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ITEM 2.02.

RESULTS OF OPERATIONS AND FINANCIAL CONDITION

On September 14, 2021, Kaspien Holding Inc. issued a press release announcing its financial results for its second quarter ended July 31, 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 September 14, 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 goingconcern; 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 September 14, 2021.

99.2

Kaspien Holdings Inc. Transcript for Earnings Call held on September 14, 2021.

104

Cover Page Interactive Data File (embedded within the Inline XBRL document).

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.
Dated: September 15, 2021

Kaspien Holding Inc.
By:

/s/ Edwin Sapienza
Name: Edwin Sapienza
Title: Chief Financial Officer
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Kaspien Holdings Inc. Transcript for Earnings Call held on September 14, 2021.

Exhibit 99.1

Kaspien Holdings Inc. Reports Fiscal Second Quarter 2021 Results
Strong Response to Overall Industry Headwinds Supported by Diversified, Flexible Supply Chain
Consistent Financial Performance Supported by 50 Basis Point Increase in Overall GMV, 33% Increase in Subscription GMV, and 16% Increase in Subscription
Monthly Recurring Revenue
72% Year-Over-Year Growth on Non-Amazon Marketplaces Driven by Success on the Target Marketplace and Other Emerging Channels
SPOKANE, Wash. – September 14, 2021 – Kaspien Holdings Inc. (NASDAQ: KSPN) (“Kaspien” or the “Company”), a leading e-commerce marketplace growth
platform, today reported financial results for the fiscal second quarter ended July 31, 2021.
Recent Operational Highlights
● Fiscal second quarter 2021 gross merchandise value (“GMV”) increased 50 basis points to $59.0 million, compared to $58.7 million in the comparable year-ago period.
Subscription GMV increased 33% to $24.9 million (42.1% of total GMV), compared to $18.7 million (31.9% of total GMV) in the comparable year-ago period.
● Leveraged diversified, flexible supply chain structure to effectively mitigate global supply challenges and inflationary price increases. Among other strategic responses,
Kaspien successfully implemented a more robust direct-to-consumer fulfillment model, utilizing regional warehousing locations to minimize gaps in lead times across
the supply chain.
● Released Sponsored Brands Video Campaign Management on Kaspien’s Amazon advertising software, AdManager. Sponsored Brands Video enables users to automate
optimizations, adjust all keywords at once via a centralized keywords table, and highlight a given product’s unique selling proposition better than any other ad type on
Amazon.
● AdManager was selected as the winner of the "Marketing Automation Innovation Award" in the fourth annual MarTech Breakthrough Awards program. As Kaspien's
Amazon advertising software, AdManager fine tunes a brand's Amazon pay-per-click (PPC) marketing machine to drive unprecedented results, growing sales while
cutting costs to maximize profitability.
● Joined the Russell Microcap® Index. In place for one year, inclusion in the Russell Microcap® Index means automatic inclusion in the appropriate growth and value
style indexes. Russell indexes are widely used by investment managers and institutional investors for index funds and as benchmarks for active investment strategies.
Management Commentary
“In the fiscal second quarter we responded capably to a challenging macroeconomic environment experiencing global supply chain challenges and inflationary price
increases, which is a testament to the resiliency of our operating model as well as the flexible, diversified supply chain structure we proactively built and have leveraged
during this time," said Kaspien CEO Kunal Chopra. “In recent months we’ve successfully mobilized our teams to establish a more robust direct-to-consumer fulfillment
model by utilizing our regional warehousing locations to minimize gaps in lead times across the supply chain; this response also provided a better experience for our brand
partners who had been previously reliant on Amazon FBA. Despite these constraints, we were able to drive a 50-basis point increase in overall GMV, 33% increase in
subscription GMV, and a 16% increase in subscription monthly recurring revenue during the period.

