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PFSWEB, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In Thousands, Except Share Data)

(Unaudited)
September 30,

2021
December 31,

2020
ASSETS

Current assets:
Cash and cash equivalents $ 193,999 $ 10,359 
Restricted cash 214 214 
Accounts receivable, net of allowance for doubtful accounts of $862 and $611 at September 30, 2021 and December 31,
2020, respectively 53,139 69,594 
Inventories, net of reserves of $107 and $96 at September 30, 2021 and December 31, 2020, respectively 3,210 3,644 
Other receivables 4,164 3,314 
Prepaid expenses and other current assets 5,483 7,524 
Current assets of discontinued operations — 13,920 

Total current assets 260,209 108,569 
Property and equipment:

Cost 98,151 97,343 
Less: accumulated depreciation (79,785) (79,826)

18,366 17,517 
Operating lease right-of-use assets, net 38,265 34,350 
Goodwill 22,195 22,358 
Other assets 3,582 385 
Long-term assets of discontinued operations — 31,717 

Total assets $ 342,617 $ 214,896 
LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities:
Trade accounts payable $ 26,595 $ 34,613 
Accrued expenses 23,256 25,381 
Income taxes payable 31,528 861 
Current portion of operating lease liabilities 10,337 9,399 
Current portion of long-term debt and finance lease obligations 310 3,411 
Deferred revenues 2,211 4,595 
Current liabilities of discontinued operations — 6,285 

Total current liabilities 94,237 84,545 
Long-term debt and finance lease obligations, less current portion 98 39,069 
Deferred revenue, less current portion 1,330 1,341 
Operating lease liabilities, less current portion 32,452 30,012 
Other liabilities 6,131 5,286 
Long-term liabilities of discontinued operations — 545 

Total liabilities 134,248 160,798 

Commitments and Contingencies

Shareholders' equity:
Preferred stock, $1.00 par value; 1,000,000 shares authorized; none issued or outstanding — — 
Common stock, $0.001 par value; 35,000,000 shares authorized; 21,244,350 and 20,408,558 issued and 21,210,883 and
20,375,091 outstanding at September 30, 2021 and December 31, 2020, respectively 21 20 
Additional paid-in capital 175,675 168,244 
Retained earnings (accumulated deficit) 33,797 (113,712)
Accumulated other comprehensive loss (999) (329)
Treasury stock at cost, 33,467 shares (125) (125)

Total shareholders’ equity 208,369 54,098 
Total liabilities and shareholders’ equity $ 342,617 $ 214,896 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PFSWEB, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)
(In Thousands, Except Per Share Data)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2021 2020 2021 2020
Revenues:

Service fee revenue $ 44,275 $ 42,383 $ 132,804 $ 123,961 
Product revenue, net 4,096 4,229 12,896 17,677 
Pass-through revenue 12,970 12,661 37,444 42,053 

Total revenues 61,341 59,273 183,144 183,691 
Costs of Revenues:

Cost of service fee revenue 33,383 31,524 98,776 88,357 
Cost of product revenue 3,895 4,019 12,265 16,732 
Cost of pass-through revenue 12,970 12,661 37,444 42,053 

Total costs of revenues 50,248 48,204 148,485 147,142 
Gross profit 11,093 11,069 34,659 36,549 

Selling, general and administrative expenses 16,161 14,083 44,768 39,159 
Loss from operations (5,068) (3,014) (10,109) (2,610)

Interest expense, net 165 365 873 1,154 
Loss on extinguishment of debt 426 — 426 — 

Loss from continuing operations before income taxes (5,659) (3,379) (11,408) (3,764)
Income tax expense, net 1,152 217 1,276 821 

Net loss from continuing operations (6,811) (3,596) (12,684) (4,585)

Income from discontinued operations before income taxes 197,920 1,152 196,508 1,385 
Income tax expense, net 33,758 241 36,315 436 

Net income from discontinued operations 164,162 911 160,193 949 

Net income (loss) $ 157,351 $ (2,685) $ 147,509 $ (3,636)

Basic earnings (loss) per share:
Net loss from continuing operations per share $ (0.32) $ (0.18) $ (0.60) $ (0.23)
Net income from discontinued operations per share 7.71 0.05 7.57 0.05 

Basic earnings (loss) per share $ 7.39 $ (0.13) $ 6.97 $ (0.18)
Diluted earnings (loss) per share:

Net loss from continuing operations per share $ (0.32) $ (0.18) $ (0.60) $ (0.23)
Net income from discontinued operations per share 7.71 0.05 7.57 0.05 

Diluted earnings (loss) per share $ 7.39 $ (0.13) $ 6.97 $ (0.18)
Weighted average number of shares outstanding:

Basic 21,282 20,211 21,164 19,899

Diluted 21,282 20,211 21,164 19,899
Comprehensive income (loss):

Net income (loss) $ 157,351 $ (2,685) $ 147,509 $ (3,636)
Foreign currency translation adjustment (34) 944 (343) (77)
Reclassifications of foreign currency translation adjustments realized upon disposal of
business (327) — (327) — 

Total comprehensive income (loss) $ 156,990 $ (1,741) $ 146,839 $ (3,713)

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PFSWEB, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(In Thousands, Except Share Data)

Three Months Ended September 30, 2021
Retained Accumulated

Additional Earnings Other Total
Common Stock Paid-In (Accumulated Comprehensive Treasury Stock Shareholders'

Shares Amount Capital Deficit) Income (Loss) Shares Amount Equity
Balance, June 30, 2021 21,209,300 $ 21 $ 170,486 $ (123,554) $ (638) 33,467 $ (125) $ 46,190 

Net income — — — 157,351 — — — 157,351 
Stock-based compensation — — 4,962 — — — — 4,962 
Exercise of stock options 35,050 — 227 — — — — 227 
Issuance of shares under stock-based
compensation awards — — — — — — — — 
Tax withholding on shares under
stock-based compensation awards — — — — — — — — 
Foreign currency translation — — — — (361) — — (361)

Balance, September 30, 2021 21,244,350 $ 21 $ 175,675 $ 33,797 $ (999) 33,467 $ (125) $ 208,369 

Nine Months Ended September 30, 2021
Retained Accumulated

Additional Earnings Other Total
Common Stock Paid-In (Accumulated Comprehensive Treasury Stock Shareholders'

Shares Amount Capital Deficit) Income (Loss) Shares Amount Equity
Balance, December 31, 2020 20,408,558 $ 20 $ 168,244 $ (113,712) $ (329) 33,467 $ (125) $ 54,098 

Net income — — — 147,509 — — — 147,509 
Stock-based compensation — — 8,417 — — — — 8,417 
Exercise of stock options 178,133 — 923 — — — — 923 
Issuance of shares under stock-based
compensation awards 657,659 1 (1) — — — — — 
Tax withholding on shares under
stock-based compensation awards — — (1,908) — — — — (1,908)
Foreign currency translation — — — — (670) — — (670)

Balance, September 30, 2021 21,244,350 $ 21 $ 175,675 $ 33,797 $ (999) 33,467 $ (125) $ 208,369 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PFSWEB, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (cont.)
(In Thousands, Except Share Data)

Three Months Ended September 30, 2020
Accumulated

Additional Other Total
Common Stock Paid-In Accumulated Comprehensive Treasury Stock Shareholders'

Shares Amount Capital Deficit Income (Loss) Shares Amount Equity
Balance, June 30, 2020 19,976,731 $ 19 $ 163,139 $ (109,694) $ (2,322) 33,467 $ (125) $ 51,017 

Net loss — — — (2,685) — — — (2,685)
Stock-based compensation — — 3,235 — — — — 3,235 
Exercise of stock options 41,583 — 226 — — — — 226 
Issuance of shares under stock-based
compensation awards 263,324 1 — — — — — 1 
Tax withholding on shares under stock-
based compensation awards — — (396) — — — — (396)
Foreign currency translation
adjustment, net of taxes — — — — 944 — — 944 

Balance, September 30, 2020 20,281,638 $ 20 $ 166,204 $ (112,379) $ (1,378) 33,467 $ (125) $ 52,342 

Nine Months Ended September 30, 2020
Accumulated

Additional Other Total
Common Stock Paid-In Accumulated Comprehensive Treasury Stock Shareholders'

Shares Amount Capital Deficit Income (Loss) Shares Amount Equity
Balance, December 31, 2019 19,465,877 $ 19 $ 158,192 $ (108,743) $ (1,301) 33,467 $ (125) $ 48,042 

Net loss — — — (3,636) — — — (3,636)
Stock-based compensation — — 8,934 — — — — 8,934 
Exercise of stock options 76,083 — 352 — — — — 352 
Issuance of shares under stock-based
compensation awards 739,678 1 — — — — — 1 
Tax withholding on shares under stock-
based compensation awards — — (1,274) — — — — (1,274)
Foreign currency translation
adjustment, net of taxes — — — — (77) — — (77)

Balance, September 30, 2020 20,281,638 $ 20 $ 166,204 $ (112,379) $ (1,378) 33,467 $ (125) $ 52,342 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PFSWEB, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands)

Nine Months Ended September 30,
2021 2020

Cash flows from operating activities:
Net income (loss) $ 147,509 $ (3,636)
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:

Depreciation and amortization 6,208 6,278 
Loss on early extinguishment of debt 426 — 
Gain on LiveArea Transaction (200,817) — 
Deferred income taxes 2,717 126 
Stock-based compensation expense 8,417 8,934 
Other 95 494 
Changes in operating assets and liabilities:

Accounts receivable 9,129 15,901 
Inventories 410 (1,790)
Prepaid expenses, other receivables and other assets (617) (194)
Operating leases (448) (1,033)
Income taxes payable 30,211 573 
Trade accounts payable, deferred revenues, accrued expenses and other liabilities (6,409) (24,150)

Net cash provided by (used in) operating activities (3,169) 1,503 

Cash flows from investing activities:
Purchases of property and equipment (4,815) (2,755)
Proceeds from LiveArea Transaction, net of cash divested 236,358 — 
Proceeds from sale of property and equipment 31 145 

Net cash provided by (used in) investing activities 231,574 (2,610)

Cash flows from financing activities:
Net proceeds from issuance of common stock 923 352 
Taxes paid on behalf of employees for withheld shares (1,908) (1,274)
Payments on finance lease obligations (732) (968)
Payments on revolving loan (160,181) (88,407)
Borrowings on revolving loan 126,681 90,407 
Payments on other debt (10,046) (1,414)
Borrowings on other debt 49 148 

Net cash used in financing activities (45,214) (1,156)

Effect of exchange rates on cash, cash equivalents and restricted cash 57 226 
Net increase (decrease) in cash and cash equivalents 183,248 (2,037)

Cash and cash equivalents, beginning of period 10,359 11,354 
Restricted cash, beginning of period 214 214 
Cash and cash equivalents discontinued operations, beginning of period 392 1,080 
Cash, cash equivalents and restricted cash, beginning of period 10,965 12,648 

Cash and cash equivalents, end of period 193,999 8,940 
Restricted cash, end of period 214 214 
Cash and cash equivalents discontinued operations, end of period — 1,457 
Cash, cash equivalents and restricted cash, end of period $ 194,213 $ 10,611 

Supplemental cash flow information:
Cash paid for income taxes $ 6,293 $ 1,079 
Cash paid for interest $ 763 $ 1,078 

Non-cash investing and financing activities:
Property and equipment acquired under long-term debt and finance leases $ 2,139 $ 4,454 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PFSWEB, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation
The accompanying unaudited condensed consolidated financial statements of PFSweb, Inc. and its subsidiaries have been prepared pursuant to the

rules and regulations of the Securities and Exchange Commission (“SEC”) and include all normal and recurring adjustments necessary to present fairly the
unaudited condensed consolidated balance sheets, statements of operations and comprehensive income (loss), statements of shareholders' equity, and
statements of cash flows for the periods indicated. Certain information and note disclosures normally included in annual financial statements prepared in
accordance with accounting principles generally accepted in the United States (“U.S. GAAP”) have been condensed or omitted pursuant to the rules and
regulations of the SEC. This report should be read in conjunction with our Annual Report on Form 10-K for the year ended December 31, 2020.  We refer
to PFSweb, Inc. and its consolidated subsidiaries collectively as “PFSweb,” the “Company,” “us,” “we” and “our” in these unaudited condensed
consolidated financial statements.

