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ITEM 2.02. RESULTS OF OPERATIONS AND FINANCIAL CONDITION
On June 10, 2021, Kaspien Holding Inc. issued a press release announcing its financial results for its first quarter ended May 1, 2021. A copy of Kaspien Holdings Inc.
press release is furnished with this report as Exhibit 99.1 and is incorporated herein by reference.
In accordance with General Instruction B.2 of Form 8-K, the information in this Current Report on Form v8-K is being furnished under Item 2.02 and shall not be deemed
to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to the liabilities of such section, nor shall such
information be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Exchange Act.
ITEM 7.01. REGULATION FD DISCLOSURE
Attached hereto as Exhibit 99.2 is the transcript for the earnings conference call of Kaspien Holdings Inc. held on June 10, 2021. The information in this Current Report on
Form 8-K, including the exhibit attached hereto shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise
subject to the liabilities under that Section. Furthermore, such information, including the exhibit attached hereto, shall not be deemed to be incorporated by reference in any
filing under the Securities Act of 1933, as amended, except as shall be expressly set forth by specific reference in such filing.
Forward-Looking Statements
This Current Report on Form 8-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Certain statements in
this communication are forward-looking statements. The statements contained herein that are not statements of historical fact may include forward-looking statements that
involve a number of risks and uncertainties.
We have used the words “anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”, “plan”, “predict”, “project”, and similar terms and phrases, including
references to assumptions, in this document to identify forward-looking statements. These forward-looking statements are made based on management’s expectations and
beliefs concerning future events and are subject to uncertainties and factors that could cause actual results to differ materially from the results expressed in the statements.
The following factors are among those that may cause actual results to differ materially from the Company’s forward-looking statements: risk of disruption of current plans
and operations of etailz and the potential difficulties in customer, supplier and employee retention; the outcome of any legal proceedings that may be instituted against the
Company; the Company’s level of debt and related restrictions and limitations, unexpected costs, charges, expenses, or liabilities; the Company’s ability to operate as a
going-concern; deteriorating economic conditions and macroeconomic factors; the impact of the COVID-19 pandemic; and other risks described in the Company’s filings
with the SEC, such as its Quarterly Reports on Form 10-Q and Annual Reports on Form 10-K.
The reader should keep in mind that any forward-looking statement made by us in this document, or elsewhere, pertains only as of the date on which we make it. New risks
and uncertainties come up from time-to-time and it’s impossible for us to predict these events or how they may affect us. In light of these risks and uncertainties, you should
keep in mind that any forward-looking statements made in this document or elsewhere might not occur.
ITEM 9.01. FINANCIAL STATEMENTS AND EXHIBITS
(d)EXHIBITS. The following are furnished as Exhibits to this Report:
Exhibit
No. Description

99.1

Kaspien Holding Inc. Press Release dated June 10, 2021.

99.2

Kaspien Holdings Inc. Transcript for Earnings Call held on June 10, 2021.
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Exhibit 99.1

Kaspien Holdings Inc. Reports Fiscal First Quarter 2021 Results
Continued Strength in All Major Markets Leads to a 29% Increase in Revenue and 24% Increase in Gross Profit
Strong Operating Results Driven by Nearly 50% Increase in Total GMV, Over 100% Increase in Subscription GMV, and Nearly 20% Decrease in Operating Expenses
SPOKANE, Wash. – June 10, 2021 – Kaspien Holdings Inc. (NASDAQ: KSPN) (“Kaspien” or the “Company”), a leading e-commerce marketplace growth platform,
today reported financial results for the fiscal first quarter ended May 1, 2021.
Recent Operational Highlights
●

Raised approximately $13.5 million, prior to deducting underwriting discounts and commissions and estimated offering expenses, in an underwritten offering of
416,600 shares of common stock of the Company at a price to the public of $32.50 per share. The Company intends to use the proceeds from the offering for general
corporate purposes, including working capital to implement its strategic plans focused on brand acquisition, investments in technology to enhance its scalable platform
and its core retail business.

●

Obtained approval to sell on Target.com through invite-only Target+ Program. As a Target+ partner, Kaspien is one of a few hand selected third-party merchants
currently approved to sell on Target.com. Nearly 20 brands to-date have already applied to Kaspien’s waitlist for the Target marketplace.

●

Launched pilot omnichannel partnership with international grocery brand Kroger; conducted initial testing beginning in the fiscal second quarter.

●

Doubled subscription team headcount over the last quarter to support continued growth efforts.

●

Expanded pipeline of potential brand acquisitions, including many existing Kaspien customers.

Management Commentary
“In the fiscal first quarter, we carried our strong operating momentum from the end of the year and improved in nearly every meaningful financial metric and KPI,” said
Kaspien CEO Kunal Chopra. “Our retail business produced a healthy, double-digit revenue increase, and we drove major growth in our subscriptions segment. GMV saw a
nearly 50% increase, with a greater than 100% increase in subscription GMV; the subscriptions segment now contributes over 32% of total GMV, further supporting our
diversified approach to scale. While we’ve consistently grown our top line over the past several quarters, we’ve also significantly decreased SG&A costs as a percentage of
net revenue, meaning we have been able to improve performance while also adding efficiency as we scale.
“Operationally, we have several major initiatives at work, including new product launches, sales and marketing programs, partnerships, marketplace thought leadership
work, and a new brand acquisition strategy. Within our own customer base, we have identified several promising leads, which will provide us with a built-in opportunity to
drive incremental value. As the global economy slowly re-opens, we are witnessing an extended strain placed on the online sales industry, which has led to supply chain
challenges and other temporary impediments driven by outsized demand. While we work through these near-term interruptions, Kaspien remains well-positioned to
capitalize on the continued global acceleration of e-commerce adoption and expanding market opportunities over the long-term.”

