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Item 2.02

Results of Operations and Financial Condition.

On May 16, 2022, AutoWeb, Inc., a Delaware corporation (“AutoWeb” or “Company”), announced in a press release its financial results for the
quarter ended March 31, 2022. A copy of AutoWeb’s press release announcing these financial results is attached as Exhibit 99.1 to this Current Report on
Form 8-K.
In connection with the press release, the Company also held a conference call that was webcast on May 16, 2022. A transcript of that call is
attached as Exhibit 99.2 to this Current Report on Form 8-K.
The attached press release and transcript contain information that includes “Adjusted EBITDA,” a non-GAAP financial measure as defined in
Regulation G adopted by the Securities and Exchange Commission. The Company defines Adjusted EBITDA as net loss before interest, taxes,
depreciation, amortization, non-cash stock-based compensation, non-cash gains or losses, and other extraordinary items. The Company’s management
believes that presenting Adjusted EBITDA provides useful information to investors regarding the underlying business trends and performance of the
Company’s ongoing operations, as well as providing for more consistent period-over-period comparisons. This non-GAAP measure also assists
management in its operational and financial decision-making and monitoring the Company’s performance. In addition, the Company uses Adjusted
EBITDA as a measure for determining incentive compensation targets. Adjusted EBITDA is used in addition to and in conjunction with results presented
in accordance with GAAP and should not be relied upon to the exclusion of GAAP financial measures. Management strongly encourages investors to
review the Company’s consolidated financial statement in their entirety and to not rely on any single financial measure. A table providing a reconciliation
of Adjusted EBITDA to the most comparable GAAP financial measure is included at the end of the press release attached as Exhibit 99.1 to this Current
Report on Form 8-K.
The attached press release and transcript are incorporated herein solely for purposes of this Item 2.02 disclosure. The information furnished
pursuant to this Item 2.02, including the exhibits attached hereto, shall not be deemed to be filed for purposes of Section 18 of the Securities Exchange Act
of 1934, as amended (“Exchange Act”), or otherwise subject to the liabilities of that section, nor shall it be incorporated by reference into any filings under
the Securities Act of 1933, as amended, or the Exchange Act, regardless of any incorporation by reference language of such filing. In addition, the press
release and transcript furnished as exhibits to this report include “safe harbor” language pursuant to the Private Securities Litigation Reform Act of 1995,
stating that certain statements about AutoWeb’s business contained in the press release and transcript are “forward-looking” rather than “historic.”
Item 5.02

Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements
of Certain Officers.

On May 16, 2022, Chan W. Galbato notified the Chairman of the Company’s Board of Directors (“Board”) that, effective immediately, he was
resigning his position as a member of the Board. Mr. Galbato was a member of the Board’s Audit Committee, Compensation Committee, and Corporate
Governance and Nominations Committee.
Item 9.01

Financial Statements and Exhibits.
d. Exhibits
99.1 Press Release dated May 16, 2022
99.2 Transcript of AutoWeb, Inc.’s Conference Call dated May 16, 2022
104 Cover Page Interactive Data Filed (embedded within the Inline XBRL document)

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
Date: May 18, 2022
AUTOWEB, INC.
By:

/s/ Glenn E. Fuller
Glenn E. Fuller
Executive Vice President, Chief Legal Officer and
Secretary

Exhibit 99.1

AutoWeb Reports First Quarter 2022 Results
- Macroeconomic Headwinds Persist, Announces Special Committee of the Board of Directors to Explore Strategic Alternatives for the Company TAMPA, Fla. – May 16, 2022 – AutoWeb, Inc. (Nasdaq: AUTO), an automotive matchmaking platform connecting in-market car shoppers to their
preferred vehicle transactions, is reporting financial results for the first quarter ended March 31, 2022.
First Quarter 2022 Financial Summary
Q1 2022
$
$

Total Revenues (millions)
Gross Profit (millions)
Gross Margin
Net Loss (millions)
Net Loss per share
Adjusted EBITDA1 (millions)

Q4 2021
19.1
3.9
20.4%
(4.3)
(0.32)
(2.8)

$
$
$

$
$

Q1 2021
17.8
3.5
19.8%
(2.6)
(0.20)
(1.3)

$
$
$

$
$

17.9
5.8
32.5%
0.3
0.02
0.2

$
$
$

First Quarter 2022 Key Operating Metrics
Q1 2022

Q4 2021

15.3
0.9
1,589
104,000
30.5
5.6

Lead Traffic2 (millions)
Lead Volume3 (millions)
Retail Dealer Count4
Retail Lead Capacity5
Click Traffic6 (millions)
Click Volume7 (millions)

Q1 2021

14.0
0.9
1,581
103,000
23.7
4.3

19.1
1.2
1,777
111,000
23.2
5.3

CarZeus Quarterly Operating Metrics
Q1 2022
Vehicles Purchased
Vehicles Sold
Average Sales Price Per Unit Sold
Average Gross Profit Per Unit Sold

$
$

199
219
19,869
663

Q4 2021

$
$

237
195
19,081
1,020

Q3 2021

$
$

126
115
13,949
1,380

Management Commentary
“The overall environment within the automotive market continued to degrade during the first quarter, triggering a 50-year low in buying conditions for
vehicles, according to data procured by the University of Michigan,” said Jared Rowe, president and CEO of AutoWeb. “As a result, we continued our
focus on curtailing media spend to operate in-line with evolving market conditions. Leads continued to be challenged due to the persistently low new
vehicle inventory, while our click traffic increased as we grew our total number of publishers in an environment where consumers are searching far and
wide for favorable pricing.