In July 2021, we announced an agreement to sell our LiveArea Professional Services business unit ("LiveArea") and the divestiture was completed
on August 25, 2021 ("the LiveArea Transaction"). All periods presented in the Company's Quarterly Report on Form 10-Q for the three and nine months
ended September 30, 2021 (this "Form 10-Q") have been recast to present LiveArea as a discontinued operation. Results of our operations for interim
periods may not be indicative of results for the full fiscal year. See Note 3. Discontinued Operations for additional information on our sale of LiveArea.

Revision of previously issued consolidated financial statements

In connection with the preparation of its financial statements for the quarter ended June 30, 2021, the Company identified an immaterial error
related to deferred income taxes that were incorrectly recorded in prior periods. In accordance with Staff Accounting Bulletin (“SAB”) No. 99, Materiality
and SAB No. 108, Considering the Effects of Prior Year Misstatements When Quantifying Misstatements in Current Year Financial Statements, the
Company evaluated the materiality of this error both quantitatively and qualitatively and determined that it was not material to any previously issued
interim or annual consolidated financial statements. However, adjusting for the cumulative effect of this error in the consolidated statement of operations
and comprehensive income (loss) for the three months ended June 30, 2021 would be material to the Company’s results for that period as the cumulative
amount of the error increased over time. As such, the Company has revised its previously issued consolidated balance sheet as of December 31, 2020 and
its unaudited condensed consolidated financial statements for the three and nine months ended September 30, 2020 to correct the error.

The accompanying financial statements and relevant footnotes to the condensed consolidated financial statements in this Form 10-Q have been
revised to correct for the immaterial error discussed above. The tables below provide reconciliations of our previously reported amounts to our revised
amounts to correct for the immaterial error and to recast certain amounts in order to present LiveArea as a discontinued operation in the Company's
consolidated balance sheet as of December 31, 2020 and its unaudited condensed consolidated financial statements for the three and nine months ended
September 30, 2020. See Note 3. Discontinued Operations.

The effect of the above adjustments on the consolidated balance sheet at December 31, 2020 is as follows (in thousands):

December 31, 2020
Adjustments

As Previously
Reported

Discontinued
Operations Deferred Tax Asset As Revised

Long-term assets of discontinued operations $ — $ 29,982 $ 1,735 $ 31,717 
Total assets $ 213,161 $ — $ 1,735 $ 214,896 
Accumulated deficit $ (115,447) $ — $ 1,735 $ (113,712)
Total shareholders’ equity $ 52,363 $ — $ 1,735 $ 54,098 
Total liabilities and shareholders’ equity $ 213,161 $ — $ 1,735 $ 214,896 
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The effect of the above adjustments on the consolidated statement of operations and comprehensive income (loss) for the three months ended
September 30, 2020 is as follows (in thousands, except per share data):

Three Months Ended September 30, 2020
Adjustments

As Previously
Reported

Discontinued
Operations

Deferred Tax
Asset As Revised

Income from discontinued operations before income taxes $ — $ 1,152 $ — $ 1,152 
Income tax expense (benefit), net — 375 (134) 241 
Net income from discontinued operations — 777 134 911 
Net income (loss) $ (2,819) $ — $ 134 $ (2,685)

Basic earnings (loss) per share:
Net income (loss) from discontinued operations per share $ — $ 0.04 $ 0.01 $ 0.05 
Basic income (loss) per share $ (0.14) $ — $ 0.01 $ (0.13)

Diluted earnings (loss) per share:
Net income (loss) from discontinued operations per share $ — $ 0.04 $ 0.01 $ 0.05 
Diluted income (loss) per share $ (0.14) $ — $ 0.01 $ (0.13)

Comprehensive income (loss):
Net income (loss) $ (2,819) $ — $ 134 $ (2,685)
Total comprehensive income (loss) $ (1,875) $ — $ 134 $ (1,741)

The effect of the above adjustments on the consolidated statement of operations and comprehensive income (loss) for the nine months ended
September 30, 2020 is as follows (in thousands, except per share data):

Nine Months Ended September 30, 2020
Adjustments

As Previously
Reported

Discontinued
Operations

Deferred Tax
Asset As Revised

Income from discontinued operations before income taxes $ — $ 1,385 $ — $ 1,385 
Income tax expense (benefit), net — 837 (401) 436 
Net income from discontinued operations — 548 401 949 
Net income (loss) $ (4,037) $ — $ 401 $ (3,636)

Basic earnings (loss) per share:
Net income (loss) from discontinued operations per share $ — $ 0.03 $ 0.02 $ 0.05 
Basic income (loss) per share $ (0.20) $ — $ 0.02 $ (0.18)

Diluted earnings (loss) per share:
Net income (loss) from discontinued operations per share $ — $ 0.03 $ 0.02 $ 0.05 
Diluted income (loss) per share $ (0.20) $ — $ 0.02 $ (0.18)

Comprehensive income (loss):
Net income (loss) $ (4,037) $ — $ 401 $ (3,636)
Total comprehensive income (loss) $ (4,114) $ — $ 401 $ (3,713)
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The effect of the above adjustments on the consolidated statement of shareholders’ equity for the three months ended September 30, 2020 is as
follows (in thousands):

Three Months Ended September 30, 2020
Adjustments

Accumulated deficit
As Previously

Reported
Discontinued
Operations

Deferred Tax
Asset As Revised

Balance, June 30, 2020 $ (111,161) $ — $ 1,467 $ (109,694)
Net loss (2,819) — 134 (2,685)
Balance, September 30 2020 $ (113,980) $ — $ 1,601 $ (112,379)

The effect of the above adjustments on the consolidated statement of shareholders’ equity for the nine months ended September 30, 2020 is as
follows (in thousands):

Nine Months Ended September 30, 2020
Adjustments

Accumulated deficit
As Previously

Reported
Discontinued
Operations

Deferred Tax
Asset As Revised

Balance, December 31, 2019 $ (109,943) $ — $ 1,200 $ (108,743)
Net loss (4,037) — 401 (3,636)
Balance, September 30 2020 $ (113,980) $ — $ 1,601 $ (112,379)

The effect of the above adjustments on the consolidated statement of cash flows for the nine months ended September 30, 2020 is as follows (in
thousands):

Nine Months Ended September 30, 2020
Adjustments

As Previously
Reported

Discontinued
Operations Deferred Tax Asset As Revised

Cash flows from operating activities:
Net loss $ (4,037) $ — $ 401 $ (3,636)
Deferred income taxes $ 527 $ — $ (401) $ 126 
Net cash provided by operating activities $ 1,503 $ — $ — $ 1,503 

2. Significant Accounting Policies

Use of Estimates
The preparation of consolidated financial statements and related disclosures in conformity with U.S. GAAP requires management to make

judgments, estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses and disclosure of contingent assets and
liabilities. The recognition and allocation of certain revenues, costs of revenues and selling, general and administrative expenses in these unaudited
condensed consolidated financial statements also require management estimates and assumptions.

Estimates and assumptions about future events and their effects cannot be determined with certainty. The Company bases its estimates on
historical experience and various other assumptions believed to be applicable and reasonable under the circumstances. These estimates may change as new
events occur, as additional information is obtained and as the operating environment changes. These changes have been included in the unaudited
condensed consolidated financial statements as soon as they became known. In addition, management is periodically faced with uncertainties, the outcomes
of which are not within its control and will not be known for prolonged periods of time. Based on a critical assessment of accounting policies and the
underlying judgments and uncertainties affecting the application of those policies, management believes the Company’s unaudited condensed consolidated
financial statements are fairly stated in accordance with U.S. GAAP and provide a fair presentation of the Company’s financial position and results of
operations.

Furthermore, we considered the impact of the COVID-19 pandemic on the use of estimates and assumptions used for financial reporting and
determined that there was no adverse material impact to our results of operations for the three and nine months ended September 30, 2021; however, the
extent and duration of future impacts of the COVID-19 pandemic and any
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resulting economic impact are largely unknown and difficult to predict due to these unknown factors which may have a material impact on our financial
position and results of operations in the future.

Income Taxes

For the three and nine months ended September 30, 2021 and 2020, we have utilized the discrete effective tax rate method, as allowed by
Accounting Standards Codification (“ASC”) 740-270-30-18, “Income Taxes—Interim Reporting,” to calculate the interim income tax provision. The
discrete method is applied when the application of the estimated annual effective tax rate is impractical because it is not possible to reliably estimate the
annual effective tax rate. The discrete method treats the year to date period as if it was the annual period and determines the income tax expense or benefit
on that basis. We believe that, at this time, the use of this discrete method is more appropriate than the annual effective tax rate method as (i) the estimated
annual effective tax rate method is not reliable due to the high degree of uncertainty in estimating annual pretax earnings by certain jurisdiction and (ii) our
ongoing assessment that the recoverability of our deferred tax assets is not likely in certain jurisdictions.

Impact of Recently Issued Accounting Standards

Recently Adopted Accounting Pronouncements
In December 2019, the FASB issued ASU No. 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes (“ASU No.

2019-12”). The amendments in this update simplify the accounting for income taxes by removing certain exceptions to the general principles in Topic 740,
as well as improve consistency of application by clarifying and amending existing guidance. The Company adopted ASU No. 2019-12 on January 1, 2021,
the effect of which was not material on its financial position, results of operations, and cash flows.

Pronouncements Not Yet Adopted

In June 2016, the FASB issued ASU 2016-13, "Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments," ("ASU 2016-13") which requires the measurement and recognition of expected credit losses for financial assets held at amortized cost. ASU
2016-13 replaces the existing incurred loss impairment model with an expected loss methodology, which will result in more timely recognition of credit
losses. ASU 2016-13 is effective for annual reporting periods, and interim periods within those years, beginning after December 15, 2019 for all public
entities, excluding smaller reporting companies, and after December 15, 2022 for smaller reporting companies. It requires a cumulative effect adjustment to
the balance sheet as of the beginning of the first reporting period in which the guidance is effective. We will adopt ASU 2016-13 on January 1, 2023. We
are currently in the early phase of evaluating the impact of the adoption of ASU 2016-13 on our condensed consolidated financial statements.
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3. Discontinued Operations
On July 2, 2021, the Company entered into a definitive agreement to sell LiveArea for approximately $250.0 million in cash, subject to certain

adjustments and customary closing conditions including receipt of regulatory approvals. As of June 30, 2021, the Company met the criteria set forth in
ASC 205-20, "Presentation of Financial Statements - Discontinued Operations," therefore, the LiveArea segment has been presented as a discontinued
operation in the Company's June 30, 2021 Form 10-Q and is reported as a discontinued operation in this Form 10-Q for the three and nine months periods
ended September 30, 2021 and 2020.