“Our non-Amazon marketplaces are also continuing to perform well, registering 72% growth as a group, largely driven by success on our new and growing Target+
Program. We also made significant platform upgrades as part of our ongoing commitment to being a one-stop-shop for all things brand management. This quarter, we
implemented reporting capabilities in our Platform Dashboard, improved Product Targeting Management, added Sponsored Brand Video Management to our AdManager
software, and developed a new Partner Central Rapid Prototype, all improvements that position us well for continued partner success in the future. Looking ahead, while we
expect these industry-wide challenges to persist, we will be investing in the coming months to meet the expected growth in demand during the upcoming holiday season. Our
focus over the long term will be to continue growing overall GMV as the leading indicator of the success of our business while also shifting our mix to more profitable
subscriptions and expanding into other marketplaces.”
Fiscal Second Quarter 2021 Financial Results
Results compare 2021 fiscal second quarter ended July 31, 2021 to 2020 fiscal second quarter ended August 1, 2020 unless otherwise indicated.
● Net revenue decreased 18% to $34.9 million from $42.3 million in the comparable year-ago period. The decrease in net revenue was primarily attributable to ongoing
supply challenges in the Company’s Fulfillment by Amazon (“FBA”) US segment, which were offset by continued growth in the Company’s other marketplaces.
● Gross profit decreased 17% to $8.8 million or 25.3% of net revenue from $10.7 million or 25.3% of net revenue in the comparable year-ago period. The decrease in
gross profit was primarily attributable to a reduction in net revenue on the Amazon US platform. Gross margin year-over-year remained flat despite a decline in
merchandise margin rate as a result of the leveraging of fulfillment fees and warehousing and freight expenses. The table below summarizes the year-over-year
comparison of gross margin:
Thirteen Weeks Ended
July 31,
August 1,
2021
2020

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

$

$

15,936
45.7 %
(5,394 )
(1,708 )
8,835
25.3 %

$

$

19,447
46.0 %
(6,867 )
(1,894 )
10,685
25.3 %

● Selling, General & Administrative (“SG&A”) expenses decreased 9% to $10.2 million or29.3% of net revenue from $11.2 million or 26.4% of net revenue in the
comparable year-ago period. The decrease in SG&A expenses was primarily attributable to a $1.2 million decrease in selling expenses related to the decline in net
revenue.

● Loss from operations was $1.4 million, compared to a loss from operations of $493,000 in thecomparable year-ago period. The increase in operating loss was the result
of the decline in net revenue, partially offset by a decrease in cost of sale and SG&A expenses.
● Net income was $82,000, or $0.03 per diluted share, compared to a net loss of $899,000, or $0.49 per diluted share, in the comparable year-ago period. The
improvement to net income was driven by a reduction in SG&A expenses as well as $1.9 million benefit resulting from the Company’s Paycheck Protection Program
(“PPP”) loan being forgiven during the period.
● Adjusted EBITDA loss (a non-GAAP metric reconciled below) was $754,000, compared to adjusted EBITDA of $23,000 in the comparable year-ago period.
● As of July 31, 2021, the Company had $2.6 million in cash, compared to $1.8 million as of January 30, 2021 and $3.3 million as of August 1, 2020.
● Cash used in operations was $2.5 million, compared to $1.6 million in the comparable year-ago period.
● Inventory at quarter end was $25.0 million, compared to $20.6 million as of August 1, 2020.
● As of July 31, 2021, the Company had no borrowings under its credit facility and had $10.1 million available for borrowing.
Fiscal First Half 2021 Financial Results
Results compare six months ended July 31, 2021 to six months ended August 1, 2020 unless otherwise indicated.
● Net revenue increased 2% to $75.5 million from $73.9 million in the comparable year-ago period. This increase in net revenue was driven by improved performance
from non-Amazon marketplaces and the subscriptions segment, which was offset by ongoing supply challenges in the Company’s FBA US segment.
● Gross profit was $18.6 million or 24.7% of net revenue, compared to $18.6 million or 25.2% of net revenue over the comparable year-ago period. The decrease in gross
margin was a result of increased warehousing and freight costs, driven by an increase in sales and global supply chain challenges. The table below summarizes the yearover-year comparison of gross margin:
Twenty-Six Weeks Ended
July 31,
August 1,
2021
2020

