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Item 2.02

Results of Operations and Financial Condition.

On March 11, 2021, AutoWeb, Inc., a Delaware corporation (“AutoWeb” or “Company”), announced in a press release its financial results for the
fourth quarter and full year ended December 31, 2020. 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 March 11, 2021. 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 9.01
(d)

Financial Statements and Exhibits.
Exhibits
99.1
99.2

Press Release dated March 11, 2021
Transcript of AutoWeb, Inc.’s Conference Call dated March 11, 2021

SIGNATURES
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undersigned hereunto duly authorized.
Date: March 16, 2021
AUTOWEB, INC.

By:
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Exhibit 99.1

AutoWeb Reports Fourth Quarter and Full Year 2020 Results
- Continued Focus on Effective Traffic Acquisition and Operational Efficiencies Drive Highest Level of Q4 Gross Profit and Margin Since 2017; Strong
Foundation in Place for 2021 TAMPA, Fla. – Mar. 11, 2021 – AutoWeb, Inc. (Nasdaq: AUTO), a robust digital marketing platform providing digital advertising solutions for automotive
dealers and OEMs, is reporting financial results for the fourth quarter and full year ended December 31, 2020.
“We reached another important milestone during the fourth quarter as we continued to execute on our strategic imperatives to transform AutoWeb and
capitalize on the quickly evolving digital automotive landscape,” said Jared Rowe, President and CEO of AutoWeb. “While we continued to purposefully
manage revenue down during the fourth quarter to address market impacts from COVID-19, we generated a 6% increase in gross profit, marking our strongest
Q4 since 2017. We also materially improved our net loss and adjusted EBITDA year-over-year in the face of continued pandemic-related headwinds in our
industry. Although Q4 and Q1 are seasonal low points for our business, we delivered a 1,300 basis point gross margin improvement in Q4 and generated
positive cash flow and adjusted EBITDA. We believe our proven and disciplined operating model, coupled with our unique and exciting strategic plan, has us
well-positioned for the year ahead.”
Fourth Quarter 2020 Financial Highlights
Q4 2020
Total Revenues
Gross Profit
Gross Margin
Net Income/(Loss)
Net Income/(Loss) per share
Adjusted EBITDA1

Q3 2020
$17.3
$5.9
34.0%
$(0.9)
$(0.07)
$0.5

Q4 2019
$17.8
$6.4
36.1%
$(0.4)
$(0.03)
$1.0

$26.7
$5.5
20.7%
$(3.2)
$(0.24)
$(0.8)

Fourth Quarter 2020 Key Operating Metrics
Q4 2020
Lead Traffic2 (millions)
Lead Volume3 (millions)
Retail Dealer Count4
Retail Lead Capacity5
Click Traffic6 (millions)
Click Volume7 (millions)

Q3 2020
17.6
1.1
1,785
112,000
17.0
4.8

Q4 2019
18.7
1.2
1,707
105,000
18.6
4.6

25.8
1.7
2,203
129,000
24.1
6.5

Rowe continued: “During the fourth quarter, our click product continued its recovery from mid-year COVID-19-related lows. This was largely driven by the
addition of retail dealer customers, improved near-endemic buying of clicks, and an underlying market recovery that shows up within our non-endemic buyer
pricing. As we have previously stated, this form of ‘search-based’ advertising has been more deeply impacted by the pandemic than other forms of media.
Nevertheless, we have partially offset this impact through solid operational execution and intent focus on selling more clicks to endemic and near-endemic
buyers.
______________
Refer to the note below about Non-GAAP financial measures.
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.
1
2

“For our leads product, we have continued to intentionally operate at lower levels of media spend to better align our traffic acquisition with true consumer
demand in the market. Our improved sequential retail dealer count and overall gross margins validate that our strategy is working, and we plan to continue this
approach as we remain focused on product quality and bottom-line gains.
“Across our organization, we are deeply committed to supporting our dealer and OEM partners through this atypical time. Automotive sales in 2020 hit their
lowest point since 2012, and broader recovery is not fully expected until the second half of this year. In addition, pandemic-related restrictions have bolstered
the prevalence of online car-buying, further evolving the mediums in which vehicle purchases are taking place. As dealers prepare for sales volume recovery
and seek to expand their digital retailing capabilities, we believe we are well-positioned to enhance the value we offer to our current and prospective partner
network. The strategic investments we have made over the past year to enhance our products, technology and operations, as well as the recent partnerships we
have formed, have us well positioned to continue enhancing our platform for the automotive consumer of tomorrow.”
Fourth Quarter 2020 Financial Results
Total revenues in the fourth quarter of 2020 were $17.3 million compared to $26.7 million in the year-ago quarter. The expected decline in total revenues was
primarily attributable to lower lead and click volumes, along with sustained COVID-19 related headwinds across the automotive industry. AutoWeb continued
to proactively reduce marketing spend to better align lead and click volumes with market demand amid this environment.
Gross profit in the fourth quarter of 2020 increased 6% to $5.9 million compared to $5.5 million in the year-ago quarter. As a percentage of revenue, gross
profit increased significantly to 34.0% compared to 20.7%. The increase was driven by continued efficiencies in traffic acquisition and focus on higher-margin
distribution channels.
Total operating expenses in the fourth quarter of 2020 decreased to $6.6 million compared to $8.6 million in the year-ago quarter. The decrease was primarily
driven by continued prudent cost management throughout the organization.
Net loss in the fourth quarter of 2020 improved to $0.9 million or $(0.07) per share, compared to a net loss of $3.2 million or $(0.24) per share in the year-ago
quarter.
Adjusted EBITDA in the fourth quarter of 2020 increased significantly to $0.5 million compared to $(0.8) million in the fourth quarter of 2019 (See “Note
about Non-GAAP Financial Measures” below for further discussion).
At December 31, 2020, cash, cash equivalents and restricted cash totaled $15.1 million compared to $14.6 million at September 30, 2020.
At December 31, 2020, AutoWeb had an outstanding balance of $10.2 million on its revolving credit facility with CIT Northridge Credit compared to $10.0
million at September 30, 2020.
Full Year 2020 Financial Results
Total revenues in 2020 were $76.6 million compared to $114.0 million in 2019. The decrease was primarily attributable to the impacts of the COVID-19
pandemic across the automotive industry.
Gross profit in 2020 increased 5% to $23.7 million compared to $22.6 million in 2019. The increase was primarily driven by improved efficiencies in traffic
acquisition and focus on higher-margin distribution channels throughout the year.
Total operating expenses in 2020 decreased to $29.2 million compared to $37.9 million in 2019. The decline reflects prudent cost controls throughout the
organization, including proactive expense management measures taken upon the onset of the COVID-19 pandemic.
Net loss in 2020 improved to $6.8 million or $(0.52) per share, compared to a net loss of $15.2 million or $(1.17) per share in 2019.
Adjusted EBITDA in 2020 increased significantly to $0.2 million compared to $(5.1) million in 2019.

