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SPAC Highlight

Tattooed Chef 
(4/13/21 Promote and Target Lock up)

Ticker:

Industry:

TTCF

Consumer

Price:

Next Report:

$18.31

5/3/21

Mkt Cap (mn):

AD$V (mn):

$1,490

38.9

Short Interest:

Days to Cover:

< 13%

< 4
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Step 1 - SPAC IPO Units: Units:

IPO Share price: $ as Stated $10.0 Sponsor "Promote": % 20.0%

# Primary Shares Issued: mn Shares 20.00

Units Sold to Sponsor: mn Shares 0.655

SPAC Public Shares: mn Shares 20.00 Warrant Strike Price: $ as Stated $11.50

Sponsor Promote Shares: mn Shares 5.00 Price Per Unit: $ as Stated $10.00

Total Shares Post-IPO: mn Shares 25.00

Cash Contribution against Promote Shares $ mn $0.025

IPO Dollar Amount: $ mn $200.00 per share value of Promote shares $ $0.005

Upfront Underwriting Fee: % 2.0%

IPO Expenses, exlcuding deferred portion of Underwriter Fee:$ mn $6.55 Deferred Underwriting Fee: % 3.5%

Other Exp. (legal, travel, listing, etc.) $ mn $2.55

Cash In Trust Account: $ mn $200.05 Sponsor Cash Contribution: $ mn $6.58

per share, excl. Promote $ $10.00 Total Sponsor Shares, incl. Promote mn Shares 5.655

per share, incl. Promote and other shares held by Sponsors $ $7.80 Sponsor's per share cost-basis $ $1.16

Total Warrants held by Sponsors mn 0.655

per warrant cost-basis $ $0.00
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SPAC Highlight

• Vision Research used a model to estimate cash or

economic value per share in the TTCF SPAC merger.

• Tattooed Chef experienced few redemptions due to the

stock trading significantly above the trust value at the

time of the vote.

• However, cash value remains far below today’s price

per share. The company experienced dilution from a

full warrant per share, advisory fees, and no PIPE.

• Vision questions if the company is far more valuable

today compared to the valuation at the original merger

Step 2 - Redemptions Units: Units:

Number of Shares Redeemed: mn Shares 0.0 Remaining Shares: mn Shares 25.65

Redemption Ratio: % 0.01% Cash In Trust Post-Redemptions: $ mn $200.03

Share Redemption Price $ $10.37 per share value: $ $7.80

Step 3 - Merger Units: Units:

Target's Enterprise Value: $ mn $495.0 Size of PIPE Investment: $ mn –

(-)Target's Net Debt/(Net Cash): $ mn ($82.0) PIPE per share: $ $10.00

Target's Equity Value: $ mn $577.0 PIPE Fee: % –

Sponsor Shares Forfeited $ mn –

Cash in Trust Account at deal-closing $ mn $207.4 Further Cash Contribution by Sponsor: $ mn –

Cash To Target Company after M&A and Underwriter Fees $ mn $105.20 Shares acquired by Sponsor: mn Shares –

Merger Consideration: Shares Owned by:

Cash Consideration $ mn $75.0 SPAC Public Shareholders: mn Shares 20.00 33.2%

Stock Consideration $ mn $345.0 Sponsor: mn Shares 5.66 9.4%

PIPE Investors: mn Shares 0.00 –

Per share value used to determine Target's shares: $ $10.0 Target Company: mn Shares 34.50 57.4%

Required Share Issuance: mn Shares 34.50 Total: mn Shares 60.15 100.0%

M&A Advisory Fee and Transaction costs disclosed in $ or % Select $ Warrant Structure: U=S+W

M&A Advisory Fee and Transaction Costs: % 3.5% Number of Warrants in a Unit 1

M&A Advisory Fee and Transaction Costs: $ mn $20.2 Warrant Strike Price $ $11.50

Deferred Portion of Underwriter Fee: $ mn $7.00 After Exercise of Warrants:

SPAC Public Shareholders: mn Shares 40.00 49.9%

From Target's Perspective: Sponsor: mn Shares 5.66 7.1%

Equivalent IPO Proceeds: $ mn $207.40 PIPE Investors: mn Shares 0.00 –

Total Fee and Expenses: $ mn $27.20 Target Company: mn Shares 34.50 43.0%

Total Fees and Expenses as % of IPO Proceeds % 13.1% Total: mn Shares 80.16 100.0%

Net Proceeds to Target, incl. Cash Consideration $ mn $180.20

Shares Issued against these proceeds: mn 25.65

Per Share Net Proceeds $ $7.02
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Vision believes Tattooed Chef (TTCF) is a risky SPAC with an interesting lock up catalyst.

• The TTCF lock up for both the promote and the target company expired recently. The Sponsor lock up states, “1.25mn shares (over $23mn)

subject to 6-month lock-up and all remaining shares (over 5mn or $90mn) subject to 1 year lock-up with early release if > $12 for 20 out of

30-day period commencing after 150 days of deal close.” Vision believes with shares trading above $12, all lock up criteria are met or will

be met soon. The target, which owned approximately 61% (or roughly 40mn shares and $800mn) at the time of the deal combination also

has a 4/13/21 lock up.

