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MANAGEMENT DISCUSSION SECTION

Operator: Good day, ladies and gentlemen, and welcometo the Q3 2014 Liquidity Services Earnings Call. My
name is Mark and I'm your [ph] comp (00:10) operator for today's call. At this time, all participants on the call are
in a listen-only mode. We will conduct a question-and-answer session laterin the conference. [Operator
Instructions]I would like to remind everyonethat this call is recorded for replay purposes.

And nowI'd like to hand the call overto Julie Davis, Senior Director of Investor Relations. Please proceed.

Julie Davis

Senior Director of Investor Relations, Liquidity Services, Inc.
Thank you, Mark. Hello and welcometo our third-quarterfiscal year 2014 financial results conference call.
Joining ustoday are Bill Angrick, our Chairman and Chief Executive Officer, Jim Rallo, our Chief Financial Officer

and Treasurer and, Kathy Domino, our Chief Accounting Officer. We will be available for questions afterour
prepared remarks.

The following discussion or responses to your questions reflect management's views as of today, August7, 2014,
and will include forward-looking statements. A ctual results may differ materially. Additional information about
factorsthat could potentially impact our financial resultsisincluded in today's press release and in our filings with
the SEC, including our mostrecent Annual Report on Form 10-K. Asyou listen to today's call, we encourage you
to have our pressrelease in front of you, which includes our financial results as well as metrics and commentary
onthe quarter.
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During this call, we will discuss certain non-GAAP financial measures. In our press releaseand our filings with the
SEC, each ofwhichis posted on our website, you will find additional disclosures regarding thesenon-GAAP
measures, including reconciliations ofthese measures with comparable GAAP measures. We also use certain
supplemental operating data as a measure of certain components ofoperating performance, which we also believe
is useful for management and investors. The supplemental operating data includes gross merchandise volume and
should notbe considered a substitutefor or superiorto GAAP results.

Atthistime, I'd like to turn the presentation over to our CEO, Bill Angrick.

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Thank you, Julie. Good morning and welcome to our Q3 earnings call.I'll begin this session by reviewing our Q3
performance and then provide an update on our strategy and future vision for Liquidity Services. Next I'll turn it
over to Kathy Domino for more details on the quarter. Finally, Jim Rallo will provide an outlook update for fiscal
2014.

Liquidity Services reported Q3 results of $246 million of GMV, $17.3 million ofadjusted EBITDA, and $0.310of
adjusted EPS. GMV and adjusted EPS were within our expected results. As previously reported, our adjusted
EBITDA was below our expectations, directly related to the cessation ofsales of certainrolling stock property
under our current DoDsurplus contract.

The remainder ofour business performedas expectedin the aggregate. During Q3 we saw improved growth in our
commercial business, particularly in our retail supply chain vertical partially offset by softnessin our energy
vertical due to anindustry-widedecline in the line pipe market and in our transportation.

Earnings versus the prioryear were down due to changing property mix in our DoD surplus program and higher
spending in our commercial business related to ongoing investments in our Liquidity One strategy, of developing
an integrated global businessand marketplace platform and supportofourlong-term goal ofbuilding a
diversified multibillion dollar commercial business.

Our Q4 guidance reflectsour expectation oflower volume and margins in our DoD surplus, energy and
transportation verticals due to industry and client conditions. Key highlights coming out 0of Q3 include: first, the
recent renewal of DoD surplus contract secures long-term supply and support of our commercial gross strategy
and we are moving aggressively to adjust our operations to meet the terms ofthe new program.Second, ourwork
with existing and new commercial clients in Q3 continues to demonstrate our marketleadership and unique
capabilities across multipleindustries and geographies. Third, we continue to execute our Liquidity One strategy
of developing an integrated global business and marketplace platform to deliver oursuperior customer experience
and create new capabilities and efficiencies to supportour futuregrowth.

NowI'd like to delve further into thesethemes coming out of Q3. First, I'd like to update you on the status ofour
new DoD surplus contract and how it relatesto our overall strategy. As previously announced, we're pleased that
the DoD has awarded Liquidity Services a new contact to managethe receipt, storage, marketing and sale ofall

usable non-rolling stock surplus property generated by DoD installations in the United States and its territories.

The new contract is expected to encompass up to $9 billion of original acquisition costs of property during the life
of the contract, which has abase term of24 months and four 12 month-renewal options, including the option to
add international locations and other commodity categories upon mutual agreement. There's a six -month ramp-

FACTSET: callstreet 3

1-877-FACTSET  www.callstreet.com Copyright © 2001-2014 FactSet CallStreet, LLC



Liquidity Services, Inc. wapm @ Corrected Transcript
Q3 2014 Earnings Call 07-Aug-2014

up period prior to the start ofthe new contract, which we expect will commence operations during the first halfof
our fiscalyear 2015.

Phase-in of the new contract is dependent on anumber of operational, technical and logistics deliverables on both
sides. The new surplus contract retains a key clientand ensures Liquidity Services will continueto serveasthe
primary channel for DoD useable surplus property in key asset verticals importantto our overall business,
including aerospace, boats and marine,communications, field gear, heavy industrial equipment, machine tools,
material handling equipment, medical and dental, test and measurement equipment and technology assets.

Aswehave commented during the past year, the DoDis undergoing fundamental changes that are impacting the
volume and mix of property provided under its surplus sales program. These changes, such as the recentremoval
ofthe majority ofrolling stockitems from our current contract,are driven by factors outsideofour control and are
thereforeunpredictable. Given this context,we recognizethat the DoD surplus program will be more volatile as
we stand up the new program in fiscal year 2015. Accordingly, we are aggressively adjusting our operations in
business model to prepare for the new DoD surplus contract.

We've completedthreepriorlaunches ofa major DoD sales program and, in each case, the pricing model,
operational requirements and business models were different. In each case, we worked closely with our DoD
partner to adjust our operations and business model to meetthe DoD's needs while delivering appropriate returns
onour effortand investment.

