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Kingstone Companies (KINS): Recent
significant changes; History of FCF; Recent
competitors’ exits create market
opportunity equal to the company’s size

1. BASICS
Kingstone is a northeast regional property and casualty insurance holding company
whose.

¢ 90% of Policies Concentrated in New York

- As of June 2024, New York accounts for 90% of the company’s total policies.

- The principal operating subsidiary, Kingstone Insurance Company (KICO),
operates through over 700 licensed agents and brokers, offering personal lines
and commercial auto insurance (limited to livery physical damage) in New York.

- KICO has been serving the state since 1886.

- Percentage of Policies-in-force by County (as of 12/31/2023): Suffolk: 43.7%;
Nassau 15.6%; Kings 14.5% Queens 10.1%; Richmond 5.1%; Bronx 5.1%);
Westchester 1.2%; New York 0.8% (These counties are all located in the State of New
York)

e 15t largest player in NY: In 2023, KICO ranked as the 15th largest provider of
homeowners insurance in New York.
e Breakup
- Personal lines: 93%
- Livery physical damage: 7%
- Others: 0.1%
¢ Kingstone is also licensed in New Jersey, Rhode Island, Massachusetts, Connecticut,
Pennsylvania, New Hampshire, and Maine.

II. WHY ARE WE FLAGGING THIS?
1. RECENT SIGNIFICANT CHANGES
i) Reappointment of Barry as CEO
e On July 19, 2019, the company reappointed Barry Goldstein as CEO. He is also the
Executive Chairman, largest shareholder, and previously served as CEO from 2001 to
2018.
ii) Exit of commercial liability lines:
e Through July 2019, the Company offered commercial business owners policies and
artisan’s liability policies for small businesses and small independent contractors.
e As soon as Barry was appointed as CEO, the company exited the commercial liability
lines that were requiring more capital and doing poorly.
iii) Management changes
Barry revamped the management team. Now, Barry retired and appointed a new CEO in
Oct 2023.
e October 2023: CEO (promoted former COO)
e November 2020: Chief Actuary
e Nov 2023: Chief Claims Officer
eJan 2023: CFO



e]June 2023: VP - Operations

eJune 2022: CTO

e In early 2020 (or late 2019), Eva Paxhia joined as VP, Senior Product Manager; Sri
Seshadri joined as VP, Chief Information Officer; and Rob Jacobson joined as VP,
Operations.

iv) Technological improvement

e The company hired its first CIO (Chief Information Officer) in early 2020.

eIn Q4 2020, the company migrated from legacy systems to a single policy issuance
and management system, along with a new producer interface to simplify business
for policyholders.

e Since 2020, the company had a shift in its workforce and have added many analytical
and technology-focused positions.

v) New product

e After Barry’s appointment in 2020, the company began developing a new product
called "Select," received approval in 2021, and launched it in Q1 2022.

e The new product, "Select,” is an advanced offering that better aligns rate with risk by
utilizing multiple data sources and incorporating property-specific reinsurance
factors. Barry stated it took nearly three years to develop.

e As per the recent CC, the company has grandfathered its legacy book and will
continue renewing those policies for now to avoid massive dislocation. Since the
legacy book is profitable, the company aims to retain customers without
transitioning them at this time.

vi) Exit from non-core markets

e The company refers to its New York business as “Core” business and the business
outside of New York as “non-Core” business.

e The company expanded outside New York in 2017 to diversify its footprint. However,
due to profitability concerns and the disproportionate impact on underwriting
results, particularly in 2022, the company decided to reduce this footprint.

eIn 2022, the company stopped taking on new business in non-core states like
Connecticut, Massachusetts, New Jersey, and Rhode Island. They have also been non-
renewing existing policies where allowed by regulations and have significantly
reduced commission rates for agents.

eIn Q4 2023, the company obtained regulatory approval to withdraw from New Jersey.
In New Jersey, starting January 1, 2024, the company will non-renew all policies over
a two-year period.

e These steps led to a 48% reduction in policies outside New York in 2023. The
company plans to reduce its non-core policies by 80% by the end of 2024, two years
after initiating this effort.

e For the three months ended June 30, 2024, non-Core policies in force decreased by
55.0% and non-Core direct written premiums decreased by 59.7%.

e For the six months ended June 30, 2024, 95.2% KICO’s direct written premiums came
from the New York policies, up from 87.8% as on June 30, 2023.

vii) Price hikes

e The company has adjusted pricing to keep ahead of loss trends, including inflation, by
filing maximum rate changes and ensuring policies are insured to value.

o In September 2023, the company completed its first cycle of valuation adjustments,
making sure that all homes were insured to value.



¢ As of June 2024, all policies were renewed at the at the most current replacement
cost and the overall average written premium for the legacy Core homeowners
policies for the last 12 months increased by 24.1% (reflecting both rate and
replacement cost changes)
viii) Expense reduction:
e The current net underwriting expense ratio is the lowest in the last 10 years.
-2015:32.3%
-2016:33.9%
-2017:36.4%
-2018:38.4%
- 2019: 38%
-2020: 38.9%
-2021:40.6%
-2022:36%
-2023:32.9%
- 6M June 2024: 31.3%
e The company aims to reduce the net underwriting expense ratio to 29% by year-end
2024,
ix) Reduction in net loss ratio
e Overall personal lines non-catastrophe frequency for Six Months 2024 was lower
than for the same period in 2023, which is believed to be the result of the Company’s
new Select product as well as the Company’s active efforts to manage less profitable
segments.

Key loss ratio
3M Mar 2023 88.6%
6M June 2023 77.2%
9M Sep 2023 77.7%
FY 2023 72.4%
3M Mar 2024 62.0%
6M June 2024 54.3%

x) Third consecutive quarter of profitability
¢ QE June 2024

- Net income was $4.5 million, compared to a net loss of $0.5 million in the
comparable quarter of the prior year.

- Net written premiums increased by 17.6%

- Core business direct premiums written increased by 22%

¢ QE March 2024:

- Net income was $1.4 million, compared to a net loss of $5.05 million in the
comparable quarter of the prior year.

- Net written premiums increased by 21%

- Direct written premiums from the Core business increased by 12.5%

¢ QE December 2023

- Net income was $2.9 million, compared to a net loss of $3.9 million in the

comparable quarter of the prior year.
xi) Repayment of $5M debt (25% of total debt)

e In September 2024, the company replaced $19.95 million in old 12% Senior Notes
due December 2024 with $14.95 million in new 13.75% Senior Notes, maturing in
June 2026, and made a $5 million cash payment.

e The $5M cash payment is roughly 25% of the total debt as of June 2024.



xiii) Increase in guidance
e The company recently raised its FY 2024 guidance. It now expects:
- Direct premium written growth: 25% to 35% (previously 16% to 20%)
- Net income per share: $1.00 to $1.30 (previously $0.75 to $1.10)
- GAAP combined ratio: 84 to 88
- ROE: 26% to 34%

I1. Exit of competitors

Most recently (Aug 2024), competing carriers representing more than $200 million in
annual premiums have decided to exit New York State or withdraw from the personal
property market nationwide. The company recognize that the policies issued by these
carriers would need to be moved to alternative carriers and assumed that this transition
would occur over the next year.

The company learned that the policies of two of those carriers—over 60,000 policies
within its downstate New York footprint—will need to be moved to alternative carriers
by the end of this year.

For perspective, that number of policies is roughly equivalent to the size of the company
today.

The CEO mentions that the company is in the fortunate position to choose which
segments to write, as market capacity is severely constrained.

https: //www.cbsnews.com/newyork/news/new-york-property-insurance-companies-
leaving/
https://www.insurancebusinessmag.com/us/news/breaking-news/adirondack-
mountain-valley-begin-runoff-in-new-york-503096.aspx
https://www.timesunion.com/business/article /insurance-agents-scramble-major-
carrier-exits-19599811.php

https://spectrumlocalnews.com/nys/buffalo /politics /2024 /05 /02 /insurance-

industry-warns-coverage-crisis-could-be-looming

II1. Valuation

M.Cap: $114M
Debt: $20M ($5M of debt repaid recently)

Cash: $7M (company used the cash to repay debt)
EV: $127M

Recent FCF: $17M
FCF/EV: 13.4%

If you exclude the years with negative FCF, the average FCF is approximately $20M.

This is why we are flagging it, despite the stock’s recent gains.



LTM

FY FY FY FY FY FY FY FY FY FY June
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Cash flows

from operating

activities 17 20 15 28 22 30 | -10 | 24 -1 -11 19
Capex 1 1 1 3 3 4 3 4 5 2 2
FCF 17 19 15 25 20 26 | -14 | 20 -5 -13 17
Additional note

Catastrophe events:

e Catastrophe risk plays a critical role in the financial performance of the company.
©2020: As you can see from the above table, FY 2020 was the worst for the company.
In 2020, New York experienced its most significant weather event since 2012 with

Tropical Storm Isaias. Although less destructive than Superstorm Sandy, Isaias
caused extensive disruptions. Although New York faced several significant weather
events between Superstorm Sandy and Tropical Storm I[saias, none resulted in
devastation comparable to those two storms.

©2021:1n 2021, New York faced severe flooding and record rainfall from Hurricane
Ida's remnants, rivaling the impact of Tropical Storm Isaias and, in some ways,
Superstorm Sandy.

6M June 6M June
2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 2023 2024

Net loss ratio
excluding the
effect of

catastrophes 43% | 44% | 50% | 65% | 51% | 61% | 71% | 65% 68% 51%

Effect of

catastrophe loss
on net loss ratio
(1D 2% 0% 6% 6% | 11% | 10% 7% 7% 9% 3%

Key loss ratio 45% | 44% | 56% | 71% | 62% | 71% | 77% | 72% 77% 54%

Barry Goldstein says NY is one of the least risky states for natural hazards
In the 2020 conference call, Mr. Goldstein made some interesting comments on natural
hazard risk and compared New York to Florida, as outlined below.
¢ Kingstone is often grouped with Florida insurance carriers, which he believes is an
unfair comparison due to significant differences in risk exposure.
e He cited a CoreLogic report that ranks New York as one of the least risky states for
natural hazards (43rd out of 50), whereas Florida is ranked the riskiest.
e The CEO argued that while New York will have occasional major weather events,
Florida faces significantly more frequent and impactful natural disasters.
¢ 2020 catastrophe events and heightened attritional losses have caused challenges for
Florida carriers, pushing them towards increased use of quota share reinsurance.m
Kingstone, however, has moved away from quota share reinsurance, thanks to
improvements in profitability and a stronger balance sheet.
e The CEO noted that while many still compare Kingstone to Florida carriers, he
believes it's not an appropriate comparison due to the vastly different operating
environments and risk levels.