Fiscal First Quarter 2021 Financial Results
Results compare 2021 fiscal first quarter end (May 1, 2021) to 2020 fiscal first quarter end (May 2, 2020).
●

Net revenue increased 29% to $40.6 million from $31.6 million in the comparable year-ago period. The increase in net revenue was primarily attributable to continued
strength on Amazon International, Walmart, Target and other marketplaces.

●

Gross profit increased 24% to $9.8 million (24.1% of net revenue) from $7.9 million (25.1% of net revenue) in the comparable year-ago period. During the quarter, the
Company reclassified certain line items into operating expenses, which were historically included in cost of goods sold, including commissions. The prior year period
has been updated accordingly to ensure reporting is on a like-for-like basis. The increase in gross profit was primarily attributable to an increase in net revenue and an
increase in the merchandise margin rate to 46.7% from 46.2% in the comparable year-ago period. The table below summarizes the year-over-year comparison of gross
margin:
Thirteen Weeks Ended
May 1, 2021
May 2, 2020

(amounts in thousands)
Merchandise margin
% of net revenue
Fulfillment fees
Warehousing and freight
Gross profit
% of net revenue

$

$

18,982
46.7 %
(6,449 )
(2,737 )
9,796
24.1 %

$

$

14,609
46.2 %
(4,997 )
(1,694 )
7,918
25.1 %

●

Selling, General & Administrative (“SG&A”) expenses decreased 19% to $10.7 million (26.2% of net revenue) from $13.1 million (41.5% of net revenue) in the
comparable year-ago period. The decrease in SG&A expenses was primarily attributable to a $3.7 million decrease in general and administrative expenses, partially
offset by a $1.3 million increase in selling expenses. The increase in selling expenses was attributable to an increase in marketplace fees due to an increase in net
revenue.

●

Loss from operations was $861,000, compared to a loss from operations of $5.2 million in the comparable year-ago period. The improvement in operating results was
the result of higher net revenue and reduction in SG&A expenses.

●

Net loss was $1.4 million, or $0.61 per diluted share, compared to a net loss of $5.4 million, or $2.97 per diluted share, in the comparable year-ago period.

●

Adjusted EBITDA (a non-GAAP metric reconciled below) was a loss of $258,000, compared to an adjusted EBITDA loss of $4.7 million in the comparable year-ago
period.

●

As of May 1, 2021, the Company had $5.0 million in cash, compared to $1.8 million as of January 30, 2021 and $7.1 million as of May 2, 2020. During the quarter, the
Company raised approximately $13.5 million in gross proceeds, prior to deducting underwriting discounts, commissions, and estimated offering expenses, in an
underwritten offering of 416,600 shares of common stock at a price to the public of $32.50 per share. A portion of these proceeds were used to pay back $6.3 million in
short term borrowings, among other expenditures.

●

Cash used in operations was $2.5 million, compared to $6.5 million as of May 2, 2020.

●

Inventory at quarter end was $22.6 million, compared to $17.2 million as of May 2, 2020.

●

As of May 1, 2021, the Company had no borrowings under its credit facility and had $10.9 million available for borrowing.

Key Performance Indicators (KPIs)
Unless otherwise specified, KPI data has been recorded as of fiscal quarter end (May 1, 2021).
●

Fiscal first quarter 2021 gross merchandise value (“GMV”) increased 48% to $63.4 million, compared to $42.9 million in the comparable year-ago period. Subscription
GMV increased 105% to $20.9 million (33.0% of total GMV), compared to $10.2 million (23.7% of total GMV) in the comparable year-ago period.

●

Fiscal first quarter 2021 GMV per active partner increased 37% to $75,000 from $55,000 in the first quarter of fiscal 2020. The Company expects this metric to steadily
grow over time as active partners derive more value from the Kaspien platform, leading to greater partner sales and increased engagement across more product lines.

●

Total active partner count for period ending May 1st, 2021 was approximately 845, including 708 retail partners and 137 subscription (Agency and SaaS) partners. In
support of the Company’s focus on maximizing GMV per active partner, Kaspien regularly reviews and updates partner counts to optimize its use of resources on
higher-value, active partners. The Company’s subscriptions partner base as of May 1, 2021 increased 124% at the end of the comparable year-ago period.

●

Subscription lifetime value to customer acquisition cost (“LTV:CAC”) ratio as of May 1, 2021 was 3.4x with an average payback period of 7.7 months. As subscription
partners continue to mature and adopt more features of the Kaspien platform, Company expects these metrics to improve over time.

●

During the fiscal first quarter, subscription monthly recurring revenue (“MRR”) increased approximately 106% to $149,000 compared to $73,000 at the end of the
comparable year-ago period.

●

Retail segment gross revenue per partner for the fiscal first quarter increased 32% to $60,000 from $45,000 in the comparable year-ago period.