Additionally,we have found the DoDreceptive to innovative ideas to help them achieve their goals, while driving
efficiencies for both parties to the management and sale ofhigh-value usable surplus property. Although we
expect volumes to be lower than prior years, the DoDprogram is anticipatedto provide arecurring supply of
usable surplus property that is attractive to our global buyer base and will reinforce the importance ofour
marketplace platform for corporate sellers.

Additionally,under the requirements ofthe new DoD surplus program, we will integrate every DoDasset sale into
the General Services Administration's official online Federal Asset Sales Portal, providing us real -time access to
millions ofadditional buyers who are looking to find and buy surplus assets, which should provide higherreturns
for the DoD surplus property soldunder the new contract.

Insummary, the retention ofthe DoD surplus program and recurring supply supports ourvision and strategy of
building a diversified multibillion dollar GMV commercial business that enables sellers and buyers to easily
discover, manageand monetize assetsin $150 billion reverse supply chain.

Next, during Q3 we continued to demonstrate our market leadershipby executing a variety ofimportant programs
with blue chip companies in key industry verticals.In the healthcare and biopharma vertical we launched alarge
surplus asset management program for one ofthe world's largest pharmaceutical companies. And over the next
few quarters, we will help them optimize their capital equipment inventory while maximizing returns on their
surpluslab equipment.

On behalfofaglobal pharmaceutical company, we sold one oftheir surplus injectable powder filling lines in China
and will continue to support other surplus asset programs in both China and India. On behalfofa global
biopharmaceutical and life sciences company,we completed surplus asset salesin the U.S., China, Sweden and the
UK during Q3, evidencing the scopeand scale ofour services.

During Q3 in the energy vertical, we managed the sale of surplus materials from a major project cancellation for a
large playerin the North American upstream production sector.Inthe downstream energy business, a major
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refining and petrochemical company has retained our services to develop and launch a new program to manage
and monetize scrap property in multiple locations. Thisis a servicethat we planto leverage asanew value -added
service for our otherclients and prospects in the energy supply chain. During Q3, one ofour majorlong-standing
integrated energy company clients retained us to manage and sell surplus assets from alarge energy development
projectin Australia.

Inthe consumer packaged goods vertical we executed anumberofimportant projects, including the valuation and
sale of manufacturing equipmentfor one ofthe world'slargest global CPGcompanies and the valuation and sale
ofalargefleet oftransportation assets in North America for one ofthe world'slargest beverage and snack food
companies.

During Q3 in the industrial sector we completed the sale ofa foundry and a crankshaft manufacturing plantin
Sweden and Spain for aleading automotive company in Europe. We were also retained by one ofthe largest
manufacturers of construction and mining equipment to develop a glob al assetrecovery program. We've also
launched anew program to provide ourservices to all Tier 1 and Tier 2 suppliers in the automotive supply chain in
Australia as that market undergoes a major transition. Finally, we were retained by one ofthe world's leading
manufacturers of motion and control sy stems to manage value and sell their surplus equipment in India.

During Q3 in the technology sector on behalfofa leading electronics manufacturing services provider, we
completed the sale of surplus assets at facilities in China, Malaysia and Thailand. We were appointed by another
ofthe world'sleading EMS companies to value, manage and sell their surplus manufacturing assets in China. We
were also retained by oneofthe world's largest technology manufacturers to manage the de-installation and sale
of precision tools in their Middle East facility. Finally, we were retained by aleading manufacturer of branded
consumerelectronics during Q3 to manage, refurbish and sell their vendor returns in the retail sup ply chain using
our multi-channel sales capabilities.

Collectively, these are just a fewrecent examples from Q3 that illustrate how ourindustry knowledge, service
capabilities and global footprint are unique and highly valued by the world's top manufact urers and retailers.
While the specific timing of asset sales is difficult to forecast, we continue to focus on adding new large scale
clients and programs to our pipeline, which will grow our market share and revenues over time.

Given the global demand for our marketplace and services, it is critical that we continueto execute our Liquidity
One transformation plan to reach our full potential. For example,our Voice of Buyerresearch indicates that 75%
of our buying customers make 25%or less oftheir secondary market purchases on ourplatform, pointing to clear
upside opportunities. Our Liquidity One strategicinitiative involves the transformation of our business from
independent marketplaces to anintegrated global business and marketplace platform with a singular and superior
user experiencefor clients and buyers supported by unified operational processes, IT platforms and one global
sales playbook with a strong aligned brand message.

Aspreviously discussed, our Liquidity One initiativehas been backed by anincremental investment of $9 million
during fiscal year 2014. This processis not quick, easy orinexpensive. We also realize that during this transition
we willnotbe operating at full efficiency. However, based on feedback from ourcustomers and team members, we
arevery confidentthat these investments in our future will result in improved sales performance, a superior
customer experience and a more efficientscalable operational platform to support our next phaseofgrowth and
value creation.

We will also aggressively pursueefficienciesin our operations as we deliverour newly developed systems and
marketplace platforms. We would remind our shareholders thatas we execute our Liquidity One transformation
plan and manage the multi-yeartransition ofour DoDsurplus program, consolidated results will be less reflective
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of our progress. Therefore, owners should evaluateour progress based on our ability to grow the GMV and GAAP
revenues ofour commercial and municipal government business, which hasreached $745million and $296
million, respectively, for the 12 monthsending Q3 2014.

Finally, our retail supply chain business recorded strong growth during Q3 as we added and grew client programs
and processed delayed volumes from the post-holiday return season. Additionally, we continued to develop new
capabilitiesin the areas ofreturn to vendor management and refurbishing to help bothmanufacturers and
retailers capture more valuein areverse supply chain. This progress has taken place under the strongleadership
of Jim Rallo and underscores his successful transition into his new role as President of our Retail Supply Chain
Group.

