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FELISE KISSELL (Vice President of Investor Relations and Corporate Affairs):  
Good morning everyone and thank you for joining us.  On this morning’s call, we have Brad 
Dickerson, Chief Executive Officer of Blue Apron, and Tim Bensley, Chief Financial Officer. Brad 
will first strategically discuss the business and Tim will then review our financial performance. 
 
Various remarks that we make during this call about the Company’s future expectations, plans, 
and prospects constitute forward-looking statements for purposes of the safe harbor provisions 
under the Private Securities Litigation Reform Act of 1995.  Actual results may differ materially 
from those indicated by these forward-looking statements as a result of various important risks 
and other factors, including those described in our earnings release and the Company’s SEC 
filings.  In addition, any forward-looking statements represent our views only as of today and 
should not be relied upon as representing our views as of any subsequent date. We specifically 
disclaim any obligation to update these statements.   
 
During this call, we will be referring to non-GAAP financial measures which are not prepared in 
accordance with generally accepted accounting principles.  You are encouraged to refer to the 
earnings release and SEC filings, where we have described these measures in more detail, and 
to review the reconciliation of these non-GAAP financial measures to the most directly 
comparable GAAP measures. In addition, reconciliations of certain forward-looking non-GAAP 
measures referred to during this call are on our investor relations website located at 
investors.blueapron.com under Events and Presentations. 
 
I would now like to turn the call over to Brad Dickerson, Blue Apron’s CEO.  Brad? 
 
BRAD DICKERSON (Chief Executive Officer):  
Thank you, Felise and good morning, everyone. I would like to begin by welcoming Tim to his 
first earnings call with Blue Apron. As you know, Tim joined us as CFO in late May, bringing over 
30 years of leadership in the consumer packaged goods and food retail industries. Tim has 
quickly immersed in the business and will make a significant impact as we evolve our product 
portfolio and the ways consumers access our brand.  
 
Before I provide an update in key areas across the business, I will highlight four clear themes 
from our second quarter results:  
 

1. We continue to drive operational efficiencies throughout our fulfillment center network 
as reflected in the 110 bps sequential COGS improvement from the first quarter––
despite increased summer packaging costs.  Even more impressive is the 400 bps 
improvement year-over-year––a testament to the significant progress we have achieved 



since launching our Linden, New Jersey fulfillment center.  These efficiency gains have 
been a key driver of our continued year-over-year improvement in adjusted EBITDA 
performance. 

2. We reached an important milestone that further builds the foundation of our future 
with the launch of our retail product offering. 

3. Revenue per customer has been relatively stable over the past few quarters––reflecting 
steady engagement metrics from our customers––during a period when operational 
stability took priority over product innovation.   

4. Attracting new customers efficiently is an area we must improve. While we have been 
successful in driving consumers to our platform, we must improve the rate at which they 
convert to paid subscribers. With fulfillment operations strengthening, our primary 
forward focus is to enhance our product portfolio and deliver a seamless digital 
experience which we expect to benefit conversion.  

 
Entering 2018, we articulated that this year would be a “Year of Transition and Building for 
Sustainable Growth”, and it would take time to build top-line momentum particularly given our 
significant pull-back in marketing spend in the second half of 2017.  At the time, we did not 
have complete visibility into how this transition would impact 2018, including the effects on the 
business when returning to a more normalized marketing spend cadence. We did see some 
positive momentum in the first quarter of 2018 as we increased marketing spend from the 
fourth quarter of last year. However, it was challenging to maintain this momentum throughout 
the second quarter as we implemented a more consistent pace of marketing spend with a focus 
on efficiency. 
 
Our priority is to continue to transition our business and execute on the key strategies that will 
position us for sustainable long-term growth, while remaining prudent with our marketing 
spend with a deliberate focus on attracting customers with high affinity and deepening 
engagement with current customers. Our strategies are centered on the evolution and 
expansion of our existing product assortment, enhancement of our overall customer 
experience, and the launch of our retail and on-demand offerings. I will go into more detail on 
each of these growth opportunities shortly. As we execute on these strategies in the next few 
quarters, we expect our marketing spend will become more efficient. 
 
While we are confident that our approach will build a strong business for the future, our 
revenue performance will be impacted in the near-term, which Tim will discuss shortly. As we 
execute throughout the second half of this year, our ability to leverage the strength of our 
brand, deepen engagement with customers, and utilize an increasingly differentiated 
operational capability will be a powerful asset. We are not wavering from our goal of double 
digit revenue growth and adjusted EBITDA breakeven for 2019––with adjusted EBITDA 
breakeven potentially occurring as early as the fourth quarter of this year, depending on our 
progress.  This milestone will not be easy, however, we believe we are pursuing the right 
initiatives to achieve this goal.  I would now like to discuss some of these key strategies in more 
detail. 
 