1 Refer to the note below about Non-GAAP financial measures.
2 Lead traffic = total visits to AutoWeb’s owned lead websites.
3 Lead volume = total new and used vehicle leads invoiced to retail and wholesale customers.
4 Retail dealer count = the number of franchised dealers contracted for delivery of retail new vehicle leads plus the number of vehicle dealers (franchised

or independent) contracted for delivery of retail used vehicle leads.
5 Retail lead capacity = the number of new and used vehicle leads contracted for by new or used retail vehicle dealers that the dealers wish to receive
each month (i.e., “targets”) at the end of the applicable quarter.
6 Click traffic = total visits to AutoWeb’s owned click referral websites and AutoWeb's Click Traffic Affiliate Network websites.
7 Click volume = the number of times during the applicable quarter that consumers clicked on advertisements on AutoWeb’s owned click referral
websites and on AutoWeb's Click Traffic Affiliate Network websites.
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“The unfavorable macro-economic conditions continue to significantly impact our operating cash flows. As a result, we’ve announced our board of
directors has created a special committee to evaluate strategic alternatives for the company. Given the current financial constraints we are operating under,
we have made the difficult decision to suspend our CarZeus used vehicle acquisition operations and furlough our employees within that segment. We still
believe there is long-term growth potential for used vehicle acquisition within our digital media platform, but given the cash requirements to continue to
grow the business, we made this decision to suspend its operations in an effort to conserve cash. We continue to believe in the underlying long-term value
of our platform and will work tirelessly in our efforts to guide this business through these difficult times.”
Going Concern and Review of Strategic Alternatives
As disclosed in the company’s Form 10-Q for the first quarter ended March 31, 2022, as a result of the company’s cash and liquidity position and other
factors disclosed in the Form 10-Q, management has concluded that it has substantial doubt about the company’s ability to continue as a going concern for
a period of one year after the financial statements included in the Form 10-Q were issued. In addition, a special committee of the board of directors has
been created to explore strategic alternatives for the company. The special committee will consider a full range of operational, financial and other strategic
alternatives and has retained Houlihan Lokey Capital, Inc. as its financial advisor to assist with this process. Strategic alternatives that may be explored or
evaluated as part of this process include, but are not limited to, seeking debt or equity financing; sale or divestiture transactions, including a sale of the
company or its assets; partnering/licensing transactions; and restructuring of the company’s debt and operations, including the possibility that the company
may seek protection under the U.S. Bankruptcy Code. Pending the outcome of the special committee’s process, the company’s management is evaluating
and implementing actions to address the Company’s near-term cash and liquidity needs.
The company’s ability to continue as a going concern is contingent upon the successful execution of strategic alternatives and management’s near-term
operating plans. There can be no assurance that the company will be successful in achieving any strategic alternative or management’s near-term operating
plans.
The special committee and the company’s management team, working with the company’s financial, legal and other advisers, plan to proceed in a timely
and orderly manner, but have not set a definitive timetable for completion of this process, nor have there been any decisions related to strategic alternatives
at this time. The company undertakes no obligation to provide further disclosure regarding developments or the status of the special committee’s process or
management’s near-term operating plans and does not intend to make such disclosure unless and until events warrant such disclosure or further disclosure
is legally required.
Investors are encouraged to review the company’s Form 10-Q at www.autoweb.com (click on “Investors” and then click on “SEC Filings”).
First Quarter 2022 Financial Results
Total revenues in the first quarter of 2022 increased 7% to $19.1 million compared to $17.9 million in the year-ago quarter. The increase was primarily a
result of the incremental revenue generated through the company’s used vehicle acquisition business, which was acquired on July 31, 2021, offset by lower
volume in the company’s leads business.
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Gross profit in the first quarter of 2022 was $3.9 million compared to $5.8 million in the year-ago quarter. As a percentage of revenue, gross profit was
20.4% compared to 32.5%. The decrease in gross profit was primarily driven by the company having a higher percentage of revenue generated from the
used vehicle acquisition business, which produces a lower gross profit margin compared to the core leads business.
Total operating expenses in the first quarter of 2022 were $7.8 million compared to $6.9 million in the year-ago quarter. The increase was primarily a result
of an uptick in sales and marketing expenses, as well as additional hiring of personnel, to bolster the used vehicle acquisition business.
Net loss in the first quarter of 2022 was $4.3 million or $(0.32) per share, compared to a net income of $0.3 million or $0.02 per share in the year-ago
quarter. The decrease was primarily driven by the aforementioned decline in gross profit and increase in operating expenses, along with the prior year
period including a $1.4 million benefit recorded for the company’s forgiven Payment Protection Program (PPP) loan.
Adjusted EBITDA in the first quarter of 2022 was $(2.8) million compared to $0.2 million in the year-ago quarter of 2021 (see “Note about Non-GAAP
Financial Measures” below for further discussion).
At March 31, 2022, cash, cash equivalents and restricted cash totaled $8.1 million compared to $11.6 million at December 31, 2021.
At March 31, 2022, AutoWeb had an outstanding balance of $9.1 million on its revolving credit facility with CIT Northridge Credit compared to $10
million at December 31, 2021.
Conference Call
AutoWeb will hold a conference call today at 5:00 p.m. Eastern time to discuss its first quarter results, followed by a question-and-answer session.
Date: Monday, May 16, 2022
Time: 5:00 p.m. Eastern time (2:00 p.m. Pacific time)
Toll-free dial-in number: 1-877-852-2929
International dial-in number: 1-404-991-3925
Conference ID: 3084846
The conference call will also be broadcast live here and at www.autoweb.com (click on “Investors” and then click on “Events & Presentations”). Please
visit the website at least 15 minutes prior to the start of the call to register and download any necessary software. For those who will be joining the call by
phone, please call the conference telephone number 5-10 minutes prior to the start time, and an operator will register your name and organization. If you
have any difficulty connecting with the conference call, please contact Gateway Group at 1-949-574-3860.
A replay of the conference call will be available after 8:00 p.m. Eastern time on the same day through May 23, 2022. The call will also be archived in the
Investors section of the company’s website for one year.
Toll-free replay number: 1-855-859-2056
International replay number: 1-404-537-3406
Replay ID: 3084846
Tax Benefit Preservation Plan
At December 31, 2021, the company had approximately $110.7 million in available net operating loss carryforwards (NOLs) for U.S. federal income tax
purposes. AutoWeb reminds stockholders about its Tax Benefit Preservation Plan dated May 26, 2010, as amended (the “Plan”) between the company and
Computershare Trust Company, N.A., as rights agent.
The Plan was adopted by the company’s board of directors to preserve the company’s NOLs and other tax attributes, and thus reduce the risk of a possible
change of ownership under Section 382 of the Internal Revenue Code. Any such change of ownership under Section 382 would limit or eliminate the
ability of the company to use its existing NOLs for federal income tax purposes. In general, an ownership change will occur if the company’s 5%
shareholders, for purposes of Section 382, collectively increase their ownership in the company by an aggregate of more than 50 percentage points over a
rolling three-year period. The Plan is designed to reduce the likelihood that the company experiences such an ownership change by discouraging any
person or group from becoming a new 5% shareholder under Section 382. Rights issued under the Plan could be triggered upon the acquisition by any
person or group of 4.9% or more of the company’s outstanding common stock and could result in substantial dilution of the acquirer’s percentage
ownership in the company. There is no guarantee that the Plan will achieve the objective of preserving the value of the company’s NOLs.
As of March 31, 2022, there were 14,051,149 shares of the company’s common stock, $0.001 par value, outstanding. Persons or groups considering the
acquisition of shares of beneficial ownership of the company’s common stock should first evaluate their percentage ownership based on this revised
outstanding share number to ensure that the acquisition of shares does not result in beneficial ownership of 4.9% or more of outstanding shares. For more
information about the Plan, please visit investor.autoweb.com/financial-information/tax.
About AutoWeb, Inc.
AutoWeb, Inc. provides high-quality consumer leads, clicks and associated marketing services to automotive dealers and manufacturers throughout the
United States. The company also provides consumers with robust and original online automotive content to help them make informed car-buying decisions.
The company pioneered the automotive Internet in 1995 and has since helped tens of millions of automotive consumers research vehicles; connected
thousands of dealers nationwide with motivated car buyers; and has helped every major automaker market its brand online.
Investors and other interested parties can receive AutoWeb news alerts and special event invitations by accessing the online registration form at
http://investor.autoweb.com/alerts.cfm.
Note about Non-GAAP Financial Measures
AutoWeb has disclosed Adjusted EBITDA in this press release, which is a non-GAAP financial measure as defined by SEC Regulation G. The company
defines Adjusted EBITDA as net loss before interest, taxes, depreciation, amortization, non-cash stock-based compensation, non-cash gains or losses, and
other extraordinary items. A table providing a reconciliation of Adjusted EBITDA is included at the end of this press release.

