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8,900,000 Shares

"B Demand
o l&lA Media"

Common Stock

This is an initial public offering of stes of common stock of Demand Media, Inc.

Demand Media is offering 4,500,000 of shares to be sold in the offering. The sellingldtolders identified in this prospectus are
offering an additional 4,400,000 shares. Demandidedll not receive any of the proceeds from thie sd the shares being sold by the selling
stockholders.

Prior to this offering, there has beerpaoblic market for the common stock. The initiabpa offering price per share is $17.00.

The common stock of Demand Media has lappnoved for listing on the New York Stock Exchangder the symbol "DMD."

See the section entitled "Risk Factors" on page 1 read about factors you should consider before huing shares of the common
stock.

Neither the Securities and Exchange Commission na@ny other regulatory body has approved or disapprogd of these securities
or passed upon the accuracy or adequacy of this pspectus. Any representation to the contrary is a @minal offense.

Per share Total
Initial public offering price $ 17.0C $ 151,300,00
Underwriting discoun $ 11¢ $ 10,591,00
Proceeds, before expenses, to Demand M $ 1581 $ 71,145,00
Proceeds, before expenses, to the selling stoctx $ 1581 $ 69,564,00

To the extent that the underwriters salre than 8,900,000 shares of common stock, therumiders have the option to purchase up t
additional 675,000 shares from Demand Media and0®80shares from the selling stockholders at thimimpublic offering price less the
underwriting discount.

The underwriters expect to deliver tharel against payment in New York, New York on JanGa, 2011.

Goldman, Sachs & Co Morgan Stanley
UBS Investment Bank Allen & Company LLC Jefferies & Company



Stifel Nicolaus Weise RBC Capital Markets Pacific Crest Securitie:

Raine Securitie! JMP Securities

Prospectus dated January 25, 2011




Table of Contents

Consumers are telling us what
they want every day.

We're Listening.
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We're Publishing

relevant, high-quality content to our
owned and operated properties and
network of customer websites.
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You should rely only on the information contained i this prospectus and in any free writing prospects. We, the underwriters
and the selling stockholders have not authorized gone to provide you with information different from that contained in this
prospectus. We, the underwriters and the selling stkholders are offering to sell, and seeking offer® buy, shares of our common stock
only in jurisdictions where offers and sales are penitted. The information in this prospectus is accuate only as of the date of this
prospectus, regardless of the time of delivery ohts prospectus or any sale of shares of our commatock.

Neither we, the selling stockholders, nor any of #gnunderwriters have done anything that would permitthis offering or possessiol
or distribution of this prospectus in any jurisdiction where action for that purpose is required, othethan in the United States. Persons
outside the United States who come into possessiafithis prospectus must inform themselves about, @hobserve any restrictions
relating to, the offering of the shares of commontsck and the distribution of this prospectus outsi@ of the United States.
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PROSPECTUS SUMMARY

This summary highlights information contained elsere in this prospectus. You should read the foligugummary together with the
more detailed information appearing in this prossc including "Selected Consolidated Financial &at'Management's Discussion and
Analysis of Financial Condition and Results of Ggiems,"” "Risk Factors,” "Business" and our condatied financial statements and rela
notes before deciding whether to purchase sharesiofapital stock. Unless the context otherwisguies, the terms "Demand Media," "the
Company," "we," "us" and "our" in this prospectiefar to Demand Media, Inc., and its subsidiaridsetaas a whole.

Our Mission
Our mission is to fulfill the world's damd for commercially valuable content.
Our Company

We are a leader in a new Internet-basedeffor the professional creation of high-qualdtgmmercially valuable content at scale. While
traditional media companies create content basethticipated consumer interest, we create conentrésponds to actual consumer demand.
Our approach is driven by consumers' desire tachdar and discover increasingly specific inforroatacross the Internet. By listening to
consumers, we are able to create and deliver aecara precise content that fulfills their needwoligh our innovative platform—which
combines a studio of freelance content creators privprietary algorithms and processes—we identifyate, distribute and monetize in-
demand, long-lived content. We believe continuedhadements in search, social media, mobile comguativd targeted monetization will
continue to be growth catalysts for our business.

Our business is comprised of two distanod complementary service offerings: Content & Mexthd Registrar. Our Content & Media
service offering includes the following components:

. Content creation studio that identifies, create$ dintributes online text articles and videos,izitig our proprietary algorithms,
editorial processes and community of freelancearttritreators;

. Enterprise-class social media applications thablenaebsites to offer features such as user psyfilemments, forums, reviews,
blogs and photo and video sharing; and

. A system of monetization tools that are designemhatch targeted advertisements with content in mmaathat optimize
advertising revenue and end-user experience.

We deploy our proprietary Content & Meglatform both to our owned and operated webs#tesh as eHow.com, and to websites
operated by our customers, such as USATODAY .coma Assult, our platform serves a large and growingience. According to comScore,
for the month ended November 30, 2010, our owneldogerated websites comprised the 17th largestpnagterty in the United States and we
attracted over 105 million unique visitors with 0659 million page views globally. Our reach isthar extended through over 375 websites
operated by our customers where we deploy one oe features of our platform. These customer webgjemerated over 1 billion page views
to our platform during the month ended November28,0, according to our internal data. As of Decen#i, 2010, our content studio had
approximately 13,000 freelance content creatord,caming the year ended December 31, 2010, it géeeapproximately 2 million text
articles and videos. We believe that the volumeutput from our content studio makes us one ofatbed's most prolific producers of
professional online content.

Our Registrar, with over 10 million Intet domain names under management, is the waalgjedt wholesale registrar and the world's
second largest registrar overall. As a wholesalerprovide domain name registration services afet ghlue-added services to over 7,000
active resellers,
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including small businesses, large e-commerce wehditternet service providers and web-hosting @migs. Our Registrar complements our
Content & Media service offering by providing ughva recurring base of subscription revenue, aaéisource of data regarding Internet
users' online interests, expanded third-partyibistion opportunities and proprietary access to mancially valuable domain names that we
selectively add to our owned and operated websites.

We generate substantially all of our rex@through the sale of advertising in our ConeMedia service offering and through domain
name registrations in our Registrar service offriFor the year ended December 31, 2009 and tleemémths ended September 30, 2010, we
reported revenue of $198 million and $179 millieespectively. For these same periods, we repogetbases of $22 million and $6 million,
respectively, operating loss of $18 million andr§Blion, respectively, and adjusted operating inedoefore depreciation and amortization, or
Adjusted OIBDA, of $37 million and $42 million, nesctively. See "Summary Consolidated Financialrimfation and Other Data—Non-
GAAP Financial Measures" for a reconciliation ofjdsted OIBDA to the closest comparable measurestzed in accordance with GAAP.

Industry Background

Over the last decade, the Internet hafieriged traditional media business models by rgsgehow content is consumed, created,
distributed and monetized. Consumers today spemnd ofdheir time online, venturing beyond majorelmtet portals and visiting an increasing
number of websites to find specific content foritipersonal needs and interests. In addition, cmess are changing the way they discover
content online, primarily through advancements @bwearch technology and the popularity of socedim However, consumers are often
unable to find the precise content that they aekiag because the demand for highly specific, penti information outpaces the supply of
thoughtfully researched, trusted content.

The increased specificity of consumer dedhfor online content strains many existing conteeation business models. Traditional
models focus on producing content with sufficierttpad audiences to justify elevated productioriscdkhis traditional approach is less
effective for fulfilling at scale the increasingiagmenting consumer demand for content. Meanwthikewidespread adoption of social media
and other publishing tools has enabled a large enmbindividuals to more easily create and pubtishtent on the Internet. However, the
difficulty in constructing profitable business mdglbas limited such individual endeavors largelplmggers and passionate enthusiasts who,
while often knowledgeable, may lack recognized itmiéty, production scale and broad distributiordamonetization capabilities.

The demand for highly specific contesogbresents new opportunities for advertisers sgeki effectively reach targeted audiences.
Finding better ways to reach this fragmented comsurase remains a priority for advertisers, a ttéatlis likely to accelerate as online
advertising growth outpaces that of offline adwniy growth, and as advertising dollars follow a&mndies from offline to online media. From
2009 to 2012, online advertising in the United &as projected to grow to $31 billion, reflectagompound annual growth rate of 16%.
However, over that same period, total media adsiagiis only expected to grow at a compound angr@kith rate of less than 1%, according
to ZenithOptimedia.

These trends present new and complexeriggs for consuming, creating, distributing andhetizing online content that traditional and
even new online business models have struggleddeeas. These challenges have had a profound iropazinsumers, content creators,
website publishers and advertisers who are in néadsolution that connects this disparate medisystem.

2
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Our Solution
Our solution is based on the followingy letbements:

. Content. We create highly relevant and specific onling tsd video content that we believe will have corruiag value over a
long useful life. We employ a rigorous processeiest the subject matter of our content, includimg use of automated
algorithms with third-party and proprietary dataraj with several levels of editorial input. Theadijve of this process is to
determine what content consumers are seekingisitikely to be valuable to advertisers and whethean be cost-effectively
produced. To produce professional content at seadesngage our robust community of approximatelaa highly-qualified
freelance content creators. Our technology andvative processes allow us to produce articles aebg in a cost-effective
manner while ensuring high quality output.

. Social Media Our enterpris-class social media tools allow websites to addufe-rich applications, such as user profil
comments, forums, reviews, blogs and photo andovitiering. These social media applications fatdlismcial media
interactions and allow websites to better engagg tisers, as well as ensure interoperability wipular social destinations
such as Facebook and Twitter.

. Monetization. The system of monetization tools in our platfontludes contextual matching algorithms that place
advertisements based on website content, yieldnigdtion systems that continuously evaluate théopmince of online
advertisements to maximize revenue, and ad managenfeastructures to manage multiple ad formats @ntrol ad inventory.

. Distribution. We deploy some or all of the components of oatfpim to our owned and operated websites, suetidasy and
LIVESTRONG.com, as well as to over 375 websitesategel by our customers, such as the online verditie San Francisco
Chronicle and the National Football League web$ite.also deploy the monetization features of oatfpim by placing
advertising on a portfolio of over 500,000 undepeld websites that we own. We have also begun tarekthe distribution of
our content by offering our Registrar customersabiity to add contextually relevant content froor extensive wholly-owned
content library to their sites.

Through our platform, we are able todalisignificant value to consumers, advertiserstamers and freelance content creators. We
make the Internet a more useful resource to thigomsl of users searching for information onlinedmalyzing consumer demand to create and
deliver commercially valuable, high-quality conte@ur advertisers benefit from gaining accessigeted audiences by matching their
advertisements with our highly specific contenivikd to both our owned and operated websitessandetwork of customer websites. Our
customers benefit from the more engaging experiimegare able to provide to their visitors by gstur platform. Our freelance content
creators benefit from the ready supply of work gssients available to them which allow them to éacome that is paid twice-weekly and to
gain recognition by creating valuable content tieaches an audience of millions.

Our Competitive Advantages

. Proprietary Technologies and Process We have we-developed proprietary technologies and processgsitiderlie ou
Content & Media and Registrar service offerings. 8@atinue to refine our algorithms and processesirporating the
substantial data we are able to collect as a reéthie significant scale of our operations.

. Extensive Freelance Content Creator Commui Our freelance content creator community consisepproximately 13,00
individuals who have satisfied our rigorous quaéfion standards. A significant majority of our coomity has had prior
journalism experience, and
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includes Associated Press and Society of Profeakmurnalists award-winning authors and Emmy awerthing filmmakers.

. Valuable and Growing Content LibraryOur wholly-owned content library, consisting @jpeoximately 3 million articles and
approximately 200,000 videos as of December 150 2fatms the foundation of our growing and recugrievenue base. We
strive to create content with positive growth closeeastics over a long useful life. Our contentdity also provides other bene
to us, including generating strategic data regardiser behavior and preferences, building brandgmition by attracting
significant traffic to our owned and operated wdssand facilitating strategic revenue-sharingti@hships with customers.

. Substantial and Growing AudiencélVe believe that the significant audience reachsscour owned and operated websites and
our network of customer websites increases ourréidivey opportunities, provides valuable feedbaatadhat we utilize to refir
our platform, enhances monetization and end-ugsgreence and delivers economic benefits to ourotusts through our
revenue-sharing program. For the month ended Nogell 2010, our owned and operated websites &tttaver 105 million
unique visitors who generated over 679 million paigevs globally according to comScore, and our ekwof customer
websites generated over 1 billion page views topdatform during the same period according to aterinal data.

. Large, Complementary Registrar Service Offering/e own and operate the world's second largesadomame registrar, with
over 10 million domain names under management,twhiovides us with proprietary and valuable dataeas to new sources
traffic and valuable websites as well as expantigd-party distribution opportunities for our platm.

. Highly Scalable Operating PlatformWe have built an extensive operating infrastriecthat is designed to scale with our
growing services. Additionally, our systems haverbeustomized to meet our unigue service needpiavitie us both the sce
and flexibility that we need to manage our highjynadmic and growing service.

Our Strategy
Key elements of our strategy are to:

. Grow Our Audiences.We aim to grow our online audience reach anddqpalssionate, online user communities. We intend to
specifically target high-value vertical market segts, expand partnerships with brands and leadibighers and increase the
scope of our relationships with our current Registustomers.

. Improve Monetization.We intend to increase monetization opportunitgsmproving ad-serving algorithms, growing our
advertising base and expanding our direct salesfor

. Enhance Our Value Proposition to our Content Crest¥Website Publishers and Advertise We intend to continuously deli
outstanding service, scale of audience and feedisaglr freelance content creators, customers dwertisers in a manner that
enhances our leadership position in the profeskareation of original content at scale.

. Increase Our Production Scale of H-Quality, Commercially Valuable Contel We intend to build on our success as on
the world's largest creators of professional ontioetent by utilizing our proprietary technologiefgorithms and processes to
increase the scale at which we identify, produakdeiiver high-quality, commercially valuable camite

. Expand Internationally We believe our model is scalable and readilydiemable to international markets. We inteni

capitalize on the growing breadth of skills of éwgrelance creator community and the versatilitpaf long-lived content that
can often transcend geographies and culturesdettaertain foreign, including non-English speakicountries.
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. Embrace New Content Distribution Channelg/e intend to leverage and expand our existingidigion network to emerging
and alternative channels, including complementacgyad media platforms, custom applications for nmbpiatforms and new
types of devices used to access the Internet.

. Grow Our Registrar. We intend to continue to increase the numbemai@in names under management on our Registrar by
offering registration services at attractive pipaents, increasing customer loyalty through the sdilreliable and affordable
value-added services and offering turnkey soluttoriselp new and existing resellers manage and gneir customer bases.

Risk Factors

There are numerous risks and uncertaititiat may affect our financial and operating panfance and our growth. You should carefully
consider all of the risks discussed in "Risk Fagtowhich begins on page 16, before investing inammmon stock. These risks include the
following:

. our history of operating losses and the limitedrapeg history in our market, which makes evalugiiur business and future
prospects difficult;

. the possibility that we may not be able to maintaiimprove our competitive position or market shaith respect to ot
Content & Media and Registrar service offerings;

. the possibility that our relationship with Googterh which a significant portion of our revenue engrated may be terminat
or renewed on less favorable terms;

. the possibility that our future internal rates efurn on content may be less than our historigmaterates of return on content;
. the current dependence of our Content & Media sergffering on the success of eHow.com; and
. the possibility that our customers may not renesirtiomain name registrations or may transfer theisting registrations to o

competitors and we fail to replace their business.
Recent Developments

Our consolidated financial data for thrder ended December 31, 2010 presented belopraliminary, based upon our estimates and
subject to completion of our financial closing pedares. These data have been prepared by ancearestionsibility of management. Our
independent registered public accounting firm, &xaterhouseCoopers LLP, has not audited, revieeaedpiled or performed any procedures,
and does not express an opinion or any other fdrassurance with respect to these data. This suypimaot a comprehensive statement of
financial results for this period and our actuaules may differ materially from these estimates thuthe completion of our financial closing
procedures, final adjustments and other developsrtbat may arise between now and the time the dinhresults for this period are finalized.

The following are preliminary estimatdgtee financial metrics listed below for the quareded December 31, 2010:
GAAP

. Revenue is expected to be between $71.5 million$d13d5 million, an increase of 31% at the midpaeifithe range as compared
to $55.5 million for the quarter ended DecemberZ8D9. The estimated increase in revenue is priynduie to estimated grow
in Content & Media revenue, which is expected tderveen $45.0 million and $47.0 million and représ an
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increase of 43% at the midpoint of the range, aspaoed to the corresponding period in 2009. Thienased growth in
Content & Media revenue is a result of increasegepaews and Content & Media revenue per one thalipage views, or
RPMs. To a lesser extent, estimated growth in Regisevenue primarily due to an increase in thelmer of domain
registrations also contributed to the estimatedeiase in revenue.

. Income (loss) from operations is expected to beveetn $(0.1) million and $2.4 million as compare&{d.2) million for the
quarter ended December 31, 2009. The estimatedimprent in income (loss) from operations compaoetié corresponding
period in 2009 is primarily due to the estimatedt@ase in revenue, partially offset by higher eated operating expenses from
increased service costs due to increased domaie registrations and increased general and adn@tiisrexpenses primarily
due to higher personnel costs to support the grawttur business as well as our public companyinead efforts.

. Net income (loss) is expected to be between $¢tilipn and $0.6 million as compared to net los$(8.9) million for the
quarter ended December 31, 2009. The estimatediraprent in the net income (loss) compared to theesponding period in
2009 is primarily due to the expected growth iroime (loss) from operations partially offset by acrease in our income tax
provision, which includes the impact of tax amatian of deductible goodwill and increases in staies.

Non-GAAP

. Revenue less TAC is expected to be between $68li6mand $70.0 million, an increase of 33% at mhielpoint of the range ¢
compared to $51.9 million for the quarter endedddelger 31, 2009. Our Revenue less TAC estimatdéoquarter ended
December 31, 2010 reflects our GAAP revenue eséimBbetween $71.5 million and $73.5 million, lessimated traffic
acquisition costs (TAC) of $3.5 million. Our Revenless TAC for the quarter ended December 31, 28f0€cts our GAAP
revenue for the quarter ended December 31, 2088®b6 million, less traffic acquisition costs (TAfy the quarter ended
December 31, 2009 of $3.6 million. The estimateniéase in Revenue less TAC is primarily due tavested growth in
Content & Media Revenue less TAC, which is expettelge between $41.5 million and $43.5 million aegresents an increase
of 49% at the midpoint of the range, as comparateaorresponding period in 2009. The estimatesvtr in Content & Media
Revenue less TAC is a result of increased pagesveawd RPMs. To a lesser extent, estimated growiedgistrar revenue
primarily due to an increase in the number of demmegistrations also contributed to the estimatedeiase in Revenue less
TAC.

. Adjusted OIBDA is expected to be between $17.5iomlnd $20.0 million, an increase of 75% at thdpuint of the range, ¢
compared to $10.7 million for the quarter endedddeloer 31, 2009. Our Adjusted OIBDA estimate fordharter ended
December 31, 2010 reflects our estimated inconss)lfsom operations of between $(0.1) million a@d4$illion, plus
estimated depreciation of $5.3 million, estimatetbetization of $9.6 million, estimated stock-basednpensation of
$2.5 million, and certain estimated non-cash pweheccounting adjustments of $0.2 million. Our Atgal OIBDA for the
guarter ended December 31, 2009 reflects our toss dperations for the quarter ended December @19 2f $3.2 million plus
depreciation of $4.3 million, amortization of $7llion, stock-based compensation of $2.0 milliand certain non-cash
purchase accounting adjustments of $0.3 millioss gain on the sale of assets of $0.6 millionaichecase for the quarter ended
December 31, 2009. The estimated increase in AJuUSIBDA is primarily due to the increase in exgecincome (loss) from
operations described above, as well as increagadtagknts compared to the corresponding perio®@@92iue to higher
depreciation and amortization from our increased
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investment in media content and related technolsgets and additional stock-based compensatiomsgmeimarily due to our
increased employee headcount.

We include Revenue less TAC and Adju#BIDA in this prospectus for a number of reasondesribed in "Summary Consolidated
Financial Information and Other Data—Non-GAAP FioiahMeasures." Our use of Revenue less TAC andgtdfl OIBDA has certain
limitations because they do not reflect all iterhgnaome and expense that affect our operatioresetand other limitations are described in
"Summary Consolidated Financial Information andédthata—Non-GAAP Financial Measures." We encouragestors and others to review
our financial information in its entirety and nety on a single financial measure.

We have provided a range for the prelanyrresults described above primarily becauseinan€ial closing procedures for the month
and quarter ended December 31, 2010 are not ygtleterand, as a result, we expect that our firallte upon completion of our closing
procedures will vary from our preliminary estimavei¢hin the ranges as described above. Among thgpooents of our financial results as to
which we are unable to determine specific amourits o the completion of our year-end closing madares are: (i) revenue, which we
estimate based upon recent historical trends,natemalysis and third-party reporting (to the ek&vailable) and forecasting and actual results
for the two months ended November 30, 2010; (iiJaie general operating expenses associated wittued liabilities arising at the end of the
period, which are estimated based upon recentrldatdrends and internal reporting and forecast{iig our employee bonus expenses, which
are included in our operating expenses and estihistsed upon a formula that is dependent uponovacdsted Adjusted OIBDA,; (iv) certain
operating expenses associated with commitmentgamihgencies; and (v) our income tax provisionjclitwe estimate based upon our
current tax position as of and at September 300 20dr forecasted pre-tax income (loss) for theéogesind changes we expect as a result of our
guarterly state tax return-to-provision assessmdietexpect to complete our closing procedures wisipect to the month and quarter ended
December 31, 2010 in February 2011.

Corporate Information

We are incorporated in Delaware and heardgred in Santa Monica, California. We commeraggetations in April 2006 with the
acquisitions of eHow.com, a leading "how-to" comteriented website, and eNom, a provider of Intedmmain name registration services.
Our principal executive offices are located at 128%an Ave, Suite 500, Santa Monica, Californiadd04nd our telephone number is
(310) 394-6400. Our corporate website is www.demaedia.com. Information contained on our websiteatsa part of this prospectus and the
inclusion of our website address in this prospeistas inactive textual reference only. Unlessdbietext requires otherwise, the words
"Demand Media," "we," "company,” "us" and "our"eeto Demand Media, Inc. and our wholly owned stibsies.

Demand Media®, the Demand Media logo atier trademarks or service marks of Demand Megiieearing in this prospectus are the
property of Demand Media. Trade names, trademarid service marks of other companies appearingsmtospectus are the property of the
respective holders.
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The Offering

Common stock
offered by us 4,500,000 share

Common stock
offered by the
selling
stockholders 4,400,000 share

Common stock
outstanding
after this
offering 81,964,617 shares, or 82,639,617 shares if therwnitiers exercise their option to purchase addél@hares in full

Use of proceeds We expect to receive net proceeds from this ofteahapproximately $66.5 million, based upon th&ahpublic offering
price of $17.00 per share, and after deducting mwriting discounts and estimated offering expensamble by us. We wi
not receive any proceeds from the sale of sharthsdroffering by the selling stockholders, inclugliupon the sale of shares
if the underwriters exercise their option to pusshadditional shares from certain of the sellingldtolders in this offering.
We intend to use the net proceeds from this ofefim investments in content, international expansworking capital,
product development, sales and marketing activieseral and administrative matters and capitaérditures. We
currently anticipate that our aggregate investment®ntent during the year ending December 31120l range from
$50 million to $75 million. See "Use of Proceec

Directed share  The underwriters have reserved for sale, at thiaigublic offering price, up to approximately 48Q0 shares of our
program common stock being offered for sale to businessdates, Demand Media customers and friends anidyfamembers of
certain of our directors and officers. We will aftbese shares to the extent permitted under aipdicegulations in the
United States and in various countries. The nurobshares available for sale to the general publtbis offering will be
reduced to the extent these persons purchase edsgimares. Any reserved shares not purchasedendiffered by the
underwriters to the general public on the samegeasithe other share

Proposed New
York Stock
Exchange
symbol DMD
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Conflict of interest Entities affiliated with Goldman, Sachs & Co. bé&aially owned as of September 30, 2010,
11,666,667 shares of Series D Preferred Stock.uBec@oldman, Sachs & Co. is an underwriter,
Goldman, Sachs & Co. is deemed to have a "cordfiagtterest" under Rule 5121 of the Financial
Industry Regulatory Authority. Accordingly, thisfefing will be made in compliance with the
applicable provisions of Rule 5121. Rule 5121 respithat a "qualified independent underwriter"
meeting certain standards participate in the pegmar of the registration statement and prospectus
and exercise the usual standards of due diligeitteraspect thereto. Morgan Stanley & Co.
Incorporated has agreed to act as a "qualifiedgeddent underwriter" within the meaning of
Rule 5121 in connection with this offering. See hliat of Interest" for a more detailed discussion
of potential conflicts of interes

The number of shares of common stocletoditstanding after this offering is based on 74,867 shares outstanding as of December 15
2010 and excludes:

. 19,145,622 shares of common stock issuable upoexttieise of options outstanding as of DecembeRQ50 to purchase our
common stock at a weighted average exercise pfi$&185 per share;

. 37,500 shares of common stock issuable upon threisgeof options granted on January 10, 2011 a®¢B12 shares of comm
stock issuable upon the exercise of options gramedanuary 19, 2011, in each case at an exenitgeqf $16.00 per share and
pursuant to the 2010 Incentive Award Plan;

. 12,500 restricted stock units granted on Octobe2@T0 and 42,500 restricted stock units grantedamuary 19, 2011, in ea
case pursuant to our 2010 Incentive Award Plan;

. 12,866,347 shares of common stock reserved fdnduissuance under our 2010 Incentive Award Plahl@)000,000 shares of
our common stock reserved for issuance under oL@ Einployee Stock Purchase Plan, as well as sttmtbecome available
under the 2010 Incentive Award Plan due to sharbgst to awards under our Amended and Restate@ 2QQity Incentive
Plan that terminate, expire or lapse for any reas@hpursuant to provisions in the 2010 Incentivead Plan that automatically
increase the share reserve under the plan eachageuore fully described in "Executive Compensetidquity Incentive
Plans"; and

. The issuance of 375,000 shares of common stock tgoexercise of a common stock warrant that doegxpire upon th:
completion of this offering.

Unless otherwise indicated, all inforroatin this prospectus assumes:

. A 1-for-2 reverse stock split of our common stookl @ corresponding adjustment to the conversiarepf all outstanding
convertible preferred stock which was effected amuary 21, 2011,

. The automatic conversion of all outstanding shafesur preferred stock into an aggregate of 61 25® shares of commc
stock effective immediately prior to the closingtbis offering;

. The issuance of 482,546 shares of common stock thfgonet exercise of common stock warrants anchaestible preferre:
stock warrant, that would otherwise expire upondbmpletion of this offering based upon the inipablic offering price of
$17.00 per share;

. The filing and effectiveness of our amended anthted certificate of incorporation immediately prio the closing of thi
offering; and
. No exercise by the underwriters of their right toghase up to an additional 1,335,000 shares oframmstock from us and the

selling stockholders.
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Summary Consolidated Financial Information and Othe Data

The following summary consolidated fine@nformation and other data for the nine morghded December 31, 2007 and the years
ended December 31, 2008 and 2009 are derived froraugited consolidated financial statements thairecluded elsewhere in this
prospectus. The summary unaudited consolidateddinbinformation and other data as of Septembef800 and for the nine months ended
September 30, 2009 and 2010 are derived from caudited consolidated financial statements, whiehigecluded elsewhere in this prospec
The unaudited consolidated financial statementewezpared on a basis consistent with our audiieddtidated financial statements and
include, in the opinion of management, all adjusttagconsisting of only normal recurring adjustnsenecessary for the fair presentation of
the financial information contained in those statais. The historical results presented below at@@cessarily indicative of financial results
to be achieved in future periods.
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Prospective investors should read thesengary consolidated financial data together witratdgement's Discussion and Analysis of
Financial Condition and Results of Operations" andconsolidated financial statements and theedlabtes included elsewhere in this
prospectus.

Nine Months Nine Months
ended Year ended ended

December 31, December 31, September 30,
2007 2008(6) 2009(6) 2009(6) 2010

(in thousands, except per share data)
Consolidated Statements o
Operations:
Revenue $ 102,29' $170,25( $198,45. $142,96! $179,35°
Operating expenses(1)(
Service costs (exclusive

amortization of intangible asse 57,83 98,18 114,53t 82,99¢ 95,20¢
Sales and marketir 3,601 15,31( 20,04 14,37 16,80¢
Product developmel 10,96¢ 14,25: 21,65’ 15,40¢ 19,13¢
General and administratiy 19,58« 28,07( 28,47¢ 21,197 27,03¢
Amortization of intangible asse 17,39: 33,20¢ 32,15: 24,25:¢ 24.,48:
Total operating expens: 109,37¢ 189,02( 216,86¢ 158,22{ 182,66
Loss from operation (7,080 (18,7700 (18,416 (15,269 (3,310
Other income (expens
Interest incomt 1,41¢ 1,63¢ 494 28t 19
Interest expens (1,245 (2,132 (2,759 (2,509 (517)
Other income (expense), r (999 (250 (29 2 (164)
Total other expens (829 (74%) (1,289 (1,22%) (662)
Loss before income taxi (7,910 (19,51 (19,700 (16,489 (3,972
Income tax (benefit) provisia (2,299 (4,612 2,771 2,04¢ 2,382
Net loss (5,617 (14,90) (22,47) (18,53¢) (6,359
Cumulative preferred stock dividen (24,059 (28,209 (30,84¢ (22,85¢) (24,649
Net loss attributable to commi
stockholder: $ (19,676 $ (43,117 $ (53,319 $ (41,399 $ (31,009
Net loss per share: Basic and dilt
3) $ 425 3% (B2n$ (A7) 3$ (38) % (239
Weighted average number of sha 4,631 8,18¢ 11,15¢ 10,82 13,35(
Pro forma net loss per share
Basic and diluted(4)(t $ (0.3)) $ (0.0¢)

Weighted average number of share
used in computing pro forma net
loss per share

Basic and diluted(4 72,83 75,02:
(1) Depreciation expense included in the abi

line items:

Service cos $ 2581 $ 8,15¢ $ 11,88: $ 8,43t $ 10,42

Sales and marketi 42 94 184 137 12¢

Product developme 50¢ 1,09 1,43¢ 1,03: 99¢

General and administrat 45¢ 1,16( 1,46: 1,03: 1,41°¢

Total depreciation expel $ 359 $ 10,50¢ $ 14,96: $ 10,637 $ 12,96:

(2)  Stock-based compensation included in tt
above line items

Service cos $ 52 % 53z % 527 $ 381 $ 66
Sales and marketi 241 1,52¢ 1,611 1,10¢ 1,621
Product developme 504 87t 1,50¢ 1,14¢ 1,21¢
General and administrat 2,87: 3,031 4,094 3,10¢ 3,64:
Total sto-based compensatic $ 3,67C $ 597C $ 7,73¢  $ 5741 $ 7,14
3) Basic loss per share is computed by dividing thdass attributable to common stockholders by tleggived average number of common shares outstanding

during the period. Net loss attributable to commtatkholders is increased for cumulative prefestedk dividends earned during the period. For #viogs
where we presented losses, all potenti
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©)

®)

(6)

dilutive common shares comprising of stock optioestricted stock purchase rights, or RSPRs, wesiamd convertible preferred stock are antidilutive

RSPRs are considered outstanding common shareésanded in the computation of basic earnings pere as of the date that all necessary conditibns o
vesting are satisfied. RSPRs are excluded frondilb&ve earnings per share calculation when thepact is antidilutive. Prior to satisfaction of ebnditions of
vesting, unvested RSPRs are considered contingiestipble shares and are excluded from weightedig@e&ommon shares outstanding.

Unaudited pro forma basic and diluted net losscpetmon share have been computed to give effebetedanversion of our convertible preferred stodr(g the
if-converted method) into an aggregate of 61,672 gtares of our common stock on a two-for-one sthough the conversion had occurred at Janyary 1
2009.

In October 2010, our stockholders approved a 12foeverse stock split of our outstanding commonlstand a proportional adjustment to the existing
conversion ratios for each series of preferredkstduich was effected on January 21, 2011. Accofgliredl share and per share amounts for all perprdsented
have been adjusted retrospectively, where appbcablreflect this reverse stock split and adjusinoé the preferred stock conversion ratio.

Results for the years ended December 31, 2008 @d@ &d the nine months ended September 30, 20@9de®n revised to correct for immaterial errors

relating to an international tax return, the apatiien of certain expected federal deferred incomxebenefits and the application of a forfeiturerassumption
associated with sto-based compensation expense. See note 2 to thelidatest financial statement
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The following table presents a summary of our bedasheet as of September 30, 2010:

. On an actual basis;

. On a pro forma basis giving effect to (i) the auatimconversion of all outstanding preferred stimtk an aggregate «
61,672,256 shares of common stock immediately poidihe completion of this offering, and (ii) thesuance of 482,546 shares
of common stock upon the net exercise of commorkst@rrants and a convertible preferred stock weythat would otherwis
expire upon the completion of this offering baspdmuthe initial public offering price of $17.00 psrare; and

. On a pro forma as adjusted basis, after givingcettethe pro forma adjustments and our receiphefnet proceeds from the s

by us in this offering of 4,500,000 shares of commtock based upon the initial public offering praf $17.00 per share, after
deducting estimated underwriting discounts and c@sions and estimated offering expenses payablesby

As of September 30, 2010

Pro Forma
Actual Pro Forma As Adjusted
(in thousands)
Balance Sheet Data

Cash and cash equivalel $ 29,23( $ 29,23C $ 95,73
Working capital (5,027 (5,027 61,48
Total asset 479,04 479,04 545,55;
Capital lease obligations, long te 89 89 89
Convertible preferred stoc 373,75¢ — —
Total stockholders' (deficit) equi (19,49¢) 354,64! 421,15(
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Non-GAAP Financial Measures

To provide investors and others with &ddal information regarding our financial resulige have disclosed in the table below and
within this prospectus the following non-GAAP firaal measures: adjusted operating income beforeedigtion and amortization expense, or
Adjusted OIBDA, and revenue less traffic acquisitansts, or Revenue less TAC. We have provided@liation of our non-GAAP
financial measures to the most directly compar@8A&P financial measures. Our non-GAAP Adjusted OMBfinancial measure differs from
GAAP in that it excludes certain expenses suchepgsatiation, amortization, stock-based compensaéiod certain non-cash purchase
accounting adjustments, as well as the financiabich of gains or losses on certain asset saleispositions. Our non-GAAP Revenue less
TAC financial measure differs from GAAP as it refie our consolidated revenues net of our traffguggition costs. Adjusted OIBDA, or its
equivalent, and Revenue less TAC are frequently byesecurities analysts, investors and otherscasremon financial measure of our
operating performance.

These noGAAP financial measures are the primary measured bg our management and board of directors torgtated and evalua
our financial performance and operating trenddufing period to period comparisons, to prepareaputove our annual budget and to
develop short and long term operational plans. falklly, Adjusted OIBDA is the only measure usacthe compensation committee of our
board of directors to establish the target for altichately pay our annual employee bonus pool fduglly all bonus eligible employees. We
also frequently use Adjusted OIBDA in our discussiavith investors, commercial bankers and othersusieour financial statements.

Management believes these non-GAAP firdmeeasures reflect our ongoing business in a exatiat allows for meaningful period to
period comparisons and analysis of trends. In @adi, the exclusion of certain expenses in catmgaAdjusted OIBDA can provide a useful
measure for period to period comparisons of oumss' underlying recurring revenue and operatoxgscwhich is focused more closely on
current costs necessary to utilize previously aeguiong-lived assets. In addition, we believe thean be useful to exclude certain non-cash
charges because the amount of such expensesrastlieof long-term investment decisions in pregiperiods rather than day-tiay operatin
decisions. For example, due to the Idivgd nature of our media content, revenue generatem our content assets in a given period béthles
relationship to the amount of our investment inteahin that same period. Accordingly, we belidvat ttontent acquisition costs represent a
discretionary long-term capital investment decisiolertaken by management at a point in time. iflvisstment decision is clearly
distinguishable from other ongoing business adtigjtand its discretionary nature and long termaicbglifferentiate it from specific period
transactions, decisions regarding day-to-day ojperstand activities that would have immediate @enfance consequences if materially
changed, deferred or terminated.

We believe that Revenue less TAC is anmimegiul measure of operating performance becausdrigéquently used for internal managerial
purposes and helps facilitate a more complete ged@eriod understanding of factors and trendscéifig our underlying revenue
performance.

Accordingly, we also believe that thesa1GAAP financial measures provide useful informatio investors and others in understanding
and evaluating our consolidated revenue and operatisults in the same manner as our managemeilirt aochparing financial results across
accounting periods and to those of our peer conggani
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The following table presents a recontitia of Revenue less TAC and Adjusted OIBDA forteaf the periods presented:

Non-GAAP Financial Measures
(unaudited):
Content & Media revenu
Registrar revenu
Less: TAC(1)

Total revenue less TA

Loss from operation

Add (deduct):

Depreciatior

Amortization(2)

Stoclk-based compensation(

Non-cash purchase accounti
adjustments(4

Gain on sale of asset(

Adjusted OIBDA

Nine Months Nine Months
ended Year ended ended

December 31, December 31, September 30,
2007 2008 2009 2009 2010

(in thousands)

49,34: $ 84,82 $ 107,71, $ 75,64: $ 106,10
52,95: 85,42 90,73t 67,32 73,24¢
(7,259 (7,658 (10,559 (6,979  (8,91J)

95,04. $ 162,59' $ 187,89¢ $ 135,99. $ 170,44¢

(7.08) $ (18,770 $ (18,410 $ (15269 $ (3,310

3,59( 10,50¢ 14,96: 10,63’ 12,96:

17,39: 33,20« 32,15  24,25: 2448

3,67( 5,97( 7,73¢ 5,741 7,145

1,28: 1,53¢ 96C 74C 61E
— — (582) —

18,85« $ 32,44! $ 36,81 $ 26,10¢ $ 41,89:

1) Represents revenue-sharing payments made to avonketustomers from advertising revenue generatad such

customers' websites.

(2) Represents the amortization expense of our finiggllintangible assets, including that relatedubinvestment in media
content assets, included in our GAAP results ofaiens.

3) Represents the fair value of stock-based awardsamain warrants to purchase our stock includeslinGAAP results

of operations.

4) Represents adjustments for certain deferred revandeosts that we do not recognize under GAAPuUsecaf GAAP

purchase accounting.

(5) Represents a gain recognized on the sale of cexrtarts included in our GAAP operating results.

The use of non-GAAP financial measuresdextain limitations because they do not reflidteans of income and
expense that affect our operations. We compeneatadse limitations by reconciling the non-GAARdcial measures to the
most comparable GAAP financial measures. TheseGWARP financial measures should be considered iitiaddo, not as a
substitute for, measures prepared in accordan¢eGWAP. Further, these non-GAAP measures may diften the non-GAAP
information used by other companies, including peenpanies, and therefore comparability may betdichiWe encourage
investors and others to review our financial infation in its entirety and not rely on a single fio&al measure
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RISK FACTORS

Before deciding to invest in our common stock, sfwauld carefully consider each of the followingkriactors and all of the other
information set forth in this prospectus. The faflog risks and the risks described elsewhere is phdspectus, including in the section entitled
"Management's Discussion and Analysis of FinanCiahdition and Results of Operations,” could matérinarm our business, financial
condition, future results and cash flow. If thators, the trading price of our common stock cowddlohe, and you could lose all or part of y
investment. The risks and uncertainties descriledovbare not the only ones we face. Additionalsialkd uncertainties not presently known to
us or that we currently believe to be immaterialymadso adversely affect our business.

Risks Relating to our Content & Media Service Offeing

We are dependent upon certain material agreemernith isoogle for a significant portion of our revenué termination of these agreemen
or a failure to renew them on favorable terms, wduddversely affect our business.

We have an extensive relationship witlo@e and a significant portion of our revenue igvaal from cost-per-click performance-based
advertising provided by Google. For the year eridedember 31, 2009 and the nine months ended Septe38p2010, we derived
approximately 18% and 28%, respectively, of oualtedvenue from our various advertising arrangemeiith Google. We use Google for cost-
per-click advertising, cost-per-impression advarjsand search results on our owned and operagbdites and on our network of customer
websites, and receive a portion of the revenuergéeed by advertisements provided by Google on thadesites. Our Google advertising
agreement for our developed websites, such as ebtwvpur Google advertising agreement for our ualbged websites both expire in the
second quarter of 2012. In addition, we also engamegle's DoubleClick ad-serving platform to detimelvertisements to our developed
websites, which arrangement expires in the secaadey of 2012, and have another revenue-shariregagent with respect to revenue
generated by our content posted on Google's Youtabg which expires in the fourth quarter of 20G6bogle, however, has termination rig
in these agreements with us, including the righietminate before the expiration of the terms utienoccurrence of certain events, includin
our content violates the rights of third partied ather breaches of contractual provisions, a nurabehich are broadly defined. There can be
no assurance that our agreements with Google withttended or renewed after their respective etipiraor that we will be able to extend or
renew our agreements with Google on terms and tiondifavorable to us. If our agreements with Geogl particular the cost-per-click
agreement for our developed websites, are termdnagemay not be able to enter into agreementsaiféinnative third-party advertisement
providers or ad-serving platforms on acceptablesenr on a timely basis or both. Any terminatioroof relationships with Google, and any
extension or renewal after the initial term on terand conditions less favorable to us would hawveterial adverse effect on our business,
financial condition and results of operations.

Our agreements with Google may not caritito generate levels of revenue commensuratewhigt we have achieved during past
periods. Our ability to generate online advertigiegenue from Google depends on its assessmeme gjuiality and performance characteristics
of Internet traffic resulting from online advertisents on our owned and operated websites and omoleveloped websites as well as other
components of our relationship with Google's adsig technology platforms. We have no control camy of these quality assessments or
over Google's advertising technology platforms. @eanay from time to time change its existing, stadlish new, methodologies and metrics
for valuing the quality of Internet traffic and dedring cost-per-click advertisements. Any chanigethese methodologies, metrics and
advertising technology platforms could decreaseatheunt of revenue that we generate from online@ddements. Since most of our
agreements with Google contain exclusivity provisiowe are prevented from using other providerseofices similar to those provided by
Google. In addition, Google may at any time chamgsuspend
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the nature of the service that it provides to anlvertisers and the catalog of advertisers frdvclwonline advertisements are sourced. These
types of changes or suspensions would adverselgdtrqur ability to generate revenue from costgiek advertising. Any decrease in revel
due to lower traffic or a change in the type olvgass that Google provides to us would have a rnatadverse effect on our business, financial
condition and results of operations.

We base our capital allocation decisions primardy our analysis of the predicted internal rate odturn on content. If the estimates and
assumptions we use in calculating internal rate rgfturn on content are inaccurate, our capital mag linefficiently allocated. If we fail to
appropriately allocate our capital, our growth ragnd financial results will be adversely affected.

We invest in content based on our catmneof the internal rate of return on previouslybpshed content cohorts for which we believe
we have sufficient data. For purposes of thesautstions, a content cohort is all of the contentpuelish in a particular quarter. We calculate
the internal rate of return on a cohort of contenthe annual discount rate that, when applieda@tvertising revenue, less certain direct
ongoing costs, generated from the cohort over mgef time, produces an amount equal to the initleestment in that cohort. Our
calculations are based on certain material estsreate assumptions that may not be accurate. Acgglydithe calculation of internal rate of
return may not be reflective of our actual retuifise material estimates and assumptions upon winrckely include estimates about portions
of the costs to create content and the revenueaaéd to that content. We make estimates regavdieg revenue for each cohort will be
received. Our internal rate of return calculatians highly dependent on the timing of this revenui#h revenue earned earlier resulting in
greater internal rates of return than the same atmmfuevenue earned in subsequent periods. Furheinternal rate of return measure
assumes a fair value of zero as of the measuresadt

We make the following estimates and aggtions about the cost of creating content:

. For purposes of calculating internal rate of retuva use averages to estimate the upfront coshiaglan creating conten
Specifically, we estimate the aggregate cost tatera specific cohort of content by multiplying theerage payment made to
freelance content creators by the number of agtigpfeduced in that period. Additionally, we allazaertain in-house editorial
costs to each cohort of content.

. Our estimates exclude depreciation costs for dig@thequipment and equipment related softwareth@dndirect service costs
that support content creation and distributionhsag bandwidth and general corporate overhead hvghipport other aspects of
our business in addition to content creation astritiution.

Our estimates and assumptions aboutetrenue generated by content include the following:

. With respect to each cohort, we estimate the rexvgemerated over its lifetime to date by usingaberage revenue per thous
page views multiplied by the number of page vieesegated in that period. This revenue estimate moagccurately reflect the
actual revenue generated by a particular coharbofent because while we have page views for iddalicohorts, page views
are not necessarily proportionate to the amoun¢\w#nue generated by a given cohort.

