ability to
develop and successfully grow our business could be harmed.

Our success depends to a significant extent on the continued services of our current management team, including Darryl Rawlings, our founder, Chief
Executive Officer and Chairperson of the Board. The loss of Mr. Rawlings or several other key executives or employees within a short time frame could
have a material adverse effect on our business. We employ all of our employees, including executive officers and key employees on an at-will basis, and
their employment can be terminated by us or them at any time, for any reason and without notice, subject to severance payment obligations. In order to
retain valuable employees, in addition to salary and cash incentives, we have provided stock options and restricted stock that vest over time. While we
may in the future grant equity awards tied to company performance, if we do not achieve certain financial goals, we will not grant equity awards and this
may affect our ability to retain employees. The value to employees of stock options and restricted stock that vest over time will be significantly affected by
movements in our stock price that are beyond our control and may at any time be insufficient to maintain their retention benefit or counteract offers from
other companies. We would be adversely affected if we fail to adequately plan for the succession of our senior management and other key employees.
Additionally, if we were to lose a large percentage of our current employees in a relatively short time period, or our employees were to engage in a work
stoppage or unionize, we may be unable to hire and train new employees quickly enough to prevent disruptions in our operations, which may result in the
loss of members, Territory Partners and/or referral sources.

Our success also depends on our ability to attract, retain and motivate additional skilled management personnel. We plan to continue to expand our work
force, which we believe will enhance our business and operating results. As a result of COVID-19, we adopted hybrid work arrangements, which may
result in decreased efficiency. Over time, hybrid work arrangements may also decrease the cohesiveness of our teams, which is critical to our corporate
culture and to attracting, retaining and motivating skilled management personnel. We believe that there is significant competition for qualified personnel
with the skills and knowledge that we require. Many of the other companies with which we compete for qualified personnel have greater financial and
other resources than we do. New hires require significant training, capital expenditures and, in most cases, significant time before they achieve full
productivity. New employees may not become as productive as we expect, and we may be unable to hire or retain sufficient numbers of qualified
individuals. If we do not successfully hire and integrate new employees in accordance with our plans, our business, operating results and financial
condition will be harmed.

We may continue to create, invest in or acquire businesses, products and technologies, which could divert our management’s attention, result
in additional dilution to our stockholders, otherwise disrupt our operations or harm our operating results.

We have in the past created, invested in or acquired complementary businesses, products, technologies and new lines of business, and we may continue
to do so in the future. Our ability to successfully evaluate and manage investment opportunities, or make and integrate acquisitions or products, is
unproven. For example, we have invested in a pet food initiative, and we believe that pet food may be an important part of our offerings over the long
term. We do not have experience manufacturing, selling, or distributing food products and pet food manufacturing facilities and pet food products are
subject to many laws and regulations administered by the United States Department of Agriculture, the Federal Food and Drug Administration, the
Occupational Safety and Health Administration, and other federal, state, local, and foreign governmental agencies relating to the production, packaging,
labelling, storage, distribution, quality, and safety of food products and the health and safety of employees. We have also acquired technology intended to
enable us to improve our back-end software and facilitate certain expansion efforts, but technology integration is complicated, expensive and time
consuming, and it may not result in us realizing the intended benefits from the acquisition.
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The pursuit of potential new products, investments or acquisitions may divert the attention of management and cause us to incur various expenses in
identifying, investigating and pursuing suitable opportunities, whether or not they are consummated. Further, even if we successfully invest in or acquire
additional businesses or technologies, we may not achieve the anticipated benefits from the transaction. The investment or acquisition may also expose
us to additional risks, including from unknowingly inheriting liabilities that are not adequately covered by contractual remedies. Acquisitions or investments
could also result in dilutive issuances of equity securities or the incurrence of debt, which could adversely affect our operating results.

If we do not spend our development budget efficiently or effectively on commercially successful and innovative offerings and products, we may not realize
the expected benefits of our strategy. Further, our development efforts with respect to new products and offerings and integrations of acquired businesses
could distract management from current operations, and will divert capital and other resources from our more established products and offerings. If an
investment or acquisition fails to meet our expectations, our business, operating results and financial condition may suffer.

We may not realize the benefits of our current and planned strategic relationships.

Our growth strategy includes developing and maintaining strategic relationships with various third parties. For example, in October 2020, we entered into
a Strategic Alliance Agreement and certain related agreements with Aflac Incorporated (Aflac). We generally pursue strategic relationships with industry
leaders that may offer us expanded access to segments of the pet owner market. For these efforts to be successful, we must successfully enter into
agreements with these third parties on terms that are attractive to us, and then successfully implement the arrangement, which requires integrating and
coordinating their resources and capabilities with our own, which may present challenges relating to technology integration, marketing, regulatory matters,
customer support, and other operational matters. We may be unsuccessful in entering into agreements with acceptable third parties, negotiating favorable
terms in these agreements, or achieving the anticipated results. In addition, our strategic relationships may require us to agree to exclusivity or other terms
that may limit our ability to pursue opportunities we might otherwise pursue. For example, we agreed to work exclusively with Aflac to develop
opportunities in Japan’s pet insurance marketplace. In connection with our strategic relationships, we have in the past and may in the future provide equity
consideration, impose contractual holding periods for such securities, impose standstill obligations or include other requirements that terminate in the
event the strategic relationship ceases, which may have an adverse effect on our stock price and otherwise cause our business to suffer.

Strategic relationships also involve various risks, depending on their structure, including the following:
e our strategic partners may not be successful in creating leads;
« we may be unable to convert leads from our strategic partners into enrolled pets;
* our strategic partners could terminate their relationships with us;
e our strategic partners may acquire or form alliances with our competitors, thereby reducing their business with us;
e we may overpay strategic partners relative to the business the relationship generates; and
* bad publicity and other issues faced by our strategic partners could negatively impact us.

If we are unsuccessful in our strategic relationships, we may not realize the intended benefits of these relationships, lose the investment we have made in
these relationships, face difficulty entering into other relationships, and our business may suffer.

Our business and financial condition is subject to risks related to our writing of policies for unaffiliated third parties.

Our other business segment includes revenues and expenses related to underwriting policies on behalf of third parties that do not carry reference to the
Trupanion brand. The contractual relationships with these third parties may be terminated by either party or the third party may choose to begin a
relationship with a different underwriter. Any termination of these relationships could result in a reduction in our revenue. For the year ended

December 31, 2022, premiums from policies sourced by general agents accounted for 32% of our total revenue, and one general agent sourced
members whose premiums accounted for over 10% of our total revenue. Further, in administering or marketing a product to consumers, if an unaffiliated
third party makes an operating decision that adversely affects its business or brand, our business or brand could also be adversely impacted. We expect
to roll off a portion of our other business starting in 2023 in order to allow us to utilize capital for other purposes, but we do not control the timing or extent
of this roll off and, accordingly, it may not proceed as we expect, which could cause our results to fluctuate or have other unexpected impacts on our
business.