With this transition behind us, we have launched a formal search for anew CFO and will be interviewing both
internal and external candidates. We would expect this search to be concluded by the end ofcalendar year2014.

Inclosing, we recognizethe uneven growth that accompanies the transition ofour DoD surplus program in
parallel with our Liquidity One transformation program. However, with a market-leading commercial business
approaching $1billion of GMV in size and a large market thatisripe for innovation, a growing roster of marquee
client relationships, our strategic actions will result in a more diversified, scalable business with more
opportunities for growth and value creation for ourlong-term owners.

Now let me turnit over to Kathy for more details on Q3 results.

Kathy Domino

Chief Accounting Officer, Liquidity Services, Inc.

Thanks, Bill. We were pleased to be at the higher end ofour guidancein GMV and at the midpoint in adjusted
EPS, which was the result ofa lower than expected tax rate for fiscal year 2014 ofjust over 37%, down from our
previous expectation of40%for the fiscal year. As previously announced, our adjusted EBITDA wasbelow our
expectations for the quarter as aresult ofthe loss ofthe rolling stock sales associated with our DoD business. We
are continuing to make technological and operational enhancements to our marketplaces to providean
exceptional userexperience for our global buyer base and to drive long-term operational and sales and marketing
efficiencies within ourorganization. These costs are partofour up to $9 million increased spending we discussed
at thebeginning ofthe year and we are currently on plan for this multi-year transformation.

NextIwillcommentonour third quarter results. Total GMV was $246 million. GMV in our commercial
marketplace isincreasedto $141.5 million, or6.6%, led by our retail vertical, which grew over 20%, offset as
previously discussed by Bill, by softness in our commercial capital assets marketplace, specifically our energy and
transportation verticals.

GMYV in our GovDeals, or state and local government marketplace, increased to $49.6 million,or 8.9%, as we
continued to add new clients,bringing total clients to over 6,700 out ofa potential 88,000 in the highly
fragmented state and local government market.

GMYV in our DoD surplus marketplace increased to $34.5 million, or 1.9%, as a result ofincreased property close of
lower valueitems from the DoD. GMV in our DoD scrap marketplace increased to $18.6 million, or1.9%, asa
result ofslightly increased property flow from the DoD.

AssalesofDoD scrap havebecome less material, fluctuations and commodity prices are not materially effecting
our financial performance. Total revenue was $127 million. Technology and operations expenses increased 25.5%
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to $27.4 million. As a percentageofrevenue, technology and operations expensesincreased to 21.6%from 17.6%.
These increases are primarily due to staffand temporary wages, including stock-based compensation and
consultantfees associated with our Liquidity One transformation project.

Sales and marketing expensesincreased 5.3%to $10.6 million. As a percentage ofrevenue, sales and marketing
expensesincreased to 8.4%from 8.2%. These increases are primarily due to anincreasein staffwages, including
stock-based compensation.

General and administrativeexpensesincreased 16.8%to $11.8 million. As a percentage ofrevenue, general and
administrativeexpensesincreased to 9.3%from 8.1%. These increases are primarily due to staffwages, including
stock-based compensation and overhead and travel expenses to support our marketplace integration effort.

Adjusted EBITDA of $17.3 million decreased 34.7%, primarily due to, one, the loss ofthe rolling stockin our DoD
vertical,as previously discussed; two, a decrease in our commercial capital asset marketplaces; and, three, an
increase in technology expenses, as previously discussed. Adjusted netincomeof$9.4 million decreased 33.9%.
Adjusted diluted earnings per share decreased 29.5%to $0.31based on approximately 30.9 million diluted
weighted average shares outstanding. We continueto have a strong debt-free balancesheet.

AtJune 30,2014wehad acashbalance of $56.9 million after spending $41.8 million in stockrepurchases during
the quarter, current assets of $ 170 million and total assets of $421.6 million with $68.4 million in working capital.
Capital expenditures during the quarter were $1.5 million. We expect capital expenditures to be between $7
million to $8 million for fiscal 2014. I'll now turnit over to Jim for the outlook on the next quarter and full year.

James M. Rallo
President, Retail Supply Chain Group, CFO and Treasurer, Liquidity Services, Inc.

Thanks, Kathy. We continue to make significant investments building on our capabilities to further serve our
selling clients and buying customers through fiscal year 2016, which we expect will drive long-term growth
resulting our commercial business having amore prominent rolein driving both top and bottom -line growth. The
wind down ofinventory received from the current surplus contract will resultin a more gradualreduction in the
bottomline overthe next two fiscal years. Thus, the consolidated bottom -line results will reflect a blend ofboth
DoD contracts through fiscal year 2016, making it difficult to gauge the improvements in our commercial
business.

Itis also difficult for usto forecast the sales and margins of the DoD business, as the volume, mix of property and
operational costs under ourcurrent DoDcontract are uncertain. In addition, we have embarked on a company -
wide initiative to enhance our operating efficiencies, the timing and the extent of which are currently under
development. Management is providing the following guidance for the next quarter and fiscal year 2014. We
expect GMV for fiscal year 2014 to range from $913 million to $938 million, which is a decrease from our previous
guidancerange of $930 million to $975 million. We expect GMV for the fiscal fourth quarter of2014 to range
from $205 million to $230 million.

We expect adjusted EBITDA for fiscal year 2014 to range from $63 million to $66 million, whichis a decrease
from our previous guidance rangeof $70 million to $ 80 million. We expect adjusted EBITDA for the fiscal fourth
quarter of2014 to rangefrom $9 million to $12 million. We estimate adjusted earnings per diluted sharefor fiscal
year2014torange from $1to $1.6, whichisadecrease from our previous guidancerange of $1.10to $1.27. For the
fiscal fourth quarter of2014 we estimate adjusted earnings perdilutedshare to rangefrom $0.13 to $0.19. This
guidance assumes we have an average fully dilutednumberofshares outstanding for the year of31.4 million and
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that we will not repurchase shares with the approximately $5.1 million yet to be expended under the share
repurchase program.