. Our revenue estimates exclude indirect revenue asithe revenue generated from advertising apgearimol-article pages ¢
subscription revenues of websites to which contedistributed.

We use more estimates and assumptioceldalate the internal rate of return on video eabbecause our systems and processes to
collect historical data on video content are ledmist. As a result, our data on video content nealess reliable. If our estimates and
calculations do not accurately reflect the costewenues associated with our content, the aattedrial rate of return of
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a cohort may be more or less than our estimatednal rate of return for such cohort. In such aenéwwe may misallocate capital and our
growth, revenue, financial condition and result®pérations could be negatively impacted.

Since our content creation and distribution modal mnew and evolving, the future internal rates ofteen on content may be less than o
historical internal rates of return on content.

The majority of the content that we pshéd from January 1, 2008 through September 3@ @6dsists of text articles published to our
owned and operated website, eHow. We have disciosihis prospectus an internal rate of return@&#¥orfor text content published in the third
quarter of 2008, or our Q308 cohort, which conssitrely of articles published to eHow.

We selected the Q308 cohort for analgsisause it represents the oldest cohort thatedilihe core elements of our current content
creation process, yielding eight quarters of histdrresults to date. However, due to the evolviagure of our business, the composition and
distribution of the Q308 cohort is not the saméh@scomposition and distribution of the contentdurmed in all other historical periods and will
not be the same as the composition and distribatidature content cohorts. Certain variables thay affect our internal rate of return on
content include the following:

. Distribution outlets for our content are changiWe are distributing increasing amounts of conterdustomer websites and to
owned and operated websites other than eHow. Fongbe, 69% of our content produced in the thirdrgpraof 2010 was
published to eHow while 100% of the content in @308 cohort was published to eHow. To date, eHosuidargest and most
established distribution outlet for our content. &erage, internal rates of return on content phbli on less established
distribution outlets have not been as high asdkesrachieved on eHow.

. We have used and will continue to use new methailedofor content production. For example, approxétya32% of our Q30!
cohort was sourced from third parties who were nexgensive than our freelance content creatorsvdweddid not widely
utilize our internal algorithms. Since the secondrter of 2009 our internal algorithms and freeéaogntent creation processes
have been used to produce substantially all ofadticle content.

. The format, category and media of the contentweaproduce changes over time, including the miartitle content versus
video content. Although historically our data ode® performance is not as comprehensive as ounodadaticle performance,
we believe currently that the internal rate of retan video is less than the internal rate of retum article content. Our Q308
cohort had no video content in it.

. Content production costs, monetization rates awga péews all affect internal rates of return, amelse factors may vary amo
cohorts. For example, internal rates of return famticles published on eHow in 2010 have, on awerbgen comparable to the
internal rates of return from articles publishedebfow over the comparable period of 2008, but hamegverage, been lower
than the internal rates of return from articleslhied on eHow over the comparable period of 2008s is due to significantly
higher page views generated on eHow by 2009 puddlisiontent as compared to that initially publisie2008 and 2010.
Further, in an effort to create long-term growtlporiunities for our business such as expandingriatenally or producing
more expensive, long form content, we may elecbtaie investments that generate lower internal i@testurn than those
experienced in the past.

. We have historically had a small number of revesl@ring arrangements with our content creatorsoand¢ustomers. We are

currently planning on entering into more of theseenue-sharing arrangements. Our Q308 cohort haevemue sharing
agreements.
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As a result, you should not rely on thiiinal rate of return for a cohort, including @808 cohort, as being indicative of the interng
of return for any other cohorts. In the event that content does not generate internal rates ofrretonsistent with the internal rates of return
achieved in prior periods or related to contentpoed for different areas of consumer interest,gpowth, revenue, financial condition and
results of operations could be adversely affected.

We face significant competition to our Content & M@ service offering, which we expect will continge intensify, and we may not be able
to maintain or improve our competitive position ararket share.

We operate in highly competitive andl stilveloping markets. We compete for advertisetsarstomers on the basis of a number of
factors including return on marketing expenditupggse of our offerings, and ability to deliver dgrvolumes or precise types of customer
traffic. This competition could make it more diffilt for us to provide value to our consumers, alweatisers and our freelance content creators
and result in increased pricing pressure, reducefit pnargins, increased sales and marketing exgerdecreased website traffic and failure to
increase, or the loss of, market share, any of viguld likely seriously harm our business, reverfimancial condition and results of
operations. There can be no assurance that wéevdble to compete successfully against currefittore competitors.

We face intense competition from a widege of competitors, including online marketing ametlia companies, integrated social media
platforms and other specialist and enthusiast viehsDur current principal competitors include:

. Online Marketing and Media Companit We compete with other Internet marketing and medimpanies, such as AC
About.com and various startup companies as wd#ading online media companies such as Yahoobritine marketing
budgets. Most of these competitors compete withansss several areas of consumer interest, subb+s/ourself, health,
home and garden, golf, outdoors and humor.

. Integrated Social Media ApplicationsWe compete with various software technology caiitgrs, such as Jive Software and
KickApps, in the integrated social media space wivee offer our social media applications.

. Specialized and Enthusiast Websi We compete with companies that provide specidleamsumer information website
particularly in the do-it-yourself, health, homedagarden, golf, outdoors and humor categories,edsas enthusiast websites in
specific categories, including message boards stéogl other enthusiast websites maintained by ishaids and other Internet
companies.

. Distributed Content Creation PlatformsWe compete with a growing nhumber of companieshsas AOL and Yahoo! that
employ a content creation model with aspects simdlaur platform, such as the use of freelancaestrcreators.

We may be subject to increased compeatititth any of these types of businesses in thedutn the extent that they seek to devote
increased resources to more directly address tlireeamarket for the professional creation of comeragly valuable content at scale. For
example, if Google chose to compete more direcitii ws, we may face the prospect of the loss ofrtess or other adverse financial
consequences given that Google possesses a sgiifigreater consumer base, financial resourdssitdition channels and patent portfolio.
In addition, should Google decide to directly cotepeith us in areas such as content creation, yt degide for competitive reasons to
terminate or not renew our commercial agreemerdsiarsuch an event, we may experience a rapidraeiri our revenue from the loss of our
source for cost-per-click advertising on our owaed operated websites and on our network of custereesites. In addition, Google's access
to more comprehensive data regarding user seagfeguthrough its search algorithms would givestgmificant competitive
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advantage over everyone in the industry, includisglf this data is used competitively by Googtddgo online publishers or given away for
free, our business may face increased competit@n €ompanies, including Google, with substantighigater resources, brand recognition
established market presence.

In addition to Google, many of our cutrand other potential competitors enjoy substactiahpetitive advantages, such as greater name
recognition, longer operating histories, substdigt@greater financial, technical and other resoarand, in some cases, the ability to combine
their online marketing products with traditionaflimfe media such as newspapers or magazines. THoaspanies may use these advantages to
offer products similar to ours at a lower priceyelep different products to compete with our cutreffierings and respond more quickly and
effectively than we can to new or changing oppdties, technologies, standards or customer req@resn For example, both AOL and Yah
have access to proprietary search data which dmildilized to assist them in their content creapeoocesses. In addition, many of our current
and potential competitors have established marettationships with and access to larger custdrases. As the markets for online and st
media expand, we expect new competitors, businesiel® and solutions to emerge, some of which maguperior to ours. Even if our
platform is more effective than the products andises offered by our competitors, potential custesrmight adopt competitive products and
services in lieu of using our services. For alttefse reasons, we may not be able to compete sfigityesgainst our current and potential
competitors.

Our Content & Media service offering primarily gemates its revenue from advertising, and the redoctiin spending by or loss of
advertisers could seriously harm our business.

We generated 41% and 47% of our reveauthé year ended December 31, 2009 and nine menttesd September 30, 2010 from
advertising. One component of our platform thatuse to generate advertiser interest in our coligemir system of monetization tools, which
is designed to match content with advertisemengsritanner that maximizes revenue yield and endeaxgegrience. Advertisers will not
continue to do business with us if their investmaradvertising with us does not generate salegsleand ultimately customers, or if we do not
deliver their advertisements in an appropriate effettive manner. The failure of our yield-optimizeonetization technology to effectively
match advertisements with our content in a martregrresults in increased revenue for our advegtis®uld have an adverse impact on our
ability to maintain or increase our revenue fromeatising.

We rely on third-party gokoviders, such as Google, to provide advertisesnemtour owned and operated websites and on oworiebi
customer websites. Even if our content is effetyiveatched with such ad content, we cannot assurrewrrent advertisers will fulfill their
obligations under their existing contracts, congita provide advertisements beyond the terms af éxésting contracts or enter into any
additional contracts. If any of our advertiserd, ibyarticular Google, decided not to continueextiging on our owned and operated websites
and on our network of customer websites, we coxjtgence a rapid decline in our revenue overatixaly short period of time.

In addition, our customers who receiymeion of the revenue generated from advertisesneratched with our content displayed on
their websites, may not continue to do businesk wustif our content does not generate increasezhtev/for them. If we are unable to remain
competitive and provide value to advertisers they stop placing advertisements with us or withreetwork of customer websites, which
would negatively harm our business, revenue, firdrondition and results of operations.
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Lastly, we believe that advertising sgaegan the Internet, as in traditional media, flates significantly as a result of a variety of
factors, many of which are outside of our contfdiese factors include:

. variations in expenditures by advertisers due tigletary constraint:

. the cancellation or delay of projects by advertiser

. the cyclical and discretionary nature of advertisspending;

. general economic conditions, as well as econommditions specific to the Internet and online anflireé media industry; an
. the occurrence of extraordinary events, such agaladisasters, international or domestic terraiticks or armed conflic

If we are unable to generate advertising revengetddiactors outside of our control, then our bes#) revenue, financial condition and results
of operation would be adversely affected.

If we are unable to continue to drive and increagisitors to our owned and operated websites anduo customer websites and conv
these visitors into repeat users and customers-@ffgctively, our business, financial condition anésults of operations could be adversely
affected.

The primary method that we use to attradfic to our owned and operated websites armltacustomer websites and convert these
visitors into repeat users and customers is théecbrreated by our freelance content creators. losessful we are in these efforts depends,
in part, upon our continued ability to create argribute high-quality, commercially valuable comtén a cost effective manner at scale that
connects consumers with content that meets theaifipinterests and enables them to share andhirttevith the content and supporting
communities. We may not be able to create conteatdost effective manner or that meets rapidlynghragy consumer demand in a timely
manner, if at all. Any such failure to do so coatilersely affect user and customer experiencesaghdte traffic driven to our owned and
operated websites and to our customer websiteadhravhich we distribute our content, which wouldedely affect our business, revenue,
financial condition and results of operations.

One effort we employ to create and disiié our content in a cost effective manner ispyaprietary technology and algorithms which
are designed to predict consumer demand and retuimvestment. Our proprietary technology and atbors have a limited history, and as a
result the ultimate returns on our investment inteot creation are difficult to predict, and may he sustained in future periods at the same
level as in past periods. Furthermore, our progrietechnology and algorithms are dependent oryaimgl existing Internet search traffic data,
and our analysis may be impaired by changes imfatdraffic or search engines' methodologies wkiehdo not have any control over. The
failure of our proprietary technology and algorithito accurately identify content that generatefficran websites through which we distribute
our content and which creates a sufficient returinegestment for us and our customer websites wbale an adverse impact on our business,
revenue, financial condition and results of opersi

Another method we employ to attract aoguére new, and retain existing, users and custeisezrommonly referred to as search engine
optimization, or SEO. SEO involves developing wedssto rank well in search engine results. Ouiitgid successfully manage SEO efforts
across our owned and operated websites and owngestvebsites is dependent on the timely modificatif SEO efforts from time to time in
response to periodic changes in search engineithligs; search query trends and related effortsrbyigers of search services designed to
ensure the display of unique offerings in searshilts. Our failure to successfully manage our SE&tegy could result in a substantial
decrease in traffic to our owned and operated websind to our customer websites through whichistelalite our content, which would res
in substantial decreases in conversion rates gehte

21




Table of Contents

business, as well as increased costs if we wenreplace free traffic with paid traffic. Any or af these results would adversely affect our
business, revenue, financial condition and resiltgperations.

Even if we succeed in driving trafficdar owned and operated websites and to our custaelesites, neither we nor our advertisers and
customers may be able to monetize this traffictbexwise retain consumers. Our failure to do sddceesult in decreases in customers and
related advertising revenue, which would have arees® effect on our business, revenue, financiadlition and results of operations.

If Internet search engines' methodologies are madd, traffic to our owned and operated websites dadur customers' websites ai
corresponding consumer origination volumes couldatiae.

We depend in part on various Internetdeangines, such as Google, Bing, Yahoo!, andratbarch engines to direct a significant
amount of traffic to our owned and operated websi®r the quarter ended September 30, 2010, aippately 41% of the page view traffic
directed to our owned and operated websites caraetlyi from these Internet search engines (andjarityaof the traffic from search engines
came from Google), according to our internal d@ar ability to maintain the number of visitors dited to our owned and operated websites
and to our customers' websites through which weeildige our content by search engines is not dgtiéthin our control. For example, search
engines frequently revise their algorithms in @erapt to optimize their search result listings. @jes in the methodologies used by search
engines to display results could cause our ownddarrated websites or our customer websites Buetess favorable placements, which
could reduce the number of users who link to ounedvand operated websites and to our customersiteglfirom these search engines. Some
of our owned and operated websites and our custdmebsites have experienced fluctuations in se@slit rankings and we anticipate
similar fluctuations in the future. Internet seaectgines could decide that content on our ownedpedated websites and on our customers'
websites, including content that is created byfreglance content creators, is unacceptable oatésltheir corporate policies. Any reduction in
the number of users directed to our owned and tgbraebsites and to our customers' websites wagdatively affect our ability to earn
revenue. If traffic on our owned and operated websind on our customers' websites declines, weneeg to resort to more costly sources to
replace lost traffic, and such increased expenskl@iversely affect our business, revenue, firimtindition and results of operations.

Since the success of our Content & Media servicieohg has been closely tied to the success of eHb@How's performance falters i
could have a material adverse effect on our busisiefinancial condition, and operations.

For the year ended December 31, 200gtendine months ended September 30, 2010, Demaddenerated approximately 13% ¢
23%, respectively, of our revenue from eHow. Nceotihdividual site was responsible for more thafoldf our revenue in these periods. In
addition, most of the content that we publishedrduthese periods was published to eHow.

eHow depends on various Internet seangimes to direct traffic to the site. For the qaaended September 30, 2010, approximately
66% of eHow's page view traffic came from Googlarskes. Any changes in search engine methodologiesr failure to properly manage
SEO efforts for eHow may adversely impact the tcadfrected to eHow and in turn the performancéhefcontent created for and distributed
on eHow. Furthermore, as the amount of contentdobos eHow grows, its increased size may slow éugmowth. For example, we have fol
that users' ability to find content on eHow throymgipular search engines is impaired if the incréasdéume of content on the site is not
matched by an improved site architecture. Additignave have already produced a significant amafrdontent that is housed on eHow and it
may become difficult for us to continue to identifpics and produce content with the same levelrofd consumer appeal as the content we
have
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produced up to this point. A material adverse effeceHow could result in a material adverse effed@emand Media and its business,
financial condition, and operations.

Poor perception of our brand, business or industguld harm our reputation and adversely affect obusiness, financial condition an
results of operations.

Our business is dependent on attractilagge number of visitors to our owned and operatelisites and our network of customer
websites and providing leads and clicks to our athers and customers, which depends in part omeputation within the industry and with
our customers. Because our business is transfortradgional content creation models and is theeefwt easily understood by casual
observers, our brand, business and reputationnesable to poor perception. For example, percegtiat the quality of our content may not
the same or better than that of other publisheetet content, even though baseless, can damagepuiation. We are frequently the subject
of unflattering reports in the media about our hass and our model. While disruptive businessesftega criticized early on in their life
cycles, we believe we are more frequently targdtad most because of the nature of the businessevaisrupting — namely the traditional
print and publication media as well as popularrmee publishing methods such as blogging. Any dartagur reputation could harm our
ability to attract and retain advertisers, cust@raard freelance content creators, which would raleadversely affect our results of
operations, financial condition and business. Frttore, certain of our owned and operated websted) as LIVESTRONG.com, are
associated with high-profile experts to enhanceatébsites' brand recognition and credibility. Imiéidn, any adverse news reports, negative
publicity or other alienation of all or a segmehbar consumer base relating to these high-preftdeerts would reflect poorly on our brands
and could have an adverse effect on our business.

We rely primarily on freelance content creators four online content. We may not be able to attractretain sufficient freelance content
creators to generate content on a scale sufficiemgrow our business. As we do not control thosespas or the source of content, we are at
risk of being unable to generate interesting andrattive features and other material content.

We rely primarily on freelance contergators for the content that we distribute throughawned and operated websites and our
network of customer websites. We may not be ab#gttact or retain sufficient freelance creatorgeéoerate content on a scale sufficient to
grow our business. In addition, our competitors ratigmpt to attract members of our freelance camerator community by offering
compensation that we are unable to match. We leetteat over the past two years our ability to atteand retain freelance content creators has
benefited from the weak overall labor market amarfthe difficulties and resulting layoffs occurrimgtraditional media, particularly
newspapers. We believe that this combination aucirstances is unlikely to continue and any chaadkd economy or the media jobs market
may make it more difficult for us to attract andaie freelance content creators. While each off@melance content creators are screened
through our pre-qualification process, we cannargntee that the content created by our freelamcnt creators will be of sufficient quality
to attract users to our owned and operated welmitg$o our network of customer websites. In addijtive have no written agreements with
these persons which obligate them to create astmleideos beyond the one article or video they #lect to create at any particular time and
have no ability to control their future performanés a result, we cannot guarantee that our freel@ontent creators will continue to
contribute content to us for further distributidmdugh our owned and operated websites and ourmonletd customer websites or that the
content that is created and distributed will bdisigint to sustain our current growth rates. In ¢vent that these freelance content creators
decrease their contributions of such content, weeuaable to attract or retain qualified freelangetent creators or if the quality of such
contributions is not sufficiently attractive to canlvertisers or to drive traffic to our owned apei@ted websites and to our network of
customer websites, we may incur substantial cagtsdcuring suitable replacement content, whichdbave a negative impact on our
business, revenue and financial condition.
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The loss of third-party data providers could sigiasiéntly diminish the value of our services and caugs to lose customers and revenue.

We collect data regarding consumer sequoehies from a variety of sources. When a useessss one of our owned and operated
websites, we may have access to certain data assdevith the source and specific nature of thié tosour website. We also license consumer
search query data from third parties. Our ConteMekia algorithms utilize this data to help us detiee what content consumers are seeking,
if that content is valuable to advertisers and Wwhetve can cost-effectively produce this contehesk third-party consumer search data
agreements are generally for perpetual licensesdigcrete amount of data and generally do notigedior updates of the data licensed. There
can be no assurances that we will be able to entteagreements with these third parties to liceadditional data on the same or similar terms,
if at all. If we are not able to enter into agreemsewith these providers, we may not be able terdnto agreements with alternative third-party
consumer search data providers on acceptable tarorsa timely basis or both. Any termination of celationships with these consumer
search data providers, or any entry into new agea¢son terms and conditions less favorable teadd limit the effectiveness of our content
creation process, which would have a material a#veffect on our business, financial condition gesdilts of operations. In addition, new le
or changes to existing laws in this area may pregerestrict our use of this data. In such evth&,value of our algorithms and our ability to
determine what consumers are seeking could befisigmily diminished.

If we are unable to attract new customers for owscsal media applications products or to retain oakisting customers, our revenue coL
be lower than expected and our operating resultsynsaffer.

Our enterprise-class social media tolitsvawebsites to add feature-rich applications,bsas user profiles, comments, forums, reviews,
blogs, photo and video sharing, media galleriesygs and messaging offered through our social negapéication product suite. In addition to
adding new customers for our social media productgicrease our revenue, we must sell additioneilbs media products to existing custon
and encourage existing customers to maintain oe@se their usage levels. If our existing and prospe customers do not perceive our social
media products to be of sufficiently high qualitye may not be able to retain our current custoroeegtract new customers. We sell our social
media products pursuant to service agreementsitbaenerally one to two years in length. Our ausis have no obligation to renew their
contracts for our products after the expiratiothefir initial commitment period, and these agreetmemay not be renewed at the same or hi
level of service, if at all. In addition, these agments generally require us to keep our produtet sperational with minimal service
interruptions and to provide limited credits to rni@edustomers in the event that we are unable totaiaithese service levels. To date, service
level credits have not been significant. Moreouerider some circumstances, some of our customeesthawight to cancel their service
agreements prior to the expiration of the termtheir agreements, including the right to cancelif social media product suite suffers repe
service interruptions. If we are unable to attreaw customers for our social media products, oistieg customers do not renew or terminate
their agreements for our social media productseare required to provide service level credithanfuture as a result of the operational
failure of our social media products, then our agiag results could be harmed.

Our success depends upon the continued commercéal of the Internet, and acceptance of online adigrg as an alternative to offline
advertising.

The percentage of the advertising maaletated to online advertising lags the percentddene spent by people consuming media
online by a significant percentage. Growth in ousibess largely depends on this distinction betvmsgine and off-line advertising narrowing
or being eliminated. This may not happen in a watpdhe extent that we currently expect. Many atisers
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still have limited experience with online advertigiand may continue to devote significant portiohtheir advertising budgets to traditional,
offline advertising media. Accordingly, we continittecompete for advertising dollars with traditibnaedia, including print publications, in
addition to websites with higher levels of traffile believe that the continued growth and accegtafonline advertising generally will
depend on its perceived effectiveness and the taoep of related advertising models, and the caatirgrowth in commercial use of the
Internet, among other factors. Any lack of growthtie market for various online advertising moda®isld have an adverse effect on our
business, financial condition and results of openat

Wireless devices and mobile phones are increasirgding used to access the Internet, and our onlmarketing services may not be as
effective when accessed through these devices, wbiaild cause harm to our business.

The number of people who access theretehrough devices other than personal computessdricreased substantially in the last few
years. Our Content & Media services were designeg@drsons accessing the Internet on a desktagptog computer. The smaller scree
lower resolution graphics and less convenient tygiapabilities of these devices may make it moffecdit for visitors to respond to our
offerings. In addition, the cost of mobile advertigis relatively high and may not be cost-effeetfer our services. We must also ensure that
our licensing arrangements with third-party confaotviders allow us to make this content availairig¢hese devices. If we cannot effectively
make our content, products and services availabkb@se devices, fewer consumers may access amdiusentent, products and services.
Also, if our services continue to be less effectiveeconomically attractive for customers seekimgrigage in advertising through these devices
and this segment of Internet traffic grows at tkpemse of traditional computer Internet accesswilleexperience difficulty attracting website
visitors and attracting and retaining customers@ndoperating results and business will be harmed.

We are dependent upon the quality of traffic in onetwork to provide value to online advertisers,daany failure in our quality control
could have a material adverse effect on the valdi@or websites to our third-party advertisementtisution providers and online
advertisers and adversely affect our revenue.

We use technology and processes to ntathigoquality of, and to identify any anomalous mnestassociated with, the Internet traffic that
we deliver to online advertisers and our networkugtomer websites. These metrics may be indicafiV@wv quality clicks such as non-human
processes, including robots, spiders or other sofiwthe mechanical automation of clicking; anceotiypes of invalid clicks or click fraud.
Even with such monitoring in place, there is a tlskt a certain amount of low-quality traffic, oaffic that is deemed to be invalid by online
advertisers, will be delivered to such online atigers. As a result, we may be required to creditre amounts owed to us by our advertisers.
Furthermore, low-quality or invalid traffic may bletrimental to our relationships with third-pargvartisement distribution providers and
online advertisers, and could adversely affectreuenue.

The expansion of our owned and operated websités imew areas of consumer interest, products, sexsiand technologies subjects us to
additional business, legal, financial and competii risks.

An important element of our businesstsgg is to grow our network of owned and operatethsites to cover new areas of consumer
interest, expand into new business lines and dpwadditional services, products and technologieslifecting our focus into new areas, we
face numerous risks and challenges, including &sed capital requirements, long development cynkag,competitors and the requirement to
develop new strategic relationships. We cannotrasgou that our strategy will result in increased sales or net income. Furthermore, growth
into new areas may require changes to our existirsiness model and cost structure, modificatiormutanfrastructure
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and exposure to new regulatory and legal risks,adinyhich may require expertise in areas in whighhave little or no experience. If we
cannot generate revenue as a result of our expamgimnew areas that are greater than the casialf expansion, our operating results could
be harmed.

As a creator and a distributor of Internet contentie face potential liability and expenses for legdhims based on the nature and content
the materials that we create or distribute, or thete accessible via our owned and operated websitesour network of customer websites.
If we are required to pay damages or expenses inr@ztion with these legal claims, our operating tés and business may be harme

We rely on the work product of freelamomtent creators to create original content forawned and operated websites and for our
network of customer websites and for use in ourketarg messages. As a creator and distributorigfral content and third-party provided
content, we face potential liability based on aetsrof theories, including defamation, negligenaelawful practice of a licensed profession,
copyright or trademark infringement or other letjories based on the nature, creation or distabutf this information, and under various
laws, including the Lanham Act and the Copyright. Ale may also be exposed to similar liability onoection with content that we do not
create but that is posted to our owned and operadddites and to our network of customer websiyesders and other third parties through
forums, comments, personas and other social medtares. In addition, it is also possible thatteisi to our owned and operated websites and
to our network of customer websites could makentdaigainst us for losses incurred in reliance upfammation provided on our owned and
operated websites or our network of customer websithese claims, whether brought in the UniteteStar abroad, could divert management
time and attention away from our business and r@ssignificant costs to investigate and defergiardless of the merit of these claims. If we
become subject to these or similar types of claind are not successful in our defense, we mayroeddo pay substantial damages. While we
run our content through a rigorous quality conpiacess, including an automated plagiarism progthere is no guarantee that we will avoid
future liability and potential expenses for legiaims based on the content of the materials thatr@ate or distribute. Should the content
distributed through our owned and operated webaitelsour network of customer websites violate thellectual property rights of others or
otherwise give rise to claims against us, we cbeldubject to substantial liability, which couldshaa negative impact on our business, rev
and financial condition.

We may face liability in connection with our undeleped owned and operated websites and our custohuerdeveloped websites whose
domain names may be identical or similar to anothgarty's trademark or the name of a living or decssad person.

A number of our owned and operated websand our network of customer websites are undpgdlor minimally developed properties
that primarily contain advertising listings andkién As part of our registration process, we perfegarches and screenings to determine if the
domain names of our owned and operated websitesnmination with the advertisements displayed asétsites violate the trademark or
other rights owned by third parties. Despite thefferts, we may inadvertently register the domames of properties that are identical or
similar to another party's trademark or the name lbfing or deceased person. Moreover, our effarésinherently limited due to the fact that
the advertisements displayed on our undevelopeditesbare delivered by third parties and the adesrients may vary over time or based on
the location of the viewer. We may face primangecondary liability in the United States underAmticybersquatting Consumer Protection
Act or under general theories of trademark infrmgat or dilution, unfair competition or under rightf publicity with respect to the domain
names used for our owned and operated website® il to comply with these laws and regulations,could be exposed to claims for
damages, financial penalties and reputational hesmch could increase our costs of operations, cedwr profits or cause us to forgo
opportunities that would otherwise support our ghow
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We may not succeed in establishing our businessésrpationally, which may limit our future growth.

One potential area of growth for us ishia international markets. We have launched sitdse United Kingdom and China, among
others and are exploring launches in certain atbantries. We have also been investing in tramsiatapabilities for our technologies.
Operating internationally, where we have limitegherience, exposes us to additional risks and dpgrabsts. We cannot be certain that we
will be successful in introducing or marketing @ervices internationally or that our services wédin market acceptance or that growth in
commercial use of the Internet internationally wiintinue. There are risks inherent in conductingitiess in international markets, including
the need to localize our products and serviceeriign customers' preferences and customs, difiésuin managing operations due to langt
barriers, distance, staffing and cultural differemcapplication of foreign laws and regulationsgotariffs and other trade barriers, fluctuations
in currency exchange rates, establishing managesystéms and infrastructures, reduced protectiomfellectual property rights in some
countries, changes in foreign political and ecormoainditions, and potentially adverse tax consegegrOur inability to expand and market
our products and services internationally may hewnegative effect on our business, revenue, fimhgondition and results of operations.

Risks Relating to our Registrar Service Offering

We face significant competition to our Registrarrsie offering, which we expect will continue totiensify. We may not be able to maintain
or improve our competitive position or market share

We face significant competition from diig registrars and from new registrars that camito enter the market. As of December 31,
2010, ICANN had accredited 966 registrars to regidbmain names in one or more of the genericewegl [domains, or gTLDs, that it overse
There are relatively few barriers to entry in timarket, so as this market continues to developxpect the number of competitors to increase.
The continued entry into the domain name registnatnarket of competitive registrars and unaccrddittities that act as resellers for
registrars, and the rapid growth of some competitegistrars and resellers that have already ehtbeemarket, may make it difficult for us to
maintain our current market share.

The market for domain name registratiod ather related web-based services is intensehpetitive and rapidly evolving. We expect
competition to increase from existing competitssell as from new market entrants. Most of ousxg competitors are expanding the
variety of services that they offer. These compeditnclude, among others, domain name registragbsite design firms, website hosting
companies, Internet service providers, Internetg®and search engine companies, including GoDadelyvork Solutions, Tucows, Micros:
and Yahoo!. Some of these competitors have greaseurces, more brand recognition and consumereaess, greater international scope,
larger customer bases and larger bases of exististpmers than we do. As a result, we may not ketaltompete successfully against ther
future periods.

In addition, these and other large coiitgrst, in an attempt to gain market share, mayraftgressive price discounts on the services
offer. These pricing pressures may require us tizimi@ese discounts in order to remain competitidich would reduce our margins, or ca
us to lose customers who decide to purchase teutised service offerings of our competitors. Assult of these factors, in the future it may
become increasingly difficult for us to competeassfully.

If our customers do not renew their domain name rsigations or if they transfer their existing reglisations to our competitors and we fail
replace their business, our business would be adedr affected.

Our success depends in large part orcwstomers' renewals of their domain name registratiDomain name registrations represented
approximately 41% of total revenue in the year éndecember 31, 2009, and approximately 36% of otat tevenue in the nine months en
September 30, 2010. Our customer renewal ratexfairieg domain name registrations was
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approximately 69% in the year ended December 319 28nd approximately 72% in the nine months ers#kutember 30, 2010. If we are
unable to maintain or increase our overall reneaigs for domain name registrations or if any desedn our renewal rates, including due to
transfers, is not offset by increases in new custagnowth rates, our customer base and our reweoud likely decrease. This would also
reduce the number of domain name registration mueste to whom we could market our other higher-nmasgirvices, thereby further
potentially impacting our revenue and profitabilitiyiving up our customer acquisition costs andriag our operating results. Since our
strategy is to expand the number of services weigeto our customers, any decline in renewalsoofigin name registrations not offset by
new domain name registrations would likely haveadwerse effect on our business, revenue, finanoradition and results of operations.

Regulation could reduce the value of Internet domaiames or negatively impact the Internet domainmea acquisition process, whic
could significantly impair the value attributableotour acquisitions of Internet domain names.

The acquisition of expiring domain nanfmsdevelopment, undeveloped website commerciatinasale or other uses, involves the
registration of thousands of Internet domain narhe#) with registries in the United States andrimiéionally. We have and intend to continue
to acquire previously-owned Internet domain narhas have expired and that, following the periogh@fmitted redemption by their prior
owners, have been made available for registralibe.acquisition of Internet domain names geneislfyjoverned by regulatory bodies. The
regulation of Internet domain names in the Uniteate® and in foreign countries is subject to chaRggulatory bodies could establish
additional requirements for previoustyvned Internet domain names or modify the requirgmor holding Internet domain names. As a re
we might not acquire or maintain names that coutetio our financial results in the same mannevesurrently do. A failure to acquire or
maintain such Internet domain names could adveedédgt our business, revenue, financial condiiod results of operations.

We could face liability, or our corporate image nfigbe impaired, as a result of the activities ofrazustomers or the content of their
websites.

Our role as a registrar of domain nanmekaaprovider of website hosting services may suhje to potential liability for illegal activities
by our customers on their websites. For exampleangea party to a lawsuit in which a group regesdest domain name through our registrar
and proceeded to fill the site with content thas\alegedly defamatory to another business whoseria similar to the domain name. We
provide an automated service that enables useegister domain names and populate websites witteob. We do not monitor or review, nor
does our accreditation agreement with ICANN reqthieg we monitor or review, the appropriatenesthefdomain names we register for our
customers or the content of our network of custowelrsites, and we have no control over the aaiwiith which our customers engage. While
we have policies in place to terminate domain naonée take other appropriate action if presentét & court order, governmental injunction
or evidence of illegal conduct from law enforcement trusted industry partner, we have in the past publicly criticized for not being more
proactive in this area by consumer watchdogs anthexeencounter similar criticism in the future. Jlriticism could harm our reputation.
Conversely, were we to terminate a domain namestragiion in the absence of legal compulsion orrad&ence of illegal conduct from a
legitimate source, we could be criticized for prémnaly and improperly terminating a domain namesteged by a customer. In addition,
despite the policies we have in place to termidat@ain name registrations or to take other appatgactions, customers could nonetheless
engage in prohibited activities.

For example, we have been criticizednfoirbeing more proactive in policing online phariea@cting in violation of U.S. laws. We
recently entered into an agreement with LegitSctipC, an

28




Table of Contents

Internet pharmacy verification and monitoring seeviecognized by the National Association of BoarfdBharmacy, to assist us in identifying
customers who are violating our terms of servicepgrating online pharmacies in violation of U.&te or federal law. Under that agreement,
LeqitScript provides us a list, updated regulaslycustomers using their domain names knowinglgdst illegal online pharmacies, allowing

to better enforce our policy of terminating sergice taking other appropriate action against custsrangaged in illegal activity in violation or
our terms of service. In addition, LegitScript lz@geed to serve as a resource to us regardingsissneerning drug safety, pharmacy laws and
regulations, coordination with law enforcement awities, and complaints regarding action taken wagainst our customers based on
information provided by LegitScript. We have agrée@ssist LegitScript with its research concernilegal online pharmacies by providing
our expertise in the domain name registrar busin@ssagreement with LegitScript may not be suéfitito identify all illegal online
pharmacies hosted by our customers, may not progeftom further criticism when our customers erggegillegal activities, will not address
any illegal activities other than in the online phacy area, and may subject us to complaints bilitiaif we terminate customer websites
mistakenly.

Several bodies of law may be deemed plyap us with respect to various customer actgtiBecause we operate in a relatively new
and rapidly evolving industry, and since this fieddcharacterized by rapid changes in technologlyiamew and growing illegal activity, these
bodies of laws are constantly evolving. Some ofiéiwes that apply to us with respect to customeivigtinclude the following:

. The Communications Decency Act of 1996, or CDA,ayally protects online service providers, such emBnd Media, from
liability for certain activities of their customersuch as posting of defamatory or obscene contetgss the online service
provider is participating in the unlawful condulibtwithstanding the general protections from ligpilinder the CDA, we may
nonetheless be forced to defend ourselves frormslaf liability covered by the CDA, resulting in artreased cost of doing
business.

. The Digital Millennium Copyright Act of 1998, or D&#A, provides recourse for owners of copyrightedariat who believe thi
their rights under U.S. copyright law have beemimgfed on the Internet. Under this statute, we galyeare not liable for
infringing content posted by third parties. Howevewe receive a proper notice from a copyrighinewalleging infringement «
its protected works by web pages for which we pieviosting services, and we fail to expeditiousiynove or disable access to
the allegedly infringing material, fail to post aaedforce a digital rights management policy or Bicgdo terminate accounts of
repeat infringers, or otherwise fail to meet thguieements of the safe harbor under the statuéeotimer may seek to impose
liability on us.

Although established statutory law anskeciaw in these areas to date generally have shield from liability for customer activities,
court rulings in pending or future litigation magrge to narrow the scope of protection affordednder these laws. In addition, laws gover
these activities are unsettled in many internatipmasdictions, or may prove difficult or impossfor us to comply with in some international
jurisdictions. Also, notwithstanding the exculpattainguage of these bodies of law, we may be erdat@n complaints and lawsuits whic
even if ultimately resolved in our favor, add ctwsbur doing business and may divert managemémiesand attention. Finally, other existing
bodies of law, including the criminal laws of var®states, may be deemed to apply or new statutegwations may be adopted in the future,
any of which could expose us to further liabilitydaincrease our costs of doing business.
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We may face liability or become involved in dispsitever registration of domain names and control oveebsites.

As a domain name registrar, we regulbedgome involved in disputes over registration ahdo names. Most of these disputes arise
result of a third party registering a domain nahe ts identical or similar to another party's #ark or the name of a living person. These
disputes are typically resolved through the Unifdemain-Name Dispute-Resolution Policy, or UDRPANN's administrative process for
domain name dispute resolution, or less frequehtiyugh litigation under the Anticybersquatting Gomer Protection Act, or ACPA, or under
general theories of trademark infringement or @it The UDRP generally does not impose liabilityregistrars, and the ACPA provides that
registrars may not be held liable for registeringnaintaining a domain name absent a showing offéi#td intent to profit or reckless disregard
of a court order by the registrars. However, we fiaag liability if we fail to comply in a timely nmmer with procedural requirements under
these rules. In addition, these processes typicatjyire at least limited involvement by us, aneréfore increase our cost of doing business.
The volume of domain name registration disputes menease in the future as the overall number gistered domain names increases.

Domain name registrars also face potetdralaw liability for their role in wrongful tnasfers of domain names. The safeguards and
procedures we have adopted may not be successhdutating us against liability from such claimsthe future. In addition, we face potential
liability for other forms of "domain name hijackifigncluding misappropriation by third parties afrmmetwork of customer domain names and
attempts by third parties to operate websites eadlomain names or to extort the customer whasaidaname and website were
misappropriated. Furthermore, our risk of incurriiadpility for a security breach on a customer wighgould increase if the security breach
were to occur following our sale to a customermfSSL certificate that proved ineffectual in pretweg it. Finally, we are exposed to potential
liability as a result of our private domain namgisgration service, wherein we become the domaimeneegistrant, on a proxy basis, on behalf
of our customers. While we have a policy of prorglthe underlying Whois information and reservertpbt to cancel privacy services on
domain names giving rise to domain name disputdadimg when we receive reasonable evidence otdarable harm, the safeguards we
have in place may not be sufficient to avoid lispiin the future, which could increase our codtdaing business.

We may experience unforeseen liabilities in conrientwith our acquisitions of Internet domain names arising out of third-party domain
names included in our distribution network, whictoald negatively impact our financial results.

We have acquired and intend to contimugctjuire in the future additional previously-ownetérnet domain names. While we have a
policy against acquiring domain names that infringethird-party intellectual property rights, inding trademarks or confusingly similar
business names, in some cases, these acquired neydmve trademark significance that is not rgaaiiparent to us or is not identified by us
in the bulk purchasing process. As a result we faeg demands by third-party trademark owners asgdrtfringement or dilution of their
rights and seeking transfer of acquired Intern@t@io names under the UDRP administered by ICANBations under the ACPA.
Additionally, we display paid listings on third-pidomain names and third-party websites that areqf our distribution network, which also
could subject us to a wide variety of civil claiinsluding intellectual property infringement.

We intend to review each claim or demahéch may arise from time to time on a case-by-tzs8s with the assistance of counsel and
we intend to transfer any rights acquired by uartp party that has demonstrated a valid prior rightlaim. We cannot, however, guarantee
that we will be able to resolve these disputes avithitigation. The potential violation of third-gg intellectual property rights and potential
causes of action under consumer protection lawssubject us to unforeseen liabilities includingimgtions and judgments for money
damages.
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Our failure to register, maintain, secure, transfar renew the domain names that we process on bebBbur customers or to provide our
other services to our customers without interrupticould subject us to additional expenses, clainfisoss or negative publicity that have a
material adverse effect on our business.

Clerical errors and system and procesrés made by us may result in inaccurate andnmpiete information in our database of domain
names and in our failure to properly register omiintain, secure, transfer or renew the registnatit domain names that we process on behalf
of our customers. In addition, any errors of tlgjset might result in the interruption of our othensces. Our failure to properly register or to
maintain, secure, transfer or renew the registmatioour customers' domain names or to provideothuer services without interruption, even if
we are not at fault, might result in our incurrisignificant expenses and might subject us to claifiess or to negative publicity, which could
harm our business, revenue, financial conditionrasdlts of operations.

Governmental and regulatory policies or claims carning the domain name registration system, and sty reactions to those policies or
claims, may cause instability in the industry, digrt our domain name registration business and ndgaly impact our business.

ICANN is a private sector, not for prafitrporation formed in 1998 for the express purpageoverseeing a number of Internet related
tasks previously performed directly on behalf &f thS. government, including managing the domameneegistration system. ICANN has
been subject to strict scrutiny by the public apdhe United States government. For example, inkhiged States, Congress has held hearings
to evaluate ICANN's selection process for new eyel domains. In addition, ICANN faces significaniestions regarding its financial viabil
and efficacy as a private sector entity. ICANN ncaptinue to evolve both its long term structure aniglsion to address perceived
shortcomings such as a lack of accountability eoghiblic and a failure to maintain a diverse repnéstion of interests on its board of directors.
We continue to face the risks that:

. the U.S. or any other government may reassessdisidn to introduce competition into, or ICANN&e in overseeing, the
domain name registration market;

. the Internet community or the U.S. Department ofn@erce or U.S. Congress may refuse to recognizeiC# authority ol
support its policies, which could create instapilit the domain name registration system;

. some of ICANN's policies and practices, and thécped and practices adopted by registries andtragss could be found 1
conflict with the laws of one or more jurisdictigns

. the terms of the Registrar Accreditation Agreemantler which we are accredited as a registrardociihnge in ways that are
disadvantageous to us or under certain circumssacmad be terminated by ICANN preventing us frope@ting our Registrar;

. ICANN and, under their registry agreements, VeniSigd other registries may impose increased feesved for each ICAND
accredited registrar and/or domain name registratianaged by those registries;

. international regulatory or governing bodies, sastthe International Telecommunications Union erEaropean Union, may
gain increased influence over the management andation of the domain name registration systemdileg to increased
regulation in areas such as taxation and privacy;

. ICANN or any registries may implement policy chas@feat would impact our ability to run our curréunisiness practices
throughout the various stages of the lifecycle dbenain name; and
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. foreign constituents may succeed in their effathdve domain name registration removed from a haSed entity and placed
in the hands of an international cooperative.

If any of these events occur, they cauthte instability in the domain name registraggatem. These events could also disrupt or
suspend portions of our domain name registratidutison, which would result in reduced revenue.

The relevant domain name registry and the ICANN régtory body impose a charge upon each registrar floe administration of each
domain name registration. If these fees increagayould have a significant impact upon our operagmesults.

Each registry typically imposes a feassociation with the registration of each domaimeaFor example, the VeriSign registry
presently charges a $7.34 fee for each .com ragmtr ICANN charges a $0.18 fee for each domameneegistered in the generic top level
domains, or gTLDs, that fall within its purview. Wave no control over these agencies and canndicpsghen they may increase their
respective fees. In terms of the registry agreeretween ICANN and VeriSign that was approved leyhS. Department of Commerce on
November 30, 2006, VeriSign will continue as thelesive registry for the .com gTLD through at lelsivember 30, 2012 and is entitled
increase the fee it receives for each .com domaimenonce in either 2011 or 2012. Any increaseeésdtfees either must be included in the
prices we charge to our service providers, imp@sed surcharge or absorbed by us. If we absorbcasthincreases or if surcharges act as a
deterrent to registration, we may find that ourfiisare adversely impacted by these third-pargsfe

As the number of available domain names with comwial value diminishes over time, our domain namegistration revenue and ou
overall business could be adversely impacted.

As the number of domain registrationsaéases and the number of available domain naméscaihmercial value diminishes over time,
and if it is perceived that the more desirable domames are generally unavailable, fewer Inteusets might register domain names with us.
If this occurs, it could have an adverse effecoondomain name registration revenue and our oMeuginess.

Risks Relating to our Company
We have a history of operating losses and may r@tble to operate profitably or sustain positiveshdlow in future periods.