The company’s management believes that presenting Adjusted EBITDA provides useful information to investors regarding the underlying business trends
and performance of the company’s ongoing operations, as well as providing for more consistent period-over-period comparisons. This non-GAAP measure
assists management in its operational and financial decision-making and monitoring the company’s performance. In addition, we use Adjusted EBITDA as
a measure for determining incentive compensation targets. Adjusted EBITDA is used in addition to and in conjunction with results presented in accordance
with GAAP and should not be relied upon to the exclusion of GAAP financial measures. Management strongly encourages investors to review the
company’s consolidated financial statements in their entirety and to not rely on any single financial measure.
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Forward-Looking Statements Disclaimer
The statements contained in this press release or that may be made during the conference call described above that are not historical facts are forwardlooking statements under the federal securities laws. Words such as “anticipates,” “could,” “may,” “estimates,” “expects,” “projects,” “intends,” “pending,”
“plans,” “believes,” “will” and words or phrases of similar substance, or the negative of those words, used in connection with any discussion of future
operations, financial performance, plans, events, trends or circumstances can be used to identify some, but not all, forward-looking statements. In
particular, statements regarding plans, expectations and opportunities, new product expectations and capabilities, projections, statements regarding future
events, and our outlook regarding our performance and growth are forward-looking statements. These forward-looking statements, including, that (i) the
company continues to believe in the underlying long-term value of its platform and will work tirelessly in its efforts to guide the business through these
difficult times; and (ii) strategic alternatives that may be explored or evaluated as part of the company’s special committee process include, but are not
limited to seeking debt or equity financing; sale or divestiture transactions, including a sale of the company or its assets; partnering/licensing transactions;
and restructuring of the company’s debt and operations, including the possibility that the company may seek protection under the U.S. Bankruptcy Code, ‐‐
are not guarantees of future performance, results, or outcomes and involve assumptions and risks and uncertainties that are difficult to predict. Actual
outcomes and results may differ materially from what is expressed in, or implied by, these forward-looking statements. AutoWeb undertakes no obligation
to update publicly any forward-looking statements, whether as a result of new information, future events or otherwise. Among the important factors that
could cause actual results or outcomes to differ materially from those expressed in, or implied by, the forward-looking statements are changes in general
economic conditions; the financial condition of automobile manufacturers and dealers; disruptions in automobile production; changes in fuel prices; the
economic impact of natural or human-caused disasters, including extreme weather, civil and political unrest, and armed hostilities; failure of our internet
security measures; dealer attrition; pressure on dealer fees; increased or unexpected competition; the failure of new products and services to meet
expectations; failure to retain key employees or attract and integrate new employees; actual costs and expenses exceeding charges taken by AutoWeb;
changes in laws and regulations; costs of legal matters, including, defending lawsuits and undertaking investigations and related matters; and other matters
disclosed in AutoWeb’s filings with the Securities and Exchange Commission. Investors are strongly encouraged to review the company’s Annual Report
on Form 10-K for the year ended December 31, 2021 and Quarterly Report on Form 10-Q for the quarter ended March 31, 2022, including the factors
discussed under the “Risk Factors” heading in the Form 10-K and Form 10-Q, and other filings with the Securities and Exchange Commission for a
discussion of risks and uncertainties that could affect the business, operating results or financial condition of AutoWeb and the market price of the
company’s stock.
Company Contact
Carlton Hamer
Chief Financial Officer
949-225-4528
carlton.hamer@autoweb.com
Investor Relations Contact:
Cody Cree
Gateway Group, Inc.
949-574-3860
AUTO@gatewayir.com
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AUTOWEB, INC.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share data)