Our guidance adjusts EBITDA and diluted EPS for acquisition costs, including transaction costs and changes in
earn-out estimates, amortization of contract intangible assets of $33.3 million from ouracquisition of Jacobs
Trading and, finally, for stock-based compensation costs which we estimateto be approximately $3.5 million to
$4 million for the fiscal fourth quarter. These stock-based compensation costs are consistent with fiscal year 2013.

We willnow answer questions.

QUESTION AND ANSWER SECTION

Operator: [Operator Instructions] Please stand by for yourfirst question, which comes from the line of Colin
Sebastian of Robert Baird. Go ahead, yourline is open.

Colin A. Sebastian
Analyst, Robert W. Baird & Co., Inc. (Broker)

Great. Thanks very much. Canyou hear me okay?

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Yes.

Colin A. Sebastian
Analyst, Robert W. Baird & Co., Inc. (Broker)

So I guessthe first question is, without the slowdown from the DoD and the rolling stockin the quarter, it seems

the GMV would have been quite a bit higher than guidance. So first off, can we confirm that the $25 million to $30
millionlower GMV implied in Q4 in the fiscal year is primarily due to that issue with rolling stock?

James M. Rallo

President, Retail Supply Chain Group, CFO and Treasurer, Liquicity Services, Inc.

There are a couple issues on the fourth quarter. We've had anice run of mandates signed in the capital asset
business. The timing ofthose programs historically have been very uncertain. Andfrom a guidance perspective,
we've taken down our commercial capital assets outlookin the range of $ 5 million to $10 million. That, also
combined with non-rolling stock softness in our DoD business, isrequired to be factored into ourguidance. And
so those three factors: reduction ofrolling stock with DoD, softness innon-rolling stockof DoD and our capital
assets business accounts for that delta.

Colin A. Sebastian
Analyst, Robert W. Baird & Co., Inc. (Broker)

Okay.I guess I'm tryingto triangulate aroundis with the lower EBITDA guidance, roughly $8 million in the
quarter for Q4, if we can apply that to someimplied GMV from the rolling stockto understand the marginimpact
goingto into next year ofthe slowdown as well as the loss of that contract?
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James M. Rallo

President, Retail Supply Chain Group, CFO and Treasurer, Liquidty Services, Inc.

Yeah, we don't bifurcate the individual assets classes. Even within asset classes, what we sellin a given quarter can
change dramatically. Forexample, within rolling stock, you have trailer assets, which comprise a significant
component ofthat business, along with operational and non-operational vehicles. And so that mix and the actual
stocknumbers that move through the marketplacecan vary on amonth-to-quarter basis. I thinkit's overall clear
that at the margin, any loss of GMV affects yourcontribution margin. And so we aim to recover margin by adding
volume with our existing and new accounts. And over time that's the focus of our sale s and marketing plan, but we
wouldn't break outindividual programs or even categories.

Colin A. Sebastian
Analyst, Robert W. Baird & Co., Inc. (Broker)

Okay.Jim, nowyouspend more time on the commercial retail side. Y ou're talking aboutoperation and service-
levelimprovements. I wonder ifyou can specify more what someofthose are as well as the relationship with some
ofthe key bigger retail sellers, vendors you have. And what sort of timing and initiatives are youundertaking to
build that segment backup to a higher sort of market level e-commerce growth rates?

James M. Rallo

President, Retail Supply Chain Group, CFO and Treasurer, Liquidity Services, Inc.

Sure. Well, actually as Bill indicated, we grew over 20 %this quarter. So I'm certainly happy with the growth and
the results that we put up on the retail side ofthe business this quarter. I think expectations higherthan that are
notrealistic over the long term, obviously. Our stated goals areto grow15%to 20%, Colin. So I do feel goo d about
that. We've got a big market. I mean, I thinkon a quarter-to-quarter basis that that can be alittle lumpy,
specifically with the large retailers and manufacturers that we're working with on the consumer goods side ofthe
business. The relationships have never been stronger. We are expanding thoserelationships.

One of the things we're making a big push is to add services which will benefit those clients, again, both on the
manufacturing side as well as the retailers. So that's abig piece ofthe investment that Bill talked about in his
script. Thatincludes a bigger push into refurbishing, a bigger push into return to vendor management and we'll
probably be expanding our distribution center network, too, with the increase in property flow that we have from
existing and clients that we've just signed up recently.

We've had a couple nicewins in this quarter. So I can't get into specific names obviously, but I will tell you that we
signed up a few other large retailers. What I would say is specialty vertical retailers. We've also signed up another
key manufacturerin the consumer electronics space. So, again, we feel good about the traction we're making in
the retail side ofthe business.

Andwestillhave alot of workto do and clearly we do have some volatility in the growth rates aswhenyoulookat
this year, we had sub-optimal growth ratesin the last quarterin the business. The quarterbefore that, we had over
20% growthrate, over 20%this quarter. So we really needto get amore consistent growth going into the business,
butthereisa lotofopportunity right nowboth with existing and new clients.

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Andlet me just add that we've often said that productobsolescence drives supply in our marketplace for the newer
manufacturer clients who often are very concerned about their brand. They often bring wring hands over new
modelintroductions and the timing ofthose introductions. The timing ofthose introductions have great
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consequence for the manufacturer's core business. They alsohave great consequence for the flow ofgoodsinthe
secondary marketplace. And we've been very adept at helping ourclients sell through oldermodels as they
prepare the introduction of new models. And we do this through a multi-channel approach, routing items through
both B2C and our B2B channels and even export markets.