• Vision believes the company specializing in “healthy” or “vegetarian” frozen food has significant risks including:

• Customer Concentration (Sam’s Club)

• Difficult comparisons (March to June stockpiling)

• Increasing competition

• No proprietary technology

• Questionable unit economics

• Lack of Controls
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The bull case for Tattooed Chef is the company is an innovator with massive SKU and point of distribution growth.

Source: Company Filings
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SPAC Highlight

• Tattooed Chef is misunderstood as simply a branded company. The company has existed for over 10 years and sells mostly private label

products, especially at Costco. Recently, the company has made a big jump into branded products. At the end of FY20, branded revenues

totaled about 57% of total revenue from 22% in FY19. An increase in branded sales of 362%.

• The company has extreme concentration risk. Vision believes Sam’s Club contributes a huge portion of branded revenue. Sam’s Club and

Costco appear to be the two large customers with Sam’s Club being mostly branded and Costco mostly private label.

• At the end of FY20, the 3 largest customers accounted for 88% of total revenue. 39%, 32% and 17%. Vision believes the 39% is from Sam’s

Club and the 32% from Costco. Our best guess for the final is Target. Despite the recent jump in branded revenue, the top 5 customers in

FY19 totaled 95% of revenue and were 35%, 29%, 11%, 10%, and 10%. “Customer C” increased from 29% to 39%.

• Due to Sam’s Club being the most likely top customer and being mostly branded sales, Vision believes a lot of FY20 growth was simply due

to Sam’ Club. This creates tremendous risk as the company could lose sales to the company and must find growth to a diverse set of non

club customers. This could prove complicated as shipping frozen products to multiple new customers at new locations could be difficult

and less profitable.

• Sam’s Club revenue also appears to only come from a few products. A website search only shows 4 products (a cauliflower crust pizza, a

breakfast bowl, green beans and an acai bowl). The acai bowl and pizza have well over 10x the number of reviews. This is despite the

company touting a huge number of SKUs. A large portion of revenue most likely comes from these two products at one customer.
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• Tattooed Chef has aggressive growth plans for FY21.

• The company expects revenue growth of 49%, or $222mn

• Gross margins between 20% and 25%

• Adjusted EBITDA between $8mn and $10mn

• Net income in between $2.5mn and $5mn.

• Tattooed Chef recently stated their 4Q20 was profitable, yet all profits came

from a tax benefit. The unit economics of owning the supply chain are suspect.

• Vision believes the company will try to spend whatever it takes to achieve

growth. For example, the company has announced they will debut national

ads. The company was not profitable before and therefore margins could be

pressured further.

• The company will also be lapping a large jump in both grocery and frozen food

spend from March to June. Particularly at club stores Costco and Sam’s Club.

• The valuation could also be stretched as the company only gets ~60% of revenue from branded products. The flat private label business

would get an extremely low valuation leaving the branded piece trading well over 10x sales by any estimate.

Source: Bloomberg
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• Another CPG company trading over 10x sales is Beyond Meat (BYND). One could argue

Beyond Meat is overvalued but they do appear to have some proprietary formulas and

sourcing of ingredients. The company has a large competitor in Impossible Foods but is

growing into a more open market

• Tattooed Chef faces intense competition with almost no proprietary technology to

protect it.

• The company lists Sweet Earth (Nestle), Birds Eye (Conagra), Amy’s and Green Giant as

competitors.

• Tattooed Chef lists a huge number of SKUs with many more to come in 2021. However, as

shown most of the revenue comes from Sam’s Club and Costco who sell 5 or less branded

SKUs. The company appears to have trouble getting other companies and even Sam’s

Club themselves to carry new products after an initial trial.

• Competitors like Sweet Earth (Nestle) are launching new products targeting a similar

plant-based audience.

Source: Target.com
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• With competition increasing Tattooed Chef plans on growing more profitably by entering numerous new grocery and mass retail

distribution points. The company plans on getting 3x more growth from new SKUs and a decline in growth from existing SKUs.

• Vision believes the company will get customers to try their product once but there is tremendous risk if the new products don’t sell

through at new locations.

• Tattooed Chef believes despite being a small company since 2009 they will be able to grow to $222mn in revenue in 2021, $300mn in 2022

and $500mn in 2023. Vision is skeptical they have found so much profitable revenue in a short period of time not aided by the pandemic.

Source: Company Filings
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• Finally, Tattooed Chef appears emblematic of many SPACs in that the company should probably not be public. Beyond the family nature of

the business, the company has significant material weaknesses.

• The company does not have an ERP system stating, “We need to implement an Enterprise Resource Planning (“ERP”) system. Significant

additional costs, cost overruns and delays in connection with the implementation of an ERP system may adversely affect results of

operations.”
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Source: FY20 Annual Report
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Tattooed Chef has filed a 424B document on 4/2/21 (before the lock up) to sell up to 45.7mn shares (over $800mn) and 184k warrants.

Source: SEC Filings