We were founded in 2006 and have a lidnétperating history. We have had a net loss inyeyear since inception. As of September 30,
2010, we had an accumulated deficit of approxingz88B million and we may incur net operating lossethe future. Moreover, we anticipate
that our cash flows from operating activities ie tiear term will not be sufficient to fund our istrments in the production of content and the
purchase of property and equipment, domain namgeter intangible assets and may never be. Ounéssstrategy contemplates making
substantial investments in our content creatiostriution processes and the development and laofhicew products and services, each of
which will require significant expenditures. In dtitth, as a public company, we will incur signifidteadditional legal, accounting and other
expenses that we did not incur as a private compaay ability to generate net income in the futwit depend in large part on our ability to
generate and sustain substantially increased revienals, while continuing to control our expend&® may incur significant losses in the
future for a number of reasons, including thosewssed in other risk factors and factors that weotforesee. Our inability to generate net
income and positive cash flows would materially adgersely affect our business, revenue, finamaadition and results of operations.
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We expect a number of factors to cause our opergtiesults to fluctuate on a quarterly and annual sia, which may make it difficult to
predict our future performance

Our revenue and operating results coaly gignificantly from quarter-to-quarter and yéaayear and may fail to match our past
performance because of a variety of factors, mdnyhich are outside of our control. In particulaur operating expenses are fixed and
variable and, to the extent variable, less flextblenanage period-to-period, especially in the stesm. For example, our ability to manage our
expenses in the near term period-to-period is tfteby our sales and marketing expenses to ref#ictto or promote our owned and operated
websites, generally a variable expense which candieaged based on operating performance in thetemar This expense has historically
represented a relatively small percentage of oaraimg expenses. In addition, comparing our opegaesults on a period-to-period basis may
not be meaningful. In addition to other risk fastdiscussed in this section, factors that may durtt to the variability of our quarterly and
annual results include:

. lower than anticipated levels of traffic to our aedhand operated websites and to our customersitesl

. failure of our content to generate sufficient opested revenue during its estimated useful lifeetmver its unamortized creati
costs, which may result in increased amortizatiqreases associated with, among other things, @dseiin the estimated use
life of our content, an impairment charge assodiatgh our existing content, or expensing futuratemt acquisition costs as
incurred,;

. creation of content in the future that may havaater estimated useful life as compared to ouresurportfolio of content, or
which we license exclusively to third parties faripds that are less than the estimated usefubfifur existing content, which
may result in, among other things, increased carerortization expenses or the expensing of futorgent acquisition costs as

incurred;

. our ability to continue to create and develop contkat attracts users to our owned and operatégites and to our network
customer websites that distribute our content;

. our ability to generate revenue from traffic to owned and operated websites and to our netwockstbmer websites;

. our ability to expand our existing distribution wetk to include emerging and alternative chanrialduding complementar

social media platforms such as Facebook, custoricagipns for mobile platforms such as the iPhdBleckberry and Android
operating systems, and new types of devices usedcess the Internet such as the iPad;

. our ability to attract and retain sufficient freet& content creators to generate content on a sgHieient to grow our busines

. our ability to effectively manage rapid growth frethumber of our freelance content creators, dadeertising sales force,-
house personnel and operations;

. a reduction in the number of domain names undergwment or in the rate at which this number gralus, to slow growth or
contraction in our markets, lower renewal ratestber factors;

. reductions in the percentage of our domain namistragion customers who purchase additional sesviicem us;

. timing of and revenue recognition for large satessactions such as significant new contracts fanded advertising;

33




Table of Contents

. the mix of services sold in a particular periodadsen our Registrar and our Content & Media serofterings;

. changes in our pricing policies or those of our petitors, changes in domain name fees chargedlty Ugernet registries ¢
the Internet Corporation for Assigned Names and blens, or ICANN, or other competitive pressures onrices;

. the timing and success of new services and tecgp@nhancements introduced by our competitors, lwbdazild impact both
new customer growth and renewal rates;

. the entry of new competitors in our markets;

. our ability to keep our platform, domain name regison services and our owned and operated websfierational at a
reasonable cost and without service interruptions;

. increased product development expenses relatitigetdevelopment of new servict

. the amount and timing of operating costs and cegiaenditures related to the maintenance and expauof our services,
operations and infrastructure;

. changes in generally accepted accounting pringi

. our focus on long-term goals over short-term rasult

. federal, state or foreign regulation affecting business; and

. weakness or uncertainty in general economic orstrgliconditions

It is possible that in one or more futquearters, due to any of the factors listed abaveymbination of those factors or other reasons, ou
operating results may be below our expectationstia@e&xpectations of public market analysts andstars. In that event, the price of our
shares of common stock could decline substantially.

Changes in our business model or external developtaén our industry could negatively impact our ofzing margins.

Our operating margins may experience dweavd pressure as a result of increasing competitimhincreased expenditures for many
aspects of our business, including expenses refatedntent creation. For example, historically, vewe paid substantially all of our freelance
content creators upon the creation of text artiales videos, rather than on a revenue share leasisye capitalize these payments. However, if
we increase the use of revenue sharing arrangertteatsnpensate our freelance content creatorspenating margins may suffer if such
revenue-share payments exceed our amortizatiomegpn comparably performing content. In additiee,intend to enter into additional
revenue sharing arrangements with our customershwdduld cause our operating margins to experidoeenward pressure if a greater
percentage of our revenue comes from advertisenpéanted on our network of customer websites contpredvertisements placed on our
owned and operated websites. Additionally, the grtage of advertising fees that we pay to our costs may increase, which would reduce
the margin we earn on revenue generated from ttustemers.

Our recent revenue growth rate may not be sustaileab

Our revenue increased rapidly in eactheffiscal years ended December 31, 2007 througiei@ber 31, 2009. However, our revenue
growth rate could decline in the future as a resét number of factors, including increasing cotitima and the decline in growth rates as our
revenue increases to higher levels. We may nobleeta sustain our revenue growth rate in futunéopls and you should not rely on the
revenue growth of any prior quarterly or annualgueas an indication of our future performanceauf future growth fails to meet investor or
analyst expectations, it could
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have a materially negative effect on our stockepri€our growth rate were to decline significanlybecome negative, it would adversely af
our business, financial condition and results afrafions.

If we do not effectively manage our growth, our opéing performance will suffer and we may lose camsers, advertisers, customers a
freelance content creator:

We have experienced rapid growth in querations, and we expect to experience continuedtrin our business, both through internal
growth and potential acquisitions. For example,@aployee headcount has grown from approximatelyt8@00 in the thirty-three months
ended September 30, 2010. As of December 31, 20@aumber of freelance content creators affiliatéth us has grown to approximately
13,000. This growth has placed, and will continuglice, significant demands on our managemenbandperational and financial
infrastructure. In particular, continued rapid gtbwnay make it more difficult for us to accompliste following:

. successfully scale our technology and infrastrgctarsupport a larger busine

. continue to grow our platform at scale and distetithrough our new and existing properties whilecegsfully monetizing our
content;

. maintain our standing with key advertisers as aglinternet search companies and our network oboes websites

. maintain our customer service standards;

. develop and improve our operational, financial ar@hagement controls and maintain adequate repaystgms and
procedures;

. acquire and integrate websites and other busine

. successfully expand our footprint in our existimgaes of consumer interest and enter new areasstioter interest; and

. respond effectively to competition and potentigjaiive effects of competition on profit margins.

In addition, our personnel, systems, pdares and controls may be inadequate to suppodustent and future operations. The
improvements required to manage our growth willisgjus to make significant expenditures, exparaih tand manage our employee base and
allocate valuable management resources. If wedaffectively manage our growth, our operatingd@@nance will suffer and we may lose our
advertisers, customers and key personnel.

If we do not continue to innovate and provide practa and services that are useful to our customeve, may not remain competitive, ai
our revenue and operating results could suffer.

Our success depends on our ability towate and provide products and services usefulit@astomers in both our Content & Media
and Registrar service offerings. Our competitoesa@nstantly developing innovations in content tto@eand distribution as well as in domain
name registration and related services, such asesting, email and website creation solutionsaAssult, we must continue to invest
significant resources in product development ireotd maintain and enhance our existing produaissanvices and introduce new products
and services that deliver a sufficient return arestment and that our customers can easily andti#y use. If we are unable to provide
quality products and services, we may lose conssinaglvertisers, customers and freelance conteatoerse and our revenue and operating
results would suffer. Our operating results wougbauffer if our innovations are not responsivéi® needs of our customers and our
advertisers, are not appropriately timed with madggoortunities or are not effectively brought tanket.
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We may have difficulty scaling and adapting our sting technology and network infrastructure to acmenodate increased traffic and
technology advances or changing business requiretsewhich could lead to the loss of consumers, atigers, customers and freelance
content creators, and cause us to incur expensesiake architectural changes.

To be successful, our network infrastnoethas to perform well and be reliable. The grehte user traffic and the greater the complexity
of our products and services, the more computinvgepave will need. In the future, we may spend safitsal amounts to purchase or lease data
centers and equipment, upgrade our technology etwvadbnk infrastructure to handle increased trafficomr owned and operated websites and
roll out new products and services. This expansmrd be expensive and complex and could resuttgfficiencies or operational failures. If
we do not implement this expansion successfullyf we experience inefficiencies and operationdufas during its implementation, the
quality of our products and services and our usaqgerience could decline. This could damage quutegion and lead us to lose current and
potential consumers, advertisers, customers aethfree content creators. The costs associatedhveifie adjustments to our architecture could
harm our operating results. Cost increases, lossffiic or failure to accommodate new technologieshanging business requirements could
harm our business, revenue and financial condition.

We rely on technology infrastructure and a failute update or maintain this technology infrastructarcould adversely affect our business.

Significant portions of our content, puats and services are dependent on technologystniciure that was developed over multiple
years. Updating and replacing our technology irtfte$ure may be challenging to implement and manangs take time to test and depls
may cause us to incur substantial costs and maseaasito suffer data loss or delays or interrugtiarservice. These delays or interruptions in
our service may cause our consumers, advertisgsgroers and freelance content creators to becgatidfied with our offerings and could
adversely affect our business. Failure to updataemhnology infrastructure as new technologie®beravailable may also put us in a weaker
position relative to a number of our key compesit@ompetitors with newer technology infrastructonay have greater flexibility and be in a
position to respond more quickly than us to newaspmities, which may impact our competitive pasitin certain markets and adversely
affect our business.

We are currently expanding and improving our inforation technology systems. If these implementatians not successful, our business
and operations could be disrupted and our operatirggults could suffer.

We recently deployed the first phasewfenterprise reporting system, Oracle ApplicatiBR$® and Platform, to assist us in the
management of our financial data and reportingyelbas to automate certain business wide processgiternal controls. We anticipate that
this system will be a long-term investment and thataddition of future build-outs, customizati@ml/or applications associated with this
system will require significant management timgyeart and cost. Moreover, there are inherent Rasociated with developing, improving
expanding information systems. We cannot be swaktlie expansion of any of our systems, includimg@racle system, will be fully or
effectively implemented on a timely basis, if dt Hlwe do not successfully implement informatibsgstems on a timely basis or at all, our
operations may be disrupted and or our operatisgltsecould suffer. In addition, any new informatgystem deployments may not operate as
we expect them to, and we may be required to exprgmificant resources to correct problems or fiftdrnative sources for performing these
functions.
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Changes in regulations or user concerns regardingvacy and protection of user data, or any failute comply with such laws, could
diminish the value of our services and cause uddse customers and revenue.

When a user visits our websites or cenaiges of our customers' websites, we use teafiesldancluding "cookies," to collect
information related to the usexch as the user's Internet Protocol, or IP, adddesnographic information, and history of the issieteraction
with advertisements previously delivered by us. iFffiermation that we collect about users helpsels/dr appropriate content and targeted
advertising to the user. A variety of federal, stand international laws and regulations goverrctiection, use, retention, sharing and sec
of data that we receive from and about our usdrs.éxisting privacy-related laws and regulatioreserolving and subject to potentially
differing interpretations. We post privacy policas all of our owned and operated websites whitlicsth our policies and practices related to
the collection and use of consumer data. Any fajlor perceived failure, by us to comply with oosted privacy policies or with industry
standards or laws or regulations could resultlmsa of consumer confidence in us, or result ifbastagainst us by governmental entities or
others, all of which could potentially cause usose consumers and revenues.

In addition, various federal, state aokign legislative and regulatory bodies may expaurdent or enact new laws regarding privacy
matters. Recent developments related to "instanrsppalization” and similar technologies potentialpw us and other publishers access to
even broader and more detailed information aboertsu§ hese developments have led to greater sgmtimdustry data collection practices
regulators and privacy advocates. New laws maynbeted, or existing laws may be amended or regrgézd, in a manner which limits our
ability to analyze user data. If our access to ds¢a is limited through legislation or any indysievelopment, we may be unable to provide
effective technologies and services to customedsasmay lose customers and revenue.

We depend on key personnel to operate our businasd,if we are unable to retain our current persoehor hire additional personnel, our
ability to develop and successfully market our uesss could be harmed.

We believe that our future success isilgigependent on the contributions of our execubiffieers, in particular the contributions of our
Chairman and Chief Executive Officer, Richard M sRoblatt, as well as our ability to attract andirehighly skilled managerial, sales,
technical and finance personnel. We do not mairiteéy person” life insurance policies for our Chiefecutive Officer or any of our executive
officers. Qualified individuals are in high demamadd we may incur significant costs to attract thathof our officers and other employees
at-will employees, which means they may terminag&irtemployment relationship with us at any tine éheir knowledge of our business and
industry would be extremely difficult to replacéwe are unable to attract and retain our executffieers and key employees, our business,
operating results and financial condition will kerimed.

Volatility or lack of performance in ostock price may also affect our ability to attraotployees and retain our key employees. Our
executive officers have become, or will soon becomsted in a substantial amount of stock or stytions. Employees may be more likely to
leave us if the shares they own or the shares lyaigtheir options have significantly appreciatadialue relative to the original purchase
prices of the shares or the exercise prices obtiens, or if the exercise prices of the optidmet they hold are significantly above the market
price of our common stock.
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Our industry is undergoing rapid change, and our bimess model is also evolving, which makes it difft to evaluate our current business
and future prospects and may increase the risk ofiyinvestment.

We derive a significant portion of ouveaue from the sale of advertising on the Interwkich is an evolving industry that, in its short
history, has undergone rapid and dramatic chamgeslustry standards and consumer and customerrdimBor example, devices through
which consumers are accessing information, thestghénformation being delivered and the types ebsites through which consumers access
information are all in a rapid state of change. Business model is also evolving and is distinmtfimany other companies in our industry,
it may not be successful. In addition, the wayw/inich online advertisements are delivered are @pally changing. For example, an
increasing percentage of advertisements are beiligeded through social media websites such ashieste While we sell social media tools,
we currently do not operate any properties thasately social media sites. If advertisers detemtirat their yields on such social media sites
significantly outstrip their return on other typefswebsites, such as eHow, our results could beatgal. We need to continually evolve our
services and the way we deliver them to keep up suth changes to remain relevant to our custoréesnay not be able to do so.

The interruption or failure of our information tecimology and communications systems, or those ofdhparties that we rely upon, may
adversely affect our business, operating resultsldmancial condition.

The availability of our products and seeg depends on the continuing operation of owrination technology and communications
systems. Any damage to or failure of our systemthase of third parties that we rely upon (co-tawa providers for data servers, storage
devices, and network access) could result in infgions in our service, which could reduce our nexeand profits, and damage our brand.
systems are also vulnerable to damage or inteonitom earthquakes, terrorist attacks, floodgsfipower loss, telecommunications failures,
computer viruses or other attempts to harm ouesyst We, and in particular our Registrar, have e&peed an increasing number of comp
distributed denial of service attacks which hawedd us to shut down certain of our websites, diclg eNom.com. We have implemented
certain defenses against these attacks, but wecordinue to be subject to such attacks, and fudargal of service attacks may cause all or
portions of our websites to become unavailableddition, some of our data centers are locateddasawith a high risk of major earthquakes.
Our data centers are also subject to break-instagé and intentional acts of vandalism, and temq@! disruptions if the operators of these
facilities have financial difficulties. Some of osystems are not fully redundant, and our disast@very planning is currently underdeveloped
and does not account for all eventualities. Theioence of a natural disaster, a decision to cdofseility we are using without adequate notice
for financial reasons or other unanticipated profdet our data centers could result in lengthyrinfgions in our service.

Furthermore, third-party service provileray experience an interruption in operationseasse operations for any reason. If we are
unable to agree on satisfactory terms for contirdegd center hosting relationships, we would beddrto enter into a relationship with other
service providers or assume hosting responsilsiliigrselves. If we are forced to switch hostinglitees, we may not be successful in finding
an alternative service provider on acceptable tennis hosting the computer servers ourselves. V&g atso be limited in our remedies against
these providers in the event of a failure of sexvitVe also rely on third-party providers for comeots of our technology platform, such as
hardware and software providers. A failure or latidn of service or available capacity by any @St third-party providers could adversely
affect our business, revenue, financial conditind eesults of operations.
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If our security measures are breached and unauthmad access is obtained to a user's or freelancet@oincreator's data, our service may
perceived as not being secure and customers maadusr stop using our service

Our Content & Media and Registrar sendgfferings involve the storage and transmissioons#rs', Registrar customers' and our freel
content creators' personal information, such asesasocial security numbers, addresses, email sslEB@nd credit card and bank account
numbers, and security breaches could expose uggk af loss of this information, litigation anagsible liability. Our payment services may
be susceptible to credit card and other paymentfszhemes, including unauthorized use of credits;alebit cards or bank account
information, identity theft or merchant fraud.

As nearly all of our products and sersiaee Internet based, the amount of data we stor@uf users on our servers (including personal
information) has increased. If our security measuare breached or our systems fail in the future r@sult of third-party action, employee
error, malfeasance or otherwise, and as a resuttegne obtains unauthorized access to our userguarfreelance content creators' data, our
reputation and brands will be damaged, the adomti@ur products and services could be severelitdioin our business may suffer and we
could incur significant liability. Because technéguused to obtain unauthorized access or to sabsyatems change frequently and generally
are not recognized until launched against a tavgetnay be unable to anticipate these techniquéesiorplement adequate preventative
measures. We may also need to expend significaatirees to protect against security breaches,dimguencrypting personal information, or
remedy breaches after they occur, including natdyeach person whose personal data may have begwamised. The risk that these type
events could seriously harm our business is likeliycrease as we expand the number of Internetebaoducts and services we offer as well
as increase the number of countries where we apdfatn actual or perceived breach of our secumigasures occurs, the market perception of
the effectiveness of our security measures andepurtation could be harmed and we could lose satb&rtisers, freelance content creators
customers and potentially face costly litigation.

If we do not adequately protect our intellectualggerty rights, our competitive position and busisenay suffer.

Our intellectual property, consistingtiafde secrets, trademarks, copyrights and patents,the aggregate, important to our business.
We rely on a combination of trade secret, trademasgyright and patent laws in the United Statesa@ther jurisdictions together with
confidentiality agreements and technical measurg@sdtect our proprietary rights. As of December &110, we have been granted eight
patents by the United States Patent and TrademifideCor USPTO, and we have 20 patent applicatfprsding in the United States and other
jurisdictions. Our patents expire between 202120%i7. We rely more heavily on trade secret pradedihan patent protection. To protect
trade secrets, we control access to our propristgsiems and technology and enter into confidétytiahd invention assignment agreements
with our employees and consultants and confidetytiagreements with other third parties. Effectirede secret, copyright, trademark and
patent protection may not be available in all caestwhere we currently operate or in which we ropgrate in the future. Some of our syst
and technologies are not covered by any copyrjgdtent or patent application and, because of thévely high cost we would experience in
registering all of our copyrights with the Uniteth&s Copyright Office, we generally do not regisie copyrights associated with our content.
We cannot guarantee that:

. our intellectual property rights will provide contjive advantages to u

. our ability to assert our intellectual propertyhtig against potential competitors or to settleentror future disputes will not be
limited by our agreements with third parties;
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. our intellectual property rights will be enforcedjurisdictions where competition may be intensabere legal protection may
be weak;

. any of the patents, trademarks, copyrights, tredeess or other intellectual property rights thatpvesently employ in our
business will not lapse or be invalidated, circunted, challenged or abandoned;

. competitors will not design around our protectestams and technology;

. we will not lose the ability to assert our intetieal property rights against others.

We have from time to time become awarthiofl parties who we believe may have infringedua infringing on our intellectual propel
rights. The use of our intellectual property righysothers could reduce any competitive advantagbave developed and cause us to lose
advertisers and website publishers or otherwiseecharm to our business. Policing unauthorizecbtiser proprietary rights can be difficult
and costly. In addition, it may be necessary toem or protect our intellectual property rightsotigh litigation or to defend litigation brought
against us, which could result in substantial caats diversion of resources and management atteatid could adversely affect our business,
even if we are successful on the merits.

Confidentiality agreements with employees, consottaand others may not adequately prevent disclesof trade secrets and other
proprietary information.

We have devoted substantial resourcéisetdevelopment of our proprietary systems andi@olgy. Although we enter into
confidentiality agreements with our employees, aitasts, independent contractors and other adviiiese agreements may not effectively
prevent or provide remedies for unauthorized dmale of confidential information or unauthorizedtjgs from copying aspects of our services
or obtaining and using information that we regasgeoprietary. Others may independently discovetemelop trade secrets and proprietary
information, and in such cases we may not be abéssert any trade secret rights against suctepa@ostly and time-consuming litigation
could be necessary to enforce and determine ttpesafoour proprietary rights, and failure to obtaimmaintain trade secret protection could
reduce any competitive advantage we have and esuselose customers and advertisers, or othewegigse harm to our business.

Third parties may sue us for intellectual properityfringement or misappropriation which, if succeasf could require us to pay significant
damages or curtail our offerings.

We cannot be certain that our internaieloped or acquired systems and technologie®tand will not infringe the intellectual
property rights of others. In addition, we licemsatent, software and other intellectual propeidirts from third parties and may be subject to
claims of infringement or misappropriation if sysdrties do not possess the necessary intelleatopépy rights to the products or services
they license to us. We have in the past and méyeriuture be subject to legal proceedings andndahat we have infringed the patent or o
intellectual property rights of a third party. Tkedaims sometimes involve patent holding compaoiiesther patent owners who have no
relevant product revenue and against whom our aatenps may provide little or no deterrence. In &ddj third parties may in the future as:
intellectual property infringement claims against oustomers, which we have agreed in certain gistances to indemnify and defend against
such claims. Any intellectual property-related imflement or misappropriation claims, whether ormetitorious, could result in costly
litigation and could divert management resourcesaitention. Moreover, should we be found liableifdringement or misappropriation, we
may be required to enter into licensing agreeméasailable on acceptable terms or at all, padyssantial damages or limit or curtail our
systems and technologies. Also, any successfuliidagainst us could subject us to the invalidatibour proprietary rights. Moreover, we
may need to redesign some of our systems and tlegjies to
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avoid future infringement liability. Any of the fegoing could prevent us from competing effectivaatyl increase our costs.
Certain U.S. and foreign laws could subject us faims or otherwise harm our business.

We are subject to a variety of laws ie thS. and abroad that may subject us to clainahar remedies. Our failure to comply with
applicable laws may subject us to additional litibd, which could adversely affect our businesgricial condition and results of operations.
Laws and regulations that are particularly relevargur business address:

. privacy;

. freedom of expressiol

. information security

. pricing, fees and taxes;

. content and the distribution of content, includiiadpility for user reliance on such content;

. intellectual property rights, including secondaapllity for infringement by others

. taxation;

. domain name registration; and

. online advertising and marketing, including emadlriketing and unsolicited commercial em

Many applicable laws were adopted priothie advent of the Internet and do not contemmataldress the unique issues of the Internet.
Moreover, the applicability and scope of the lahattdo address the Internet remain uncertain. ¥ample, the laws relating to the liability of
providers of online services are evolving. Claimgdnbeen either threatened or filed against usrdrmta U.S. and foreign laws for defamati
copyright infringement, cybersquatting and traddmafringement. In the future, claims may also Beged against us based on tort claims
other theories based on our content, products amites or content generated by our users.

We receive, process and store large ats@frpersonal data of users on our owned and tgzkreebsites and from our freelance content
creators. Our privacy and data security policiegego the collection, use, sharing, disclosure aotiegtion of this data. The storing, sharing,
use, disclosure and protection of personal infolonadnd user data are subject to federal, statérdeichational privacy laws, the purpose of
which is to protect the privacy of personal infotima that is collected, processed and transmitteat from the governing jurisdiction. If
requirements regarding the manner in which cegansonal information and other user data are pseckand stored change significantly, our
business may be adversely affected, impactinginantial condition and results of operations. Iditidn, we may be exposed to potential
liabilities as a result of differing views on thevkl of privacy required for consumer and other dsg¢a we collect. We may also need to exy
significant resources to protect against securigabhes, including encrypting personal informatmmemedy breaches after they occur,
including notifying each person whose personal deag have been compromised. Our failure or thefaiof various third-party vendors and
service providers to comply with applicable privamficies or applicable laws and regulations or eaypromise of security that results in the
unauthorized release of personal information oeotlser data could adversely affect our businesgnue, financial condition and results of
operations.

Our business operations in countriesidathe United States are subject to a number dedrstates federal laws and regulations,
including restrictions imposed by the Foreign Cptriaractices Act, or FCPA, as well as trade sanstadministered by the Office of Foreign
Assets Control, or OFAC, and the Commerce Departnidre FCPA is intended to prohibit bribery of fiore officials or parties
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and requires public companies in the United Statégep books and records that accurately and fagflect those companies' transactions.
OFAC and the Commerce Department administer anat@mfeconomic and trade sanctions based on U&gfopolicy and national security
goals against targeted foreign states, organizaton individuals.

If we fail to comply with these laws arafjulations, we could be exposed to claims for dgewafinancial penalties, reputational harm,
incarceration of our employees or restrictions onaperations, which could increase our costs efafons, reduce our profits or cause us to
forgo opportunities that would otherwise suppont guowth.

We are subject to a number of risks related to dtexrd payments we accept. If we fail to be in qoilance with applicable credit card rules
and regulations, we may incur additional fees, femand ultimately the revocation of the right to asat credit card payments, which would
have a material adverse effect on our businessafinial condition or results of operations.

Many of the customers of our Content &dideand Registrar service offerings pay amountsdoweis using a credit card or debit card.
For credit and debit card payments, we pay interghand other fees, which may increase over tirda@se our operating expenses and
adversely affect our net income. We are also stibjggayment card association operating rulesification requirements and rules governing
electronic funds transfers, which could changeeordinterpreted to make it difficult or impossifibe us to comply. We believe we are
compliant in all material respects with the Paym@atd Industry Data Security Standard, which inocaes Visa's Cardholder Information
Security Program and MasterCard's Site Data Piotestandard. However, there is no guarantee teawill maintain such compliance or that
compliance will prevent illegal or improper useoafr payment system. If we fail to comply with thegkes or requirements, we may be subject
to fines and higher transaction fees and lose bilityato accept credit and debit card paymentsifraur customers. A failure to adequately
control fraudulent credit card transactions wo@sult in significantly higher credit card-relatemsts and could have a material adverse effect
on our business, revenue, financial condition asdlts of operations.

New tax treatment of companies engaged in Internetnmerce may adversely affect the commercial usewfmarketing services and ot
financial results.

Due to the global nature of the Interiteég possible that, although our services andtiernet transmissions related to them originate i
California, Texas, lllinois, Virginia and the Netlends, governments of other states or foreign tr@smight attempt to regulate our
transmissions or levy sales, income or other tagkesing to our activities. Tax authorities at theernational, federal, state and local levels are
currently reviewing the appropriate treatment ahpanies engaged in Internet commerce. New or r@wigernational, federal, state or local
tax regulations may subject us or our customeegltbtional sales, income and other taxes. We camedgiict the effect of current attempts to
impose sales, income or other taxes on commeraetlowénternet. New or revised taxes and, in paldic sales taxes, would likely increase
cost of doing business online and decrease trectitteness of advertising and selling goods andcses over the Internet. New taxes could
also create significant increases in internal costessary to capture data, and collect and ramést Any of these events could have an
adverse effect on our business and results of tpesa

A reclassification of our freelance content crea®from independent contractors to employees bydathorities could require us to pa
retroactive taxes and penalties and significanthcrease our cost of operations.

As of December 31, 2010, we contracteth approximately 13,000 freelance content creasrsdependent contractors to create
content for our owned and operated websites anduionetwork of customer websites. Because we densiur freelance content creators with
whom we contract to be
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independent contractors, as opposed to employeeedpwot withhold federal or state income or otraployment related taxes, make federal
or state unemployment tax or Federal Insuranceraoiibns Act payments, or provide workers' comggios insurance with respect to such
freelance content creators. Our contracts withimdependent contractor freelance content creatadrgaie these freelance content creators to
pay these taxes. The classification of freelanceert creators as independent contractors depenttedacts and circumstances of the
relationship. In the event of a determination kyefi@l or state taxing authorities that the freetacmntent creators engaged as independent
contractors are employees, we may be adverselgtaffeand subject to retroactive taxes and penaltiesddition, if it was determined that our
content creators were employees, the costs asasdcidth content creation would increase signifigaahd our financial results would be
adversely affected.

We rely on outside providers for our billing, coiéon, payment processing and payroll. If these side service providers are not able to
fulfill their service obligations, our business anoperations could be disrupted, and our operatirgsults could be harme

Outside providers perform various funetidor us, such as billing, collection, paymentgassing and payroll. These functions are cri
to our operations and involve sensitive interactibatween us and our advertisers, customers anlbyses. Although in some instances we
have implemented service level agreements and éstablished monitoring controls, if we do not sssfelly manage our service providers or
if the service providers do not perform satisfaitgdo agreed-upon service levels, our operatiamgda be disrupted resulting in advertiser,
customer or employee dissatisfaction. In additem, business, revenue, financial condition andltesd operations could be adversely
affected.

Our credit facility with a syndicate of commerciélanks contains financial and other restrictive cavants which, if breached, could result
the acceleration of our outstanding indebtedness.

Our existing credit facility with a symdite of commercial banks contains financial coventrat require, among other things, that we
maintain a minimum fixed charge coverage ratio amdaximum net senior leverage ratio. In additiam, aredit facility with a syndicate of
commercial banks contains covenants restrictingability to, among other things:

. incur additional debt or incur or permit to existi@in liens;

. pay dividends or make other distributions or payte@m capital stock
. make investments and acquisitio

. enter into transactions with affiliates; and

. transfer or sell our assets.

These covenants could adversely affectbility to finance our future operations or capiteeds or to pursue available business
opportunities, including acquisitions. A breachaaly of these covenants could result in a defaultearteleration of our indebtedness.
Furthermore, if the syndicate is unwilling to waisertain covenants, we may be forced to amend redlitdacility on terms less favorable than
current terms or enter into new financing arrangesieAs of September 30, 2010, we had no indebtsdogtstanding under this facility.

We may need additional funding to meet our obligats and to pursue our business strategy. Additiohaiding may not be available to us
and our financial condition could therefore be adssely affected.

We may require additional funding to meet ongoing obligations and to pursue our busisesgegy, which may include the selective
acquisition of businesses and technologies. Themebe no
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assurance that if we were to need additional fuhasadditional financing arrangements would belalke in amounts or on terms acceptable
to us, if at all. Furthermore, if adequate addiiiunds are not available, we may be requirecetayd reduce the scope of or eliminate material
parts of the implementation of our business stsategluding potential additional acquisitions atdrnally-developed businesses.

We have made and may make additional acquisitiamat tcould entail significant execution, integratioand operational risks.

We have made numerous acquisitions ip#st and our future growth may depend, in pargaquisitions of complementary websites,
businesses, solutions or technologies rather thitemial development. We may consider making adipuis in the future to increase the scope
of our business domestically and internationallye Tdentification of suitable acquisition candidatan be difficult, time-consuming and
costly, and we may not be able to successfully detapdentified acquisitions. If we are unabledentify suitable future acquisition
opportunities, reach agreement with such partiexdbtain the financing necessary to make such aitiguis, we could lose market share to
competitors who are able to make such acquisitibhis loss of market share could negatively immactbusiness, revenue and future growth.

Furthermore, even if we successfully clatgan acquisition, we may not be able to sucoégsissimilate and integrate the websites,
business, technologies, solutions, personnel aratipaes of the company that we acquired, partityikey personnel of an acquired compe
decide not to work for us. In addition, we may inswdebtedness to complete an acquisition, whichlavécrease our costs and impose
operational limitations, or issue equity securitiwhich would dilute our stockholders' ownershipl @ould adversely affect the price of our
common stock. We may also unknowingly inherit litiieis from previous or future acquisitions thaisarafter the acquisition and are not
adequately covered by indemnities.

Impairment in the carrying value of goodwill or log-lived assets, including our media content, couldgatively impact our consolidated
results of operations and net worth.

Goodwill represents the excess of costroficquired entity over the fair value of the aeglinet assets. Goodwill is not amortized, but is
reviewed for impairment at least annually or maegjfiently if impairment indicators are presentgémeral, long-lived assets, including our
media content, are only reviewed for impairmentipairment indicators are present. In assessingwiboand long-lived assets for
impairment, we make significant estimates and agsioms, including estimates and assumptions abauket penetration, anticipated growth
rates and risk-adjusted discount rates based ohualgets, business plans, economic projectiongipated future cash flows and industry
data. Some of the estimates and assumptions usedhggement have a high degree of subjectivityragdire significant judgment on the
of management. Changes in estimates and assumptitrescontext of our impairment testing may haveaterial impact on us, and any
potential impairment charges could substantialfgctfour financial results in the periods of sublarmes.

The impact of worldwide economic conditions may adsely affect our business, operating results ambhcial condition.

Our performance is subject to worldwidermic conditions. We believe that the curreness®on has adversely affected our business.
To the extent that the current economic recessotirtues, or worldwide economic conditions matéyideteriorate, our existing and potential
advertisers and customers may no longer use otembor register domain names through our Registarice offering, or our advertisers
elect to reduce advertising budgets. Historicalygnomic downturns have resulted in overall rednstin advertising spending. In particular,
online
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advertising may be viewed by some of our existind potential advertisers and customers as a lovi@iity and may be among the first
expenditures reduced as a result of unfavorableaua conditions. These developments could havadaerse effect on our business, reve
financial condition and results of operations.

Risks Relating to Owning Our Common Stock

An active, liquid and orderly market for our commastock may not develop or be sustained, and thelitrg price of our common stock
likely to be volatile.

Prior to this offering, there has beerpaoblic market for shares of our common stock. Ative trading market for our common stock
may not develop or be sustained, which could depies market price of our common stock and couiecaf/our ability to sell your shares.
The initial public offering price will be determidehrough negotiations between us and the reprathezd of the underwriters and may bear no
relationship to the price at which our common stailktrade following the completion of this offery. The trading price of our common stock
following this offering is likely to be highly votde and could be subject to wide fluctuationsésponse to various factors, some of which are
beyond our control. In addition to the factors dissed in this "Risk Factors" section and elsewtretieis prospectus, these factors include:

. our operating performance and the operating pedana of similar companie

. the overall performance of the equity markets;

. the number of shares of our common stock publialped and available for trading;

. threatened or actual litigatio

. changes in laws or regulations relating to our thohs;

. any major change in our board of directors or manant;

. publication of research reports about us or ounstiy or changes in recommendations or withdraWeg¢gearch coverage |

securities analysts;
. large volumes of sales of our shares of commorkdigexisting stockholders; and

. general political and economic conditions.

In addition, the stock market in geneaald the market for Internet-related companiesamiqular, has experienced extreme price and
volume fluctuations that have often been unrelatedisproportionate to the operating performanctgho$e companies. These fluctuations may
be even more pronounced in the trading marketdioistock shortly following this offering. Securitielass action litigation has often been
instituted against companies following periods offatility in the overall market and in the markeice of a company's securities. This
litigation, if instituted against us, could resultvery substantial costs, divert our managemaigntion and resources and harm our business,
operating results and financial condition. In aiddif the recent distress in the financial markets d&iso resulted in extreme volatility in secu
prices.

The large number of shares eligible for public sabe subject to rights requiring us to register thefor public sale could depress the market
price of our common stock

The market price of our common stock dalécline as a result of sales of a large numbshafes of our common stock in the market
after this offering, and the perception that theasles could occur may also depress the market gficer common stock. Based on shares
outstanding as of December 15, 2010, we will ha8@®4,617 shares of common stock outstanding tifieioffering. This number is
comprised of all the shares of our common stockwlgaare selling in this offering,
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which may be resold immediately in the public marRée holders of substantially all shares of artding common stock as of December 15,
2010 have agreed with the underwriters, subjecettain exceptions, not to dispose of or hedgedditlyeir common stock until 180-days
following the date of this prospectus, except wiith prior written consent each of Goldman, Sactl&o&and Morgan Stanley & Co.
Incorporated. After the expiration of the 180-dagtricted period, these shares may be sold inubkgomarket in the United States, subject to
prior registration in the United States, if reqdirer reliance upon an exemption from U.S. rediistna including, in the case of shares held by
affiliates or control persons, compliance with #tidume restrictions of Rule 144,

Number of Shares and
% of Total Outstanding Date Available for Sale into Public Markets

8,900,000 or 10.86¢ Immediately after this offering

359,794 or 0.449 90 days after the date of this prospectus, provitlent respective holding periods under Rule 14vkehexpired

72,704,823 or 88.70¢ From time to time after the date 180 days (sulifeeixtension) after the date of this prospectustdwantractual
obligations and lock-up agreements, upon expiratictheir respective holding periods under Rule.dwever, the
underwriters can waive the provisions of these dopkagreements and allow these stockholders tahssilshares at
any time, provided their respective holding periadder Rule 144 have expire

Any participant in the directed sharegseon who purchases more than $1,000,000 of shalldseveubject to a 25-day lock-up with
respect to any shares sold to him or her pursoahtat program.

Following the date that is 180 days dtfer completion of this offering, stockholders omghan aggregate of 67,152,730 shares will be
entitled, under contracts providing for registratitghts, to require us to register shares of aummmon stock owned by them for public sale in
the United States, subject to the restrictions @R 44. In addition, we intend to file a regisivatstatement to register the approximately
42,058,429 shares previously issued or reservefdfore issuance under our equity compensationspdautl agreements. Upon effectiveness of
that registration statement, subject to the satisfa of applicable exercise periods and, in certaises, lock-up agreements with the
representatives of the underwriters referred tosabtihe shares of common stock issued upon exestizatstanding options will be available
for immediate resale in the United States in thenomarket.

Sales of our common stock as restrictenmd or pursuant to registration rights may makedte difficult for us to sell equity securities
the future at a time and at a price that we degmogypiate. These sales also could cause our stiadk fo fall and make it more difficult for y«
to sell shares of our common stock.

We also may issue our shares of commmrkdtom time to time as consideration for futuoguaisitions and investments. If any such
acquisition or investment is significant, the numbgshares that we may issue may in turn be sggmf. In addition, we may also grant
registration rights covering those shares in cotioeavith any such acquisitions and investments.

Investors purchasing common stock in this offeringjll experience immediate and substantial dilutio

The initial public offering price of oapmmon stock is substantially higher than the aegjible book value per outstanding share of our
common stock immediately after this offering. Aseault, you will pay a price per share that sulitaliy exceeds the book value of our
tangible assets after subtracting our liabilitesrchasers of our common stock in this offering widur immediate and substantial dilution of
$15.81 per share in the net tangible book valusuoftommon stock based upon the initial public rirfig price of $17.00 per share. If
outstanding options and the warrant that does xyteeupon the completion of this offering are ex®sed or existing restricted stock units
become
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vested, you will experience further dilution. Fdiuather description of the dilution that you wélkperience immediately after this offering, see
"Dilution.”

As a result of becoming a public company, we wi#l bbligated to develop and maintain proper and effee internal controls over financia
reporting and will be subject to other requiremerttgat will be burdensome and costly. We may not pdete our analysis of our internal
controls over financial reporting in a timely manmgor these internal controls may not be determintxbe effective, which may adversely
affect investor confidence in our company and, asesult, the value of our common stock.

We will be required, pursuant to Secd@4 of the Sarbanes-Oxley Act of 2002, to furnisk@ort by management on, among other
things, the effectiveness of our internal contnegrofinancial reporting for the first fiscal yeaedinning after the effective date of this offering.
This assessment will need to include disclosur@ngfmaterial weaknesses identified by our managemeur internal control over financial
reporting, as well as a statement that our auditave issued an attestation report on our manag&massessment of our internal controls.

We are just beginning the costly and lelmgling process of compiling the system and pracgsfocumentation before we perform the
evaluation needed to comply with Section 404. Wg nwt be able to complete our evaluation, testimdj@ny required remediation in a timely
fashion. During the evaluation and testing prociésge identify one or more material weaknessesuninternal control over financial
reporting, we will be unable to assert that oueiinél control is effective. If we are unable toeasshat our internal control over financial
reporting is effective, or if our auditors are ulgato attest that our management's report is fatdyed or they are unable to express an opinion
on the effectiveness of our internal control, walddose investor confidence in the accuracy anduieteness of our financial reports, which
would have a material adverse effect on the primocommon stock. Failure to comply with the neies might make it more difficult for us
to obtain certain types of insurance, includingedior and officer liability insurance, and we migletforced to accept reduced policy limits and
coverage and/or incur substantially higher costbtain the same or similar coverage. The impatiede events could also make it more
difficult for us to attract and retain qualifiedrpens to serve on our board of directors, on coresstof our board of directors, or as executive
officers.

If securities or industry analysts do not publiskesearch or publish inaccurate or unfavorable resehrabout our business, our stock pris
and trading volume could decline.

The trading market for our common stoc¢k depend in part on the research and reportsgbatirities or industry analysts publish about
us or our business. Securities and industry aratienot currently, and may never, publish reseancbur company. If no securities or indu
analysts commence coverage of our company, thangaulice for our stock would likely be negativémgpacted. In the event securities or
industry analysts initiate coverage, if one or mafréhe analysts who cover us downgrade our stoglublish inaccurate or unfavorable
research about our business, our stock price wiikdly decline. If one or more of these analystassecoverage of our company or fail to
publish reports on us regularly, demand for ouclstould decrease, which might cause our stoclefai trading volume to decline.

We do not anticipate paying cash dividends, andadingly, stockholders must rely on stock appreaist for any return on their
investment.

The terms of our credit agreement cutygmbhibit us from paying cash dividends on oumeoon stock. In addition, we do not
anticipate paying cash dividends in the futureaAesult, only appreciation of the price of our coom stock, which may never occur, will
provide a return to stockholders. Investors seekash dividends should not invest in our commonlsto
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Our management will have broad discretion over thge of the proceeds we receive in this offering anijht not apply the proceeds in ways
that increase the value of your investment.

Our management will generally have brdisdretion to use the net proceeds to us fromatiéing, and you will be relying on the
judgment of our management regarding the applinatfdhese proceeds. Our management might not dpelget proceeds from this offeri
in ways that increase the value of your investm@fd.expect that we will use the net proceeds afdlfffiering for investments in content,
international expansion, working capital, produetelopment, sales and marketing activities, gersrdladministrative matters and capital
expenditures. We have not otherwise allocated étg@roceeds from this offering for any specificgmses. In addition, as discussed under "—
Risks Relating to our Company—We have made andmraye additional acquisitions that could entail igant execution, integration and
operational risks," we may consider making acgois# in the future to increase the scope of ouirtess domestically and internationally.
Until we use the net proceeds to us from this offgrwe plan to invest them, and these investmeatg not yield a favorable rate of return. If
we do not invest or apply the net proceeds from dffiering in ways that enhance stockholder valkeemay fail to achieve expected financial
results, which could cause our stock price to decli

Certain provisions in our charter documents and Rglare law could discourage takeover attempts aratlléo management entrenchment.

Our amended and restated certificate@driporation and amended and restated bylaws @rnllagn provisions that could have the effect
of delaying or preventing changes in control ornges in our management without the consent of oardof directors, including, among ot
things:

. a classified board of directors with th-year staggered terms, which may delay the abifistackholders to change t
membership of a majority of our board of directors;

. no cumulative voting in the election of directondyich limits the ability of minority stockholders elect director candidate
. the ability of our board of directors to determtnéssue shares of preferred stock and to deterthmerice and other terms

those shares, including preferences and votingsig¥ithout stockholder approval, which could bedifo significantly dilute
the ownership of a hostile acquirer;

. the exclusive right of our board of directors teatla director to fill a vacancy created by theasmgion of our board of directa
or the resignation, death or removal of a direatdrich prevents stockholders from being able fo/ficancies on our board of
directors;

. a prohibition on stockholder action by written cent which forces stockholder action to be takesna@nnual or special meet

of our stockholders;

. the requirement that a special meeting of stocldrsidhay be called only by the chairman of our baddirectors, the Chief
Executive Officer, the president (in absence ohéeCExecutive Officer) or our board of directovghich may delay the ability
of our stockholders to force consideration of gopisal or to take action, including the removal ioéctors;

. the requirement for the affirmative vote of holdefsat least 66/ 3% of the voting power of all of the then outstargghares ¢
the voting stock, voting together as a single ¢lasamend the provisions of our amended and exbtartificate of
incorporation relating to the issuance of prefegeitk and management of our business or our ardeardtérestated bylaws,
which may inhibit the ability of an acquiror froormanding our certificate of incorporation or bylatesfacilitate a hostile
acquisition;
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. the ability of our board of directors, by majonitgte, to amend the bylaws, which may allow our Hazfrdirectors to take
additional actions to prevent a hostile acquisitionl inhibit the ability of an acquiror from amenglithe bylaws to facilitate a
hostile acquisition; and

. advance notice procedures that stockholders masplgowith in order to nominate candidates to ouardoof directors or to
propose matters to be acted upon at a stockholderting, which may discourage or deter a poteatigliror from conducting
a solicitation of proxies to elect the acquirovencslate of directors or otherwise attempting teaobcontrol of us.