Changes to this business may be volatile due to the nature of the relationships. Further, this business historically has had, and we expect it to continue to
have, lower margins than our core business. As a result of this business, we are subject to additional regulatory requirements and scrutiny, which increase
our costs and risks, and may have an adverse effect on our operations. Further, administration of this business and any similar business in the future may
divert our time and attention away from our core business, which could adversely affect our operating results in the aggregate.
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In Canada, our medical plan is written by Omega General Insurance Company. If Omega were to terminate its underwriting arrangement with
us, our business could be adversely affected.

In Canada, our medical insurance for pets subscription is currently written by Omega, and we assume all premiums written by Omega and the related
veterinary invoice expense through an agency agreement and a fronting and administration agreement. We expect to begin to underwrite our own
products in Canada through our wholly-owned subsidiary, GPIC Insurance Company (GPIC). If Omega were to terminate our agreement or be unable to
write insurance for regulatory or other reasons, in particular before GPIC is duly authorized to write insurance across all Canadian jurisdictions, we may
have to terminate subscriptions with our existing Canadian members and/or suspend member enroliment and renewals in Canada. In addition, as we
move business from Omega to GPIC, we may be required to contribute more risk-based capital than expected into GPIC.

We are expanding our operations internationally, and we may therefore become subject to a number of risks associated with international
expansion and operations.

We are expanding our operations internationally and expect to continue exploring outside of North America. For instance, we have entered the Australian
market in 2019 through a joint venture. In August 2022 we purchased Smart Paws, a managing general agent for pet insurance with operations based in
Germany and Switzerland, and in November 2022 we acquired PetExpert, a managing general agent for pet insurance with operations based in the
Czech Republic and Slovakia. We have limited history of marketing, selling, administering and supporting our subscription product for consumers outside
of the North America. In general, international sales and operations may be subject to a number of risks, including the following:

* regulatory rules and practices, foreign exchange controls, tariffs, tax laws and treaties that are different than those we operate under currently;

« the costs and resources required to modify our subscription appropriately to suit the needs and expectations of residents and veterinarians in
such foreign countries;

* our data analytics platform may have limited applicability in foreign countries, which may impact our ability to develop adequate underwriting
criteria and accurately price subscriptions in such countries;

* increased expenses incurred in establishing and maintaining office space and equipment for our international operations;

» technological incompatibility between our patented proprietary software and software used by veterinarians;

« difficulties in modifying our business model or subscription in a manner suitable for any particular foreign country, including any modifications to
our Territory Partner model to the extent we determine that our existing model is not suitable for use in foreign countries;

» our lack of experience in marketing to consumers and veterinarians and online engagement in foreign countries, especially if doing so in a foreign
language;

e our relative lack of industry connections in many foreign countries;

« our ability to locally hire, integrate and retain highly skilled and motivated employees and establish and improve systems for operational and
financial management where appropriate;

« difficulties in managing operations due to language barriers, distance and time zone differences, staffing, cultural differences and business
infrastructure constraints, including difficulty in obtaining foreign and domestic visas;

» the uncertainty of protection for intellectual property rights in some countries; and

* general economic and political conditions in these foreign markets.

These and other factors could harm our ability to gain future international revenue and increase our expenses, which would materially impact our business
and operating results. The expansion of our existing international operations and entry into additional international markets will require significant
management attention and financial resources, which may detract from management attention and financial resources otherwise available to our existing
business. Our failure to successfully manage our international operations and the associated risks effectively could limit the future growth of our business
and could have an adverse effect on our operating results and financial condition.

Changes in foreign exchange rates may adversely affect our revenue and operating results.

In addition to the United States, we offer products in Canada, several European countries, and Australia, and we are pursuing operations in several other
jurisdictions. These activities expose us to the risk of changes in currency exchange rates. For the year ended December 31, 2022, approximately 15% of
our total revenue was generated in Canada. While we have not experienced material exposure to exchange rates in Australia or Europe, that may not
continue. Fluctuations in the relative strength of the US dollar compared to the currencies of other jurisdictions in which we operate has in the past and
could in the future adversely affect our revenue and operating results. Moreover, in the future, we may expand the number of countries in which we offer
products and operate and this could increase our exposure to currency exchange rate fluctuations.

Owning multiple insurance subsidiaries may harm our results of operations.
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We currently own one of the insurers through which we are issuing products - APIC, a New York domiciled insurer. We also own and have regulatory
approvals for two new insurers domiciled respectively in Missouri and Nebraska, ZPIC Insurance Company and QPIC Insurance Company. We are
currently pursuing so-called expansion applications for these entities in most United States jurisdictions. In addition, we own and are pursuing Canadian
regulatory approvals for our Canadian insurer GPIC and we may also seek to acquire or establish other insurers.

Acquisitions and operations of these insurers presents a number of risks, including the following:

e Acquiring or forming a new insurance subsidiary may divert the attention of management and cause us to incur various expenses in identifying,
investigating and pursuing suitable opportunities, whether or not the acquisition or formation is completed.

» Even if we are successful in forming or acquiring a new insurance subsidiary we may not achieve the anticipated benefits.

* Each insurance entity will likely require a significant initial minimum capital contribution.

e Each insurance entity will be subject to additional regulatory scrutiny in the jurisdiction of incorporation and any additional jurisdictions in which
the insurance subsidiary operates. Failure to comply with laws, regulations and guidelines applicable to a new insurance subsidiary could result in
significant liability, result in the loss of revenue and otherwise harm our business, operating results and financial condition.

e Asupervisory regulator may increase the amount of capital we must hold in an insurance subsidiary, especially if it shows material growth. We
may not have easy access to such capital, and using it for this purpose may prevent us from investing in our growth and operations, which may
require us to modify our operating plan, delay new initiatives, interfere with personnel growth, incur indebtedness or pursue financings, or
otherwise modify our operations, any of which could have a material adverse effect on our operating results and financial condition.

e If the required minimum capital in one of our insurers falls below the required threshold, the responsible regulator may take action, or such a
reduction may result in a breach of various contractual relationships, including, for example, with the unaffiliated general agents for which we write
medical insurance for pets policies, which may give such parties the ability to cancel their contracts with us and/or sue us for damages related to
our risk-based capital levels, which could have a material adverse effect on our financial condition.

*  We may not obtain required regulatory approvals in connection with potentially investing a portion of an insurer’s assets, for example in real
property.

We may require additional capital to meet our risk-based capital requirements, pursue our business objectives and respond to business
opportunities, challenges or unforeseen circumstances. If capital is not available to us at any time, our business, operating results and
financial condition may be harmed.