The LiveArea Transaction closed on August 25, 2021 for gross proceeds of approximately $250.0 million in cash, resulting in a pre-tax gain of
$200.8 million. The Company incurred approximately $15 million in cash-based transaction related costs during 2021 and used proceeds of approximately
$35 million to make estimated income tax payments related to the LiveArea Transaction, of which approximately $30 million was paid during the
December 2021 quarter.

In connection with the LiveArea Transaction, the Company entered into a transition services agreement with the purchaser to provide certain
accounting and administrative services for a period of up to twelve months. Income generated from transition services provided to the purchaser were
$0.4 million for the three and nine months ended September 30, 2021 and are recorded in selling, general and administrative expenses from continuing
operations in the condensed consolidated statement of operations and comprehensive income (loss).

Additionally, in connection with the LiveArea Transaction, in July 2021 the Company's Board of Directors approved a modification to the
Company's existing stock-based compensation plans to provide for accelerated vesting of certain restricted stock awards and stock options for LiveArea
personnel. As a result of the LiveArea Transaction, approximately 635,000 shares of restricted stock and approximately 160,000 stock options previously
awarded to certain executives and employees were accelerated and fully vested on August 25, 2021. Also as a result of the LiveArea Transaction, the
Company's Board of Directors approved the full payout of the 2021 cash compensation plan to certain LiveArea executives and employees. We recorded
incremental compensation expense of $3.3 million and $0.3 million related to the stock-based compensation modification and full targeted payout of the
2021 cash compensation plan, respectively, which is included in net income (loss) from discontinued operations on the condensed consolidated statement of
operations and comprehensive income (loss) for the three months ended September 30, 2021.

Furthermore, certain executives and employees of PFSweb, inclusive of certain LiveArea personnel, received cash transaction bonuses as a result
of the successful completion of the LiveArea Transaction. We recorded compensation expense of $3.5 million for executives and employees of the
LiveArea business segment, which is included in net income (loss) from discontinued operations on the condensed consolidated statement of operations
and comprehensive income (loss) for each of the three and nine months ended September 30, 2021. In addition, we recorded compensation expense of
$1.0 million for the executives and employees of PFSweb, which is included in selling, general and administrative expense on the condensed consolidated
statement of operations and comprehensive income (loss) for each of the three and nine months ended September 30, 2021. Furthermore, a total of
$0.7 million of compensation expense will be reflected in the results of continuing operations during the period from October 1, 2021 through March 31,
2022.

As a result of the LiveArea Transaction, we now only operate in one business segment, PFS Operations, and therefore will no longer present
segment data.
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At September 30, 2021 there were no remaining assets and liabilities of LiveArea following the close of the LiveArea Transaction. The following
table presents the carrying amount of major classes of assets and liabilities of LiveArea and a reconciliation to the amounts reported in the condensed
consolidated balance sheet (in thousands):

December 31,
2020

ASSETS
Current assets:

Cash and cash equivalents $ 392 
Accounts receivable, net of allowance for doubtful accounts of $854 11,184 
Related party receivable 730 
Other receivables 444 
Prepaid expenses and other current assets 1,170 
Current assets of discontinued operations 13,920 

Property and equipment, net 1,661 
Operating lease right-of use assets 632 
Identifiable intangibles, net 665 
Goodwill 23,257 
Other assets 5,502 
Long-term assets of discontinued operations 31,717 

Total assets of discontinued operations $ 45,637 
LIABILITIES

Current liabilities:
Trade accounts payable $ 1,035 
Accrued expenses 4,639 
Current portion of operating lease liabilities 88 
Current portion of long-term debt and finance lease obligations 3 
Deferred revenues 520 
Current liabilities of discontinued operations 6,285 

Long-term debt and capital lease obligations, less current portion 4 
Operating lease liabilities 541 

Long-term liabilities of discontinued operations 545 
Total liabilities of discontinued operations $ 6,830 
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The following table presents the major components of net income of LiveArea through the August 25, 2021 LiveArea Transaction close date and a
reconciliation to the amounts reported in the unaudited condensed consolidated statements of operations and comprehensive income (loss) (in thousands):

Three Months Ended
September 30,

Nine Months Ended
September 30,

2021 2020 2021 2020
Revenues:

Service fee revenue $ 13,616 $ 17,563 $ 50,197 $ 52,256 
Pass-through revenue 159 — 159 — 
Related party revenue — 248 574 272 

Total revenues 13,775 17,811 50,930 52,528 
Costs of revenues:

Cost of service fee revenue 7,134 9,353 27,173 28,001 
Cost of pass-through revenue 159 — 159 — 

Total costs of revenues 7,293 9,353 27,332 28,001 
Gross profit 6,482 8,458 23,598 24,527 

Selling, general and administrative expenses (9,379) (7,306) (27,906) (23,142)
Interest expense, net — — (1) — 
Gain on sale 200,817 — 200,817 — 

Income from discontinued operations before income taxes 197,920 1,152 196,508 1,385 
Income tax expense 33,758 241 36,315 436 

Net income from discontinued operations $ 164,162 $ 911 $ 160,193 $ 949 

The following table presents the depreciation and amortization, capital expenditures and significant noncash operating items of LiveArea for
through the August 25, 2021 LiveArea Transaction close date (in thousands):

Nine Months Ended September 30,
2021 2020

Cash flows from operating activities discontinued operations:
Depreciation and amortization $ 457 $ 787 
Stock-based compensation expense $ 4,613 $ 3,316 

Cash flows from investing activities discontinued operations:
Capital expenditures $ 159 $ 21 
Proceeds from sales of discontinued operations, net of cash divested $ 236,358 $ — 

4. Revenue from Contracts with Clients and Customers

Contract Assets and Contract Liabilities
Costs to fulfill contract assets decreased $2.6 million from December 31, 2020 to September 30, 2021, due to approximately $4.6 million of

amortization and recognition of costs, offset by approximately $2.0 million from new projects in the nine months ended September 30, 2021. Costs to
fulfill contract assets relate to deferred costs, which are included within other current assets and/or other assets, and software development costs, which are
included within property and equipment, in our condensed consolidated balance sheets.

Contract liabilities decreased $0.6 million from December 31, 2020 to September 30, 2021, due to approximately $11.4 million of amortization
and recognition of revenue, offset by approximately $10.8 million from new projects in the nine months ended September 30, 2021.  Contract losses
recognized for the nine months ended September 30, 2021 were not material. Accrued contract liabilities are included within accrued expenses in our
condensed consolidated balance sheets.

The timing of revenue recognition, billings and cash collections results in billed accounts receivable, unbilled receivables, and customer advances
and deposits (contract liabilities) on the condensed consolidated balance sheets. Changes in the contract asset and liability balances during the nine months
ended September 30, 2021 were not materially impacted by any other factors.
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Contract balances consist of the following (in thousands):

September 30, 2021 December 31, 2020
Contract Assets

Costs to fulfill $ 2,975 $ 5,575 
Total contract assets $ 2,975 $ 5,575 

Contract Liabilities
Accrued contract liabilities $ 2,968 $ 1,214 
Deferred revenue 3,541 5,936 

Total contract liabilities $ 6,509 $ 7,150 

Remaining performance obligations represent the transaction price of firm orders for which work has not yet been performed. The amount
reported for remaining performance obligations does not include 1) contracts that are less than one year in duration, 2) contracts for which we recognize
revenue based on the right to invoice for services performed, or 3) variable consideration allocated entirely to a wholly unsatisfied performance obligation.
Much of our revenue qualifies for one of these exemptions. As of September 30, 2021, the aggregate amount of the transaction price allocated to remaining
performance obligations for contracts with an original expected duration of one year or more was $5.1 million. We expect to recognize revenue on
approximately 46% of the remaining performance obligations in 2021, 42% in 2022, and the remaining recognized thereafter.

Disaggregation of Revenues

The following table presents our revenues, excluding sales and usage-based taxes, disaggregated by timing of revenue recognition (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020

Revenues:
Over time $ 57,245 $ 55,044 $ 170,248 $ 166,014 
Point-in-time 4,096 4,229 12,896 17,677 

Total revenues $ 61,341 $ 59,273 $ 183,144 $ 183,691 

The following table presents our revenues, excluding sales and usage-based taxes, disaggregated by region (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020

Revenues by region:
North America $ 55,287 $ 47,130 $ 154,574 $ 147,125 
Europe 6,054 12,143 28,570 36,566 

Total revenues $ 61,341 $ 59,273 $ 183,144 $ 183,691 

5. Inventory Financing
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Supplies Distributors, an indirect wholly-owned subsidiary of the Company, has a short-term credit facility with Peridot Financing Solutions (as
successor to IBM Credit LLC) and its assignees (“IBM Credit Facility”) to finance its purchase and distribution of Ricoh products in the United States,
providing financing for eligible Ricoh inventory and certain receivables up to $7.5 million, as per an amended agreement. The agreement has no stated
maturity date and provides either party the ability to exit the facility following a 90-day notice. In December 2021, Supplies Distributors entered into
Amendment No. 22 to the IBM Credit Facility. The amended IBM Credit Facility adjusted the maximum borrowing under the facility from $7.5 million to
$5.5 million and lowered the collateral insurance amount to $5.5 million.

Given the structure of this facility and as outstanding balances, which represent inventory purchases, are repaid within twelve months, we have
classified the outstanding amounts under this facility, which were $3.1 million and $3.6 million as of September 30, 2021 and December 31, 2020,
respectively, as trade accounts payable in the condensed consolidated balance sheets. As of September 30, 2021, Supplies Distributors had $1.0 million of
available credit under this facility. The IBM Credit Facility contains cross default provisions and various restrictions upon the ability of Supplies
Distributors to, among other things, merge, consolidate, sell assets, incur indebtedness, make loans and payments to related parties (including entities
directly or indirectly owned by PFSweb, Inc.), provide guarantees, make investments and loans, pledge assets, make changes to capital stock ownership
structure and pay dividends. The IBM Credit Facility also contains financial covenants, such as annualized revenue to working capital, net profit after tax to
revenue, and total liabilities to tangible net worth, as defined, and is secured by certain of the assets of Supplies Distributors, as well as a collateralized
guaranty of PFSweb. Additionally, PFSweb is required to maintain a minimum Subordinated Note receivable balance from Supplies Distributors of $1.0
million, as per an amended agreement. Borrowings under the IBM Credit Facility accrue interest, after a defined free financing period, at prime rate plus
0.5%, which resulted in a weighted average interest rate of 3.75% for both September 30, 2021 and December 31, 2020. As of September 30, 2021, the
Company was in compliance with all financial covenants under the IBM Credit Facility, however, due to the late filing of its June 30, 2021 Form 10-Q and
this Form 10-Q, the Company became in violation of certain of its covenants under the IBM Credit Facility. On December 14, 2021, the Company received
a consent from the lender thereunder, which waived the event of default caused by the late filing for an indefinite period of time.