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

$

$

34,656
45.9 %
(11,843)
(4,182 )
18,631
24.7 %

$

$

33,901
45.9 %
(11,865)
(3,434 )
18,602
25.2 %

● SG&A expenses decreased 14% to $20.9 million or 27.6% of net revenue from $24.3 million or 32.9% of net revenue in the comparable year-ago period. The decrease
in SG&A expenses was primarily attributable to a $3.5 million decline in G&A expenses.
● Loss from operations totaled $2.2 million, an improvement from $5.7 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 $1.3 million, compared to a loss of $6.3 million in the comparable year-ago period. The improvement to net loss was driven by areduction in SG&A
expenses as well as $1.9 million benefit resulting from the Company’s PPP loan being forgiven.
● Adjusted EBITDA loss (a non-GAAP metric reconciled below) was $1.0 million, compared to a loss of $4.7 million in the comparable year-ago period.
● Cash used in operations was $4.9 million, compared to $8.1 million in the comparable year-ago period.
Key Performance Indicators (KPIs)
Unless otherwise specified, KPI data has been recorded as of fiscal quarter end (July 31, 2021).
● Fiscal second quarter 2021 GMV increased 50 basis points to $59.0 million, compared to $58.7 million in the comparable year-ago period. Subscription GMV increased
33% to $24.9 million (42.1% of total GMV), compared to $18.7 million (31.9% of total GMV) in the comparable year-ago period.
● Fiscal second quarter 2021 GMV per active partner increased 3% to $75,000 from $72,000 in the second 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 ended July 31, 2021 was approximately 792, including 655 retail partners and 136 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 July 31, 2021 increased 27% compared to the comparable year-ago period.
● Subscription lifetime value to customer acquisition cost (“LTV:CAC”) ratio as of July 31, 2021 was 3.3x with an average payback period of 8.0 months. The sequential
change was largely attributable to investments in customer acquisition, which should translate to growth in subsequent quarters. As subscription partners continue to
mature and adopt more features of the Kaspien platform, the Company expects these metrics to improve over time.
● Retail lifetime value to customer acquisition cost as of July 31, 2021 was 9.5x with an average payback period of 6.1 months. The increase in retail is due to the more
mature business seeing longer partnership tenures given the longer operating history.
● During the fiscal second quarter, subscription monthly recurring revenue (“MRR”) increased approximately 16% to $138,000 compared to $109,000 at the end of the
comparable year-ago period.
● Retail segment gross revenue per partner for the fiscal second quarter decreased 8% to $52,000 from $57,000 in the comparable year-ago period.

Conference Call
Kaspien will hold a conference call today, Tuesday, September 14, 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: 844-602-0380
International number: 862-298-0970
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 September 28, 2021.
Toll-free replay number: 877-481-4010
International replay number: 919-882-2331
Replay ID: 42618
Kaspien plans to file its annual Form 10-Q by September 14, 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 e-commerce 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) Other (income) loss; (iii) interest expense; and (iv) depreciation expense. 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
July 31,
August 1,
2021
2020

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

$

$

82
46
(1,963 )
461
(1,375 )
621
(754)

$

$

Twenty-Six Weeks Ended
July 31,
August 1,
2021
2020

(899) $
406
(493)
516
23 $

(1,335 )
46
(1,963 )
1,015
(2,237 )
1,224
(1,013 )

$

$

(6,306 )
634
(5,672 )
1,007
(4,665 )

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)

July 31,
2021
Net revenue

$

34,890

Cost of sales
Gross profit
Selling, general and administrative expenses
Loss from operations
Interest expense
Other (income) expense
Income (loss) before income tax expense
Income tax expense
Net income (loss)

$

26,055
8,835
10,210
(1,375 )
461
(1,963 )
128
46
82

BASIC AND DILUTED INCOME PER
SHARE:
Basic income (loss) per common share

$

0.03

Weighted average number of common shares
outstanding – basic
Diluted income (loss) per common share
Weighted average number of common shares
outstanding – diluted

Thirteen Weeks Ended
% to Net
August 1,
Revenue
2020
$

0.03

2,538

July 31,
2021
$

75,507

Twenty-six Weeks Ended
% to Net
August 1,
Revenue
2020
$

31,611
10,685
11,178
(493)
406
(899)
(899)

74.7 %
25.3 %
26.4 %
-1.2%
1.0%
0.0%
-2.1%
0.0%
-2.1% $

56,876
18,631
20,868
(2,237 )
1,015
(1,963 )
(1,289 )
46
(1,335 )

