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Disclaimer
The discussion of portfolio investments represents the views of the
investment manager. These views are current as of the date of this
commentary but are subject to change without notice. As of the date of this
publication, Aquitania Capital Management has a position in the securities
mentioned herein and may purchase or sell shares at any time without notice.
All information provided is for information purposes only and should not be
considered as investment advice or a recommendation to purchase or sell any
specific security. Security examples featured are samples for presentation
purposes and are intended to illustrate our investment philosophy and its
application. While the information presented herein is believed to be reliable,
no representations or warranty is made concerning the accuracy of any data
presented. Portfolio composition will change due to ongoing management of
the portfolios. References to individual securities are for informational
purposes only and should not be construed as recommendations by Aquitania
Capital Management or its members.



Investment Style

• Compounders:
• Identifying companies with the potential to compound capital at 

exceptional rates over long periods of time

• Opportunistic:
• Asymmetric reward-to-risk situations with high conviction in a variant 

thesis through intensive independent research

• Counterweights:
• Long positions in companies expected to provide stable growth/inflation 

hedge



TUESDAY MORNING
Betting on a Proven and Highly-Incented Team



Tuesday Morning (TUEM) $1.94
• Off-price home goods retailer operating since 1974

• COVID-related Chapter 11 to restructure leases and shrink 
store base from 687 stores to 490

• New, highly-regarded management team in place

• Shifting to everyday off-price, ending promotions

• COVID and restructuring clouds external visibility

• $175MM market capitalization, $220MM TEV, $154MM NOLs



Value Proposition



Competitive Position



Merchandise



Customer Profile



490 Stores



Store Visit – Austin, Texas



•3/25/20 – Temporarily close all 687 stores for COVID-19
•5/27/20 –Chapter 11 bankruptcy filing
•By 6/30/20 – 685 stores reopened (2 closed)
•By 7/31/20 – Closed 132 stores
•By 8/31/20 – Closed 65 stores
•9/23/20 – Financial projections for emergence
•11/16/20 – Reorg plan filed
•12/23/20 – Plan confirmed
•12/31/20 – Emerged from Ch 11, gets $25MM term loan 
from Osmium/Tensile

•2/9/21 – Closed $40MM rights offering @ $1.10 
backstopped by Osmium/Tensile who now own 31.4%

Bankruptcy Timeline



•12/9/19 – Paul Metcalf, “Acting Chief Merchant” (4/19)
• CMO, Burlington Stores, TJX

•5/6/21 – Fred Hand, CEO
• COO, Burlington Stores

•5/21/21 – Marc Katz, Interim CFO
• CFO, Burlington Stores

•9/9/21 – Marc Katz becomes COO
•9/9/21 – Jennifer Robinson, CFO

• SVP Finance & Treasury, Michaels Stores

•9/9/21 – Bill Baumann, CIO
• CIO, Torrid (ex-CIO Total Wine and More, West Marine, REI)

•9/16/21 – Paul Metcalf, Chief Merchant

Personnel Timeline



Opportunity



October 2020 BK Plan Projections



Resetting Expectations



• F22E Adj. EBITDA forecast of ~($20MM) vs. $48MM
• F22E FCF forecast of ~$0 vs. $38MM

• But…

• New team did not make those projections

• Oct. ’20, very different COVID-19 environment

• Ch. 11 – primarily to renegotiate leases
• Debtors & vendors paid in full
• No incentive to keep valuation low
• Post-reorg opportunity was promoted

What Happened?



October 2020 BK Plan Projections



October 2020 BK Plan Projections



•Sales/sqft has risen from $114-$115 to $116

•SG&A has shrunk from $360MM (36%) to $245MM (34%)

• Inventory turns have risen from 2.7x to 3.7x

Operational Improvements



Near-Term Headwinds
• Increased transport/labor costs may persist

•Ending of pandemic relief payments/child care credit 
lowers household budgets y/y

•Omicron spike in December 2021 may have impacted 
holiday sales

•F22 (June) is an investment year focused on optimizing 
distribution

•May not have real clarity on economic power of business 
until early 2023.



Transport/Supply Chain
•Pre-Covid, TUEM generated $39/sqft in gross profit (34%) 
on $114/sqft in revenues

•TTM 9/30/21, TUEM generated $34/sqft in gross profit 
(29%) on $116/sqft in revenues

• ($32MM) adverse gross profit impact on a $220MM EV 
company



Upside Potential
•EBITDAR% was around 14% pre-covid and recovered to 
that level in the 12/20 and 3/21 quarters before falling 
below 8% in the 6/21 and 9/21 quarters due to transport 
issues

• If EBITDAR% can rise to 10% on $750MM sales               
(vs. 706MM TTM) = $75MM EBITDAR (vs. $54MM TTM)

•ROST trades at 10.3x, TUEM trades at 4.1x

•@ 8x $75MM EBITDAR, TUEM is $6.17 +218%



“Show me the incentive and I’ll show you the Outcome”
- Charlie Munger

31.4% shares o/s * 20% carried interest * 30% take = 
1.9% capture of market cap over $2.88 (5/4/21 price)
~$1.6MM for every $1 increase in stock price

Performance Stock Units vest in three tranches at $6, $9, 
and $12

Incentives



•9/8/21 – Stock closes at $4.27
•9/9/21 – Earnings release, stock falls -45% to $2.34
•9/10/21 – 9/15/21 Stock falls -26% to $1.73

•9/13/21 – CEO Hand buys 235,925 shares @ $1.81
•9/14/21 – CEO Hand buys 275,462 shares @ $1.72
•9/15/21 – CEO Hand buys 227,224 shares @ $1.65
•9/14/21 – COO Katz buys 150,000 shares @ $1.71
•9/14/21 – CIO Baumann buys 100,000 shares @ 1.71
•9/15/21 – CMO Metcalf buys 100,000 shares @ $1.68
•9/16/21 – CMO Metcalf converts from consultant to CMO

Insider Cash Purchases



Summary
•Limited downside/significant upside at current quote

•Proven and well-incentivized management

•Execution story – brand and customer loyalty intact

•Expectations have been reset

•COVID + restructuring noise clouds visibility



CONTACT

Aquitania Capital Management, LLC
info@aquitaniacapital.com
www.aquitaniacapital.com
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