Conference Call
Kaspien will hold a conference call today, June 10, 2021 at 4:30 p.m. Eastern time (1:30 p.m. Pacific time) to discuss these results.
Company management will host the call, followed by a question and answer period.
U.S. dial-in number: 877-407-0782
International number: 201-689-8567

Please call the conference telephone number 5-10 minutes prior to the start time. An operator will register your name and organization. If you have any difficulty connecting
with the conference call, please contact Gateway Investor Relations at 949-574-3860.
The conference call will be broadcast live and available for replayhere and via the investor relations section of the company’s website.
A replay of the conference call will be available after 7:30 p.m. Eastern time through June 24, 2021.
Toll-free replay number: 877-481-4010
International replay number: 919-882-2331
Replay ID: 41590
Kaspien plans to file its annual Form 10-Q by June 15, 2021 in accordance with the SEC filing deadlines.
About Kaspien
Kaspien Holdings Inc. (f/k/a Trans World Entertainment Corporation) (NASDAQ:KSPN) is a leading ecommerce marketplace growth platform, offering an expanding suite
of software and services to help brands grow on Amazon, Walmart, Target, eBay, and other online marketplaces. Founded in 1972 as a brick and mortar retailer and
rebranded as Kaspien in 2020, the Company has spent the last decade building and utilizing proprietary technologies for brand protection, marketing optimization, and
fulfillment efficiency to generate rapid revenue growth for its partners. Through innovative strategies and best-in-class technologies, Kaspien has earned the trust of many
leading brands, including 3M, Strider Bikes, and ZippyPaws. For more information, visit kaspien.com.
Non-GAAP Financial Measures
Adjusted EBITDA is defined as net loss, adjusted to exclude: (i) income tax expense; (ii) loss from fye business, net of tax; (iii) interest expense; (iv) corporate SG&A
expenses; (v) depreciation expense; and (vi) asset impairment charges. Our method of calculating adjusted EBITDA may differ from other issuers and accordingly, this
measure may not be comparable to measures used by other issuers. We use adjusted EBITDA to evaluate our own operating performance and as an integral part of our
planning process. We present adjusted EBITDA as a supplemental measure because we believe such a measure is useful to investors as a reasonable indicator of operating
performance. We believe this measure is a financial metric used by many investors to compare companies. This measure is not a recognized measure of financial
performance under GAAP in the United States and should not be considered as a substitute for operating earnings (losses), net earnings (loss) from continuing operations
or cash flows from operating activities, as determined in accordance with GAAP.

Thirteen Weeks Ended
May 1,
May 2,
2021
2020

(amounts in thousands)
Net loss
Income tax expense (benefit)
Interest expense
Loss from operations
Depreciation expense
Adjusted EBITDA

$

$

(1,416 ) $
555
(861)
603
(258) $

(5,406 )
228
(5,178 )
491
(4,687 )

About Key Performance Indicators
Gross Merchandise Value (“GMV”) is the total value of merchandise sold over a given time period through a customer-to-customer exchange site. For Kaspien, it is the
measurement of merchandise value sold across all channels and partners within the Kaspien platform.
Lifetime Value (“LTV”) is the average value of a Kaspien partner over the term of their engagement on the Kaspien platform.
Customer Acquisition Cost (“CAC”) is the all-in cost related to acquiring a new customer (partner) into the Kaspien platform. This refers to the resources and costs
incurred to acquire new customers including all wages and benefits associated to business development and marketing efforts driving new business, the portion of
inbound marketing expenses related to new business, and all software related expenses for our business development and marketing infrastructure.
Average payback period is a time-based calculation using the average monthly revenue recognition for a Kaspien partner to cover the associated costs to acquire that
customer.
Monthly Recurring Revenue (“MRR”) is the measurement of Kaspien’s subscriptions revenue stream on a monthly basis calculated at a given moment in time. Revenues
that are recurring in nature provide additional predictability into future financial results.
Forward-Looking Statements
This press release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Certain statements in this
communication are forward-looking statements. The statements contained herein that are not statements of historical fact may include forward-looking statements that
involve a number of risks and uncertainties.

We have used the words “anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”, “plan”, “predict”, “project”, and similar terms and phrases,
including references to assumptions, in this document to identify forward-looking statements. These forward-looking statements are made based on management’s
expectations and beliefs concerning future events and are subject to uncertainties and factors that could cause actual results to differ materially from the results expressed
in the statements. The following factors are among those that may cause actual results to differ materially from the Company’s forward-looking statements: risk of
disruption of current plans and operations of Kaspien and the potential difficulties in customer, supplier and employee retention; the outcome of any legal proceedings that
may be instituted against the Company; the Company’s level of debt and related restrictions and limitations, unexpected costs, charges, expenses, or liabilities; the
Company’s ability to operate as a going-concern; deteriorating economic conditions and macroeconomic factors; the impact of the COVID-19 pandemic; and other risks
described in the Company’s filings with the SEC, such as its Quarterly Reports on Form 10-Q and Annual Reports on Form 10-K.
The reader should keep in mind that any forward-looking statement made by us in this document, or elsewhere, pertains only as of the date on which we make it. New risks
and uncertainties come up from time-to-time and it’s impossible for us to predict these events or how they may affect us. In light of these risks and uncertainties, you
should keep in mind that any forward-looking statements made in this document or elsewhere might not occur.
Company Contact
Ed Sapienza
Chief Financial Officer
(509) 202-4261
esapienza@kaspien.com
Investor Relations Contact
Gateway Investor Relations
Matt Glover and Tom Colton
(949) 574-3860
KSPN@gatewayir.com
-Financial Tables to Follow-

KASPIEN HOLDINGS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)
Thirteen Weeks Ended
May 1,
May 2,
2021
2020
Net revenue

$

40,617

Cost of sales
Gross profit
Selling, general and administrative expenses
Loss from operations
Interest expense
Loss from operations before income tax expense
Income tax expense
Net loss
BASIC AND DILUTED INCOME PER SHARE:
Basic and diluted loss per common share
Weighted average number of common shares outstanding – basic and diluted

$

31,589

$

30,821
9,796
10,657
(861)
555
(1,416 )
(1,416 )

$

23,671
7,918
13,096
(5,178 )
228
(5,406 )
(5,406 )

$

(0.61)

$

(2.97)