Conference Call
AutoWeb will hold a conference call today at 5:00 p.m. Eastern time to discuss its fourth quarter and full year results, followed by a question-and-answer
session.
Date: Thursday, March 11, 2021
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: 5897831
The conference call will also be broadcast live 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 Investor Relations 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 March 18, 2021. 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: 5897831
Tax Benefit Preservation Plan
At December 31, 2020, the company had approximately $104.1 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 December 31, 2020, there were 13,169,204 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.
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 forward-looking
statements under the federal securities laws. Words such as “anticipates,” “could,” “may,” “estimates,” “expects,” “projects,” “intends,” “pending,” “plans,”
“believes,” “will” and words of similar substance, or the negative of those words, used in connection with any discussion of future operations or financial
performance identify forward-looking statements. In particular, statements regarding 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 believes that its proven and disciplined operating model, coupled with its unique and exciting strategic plan, has the
company well-positioned for the year ahead; (ii) the company plans to continue its strategy and remain focused on product quality and bottom-line gains; (iii)
the company believes that it is well-positioned to enhance the value the company offers to its current and prospective partner network; and (iv) the strategic
investments the company has made over the past year to enhance its products, technology and operations, as well as the recent partnerships it has formed, have
the company well positioned to continue enhancing its platform for the automotive consumer of tomorrow, are not guarantees of future performance 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 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 terrorist attacks, political revolutions or military actions; 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, 2020 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
Mike Sadowski
Chief Financial Officer
949-862-3031
michael.sadowski@autoweb.com
Investor Relations Contact:
Sean Mansouri, CFA
Gateway Investor Relations
949-574-3860
AUTO@gatewayir.com

AUTOWEB, INC.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share and per share data)

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net of allowances for bad debts and customer credits
of $406 and $740 at December 31, 2020 and December 31, 2019 , respectively
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 the PPP Loan
Current portion of lease liabilities
Short term financing debt
Total current liabilities

December 31
2020

December 31,
2019

$

$

$

$

Lease liabilities, net of current portion
Financing debt, net of current portion
Total liabilities
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
Common stock, $0.001 par value; 55,000,000 shares authorized;
13,169,204 and 13,146,831 shares issued and outstanding at December 31, 2020 and December 31, 2019, respectively
Additional paid-in capital
Accumulated deficit
Total stockholders' equity
Total liabilities and stockholders' equity

$

10,803
4,304

892
5,054

13,955
847
29,909

24,051
1,265
31,262

2,953
2,892
4,733
642
41,129

3,349
2,528
7,104
661
44,904

7,233
10,185
2,123
538
1,384
1,015
65
22,543

$

$

14,412
3,745
1,351
1,636
1,167
22,311

2,191
60
24,794

1,497
23,808

-

-

13
366,087
(349,765)
16,335
41,129

$

13
364,028
(342,945)
21,096
44,904

AUTOWEB, INC.
AUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands, except share and per share data)
Three Months Ended December
31,
2020
Revenues:
Lead generation
Digital advertising
Other
Total revenues
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 income (expense), net
Loss before income tax provision
Income taxes provision
Net loss and comprehensive loss
Basic and diluted loss per share:
Basic loss per common share
Diluted loss per common share
Shares used in computing net loss per share:
Basic
Diluted

$

13,632
3,619
17,251
11,391
5,860

$

2,139
1,480
2,764
205
6,588
(728)
(199)
(927)
10
(937)

$
$

Twelve Months Ended
December 31,

2019
$

20,779
5,895
13
26,687
21,165
5,522

$

2,355
2,053
3,455
731
8,594
(3,072)
(100)
(3,172)
5
(3,177)

(0.07)

$

(0.07)

$

2020
$

61,114
15,441
15
76,570
52,890
23,680

2019
$

90,728
23,173
80
113,981
91,412
22,569

$

8,201
6,574
12,718
1,711
29,204
(5,524)
(1,286)
(6,810)
10
(6,820)

$

10,512
8,849
14,175
4,371
37,907
(15,338)
119
(15,219)
10
(15,229)

(0.24)

$

(0.52)

$

(1.17)

(0.24)

$

(0.52)

$

(1.17)

13,169

13,131

13,144

13,071

13,169

13,131

13,144

13,071

AUTOWEB, INC.
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(Amounts in thousands)
Year Ended December 31,
2020
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 debt
Provision for customer credits
Share-based compensation
Right-of-use assets
Lease Liabilities
Gain on sale of investment
Write-down of assets
Loss on disposal of assets
Changes in assets and liabilities
Accounts receivable
Prepaid expenses and other current assets
Other non-current assets
Accounts payable
Accrued expenses and other current liabilities
Net cash (used in) provided by operating activities

$

2019

(6,820)

$

(15,229)

3,624
291
83
1,984
1,426
(1,248)
6

6,454
293
250
2,402
1,697
(1,706)
(250)
59
-

9,722
418
19
(7,279)
(325)
1,901

2,304
(20)
(145)
(3,753)
(1,773)
(9,417)

Cash flows from investing activities:
Purchases of property and equipment
Proceeds from sale of investment
Net cash (used in) provided by investing activities

(596)
(596)