75.3 %
24.7 %
27.6 %
-3.0%
1.3%
-2.6%
-1.7%
0.1%
-1.8% $

55,283
18,602
24,274
(5,672 )
634
(6,306 )
(6,306 )

$

(0.49)

$

(0.56)

$

(3.46)

1,825
$

(0.49)

1,825

2,404
$

(0.56)

2,404

1,823
$

% to Net
Revenue

73,885

74.7 %
25.3 %
29.3 %
-3.9%
1.3%
-5.6%
0.4%
0.1%
0.2% $

2,491
$

42,296

% to Net
Revenue

(3.46)

1,823

74.8 %
25.2 %
32.9 %
-7.7%
0.9%
0.0%
-8.5%
0.0%
-8.5%

KASPIEN HOLDINGS INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share and share amounts)

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 portion of PPP Loan
Total current liabilities

July 31,
2021
Unaudited
$

$

$

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; 3,902,985, 3,336,576 and 3,219,334
shares issued, respectively)
Additional paid-in capital
Treasury stock at cost (1,410,417, 1,410,378 and 1,408,043 shares, respectively)
Accumulated other comprehensive loss
Accumulated deficit
TOTAL SHAREHOLDERS' EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

$

January 30,
2021

2,570
1,184
2,805
25,024
1,056
32,639
2,992
2,302
2,447
218
4,277
1,157
46,031

7,599
1,941
622
10,162

$

$

$

August 1,
2020
Unaudited

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

$

$

$

3,337
950
2,239
20,576
1,085
28,187
4,362
2,285
3,030
1,246
3,411
2,036
44,557

9,857
2,151
3,812
571
1,017
17,408

1,942
5,526
15,721
33,351

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

2,564
1,001
4,401
19,613
44,987

-

-

-

39
359,016
(230,170 )
(2,007 )
(114,198 )
12,680
46,031

$

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

$

32
346,457
(230,169 )
(1,473 )
(115,277 )
(430)
44,557

Exhibit 99.2

Kaspien Fiscal Second Quarter 2021 Earnings Call Script
Tuesday, September 14 at 4:30 p.m. Eastern time
Participants
Kunal Chopra, Chief Executive Officer
Ed Sapienza, Chief Financial Officer – Kaspien Holdings Inc.
Brock Kowalchuk, Chief Financial Officer – Kaspien Inc.
Mitchell Bailey, Chief Operating Officer
1

Operator
Good afternoon. Welcome to Kaspien’s fiscal second quarter 2021 earnings conference call. Joining us today are Company CEO Kunal Chopra, COO Mitchell Bailey,
Kaspien Holdings Inc. CFO Ed Sapienza, and Kaspien Inc. CFO Brock Kowalchuk. Following their 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 the investor relations section of the Company’s website.
Now, I would like to turn the call over to Kaspien’s CEO, Kunal Chopra.
Sir, please proceed…
2