2,317

1,820

KASPIEN HOLDINGS INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share and share amounts)
May 1,
2021
ASSETS
CURRENT ASSETS
Cash and cash equivalents
Restricted cash
Accounts receivable
Merchandise inventory
Prepaid expenses and other current assets
Total current assets
Restricted cash
Fixed assets, net
Operating lease right-of-use assets
Intangible assets, net
Cash Surrender Value
Other assets
TOTAL ASSETS
LIABILITIES
CURRENT LIABILITIES
Accounts payable
Short-term borrowings
Accrued expenses and other current liabilities
Current portion of operating lease liabilites
Current partion of PPP loan
Total current liabilities

$

$

$

Operating lease liabilities
PPP Loan
Long-term debt
Other long-term liabilities
TOTAL LIABILITIES
SHAREHOLDERS' EQUITY
Preferred stock ($0.01 par value; 5,000,000 shares authorized; none issued)
Common stock ($0.01 par value; 200,000,000 shares authorized; 3,889,169,3,336,576 and 3,235,576
shares issued, respectively)
Additional paid-in capital
Treasury stock at cost (1,410,417, 1,410,378 and 1,410,378 shares, respectively)
Accumulated other comprehensive loss
Accumulated deficit
TOTAL SHAREHOLDERS' EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

$

January 30,
2021

5,030
1,184
3,113
22,567
592
32,486
3,277
2,366
2,595
475
4,168
1,230
46,597

5,682
2,640
609
2,018
10,949

$

$

$

May 2,
2020

1,809
1,184
2,718
24,515
564
30,790
3,562
2,268
2,742
732
3,856
1,342
45,292

8,894
6,339
2,512
596
1,687
20,028

$

$

$

7,078
950
2,644
17,157
639
28,468
4,648
2,256
3,171
1,503
3,056
2,138
45,240

5,938
4,531
5,046
551
16,066

2,101
5,261
15,954
34,265

2,258
330
5,000
16,187
43,803

2,714
2,018
4,170
19,820
44,788

-

-

-

39
358,749
(230,170 )
(2,007 )
(114,279 )
12,332
46,597

$

33
346,495
(230,169 )
(2,007 )
(112,863 )
1,489
45,292

$

32
346,442
(230,169 )
(1,476 )
(114,377 )
452
45,240
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Kaspien Holdings Inc.
First Quarter 2021 Earnings Call
June 10, 2021
Participants
Kunal Chopra - Chief Executive Officer, Kaspien Holdings Inc.
Ed Sapienza - Chief Financial Officer, Kaspien Holdings Inc.
Brock Kowalchuk - Chief Financial Officer, Kaspien Inc.
Mitchell Bailey - Chief Operating Officer, Kaspien Holdings Inc.
Analysts
Rommel Dionisio - Aegis Capital Corp.
Presentation
Operator
Good afternoon. Welcome to Kaspien’s Fiscal First Quarter 2021 Earnings Conference Call. Joining us today our company’s CEO, Kunal Chopra; COO Mitchell Bailey;
Kaspien Holdings Inc. CFO, Ed Sapienza; and Kaspien, Inc. CFO, Brock Kowalchuk.
Following the remarks, we will open the call for your questions. Then before we conclude, I’ll provide the necessary cautions regarding the forward-looking statements
made by management during this call.
I would like to remind everyone that this call will be recorded and made available for replay via a link available in Investor Relations section of the company’s website.
Now, I’d like to turn the call over to Kaspien’s CEO Kunal Chopra. Sir, please proceed.
Kunal Chopra - Chief Executive Officer, Kaspien Holdings Inc.
Welcome everyone and thank you for joining us today on our first earnings call. After the market closed, we issued a press release announcing our results for the fiscal first
quarter ended May 1, 2021. A copy of the press release is available in the investor relations section of our website. I encourage all listeners to view our release for additional
information on what we’ll be discussing today. And with that, we’ll get started.
Recognizing that many of you listening might be new to the Kaspien story. I’d like to start with a brief overview of the business. Then I’ll turn the call over to Kaspien
Holdings’ CFO Ed Sapienza to discuss our financial results for the quarter. His remarks will be followed by comments from the CFO of our operating subsidiary, Kaspien
Inc., Brock Kowalchuk, who will provide some additional disclosures around our key performance indicators. Lastly, I’ll come back on to provide more operational analysis
and closing remarks before turning the call over to questions. But first, I’d like to provide a little bit of background on our company.

Founded as Trans World Entertainment in 1972, our operations were historically divided between two business segments, retail, and in recent years, e-commerce. Within
retail, we operated a business called For Your Entertainment or FYE for short. FYE was a brick and mortar retailer for various legacy media products, including videos and
CDs. As of 2019, the FYE segment operated 210 stores, totaling approximately 1.2 million square feet of real estate.
As it relates to e-commerce, in 2016, we acquired etailz, a leading third party online retailer. etailz used a data driven approach to digital marketplace retailing, working with
proprietary software and e-commerce insights to identify new distributors and wholesalers, isolate emerging product trends and optimize price positioning and inventory
purchase decision.
In February 2020, we fully committed to our e-commerce growth strategy, sold our ownership position in FYE and subsequently rebranded as Kaspien Holdings. Today,
Kaspien has adopted, improved and expanded on our legacy to build a leading e-commerce marketplace growth platform. We offer an expansive suite of software and
services to help brands grow on major online marketplaces, including Amazon, Amazon International, Walmart, Target, eBay and others.
We have spent the last decade building and implementing proprietary technologies for brand protection, marketing optimization, and fulfillment efficiency to generate
strong revenue growth for Kaspien customers whom we call our partners. We are an integral part of the trillion dollar online marketplace landscape and are positioned to
lead third party seller brand growth services for years to come.
We reach our partners through four main avenues; retail, by acquiring inventory from brands and then using our expertise and economies of scale to sell it on online
marketplaces; agency, by offering our services to brands who benefit from our expertise and pay as a fee; software, by licensing our proprietary software to brands who
want to handle their marketplace optimization in house; and lastly to the complete acquisition of brands that are complementary to our existing portfolio.
Our retail arm is the foundation of our operations, which has steadily grown year-over-year, while representing the majority of revenues. However, we are taking a
diversified approach to growth through our additional lines of business. Our goal is to provide a comprehensive set of solutions to address partners’ needs at all stages of the
online selling journey. Our agency and software businesses represent higher margin, strong lifetime value opportunities to provide services to partners who either need
additional help through our subject matter and experience or are fully capable of managing their operations, but need the technology stack to do so. At the end of the
spectrum, our new acquisition model also provides partners with a clear exit strategy where we can drive outsized results based on our expertise in selling through online
platforms.
We have a lot of exciting things going on in our company, and I look forward to sharing our story with you in the coming quarters and years.