(1,640)
250
(1,390)

Cash flows from financing activities:
Borrowings under PNC credit facility
Payments under PNC credit facility
Borrowings under CNC credit facility
Payments under CNC credit facility
Borrowings under the PPP Loan
Payments on convertible note
Proceeds from exercise of stock options
Payments under financing agreement
Net cash provided by (used in) financing activities

28,564
(32,308)
71,072
(60,887)
1,384
75
(44)
7,856

73,968
(70,223)
(1,000)
408
0
3,153

9,161
5,946
15,107

(7,654)
13,600
5,946

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

$

892
5,054
5,946

$

$

$

10,803
4,304
15,107

$

892
5,054
5,946

$

1

$

12

Cash refunds for income taxes

$

849

$

128

Cash paid for interest

$

845

$

176

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
Supplemental disclosures of cash flow information:
Cash paid for income taxes

Supplemental disclosure of non-cash investing and financing activities:
Right-of-use assets obtained in exchange for operating lease liabilities
Financing for the purchase of fixed assets
Purchases on account related to capitalized software

$

$

$
$

$

13,600
13,600

1,790

-

170

-

99

-

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

Net loss
Depreciation and amortization
Interest income
Interest expense
Other income (expense)
Income taxes
Non-cash stock compensation expense
Gain on government grant
Personnel Restructuring
Gain/loss on sale of asset
Gain/loss on disposal of assets
Gain/loss on investment
Adjusted EBITDA

December 31,
2020

September 30,
2020

December 31,
2019

$

(937)

$

(448)

$

$

649
(3)
257
13
34
459
(5)
6
473

$

698
(23)
256
10
33
497
1,023

(3,177)
1,197
(16)
187
91
640
252
(9)