Leon's Furniture (LEFUF): Solid FCF; Potential
property REIT IPO

1. BASICS
e The company is Canada’s preeminent retailer of furniture, appliances, electronics and
mattresses, with more than 300 locations nationwide and six Ecommerce sites.
e Retail has been the core of the company’s business since the Company’s founding 115
years ago.
e The retail banners include: Leon’s; The Brick; Brick Outlet and The Brick Mattress
Store
II. WHAT WE LIKE?
1. Competitive advantages
Largest player in Canada
e Leon's operates 300 stores across Canada, closely rivaled by Sleep Country Canada
with 307 stores. Other competitors include Ashley HomeStore (60 stores), Structube
(70 stores), Urban Barn (50+ stores), and IKEA (16 stores). Beyond these, most
industry players are regional brands.
Extensive network
e The company operates a vast network of over 300 stores across Canada, serving both
urban and rural communities. Notably, they maintain stores in regions with relatively
small populations, such as:
- Northwest Territories (NWT): Fewer than 50,000 residents
- Prince Edward Island: Fewer than 200,000 residents
- Newfoundland and Labrador: Fewer than 600,000 residents
One of the largest last mile delivery networks in Canada: Hard to replicate
e Canada’s vast geography and lower population density compared to the U.S. create
unique logistical challenges. The company has six regional stand-alone distribution
centres, 22 delivery warehouse centres and manages over 1 million delivery stops
annually. The company owns 70% of its own fleet. This setup allows the company to
efficiently cover remote and urban areas alike.
¢ Building regional centers and managing a fleet requires substantial investment. The
company’s scale—handling over 15 million units annually—enables it to lower costs
and streamline deliveries, which pose a significant barrier for smaller or new
entrants trying to compete at this level.
Largest network of home service technician
e The company runs Canada’s largest home service technician network, offering in-
home installation and repairs that support both their retail and partner operations.
By integrating delivery and service, they enhance their competitive edge, making it
difficult for rivals to replicate without significant investment and expertise.
2.Solid financials

LTM 6M 6M
($, mm) | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | June June | June
2024 2023 | 2024
Revenue | 2,144 | 2,215 | 2,241 | 2,283 | 2,220 | 2,513 | 2,518 | 2,455 | 2,528 1,107 | 1,180
Gross 915 954 977 999 984 | 1,108 | 1,109 | 1,083 | 1,118 483 518
Profit
EBT 114 131 151 143 210 276 236 182 191 53 61




Net 84 97 111
Income

107 ‘ 163 ‘ 207 ‘ 179 ‘ 139‘ 148 ‘ ‘ 40

3. Repurchased 18% of o/s shares
e The company’s diluted outstanding shares decreased by 18%, from 83.7 million in
2019 to 68.6 million in June 2024. Between 2020 and 2022, the company
repurchased shares worth $367 million.
4. Mark Leon
e Mr. Mark Leon controls 64.57% of the common shares outstanding,
e No related party transactions (Source: Annual report)
e Director compensations are between C$80K to C$90K
e Executive compensation: For the company of this size, the compensation of top 5
executives seems very low.
- 2023: C$5.8M
-2022: C$6.3M
- 2021: $8.2M
- 2020: C$7.5M

Name and Principal Financial Salary Paid Non-equity All other Total
Position Year $) Salary incentive plan | compensation | compensation
compensation (5)** 5]
($) / Annual
incentive
plans

Mike Walsh'® 2023 675,000 675,000 1,551,063 85,466 2,311,529
President & Chief Executive Officer 2022 675,000 668,750 2,007,878 19,272 2,695,900
Leon’s Furniture Limited 2021 650,000 637,000 1,782,473 10,538 2,430,661
Constantine Pefanis 2023 400,000 400,000 912,390 76,121 1,388,511
Chief Financial Officer, 2022 400,000 387,500 1,181,105 19,065 1,587,670
Leon's Furniture Limited 2021 350,000 341,666 1,050,320 24,079 1,416,065
Dave Freeman®® 2023 595,000 592,000 383,065 65,768 1,040,833
President 2022 585,000 580,000 300,066 25,010 905,076
The Brick Ltd. 2021 570,000 565,000 706,258 15,653 1,286,911
Luke Leon®®! 2023 440,000 352,500 172,170 44,905 569,575
Vice-President, Operations & 2022 220,000 207,654 175,000 11,313 393,967
Corparate Strategy 2021 215,000 193,154 254,806 10,473 458,432
Lean's Furniture Limited
Lewis Leont®! 2023 440,000 338,829 134,190 44,905 517,924
President 2022 195,700 177,803 140,000° 11,314 329,117
Leon's Furniture Division 2021 190,000 168,800 262,465 10,308 441,573

WHY ARE WE FLAGGING THIS?

The company owns a significant portion of the land on which the company’s stores and
other facilities reside.

The company owned real estate portfolio comprises more than 50 properties totaling
430 acres across Canada. The market value of real estate assets is well above the
historical cost of $256 million.

In 2023, the company announced its intention to create a Real Estate Investment Trust
(“REIT”) that will hold a portion of the real estate the company has acquired over its
115-year history.

Top management has prior experience in REIT IPO
The Canadian Tire Corporation (CTC) completed its Real Estate Investment Trust
(REIT) initial public offering (IPO) on October 23, 2013.



During the period of REIT IPO, Mr. Walsh, CEO, served as the President of Canadian Tire
Corp. The newly appointed CFO also served Canadian Tire as Manager of Corporate
Development.

2. Recent takeover of Sleep Country Canada Holdings Inc.
In October 2024, Fairfax acquired Sleep Country Canada Holdings for $1.7 billion.

Takeover valuation

LTM June 2024 Revenue: $953M
LTM June 2024 EBITDA: $201M
LTM June 2024 FCF: $126M

EV/Revenue: 1.8X
EV/EBITDA: 8.5X
EV/FCF: 13.5X

Sleep country Canada - Key financials
($, mm) 2018(2019(2020{2021{2022|2023

Revenue 623| 712| 758| 920| 929| 935
Gross Profit | 180( 223| 244| 317| 341| 347
EBT 82| 77| 84| 122| 146| 97

Net Income 60( 55| 63| 89| 111 72
Gross margin| 29%)| 31%| 32%| 34%| 37%| 37%
EBT Margin | 13%| 11%| 11%| 13%| 16%| 10%

Leon’s key financials - Revenue: $2.528 billion and EBITDA: $299 million and FCF:
$203M

At a similar EV/EBITDA valuation multiple, the company is worth $2.5 billion.
At a similar EV/FCF valuation multiple, the company is worth $2.74 billion.

The current EV

M.Cap: $1,340 million

Debt: $110M

Lease liabilities: $333M

Cash: $177M

EV: $1.6 billion

Note: Lease liabilities are included the calculation of EV for both Sleep Country and Leon’s
furniture.

1st Potential upside
Implied value of equity: $2.47 billion
Upside: 84%

2nd Potential Upside: REIT IPO
On the top of this, the company is planning for the REIT IPO, which could bring further

upside.



The company has acquired properties over its 115 years existence and the market value
of real estate assets must be well above the historical cost of $256 million.

3rd Potential upside: Property development
As explained by the company, the company plans to establish a REIT that will hold a
portion of the total properties.

The company intends to retain some real estate assets. One such asset that the company
retains is the corporate head office.

In early 2024 the company received a change of use approval to proceed with a new
masterplanned community at its head office location in Toronto. Subject to further
planning and approvals, the 40-acre site at highways 401 and 400 will be home to 4,000
new residential units, in addition to a new corporate headquarters and flagship retail
store.



Magnite (MGNI): Switching cost; Solid market
share; Long-term growth ahead as advertisers
embrace streaming services for ad spend

RESEARCH
1. Adtech platform: Basics, moat & competition

Let’s say you run an online news website and want to make money by showing ads on
your pages, you might contact a company like Magnite, which operates as a Supply-Side
Platform (SSP).

Magnite will help you manage and sell the ad spaces on your site, like the banners or
video spots you have on different pages. You don’t need to manually find advertisers.
Instead, Magnite connects your site to an automated system where many advertisers
can bid for these ad spaces in real time.

Magnite allows advertisers to bid for your ad space in real-time auctions. So instead of
setting a fixed price for every ad, you get competitive bids from multiple advertisers,
which helps you earn the most money possible for each ad shown. Magnite also uses
data to make sure the ads shown on your website are relevant to your audience. This
means the ads will be more engaging for your readers, leading to higher earnings.

In short, Magnite takes care of the technical and sales side of selling your ad inventory,
so you can focus on running your news site while earning revenue from advertisers in
an efficient and automated way.

How do Magnite compete against giants like Tradedesk or Google Display & Video
360? Amazon DSP / Demand Side platform VS Supply-Side platform

First thing first, Magnite, a supply-side company do not compete with Tradedesk or any
other players in demand-side platform (DSP).

So, what is DSP? Demand-Side Platform (DSP) is used by advertisers that want to buy ad
space. DSPs help advertisers automatically bid for and purchase ad inventory on various
websites, apps, and streaming services in real time. For example - a brand like Nike or
an advertising agency might use The Trade Desk, a DSP, to bid on and place ads in front
of targeted audiences across the web or on streaming platforms.

What is stopping DSP companies to venture into supply-side business and
compete with Magnite?

DSPs represent the buy side, working on behalf of advertisers to secure the lowest
possible price for ad space. In contrast, SSPs represent the sell side, working with
publishers to sell ad inventory at the highest price. If a DSP tried to manage both sides,
it could lead to a conflict of interest, as the company would be incentivized to drive both



higher and lower prices at the same time, which could erode trust among both buyers
and sellers

Secondly, in the programmatic ad ecosystem, transparency is a major concern. If DSPs
started managing inventory as SSPs, it could result in a lack of trust from publishers and
advertisers, who may worry about how fair and open the auctions are. This could raise
regulatory concerns related to market manipulation and antitrust violations, which
could trigger scrutiny from industry bodies and governments. (Note: Programmatic
refers to the automated buying and selling of digital advertising using software, rather than
traditional methods like manual negotiations or direct sales.)

As such, it is highly unlikely for Tradedesk or any other DSP to start a supply-side
platform to compete with Magnite.

2. Solid market share: According to Pixalate, Magnite holds a commanding position in
the Amazon Fire TV SSP landscape, with a 33% market share in Q1 2024 based on open
programmatic transactions.

3. High switching cost?

I think what we have built is quite defensible. It's created the moat, and it wouldn't
be just easy for them to roll out of bed and build the same software and the switching
costs are immense once you get a client up and going.

Technically speaking, a customer can switch from Magnite to a competitor. But it is not
easy. Magnite’s network of publishers and advertisers, specialized tools and features,
and its dominance in CTV create a competitive advantage that makes it difficult for
publishers to make a switch without significant trade-offs.

- Network effects come into play as the platform grows: the more advertisers and
publishers Magnite attracts, the more efficient the system becomes for all parties
involved. Given the fact that Magnite is the #1 player (with 33% market share),
moving to a smaller or newer SSP would mean losing out on the scale and
premium access that Magnite provides.

- Moving to a competitor would not only involve logistical challenges but also a
potential loss of customization that has been built over time with Magnite.

- Switching SSPs is not as simple as flipping a switch. It involves re-integration,
which requires both time and resources. Publishers have to rebuild tech stacks,
potentially lose data continuity, and risk temporary revenue drops during the
transition.