We are also subject to certain anti-take@rovisions under Delaware law. Under Delawave la corporation may not, in general,
engage in a business combination with any holdd586 or more of its capital stock unless the holdes held the stock for three years or,
among other things, our board of directors has@pmgat the transaction.
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SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

This prospectus, including the sectiomitled "Prospectus Summary,” "Risk Factors,"” "@é€roceeds,” "Management's Discussion
Analysis of Financial Condition and Results of Ggiems," and "Business" contains forward-lookingtements. All statements other than
statements of historical facts contained in thisspectus, including statements regarding our futsalts of operations and financial position,
including preliminary financial results for the gtex ended December 31, 2010, business strateggland and our objectives for future
operations, are forward-looking statements. Thedwdbelieve," "may," "will," "estimate," "continu€anticipate," "intend," "expect" and
similar expressions are intended to identify fomvbroking statements. We have based these forvesnkirlg statements largely on our
estimates of our financial results and our curexpectations and projections about future everddiaancial trends that we believe may affect
our financial condition, results of operations, inass strategy, short term and Ialegm business operations and objectives, and fiabneeds
These forward-looking statements are subject toraber of risks, uncertainties and assumptionsudinl those described in "Risk Factors."
Moreover, we operate in a very competitive anddigpihanging environment. New risks emerge frometim time. It is not possible for our
management to predict all risks, nor can we agbesisnpact of all factors on our business or thtemxto which any factor, or combination of
factors, may cause actual results to differ mdtgrieom those contained in any forward-lookingtstaents we may make. In light of these
risks, uncertainties and assumptions, the forwaodtihg events and circumstances discussed in tbhgppctus may not occur and actual results
could differ materially and adversely from thosdi@pated or implied in the forward-looking stateme

You should not rely upon forward-lookisigtements as predictions of future events. Althoug believe that the expectations reflected
in the forward-looking statements are reasonabéecannot guarantee that the future results, lefastivity, performance or events and
circumstances reflected in the forward-lookingesta¢nts will be achieved or occur. Moreover, neithemor any other person assumes
responsibility for the accuracy and completenegb®forward-looking statements. We undertake rigation to update publicly any forward-
looking statements for any reason after the dathisfprospectus to conform these statements tmbiasults or to changes in our expectations.

You should read this prospectus and teichents that we reference in this prospectus awd filed with the SEC as exhibits to the
registration statement of which this prospectus igrt with the understanding that our actual fitesults, levels of activity, performance and
events and circumstances may be materially diffdrem what we expect.

MARKET, INDUSTRY AND OTHER DATA

Unless otherwise indicated, informati@mtained in this prospectus concerning our indusitry the markets in which we operate,
including our general expectations and market ositmarket opportunity and market size, is basethformation from various sources, on
assumptions that we have made that are based sa daba and other similar sources and on our krig&lef the markets for our services.
These data involve a number of assumptions andhliioins. While we believe the market position, netidpportunity and market size
information included in this prospectus is gengredliable, such information is inherently imprexi$n addition, projections, assumptions and
estimates of our future performance and the fyperéormance of the industry in which we operatedsessarily subject to a high degree of
uncertainty and risk due to a variety of factong)uding those described in "Risk Factors" andveffee in this prospectus. These and other
factors could cause results to differ materialtynfirthose expressed in the estimates made by tbpendent parties and by us.
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USE OF PROCEEDS

We estimate that our net proceeds froarstie of 4,500,000 shares of common stock inofifiésing will be approximately $66.5 million,
based upon the initial public offering price of $10 per share, and after deducting estimated unidigrgvdiscounts and commissions and
estimated offering expenses that we must pay imection with this offering.

If the underwriters option to purchasditidnal shares in this offering is exercised ifi,fwe estimate that our net proceeds will be
approximately $77.2 million, based upon the inifiablic offering price of $17.00 per share, an@afteducting estimated underwriter disco
and commissions and estimated offering expensésvihanust pay in connection with this offering.

We will not receive any proceeds from shée of shares of common stock by the sellingk$tolclers, including any shares of common
stock sold by the selling stockholders in connectigth the underwriters' exercise of their optiorptirchase additional shares of common
stock, although we will bear the costs, other thaderwriting discounts and commissions, associaittthe sale of these shares. The selling
stockholders may include certain of our executiffieers and members of our board of directors dities affiliated with or controlled by thei

We intend to use the net proceeds framdfiering for investments in content, internaibexpansion, working capital, product
development, sales and marketing activities, géa@administrative matters and capital expend#uwe currently anticipate that our
aggregate investments in content during the yedingrDecember 31, 2011 will range from $50 milltors75 million. We intend to fund a
portion of these estimated investments with thegeds of the offering, although as of the datdisfprospectus, we cannot estimate the
amount of net proceeds that will be used for tieopurposes described above. The amounts andgtimfiiour actual expenditures, including
content investments, will depend on numerous faciacluding data supporting our predicted interagés of return, the status of our product
development efforts, our sales and marketing d&s/ithe amount of cash generated or used bypgmnations, and competitive pressures. We
believe that we will be able to fund our contemestments and other expenditures described abowegih 2011 with our cash flow from
operations, our existing cash balances and théaility under our revolving credit facility and thiout using the net proceeds from this
offering. In addition, as discussed under "Risktéi—Risks Relating to our Company—We have madenaayg make additional acquisitions
that could entail significant execution, integrat@nd operational risks," we may consider makirguesitions in the future to increase the sc
of our business domestically and internationallyr @anagement will have broad discretion over geswof the net proceeds in this offering,
including the discretion to utilize such proceealsdne or more acquisitions. Pending these usegtered to invest the net proceeds from this
offering in short-term, investment-grade interesaring securities such as money market accoustsfj@ates of deposit, commercial paper
guaranteed obligations of the U.S. government.

Some of the other principal purposeh offering are to create a public market for common stock and increase our visibility in the
marketplace. A public market for our common stodk facilitate future access to public equity matkend enhance our ability to use our
common stock as a means of attracting and retakeggemployees and as consideration for acquisit@rstrategic transactions.
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DIVIDEND POLICY

We have never declared or paid cash éidd on our common or convertible preferred stééé.currently do not anticipate paying any
cash dividends in the foreseeable future. Insteadanticipate that all of our earnings on our comrsimck will be used to provide working
capital, to support our operations and to finameegrowth and development of our business. Anyréutietermination to declare cash divide
will be made at the discretion of our board of diogs and will depend on our financial conditioesults of operations, capital requirements,
general business conditions and other factorsatinaboard of directors may deem relevant. In addjtour credit agreement with a syndicat
commercial banks prohibits our payment of dividends
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CAPITALIZATION
The following table sets forth our cafitation as of September 30, 2010:

. on an actual basi

. on a pro forma basis giving effect to (i) the auédionconversion of all outstanding preferred stttk an aggregate of
61,672,256 shares of common stock immediately poidihe completion of this offering, (ii) the issu of 482,546 shares of
common stock upon the net exercise of common st@rkants and a convertible preferred stock wartthat, would otherwise
expire upon the completion of this offering basedmuthe initial public offering price of $17.00 p&rare; and (iii) the filing and
effectiveness of our amended and restated cetéfimbincorporation immediately prior to the clagiof this offering; and

. on a pro forma, as adjusted basis, giving effethéopro forma adjustments and our receipt of #tepnoceeds from the sale

us in this offering of 4,500,000 shares of commimels based upon the initial public offering pride$d 7.00 per share, after
deducting estimated underwriting discounts and c@sions and estimated offering expenses payablesby
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You should read this table together Wittanagement's Discussion and Analysis of Finar@idition and Results of Operations" and
our consolidated financial statements and relatgdsnincluded elsewhere in this prospectus.

As of September 30, 201

Pro Forma
Actual Pro Forma As Adjusted(1)
(in thousands, except per share date
Cash and cash equivale $ 29,23( $ 29,23( $ 97,73¢
Preferred stock warrant liabilit 387 — —
Convertible preferred stock, par value $0.0(
200,000,000 shares authorized, 123,344,512 share:
issued and outstanding, actual; no shares autldgrize
issued and outstanding pro forma and pro forma as
adjustec 373,75¢ — —
Stockholders' equity
Preferred stock, par value $0.0001; no shares enéth
issued and outstanding, actual; 200,000,000 share
authorized, pro forma, 25,000,000 shares authaqriz
pro forma as adjusted; no shares issued and
outstanding, pro forma and pro forma as adju — — —
Common stock, par value $0.0001; 500,000,000 si
authorized; 15,217,051 shares issued and outsgn
actual; 500,000,000 shares authorized pro forma &
pro forma as adjusted; 77,371,853 shares issued ¢
outstanding, pro forma; 81,871,853 shares issudd
outstanding, pro forma as adjus 2 8 9
Additional paic-in capital 33,67: 407,80¢ 474,31(
Accumulated defici (53,27¢) (53,27¢) (53,27¢)
Accumulated other comprehensive inca 107 107 107
Total stockholders' (deficit) equi (19,49¢) 354,64! 421,15(
Total capitalizatior $ 354,64! $ 354,64 $ 421,15(
(1)  The share information in the table above excludesf September 30, 2010:
. 19,024,633 shares of common stock issuable upoextieise of options outstanding as of Septembg2@D0 to

purchase our common stock at a weighted averageisa@rice of $11.72 per share;

. 131,000 shares of common stock issuable upon theigr of options granted on October 27, 2010 a&xancise
price of $15.36 per share, 163,750 shares of constumk issuable upon the exercise of options gdaoie
December 13, 2010 at an exercise price of $16.08mre and 37,500 shares of common stock issugbie the
exercise of options granted on January 10, 20ah &ixercise price of $16.00 per share, and 17%Bages of
common stock issuable upon the exercise of optjoasted on January 19, 2011 at an exercise prig&&0D0 per
share, in each case pursuant to our 2010 InceAtixard Plan;

. 12,500 restricted stock units granted on Octobe2@T0 and 42,500 restricted stock units grantedaomary 19,
2011, in each case pursuant to our 2010 Incentivard Plan;

. 12,866,347 shares of common stock reserved fdnduissuance under our 2010 Incentive Award Plah an
10,000,000 shares of our common stock reserveidgaance under our 2010 Employee Stock Purchage &a
well as shares that become available under the R@Ehtive Award Plan due to shares subject to dsvander
our Amended and Restated 2006 Equity Incentive lanterminate, expire or lapse for any reasonpmduant
to provisions in the 2010 Incentive Award Plan thatomatically increase the share reserve undeglémeeach
year, as more fully described in "Executive Compéina—Equity Incentive Plans"; and

. The issuance of 375,000 shares of common stock tgoexercise of a common stock warrant that doegxpire
upon the completion of this offerin
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DILUTION

If you invest in our common stock, yonterest will be diluted to the extent of the diffiece between the public offering price per share
of our common stock and the pro forma as adjusétdamgible book value per share of our commonkstomediately after the offering. After
giving effect to (i) the automatic conversion df@itstanding preferred stock into an aggregat®lgh72,256 shares of common stock
immediately prior to the completion of this offegirand (ii) the issuance of 482,546 shares of comstock upon the net exercise of common
stock warrants and a convertible preferred stockams, that would otherwise expire upon the conipfeof this offering based upon the initial
public offering price of $17.00 per share, our finona historical net tangible book value of our ecoam stock as of September 30, 2010 was
$30.7 million, or $0.40 per share. Pro forma histdmet tangible book value per share repres@etainount of our total tangible assets
reduced by the amount of our total liabilities aiided by the number of shares of our outstandmmmon stock at September 30, 2010, after
giving effect to the above referenced pro formaistpents.

After giving effect to the above referedgro forma adjustments and receipt of the netqeds from our sale of 4,500,000 shares of
common stock in this offering based upon the ihjiizblic offering price of $17.00 per share, affeducting underwriting discounts and
commissions and estimated offering expenses payghls, our pro forma as adjusted net tangible ha@dke as of September 30, 2010 would
have been approximately $97.2 million, or $1.19gi&re. This represents an immediate increaseifopna as adjusted net tangible book
value of $0.79 per share to existing stockholdasan immediate dilution of $15.81 per share to imexestors purchasing common stock in
this offering.

The following table illustrates this dilbn on a per share basis to new investors:

Initial public offering price per shai $ 17.0C
Pro forma net tangible book value per share aepfe®nber 30, 201 $ 0.4C
Increase per share attributable to this offerimgnfnew investor 0.7¢
Pro forma net tangible book value per share, asséelj to give effect to th
offering 1.1¢
Dilution per share to new investors in this offer $ 15.81

If the underwriters exercise their opttorpurchase additional shares of our common sto@kl, based upon the initial public offering
price of $17.00 per share, the pro forma as adjusét tangible book value per share after thisrisfiewould be $1.31 per share, and the
dilution in pro forma net tangible book value pkare to new investors in this offering would be $85per share.

The following table sets forth, as of &epber 30, 2010, on a pro forma as adjusted bhsiglifferences between existing stockholders
and new investors with respect to the total nunoibshares of common stock purchased from us, tlaédonsideration paid and the average
price per share paid before deducting underwritiisgounts and commissions and estimated offeripgmrses payable by us, based upon the
initial public offering price of $17.00 per sharecommon stock:

Total

Total Shares Consideration Average
Price Per
Number Percent Amount Percent Share
Existing stockholder 77,371,85 94.5%%$ 360,382,19 82.5%%  4.6¢
New stockholders in this offerir 4,500,00!I 55%  76,500,00 17.5%  17.0C
Total 81,871,85 10C%$ 436,882,19 10C%

Sales by the selling stockholders in difering will cause the number of shares held Xigteng stockholders to be reduced to 72,971
shares, or 89.1% of the total number of sharesiof o
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common stock outstanding after this offering. ¥ tmderwriters' option to purchase additional sharexercised in full, the number of shares
held by existing stockholders after this offeringuld be reduced to 72,311,853 shares, or 87.6%edbtal number of shares of our common
stock outstanding after this offering.

The above discussion and tables are baisedpro forma, as adjusted basis, of 81,871,B88s of common stock issued and outstar
as of September 30, 2010, and excludes:

. 19,024,633 shares of common stock issuable upoexteise of options outstanding as of Septembg2@I0 to purchase o
common stock at a weighted average exercise pfi$&172 per share;

. 131,000 shares of common stock issuable upon thieisg of options granted on October 27, 2010 &xancise price of $15.36
per share, 163,750 shares of common stock issugble the exercise of options granted on Decembe2dt at an exercise
price of $16.00 per share and 37,500 shares of @mstock issuable upon the exercise of optionstgdaon January 10, 2011
an exercise price of $16.00 per share, and 17%Bags of common stock issuable upon the exertigtions granted on
January 19, 2011 at an exercise price of $16.08eme, in each case pursuant to our 2010 InceAtiged Plan;

. 12,500 restricted stock units granted on OctobeP@T0 and 42,500 restricted stock units grantedammuary 19, 2011, in each
case pursuant to our 2010 Incentive Award Plan;

. 12,866,347 shares of common stock reserved fdnduissuance under our 2010 Incentive Award Plahl®n000,000 shares
our common stock reserved for issuance under oL® Einployee Stock Purchase Plan, as well as stimebecome available
under the 2010 Incentive Award Plan due to sharbgst to awards under our Amended and Restate@ 2QQity Incentive
Plan that terminate, expire or lapse for any reas@hpursuant to provisions in the 2010 Incentiveafd Plan that automatically
increase the share reserve under the plan eachageamore fully described in "Executive Compensetidequity Incentive
Plans"; and

. The issuance of 375,000 shares of common stock tgoexercise of a common stock warrant that doegxpire upon th:
completion of this offering.

To the extent that any outstanding ogtionwarrants are exercised, new investors wileeiemce further dilution.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

Demand Media was incorporated on March2Z®®6 and had no substantive business activities {o the acquisition of eNom, Inc in
April 2006. As a result eNom is considered to e Rnedecessor company (the "Predecessor”). eNora fisachl year ended September 30.

The consolidated statements of operatitaa for the nine months ended December 31, 2007e two years ended December 31, :
and 2009, as well as the consolidated balance datets of December 31, 2008 and 2009, are defriwedour audited consolidated financial
statements that are included elsewhere in thippadas. The consolidated statements of operatiatesfdr the year ended September 30, 2005,
seven months ended April 28, 2006 and the yearcehtdech 31, 2007, as well as the consolidated loalaheet data as of September 30, 2
April 28, 2006, March 31, 2007 and December 31,72@0e derived from audited consolidated finansiatements not included in this
prospectus. The consolidated statements of opasatiata for the nine months ended September 30, 28 2010 and balance sheet data as of
September 30, 2010 are derived from our unaudibedalidated financial statements that are incluglsewhere in this prospectus. The
unaudited consolidated financial statements wegpamed on a basis consistent with our audited diolased financial statements and include,
in the opinion of management, all adjustments resrgswhich include only normal recurring adjusttsefor the fair statement of the financ
information contained in those statements. Theltitsdl results presented below are not necessadigative of financial results to be achie\
in future periods.

The following selected consolidated ficahdata should be read in conjunction with "Magragnt's Discussion and Analysis of
Financial Condition and Results of Operations" andconsolidated financial statements and theedlabtes included elsewhere in this
prospectus.
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Predecessor

Successor

Seven
Months
ended
April 28,

Year ended
September 30,

Year
ended
March 31,

Nine Months

ended

December 31,

Year ended
December 31,

Nine Months
ended
September 30,

2005 2006

2007(3)

2007(3)

2008(3)(5)

2009(5)

2009(5)

2010

Consolidated
Statements
of
Operations

Revenue $

Operating
expense:

Service costs
(exclusive
of
amortizatic
of
intangible
assets

Sales and
marketing

Product
developme

General and
administra

Amortization
of
intangible
asset:

38,967 $ 30,14¢

26,37 19,51t

1,751 1,22¢
3,032 2,77¢
3,32¢ 3,514

941 854

(in thousands, except per share date

$ 58,97¢

26,72¢
3,01¢
9,33¢

8,82¢

15,07

$

102,29!

57,83¢
3,601
10,96¢

19,58¢

17,39:

$ 170,25( $

98,18«
15,31(
14,25:

28,07(

33,20«

198,45:

114,53t
20,04«
21,650

28,47¢

32,15

$ 142,96!

82,99¢
14,37:
15,40¢

21,19%

24,25¢

$ 179,35

95,20¢
16,80¢
19,13¢

27,03t

24,48:

Total
operating
expense:

35,42¢ 27,88(

62,977

109,37t

189,02(

216,86¢

158,22t

182,66

Income (loss)
from
operations

3,54¢ 2,26%

(3,999

(7,089)

(18,770

(18,419

(15,269

(3,310

Other income
(expense
Interest
income
Interest
expense
Other income
(expense),
net

10 60

(36) )

(55) 10C

1,772

(3,206

54

1,41¢

(1,245)

(999

1,63¢

(2,139

(250)

494

(1,759

(19)

28t

(1,509)

@

(517)

(164)

Total other
income
(expense

(81) 152

(1,380

(829

(748)

(1,289

(1,22)

(662)

Income (loss)
before
income
taxes

Income tax
(benefit)
provision

2,41¢

1,05(C

(5,379

(1,449

(7,910

(2,299

(19,515

(4,619

(19,700

2,771

(16,489

2,04¢

(3,979

2,382

Net income
(loss)

Cumulative
preferred
stock
dividends

1,36¢

(3,93)

(10,199

(5,617

(14,059

(14,909

(28,209

(22,47)

(30,849

(18,539

(22,859

(6,359

(24,649

Net income
(loss)
attributable
to common
stockholder $

3,291 $ 1,36¢

$ (14,130

(19,676

$ (43,11) $

(53,319

$ (41,39

$ (31,009

Net income
(loss) per
share:(1

Basic $ $ 0.4¢

$ (719

(4.25)

$ (5.27) $

479

$ (3.8

$ (239

ol <
©

Diluted $ 0.4t

$ (7.1%) $

(4.25)

$ (5.27) $

(@.79)

$ (3.89)

$ (239

Weighted
average
number of
shares(1)(4

Basic
Diluted

Pro forma net
loss per
share of
common
stock, basic

2,59¢
2,75%

2,772
3,06¢

1,981
1,981

4,631
4,631

8,18¢
8,18¢

11,15¢
11,15¢

10,82:
10,82

13,35(
13,35(



and diluted(2 $  (0.3)) $  (0.09

Shares used i
computing
the pro
forma net
loss per
share of
common
stock, basic
and diluted

@

72,83 75,02:

@

@

©)

4)

Basic loss per share is computed by dividing thdass attributable to common stockholders by tleeghvted average number of common shares outstanding
during the period. Net loss attributable to commstatkholders is increased for cumulative prefestedk dividends earned during the period. For grgods
where we presented losses, all potentially dilutiesmon shares comprising of stock options, restiistock purchase rights, or RSPRs, warrants and
convertible preferred stock are antidilutive.

RSPRs are considered outstanding common shareésdnded in the computation of basic earnings pere as of the date that all necessary conditibns o
vesting are satisfied. RSPRs are excluded fronditb&ve earnings per share calculation when thepact is antidilutive. Prior to satisfaction of ebnditions of
vesting, unvested RSPRs are considered contingiestiable shares and are excluded from weightedig@e&ommon shares outstanding.

Unaudited pro forma basic and diluted net losscpermon share have been computed to give effebetednversion of our convertible preferred stodir(g the
if-converted method) into an aggregate of 61,672 &tares of our common stock on a two-for-one k@sthough the conversion had occurred at Janyary 1
2009.

During the year ended March 31, 2007, nine montidee December 31, 2007 and year ended Decemb2638 the Company completed 26 business
acquisitions.

In October 2010, our stockholders approved a 2faeverse stock split of our outstanding commonlkstand a proportional adjustment to the existing

conversion ratios for each series of preferredkstduch was effected on January 21, 2011. Accotlgiirall share and per share amounts for all perfrdsented
have been adjusted retrospectively, where appbcablreflect this reverse stock split and adjusinoé the preferred stock conversion ra
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Predecesso Successo
September 30  April 28, March 31, December 31 September 30
2005 2006 2007 2007 2008(5) 2009(5) 2010(5)

(in thousands)
Consolidated Balanct
Sheet Data:
Cash and cash
equivalents and

marketable

securities $ 131C $ 359« $ 3297t $ 47,36¢ $ 103,49 $ 49,90¢ $ 29,23(
Working capital (8,57¢) (10,09)) 12,78: 44,99: 64,26¢ 18,96 (5,027)
Total asset 36,59¢ 42 47" 318,77. 424,32t 526,40: 467,79( 479,04
Long term deb — — 16,49¢ 4,00( 55,00( 10,00( —
Capital lease

obligations, long

term 1€ — — — — 48¢ 89
Convertible

preferred stocl — — 239,44! 338,96: 373,75¢ 373,75¢ 373,75¢
Total stockholders'

equity (deficit) (1,597) (2,44¢) (2,209 (3,205) (8,74¢) (23,079 (19,49¢)

(5) Results for the years ended December 31, 2008 @d@ &d the nine months ended September 30, 20@9e®n revised to correct for immaterial errors

relating to an international tax return, the apatiien of certain expected federal deferred incomxebenefits and the application of a forfeiturerassumption
associated with sto-based compensation expense. See note 2 to thelidatess financial statement

Non-GAAP Financial Measures

To provide investors and others with &ddal information regarding our financial resulige have disclosed in the table below and
within this prospectus the following non-GAAP firaal measures: adjusted operating income beforeedigtion and amortization expense, or
Adjusted OIBDA, and revenue less traffic acquisitansts, or Revenue less TAC. We have provided@liation of our non-GAAP
financial measures to the most directly compar@A@P financial measures. Our non-GAAP Adjusted OBfinancial measure differs from
GAAP in that it excludes certain expenses suchepsatiation, amortization, stock-based compensaéiod certain non-cash purchase
accounting adjustments, as well as the financiabich of gains or losses on certain asset saleispositions. Our non-GAAP Revenue less
TAC financial measure differs from GAAP as it refie our consolidated revenues net of our traffgpuggition costs. Adjusted OIBDA, or its
equivalent, and Revenue less TAC are frequently byesecurities analysts, investors and otherscasrenon financial measure of our
operating performance.

These noGAAP financial measures are the primary measured bg our management and board of directors torgtated and evalua
our financial performance and operating trendduofing period to period comparisons, to prepareaputove our annual budget and to
develop short and long term operational plans. faltklly, Adjusted OIBDA is the only measure usacthe compensation committee of our
board of directors to establish the target for altichately pay our annual employee bonus pool fduglly all bonus eligible employees. We
also frequently use Adjusted OIBDA in our discussiavith investors, commercial bankers and othersusieour financial statements.

Management believes these non-GAAP firdmeeasures reflect our ongoing business in a exatiat allows for meaningful period to
period comparisons and analysis of trends. In @adi, the exclusion of certain expenses in catmgaAdjusted OIBDA can provide a useful
measure for period to period comparisons of oummss' underlying recurring revenue and operatoggscwhich is focused more closely on
current costs necessary to utilize previously aeguiong-lived assets. In addition, we believe thean be useful to exclude certain non-cash
charges because the amount of such expensesrastlieof long-term investment decisions in pregiperiods rather than day-tiay operatin
decisions. For example, due to the ldivgd nature of our media content, revenue genérfaten our content assets in a given period bethles
relationship to the amount of our investment inteahin that same period. Accordingly, we belidvat ttontent acquisition costs represent a
discretionary long-term capital investment decisiolertaken by management at a point in time. iflvisstment decision is clearly
distinguishable from other ongoing business adtigjtand its discretionary nature and long termaictglifferentiate it from specific period
transactions, decisions
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regarding day-to-day operations, and activitie$ Wauld have immediate performance consequenaeatiérially changed, deferred or
terminated.

We believe that Revenue less TAC is anmimegiul measure of operating performance becausdrigéquently used for internal managerial
purposes and helps facilitate a more complete geo@eriod understanding of factors and trendscéfig our underlying revenue
performance.

Accordingly, we believe that these nonAFAfinancial measures provide useful informatiofnteestors and others in understanding and
evaluating our consolidated revenue and operaégglts in the same manner as our management aodniparing financial results across
accounting periods and to those of our peer conggani

The following table presents a recontidia of Revenue less TAC and Adjusted OIBDA forleat the periods presented:

Predecessor Successor
Seven
Months Year Nine Months Nine Months
Year ended ended ended ended Year ended ended
September 30, April 28, March 31, December 31, December 31, September 30,
2005 2006 2007 2007 2008 2009 2009 2010
(in thousands)

Non-GAAP

Financial

Measures
Content &

Media

revenue $ — § — $ 18,07 $ 49,34. $ 84,82: $ 107,71 $ 7564. $ 106,10¢
Registrar

revenue 38,96 30,14¢ 40,90¢ 52,95!¢ 85,42¢ 90,73t 67,32¢ 73,24¢
Less: traffic

acquisitior

costs

(TAC)(1) — — (5,087) (7,259 (7,65%) (10,559 (6,979 (8,91))
Total revenu

lessTAC $ 38967 $ 30,14: $ 5389: $ 95,04: $ 162,59' $ 187,89¢ $ 135,99: $ 170,44t
Loss from

operations $ (7,08) $ (18,770 $ (18,416 $ (15,269 $ (3,310
Add

(deduct):
Depreciatior 3,59( 10,50¢ 14,96: 10,637 12,96:
Amortization

) 17,39: 33,20 32,15: 24,25¢ 24,48.
Stock-based

compensa

3) 3,67(C 5,97( 7,73¢€ 5,741 7,14%
Non-cash

purchase

accounting

adjustmen

4 1,282 1,53: 96( 74C 61F
Gain on sale

of asset(5 — — (582) — —
Adjusted

OIBDA $ 18,85« $ 32,44: $ 36,81: $ 26,10¢ $ 41,89:
1) Represents revenue-sharing payments made to auoretustomers from advertising revenue generatad Such customers' websites.
2) Represents the amortization expense of our finiggllintangible assets, including that relateduoiovestment in media content assets, includesimGAAP

results of operations.

?3) Represents the fair value of stock-based awardserntain warrants to purchase our stock includeslinGAAP results of operations.
(4) Represents adjustments for certain deferred revandeosts that we do not recognize under GAAPUsecaf GAAP purchase accounting.
(5) Represents a gain recognized on the sale of cersaigts included in our GAAP operating results.

The use of non-GAAP financial measuresdetain limitations because they do not refldteans of income and expense that affect
our operations. We compensate for these limitatignseconciling the non-GAAP financial measuregh® most comparable GAAP financial
measures. These non-GAAP financial measures sheutdnsidered in addition to, not as a substimtenfieasures prepared in accordance
with GAAP. Further, these non-GAAP measures mafedffom the non-GAAP information used by other gamies, including peer
companies, and therefore comparability may be éichitWe encourage investors and others to revieviimamcial information in its entirety a
not rely on a single financial measure.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion of our financial conditiand results of operations should be read togettith the consolidated financial
statements and related notes that are includedmisee in this prospectus. This discussion may déoriteward4ooking statements based ug
current expectations that involve risks and undettas. Our actual results may differ materiallpifin those anticipated in these forward-
looking statements as a result of various factorguding those set forth under "Risk Factors" nmother parts of this prospectus.

Overview

We are a leader in a new Internet-basedeffor the professional creation of high-qualdtgmmercially valuable, long-lived content at
scale. Our business is comprised of two distindt@mplementary service offerings: Content & Meatia Registrar. Our Content & Media
offering is engaged in creating media content, prity consisting of text articles and videos, amdivering it along with our social media and
monetization tools to our owned and operated websihd to our network of customer websites. Ourt€ur& Media service offering also
includes a number of websites primarily contairddgertising listings, which we refer to as our weleped websites. Our Registrar is the
world's largest wholesale registrar of Internet domnames and the world's second largest regstenall, based on the number of names
under management, and provides domain name registend related value-added services.

Our principal operations and decision-mmgKunctions are located in the United States.réfmrt our financial results as one operating
segment, with two distinct service offerings. Operating results are regularly reviewed by our ftbperating decision maker on a
consolidated basis, principally to make decisidosut how we allocate our resources and to measureamsolidated operating performance.
Together, our service offerings provide us withgsietary data that enable commercially valuablegiived content production at scale
combined with broad distribution and targeted mima¢ibn capabilities. We currently generate sulisliy all of our Content & Media reveni
through the sale of advertising, and to a lessemexhrough subscriptions to our social mediaiappibns and select content and service
offerings. Substantially all of our Registrar reueris derived from domain name registration anateel value-added service subscriptions. Our
chief operating decision maker regularly reviewseraie for each of our Content & Media and Regiseavice offerings in order to gain more
depth and understanding of the key business melriesg our business. Accordingly, we report Carit® Media and Registrar revenue
separately.

For the year ended December 31, 2009tendine months ended September 30, 2010, we szpmvenue of $198 million and
$179 million, respectively. For the year ended Delger 31, 2009 and the nine months ended Septerfb@030, our Content & Media
offering accounted for 54% and 59% of our totaleraves, respectively, and our Registrar servicewated for 46% and 41% of our total
revenues, respectively.

As of December 31, 2007 we changed @gafiyearend from March 31 to December 31, resulting infinancial statements reflecting
nine-month period from April 1, 2007 to Decembey 2007.

Key Business Metrics

We regularly review a number of busin@egrics, including the following key metrics, toadwate our business, measure the perforrr
of our business model, identify trends impacting lousiness,
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determine resource allocations, formulate finangiajections and make strategic business decisMaasures which we believe are the
primary indicators of our performance are as folow

Content & Media Metrics

. page views: We define page views as the total number of waeep viewed across our owned and operated websitiésr our
network of customer websites, including web pagewe&d by consumers on our customers' websites asingocial media
tools. Page views are primarily tracked througkrnmal systems, such as our Omniture web analydads ¢ontain estimates for
our customer websites using our social media @otsmay use data compiled from certain customesite=h We periodically
review and refine our methodology for monitoringtlgering, and counting page views in an efforttpriove the accuracy of ¢
measure.

. RPM: We define RPM as Content & Media revenue pertbnasand page views.
Registrar Metrics

. domain: We define a domain as an individual domain naaié for by a thir-party customer where the domain nam
managed through our Registrar service offerings Tiiétric does not include any of the company's ovarel operated websites.

. average revenue per domainWe calculate average revenue per domain by digiiegistrar revenues for a period by the
average number of domains registered in that pefibd average number of domains is the simple geeoithe number of
domains at the beginning and end of the periodrdge revenue per domain for partial year periodsisialized. For example,
average revenue per domain for the nine monthsde8dptember 30, 2010 is calculated by multiplyimgiRtrar revenue for the
nine month period ended September 30, 2010 by engilvhs, divided by the average number of domaggistered in this
period.

The following table sets forth additiop&irformance highlights of key business metricdlierperiods presented:

Year ended Nine Months ended
December 31, September 30,
% %
2008(1) 2009(1) Change 2009(1) 2010(1) Change

Content & Media Metrics:

Owned & operate:

Page views (in billions 5.¢ 6.8 15% 5.0 6.C 20%

RPM $ 10.5¢ $ 10.6¢ 1% $ 10.3: $ 12.6( 22%
Network of customer websit

Page views (in billions 54 10.C 84% 7.4 9.3 26%

RPM $ 40¢ $ 3.4t (15%$ 3.2 $ 3.24 —

Registrar Metrics:
End of Period # of Domains
(in millions) 8.8 9.1 3% 9.0 10.€ 18%
Average Revenue per Domg $ 98t $ 10.11 3% $ 10.0< 9.9: ()%

Q) For a discussion of these period to period chaigtdse number of page views, RPM, end of period @iosand average
revenue per domain and how they impacted our fiahresults, see "Nine Months ended September @9 2nd 2010"
and "Nine Months ended December 31, 2007 and Yerated December 31, 2008 and 2009" be
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Opportunities, Challenges and Risks

To date, we have derived substantiallpfabur revenue through the sale of advertisingdnnection with our Content & Media service
offering and through domain name registration stipgons in our Registrar service offering. Our adising revenue is primarily generated by
performance-based Internet advertising, such aspawsclick where an advertiser pays only whenex gticks on its advertisement that is
displayed on our owned and operated websites andetwork of customer websites. For the nine moetided September 30, 2010, the
majority of our advertising revenue was generatedur relationship with Google on a cost-per-clisis. We deliver online advertisements
provided by Google on our owned and operated websis well as on certain of our customer websitesewe share a portion of the
advertising revenue. For the year ended Decemhe&20®P and the nine months ended September 30, appfoximately 18% and 28%,
respectively, of our total consolidated revenue dexrsved from our advertising arrangements with @deoGoogle maintains the direct
relationships with the advertisers and providewitis cost-per-click advertising services.

Our historical growth in Content & Med&venue has principally come from growth in RPM pade views due to increased volume of
commercially valuable content published. To a lesséent, Content & Media revenue growth has resufitom customers utilizing our social
media tools and from publishing our content onmetwork of customer websites, including YouTube. Mééeve that, in addition to
opportunities to grow our revenue and our page sieycreating and publishing more content, theeesabstantial long term revenue
opportunity with respect to selling online advestigents through our internal sales force, partitutam our owned and operated websites.
During the first nine months of 2010, we began twreraggressively hire and expand our internal dibweg sales force, including hiring a cf
revenue officer, to exploit this opportunity.

As we continue to create more contentmag face challenges in finding effective distribatoutlets. To address this challenge, we
recently began to deploy our content and relateg@rtiding capabilities to certain of our customeis;h as the online versions of the San
Francisco Chronicle and the Houston Chronicle. iBtesly these customers had used our platform anwebsites for social media
applications only. Under the terms of our custoareangements, we are entitled to a share of therlyidg revenues generated by the
advertisements displayed with our content on thesgsites. We believe that expanding this businestetracross our network of customer
websites presents a potentially large long-ternemere opportunity. As is the case with our owned @etated websites, under these
arrangements we incur substantially all of our eahtosts up front. However, because under thentevgharing arrangements we are sharing
the resulting revenue, there is a risk that thekionships over the long term will not generatifisient revenue to meet our financial
objectives, including recovering our content cr@atosts. In addition, the growing presence of otihenpanies that produce online content,
including AOL's Seed.com and Associated Conteniclvivas recently acquired by Yahoo!, may createciased competition for available
distribution opportunities, which would limit oubiity to reach a wider audience of consumers.

Our content studio identifies and createline text articles and videos through a comnmaitfreelance content creators and is core to
our business strategy and long term growth initésti As of December 31, 2010, our studio had apmrabely 13,000 freelance content
creators, and during the year ended December 3D, #0generated approximately 2 million text degcand videos. Historically, we have m
substantial investments in our platform to suppartexpanding community of freelance content crsaéod the growth of our content
production and distribution, and expect to contituenake such investments. As discussed aboveawe diso seen increasing competition
from large Internet companies such as AOL and Yah&lithough these competitive offerings are noedtty comparable to all aspects of our
content offering, increased competition for freelusontent creators could increase our freelaresar costs and adversely impact our ability
to attract and retain content creators.
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Registrar revenue growth historically baen driven by growth in the number of domains groavth in average revenue per domain due
to an increase in the amounts we charge for regjistr and related value-added services. Priorte 30, 2010, our Registrar experienced
stable growth in both domains and average reveaudgmain. Growth in average revenue per domainduasn part to an increase in our
registration pricing in response to price incredsa® registries which control the rights of large level domains, or TLDs (such as VeriSign
which is the registry for the .com TLD). Beginniimgthe second quarter of 2010 and extending thraagly 2011, we expect modest declines
in average revenue per domain as a result of rgcattitacting certain large volume customers, fwhich we have only begun to recognize
revenue, and as a result of more aggressive pricing

Our direct costs to register domain naorebehalf of our customers are almost exclusieelytrolled by registries and by the Internet
Corporation for Assigned Names and Numbers, or IBANCANN is a private sector, not for profit corpdion formed to oversee a number of
Internet related tasks, including domain registragifor which it collects fees, previously perfodrdirectly on behalf of the U.S. government.
In addition, the market for wholesale registravgass is both price sensitive and competitive,ipalarly for large volume customers, such as
large web hosting companies and owners of largdghios of domain names. We have a relatively ladigbility to increase the pricing of
domain name registrations without negatively imjpacour ability to maintain or grow our customesbaMoreover, we anticipate that any
price increases mandated by registries could adlyeirscrease our service costs as a percentager abtal revenue. ICANN is currently
deliberating on the timing and framework for a paily significant expansion of the number of geadLDs, or gTLDs. Although there can
be no assurance that any gTLD expansion will oomarbelieve that such expansion, if any, would ltgawan increase in the number of
domains we register and related revenues.

Our service costs, the largest compoo&atr operating expenses, can vary from perigaetdod based upon the mix of the underlying
Content & Media and Registrar services revenue eveegate. We believe that our service costs ascepge of total revenue will decrease as
our percentage of revenues derived from our Cor&dviedia service offering increases. In the neamtand consistent with historical trends,
we expect that the growth in our Content & Medizereue will exceed the growth in our Registrar rexerAs a result, we expect that our
service costs as a percentage of our total reveilléecrease when compared to our historical tsstiowever, as we expand our Content &
Media offering and enter into more reverslearing arrangements with our customers and cooteators in the long term, our service costs
percentage of our total revenue when comparednaistorical results may not decrease at a similta.

For the nine months ended September@),2nore than 90% of our revenue has been defivedwebsites and customers located in
the United States. While our content is primardigeted towards English-speaking users in the Ji8tates today, we believe that there is a
substantial opportunity in the long term for usteate content targeted to users outside of theedi§itates and thereby increase our revenue
generated from countries outside of the UnitedeStat

Basis of Presentation
Revenues
Our revenues are derived from our Confehtedia and Registrar service offerings.
Content & Media Revenues

We currently generate substantially &thar Content & Media revenue through the salecvfeatising, and to a lesser extent through
subscriptions to our social media applications seldct content and service offerings. Text artialed videos, each of which we refer to as a
content unit, generate revenues both directly adatdéctly. Direct revenues are those directly btttable to a content unit, such as
advertisements, including sponsored advertisingslidisplay advertisements and

64




Table of Contents

in-text advertisements, on the same webpage onvth&content is displayed. Indirect revenues @ @erived primarily by our content
library, but are not directly attributable to a sifie content unit. Indirect revenues include adisang revenues generated on our owned and
operated websites' home pages (e.g., home paditoaf.eom), on topic category webpages (e.g., hondeganden category page), on user
generated article pages that feature content thatnet acquired through our proprietary contentisitipn process, and subscription revenues.
Our revenue generating advertising arrangementgdih our owned and operated websites and ouranktef customer websites, include cost-
per-click performance-based advertising; displayeaiisements where revenue is dependent upon théerof page views; and lead
generating advertisements where revenue is depenfden users registering for, or purchasing or destrating interest in, advertisers'
products and services. We generate revenue froer@ggbments displayed alongside our content offesebnsumers across a broad range of
topics and categories on our owned and operateditgsland on certain customer websites. Our agduggtrevenue also includes revenue
derived from cost-per-click advertising links wa@t on undeveloped websites owned both by us atalrcef our customers. To a lesser
extent, we also generate revenue from our subgamipiased offerings, which include our social meapalications deployed on our network of
customer websites and subscriptions to premiumetmr services offered on certain of our owned @perated websites.

Where we enter into revenue sharing gearents with our customers, such as for the onkmsion of the San Francisco Chronicle and
for undeveloped customer websites, and when weargidered the primary obligor, we report the ulyileg revenues on a gross basis in our
consolidated statements of operations, and rebasktrevenue-sharing payments to our customerafis acquisition costs, or TAC, which
are included in service costs. In circumstancestiee customer acts as the primary obligor, ssciauTube which sells advertisements
alongside our video content, we recognize revemug et basis.

Registrar Revenu

Our Registrar revenue is principally coiegd of registration fees charged to resellers@msumers in connection with new, renewed
and transferred domain name registrations. In madibur Registrar also generates revenue fronsaheof other value-added services that are
designed to help our customers easily build, endand protect their domains, including securityises, e-mail accounts and web-hosting.
Finally, we generate revenues from fees relatedittion services we provide to facilitate the sgllof third-party owned domains. Our
Registrar revenue varies based upon the numbesroéihs registered, the rates we charge our cussoamet our ability to sell value-added
services. We market our Registrar wholesale seswiceler our eNom brand, and our retail registregenvices under the eNomCentral brand,
among others.

Operating Expenses

Operating expenses consist of servicesceales and marketing, product development, géaad administrative, and amortization of
intangible assets. Included in our operating expemse depreciation expenses associated with pitakcexpenditures and stock-based
compensation.

Service Cost

Service costs consist of: fees paid ¢istees and ICANN associated with domain regigtret; advertising revenue recognized by us
shared with others as a result of our revenuespairangements, such as TAC and content createnue-sharing arrangements; Internet
connection and co-location charges and other phatfiperating expenses associated with our owne@padted websites and our network of
customer websites, including depreciation of tretesns and hardware used to build and operate cue@p& Media platform and Registrar;
and personnel costs related to in-house editanietomer service and information technology. Owvise costs are dependent on a number of
factors, including the number of page views gereraicross our platform and the volume
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of domain registrations and value-added servicppatied by our Registrar. In the near term andisterst with historical trends, we expect
that the growth in our Content & Media revenue witteed the growth in our Registrar revenue. Assalt, we expect that our service costs as
a percentage of our total revenue will decreasewgoenpared to our historical results.

Sales and Marketing

Sales and marketing expenses consistpitimof sales and marketing personnel costs, salpport, public relations advertising and
promotional expenditures. Fluctuations in our saled marketing expenses are generally the resoltioéfforts to support the growth in our
Content & Media service, including expenses reglicesupport the expansion of our direct advemjisiales force. We currently anticipate that
our sales and marketing expenses will continuadeease and will increase in the near term as@peof revenue as we continue to build our
sales and marketing organizations to support thevty of our business.

Product Developmer

Product development expenses consistgpilyrof expenses incurred in our software engimggmproduct development and web design
activities and related personnel costs. Fluctuatiorour product development expenses are genenallgesult of hiring personnel to support
and develop our platform, including the costs taifer develop our content algorithms, our owned @pefated websites and future product
service offerings of our Registrar. We currentlyicpate that our product development expensesimiliease as we continue to hire more
product development personnel and further develogpooducts and offerings to support the growtbwf business, but may decrease as a
percentage of revenue.