$

(835)
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Presentation
Operator
Good afternoon, and thank you for participating in today's conference call to discuss AutoWeb's financial results for the fourth quarter and full year ended
December 31, 2020.
Joining us today are AutoWeb's President and CEO, Jared Rowe; the company's CFO, Michael Sadowski; and the company's outside Investor Relations
Adviser, Sean Mansouri with Gateway Investor Relations. Following their remarks, we will open the call for your questions.
I would now like to turn the call over to Mr. Mansouri for some introductory comments.
Sean Mansouri
Gateway Group, Inc.
Thank you. 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 forward-looking 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-K for the
year ended December 31, 2020, which was filed prior to this call 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 and 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.
With that, I'll turn the call over to Jared.
Jared R. Rowe
CEO, President & Director
Thank you, Sean, and good afternoon, everybody. Well, we made excellent progress on our strategic priorities during the fourth quarter. Our continued focus on
effective traffic acquisition and operational efficiencies resulted in our highest levels, fourth quarter gross profit and gross margin since 2017. And despite
continued COVID-19 headwinds throughout our industry, we drove material year-over-year improvement in both net loss and adjusted EBITDA for the
quarter, which resulted in both positive adjusted EBITDA and cash flow from operations for calendar year 2020. So, in short, we delivered another really
strong quarter.
Now with automotive sales in 2020 hitting their lowest point since 2012, our team has been resilient in supporting our dealer and OEM partners as they prepare
for recovery. Full stabilization of our industry is not really expected until later this year, and while inventory levels are improving, they're still well below 2019
levels. This atypical condition -- these atypical conditions have challenged our industry and impacted the long-term trends that are evolving the vehicle buying
process.
As dealers expand their digital retailing capabilities and as consumers further seek them, we believe we're well positioned to help match the changing needs of
buyers with the evolving digital retailing offerings of dealers. Since the onset of the pandemic, we have intentionally managed our media spend down to more
closely align our traffic acquisition with the true state of consumer demand in the market. The benefits of this approach is that it allows us to better manage lead
and click quality and optimize for our profitability.
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From Q1 2020 to Q4 2020, our overall lead volume was managed down by 34%. Now during that same time period from Q1 to Q4, our data indicates samestore sales close rates more than doubled. So, as you can see, we've generated better quality leads and clicks for our network, which supports a better margin
profile for the business and has further improved our strategic positioning.
Now the strategic investments that we have made to improve our technology, improve our operations and improve our products are really helping to reposition
AutoWeb as an integrated marketing platform that's focused on transactional matchmaking at scale. We're ensuring that our offerings are equipped to address
not only the growing digital needs of dealers and buyers today, but also the automotive consumer of tomorrow. Now this goal has been at the core of our
operational improvements as well as the key partnerships we've established to support them.
Our team has worked tirelessly to bolster AutoWeb's financial and operational foundation and elevate our digital marketing capabilities to stay ahead of today's
evolving industry and car-buying dynamics. I'm extremely proud of the progress that we have made on our strategic plans throughout 2020 and look forward to
continuing our momentum through the remainder of 2021.
I'll have more to discuss about our operational performance and strategic initiatives, but before commenting further, I'd like to briefly introduce our new CFO,
Mike Sadowski, who's going to be on shortly to discuss the financial performance in greater depth. But Mike brings more than 2 decades of experience in
automotive, analytics and digital marketing from companies like Cox Automotive, GameWorks and General Electric.
While he and I were colleagues at Cox Automotive, Mike led a variety of finance and operational function for Kelley Blue Book, for Autotrader and for
Dealer.com. After our time together at Cox, I'd hope for an opportunity to work together again, and I'm thrilled that the timing aligned, and he joined our team.
We are very grateful for the contributions that J.P. Hannan made during his 2 years as CFO of AutoWeb. And we're really excited to continue our
transformation through a focus on product innovation and profitable growth with Mike on board since he shares our philosophy and approach to running a lean,
high-performing organization.
I'll now turn it over to Mike to walk through our Q4 and full year 2020 results. Mike?
Michael A. Sadowski
Executive VP & CFO
Thank you, Jared, and good afternoon, everyone. It's a pleasure to be on the call today and to be joining AutoWeb at such a pivotal time.
Let's jump right to Q4 results. Total revenue for the fourth quarter was $17.3 million, down slightly from $17.8 million last quarter as we expected with some
normal seasonality and was also down from $26.7 million in the year ago quarter.
Previously, we highlighted the importance of growing both our retail leads channel and our click revenue. Now I'd like to talk about the performance related to
those critical areas. Our retail dealer count grew sequentially in Q4 by approximately 5%, which in turn helped our retail lead capacity grow by almost 7%.
While normal seasonality led to a sequential 8% of combined revenue of $13.6 million, the retail channel was supported by overall growth in retail lead
capacity, which in turn improved our lead mix and that helped overall margin performance.
Digital advertising revenues is predominantly click related, had sequential growth of 19% to $3.6 million. It was down from the $5.9 million of the year ago
quarter. This sequential growth is highlighted as part of our continued product recovery. The expected year-over-year declines remain in line with the COVID19-related challenges throughout our industry as well as the seasonality typically experienced during this period.
We have also continued to manage our marketing spend to lower levels to optimize the value of our lead and click mixes and keep both products volumes
aligned with true market demand. The benefits of this strategy are most reflected in the gross profit line, which we believe is a more appropriate proxy for our
top line performance. For instance, while managing revenue down 35% year-over-year in Q4, our Q4 gross profit was up 6% to $5.9 million. In addition, fourth
quarter gross margin came in at 34.0%, which is down 36 -- down from 36.1% last quarter due to seasonality, but a significant improvement year-over-year
from 20.7% in the Q4 2019.
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The year-over-year increase was driven by continued efficiencies in traffic acquisition and our focused higher-margin distribution channel as well as recovery
on our click product as we continue to sell more clicks to endemic and near-endemic advertisers. We continued to reduce operating expenses during the quarter,
which were down 23% year-over-year to $6.6 million as a result of our disciplined approach to cost management.
There was a net loss in the fourth quarter of $0.9 million or negative $0.07 per share compared to a net loss of $0.4 million or negative $0.03 per share last
quarter. This is a significant improvement compared to a net loss of $3.2 million or negative $0.24 per share on the year ago quarter. Adjusted EBITDA in the
fourth quarter was $0.5 million, which was down from $1.0 million last quarter as expected due to seasonality and up significantly from an adjusted EBITDA
loss of $0.8 million in the year ago.
We see the consistency of our adjusted EBITDA performance these past several quarters as a positive indicator of our plan and focused efforts on gross profit.
As a reminder, Q4 and Q1 are typically the slowest quarters in our industry due to the holidays and model year sell-down dynamics. So, this seasonality
remained in play for us through the end of 2020 and into the beginning of this year. Our commentary last quarter remains in place as we anticipate operating
around these near-breakeven levels of adjusted EBITDA until we reach a seasonally stronger periods of Q2 and Q3.