4. The CEOQ’s pitch is interesting
In a recent conference call, the CEO gave an excellent pitch.

The adoption of new media, such as the Internet, historically took some time to capture
its fair share of advertising revenue. This process took 5 to 7 years as advertisers
remained loyal to traditional media like newspapers. Similarly, many advertisers
continue to prefer broadcast TV, viewing it as a familiar and effective medium for selling
products like Tide. Even though consumer behavior shifts toward streaming services,



the transition of advertising dollars to these platforms is slow. Despite a significant
audience engaging in streaming, only a small fraction of advertising budgets has moved
from traditional television, illustrating the industry’s lag in adapting to changing
consumer habits.

The CEO argues that as the advertisers realize the importance of streaming services, the
industry size and the company’s revenue would increase.

5. Winning Netflix
In May 2024, Netflix selected Magnite as a key partner for its global programmatic
advertising business.

In November 2022, Netflix launched ad-supported plan. As per May 2024 press release,
Netflix has 40 million global monthly active users for this ad-supported plan, up from 5
million a year ago. In fact, over 40% of all signups in the ads countries now come from

the ads plan. https://about.netflix.com/en/news/netflix-upfront-2024-the-year-of-growth-and-momentum

Winning Netflix solidifies Magnite's position as a market leader in the growing CTV ad
tech space.

when you see something like a Netflix who had the opportunity 2 years ago to pick a
programmatic partner and then hire a bunch of ad salespeople that have experience go
through that process and say, you know what, I don't think we have the right partner, let's
pick the right partner this time and pick Magnite, [ think it's a validation for us and the
whole industry that says that is a leader.

6. Recent solid financials

In early 2020, Telaria merged with Rubicon Project to create a comprehensive
advertising platform, officially rebranding as Magnite in June 2020. To further enhance
its CTV capabilities, Magnite acquired SpotX, a prominent video advertising platform, in
2021 for $1.2 billion. This acquisition positioned Magnite as a key player in the CTV
advertising ecosystem, enabling it to offer robust solutions for publishers and
advertisers alike.

LTM
FY FY FY FY | June
$, mm A0 2 A0 b B VB GOV b A A s C R A VAR 2021 | 2022 | 2023 | 2024

Netsales | 125 | 248 | 278 | 156 | 125 | 156 | 222 | 468 | 577 | 620 649

Operating
income -19 -6 -25 | -160 | -64 | -28 | -54 | -81 | -113 | -155 13

NetIncome | -1 0.4 -18 | -155 | -62 | -25 | -53 | 0.06 | -130 | -159 -5

FCF

$, FY FY FY FY FY FY FY FY (LTM June
1000 A V) 2 A R s CA 1 AR b R R VAU 2021 | 2022 | 2023 | 2024

FCF | -13 49 28 -18 -43 13 -34 98 148 176 158




https://choice-equities.com /wp-content/uploads/2024/07/2024-Q2-CEF-Investor-

Letter.pdf
file:///E:/Weekly%20update /Sep%202024 /Position Paper --

Pounding the Table on Silicon Motion.pdf




United Parks & Resorts (PRK): Recent changes

RESEARCH
1. BASICS
e Over its 60-year history, the company has developed a portfolio of 13 diverse theme
parks in key U.S. markets and the UAE. SeaWorld is widely recognized as the leading
marine-life theme park brand in the world.
e The company’s theme parks are grouped in key locations near large population
centers and/or tourism destinations across the United States
e The company’s parks are ranked among the most highly attended in the industry,
including three of the top 20 theme parks and four of the top 10 water parks in North
America, as measured by attendance.
e In February 2024, the Company changed its corporate name from SeaWorld
Entertainment to United Parks & Resorts Inc.
Asset-rich & source of moat
e The company owns 2,000 acres of owned land. Except the San Diego (190 acres)
property, the company owns the land of the remaining parks.
e Excess real estate: The company has 400 acres of land available for future
development.
¢ Sign of moat: The company claims that the limited supply of real estate suitable for
theme park development in the United States coupled with high initial capital
investment, long development lead-times and zoning and other land use restrictions
constrain the number of large theme parks that can be constructed.
Revenue model: The company generates revenue primarily from selling admission to
theme parks and from purchases of food, merchandise and other items, primarily within

the theme parks.

I1. Hill Path Capital’s involvement
o Hill Path initiated stake in Q4 20216.
o In November 2017, the company entered into a cooperation agreement with Hill Path
and added Scott . Ross, founder of Hill Path Capital to the board. He is still serving
the board.

III. RECENT SIGNIFICANT CHANGES
Management changes
¢ CEO: In May 2021, the company promoted the CFO to CEO. He served as Interim Chief
Executive Officer since April 2020.
¢ CFO: Oct 2024
e Interim Chief Human Resources Officer: April 2024
e Chief Accounting Officer: January 2023
e Chief Commercial Officer: January 2022
New theme parks
The company opened Seasame theme park in March 2022 and a SeaWorld theme park
in Abu Dhabi in May 2023.

e Sesame Place - First new theme park since 2013: In October 2019, the company
decided to convert Aquatica San Diego into a second Sesame Place theme park.



Construction began in late 2019 but was delayed by the pandemic, and the park
finally opened in March 2022, marking the company’s first new park since 2013.

e SeaWorld Abu Dhabi - the first new SeaWorld Park in 34 year: In 2016, the company
initiated its plan to develop marine life themed park on Yas Island in Abu Dhabi. In
May 2023, the company opened the theme park. It is the first SeaWorld branded park
outside of the United States.

Potential new projects?

As per the recent CC (Q2 2024), the CEO mentioned that the company is having
discussions on several new international projects and expects to have more news to
share in the coming quarters.

Mobile app

eIn 2021, the company completed the rollout of its mobile app across its parks. These
mobile apps feature interactive maps, ride wait times and e-commerce capabilities
that allow for in-park purchases. As per the recent CC, the app has now been
downloaded more than 10.7 million times, up from 9.4 million at the end of Q1.

e As per the recent CC (Q2 2024), total revenue generated on the app continues to
grow and the company experiences approximate 32% increase in average
transaction value for food and beverage purchases made through the app compared
to point-of-sale orders.

e Note: As per Q1 2024 CC, Mobile ordering was operating at approximately 88% of the
target restaurants.

Hotel plan

e The company owns 400 acres of underutilized land next to its parks. The company
plans to build hotels to integrate with parks, capture guest revenue, extend stays &
enhance vacation packages.

e The company plans to open two hotels, one of which will be in Orlando, the largest
tourist destination in the US.

oIn Q4 2022, the CEO stated that the first hotel would open by 2025 and the second by
2026.By Q2 2023, the timeline shifted to 2026 for the first hotel, with no further
updates from executives since.

e Currently, the company is evaluating options for building and managing the hotels
and is in discussions with various development, management, and brand partners,
considering different structures, including partnerships or licensing.

e In recent calls, the CEO repeatedly stated that the company hasn't committed capital
for hotel construction and will only proceed with 20%+ ROI confidence.

e Note: In Q1 2024, a Stifel analyst asked the CEO about the delay in providing more
details on the projects. The CEO replied that management is taking the necessary time
to ensure they get the right structure and achieve the ROI targets.

Others

e Cost cutting: As per Q4 2023 CC, the company has identified approximately $85
million of cost efficiency and reduction initiatives and expect $50 million of realized
cost savings in 2024 with the remaining cost savings being achieved in 2025. As per
the recent CC (Q2 2024), the company continues to progress with its cost and
efficiency-related work and expects approximately $50 million of realized savings in
2024.

e Debt repricing: (a) In January 2024, the company repriced its term loan and reduced
interest rate by 50 basis points or approx. $5 million per year. (b) In May 2024, the
company paid off a high-cost senior secured notes raised in 2020 with an add-on to
its term loan, which is expected to save at least $2 million of interest per year.




31% of o/s shares repurchased since Feb 2019
e Since 2018, the company has repurchased stock worth $1.4 billion.

e The number of o/s shares decreased by 31%, from 84.13 million shares in Feb 2019
to 57.95 million shares in August 2024.

Year Stock repurchase ($, mm)
2018 98

2019 150

2020 12.4

2021 216

2022 694

2023 18

6M ended June 2024 229

Total $1.4 billion

Additional notes
e While talking about the mobile app and CRM implementation, the CEO said (Q4 2021
CC) that they are behind the competitors in some of these areas. The CEO is candid
about the company's challenges.
e Valuation thoughts
The public market is valuing our company at 7 times forward EBITDA and 9.4
times forward unlevered free cash flow and at around a mid-teens levered free
cash flow yield. We operate in an industry that historically was valued at over 11
times EBITDA, and we strongly believe deserves to trade at a much higher
multiple than 7 times EBITDA - Q4 2023 CC

Suggested further readings:

https://www.valueinvestorsclub.com/idea/UNITED PARKS andamp%3B RESORTS IN
C/3236234377#description

Whitney Tilson’s notes: https://stansberryresearch.com/articles/digging-deeper-into-
united-parks-resorts

Voss Capital:
https://staticl.squarespace.com/static/601ae5e60b044d0313307aca/t/66ccb6705f61
9e2ed3c7b7a1/1724692081229/2024+Q2 Voss+Value+Funds+Letter+to+Partners.pdf




Flexsteel Industries (FLXS): Solid FCF/EV yield;
Recent significant changes; Solid growth among
industry headwind; Repurchased 32% of o/s
shares

The company is a leading U.S. manufacturer, importer, and marketer of residential
furniture, offering products like sofas, chairs, tables, beds, storage units, and outdoor
furniture.

Key financials

LTM
FY FY FY FY FY FY FY FY FY FY FY Sep

$, mm 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2024

Netsales | 439 | 467 | 500 | 469 | 489 | 444 | 367 | 479 | 544 | 394 | 413 | 422
Gross

profit 100 | 110 | 114 | 109 | 98 70 53 97 73 71 87 91
Operating

income 22 34 38 37 25 | 43 | -34 | 31 7 11 17 21
Net

Income 15 22 24 24 18 | -33 | -27 | 23 2 15 11 14

LTM

FY FY FY FY FY FY FY FY FY FY FY Sep
mm 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2024

FCF | 12 -34 47 13 -2 -14 14 -36 4 18 27 32

Why are we flagging this when the stock price is trading at an all-time high?
i) Valuation

M.Cap: $296M
Debt: $3.6M
Cash: $5.7M
EV: $294M

FCF for the LTM Sep 2024 is $32 million
FCF/EV: 11%

ii) Recent significant changes

Changes under the former CEO’s tenure

During the former CEQ’s tenure (Mr. Dittmer, 2019 to mid-2024), the company
underwent a massive overhaul.

1. Organic revenue growth amid competitors' bankruptcies and declines



Amid industry headwinds, with bankruptcies and significant year-over-year sales and
profit declines across many competitors, the company has achieved consistent sales
growth in the last four quarters.