With that overview completed, I’ll now get into the results for the quarter. In short, it was another strong performance for Kaspien. In the fiscal first quarter, we improved
year-over-year in nearly every meaningful financial metric and KPI. While we have consistently grown our top line over the past several quarters, we’ve also seen
significantly decreased SG&A costs as a percentage of net revenue, meaning we have been able to improve performance while also adding efficiency.
Our retail business produced a healthy double-digit revenue increase and we drove major growth in our subscription service. Gross merchandise value on GMV saw nearly
50% increase overall, with a greater than 100% increase in subscription GMV. The subscription segment now contributes 33% of total GMV, further supporting a
diversified approach to scale. Highlighting our commitment to subscription growth over the last fiscal quarter, we’ve nearly doubled the size of the subscription team. This
portion of the business is expanding rapidly and we feel that SAS provides a great growth opportunity for Kaspien overall.
Across our business, we are pushing to continue growing our internal teams in high growth and high ROI business. We have a lot of exciting updates to share but before I
go any further, I’m going to turn the call over to Kaspien Holding’s CFO Ed Sapienza, to discuss our financial results for the quarter in greater detail. Ed?
Ed Sapienza - Chief Financial Officer, Kaspien Holdings Inc.
Thank you, Kunal. Turning now to our financial results for the fiscal first quarter ended May 1, 2021. Our net revenue in the first quarter increased 29% to $40.6 million, up
from $31.6 million in Q1 of last year. The increase in net revenue was primarily attributable to continued strength on the Amazon US marketplace, Amazon International,
Walmart, Target and other marketplaces.
During the period, we saw an increase in percentage of revenue contribution from our businesses outside of the Amazon US business, which has historically been our
largest contributor. While we continue to grow steadily within the channel on a dollar basis, the outperformance we saw within Amazon international and other new markets
contributed to this spread. As we continue to increasingly diversify and expand our revenue streams, we expect this positive trend to continue.
Moving on to gross profit. This quarter, we made a reclassification to move several line items that were historically booked under cost of goods sold to our selling, general
and administrative or SG&A expense segment. Among these expenses were Amazon related commissions which we pay based on our sales volume. These changes do not
have an impact on our operating or net income. It should be noted that our gross margin will show a material increase when compared to prior reporting, however we
believe this update provides a better reflection of both our gross profit and SG&A expenses.
We have and will continue to update comparable year periods going forward to ensure comparisons are on a like for like basis. This quarter gross profit increased 24% to
$9.8 million or 24.1% of net revenue from $7.9 million or 25.1% of net revenue in the comparable year ago period. While gross margin decreased overall, our merchandise
margin rate increased 50 basis points to 46.7% compared to 46.2% in last year’s period. The overall increase in gross profit was primarily attributable to the increase in both
net revenue and merchandise margin rate. Today’s press release includes a table that reconciles our merchandise gross profit to gross margin. I encourage listeners on the
call to review our release for those additional details.

Turning to our selling, general and administrative expenses. For the first quarter of 2021, our SG&A expenses decreased 19% to $10.7 million from $13.1 million in fiscal
Q1 of last year. The decrease in SG&A expenses was primarily driven by $3.7 million decline in general and administrative expenses, partially offset by a $1.3 million
increase in selling expenses. The increase in selling expenses is attributable to an increase in marketplace fees due to the net revenue increase.
Our loss for operation -- from operations for the quarter was $861,000, compared to a loss from operations of $5.2 million in the comparable year ago period. The
improvement in operating results was primarily attributable to higher net revenue and the reduction in SG&A expenses. Our net loss for the first quarter totaled $1.4 million,
or $0.61 per diluted share, compared to a net loss of $5.4 million or $2.97 per diluted share in Q1 of 2020. The improvement in net loss for the quarter was primarily
attributable to higher net revenue and the reduction in SG&A expenses.
Adjusted EBITDA, a non-GAAP measure, was a loss of $258,000, compared to a loss of $4.7 million for the same year ago period.
Moving on to the balance sheet, we ended the quarter with $5 million in cash, compared to $1.8 million as of January 30, 2021 and $7.1 million as of May 2, 2020. During
the quarter, the company raised approximately $13.5 million in gross proceeds prior to deducting underwriting discounts, commissions and estimated offering expenses and
an underwritten offering of 416,600 shares of common stock at a price to the public of $32.50 per share. A portion of these proceeds were used to pay back $6.3 million in
short-term borrowings, among other expenditures.
We are confident in our cash position to support our growth needs for the foreseeable future. Cash used in operations was $2.5 million, compared to a use of $6.5 million in
the comparable year ago period. Inventory at quarter end was $22.6 million, compared to $17.2 million in the comparable year ago period.
This completes my financial summary. I’d now like to turn the call over to Brock for additional insights into our KPIs for the quarter. Brock?
Brock Kowalchuk - Chief Financial Officer, Kaspien Inc.
Thanks, Ed. Turning now to our KPI results for the fiscal first quarter ended May 1, 2021. Starting with gross merchandise value or GMV. In fiscal Q1, GMV across our
platform increased 48% to 63.4 million from $42.9 million in the comparable year ago period; included in that number is retail GMV as well as subscription GMV. Retail
GMV was up 30% to $42.6 million, compared to $32.8 million in the comparable year ago period. Subscription GMV increased 105% to $20.9 million or 33% of total
GMV, compared to $10.2 million or 23.7% of total GMV in the comparable year ago period.