We may require additional capital to meet our risk-based capital requirements, operate or expand our business or respond to unforeseen circumstances.
Additional funds may not be available when we need them, on terms that are acceptable to us, or at all. For instance, our arrangement with Aflac requires
that, before we issue or sell equity to another investor, we are required to provide Aflac an opportunity to purchase equity allowing them to maintain their
ownership percentage. This requirement may introduce delays or prevent us from raising funds through the issuance of securities. If we raise additional
funds through the issuance of equity or convertible securities, the percentage ownership of holders of our common stock could be significantly diluted and
these newly issued securities may have rights, preferences or privileges senior to those of holders of our common stock. Further, volatility in the equity
markets may have an adverse effect on our ability to obtain equity financing or the cost of such financing and, in the event we require additional debt
financing, volatility in the debt markets may have an adverse effect on our ability to obtain debt financing or the cost of such financing. Similarly, our
access to funds may be impaired if regulatory authorities or rating agencies take negative actions against us. If a combination of these factors were to
occur, our internal sources of liquidity may prove to be insufficient and, in such case, we may not be able to successfully obtain additional financing on
favorable terms. If funds are unavailable to us on reasonable terms when we need them, we may be unable to meet our risk-based capital requirements,
train and support our employees, support Territory Partners, maintain the competitiveness of our technology, pursue business opportunities, service our
existing debt, pay veterinary invoices or acquire new members, any of which could have an adverse effect on our business, operating results and financial
condition.

If we are unable to maintain effective internal control over financial reporting in the future, investors may lose confidence in the accuracy and
completeness of our financial reports and the market price of our common stock may be negatively affected.

Section 404 of the Sarbanes-Oxley Act of 2002 (the Sarbanes-Oxley Act) requires that we evaluate and determine the effectiveness of our internal control
over financial reporting and provide a management report on the internal control over financial reporting, which must be attested to by our independent
registered public accounting firm.
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We may not detect errors on a timely basis and our financial statements may be materially misstated. We have had in the past, and may have in the
future, material weaknesses and significant deficiencies in our internal control over financial reporting. If we or our independent registered public
accounting firm identify future material weaknesses in our internal control over financial reporting, we are unable to comply with the requirements of
Section 404 in a timely manner, we are unable to assert that our internal control over financial reporting is effective or our independent registered public
accounting firm is unable to express an opinion as to the effectiveness of our internal control over financial reporting, investors may lose confidence in the
accuracy and completeness of our financial reports and the market price of our common stock could be negatively affected. We could also become
subject to investigations by the stock exchange on which our securities are listed, the SEC or other regulatory authorities, which could require additional
financial and management resources.

If our security measures are breached and unauthorized access is obtained to our data, including our members’ data, we may lose our
competitive advantage, our systems may be perceived as not being secure and we may incur third-party liability.

Our data repository contains proprietary information that we believe gives us a competitive advantage, including data on veterinary invoices received and
other data with respect to members, Territory Partners, veterinarians and other third parties. We also collect and utilize demographic and other information
from and about our members when they visit our website, call our contact center and apply for enroliment. Further, we use tracking technologies, including
“cookies,” to help us manage and track our members’ interactions and deliver relevant advice and advertising. Security breaches could expose us to a risk
of loss of our data and/or disclosure of this data, either publicly or to a third party who could use the information to gain a competitive advantage. Because
techniques used to obtain unauthorized access or to sabotage systems change frequently and generally are not recognized until launched against a
target, we may be unable to anticipate these techniques or implement adequate preventative measures. In the event of a loss of our systems or data, we
could experience increased costs, delays, legal liability and reputational harm, which in turn may harm our financial condition, damage our brand and
result in the loss of members. Such a disclosure also could lead to litigation and possible liability.

In the course of operating our business, we store and/or transmit our members’ confidential information, including credit card and bank account numbers
and other private information. Because the methods used to obtain unauthorized access to private information change frequently and may be difficult to
detect for long periods of time, security breaches would expose us to a risk of loss of this information, litigation and possible liability. Our payment services
are similarly susceptible to credit card and other payment fraud schemes, including unauthorized use of credit cards, debit cards or bank account
information, identity theft or merchant fraud.

If our security measures are breached as a result of third-party action, employee error, malfeasance or otherwise, and, as a result, someone obtains
unauthorized access to our data, including data of our members, our reputation may be damaged, our business may suffer and we could incur significant
liability. Because techniques used to obtain unauthorized access or to sabotage systems change frequently and generally are not recognized until
launched against a target, we may be unable to anticipate these techniques or implement adequate preventative measures. If an actual or perceived
breach of our security occurs, the public perception of the effectiveness of our security measures could be harmed.

In addition, cyber-attacks or acts of terrorism could cause disruptions in our business or the economy as a whole. Our servers and systems may also be
vulnerable to computer viruses, break-ins and similar disruptions from unauthorized tampering with our computer systems, which could lead to
interruptions, delays, loss of critical data or the unauthorized disclosure of confidential member data. We currently have limited disaster recovery
capability, and our business interruption insurance may be insufficient to compensate us for losses that may occur. Such disruptions could negatively
impact our ability to run our business, which could have an adverse effect on our operating results and financial condition.

We are subject to a number of risks related to accepting automatic fund transfers and credit card and debit card payments.

We accept payments of subscription fees from our members through automatic fund transfers and payments via credit and debit card and mobile payment
applications. For payments via credit and debit card and mobile payment applications, we pay interchange and other fees, which may increase over time.
An increase in the number of members who utilize credit and debit cards and mobile apps to pay their subscription fees or related credit and debit card
fees would reduce our margins and could require us to increase subscription fees, which could cause us to lose members and revenue, or suffer an
increase in our operating expenses, either of which could adversely affect our operating results.
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If we, or any of our processing vendors or banks have problems with our billing software, or if the billing software malfunctions, it could have an adverse
effect on our member satisfaction and could cause one or more of the major credit card companies or banks to disallow our continued use of their
payment products. In addition, if our billing software fails to work properly and, as a result, we do not automatically charge our members’ credit cards on a
timely basis or at all, or a bank withdraws the incorrect amount or fails to timely transfer the correct amount to us, we could lose revenue and harm our
member experience, which could adversely affect our business and operating results. Moreover, a vendor could fail to process payments, or could
process payments in the wrong amounts, which could result in us failing to collect premiums, could result in increased cancellations and could adversely
affect our reputation.

We are also subject to payment card association operating rules, certification requirements and rules governing electronic funds transfers, including the
Payment Card Industry Data Security Standard (PCI DSS), a security standard applicable to companies that collect, store or transmit certain data
regarding credit and debit cards, holders and transactions. Although we are currently compliant with PCI DSS, in the past we were not, and in the future
we may not be, fully or materially compliant with PCI DSS, or other payment card operating rules. Any failure to comply with the PCI DSS in the future
may violate payment card association operating rules, federal and state laws and regulations, and the terms of our contracts with payment processors and
merchant banks. Such failure to comply may subject us to fines, penalties, damages and civil liability, and may result in the loss of our ability to accept
credit and debit card payments. In addition, there is no guarantee that PCI DSS compliance will prevent illegal or improper use of our payment systems or
the theft, loss or misuse of data pertaining to credit and debit cards, credit and debit card holders and credit and debit card transactions.

If we fail to adequately control fraudulent payment processing, we may face civil liability, diminished public perception of our security measures and
significantly higher credit card-related costs, each of which could adversely affect our business, operating results and financial condition.