Before I delve into our key strategic priorities, a quick update on our multi-product, multi-
channel strategies. These strategies will enable us to expand the reach of our brand by meeting 
new and diverse segments of consumers on their terms. We are focused on serving consumers 
with specific behaviors in mind, whether they are planning a week of meals a few days in 
advance, browsing the aisles of a store, looking for a “grab-and-go” offering on their way home, 
or seeking a product that can be delivered on-demand. As we accelerate this strategy, we are 
deliberate in selecting distribution channels to best serve these distinct consumer mindsets. 
With this framework in mind, I will now provide an update on our latest channel expansion 
initiatives. 
 
First, we remain focused on our opportunities within retail. Since launching a pilot program 
with Costco in early May, we have tested our offering in multiple regions across the country, 
applying learnings to our monthly rotation of recipes to best serve the Costco customer. Today, 
our product is available in approximately 80 locations. While still early in this pilot, the past 
three months have further validated to us the power of Costco’s retail platform.   
 
Second, in the coming months, we plan to test on-demand delivery of Blue Apron meals 
through our own e-commerce platform and third party delivery partners. Among our first 
initiatives is to launch pilots on the east and west coast to generate learnings from these 
programs and incorporate into our strategies. 
 
We view our expansion into new channels as a complement to our existing business.  There is a 
distinct value proposition for our core direct-to-consumer offering––including a more diverse 
product selection, the ability to pre-plan multiple meals simultaneously, an engaging digital 
experience, and delivery to one’s doorstep. That said, we appreciate that many consumers 
prefer to make their dinner choices closer to the occasion. We expect that solving for these 
varying consumer needs and behaviors will expand our overall customer reach.   
 
We will update you on our progress as we pursue these channel expansion initiatives, including 
our Costco and on-demand pilots as well as additional retail opportunities we plan to activate. 
 
Now I will share an update on the three strategic priorities guiding our business:  
 

1. Build an agile and efficient operations infrastructure that serves as a key competitive 
advantage;  

2. Create a diverse product portfolio that consumers can access through multiple channels 
and;  

3. Strengthen and amplify our brand. 
  
As I stated earlier, we continue to gain efficiencies throughout our fulfillment center network 
which has resulted in greater cost savings, increased speed of execution, and improved agility. 
Our margin gains, which have improved sequentially over the past three quarters––as well as 
our ability to fulfill demand created by our pilot with Costco––reinforce our progress. Building 



an agile and efficient fulfillment center and logistics network supports our growth strategy 
while providing a competitive advantage for the business.  
 
While we are pleased with these steady improvements, there are many additional efficiencies 
yet to be realized. In June, we announced the appointment of Alan Blake as our Chief Supply 
Chain Officer. Alan is an accomplished supply chain leader with more than three decades of 
experience at leading consumer packaged goods, beverage, and food companies. Alan has also 
managed an extensive network of both internal and third-party distribution centers, a 
competency that will be valuable to us as we expand our product and channel portfolio. The 
leadership and discipline that Alan brings to Blue Apron are tremendous assets as we work 
toward driving improvements in our end-to-end processes, including further optimizing costs, 
automating additional steps of the fulfillment process, and enhancing the customer experience.  
 
Our ability to be flexible and adaptive to new product offerings, create differentiated customer 
experiences, and achieve our 2019 goal of double-digit revenue growth with breakeven 
adjusted EBITDA is inextricably linked to continuous optimization of our operational 
capabilities. We are extremely pleased to have Alan on board to build upon our recent 
progress. 
 
Now an update on our focus to create new product offerings and expand the channels that 
consumers use to access our brand. Earlier I discussed how we are transforming the business to 
serve consumers with specific needs, behaviors, and purchase considerations in mind.  
 
I will highlight initiatives we have planned––many of which are already underway––to propel 
our direct-to-consumer revenue performance. These actions are directed by two objectives:  
 

1. Expanding our menu offerings to address a wide range of cooking, taste, and dietary 
preferences and;   

2. Strengthening our e-commerce platform to enable a seamless and exceptional 
experience throughout the customer journey.    

 
We are working to bring consumers more choice with new products that are informed by 
extensive data and analytics––in other words, what we know consumers want from us.  
 
For example, this quarter, we increased our recipe and protein options on our Family Plan 
menus to increase flexibility for customers.  
 
We also recently launched two new offerings to select customers that can be purchased on our 
direct-to-consumer platform––our special occasion meal and our summer grilling box, both 
designed for larger gatherings. We will continue to innovate with unique culinary occasions in 
mind leveraging the capabilities we have built to fulfill these needs.  
 