When compared with Q4 of last year, GMV decreased over both the retail and subscription segments by 10% and 22% respectively. It should be noted that fiscal Q4
historically represents our strongest sales performance, owing to increases in retail sales during the holiday season. The quarter-over-quarter reflects this seasonality. Going
forward, we generally expect to continue reliably growing GMV, both in retail and subscription on a year-over-year basis.
Total active partner count at the end of fiscal quarter one was approximately 845, including 708 retail partners and 137 subscription partners. This represents an 8% overall
increase in the partner base on a sequential basis, driven by 124% increase in subscription partners and offset by a 2% decrease in retail partners. The company’s retail
partner base decreased due to the rationalization of retail partners based on revenue margin and working capital considerations.
First quarter GMV per active partner increased 37% to $75,000 in 2021 as compared to $55,000 in the first quarter of fiscal 2020. As noted in today’s release, we expect this
metric to steadily grow over time as partners derive more value from the Kaspien platform, leading to greater partner sales, increase engagement across more product lines.
Subscription lifetime value to customer acquisition cost ratio, or LTV to CAC ratio, as of May 1, 2021 was 3.4x with an average payback period of 7.7 months. This is an
improvement compared to a ratio of 3.2x and 8.1 months recorded in the prior quarter. As subscription partners continue to mature and adopt more features of the Kaspien
platform, we also expect these metrics to improve over time.
During the fiscal first quarter, subscription monthly recurring revenue or MRR increase approximately 106% to $149,000 compared to $73,000, at the end of the comparable
year ago period. Retail segment gross revenue per partner for the first fiscal quarter increased 32% to $60,000 from $45,000 in the comparable year ago period.
We would like to highlight the value our platform is bringing to our partner base. Our largest partners on the platform experienced 44% year-over-year net revenue growth in
the first fiscal quarter of 2021, relative to the same period in 2020.
That completes my summary. I’d now like to turn the call back over to Kunal for additional insights into our operational progress during the quarter, as well as an outlook
going forward. Kunal?
Kunal Chopra - Chief Executive Officer, Kaspien Holdings Inc.
Thanks, Brock. As you just heard and further to my comments from earlier, the fiscal first quarter was a strong performance from Kaspien and a continuation of the
consistent results you’ve delivered over the past few quarters. But beyond these strong financial metrics, we’ve also continued to drive our business forward in a lot of other
ways, which I’d like to take some time outlining here.
Right now we have a number of major operational initiatives at work, including new product launches, sales and marketing programs, partnerships, marketplace thought
leadership content, and a new brand acquisition strategy. I’ll now take a minute to go through these areas more fully beginning with products.

Over the last few months, we’ve launched three new products on the Kaspien platform, including our sponsored brand management, dayparting, and agency sales prediction
services. Sponsored brand management helps partners drive additional traffic and visibility to their brand on the Amazon Marketplace and improve sales conversion.
Dayparting, which is integrated with our AdManager service enables Amazon advertisers to schedule pay-per-click ads to run only during the days and times that deliver the
best results. AdManager is one of the only ad management applications available that offers dayparting, giving us a significant competitive edge.
Lastly, agency sales prediction allows partners to more accurately forecast future channel sales to optimize inventory positioning and demand planning to improve revenues
and margins on Amazon. At Kaspien, our mission is to optimize and grow brands on today’s leading online marketplaces and we continue to expand our value proposition
to serve our brand partners to become a one-stop shop for everything marketplace drove.
Moving to sales and marketing, our teams have been hard at work over the last quarter, refining our in-bound marketing strategy that has yielded 2,200 new Marketing
Qualified Leads or MQLs and 770 Sales Qualified Leads or SQLs this year-to-date. These marketing leads have resulted in a projected 153,000 of won [ph] deal so far this
year, 34% of which is in our subscriptions division, resulting in additional monthly recurring revenue. Last year, we put a lot of focus on operationalizing our sales and
marketing teams and the benefits of those investments are now showing in the quality of our won deals.
Conversion rates for our marketing and sales pipeline have remained steady this quarter, yet the average closed deal size has improved by 33%, compared to the prior
quarter. The market opportunity for our platform of software and services continues to grow at breakneck speed. For our research, the latest number of Amazon sellers has
reached an all-time high of 6.2 million, of which 1.6 million are active. So far this year, it is reported that 348,000 new sellers have joined the Amazon Marketplace,
expanding our scope and total addressable market. We have sophisticated marketing strategies in place to reach the most relevant of these Amazon sellers through social
ads, e-mail marketing, paid search ads, display ads, content marketing, and more.
In March, we announced our approval to sell on target.com through its Invite-Only Target Plus Program. As a Target Plus partner, Kaspien is one of the only third-party
sellers currently approved to sell on target.com. Since that announcement, at least 17 brands have applied to our Target brand marketplace waitlist, one of a few on-boarding
paths for that marketplace. We are pleased with the initial traction we’re seeing in this new marketplace.
Also related to business development, we’ve recently began a relationship with international grocery brand Kroger in support of our efforts to serve our brands wherever
their customers experience that. Our brands customers shop on many distribution channels and through strategic partnerships like with Kroger, we aim to expand our reach
outside of just Amazon or Walmart. Our goal is to solidify our approach towards serving our partners on multiple leading marketplaces in a true omni-channel like fashion.
We will be conducting initial tests with Kroger in fiscal Q2 and look forward to sharing our results as we work closely together.