General and Administrative

General and administrative expenses sbpsimarily of personnel costs from our executiegal, finance, human resources and
information technology organizations and facilittetated expenditures, as well as third party msifal fees, insurance and bad debt
expenses. Professional fees are largely comprisedtside legal, audit and information technologysulting. To date, we have not
experienced any significant amount of bad debt eggeDuring the year ended December 31, 2009 aredmonths ended September 30, 2
our allowance for doubtful accounts and bad depeasge were not significant and we expect thatttbisd will continue in the near term.
However, as we grow our revenue from direct adsiegi sales, which tend to have longer collectiotley, we expect that our allowance for
doubtful accounts will increase, which may leaihtwreased bad debt expense. In addition, we haterltally operated as a private company.
As we continue to expand our business and incuitiaddl expenses associated with being a publielged company, we anticipate general
administrative expenses will increase and will @ase as a percentage of revenue in the near tpeuifigally, we expect that we will incur
additional general and administrative expensesduige insurance for our directors and officers tmdomply with SEC reporting
requirements, exchange listing standards, the vddk Wall Street Reform and Consumer Protectionafvd the Sarbanes-Oxley Act of
2002. We anticipate that these insurance and canqgsi costs will substantially increase certainusfgeneral and administrative expenses in
the near term although its percentage of revenli@lepend upon a variety of factors as listed above

Amortization of Intangibles

We capitalize certain costs allocatethtopurchase price of certain identifiable intatey#ssets acquired in connection with business
combinations, to acquire content and to acquirguding through initial registration, undevelopedhsites. We amortize these costs on a
straight-line basis over the related expected Uisighs of these assets, which have a weightedaaseuseful life of approximately 5.4 years on
a combined basis as of September 30, 2010. The &ongetermines the
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appropriate useful life of intangible assets byfgraning an analysis of expected cash flows baseitkdristorical experience of intangible
assets of similar quality and value. We currengiyneate the useful life of our content to be fivaays. We expect amortization expense to
increase modestly in the near term, although itsgueage of revenues will depend upon a variefacbrs, such as the mix of our investments
in content as compared to our identifiable intalggéssets acquired in business combinations.

Stock-based Compensation

Included in our operating expenses apersges associated with stock based compensatideh) ese allocated and included in service
costs, sales and marketing, product developmengandral and administrative expenses. Stock-basmgensation expense is largely
comprised of costs associated with stock optioastgd to employees and restricted stock issuenhpoyees. We record the fair value of tt
equity-based awards and expense their cost rabalyrelated vesting periods, which is generallyrfgears. The determination of the fair
value of these equity awards on the date of gradistussed in detail below in "—Critical AccoumgtiRolicies and Estimates.” In addition,
stock-based compensation expense includes thetastrrants to purchase common and preferred sgstied to certain non-employees.

As of September 30, 2010, we had apprateétg $23 million of unrecognized employee relagautk-based compensation, net of
estimated forfeitures, that we expect to recognizsr a weighted average period of approximatelyeats. Of this amount, we expect to
recognize approximately $2.4 million during the eéning three months ended December 31, 2010. litiaddwe expect to recognize
approximately $5 million in additional stodkased compensation during the first year followtinig offering related to awards granted to cet
executive officers to acquire approximately 2.6lionl of our shares that will vest upon the fulfiimt of certain liquidity events and market
conditions, including but not limited to an initiliblic offering occurring prior to June 1, 2013lahe maintenance of an average closing price
of our stock above certain amounts for a stipulgierdod of time. Assuming these conditions are pmigtr to March 31, 2011, we would
recognize the additional stotlased compensation expense of approximately $omdluring the three months ended March 31, 20ufthEr,
we also expect to recognize approximately $30.8amiin additional stock-based compensation relétealvards granted to certain executive
officers in August 2010 to acquire 5.8 million afrashares that will commence vesting upon the cetigy of an initial public offering prior to
March 31, 2011. This expense would be recognizem the date of the consummation of an initial pubffering prior to March 2011 over a
five year period with a weighted average period.@® years. In future periods, our stock-based @sation is expected to increase materially
as a result of our existing unrecognized stock-db@senpensation and as we issue additional shasled awards to continue to attract and re
employees and non-employee directors.

Interest Expenst

Interest expense principally consisttdrest on outstanding debt and certain prepaitkwriting costs associated with our
$100 million revolving credit facility with a synctite of commercial banks. As of September 30, 2@#thad no indebtedness outstanding
under this facility.

Interest Income

Interest income consists of interest edron cash balances and short-term investmentsypally invest our available cash balances in
money market funds, short-term United States Tmyasligations and commercial paper.

Other Income (Expense), Net

Other income (expense), net consistsamilynof the change in the fair value of our preéer stock warrant liability, transaction gains i
losses on foreign currency-denominated assets and
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liabilities and changes in the value of certaingldé@rm investments. We expect our transaction gaiaslosses will vary depending upon
movements in underlying currency exchange ratetscanld become more significant when we expandnatgonally. We expect our preferr
stock warrant liability, and thus all future chasgessociated with it, to be eliminated following mitial public offering, because the warrants
currently outstanding will either be exercised xpiee upon the completion of this offering.

Provision for Income Taxe:!

Since our inception, we have been sultfettcome taxes principally in the United Statesi certain other countries where we have
presence, including the United Kingdom, the Netirads, Canada and Sweden. We anticipate that aspaad our operations outside the
United States, we will become subject to taxatiasda on the foreign statutory rates and our effed¢tix rate could fluctuate accordingly.

Income taxes are computed using the asgeliability method, under which deferred taxeassand liabilities are determined based ot
difference between the financial statement and&mes of assets and liabilities using enactedatas iin effect for the year in which the
differences are expected to affect taxable incdraduation allowances are established when necessaegduce deferred tax assets to the
amount expected to be realized.

We currently believe that based on thelaksle information, it is more likely than not thraur deferred tax assets will not be realized, and
accordingly we have taken a full valuation allowaiagainst all of our United States deferred tartasé&\s of December 31, 2009, we had
approximately $72 million of federal and $10 mitliof state operating loss carry-forwards availableffset future taxable income which
expire in varying amounts beginning in 2020 fordiead and 2013 for state purposes if unused. Fedarhbtate laws impose substantial
restrictions on the utilization of net operatingdand tax credit carry-forwards in the event of@mnership change," as defined in Section 382
of the Internal Revenue Code of 1986, as amenddtiednternal Revenue Code. Currently, we do rpeet the utilization of our net operat
loss and tax credit carry-forwards in the near teyrne materially affected as no significant lirtitas are expected to be placed on these carry:
forwards as a result of our previous ownership geanlf an ownership change is deemed to have i@gtas a result of this offering, potential
near term utilization of these assets could beaeduWe do not expect this offering to cause a riztemitation to the utilization of our net
operating loss and tax credits carry-forwards.

Critical Accounting Policies and Estimates

Our consolidated financial statementspaepared in accordance with generally acceptedusmting principles in the United States. The
preparation of these consolidated financial stateseequires us to make estimates and assumpliahaffect the reported amounts of assets,
liabilities, revenues, expenses and related disoiss We evaluate our estimates and assumptioas ongoing basis. Our estimates are based
on historical experience and various other assumgtihat we believe to be reasonable under themstances. Our actual results could differ
from these estimates.

We believe that the assumptions and estimassociated with our revenue recognition, atsaeceivable and allowance for doubtful
accounts, capitalization and useful lives assodiaii¢h our intangible assets, including our intémsatware and website development and
content costs, income taxes, stock-based compensatd the recoverability of our goodwill and loihged assets have the greatest potential
impact on our consolidated financial statementréfore, we consider these to be our critical acting policies and estimates.
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Revenue Recognition

We recognize revenue when four basiegatare met: persuasive evidence of a sales amaent exists; performance of services has
occurred; the sales price is fixed or determinadohet collectability is reasonably assured. We aergpersuasive evidence of a sales
arrangement to be the receipt of a signed cont@ailectability is assessed based on a numberctdrfs, including transaction history and the
credit worthiness of a customer. If it is deterndirieat collection is not reasonably assured, reeénmot recognized until collection becomes
reasonably assured, which is generally upon recéipash. We record cash received in advance efhng recognition as deferred revenue.

Content & Media
Advertising Service:

In determining whether an arrangemenbfaradvertising services exists, we ensure thénding arrangement is in place, such as a
standard insertion order or a fully executed custespecific agreement. Obligations pursuant to ouedising revenue arrangements typici
include a minimum number of impressions or thes&attion of the other performance criteria. Revefnom performance-based arrangements,
including cost-per-click and referral revenuesgisognized as the related performance criterianate We assess whether performance criteria
have been met and whether our fees are fixed ermetable based on a reconciliation of the perforweecriteria and an analysis of the
payment terms associated with a transaction. Téwnmliation of the performance criteria generatigludes a comparison of third-party
performance data, such as periodic online repaasiged by certain of our customer websites, tocthetractual performance obligation and to
internal or customer performance data in circuntstawhere such data is available. Historically, difference between the amounts
recognized based on preliminary information andhaadlected has not been material to our resultgpefations.

Where we enter into revenue sharing gearents with our customers, such as for the onkmgion of the San Francisco Chronicle or
with respect to undeveloped customer websiteswdrah we are considered the primary obligor, we nethe underlying revenues on a gross
basis in our consolidated statements of operationsrcumstances where the customer acts as thmapr obligor, such as YouTube, we
recognize the underlying revenue on a net basisiirstatement of operations.

Subscription and Social Media Servici

Subscription services revenue is gendrdt®ugh the sale of membership fees paid to aaomstent available on certain owned and
operated websites, such as Trails.com. The majofitie memberships range from six to twelve maatims, and generally renew
automatically at the end of the membership termptfpreviously cancelled. Membership revenueésgeaized on a straight-line basis over the
membership term.

We configure, host and maintain almolbfour platform's social media services for comeied customers. We earn revenues from our
social media services through initial set-up feesyurring management support fees, overage femeciss of standard usage terms and outside
consulting fees. Due to the fact that our sociallimservices customers have no contractual rigteke possession of our software, we account
for our social media services as subscription sergirrangements, whereby social media servicesuegeare recognized when persuasive
evidence of an arrangement exists, delivery ostheice has occurred and no significant obligati@msain, the selling price is fixed or
determinable and collectability is reasonably asdur

Social media service arrangements mayagomultiple elements, including, but not limite single arrangements containing set-up
fees, monthly support fees and overage billingsamsulting services. To the extent that consuléieiyices have value on a standalone basis
and there is objective and reliable evidence ofsdosedia services, we allocate revenue to eacheasié based upon each
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element's objective and reliable evidence of falug. Objective and reliable evidence of fair vétureall elements of a service arrangement is
based upon our normal pricing and discounting prestfor those services when such services aresspldrately. To date, substantially all
consulting services entered into concurrent withdtiginal social media service arrangements aréreated as separate deliverables as such
services are essential to the functionality ofttbsted social media services and do not have valtie customer on a standalone basis. Such
fees are recognized as revenue on a straight-¢ieis lover the greater of the contractual or estichatustomer life once monthly recurring
services have commenced. Fees for other itemzaogmized as follows:

. Customer s-up fees se-up fees are generally paid prior to the commencéfemonthly recurring services. We initially de
set-up fees and recognize the related revenuglstrine over the greater of the contractual oinested customer life once
monthly recurring services have commenced.

. Monthly support fees recognized each month at contractual re

. Overage billings recognized when delivered and at contractuatratexcess of standard usage tel

We determine the estimated customeblfged on analysis of historical attrition rategrage contractual term and renewal expectat
We periodically review the estimated customeréiféeast quarterly and when events or changesdaroistances, such as significant customer
attrition relative to expected historical or prdgxt future results, occur. Outside consulting sewiperformed for customers on a stand-alone
basis are recognized ratably as services are pgetbat contractual rates.

Registrar
Domain Name Registration Fee

Registration fees charged to third partieconnection with new, renewed and transferdaln name registrations are recognized on a
straight line basis over the registration term,alihiange from one to ten years. Payments receivadvance of the domain name registration
term are included in deferred revenue in our cadatéd balance sheets. The registration term datkterevenue recognition commences once
we confirm that the requested domain name has te@ended in the appropriate registry under accepbdetractual performance standards.
Associated direct and incremental costs, whichgipaly consist of registry and ICANN fees, arecatieferred and expensed as service costs
on a straight line basis over the registration term

Our wholly owned subsidiary, eNom, isl@ANN accredited registrar. Thus, we are the priraligor with our reseller and retail
registrant customers and are responsible for tilrient of our registrar services. As a resulg veport revenue derived from the fees we
receive from our resellers and retail registrast@emers for registrations on a gross basis in onsalidated statements of operations. A
minority of our resellers have contracted with aptovide billing and credit card processing segsito the resellers' retail customer base in
addition to registration services. Under theseutitstances, the cash collected from these resal¢ad' customer base exceeds the fixed
amount per transaction that we charge for domainenegistration services. Accordingly, these amsunhich are collected for the benefit of
the reseller, are not recognized as revenue angeoeded as a liability until remitted to the éesyeon a periodic basis. Revenue from these
resellers is reported on a net basis because $bderedetermines the price to charge retail custsrand maintains the primary customer
relationship.

Value-added Services

Revenue from online Registrar value-adsldices, which include, but are not limited ®gity certificates, domain name
identification protection, charges associated &ltarnative payment methodologies, web hostingisesvand email services is recognized on a
straight line basis over the period in which sessiare provided. Payments received in advancerdtse being provided are included in
deferred revenue.
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Auction Service Revenue

Domain name auction service revenuessgmt fees received from facilitating the salehoftitparty owned domains through an online
bidding process primarily through NameJet, a domaime aftermarket auction company formed in Oct@06i7 by us and an unrelated third
party. While certain names sold through the augbi@mtess are registered on our Registrar platfqyansale, we have determined that auction
revenues and related registration revenues regdrssparate units of accounting, given that the domame has value to the customers on a
standalone basis and there is objective and relieddbence of the fair value of the registratiorviee. We recognize the related registration
fees on a straight-line basis over the registratgom. We recognize the bidding portion of auctiemenues upon sale, net of payments to third
parties since we are acting as an agent only.

Accounts Receivable and Allowance for Doubtful Acamnts
Accounts receivable primarily consistafiounts due from:

. third parties such as Google who provide advedisirvices to our owned and operated websites emalrc customer websites
in exchange for a share of the underlying advedisevenue. Accounts receivable from these adimgtizroviders are recorded
as the amount of the revenue share as reportesitig them and are generally due within 30 to 45deym the month-end in
which the invoice is generated. Certain accourdsivable from these providers are billed quartarig are due within 45 days
from the quarter-end in which the invoice is getetaand are non-interest bearing;

. social media services customers and include: a¢camirup fees, which are generally billed and ctdd once setp services al
completed; monthly recurring services, which atiediin advance of services on a quarterly or migritasis; account overages,
which are billed when incurred and contractuallg;dand consulting services, which are generallgdbiln the same manner as
set-up fees. Accounts receivable from social med&omers are recorded at the invoiced amoungererally due within
30 days and are non-interest bearing;

. direct advertisers who engage us to deliver bramdieértising views. Accounts receivable from ouedi advertisers a
recorded at negotiated advertising rates (custdyrtzesed on advertising impressions) and as tlaeetladvertising is delivered
over our owned and operated websites. Direct adirggtaccounts receivables are due within 30 td®@s from the date the
advertising services are delivered and billed; and

. customers who syndicate the Company's contentthe@rwebsites in exchange for a share of relati@mising revenue.
Accounts receivable from our customers are recoad¢lde revenue share as reported by our custaanedrare due within 30 to
45 days.

We maintain an allowance for doubtful@auts to reserve for potentially uncollectible iigables from our customers based on our best
estimate of the amount of probable losses frontiegisiccounts receivable. We determine the allowdrased on analysis of historical bad
debts, advertiser concentrations, advertiser credithiness and current economic trends. In aduifiast due balances over 90 days and
specific other balances are reviewed individuatiiydollectability on at least a quarterly basis.

Goodwill

Goodwill represents the excess of thé aban acquired entity over the fair value of #ugjuired net assets. We perform our impairment
testing for goodwill at the reporting unit levels &f December 31, 2009, we determined that we ttaee reporting units. For the purpose of
performing the required impairment tests, we prilmapply a present value (discounted cash flow)hoe to determine the fair value of the
reporting units with goodwill. We test goodwill fonpairment annually
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during the fourth quarter of our fiscal year or whevents or circumstances change that would inglitett goodwill might be permanently
impaired. Events or circumstances that could triggeimpairment review include, but are not limiteda significant adverse change in legal
factors or in the business climate, an adverseracti assessment by a regulator, unanticipated etitiop, a loss of key personnel, significant
changes in the manner of our use of the acquirgetsasr the strategy for our overall business,ifsigmt negative industry or economic trends
or significant underperformance relative to expédtistorical or projected future results of operas.

The testing for a potential impairmengobdwill involves a two-step process. The firgipsinvolves comparing the estimated fair values
of our reporting units with their respective boakues, including goodwill. If the estimated failwa exceeds book value, goodwill is
considered not to be impaired and no additiongisséee necessary. If, however, the fair value efréporting unit is less than book value, the
second step is performed to determine if goodwilpaired and to recognize the amount of impaitress, if any. The estimate of the fair
value of goodwill is primarily based on an estimate¢he discounted cash flows expected to resofhfthat reporting unit and may require
valuations of certain recognized and unrecognim&hpible assets such as our content, softwarlendémgy, patents and trademarks. If the
carrying amount of goodwill exceeds the implied failue of that goodwill, an impairment loss isaguized in an amount equal to the excess.
To date, we have not recognized an impairmentdsssciated with our goodwill.

We estimate the fair value of our repuaytunits, using various valuation techniques, whih primary technigue being a discounted cash
flow analysis. A discounted cash flow analysis igzgius to make various judgmental assumptionstatades, operating margins, growth rates
and discount rates. Assumptions about discouns et based on a weighted-average cost of capitabfmparable companies. Assumptions
about sales, operating margins, and growth ratebaged on our forecasts, business plans, ecomoajéctions, anticipated future cash flows
and marketplace data. Assumptions are also madefging perpetual growth rates for periods beythradlong-term business plan period. As
of December 31, 2009, the date of the most recepairment assessment, we determined that thedhiewf each of our reporting units was
substantially in excess of its carrying value.

Capitalization and Useful Lives Associated with outntangible Assets, including Content and InternalSoftware and Website
Development Costs

We publish lon¢jved media content generated by our content stuthich we commission and acquire from third pargefance contel
creators. Direct costs incurred for each individt@itent unit that we determine embodies a probfallee economic benefit are capitalized.
The vast majority of direct content costs represambunts paid to freelance content creators toiseqantent units and, to a lesser extent,
specifically identifiable internal direct labor ¢esncurred to enhance the value of acquired conteits prior to their publication. Internal costs
not directly attributable to the enhancement oftenhunits acquired prior to publication are exmehas incurred. All costs incurred to deploy
and publish content are expensed as incurred,dimguthe costs incurred for the ongoing maintenarfagebsites on which our content resic
We acquire content when our internal systems aadgsses, including an analysis of millions of histd Internet search queries, advertising
marketing terms, or keywords, and other data pewsonable assurance that, given predicted camsamd advertiser demand relative to our
predetermined cost to acquire the content, theecwninit will generate revenues over its usefel fifat exceed the cost of acquisition. In
determining whether content embodies probable éuaonomic benefit required for asset capitaliratiee make judgments and estimates
including the forecasted number of page views aedatlvertising rates that the content will generBltese estimates and judgments take into
consideration various inherent uncertainties iniclgdbut not limited to, our expected ability tonesv at favorable terms or replace certain
material agreements with Google that currently mewa significant portion of our revenues; the etpé ability of our direct advertising sales
force to sell branded advertisements; the fact that
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our content creation and distribution model is rawl evolving and may be impacted by competitiontactinological advancements; our
ability to expand existing and enter into new dlsttion channels and applications for our contant] whether we will be able to continue to
create content of the same quality or generatdaimconomic returns from content in the future nisligement has reviewed, and intends to
regularly review the operating performance of cohte determining probable future economic beneditsur content.

We also capitalize initial registratiomdaacquisition costs of our undeveloped websitelscam internally developed software and website
development costs during their development phase.

In addition we have also capitalized @i@rtdentifiable intangible assets acquired in @mtion with business combinations and we use
valuation techniques to value these intangiblestaswith the primary technique being a discourtezh flow analysis. A discounted cash flow
analysis requires us to make various judgmentairaggons and estimates including projected reverygsrating costs, growth rates, useful
lives and discount rates.

Our finite lived intangible assets areoatized over their estimated useful lives usingstraight-line method, which approximates the
estimated pattern in which the underlying econdoeicefits are consumed. Capitalized website regjistraosts for undeveloped websites are
amortized on a straight-line basis over their estéd useful lives of one to seven years. Interrdglyeloped software and website development
costs are depreciated on a straight-line basisthedrestimated three year useful life. We amertar intangible assets acquired through
business combinations on a straight-line basis theeperiod in which the underlying economic betisedire expected to be consumed.

Capitalized content is amortized on aigfrt-line basis over five years, representingestimate of the pattern that the underlying
economic benefits are expected to be realized asddon our estimates of the projected cash floavs &dvertising revenues expected to be
generated by the deployment of our content. Themates are based on our current plans and pi@jedor our content, our comparison of
the economic returns generated by content of comquality and an analysis of historical casivfi@enerated by that content to date wt
particularly for more recent content cohorts, imewhat limited. To date, certain content that wguéred in business combinations has
generated cash flows from advertisements beyoneagéar useful life. The acquisition of contentseale, however, is a new and rapidly
evolving model, and therefore we closely monitemierformance and, periodically, assess its estitnageful life.

Advertising revenue generated from thel@gment of our media content makes up a signified@ment of our business such that
amounts we record in our financial statementsedl& our content are material. Significant judghiemequired in estimating the useful life of
our content. Changes from the five year usefuMiéecurrently use to amortize our capitalized conteould have a significant impact on our
financial statements. For example, if underlyinguasptions were to change such that our estimateeofieighted average useful life of our
media content was higher by one year from Janug2910, our net loss would decrease by approxim&l6 million for the nine months
ended September 30, 2010, and would increase bpxdprately $2.4 million should the weighted averageful life be reduced by one year.
We periodically assess the useful life of our cahtand when adjustments in our estimate of théuuBge of content are required, any changes
from prior estimates are accounted for prospegtivel

Recoverability of Long-lived Assets

We evaluate the recoverability of ouamgible assets, and other long-lived assets wiitefuseful lives for impairment when events or
changes in circumstances indicate that the cargingunt of an asset group may not be recoverahkesertrigger events or changes in
circumstances include, but are not limited to aificant decrease in the market price of a longdiasset, a significant adverse
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change in the extent or manner in which a ltimgd asset is being used, significant adverse ghamlegal factors, including changes that c
result from our inability to renew or replace méatkagreements with certain of our partners sucB@asgle on favorable terms, significant
adverse changes in the business climate includiagges which may result from adverse shifts inrtetdgy in our industry and the impact of
competition, a significant adverse deterioratiothi@ amount of revenue or cash flows we expeceterate from an asset group, an
accumulation of costs significantly in excess @& #mount originally expected for the acquisitiomdevelopment of a long-lived asset, current
or future operating or cash flow losses that dertratess continuing losses associated with the useiiofong-lived asset, or a current
expectation that, more likely than not, a long-thasset will be sold or otherwise disposed of $icgmtly before the end of its previously
estimated useful life. We perform impairment tegtat the asset group level that represents thesloleeel for which identifiable cash flows i
largely independent of the cash flows of other @saed liabilities. In making this determinatiorg wonsider the specific operating
characteristics of the relevant long-lived asdatduding (i) the nature of the direct and any nedi revenues generated by the assets; (ii) the
interdependency of the revenues generated by #etsagnd (iii) the nature and extent of any shaostis necessary to operate the assets ir
intended use. An impairment test would be performkdn the estimated undiscounted future cash fexpected to result from the use of the
asset group is less than its carrying amount. Impit is measured by assessing the usefulnessasfsah by comparing its carrying value t
fair value. If an asset is considered impaired,itin@airment loss is measured as the amount by whelearrying value of the asset group
exceeds its estimated fair value. Fair value ismeined based upon estimated discounted futurefagb. The key estimates applied when
preparing cash flow projections relate to revenopsrating margins, economic life of assets, owadletaxation and discount rates. To date,
we have not recognized any such impairment losscéed with our long-lived assets.

Income Taxes

We account for our income taxes usingditit@lity and asset method, which requires theogeition of deferred tax assets and liabilities
for the expected future tax consequences of etkatdhave been recognized in our financial statésn@nin our tax returns. In estimating
future tax consequences, generally all expecteddigvents other than enactments or changes taxHaw or rates are considered. Deferred
income taxes are recognized for differences betieancial reporting and tax bases of assets atililies at the enacted statutory tax rates in
effect for the years in which the temporary diffeses are expected to reverse. The effect on ddftakes of a change in tax rates is recogn
in income in the period that includes the enactndate. We evaluate the realizability of our deferi@x assets and valuation allowances are
provided when necessary to reduce deferred taxsawsthe amounts expected to be realized.

We operate in various tax jurisdictionsl @re subject to audit by various tax authoriti@s. provide tax contingencies whenever it is
deemed probable that a tax asset has been immaigethx liability has been incurred for eventshsas tax claims or changes in tax laws. Tax
contingencies are based upon their technical meriid relevant tax law and the specific facts drmimstances as of each reporting period.
Changes in facts and circumstances could resut@iterial changes to the amounts recorded for suchdntingencies.

We recognize a tax benefit from an uradertax position only if it is more likely than nthtat the tax position will be sustained on
examination by the taxing authorities, based ortélbbnical merits of the position. The tax benefisognized in the consolidated financial
statements from such positions are then measusstitzm the largest benefit that has a greater@@mlikelihood of being realized upon
settlement. We recognize interest and penaltiesiadaelated to unrecognized tax benefits in ocomne tax (benefit) provision in the
accompanying statements of operations.

We calculate our current and deferredptavision based on estimates and assumptionsoldd differ from the actual results reflected
in income tax returns filed in subsequent years.
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Adjustments based on filed returns are recordedidentified. The amount of income taxes we paguisject to ongoing audits by federal,
state and foreign tax authorities. Our estimattefpotential outcome of any uncertain tax issiugilgect to management's assessment of
relevant risks, facts, and circumstances existirtat time. To the extent that our assessmeniidi tax positions changes, the change in
estimate is recorded in the period in which thedsination is made.

Stock-based Compensation

We measure and recognize compensatioansepfor all sharbased payment awards made to employees and dgéased on the gra
date fair values of the awards. For stock optioarals to employees with service and/or performamased vesting conditions, the fair value is
estimated using the Black-Scholes option pricingleloThe value of an award that is ultimately expédo vest is recognized as expense over
the requisite service periods in our consolidatatements of operations. We elected to treat shased payment awards, other than
performance awards, with graded vesting scheduldgime-based service conditions as a single aaaddrecognize stock-based
compensation expense on a straight-line basisofredtimated forfeitures) over the requisite sex\period. Stockased compensation exper
are classified in the statement of operations basdtie department to which the related employperts. Our stock-based awards are
comprised principally of stock options and reséitstock purchase rights.

Some employee award grants contain cepiformance and/or market conditions. We recago@mpensation cost for awards with
performance conditions based upon the probabifithat performance condition being met, net of stingate of presesting forfeitures. Awart
granted with performance and/or market conditioesaanortized using the graded vesting method. Tieeteof a market condition is reflected
in the award's fair value on the grant date. Weausmomial lattice model to determine the graniedair value of awards with market
conditions. All compensation cost for an award thed a market condition is recognized as the regquiervice period is fulfilled, even if the
market condition is never satisfied.

We account for stock options issued to-amployees in accordance with the guidance foitgdpased payments to non-employees.
Stock option awards to non-employees are accodateat fair value using the Black-Scholes optioitipg model. Our management believes
that the fair value of stock options is more rdljalneasured than the fair value of the servicesived. The fair value of the unvested portio
the options granted to non-employees is re-measael period. The resulting increase in valuenyf, & recognized as expense during the
period the related services are rendered.

The Blackscholes option pricing model requires managementake assumptions and to apply judgment in detengitne fair value ¢
our awards. The most significant assumptions addments include estimating the fair value of ungded stock, expected volatility and
expected term. In addition, the recognition of ktbased compensation expense is impacted by estinfatfeiture rates.

Because our common stock has no pubtfialyed history, we estimate the expected volatilftpur awards from the historical volatility
of selected public companies within the Internet aredia industry with comparable characteristicgsgoincluding similarity in size, lines of
business, market capitalization, revenue and fimhleverage. From our inception through Decemtlgr2B08, the weighted average expected
life of options was calculated using the simplifireéthod as prescribed under guidance by the SE€ dEcision was based on the lack of
relevant historical data due to our limited expeeceand the lack of an active market for our comstoonk. Effective January 1, 2009, we
calculated the weighted average expected life obptions based upon our historical experienceptiba exercises combined with estimate
the post-vesting holding period. The risk free iegt rate is based on the implied yield currentlgilable on U.S. Treasury issues with terms
approximately equal to the expected life of theémptThe expected dividend rate is zero based effittt that we currently have no history or
expectation of paying cash dividends on our comstook. The forfeiture

75




Table of Contents

rate is established based on the historical avgraged of time that options were outstanding atlidsted for expected changes in future
exercise patterns.

Nine Months Nine Months
ended Year ended Year ended ended
December 31, December 31, December 31, September 30,
2007 2008 2009 2010
Expected term (in year 6.25 6.19 5.72 6.29
Risk-free interest rat 3.28-4.98% 1.54-3.52% 1.37-2.86% 1.31-2.83%
Expected volatility rang 77 - 80% 65- 72% 60- 62% 54 - 56%
Weighted average expected volatil 79% 69% 61% 56%

Dividend yield — = — —

We do not believe there is a reasonakddiiood that there will be material changes ia #stimates and assumptions we use to dete
stock-based compensation expense. In the futunes determine that other option valuation modetsraore reasonable, the stock-based
compensation expense that we record may diffeiifgigntly from what we have historically recordesing the Black-Scholes option pricing
model.

We recorded stock-based compensationnsepef approximately $3.7 million for the nine musmended December 31, 2007,
$6.0 million and $7.7 million for the years endeed@mber 31, 2008 and 2009, respectively, and $iflibmfor the nine months ended
September 30, 2010. Included in our stock-basedeosation expense for the years ended Decemb208&,and 2009 and nine months
ended September 30, 2010 were cash payments ofrfilich, $0.6 million and $0.3 million, respectiyein connection with our agreement to
pay out certain unvested options to former emplsy®atinuing employment with us after our acqusitof Pluck Corporation, or Pluck,
which formed the basis of our social media tooferifig, in March 2008 and non-cash charges of §0lHon, $0.4 million and $0.3 million,
respectively, related to consideration paid to leaAcmstrong in January 2008 in the form of a tearygarrant to purchase 625,000 shares of
our common stock at $12.00 per share in exchangeeftain services to be performed by Mr. Armstréimgpugh December 2011. Also
included in our stock-based compensation expensiad¢onine months ended September 30, 2010 wereasimcharges of $0.1 million related
to consideration paid to Tyra Banks in June 201thénform of a ten-year warrant to purchase 375db@0es of our common stock at $12.00
per share in exchange for certain services to bempeed by Ms. Banks through June 2014. In additind as part of our capitalization of
internally developed software, we capitalized $illion, $0.7 million, $0.7 million, and $0.7 mitih of stock-based compensation during the
nine months ended December 31, 2007, years endezhiber 31, 2008 and 2009, and the nine months edelg@mber 30, 2010, respectivi

Significant Factors, Assumptions and Methodologiebsed in Determining the Fair Market Value of Our Canmon Stock

We have regularly conducted contemporasealuations to assist us in the determinatiathefair value of our common stock for each
stock option grant and other stock-based awardsb@ard of directors was regularly apprised thahealuation was being conducted and
considered the relevant objective and subjectigtofa deemed important by our board of directorsaich valuation conducted. Our board of
directors also determined that the assumptionsrgnds used in connection with such valuationseéid our board of directors' best estimate
of our business condition, prospects and opergt@rfprmance at each valuation date. The deemeddhie per common share underlying our
stock option grants and other stock-based awardsietermined by our board of directors with ingatf management at each grant date.
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In the absence of a public trading maf&ebur common stock, our board of directors resid and discussed a variety of objective and
subjective factors when exercising its judgmerdetermining the deemed fair value of our commonlst@hese factors generally include the
following:

. the nature and history of our business;

. general economic conditions and specific industryook;

. our book value and financial conditic

. our operating and financial performan

. contemporaneous independent valuations performpdratdic intervals;

. the introduction of new products or servic

. the market price of companies engaged in the sarsiendar line of business having their equity sgties actively traded in

free and open market;

. the likelihood of achieving a liquidity event, suab an initial public offering or sale given prdiraj market conditions and the
nature and history of our business;

. the differences between our preferred and commark $h respect of liquidation preferences, conwersights, voting rights ar
other features; and

. an adjustment necessary to recognize a lack ofetekity for our common stocl

The valuation of our common stock wadgrened in accordance with the guidelines outlinethie American Institute of Certified Puk
Accountants Practice Aidjaluation of Privately-Held-Company Equity Secestissued as Compensatioim order to value our common
stock, we first determined our business enterpédee, and then allocated this business enterpéake to each part of our capital structure
(associated with both preferred and common equiyy. business enterprise value was estimated asgugnbination of two generally accep
approaches: the income approach and the market-bagpeoach. The income approach estimates valwel lmasthe expectation of future net
cash flows that were then discounted back to thegnt using a rate of return available from altéreacompanies of similar type and risk. The
market approach measures the value of an assesirelss through an analysis of recent sales orirgfe of comparable investments or assets,
and in our case, focused on comparing us to siipiéaticly traded entities. In applying this methed|uation multiples are derived from
historical operating data of selected comparabigiemand evaluated and/or adjusted based ortiiegths and weaknesses of our company
relative to the comparable entities. We then apphadjusted multiple to our operating data to ardva value indication. The value indicated
by the market approach was consistent with theataln derived from the income approach for theqaipresented.

For each valuation, we prepared a firgrforecast to be used in the computation of theevaf invested capital for both the market
approach and income approach. The financial fotéoak into account our past experience and futxpectations. The risk associated with
achieving this forecast was assessed in seledtmgppropriate discount rate. There is inherenétdainty in these estimates as the assump
used are highly subjective and subject to chang@srasult of new operating data and economic #met conditions that impact our business.

In order to determine the value of oumomon stock for purposes of applying the Bl&#holes option pricing model, the enterprise v
was allocated among the holders of preferred samckcommon stock. The aggregate value of the constomk derived from application of 1
Black-Scholes option pricing model was then divithgdhe number of shares of common stock outstgnirmrrive at the per share value. The
per share value was then adjusted for a lack oketalbility discount which was determined basednenanalysis performed on the restricted
stock of companies whose unrestricted stock idyfteaded, as well as a put option model calcutatio

77




Table of Contents

We also utilize a probability-weightedpexted return method as a reasonableness cheakdate the fair value of our common stock
based on the methods discussed above. The remsvihgand expansion of our business in 2009, conebivith a continuing trend of general
improvement in the capital markets during the sasr@d, had provided us better visibility into tileslihood of a liquidity event transpiring in
the next one to two years. This probability-weighéxpected return method includes the followingste

. We estimate the timing of each possible liquidityomme and its future value. In our analysis, westdered potential liquidit
scenarios related to an initial public offeringgyshg private, a sale and bankruptcy. The antiegpdiming of a potential liquidit
event utilized in these valuations, such as afalrpublic offering of our common stock, was bageidharily on then current
plans and estimates of our board of directors aadagement.

. We determine the appropriate allocation of valuthtbocommon stockholders under each liquidity sdermsed on the righ
and preferences of each class of stock at that time

. The resulting value of common stock under eacha@eis multiplied by a present value factor, cédted based on our cost
equity and the expected timing of the event.

. The value of common stock is then multiplied byeatimated probability for each of the expected &/determined by our
management.
. We then calculate the probabi-weighted value per share of common stock and apfagk of marketability discour

The calculated fair values of our comrstock derived from the income approach, market@aagr and probability-weighted expected
return method were principally consistent througttbe years ended December 31, 2008 and 2009handrte months ended September 30,
2010.

Common Stock Valuations

The most significant factors considergabr board of directors in determining the failueaof our common stock at these valuation
dates were as follows:

February 2, 2009, February 24, 2009 and March 290®

. The most recent independent contemporaneous vahuatport as of December 31, 2008.

. The business enterprise value based on the incppreach decreased by $175 million to $600 milliorcs the previous
valuation date of September 15, 2008. This wagtal@ewide variety of variables in the valuation rablut was primarily drive
by a significant decline in the general economy tuthe financial crisis in the fourth quarter @3 and a resulting decline in
our business outlook.

. Discount rate applied was 15% based on the caémllaeighted average cost of capi
. Lack of marketability discount was determined ta26e4%.
. Probability-weighted expected return method scenambabilities—Based upon the prevailing busiragtook and an

uncertain economy, our management estimated a 8 public offering probability, a 30% sale oenger probability and a
30% probability that we would continue as a privedenpany. A bankruptcy scenario was deemed unli&etywas assigned a
10% probability.

April 16, 2009, May 12, 2009, June 9, 2009 and Jui¥ 200¢
. The most recent independent contemporaneous vatuaport as of March 31, 20C
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. The business enterprise value based on the incppreach increased by $50 million to $650 millionca the previous valuati
date. This was due to a wide variety of variabfethe valuation model but was primarily driven byiamprovement in the
confidence for our longer term outlook for our Gantt& Media revenue.

. Discount rate applied was 15% based on the catmllaeighted average cost of capital.
. Lack of marketability discount was determined ta206&56.
. Probability-weighted expected return method scenambabilities—Our management estimated a 30%aimgublic offering

probability, a 30% sale or merger probability ar@D&o probability that we would continue as a pvedmpany. A bankruptcy
scenario was deemed unlikely and was assigned gpt6Bability.

July 30, 2009 and September 16, 2009

. The most recent independent contemporaneous vahuaport as of June 30, 2009.

. The business enterprise value based on the incppreach increased by $75 million to $725 millioncs the previous valuati
date. This was due to a wide variety of variabtethe valuation model but was primarily driven byamtinued improvement in
the confidence for our outlook for our Content & dileerevenue based on our actual results in thenslegoarter of 2009.

. Discount rate applied was 15% based on the casnllaeighted average cost of capital.
. Lack of marketability discount was determined talBe6%.
. Probability-weighted expected return method scenarobabilities—Our management estimated a 50%almgublic offering

probability, a 20% sale or merger probability ar2D&o6 probability that we would continue as a prvadmpany. A bankruptcy
scenario was deemed unlikely and was assigned gptoBability.

November 5, 200

. The most recent independent contemporaneous vatuaport as of September 30, 2009.

. The business enterprise value based on the incppreach increased by $75 million to $800 millionca the previous valuati
date. This was due to a wide variety of variabfethe valuation model but was primarily driven bgcatinued improvement in
the confidence for our outlook for our Content & diierevenue based on increasing revenues and ¥ieldsour growing
investment in content.

. Discount rate applied was 14% based on the casmllaeighted average cost of capital, representigglaction of ont
percentage point from the previous valuation.

. Lack of marketability discount was determined talBe9%.
. Probability-weighted expected return method scenario probigs—Our management estimated a 50% initial public affe

probability, a 20% sale or merger probability ar2D&o6 probability that we would continue as a prevadmpany. A bankruptcy
scenario was deemed unlikely and was assigned gptoBability.

January 20, 2010, March 3, 2010, March 24, 2010 addrch 26, 2010

. The most recent independent contemporaneous vahuaport as of December 31, 20

. The business enterprise value based on the incppreach remained at $800 million unchanged sinegthkvious valuation
date. This was due to a wide variety of variabfethe valuation model but was primarily driven bgcatinued improvement in
the confidence for our
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May 4, 2010,

business model being offset by an increase in éggdeaperating costs needed to support our growirsgnkess.

Discount rate applied was 14% based on the casmllaeighted average cost of capital.

Lack of marketability discount was determined t®&% as it became apparent that the revenue grogritls throughout 20C
stemming from our increased investment in conteotided support for the current viability and fugysotential of our business
model. In addition, we expanded our relationshifhwaur customer network, such as USATODAY.com,dpldy some or all
parts of our platform across their websites, timgsdasing the scale of our business.

Probability-weighted expected return method scenardbabilities—Our management estimated a 50%almgublic offering
probability, a 20% sale or merger probability ar2?D&o6 probability that we would continue as a prvadmpany. A bankruptcy
scenario was deemed unlikely and was assigned gptoBability.

May 18, 2010 and June 11, 2(

The most recent independent contemporaneous vatuaport as of April 15, 2010.

The business enterprise value based on the incppreach increased by $130 million to $930 milliamce the previous
valuation date as the continued successful perfocmaf our business further increased the prolgtafian initial public
offering.

Discount rate applied was 13% based on the catmlilaeighted average cost of capital, representirglaction by one
percentage point from the previous valuation agptiential for an initial public offering continugd increase as our business
grew.

Lack of marketability discount was determined torb&%6, representing a decrease of 1.9 percentdges ffimm the previous
valuation.

Probability-weighted expected return method scenambabilities—Our management estimated a 70%aimgublic offering
probability (an increase from the previous valuatiy 20 percentage points), a 20% sale or mergdraility and a 5%
probability that we would continue as a private pamy. A bankruptcy scenario was deemed unlikelyvaas assigned a 5%
probability.

July 15, 2010, August 3, 2010 and August 27, 2010

The most recent independent contemporaneous vatuaport as of June 30, 20:

The business enterprise value based on the incothemarket approaches increased by $220 milliorLt@%5® million since th:
previous valuation date. The movement since theiqus valuation was primarily driven by an increésenfidence in our
projected revenue primarily stemming from bettamtlexpected performance of our Content & Mediaiserffering's revenue
throughout the six months ended June 30, 201Qydimad) branded advertising sales during the thresethsoended June 30, 2010
and progress in developing advertising relationshipd recurring revenue contracts in the precediogths following the
appointment of our Chief Revenue Officer in eai®l@, as well as a decrease in the discount ratéedfp our projected cash
flows described below.

Discount rate applied was 12% based on the catmlilaeighted average cost of capital, representirglaction by one
percentage point from the previous valuation pritpaiue to a decrease in the U.S. Treasury 20 lpead rate during the peric
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. Lack of marketability discount was determined tc6b&%, representing a decrease of 0.8 percentdges ffimm the previous
valuation due to the shorter expected time unélitfitial public offering.

. Probability-weighted expected return method scenambabilities—Our management estimated a 70%aingublic offering
probability, a 20% sale or merger probability arsP& probability that we would continue as a privedenpany. A bankruptcy
scenario was deemed unlikely and was assigned jarébability.

September 15, 2010, September 27, 2010, Octobe2®IQ, December 13, 2010, January 10, 2011 and g9, 2011

. The most recent independent contemporaneous vahuaport as of September 15, 2010.

. The business enterprise value based on the incothearket approaches increased by $175 milliorit8 8illion since the
previous valuation date representing the contirsdessful performance of, and increasing confidémoour business.
Specifically, this included increased confidenceim medium term revenue growth rates stemming tteerstrong performance
of content published in preceding periods. Accagtlinour analysis of actual results in the thircagar of 2010 provided greater
assurance over the progress in scaling our copteduction in late 2009 and early 2010, providisggueater confidence over
the medium term growth prospects of our contentisenffering. Additionally, the continued succaggierformance of our
business further increased the probability of atmainpublic offering thus reducing the company &ifie risk premium and
discount for lack of marketability.

. Discount rate applied was 12% based on the cadmllaeighted average cost of capital, as the inergathe U.S. Treasury
20 year bond rate since the date of the previolumtian was offset by a reduction in the compargcsic risk premium as we
assessed there to be an increased probability ioitai public offering.

. Lack of marketability discount was determined tol@%, representing a decrease of 2.6 percentdges ffimm the previous
valuation largely due to the shorter expected tionan initial public offering coupled with our assenent that there is a greater
probability of an initial public offering as welsahe sustained growth rates in 2010.

. Probability-weighted expected return method scenarbbabilities—our management estimated a 90%airmtiblic offering
probability (an increase from the previous valuatiy 20 percentage points) and a 4% sale or mergbability. The probabilit
that we would continue as a private company androgcy scenario were both deemed unlikely and wssigned a 5% and
1% probability, respectively. The probability of mmitial public offering increased between the J306¢ 2010 valuation and the
September 15, 2010 valuation as a result of oueased confidence that an initial public offeringuld be consummated given
the continued successful performance of, and is@mgaconfidence in, our business described above.