And in the coming months, we will add new customized recipe offerings to our menus. In 
September, coinciding with the back-to-school season, we plan to introduce a selection of 



recipes that can be prepared in 20 to 25 minutes––a significant time saver compared to many 
of our current menu selections. Also in the fall, we plan to offer recipes compliant with 
Whole30, a popular lifestyle program that encourages consuming wholesome, nutritious foods. 
As you may recall, we launched a successful eight-week partnership with Whole30 in January. 
We know, based on extensive feedback, that the Blue Apron Whole30 recipes are a solution for 
health-focused consumers and we look forward to extending this partnership.  
 
We have closely studied behaviors on our direct-to-consumer platform to identify ways we can 
remove friction from the experience to best attract and retain high-affinity customers. For 
example, we plan on shortening the period between when customers make their meal 
selections and when they receive their box. We also plan on allowing customers to easily toggle 
between our two plan offerings––Two-Serving and Family––to better serve their lifestyle needs. 
With our preliminary tests, we have seen encouraging engagement from customers as we 
implement these platform enhancements. Providing an exceptional end-to-end experience for 
our customers is an ongoing priority. We will continue to critically evaluate our platform and 
make any necessary changes to deliver a more seamless customer experience.         
 
As we evolve our product portfolio, we remain committed to sourcing high-quality ingredients 
for our customers and ensuring the health and well-being of animals raised throughout our 
supply chain. In June, we were proud to publicly share the results of these efforts and to 
announce a set of additional goals to drive further progress in our animal welfare work. As part 
of this announcement, we were recognized by Compassion in World Farming, a leading 
international farm animal welfare organization, for our commitment to using higher welfare 
chickens, becoming the first U.S. based company to receive the organization's prestigious 
"Good Chicken Award". 
 
Lastly, I would like to share an update on our work to further strengthen and amplify the Blue 
Apron brand. Building trust and confidence in our brand is a key driver of our growth strategy. 
This quarter, we launched two exclusive partnerships and a series of experiential activations 
across the country to create new touch points that engage consumers.  
 
In May, we announced a partnership with Chrissy Teigen––a New York Times best-selling 
cookbook author widely known as a passionate home cook––that created additional relevance 
for our brand. In late June, we announced a partnership with 20th Century Fox to bring three 
recipes from Bob’s Burgers, the Emmy Award-winning animated series, to our menus. We have 
been pleased with the enthusiasm and widespread interest we received from consumers for 
both of these partnerships, which speak to our ability to align our brand with high-profile 
influencers and demonstrate how we are creating discovery for our customers.   
 
In the second quarter, we also launched Blue Apron Unboxed, a series of national pop-up 
activations intended to bring communities across the country together in celebration of home 
cooking as well as build additional awareness and affinity for our brand. The events included a 
short-term experiential retail location in New York City, movie nights in Austin, Dallas, and 
Minneapolis, and mobile-pop up experiences in Los Angeles, Seattle, and San Francisco. These 



events are opportunities to extend our brand and create physical immersions outside of the 
home where customers typically enjoy our product. We will be launching several additional 
brand activations in the coming months. 
 
Before I turn the call over to Tim, I want to reiterate that we are focused on the priorities we 
expect will have a positive impact on our ability to return the business to a growth trajectory––
evolving and expanding our existing product portfolio, enhancing our overall customer 
experience, and continuing to launch our retail and on-demand offerings––all fueled by our 
increasingly differentiated operational capabilities.  
 
Our focus is on the future––building the foundation for long-term sustainable growth.  While 
our transition is taking longer than we expected, our teams are driving toward our goals for the 
business––all while exerting sound financial discipline. 
 
Tim, I now turn the call over to you. 
 
TIM BENSLEY (Chief Financial Officer): 
Thanks Brad and good morning everyone. It’s great to be at Blue Apron and partnering closely 
with Brad and the team to advance our strategies with a particular focus on: 
 

1. Driving sustainable top-line growth across multiple products and channels; 
2. Gaining additional COGS efficiencies; 
3. Prudently managing expenses; 
4. And, optimizing the business for value creation. 

 
As someone who has been at consumer-centric companies for over three decades, I’m 
confident that we are making the right strategic improvements in the business to benefit the 
organization long-term. We expect many of these actions to favorably impact our financial 
performance later this year and pave the way for a strong 2019. 
 
As Brad mentioned, our leadership team is now fully in place and in the weeks that we have 
been together, we’ve already begun implementing several initiatives to accelerate growth in 
the core business and pursue opportunities across new distribution channels. The team is 
aligned on the immediate work ahead to reach the levels of performance that we expect of 
ourselves and is highly focused on driving results.  
 