Andin the current outlook, there's some key decisions that some ofour manufacturers haveto make on the timing
of modelupgrades and we've been prudent in our outlook to assume that someofthose are push back, either to
the fall or holiday season. So when those hit, they are actually moving the needle quite well. And as we expand our
portfolio to includemore manufacturers over time, we thinkin addition to selling theseitems, we'll havefee-for-
service opportunities around the management ofthe returns, the reconciliation ofthose returns and, in some
cases, the refurbishing ofitems to capture more value.

Colin A. Sebastian

Analyst, Robert W. Baird & Co., Inc. (Broker)

Thanks, Bill. That's helpful. Jim, just one quick follow-up, and maybe I missed thisin the script. Butisthat 15%to
20% growth thatyou're expecting in retail, that'simplied in the Q4 as well ?

James M. Rallo

President, Retail Supply Chain Group, CFO and Treasurer, Liquidity Services, Inc.

Again, that's our stated long-term growth for that piece ofour business, Colin. So in the script, what Kathy noted
was in the retail part ofour business we grew over 20%this quarter.So what I stated before was we've had two
very nice quarters thisyearin that part ofour business. We also had one quarterwhere our growth was only single
digit. So, we have had alittle bit oflumpiness in the growth rate this year, obviously the yearisup overlast year
rightnowover 15%. And, again,we are looking ata15%to 20%long-term growth target for this business.

Colin A. Sebastian
Analyst, Robert W. Baird & Co., Inc. (Broker)

Thank you.

Operator: The next question comes from the line of Jason Helfstein of Oppenheimer. Go ahead. Yourline is
open.

Jason S. Helfstein
Analyst, Oppenheimer & Co., Inc. (Broker)

Thanks. So, yeah, I thinkwe obviously all get you guys are making significant investments, both to kind ofdeal
with certain changes in the business as well as to pursue strategic goals long term. Canyou talkabout
opportunities to do acquisitions that then create additional operatingleverageon top ofthose investments you're
making? Because obviously you'll make these investments, it's going to take a while to get a return on those. But
once youmake that crossover point, then youcan drive more leverage in the business. So maybejust talk generally
about that. I mean, obviously there'sbeen no majoracquisition activity since [ph] Gov (34:34)?

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Sure. The Liquidity One strategic initiative acknowledges that as we've grown our presence in multiple i ndustry
verticals, such as biopharma, automotive,consumer package goods, electronics manufacturing and other
consumer-facing technology verticals, we havea much broaderteam, which includes sales, operations and
accountmanagement teams. In addition,we've also expanded the business from a U.S.-focused business to truly a
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global business, with clients in every major region in the world. And as we sell more services to more clients in
varied industries and more geographicregions, Jason,it's clear that we need to we need to drive a unified
playbook, both on the sales and account management side, a unified operational process that supports ourclients
and buyers. Andthat allinforms the development ofunified IT systems which drivethat operational leverage that
you'rereferringto.

It's important that we completethosetasks in the current scope ofour business. Doing so unlocks tremendous
efficiency and a superior customer experienceand more productivity for our sales and account management
organization and our operational teams to do more business. We will complete those tasks prior to taking on any
major acquisitions. We have a very well documented pipelineofacquisition ideas and candidates. The reality is
there are not many large players that intersect with our marketplace. The competitive landscape is still primarily
in-house solutions, traditional live auctioneers and family -owned sole proprietor type ofbusinesses. And so we see
the future, callit, 12 to 24 months,as driving through our Liquidity One transformation plan and unlocking that
organic growth and efficiency.

Having said that, there may be scenarios where additional services can be added without disrupting our Liquidity
One transformation program. And in those cases, we would be acquiring a new capability and that would be a
much more modest type oftuck-in scenario.

Jason S. Helfstein

Analyst, Oppenheimer & Co., Inc. (Broker)

Just one quick follow up. Just any update on the Walmart contract, specifically the partthat camewith Jacobs and
any desire to renew that early just to take the risk ofthat offthe table?

James M. Rallo

President, Retail Supply Chain Group, CFO and Treasurer, Liquidity Services, Inc.

I'wanted to build off of Jim's earlier comments. A very strong relationship. We're seeing opportunities to sell more
servicesto Walmart and be of value to Walmart as they take on theirown strategictransformation. Equally, we're
expanding geographically with them in markets like Canada. And obviously they, like many retailers, have global
growth ambitions, and so I think our status overtime as a global solution provider positions us well to sustain and
grow thatrelationship.The contractis not up for renewal until May of2016, so we have no active conversations
about that.

Jason S. Helfstein
Analyst, Oppenheimer & Co., Inc. (Broker)

Thank you.

Operator: Next question comes from the line of Rohit Kulkarni of RBC Capital Markets. Please go ahead, your
lineis open.

Rohit R. Kulkarni

Analyst, RBC Capital Markets LLC

Okay, two questions. One s, Bill, can you provide any additional color on the adjustments that you're doing or
need to do to meet the needs ofthe new surplus contract? You talked about it alittle bit, but canyoujust drawit
out to say around personnel, infrastructure, operations, any other tactical things that you need to do? And
compareand contrastthat with the three times past that you have already had to do.
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And thenbigpicture, fundamentally can you also talkaboutthe overall visibility ofthe business given all the
moving parts,asinshould we expectyouto giveout next year's guidance coming in three months? Or do you
think that would be agood idea, or has the visibility becomeless opaque, moreopaque? Or do you thinkyouhave
fairly good handle on what to expect for next year?

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Sure. Well, let me take the first part ofthe question. Indeed, DoDon its own accord is undergoing significant
changeinits operational footprint, its inventory management strategies and technical systems. There are other
policy decisionsit's made as to what items are even approved to enter the surplus sales pipeline. Obviously, all
those things are outsideofour four walls and really we havelittle input or influence on those major policy
decisions. The nature of what drives operational requirements is where is the property located, is that
consolidated into fewer locations or not,what's the operational handling costof the items, and that willbe based
onthe nature and size of the items being referred.