If we are unable to maintain our chargeback rate at acceptable levels, our credit card fees for chargeback transactions, or our fees for many or all
categories of credit and debit card transactions, credit card companies and debit card issuers may increase our fees or terminate their relationship with us.
Any increases in our credit card and debit card fees could adversely affect our operating results, particularly if we elect not to raise our subscription fees.
The termination of our ability to process payments on any major credit or debit card would significantly impair our ability to operate our business.

We have limited experience owning an office building and may face unexpected costs.

In August 2018, we purchased our headquarters office building in Seattle, Washington, USA. Prior to this purchase, we had no experience owning an
office building. It is difficult to predict all costs associated with maintaining the building and ensuring it is suitable for our use and that of other tenants and
maintain compliance with all environmental and other regulations applicable to ownership of real estate. Following our transition to hybrid work
arrangements, we have far fewer people working in our headquarters office, resulting in decreased utilization of our space. Failure to attract and retain
tenants for our unused space will result in our not receiving rental income and could also cause a reduction in the value of the building. Tenants may also
negotiate tenant improvements, requiring capital expenditures that may adversely impact our financial position. In addition, we may identify structural
defects or other conditions, or we may determine that remodeling or renovations are necessary given our business operations and objectives. Managing
tenants, maintaining the building, and otherwise facing the costs and responsibilities of being the owner of a building may be a distraction from our core
business and cause our performance to suffer.

Failure to adequately protect our intellectual property could substantially harm our business and operating results.

We rely on a combination of intellectual property rights, including trade secrets, patents, copyrights, trademarks and domain names, as well as contractual
restrictions, to establish and protect our patented proprietary software and our intellectual property. Despite our efforts to protect our proprietary rights,
unauthorized parties may attempt to copy our digital content, pricing analytics, technology, software, branding and functionality, or obtain and use
information that we consider proprietary. Moreover, policing our proprietary rights is difficult and may not always be effective. As we continue to expand
internationally, we may need to enforce our rights under the laws of countries that do not protect proprietary rights to as great an extent as do the laws of
the United States, which may be expensive and divert management'’s attention away from other operations.

Our proprietary software is protected by patents. These patents may not be sufficient to maintain effective product exclusivity because patent rights are
limited in time and do not always provide effective protection. Furthermore, our efforts to enforce or protect our patent rights may be ineffective, could
result in substantial costs and diversion of resources, could result in the invalidation of our patent rights, and could substantially harm our operating
results. Even where our patents rights are enforced, legal remedies available for harm caused to us by infringing products may be inadequate to make us
whole. Further, our successful assertion of our patent against one competing product is not necessarily predictive of our future success or failure in
asserting the same patent against a second competing product. In addition, patents have a limited lifespan. In the United States, the natural expiration of
a patent is generally 20 years after it is filed. Various extensions may be available. However, the life of a patent, and the protection it affords, is limited.
Once the patent life has expired for our software, our competitors will be able to use our patented technology.
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We seek to control access to our proprietary technology, software and documentation by entering into confidentiality and invention assignment
agreements with our employees and partners, confidentiality agreements or license agreements with third parties, such as service providers, vendors,
individuals and entities that may be exploring a business relationship with us, and terms of use with third parties, such as veterinary hospitals desiring to
use our technology, software and documentation. These agreements may not prevent disclosure of intellectual property, trade secrets and/or other
confidential information, and may not provide an adequate remedy in the event of misappropriation of trade secrets or any unauthorized disclosure of
trade secrets and other confidential information. In addition, others may independently discover trade secrets and confidential information and, in such
cases, we may not be able to assert any trade secret rights against such parties. Costly and time-consuming litigation could be necessary to enforce and
determine the scope of our intellectual property rights and related confidentiality, license and nondisclosure provisions, and failure to obtain or maintain
trade secret protection, or our competitors being able to obtain our trade secrets or to independently develop technology similar to ours or competing
technologies, could adversely affect our competitive business position.

Litigation or proceedings before the U.S. Patent and Trademark Office or other governmental authorities and administrative bodies in the United States
and abroad may be necessary in the future to enforce our intellectual property rights, to protect our domain names and to determine the validity and scope
of the proprietary rights of others. Our efforts to enforce or protect our proprietary rights may be ineffective, could result in substantial costs and diversion
of resources and could substantially harm our operating results.

Assertions by third parties of infringement or other violation by us of their intellectual property rights could result in significant costs and
substantially harm our business and operating results.

Third parties have in the past and may in the future claim that our services or technologies, including our proprietary software, infringe or otherwise violate
their intellectual property rights. We may be subject to legal proceedings and claims, including claims of alleged infringement by us of the intellectual
property rights of third parties. Any dispute or litigation regarding intellectual property could be expensive and time consuming, regardless of the merits of
any claim, and could divert our management and key personnel from our operations.

If we were to discover or be notified that our services or our proprietary software potentially infringe or otherwise violate the intellectual property rights of
others, we may need to obtain licenses from these parties in order to avoid infringement. We may not be able to obtain the necessary licenses on
acceptable terms, or at all, and any such license may substantially restrict our use of the intellectual property. Moreover, if we are sued for infringement
and lose the lawsuit, we could be required to pay substantial damages or be enjoined from offering the infringing services. Any of the foregoing could
cause us to incur significant costs and prevent us from selling or properly administering subscriptions or performing under our other contractual
relationships.

The outcome of litigation or regulatory proceedings could subject us to significant monetary damages, restrict our ability to conduct our
business, harm our reputation and otherwise negatively impact our business.

From time to time, we have been, and in the future may become, subject to litigation, claims and regulatory proceedings and inquiries, including market
conduct examinations and investigations by state insurance regulatory agencies and threatened or filed lawsuits by, among others, government agencies,
employees, competitors, current or former members, or business partners.

We cannot predict the outcome of these actions or proceedings, and the cost of defending such actions or proceedings could be material. Further,
defending such actions or proceedings could divert our management and key personnel from our business operations. If we are found liable in any action
or proceeding, we may have to pay substantial damages or fines, which may have a material adverse effect on our business, operating results, financial
condition and prospects. More critically, an adverse result from a proceeding could require us to change the way we conduct our business, including our
marketing and promotional practices, and such a result may have a greater adverse effect on our business than monetary damages or fines. There may
also be negative publicity associated with litigation or regulatory proceedings that could harm our reputation or decrease acceptance of our services.
These claims may be costly to defend and may result in assessment of damages, adverse tax consequences and harm to our reputation.

Our current and future indebtedness could limit our ability to expand our business or respond to changes, and we may be unable to generate
sufficient cash flow to satisfy any of our debt service obligations.

In March 2022, we entered into the Credit Facility that provides us with up to $150.0 million of credit. As of December 31, 2022, we issued term loans
totaling $75.0 million under the Credit Facility. Substantial indebtedness, and the fact that a substantial portion of our cash flow from operating activities
could be needed to make payments on this indebtedness, could have adverse consequences, including the following:

* reducing the availability of our cash flow for our operations, capital expenditures, future business opportunities and other purposes;
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« limiting our flexibility in planning for, or reacting to, changes in our business and the industries in which we operate, which could place us at a
competitive disadvantage compared to our competitors that may have less debt;

¢ limiting our ability to borrow additional funds; and
« increasing our vulnerability to general adverse economic and industry conditions.