Turning to our second quarter performance, net revenue was $180M, compared to $238M in 
the year-ago period and $197M in the first quarter reflecting, in part, the seasonal cadence of 
the business. In the second half of last year, we deliberately prioritized operational stability to 
ensure a better customer experience and position us for the future. Fast forward to today—
while that action resulted in near-term revenue headwinds, it enabled us to solidify a strong 
operational foundation that allows us to capitalize on strategic opportunities. Simultaneously, 
we are taking decisive actions to reinvigorate our direct-to-consumer platform.  This includes 



implementing the customer-focused strategies that Brad mentioned, such as broadening and 
improving our product portfolio while creating a frictionless customer experience. 
 
On the cost side, COGS, excluding depreciation & amortization as a % of net revenue, improved 
400 bps over the prior year to 64.7%, primarily due to efficiencies in food costs resulting from 
enhanced planning processes. COGS improved 110 bps quarter-over-quarter largely from 
increased efficiencies in labor and shipping costs, which more than offset our typical increased 
summer packaging costs.  
 
As part of our ongoing effort to effectively manage costs and provide an enhanced customer 
experience, we recently signed a new multi-year contract with our largest transportation and 
logistics provider, FedEx. We anticipate this action will consolidate and increase efficiencies in 
much of our last-mile delivery network. We are proud of this operational milestone, particularly 
given the significant pricing challenges in today’s transportation environment.  
 
Marketing, as a percentage of net revenue, was 19.3% in the second quarter compared to the 
prior year of 14.5% and 20.0% in the first quarter of 2018. In the second quarter, we remained 
deliberate in our spend with a focus on efficiency as well as investments in influential brand 
partnerships and experiential activations. As the year progresses, we will continue to align our 
marketing efforts closely with the product and channel launch strategies we expect to unveil 
throughout the remainder of 2018.  
 
Product, Technology and G&A, or PTG&A, costs decreased 22% year-over-year to $51M, 
reflecting our commitment to tightly manage costs, particularly in personnel and overhead, 
with a slight increase in PTG&A costs quarter-over-quarter. We will continue to pursue 
opportunities to optimize our cost structure in the second half of 2018. 
 
Driven by expense management and ongoing COGS efficiencies, we improved second quarter 
adjusted EBITDA by 27% to a loss of $17.5M, compared to the prior year. Our adjusted EBITDA 
performance in the second quarter was relatively consistent with the first quarter, despite the 
expected seasonal trends in our business.  
 
Finally, our cash flow profile continues to improve in both the second quarter and year-to-date 
as a result of narrowing our adjusted EBITDA loss and the significant reduction in capex spend 
vs. the prior year. We are investing prudently—and now expect full-year capex to be in the low-
end of our $20M to $25M range. We are proactively working toward refinancing our revolving 
credit facility given our improving cash flow and our path to break-even adjusted EBITDA. We 
expect to provide additional updates as these efforts progress. 
 
Turning to our financial outlook for the remainder of 2018, we now expect net revenue will 
take longer to return to growth than originally anticipated with net revenue declining year-
over-year in both the third quarter and, to a lesser extent, in the fourth quarter as we 
implement the customer-focused strategies we spoke of earlier. 
 



Despite this lower revenue outlook, we remain confident in our ability to drive bottom line 
performance led by additional operational efficiencies in COGS and PTG&A savings. COGS as a 
percentage of net revenue is still anticipated to be approximately 65% to 66% in 2018, a 500 to 
600 bps improvement from 2017. As a result of the slower recovery in revenue and improved 
outlook on costs, we now expect full year net loss for 2018 to be in the range of $135M to 
$140M and adjusted EBITDA loss of $65M to $70M—a year-over-year improvement of 
approximately 50%. 
 
Specifically for the third quarter, we currently project: 

1. Net revenue to be approximately $150M to $160M;  
2. Marketing spend as a % of net revenue of 17% to 18%; 
3. COGS, excluding depreciation and amortization, as a percentage of net revenue, to be in 

the range of 67% to 68% with higher seasonal packaging costs during the peak summer 
months;  

4. Net loss of approximately $40M to $45M and adjusted EBITDA loss of approximately 
$20M to $25M.  

 
In summary, our now fully formed leadership team is intensely focused on execution against 
our strategic initiatives. The expansion of our multi-product, multi-channel strategy and the 
execution of our plans to further improve our direct-to-consumer offering are examples of the 
growth opportunities ahead. We are also committed to making significant progress on bottom-
line performance with our focus on operating efficiencies and cost savings continuing to reduce 
losses on our path to adjusted EBITDA break even. 
 
Thank you. With that, Brad and I will now take your questions. 
 