Overthe next six months, we will be working closely with the DoDto confirm its physical footprint, the
operational requirements to take property, the shipping and transportation routesand plansrelated to that
property. Additionally, there'salevel oftechnical integration that's required under the new contract. There are
new IT systems that DLA is standing up, there's a new integration with the GSA Federal Assets Sales Portal, which
hasneverbeendone, it'ssomethingthatis arequirement ofthe contract.

And asthe DoD confirmsitsintentin these areas that would inform what our footprint needs to be, the size ofour
personnel and staffing, what we need to do in terms of meeting our technical integration requirements. In some
cases, that may reduce cost. In other cases, there may be more cost. We, for example,under the current base
contracthave had alot ofchange in executing the surplus sales activities. Over the last 12 months, we have
expandedour warehousefootprintsignificantly and expanded ourstaffing significantly to handle a backlog of
lower-valuesafety stock that the Defense Logistics Agency identified to be purged and sold. And together with the
DoD, we created aninfrastructureand solution to address that, while also screening all ofthese items to make
sure that they're safe to sell, which is another important aspect ofthe service.So we putin place that
infrastructureto sell through those products underour current contract. For the next contract,we will need to
partner with them to determine what are their next milestones. And that will be very important to defining our
exact staffing and cost model.

Asfar asthe guidance question, independent ofany sort oftransformative change on behalfofclients, the items
that we sell, particularly in capital assets, are bulky, high-valueitems. They're often coming out ofclient
warehouses and those warehouses may have restructuring activities, reduction in force activities. And often there
areissues such asinternal negotiations or labornegotiations, which can impactthe timing ofthose sales.

Having said that, the businessis very attractive. We'd muchrather sell highervalue items than lower val ueitems.
We recognize that the timing ofthose salescan be uneven or unpredictable. And for those reasons, the base
business canbe harderto projectinthelongterm. Asyougetinto afocusona 60 -day or 9o-day outlook, we have
good visibility. We are reluctantto factor in things that aren't locked in, meaning there're allotted for saleina 9o -
day rolling forecast. So that effects ourprecision on a quarter-to-quarter basis.

Asfar asthe guidance question, you have lots of people that talk about pros and cons ofgiving annual long-term
guidance. Through the first seven years as a public company, we havehad a consistent approach to guidance,
providing annual guidance and quarterly updates. I would say it'd be worthwhile discussion that ourboard and
team would be willing to have as to the value ofalong-term forecast when thereare many moving parts, some of
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which are not normal day-to-day issues, they're more fundamental questions aboutbusiness model, questions for
DoD. And we'll take that under advisement as we move to the next earnings call.

Rohit R. Kulkarni
Analyst, RBC Capital Markets LLC

Okay, great. And one other quick question is about the transformation Liquidity One, you talked aboutunified
buyer and sellerportals integrating sales force, integrating marketing teams. This seems like a pretty big change in
at least the go-to-market strategy when you're having conversations with your potential and existing clients. Asin
whatin your view would be the initial early signs of successes, ifyou will? Would that be just having newer and
newer clients come through any particular vertical, any particular geography that the initial first few months that
youwouldbe focused on?

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Sure. Well, I provided anumber ofexamples of success stories in the third quarter that would not have been
possible without the development of our team and expansion ofour team, in many cases, that wereacquired
through our acquisition of GoIndustry. And we really do focus on market leadership. Can we providethe services
and solutions and the coverage, the service scale and results that the largest companies in the world require. And
the answer is empathetically yes and we've been very successful in signing these new relationships.

And aslongas we're able to meet the needs ofthese clients, successfully compete for them and win this business
and grow the pipeline ofclients, over time that willreduce the lumpiness of our business and will reinforce our
best-in-class brand in the capital assets business. We have anumber oftechnology systems, legacy systems, as
many as 17 individual systems that effect different parts of our business, whether it's finance, customer
relationship management, sales force management,forecasting. It's entirely too many.And we realized that
there'snever anideal time to do full on transformation and integration, butit'simportant that that's work gets
done. It'sa prerequisite to having a truly scalablebusiness.

There are many business cases in many industries of where companies hit a wall because they didn't havethe
courage to take on thatintegration. We have the courageto take on the integration notwithstanding how
inconvenient or inexpensive or expensive it is. And that's our charge. Andwhat the payoffis for usis increased
productivity, increased cross selling to clients, having the strong aligned global brand which we do not havetoday,
thatbrand focus on Liquidity Services as the clear leaderin the global reverse supply chain with the leading
marketplace for business surplus. That will reinforce our ability to sell in the Americas, in Europe, in Asia -Pacific
to capture more business from existing clients and acceleratethe sales cycle.

I think onthe buyers'side, asyouheardin our Voiceof Buyer survey,we have a significant untapped demand
from our buyers. Infact, buyers spend a relatively small amountwith us relative to their overall purchasing power
in the secondary marketplace. That's ahuge opportunity. And what it meansis that instead ofhaving six or seven
independent marketplaces, we should have fewer marketplaces, instead ofhaving multiplebuyer -facing brands,
we should havefewer buyer-facing brands.

And the focus is making it easy for buyers to search for, find and buy the relevant equipment, the relevant
inventory to fuel their own success. And that will unlock opportunity for our buyers that willunlockincreasing
recovery for our sellers, which will drive both sides of our business model. That requires technical integration, that
requires a unified view of what the customer experience should be,the processes to put that experience. And that's
all part ofthis payofffrom our Liquidity One strategic initiative.
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Rohit R. Kulkarni
Analyst, RBC Capital Markets LLC

Okay. Thanks a lot, Bill. That was very helpful. Thankyou.

Operator: The next question comes from the line of Dan Kurnos of Benchmark Company. Go ahead, your line is
open.