At December 31, 2020, cash, cash equivalents and restricted cash stood at $15.1 million compared to $14.6 million at September 30, 2020. We have seen
consistent cash balance growth throughout the year, and that is a result of our focus on gross profit and strong cost control efforts.
As of December 31, we had an outstanding balance of $10.2 million on our $20 million of revolving credit CIT Northbridge Credit. At December 31, we also
had a current obligation of approximately $1.4 million related to our PPP loan, subsequently forgiven in January of 2021. And so you're going to see that
coming off the balance sheet moving forward. We remain committed to improving our liquidity and managing our costs, and we continue to be comfortable
with our balance sheet and overall liquidity as we move forward into 2021.
Now let's quickly run through the full year results. In 2020, total revenue was $76.6 million, which is down about $37.4 million from last year as a result of
COVID-19 impacts as well as our gross profit focus during the year. Lead revenue was $61.1 million, down $29.6 million from a year ago, and digital
advertising revenue for 2020 was $15.4 million, which is down about $7.7 million compared to 2019. Again, while operating at these lower levels of revenue,
gross profit in 2020 increased 5% compared to last year to $23.7 million, demonstrating the continued resilience and success of our strategy in improving our
margins, focused approach to increasing gross profit as opposed to [Audio Gap].
Total operating expenses in 2020 were $29.2 million, down about $8.7 million from last year. While there were efforts made around cost controls as of 2019, a
substantial effort around cost control is unrelated to COVID-19 had already been made over the last several years here at AutoWeb. So, our OpEx
improvements in 2020 were predominantly a result of those efforts. These multiyear caution initiatives are also what enabled us to generate positive cash flow
in the middle of a global pandemic. Loss from 2020 improved significantly. So, a loss of $6.8 million or negative $0.52 per share compared to net loss of $15.2
million or negative $1.17 per share.
Adjusted EBITDA for 2020 also increased significantly to a positive $0.2 million compared to an adjusted EBITDA loss of $5.1 million in 2019. We have
made tremendous progress in driving profitability improvements for both the fourth quarter and full year. Even against the challenges that the pandemic has
posed for our industry over the past year. As we get further 2021, we will continue to closely monitor any changes in our industry conditions and intend to
maintain our focus on optimizing our organizational efficiency and advancing our strong financial and operational progress over -- ahead.
This concludes my prepared remarks, and I'll turn it back over to Jared for additional operational updates and color on our strategic outlook. Jared?
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Jared R. Rowe
CEO, President & Director
Thanks, Mike. So, as we've stated, since the onset of the pandemic, COVID-19-related challenges have hit search-based advertising, harder than other forms of
digital media over the past year. The pandemic has restricted overall automotive media search spend and advertising budgets in line with the difficulties
opposed to broader consumer demand. Now we've been proactive and value-oriented in how we have responded to these patterns throughout 2020. And I'm
pleased to share some of the additional milestones we had on both our strategic initiatives and the recovery of our business overall.
So, for our click products, we sequentially improved total click revenue as a result of signing new retail dealer customers and near-endemic advertisers. We
also experienced improvements in the pricing environment for non-endemic buyers, which also benefited gross margin. These recovery patterns are
encouraging, and then we plan to maintain our focus on selling more clicks to endemic and near-endemic buyers. As a reminder, when I say endemic, what I'm
talking about is someone who's in the automotive business. When I'm talking about near-endemic, I'm talking about somebody who's affiliated with the
automotive business. And when I talk about non-endemic, I'm, of course, talking about somebody who is not affiliated with the automotive business. All 3 of
those groups of buyers buy our click product.
Now the work we've done to improve our selling of clicks is further reflected through our click attachment rates, which really tracks the number of dealers who
are on our lead product that also purchase clicks. Over the last 3 years, we've driven consistent improvements. In Q4 of 2018, the click attach rate was 9%. And
the following year, Q4 of 2019, it was 15%. And in Q4 of 2020, it was 20%. So, 20% of the dealers that bought leads in Q4 2020 also purchased click. So,
we're very pleased with this progress. As you can see, there is still a good bit of growth to go there.
As for leads, as I mentioned at the beginning of the call, we continue to intentionally operate at lower levels of media spend to better align our traffic
acquisition with true consumer demand in the market. The sequential improvements in our retail dealer count during the fourth quarter further demonstrates
that our partners are seeing the value of our strategy and of our matchmaking capabilities as well as the improvement in our overall product quality.
Now in fact, our data shows that 75% of AutoWeb's affiliated sales happened within 19 days, which is just a reminder of how ready to buy our audience really
is and the differentiated value we provide to dealers and OEM. Although retail dealer count will likely remain choppy over the near term, for the long term, we
believe retail growth validates that dealers view us as a valuable resource in their digital retailer toolkit and as a key part of their preparation for the industry's
long-term sales recovery.
Leads offer stability. Leads offer higher margin and the lower funnel characteristics to -- that leads provide the dealers and OEMs really do help them in these
times of great uncertainty. Now these are advantages that we can continue to capitalize on to really support the vehicle sales growth across our partner base.
Looking to the months ahead, we're building on the strong progress that we've made with product optimization over the past year, and we will continue to focus
on evolving our products to best capture the opportunities inherent in the changes that are shaping our industry. Now as a reminder, we're gearing our platform
towards facilitating transaction-oriented matchmaking through the use of highly specialized algorithmic matching.
As optimal level of effectiveness, this process leverages data beyond product, price and geography to work with detailed profiles of vehicle sellers and buyers
getting the best possible understanding of the former specific value proposition and the latter's unique needs and preferences. This then creates a tailored
shopping experience for end consumers and more intelligent matches between shoppers and buyers who are best equipped to satisfy their wish list, thereby
increasing the likelihood of a mutually satisfying vehicle purchase.
The key partnerships we formed and strategic investments we made during 2020 have already begun to move us in this direction. With our comfortable
liquidity position and continued commitment to operating as a lean, efficient and effective organization, we have a strong foundation from which we can
continue our transformation.
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Over time, we'll provide more specific updates on our progress with these long-term product evolutions, including further technological enhancements, and the
organic or inorganic steps we may take to embed those more retail-ready components into our conversion funnel. In the meantime, we believe we're
strategically and financially well equipped to support these future endeavors and our overall long-term profitable growth.
Across nearly every vertical today, consumers have come to expect highly customized shopping experiences from beginning to end, essentially from the first
ads they see to the final product they receive. Sellers are rapidly looking to expand their capacity to provide these experiences, responding to an increasingly
digital and preference-driven retail world.
From where we are positioned in automotive digital marketing, we believe we can help meet both parties' needs and enhance the value we provide to our
current and prospective partner network. I'm exceptionally proud of the progress our team has made to date.
When you take a look at what we've accomplished over the last 12 months, it's very easy to see that we have considerably improved the value of this business,