Our ability to borrow any funds needed to operate and expand our business will depend in part on our ability to generate cash. If our business does not
generate sufficient cash flow from operating activities or if future borrowings, under our Credit Facility or otherwise, are not available to us in amounts
sufficient to enable us to fund our liquidity needs, our operating results, financial condition and ability to expand our business and meet our risk-based
capital requirements may be adversely affected.

Covenants in our Credit Facility may restrict our operations, and if we do not effectively manage our business to comply with these covenants,
our financial condition could be adversely affected.

Our Credit Facility contains various restrictive covenants, including limitations on our ability to incur other indebtedness or liens, make investments, and
merge with or acquire other entities. Our Credit Facility also contains certain financial covenants, including minimum quarterly revenue and liquidity
thresholds. Our ability to meet these restrictive covenants can be affected by events beyond our control. We are also obligated to pay interest under the
Credit Facility at a floating base rate plus an applicable margin, which rate will increase based on prevailing rates. Our Credit Facility provides that our
breach or failure to satisfy various covenants and obligations constitutes an event of default. Upon the occurrence of an event of default, our lenders could
elect to declare any future amounts outstanding under our Credit Facility to be immediately due and payable. The Credit Facility is secured by
substantially all of our assets and those of our subsidiaries. If we are unable to repay those amounts, our financial condition could be adversely affected.

We may have additional tax liabilities.

We are subject to income tax, premium tax, transaction tax and other taxes in the U.S. and foreign jurisdictions. Judgment is required in determining our
provision for income taxes, premium tax, transaction tax and other taxes. In the ordinary course of our business, there are many transactions and
calculations where the ultimate tax determination is uncertain. Further, we often make elections for tax purposes which may ultimately not be upheld.
Although we believe our tax estimates are reasonable, the final determination of tax audits and any related litigation in the jurisdictions where we are
subject to taxation could be materially different from our historical income tax provisions and accruals. The results of an audit or litigation could have a
material effect on our consolidated financial statements in the period or periods in which that determination is made.

Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited.

As of December 31, 2022, we had U.S. federal net operating loss carryforwards of approximately $258.9 million that will begin to expire in 2026. Under
Sections 382 and 383 of the Internal Revenue Code of 1986, as amended (the Code), if a corporation undergoes an “ownership change,” the
corporation’s ability to use its pre-change net operating loss carryforwards and other pre-change tax attributes, such as research tax credits, to offset its
post-change income taxes may be limited. In general, an “ownership change” occurs if there is a cumulative change in our ownership by “5-percent
stockholders” that exceeds 50 percentage points over a rolling three-year period. Similar rules may apply under state tax laws. Pursuant to Sections 382
and 383 of the Code, annual use of our net operating loss carryforwards and credit carryforwards may be limited by previous and future ownership
changes.
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Risks Related to Compliance with Laws and Regulations

Our business is heavily regulated, and if we fail to comply with the numerous applicable laws and regulations our business and operating
results could be harmed.

The sale of medical insurance for cats and dogs, which is considered a type of property and casualty insurance in most jurisdictions, is heavily regulated
by federal, state, provincial and/or territorial governments in each jurisdiction in which we operate. In the United States, insurance is regulated by each
state in which we operate, and it is challenging to comply with the requirements of each of these jurisdictions along with the different Canadian federal
provincial, and territorial requirements. As we expand internationally, compliance with insurance-related laws, rules and regulations becomes even more
difficult and imposes significant costs on our business. Each applicable regulator has broad supervisory power over all insurance-related operations,
which can include granting and revoking licenses to transact insurance business, and imposing fines and other penalties.

Due to the complexity, periodic modification and differing interpretations of insurance laws and regulations, we have not always been, and we may not
always be, in compliance with them. A regulator’s interpretation of existing laws or regulations may change without notice. Failure to comply with
insurance laws, regulations and guidelines or other laws and regulations applicable to our business could result in significant liability, additional
department of insurance licensing requirements, the revocation of licenses in a particular jurisdiction or our inability to sell insurance products, which
could significantly increase our operating expenses, result in the loss of our revenue and otherwise harm our business, operating results and financial
condition.

Moreover, because adverse regulatory actions in one jurisdiction may be required to be reported to other jurisdictions, an adverse regulatory action in one
jurisdiction could result in penalties and adversely affect our license status or reputation in other jurisdictions. Even if the allegations in any regulatory or
other action against us ultimately are determined to be unfounded, we could incur significant time and expense defending against the allegations, and any
related negative publicity could harm consumer and third-party confidence in us, which could significantly damage our brand.

In addition, we have received, and may in the future receive, inquiries from regulators regarding our marketing and business practices. These inquires
may include investigations regarding a number of our business practices, including the manner in which we market and sell products, the manner in which
we write policies for any unaffiliated general agent, and whether any amounts we pay to hospitals or hospital groups is appropriate. Any modification of
our marketing or business practices in response to regulatory inquiries could harm our business, operating results or financial condition and lead to
reputational harm.

New laws may be adopted that may adversely affect our operating results and financial condition.

Existing laws and regulations impose limits on, for instance, our ability to enact price increases for our products, among other things. New laws may be
adopted that could further affect our business, for example our ability to effect rate increases, to cancel or not issue existing policies, to use artificial
intelligence or machine learning, or to market our products in various ways. Implementing changes in order to comply with new laws or regulations could
also be time-consuming and costly.

We may be affected by mandatory participation in plans that could result in contributions from insurance subsidiaries we own.

Certain states have enacted laws that require a property-casualty insurer, which includes a pet insurance company, conducting business in that state to
participate in assigned risk plans, reinsurance facilities, joint underwriting associations (JUAs), Fair Access to Insurance Requirements (FAIR) plans and
wind pools. In these markets, if the state reinsurance facilities, wind pools, FAIR plans or JUAs recognize a financial deficit, they may in turn have the
ability to assess participating insurers, adversely affecting our operating results and financial condition if we are a part of such state reinsurance facilities,
wind pools, FAIR plans or JUAs. Additionally, certain jurisdictions require insurers to participate in guaranty funds for impaired or insolvent insurance
companies. These funds periodically assess losses against all insurance companies doing business in the jurisdiction. Our operating results and financial
condition could be adversely affected by any of these factors.