6. Debt and Finance Lease Obligations

Outstanding debt and finance lease obligations consist of the following (in thousands): 

September 30, 2021 December 31, 2020
U.S. Credit Agreement

Revolver $ — $ 33,500 
Equipment loan — 8,035 
Debt issuance costs — (224)

Finance Leases 322 1,049 
Other 86 120 

Total 408 42,480 
Less current portion of long-term debt 310 3,411 

Long-term debt, less current portion $ 98 $ 39,069 

U.S. Credit Agreement
Until August 25, 2021, we had a credit agreement, which was later amended (“Amended Facility”) with Regions Bank and certain other banking

parties. The Amended Facility provided revolving loan availability up to $60.0 million, with the ability for an increase of $20.0 million, and had a maturity
date of November 1, 2023. Borrowings under the Amended Facility accrued interest at a variable rate based on prime rate or LIBOR, plus an applicable
margin. At December 31, 2020 the weighted average interest rate on the Amended Facility was 2.52%.

Due to the late filing of its Form 10-Q for the period ended June 30, 2021, the Company was in violation of certain of its covenants under the
Amended Facility. On August 11, 2021, the Company received a consent from the lenders thereunder, which waived the event of default caused by the late
filing, and extended the delivery date of the Form 10-Q until August 31, 2021.

On August 25, 2021, the Company used $62.5 million of the LiveArea Transaction proceeds to fully repay and extinguish its Amended Facility.
As a result of the full repayment of our Amended Facility, we recognized a $0.4 million loss on extinguishment of debt on the condensed consolidated
statement of operations and comprehensive income (loss) for the three and nine months ended September 30, 2021.
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7. Income Taxes

For the three months ended September 30, 2021, loss from continuing operations before income taxes was $5.7 million and income tax expense
was $1.2 million resulting in an effective tax rate of (20.4)%. For the nine months ended September 30, 2021, loss from continuing operations before
income taxes was $11.4 million and income tax expense was $1.3 million resulting in an effective tax rate of (11.2)%. The effective tax rate varied from the
U.S. federal statutory rate for the three months ended September 30, 2021 primarily due to the valuation allowance and a deferred tax true-up to stock-
based compensation. The effective tax rate varied from the U.S. federal statutory rate for the nine months ended September 30, 2021 primarily due to
nondeductible expenses, the valuation allowance and a deferred tax true-up to stock-based compensation.

For the three months ended September 30, 2020, loss from continuing operations before income taxes was $3.4 million and income tax expense
was $0.2 million resulting in an effective tax rate of (6.4)%. For the nine months ended September 30, 2020, loss from continuing operations before income
taxes was $3.8 million and income tax expense was $0.8 million resulting in an effective tax rate of (21.8)%. The effective tax rate varied from the U.S.
federal statutory rate for the three months ended September 30, 2020 primarily due to state tax expense. The effective tax rate varied from the U.S. federal
statutory rate for the nine months ended September 30, 2020 primarily due to nondeductible expenses, valuation allowance and state tax expense.

In response to the COVID-19 pandemic, many governments have enacted or are contemplating measures to provide aid and economic stimulus.
These measures may include deferring the due dates of tax payments or other changes to their income and non-income-based tax laws. The Coronavirus
Aid, Relief, and Economic Security Act (“CARES Act”), which was enacted on March 27, 2020 in the U.S., includes measures to assist companies,
including temporary changes to income and non-income-based tax laws. For the three and nine months ended September 30, 2021, there were no material
tax impacts to our condensed consolidated financial statements as they relate to the CARES Act or any other global COVID-19 measures. We continue to
monitor additional guidance issued by the U.S. Treasury Department, the Internal Revenue Service and others.

We believe that we have not established a sufficient history of earnings, on a stand-alone basis, to support the more likely than not realization of
certain deferred tax assets in excess of existing taxable temporary differences. A valuation allowance has been provided for the majority of these net
deferred income tax assets as of September 30, 2021 and December 31, 2020. The remaining net deferred tax assets at both September 30, 2021 and
December 31, 2020 primarily relate to the Company’s European operations and certain state tax benefits and are included in other non-current assets on the
consolidated balance sheets. The remaining net deferred tax liabilities at September 30, 2021 primarily relate to the tax amortization of goodwill related to
a prior acquisition and anticipated repatriation of earnings from our Indian subsidiary and are reported in other long-term liabilities. The remaining net
deferred tax liabilities at December 31, 2020 primarily relate to the tax amortization of goodwill related to a prior acquisition reported in other long-term
liabilities. The Company has state and foreign net operating loss carryforwards of $6.3 million and $14.7 million that expire at various dates from 2021
through 2034.

The Company recognizes the tax benefit from an uncertain tax position only if it is more-likely-than-not that the tax position will be sustained on
examination by taxing authorities, based on the technical merits of the position. The tax benefits recognized in the financial statements from such a position
are measured based on the largest benefit that has a greater than 50% likelihood of being realized upon ultimate settlement. The liability accrued for
uncertain tax positions was $0.2 million at September 30, 2021.

For federal income tax purposes, tax years that remain subject to examination include years 2017 through 2020. However, the utilization of net
operating loss carryforwards that arose prior to 2016 remains subject to examination through the years such carryforwards are utilized. For Europe, tax
years that remain subject to examination include years 2016 to 2020. For Canada, tax years that remain subject to examination include years 2013 to 2020,
depending on the subsidiary. For state income tax purposes, the tax years that remain subject to examination include years 2016 to 2020, depending upon
the jurisdiction in which the Company files tax returns. The Company and its subsidiaries have various income tax returns in the process of examination.
The Company does not expect these examinations will result in material unrecognized tax expense.
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8. Earnings (Loss) Per Share
Basic earnings (loss) per share is computed by dividing net income (loss) available to common stockholders by the weighted-average number of

common shares outstanding for the reporting period. Diluted earnings (loss) per share is computed by dividing net income (loss) available to common
stockholders by the weighted-average number of common stock and common stock equivalents outstanding for the reporting period. In periods when we
recognize a net loss from continuing operations, we exclude the impact of outstanding common stock equivalents from the diluted loss per share calculation
as their inclusion would have an antidilutive effect. For each of the three and nine month periods ended September 30, 2021 we had outstanding common
stock equivalents of approximately 2.5 million that have been excluded from the calculations of diluted earnings per share attributable to common
stockholders because their effect would have been antidilutive. For each of the three and nine months ended September 30, 2020 we had outstanding
common stock equivalents of approximately 3.7 million that have been excluded from the calculations of diluted earnings per share attributable to common
stockholders because their effect would have been antidilutive.

9. Commitments and Contingencies
The Company is subject to claims in the ordinary course of business, including claims of alleged infringement by the Company or its subsidiaries

of the patents, trademarks and other intellectual property rights of third parties as well as confidentiality and data privacy matters. The Company is
generally required to indemnify its service fee clients against any third party claims asserted against such clients alleging infringement by the Company of
the patents, trademarks and other intellectual property rights of third parties. While we are unable to determine the ultimate outcome of any liabilities
resulting from these claims, we do not believe the resolution of any particular matter will have a material adverse effect on the Company’s financial
position or results of operations.

10. Related Party Transactions
In December 2020, on behalf of a client, the Company entered into an agreement with Pilot Freight Services ("Pilot") under which Pilot provides

the Company various freight services. David Beatson, a member of our Board of Directors is also on the Board of Directors of Pilot and holds less than 1%
of the outstanding shares in Pilot. Pilot is a portfolio company of ATL Partners, LLC, where Mr. Beatson serves on the Executive Board and is a
shareholder of its two funds (less than 1% holdings of each).

We recognized $0.9 million of related party cost of revenues in nine months ended September 30, 2021 which is recorded in cost of pass-through
revenue in the condensed consolidated statement of operations and comprehensive income (loss) for the three and nine months ended September 30, 2021.
As of September 30, 2021, we had a trade accounts payable balance of $0.2 million to Pilot.
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our results of operations and financial condition should be read in conjunction with the unaudited

condensed consolidated financial statements and related notes appearing elsewhere in this Form 10-Q.

Forward-Looking Information

This Form 10-Q contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, Section 27A of
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, including statements that involve expectations, plans or intentions
(such as those relating to future business, future results of operations or financial condition, new or planned features or services, or management strategies).
You can identify these forward-looking statements by words such as “may,” “will,” “would,” “should,” “could,” “expect,” “anticipate,” “believe,”
“estimate,” “intend,” “plan,” “potential,” “project,” “predict,” “future,” “target,” “seek,” “continue” and other similar expressions. These forward-looking
statements involve risks and uncertainties, and may include assumptions as to how we may perform in the future, including the risk Nasdaq may delist our
common stock since we have not met Nasdaq’s continued listing standards which could have a material adverse effect on our company and the price of our
common stock, and the impact of the COVID-19 pandemic (and any variants thereof) on our business, results of operations and global economic
conditions. Although we believe the expectations reflected in our forward-looking statements are reasonable, we cannot guarantee these expectations will
actually be achieved. In addition, some forward-looking statements are based upon assumptions about future events that may not prove to be accurate.
Therefore, our actual results may differ materially from those expressed or implied in our forward-looking statements. Such risks and uncertainties include,
among others, those discussed in “Part I, Item 1A: Risk Factors” of our Annual Report on Form 10-K for the fiscal year ended December 31, 2020 as
supplemented by our Form 10-K/A filed with the Securities and Exchange Commission (the "SEC") on April 30, 2021 (the “Annual Report”), as well as in
our consolidated financial statements, related notes, and the other information appearing elsewhere in the Annual Report and our other filings with the
SEC, including any quarterly reports on Form 10-Q. We do not intend, and undertake no obligation, to update any of our forward-looking statements after
the date of this report to reflect actual results or future events or circumstances. There may be additional risks we do not currently view as material or that
are not presently known or that are beyond our ability to control or predict. Given these risks and uncertainties, investors are cautioned not to place undue
reliance on such forward-looking statements.

Key Events and Trends
On July 2, 2021, the Company entered into a definitive agreement to sell LiveArea for approximately $250.0 million in cash, subject to certain

adjustments and customary closing conditions including receipt of regulatory approvals (the "LiveArea Transaction"). The LiveArea Transaction closed on
August 25, 2021 ("the LiveArea Transaction Date"). As of June 30, 2021, the criteria for reporting LiveArea as a discontinued operation were met and, as
such, all periods presented in this Form 10-Q have been recast to present LiveArea as a discontinued operation. Unless otherwise specified, the financial
information and discussion in this Form 10-Q are based on our continuing operations (i.e., PFS Operations) and exclude any results of our discontinued
operations (i.e., LiveArea).