In April 2010 and in conjunction with tpeeparation of our consolidated financial statetsieme performed a retrospective analysis to
reassess the fair value of our common stock faareoption grants made during the year ended Dbee®il, 2009 and the three months el
March 31, 2010, for financial reporting purposelse Tetrospective analysis was largely a resulhefreassessed increase in the probability of
achieving a liquidity event under prevailing markenditions, such as an initial public offering &rares of our common stock. In addition, we
also considered the impact of certain limited affend transactions made by and between existinglsfiders and, at times, with certain
members of our management to exchange, sell asfamaur common stock during 2009 at values in exad our then-estimated fair value of
our shares. In conjunction with this retrospective
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analysis, we also considered a variety of objedive subjective factors over these periods, inolydiut not limited to contemporaneous
valuations of our common stock.

As a result of our retrospective valuatio April 2010 of our common stock during the yeaded December 31, 2009 and the three
months ended March 31, 2010, and for financial répg purposes, we recorded stock-based compensatjgense above the original
estimated fair values of our common stock for é¢erggiants made during the year ended December(®B and three months ended March 31,
2010. This resulted in additional stock based camsggon of $1 million and $1.2 million for the yesmded December 31, 2009 and nine
months ended September 30, 2010.

The table below highlights the stock op$ granted with the following exercise prices sgjoent to January 1, 2009.

Exercise

Price and
Estimated
Fair Value
Number of the Shares Retrospective  Intrinsic
Date of Grant of Shares at Date of Grant _Fair Value(1) Value(2)
February 2,

2009 179,25( $ 3.2C $ 48C $ 1.6C
February 24,

2009 167,61 3.2C 4.8( 1.6C
March 24,

2009 963,22° 3.2C 4.8C 1.6C
April 16,

2009 100,50( 3.3C 4.8¢€ 1.5€
May 12, 200¢ 5,00( 3.3C 4.8¢€ 1.5€
June 9, 20C

3) 3,150,00! 9.5C 4.8¢€ —
June 24, 200 76,50( 3.3C 4.8¢ 1.5€
July 30, 200¢ 144,75( 4.3( 5.54 1.24
September 1

2009 185,50( 4.9 5.94 1.04
November 5

2009 209,75( 5.3C 6.2C 0.9C
January 20,

2010 328,50( 6.7C 7.14 0.44
March 3,

2010 157,25( 7.7C 8.64 0.94
March 24,

2010 1,096,82! 7.7C 8.8¢ 1.1€
March 26,

2010(4) 200,00( 7.7C 8.8¢€ 1.1€
May 4, 201C 92,00( 9.74 9.74 —
May 18, 201( 179,00( 9.74 9.74 —
June 11, 201 69,25( 10.7¢ 10.7¢ —
July 15, 201( 125,50( 11.5C 11.5C —
August 3,

2010(5) 2,375,00! 18.0( 12.92 —
August 3,

2010(5) 1,150,001 24.0( 12.92 —
August 3,

2010(5) 1,150,001 30.0( 12.92 —
August 3,

2010(5) 1,150,001 36.0( 12.92 —
August 27,

2010 236,50( 13.9¢ 13.9¢ —
September 1

2010 82,25( 14.7¢ 14.7¢ —
September 2

2010 118,00( 15.2¢ 15.2¢ —
October 27

2010(6) 131,00( 15.3¢ 15.3¢ —
December 1%

2010 163,75( 16.0(C 16.0(C —
January 10,

2011 37,50( 16.0( 16.0C —



January 19,
2011(7) 179,81: 16.0C 16.0(C —

1) Represents our retrospective fair value assessm@or common stock throughout the year ended
December 31, 2009 and three months ended Marc®030, performed in April 2010. Represents the fair
value of our common stock on the grant date fontgranade after March 31, 201
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@

©)

(4)

®)

(6)

)

Represents the difference between the exercise and the retrospective fair value assessmentrof ou
common stock for grants made prior to March 31,0201

The June 9, 2009 grants were made to certain masnoibeenior management where the exercise price wa:s
intentionally set by the board of directors at @@above the-then estimated fair value of theeshar

In addition, on this date, our board of directoranged 200,000 restricted stock awards at an egthfair
value of $8.86 per share.

The August 3, 2010 grants were made to certain reesrtf senior management with the exercise prices
intentionally set by the board of directors at m@above the-then estimated fair value of theeshar

In addition, on this date, our board of directorarged 12,500 restricted stock units at an estidnizie
value of $15.36 per share.

In addition, on this date, our board of directorarged 42,500 restricted stock units at an estidnkzie
value of $16.00 per shai

We believe consideration of the factarsatibed above by our board of directors was aoredde approach to estimating the fair valu
our common stock for those periods. Determiningféiirevalue of our common stock requires compled aabjective judgments, however, and
there is inherent uncertainty in our estimate of\falue.

Based upon the initial public offeringager of $17.00 per share, the aggregate intrindigevaf outstanding stock options as of
September 30, 2010 was $147.6 million, of which.$@tillion related to vested options and $86.3inmillrelated to unvested options.
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Results of Operations

The following tables set forth our reswdf operations for the periods presented. Thegden-period comparison of financial results is
not necessarily indicative of future results.

Nine Months Nine Months ended
ended Year ended December 31 September 30,
December 31,
2007 2008(3) 2009(3) 2009(3) 2010
(in thousands)
Revenue:! $ 102,29 $170,25( $ 198,45. $ 142,96' $ 179,35
Operating expenses(1)(:
Service costs (exclusive
amortization of intangible
assets 57,83: 98,18¢ 114,53¢ 82,99¢ 95,20¢
Sales and marketir 3,601 15,31( 20,04 14,37+ 16,80¢
Product developmel 10,96¢ 14,25: 21,651 15,40¢ 19,13¢
General and administrati 19,58« 28,07( 28,47¢ 21,19 27,03t
Amortization of intangible asse 17,39 33,20¢ 32,15: 24,25¢ 24,48:
Total operating expens: 109,37¢ 189,02( 216,86¢ 158,22¢ 182,66°
Loss from operation (7,080 (18,770 (18,416 (15,269 (3,310
Other income (expens
Interest incom 1,41t 1,63¢ 494 28t 19
Interest expens (1,245 (2,137 (1,759 (1,50¢) (517)
Other income (expense), r (999) (250) (19 ()] (164
Total other expens (829 (745) (1,289 (1,225 (662)
Loss before income tax (7,910  (29,51H (19,700 (16,489 (3,979
Income tax (benefit) provisic (2,297 (4,612) 2,771 2,04¢ 2,38
Net loss (5,617 (14,909 (22,47)  (18,53¢) (6,359
Cumulative preferred stock
dividends (14,059 (28,209 (30,849 (22,859 (24,649
Net loss attributable to commu
shareholder $ (19,67¢ $ (43,11) $ (53,319 $ (41,399 $ (31,009
(1) Depreciation expense included in the abime
items
Service cos $ 2,581% 8,15¢ $ 11,88:$ 8,43t $ 10,42«
Sales and marketi 42 94 184 137 12¢
Product developme 50¢ 1,094 1,43¢ 1,03¢ 99¢
General and administrat 458 1,16C 1,46: 1,03: 1,41%
Total depreciation expe! $ 3,59($ 10,50¢ $ 14,96: $ 10,63° $ 12,96:

(2) Stoc-based compensation included in the ak

line items:
Service cos $ 52% 53z % 527 % 381% 663
Sales and marketir 241 1,52¢ 1,611 1,10¢ 1,621
Product developme 504 87t 1,50¢ 1,14¢ 1,21¢
General and administratiy 2,87 3,031 4,094 3,10¢ 3,64:
Total sto-based compensatic $ 3,67($ 5,97($ 7,73¢$ 5,741% 7,14:
3) Results for the years ended December 31, 2008 @d@ &d the nine months ended September 30, 20@9leen revised to correct for immaterial errors

relating to an international tax return, the apgtiien of certain expected federal deferred incomxebenefits and the application of a forfeiturerassumption
associated with sto-based compensation expense. See note 2 to thelidatesd financial statement
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As a percentage of revenue:

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
Revenue: 100.(% 100.(% 100.% 100.% 100.(%
Operating expense
Service costs (exclusive of amortizatic
of intangible asset: 56.5% 57.7% 57.7% 58.1% 53.1%
Sales and marketir 3.5% 9.C% 10.1%  10.1% 9.4%
Product developmel 10.7% 84% 10.% 10.8% 10.7%
General and administrati\ 19.1% 16.52% 148 14.% 15.1%
Amortization of intangible asse 17.1% 19.2% 16.2% 17.(% 13.¢%
Total operating expens 106.9% 111.(% 109.2% 110.7% 101.&%
Loss from operation 6.9% (11.0% (9.9% (10.)% (1.9%
Other income (expens
Interest incom 1.4% 1.C% 0.2% 0.2% 0.C%
Interest expens 12% (13d% (0.9% ((@1.)% (0.9%
Other income (expense), r (1.0% (0.29% (0.0% 0% (0.)%
Total other expens 0.8% (©0.5% (0.6% (0.9% (0.9%
Loss before income tax 7.0% (11.59% (9.9% (11.5% (2.2%
Income tax (benefit) provisic 229% 2.7% 1.4% 1.4% 1.2%
Net Loss 5.5% B.9% (11.9% (13.0% ((3.5)%
Nine Months ended September 30, 2009 and 2010
Revenues
Revenues by service line were as follows:
Nine Months ended
September 30,
2009 2010 % Change
(in thousands)
Content & Media
Owned and operated websi $ 51,64¢ $ 75,98: 47%
Network of customer websitt 23,99: 30,12¢ 26%
Total Content & Medi: 75,64 106,10¢ 40%
Registrat 67,32¢ 73,24¢ 9%
Total revenue $ 142,96! $ 179,35’ 25%
Content & Media Revenue
. Owned and operated website€ontent & Media revenue from our owned and operatebsites increased by $24.4 million, or

47% to $76.0 million for the nine months ended 8eiter 30, 2010, as compared to $51.6 million fenyiear ago period. The
increase was primarily due to growth in page viewd RPMs driven primarily from publishing our camtéo our owned and
operated websites. Page views increased by 20%,5t0 billion page views in the nine months endegt&mber 30, 2009 to
6.0 billion page views in the nine months endedt&eper 30, 2010. RPMs increased by 22% from $1i0.83% nine months
ended September 30, 2009 to $12.60 in the ninelmartded September 30, 2010. The increase in RRgpmmarily
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attributable to a larger percentage of page viesisgorepresented by eHow which has a higher RPM tthe weighted average
of our other owned and operated properties. InteidiRPM growth was driven by increased displayeatising revenue sold
directly through our sales force during the firstenmonths of 2010 as compared to the same parigd0d9. On average, our
direct display advertising sales generate highévi®Rthan display advertising we deliver from our edising networks, such as
Google.

. Network of Customer Websitc Content & Media revenue from our network of casén websites for the nine months en
September 30, 2010 increased by $6.1 million or 26%30.1 million, as compared to $24.0 million fbe year ago period. The
increase was due to growth in page views on ouomer websites. Page views increased by 26%, frdnbillion page views i
the nine months ended September 30, 2009 to 9i@hilage views in the nine months ended Septed®e2010, driven
primarily from growth in our social media custonbese. RPMs remained relatively consistent from%$2he nine months
ended September 30, 2009 to $3.24 in the nine rmanttled September 30, 2010, which reflected decimadvertising yields
on undeveloped customer websites, being offsetgigrby increased content RPMs, due to improveddd on video advertisi
on YouTube.

Registrar Revenue. Registrar revenue for the nine months endedeSdper 30, 2010 increased $5.9 million or 9%, t8.illion as
compared to $67.3 million for the same period i620T he increase was primarily due to an increaslwmain registrations from the addition
of certain large volume domain customers, an irsgdanumber of renewals and growth in vadaleled services, offset partially by a decrea:s
average revenue per domain due to the timing df oeceipts associated with our growth in certaimdins occurring towards the end of the
third quarter 2010 being deferred until such domaire renewed. The number of domains increasemhillién or 18% to 10.6 million at
September 30, 2010, as compared to 9.0 milliorepteSnber 30, 2010. Our average revenue per domained relatively flat at $9.93 duri
the nine months ended September 30, 2010 as codme$d 0.04 for the same period in 2009.

Operating Expenses

Operating costs and expenses were asvgil

Nine Months
ended September 30,
2009 2010 % Change
(in thousands)
Service cost $ 82,998 $ 95,20¢ 15%
Sales and marketir 14,37¢ 16,80¢ 17%
Product developmel 15,40¢ 19,13¢ 24%
General and administrati\ 21,197 27,03t 28%
Amortization of intangible asse 24,25¢ 24,48: 1%

Service Costs. Service costs for the nine months ended Sepef) 2010 increased by $12.2 million or 15% t6.89nillion, as
compared to $83.0 million in the year-ago periolde Thcrease was primarily due to a $2.9 milliorréase in registry fees due to the growth in
domain name registrations and related revenuestbgesame period, a $1.9 million increase in TASuleng from an increase in undeveloped
website customers, and related revenue, a $2.wmiiicrease in depreciation expense of technossgets required to manage the growth of
our Internet traffic, data centers, advertising dothain registration transactions, and new prodaistsservices and a $1.6 million increase in
personnel and related costs due to increased loesd. As a percentage of revenues, service costeased 500 basis points to 53.1% for the
nine months ended September 30, 2010 from 58.1%gltive same period in 2009 due primarily to Coh&Media revenues representing a
higher percentage of total revenues during the miosths ended September 30, 2010 as compared sante period in 2009.
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Sales and Marketing. Sales and marketing expenses for the nine martted September 30, 2010 increased by $2.4 mdlid 7% tc
$16.8 million, as compared to $14.4 million in tfear ago period. The increase was primarily due$a4.5 million increase in personnel costs
related to growing our direct advertising salesrte@ad an increase in sales commissions as compmatied same period of 2009, as well as a
$0.5 million related increase in stock-based corspton expense due to additional stock optionstgcato our employees. As a percentage of
revenue, sales and marketing expense decreaseaxsis0pbints to 9.4% during the nine months endgdeBser 30, 2010 from 10.1% during
the same period in 2009.

Product Development. Product development expenses increased byn§iBi@n or 24% to $19.1 million during the nine ntbs ended
September 30, 2010, as compared to $15.4 millighéryear ago period. The increase was largelyt@approximately a $3.0 million increase
in personnel and related costs, net of internakscoepitalized as internal software developmenfytiher develop our platform, our owned and
operated websites, and to support and grow oursRagproduct and service offerings. As a percentfgevenue, product development
expense decreased 10 basis points to 10.7% dinéngite months ended September 30, 2010 from 188%g the same period in 2009.

General and Administrative. General and administrative expenses for the mionths ended September 30, 2010 increased by
$5.8 million or 28% to $27.0 million as comparedpil.2 million in the year ago period. The increass due primarily to a $3.8 million
increase in personnel costs to support the growtur business and professional fees related tpuhilic company readiness efforts, a
$0.5 million increase in stock-based compensatiquerse and a $0.4 million increase in rent expérsadditional office space to support our
growth. The increase in stock based compensatiparese was due to additional employee stock optiantg made during the nine months
ended September 30, 2010, coupled with an incrgdsinmarket value for new grants of common stowdde over the same period. As a
percentage of revenue, general and administratiperese increased 30 basis points to 15.1% duringitte months ended September 30, 2010
from 14.8% as compared to the same period in 2009.

Amortization of Intangibles. Amortization expense for the nine months erBegtember 30, 2010 increased by $0.2 million ortd %
$24.5 million as compared to $24.3 million in theay ago period. The movement included a $5.2 millierease in amortization of content
to our growing investment in our content. Largefffgetting this increase was a $2.9 million decréasemortization of our identifiable
intangible assets acquired in business combinatiodsa $1.9 million decrease in amortization of wntieveloped websites largely due to
reduced investments in undeveloped websites initteemonths ended September 30, 2010 compared& 28 a percentage of revenue,
amortization of intangibles decreased 330 basistpdd 13.6% during the nine months ended SepteBhe2010 from 17.0% during the same
period in 2009 as a result of the increase in regeand the factors listed above.

Interest Income. Interest income for the nine months ended $eipée 30, 2010 decreased by $0.3 million to appraxéty $19,000 as
compared to $0.3 million in the year ago periode Tlecrease in interest income was a result ofivelgthigher returns on our cash and short-
term investment balances during 2009, coupled higher average cash balances during the first mioeths of 2009.

Interest Expense. Interest expense for the nine months endede8dgEr 30, 2010 decreased by $1.0 million or 66%0t6 million as
compared to $1.5 million in the year ago periode Tlecrease in our interest expense was primaréguat of lower average debt balances ir
first nine months of 2010 as compared to 2009difiteon, we issued $10.0 million in unsecured presory notes in conjunction with the
acquisition of our social media tools business réh 2008, which were repaid in full in April 2008terest expense related to these
promissory notes was approximately $0.2 millior2@09.
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Income Tax (Benefit) Provision. During the nine months ended September 30, 260892010, we recorded an income tax provision of
$2.0 million and $2.4 million, respectively. Theopision in both periods primarily reflects the &axortization of deductible goodwill, the
ultimate realization of which is uncertain and time$ available to assure the realization of detetax assets. Had we been able to offset our
deferred tax assets with the tax amortization aatet with our goodwill, our effective tax rate andome tax provision would have been
insignificant as a result of our valuation allowarduring the nine months ended September 30, 2002@10. We reduce our deferred tax
assets by a valuation allowance, and if based ®@mw#ight of the available evidence, it is moreljiikiban not our deferred tax assets will not be
realized.

Nine Months ended December 31, 2007 and Years endedcember 31, 2008 and 2009
Revenues

Revenues by service line were as follows:

Nine Months % Change
ended Year ended December 31 (2007 (2008

December 31, to to
2007 2008 2009 2008) 2009)

(in thousands)

Content & Media

Owned and operated websi $ 35,437 $ 62,83: $ 73,20¢ 7% 1%
Network of customer websitt 13,90¢ 21,98¢ 34,51 58% 57%
Total Content & Medi: 49,34 84,82 107,71 72%  27%
Registral 52,95 85,42¢ 90,73¢ 61% 6%
Total revenue $ 102,29 $ 170,25( $ 198,45: 66% 17%

Content & Media Revenue from Owned andeBgted Websites

. 2009 compared to 2008Content & Media revenue from our owned and ogeratebsites increased by $10.4 million, or 17¢
$73.2 million for the year ended December 31, 2@08pared to $62.8 million for the same period00& The year over year
increase was largely due to increased page viewss ta a lesser extent RPMs. Page views on our @wnd operated websites
increased by 15%, from 5.9 billion page views ia ylear ended December 31, 2008 to 6.8 billion péges in the year ended
December 31, 2009. The increase in page views wapdmarily to increased publishing of our platfiocontent on our owned
and operated websites offset by a decrease in\pags from certain owned and operated websitesatehot heavily
dependent upon our platform content, such as cegtatertainment web properties. RPMs on our owmeldogerated websites
increased slightly by 1%, from $10.56 in the yazdledd December 31, 2008 to $10.69 in the year eDdeeémber 31, 2009. The
overall increase in RPMs was primarily attributatnléhe overall increase in page views on eHowgchvihias higher RPMs than
the weighted average of our other owned and opkradbsites, offset by decreased RPMs on the matietizof our
undeveloped websites, which was largely due toalvdeclines in advertising yields from our advartg providers.

. 2008 compared to 2007 Content & Media revenue from our owned and ogeratebsites increased by $27.4 million, or 77¢
$62.8 million for the year ended December 31, 2@0&)pared to $35.4 million for the nine months ehBecember 31, 2007.
While the increase was largely due to non-comparpétiods (twelve months in 2008 as compared te mianths in 2007), the
period to period increase was also due to highge péews and RPMs on our owned and operated web§itge views on our
owned and operated websites increased by
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2.4 billion or 71%, from 3.5 billion pages viewedthe nine months ended December 31, 2007 to Bi@nbpages viewed in the
year ended December 31, 2008, combined with a 4%ase in RPMs from $10.18 in the nine months emks®mber 31, 20(
to $10.56 in the year ended December 31, 2008irkease in page views was due primarily to thi tfacomparability for the
nine months in 2007 compared to a full year in 200& increase in RPMs was largely due to increpsge views on our
owned and operated properties, coupled with impt@ayertising yields on our undeveloped websites.

Content & Media Revenue from Network ofiftomer Websites

. 2009 compared to 200 Content & Media revenue from our network of castéo websites for the year ended Decembe
2009 increased by $12.5 million or 57% to $34.8ianl as compared to $22.0 million in the samegxkin 2008. The increase
was largely due to growth in page views, offsetliecline in RPMs. Page views on our network ofaraer websites increased
by 4.6 billion or 84%, from 5.4 billion page viewsthe year ended December 31, 2008 to 10.0 biffiages viewed in the year
ended December 31, 2009. The increase in page wawslue to the acquisition of Pluck in March 200Bich resulted in the
inclusion of page views from our social media costo base for approximately ten months for the yealed December 31, 2(
compared to a full year in 2009, and the subsequrentth of publishers adopting our social medialigpfions. RPMs decreas
15% from $4.04 in the year ended December 31, 20@3.45 in the year ended December 31, 2009. €heedse in RPMs was
largely due to overall declines in advertising ggefrom our advertising providers relating to oustomers' undeveloped
websites.

. 2008 compared to 2007 Content & Media revenue from our network of cas¢o websites increased by $8.1 million, or 58% to
$22.0 million for the year ended December 31, 2@88&ompared to $13.9 million for the nine monthdezl December 31,
2007. The increase in dollars was largely due to-caumparable periods (twelve months in 2008 as esetpto nine months in
2007) and the contribution of $6.9 million in adaiital revenue from the Pluck acquisition that waspleted in March 2008.
Largely, as a result of this acquisition, page \@@m our network of customer websites grew by Bli®ih page views, from
108 million page views in the nine months endedebawmer 31, 2007 to 5.4 billion page views in therysaled December 31,
2008. Offsetting our growth in page views was argase in RPMs from $129.06 in the nine months eilmber 31, 2007
$4.04 in the year ended December 31, 2008. Thesdserin RPMs was largely due to a higher mix oepagws from our socii
media customers in 2008, which have significardlydr RPMs on average than our undeveloped websites.

Registrar Revenue

. 2009 compared to 200 Registrar revenue for the year ended Decembe2®19 increased $5.3 million or 6%, to $90.7 mill
compared to $85.4 million for the same period i0&0The increase was largely due to an increadenmins, due in large part
to an increased number of domain renewal registratin 2009 compared to 2008, coupled with a sligtrease in our average
revenue per domain. The number of domain registratincreased 0.3 million or 3% to 9.1 million chgrithe year ended
December 31, 2009 as compared to 0.3 million otd®8 million during the same period in 2008. @Querage revenue per
domain increased slightly by $0.26 or 3% to $1@lafing the year ended December 31, 2009 from $9.8% same period in
2008 largely due to price increases effected byregistry partners and increased sales of valuedaddrvices.

. 2008 compared to 2007 Registrar revenue for the year ended Decembe2@®18 increased $32.4 million or 61%, to

$85.4 million compared to $53.0 million during thiee months ended December 31, 2007. While the#ser in dollars was
largely due to non-comparable periods
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(twelve months in 2008 as compared to nine momtt&H07), the period to period increase was alsaaaesmaller amount of
non-cash purchase accounting adjustment and agaigeiin domains and average revenue per domainaibDsincreased

0.3 million or 4%, to 8.8 million during the yeamaed December 31, 2008 from 8.5 million duringiiree months ended
December 31, 2007. Our average revenue per domaieased by $1.24 or 14% to $9.85 during the yeded December 31,
2008 from $8.61 in the nine months ended Decembge?@07 largely due to price increases effectedunyregistry partners and
increased sales of value-added services.

Cost and Expenses

Operating costs and expenses were asvgil

Nine Months % Change
ended Year ended December 31, (2007 (2008

December 31, to to
2007 2008 2009 2008) 2009)

(in thousands)
Service costs (exclusive of amortizati

of intangible asset: $ 57,83 $ 98,18: $ 114,53t 7% 17%
Sales and marketir 3,601 15,31( 20,04+ 325%  31%
Product developmel 10,96¢ 14,25 21,65: 30% 52%
General and administrati\ 19,58 28,07( 28,47¢ 43% 1%
Amortization of intangible asse 17,39: 33,20« 32,15: 91% (%

Service Costs

. 2009 compared to 200 Service costs for the year ended December 319 RaBeased by approximately $16.3 million or 1
to $114.5 million compared to $98.2 million in th@me period in 2008. The increase was largely daeb?2.9 million increase
domain registry fees associated with our growtiamain registrations and related revenue overaheeseriod, a $2.9 million
increase in TAC due to an increase in undevelopsusite customers and related revenue over the gariwal, a $1.7 million
increase in direct costs associated with operatinghetwork, a $1.7 million increase in revenuershlyments and a
$3.7 million increase in depreciation expense dfit®logy assets purchased in the prior and cupembds required to manage
the growth of our Internet traffic, data centedyextising transactions, domain registrations a@a products and services. As a
percentage of revenues, service costs remainedtftat. 7% in 2009 compared to 2008 largely dué¢arévenue growth from
our owned and operated websites, which decreaseideseosts as a percentage of revenue, offsetdyevenue growth from
our undeveloped website customers, which resuftetightly higher TAC as a percentage of our rexem2009 compared to
2008.

. 2008 compared to 200 Service costs for the year ended December 38 R@deased by approximately $40.4 million or 7
to $98.2 million compared to $57.8 million for thme months ended December 31, 2007. The increaselso due to non-
comparable periods (twelve months in 2008 as coetptar nine months in 2007) and due to the acqoisitf Pluck in March
2008. As a percentage of revenue, service costsased 120 basis points to 57.7% during the yededbecember 31, 2008
compared to 56.5% during the nine months endedrleeg 31 2007, largely as a result of higher TA@ @&rcentage of our
overall revenue during the nine months ended Deee®b, 2007 compared to the year ended Decemb&088,
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Sales and Marketing

. 2009 compared to 2008Sales and marketing expenses increased 31% bndHion to $20.0 million for the year ended
December 31, 2009 from $15.3 million for the saragqa in 2008. The increase was largely due to.8 Bgllion increase in
personnel costs related to growing our direct dthing sales team and an increase in sales conungsioupled with a
$1.5 million increase in marketing and advertisixgense for our owned and operated properties08 20mpared to 2008. As
a percentage of revenue, sales and marketing eepémseased by 110 basis points from 9.0% duliag/ear ended
December 31, 2008 to 10.1% during the year endegmber 31, 2009 largely due to the above-discugsagith of our sales
personnel and advertising costs.

. 2008 compared to 200 Sales and marketing expenses for the year endedriber 31, 2008 increased by approxime
$11.7 million or 325% to $15.3 million compared®®.6 million for the nine months ended December2BD7. While the
increase was partially due to non-comparable perjwielve months in 2008 as compared to nine mdnt@607), the primary
increases were increased sales personnel assogittietie acquisition of Pluck in March 2008 (naieparable to 2007) and
increased expenses associated with growing outtditkvertising sales team in 2008. As a percertégevenues, sales and
marketing expenses increased by 550 basis poi®®% during the year ended December 31, 2008 cardpta 3.5% during tt
nine months ended December, 31 2007 largely dtleetabove-discussed growth of our sales persoimeaicaof our direct
advertising sales initiatives, which were in tHeginning phase in 2008.

Product Development

. 2009 compared to 200 Product development expenses increased by $Tidnmar 52% to $21.7 million during the year en
December 31, 2009 compared to $14.3 million instw@e period in 2008. The year-over-year increaselavgely due to
approximately $6.1 million increase in personnel azlated costs, net of internal costs capitalegthternal software
development, to further develop our platform, owned and operated websites, and to support and guoRegistrar product
and service offerings. As a percentage of reveprggiuct development expenses increased 250 basis po 10.9% during the
year ended December 31, 2009 compared to 8.4%gdtimnsame period in 2008.

. 2008 compared to 200 Product development expenses for the year endedrbber 31, 2008 increased by approxime
$3.3 million or 30% to $14.3 million compared tol¥1 million for the nine months ended December28D7. While the
increase was largely due to non-comparable pefiaddve months in 2008 as compared to nine momtl2)07), the increase
was also due to increased personnel costs relamgpporting and developing the growth of curremt future offerings, some
which were ahead of our growth in revenues duttirgrtine months ended December 31, 2007. As a gageof revenues,
product development expenses decreased by 230dmasis to 8.4% during the year ended Decembe2@a8 compared to
10.7% during the nine months ended December 317.200

General and Administrative

. 2009 compared to 200 General and administrative expenses increas&t ldymillion or 1% to $28.5 million during the ye
ended December 31, 2009 compared to $28.1 millicgheé same period in 2008. The increase was ladyedyto increases in
personnel costs of $0.9 million and facilities-tethexpenses of $0.6 million offset by decreasek0af million in our bad debt
expense due to improved cash collections and ttiesion of a $0.6 million gain on sale of one of aaquired website
properties as a reduction to general and admitiigraxpenses. As a
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percentage of revenue, general and administratigts decreased 210 basis points to 14.4% duringettieended December 31,
2009 compared to 16.5% during the same period @320

. 2008 compared to 200 General and administrative expenses for the geded December 31, 2008 increased by approxin
$8.5 million or 43% to $28.1 million compared tod¥ million for the nine months ended December28D7. While the
increase was largely due to non-comparable pefiaddve months in 2008 as compared to nine momtl2)07), the increase
was also attributable to higher personnel costdljtias and depreciation expense during the yeded 2008 compared to the
nine months ended December 31, 2007 primarily dssacwith supporting the companywide growth duting year ended
December 31, 2008. As a percentage of revenuerageared administrative expenses decreased by 266 paints to 16.5%
during the year ended December 31, 2008 comparg8.1846 during the nine months ended December 317.20

Amortization of Intangibles

. 2009 compared to 2008 Amortization expense for the year ended DecerBbeP009 decreased by $1.0 million or 3% to
$32.2 million compared to $33.2 million in the sapggiod in 2008. The decrease was due to a $1lBmdecrease in
amortization of our identifiable intangible assatsjuired in business combinations as a result dfusiness acquisition activiti
in 2009 compared to prior years, and a $1.4 millenrease in amortization of our undeveloped websitrgely due to reduced
investments in undeveloped websites in 2009 condar@008. Offsetting these decreases was a $2ibnrincrease in
amortization of content due to our growing investiria our platform. As a percentage of revenue, rimadion of intangible
assets decreased 330 basis points to 16.2% dhengear ended December 31, 2009 compared to 1usgdhe same period
in 2008.

. 2008 compared to 2007 Amortization expense for the year ended DecerBbeP008 increased by $15.8 million or 91% to
$33.2 million compared to $17.4 million during thiee months ended December 31, 2007. The increasdangely due to non-
comparable periods (twelve months in 2008 as coetptr nine months in 2007), and included increa$&8.5 million in
amortization of our identifiable intangible assatsjuired in business combinations, $5.1 millioanmortization of our
undeveloped websites and a $2.2 million increasariortization of content. As a percentage of reeeamortization of
intangible assets increased 250 basis points &/d 8uring the year ended December 31, 2009 comparet.0% during the
nine months ended December 31, 2007.

Interest Income

. 2009 compared to 200 Interest income for the year ended December @19 2lecreased by $1.1 million or 70%
$0.5 million compared to $1.6 million in the samezipd in 2008. The decrease in our interest incdoreng the year ended
December 31, 2009 was a result of our receivingdrigeturns on our cash and short-term investmadanhbes during the year
ended December 31, 2008, coupled with higher agetagh balances during the year ended Decemb26088,as a result of o
decision to pay down $45.0 million on our revolviinge of credit throughout 2009.

. 2008 compared to 200 Interest income for the year ended December @48 Increased by $0.2 million or 16% to $1.6 mill

compared to $1.4 million during the nine monthseehBecember 31, 2007. The increase in dollars argely due to non-
comparable periods (twelve months in 2008 as coetper nine months in 2007).
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Interest Expense

. 2009 compared to 2008Interest expense for the year ended Decembe&(®B, decreased by $0.3 million or 17% to
$1.8 million compared to $2.1 million in the sameipd in 2008. The decrease in our interest expdnsgag the year ended
December 31, 2009 was primarily a result of lowesgrall interest rates associated with our revoldregdit facility throughout
the year ended December 31, 2009 compared to e gariod in 2008. In addition, we issued $10 wnillin unsecured
promissory notes in conjunction with the acquisitaf Pluck in March 2008, which were repaid in fiallApril 2009. Interest
expense related to these promissory notes wasappately $0.6 million in 2008 compared to $0.2 mitl in 2009.

. 2008 compared to 200 Interest expense for the year ended Decembe&(®B increased by $0.9 million or 71%
$2.1 million compared to $1.2 million during thenaimonths ended December 31, 2007. The increaskma$y due to non-
comparable periods (twelve months in 2008 as coetper nine months in 2007), and a higher averabelmdance under our
revolving credit facility during the year ended Bewer 31, 2008 compared to the nine months endedriteer 31, 2007.

Other Income (Expense), Net

. 2009 compared to 20080ther income (expenses), net for the year endaxkimbber 31, 2009 decreased by $0.2 million or 92%
to less than $0.1 million compared to $0.3 millinrthe same period in 2008. The decrease in otfvanie (expense) net during
the year ended December 31, 2009 was primarilgatref $0.2 million in lower overall transactioaigs and losses on
settlements of international receivables and ameqapately $0.2 million decrease in the impact b&cges in the fair value
associated with our preferred warrant outstandin?0io8 and 2009, offset by one time write-down oégain investments in
2008 of $0.3 million.

. 2008 compared to 2007 0Other expenses for the year ended December B8, @fcreased by $0.7 million or 75% to $0.3 mil
compared to $1.0 million during the nine monthseshBecember 31, 2007. The decrease was primardgudt of approximate
$0.6 million of higher write-downs of certain inveents during the nine months ended December 37, 26 compared to the
year ended December 31, 2008.

Income Tax (Benefit) Provision

. 2009 compared to 200 During the year ended December 31, 2009, we decban income tax provision of $2.8 milli
compared to an income tax benefit of $4.6 millieming the same period in 2008, representing a 8ifllibn year-over-year
increase despite no significant changes in our gear year operating losses before income taxes $7h¥ million increase was
largely due to a change in our valuation allowamndach increased by $8.7 million from $2.7 millidaring the year ended
December 31, 2008, to $11.4 million in the saméoplein 2009, primarily as a result of increasesénh deferred tax assets,
which includes the impact of tax amortization ofidetible goodwill, the ultimate realization of whics uncertain and thus not
available to assure the realization of deferredatesets. The increase in the corresponding vatuatiowance was partially
offset by movements in state deferred tax balaasesresult of changes in state tax laws and tinep@oy's state tax footprint
from acquisitions impacting state apportionmen¢gat

. 2008 compared to 200 Income tax benefit for the year ended DecembeRBQ@8 increased by $2.3 million or 100%
$4.6 million compared to $2.3 million during thexaimonths ended December 31, 2007. While the isereas largely due to
non-comparable periods (twelve months in 2008 aspeved to nine months in 2007), the period to gkincrease was also a
result of higher losses before income taxes, rieguibh higher income tax benefit during the yeaslesh December 31, 2008
compared to the nine months ended December 31, 2804 percentage of losses before income taxesira tax benefits
recognized in the 2008 and 2007 periods were ajipaigly 24% and 29%, respectively.
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Quarterly Results of Operations

The following unaudited quarterly condalied statements of operations for the quartettseilyear ended December 31, 2009 and the
nine months ended September 30, 2010, have beparpteon a basis consistent with our audited caleteld annual financial statements, and
include, in the opinion of management, all norneglurring adjustments necessary for the fair stat¢wiethe financial information contained
those statements. The period-to-period compari§dinancial results is not necessarily indicatidudure results and should be read in
conjunction with our consolidated annual finansi@tements and the related notes included elsewhé#rnes prospectus.

Quarter ended,
March 31, June 30, September 30 December 31 March 31, June 30, September 30
2009(6) 2009(6) 2009(6) 2009(6) 2010 2010 2010
(in thousands, except per share date

Revenues
Content &
Media:
Owned and
operated
websites $ 1537 $ 16,82 $ 19,45; $ 21558 $ 2093« $ 2570: $ 29,34¢
Network
websites 6,721 8,13t 9,13¢ 10,52: 9,26¢ 10,39: 10,47:
Total Content &
Media 22,09t 24,95¢ 28,59( 32,07¢ 30,19¢ 36,09! 39,817
Registrai 21,86¢ 22,35¢ 23,10z 23,41 23,44¢ 24,26 25,53¢
Total
revenue 43,95¢ 47,31« 51,69 55,481 53,641 60,35¢ 65,35¢
Operating
expenses(1)(2
Service costs
(exclusive
of
amortizatior
of intangible
assets)(3 26,04¢ 27,31« 29,63: 31,54 30,16¢ 31,57 33,47«
Sales and
marketing 4,59¢ 4,63: 5,14: 5,67( 4,751 5,64t 6,40¢
Product
developmer 4,99¢ 4,932 5,47¢ 6,24¢ 6,032 6,48: 6,622
General and
administrati 7,30z 6,81: 7,082 7,28: 7,97¢ 9,46: 9,59t
Amortization
of intangible
assett 8,27¢ 8,15¢ 7,828 7,89¢ 7,93t 8,23¢ 8,30¢
Total
operating
expense 51,22% 51,84¢ 55,16( 58,64( 56,86( 61,39¢ 64,40¢
Income (loss) fror
operations (7,264 (4,53)) (3,46¢) (3,159 (3,213 (1,043) 94¢€
Other income
(expense
Interest incom 13¢ 84 62 20¢ 8 3 8
Interest
expense (65¢) (481) (369 (251) (181) (16€) (16€)
Other income
(expense),
net (115 aLilE ) a7) (29) (109) (36)
Total other
expense (634) (282) (309 (59) (192 (274) (19¢)

Income (loss)

before income

taxes (7,899 (4,819 3,779 (3,219 (3,405 (1,319 75C
Income tax

provision 1,04¢ 644 35€ 72% 717 61C 1,05¢
Net loss (8,94¢) (5,457) (4,137 (3,935 (4,127 (1,927) (30%)
Cumulative

preferred stock

dividends (7,399 (7,617) (7,847 (7,990 (7,967 (8,247) (8,447)
Net loss

attributable to

common

stockholdel $ (16,34) $ (13,079 $ (11,976 $ (11,929 $ (12,089 $ (10,170 $ (8,749

Net loss per shar
Basic and
diluted $ 1eny s (@21 % (1.09 $ 0.9¢) $ 099 $ (0.7 $ (0.69)

Weighted average
shares
outstanding(4)
(5):
Basic and
diluted 10,14 10,81¢ 11,49¢ 12,15¢ 12,87¢ 13,48: 13,69¢




1) Depreciatic
expense
included
in the
above line
items:
Service cost $ 258¢ $ 2,80 $ 3,04 $ 3447 $ 334: $ 348 $ 3,59¢
Sales and
marketing 42 48 47 47 41 41 46
Product
developmen 327 34¢ 35¢€ 401 341 31¢ 337
General and
administrative 32z 34¢ 364 431 40E 51€ 494

Total
depreciation
expense $ 327¢ $ 354 $ 3,81: $ 4,32¢ $ 4,13C $ 4358 $ 4,47¢
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) Stock-
based
compens
included
in the
above
line
items:
Service cost $ 113 % 14 % 128 % 146 $ 207 $ 221 % 23t
Sales and
marketing 397 26€ 443 50¢& 464 504 652
Product
developmen 322 29¢€ 52¢ 35¢ 33¢ 437 441
General and
administrativ 1,00¢ 1,03¢ 1,064 98¢ 1,232 1,361 1,042
Total stock-
based
compensatii  $ 1,841 $ 1,74C $ 2,16C $ 1,99t $ 224: $ 252¢ % 2,372

?3) Service
costs
include:
traffic
acquisitic
costsol $ 1641 $ 2261 $ 307z $ 3,580 $ 2,69 $ 3,06 $ 3,15¢

(4) For a description of the method used to computebasit and diluted net loss per share, refer te hah section entitled "Selected Consolidated e
Information and Other Data."

(5) In October 2010, our stockholders approved a 2faeverse stock split of our outstanding commonlkstand a proportional adjustment to the existing
conversion ratios for each series of preferredkstduch was effected on January 21, 2011. Accotlgiirall share and per share amounts for all perfrdsented
have been adjusted retrospectively, where appbcablreflect this reverse stock split and adjusinoé the preferred stock conversion ratio.

(6) Results for the 2009 gquarters have been revisedrtect for immaterial errors relating to an intianal tax return, the application of certain eotpd federal
deferred income tax benefits and the applicatioa fafrfeiture rate assumption associated with stzaded compensation expense. See note 2 to thelicarsd
financial statement:

Seasonality of Quarterly Results

In general, Internet usage and onlineroence and advertising are seasonally strongebeifourth quarter and generally slower during
the summer months. While we believe that theseosah$rends have effected and will continue toafaur quarterly results, our rapid growth
in operations may have overshadowed these effectate. We believe that our business may become seasonal in the future.

Liquidity and Capital Resources

As of September 30, 2010, our princigalrses of liquidity were our cash and cash equivalen the amount of $29.2 million, which
primarily are invested in money market funds, and$®100 million revolving credit facility with a sglicate of commercial banks. Historically,
we have principally financed our operations from igsuance of convertible preferred stock, net paghided by our operating activities and
borrowings under our $100 million revolving crefditility. Our cash flows from operating activitiage significantly affected by our cablasec
investments in operations, including working cadpiad corporate infrastructure to support ouribib generate revenue and conduct
operations through cost of services, product dgretnt, sales and marketing and general and adnaitivgt activities. Cash used in investing
activities has historically been, and is expectedd, significantly impacted by our upfront investits in content and also reflects our ongoing
investments in our platform, company infrastructanel equipment for both service offerings and #tesales and purchases of our marketable
securities. Since our inception through March 2008 also used significant cash to make strategjaiaitions to further grow our business ¢
may do so again in the future.

On May 25, 2007, we entered into a fieaty$100 million revolving credit facility with gsdicate of commercial banks. The agreement
contains customary events of default and certaianitial covenants, such as a minimum fixed chaatie and a maximum net senior funded
leverage ratio. As of September 30, 2010, no balavas outstanding on the credit agreement, $91libmivas available for borrowing and
were in compliance with all covenants. In the fatfuwe may utilize commercial financings, lines iddit and term loans with our syndicate of
commercial banks or other bank syndicates for gémerporate purposes, including acquisitions awesting in our content, platform and
technologies.

We expect that the proceeds of this offgrour $100 million revolving credit facility armlir cash flows from operating activities
together with our cash on hand, will be sufficismfund our operations for at least the next 24 tmerHowever, we may need to raise
additional funds through the
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issuance of equity, equity-related or debt seasitir through additional credit facilities to fuodr growing operations, invest in content and
make potential acquisitions.

The following table sets forth our magmurces and (uses) of cash for the each perioet ésrth below:

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
(in thousands)
Net cash provided by operatil
activities $ 19,54: $ 35,94: $ 39,237 $ 28,49: $ 40,69:
Net cash used in investit
activities (98,01¢) (78,862) (22,79) (34,34 (48,64))
Net cash provided by (used |
financing activities 88,26: 86,14 (54,990 (15,129 (10,369)

Cash Flow from Operating Activities
Nine Months Ended September 30, 20

Net cash inflows from our operating aitiéas of $40.7 million primarily resulted from impved operating performance. Our net loss
during the period was $6.4 million, which includeah-cash charges of $46.3 million such as depienigamortization, stock-based
compensation and deferred taxes. The remaindarrcfaurces of net cash inflows was from changesiinvorking capital, including deferred
revenue and accrued expenses of $14.6 millioneoifg net cash outflows from deferred registry faed accounts receivable of $13.4 million.
The increases in our deferred revenue and defeeggstry fees were due to growth in our Registeawise during the period. The increase in
accrued expenses reflects growth in business @ef\dand the increase in accounts receivable teftggowth in advertising revenues from our
platform.

Nine Months Ended September 30, 20

Net cash inflows from our operating aitiéas of $28.5 million primarily resulted from impved operating performance. Our net loss
during the period was $18.5 million, which includeah-cash charges of $41.8 million such as depienisamortization, stock-based
compensation and deferred taxes. The remaindarrcfaurces of net cash inflows was from changesiinvorking capital, including deferred
revenue, accounts payable and deposits with resgisif $9.4 million, offset by net cash outflowsrr deferred registry fees and accounts
receivable of $7.3 million. The increases in ouieded revenue and deferred registry fees weragalgeowth in our Registrar service during
the period. The increase in deposits with registisereflective of the timing of domain registratsorelative to the required cash deposits we
need to have on-hand with our registries. The ees®en our accounts receivable reflects growttdiregtising revenue from our platform.