Regulations that require individuals or entities that sell medical insurance for cats and dogs or process claims to be licensed may be
interpreted to apply to our business more broadly than we expect them to, which could require us to modify our business practices, create
liabilities, damage our reputation, and harm our business.
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Insurance regulations generally require that each individual who sells, solicits or negotiates insurance on our behalf must maintain a valid license in the
jurisdiction in which the activity occurs. Regulations also generally prohibit paying an insurance commission to an unlicensed person or entity. Regulations
may also require certain individuals who process claims to be licensed. These requirements are subject to a variety of interpretations between
jurisdictions. We may not interpret and apply the requirements in the same manner as all applicable regulators, and, even if we have, the requirements or
regulatory interpretations of those requirements may change. Regulators have in the past and/or may in the future determine that certain of our personnel
or third parties were performing licensable activities without the required license, including for example a veterinary hospital employee. If such persons
were not in fact licensed in any such jurisdiction, we could become subject to conviction for an offense or the imposition of an administrative penalty, and
liable for significant penalties. Regulators may also deem payments we make to an unlicensed entity or person to be improper. We would also likely be
required to modify our business practices and/or pet acquisition programs, or license the affected individuals, which may be impractical or costly and time-
consuming to implement. Any modification of our business or marketing practices in response to regulatory licensing requirements could harm our
business, operating results or financial condition.

We are subject to numerous laws and regulations, and compliance with one law or regulation may result in non-compliance with another.

We are subject to numerous laws and regulations that are administered and enforced by a number of different governmental authorities, each of which
exercises a degree of interpretive latitude, including, in the United States, state insurance regulators, state securities administrators, state attorneys
general and federal agencies including the SEC, Internal Revenue Service and the U.S. Department of Justice. Consequently, we are subject to the risk
that compliance with any particular regulator’s or enforcement authority’s interpretation of a legal issue may not result in compliance with another's
interpretation of the same issue, particularly when compliance is judged in hindsight. In addition, there is risk that laws and regulations or any particular
regulator’s or enforcement authority’s interpretation of a legal issue may change over time to our detriment, or that changes in the overall legal
environment may, even absent any particular regulator’s or enforcement authority’s interpretation of a legal issue changing, cause us to change our views
regarding the actions we need to take from a legal risk management perspective, thus necessitating changes to our practices that may, in some cases,
increase our costs and limit our ability to grow or to improve our results of operations. Further, in some cases, these laws and regulations are designed to
protect or benefit the interests of a specific constituency rather than a range of constituencies. For example, state insurance laws and regulations
generally are intended to protect or benefit purchasers or users of insurance products, not holders of securities, which generally is the jurisdiction of the
SEC. In many respects, these laws and regulations limit our ability to grow or to improve our results of operations.

Failure to comply with federal, state and provincial laws and regulations relating to privacy and security of personal information, and civil
liabilities relating to breaches of privacy and security of personal information, could create liabilities for us, damage our reputation and harm
our business.

A variety of regulations govern the collection, use, retention, sharing and security of personal information. Claims or allegations that we have violated
applicable laws or regulations related to privacy and data security could in the future result in negative publicity and a loss of confidence in us by our
members, our participating service providers or team members, and may subject us to fines by credit card companies and the loss of our ability to accept
credit and debit card payments. In addition, we have posted privacy policies and practices concerning the collection, use and disclosure of member data
on our website. Several Internet companies have incurred penalties for failing to abide by the representations made in their privacy policies and practices.
In addition, our use and retention of personal information could lead to civil liability exposure in the event of any disclosure of such information due to
hacking, viruses, inadvertent action or other use or disclosure. Several companies have been subject to civil actions, including class actions, relating to
this exposure.

We have incurred, and will continue to incur, expenses to comply with privacy and security standards and protocols for personal information imposed by
law, regulation, self-regulatory bodies, industry standards and contractual obligations. Such laws, standards and regulations, however, are evolving and
subject to potentially differing interpretations, and new privacy laws are frequently enacted. We are unable to predict what additional legislation, standards
or regulation in the area of privacy and security of personal information could be enacted or its effect on our operations and business.

Law and regulations of the Internet, email and texting could adversely affect our business.

Many laws governing general commerce on the Internet remain unsettled and it may take years to fully determine whether and how existing laws such as
those governing insurance, intellectual property, privacy and taxation apply to the Internet. In addition, the growth and development of the market for
electronic commerce and Internet-related medical insurance for pets advertisements and transactions may prompt calls for more stringent consumer
protection laws that may impose additional burdens on companies conducting business and selling subscriptions over the Internet. Any new laws or
regulations or new interpretations of existing laws or regulations relating to the Internet could harm our business and we could be forced to incur
substantial costs in order to comply with them, which would harm our business, operating results and financial condition.
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Additionally, we use phone solicitation, email, and texting to market our services to potential members and/or as a means of communicating with our
existing members. The laws and regulations governing the use of phone solicitation, email, and texting continue to evolve, and the growth and
development of the market for commerce over the Internet may lead to the adoption of additional legislation. Failure to comply with existing or new laws
regarding phone solicitation, text or electronic communications with members could lead to significant damages. We have incurred, and will continue to
incur, expenses in our efforts to comply with electronic messaging laws. If new laws or regulations are adopted, or existing laws and regulations are
interpreted, to impose additional restrictions on our ability to send email to our members or potential members, we may not be able to communicate with
them in a cost-effective manner. In addition to legal restrictions on the use of email for commercial purposes, Internet and email service providers and
others attempt to block the transmission of unsolicited email, commonly known as “spam.” Many service providers have relationships with organizations
whose purpose it is to detect and notify the Internet and email service providers of entities that the organization believes are sending unsolicited email. If
an Internet or email service provider identifies messaging and email from us as “spam” as a result of reports from these organizations or otherwise, we
could be placed on a restricted list that will block our emails to members or potential members. If we are restricted or unable to communicate by phone,
text or email with our members and potential members as a result of legislation, blockage or otherwise, our business, operating results and financial
condition would be harmed.

Our segregated account in Bermuda, WICL segregated account AX, could be adversely impacted by regulatory compliance of an unaffiliated
third party.

Wyndham Insurance Company (SAC) Limited (WICL) is a class 3 insurer regulated by the Bermuda Monetary Authority (BMA). WICL's ability to continue
operations and pay dividends could impact the ability of our segregated account to do the same. WICL's failure to meet regulatory requirements set forth
by the BMA could result in our inability to transact business with WICL segregated account AX. Further, WICL could be limited from allowing dividends to
be paid out of segregated account AX in the event of adverse regulatory actions.

Our accounting is becoming more complex, and relies upon estimates or judgments relating to our critical accounting policies. If our
accounting is erroneous or based on assumptions that change or prove to be incorrect, our operating results could fall below the expectations
of securities analysts and investors, resulting in a decline in our stock price.

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying notes, and also to comply with many complex requirements and standards. We
devote substantial resources to compliance with accounting requirements and we base our estimates on our best judgment, historical experience,
information derived from third parties, and on various other assumptions that we believe to be reasonable under the circumstances, the results of which
form the basis for making judgments about the carrying values of assets, liabilities, equity, revenue and expenses that are not readily apparent from other
sources. However, various factors are causing our accounting to become complex, such as our building acquisition, our investments in strategic
opportunities, and our expansion into foreign markets. The ongoing evolution of our business, international expansion, and entry into complementary
businesses, such as pet food, may compound these complexities. Our operating results may be adversely affected if we make accounting errors or our
judgments prove to be wrong, assumptions change or actual circumstances differ from those in our assumptions, which could cause our operating results
to fall below the expectations of securities analysts and investors or guidance we may have provided, resulting in a decline in our stock price and potential
legal claims. Significant judgments, assumptions and estimates used in preparing our consolidated financial statements include those related to revenue
recognition, reserve for veterinary invoices, business combinations, and income taxes.