¢ QE Sep 2024:9.9%

¢ QE March 2024: 8.2%

¢ QE June 2024: 4.7%

¢ QE December 2023: 7.5%

2. Increasing gross margin
After a series of poor performances, the company’s gross margin has increased for eight
consecutive quarters.

¢ QE Sep 2024:21.5% VS 19.5% in Sep 2023

¢ QE June 2024: 19.5% VS 9.9% in June 2023

¢ QE Mar 2024: 21.7% VS 18.8% in Mar 2023

¢ QE Dec 2023: 17% VS 6.7% in Dec 2022

¢ QE Sep 2023:19.5% VS 16% in Sep 2022

¢ QE June 2023:19.9% VS 14% in June 2022

¢ QE Mar 2023: 18.8% VS 15.7% in Mar 2022

¢ QE Dec 2022: 17% VS 6.7% in Dec 2021

3. Improvement in operating margin

In the recent quarter ended September 2024, operating margin improved significantly
to 5.8%, up from 2% in the prior year quarter, representing the fifth consecutive
quarter of year-over-year adjusted operating margin improvement.

4. Cost cutting: 50% of product rationalization

e The company exited the RV, hospitality, commercial office, healthcare product lines,
and various other non-core product lines where it lacked a clear competitive
advantage and took aggressive steps to refocus its energies on the Home Furnishings
business, where it can earn an attractive ROI.

¢ He took bold steps to rationalize almost 50% of the product line, which greatly
simplified its operations and key business processes.

e He took large structural cost out of the business to become more financially agile.

4. Investment in new product development; Record new product introductions
eIn 2019, the former CEO announced his plan to give importance in new product
development. He invested in market research to segment furniture consumers by
preferences.

o In the Q3 2024 (April 2024) earnings call, the former CEO stated that the company
showcased its largest lineup of new products during his four-year tenure at Flexsteel,
with 36 new groups and 16 line extensions. This lineup reflected nearly a 40%
increase in new product introductions compared to recent market trends.

e Record new product introduction: At the 2024 High Point furniture trade show, the
company is showcasing 27 new product groups, 10 line extensions, and 237 unique
SKUs. This effort aims to drive a record year for new product activations following a
strong launch at the April market.

e The new products not only boosted revenue but also enhanced profitability, driven
by their higher margin profiles.

e Note: In the earnings calls for FY 2020 and FY 2021, there was no mention of new
product launches. This makes the recent launch of multiple new products a major shift,
signaling a significant turnaround in the company’s new product strategy.




o Tip: The company attends four major shows annually—two in Las Vegas and two in
High Point. Attending these trade shows could provide valuable insights.
5.Random
e The company expanded its retail and e-commerce presence by partnering with big-
box retailers and platforms like Overstock, Walmart.com, and Symantec.
¢ [t made efforts to modernize core systems and business processes, enhanced its
supply chain, and strengthened digital and e-commerce capabilities.
6. Significant reduction in debt
¢ The company has reduced its debt by 91% within 2 years and six months.
e As per the recent CC, the company expects to be debt free by the end of the next
quarter.
€3 FY FY FY QESep
mm) 2022 2023 2024 2024

Debt 37.7 28.3 4.8 3.6

7. Repurchased 32% of o/s shares
e Between August 2020 and October 2024, the company’s outstanding shares
decreased from 7.69 million to 5.2 million.

Others

Dividend history: The company has paid cash dividends each year since 1938.



Brainsway (BWA): Recently profitable
and generates positive FCF

1. BASICS
Non-invasive neurostimulation treatments for mental health disorders

e The company’s proprietary Deep Transcranial Magnetic Stimulation (Deep TMS™) is
a clinically proven, noninvasive in-office treatment using magnetic fields to stimulate
brain networks, improving symptoms of mental health and addiction conditions like
depression, OCD, and smoking addiction.

e The company uses proprietary electromagnetic coils, known as H-Coils, designed to
safely stimulate deep and broad brain regions, providing an advantage over
traditional TMS.

e Deep TMS treatment is typically an office-based procedure using the Deep TMS
system, which includes the proprietary H-Coil helmet, a stimulator, cooling system,

positioning arm, and operator interiace.

Treatment ting
e MDD Treatment:

- 20 sessions, 5 times per week over 4 weeks.
- Up to 24 maintenance sessions, twice weekly for up to 12 weeks.
- Session length: 20 minutes.
¢ OCD Treatment:
- 29 sessions over 6 weeks.
- Session length: 19 minutes.
e Smoking Addiction Treatment:
- 18 sessions: 5 times per week for 3 weeks, then once per week for 3 additional
weeks.
- Session length: 18 minutes.
o US: The United States is the company’s primary market, accounting for about 75% of
revenues in both 2023 and 2022.
oFDA marketing authorizations of Deep TMS for MDD (including anxious
depression), OCD, and smoking addiction
- The company’s H1 Coil Deep TMS received FDA clearance in 2013 for MDD in
adults unresponsive to antidepressants.
-In 2018, it became the first FDA-cleared non-invasive OCD treatment for adults.



- In 2020, it gained FDA clearance for smoking addiction as a short-term cessation

aid.

- In 2021, FDA clearance was expanded to include anxiety symptoms in MDD

(anxious depression).
e Insurance coverage

- The company estimates over 90% of privately insured U.S. adults and Medicare
cover Deep TMS for MDD, including anxious depression, often after one to four
failed antidepressant trials, with a trend toward fewer required failures.

- In 2021, payors began covering Deep TMS for OCD, with over 90 million U.S. lives
covered as of March 2023.

- Reimbursement is not yet available for Deep TMS for smoking addiction.

e Growing installed base:

- As of June 30, 2024, BrainsWay had an installed base of 1,215 Deep TMS systems.

- 80% domestic (US) and 20% international.

systems installed

6M June
2018 | 2019 | 2020 | 2021 | 2022 | 2023 2024
Installed base 383 530 629 754 884 1101 1215
Growth 38% 19% 20% 17% 25% 10%
Incremental number of 147 99 125 130 217

II. WHY ARE WE FLAGGING THIS?
1. Recently turned profitable and generates positive FCF
e The company has incurred net losses since its inception. In the last four quarters, the
company is showing significant

e Four consecutive quarter of positive Adj. EBITDA

Previous Period Current Period EBITDA
Period Comparison EBITDA (in millions) (in millions)
Q22024 vs Q2 2023 -0.6 1.2
Q12024 vs Q1 2023 -2.9 0.7
Q4 2023 vs Q4 2022 -3.6 0.8
Q32023 vs Q3 2022 -4.1 0.3
Q22023 vs Q2 2022 -1.2 -0.6
e Four consecutive quarter of free cash flow

3M Sep 3M Dec 3M Mar 3M June
($, mm) 2023 2023 2024 2024
FCF 0.84 2.03 2.45 0.50

e Three consecutive quarter of positive net income

Period Comparison

Previous Period Net
Income (in millions)

Current Period Net
Income (in millions)

Q22024 vs Q22023 -1.7 0.6
Q12024 vs Q1 2023 -2.4 0.1
Q4 2023 vs Q4 2022 -39 0.1

2. Raised $20M in equity from Valor Equity, a fund that backed Elon Musk's

SpaceX and Tesla




¢ On Sept. 30, 2024, the company entered into a securities purchase agreement with an
affiliate of Valor Equity Partners for a private investment financing (the "PIPE")
expected to result in gross proceeds of approximately US$20 million.

e Led by Antonio Gracias, Valor is best known for its investments in Elon Musk's
companies: Tesla, SpaceX, and The Boring Company.

e Interesting articles about Valor:

- https: //www.forbes.com/sites/phoebeliu/2024/03 /22 /how-elon-musks-buddy-
rode-tesla- shares to- become -a- bllllonalre/

most- hardcore of-elon- musks -loyalists
3. Recently raised guidance

¢ The company raised the lower end of the full-year 2024 revenue guidance to a range
of $38.5 million to $40 million, thus representing growth of 21% to 25% over full-
year 2023 revenue.
4. Multiple potential upside
o TMS is an emerging treatment option for patients. As a result, physician and patient
awareness of TMS therapy as a treatment option for applicable brain disorders, and
experience with TMS therapies, is limited. Because the market for TMS therapy is still
developing and contains a limited number of market participants, the potential to
grow is higher.
e The company recently announced FDA approval expanding Deep TMS treatment for
major depressive disorder to patients aged 22-86, up from the previous limit of 68.
e Expansion to Canada: In June 2024, the company signed a multi-year deal with a
strong Canadian specialty distributor, leveraging its 35,000+ professionals for
market entry with an initial order of 11 Deep TMS systems and increasing quotas.
5. Valuation
M.Cap: $164M
Debt: Nil
Cash: $48M
EV: $116M

LTM ended June 2024 FCF: $5.8M
FCF/EV: 5%



Inseego (INSG): Restructuring debt, debt
repayment, recent divestment &
significant changes

1. BASICS
¢ Mobile wireless product portfolio consists of intelligent mobile broadband solutions,
HD quality VoLTE products, 4G mobile solutions and an advanced 5G portfolio of
mobile products. The mobile broadband solutions, sold under the MiFi brand, are

actively used by millions of end users annually.
($, mm) FY 2022 | FY2023 LTM June 2024 |
Revenue 144 80 79

e Fixed wireless access solutions: The company offers fixed wireless access solutions,
including indoor, outdoor, and industrial broadband under the Wavemaker and
Skyus brands. These solutions are sold through wireless operators like T-Mobile, U.S.
Cellular, Verizon Wireless, and various distribution partners.

($, mm) FY2022  FY2023 LTM June 2024

Revenue 44 55 51

e Services: The company’s services primarily include telematics subscriptions for fleet,
aviation ground vehicles, asset tracking, and other applications. It also offers Inseego
Subscribe SaaS for managing wireless asset deployment and spend, along with non-
recurring engineering services for customers.

FY LTM June

2023 2024

II. WHY ARE WE FLAGGING THIS?

The company’s stock plummeted to a $25M market cap in early 2024, driven by heavy
debt, declining revenue, significant losses, negative free cash flow, potential delisting
and reverse stock split.

Philip Brace was appointed to the Inseego Board of Directors in September 2023 and
assumed the role of Executive Chairman in February 2024.

Significant changes after the appointment Mr. Brace

Massive restructuring of debt

o In April 2024, the company voluntarily paid off and terminated the relatively
restrictive and expensive ABL credit facility.

e Between June to August 2024, the company engaged with all of the top 10 holders of
the convertible notes and have either purchased or entered into binding agreements
to exchange the remaining bonds for long-term debt and or equity that covers $142
million or 88% of the $162 million in face value of the bonds.



¢ The company raised a short-term loan of $16.5M on June 28th to repurchase a large
convertible bondholder at a discount. The $32M bond purchase on July 1st will
reflect the debt reduction in the Q3 2024 balance sheet.

Divestment

¢ On September 16, 2024, the company entered into a definitive agreement to sell its
fleet management and telematics business in an all-cash transaction for $52 million.
The sale proceeds are expected to repay the debt.