Dan L. Kurnos

Analyst, The Benchmark Co.LLC

Thank you. Good morning. These are really just follow-up questions on the expensesside from an operational
standpoint. Justlooking for alittle bit more granularity here. Aswelookat, Billor Andrewor Jim, youspend
about maybe by the end ofthisyear another $15 million to $17 million morein tech and operations. Just wanted
to getan update on where you werein the ERP rollout. And how should we think about, Bill, since you've talked
aboutintegrating all these brands, the balance between having to spend more to develop maybea unified brand or
unified customer-facing brands and the savings that you'll get from reducing some ofthe redundanciesinyour
marketplaces.

And thenonthe head countside, again, how should we think about either head count redundancyand/or maybe
from a high-level perspective as you pursue a global opportunity, howdo you thinkabout getting more teams in
place ahead ofthat opportunity versus having teams in place already and having the capabilities to service an
expandedopportunity? Thankyou.

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Sure. The sequence ofsystems rollout is very important. And it starts with defining what is the experience you
want to deliver consistently to your buyers and sellers. And in the process of Liquidity One, we've worked very
closely with our customer-facing teams on the buyerand seller side to define that. And that will inform the actual
IT requirements. We've gotalot ofprogressthat'sbeing made onboth creating unified, centralized systems to
drive acommon approach to any function.

So onthe sales function, we have invested in a global rollout of Salesforce.com. That global rollout is now
enveloping all ofthe prior systems that used to track the prospecting process, the account management process.
And it allows us to stay in more close collaboration with global teams that are jointly selling across clients and
continents. Inthe morerecent period, we have been introducing a forecasting tool into the Salesforce instance
that we've deployed which is supersedinglegacy applications. And over time I think that will allow us to have,
evenina lumpy business, better accuracy on the forecasting side.

Now, the retraining that happens to move from alegacy way of doing business to anew way ofbusiness, we
understand reduces the efficiency ofthe sales organization. But it's goingto be a very important catalyst as we get
into fiscal 2015 and fiscal 2016, things like a global set offinancial systems. That is something we've been working
towards, we're not on one set ofglobal financial systems yet. That's something where you're likely to want to do
thatatthe beginning ofthe fiscal year. We will not have thatin place by October 1 ofthisyear. So it's likely going
to be pushed out, but we have doneatremendousjob onthe international side reducing the complexity of
acquired entities and the financial rollups and we'll continue to make progress there.

On the otherintegration costs we mentioned, we're also developing new capabilities. We've talked about servicing
more manufacturers. That would not be possible withoutsome ofthe new functionality that we've created. We

FACTSET: callstreet 14

1-877-FACTSET  www.callstreet.com Copyright © 2001-2014 FactSet CallStreet, LLC



Liquidity Services, Inc. wapm @ Corrected Transcript
Q3 2014 Earnings Call 07-Aug-2014

have anewtechnology that allows usto handle property for vendors and reconcile that inventory and provide
return to vendormanagementservices. That new functionality has allowed us to onboard some new clients. And
as we scale that, we think we can go after bigger pieces ofbusiness. So we're excited about that. As far asthe
brand, I thinkthe brand is goingto be clearly a net positive for us.

Youthinkabout havingto drive marketing investment behind a brand, to the extent that you dilutethat marketing
investment over more brands where there's high overlap in the asset categories, that's sub-optimal. We see upside
by leveraging marketing investmentaround fewer brands and you get uplift in things like search engine
optimization, search engine marketing. Clearly you will get more opportunities to cross sell within the
marketplace. The goal is make sure that you have outstanding search and navigation and the ability for buying
customers to personalize the marketplace experience to the industry vertical oftheir choice, all of which we have
accounted for.

Andonthe seller side, Liquidity Servicesisthe focus ofour future branding. And thinkit's becoming more well
known in the Americas, but alot ofopportunity to make that brand well-known in Asia-Pacificregion, Europe,
Middle East, Africa areas. And so that will be the focus ofour brand investment. I think in the evolution ofa
company, you're always managing how much resources you have in terms ofhead count. Andit's notjust head
count;it'sthe right type ofexpertise in the right areas.

And we continue to investin areas such as our brand marketing capabilities, our program management
capabilities, oursales and leadership capabilities. We have new sales leadership leading our Capital Assets Group.
That will always be the case. You'll find opportunities to drive efficiencies when you automate manual processes,
whenyoudo Lean Six Sigma type of work. We'd like to thinkthat we have alot oflow-hanging fruit to drive
efficiencies as we get into rolling out unified systemsand develop unified processes.And it's clear thatifyou have
six or seven marketplaces and six or seven differentprocesses, you are going to realize efficiencies as you collapse
those into a single process or a single platform. So we expect that will unfold during fiscal 2015 and beyond.

Dan L. Kurnos
Analyst, The Benchmark Co.LLC

Thanks for all the color, Bill. I really appreciateit.
Operator: Question comes from the line of Gary Prestopino of Barrington Research.

Gary F. Prestopino

Analyst, Barrington Research Associates, Inc.

Hi, good morning,all. Hey, Bill, could you maybe elaborate a little bit on what's going on in the transportation and
oil and gas sector that caused yourresults to be sluggish this quarter? It would seem thatgiven the way the
economy is performing that that shouldn't be the case.

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Sure. Well, the energy supply chain, for example, has anumber ofthe major companies using ourservices for
high-value equipment that's either no longerneeded in current projects or is safety stockand they've moved
beyondthe need to retain that safety stock. The price expectations ofthose sellers will only be fulfilled by end -user
buyers who arewilling to pay a pricethat reflects their use ofthe assetina production or going to certain
business. And so our taskhas been to identify and then bring to marketend -user buyers. And depending upon
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industry conditions or access to financing, end-user buyers may be more or less aggressive in how they price these
assets. And that's alwaysbeen the case.