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net of allowances for bad debts and customer creditsof $49 and $101 at March 31,
2022 and December 31, 2021, respectively
Vehicle inventory
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Right-of-use assets
Intangibles assets, net
Other assets
Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable
Borrowings under revolving credit facility
Accrued employee-related benefits
Other accrued expenses and other current liabilities
Current portion of lease liabilities
Current portion of financing debt
Total current liabilities
Lease liabilities, net of current portion
Total liabilities

March 31
2022
(Unaudited)
$

$

$

December 31,
2021

3,792
4,317
10,881
480
631
20,101
3,900
1,822
3,340
474
29,637

7,249
9,108
1,517
717
729
48
19,368
1,303
20,671

$

$

$

7,315
4,314
11,433
1,076
998
25,136
3,853
1,993
3,634
516
35,132

7,705
10,001
1,782
610
781
64
20,943
1,432
22,375

Commitments and contingencies
Stockholders' equity
Preferred stock, $0.001 par value; 11,445,187 shares authorized
Series A Preferred stock, 2,000,000 shares authorized, none issued and outstanding at March 31, 2022
and December 31, 2021, respectively
Common stock, $0.001 par value; 55,000,000 shares authorized; 14,051,149 and 13,489,482 shares
issued and outstanding at March 31, 2022 and December 31, 2021, respectively
Additional paid-in capital
Accumulated deficit
Total stockholders' equity
Total liabilities, minority interest and stockholders' equity
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-

$

14
368,683
(359,731)
8,966
29,637 $

13
368,168
(355,424)
12,757
35,132

AUTOWEB, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands, except share and per share data)
Three Months Ended
March 31,
2022
2021
Revenues:
Lead generation
Digital advertising
Used vehicle sales
Total revenues
Cost of revenues:
Cost of revenues - lead generation and digital advertising
Cost of revenues - used vehicles
Total cost of revenues
Gross profit

$

Operating Expenses
Sales and marketing
Technology support
General and administrative
Depreciation and amortization
Total operating expenses
Operating loss
Interest and other (expense) income:
Interest (expense) income, net
Other income
Gain (loss) before income tax provision
Income taxes provision
Net income (loss)
Basic loss per common share
Diluted loss per common share
Shares used in computing net loss per share:
Basic
Diluted

10,576
4,137
4,351
19,064

14,186
3,694
17,880

10,954
4,206
15,160
3,904

12,071
12,071
5,809

2,650
1,533
3,562
65
7,810
(3,906)

2,200
1,367
3,132
204
6,903
(1,094)

$

(266)
(9)
(4,181)
126
(4,307) $

(251)
1,655
310
310

$
$

(0.32) $
(0.32) $

0.02
0.02

13,295
13,295
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$

13,177
13,317

AUTOWEB, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(amounts in thousands)
Three Months Ended March 31,
2022
2021
Cash flows from operating activities:
Net (loss) income
Adjustments to reconcile net income (loss) to net cash used in operating activities:
Depreciation and amortization
Provision for bad debts and customer credits, net of recoveries
Forgiveness of PPP Loan
Share-based compensation
Amortization of Right-of-use assets
Deferred income taxes
Changes in assets and liabilities
Accounts receivable
Prepaid expenses and other current assets
Vehicle inventory
Other non-current assets
Accounts payable
Accrued expenses and other current liabilities
Lease Liabilities
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Purchases of property and equipment
Purchase of intangible asset
Net cash used in provided by investing activities
Cash flows from financing activities:
Borrowings under CNC credit facility
Payments under CNC credit facility
Proceeds from exercise of stock options
Payments under financing agreement
Net cash provided by (used in) financing activities
Net increase in cash and cash equivalents and restricted cash
Cash and cash equivalents and restricted cash at beginning of period
Cash and cash equivalents and restricted cash at end of period
RECONCILIATION OF CASH AND CASH EQUIVALENTS AND RESTRICTED CASH
Cash and cash equivalents at beginning of period
Restricted cash at beginning of period
Cash and cash equivalents and restricted cash at beginning of period
Cash and cash equivalents at end of period
Restricted cash at end of period
Cash and cash equivalents and restricted cash at end of period

(4,307)

$
$
$
$

Supplemental disclosures of cash flow information:
Cash paid for interest
Supplemental disclosure of non-cash investing and financing activities:
Purchases on account related to capitalized software
Right-of-use assets obtained in exchange for operating lease liabilities
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310

569
(33)
516
241
110

641
(40)
(1,384)
499
224
-

585
367
596
42
(569)
(193)
(251)
(2,327)

79
157
91
598
(583)
(242)
350

(209)
(75)
(284)

(66)
(66)

18,627
(19,520)
(16)
(909)
(3,520)
11,629
8,109

18,144
(18,121)
126
(15)
134
418
15,107
15,525

7,315
4,314
11,629

$

3,792
4,317
8,109

$

$

$

10,803
4,304
15,107
11,218
4,307
15,525

216

215

113
70

300
-

AUTOWEB, INC.
RECONCILIATION OF ADJUSTED EBITDA
(Amounts in thousands)

March 31, 2022
Net income (loss)
Depreciation and amortization
Interest income
Interest expense
Other income (expense)
Federal, state and local taxes
Non-cash stock compensation expense
(Gain)/loss on PPP Loan Forgiveness
(Gain)/loss on insurance reimbursement
Adjusted EBITDA
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$

(4,307)

$

569
(3)
269
9
147
516
(2,800)

Three Months Ended
December 31,
2021
$

(2,609) $

$

564
(3)
264
2
19
472
(1,291) $

March 31, 2021
310
640
(3)
253
19
43
499
(1,394)
(216)
151

Exhibit 99.2

AutoWeb, Inc. Q1 2022 Earnings Call Transcript Call Participants
EXECUTIVES
Carlton D. Hamer
Executive VP & CFO
Jared R. Rowe
CEO, President & Director
ANALYSTS
Edward Moon Woo
Ascendiant Capital Markets LLC, Research Division
Eric Martinuzzi
Lake Street Capital Markets, LLC, Research Division
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
ATTENDEES
Cody Cree
Gateway Group, Inc.