Solid financial performance

¢ In the three months ended June 2024, the company operating income improved to
$2.3 million compared to $(3.3) million in QE June 2023.

¢ Solid free cash flow: In the six months ended June 2024, the company generated
$33.3 million of free cash flow.

Management changes

©(Q2 2024: Announced appointments of David Markland as Chief Product Officer; Dean
Antonilli as SVP Sales, Service Providers; and Sal Aroon as Vice President and Head of
Operations.

GAIA Inc. (GAIA): Recent significant changes

1. BASICS

GAIA Inc. is known for its streaming platform focused on wellness, yoga, and alternative
health content. They offer a range of videos, documentaries, and classes aimed at
promoting holistic living and personal growth.

LTM

FY FY FY FY FY FY FY FY FY June

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Net sales 8 11 15 26 42 54 67 80 82 80 85
.Operating

income -11 -9 -17 -25 -36 -17 -5 2 0 -5 -5

Net Income | -10 -12 87 -23 -34 -18 1 4 -4 -6 -6

FCF
$, FY FY FY FY FY FY FY FY FY FY LTM June

mm 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

FCF 5 1 -22 -34 -40 -21 -2 -3 -8 1 -7

II. RECENT SIGNIFICANT CHANGES
1. Management changes
eDec2023: CEO
eJune 2023: CFO
e June 2023: President (joined in mid-2020)
2. Profitability improvement
e In 2023, the company initiated cost reduction efforts.

e Annualized gross profit per employee



-Q22024:N/A

- Q1 2024: $680K

- Q4 2023: $660K

-Q32023: $650K

-Q22023: $610K

- Q1 2023: $600K - This quarter marks the return to pre-COVID levels of operating

efficiency
3. Improvement in FCF

e For the recent 6M ended June 2024, operating cash flows finished at $3.9 million,

representing a $2.6 million improvement from the first six months of 2023.
4. Increase in members

e Member count increased to 850,000 as of June 30, 2024, up from 774,500 or 10%
from June 30, 2023.

5. Decrease in customer acquisition costs

eIn Q4 2023, the company mentioned that its customer acquisition costs on the
average for that quarter was at one of the lowest levels since the beginning of Q1 of
2021.

6. Price hike for ALL the members

e Recently, the company raised prices for new members starting July 2024.
Traditionally, existing members were grandfathered under old pricing, but a test for
price increases in British pounds is underway. If successful, the company will apply
the increase to all members from Q4, marking its first such move in the company’s
history.

7. Launch of Gaia Marketplace

e After being in Beta, in Aug 2024, the company officially launched Gaia Marketplace,
where members can shop exclusive retreats and experiences, live events and meet-
ups, courses and training programs plus hand curated products at member-only
discounts.

eIn Q3 2023, the company rolled out the marketplace to less than 5% of its members
and generated over $100K in sales within the first 20 days with zero paid marketing
costs.

e The company incurs no separate marketing expenses, focusing solely on members
through email and the website. This should increase ARPU and breakeven soon,
though it contributed to some of the losses in the third quarter due to staffing
without corresponding revenue yet.

III. Trading below the value of content library
¢ The company owns over 85% of its content library.
¢ The company spends roughly 11.5% of revenue on content production.
e How the company is different from other streamers?

- The company produces content differently from most streamers. Other streamers
usually hire independent producers, and those producers hire spot labor. As a
result, the content booked on their balance sheets costs more than twice as much
as it does for the company.

- When the company produces content for PBS or Discovery, it costs about half of
what the budget would be because the company primarily uses full-time
employees at its studios in Colorado.

- The content on the company's balance sheet is significantly more cost-efficient
compared to other streamers. The company's gross profit contribution could be 2x



to 3x higher than that of other streamers because the company’s production costs
and balance sheet entries are much lower. This cost efficiency is a significant
competitive advantage for the company.
e As per the recent CC, the company has valued its media libarary to worth at least
$150 million - the company did a \formal revaluation here in the mid-2024.

Additional notes
e Restatement: In 2023, with the new CFO, the company decided to restate the
consolidated financial statements for 2022 and the first three quarters of 2023,
making some presentation changes to be in line with the industry. None of these
changes or the restatement impacted the revenue or free cash flow.
e Track record of the CEO

- Jirka Rysavy, Chairman: In 1986, Mr. Rysavy founded Corporate Express, Inc., which,
under his leadership as Chairman and Chief Executive Officer, grew to become a Fortune
500 company with $4.7 billion of revenue. Mr. Rysavy also founded and served as
Chairman and Chief Executive Officer of Crystal Market, a health foods concept, which
was sold in 1987 to become the concept and first Wild Oats Markets store.

- CEO: Mr. Colquhoun is the founder and Chief Executive Officer of Food Matters, a digital
media and production company he founded in 2008. He also founded and was Chief
Executive Officer of Food Matters TV (FMTV), a health and wellness subscription video
on demand company, until its acquisition by Gaia in June 2019.

BlackSKky Technology (BKSY): Recent
changes in financial performance

1. BASICS
What it does?

Founded in 2014, BlackSky is a space-based intelligence company that provides real-
time satellite images and insights about what’s happening around the world. Their
satellites focus on monitoring important locations, events, and assets, helping
governments and businesses stay updated with fast and accurate information.The
company provides subscription-based access to its imagery and analytics services,
enabling government agencies worldwide to rapidly respond to critical events.

Unlike older satellites that orbit from the North Pole to the South Pole and take images
at fixed times, BlackSky’s smaller, more efficient satellites follow a unique path. They
frequently fly over key places, capturing images throughout the day. This means
BlackSky can quickly spot changes, detect events, and offer timely updates, whether it’s
tracking natural disasters, monitoring critical infrastructure, or assessing economic
activities.

By combining artificial intelligence (Al) with satellite data, BlackSky helps users make
smarter and faster decisions, providing insights to those who need to stay ahead of fast-
changing situations around the world.



FY

FY

FY

FY LTM June

6M June 6M June

$, mm 2020 2021 2022 2023 2024 2023 2024
(a) Imagery & software

analytical services 19 15 47 65 69 31 35
(b) Professional &

engineering services 2 19 18 29 36 14
Total revenues (a) + (b) 21 34 65 94 105 38 49
Operating income -41 -120 -87 -56 -44 -37 -25
Net Income -20 -246 -74 -54 -28 -51 -25

1. Recent financial improvements

i) Adjusted EBITDA

e The company delivered 3rd consecutive quarter of positive Adjusted EBITDA.
e The year-over-year improvement is primarily driven by increased revenues,
improved margin performance and cost savings and efficiencies in cash operating

expenses.

Adj.
EBITDA (§$,

Quarter mm)
Q2 2024 2.1
Q12024 1.4
Q4 2023 9.3
Q32023 -0.4
Q22023 -5.8
Q12023 -4.1
Q4 2022 -4.6
Q32022 -6.6
Q22022 -8.8
Q12022 -9.5
Q4 2021 -14.4
Q32021 -16.3

ii) Significant reduction in cash burn

FY FY

FY

FY LTM June

2020 2021 2022 2023 2024

6M June
2023

6M June
2024

Cash flows from

operating activities -32 -54 -44 -17 -7 -16 -6
Capex -0.2 -1 -12 -15 -14 -8 -7
FCF -32.2 | -55 -56 -32 -21 -24 -13

2. Upcoming launch of Gen-3 satellites:
e The company’s Gen-3 satellites are currently in the final stages of assembly,
integration, and testing, moving steadily toward readiness for launch.
e The Gen-3 satellites will enhance the company’s existing hourly monitoring
constellation by introducing very high-resolution, 35-centimeter imagery. The
improved resolution, coupled with high-frequency imaging and automated analytics,
will unlock new timely insights that are unattainable with traditional mapping




satellites. This advanced capability will provide customers with a first-to-act
advantage in critical decision-making scenarios.
e The Gen-3 constellation marks the company’s next phase of growth.
3. Solid 2024 guidance
e Revenue between $102 million to $118 million
e Adjusted EBITDA of between $8 million to $16 million &
e Capital expenditures of between $55 million and $65 million.

Further research

The company isn’t selling diapers—it operates a complex business that requires
thorough research to build conviction about its potential, competitive advantages, and
future prospects.

Hypothesis

e According to the 2022 conference call, each satellite costs approximately $10 million.
Therefore, with $100 million, someone could theoretically buy 10 satellites and
compete with the company. But is it really that simple?

e Well, building and launching a satellite constellation takes time, even for well-funded
competitors. Creating a system that can provide frequent revisits and coordinate
multiple satellites in orbit is not easy. Managing a large fleet of satellites is
operationally complex. Competitors need expertise in satellite tasking, orbit
management, and data integration, which takes years to develop.

¢ Launching satellites involves regulatory approvals and international agreements.
New competitors may face delays due to regulatory challenges.

e The more satellites and data BlackSky collects, the more it can improve its analytics
and insights. This feedback loop creates a network effect that strengthens its
competitive moat, making it harder for competitors to catch up.

e The value of satellite imagery lies in actionable insights, not just raw data. BlackSky’s
competitive edge includes Al-powered analytics and real-time data processing. A
competitor would need significant investment in software and machine learning
capabilities to deliver similar value.

e Overall - a new entrant need to overcome technological, operational, regulatory, and
market-related challenges to replicate BlackSky’s business. Even with funding,
matching the speed, agility, and efficiency that BlackSky has achieved will take time.
Additionally, BlackSky’s first-mover advantage and established customer
relationships provide a lasting competitive edge.

How does the company differ from traditional competitors?
The company differentiates itself through real-time monitoring and Al-powered
analytics, offering actionable insights faster than many traditional providers.

The above hypothesis needs to be cross-verified.

Competitors
Major competitors? Maxar and Planet. Why? In 2022, The National Reconnaissance
Office (NRO) on Wednesday announced contracts worth billions of dollars over the next
decade to a trio of satellite-imagery companies: Maxar, Planet and BlackSky.
e Planet Labs - Known for operating one of the largest satellite constellations focused
on Earth observation, providing frequent updates and insights into environmental
and commercial changes.