In completing the discontinued operations presentation, certain LiveArea revenues, costs of fees and gross margin related to client contracts that
were not fully transferred to contracts directly operating under the LiveArea operating entities as of the August 2021 transaction date were maintained by
PFSweb as part of the continuing operations presentation. As of the LiveArea Transaction Date, future activities of certain contracts where we have
subcontracted services to LiveArea are expected to be recorded as pass-through revenue and pass-through costs, for as long as such contracts continue to be
maintained directly through PFSweb. Additionally, certain costs previously reported as LiveArea selling, general and administrative costs in prior segment
reporting have been reallocated to continuing operations costs, if such rights and obligations were not transferred as part of the LiveArea Transaction, and
certain costs previously reported as unallocated corporate expenses have been reported as discontinued operations if such costs were related to rights and
obligations that were transferred as part of the LiveArea Transaction. As such, the historical continuing operations presentation included herein reflects the
historical PFS Operations segment and certain components of the LiveArea business which will not be reflected in a similar manner going forward. See
Note 3. Discontinued Operations to the condensed consolidated financial statements included in this Form 10-Q for additional information on our
discontinued operations.

COVID-19 Pandemic

We continue to monitor the impact of the COVID-19 pandemic (and any variants thereof) on all aspects of our business. While the COVID-19
pandemic has not had a material adverse impact on our results of operations to date, the future impacts of the pandemic and any resulting economic impact
are still uncertain as the pandemic continues to evolve. We have experienced labor rate increases in certain of our markets for fulfillment activities and
labor shortages in all markets. We believe this will continue and that this could impact our overall fulfillment related costs and staffing. In the interim, we
are leveraging our multi-node network and distributing work to our centers with more available labor and/or lower costs, implementing certain productivity
enhancements, working together with our clients to reduce costs, and offsetting the cost increases with price increases where necessary.
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We have taken a number of precautionary measures designed to help minimize the risk of the spread of the virus to our employees and adjusted
our operations wherever necessary to help ensure a safe environment for our staff across business functions. As a result of the impact of COVID-19, many
businesses continue to experience short-term or long-term liquidity issues. Based on our current expectations, we believe we have the appropriate financial
structure in place to support our own business operations through the pandemic. However, we do expect increased potential risk from the viability of clients
and their ability to make payments on time. We have and will continue to closely monitor our clients’ financial results, payment patterns and business
updates in an effort to minimize any potential credit risk impact.

While many of the related restrictions have been lifted, we have also seen a resurgence of the virus (including new variants) in many geographic
regions, which could have a negative impact on our business and adversely affect the Company’s results of operations, cash flows and financial position as
well as that of our clients.

We incurred additional costs related to the enhanced cleaning regimen implemented in our facilities and purchases of personal protective
equipment ("PPE") for employees. However, for the nine months ended September 30, 2021 and 2020, the increased costs related to the COVID-19
pandemic, excluding hourly wage rate related labor cost increases, were not material. We will continue to monitor these for potential impacts to future cash
flow.

While the COVID-19 pandemic has not had a material adverse impact on our operations to date, the extent and duration of future impacts of the
pandemic (including any variants of COVID-19) and any resulting economic impact on our business are largely unknown and difficult to predict.

Overview

PFSweb is a Global Commerce Services Company. We manage the customer shopping experience for major branded manufacturers and retailers.
We provide services to support or improve the physical, post-click experience, such as logistics and order fulfillment, customer care, and order-to-cash
services including distributed order orchestration and payment services. We offer each of these services on an à la carte basis or as a complete solution.
Major brands and other companies turn to us to optimize their customer experiences and enhance their traditional and online business channels, creating
commerce without compromise.
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Operating Results
The following table discloses certain financial information about our continuing operations for the periods presented and excludes results of our

discontinued operations. The financial information below is expressed in terms of dollars, dollar change, percentage change and as a percentage of total
revenues (in thousands, except percentages):

Three Months Ended
September 30,

% of Total
Revenues

Nine Months Ended
September 30,

% of Total
Revenues

2021 2020 Change 2021 2020 2021 2020 Change 2021 2020
Revenues

Service fee revenue $ 44,275 $ 42,383 $ 1,892 72.2 % 71.5 % $ 132,804 $ 123,961 $ 8,843 72.5 % 67.5 %
Product revenue, net $ 4,096 $ 4,229 $ (133) 6.6 % 7.1 % $ 12,896 $ 17,677 $ (4,781) 7.0 % 9.6 %
Pass-through revenue $ 12,970 $ 12,661 $ 309 21.1 % 21.4 % $ 37,444 $ 42,053 $ (4,609) 20.4 % 22.9 %

Total revenues $ 61,341 $ 59,273 $ 2,068 100.0 % 100.0 % $ 183,144 $ 183,691 $ (547) 100.0 % 100.0 %
Costs of Revenues

Cost of service fee revenue $ 33,383 $ 31,524 $ 1,859 75.4 % (1) 74.4 % $ 98,776 $ 88,357 $ 10,419 74.4 % (1) 71.3 %
Cost of product revenue $ 3,895 $ 4,019 $ (124) 95.1 % (2) 95.0 % $ 12,265 $ 16,732 $ (4,467) 95.1 % (2) 94.7 %
Cost of pass-through revenue $ 12,970 $ 12,661 $ 309 100.0 % (3) 100.0 % $ 37,444 $ 42,053 $ (4,609) 100.0 % (3) 100.0 %

Total costs of revenues $ 50,248 $ 48,204 $ 2,044 81.9 % 81.3 % $ 148,485 $ 147,142 $ 1,343 81.1 % 80.1 %
Service fee gross profit $ 10,892 $ 10,859 $ 33 24.6 % (1) 25.6 % $ 34,028 $ 35,604 $ (1,576) 25.6 % (1) 28.7 %
Product revenue gross profit $ 201 $ 210 $ (9) 4.9 % (2) 5.0 % $ 631 $ 945 $ (314) 4.9 % (2) 5.3 %

Total gross profit $ 11,093 $ 11,069 $ 24 18.1 % 18.7 % $ 34,659 $ 36,549 $ (1,890) 18.9 % 19.9 %
Selling, General and Administrative
expenses $ 16,161 $ 14,083 $ 2,078 26.3 % 23.8 % $ 44,768 $ 39,159 $ 5,609 24.4 % 21.3 %
Loss from continuing operations $ (5,068) $ (3,014) $ (2,054) (8.3)% (5.1)% $ (10,109) $ (2,610) $ (7,499) (5.5)% (1.4)%
Interest expense, net $ 165 $ 365 $ (200) 0.3 % 0.6 % $ 873 $ 1,154 $ (281) 0.5 % 0.6 %
Loss on extinguishment of debt $ 426 $ — $ 426 0.7 % — % $ 426 $ — $ 426 0.2 % — %
Loss from continuing operations before
income taxes $ (5,659) $ (3,379) $ (2,280) (9.2)% (5.7)% $ (11,408) $ (3,764) $ (7,644) (6.2)% (2.0)%
Income tax expense, net $ 1,152 $ 217 $ 935 1.9 % 0.4 % $ 1,276 $ 821 $ 455 0.7 % 0.4 %
Net loss from continuing operations $ (6,811) $ (3,596) $ (3,215) (11.1)% (6.1)% $ (12,684) $ (4,585) $ (8,099) (6.9)% (2.5)%

(1)    Represents the percentage of Service fee revenue.
(2)    Represents the percentage of Product revenue, net.
(3)    Represents the percentage of Pass-through revenue.
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Total revenues for the three months ended September 30, 2021 increased by $2.1 million and for the nine months ended September 30, 2021
decreased $0.5 million compared with the corresponding periods in 2020. Service fee revenue for the three and nine months ended September 30, 2021
increased $1.9 million and $8.8 million, respectively, compared to the corresponding periods in 2020. The service fee revenue increase for the three months
ended September 30, 2021, is primarily due to new client activity and expansion of existing client relationships, partially offset by certain client
terminations. The service fee revenue increase for the nine months ended September 30, 2021 is primarily due to (1) new client activity, (2) expansion of
existing client relationships, and (3) fulfillment volumes during the three months ended March 31, 2021 being much higher than the pre-pandemic
fulfillment volumes in the corresponding three month period in 2020, all of which were partially offset by certain client terminations.

Certain client contracts supported by the LiveArea segment were not fully transferred to the buyer as part of the LiveArea Transaction. The
services provided under these client contracts are currently being managed by PFSweb, and as such, the related service fee revenues, costs of revenues and
gross profit previously generated by this LiveArea related activity have been included in our continuing operations. Subsequent to the LiveArea
Transaction Date, PFSweb is acting as a prime contractor for these certain client contracts and the related services are being provided by the former
LiveArea business as a subcontractor of PFSWeb. Service fee revenue billed under this contractor-subcontractor relationship are expected to be recorded as
pass-through revenue and pass-through costs for as long as such contracts continue to be managed directly by PFSweb. Service fee revenues generated
under these contracts applicable to our former LiveArea segment of $2.4 million, $3.0 million, $8.8 million and $9.8 million are included in service fee
revenue in the condensed consolidated statement of operations and comprehensive income (loss) for each of the three and nine months ended September
30, 2021 and 2020, respectively.

Product revenue, net, for the three and nine months ended September 30, 2021, decreased by $0.1 million and $4.8 million, respectively, compared
with the corresponding periods in 2020. Product revenue declined as it is primarily dependent on one client, which restructured its operations and
discontinued certain product lines. We expect to see continued reduced product revenue for the remaining of the year continues, as a result of the
restructuring of our client and we expect this client relationship to be terminated in the first half of calendar year 2022, resulting in a discontinuance of
product revenue activity after such time.

Pass-through revenue for the three months ended September 30, 2021 increased by $0.3 million compared to the corresponding period in 2020.
Pass through revenue for the nine months ended September 30, 2021 decreased by $4.6 million compared to the corresponding period in 2020. The
decrease for the nine month period was primarily due to reduced freight activity (the primary component of pass-through revenue) applicable to certain
client accounts, including the impact of one client’s transition of their freight management activities to an in-house solution in mid calendar year 2020, and
the reduction of certain social media client related pass-through activities.

Gross margin decreased by 0.6% to 18.1% for the three months ended September 30, 2021 as compared to 18.7% in the same period of the prior
year. The decreased gross margin is due to a decrease of our service fee margin of 1.0% to 24.6% for the three months ended September 30, 2021 as
compared to 25.6% in the same period of the prior year, primarily as a result of increased fulfillment labor costs. The overall gross margin decrease was
somewhat offset by the impact of revenue mix, as the service fee business activity, which generates a higher gross margin than the product revenue and
pass-through revenue activity, represents a larger proportion of total revenues for the three months ended September 30, 2021 as compared to the prior year.

Gross margin decreased by 1.0% to 18.9% for the nine months ended September 30, 2021 as compared to 19.9% in the same period of the prior
year. The service fee margin decreased by 3.1% to 25.6% for the nine months ended September 30, 2021 as compared to 28.7% for the same period of the
prior year, primarily as a result of increased fulfillment labor rates and personal protective equipment related costs. Additionally, our gross margin was
negatively impacted by reduced technology-related project activity. The overall gross margin decrease was partially offset by our service fee business,
which generates a higher gross margin than the product revenue and pass-through revenue activity representing a larger proportion of our total revenues for
the nine months ended September 30, 2021, as compared to the same period of the prior year.