not just over the last 12 months, but really over the last 24 months. But we're not stopping here, and I'm even more excited about what lies ahead.
So, with that, we're now going to open it up the call for questions. Operator, can you please take over?
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Question and Answer
Operator
[Operator Instructions]
Our first question comes from Gary Prestopino with Barrington Research.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
A couple of questions here, and I'll jump in the queue to get more. And I don't want to take up a lot of time on the call, but Mike, do you have the advertising
click revenue, advertising display and other revenue for Q4 handy?
Michael A. Sadowski
Executive VP & CFO
I do.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Okay. Could you -- can you make that public to us here on this call?
Michael A. Sadowski
Executive VP & CFO
Well, what we normally put in the K as we do split out that click revenue. So that is in that disaggregate revenue footnote.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Okay. And the...
Michael A. Sadowski
Executive VP & CFO
Yes. But the -- that should be posted here in about an hour or less, but I can tell you that -- are you looking for the 2020 clicks inside of digital advertising. It's
$10.1 million.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
$10.1 million of advertising click revenue?
Michael A. Sadowski
Executive VP & CFO
Yes. Inside of that digital advertising, $11.8 million.
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Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Okay. I'll just check...
Michael A. Sadowski
Executive VP & CFO
And that's for total year 2020.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Okay. And then the revenue per click in the quarter, did you -- you didn't put that in your fourth quarter matrix of numbers. Do you have that handy?
Michael A. Sadowski
Executive VP & CFO
I do not have that handy, but we can get that to you, Gary.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Okay. And then just a couple -- some other things here. And then like I said, I'll let somebody jump in as I have further questions. You're doing a good job of
managing the business. Your gross margin, Jared, really has improved. As we go forward and hopefully, in the Q2, Q3 and even Q4 of next year, as we start
getting some revenue growth, are you going to be able to keep that margin there? I mean at that 30%-plus level?
Jared R. Rowe
CEO, President & Director
Yes, we do expect that we're going to be able to do that, Gary. We're going to be able to do it in a couple of ways. One is, we're going to continue to manage our
volumes -- a little bit lower volume than what we historically had done because the new search patterns that we've applied, we're finding to be very efficient.
So, we expect some of the cost per lead to escalate a little bit this year, but we think we can manage that down.
On top of that, Gary, we intend to continue to change the mix, right? We've talked about this for a while. Adding more clicks to the mix overall in terms of the
percentage of overall revenue that, that represents, helps us from a gross margin perspective as does the retail growth, right? That retail growth that we had
sequentially in terms of dealer count and capacity, that's a big deal for us. And so we're heads down on that retail side of the business to build that out because,
as you know, the margin characteristic of a retail lead is just fundamentally different than the margin characteristic of an OEM or wholesale lead for us. So, we
feel good about that, we do.
Michael A. Sadowski
Executive VP & CFO
And Jared, I apologize, Gary, I misquoted a number. The total here was $13.1 million for clicks and it's $0.62 on that revenue per click on about 3 million
clicks for the quarter. So that should help you. Excuse me, $3.6 million of clicks. Yes, $3 million in the $3.6 million of digital advertising is clicks.
Jared R. Rowe
CEO, President & Director
But Gary, when we think about the margin, we are thinking in the low to mid-30s. That's what we're -- that's our target.
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Operator
Our next question will come from Josh Nichols with B. Riley.
Michael Joshua Nichols
B. Riley Securities, Inc., Research Division
Good to see the gross profit continuing to grow on a year-over-year basis. I didn't want to ask since we're already largely through the first quarter here. Lead
volumes, $1.1 million for the fourth quarter. I know that 4Q and 1Q are typically seasonally slow. What's the type of cadence that you're seeing or expectations
for the first quarter? And then what's the kind of potential trajectory as you look to manage and spend though during the seasonally stronger periods? If I try
and think about the cadence and how that may play out for the year.
Jared R. Rowe
CEO, President & Director
Yes. Okay. Well, let me start and then Mike can follow and good talking to you. Thank you for the question. So, we're kind of signaling the same thing that we
said in the last quarter, which is, expect Q1 to look a lot like Q4, only there is no expense load going in at the beginning of the year. So, we're still guiding from
Q1, if you want to call it that, to that breakeven number, essentially.
And then when you think about Q2 and Q3, based on everything that's going on, we're pretty optimistic. We've got $1.9 trillion going to the flow into the
economy. That's on top of the savings that's already been done. Q2 is definitely a seasonally stronger quarter than Q4 to Q1 and Q3 as well. So, you'll see us
lean in there a bit and drive that media spend up.
But again, a lot of this is going to be focused on the rate, volume, margin quality, little matrix that we have because we're really proud of the work we've done
in terms of the margin of the lead. And we're really proud of the quality, right, doubling our same-store sales over a 4-quarter period is not something to be
sniffed at.
So, we're going to continue to be thoughtful in how we drive the volume back into the business and just know that everything we do is really focused on
stacking up as many gross margin dollars as humanly possible, not just chasing a top line gaudy revenue number. That's just not how we're going to run this
business going forward.
Michael Joshua Nichols
B. Riley Securities, Inc., Research Division
Yes. And then I was going to ask, you did mention, obviously, I assume, you'd probably start to see an uptick, right, from Middle America with the stimulus
that's expected to go out soon. Also, what are you seeing in terms of dealer inventory levels? Any type of firming or softening as far as new and used car prices
that can also have an impact on your business as well?
Jared R. Rowe
CEO, President & Director
Yes. We're seeing that bubble of -- a couple of things going on. So, you've got continued issues with microchip. GM just announced, I think, last week, they
talked about how they're going to continue to have lower levels of capacity because of microchip. And also, the industry expects this to carry on for several
months.
And with new car inventory continuing to be a bit tighter than it was in 2019 -- it's better than it was with the shutdown, and how it got in Q4, it still is
relatively tight for certain make and model combinations. And with that, what you're seeing is, you're seeing strengthening of used car sales and used car
pricing. Because the OEMs, while they stepped in a little bit in Q4 from an incentive level, they haven't really leaned in hard because they haven't had to
because they don't have a lot of inventory sitting right now, at least compared to historical.
So, we do expect to see used car pricing continue to strengthen. We do expect to see used cars continue to be very strong, but we also expect to see the new car
supply then gets sorted out later in the year. And we think that when you talk about it's all speculation, but take it for what it's worth is, as vaccination rates
increase, you've got, what, $1.2 trillion, $1.4 trillion of incremental savings that's been put aside, plus you've got that $1.9 trillion, call it, over the top. We think
this could be a frothy little market in the second half, but we are going to be somewhat inventory constrained.
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Some of the folks out there who are taking a look at projecting SAAR or thinking that we're going to be below $16 million for the year, not because enough
demand won't be there, but simply because there won't be enough new car supply to meet it because again, you've got the shutdowns midyear last year of