Risks Related to Ownership of Our Common Stock
Our actual operating results may differ significantly from our guidance.

From time to time we have released, and may continue to release, guidance in our quarterly earnings conference call, quarterly earnings releases, or
otherwise, regarding our future performance that represents our management's estimates as of the date of release. This guidance, which includes
forward-looking statements, has been and will be based on projections prepared by our management. These projections are not prepared with a view
toward compliance with published guidelines of the American Institute of Certified Public Accountants, and neither our independent registered public
accounting firm nor any other independent expert or outside party compiles or examines the projections. Accordingly, no such person expresses any
opinion or any other form of assurance with respect to the projections. In addition, from time to time we provided information regarding how we think about
the drivers of and our method of calculating our intrinsic value, including related statements regarding discounted cash flows and underlying assumptions
(such as pet enroliment, revenue per pet, lifetime values of a pet, pet acquisition costs, and other costs and expenses).
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These statements are based upon a number of assumptions and estimates that, while presented with numerical specificity, are inherently subject to
significant business, economic and competitive risks and uncertainties, many of which are beyond our control, including those described in these “Risk
Factors” and elsewhere in this report. When we state possible outcomes as high and low ranges, these are intended to provide a sensitivity analysis as
variables are changed but are not intended to imply that actual results could not fall outside of the suggested ranges.

The principal reason that we release guidance and other information regarding our view of the drivers and calculation method of our intrinsic value is to
provide a basis for our management to discuss our business and outlook with analysts and investors.

Guidance is necessarily speculative in nature, and it can be expected that some or all of the assumptions underlying these statements will not materialize
or will vary significantly from actual results. Accordingly, these statements are only estimates of what management believes is reasonable as of the date of
release. Actual results may vary and the variations may be material. In light of the foregoing, we urge investors not to rely upon our guidance or other
information regarding our view of the drivers and calculation method of our intrinsic value in making an investment decision regarding our common stock.
In addition, we do not accept any responsibility for any projections or reports published by any such third parties, and we urge you not to place undue
reliance on those statements.

Any failure to successfully implement our operating strategy or the occurrence of any of the events or circumstances set forth in this report, or the other
reports we file from time to time, could result in the actual operating results being different from our guidance, and the differences may be adverse and
material.

Future securities issuances could result in significant dilution to our stockholders and impair the market price of our common stock.

Future issuances of shares of our common stock, or the perception that these sales may occur, could depress the market price of our common stock and
result in dilution to existing holders of our common stock. Acquisitions, strategic investments, partnerships, or alliances could also result in dilutive
issuances of equity securities. In addition, we may issue options, restricted stock units, or other stock-based awards to those providing services to us, and
to the extent outstanding or future options are exercised or restricted stock units or other stock-based awards are settled for shares of our common stock,
there will be further dilution. These equity incentives are generally granted under our 2014 Equity Incentive Plan, which provides for automatic annual
increases in the number of shares or our common stock available for issuance under the plan equal to 4% of our issued and outstanding shares of
common stock, or any lesser number determined by our board of directors. Our board of directors approved the 4% increase for 2022. The amount of
dilution could be substantial depending upon the size of our future issuances of securities or exercises or settlement of stock-based awards. Furthermore,
we may issue additional equity securities that could have rights senior to those of our common stock, such as pursuant to the “blank check” preferred
stock contained in our certificate of incorporation. As a result, purchasers of our common stock bear the risk that future issuances of debt or equity
securities may reduce the value of and dilute their ownership interest.

If securities or industry analysts do not publish research, or publish inaccurate or unfavorable research, about our business, our stock price
and trading volume could decline.

The trading market for our common stock depends in part on the research and reports that securities or industry analysts publish about us or our business.
If one or more of the securities or industry analysts who publish research about us or our business downgrade our stock or publish inaccurate or
unfavorable evaluations of our company or our stock, the price of our stock could decline. If one or more of these analysts cease coverage of our
company, our stock may lose visibility in the market, which in turn could cause our stock price to decline.

The market price of our common stock has been and is likely to continue to be volatile, and you may be unable to sell your shares at or above
the price at which you purchased them.

The market price of our common stock has been and is likely to continue to fluctuate widely. Factors affecting the market price of our common stock
include:

e variations in our operating results, earnings per share, cash flows from operating activities, and key operating metrics, and how those results
compare to analyst expectations;

» forward-looking guidance that we provide to the public and industry and financial analysts related to future revenue and results of operations, and
any change in that guidance or our failure to achieve the results reflected in that guidance;

e the netincreases in the number of members, either independently or as compared with published expectations of industry, financial or other
analysts that cover our company;

* changes to our subscription, strategic alliances, acquisitions or significant agreements by us or by our competitors;

e recruitment or departure of key personnel;

» factors relating to our other business segment;

e issuance of common stock or other securities to certain partners;
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* the economy as a whole and market conditions in our industry;

« trading activity by a limited number of stockholders who together beneficially own a majority of our outstanding common stock;
e the number of shares of our stock trading on a regular basis; and

» any other factors discussed in these risk factors.

In addition, if the market for stock in our industry or the stock market in general experiences uneven investor confidence, the market price of our common
stock could decline for reasons unrelated to our business, operating results or financial condition. Some companies that have experienced volatility in the
trading price of their stock have been the subject of securities class action litigation. If we are the subject of such litigation, it could result in substantial
costs and a diversion of our management’s attention and resources.

We do not intend to pay dividends on our common stock and, therefore, any returns will be limited to the value of our stock.

We have never declared or paid any cash dividends on our common stock. Other than potential repurchases of our common stock, we currently intend to
retain all available funds and any future earnings for the development, operation and expansion of our business and do not anticipate declaring or paying
any cash dividends for the foreseeable future. APIC’s ability to pay dividends is limited by New York state insurance laws, and WICL Segregated Account
AX'’s ability to pay dividends is limited by our agreements with WICL as well as WICL's regulatory requirements. Any return to stockholders will therefore
be limited to the increase, if any, of our stock price.

Our directors and principal stockholders own a significant percentage of our stock and will be able to exert significant control over matters
subject to stockholder approval.

Our directors, five percent or greater stockholders and their respective affiliates beneficially hold a significant amount of our outstanding voting stock.
Therefore, these stockholders have the ability to influence us through this ownership position. These stockholders may be able to determine all matters
requiring stockholder approval. For example, these stockholders may be able to control elections of directors, amendments of our organizational
documents, or approval of any merger, sale of assets, or other major corporate transaction. This may prevent or discourage unsolicited acquisition
proposals or offers for our common stock that you or other stockholders may feel are in your or their best interest as one of our stockholders.

Provisions in our restated certificate of incorporation, restated bylaws and Delaware law might discourage, delay or prevent a change in
control of our company or changes in our management and, therefore, depress the market price of our common stock.