Selling, General and Administrative Expenses

Selling, general and administrative expenses increased $2.1 million and $5.6 million for the three and nine months ended September 30, 2021,
respectively, compared to the corresponding periods in 2020. The increase was primarily attributable to (1) the prior year three and nine month periods
include a reduction to vacation expense related to a change in policy to allow for the introduction of a flexible vacation policy that was not restricted to
time earned by the Company for US employees, (2) increased personnel related costs, (3) increased facility related costs, (4) transaction bonus for certain
executives and employees of PFSweb related to the LiveArea Transaction and (5) costs related to the Company's ongoing strategic alternatives assessment
process. These increases were slightly offset by $0.4 million of other income applicable to the transition services agreement related to the LiveArea
Transaction.

23



Income Taxes

For the three months ended September 30, 2021, loss from continuing operations before income taxes was $5.7 million and income tax expense
was $1.2 million resulting in an effective tax rate of (20.4)%. For the nine months ended September 30, 2021, loss from continuing operations before
income taxes was $11.4 million and income tax expense was $1.3 million resulting in an effective tax rate of (11.2)%. The effective tax rate varied from the
U.S. federal statutory rate for the three months ended September 30, 2021 primarily due to the valuation allowance and a deferred tax true-up to stock-
based compensation. The effective tax rate varied from the U.S. federal statutory rate for the nine months ended September 30, 2021 primarily due to
nondeductible expenses, the valuation allowance and a deferred tax true-up to stock-based compensation.

For the three months ended September 30, 2020, loss from continuing operations before income taxes was $3.4 million and income tax expense
was $0.2 million resulting in an effective tax rate of (6.4)%. For the nine months ended September 30, 2020, loss from continuing operations before income
taxes was $3.8 million and income tax expense was $0.8 million resulting in an effective tax rate of (21.8)%. The effective tax rate varied from the U.S.
federal statutory rate for the three months ended September 30, 2020 primarily due to state tax expense. The effective tax rate varied from the U.S. federal
statutory rate for the nine months ended September 30, 2020 primarily due to nondeductible expenses, valuation allowance and state tax expense.

Discontinued Operations

See Note 3. Discontinued Operations to the unaudited condensed consolidated financial statements included in this Form 10-Q for information
regarding discontinued operations.

Liquidity and Capital Resources

In conjunction with the LiveArea Transaction in August 2021, we generated approximately $250.0 million in gross proceeds, of which
approximately $62.7 million was used to pay off and extinguish the Company’s Credit Agreement with Regions Bank. Additionally, we incurred
approximately $15 million in cash-based transaction related costs in 2021 and used proceeds of approximately $35 million to make estimated income tax
payments related to the LiveArea Transaction, of which approximately $30 million was paid during the December 2021 quarter. Our improved cash
position, as a result of the LiveArea Transaction, will satisfy our known operating cash needs, working capital and capital expenditure requirements, debt
and lease obligations, loans to our subsidiaries, if needed, and potential distributions to shareholders for at least the next twelve months. However, our cash
position could be adversely impacted by the uncertain duration and extent of the COVID-19 pandemic, increasing labor costs and our ability to adjust our
overall cost structure to support a smaller remaining business following the completion of the LiveArea Transaction.

Cash Flows from Operating Activities

During the nine months ended September 30, 2021, net cash used in operations was $3.2 million, compared to net cash provided by operations of
$1.5 million in the same period of the prior year. The nine months ended September 30, 2021 included a net use of cash related to operations before
changes in operating assets and liabilities. The nine months ended September 30, 2020 included a benefit from cash income generated from operations
before changes in operating assets and liabilities. Such cash use and benefit were then either increased or decreased, depending on period, by the net impact
of changes in assets and liabilities, primarily related to the amount and timing of client revenue billings and collections, vendor purchasing and payment
activity and payment of income taxes.

Cash Flows from Investing Activities

Cash provided by investing activities for the nine months ended September 30, 2021 included proceeds from the LiveArea Transaction, net of cash
divested of $236.4 million. Capital expenditures were $4.8 million and $2.8 million during the nine months ended September 30, 2021 and 2020,
respectively, exclusive of property and equipment acquired under debt and finance lease financing, which consisted primarily of capitalized software costs
and equipment purchases. Due to the proceeds received applicable to the LiveArea Transaction, the Company is now primarily using its existing cash to
fund capital expenditures, whereas in the past the company would utilize a combination of cash and debt. Capital expenditures have historically consisted
of additions to upgrade our management information systems, development of customized technology solutions to support and integrate with our service
fee clients and general expansion and upgrades to our facilities, both domestic and foreign. We expect to incur capital expenditures to support new
facilities, contracts and anticipated future growth opportunities. Based on our current client business activity and our targeted growth plans, we anticipate
our total investment in additions and upgrades to facilities and information technology solutions and services for the upcoming twelve months, including
costs to implement new clients, will be approximately $8.0 million to $10.0 million, although additional capital expenditures may be necessary to support
the infrastructure requirements of new clients. To maintain our current operating cash position, a portion of these expenditures may be financed through
client reimbursements, debt, operating or finance leases or additional equity.
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Cash Flows from Financing Activities

During the nine months ended September 30, 2021, cash used in financing activities was $45.2 million primarily driven by the repayment of the
Amended Facility with proceeds from the LiveArea Transaction. Cash used in financing activities was $1.2 million during the nine months ended
September 30, 2020. The balances in both periods were primarily due to net borrowing and payment activity on our revolving loan and other debt.

Working Capital

During the nine months ended September 30, 2021, our working capital increased to $166.0 million compared to $24.0 million at December 31,
2020, which was primarily driven by the net proceeds received from the LiveArea Transaction, less working capital sold in conjunction with the LiveArea
Transaction, and the extinguishment of the Company’s Credit Agreement with Regions Bank. The September 30, 2021, cash balance is higher than the
ongoing future cash expected to held by the Company due to the deferral of certain income tax payments and other LiveArea Transaction related payments
until the December 2021 quarter. As of December 31, 2021, total cash held by the Company was approximately $152 million.

Inventory Financing

Supplies Distributors, an indirect wholly-owned subsidiary of the Company, has a short-term credit facility with Peridot Financing Solutions (as
successor to IBM Credit LLC) and its assignees (“IBM Credit Facility”) to finance its purchase and distribution of Ricoh products in the United States,
providing financing for eligible Ricoh inventory and certain receivables up to $7.5 million, as per an amended agreement. The agreement has no stated
maturity date and provides either party the ability to exit the facility following a 90-day notice. In December 2021, Supplies Distributors entered into
Amendment No. 22 to the IBM Credit Facility. The amended IBM Credit Facility adjusted the maximum borrowing under the facility from $7.5 million to
$5.5 million and lowered the collateral insurance amount to $5.5 million.

Given the structure of this facility and as outstanding balances, which represent inventory purchases, are repaid within twelve months, we have
classified the outstanding amounts under this facility, which were $3.1 million and $3.6 million as of September 30, 2021 and December 31, 2020,
respectively, as trade accounts payable in the condensed consolidated balance sheets. As of September 30, 2021, Supplies Distributors had $1.0 million of
available credit under this facility. The IBM Credit Facility contains cross default provisions and various restrictions upon the ability of Supplies
Distributors to, among other things, merge, consolidate, sell assets, incur indebtedness, make loans and payments to related parties (including entities
directly or indirectly owned by PFSweb, Inc.), provide guarantees, make investments and loans, pledge assets, make changes to capital stock ownership
structure and pay dividends. The IBM Credit Facility also contains financial covenants, such as annualized revenue to working capital, net profit after tax to
revenue, and total liabilities to tangible net worth, as defined, and is secured by certain of the assets of Supplies Distributors, as well as a collateralized
guaranty of PFSweb. Additionally, PFSweb is required to maintain a minimum Subordinated Note receivable balance from Supplies Distributors of $1.0
million, as per an amended agreement. Borrowings under the IBM Credit Facility accrue interest, after a defined free financing period, at prime rate plus
0.5%, which resulted in a weighted average interest rate of 3.75% for both September 30, 2021 and December 31, 2020. As of September 30, 2021, the
Company was in compliance with all financial covenants under the IBM Credit Facility, however, due to the late filing of its June 30, 2021 Form 10-Q and
this Form 10-Q, the Company became in violation of certain of its covenants under the IBM Credit Facility. On December 14, 2021, the Company received
a consent from the lender thereunder, which waived the event of default caused by the late filing for an indefinite period of time.

Debt and Finance Lease Obligations

U.S. Credit Agreement. Until August 25, 2021, we had a credit agreement, which was later amended (“Amended Facility”) with Regions Bank and
certain other banking parties. The Amended Facility provided revolving loan availability up to $60.0 million, with the ability for an increase of $20.0
million, and had a maturity date of November 1, 2023. Borrowings under the Amended Facility accrued interest at a variable rate based on prime rate or
LIBOR, plus an applicable margin. At December 31, 2020, the weighted average interest rate on the Amended Facility was 2.52%.

In connection with LiveArea Transaction, all amounts outstanding under the Amended Facility were paid in full on August 25, 2021 and the
Amended Facility was terminated.

Master Lease Agreements. We have various agreements that provide for leasing or financing transactions of equipment and other assets and will
continue to enter into such arrangements as needed to finance the purchasing or leasing of certain equipment or other assets. Borrowings under these
agreements, which generally have terms of three to five years, are generally secured by the related equipment, and in certain cases, by a Company parent
guarantee.

Other than our finance and operating lease commitments, we do not have any other material financial commitments, although future client
contracts may require capital expenditures and lease commitments to support the services provided to such clients.
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ITEM 3. Quantitative and Qualitative Disclosure about Market Risk

Not applicable.

ITEM 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this report, under the supervision and with the participation of our management, including our Chief
Executive Officer (“CEO”) and Chief Financial Officer (“CFO” and together with the CEO, the “Certifying Officers”), we evaluated the effectiveness of
the design and operation of our disclosure controls and procedures (as such term is defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”)). Disclosure controls and procedures are controls and other procedures designed to ensure that information required to be
disclosed in our reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the
SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information
required to be disclosed in our reports filed or submitted under the Exchange Act is accumulated and communicated to management, including our
Certifying Officers, or persons performing similar functions, as appropriate, to allow timely decisions regarding required disclosure.

Based upon this evaluation, and the above criteria, our CEO and CFO concluded that the Company’s disclosure controls and procedures were not
effective as of September 30, 2021 due to our untimely filing of our Form 10-Q for the quarter ended September 30, 2021.

Notwithstanding the previously identified material weaknesses described below, our management, including our CEO and CFO, concluded that
the consolidated financial statements in this Quarterly Report on Form 10-Q for the three and nine months ended September 30, 2021 fairly present, in all
material respects, the Company’s financial condition, results of operations and cash flows for the periods presented, in conformity with U.S. GAAP.
However, because the material weaknesses create a reasonable possibility that a material misstatement to our consolidated financial statements may not
have been prevented or detected on a timely basis, the Company’s management concluded that at September 30, 2021, the Company’s internal control over
financial reporting was ineffective.

Previously Reported Material Weakness in Internal Control over Financial Reporting

As previously described in Part II—Item 9A – Controls and Procedures of our Annual Report, our management concluded that the Company did
not design, implement, and operate effective process-level control activities related to order-to-cash process (specifically controls over revenue recognition
pertaining to client invoicing) resulting in deficiencies in our process-level control activities. We have held meetings with the invoice preparers to
emphasize the importance of ensuring all backup is up to date and prices are agreed to current contracts, as well as the importance of an overall self-review;
however, we have not remediated the material weakness as of the date of this Quarterly Report on Form 10-Q for the three and nine months ended
September 30, 2021.