production. You've got the chip issue, and then you've got some other issues in Japan with the earthquake.
And the one last thing I'll say, and I apologize, it's a bit of a meandering answer is, when you think about used car, the reason that used car pricing is
strengthening because, listen, the rental fleet companies de-fleeted last year, right? And they're not going to re-fleet anytime soon, which essentially means that
you are going to have a tightening of used car supply at the same time that you're going to have folks coming in with disposable income and wanting to buy
vehicles.
Again, if you think about the just overall sales, April and May tend to be the 2 strongest used car months of the year, and they're top 5 for new car. So,
depending on how that money hits and how people feel about their financial security, it's going to be interesting to see how it ripples through the industry. So
hopefully, that was helpful.
Michael Joshua Nichols
B. Riley Securities, Inc., Research Division
And then last question for me, then I'll hop back in the queue or pass the torch here. You've seen -- it looks like revenue per click on the click analysis seems to
be going up. It was $0.42 to $0.53, and now it's like $0.60. If you could talk a little bit about how you see that trending and the drivers as we think about 2021
on that piece of the business?
Jared R. Rowe
CEO, President & Director
Yes. Yes. So, let me start there, too. So, one of the interesting things about search is, if you look at all U.S. auto ad spend overall, these are eMarketer figures,
right? So, from 2019 to 2020, total digital ad spend went down 18%, almost 19%. Now eMarketer is expecting total automotive digital ad spending to come
back 22%. So basically, get back to 2019 levels by the end of 2021.
The reason I tell you that is because what's interesting is inside of that, search spend is not expected to recover completely. So, what's happening is, the dollars
are flowing back in, they're getting restructured. You're seeing more dollars going to video, more dollars go into display, into mobile, those sorts of things. Now
the reason I mentioned that is, that's good and that's bad for us, right? On the good side, it helps us on a cost per lead basis because again, at the end of the day,
we're to usher arbitrage business. So, we like that. That's a tailwind.
The other thing it's doing, though, is dampening some of the spend in search or search-like products, and our click is really a search-like product. It's a display
ad with search characteristics. So, what you saw midyear was you saw the search pullback negatively impact the pricing that we get with our click product for
non-endemics and near-endemics. Not for dealers, so not for endemics. But for the other ones, it did pull back, and that's what you're seeing inside of our
pricing.
Now what's happening is, as that money is coming back online and more of those dollars are flowing back into those campaigns, we're seeing strengthening in
the non-endemic and some strengthening in the near-endemic pricing. So, we expect to see some more strengthening there. We also expect to manage that
strengthening by selling a better mix to endemic and near-endemic buyers because they tend to be less volatile from a pricing perspective because, again, the
real impact on our pricing was really the non-endemics, who buy our clicks. And as I mentioned in past calls is that we sell way too many of our clicks to nonendemic, which adds that volatility in.
Mike, do you want to talk at all about kind of how we're thinking about click pricing going forward?
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Michael A. Sadowski
Executive VP & CFO
Yes. I mean I would say that we're looking to maintain that kind of consistent level that the last couple of quarters and really drive, like Gary talked about,
right, there is that retail business opportunity from a clicks perspective. There is the near-endemics and that holistically come together and aiding us and
holding that revenue per click and driving that throughout 2021. So that is part of the goal, the next several quarters is to kind of maintain what we've been able
to generate since Q3, Q4.
Operator
Our next question will come from Jacob Stephan with Lake Street Capital.
Jacob Stephan
Lake Street Capital
I'm here on behalf of Eric Martinuzzi. Just wanted to get some more color on the kind of competitive environment that you're seeing in your cost per lead. I
know you guys said that it would go up this year, but can you give some more color on that?
Jared R. Rowe
CEO, President & Director
Yes. We're expecting it to -- we're expecting to give back a little bit of the cost per lead efficiency that we gained over the last year, but one of the questions that
we've had over -- through the last several periods is, how much of our cost per lead improvement is durable. And what I'm happy to report is, we believe a good
portion of it is durable. A lot of it is durable, actually, because of some of the changes we made, right? Remember that a couple of periods ago, we improved
our mobile conversion rate by, I want to say, 50%, which is a big deal because 70% of our traffic is mobile. On top of that, we've deployed some new campaign
management approaches, which have really helped us manage that cost per lead down.
So, while we do expect to give some of it back, call it, mid-single digits throughout the year, we expect it to stay well below where we were at just a year ago.
If you go back to Q4, Q1 of -- Q4 of '19, Q1 of this year, I mean we were considerably higher than we're projecting to be throughout the remainder of the year.
And I know cost per lead isn't something that we provide publicly, and so I apologize for not being more specific with you. But what I can tell you is, we don't
expect to give most of that back. We expect to really manage that cost effectively, add some volume back in and then do a better job of continuing to cross-sell,
up-sell to improve the margin characteristics of the business and hold it in that low to mid-30s.
As we all know, I think that, that search spend is our -- one of our largest spends right around. You get to 2 big cost items in this business. You've got people,
and you've got search spend. So, managing that effectively is a critical lever for us, and we feel really good about where we're at compared to where we were
just 2 years ago.
Jacob Stephan
Lake Street Capital
Great. So, in terms of seasonality, typically, Q3 is kind of like your strongest quarter. Where -- do you still feel that way? Or is there something else that might
come on?
Jared R. Rowe
CEO, President & Director
No. No. We still feel the same way. So, when we're looking at the year of how it's going to roll out for 2021 because Q1 is going to be a tough comp year-overyear because you've got a pre-COVID quarter, and we're now in a post-COVID world. But after that, we expect Q2 to have a nice seasonal bounce to it, like
we've seen in the past quarter or past years. And we expect Q3 to have a nice seasonal bounce to it, too. And we're excited because, as you've seen us put some
of the volume back in, in Q3 and Q4 of last year, we've been able to hold the margin.
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And that's not all just because of what's going on in the market, right? There is a lot of operational tactics that we've deployed that give us confidence that we're
going to be able to scale the volumes back, not to where they were in prior years because we don't want to do that, quite frankly, because we think we can drive
more gross margin dollars through this new approach, but we think we can put more revenue dollars over-the-top of this thing in Q2 and Q3 and hold the
margin characteristics that we had. So, we're pretty excited about 2021.
Jacob Stephan
Lake Street Capital
Good. That's good to hear. You guys touched on the stimulus a little bit. Just kind of wondering if you guys have done any internal analysis on what that's going
to mean for you guys there?
Jared R. Rowe
CEO, President & Director
No. No. We haven't done an internal analysis. It's more just talking to folks who are a little bit smarter than us about this stuff, and they all seem pretty positive
on a lot of those dollars are going to flow into people's pockets and then out. And they expect automotive to get a pretty good portion of that. And when I say
that, what I'm talking about is not just the stimulus dollars are going to be released in the next few weeks, but also that incremental savings that's been done
over the past year. You've got, by some estimates, $1.4 trillion of disposable income that's been created due to COVID that they expect to get released into the
economy once we get past some of the vaccination concerns that people have.