Kunal Chopra – CEO
Welcome, everyone, and thank you for joining us today.
After the market close, we issued a press release announcing our results for the fiscal second quarter ended July 31, 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.
To begin today, I’d like to run through a high-level overview of our operational highlights from the fiscal second quarter. Then, I’ll turn the call over to Kaspien Holdings’
CFO, Ed Sapienza, to discuss our financial results for the quarter. Ed’s 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.
And with that, let’s get started.
In the fiscal second quarter, we responded well in the face of global supply chain challenges that have impacted businesses the world over. Stemming from the COVID-19
pandemic, industry-wide headwinds meant sales were harder to come by, and many brands and marketplaces were limited in their ability meet demand when it was there.
While many organizations have been severely impacted operationally and also financially by inventory shortages and inflationary price increases, I am pleased to report that
our team has navigated the terrain effectively during this period, which is a testament to their abilities as well as the resiliency of our operating model.
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Our past operational decisions, including setting up a distributed, flexible supply chain, allowed us to better respond in current circumstances. In recent months, we’ve
successfully mobilized our teams to establish a more robust direct-to-consumer fulfillment model by utilizing our regional warehousing locations to minimize gaps in lead
times across the supply chain. In some cases, we also introduced drop shipping as an option for select partners. This coordinated response provided a better experience for
our brand partners who had been previously reliant on Amazon FBA. And, despite these logistical challenges, I’m pleased to report that we were able to drive a 50-basis
point increase in overall GMV, a 33% increase in subscription GMV and a 16% increase in subscription monthly recurring revenue during the period. Within our strategic
brands, GMV increased 5.5%, signifying the continued durability of our most meaningful lines as well.
Our non-Amazon marketplaces also continue to perform well, registering 72% growth as a group, largely driven by success on our new and growing Target+ Program.
Traditionally, much of our business has been transacted on Amazon, and we are pleased to see growth in our up-and-coming marketplaces as we look to expand to a more
representative omni-channel enterprise.
Also, while the retail arm of our business was most directly impacted by industry headwinds, we were encouraged to see that our subscriptions vertical continued to show
year-over-year improvement, including a 27% increase in our partner count. We also doubled the number of Account Managers to support existing and anticipated growth
going forward. These increases further prove that Kaspien has a real opportunity to expand in our subscriptions area regardless of the macroeconomic environment.
On the product side of things, we also made significant platform technology upgrades this quarter in service of our mission to become a one-stop-shop for our partners. More
specifically, we implemented reporting capabilities in our Platform Dashboard, improved Product Targeting Management, added Sponsored Brand Video Management to
our AdManager software, and developed a new Partner Central Rapid Prototype, among other updates, which I’ll explain more fully in a few minutes. The broader point is
that these ongoing improvements will position us well for greater partner success and satisfaction in the future.
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As an aside, in August our AdManager software, was even awarded the “Marketing Automation Innovation Award" in the fourth annual MarTech Breakthrough Awards,
which are hosted by a leading market intelligence organization that recognizes the top companies, technologies and products in the global marketing, sales and advertising
technology industry today. Past winners have included global leaders such as Adobe, HubSpot, Shopify, The Trade Desk and Squarespace among others. To be included in
such a prestigious group is both humbling and also a testament to the great work we’ve done to lead with our technology first. We appreciate that MarTech Breakthrough
can recognize our commitment to excellence for all our customers and their important and valued small businesses around the world.
All this is just to say we’re continuing to improve, grow, expand and refine in all key areas of our business. I look forward to delving deeper, but before I go further, I’m
going to turn the call over to Kaspien Holdings CFO, Ed Sapienza, to discuss our financial results for the quarter in greater detail.
Ed?
Ed Sapienza – CFO
Thank you, Kunal.
Turning now to our financial results for the fiscal second quarter ended July 31, 2021…
Net revenue in the second quarter decreased 18% to $34.9 million from $42.3 million in the comparable year-ago period. The decrease in net revenue was primarily
attributable to ongoing supply challenges in our Fulfillment by Amazon, or FBA, US segment, which were offset by continued growth in our other marketplaces.
Over the six months ended July 31, 2021, net revenue increased 2% to $75.5 million from $73.9 million in the comparable year-ago period. The increase in net revenue was
driven by improved performance from non-Amazon marketplaces and the subscriptions segment.