As previously described in Part I – Item 4 – Controls and Procedures of our Form 10-Q for the period ended June 30, 2021:
During the quarter ended June 30, 2021, we identified a material weakness in our internal control over financial reporting relating to accounting

for unusual transactions. Specifically, deficiencies were identified relating to the financial reporting requirements triggered by the LiveArea Transaction,
including the required financial statement presentation of discontinued operations.

During the quarter ended June 30, 2021 we further identified deficiencies in various aspects of our income tax controls related to the preparation
and review of our income tax provision, including the tax complexities triggered by the disposition of LiveArea in multiple jurisdictions as part of the
LiveArea Transaction, which management concluded such deficiencies aggregated to a material weakness.

In addition, we identified a material weakness in internal control over financial reporting related to ineffective information technology general
controls (“ITGCs”) in the areas of user access and segregation of duties related to administration of certain information technology (“IT”) systems that
support the Company’s financial reporting processes. These control deficiencies were a result of inadequate risk-assessment processes to identify and assess
user access and change management controls in certain IT systems.

Management’s Plan for Remediation

In response to these material weaknesses, management, with oversight of the Audit Committee of the Board of Directors, has identified and begun
to implement steps to remediate the material weaknesses. Specifically:
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• The Company has hired additional accounting personnel (including temporary personnel with requisite accounting and reporting experience) to fill
needed roles and assist in our accounting and financial reporting.

• The Company has engaged a third-party advisory accounting firm to fill needed roles and assist in proper accounting and financial reporting for
income taxes.

• Regarding the ITGC deficiencies, the Company has identified and implemented mitigating controls that will continue through the remainder of
2021. Our remediation plan with respect to such ITCG deficiencies also included the training of personnel tasked with reviewing IT system
change management and user access. Subject to testing of the effectiveness of the mitigating controls, management believes the implemented
mitigating controls will remediate this material weakness as of December 31, 2021.
The Company continues to implement certain remediation actions and continues to test and evaluate the elements of the remediation plan. Other

potential remediation activities that may be considered include training of employees and the design and implementation of mitigating controls.
We are committed to ensuring that our internal controls over financial reporting are designed and operating effectively. The material weaknesses

will not be considered remediated until the applicable controls operate for a sufficient period of time and management has concluded, through testing, that
these controls are operating effectively.

Other than discussed above, during the three months ended September 30, 2021, there was no change in internal control over financial reporting
(as defined in Rule 13a-15(f) or Rule 15d-15(f) under the Exchange Act) that has materially affected, or is reasonably likely to materially affect, our
internal control over financial reporting.
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PART II. OTHER INFORMATION

ITEM 1. Legal Proceedings

None.

ITEM 1A. Risk Factors
There have been no material changes from the risk factors disclosed in Part I, Item 1A. of our Annual Report on Form 10-K for the fiscal year

ended December 31, 2020 and in our subsequent Quarterly Reports on Form 10-Q.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

ITEM 3. Defaults Upon Senior Securities

None.

ITEM 4. Mine Safety Disclosures

None.

ITEM 5. Other Information

None.
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ITEM 6. Exhibits
a)    Exhibits:

Exhibit No. Description of Exhibits
2.1 Stock Purchase Agreement, dated as of July 2, 2021, by and among PFSweb, Inc., Priority Fulfillment Services, Inc., RevTech Solutions

India Private Limited, Merkle, Inc. and Dentsu Aegis Network India Private Limited.
2.1.1 Amendment to Stock Purchase Agreement, dated as of August 26, 2021, by and among PFSweb, Inc., Priority Fulfillment Services,

Inc., RevTech Solutions India Private Limited, Merkle, Inc. and Dentsu Aegis Network India Private Limited.
3.1 Amended and Restated Certificate of Incorporation of PFSweb, Inc.
3.1.1 Certificate of Amendment of Certificate of Incorporation of PFSweb, Inc.
3.1.2 Certificate of Amendment to Certificate of Incorporation of PFSweb, Inc.
3.1.3 Certificate of Amendment to Certificate of Incorporation of PFSweb, Inc.
3.1.4 Certificate of Amendment to Amended and Restated Certificate of Incorporation of PFSweb, Inc.
3.2 Amended and Restated By-Laws.
4.1 Rights Agreement, dated as of June 8, 2000, between the Company and ChaseMellon Shareholder Services, LLC.
4.1.8 Amendment No. 8 to Rights Agreement, dated as of August 24, 2021 between the Company and Computershare Inc., successor in

interest to Computershare Shareowner Services LLC (formerly known as Mellon Investor Services LLC,) as successor to ChaseMellon
Shareholder Services, LLC., as rights agent.

10.107** Amendment 22 to Agreement for Inventory Financing.

31.1**
Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

31.2**
Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

32.1**
Certifications of Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

101**

The following unaudited financial statements from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30,
2021, formatted in Inline XBRL: (i) Condensed Consolidated Balance Sheets, (ii) Condensed Consolidated Statements of Operations
and Comprehensive Income (Loss), (iii) Condensed Consolidated Statements of Shareholders' Equity, (iv) Condensed Consolidated
Statements of Cash Flows, and (v) Notes to Condensed Consolidated Financial Statements.

104** Cover Page Interactive Data file, formatted in Inline XBRL (included as Exhibit 101).

*    Denotes management or compensatory agreements
**    Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

Date: March 10, 2022

PFSweb, Inc.

By: /s/    Thomas J. Madden
Thomas J. Madden
Chief Financial Officer
Executive Vice President
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AMENDMENT NO. 22
TO

AGREEMENT FOR INVENTORY FINANCING

    This Amendment No. 22 ("Amendment") to the Agreement for Inventory Financing is made as of December ______, 2021 by and among
Peridot Financing Solutions, a Delaware limited liability company ("Peridot"), Business Supplies Distributors Holdings, LLC, a limited
liability company duly organized under the laws of the state of Delaware (“Holdings”), Supplies Distributors, Inc., a corporation duly
organized under the laws of the state of Delaware ("Borrower"), Priority Fulfillment Services, Inc., a corporation duly organized under the
laws of the state of Delaware (“PFS”) and PFSweb, Inc., a corporation duly organized under the laws of the state of Delaware (“PFSweb”)
(Borrower, Holdings, PFS, PFSweb, and any other entity that executes this Agreement or any Other Document, including without limitation all
Guarantors, are each individually referred to as a “Loan Party” and collectively referred to as “Loan Parties”).

RECITALS:

    A.    Each Loan Party and Peridot have entered into that certain Agreement for Inventory Financing that was assigned and novated to
Peridot as of August 31, 2021 (as amended, modified, restated or supplemented from time to time, the "Agreement"); and
    
    B.    The parties have agreed to modify the Agreement as more specifically set forth below, upon and subject to the terms and conditions
set forth herein.

AGREEMENT

    NOW THEREFORE, in consideration of the premises and other good and valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, Borrower, the other Loan Parties and Peridothereby agree as follows:

Section 1. Definitions.     All capitalized terms not otherwise defined herein shall have the respective meanings set forth in the Agreement.

Section 2. Amendment.

A.    Attachment A to the agreement is hereby amended by deleting such attachment A in its entirety and substituting, in lieu thereof,
the attachment A attached hereto. Such new Attachment A shall be effective as the date specified in the new Attachment A. The changes
contained in the new Attachment A include, without limitation, the following:

(i) Section II: Fees, Rates and Repayment Terms, subsection (A) is amended and restated in its entirety to read as follows:    
    

(A) Credit line: Five Million Five Hundred Thousand Dollars ($5,500,000.00)

(ii) Section II: Fees, Rates and Repayment Terms, subsection (A) is amended and restated in its entirety to read as follows:    

(A) Collateral Insurance Amount: Five Million and Five Hundred Thousand Dollars. ($5,500,000)

Section 3. Conditions of Effectiveness and Amendment. This Amendment shall become effective upon the receipt of Peridot of this
Amendment which shall have been authorized, executed and delivered by each of the parties hereto and Peridot shall have received a copy
of a fully executed Amendment.

Section 3.2 Accuracy and Completeness of Warranties and Representations. All representations made by the Loan Party in the
Agreement were true and accurate and complete in every respect as of the date made, and, as amended by this Amendment, all
representations made by the Loan Party in the Agreement are true, accurate and complete in every material respect as of the date hereof,
and do not fail to disclose any material fact necessary to make representations not misleading.

Section 3.3 Violation of Other Agreements and Consent. The execution and delivery of this Amendment and the performance and
observance of the covenants to be performed and observed
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hereunder (a) do not violate or cause any Loan Party not to be in compliance with the terms of any agreement to which such Loan Party is a
party, and (b) require the consent of any Person.

Section 3.4 Litigation. Except as has been disclosed by the Loan Parties to Peridot in writing, there is no litigation, proceeding, investigation
or labor dispute pending or threatened against any Loan Party, which, if adversely determined, would materially adversely affect the Loan
Party's ability to perform such Loan Party's obligations under the Agreement and the other documents, instruments and agreements
executed in connection therewith or pursuant hereto.

Section 3.5 Enforceability of Amendment. This Amendment has been duly authorized, executed and delivered by each Loan Party and is
enforceable against each Loan Party in accordance with its terms.

Section 4. Ratification of Agreement. Except as specifically amended hereby, all of the provisions of the Agreement shall remain
unamended and in full force and effect. Each Loan Party hereby ratifies, confirms and agrees that the Agreement, as amended hereby,
represents a valid and enforceable obligation of such Loan Party, and is not subject to any claims, offsets or defenses.

Section 5. Ratification of Guaranty and Notes Payable Subordination Agreement. Each of Holdings, PFSweb and PFS hereby ratify and
confirm their respective guaranties in favor of Peridot and agree that such guaranties remain in full force and effect and that the term
“Liabilities”, as used therein include, without limitation the indebtedness liabilities and obligations of the Borrower under the Agreement as
amended hereby.

Section 6. Governing Law. This Amendment shall be governed by and interpreted in accordance with the laws which govern the
Agreement.

Section 7.    Counterparts and Electronic Copies. This Amendment may be executed in any number of counterparts, each of which shall
be an original and all of which shall constitute one agreement. Customer acknowledges that Peridot may maintain a copy of this Amendment
in electronic form and agrees that a copy reproduced from such electronic form or any other reliable means (for example, photocopy, image
or facsimile) shall in all respects be considered equivalent to an original.
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    IN WITNESS WHEREOF, each Loan Party has read this entire Amendment, and has caused its authorized representatives to execute this
Amendment and has caused its corporate seal, if any, to be affixed hereto as of the date first written above.

Peridot Financing Solutions Supplies Distributors, Inc.

By: _____________________________________ By: _____________________________________

Print Name: ______________________________ Print Name: ______________________________

Title: ___________________________________ Title: ___________________________________
 

Business Supplies Distributors Holdings, LLC Priority Fulfillment Services, Inc.