¢ ICEYE - Specializes in radar-based satellite imaging, which can capture data even
during cloudy conditions or at night, providing valuable insights in difficult weather
conditions.

e Maxar Technologies (formerly DigitalGlobe) - A well-established player offering
high-resolution imagery and advanced geospatial analytics, primarily catering to
governments and commercial clients.

e Satellogic - Provides affordable, high-resolution imagery by leveraging small
satellites, targeting agriculture, energy, and infrastructure sectors.

e EarthDaily Analytics - Focuses on data services, satellite processing, and machine
learning to generate insights from satellite imagery.

e LatConnect 60 - Offers hyperspectral imagery and geospatial analytics, targeting
specialized needs in sectors like agriculture and defense



Notable compensation agreement

Piedmont Office Realty Trust (PDM) | M.Cap: $1.3B

The Company adopted an Executive Severance Plan effective September 30, 2024, covering its
executive officers, including the CEO and certain vice presidents. Under the plan, executives
terminated without cause or resigning for good reason receive severance packages, including a
cash payout based on a multiplier of their salary and bonus, pro-rated bonus, medical coverage
payment, and equity vesting. The plan also provides enhanced severance for terminations
related to a Change in Control, with multipliers of up to 3x for the CEO and accelerated vesting
of equity awards.

https://www.sec.gov/Archives/edgar/data/1042776/000119312524229074/d863603d8k.ht
m

Chegg (CHGG) | M.Cap: $170M

On October 17, 2024, Chegg, Inc. approved a new Severance Plan for key executives, replacing
prior severance arrangements. This plan provides severance benefits, including salary and
bonus payouts, COBRA coverage, and accelerated equity vesting, in the event of a termination
without cause or resignation for good reason. For the CEO, benefits are provided irrespective of
the date if the termination is related to a Change in Control, while enhanced terms are available
for other executives if the termination occurs on or before October 17, 2026.

https://www.sec.gov/ix?doc=/Archives/edgar/data/1364954/000136495424000080/chgg-
20241017.htm
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OVERVIEW

Focus Area? This report primarily covers U.S. stocks with a market cap between $50 million
and $5 billion. However, in the case of shareholder activism, market cap is not a limitation.
All activism events are included, regardless of company size.

Who This Report Is For? This report is tailored for investors looking to generate new research
ideas rather than those seeking immediate, actionable trades. It provides a wide-ranging
overview of companies across multiple sectors, highlighting potential opportunities that
merit further exploration.

The Special Situation Monitor offers a broad compilation of companies across various categories, designed to help
identify interesting situations

There are two distinct focuses of the report.

I. Weekly Event Updates



This section highlights significant corporate actions, such as divestments, shareholder activism, strategic initiatives,
CEO changes, CEO-CFO changes, and other events that may impact a company's valuation. These updates are tied to
recent news and market events.

This section also includes flagging interesting information from 13F filings.
II. Database project

This section is not tied to any specific event or timeline.

a) Segment project

This project focuses on building a database of companies that operate across multiple segments. In The Manual of
Ideas, John Mihaljevic highlights the "sum of the parts" approach to investing.

The most challenging aspect of this strategy is the initial step: identifying companies with multiple segments and
recognizing the potential for value creation. Our project addresses this challenge by identifying and compiling basic
information about such companies. In our index section, we flag standout firms with concise notes, helping investors
quickly spot opportunities.

This is an ongoing initiative with weekly updates, designed to build a comprehensive database of multi-segment
companies. For value investors, this offers a resource to uncover potential hidden gems. Activist investors may find
opportunities to unlock value by pushing for divestitures or spin-offs of underappreciated segments.

b) Activist Profile and Stake
This project is a compilation of activist funds and their active holdings compiled from SC 13D and 13F filings.

A final note



We don’t have rigid screening criteria and remain fully flexible. If there’s any data that can be systematically tracked
or updated weekly, we're open to considering it. If you have any suggestions, feel free to reach out at
raghu@snowballresearch.com. Our approach is adaptable to accommodate evolving needs.

Ideas are scattered like gold dust; it's in the filtering that we discover their true worth
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This week's highlights

Divestment

Strategic Initiatives & Actions

o0 On October 25, 2024, Piper Sandler completed the acquisition of Aviditi Advisors, a strategic update that added 41 professionals
Fund Letters

o Madison Small Cap Fund - Workiva Inc (WK)

o Madison Mid Cap Fund - Asbury Automotive Group, Inc. (ABG)

o Baron Health Care Fund - Irhythm Technologies Inc (IRTC), Radnet Inc (RDNT)

o Palm Harbour Capital - Everi Holdings Inc (EVRI), Methanex Corp (MEOH)

o The Optimist Fund - First Advantage Corp (FA), Latham Group Inc (SWIM), Revolve Group Inc (RVLV)
o East 72 Dynasty Trust - FRP Holdings Inc (FRPH)

o Tourlite Capital Management - Sable Offshore Corp (SOC), Arbutus Biopharma Corp (ABUS)

o Baron Opportunity Fund - indie Semiconductor Inc (INDI)

o Praetorian Capital - A-Mark Precious Metals Inc (AMRK), St Joe Co (JOE), Sprott Inc (SII)

o Artisan Mid Cap Fund - Irhythm Technologies Inc (IRTC)

o TimesSquare Global Small Cap Strategy - JFrog Ltd (FROG), Synaptics Inc (SYNA), Topgolf Callaway Brands Corp (MODG), Pason Systems Inc.
(PSYTF), National Storage Affiliates Trust (NSA)



o White Brook Capital Partners - Green Plains Inc (GPRE), Green Plains Inc (GPRE)

o Third Avenue Small Cap Value Fund - SandRidge Energy Inc (SD), PBF Energy Inc (PBF)

o Longleaf Partners Small-Cap Fund - Oscar Health Inc (OSCR), Anywhere Real Estate Inc. (HOUS), Westrock Coffee Co (WEST)

o Curreen Capital Partners - Advance Auto Parts, Inc. (AAP), Advantage Solutions Inc (ADV), Enhabit Inc (EHAB), Frontdoor Inc (FTDR)
o Long Cast Advisers - Pro-Dex Inc (PDEX), CoreCard Corp (CCRD)

o Choice Equities Capital - Hain Celestial Group Inc (HAIN), PAR Technology Corp (PAR)

o 1 Main Capital Partners - ParkerVision, Inc. (PRKR)

o Cedar Creek Partners - Citizens Bancshares Corp (CZBS), Propel Media Inc (PROM)

o Deep Sail Capital Partners - Kraken Robotics Inc (KRKNF), TSS Inc (TSSI), Cellebrite DI Ltd (CLBT)

o Rewey Asset Management - Lifeway Foods Inc (LWAY), inTest Corp (INTT)

o Conestoga Capital Advisors - Construction Partners Inc (ROAD), Q2 Holdings Inc (QTWO), Simulations Plus Inc (SLP), PROS Holdings, Inc.
(PRO), Fox Factory Holding Corp (FOXF), Vericel Corp (VCEL), Mama's Creations Inc (MAMA), Vita Coco Company Inc (COCO)

CEO & CFO Changes

o Luna Innovations Inc (LUNA)
o Pacira BioSciences, Inc. (PCRX)
Neo CEO Appointments

o Worthington Enterprises, Inc. - Joseph B. Hayek

o Hills Bancorporation - Lisa Shileny



O

First Interstate Bancsystem Inc - James A. Reuter
Vireo Growth Inc. - Amber Shimpa
Joint Corp - Sanjiv Razdan

Viad Corp - David W. Barry

Shareholder Activism/13d

O

new - Glendon Capital Management Sends Letter to Frontier Communications (FYBR) Opposing Sale to Verizon for $38.50 Per Share
new - Maple Rock Capital Seeks Board Expansion and Leadership Dialogue at Algoma Steel Group Inc (ASTL)

new - Nut Tree and Caspian Oppose Sale of Martin Midstream Partners (MMLP) to MRMC

update - Southwest (LUV) Enters Agreement with Elliott, Expanding Board with 6 New Directors

update - Vector Capital entered a Cooperation Agreement with LivePerson, Inc (LPSN)

update - Starboard Highlights Salesforce's (CRM)Operational Gains and Future Potential

new - Starboard issued an investor presentation Pfizer Inc (PFE)

new - Starboard issued an investor presentation on Kenvue Inc (KVUE)

update - Biglari Capital Corp issued a presentation on Cracker Barrel Old Country Store (CBRL)

update - Murchinson Seeks Governance Reforms at Upcoming AGM of Nano Dimension (NNDM)

update - Joseph Stilwell Backs Generations Bancorp (GBNY) Sale to ESL Federal Credit Union

update - Kirkland's (KIRK) and Beyond, Inc. Form Strategic Partnership to Revitalize Bed Bath & Beyond, Backed by Osmium Partners

update - Dream Chasers Capital Group nominated two directors to Carver Bancorp, Inc (CARV)



Activist Stake

We have gathered activist profiles for 23 funds, with 4 being newly added this week.
o Trian Fund Management
o Corre Partners Management
o Anson Funds Management

o Archon Capital Management

13F
Out of the 223 companies, the eight stocks listed below have plummeted over 10% in the past week
o Constellium SE
o Dmc Global Inc
o Aspen Aerogels Inc
o ModivCare Inc
o New Fortress Energy Inc
o Ameresco Inc
o Rimini Street Inc

o TreeHouse Foods Inc



DIVESTMENT




DIVESTMENT (July 29, 2025 to Oct 25, 2024)

The list includes current divestment announcements, updates on ongoing divestments, and recently completed divestments by
the company.

Current week update
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STRATEGIC INITIATIVES & ACTIONS (July 29-0ctober 25, 2024)

Current week update

STRATEGIC INITIATIVES / STRATEGIC ACTIONS / STRATEGIC INVESTMENT

Company Name (Ticker) Mcap Industry Notes Link
Piper Sandler Companies 4965 Capital Markets On October 25, 2024, Piper Sandler completed the acquisition of Aviditi Advisors, enhancing its Link
(PIPR) private capital advisory services. This strategic update added 41 professionals, including 11

managing directors, and expanded the firm's presence with offices in New York, Dallas, London,

and Munich.
Great Ajax Corp. (AJX) 148 REIT - Mortgage On October 21, 2024, in relation to its strategic transaction with Rithm Capital Corp. (“Rithm”), Link

the Company plans to rebrand as Rithm Property Trust Inc. (“Rithm Property Trust”) and will
change its ticker symbol on the New York Stock Exchange to “RPT.”

DMC Global Inc. (BOOM) 208 Conglomerates On Oct 21, 2024, DMC’s Board halted efforts to sell DynaEnergetics and NobelClad after a Link
strategic review. The Board determined that focusing on internal improvements, stability, and
simplification would better serve stockholders, given recent energy sector volatility and
macroeconomic challenges.

Comtech 110 Communication On October 17, 2024, Comtech announced a strategic shift to become a pure-play satellite and  Link
Telecommunications Corp Equipment space communications company. It is exploring strategic alternatives, including the potential
divestiture of its Terrestrial & Wireless Networks segment, to streamline operations and
enhance profitability.

Zuora, Inc. 1516 Software - On October 17, 2024, Zuora’s Board completed a strategic alternatives review, resulting in an Link
Infrastructure agreement to be acquired by Silver Lake and GIC for $1.7 billion. This move aims to unlock
shareholder value and support long-term growth by transitioning Zuora to private ownership.
The review explored multiple options before reaching the acquisition plan, which is expected to

close in early 2025
Texas Capital Bancshares, 3547 Banks - Regional On Oct 17, 2024, Texas Capital Bancshares reported Q3 2024 results, highlighting progress on ink
Inc. its strategic initiatives. Key actions included acquiring a $332 million loan portfolio and

repositioning $1.2 billion in securities to higher-yielding assets.