So, I can't give you a hard number, but I'll tell you, I think it's going to be -- we think it's going to be a bit of a tailwind for us. Again, I just want to remind you,
the one thing I said earlier, the counterpoint here is supply. Again, we -- some of the folks out there who are projecting Cox Automotive talks about how they
believe that they're going to be -- it's going to be below $16 million. I believe it's going to be $15.7 million. Again, not because there isn't demand, but simply
because there isn't enough supply to meet demand. And one last reminder, just remember, I mean even transaction prices have prepped up over $40,000 for new
cars. And so when you start spending that kind of money, if the supply mix isn't right, people may hold, and they may wait until the supply mix is right because
that is not a small purchase for a lot of folks.
Operator
Our next question will come from Ed Woo with Ascendiant.
Edward Moon Woo
Ascendiant Capital Markets LLC, Research Division
Congratulations. Given the strength in the used car business, are you guys going to attempt to refocus on used car or used car products?
Jared R. Rowe
CEO, President & Director
Yes. Ed, we're opportunistic when it comes to that, and so I think we've talked about it in past calls. One of the things that we've seen some nice growth on, and
you see it inside the click mix, is selling click traffic to used car retailers, right, whether they be franchise or some of the other folks. And the reason I say this
is because a lot of consumers will go and they will crush up, right new and used. And so some of the price strengthening that you're seeing inside of the click
revenue line is through endemic buyers. And those endemic buyers aren't just buying it for new car traffic, they're buying it for used car traffic. I think we've
talked about this in past calls, but one of the things that we've done is, we've evolved our click product to where we can actually present VIN-specific
advertising with real pricing and real pictures of cars.
And what we found is, we found that consumers who go through our process, maybe submit a lead or don't submit a lead, they engage pretty readily with that.
And those partners who buy that traffic from us, they like the ROI characteristics of it. So, as we think about it, it's not really a wholesale pivot into, say, used
car leads. We've got a used car lead business, but as we talked about, it's nice, but it's not our big focus. We don't intend to pivot there. What we intend to do is
really leverage our click traffic and our click product to meet the more natural needs of consumers and natural needs of retailers by presenting them with both
new and used car options as they're coming through our conversion funnel.
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Operator
And we do have a follow-up question from Gary Prestopino with Barrington Research.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
A couple of more follow-up questions here, Jared. You mentioned in your narrative that your same-store leads growth was up in the quarter. And I didn't quite
get what you said that percentage was, if you even nailed the percentage there. Can you just talk about that a little bit?
Jared R. Rowe
CEO, President & Director
Yes. Yes. So 2 things: One is we did have franchise growth, right, overall. So, the number of clients we had grew -- Michael, keep me honest, but it was 6% -5% to 6% quarter-over-quarter, right? Okay.
Michael A. Sadowski
Executive VP & CFO
Right.
Jared R. Rowe
CEO, President & Director
On top of that, lead capacity grew, and we've talked about this in past quarters, right? Gary, the lead capacity, when we sell a dealer on our lead product, we
essentially get a budget from them, right, they'll buy, call it, up to 100 leads. And then there is a bill rate associated with that. So capacity is important because
capacity really represents the total potential leads that we can sell, and we saw capacity growth quarter-over-quarter as well. So, that's another point that we
make.
The third point that we made was the same store close rate. What that means is, we sell a lead to a dealer, right, what percentage of them turns into sales. And
what I can tell you is, from Q1 to Q4, we doubled that. So, we actually improved our product quality considerably over the last 12 months, which we're really
proud of. And you need that, right? As we continue to grow our retail channel or build the capacity to grow our retail channel consistently, that product quality
is critical.
It takes a while for the market to kind of understand it and absorb it and then reward us for it, but we're really proud of the fact that, that same-store close rate
doubled and improved a lot. And it didn't just happen either, Gary, just to be clear. That is driven by our search process, by our approach to what keywords we
buy, how we filter them, who we send them to, all that stuff is incredibly important to make certain that we optimize the close rate.
Gary Frank Prestopino
Barrington Research Associates, Inc., Research Division
Right. And then I guess the question I would have is, when you look at the -- there is a sequential increase in dealers, right? And you still kind of said you were
pulling back and all that. So, what are the specific things that you can point to that you can attribute to that increase in dealers? Was it the fact that the close
rates are getting better? Or...
Jared R. Rowe
CEO, President & Director
That's part of it. The other piece of it, those are selling motion. And we've talked a little bit about this in past calls, right? We've had to rebuild our retail -- our
go to market -- our retail go-to-market approach. And listen, over the last couple of years, we've had some starts and stops there. We really have.
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What we've seen over the past several periods, though, is much less volatility and a much better approach in terms of our selling motion and how the activities
that are incorporated in our retail sales approach are delivering consistent outcomes. And I think we've talked about this in the past too, Gary, which is, at the
end of the day, I'm a big believer that sales is really about discipline and around -- it's about process management.
I'm happy to report that for the last several periods, we've seen a much more disciplined and a much more predictable outcome be occurring from our retail
sales efforts. So, we're going to keep grinding there. We're going to keep chopping wood on that. We haven't wrestled that thing completely to the ground, but I
will tell you is, there is a connection between our activities, our outcomes and what we're seeing in terms of that retail side, and the churn rate as well as just the
gross sales side of it.
And on top of that, Gary, it's not just selling something, it's the mix. So, as we think about this, we're also looking at that attach rate going up. That has to do
with our selling motion, too, because it's how you present the product. It's how many times you present the product. It's how you price the product. It's how you
deploy the product and onboard a client. It's how you manage the client once they're onboarded.
All of that is wrapped up in that selling and servicing motion that we've been trying to wrestle to the ground for, quite frankly, 3 years. And I think I've been
open with you and others on this is, that's an area of the business that we've been behind. We're not as far ahead as -- we're not where we wanted -- where I
wanted us to be. But what I would tell you is, again, over the last few periods, we're seeing some real green shoots there that are really helping deliver it.
Operator
And speakers, I'm showing no further questions in the queue at this time. I would now like to turn the call back over to Mr. Jared Rowe for any closing
remarks.
Jared R. Rowe
CEO, President & Director
Well, thank you, everybody. I'm going to start by thanking the AutoWeb team. This has been a bit of a trying year for most businesses, but I'm incredibly proud
to be a member of this team and incredibly proud of the work that this team has done. Getting back to cash flow positive, adjusted EBITDA positive in the
middle of a global pandemic is no small feat. So, thank you for the AutoWeb team and all of their great work. And also thank you to everybody else who's
joined this call. We love these conversations, and quite frankly, we look forward to speaking with you on the next earnings call, which will be to report Q1
results. So, until then, take care, be safe, and we'll talk to you all soon. Thank you.
Operator
Ladies and gentlemen, this concludes today's teleconference. You may disconnect your lines at this time. Thank you for your participation.
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