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Moving on to gross profit. This quarter, gross profit decreased 17% to $8.8 million, or 25.3% of net revenue, from $10.7 million, or 25.3% of net revenue, in thecomparable
year-ago period. Gross profit over the first six months of this fiscal year was $18.6 million, or 24.7% of net revenue, compared to $18.6 million, or 25.2% of net revenue,
over the comparable year-ago period.
The decrease in gross profit was primarily attributable to a reduction in net revenue on the Amazon US platform. Gross margin year-over-year remained flat despite a decline
in merchandise margin rate as a result of the leveraging of fulfillment fees and warehousing and freight expenses.
Turning to our selling, general and administrative expenses…
For the second quarter of 2021, our SG&A expenses decreased 9% to $10.2 million, 29.3% of net revenue, from $11.2 million, or 26.4% of net revenue, in fiscal Q2 of last
year.
SG&A expenses over the six months ended July 31, 2021 decreased 14% to $20.9 million, or 27.6% of net revenue, from $24.3 million, or 32.9% of net revenue, in the
comparable year-ago period. The decrease in SG&A expenses was primarily attributable to a decline in G&A expenses.
Our loss from operations for the second quarter was $1.4 million, compared to a loss from operations of $493,000 in the comparable year-ago period. The increase in
operating loss was the result of the decline in net revenue, partially offset by a decrease in cost of sale and SG&A expenses.
Over the first six months of this fiscal year, loss from operations totaled $2.2 million, an improvement from $5.7 million in the comparable year-ago period. The
improvement in operating results was the result of higher net revenue and a reduction in SG&A expenses.
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Our net income for the second quarter totaled $82,000, or $0.03 per share, compared to a net loss of $899,000, or $0.49 per share in Q2 of 2020. Over the six months ended
July 31, 2021, net loss was $1.3 million, compared to a loss of $6.3 million in the comparable year-ago period. The improvement to net income and loss for both periods was
driven by a reduction in SG&A expenses as well as a $1.9 million benefit resulting from the forgiveness of the Company’s Paycheck Protection Program loan.
Adjusted EBITDA, a non-GAAP measure, was a loss of $754,000, compared to an adjusted EBITDA of $23,000 for the same year-ago period. For the six months ended
July 31, 2021, our adjusted EBITDA loss was $1.0 million, compared to a loss of $4.7 million in the comparable year-ago period.
Moving to the balance sheet, we ended the quarter with $2.6 million in cash, compared to $1.8 million as of January 30, 2021. We ended the quarter without any borrowings
on our credit facility and $10.1 million in availability.
Over the six months ended July 31, 2021, our cash used in operations was $4.9 million, compared to $8.1 million over the same year-ago period. We expect to be in a
borrowing position with our line of credit in the fiscal third quarter with increased sales in the fourth quarter providing a partial counterbalance to pay down that investment.
Inventory at quarter end was $25.0 million, compared to $20.6 million as of August 1, 2020.
This completes my financial summary. I’d now like to turn the call over to Brock for additional insights into our KPI’s for the quarter.
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Brock?
Brock Kowalchuk - CFO
Thanks, Ed.
Turning now to our KPI results for the fiscal second quarter ended July 31, 2021.
Starting with Gross Merchandise Value, or GMV. In fiscal Q2, GMV across our platform increased 50 basis points to $59.0 million from $58.7 million in the comparable
year-ago period. Included in that number is Retail GMV as well as subscription GMV. Retail GMV was down 17% to $36.6 million compared to $44.1 million in the
comparable year-ago period. GMV for strategic brands increased 5.5%. Subscription GMV increased 33% to $24.9 million, or 42.1% of total GMV, compared to $18.7
million, or 31.9% of total GMV, in the comparable year-ago period. Moving forward, we generally expect to continue reliably growing GMV, both in retail and
subscription, on a year-over-year basis.
Fiscal second quarter GMV per active partner increased 3% to $75,000 in 2021, as compared to $72,000 in the second 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 and increased engagement across
more product lines.
Total active partner count at the end of fiscal second quarter was approximately 792, including 655 retail partners and 136 subscription partners, or Agency and SaaS,
partners. This represents a 6% sequential decrease in the partner base, largely due to a 7% decrease in retail partners offset to a degree by a 27% increase in subscription
partners. The Company’s retail partner base decreased due to the rationalization of retail partners based on revenue, margin and working capital considerations, as we
optimize our use of resources on higher-value, active partners.
Subscription lifetime value to customer acquisition cost ratio, or “LTV: CAC” ratio, as of July 31, 2021 was 3.3x with an average payback period of 8.0 months. This was a
decrease compared to 3.4x and 7.7 months recorded in the prior quarter. The sequential change was largely attributable to investments in customer acquisition, which should
translate to growth in subsequent quarters. As subscription partners continue to mature and adopt more features of the Kaspien platform, the Company expects these metrics
to improve over time.
8