VOXX International Corp 170 Consumer Electronics On Oct 16, 2024, the company reiterated that it had announced a strategic review on August 27, Link
2024, aimed at maximizing shareholder value. The review considers options like a potential
sale, divestitures, operational improvements, or other strategic transactions. A strategic



STRATEGIC INITIATIVES / STRATEGIC ACTIONS / STRATEGIC INVESTMENT

Company Name (Ticker) Mcap Industry Notes Link

transactions committee was formed, with Solomon Partners serving as financial advisor and
Bryan Cave Leighton Paisner LLP as legal counsel.

SelectQuote, Inc. 343 Insurance Brokers On Oct 15, 2024, SelectQuote completed a $100 million securitization, using receivables to Link
reduce debt at a lower cost of capital. The deal extends debt maturity to 2027, with a potential
extension to 2028. SelectQuote is also conducting a strategic review to strengthen its balance
sheet and support growth initiatives.

B. Riley Financial, Inc. 179 Financial On Oct 14, 2024, B. Riley Financial has concluded its strategic review of the Great American Link
(RILY) Conglomerates Group and entered a partnership with Oaktree Capital Management. The partnership involves
forming a new entity, Great American NewCo, with Oaktree acquiring a 53% stake. B. Riley will
receive $203 million in cash and retain a 47% equity stake. This deal, valued at $386 million,
aims to reduce B. Riley's debt and foster growth for Great American, leveraging Oaktree's
capital and expertise. The transaction is expected to close in Q4 2024.

Altus Power, Inc. (AMPS) 550 Utilities - Renewable On Oct 15, 2024, Altus Power has announced that its Board of Directors is conducting a formal
review of strategic alternatives aimed at unlocking shareholder value and optimizing access to
capital. The review is driven by the disconnect between the company's intrinsic value and its
share price.

£
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U.S. GoldMining Inc. 129 Other Industrial On Oct 11, 2024, the Company stated that it is conducting a Strategic Review Process aimed at

(USGO) Metals & Mining enhancing value at its prioritized projects. As part of this, the Company has identified additional
work to be done, including studies, economic assessments, and exploration and development
efforts at certain properties. These steps are intended to optimize resource allocation and
improve project outcomes.

=
=
>~

Shattuck Labs, Inc. 63 Biotechnology On Oct 1, 2024, Shattuck Labs announced a strategic shift in its pipeline, discontinuing the SL-
172154 clinical program and prioritizing the development of SL-325, a DR3 antagonist
antibody.

e
=
=

Target Hospitality Corp. 753 Specialty Business On Sep 25, 2024, Target Hospitality announced the disbanding of its Special Committee, initially

(TH) Services formed to evaluate a $10.80 per share acquisition offer from Arrow Holdings. No formal offers
were received, and Arrow did not reaffirm its proposal. The company will focus on high-return
capital initiatives, including in-organic growth, and reaffirmed its 2024 guidance due to strong
year-to-date performance. Target plans to explore strategic growth opportunities while
maintaining a strong financial position and disciplined capital allocation.

=

Geospace Technologies 145 0il & Gas Equipment On Sep 19, 2024, Geospace Technologies announced that it has realigned its business segments Lin
Corp (GEOS) & Services under a new strategic focus, dividing operations into Smart Water, Energy Solutions, and



STRATEGIC INITIATIVES / STRATEGIC ACTIONS / STRATEGIC INVESTMENT

Company Name (Ticker) M cap

Industry

Notes Link

Intelligent Industrial. This shift reflects the company's commitment to diversifying its product
offerings and aligning with growth areas. The Smart Water segment focuses on water
management technology, Energy Solutions on oil, gas, and emerging energy solutions, and
Intelligent Industrial on industrial sensors and defense applications. This strategic focus aims to
boost revenue and expand into key technological markets.

Arax Holdings Corp (ARAT) 94

Software -
Infrastructure

=

On Sep 19, 2024, ARAX Holdings Corp announced an 18-month strategic partnership with LvlUp Lin
Ventures, participating in the NextUp incubator program. This collaboration aims to accelerate
ARAX’s fundraising, market strategies, and marketing efforts for its blockchain and enterprise

data management solutions.

Inland Real Estate Income 401
Trust, Inc. (INRE)

REIT - Diversified

=
S
=

On Sep 18, 2024, Inland Real Estate Income Trust, Inc. announced that its board has initiated a
review of strategic alternatives, which may include the sale of the company. This follows its
focus on a strategic plan centered around owning grocery-anchored properties and potentially
listing its stock on a national exchange. The company has suspended its Distribution
Reinvestment Plan and Share Repurchase Program during the review process. A financial
advisor will assist with the evaluation, though no guarantees of a transaction have been made,
and no timeline has been set.

Financial Institutions, Inc 371
(FISI)

Banks - Regional

=

On Sep 16, 2024, Financial Institutions, Inc. announced plans to wind down its Banking-as-a- in
Service (BaaS) operations to focus on its core community banking franchise. As of June 30,

2024, BaaS represented 2% of deposits and under 1% of loans. The decision follows a strategic
review that considered regulatory changes and the investments needed for BaaS growth. The
company will complete the wind down by 2025 while redirecting staff to support its core

banking operations. The financial impact is expected to be minimal.

Vista Outdoor Inc. (VSTO) 2565

Leisure

=

On Sep 13, 2024, Vista Outdoor stated that it is actively exploring strategic alternatives to in
maximize shareholder value, including negotiating an increase in cash consideration to $28 per
share in its revised transaction with CSG, which includes a $150 million investment in Revelyst,
valuing it at $2 billion. Revelyst plans to establish a $50 million share repurchase program post-
transaction. Vista is also engaging with MNC for a potential alternative acquisition, though it
criticized MNC'’s $43 per share offer as undervaluing its assets. Additionally, Vista is addressing
conflicts of interest, particularly with Gates Capital, which is involved in MNC'’s equity

consortium.

Mobile Infrastructure Corp 88
(BEEP)

Infrastructure
Operations

=

On Sep 11, 2024, Mobile Infrastructure Corporation announced several strategic actions to Lin
enhance shareholder value, including securing a $40.4 million line of credit to redeem preferred
stock for cash, thus preventing dilution. The company will also use these funds to pay accrued



STRATEGIC INITIATIVES / STRATEGIC ACTIONS / STRATEGIC INVESTMENT

Company Name (Ticker)

M cap

Industry

Notes Link

dividends on preferred stock and initiate a $10 million share buyback program. Additionally,
the board will explore strategies to address the valuation gap between the company's net asset
value and its current share price.

Cal-Maine Foods, Inc
(CALM)

3956

Farm Products

On Sep 9, 2024, Cal-Maine Foods announced that it has made a strategic investment in Crepini  Link
LLC, forming a new joint venture, Crepini Foods LLC. Cal-Maine invested $6.75 million for a 51%
stake, while Crepini retains 49%. The venture aims to expand Crepini's egg-based products,

including wraps and protein pancakes, across the U.S. and Mexico.

Big Lots, Inc.

139

Discount Stores

On Sep 9, 2024, the Board conducted a strategic review and concluded that entering a sale ink
agreement with Nexus Capital Management and initiating a court-supervised process would be
the best path forward to maximize value and maintain operations.

Texas Capital Bancshares,
Inc (TCBI)

3547

Banks - Regional

=

On Sep 6, 2024, Texas Capital Bancshares provided a strategic business update, highlighting Link
progress in its three-year enterprise-wide transformation. Key actions include the acquisition of

a $400 million healthcare portfolio, balance sheet repositioning, and launching new initiatives

like Texas Capital Direct Lending and Public Finance. These efforts are aimed at enhancing

capital allocation, reducing non-interest expenses, and expanding product offerings.

Topgolf Callaway Brands
Corp.

1803

Leisure

e
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On Sep 4, 2024, Topgolf Callaway Brands Corp. announced plans to separate into two
independent companies: Callaway, focusing on golf equipment and active lifestyle, and Topgolf,
a venue-based golf entertainment business. The spin-off is expected to be tax-free and aims to
enhance strategic focus, optimize capital allocation, and create distinct investment
opportunities for shareholders. The separation is projected for the second half of 2025, with
both companies retaining their leadership teams.

Lyft, Inc.

5500

Software -
Application

=

On September 4, 2024, Lyft, Inc. announced a restructuring plan aimed at reducing operating Lin
costs and aligning strategic priorities. This includes asset disposal and a 1% workforce

reduction, primarily affecting its bikes and scooters operations. The restructuring will incur $34
million to $46 million in charges, with most costs related to asset disposals. Lyft anticipates

these actions will improve annualized Adjusted EBITDA by $20 million by the end of 2025

through headcount reduction and operational efficiencies.

ProKidney Corp. (PROK)

505

Biotechnology

=
S
=

On September 3, 2024, the Company issued a press release announcing strategic updates to its
Phase 3 program for rilparencel, an investigational treatment to potentially preserve kidney
function in patients with type 2 diabetes and advanced chronic kidney disease.

Grief Inc (GEF)

3056

Packaging &
Containers

=

On Aug 28, 2024, the company announced that the divestment of Delta Petroleum, completed on Lin
July 31, 2024, allowed the company to accelerate debt paydown and focus on its core strategy of



STRATEGIC INITIATIVES / STRATEGIC ACTIONS / STRATEGIC INVESTMENT

Company Name (Ticker) Mcap Industry

Notes

Link

expanding resin-based industrial products. Proceeds were received on August 1, 2024, and net
debt and leverage ratio as of July 31, 2024, would have been $2.63 billion and 3.59%,
respectively.

Foot Locker Inc (FL)

2289 Apparel Retail

On Aug 28, 2024, Foot Locker, Inc. announced strategic updates in support of its "Lace Up Plan,"
including the relaunch of the FLX Rewards Program, streamlining operations in Asia and
Europe, and relocating its headquarters to St. Petersburg, Florida. These initiatives aim to
enhance customer experiences, optimize operations, and position the company for sustained
growth, reaffirming their full-year Non-GAAP EPS outlook. The plan focuses on leveraging brand
partnerships, improving in-store and digital engagement, and driving long-term shareholder
value.

e
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Plymouth Industrial REIT,
Inc. (PLYM)

942 REIT - Industrial

On Aug 27, 2024, Plymouth Industrial REIT has entered a strategic partnership with Sixth
Street, securing $500 million in capital to drive acquisitions and growth

=
=
>~

Eos Energy Enterprises,
Inc. (EOSE)

724 Electrical Equipment
& Parts

On Aug 29, 2024, Eos Energy Enterprises, Inc. announced that it has met all initial performance
milestones with Cerberus Capital Management LP as part of a strategic investment, unlocking
an additional $30 million for operations and production expansion. Achievements include
improved production efficiency and Z3 technology performance, with cycle times under 10
seconds and high yield targets on its new battery manufacturing line, enhancing the company's
future profitability.

.
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ARC Document Solutions
Inc (ARC)

148 Specialty Business
Services

On Aug 27, 2024, the board formed a Special Committee comprising independent directors to
assess strategic alternatives, including Mr. Suriyakumar's proposal to acquire all outstanding
shares of Company Common Stock not owned by him.