Andin some cycles, youjusthaveabid-askspread that'stoo wide to close. Relative to ayearago, we'veseen
softness. And recentsigns are improving. We've had incremental im provement. A lot of our projects are global. So
that may make it a more niche buyerbase. So we have to be patient. But especially in the line pipe market, pricing
gap had widened as we moved through the summerand that has delayed projects or sales where we haveexclusive
rightsto sell equipment and that's just not showing up in GMV.

Relative to transportation, some ofthe transportation businesshas gone away as we've focused on standing up
online events and aren't willing to take on the costs of conducting traditional live auction events for selected
clients. That's a business model, business decision for us. We've always focused on what's profitable growth and
whatis true to our online marketplacemodel. We're able to do webcastauctions, but we see that asless efficient
than online auctions. And the transition ofthat business away from the live auction has impacted certain clients.

Otherwise we've had anumber ofour corporate clients with their own managed fleets stepforward and want to

use our online services. And that's great. We had a couple large beverage companies used them the last quarter.
But in the case ofa client who wants to pay virtually nothing for alive auction which is outside of our model, we
said we're goingto step backfrom that, that'snot our model. Andthat has also impacted GMV.

Gary F. Prestopino

Analyst, Barrington Research Associates, Inc.

Okay.And then as far as the tax rate goes, I mean, I thinkat one time you had said you weregoingto beata40%
tax rate, and itlookslike it's been moving down here. Arewe at a permanent, alower reduction in the tax rate just
because the change in GMV or the change inregions ofthe world where you're operating in? Just for modeling
purposes.

James M. Rallo

President, Retail Supply Chain Group, CFO and Treasurer, Liquidity Services, Inc.

Yeah, so, Gary, we did lower the tax rate estimation this quarter. That has to do with, you're dead on, it's the mix
of profitability around the world. So U.S., obviously being one ofthe highest tax areas in the world. We've got, as
Bill indicated, alot of projects going on globally. Those projects generating income elsewhereare helping us lower
that tax rate. Atthis point we'll haveto take alookat our expectations for next year on wherewe thinkthat1l be. I
would say that 40%is probably the highest we should expect at this point in time. So we feel pretty solidabout the
37.3%thatwe've got for thisyearas an effective rate. And we'llhave more ofan update onthat on our next
quarterly call for next year. But you should feel pretty —use somewherebetween let's call it 37 % and 40%.

Gary F. Prestopino

Analyst, Barrington Research Associates, Inc.

Okay. Thank you.

Operator: And our last question comes from the line of Jason Mitchell from Bank of America Merrill Lynch.

Jason S. Mitchell
Analyst, Bank of America Merrill Lynch

Hi. Thisis Jason here for Nat Schindler. So as we think about yourcommercial business going forward, I was
wonderingifyou could just maybehelp us understand the margin profile on the commercial business alittle bit
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better. [ph]We've reviewed (1:02:33) GMV this quarterquite abit. And I realizeit was offset by the rolling stock
and transportation and energy. But how should we thinkabout the margins on yourconsignment and purchase
model commercial business and where do you thinkthey're going to head going into full-year fiscal 2015? Then as
youmove through your Liquidity One transformation, how much ofa positive impact do you think that could have
onthe commercial margins long term?

William P. Angrick

Chairman & Chief Executive Officer, Liquidity Services, Inc.

Sure. Well, the margin profile on the commercial businessis dependent on the type ofclientyou have, the level of
value-added services you're providing, in some cases, the industry vertical. The range of consignment fees can be
from high-single digitsto upto 20%o0f GMV. And at the higher end if the range we're typically providinga more
full-service project management, logistics support and, in some cases, additional inventory [ph]insurance or
VAR-facing (1:03:37) screening.

The blend can vary depending upon what assets are going to market in a given period, but that's generally the
range. And clearly, we have not fully gotten leverage on our fixed costs yet. We've stood up international
operations, first ofits kind ,expenses that bring us into thesenewregions in Europe, Asia-Pacific, even Canada.
And thoserequire one-timeexpenses in HR, finance, tax management. Andovertime thoseare going to be really
importantinvestments for us, but we're not getting alot ofleverageonthose inthe currentperiod and probably
will still not be fully getting leverageon them in fiscal 2015.

But over time, clearly the commercial business will leverage those costs and youcan see that margin improving as
a percentage of GMV and depending on the mix ofbusiness, full service clients, you're likely to be approaching
10%-plus EBITDA as a percentageof GMV. For the higher-valueequipment, ifthat's dominant, take rates will be
lower. And you can see what take rates are for some ofthe other publically-traded auction companies. That's going
to be trending to high-single digits, 10%, 11%. And so that would have a slightly different margin profile. The most
important thing for usisthat we're viewed as the marketleader and we're improving our market share and we're
notonly retaining clients, but penetrating the relationships to get the fullrange ofassets. And we want to have a
menu of these and a menu of services to make sure that we're capturing the fullamount ofthe business available
with a client.

Intermsofopportunities to create efficiency though Liquidity One, we're excited about it. We're excited about it
because we know that there's more business that we can drive to better ourexperience and there's more
productivity that we can unleash with less complexity and moreautomation. And that's going to be a very nice lift
for us, it's going to be a material lift. We're hesitant to give precise guidance on that because the exacttiming ofit
is stillan open question and this is something that we'll probably —we'll do things that we haven't done before and
have capabilities that we haven't had beforeand, therefore, we'll need to livein that world for alittle bit before we
give more precise guidanceof what doesthat mean from an operating model or operating efficiency perspective.

Jason S. Mitchell
Analyst, Bank of America Merrill Lynch

Great. Thank you. That was very helpful.
Operator: We have no further question. So I'd like to hand the call over to Julie Davis for final closing remarks.

Julie Davis

Senior Director of Investor Relations, Liquicity Services, Inc.
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Thanks, Mark. This concludes our time for today's call. We appreciate your participation and we'llnow be
availablefor any follow-up questions. Thankyou.

Operator: Thankyou for yourparticipation in today's conference. That concludes the presentation and you may
now disconnect. Have agood day.
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