Year ended December 31, 2009

Net cash inflows from our operating aitiéas of $39.2 million primarily resulted from impved operating performance. Our net loss
during the year was $22.5 million, which includezhrcash charges of $56.5 million such as depreciaimortization, stock-based
compensation and deferred taxes. The remaindarrcfaurces of net cash inflows was from changesiinvorking capital, including deferred
revenue and accrued expenses of $10.0 millioneblig net cash outflows from deferred registry f@ed accounts receivable of $7.8 million.
The increases in our deferred revenue and defeeggstry fees were due to growth in our Registeawise during the period. The increase in
accrued expenses is reflective of significant an®doe to certain vendors and our employees. Tdredse in our accounts receivable reflects
growth in advertising revenue from our platform.
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Year ended December 31, 2008

Net cash inflows from our operating aitiés of $35.9 million primarily resulted from impved operating performance. Our net loss
during the year was $14.9 million, which includezhrcash charges of $48.8 million for depreciatamprtization and stock-based
compensation. The remainder of our sources ofastt mflows was from changes in our non cash dedeincome tax benefits of $5.1 million
and from changes in our working capital, includdeferred revenue and accounts payable of $12.@milbffset by net cash outflows from
deferred registry fees and accrued expenses off®lion. The increases in our deferred revenue awtued expenses was due to Registrar
growth during the period and our acquisition ofdRlin March 2008. The increase in our accounts Ipiayia reflective of significant amounts
due to certain vendors. The increase in accruedresgs and other liabilities principally relatep&y downs in 2008 of certain significant
accrued liabilities.

Nine months ended December 31, 2C

Net cash inflows from our operating aitiés of $19.5 million primarily resulted from ooet loss of $5.6 million for the period offset by
non-cash charges of $24.7 million primarily asstdavith our depreciation and amortization andlstoased compensation, and adding back
non-cash deferred income tax benefits of $2.3 omilliThe remainder of our sources of net cash irdlexas from changes in our working
capital, including deferred revenue and accrueceses of $13.5 million, offset by net cash outfléwesn deferred registry fees and our
accounts receivable of $11.9 million. The increasesur deferred revenue and deferred registry feesdue to Registrar growth during the
period. The increase in our accrued expenses péittgirepresents significant amounts due to cestaimdors and employees. The increase in
our accounts receivable reflects growth in adviegisevenue from our platform.

Cash Flow from Investing Activities
Nine Months Ended September 30, 2010 and 2!

Net cash used in investing activities %48.6 million and $34.3 million during the nine ntlbs ended September 30, 2010 and 2009,
respectively. For the nine months ended Septene2®L0, cash investments included intangible asHe$34.4 million and spending on
property and equipment, including internally depeld software to support the growth of our busids1 6.5 million. Partially offsetting the
increases were net sales of our marketable sexs1dfi$2.3 million. For the nine months ended Saper 30, 2009, cash investments included
intangible assets of $14.6 million, spending orpprty and equipment, including internally develogetétware, to support the growth of our
business of $12.0 million, and net purchases ofhaarketable securities of $6.8 million during thexipd.

Years Ended December 31, 2009 and 2008 and Nine tieftnded December 31, 2007

Net cash used in investing activities $22.8 million, $78.9 million and $98.0 million dog the years ended December 31, 2009 and
2008, and the nine months ended December 31, 28§pectively. Cash used in investing activitiesrfuthe years ended December 31, 2009
and 2008 and the nine months ended December 37,i@6lided investments in our intangible asset$2#.7 million, $19.3 million, and
$12.2 million, respectively, investments in ourgeay and equipment, including internally develogeftware of $15.3 million, $20.1 million
and $10.7 million, respectively, net cash paiddoquisitions of $0.5 million, $60.1 million and $38nillion, respectively, and net purchases
and sales of our marketable securities during dr®gs.

Cash invested in our property and equiptiiacluding internally developed software, wagéy to support the growth of our business
and infrastructure during 2009, 2008 and 2007. i8t@mt acquisitions made during the year endedebdzer 31, 2008 included Pluck for total
purchase
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consideration of $56.3 million (excluding $10.0 linih in one year promissory notes) and The Dait®|LLC, or the Daily Plate, for total
purchase consideration of $5.0 million. Pluck beedhe basis of our social media applications, AedXaily Plate became a product feature
our LIVESTRONG.com website. Significant acquisiamade during the nine months ended December 8%, iB8luded Pagewise, Inc., or
Pagewise, which included a library of how-to vidensl text articles, for total purchase considenatib$15.8 million.

Cash Flow from Financing Activities
Nine Months Ended September 30, 2010 and 2!

Net cash used in financing activities B48.4 million and $15.1 million for the nine mostanded September 30, 2010 and 2009,
respectively. During the nine months ended Septe®®e2010, we used $10.0 million to pay down @wotving credit facility with a
syndicate of commercial banks. By comparison, wderanet repayment of $5.0 million on our revolvimgdit facility in 2009, and repaid
$10.0 million of promissory notes issued in confimit with the acquisition of Pluck in March 2008.

Years Ended December 31, 2009 and 2008 and Nine tieftnded December 31, 2007

Net cash used in financing activities $85.0 million during the year ended December 8092 compared to net cash provided by
financing activities of $86.1 million and $88.3 hah during the year ended December 31, 2008 ame mionths ended December 31, 2007,
respectively.

In late 2008 and early 2009, we decideldrrow funds under our revolving credit facilég a result of instability in the financial
markets. During the year ended December 31, 2086%osowed $37.0 million from our credit facilityitw a syndicate of commercial banks,
and used $10.0 million of these borrowings to pawm promissory notes issued in conjunction withabguisition of Pluck in March 2008.
During the second half of 2009, we paid down $88&illon of the $92.0 million outstanding under aewrolving credit facility, as we believed
our operations were generating sufficient cash fiowupport our operating and investing activiaesuch time and we had sufficient cash on
our balance sheet to do so. During the year endegiber 31, 2008, gross borrowings under our revgleredit facility were $55.0 million
and were primarily used to finance the acquisitb®luck in March 2008. During the nine months ehBecember 31, 2007, we borrowed and
paid down $17.8 million of our revolving credit fity with a syndicate of commercial banks. Borrogs of $17.7 million during the period
were largely used for acquisitions in last nine therof 2007, including $15.8 million for Pagewiselune 2007.

During the year ended December 31, 2G@8;epaid certain promissory notes of $4.0 milkmsociated with the acquisition of Hillclimb
Media in August 2006. During the nine months enBedember 31, 2007, we repaid certain promissorgaattaling $12.5 million associated
with our acquisitions of eNom in April 2006 and e May 2006.

During the year ended December 31, 2@@8sold 5,833,334 shares of Series D ConvertitdéePred Stock at $6.00 per share, for total
proceeds of $35.0 million and issuance costs & $illion. During the nine months ended December2BD7, we sold 16,666,667 shares of
Series D Convertible Preferred Stock at $6.00 pares for total proceeds of $100.0 million and #&ste costs of $0.3 million.

Our convertible preferred stock is nateemable at the option of the holder or at a fizedeterminable date. Because the terms of the
preferred stock contain certain deemed liquidagimvisions upon a change-in-control, however rentotikelihood, this deemed liquidation
provision is considered a contingent redemptiotufeathat is not solely within our control. Accandly, we present our convertible preferred
stock outside of stockholders' equity in the mezmasection of our consolidated balance sheets.
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Upon the completion of this offering, sitlares of our convertible preferred stock outstandill convert into shares of our common
stock.

To date, proceeds from employee stoclonmxercises have not been significant. Afterdbmpletion of this offering and from time to
time, we expect to receive cash from the exerdigmployee stock options and warrants in our comstook. Proceeds from the exercise of
employee stock options and warrants outstandinigvail from period to period based upon, among rofhetors, fluctuations in the market
value of our common stock relative to the exerpisee of such stock options and warrants.

Quantitative and Qualitative Disclosure about Marke Risk

We are exposed to market risks in thénarg course of our business. These risks primamnjude interest rate, foreign exchange,
inflation, and concentration of credit risk. To veé and manage these risks, we assess the finaonition of our large advertising network
providers, large direct advertisers and their agantarge Registrar resellers and other largeoousts when we enter into or amend agreen
with them and limit credit risk by collecting ina@hce when possible and setting and adjusting tdietis where we deem appropriate. In
addition, our recent investment strategy has be@mvest in high credit quality financial instrumepwhich are highly liquid, are readily
convertible into cash and that mature within onaryfeom the date of purchase.

Foreign Currency Exchange Risk

While relatively small, we have operas@and generate revenue from sources outside thedJatates. We have foreign currency risks
related to our revenue being denominated in curesrather than the U.S. dollar, principally in thero and British Pound Sterling and a
relatively smaller percentage of our expenses beé@ampminated in such currencies. We do not belieeeements in the foreign currencies in
which we transact will significantly affect futunet earnings or losses. Foreign currency risk eaquantified by estimating the change in cash
flows resulting from a hypothetical 10% adverseng®in foreign exchange rates. We believe suctaagdwould not currently have a
material impact on our results of operations. Hosvess our international operations grow, our reésociated with fluctuation in currency
rates will become greater, and we intend to cometimuassess our approach to managing this risk.

Inflation Risk

We do not believe that inflation has laathaterial effect on our business, financial caadior results of operations. If our costs were to
become subject to significant inflationary pressume may not be able to fully offset such highests through price increases. Our inability or
failure to do so could harm our business, finanoaddition and results of operations.

Concentrations of Credit Risk

As of September 30, 2010, our cash, egsiivalents and short-term investments were maietaprimarily with four major U.S.
financial institutions and two foreign banks. Weaiaintained cash balances with one Internet palyprecessor in both periods. Deposits
with these institutions at times exceed the fediemasured limits, which potentially subject usdoncentration of credit risk. Historically, we
have not experienced any losses related to théaedes and believe that there is minimal risk gfested future losses. However, there can be
no assurance that there will not be losses on ttegesits.
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As of December 31, 2009 and Septembe2@00, components of our consolidated accountsuatle balance comprising more than
10%:

December 31, September 30,
2009 2010

Google, Inc. 22% 34%
Yahoo! Inc. 32% 11%

Off Balance Sheet Arrangements
As of September 30, 2010, we did not rewe off balance sheet arrangements.
Capital Expenditures

For the years ended December 31, 20026608 and the nine months ended December 31, 2@dsed $20.1 million, $15.3 million
and $10.7 million in cash to fund capital expendituto create internally developed software andlmage equipment. For the nine months
ended September 30, 2010 and 2009, we used $1lidhmand $12.0 million to fund capital expenditar® create internally developed
software and purchase equipment. We currently igatie that our aggregate capital expenditureshi@iquarter ended December 31, 2010 will
be between $5 million and $6 million, which werénarily related to the creation of internally demgéd software and equipment purchases.
We currently anticipate making aggregate capitpeexlitures between $20 million and $30 million tigb the year ended December 31, 2011.

Contractual Obligations

The following table summarizes our outdiag contractual obligations as of December 30920

Less Than 1-3 More Than
Total 1 Year Years 3 Years
(in thousands)
Operating lease obligatiol $ 1059C $ 3,74t $ 6,84t $ =
Capital lease obligatior 1,06¢ 532 532 —
Purchase obligations(: 2,51 2,36¢ 14€ —
Total contractual obligatior $ 14,16¢ $ 6,642 $ 7,52 $ —

(1) consists of minimum contractual purchase obligatifm undeveloped websites with certain of our .

Included in operating lease obligatiores@greements to lease our primary office spa&airta Monica, California and other locations
under various non-cancelable operating lease®ipte between January 1, 2010 and July 2013. §ukséto December 31, 2009 we entered
into a new lease agreement for new office spat@rkdand, Washington. The lease agreement hasna &5 years with required minimum
lease payments of approximately $0.7 million perydll property and equipment have been purché&sedash, with the exception of
$1.1 million in capital lease obligations outstarglat December 31, 2009 that expires in 2011.

We have no debt obligations, other than®100.0 million revolving credit facility for genal corporate purposes, which currently ha
borrowings under it. At December 31, 2009, we hai$tanding letters of credit for approximately $tflion primarily associated with certa
payment arrangements with domain name registrigdaantlords.
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Indemnifications

In the normal course of business, we made certain indemnities under which we may beaired to make payments in relation to
certain transactions. Those indemnities includelliettual property indemnities to our customerdemnities to our directors and officers to
maximum extent permitted under the laws of theeSthDelaware and indemnifications related to lesgeements. In addition, certain of our
advertiser and distribution partner agreementsatomertain indemnification provisions, which aengrally consistent with those prevalent in
our industry. We have not incurred significant ghtions under indemnification provisions historiigaand do not expect to incur significant
obligations in the future. Accordingly, we havenegorded liability for any of these indemnities.

Recent Accounting Pronouncements

In August 2009, the Financial AccountBigndards Board ("FASB") issued Accounting Stansladdate ("ASU") 2009-05, Fair Value
Measurements and Disclosures (Topic 820)—Measuiggilities at Fair Value. This update providesriflaation for circumstances in which
a quoted price in an active market for the idehtiedility is not available. In such circumstanaeseporting entity is required to measure fair
value using one or more of the following techniqué$ a valuation technique that uses: (a) the epliprice of the identical liability when
traded as an asset; or (b) quoted prices for sitiilities or similar liabilities when traded assets; or (2) another valuation technique that is
consistent with the principles of Topic 820 suclaasncome approach or a market approach. The geédia this update was effective for the
quarter beginning October 1, 2009 and did not leasignificant impact on the Company's financialestents.

In June 2009, the FASB issued ASU 2009vtich amends prior guidance to require an entsegdo replace the quantitative-based
analysis in determining whether the enterprisefmie interest or interests give it controllingdncial interest in a variable interest entity with
a more qualitative approach by providing additiomadance regarding considerations for consolidiadin entity. This guidance also requires
enhanced disclosures to provide users of finamtiatmation with more transparent information abthé enterprise's involvement in a varie
interest entity. This statement was effective fomuhry 1, 2010, and did not have a significantotfé® the Company's consolidated financial
statements.

In October 2009, the FASB issued Update 2009-13, Revenue Recognition (Topic 605)—Muttipkeliverable Revenue Arrangeme
a consensus of the FASB Emerging Issues Task Fok&J 2009-13"). ASU 2009-13 provides amendmentsheocriteria in ASC 605-25
"Multiple-Element Arrangements" for separating ddesation in multiple-deliverable arrangements.aA®sult of those amendments, multiple-
deliverable arrangements will be separated in mmwoeimstances than under existing accounting gaielaASU 2009-13: (1) establishes a
selling price hierarchy for determining the selljprice of a deliverable, (2) eliminates the reslduathod of allocation and requires that
arrangement consideration be allocated at the timepf the arrangement to all deliverables ushgrelative selling price method, (3) requires
that a vendor determine its best estimate of gefimice in a manner that is consistent with thadu® determine the price to sell the deliverable
on a standalone basis and (4) significantly expanelslisclosures related to a vendor's multiplévdehble revenue arrangements. ASU 2009-
13 is effective prospectively for revenue arrangetsientered into or materially modified in fiscalays beginning on or after June 15, 2010.
Alternatively, the Company may retrospectively gpible guidance to all periods. The Company plaredtipt ASU 2009-14 using the
prospective method. The adoption of this accourdiagdard is not expected to have a material effiethe Company's financial position or
results of operations.

In October 2009, the FASB issued Update 2009-14, Software (Topic 985)—Certain RevenuaAgements That Include Software
Elements, a consensus of the FASB Emerging Issasis Force ("ASU 2009-14"). ASU 2009-14 changesatteounting model for revenue
arrangements that include
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both tangible products and software elements aodges additional guidance on how to determine tisioftware, if any, relating to tangible
product would be excluded from the scope of thénsoe revenue guidance. In addition, ASU 2009-b¥ides guidance on how a vendor
should allocate arrangement consideration to delbles in an arrangement that includes both taeagildducts and software. ASU 2009-14 is
effective prospectively for revenue arrangementsred into or materially modified in fiscal yearsginning on or after June 15, 2010.
Alternatively, the Company may retrospectively gpble guidance to all periods. The Company plaredtipt ASU 2009-14 using the
prospective method and this adoption is not expetttdiave a material effect on the Company's firposition or results of operations.
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BUSINESS
Our Mission
Our mission is to fulfill the world's damd for commercially valuable content.
Overview

We are a leader in a new Internet-basedeffor the professional creation of high-qualdtgmmercially valuable, long-lived content at
scale. While traditional media companies creatdestrbased on anticipated consumer interest, watecmmntent that responds to actual
consumer demand. Our approach is driven by conglaesire to search for and discover increasinmggidic information across the Internet.
By listening to consumers, we are able to creatkdativer accurate and precise content that fslffieir needs. Through our innovative
platform—which combines a studio of freelance cohtzeators with proprietary algorithms and proessswe identify, create, distribute and
monetize in-demand, long-lived content. We beliemetinued advancements in search, social mediailenmimputing and targeted
monetization will continue to be growth catalysis éur business.

Our business is comprised of two distanod complementary service offerings: Content & Mexthd Registrar. Our Content & Media
offering includes the following components:

. Content creation studio that identifies, create$ dintributes online text articles and videos,izitig our proprietary algorithms,
editorial processes and community of freelancearttritreators;

. Enterpris-class social media applications that enable webgiteffer features such as user profiles, comméorsms, reviews
blogs and photo and video sharing; and

. A system of monetization tools that are designemhatch targeted advertisements with content in mmaathat optimizes
advertising revenue and enhances end-user experienc

We deploy our proprietary Content & Meglatform both to our owned and operated webs#tesh as eHow.com, as well as to websites
operated by our customers, such as USATODAY .cona fesult, our platform serves a large and growindience. According to comScore,
for the month ended November 30, 2010, our owneldogerated websites comprised the 17th largestpnagterty in the United States and we
attracted over 105 million unique visitors with 0639 million page views globally. Moreover, in tbaited States, we ranked in the top 10 in
ten different comScore site categories for the imemded November 30, 2010, based on unique visargve continue to populate selected
site categories with new, highly specific, relevaeomtent as well as broad functionality from ouciabmedia tools, we believe we can build
leadership positions in a number of these categjarieluding Home, Health and Beauty/Fashion/SWle.also own and operate over 500,000
websites, primarily containing advertising listingghich we refer to as our undeveloped websitess&hundeveloped websites generated
approximately 90 million additional page views tbe month ended November 30, 2010 according tenbemal data. Our reach is further
extended through over 375 websites operated bgustomers where we deploy our platform. These webgienerated over 1 billion page
views to our platform during the month ended Noven0, 2010 according to our internal data. As e€&nber 31, 2010, our content studio
had approximately 13,000 freelance content creaémd during the year ended December 31, 201@ni¢igaited approximately 2 million text
articles and videos. We believe that the volumeutput from our content studio makes us one of@hding producers of professional online
content.

Our Registrar, with over 10 million Intet domain names under management, is the waaltdjedt wholesale registrar and the world's
second largest registrar overall. As a wholesalerprovide domain name registration and offer vadded services to over 7,000 active
resellers, including small
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businesses, large e-commerce websites, Interngtasgroviders and wehesting companies. Our Registrar complements outeD & Medie
service offering by providing us with a recurringse of subscription revenue, a valuable sourcataf iigarding Internet users' online inter:
expanded third-party distribution opportunities gmdprietary access to commercially valuable domaimes that we selectively add to our
owned and operated websites.

Together, our Content & Media and Regisservice offerings provide us with proprietaryad® identify Internet users' online interests,
the ability to produce relevant content in an ecoivally sustainable manner, broad distribution #rables our content to reach the audience
that will want to consume it, a system of monet@atools that enable us to generate revenue andddle to realize efficiencies within our
overall business.

Demand Media is a Delaware corporaticedig@artered in Santa Monica, California. We comradraperations in May 2006 with the
acquisitions of eHow, a leading "how-to" contenieated website and eNom, a provider of Internet@omame registration services. We
generate revenue primarily through the sale of didueg in our Content & Media service offering aimough domain name registration
subscriptions in our Registrar service offeringr @ year ended December 31, 2009 and the ninéhmended September 30, 2010, we
reported revenue of $198 million and $179 millieespectively. For these same periods, we repogetbases of $22 million and $6 million,
respectively, and Adjusted OIBDA of $37 million a#d2 million, respectively. See "Summary Consokdatinancial Information and Other
Data—Non GAAP Financial Measures" for a recondiatof these non-GAAP measures to the closest caabfmmeasures calculated in
accordance with GAAP.

Industry Background

Over the last decade, the Internet hassed into a new and significant source of contehgllenging traditional media business models
by reshaping how content is consumed, createdildistd and monetized. Prior to the widespread tolopf the Internet, content was
primarily distributed through traditional mediacbuas newspapers, magazines and television. Ireeteasess to the Internet as a result of
extensive broadband penetration and the rapidferation of connected mobile devices is drivingh#figant growth in demand for online
content. As a result, there has been an exponémtigase in the number of websites and mobileiegiins created and the amount of content
available digitally. Concurrently, search techngitgs continued to improve the organization of access to the broad range of websites and
online information, reshaping consumer behavior exgectations for discovering credible and relevafutrmation online.

Consumption Trends

The Internet has fundamentally changedctinsumption of media. Consumers are spendingdsiorg amounts of time online. Accorc
to Forrester, on average, United States adultst sipgmoximately 12 hours per week online in 20@9¢c@mpared to approximately five and a
half hours per week in 2004. In contrast, televisionsumption has remained flat at approximateljidi®s per week per adult over the same
period. Further, in contrast to consumers' relgitipassive consumption of traditional media, theliperation of the Internet and social media
has enabled consumers to seek out and interactuiitfent across an increasing number of websites.

As a result, consumers are changing tiyetivey discover content online, increasingly tgpijueries into web search engines to discover
and access content from the millions of websitetherinternet. According to comScore, the numbeypéd-in search queries more than
tripled from 39 billion during the month ended Deateer 31, 2006 to 134 billion during the month en8egtember 30, 2010. The number of
specific searches comprises a large portion ofatisearches. For example, according to Experiawibi, queries three words or longer made
up 53% of all U.S. Internet searches on the Intamthe four weeks ended October 2, 2010. Furié@idvancements in
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web search technology and the popularity of souidia have enhanced the ability to find specifictent associated with personal needs and
interests, leading to migration of the consumeelmgay from content consumed on traditional parfatsording to comScore, only 13% of
online activity as measured by page views in thatmended September 30, 2010, originated from A®@icrosoft and the Yahoo! Internet
portals, as compared to 23% in the month endece8dy@r 30, 2004. However, we believe that consuarersften faced with incomplete or
inaccurate information because the demand for higpécific, relevant information is outpacing thgly of thoughtfully researched,
professionally produced content.

Content Creation Trends

The rapid evolution of audience behavarticularly the significant fragmentation and gheéft of audiences online, is changing existing
content creation models. Historically, traditionadia companies have generated high-cost, geméeak$t content targeted towards a mass
audience of predominantly offline consumers, ancehraonetized it through advertising or by sellihgs tcontent directly to consumers. This
traditional cost structure is less effective fogating niche content and for selling targeted dibieg to fragmented audiences. At the same
time, the widespread adoption of social media ahdrgublishing tools has reduced barriers to ghiblig online content and has enabled a
large number of individuals to create and publightent on the Internet. However, the difficultyconstructing profitable business models fi
their individual endeavors has relegated onlingerpublication largely to bloggers and passioeatfusiasts whose limited resources have
often resulted in varying levels of quality.

Distribution Trends

Advancements in social media, search tiwat@®n and digital publishing technologies hailsoalramatically reduced barriers to
distributing content. As publishers attempt to nmeeteasing consumer demand for specific conteetnumber of websites has proliferated at
an exponential scale to approximately 233 milliogbaites globally as of October 2010 according tlustry sources. Prior to these
developments, website publishers, like traditionallia companies, relied primarily on marketingtteeat audiences. Now consumers
primarily use search engines, social recommendato mobile applications to discover content.lrtcontent increasingly is distributed
and accessed virtually anywhere via smart phoaetettcomputers and other mobile devices. Accortbngtrategy Analytic's Global Handset
Data Traffic Forecast, global mobile data consummpis expected to grow at a five year CAGR of d&d@%o from 608 petabytes in 2010 to
6,241 petabytes in 2015. As consumers continueataitgte towards search and mobile devices as plogit of entry and navigation to the
Internet, we believe websites that leverage thisaher emerging points of entry will benefit.

Monetization Trends

The percentage of advertising spend atetto online advertising significantly lags theegentage of time spent by people consuming
media online. According to Forrester, in 2009, 3dPthe hours spent by individuals consuming meeiavpeek were spent online, while
Internet advertising represented only 12% of overdVertising in the United States. We believe atisers are beginning to recognize greater
opportunities for Internet advertising. As a reshiternet advertising in the United States is @ctgd to grow at a compounded annual rate of
16% from 2009 to 2012 to $31 billion, while totahjor media advertising is only expected to gro\ abmpounded annual rate of less thar
over the same time period, according to ZenithOgdira.

We believe marketers are seeking betssrswio reach the fragmented consumer base in atargieted fashion, a trend that is likely to
accelerate as advertising dollars move from offtmenline media. According to a 2008 survey of a@vertising agencies by Forrester, 60%
named "high concentration of target demographiosi'2lL% named "deep content navigation" as oneeif thp
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three most important media planning factors wherking with publishers on behalf of clients. In aiilali, according to industry sources, ret
on investment, or ROI, is the biggest challeng@anfamarketers in 2010 and is expected to driveifaishmarketing budgets from traditional
media to online media, including search strategieh as search engine optimization, paid socialareatt search marketing.

Market Challenges

Consuming, creating, distributing and etizring online content presents new and compleXdeiges that traditional and new media
business models have struggled to address. Currentitent produced by media companies and Intgroreals is often expensive to create
focused on event-driven topics that, given thearshseful lives, are challenging to sell to adisens for sufficient amounts to justify their
production. On the other hand, individuals sucblaggers are able to economically create and publishe content, but often lack recognized
credibility, production scale and broader distribntand monetization capabilities. These challedge® had a profound impact on consumers,
freelance content creators, website publishersadrdrtisers who are in need of a solution that eotmthis disparate media ecosystem.

. Consumers. Consumers are becoming increasingly empoweredendemanding specific and reliable informatidevant to
their needs. In addition, traditional media contepurposed for online distribution often does meet the granular and evolvi
needs of the fragmented consumer base and fregugmibt optimized to easily enable discovery, ety search or direct
navigation. Moreover, the proliferation of websiteith varying levels of quality and reliability ates uncertainty as to the
trustworthiness and accuracy of content, even vgeanch queries produce seemingly relevant results.

. Freelance Content Creator Historically, freelance content creators havenbee attractive source of content creation
traditional and online publishers. However, freelacontent creators have found it challenging ta essteady income.
According to a survey of freelance content creatoramissioned by the Company in 2010, 74% of redpois agreed that
maintaining a steady income from freelance wriigdifficult, while 56% of respondents indicateatlit has become harder to
obtain freelance work over the past two years. Aaldially, 47% of respondents estimated that thendthe majority of their
time on tasks other than writing stories, sucheagsarching and pitching stories. Moreover, growinmbers of displaced
broadcast and publishing professionals continuediease competition for available freelance work.

. Website Publishers.Many website publishers are in need of specifitt aseful content to attract visitors, but lack ¢xpertise,
technology and scale to identify, develop and miaeghe appropriate content. Publishers are alatiertged by the high cost of
traditional content creation. In addition, they niagk the technological capabilities to enablertcastomers to have rich and
differentiated social experiences on their sitewels as to optimize the overall value of their adising inventory.

. Advertisers The fragmentation of media consumption has deegtéhe ability of advertisers to effectively redloéir targeter
audiences at scale through traditional channeloPeance-based Internet advertising, such aspastlick in which an
advertiser pays only when the user clicks on itedtsement, has proven to be both popular andtffein targeting consume
who have specific commercial intent. However, wkeve there is a limited supply of content arourfuich to deploy cost-
effective performanceased advertising. Additionally, we believe branarketers are seeking solutions that target largebeus
of consumers within a particular audience segméfit an engaging and high-quality advertising exgece that performance-
based Internet advertising is currently not ablprtavide.
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The Demand Media Solution

We have built a platform with a proprigtaet of solutions that we believe addresses tuken challenges and unfulfilled needs of on
consumers, freelance content creators, websiteéghglos and advertisers. Our business is comprisedoadistinct and complementary service
offerings: Content & Media and Registrar. Theseiserofferings provide us with a unique combinat@drproprietary technologies and social
media tools, extensive audience reach through waed and operated websites and our network of mestavebsites, a qualified community
of freelance content creators and access to ptapyienternet data. We believe these attributekheilp us to achieve our mission to fulfill the
world's demand for commercially valuable content.

Our Content & Media service offering igaged in creating media content, primarily coimgisof text articles and videos, and deliver
it along with social media and monetization toal®tr owned and operated websites and our netwarkstomer websites. We deliver these
through our proprietary Content & Media platformiethincludes our content creation studio, entegpdsss social media applications and a
system of monetization tools designed to matchesdnwith advertisements in a manner that is opgehifor revenue yield and end-user
experience. We deploy our platform both to our odvaed operated websites, such as eHow, as wellaslisites operated by our customers,
such as the online versions of the San Franciscor@te and the Houston Chronicle. Additionally, believe our Registrar customers provide
us with a potential opportunity for cross-selling €ontent & Media service offerings to website |mhers. Key elements of our solution
include:

. Content. We create highly relevant and specific onlind #nd video content that we believe will have comruia value over i
long useful life. During the year ended December28110, our content studio generated approxima&ehjllion text articles and
videos. The process to select the subject mattearofontent, or our title selection process, carabiautomated algorithms with
third-party and proprietary data along with sevégaéls of editorial input to determine what cortteonsumers are seeking, if it
is likely to be valuable to advertisers and wheihean be cost effectively produced. To produdginal content for these titles
at scale, we engage our robust community of higjigtified freelance content creators. As of Decan®ie 2010, our content
studio had approximately 13,000 freelance contesdtors, a significant number of which have prixpexience in newspapers,
magagzines or broadcast television. Our contentioreprocess is scaled through a variety of onfiremagement tools and
overseen by an in-house editorial team, resultingigh-quality, commercially valuable content. @echnology and innovative
processes allow us to produce articles and videascost effective manner while ensuring high dqualutput.

. Social Media. We believe that social interaction and engagerisescore element of the online experience fosaoarers,
online publishers, retailers and brands. Our ent@lass social media tools allow websites tofadtlire-rich applications,
such as user profiles, comments, forums, revielegistand photo and video sharing. These social aregaiblications facilitate
social media interactions and are integral to datf@rm and strategy. Deployed to both our owned aperated websites and to
our network of customer websites, our social mediaucts are used by publishers to drive traffid Bncrease engagement by
facilitating the creation of site-specific commuest Our social media tools have been designednafihist application
programming interfaces, or APIs, which allow pulbéiss to highly customize their websites, as webrsure interoperability
with popular social media platforms, such as Faoklznd Twitter. Additionally, the deployment of aocial media products «
our network of customer websites presents us witbpportunity to cross-sell other components ofmatform to these
customers.
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. Monetization. Our goal is to deliver targeted placements tceatiiters who seek to reach consumers based omtient these
consumers are seeking and discovering. Our plati@nerates revenue primarily through the sale ifemdvertisements,
sourced through advertising networks and to a tedesgree through our direct advertising sales forbe system of
monetization tools in our platform includes contattmatching algorithms that place advertisemeaset on website content,
yield optimization systems that continuously evéduyserformance of advertisements on websites tdrmze revenue and ad
management infrastructures to manage multiple addts and control ad inventory. In addition, owtfdrm is well-positioned
to benefit from the continued growth of advertisimggworks by giving us access to a broader setloérisements we can more
precisely match with our content, thereby incregsidvertising yields.

. Distribution. We deploy some or all components of our platftsrour owned and operated websites, such as eHow,
LIVESTRONG.com, Trails, GolfLink and Cracked, aslv&s to over 375 websites operated by our custenigniven in large
part by our platform, our owned and operated cdmretwork has grown rapidly, evidenced by a 50%dase in unique users
for the month ended November 30, 2010 as comparttetmonth ended November 30, 2009 accordingtéorial data. We also
distribute features of our platform to a portfatibover 500,000 undeveloped websites that we owun.platform helps power
websites for customers such as the San Francisamiclte (SFGate.com) and the National Football lueaNFL.com),
generating an aggregate of over 1 billion page siswmour platform during the month ended Noveml@er2810 according to
internal data. We have also begun to expand thihdison of our content by offering our Registrarstomers the ability to add
contextually related content from our extensive lhowned library to their sites as part of a raauy subscription offering.

The Demand Media Publishing Ecosystem

CAAREG A COLATRD HOTRWOHK OF PANTRLN
WHERITER WERSTER
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Our Registrar service, in providing domaame registration and related value-added sexvimmtributes several benefits to our
Content & Media service offering, including: progtary data that augments our content creation psoged enhances our analysis of potential
valuable websites to add to our portfolio of owraed operated websites; access to potential newroess to add to our third-party network
through which to distribute our content; and numisroost savings and efficiencies from shared datgecs, infrastructure and personnel.

As a result, we are able to deliver digant value to our consumers, advertisers, custsmed freelance content creators:

. How We Provide Value to Our Consumer®ur consumers are individuals who seek and a@aessontent over the Internet.
We make the Internet a more useful resource tonilimns of users searching for information onlimg analyzing consumer
demand to create and deliver commercially valudifgh-quality content. We use strategies and taalsh as search engine
optimization, social media recommendations and doadable and web-based applications, along withrstrong brands, to
make our content more accessible to consumersihgado, we connect consumers with content thaashttlem solve problems,
answer questions, save money and time, enhancéeialy, improve everyday life and interact with soting communities. B
maintaining rigorous quality control standards tlgloout our content creation process, includinguses of detailed style guides
that are designed to tailor content to further appe specific audience segments, we have institateeliable process for
producing high-quality content. As consumers becbetéer acquainted with our brands, their trugiun content increases,
which is evidenced by the continued growth in ueigisitors who return to our eHow property diregtigher than through
search engine queries.

. How We Provide Value to Our Advertiser®ur advertisers are large corporations, branketers and small businesses see
access to our consumers. Our advertisers bengfit flaining access to our targeted audiences byhngttheir advertisements
with our highly specific content delivered to owrreed and operated websites and to our network stboer websites. We offer
a highly valuable suite of marketing solutions liring targeted display advertising, interactivarat sponsorship and social
networking and community features. Our owned aretated properties, such as eHow, are designedit@dtulfilling
experiences for consumers and attractive oppoiggriior both our advertising network and brand atisieg customers. Our
owned and operated properties have been awardedbasévernet industry awards, including: 2009 OMM#vards—Winner,
Website Excellence in Reference category (eHow)92ONET Webware 100—Winner, Search & Referencegoaye(eHow);
and 2009 W3 Awards—Gold Winner, Health category/@EETRONG.com). In addition to our leading owned apérated
websites, our undeveloped websites provide us avithpportunity to gain access to additional consame

. How We Provide Value to Our Custome Our customers are th-party website publishers who display our contenthair
websites, deploy our social media tools or usedounain registrar services and individuals who payouaccess portions of our
websites. By utilizing some or all components of platform, our customers are able to provide agmgaging experience for
their visitors and have the potential to genenateemental revenue on their websites. We supplyesonall of the components
of our platform to our customers including, amotigess, website publishers, branded product andcssrvnarketers, retailers,
web-hosting companies and domain name resellers. Guomers also benefit from the services offeredlnyRegistrar, such
domain name registration and other related valukddervices, as well as our shared infrastructure.

. How We Provide Value to Our Freelance Content Gresat Our freelance content creators are individuale aiteate and edit
text articles and videos for our platform. We epadulr
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freelance content creators to create valuable ogmeach an audience of millions and earn incomm fa ready supply of
available work assignments. We expend significfforts to attract, serve and nurture our growinghawunity of freelance
content creators. We believe our streamlined gileeration process and our proprietary billing pagment platform combine
increase the productivity of our freelance commuhbit minimizing the time freelance content creatspend on non-content
creation activities, such as pitching story iderad following up on invoices for prior work. Freetancontent creators receive
bylines on their published content, helping prontbtgr talent and experience. Our feedback, apprvé ratings processes h
educate creators and hone their skills. Additignalle offer qualified freelance content creatordaie benefits and perks,
including access to discounted rates on third-gaeglth insurance, paid memberships in writing pizgtions, grants to pursue
other creative projects, professional training amahtoring opportunities and a community of peers.

Our Competitive Advantages
Proprietary Technologies and Process

We have well-developed proprietary tedbgies and processes that underlie our Content flidand Registrar service offerings. We
continue to refine our algorithms and processegrjporating the substantial data we are able fectohs a result of the significant scale of our
operations. Our Content & Media algorithms utilthés data to help us determine what content conssiare seeking, if that content is value
to advertisers and whether we can cost-effectipedyluce this content. Our scalable content creglionesses enable us to leverage our
extensive and growing freelance content creatomeonity to efficiently produce, edit and distribdtigh-quality content. Our processes also
include a system of monetization tools that enab¢et optimize revenue yield across our distrdoutthannels by applying contextual
matching algorithms that place advertisements basatlebsite content, yield optimization systemg tmatinuously evaluate performance of
advertisements on websites to maximize revenuadmdanagement infrastructures to manage multipferagats and control ad inventory.
The technology underlying our Registrar serviceiffg reliably manages the registration of ovenfillion domain names, as of
September 30, 2010, and resolved an average oPdvidion domain name system queries a day duttiedfirst nine months of 2010. These
interactions provide insight into what consumery n@ seeking online and represent a proprietarywahdhble source of relevant information
for our platform'’s title generation algorithms ahd algorithms we use to acquire undeveloped web§ir our portfolio. We also take steps to
protect our intellectual property and, as of Decen8i, 2010, we have been granted eight patentisebynited States Patent and Trademark
Office and have 20 patent applications pendingn@United States and other jurisdictions.

Extensive Freelance Content Creator Commun

Our freelance content creator communitysists of approximately 13,000 individuals who éngatisfied our rigorous qualification
standards. Through our recruiting and qualificafioocess, we engage freelance content creatorgelihant experience in multiple specific
roles ranging from copy editor to writer to filmmeak We have stringent qualification requirementsiclv generally include the submission of
writing samples, minimum experience thresholdstaedachievement of satisfactory results on qualifon tests. Our creator community
includes Associated Press and Society of Profeaklmurnalists award-winning authors and Emmy awertching filmmakers. We facilitate
collaboration among our content creators througmbe-forums and other social media tools. We waitk wur professional community of
freelance content creators to rate and providebiaeldon each text article or video they create.al$e continuously review the work product
of our freelance content creators to ensure theylalivering content that meets our quality requiats.
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Valuable and Growing Content Library

Our wholly-owned content library consistsapproximately 3 million articles and approximlgt200,000 videos as of December 15,
2010, and during the year ended December 31, 20&G;ontent studio generated approximately 2 mmilketicles and videos. We continue to
grow our content library to address specific toparswhich we have identified unfulfilled consunmagmand. Our content library is the
foundation of our growing recurring revenue base faas historically helped finance investment in mewtent and growth initiatives in a
largely self-sustaining manner. Our content libralso provides other benefits to us, including getieg strategic data regarding user behavior
and preferences, building brand recognition byaating substantial traffic to our owned and opetatmperties and facilitating strategic
revenue-sharing relationships with customers.

Substantial and Growing Audienc

We have amassed a large audience of aserss our owned and operated websites and ouorkedf customer websites. According to
comScore, for the month ended November 30, 2010pwuned and operated websites, including eHow, caeg the 17th largest web prope
in the United States and we attracted over 105anillinique visitors with over 679 million page vigewlobally. Driven in large part by our
platform, our owned and operated content netwoskgrawn rapidly, evidenced by a 50% increase igumiusers for the month ended
November 30, 2010 as compared to the month endgdrlmer 30, 2009 according to internal data. In t&tdi our over 500,000 undevelop
websites generated approximately 90 million pagevsifor the month ended November 30, 2010 accotdiogr internal data. Moreover, we
deploy our platform to over 375 websites operatedur customers. These websites generated ovdiidnlage views to our platform during
the month ended November 30, 2010 according tomemal data. We believe that our significant @amnde reach increases our advertising
opportunities, provides feedback data that facdgdmprovement of user experiences as well asingfiand optimizing our platform, while al
providing economic benefits to our customers thtoagr revenuesharing program. Under this program, we place cante have produced ¢
our network of customer websites and share witttiee advertising revenue generated by such cormeditionally, we believe that our
relationships with our customers provide us valeaibss-selling opportunities with respect to dheoproducts and services. For example, a
number of our customers, including USATODAY.com &inel online versions of the San Francisco Chrorsinlé the Houston Chronicle, be¢
their relationships with us by purchasing our sbiadia tools and then subsequently began deplayingontent on their websites.

Large, Complementary Registrar Service Offeri

We own and operate the world's secorgektrdomain name registrar, with over 10 milliom@in names under management, which
provides us with proprietary and valuable datagas¢o new sources of traffic and expanded thirtsghstribution opportunities for our
platform.

. Proprietary Data. In providing registration services for over 1dlioh domain names, our Registrar resolves an @eecd ove
2 billion domain name system queries per day. agifrar also serviced, on average, more than flismdomain name look-
ups per day from potential customers seeking tstegnew websites or purchase existing domainmduhe quarter ended
September 30, 2010. These queries and look-upsderowight into what consumers may be seekingnerdind represent a
proprietary and valuable source of relevant infdramafor our platform’s title generation algorithrasd the algorithms we use to
acquire undeveloped websites for our portfolio.

. New Sources of Traffii Our Registrar gives us an advantage in accumglatiluable additions to our portfolio of owned ¢

operated websites. Domain names not renewed hygter registrants that meet certain of our cidteére acquired by us to
augment our portfolio of
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undeveloped owned and operated websites. Our attcHgs stream of expiring names and visibilityoithe organic
performance of those sites is a unique sourcetafalad creates the potential for future growthoiar Content & Media service
offering.

. Expanded Third-Party Distribution.The millions of third-party owned domain names/geed by our Registrar offering
represent a significant and ongoing source of enstaelationships. Many of these customers are-sugled to take advantage
of the content, social media and monetization ses/provided by our platform. We believe that theeptial for growth in
customers, along with their increased use of owr aed existing products, represents a potentigyificant source of growth
for our business.

Highly Scalable Operating Platforn

We have built an extensive operatingastiructure that is designed to scale with our gngvgiervices. Our information technology
infrastructure managed over 5 billion page viewghmquarter ended September 30, 2010. We arechiostiata centers on both coasts of the
United States, as well as in Europe, with a netvadréervers to rapidly respond to increases in wows traffic, as well as to manage
performance and reliability. Additionally, we usailtiple content delivery network providers, providisignificant incremental scalability, as
well as an opportunity to optimize traffic basedamst and performance. Our service intelligencéesys provide near real-time insight into the
performance of our websites, which entails traclormgr 1 billion discrete events per month. Our pagtrprocessing systems reliably calcul
and distributed on average over 46,000 paymentsrdainduring the third quarter of 2010 to our freeka content creators and customers. T
systems have been customized to meet our uniquiesereeds, and provide us both the scale andfliyithat we need to manage our highly
dynamic and growing service.

Growth Strategy

Our mission is to fulfill the world's damd for commercially valuable content and we beliexe are in the early stages of a large and
long-term business opportunity. We believe thasbgcessfully implementing our strategy, we canefioste following virtuous cycle:

. Create and distribute in-demand content using jpetgy algorithms and processes to our owned aedatgd websites and to
our network of customer websites;

. Monetize the traffic driven to our owned and opedatebsites and to our network of customer web#itesigh targeted
advertisements matched with our content in a matir@@maximizes advertising revenue and end-ugsgréence; and

. Reinvest back into our platform to generate add#i@ontent, improve our proprietary algorithms angcesses and expand
network of owned and operated websites and custamlesites.

Key elements of our strategy to extendleadership position and further perpetuate thieieus cycle are to:
Increase the Scale of Production of Hi-Quality, Commercially Valuable Content

We have made substantial investmentsiiidibg proprietary technologies, algorithms andqasses capable of creating high-quality,
cost-effective content at scale. We intend to lagerand continually refine these technologies,rdtgus and processes to increase the scale of
our content production. Additionally, the size awalability of our platform allow us to create aigtribute new formats of content, such as
long-form video, and we intend to continue to eatduthe commercial viability of such formats.
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Enhance Our Value Proposition to our Content Creasp Website Publishers and Advertise

We intend to continuously deliver outstimug service, scale of audience and feedback tdrealance content creators, website publis
and advertisers in a manner that enhances ourrkFadeosition in the professional creation of oré content at scale. For freelance content
creators, we are committed to developing the higheality and most diverse professional contenattrecommunity. We accomplish this
through a deep understanding of this communityésia@nd by providing efficient tools to help creatidentify opportunities to publish
compelling content. For website publishers, weridteo enhance our platform's ability to help oustomers attract users and provide an
engaging and satisfying website experience thatargs overall monetization. For advertisers, wé e@ghtinue to deliver high-quality,
commercially valuable content along with a sopbégtd system of monetization tools to enhanceffeetveness of online advertising
campaigns. We will also provide enhanced and diffeated opportunities for brand advertisers tokettheir products and services to highly-
engaged, targeted audiences from within uniquesogpiatte and contextually relevant content as weettione successfully to date for
advertisers.