Presentation
Operator
Good afternoon, everyone, and thank you for participating in today's conference call to discuss AutoWeb's financial results for the first quarter ended
March 31, 2022. Joining us today are AutoWeb's President and CEO, Jared Rowe; the company's CFO, Carlton Hamer; and the company's outside Investor
Relations adviser, Cody Cree, with Gateway Group. [Operator Instructions]
I would now like to turn the call over to Mr. Cree for some introductory comments.
Cody Cree
Gateway Group, Inc.
Thank you, Sabby. Before I introduce Jared, I remind you that during today's call, including the question-and-answer session, statements that are not
historical facts, including any projections, statements regarding future events or future financial performance or statements of intent or belief, are forwardlooking statements and are covered by the safe harbor disclaimers contained in today's press release and the company's public filings with the SEC.
Actual outcomes and results may differ materially from what is expressed in or implied by these forward-looking statements. Specifically, please refer to
the company's Form 10-Q for the period ended March 31, 2022, as well as other filings made by AutoWeb with the SEC from time to time. These filings
identify factors that could cause results to differ materially from those forward-looking statements.
Please also note that during this call, management will be disclosing adjusted EBITDA. This is a non-GAAP financial measure as defined by SEC
Regulation G. A reconciliation of this non-GAAP financial measure to the most directly comparable GAAP measure, a statement disclosing the reasons
why company management believes that adjusted EBITDA provides useful information to investors regarding the company's financial condition and results
of operations are included in today's press release that is posted on the company's website.
And with that, I will now turn the call over to Jared. Jared, floor is yours.
Jared R. Rowe
CEO, President & Director
Thank you, Cody, and good afternoon, everyone. Before addressing the going concern and review of strategic alternatives that was announced today, I want
to provide context to the overall macro environment and a high-level overview of the quarter.
The automotive market has continued to face severe headwinds. We're seeing industry-wide low consumer sentiment, rising interest rates, high inflation
and overall just an uncertain economy that saw U.S. GDP contract by 1.4% in the first quarter.
In past calls, I have mentioned several key metrics that gauge the automotive industry's performance. One of them being the seasonally adjusted annualized
rate of new car, new vehicle sales or SAAR as it's called in the industry. These numbers are tracked by several sources. We tend to focus on the one that's
tracked by the Federal Reserve.
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While we saw a slight recovery in January SAAR, it quickly retracted back to the low levels that we've seen, we had seen since Q3 of last year, during
February and March. So again, while we got a little bit of a bump in January SAAR, February SAAR and March SAAR returned to what were fairly low
levels for an industry.
While consumers are still in the market searching for vehicles, it is taking them twice as long to make a purchase decision compared to pre-pandemic
conditions as a result of low available inventory for new vehicles, higher used vehicle prices and an increase in interest rates.
With prices continuing to rise, as we all know, inflation hit a 40-year high in January according to data gathered by the Bureau of Labor Statistics and
looking at -- and then looking at data tracked by the University of Michigan, we've seen overall buying conditions for vehicles having reached a 50-year
low. Simply put, the automotive market has continued to face significant challenges.
Reviewing what we were able to accomplish this quarter within the core business, we did see some minor improvement in market conditions in January,
like I stated earlier. However, with macroeconomic events unfolding in February and March, we landed softer at the end of the quarter compared to how we
started. By capitalizing on some of that favorable early quarter momentum, we saw sequential growth in retail dealer count as well as our lead traffic, while
maintaining reduced media spends that we've really focused on to operate in line with the overall macro environment.
There are several bright spots within our Digital Media segment, including year-over-year increases in digital ads revenue, click traffic and click volume.
Now in terms of the used vehicle acquisition side of the business, we continue to make good progress, refining our funnel conversion rates and optimizing
our marketing efficiency, which led to a significant decrease in our overall cost per lead.
That momentum carried into this quarter with us purchasing more vehicles in April than we had in any prior months since owning this asset. Despite the
progress we've made with expansion and optimization within used vehicle acquisition as well as the long-term potential we still see in this segment, I think
that's really important. We see a tremendous amount of long-term potential in this segment. We have made the very difficult decision to suspend our
CarZeus operations.
So now let's address the going concern and the review of the strategic alternatives that we've disclosed in our Form 10-Q, which was filed with the SEC
earlier today. We've been talking for a while now on these calls about the economic headwinds we've been facing over the last couple of years. And
unfortunately, there are no current indicators signaling a recovery in automotive market conditions anytime soon. We've experienced continued losses and
worked through our cash supply at a faster rate than quite frankly we anticipated.
These factors resulted in the disclosure found in today's press release and Form 10-Q that our management team has substantial doubt about the company's
ability to continue as a going concern. In addition to the going concern, our Board has established a special committee that has been tasked with evaluating
strategic alternatives. As I just mentioned, these factors resulted in our decision to suspend CarZeus operations and furlough our employees within this
segment. This was not a decision we made lightly.
I remain steadfast in my belief that AutoWeb has the potential to drive long-term value as an automotive matchmaking platform. But suspending CarZeus
operations was necessary to support the viability of our core lead and click operations. As we move forward with this process, we will work tirelessly to
guide AutoWeb through these difficult times while being incredibly mindful of our cost structure to conserve cash.
I will return to discuss how we view our path forward. But I'm going to pass it over to Carlton to walk us through the first quarter financial results in a bit
more detail. Carlton, over to you.
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Carlton D. Hamer
Executive VP & CFO
Thank you, Jared, and good afternoon, everyone. Let's jump right into our first quarter results.
Total revenue in the first quarter increased 7% to $19.1 million from $17.8 million last quarter and from $17.9 million in the year ago quarter. The increase
was primarily the result of the incremental revenue generated through the company's used vehicle acquisition business, offset by lower volume in our leads