Retail lifetime value to customer acquisition cost as of July 31, 2021 was 9.5x with an average payback period of 6.1 months. The increase in retail is due to the more
mature business seeing longer partnership tenures given the longer operating history.
During the fiscal second quarter, subscription monthly recurring revenue, or MRR, increased approximately 16% to $138,000 compared to $109,000 at the end of the
comparable year-ago period.
Retail segment gross revenue per partner for the fiscal second quarter decreased 8% to $52,000, from $57,000 in the comparable year-ago period.
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 – CEO
Thanks, Brock.
Building on my earlier remarks, the fiscal second quarter was a true test of our ability to be nimble in the face of adversity. At the same time, we continued to drive
outperformance in many key growth areas and have also continued to navigate our business forward in a lot of other ways, which I’d like to take some time outlining on the
remainder of today’s call.
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 an emerging brand acquisition strategy. I’ll now take a minute to update these areas more fully, beginning with product.
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As I noted a few minutes ago, this quarter we made significant product related upgrades to our platform. In addition to the aforementioned updates on the software side, we
also upgraded our retail arm, including making several key upgrades and enhancements to expand our capabilities, improve our forecasting, and make life easier for our
partners. More specifically, we expanded our SKU mapping service to support non-Amazon marketplaces, reducing the work for our Supply Chain teams. Also, we
improved our rolling forecast abilities, expanding our sales predictions from 30 days to a full year, and updated our Deal Desk model to account for international factors
such as tariffs and value-added tax, allowing creation of auto-shipment plans for international markets and saving time for our users. Relatedly, we have also improved our
supply chain process to incorporate a staging facility. This allows us to be competitive for new business and provides an opportunity to deepen our relationships with our
brands by taking more work off their operations; it also allows maximum control over fulfillment to the end consumer.
Moving to sales and marketing, our teams have been hard at work refining our inbound marketing strategy. Year-to-date we’ve brought in 2568 marketing qualified leads,
or MQLs, and 690 sales qualified leads, or SQLs, of which 1492 MQLs and 316 SQLs came in Q2. Importantly, 74% of all deals won in Q2 and 70% of all deal dollar value
on the platform came from inbound marketing.
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 & sales pipeline have remained strong this quarter, and our average closed deal size has improved by 14% compared to just the last
quarter.
In addition to our improved numbers of MQLs and SQLs, we are also seeing an increased influx of larger, tier-one businesses. This influx of is largely attributed to our paid
and organic content efforts. In Q2 we published 31 online educational resources and hosted 2 industry topical webinars.
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Moving to our partnership success. Our goal in this area is to solidify our approach towards serving our partners on multiple leading marketplaces, in a true omnichannellike fashion. In pursuit of that channel expansion strategy, back in March we announced our approval to sell on Target.com through its invite-only Target+ Program, as one
of the only third-party sellers granted this special access. Already, we’re seeing strong growth in this channel as Target+ revenues increased 204% this quarter.
Also, this quarter we established Kaspien's first B2B partnership that utilizes Ad Manager as a white-label software for a digital agency managing Amazon brands. In
addition, we’re in the process of expanding this collection of partners, and already have a second agency that has also approved the partnership and is putting together the
necessary information for onboarding onto the platform.
Last quarter we also announced a partnership with the international grocery business Kroger. While this partnership is still in its early days, I’m pleased to report that we’ve
had our first go-live in this channel, and we’re working to build out functionality to support a greater number of potential partners and use cases. I look forward to sharing
further updates here as we are able.
Switching gears, as I mentioned on our last call, we believe there is ample ground for us to cover as we position ourselves as business and thought leaders in our space. Let
me take a minute to discuss just a few of the activities where we’ve been actively engaged to grow the Kaspien brand:
•

