Short ALERT Research

MOST DANGEROUS STOCKS

May, 2007

LPSN LIVEPERSON INC

Current Price $6.51
Price, 52-wk Hi/Lo $7.92 /

$3.70

Marketcap  $267

LivePerson Inc. provides hosted software that enables customers to assist their online visitors. It offers Timpani an
integrated multi-channel communications platform which facilitates sales marketing and customer services.
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0.0 = No warning fm shorting activity; -10.0 = Max warning

5.0 = Max cash flow benefit; -5.0 = Max cash flow distress
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Black = selling; White = filing to sell; Gray = buying

Ability to meet expectations
High P/S ratio TTM 7
Negative free cash flow 8
Sales growth slowdown 9
Accounting issues
Change in actg principles
Qualified audit language
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RED FLAGS

Early balance sheet warnings
Rising inventory to sales 12
Rising accounts receivable 13

High long-term debt to capital 14
Stock and debt ratings

Recent downward earns ests *°
S+P Debt Downgrade 16

INVESTMENT CONCERNS

Stock selling signals

High insider selling

Large institutional ownership 18
Co sales of common stock

With new customer additions grinding to a halt, LivePerson met its 1Q07 guidance by slashing its tax rate to zero.

Unfortunately, gross margins fell 2.4% sequentially, and the company cut its operating guidance for the year.

With

low technology barriers to chat and other online communication, the company faces new competition from domestic
and overseas services which are pushing prices lower. Days receivable are rising and free cash flow turned negative.

Short ALERT Research (704) 543-4880

Copyright 2004 - Short ALERT, LLC, Suite B, Box 301, 4100 Carmel Road, Charlotte, NC 28226. All rights reserved. Federal copyright law makes it illegal to reproduce this report by any means for any
purpose without our express written permission. Copyright infringement carries a statutory fine of up to $100,000 per violation. No responsibility assumed for the use of this material and no express or
implied warranties or guarantees made. Facts, opinions and advice are subject to error and change without notice. Persons involved with the content of these reports may have positions in these securities.