Our restated certificate of incorporation and restated bylaws contain provisions that could depress the market price of our common stock by acting to
discourage, delay or prevent a change in control of our company or changes in our management that the stockholders of our company may deem
advantageous. These provisions, among other things:

» establish a classified board of directors so that not all members of our board are elected at one time;
« permit only the board of directors to establish the number of directors and fill vacancies on the board;
»  provide that directors may only be removed “for cause” and only with the approval of two-thirds of our stockholders;
*  require super-majority voting to amend some provisions in our restated certificate of incorporation and restated bylaws;
e authorize the issuance of “blank check” preferred stock that our board could use to implement a stockholder rights plan (also known as a “poison
pill’);
» eliminate the ability of our stockholders to call special meetings of stockholders;
«  prohibit stockholder action by written consent, which requires all stockholder actions to be taken at a meeting of our stockholders;
»  prohibit cumulative voting; and
» establish advance notice requirements for nominations for election to our board or for proposing matters that can be acted upon by stockholders
at annual stockholder meetings.
In addition, Section 203 of the Delaware General Corporation Law may discourage, delay or prevent a change in control of our company. Section 203
imposes certain restrictions on mergers, business combinations and other transactions between us and holders of 15% or more of our common stock.
Moreover, applicable insurance laws require that any person or entity acquiring direct or indirect control of an insurer obtain prior regulatory approval,
which may impede potential acquisitions.

We have an Employee Severance and Change in Control Plan that applies to each employee of our company. This plan provides certain benefits to our
employees in the event there is a change in control of our company and an employee is terminated under certain conditions. Potential acquirers may
determine that the possible payments under this plan make an acquisition of our company unattractive.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Recent Sales of Unregistered Securities

Pursuant to a marketing agreement between us and a strategic distributor, we agreed to issue shares of our common stock to the distributor as partial
consideration for sales made through the distributor’'s marketing channels of white-label medical and wellness pet insurance products that we create and
administer under the agreement. The number of shares we issue is determined quarterly, based on a percentage of revenue from such product sales
divided by the volume weighted average price per share for the preceding quarter or, if lower, for the three months ended December 5, 2021. The shares
we issue are subject to various restrictions, including a minimum holding period of two years and customary transfer restrictions for shares acquired in a
private placement. During the quarter ended September 30, 2023, we issued 1,394 shares of our common stock to the distributor in respect of product
sales that occurred in the quarter ended June 30, 2023. We offered and sold these shares in reliance upon the exemption from the registration set forth
under Section 4(a)(2) of the Securities Act, and the regulations promulgated thereunder relating to sales by an issuer not involving any public offering, and
in reliance on similar exemptions under applicable state laws.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

Rule 10b5-1 Plan

During the three months ended September 30, 2023, no director or officer (as defined in Rule 16a-1(f) of the Exchange Act) of the Company adopted or

terminated, including by modification, a "Rule 10b5-1 trading arrangement" or a "non-Rule 10b5-1 trading arrangement," as each term is defined in Item
408(a) of Regulation S-K.
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Item 6. Exhibits

Exhibit Incorporated by Reference Filed/Furnished
Number Exhibit Description Form File No. Exhibit Exhibit Filing Date Herewith
3.1 Amended and Restated Certificate of Incorporation of 8-K 001-36537 3.1 6/12/2023

Trupanion, Inc.

3.2 Amended and Restated Bylaws of Trupanion, Inc. 8-K 001-36537 3.2 6/12/2023
10.1+ Trupanion, Inc. Severance and Change in Control 10-Q 001-36537 10.2 8/4/2023

Plan, effective July 28, 2023.

10.2+ Offer letter, dated August 24, 2023, by and between 8-K 001-36537 10.1 9/6/2023
the Regqistrant and Fawwad Qureshi.

1.1 Certification of Principal Executive Officer, pursuant to X
Rule 13a-14(a)/15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Principal Financial Officer, pursuant to X
Rule 13a-14(a)/15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

32.1* Certification of Chief Executive Officer, pursuant to 18 X

U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

32.2* Certification of Chief Financial Officer, pursuant to 18 X
U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

101.INS XBRL Instance Document - the instance does not X
appear in the Interactive Data File because its XBRL
tags are embedded within the Inline XBRL document

101.SCH Inline XBRL Taxonomy Extension Schema Document. X

101.CAL Inline XBRL Taxonomy Extension Calculation X
Linkbase Document.

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase X
Document.

101.LAB Inline XBRL Taxonomy Extension Labels Linkbase X
Document.

101.PRE Inline XBRL Taxonomy Extension Presentation X

Linkbase Document.

104 Cover Page Interactive Data File (formatted in Inline X
XBRL and contained in Exhibit 101)

+ Indicates a management contract or compensatory plan or arrangement.

* This certification is deemed not filed for purpose of Section 18 of the Exchange Act or otherwise subject to the liability of that section, nor shall it be deemed

incorporated by reference into any filing under the Securities Act or the Exchange Act.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Quarterly Report on Form 10-Q to be signed on
its behalf by the undersigned thereunto duly authorized.

TRUPANION, INC.

Date: November 3, 2023 /sl Darryl Rawlings

Darryl Rawlings
Chief Executive Officer
(Principal Executive Officer)

Date: November 3, 2023 /sl Fawwad Qureshi

Fawwad Qureshi
Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 31.1

Certification of Principal Executive Officer
Pursuant To Exchange Act Rule 13a-14(a)/15d-14a
As Adopted Pursuant To Section 302 of the Sarbanes-Oxley Act Of 2002

1, Darryl Rawlings, certify that:

1.

2.

| have reviewed this Quarterly Report on Form 10-Q of Trupanion, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) for the registrant and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared,;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: November 3, 2023

/sl Darryl Rawlings

Darryl Rawlings
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

Certification of Principal Financial Officer
Pursuant To Exchange Act Rule 13a-14(a)/15d-14a
As Adopted Pursuant To Section 302 of the Sarbanes-Oxley Act Of 2002

I, Fawwad Qureshi, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of Trupanion, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) for the registrant and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared,;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: November 3, 2023

/sl Fawwad Qureshi

Fawwad Qureshi
Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1
Certification of Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

1, Darryl Rawlings, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Quarterly Report of Trupanion, Inc. on Form 10-Q for the quarterly period ended September 30, 2023, as filed with the Securities and Exchange

Commission, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in such Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of Trupanion, Inc.

Date: November 3, 2023

/s/ Darryl Rawlings

Darryl Rawlings
Chief Executive Officer
(Principal Executive Officer)



Exhibit 32.2

Certification of Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

1, Fawwad Qureshi, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Quarterly Report of Trupanion, Inc. on Form 10-Q for the quarterly period ended September 30, 2023, as filed with the Securities and Exchange

Commission, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in such Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of Trupanion, Inc.

Date: November 3, 2023

/sl Fawwad Qureshi

Fawwad Qureshi
Chief Financial Officer
(Principal Financial Officer)