business.
Industry challenges continued to impact our automotive digital marketing segment, which for the first quarter totaled $14.7 million, up from $14.1 million
in the last quarter and down from $17.9 million in the year ago quarter. Within the automotive digital marketing segment, our leads revenue in the first
quarter totaled $10.6 million, which is down compared to both $10.7 million in the last quarter and $14.2 million in the year ago quarter.
Total retail dealer count for the first quarter came in at 1,589 dealers, up slightly from 1,581 in Q4 and down from 1,777 in the year ago quarter.
Moving to our digital advertising revenues, primarily click revenue within the automotive digital marketing segment. In the first quarter, digital advertising
grew to $4.1 million, an increase of 21% from $3.4 million in the fourth quarter and 12% from $3.7 million in the year ago quarter.
Turning to the gross profit line. Our consolidated first quarter gross profit was $3.9 million, which was up from $3.5 million in the last quarter and down
from $5.8 million in the year ago quarter. First quarter gross margin came in at 20.5%, which was up from 19.8% last quarter and down from 32.5% in the
year ago quarter. The decrease compared to the year ago quarter is driven by an increase of attributable to revenue from our used vehicle acquisition
business, which inherently comes in at lower margins.
Margins in this business were compressed this quarter due to staffing challenges and as we refined our overall operating process. Consolidated operating
expenses for the first quarter were $7.8 million compared to $5.9 million in the fourth quarter and $6.9 million in the year ago quarter. The increased
spending was due to the timing of expense adjustments for the company's discretionary annual incentive compensation plan as well as additional personnel
costs primarily in the used vehicle acquisition business.
Consolidated net loss in the first quarter was $4.3 million or $0.32 per share compared to a net loss of $2.6 million or $0.28 per share last quarter and net
income of $300,000 or $0.02 per share in the year ago quarter. The decrease was driven by the aforementioned decline in gross profit and increase in
operating expenses along with the $1.4 million benefit related to the forgiveness of the company's PPP loan included in the prior year period.
Adjusted EBITDA in the first quarter was a loss of $2.8 million compared to a loss of $1.3 million in the last quarter and a gain of $200,000 in the year ago
quarter. At March 31, 2022, cash and cash equivalents and restricted cash stood at $8.1 million compared to $11.6 million at December 31, 2021. Our cash
and cash equivalents net of restricted cash stood at $3.8 million at March 31, 2022, down from $3.5 million from December 31, 2021.
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At March 31, 2022, we had an outstanding balance of $9.1 million on our revolving credit facility with CIT Northbridge Credit compared to $10 million at
December 31, 2021. As Jared mentioned earlier, the Board of Directors has established a special committee to explore strategic alternatives for the
company.
As we have previously disclosed, our credit facility with CIT Northbridge Credit expires in March of 2023. While we plan to work to extend that
agreement, we are also experiencing cash burn in excess of what we had originally planned. As a result, without an infusion of capital or some other
transaction, the company may not have the cash needed to continue operations.
To this end, we have included disclosures around going concern in our 10-Q. The special committee will consider a full range of operational, financial and
other strategic alternatives in their process. While we cannot assure that this work will result in a successful outcome, we have committed to a diligent cost
management structure and remain focused on operating in a lean and efficient manner as we move forward. That concludes my remarks.
I'm going to pass the call back to Jared to provide commentary on our strategic efforts and path forward.
Jared R. Rowe
CEO, President & Director
Thanks, Carlton. All right. So what happens next for AutoWeb? With our special committee beginning the evaluation process, they will consider a full
range of strategic alternatives. In fact, the special committee has already retained Houlihan Lokey Capital as our financial adviser to assist in this process.
All options are currently on the table, including attempting to obtain debt or equity financing, exploring the sale or divestiture of the business, evaluating
potential partnership or licensing transactions or the restructuring of our debt and operations. While we don't have a definitive timeline or anticipate the
completion date for this process, the special committee is proceeding in a timely manner given the current financial constraints on our operations.
As the special committee moves forward with its strategic alternative review, we plan to keep a watchful eye on our cash position while operating our leads
and clicks business, in line with overall market conditions. The identity of our core business has not changed. AutoWeb plans to continue providing highquality consumer leads and clicks to help connect dealers to motivated car buyers, while our used vehicle operations will remain suspended until further
notice.
I want to reiterate that we believe there is substantial value in the assets and capabilities of AutoWeb. Between our highly efficient audience generation
capabilities, our large distribution channel, our dedicated and talented team and our proven ability to acquire used vehicles directly from consumers, we're
optimistic that the strategic review will result in a positive outcome.
This is obviously not where we envisioned we'd be when we embarked on our transformation strategy. But as I've said before in past calls, we can't control
the markets. We can't control the rate of inflation, interest rates, the supply chain or new vehicle inventories. What we can do is continue to put our heads
down and run this business as efficiently as possible from a cash and expense perspective while continuing to provide our customer base with high-quality
leads and clicks.
We still firmly believe in the underlying long-term value of our technology, assets and capabilities, along with the utility we provide, the automotive market
in the digital age. We're confident that consumers will continue to adopt and leverage digital media tools as they go through the lifecycle of buying and
selling vehicles. And we still believe that AutoWeb's platform is capable of capitalizing on the intersection of vehicle buyers and sellers.
We have a resilient and nimble team that is working diligently to sustain our core operations with the hopes that we will be able to return to executing our
transformation and ultimately recognize the untapped potential of AutoWeb.
I'd like to sincerely thank all of our dedicated employees and our long-term stakeholders who have provided unwavering support during these exceptionally
challenging and trying times.
With that, we'll now open it up for questions. Operator?
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Question and Answer
Operator
[Operator Instructions] For our first question, we have Eric Martinuzzi from Lake Street.
Eric Martinuzzi