Within the e-commerce landscape, Kaspien is a relatively known name to our core constituency, but we believe there is ample ground to cover to position ourselves as
business and thought leaders. Over the last couple of years, we made a concerted effort to drive that conversation bringing the latest e-commerce news and strategy
information to our audience. It’s our belief that this top of the funnel approach to branding and customer acquisition will benefit our business in a variety of ways outside of
just sales.
Let me take a minute to discuss just a few of the activities where we’ve been actively engaged to grow the Kaspien brand. We’ve been conducting content trades as in blogs,
webinars, and e-books with eight other companies, including VantageBP, 11Eleven Consulting, eComEngine, SellerSmile, Seller Zone, [indiscernible], Deliverr and
MyFBAPrep.
We’ve published 54 pieces of content just this year, including 37 blog posts, 8 podcast episodes, 5 e-books, and 4 webinars, bringing the latest e-commerce news and
strategies to our audience. Our blog subscriber population has grown 32% year-to-date and 355% since May 2020, demonstrating that readers find our content valuable. For
example, our State of Amazon: 2021 Report helping e-commerce professionals chart their path for the year has 337 downloads since March 15. We are continuing to drive
the conversation on all things e-commerce and the feedback we’re getting is validating our time spent in these areas.
I’ll now take a minute to discuss updates on our brand acquisition strategy. At a high level, we believe there are opportunities to expand our offerings through strategic
acquisitions where brands and services are highly complementary to our existing technology and business. We’ve spent the last several months developing and initiating a
program focused on identifying and ultimately acquiring these online brands. Our approach has been deliberate and thoughtful, and our intention is to only engage with
brands that would be highly complementary to our current operations when included under the Kaspien umbrella. Kaspien has partnered with over 4,000 brands to date,
giving us experience, as well as high quality data to identify and acquire brands that will benefit from our platform.
As of today’s call, we have a promising pipeline of companies that we feel would be good fit. To aid in our sourcing, we’ve developed a neural network model called SALE
[ph] that allows us to intelligently score an acquisition target. Our current pipeline is 164 companies currently being evaluated. To be clear, we don’t expect most of these to
ultimately result in deals, but the broader point is that we have a tremendous opportunity to drive incremental value, even just within our own customer base. I look forward
to providing you with updates on this exciting new area for us in the coming months.
Before we turn the call over for questions, I’d like to provide a brief outlook on our operation. As I hope I’ve made clear in my remarks, Kaspien is increasingly becoming a
part of the e-commerce fabric. As global e-commerce grows, we plan to grow alongside it. At the same time, any macroeconomic impacts that befall our industry will also
impact us; COVID-19 being the obvious recent example, in the fiscal second quarter last year.

As retail and businesses shut down, e-commerce stepped up. With an extended strain placed on the online sales industry for the better part of 12 months, we’ve seen supply
chain challenges that have been well documented. These supply chain disruptions are impacting all businesses, Kaspien included.
As it relates to our financial forecast, our results in the first quarter are a strong indication of the performance we expect to drive in the years ahead. As it relates to fiscal Q2,
our performance in 2020 reflected an outsized demand from a world economy at home that has since begun to return to more normalized activity. These spikes in sales were
a one-time event, which we do not expect to recur during this next quarter. To be clear, we firmly expect to continue growing over the long-term and Kaspien remains wellpositioned to capitalize on the continued global acceleration of e-commerce adoption and expanding market opportunities in the long run.
We remain committed to helping businesses of all sizes grow online. This means offering that software technology and knowhow to guide our partners to the increasingly
complex landscape of digital marketplaces. To date, our approach has led us to expand from one of the original third party retailers to a comprehensive platform of software
and tech-enabled services. Going forward, we plan to support more marketplaces, expand to new geographies and layer new business models on top of our existing platform.
We also intend to acquire brands, both within and outside our portfolio, and have the data and technology to drive outside results for those businesses.
In summary, we are encouraged about our potential through the next few quarters. As we continue 2021, Kaspien is in a strong position, both operationally and financially,
and we have the team, resources, and strategy to take full advantage of the long-term e-commerce evolution.
And with that, we are ready to open the call for your questions. Operator, please provide the appropriate instructions.
Operator
Thank you. [Operator Instructions] And our first question is from Rommel Dionisio with Aegis Capital. Please proceed with your question.
Q: Good afternoon. Thanks for taking my question. Congratulations on the quarter. So, Kunal you referred to some changes in the marketplace overall, as the world is kind
of getting back to normal, whatever that new normal will be defined as, but I wonder if you could talk about how that affects -- certainly appreciate your commentary on
how that affects your core business, how does that affect your marketing to new potential customers, with new strategic partners that you’ve just recently signed on such as
Target, such as Kroger, and how do you see that evolving here over the next few months and quarters? Thank you.