This year so far we have published 94 pieces of content, including 69 blogs, 9 podcasts, 8 eBooks, and 8 webinars. In Q2 specifically, we published 37 pieces of
content, including 28 blogs, 3 podcasts, 2 eBooks, and 4 webinars.
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•

Blog subscribers by end of Q2 2021 have grown 145% since Q2 2020. This quarter, we also had 285 eBook downloads and 792 webinar registrations, leading to a
188% increase in website traffic in these resource areas.

•

We’ve also conducted content trades, or blogs, webinars, and eBooks, with five companies, including three new relationships. This brings our total group to 10
companies since the start of fiscal year 2021, now including Cahoot, BlueTuskr and Cart.com in addition to VantageBP, Levin Consulting, eComEngine,
SellerSmile, Sellzone, Deliverr, and MyFBAPrep.

•

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 complement 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.
Moreover, we continue to have a promising pipeline of companies that we feel would be good fits for our platform. In recent months, the seller services space has also
presented several compelling acquisition targets. It’s worth noting that within the current environment we are seeing valuation multiples at elevated levels, which has kept
us from moving forward on potential targets at this time. We believe in taking a deliberate, conservative approach to brand acquisition, and we’re willing to be patient to
find the right deals at the right prices. We’ll continue to evaluate opportunities in relation to the potential return and ultimate value we expect to attain. While these pipelined
companies may not ultimately result in transactions, at the same time we see a tremendous opportunity to drive incremental value even just within our own customer base.
Put together, we believe we have a long-term recipe for becoming number one in GMV within the seller services market.
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Before we turn the call over for questions, I’d like to provide a brief outlook on our operations.
The supply chain challenges befalling the industry at large are still here and will remain in effect, to some degree, for the foreseeable future.
That said, the state of our business remains strong. Between the roughly $2 million forgiveness of our PPP loan and a $6.3 million paydown on our line of credit, we’ve
effectively reduced our debt by over $8 million from the beginning of the fiscal year. Our GMV and margin profile stability over the first six months of 2021 indicate a
resilient core business that is sturdy enough to withstand temporary headwinds. Looking ahead, we will be investing in the coming months to meet the expected growth in
demand during the upcoming holiday season, which has us optimistic about future sales pickup.
In many ways, Q2 was an involuntary litmus test of our business model, one that I believe we’ve passed. Subsequent quarters will be a test of our vision for the future. Our
focus over the long term will be to continue growing overall GMV as the leading indicator of the success of our business while also shifting our mix to more profitable
subscriptions and expanding into other marketplaces. We remain committed to helping businesses of all sizes grow online, and to using our comprehensive platform of
software and tech-enabled services to guide our partners through the increasingly complex landscape of digital marketplaces. Across our business, we will continue to offer
the software, technology, and know-how to support more marketplaces, expand to new geographies, and layer new business models on top of our existing platform.
And with that, we are ready to open the call for your questions.
Operator, please provide the appropriate instructions.
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Operator
Thank you.
The floor is now open for questions. [Operator Instructions]
Our first question comes from Rommel Dionisio at Aegis Capital. Your line is open sir. Please go ahead.
Rommel Tolentino Dionisio Aegis Capital Corporation, Research Division
Obviously the industry-wide supply chain challenges, that's pretty well-known across board, and you're certainly not alone there. But one of the things I found really
encouraging in the quarter was this GMV per active partner continue to see these nice positive trends. I know you talked about credit partner sales increasing engagement. I
wonder though, can you just provide a little more color on that. So really internal factors that you focused on that's really taking route there to drive that GMV per partner
statistics upward, even despite all the sort of industry-wide challenges on the supply chain.
Kunal Chopra Chief Executive Officer
Yes, big picture. I mean, at the end of the day, it comes down to our platform, which is geared towards trying to optimize for GMV and the contribution margin per GMV -per dollar of GMV. And although we have a few partners that suffered some of the issues that we're seeing across the board, we've also seen some increases with certain
partners. And that's the advantage of taking a more diversified approach. And our diversification approach extends to not only the number of partners that we have on the
platform, the total number of business models that we have, the diversified supply chain that we talked about in today's call. So all in all, taking this diversified approach
across our entire partner base has helped us to continue to drive that number up, even though a few partners suffered, as you saw from the top line decline.
Operator [Operator Instructions]
With no other questions holding, this will conclude our question-and-answer session. I'd now like to turn the call back over to Mr. Chopra for his closing remarks.
Kunal Chopra Chief Executive Officer
Yes. Thank you everyone for joining us on today's call. Especially, I want to take a moment to thank our employees, our partners and investors for all their continued
support. Operator, back to you.
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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 their
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 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 [Audio Gap] or elsewhere pertains only as 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 on this call or elsewhere might not occur.
Thank you for joining us today for Kaspien's fiscal second quarter 2021 earnings conference call. You may now disconnect.
[END]
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