Lake Street Capital Markets, LLC, Research Division
My first question is regarding the going concern, given the cash at $3.8 million and the revolver at $9.1 million. Just curious to know what are we talking
about here? Obviously less than 12 months, but given the moves that you've made, what are we looking at, how many quarters here before we need to get
something done on the balance sheet?
Jared R. Rowe
CEO, President & Director
Eric, thank you for the question, by the way. That's just a very difficult question to answer, quite frankly, because it all depends on how well we're able to
operate and execute with our existing customer base. As you know, when you follow a going concern, it can create risk from an employee's perspective and
from a customer perspective. And so while we have several contingencies, we aren't prepared to provide that level of guidance at this particular moment.
But we are committed as a team to making certain that we give the strategic options and strategic review, plenty of time for us to achieve a positive
outcome.
Eric Martinuzzi
Lake Street Capital Markets, LLC, Research Division
And then regarding CarZeus, I feel like we were -- it feels like we just had the Q4 call recently. At what point did we decide to suspend the CarZeus
operations?
Jared R. Rowe
CEO, President & Director
That was very recently. It was very recently. As you can imagine, we've been working through this for a while now. We actually were very close to putting
in place bridge financing. Unfortunately, the bridge financing fell through for no reason of our control, which forced us into a position where we had to
make these sorts of very difficult decisions. So we did not make a decision to suspend the CarZeus operations until very recently.
Like I said, as a matter of fact, last month, in April, these are operational numbers, these are not GAAP numbers. But we bought north of 110 cars, which
was by far the best month that we've had and we were on a similar trajectory this month. The fundamental issue is that it's just a fairly high intensity
consumer of cash, which is why we have to suspend operations and furlough those team members, so we can focus on the leads and clicks business until
we find a positive outcome and then hopefully reestablish operations in vehicle, used vehicle acquisitions.
Eric Martinuzzi
Lake Street Capital Markets, LLC, Research Division
And then what should we -- as far as a run rate operating expense, obviously, we've got duplicative costs here in the second quarter, but maybe it's a
question for Carlton. What's the cost to restructuring operating expense?
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Carlton D. Hamer
Executive VP & CFO
Yes. I mean what we think of guidance to that level. I mean, we are going through and looking at the various spend categories that we can reduce to
accomplish the goals that were set out by the strategic alternates and the committee.
Eric Martinuzzi
Lake Street Capital Markets, LLC, Research Division
And as you said, it was not all bad news in the quarter. It seems strange to me that your lead traffic was up, but your lead volumes were flat sequentially.
What's behind that?
Jared R. Rowe
CEO, President & Director
We've been making several changes to actually how we optimize the funnel. And that is one of the things that's going to be masked by this call is there are
several green shoots inside the business. One of them being our conversion rate was up well, current quarter, up about 30%. And so we were making
modifications throughout the quarter in terms of how we actually structured the operating team who buys our traffic, how they manage their campaigns and
introducing some new funnel optimization approaches that took a little bit of time but are now yielding some real material benefits. But it was a bunch of
changes being made on that side of the business. I think you recall that we've recently hired someone new over on that side. And he's having a positive
impact on that side of the business. But you'd see, is making quite a few changes that -- in clicks and takes wise is actually positive for us, but did mask
some of the goodness in the quarter.
Eric Martinuzzi
Lake Street Capital Markets, LLC, Research Division
Well, good luck on the pivot here and the strategic alternatives review process.
Operator
For our next question, we have Gary Prestopino from Barrington Research.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Jared, good to hear from you. A couple of questions here, please. First of all, is the gross margin degradation in the quarter versus Q1 '21, is that all due to
the impact of CarZeus?
Jared R. Rowe
CEO, President & Director
Carlton, why don’t you take that one?
Carlton D. Hamer
Executive VP & CFO
It's not all due to CarZeus. It is significantly due to CarZeus, but there was also a degradation in the core business as well.
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Jared R. Rowe
CEO, President & Director
We saw a bit -- I'm sorry to interrupt. We saw a bit of an expansion in our TAC in Q3 and Q4 of last year. Early in Q1, it was elevated as well in similar
levels to Q3 and Q4. We've been managing it down since then. And so you've got a bit of a mixed bag in the quarter of our consumer acquisition costs,
which did impact the gross margin on a per unit basis for the leads business. But like I said, for what it's worth, end of the quarter, we finished on a positive
note. And into this quarter, we're doing a really nice job of managing it. But you have a bit of inflation there in January and February and half of March.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Could -- Carlton, could you explain what -- I'm sorry, I didn't get this. What is the restricted cash on the balance sheet? What's that held for? Is that
CarZeus?
Carlton D. Hamer
Executive VP & CFO
So there's $4.3 million in restricted cash on the balance sheet. Approximately $4 million of it at this point is used as collateral within the CIT loan. So it's
the direct collateral that supports the loan balance.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
So have you -- did you -- have you tripped -- was there -- are there any covenants or things that you've tripped under this revolving credit facility at this
point?
Carlton D. Hamer
Executive VP & CFO
There are not. There are no covenants that we tripped.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
So if you've got -- you've got restricted cash as collateral of $4.3 million that would be applied directly to the borrowing. That could be applied directly to
the borrowings under the revolving credit facility, if you were to get some new financing in?
Carlton D. Hamer
Executive VP & CFO
Yes. $4 million of it, but yes. $300,000 of that goes to securing credit cards.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
So the last question I would have is this. This tax preservation plan, you've got $110 million of NOLs, which on a per share basis is about $7.87. I don't
understand all of this language here, the risk ownership under Section 382 of the IRS code. But is that -- what you've done there, does that pertain to
anybody trying to take a 5% stake in your company without the Board agreeing to it?
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Jared R. Rowe
CEO, President & Director
Yes. The threshold for the NOL plan is roughly 4.9%. Nobody can acquire more than that.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