Kunal Chopra - Chief Executive Officer, Kaspien Holdings Inc.
Thank you, Rommel. Yeah, great question. I mean, big picture, our strategy doesn’t change. I mean, our goal is to continue to serve brands, across all the different
distribution channels that they are shopping at or their brand customers are shopping at, whether that’s on Amazon, whether that’s on Kroger, whether that’s on Target,
Walmart, et cetera. So our big picture strategy isn’t going to change. We’re going to continue to serve our brands across these different channels.
What we are generally seeing is that there is some general softness as a whole across the industry right now and -- but big picture, there’s a lot of supply chain issues that
we’re seeing across the board. And so that’s where the issues come into play as to how do we make sure that we can get inventory appropriately to the channels where our
customers are actually shopping at. So, the challenges are more on the back end, I think, as opposed to really on that front end.
We’re still seeing demand pretty high with a little bit of softness, in general. So our strategy, big picture is not going to change, we’re going to continue to push forward with
everything that we’re doing marketing, advertisements, across all these different channels in an omni-channel like manner, with a core focus now on that supply chain side,
which is a big effort for us.
Q: Clear. That’s very helpful. Thanks very much.
Kunal Chopra - Chief Executive Officer, Kaspien Holdings Inc.
You’re welcome.
Operator
[Operator Instructions] And our next question is from [indiscernible]. Please proceed with your question.
Q: Thanks for taking my question. My question applies for the new Amazon storage limitations put in place for FBA sellers. I’m wondering if Kaspien has ran into any
issues as a result of new stores limitations or if there’s any changes to the business model, perhaps in signing new category such as grocery to increase those limitations and
not impact current FBA limits with the brands you are working with today? Thank you.
Kunal Chopra - Chief Executive Officer, Kaspien Holdings Inc.
Great. So, I will start here with our general approach and then I’d like to hand it over to Mitch, our COO, to give us more specifics on the FBA side of things. Big picture,
our strategy is to take a diversified approach. We’re taking a diversified approach on the front-end. We’re taking a diversified approach on the back-end. On the front end,
we don’t want to put all our eggs in one basket, which is Amazon. We want to expand to multiple international marketplaces. We want to expand to Walmart, Target,
Kroger, et cetera, et cetera. The same principle applies to the back end as well.
We don’t want to put all our eggs in the FBA basket. So, we have our own warehouse in Spokane. We are working with multiple third-party logistics providers like
MyFBAPrep, with Deliverr, and these are all part of our entire ecosystem of distribution on the back-end. And so our general approach is to not put our eggs in that one
basket, but to try to diversify as much as possible.

That being said, of course, the Amazon limitations have affected us and what we are doing is, we are transferring a lot of that inventory now to third parties logistics
providers and our own warehouse as well. But, Mitch, if you can just add some more detail to that, I would appreciate it.
Mitchell Bailey - Chief Operating Officer, Kaspien Holdings Inc.
Yeah, thanks Kunal, happy to and thank you Jake for the question. Yeah, Kunal was spot on with the approach of diversification from a supply chain standpoint. What we’ve
observed and what we’re noticing is some of these limitations or restrictions that Amazon is putting in place from an inventory standpoint continue to be moving targets,
and I believe that those inconsistencies may persist.
So, the focus across Kaspien and what has allowed us to be agile through this is having that diversified approach already in our infrastructure. So, one thing that has been a
key focus for us is really creating a curated strategy with our partners and that strategy can be different, whether it’s by category or by size type of the merchandise that
we’re working with to come up with the most optimal solution for how we’re housing this inventory, to make sure we’re maximizing the coverage across all the different
channels that we’re selling through. So, yeah, it’s a testament to the agility in the partnership that we have with a lot of our partners.
Q: Excellent, thank you.
Operator
[Operator Instructions] And at this time, this concludes our question-and-answer session. I would now like to turn the call back over to Mr. Chopra for his closing remarks.
Kunal Chopra - Chief Executive Officer, Kaspien Holdings Inc.
Excellent. Thank you today for joining us on the call. I especially want to thank our employees, partners and investors for their continued support. I appreciate everyone’s
time today. Operator, back to you.
Operator
Before we conclude today’s call, I’d like to provide Kaspien’s safe harbor statement that includes important cautions regarding forward-looking statements made during this
call. During today’s call, there were forward-looking statements made regarding future events within the meaning of the Private Securities Litigation Reform Act of 1995.
Certain statements in this communication are forward-looking statements. The statements contained herein that are not statements of historical fact may include forwardlooking statements that involve a number of risks and uncertainties. We have used the words anticipate, believe, could, estimate, expect, intend, may, plan, predict, project,
and similar terms and phrases, including references to assumptions in this call to identify forward-looking statements. These forward-looking statements are made based on
management’s expectations and beliefs concerning future events and are subject to uncertainties and factors that could cause actual results to differ materially from the
results expressed in the statements.

The following factors are among those that may cause actual results to differ materially from the company’s forward-looking statements: risk of disruption of current plans
and operations of Kaspien and the potential difficulties in customer, supplier, and employee retention; the outcome of any legal proceedings that may be instituted against
the company; the company’s level of debt and related restrictions and limitations, unexpected costs, charges, expenses, or liabilities; the company’s ability to operate as a
going-concern; deteriorating economic conditions and macroeconomic factors; the impact of the COVID-19 pandemic; and other risks described in the company’s filings
with the SEC, such as its Quarterly Reports on Form 10-Q and Annual Reports on Form 10-K.
The listeners should keep in mind that any forward-looking statement made by us on this call, or elsewhere, pertains only as of the date on which we make it. New risks and
uncertainties come up from time-to-time and it’s impossible for us to predict these events or how they may affect us. In light of these risks and uncertainties, you should
keep in mind that any forward-looking statements made in this call or elsewhere might not occur.
Thank you for joining us today for Kaspien’s fiscal first quarter 2021 earnings conference call. You may now disconnect.