By: __________________ as Managing Member

By: _____________________________________ By: _____________________________________

Print Name: ______________________________ Print Name: ______________________________

Title: ___________________________________ Title: ___________________________________

PFSweb, Inc.

By: _____________________________________

Print Name:______________________________

Title: ___________________________________
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Attachment A (“Attachment A”)
TO

AGREEMENT FOR INVENTORY FINANCING
DATED MARCH 29, 2002

EFFECTIVE DATE OF THIS ATTACHMENT A: December _______, 2021

SECTION I. BORROWER/LOAN PARTIES:

(A) BORROWER:

Supplies Distributors, Inc.                     3416326

(B) ADDITIONAL LOAN PARTIES:

Business Supplies Distributors Holdings, LLC        3410894
Priority Fulfillment Services, Inc.                2606094
PFSweb,inc.                        3062550

SECTION II. FEES, RATES AND REPAYMENT TERMS:

(A) Credit Line: Five Million Five Hundred Thousand Dollars ($5,500,000.00)

(B) Borrowing Base:
(i) 100% of the Borrower’s inventory in the Borrower’s possession as of the date of determination as reflected in the Borrower’s most recent

Collateral Management Report constituting Products (other than service parts) financed through a Product Advance by Peridot, so log
and (1) Peridot has first priority security interest in such Products and (2) such Products are in new and un-opened boxes;

(ii) 80% of price protection payments, credits, discounts, incentive payments, rebated and refunds relating to Ricoh Products (“Accounts”) in
the aggregate not to exceed Two Million Five Hundred Thousand Dollars ($2,500,000.00) provided that (i) Borrower obtains (and
provides to Peridot along with the monthly Collateral Management Report required under section 7.1 (O)) from Peridot written
confirmation (a) acknowledging the obligation of Peridot to pay cash amount or that they have received the billing from the Borrower (b)
stating the date the amount is due to be paid and (c) Peridot waiving its right to set off such amounts owed to Borrower with any amount
Borrower may owe to Peridot (II) such Accounts do not remain unpaid for mor than sixty (60) days from the date the obligation of
Peridot occurred; and (III) such Accounts are delivered directly to Peridot.

(C) Product Financing Charge: Prime Rate plus 0.50%
(D) Product Financing Period: 90 days
(E) Collateral Insurance Amount: Five Million Five Hundred Thousand Dollars ($5,500,000.00)
(F) PRO Finance Charge:    Prime Rate plus 0.50%
(G) Delinquency Fee Rate:     Prime Rate plus 6.500%
(H) Fee Financing Period Exclusion Fee:    Product Advance multiplied by 0.25%
(I) Other Charges:

(i) Monthly Service Fee:    $1,000.00

SECTION III. FINANCIAL COVENANTS:

(A) Definitions: The following terms shall have the following respective meanings in this Attachment. All amounts shall be determined in accordance with
generally accepted accounting principles (GAAP).

“Consolidated Net Income” shall mean, for any period, the net income (or loss), after taxes, of Borrower on a consolidated basis for such period
determined in accordance with GAAP.

“Current” shall mean within the ongoing twelve month period.

“Current Assets” shall mean assets that are cash, restricted cash applicable to cash received into a lockbox from collections of trad accounts
receivable or expected to become cash within the ongoing twelve months.
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“Current Liabilities” shall mean payment obligations resulting from pas or current transactions that require settlement within the ongoing twelve
month period. All indebtedness to Peridot and Congress shall be considered a Current Liability for purposes of determining compliance with the
Financial Covenats. All subordinated indebtedness shall not be considered current liabilities.

“EBITDA” shall mean, for any period (determined on a consolidated basis in accordance with GAAP, (a) the Consolidated Net Income of
Borrower for such period, plus (b) each of the following to the extent reflected as an expense in the determination of such Consolidated Net
Income: (i) the Borrower’s provisions for taxes based on income for such period; (ii) Interest Expense for such period; and (III) depreciation and
amortization of tangible and intangible assets of Borrower for such period.

“Fixed Charges” shall mean, for any period, an amount equal to the sum, without duplication of the amounts for such as determined for the
Borrower on a consolidated basis, of (i) schedule repayments of principal of all Indebtedness (as reduced by repayments thereon previously made),
(ii) Interest Expense, (III) capital expenditures (iv) dividends, (v) leasehold improvement expenditures and (vi) all provisions for U.S. and non
U.S. Federal, state and local taxes.

“Fixed Charge Coverage Ratio” shall mean the ration as of the last day of any fiscal period of (i) EBITDA as of the last day of such fiscal period
to (ii) Fixed Charges.

“Interest Expense” shall mean, for any period, the aggregate consolidated interest expense of Borrower during such period in respect of
Indebtedness determined on a consolidated basis in accordance with GAAP, including, without limitation, amortization of original issue discount
on any Indebtedness an of all fess payable in connection with the incurrence of such Indebtedness (to the extent included in interest expense), the
interest portion of any deferred payment obligation and the interest component of any capital lease obligations.

“Long Term” shall mean beyond the ongoing twelve month period.

“Long Term Assets” shall mean assets that take longer than a year to be converted to cash. They are divided into four categories: tangible assets,
investments, intangibles and other.

“Long Term Debt” shall mean payment obligations of indebtedness which mature more than twelve months from the date of determination, or
mature within twelve months from such date but are renewable or extendible at the option of the debtor to a date more than twelve months from
the date of determination.

“Net Profit after Tax” shall mean Revenue plus all other income, minus all costs, including applicable taxes.

“Revenue” shall mean the monetary expression of the aggregate of products or services transferred by an enterprise to its customers for which said
customers have paid or are obligated to pay, plus other income as allowed.

“Subordinated Debt” shall mean Borrower’s indebtedness to third parties as evidenced by an executed Notes Payable Subordination Agreement in
favor of Peridot.

“Tangible Net Worth” shall mean Total Net Worth minus goodwill.
“Total Assets” shall mean the total of Current Assets and Long Term Assets. For the purpose of calculating Total Assets for Borrower, the
accumulated earnings and foreign currency translation adjustments applicable to Borrower’s Canadian and European subsidiaries are excluded.

“Total Liabilities” shall mean the Current Liabilities and Long Term Debt less Subordinated Debt, resulting from past or current transactions, that
require settlement in the future.

“Total Assets” shall mean the total of Current Assets and Long Term Assets. For the purpose of calculating Total Assets for Borrower, the
accumulated earnings and foreign currency translation adjustments applicable to Borrower’s Canadian and European subsidiaries are excluded.

“Total Liabilities” shall mean the Current Liabilities and Long Term Debt less Subordinated Debt, resulting from past or current transactions, that
require settlement in the future.
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“Total Net Worth” (the amount of owner’s or stockholder’s ownership in an enterprise) is equal to Total Assets minus Total Liabilities. For the
purpose of calculating Total Net Worth of Borrower, following shall be excluded (i) accumulated earnings an unrealized foreign currency
translation adjustments applicable to Borrower’s Canadian and European subsidiaries and (ii) all income and losses applicable to foreign currency
adjustments for each period but not excluding such foreign currency adjustments for each period but not excluding such foreign currency
adjustments for annual periods that must comply with GAAP.

“Working Capital” shall mean Current Assents minus Current Liabilities.

(B) 1. Borrower will be required to maintain the following financial rations, percentages and amounts as of the last day of the fiscal period under review
(quarterly, annually) by Peridot.

Covenant Covenant Requirement

(i) Revenue on an Annual Basis* (i.e. the current fiscal year-to-date Revenue annualized) to
Working Capital
*Annualized Revenue from intercompany sales are excluded from this calculation.

Greater than Zero and Equal to or Less than
37.0:1.0

(ii) Net Profit after Tax to Revenue**

**Excluding all income and losses applicable to (a) 100% ownership in Canadian and
European subsidiaries and (b) foreign currency adjustments for each period but not
excluding such foreign currency adjustments for annual periods that must comply with
GAAP and excluding revenue from intercompany sales.

Equal to or Great than 0.10 percent

(iii) Total Liabilities to Tangible Net Worth ***

***Accumulated earnings and unrealized foreign currency translation adjustments
applicable to Borrower’s Canadian and European subsidiaries are excluded from
calculation of Borrower’s Total Assets and Total Net Worth.

Greater than Zero and Equal to or Less than
7.0:1.0

2. Business Supplies Distributors Holdings, LLC will be required to maintain the following financial ratios, percentages and amounts as of the last day of
the fiscal period under review (quarterly, annually) by Peridot*:
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Covenant
Covenant Requirement

(i)
Revenue on an Annual Basis* (i.e. the current fiscal year-to-date Revenue annualized) to Working Capital.
Greater than Zero and Equal to or Less than 37.0:1.0

(ii)
Net Profit after Tax to Revenue*

*Excluding all (a) income and losses applicable to foreign currency adjustments for each period but not excluding such foreign currency
adjustments for annual periods that must comply with GAAP and (b) revenue from intercompany sales.
Equal to or Great than 0.10 percent

(iii)
Total Liabilities to Tangible Net Worth
Greater than Zero and Equal to or Less than 7.0:1.0

*For the purposes of this Section III. Financial Covenants, B.2., all calculations of such covenants shall exclude the financial results of each of
Supplies Distributors of Canada, Inc and Supplies Distributors SA.
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Exhibit 31.1
CERTIFICATIONS OF PRINCIPAL EXECUTIVE

OFFICER PURSUANT TO 18 U.S.C. SECTION 1350

I, Michael Willoughby, certify that:

1. I have reviewed this quarterly report on Form 10-Q of PFSweb, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a)    Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b)    Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c)    Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)    Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)    All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize, and report financial information; and

b)    Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: March 10, 2022

By: /s/ Michael Willoughby
Chief Executive Officer



Exhibit 31.2
CERTIFICATIONS OF PRINCIPAL EXECUTIVE

OFFICER PURSUANT TO 18 U.S.C. SECTION 1350

I, Tom Madden, certify that:

1. I have reviewed this quarterly report on Form 10-Q of PFSweb, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a)    Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b)    Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c)    Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)    Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)    All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize, and report financial information; and

b)    Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: March 10, 2022

By: /s/ Thomas J. Madden
Chief Financial Officer



Exhibit 32.1

CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY
ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code),
each of the undersigned officers of PFSweb, Inc. (the “Company”), does hereby certify that:

The Quarterly Report on Form 10-Q for the period ended September 30, 2021 (the “Form 10-Q”) of the Company fully complies with the
requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934 and the information contained in the Form 10-Q fairly
presents, in all material respects, the financial condition and results of operations of the Company as of, and for, the periods presented in the Form 10-Q.

March 10, 2022 /s/ Michael Willoughby
Michael Willoughby
Chief Executive Officer

March 10, 2022 /s/ Thomas J. Madden
Thomas J. Madden
Chief Financial Officer

The foregoing certification is being furnished as an exhibit to the Form 10-Q pursuant to Item 601(b)(32) of Regulation S-K and Section 906 of
the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code) and, accordingly, is not being filed as
part of the Form 10-Q for purposes of Section 18 of the Securities Exchange Act of 1934, as whether made before or after the date hereof, regardless of any
general incorporation language in such filing.

A signed original of this written statement required by Section 906 has been provided to PFSweb, Inc. and will be retained by PFSweb, Inc. and
furnished to the Securities and Exchange Commission or its staff upon request.