£
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VOXX International Corp
(VOXX)

170 Consumer Electronics

On Aug 27, 2024, the company announced its board is exploring strategic alternatives to
enhance shareholder value. This includes evaluating options such as a potential company sale,
segment sales, operational improvements, or other strategic transactions. To facilitate this
process, VOXX's board has formed a strategic transactions committee, supported by Solomon
Partners as financial advisor and Bryan Cave Leighton Paisner LLP as legal advisor, in line with
its fiduciary responsibilities.

e
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Advance Auto Parts, Inc.
(AAP)

2192 Specialty Retail

On Aug 22, 2024, the company stated that the strategic and operational review will now
concentrate on improving the sales trajectory and asset productivity of the remaining Advance
business to enhance shareholder returns.

=
S
=

Twin Disc Inc (TWIN)

162 Specialty Industrial
Machinery

On August 15, 2024, CEO John H. Batten highlighted the strategic priorities achieved during
fiscal year 2024, including the acquisition of Katsa Oy and the reinstatement of the quarterly

e
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Company Name (Ticker) M cap

Industry

Notes

dividend.

Ellington Credit Co (EARN) 174

Asset Management

On April 1, 2024, Ellington Credit Company announced a strategic transformation to focus on
corporate collateralized loan obligations (CLOs). As part of this shift, the company revoked its
REIT status effective January 1, 2024, changed its name from Ellington Residential Mortgage
REIT, and rescheduled its 2024 annual meeting to propose converting to a closed-end fund
(CEF) and regulated investment company (RIC). On July 2, 2024, a preliminary proxy statement
was filed to seek shareholder approval for completing this transformation.

Seritage Growth Properties 239
(SRG)

Real Estate Services

At the 2022 Annual Meeting of Shareholders on October 24, 2022, Seritage shareholders
approved the Company’s Plan of Sale. The strategic review process remains ongoing as the
Company executes the Plan of Sale, and the Company remains open minded to pursuing value
maximizing alternatives, including a potential sale of the Company.

Pitney Bowes Inc (PBI) 1275

Industrials

On May 22, 2024, Pitney Bowes announced a strategic review of its Global Ecommerce segment,
which led to the sale of its fulfillment services business on July 24, 2024, for $1 million.
Subsequently, on August 8, 2024, the company initiated a wind-down of the majority of the
Global Ecommerce segment, transferring 81% of voting interests in DRF Logistics, LLC, to Hilco
Commercial Industrial, LLC, while retaining 19% of the voting interests and 100% of the
economic interests. The Ecommerce Debtors then filed for Chapter 11 bankruptcy to facilitate
an orderly wind-down. As part of this restructuring, Pitney Bowes entered into a Restructuring
Support Agreement to manage the wind-down, provide shared services, and extend a $47
million DIP Facility to the Ecommerce Debtors.

Liveone, Inc. (LVO) 58

Entertainment

In Jan 2021, the company announced that with the assistance of ].P. Morgan, LiveOne is
continuing a process to explore strategic alternatives to enhance shareholder value. Potential
alternatives may include, among others, a strategic acquisition, divestiture, merger, sale or
other form of business combination. On Aug 13, 2024, the company reiterated the same.

=
S
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Cidara Therapeutics, Inc. 89
(CDTX)

Healthcare

Cidara Therapeutics sold its rezafungin assets and related contracts to Napp on April 24, 2024.
This transaction is considered a strategic shift with significant impacts on the company's
operations and financial results. Consequently, the sale is classified as discontinued operations.

=
=
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Vigil Neuroscience, Inc. 142

(VIGL)

Biotechnology

$40 million strategic investment from Sanofi: In June 2024, the Company entered into a
Securities Purchase Agreement with Sanofi, a global healthcare and pharmaceutical company,
pursuant to which Vigil agreed to issue an aggregate of 537,634 Series A non-voting preferred
shares, each convertible into 10 shares of common stock, at an as-converted price of $7.44 per
common share for gross proceeds of $40 million. The Company plans to use the proceeds to

e
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=
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Company Name (Ticker) Mcap Industry Notes Link

fund its research and development activities.

Ellington Credit Co (EARN) 174 Asset Management The Board approved a shift in investment strategy to focus on corporate CLOs, revoking REIT Lin
status as of January 1, 2024, and rebranding as Ellington Credit Company. By August 9, 2024,
the CLO portfolio reached $108 million, representing 50% of capital, with the transformation
set to complete by year-end. The company remains listed on the NYSE as EARN.

Acelyrin, Inc. (SLRN) 596 Biotechnology On Aug 13, 2024, ACELYRIN announced that it is prioritizing the development of lonigutamab  Link
for thyroid eye disease (TED) with plans to initiate a Phase 3 program in Q1 2025, while shifting
focus away from further investment in izokibep for psoriatic arthritis and hidradenitis
suppurativa, seeking a larger partner to bring it to market. The company is also implementing a
33% workforce reduction to align with this strategic shift, aiming to extend its cash runway to
mid-2027 and fully fund key clinical trials.

5
=

Quster, Inc. (OUST) 365 Electronic On Aug 13, 2024, Ouster CEO Angus Pacala emphasized the company's strategic execution in the
Components second quarter, with GAAP gross margin increasing to 34%. He highlighted the successful
strategy of expanding into software solutions, achieving one of the best quarters for software-
attached sales driven by Ouster Gemini and Blue City. Pacala also pointed out the strategic
resilience of Ouster's balance sheet and diversified business model

=
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Navient Corp (JSM) 1653 Credit Services On Aug 13 2024, Navient announced the sale of its Healthcare Services business, Xtend
Healthcare, to CorroHealth for $365 million in cash, aligning with its strategic goals to simplify
operations and reduce expenses. The transaction, expected to close by September's end,
includes 950 employees joining CorroHealth, with Navient also exploring strategic options for
its Government Services division.

=
=
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B. Riley Financial, Inc. 179 Financial On February 29, 2024, B. Riley Financial, Inc. announced it has engaged Moelis & Company LLC

(RILY) Conglomerates to explore strategic alternatives, including a potential sale, for the Company's Appraisal and
Valuation Services, and Retail, Wholesale & Industrial Solutions businesses (collectively
formerly known as "Great American Group"). Acquired in 2014, these businesses generated
$153 million in revenue and $35 million in operating income in fiscal 2023. Currently valued at
$35 million on the balance sheet, B. Riley is focused on maximizing value while positioning its
core businesses for future opportunities. The company also mentioned that they will be
suspending their common dividend as they prioritize deleveraging.

=
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Buzzfeed, Inc. (BZFD) 89 Internet Content & The Company classified the assets of Complex Networks, excluding the "First We Feast" brand,
Information as "held for sale." The disposal, completed on February 21, 2024, was considered a strategic
shift with a significant impact on the company's operations and financial results.



STRATEGIC INITIATIVES / STRATEGIC ACTIONS / STRATEGIC INVESTMENT

Company Name (Ticker) Mcap Industry Notes Link
Pitney Bowes Inc (PBI) 1275 Integrated Freight & The company conducted a comprehensive strategic review, with the assistance of independent Link
Logistics legal and financial advisors, before ultimately determining that this exit path for GEC is in the
best interests of both its shareholders and other stakeholders. Notably, the GEC segment had
been struggling to achieve profitability over the past several years due to macroeconomic and
industry headwinds. The company expects this exit to eliminate nearly all of the losses
associated with GEC, which totalled approximately $136 million for the year ended December
31,2023.
Microvast Holdings, Inc. 68 Electrical Equipment The company is exploring strategic alternatives to enhance liquidity, including the sale of non-  Link
(MVST) & Parts core U.S. real estate assets.
Howard Hughes Holdings 3775 Real Estate - The Company’s Board of Directors is aware of Pershing Square’s filing and has formed a Special Link
Inc. (HHH) Diversified Committee comprised of independent directors to review any proposal by Pershing Square, as
and when received, and evaluate it in light of other strategic alternatives that may be available
to HHH, including continuing to operate as a publicly traded company.
Fiscalnote Holdings, Inc. 149 Information The Board and its Special Committee, formed in November 2023, are continuing to review the  Link
(NOTE) Technology Services Company’s plans and evaluate all strategic options.
Anika Therapeutics, Inc. 360 Medical Instruments Anika Therapeutics, Inc. continues to explore strategic alternatives to enhance shareholder Link
(ANIK) & Supplies value. This includes implementing a new $40 million share repurchase program and executing
cost reduction initiatives to support growth in their highest value areas, such as OA Pain
Management and Regenerative Solutions.
Senseonics Holdings, Inc. 180 Medical Devices Senseonics Holdings, Inc. announced key advancements in their strategic initiatives, including  Link
(SENS) the continued progress with Mercy healthcare system on a large-scale implementation of their
Eversense CGM system and the launch of a remote patient monitoring service.
Cannae Holdings, Inc. 1192 Restaurants In the second quarter 2024, Cannae made its first investment with Jana Partners, which Link
(CNNE) announced an investment stake and engagement campaign around Rapid7 (Nasdaq: RPD), a
cybersecurity company specializing in vulnerability management
Topgolf Callaway Brands 1803 Leisure Announced a formal strategic review of Topgolf, considering both organic and inorganic Link
Corp. (MODG) alternatives, including a potential spin-off.
Amplify Energy Corp. 268 0il & Gas E&P The company is evaluating proposals for the monetization of the Bairoil asset in Wyoming, Link
(AMPY) considering both outright sale and partial monetization.
BGSF, Inc. (BGSF) 87 Staffing & BGSF announced an ongoing review of strategic alternatives to maximize shareholder value, Link

Employment Services

initiated in May
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Link

ESCO Technologies Inc
(ESE)

3348

Scientific & Technical
Instruments

ESCO is conducting a strategic alternatives review for the VACCO Space business, considering
options like joint ventures, partnerships, or a sale to optimize the portfolio and create
shareholder value.

Link

Stem, Inc. (STEM)

Utilities - Renewable

The company commenced a strategic review of its business. The newest Board member, Gerard
Cunningham, has been appointed Chair of an ad hoc Software Strategy Working Group that will
work closely with the management team to develop this strategy. The Company also announced
today that it is streamlining its management structure by eliminating the Chief Strategy Officer
role.
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Green Plains Inc. (GPRE)

743

Chemicals

Green Plains is undergoing a strategic review (announced in Feb 2024) to explore options like
acquisitions, divestitures, mergers, partnerships, and financings. The Board has formed a
Special Committee and engaged Bank of America and Vinson & Elkins LLP as advisors. As one
part of the ongoing strategic review, they have entered into a definitive agreement to sell its
unit train terminal in Birmingham

5
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Ambac Financial Group Inc
(AMBC)

538

Insurance - Specialty

In June, the company announced an agreement to sell its Legacy Financial Guarantee business to
Oaktree Capital Management for $420 million. This was the culmination of several years of
targeted efforts to optimize the portfolio, maximize recoveries, and progress the business
towards a steady-state runoff in preparation for a strategic review. Upon the close of the sale,
the company will implement a share repurchase program of up to $50 million