So if the Board agreed to somebody coming in and buying more, that NOL is still applicable if there's a change of control clause in there. Is that correct?
Jared R. Rowe
CEO, President & Director
Yes, it's a little bit more complex than that, Gary. Essentially, your NOLs will get reset. I guess here's the way I would answer it. It is reset on the
transaction value. Here's the way I would say it is. We've got $110 million of NOL value inside the business. That is something that should be attractive
even if it doesn't -- even if all of it doesn't make the transition through a change of control transaction, there still is real value there. And so as we think
about the strategic alternatives, it is all the things that I mentioned in terms of the core operations. But to your point, there is also NOL plan value there for
somebody else who would be looking to merge with us or do something like that.
Carlton D. Hamer
Executive VP & CFO
Agreed.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Okay. Okay. And then you start to get into a whole bunch of tax issues to how much they could use. But suffice to say there is value and if your Board of
Directors, so chooses to exercise or get rid of that 4.9% threshold, that there is inherent value there. I mean, because your equity value of your company,
your market -- your enterprise value of the company is like $35 million or something like that?
Jared R. Rowe
CEO, President & Director
Yes. Yes. No, absolutely. Absolutely and again, when we had a conversation, as you can imagine, we picked up with Houlihan Lokey. And that's one of the
things that they pointed out as well as there's real value in this asset, real value in this business. And we're optimistic that we're going to be able to find
somebody who wants to either invest or figure out a way to converge it into their platform.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
I understand. That's why I was -- this is the first thing I looked at when I saw this, I said, okay, you've got this NOL. There is some value here besides the
base business? And then just very briefly, so I can understand it again. I'm trying to get a handle on this. When you're talking about your CAC, your
customer acquisition costs; that diminishes your margin. That's going up because it's such a competitive environment right now? Or you're having to
discount your leads to get your leads taken by the auto retailers?
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Jared R. Rowe
CEO, President & Director
No, great question, Gary. No, it's -- there's a couple of things at play that we've talked to them. One is we had elevated expense levels in Q3, Q4 and early
Q1 because of the competitive nature of the market and also because of some executional issues that we've since resolved. Now on the revenue side, our
revenue is somewhat diminished right now because we have talked revenue per unit. It's so much mine because as we've talked about, we still do have a
material number of retail dealers who are in suspend status. And as you know, right, the difference between self-selling a lead wholesale and retail is
material in this business.
And so you're seeing some downward pressure. That's not new downward pressure. We've had that months now because of the ongoing pandemic and
inventory shortages. And so what we've been able to do is manage the expense side down on the lead side from a cost perspective and, call it, at the end of
the quarter and into this quarter. And we've gotten back to rates that we saw when we were cash flow positive and adjusted EBITDA profitable mid last
year. And so we've been able to manage it back and still hold on to our quality. We haven't to give up a little bit of volume. But on a pure gross margin
basis, we're actually seeing positive trends. Again, it's just not enough fast enough for the inventory-related headwinds that we're continuing to experience.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Yes, now, it's a tough environment, no doubt.
Operator
And for our next question, we have Edward Woo from Ascendiant Capital.
Edward Moon Woo
Ascendiant Capital Markets LLC, Research Division
Yes. You mentioned that January was relatively better, but February and March deteriorated. What about April and May so far?
Jared R. Rowe
CEO, President & Director
So from a pure just vehicle sales perspective, they're not much better, quite frankly. But from an operating execution perspective, they've been better. Like I
said, one of the most frustrating parts of all this that is there were green shoots in the quarter, it's not enough. And we're seeing green shoots in this quarter,
but it's not enough to overcome the headwinds that we're seeing. So from a SAAR perspective, we're seeing similar numbers. But what we've been able to
do in the first couple of months here, a month, 1.5 months here, is we have seen that our gross margin dollars generated for leads has been better and up.
But again, you're talking about substantial declines when you compare it to Q2 and Q1 of last year because the SAAR was so much more elevated than it is
today. So even though we're doing better on a per unit basis from a lead and click perspective, just in total, it's still down.
Edward Moon Woo
Ascendiant Capital Markets LLC, Research Division
And then looking at CarZeus. I know you guys suspended operations, but it looks like gross margin for the first quarter was down. Is there anything to read
into that?
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Jared R. Rowe
CEO, President & Director
Just operational execution issues like Carlton said. We had some rolling COVID issues where we had to shut the office down a little bit. We were doing
some hiring as well and that's a different kind of hiring than we historically have done. And so we're working our way through that. And system operational
execution issues as we pushed to ramp up volume, where we saw margin per unit decline. But again, for what it's worth and in the month of April, we saw
that bounced back a bit, and we're making good positive progress, and just not fast enough.
Edward Moon Woo
Ascendiant Capital Markets LLC, Research Division
I wish you guys good luck with your strategic review.
Jared R. Rowe
CEO, President & Director
And again, I just want to reiterate, we feel really strongly about the car buying side of the business. It's attractive. It's interesting. We proved that it works
within our environment. Again, we just had work to do on that.
Okay. Operator, any other questions?
Operator
We don't have any further questions at this time. This concludes our question-and-answer session. I would now like to turn the call over back to you, Mr.
Rowe, for closing remarks.
Jared R. Rowe
CEO, President & Director
Okay. Again, I just want to thank everybody. I want to thank our stakeholders. I want to thank our employees. As I mentioned earlier, we believe strongly
in the value of this asset. We believe strongly in the ability for this business to positively impact the automotive ecosystem. Thank you for all your support.
We appreciate it. And we look forward to speaking with you again soon. Okay. Thanks, everybody.
Operator
Ladies and gentlemen, this concludes today's teleconference. You may now disconnect your lines at this time. Thank you for your participation.
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