Grow Our Audiences

We aim to grow our online audience reactl build highly passionate, online user commusiti#e believe that we are well-positioned
to leverage eHow's sizeable presence in severid¢aisrsuch as Home & Garden, Health and Fashityte & Personal Care in combination
with new and existing owned and operated propettidsiild a leading position in additional areazofisumer interest. We will specifically
target high-value vertical market segments wheréeleve we can achieve a leadership position #nalcha disproportionate share of
advertising. In addition, as brands and prominemmliphers struggle to address their high contestszave believe our ability to supply them
with lower cost, commercially valuable content wilhke us a partner of choice and will expand aategic partner network. This is an
integral part of our growth strategy as it contihuprovides new distribution channels for our cemit We believe our successful relationships
with respected media brands such as USATODAY .codtla@ San Francisco Chronicle underscore the gualibur content and our
attractiveness as a partner and supplier to teaditimedia companies. Finally, we are also contislyolooking for ways to increase the scope
of our engagement with our current customers, tioly the customers of our Registrar service oftgrby increasing their use of our platform
components and expanding our audiences.

Improve Monetizatior

We intend to increase monetization opputies by improving ad-serving algorithms, growimgr advertising base and expanding our
direct sales force. We intend to continue optingznur proprietary algorithms in order to maximiZelgs and fill rates from our advertiser
feeds and grow our advertising base by enterirgrietv relationships with additional advertisingwatks. In addition, we expect to
significantly expand our direct sales force to aegtrthe advertisements provided by our advertisgtgvorks. According to ZenithOptimedia,
the online display advertising market is estimatedxceed $7 billion in 2010, with the overall despadvertising market (including the offline
advertising market) estimated to exceed $100 hilliwe plan to expand our direct sales force tavatk relationships with leading brand
advertisers and engage their target audiencesliang our platform.

Expand Internationally

We believe our model is readily transdbte to international markets. We intend to cajzi¢éabn the growing breadth of skills, including
language skills, of our freelance content creatonmunity and the versatility of our loriged content that can often transcend geograne
cultures, to target certain foreign, including rieinglish speaking, countries. In addition to thasenfthe United States, we accept content
creators from the United Kingdom, or UK, and Canadd we have launched a UK
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version of eHow, which has grown since its launcBéptember 2009 to attract approximately 4.8 amillinique visitors for the month ended
November 30, 2010 according to our internal data.N&ve begun testing translation options for oatf@tm, which will allow us to expar
internationally in an efficient manner. For example are already conducting translation tests im@&ay and Spain. Additionally, we believe
we can expand the scope of new content to coveigiorlocal and cultural phenomena which may reppresew opportunities in new markets.

Embrace New Content Distribution Channe

We intend to expand our existing disttibi network to leverage emerging and alternathv@nmels, including complementary social
media platforms such as Facebook and Twitter, custpplications for mobile platforms such as theoifth) Blackberry and Android operating
systems, and new types of devices used to acoes$stédinet such as the iPad. As these channelgoertb grow and evolve, we intend to
invest sufficient resources to ensure that our-gjgality content is able to fulfill the world's damd for commercially valuable content on any
device anywhere.

Grow our Registrar

We intend to continue to grow the totainiber of domain names managed by our Registraffeyirgg domain name registration services
at highly attractive price points, increasing caso loyalty through the sale of reliable and aftig valueadded services and offering turnl
solutions to help new and existing resellers marsagkgrow their customer bases. As the world'sekrg/holesaler of domain name
registration services, we believe we can contiougttract large, established domain name resdbessr platform while growing our domain
name registrations from our existing reseller kaseugh organic growth. We intend to use our irdésales and customer care teams to help
encourage our new and existing reseller base tlitdte new domain name registrations and to ermgeirenewal of existing customer
domains. We believe that as our total number ofalomames under management grows, we will haveasad opportunities to increase the
penetration of existing value-added products andaes and to use data generated from our Regséraices to enhance our Content & Media
offerings.

Products and Services

Our business is comprised of two distanod complementary service offerings: Content & Methd Registrar. Through our Content &
Media and Registrar service offerings, we offerideavariety of products and services, includinghhggiality, commercially valuable content
produced to meet consumer demand, enterprise-stass media applications designed to enhanceaxgerience, a system of monetization
tools intended to match targeted advertisements @ahtent in a manner that maximizes advertisingmae and end-user experience and
domain name registration services that provide diomame registration as well as additional valudeatiservices designed to help our
customers easily develop, enhance and protectdbeiains.

Content & Media
Content Creation

Published content, whether online orioéf] can generally be categorized into two groshsrter-lived, time-sensitive content that
revolves around news and current events; and lelhget content that is informational or educatioaatl addresses enduring, common
questions faced by consumers. For example, weeklisimagazines focus on shorter-lived content whilerence or "do-it-yourself" guide
books focus on longer-lived reference material.

Our Content & Media offering is focused areating long-lived media content, primarily cating of text articles and videos, and
delivering it along with our social media and maznation
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tools to our owned and operated websites and toetvork of customer websites. We leverage progmyeiechnology and algorithms and our
automated online workflow processes to create contéh a predicted economic return above a minintreshold. We believe that our
process matches or exceeds the editorial proce$seslitional media companies and of our onlinmpetitors, and ensures that the content we
create is of high quality and factually accurate.

. Title Generation Utilizing a series of proprietary technologielgaaithms and processes, we analyze search qudryse
behavior data to identify commercially valuableitgpthat are in-demand. This includes analysisubiply available third-party
data, such as keyword prices on large advertisgtgyorks and the frequency of specific search qaede well as analysis of
proprietary data from our Content & Media and Rigrsservice offerings, such as the types of domaimes being purchased
and the types of search queries driving consunoeositt text articles and videos.

Once commercially valuable titles have been idesttjfthey undergo a multi-step process wherebyaetof our community of
qualified freelance content creators quality checkt and approve specific article and video titeensure that they are
appropriate, accurate and clearly understandalelfer® any title receives final approval, we compheepotential new title to
those in our existing library to ensure uniqueradgbe title and to minimize redundancy. Usingemia such as the target
website's existing content library, taxonomy aniceil voice, we select titles that are editogadippropriate for each owned
and operated website and customer website.

. Content Generatior Our creators can claim titles, both for text aidko, by searching within categories we make abéa! to
them online. Once a title has been selected fatiore, a freelance content creator has a limitedwarhof time to submit the
completed text article or video for further reviefter this time has lapsed, the title can be ctadrby another freelance content
creator. After the content creator submits a tetitla or video to us, it undergoes a series of Anmditorial reviews, including
copy editing, fact checking and reference checkasgyell as an automated plagiarism check. Cugresth text article we
create involves a multi-step process which includiesct interaction with at least 14 human toucmiso At the end of the
process, we own full rights to the content as wanksle for hire. The text article or video is théstributed to our owned and
operated websites or to our network of customersites.

Content Investment Strategy

We strive to create long-lived contenthwiositive growth characteristics that is expedtegield an attractive financial return over its
useful life. We base our capital allocation deaisiprimarily on our analysis of a predicted intémage of return and have generally observed
favorable historical returns on content. For examnplr article content published on eHow in thedtijuarter of 2008, or Q308 cohort,
generated a 76% internal rate of return. This ieterate of return measure does not account forewsnue after September 30, 2010, although
we anticipate that our Q308 cohort will continuggemerate revenue for the foreseeable future ardfre achieve a higher internal rate of
return. For example, article content produced @308 cohort achieved 67% revenue growth in tind uarter of 2010 as compared to the
third quarter of 2009, and based on estimated tiagwarter 2010 results, achieved moderately higbar-over-year revenue growth in the
fourth quarter of 2010 than the 67% achieved inthirel quarter of 2010.

Further, this internal rate of return swa assumes that our Q308 cohort content has eafae of zero as of September 30, 2010, even
though we believe that our content continues teetsbstantial fair value as it ages. We have netrgitted to incorporate actual fair values in
our internal rate of return calculations becausgeglis not an established market for content asgeitar to ours,
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and accordingly, such assets may be difficult loe&aAlthough we previously have sold select congessets to a number of purchasers, such
sales have not been significant as a percentagerdbtal content assets. If we were to estimatddlr value of our content for purposes of our
internal rate of return calculations, such caléate would increase materially. For example, ifwere to assume that the fair value of our
Q308 cohort as of September 30, 2010 is equaltandial investment in that content, our intermate of return calculation for such cohort
would increase from 76% to 112%.

We calculate the internal rate of retamnall content we publish in a particular quartenjch we refer to as a cohort, as the discount rate
that, when applied to the advertising revenue, ¢estain direct ongoing costs, generated from ttea over a period of time, produces an
amount equal to the initial investment in that adh@/hen calculating internal rate of return fozahort, we make estimates regarding when
revenue for that cohort will be received. The cldtian of internal rate of return is highly depentlen the timing of revenue, with revenue
earned earlier resulting in greater internal rafegturn than the same amount of revenue earnsdhbisequent periods. For purposes of
calculating internal rate of return, we use avesageestimate upfront cost involved in creatingteah Specifically, we estimate the aggregate
cost to create a specific cohort of content by iplying the average cash payment made to our fneelaontent creators by the number of
articles produced in that period. These costs delkertain in-house editorial costs, but excludirétt services costs that support content
creation and distribution, such as bandwidth armeggd corporate overhead. With respect to eachrtolie estimate the revenue generated
over its lifetime to date by using the average neseper thousand page views multiplied by the nurabpage views generated in that period.
However, we do not include indirect revenue in calculations, such as the revenue generated fraertising appearing on non-article pages
or subscription revenues of websites to which aurigedistributed. In addition, we use more estesand assumptions to calculate the internal
rate of return on video content because our systemdprocess to collect historical data on videtteat are less robust. Because our internal
rate of return calculation is based on estimatesamsumptions of cost and revenue that may notdgate, it may not reflect the actual
internal rate of return for a cohort.

We selected the Q308 cohort for analysisause it represents the oldest cohort thatedilihe core elements of our current content
creation process, yielding eight quarters of histdrresults to date. However, due to the evolviagure of our business, the composition and
distribution of the Q308 cohort is not the saméhascomposition and distribution of the contentdurmed in all other historic periods and will
not be the same as the composition and distributidature content cohorts. Certain variables thay affect our internal rate of return on
content include the following:

. Distribution outlets for our content are changite are distributing increasing amounts of conterdgustomer websites and
our owned and operated websites other than eHomeXample, 69% of our content produced in the thirdrter of 2010 was
published to eHow while 100% of the content in Q308 cohort was published to eHow. To date, eHosuidargest and most
established distribution outlet for our content. &erage, internal rates of return on content phblil on less established
distribution outlets have not been as high asdkesrachieved on eHow.

. We have used and will continue to use new methailedcfor content production. For example, approxétya32% of our Q308
cohort was sourced from third parties who were nexensive than our freelance content creatorsvuaddid not widely
utilize our internal algorithms. Since the secondrter of 2009 our internal algorithms and freeéaogntent creation processes
have been used to produce substantially all ofdticle content.

. The format, category and media of the contentwieaproduce changes over time including the mixrfle content versu
video content. Although historically our data ode® performance is not as comprehensive as ouodadaticle performance,
we believe currently that the internal rate of retan video is less than the internal rate of retum article content. Our Q308
cohort had no video content in it.
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. Content production costs, monetization rates awgg péews all affect internal rates of return, anelse factors may vary among
cohorts. For example, internal rates of return famticles published on eHow in 2010 have, on awerbgen comparable to the
internal rates of return from articles publishedebfow over the comparable period of 2008, but hamegverage, been lower
than the internal rates of return from articleslhied on eHow over the comparable period of 2008s is due to significantly
higher page views generated on eHow by 2009 puddisiontent as compared to that initially publisire®2008 and 2010.
Further, in an effort to create long-term growtlporiunities for our business such as expandingriatenally or producing
more expensive, long form content, we may elecbtaie investments that generate lower internal i@testurn than those
experienced in the past.

. We have historically had a small number of revesi@ring arrangements with our content creatorsoand¢ustomers. We are
currently planning on entering into more of theseenue-sharing arrangements. Our Q308 cohort haevemue sharing
arrangements.

Internal rates of return for content proed now or in the future may be significantly ldssn those achieved in previous periods. See
"Risk Factor—Since our content creation and distidn model is new and evolving, the future intémages of return on content may be less
than our historic internal rates of return on canteHowever, we believe that our analytical aptoto content creation allows us to make
strategic investments designed to maximize return.

Persons considering whether to purchiaaees of our common stock should not considernadaates of return on content as an indic
of the investment return on our stock. The rateetifrn on our common stock will depend on a nunabéinancial and norfinancial metrics, ¢
which internal rate of return on content is onlyeoRor example, the rate of return on our commoaoksivill depend on our ability to efficiently
manage the costs of our business which are notpocated in the calculation of internal rates afinre and on our ability to develop
applications for our owned and operated websitasdbr users find engaging and helpful.

Freelance Content Creator Community

We engage our robust community of praéesd freelance content creators, including copyoesl, writers and filmmakers, to create
original, commercially valuable online text andefdcontent at scale. As of December 31, 2010, auteat studio had approximately 13,000
freelance content creators, a significant numbevio€h have prior experience in newspapers, magazin broadcast television. We attract our
freelance content creators predominantly througdtipg targeted advertisements on writing and jolismawebsites, initiating recruiting
campaigns on social media websites, such as FakembTwitter, engaging in print campaigns and spoing events to promote our business
to the freelance community. In order to ensure Wetngage and retain highly qualified contenttorsawith relevant experience, the
individuals undergo a rigorous qualification prageshich includes the submission of writing samplemimum experience thresholds and, in
certain instances, the achievement of satisfacesylts on qualification tests, before they arevadid to participate in generating content for
network of owned and operated websites and custammbsites.

Through our title and content creatioogasses, we enable our freelance content creatpreduce valuable content, reach an audience
of millions and earn income from a ready supplawdilable work assignments. During the year endeceihber 31, 2010, our content studio
generated approximately 2 million text articles amkos, which we believe makes us one of the tepdroducers of professional content
online. For each text article and video that isited, freelance content creators receive feedlaggkpval and ratings that help educate the
creators and hone their skills. Moreover, freelacm&ent creators receive bylines on their pubtistentent, helping promote their talent and
experience. We pay substantially all of our conteatitors a fixed fee for each text
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article or video they create, and we distributeséhpayments on a twice weekly basis. The fee &raded by the type of assignment and the
qualifications of the content creator. A small pmrtof our content creators opt to receive, in liddixed fees, a share of the revenue their
content generates, which we pay out on a monthdistsubject to certain minimum earnings. Therefoyepffering our freelance content
creators the ability to pursue a large volumetddiin the topic categories that most interestthihe training and mentoring provided by our
in-house editorial team and competitive paymentsteir services, we are able to retain a highlglified community of freelance content
creators who deliver content that consumers deratisdale.

Content Distribution

Owned and Operated. We deploy our content, social media and sysiEmonetization tools on our owned and operatedsited that
collectively attracted over 105 million unique ¥iss who generated over 679 million page views gligtduring the month ended
November 30, 2010, according to comScore. Our websiffer users relevant, useful and/or entertgioiontent across a broad range of to
and categories. Our leading websites also offeresite social media functionality, such as usefilpgand comments, which enable users to
personalize their experiences as well as fostemmamnity growth. In addition to the high-quality cent and social media features provided
through our platform, some of our websites alstufeaunique online and mobile applications thatagrggusers at an even more personal level.
Users visit our sites through search engine reddiltsct navigation and social media referrals. @absites are designed to be easily
discoverable by users due to the combination efvesit content, search engine optimization and iiigyaof users to recommend and share
content via social media websites such as Facebook.

Across our owned and operated websitesank in the top 10 of ten different comScore sitegories, such as Home, Health and
Beauty/Fashion/Style, for the month ended Nover88e2010, based on unique visitors, as measuredtmscore. Among our portfolio of
owned and operated websites, eHow is our most ssftdevebsite to-date based on the number of mpnithique visitors. eHow is a top 20
ranked website in the United States with 55 millisrique visitors during the month ended Novembe28A0 as measured by comScore.
eHow's wholly-owned current library includes approately 1.8 million text articles and over 155,086tructional videos that are presented in
an easy-to-understand manner. A significant mgjarfithe text articles and videos in the eHow ligravas created by professionals and topical
experts. eHow has successfully integrated all dspgour platform including content creation, sdechedia tools or applications and
monetization tools. For the year ended Decembe2@19 and the nine months ended September 30, 2&l@§enerated approximately 13%
and 23%, respectively, of our revenue from eHowoeer individual site was responsible for morenth@% of our revenue in these periods.
We intend to leverage eHow's sizeable presenceribmation with new and existing owned and operategerties to build a leading position
in additional areas of consumer interest.

For example, by combining our eHow Hom&&rden category with several other related owmedogerated websites (including
GardenGuides.com) and creating over 300,000 t¢ixte and videos, we have built the top ranked Elavebsite presence as measured by
comScore, attracting over 8.7 million unique uskréng the month ended November 30, 2010. In th&ltHeategory, the combination of our
eHow Health category with our LIVESTRONG.com websivhich we launched in September 2008, has betoenthird most visited health
website in the United States, according to comSaiteacting over 13 million unique users during thonth ended November 30, 2010.
LIVESTRONG.com has an extensive library of over 280 health, fithess, lifestyle and nutrition texticles and videos, which combined v
interactive tools and social media community fegguhelp users create customized goals and mahéwrhealth, fithess and life achieveme
We believe that this strategy enhances our moriitizaapabilities and provides an attractive solufior advertisers interested in reaching
targeted audiences.

118




Table of Contents

As we continue to populate selectedcitegories with new, highly specific, relevant esrtas well as broad functionality from our
social media tools, we believe we can continueuitilbeadership positions in a number of additiomalrket segments. Moreover, our ability to
crosshnk related content spread across various websitikén our portfolio improves the overall effeatimess and standing of our entire ow
and operated network. This leads to a virtuousecithrowing audience and traffic to our leadingysites which allows us to attain leadership
positions in new categories, which in turn augmeamt bolster our websites' attractiveness to achegsj driving improved monetization
opportunities and providing for further reinvestrngnour platform.

In addition to eHow and LIVESTRONG.conuy @wned and operated websites include Trails.@leading subscription-based online
resource for self-guided outdoor and adventurestrevNorth America, Golflink.com, a leading golielsite with comprehensive scdraeking
and golf-improvement applications, articles ancewisi Cracked.com, a leading humor website offernigjnal comedy-driven text articles and
videos, Answerbag.com, a leading social questiahaarswer website, and other enthusiast websitessernumber of verticals, such as casual
games, sports, automotive and general entertainment

Customer Network. Our customer network includes leading publishbrands and retailers, providing the potentiaxpand our
distribution and enhance our monetization oppotiesi Over 375 websites operated by our custorsach as the San Francisco Chronicle,
deploy some or all components of our platform astbgir websites, enhancing their content, socedimand monetization features and
capabilities. Collectively, our network of customegbsites generated over 1 billion page views toptatform during the month ended
November 30, 2010 according to our internal d

Our relationship with the San Francis¢wdicle is an example of the power of our platfokifter initially supplying the San Francisco
Chronicle website, SFGate.com, with our social mgaoducts, we expanded the relationship to novioglequr content and system of
monetization tools to create SFGate's Home Guidetsos, which is hosted and served by our technotogour platform's server network. Our
platform provides unique text articles and videslsvant to the Home Guides section, social mediatfanality compatible with Facebook
sharing and monetization tools.

Another example is our relationship withuTube. We believe we are YouTube's largest caqmvider as measured by the number of
videos contributed. We believe that our videos auube, which have been viewed more than 2 biliimes, are particularly attractive to
advertisers because they are rights cleared arfidgsionally produced.

Content Monetization

We have developed a multi-faceted, peipry system incorporating advertising networksluding Google AdSense, designed to
maximize yields. Our system of monetization toaldudes contextual matching algorithms which pladeertising based on website content,
yield optimization systems which continuously exa&iperformance of advertisements on websites iinmize revenue and ad managem
infrastructures to manage multiple ad formats aomtrol ad inventory. These tools can be deployedgdide a publisher's own content or in
conjunction with content from our platform. Consist with other performance-based advertising prograve enter into revenue-sharing
arrangements with website publishers that utilizesystem of monetization tools.

We have started to expand our directssaleee to sell display advertisements across otireedistribution network, spanning both our
owned and operated websites and our network obmestwebsites. We believe this initiative will giue greater access to advertisers' broader
brand marketing campaigns.
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Social Media Application:

Our integrated social media applicatiforgoublishers and brands help drive audienceghisiand revenue. Companies primarily use
social media applications to add community-buildieatures to their websites and mobile applicatiéey capabilities include user profiles,
comments, forums, reviews, blogs, photo and videwisg, media galleries, groups and messaging.ubirour social media products,
websites can bridge user actions, identities aladioaships to leading social networks such as baale. In 2009, Forrester gave us a perfect
score for our breadth of features in a comparatvéeew of nine community platform vendors, one ofyotwo social media technology
companies to receive perfect scores in this cayegor

We deploy our social media products agmammable social application servers, which asigihed to easily integrate with customers'
existing technology systems and scale to high seeklser traffic. Our Widget Management, Softwaeyelopment Kit, APIs and other
developer tools are used by agencies and custdmersate differentiated social media applicati@fen, our social media applications are
tightly built into core site services, such as fa@ War Rooms on NFL.com. Additionally, our socredia applications provide a number of
back-end tools, including: the Community and MotieraManager for user, content and abuse managesnenthe Analytics Manager for
activity reporting and return on investment assesgnAdditional services such as Rewards, whicligemuser incentives such as badges and
points, help augment our product offerings.

Registrar

We own and operate eNom, the world'sdstrgvholesale registrar of Internet domain namestlae world's second largest registrar
overall, with over 10 million domain names undemagement. As of October 19, 2010, there were 1L21ll®n total active domain names in
the top five generic top level domains—.com, .raf, .biz and .info—according to DomainTools, dfigh we managed approximately 8%.
Our Registrar service offering processes and resasignificant number of domain name and domamensystem, or DNS, queries and these
gueries generate data that we utilize to augmentantent creation process. For the year endedrbleee31, 2009 and the nine months ended
September 30, 2010, we generated approximatelyat&¥4 1%, respectively, of our revenue from our BRiegii services.

As a wholesaler, we provide domain naeggstration services and related value-added ss@resellers, including small businesses,
large e-commerce websites, Internet service provided web-hosting companies. These resellerartin tontract directly with domain name
registrants to deliver these services. Our Regiseevice offering gives resellers the choice tiexi a highly customizable APl model or a
turnkey solution. Our customizable API solutionlies a selection of over 275 commands and integraith third-party merchant account
and billing tools, hosting and email tools as veallother value-added services. Our turnkey ressdletion allows a reseller to quickly start
selling our Registrar service offering productthgh their own website. We also provide domain neggéstration and related value-added
services directly to consumers. Our Registrar seruifering gives us a steady recurring base aa&iition revenue and its wholesale nature
allows us to operate with relatively low marketigd customer acquisition costs.

Through our Registrar, we provide thédf@ing services to our customers:
Domain Name Loo-up and Registration

We offer our customers the ability torsédor and register Internet domain names throughRegistrar. Our Registrar serves existing
and potential new customers looking to register demain names or purchase existing domain namealkvas customers to renew their
existing registered domain names. For the quange@ September 30, 2010, an average of over llidmidomain name search queries, or
look-ups, are processed by our Registrar daily béleve that the majority of these
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look-ups are for names intended to serve a comalgrarpose and we use the data associated witbdkeups to augment our content
algorithms. Users can search for and identify ailalble domain name that best fits their needs, st a few clicks can claim and register
the name. In addition, we offer customers the it transfer the registration of a single doma@me or multiple domain names to us from
other registrars using our automated domain naamsfier service.

Domain Name Syster

Our Registrar service offering facilitate significant portion of the world's domain nasygstem Internet traffic with an average of over
2 billion DNS queries resolved per day. A DNS quegresents the process of translating a domairemaquested by an Internet user into the
Internet Protocol, or IP, address, of the devicgtihg the requested website. In addition, as oblmt 19, 2010, nearly 71% of our Registrar's
customers' registered domain names are .com gTiepsgesenting approximately 8% of the 90.4 milliotat active .com gTLDs according to
DomainTools. According to VeriSign, .com currentbpresents the largest and the most commerciatipkshed gTLD in terms of domain
name registrations. Based on this fact, .com waldd be the largest in terms of revenue and DN§ctra

Value-Added Services

In addition to domain name registratiervices, we also offer a number of other produntsservices designed to help our customers
easily develop, enhance and protect their domainkjding the following:

. third-party website security services, such as SecurkeBtayer, or SSL, certificate

. identification protection services that help keepmein owners' information private through our Itect service;
. web hosting plans for both Linux and Windows; and

. customizable email accounts that allow the custdmeet up multiple mailboxes using a domain ne

We have also developed a number of petgny services designed to help enhance visikdlity help drive traffic to our customers' sites.
These services include:

. Rich Content, which allows website owners to adatextually relevant, high-quality articles and vaggrom our wholly-owned
content library to their sites; and

. Business Listing services to help our customergdibe through Whois lookup inquiries.

All of our owned and operated websitas|uding over 500,000 undeveloped websites, anstezgd through our Registrar, providing
cost savings through at-cost wholesale registraiiaing.

Technology

The primary objectives of our proprietéeghnologies are to create an engaging consunperiexce and to achieve higher media yield,
deliver better results for our customers and mffieiently and effectively manage our scale andvgito We continuously strive to develop
technologies that allow us to better match Inteuigtors in our verticals to the information oiopluct offerings they seek at scale. In doing so,
our technologies can allow us to simultaneouslyrowp visitor satisfaction and increase our medédyiSome of the key applications in our
technology platform are:

. analytical tools evaluating third-party and proparg data to identify consumer demand;
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. an ad server tracking the placement and performahcentent, creative messaging and offerings ann@bsites and on those
publishers with whom we work;

. data-driven applications for dynamically matchimmtent, offers or brands to Internet visitors' @gsed needs or interests;

. an Internet scale content creation, classificagind publishing system that allows us to find thst ides for our community of
writers, produce those titles and supply them todistribution points;

. enterprise-class applications powering our socedlian suite;

. dashboards and reporting tools displaying operatitdjfinancial metrics for thousands of ongoingkating campaigns;

. mechanisms for tracking, paying and fulfilling #ing requirements for our extensive freelancetea creator communit)
. a compliance tool capable of cataloging and fiftgrcontent from the thousands of websites on whioghmarketing prograrr

appear to ensure adherence to customer brandidglmgs and to regulatory requirements;
. applications and infrastructure to quickly andably serve content at a massive scale; and

. a wholesale and retail domain registrar platfc

Our technologies are software applicatibuilt to run on independent clusters of standardmercially available servers, with
redundancy at each layer: storage, proprietanjicgifin logic and presentation to web visitors. i¥ake substantial use of off the shelf
available open source technologies such as PHP{MyBlemcache, and Lucene in addition to commemiforms from Microsoft,
including Windows, SQL Server, and .NET. These i@pfibns are connected to the Internet via loadrdrs, firewalls, and routers installed
in multiple redundant pairs. This architecture effoscaling up to dozens of servers for a largpgny, such as eHow, as well as scaling down
to pairs of servers for smaller properties whilargig network and Internet infrastructure. Thisfgguration allows us to expand for growth in
page views and unique users, as well as add nevpreperties.

Data Centers and Network Acce

Our primary data centers are hosted agitey providers of hosting services in Santa Cl@edifornia, Ashburn, Virginia, Austin, Texas
and Amsterdam, The Netherlands. We are in the psookenabling back-up servers for all of our kgstems and components that will run
concurrently with our primary servers and mirrag thformation contained on our primary serverssTdack-up system will enable additional
fault tolerance and will support our continued gtiow

Our data centers host our various puflalitng websites and applications, as well as mdmubback-end business intelligence and
financial systems. The websites are designed fadietolerant, with collections of identical webrgers connecting to enterprise databases.
Our social media tools do not require an entergizgabase, but instead rely on high performancg, &wvailability disk systems for data
storage. The design also includes load balandegsdlls and routers that connect the componerdspaovide connections to the Internet. The
failure of any individual component is not expecteffect the overall availability of any of ouebsites.

One of our systems also includes a petgry method of accessing customer relevant cofremtthe data center, providing very fast
response times. This system is designed to scalecmammodate the growth in the amount of contedtramber of visitors to our properties.
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Network Security

Our data centers maintain real time guiey communications with our various domain regiattd domain reseller partners, as well as
many social media customers. We also use leadimgnaocial antivirus, firewall and patch-managemenhtologies to protect and maintain
the systems located at the data centers.

Sales and Marketing

A significant portion of our revenue isrtved from cost-per-click advertising provided®gogle. We deliver online advertisements
provided by Google to our owned and operated websis well as on certain of our customers' websgitese we share a portion of the reve
generated from those advertisements. For the yedeDecember 31, 2009 and the nine months engedrSiger 30, 2010, we derived
approximately 18% and 28%, respectively, of oualtegdvenue from our advertising arrangements witlh@ke. Google maintains the direct
relationships with the advertisers and providewitis cost-per-click advertising services. Our Gaogfireements include the advertising
agreement for our developed websites, the advegtsgreement for our undeveloped websites andgifeement to engage Google's
DoubleClick ad-serving platform to deliver advestizents to our developed websites, all of which rexioi the second quarter of 2012. In
addition, the YouTube content agreement, purswawthich we post video content on YouTube, expirethé fourth quarter of 2011. Google
can terminate its agreements with us before theatiqgn of the applicable terms upon the occurresfoeertain events. For example, our
agreements with Google can be terminated by Gdogleur failure to cure a material breach or if @tmodetermines that we have violated a
third party's rights. See "Risk Factor—We are dépaih upon certain material agreements with Goagla fsignificant portion of our revenue.
A termination of these agreements, or a failureeteew them on favorable terms, would adverselycaffar business."

To date, we have generated advertisingmee primarily through the sale of online advertients, sourced through advertising netwc
We intend to increase our advertising revenuesxpprmding our direct sales force. As of SeptembelB8Q0, we had over 25 employees in our
direct sales force.

Customers

We currently deploy our platform to webgpublishers and our Registrar products and ses\iz resellers, including large e-commerce
websites, Internet service providers and web-hgstompanies and, to a lesser extent, consumersirfgte publisher, consumer, e-commerce
website, service provider or web-hosting compamyasents more than 10% of our total consolidatedmee.

Competition
Content & Media

The online content and media market wégygate in is new, rapidly evolving and intensetympetitive. Competition is expected to
intensify in the future as more companies entestiace. We compete for business on a number afrfaictcluding return on marketing
investment, price, access to targeted audienceguailiy. Our principal competitors in this spanelude traditional Internet companies like
Yahoo! and AOL, both of whom are making significamtestments in order to compete with aspects obosiness. For example, in 2010,
Yahoo! acquired Associated Content, an online ghleli and distributor of original content. Assodla@ontent allows anyone, both paid and
non-paid content creators, to publish content ywfanmat, and connects the content to consumertgya and advertisers. In 2009, AOL
launched Seed, a content and media platform thps lseeate online content for distribution acrds®fAOL's properties. However, we belie
we compare
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favorably with these companies with respect toftloels, experience, scale, proprietary technologly@oncesses and editorial control that
characterize our content creation operations.

Additionally, we compete with web portéiat focus on particular areas of consumer intesesh as Glam, WebMD and About.com for
online audiences and marketing budgets. With régpesur social media tools we compete with severaiate companies such as Jive
Software and KickApps. However, we believe, we caredavorably with these companies with respebréadth of product features,
flexibility of integration and scale of customeiags.

We compete to attract and preserve iotenas with consumers, content creators, websibdighers and advertisers. We compete
differently and on different dimensions for eachlwse constituents.

. Consumers. We compete to attract and retain users of ourectby offering them the most relevant, high-oyaliargeted
information.

. Content Creators. We compete to attract and retain the top freelamgters, filmmakers and copy editors by offerthgm
competitive payments for their services and thétgho pursue a large volume of titles in the pategories that most interest
them.

. Website Publishers.We compete to attract and retain content pubisshe offering licensed access to the most relegantent

developed specifically for their target audience.

. Advertisers We compete to attract and retain advertisersilipgythem access to the most relevant and targateiences fo
their products or services.

Registrar

The markets for domain name registra¢ind web-based services are intensely competitivectvhpete for business on a number of
factors including price, value-added services, saagh-mail and wehesting, customer service and reliability. Our pifral competitors incluc
existing registrars, such as GoDaddy, Tucows anithddene IT, and new registrars entering the domaime registration business.

We believe that we compete favorably imiach of the groups mentioned above. Howevernihastries we compete in are rapidly
evolving and we believe that new competitors witlezge that may try to undermine our market position

Intellectual Property

Our intellectual property, consistingtigfde secrets, trademarks, copyrights and patents,the aggregate, important to our business.
We rely on a combination of trade secret, trademaskyright and patent laws in the United Statesa@ther jurisdictions, together with
confidentiality agreements and technical meastiogsiotect the confidentiality of our proprietaighits. As of December 31, 2010, we have
been granted eight patents by the United StatesPaibd Trademark Office and have 20 patent agpitspending in the United States and
other jurisdictions. Our patents expire between1282d 2027. We rely more heavily on trade secraeption than patent protection. To pro
our trade secrets, we control access to our prigpyisystems and technology and enter into confidiély and invention assignment
agreements with our employees and consultants @nfitlentiality agreements with other third partissaddition, because of the relatively
high cost we would experience in registering albof copyrights with the United States Copyrighti€af, we generally do not register the
copyrights associated with our content with thetehiStates Copyright Office.
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Government Regulation

Advertising and promotional informatiorepented to visitors on our websites and our atieketing activities are subject to federal and
state consumer protection laws that regulate uafairdeceptive practices. In the United Statesgéms has begun to adopt legislation that
regulates certain aspects of the Internet, inclydinline content, user privacy, taxation, liability third-party activities and jurisdiction. Such
legislation includes the following:

. Communications Decency A The Communications Decency Act, or CDA, regula@stent of material on the Internet, ¢
provides immunity to Internet service providers anoviders of interactive computer services fotaierclaims based on contt
posted by third parties. The CDA and the case tderpreting it provide that domain name registeard website hosting
providers cannot be liable for defamatory or obscesntent posted by customers on websites unlegprticipate in creating
or developing the content.

. Digital Millennium Copyright Act The Digital Millennium Copyright Act of 1998, @MCA, provides recourse for owners
copyrighted material who believe that their rightgler U.S. copyright law have been infringed onltiternet. The DMCA
provides domain name registrars and website hoptiogiders a safe harbor from liability for thipdrty copyright infringemen
However, to qualify for the safe harbor, registramsl website hosting providers must satisfy a nurobeequirements, includin
adoption of a user policy that provides for terntimaof service access of users who are repeangdrs, informing users of this
policy, and implementing the policy in a reasonabBnner. In addition, a registrar or a websiteihggtrovider must
expeditiously remove or disable access to conteahueceiving a proper notice from a copyright onedéeging infringement ¢
its protected works by domain names or contentastdd web pages. A registrar or website hostingigeo that fails to comply
with these safe harbor requirements may be fowiddifor copyright infringement.

. Lanham Act The Lanham Act governs trademarks and servic&snand case law interpreting the Lanham Act hragdd
liability for search engine providers and domaimearegistrars in a manner similar to the DMCA. Naort decision to date
known to us has found a domain name registrardifd trademark infringement or trademark dilutama result of accepting
registrations of domain names that are identicairmilar to trademarks or service marks held bydtpiarties, or by holding
auctions for such domain names. Nevertheless,laasi this area is rapidly evolving and we mayshéject to such claims in
the future.

. Anticybersquatting Consumer Protection / The Anticybersquatting Consumer Protection ACtAGPA, was enacted !
address piracy on the Internet by curtailing a ficadknown as "cybersquatting,” or registering andon name that is identical or
similar to another party's trademark, or to the earhanother living person, in order to profit frdhat domain name. The ACF
provides that registrars may not be held liablerégiistration or maintenance of a domain nameffiotteer person absent a
showing of the registrar's bad faith intent to firfsbm the use of the domain name. Registrars beakeld liable, however, for
failure to comply with procedural steps set forittie ACPA.

. Privacy and Data Protectior In the area of data protection, the U.S. Fedbradle Commission and certain state agencies
investigated various Internet companies' use of thestomers' personal information, and the fedgoakernment has enacted
legislation protecting the privacy of consumersidpaiblic personal information. Other federal aratesstatutes regulate specific
aspects of privacy and data collection practicdthoigh we believe that our information collectiamd disclosure policies will
comply with existing laws, if challenged, we mayt be able to demonstrate adequate compliance wishirgy or future laws or
regulations. In addition, in the European Union rbemnstates and certain other countries outsid&JtBe data protection is mc
highly regulated and rigidly enforced. To the exten
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that we expand our business into these countriegxpect that compliance with these regulatory esewill be more
burdensome and costly for us.

. Internet Corporation for Assigned Names and Numk The acquisition of Internet domain names gengiglgoverned b
Internet regulatory bodies, predominantly the Imné¢iCorporation for Assigned Names and NumberECANN. ICANN is a
private sector, not for profit corporation formedli998 for the express purposes of overseeing deuaf Internet related tasks
previously performed directly on behalf of the UgBvernment. The regulation of Internet domain naimehe United States
and in foreign countries is subject to change. IGAMd other regulatory bodies could establish &mitht requirements for
previously owned Internet domain names or modig/ridquirements for Internet domain names.

Federal, state, local and foreign govesnis are also considering other legislative andleggry proposals that would regulate the
Internet in more and different ways than exist todiis impossible to predict whether new taxel be imposed on our services, and
depending upon the type of such taxes, whethehandwe would be affected. Increased regulatiorheflbternet both in the United States and
abroad may decrease its growth and hinder techimallogevelopment, which may negatively impact tbhetof doing business via the Internet
or otherwise materially adversely affect our bus@dinancial condition or operational results.

Employees

As of September 30, 2010, we had apprateéity 600 employees. None of our employees is septed by a labor union or is subject to a
collective bargaining agreement. We believe thiatieans with our employees are good.

Facilities

We do not own any real estate. We leasaggregate of 46,000 square feet at two locaiioSanta Monica, California for our corporate
headquarters and Content & Media service offeftig.also lease a 31,000 square-foot facility forithadquarters of our Registrar service
offering in Bellevue, Washington and a 35,000 sgdiaot facility primarily for our Content & Media sece offering in Austin, Texas. We al
lease sales offices, support facilities and datdecs in other locations in North America and Ewrdfye believe our current and planned data
centers and offices will be adequate for the farabke future.

Legal Proceedings

On August 10, 2010, Demand Media, Cle@mgpT echnologies, Inc., or Clearspring, and sheotdefendants were named in a putative
class-action lawsuit filed in the U.S. District GguCentral District of California. The lawsuit efjes a variety of causes of action, including
violations of privacy and consumer rights. The mptiffis claim that Clearspring worked with Demandditeand each of the other defendants to
circumvent users' privacy expectations by instglirtracking device and accessing users' comptat@istain user personal information and
data. Plaintiffs seek actual and statutory damagssitution and to recover their attorney's fems eosts in the litigation. Plaintiffs allege that
their aggregate claims exceed the sum of $5.0anillT he parties to the litigation entered into greament to settle this matter with no
monetary liability on the part of Demand Media. 3 kettlement was submitted to the court for appriovaecember 2010 and is pending court
approval. We do not believe that this litigatiorll\lwave a material adverse effect on us and if tapproval of the settlement is not obtained,
we intend to continue to vigorously defend our posi

Demand Media from time to time is a paayther various litigation matters incidentathe conduct of its business. There is no pen
or threatened legal proceeding to which Demand ®leda party that, in our opinion, is likely to leaa material adverse effect on Demand
Media's future financial results.
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MANAGEMENT
Executive Officers and Directors

The following table sets forth informatiabout our executive officers and directors a¥apiuary 25, 2011:

Name Age Position
Richard M. Rosenbla 41 Chairman and Chief Executive Offic

Charles S. Hilliarc 47 President and Chief Financial Offic

Shawn J. Colt 38 Executive Vice President and Head of M¢
Joanne K. Bradfor 47 Chief Revenue Office

David E. Pano 47 Chief Marketing Officel

Larry D. Fitzgibbor 41 Executive Vice President, Media and Operati
Michael L. Blend 43 Executive Vice President, Registrar Servi
Matthew P. Polesetsk 42 Executive Vice President and General Cou
Fredric W. Harman(2)(¢ 50 Director

Victor E. Parker(1 41 Director

Gaurav Bhandal 42 Director

John A. Hawkins(1)(3 50 Director

James R. Quandt(1)( 61 Director

Peter Guber(3 68 Director

Joshua G. James( 37 Director

Robert R. Benne 52 Director

@ Member of the audit committee
2 Member of the compensation committee

3) Member of the nominating and corporate governaooengittee

Richard M. Rosenblats our co-founder and has served as our ChairmdrCaref Executive Officer, since our inception 00B. In
March 2004, Mr. Rosenblatt joined Intermix Mediag., an Internet marketing company that owned Mg8phnc., a social networking
website, and served as Intermix Media's Chief EtteeDfficer and the Chairman of MySpace from 20Q0dil Intermix Media and its
MySpace subsidiary were sold to News Corporatioc®005. Prior to that, Mr. Rosenblatt founded iMALg., a provider of web tools to bui
e-commerce stores and transact commerce overtdradn, in 1994 and served as IMALL's Chairman @hdf Executive Officer until it was
sold to Excite@Home, a cable-based Internet proyidel999. Mr. Rosenblatt also served as Chiefchtee Officer and a director of
drkoop.com, Inc., a provider of healthcare produstsvices and content, from 2000 to 2001. drkawp,dnc., filed for protection under
Chapter 7 of the United States Bankruptcy Codedndnber 2001. Mr. Rosenblatt currently serves erbttard of directors of The FRS
Company, and previously served as the Chairmaheobbard of directors of iCrossing, Inc., from 2Q08il it was sold to Hearst Corporation
in 2010. Mr. Rosenblatt was named the USC Entreqneaf the Year in 2008 and was recently namedrasrger-up in Fortune's list of
Smartest CEOs in technology. Mr. Rosenblatt hold$a from the University of Southern California @@ School of Law and was a Phi Beta
Kappa graduate of the University of California, LArsgeles with a B.A. in Political Science.

Mr. Rosenblatt brings over 15 years afllership experience running Internet-based techgaod e-commerce companies to his role as
Chairman and Chief Executive Officer. Additionally. Rosenblatt's significant industry experienod amanagement acumen serve as a
critical component in leading our board of direstdvir. Rosenblatt is a serial entrepreneur whodesisonstrated a
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proven ability to grow leading edge start-up comesnsuch as iIMALL, Intermix Media and MySpace istecessful ventures prior to their
respective acquisitions.

Charles S. Hilliardhas served as our President and Chief Financia@efince June 2007. Mr. Hilliard most recentlyse as
President and Chief Financial Officer of United i@a] Inc., a provider of consumer Internet and medirvices, from 2001 to 2007, and served
as Chief Financial Officer of its predecessor, NetZ Inc., from 1999 to 2001. Prior to joining Netd, Mr. Hilliard was an investment banker
with Morgan Stanley & Co. and Merrill Lynch & Co.nvHilliard began his career as an accountant Withur Andersen & Co., and became
licensed as a certified public accountant in 1988.Hilliard earned an M.B.A. with distinction frotie University of Michigan and a B.S. in
Business Administration with an emphasis in Accoufrom the University of Southern California. Mfilliard currently serves as a
commissioner for the State of California Publicéstructure Advisory Commission.

Shawn J. Colds our cofounder and has served as our Executive Vice Ryesihd Head of M&A, focusing on mergers and acgtjoins
as well as strategic corporate partnerships, gkme 2006. Prior to co-founding Demand Media, Mdolo was a principal with Spectrum
Equity Investors, a media and communications fodys#r/ate equity firm, from 1997 to 2006, whereves responsible for sourcing and
analyzing media and technology investment oppatiegin the United States and Europe. Mr. Colo s@d.S.E. in Civil Engineering and
Operations Research from Princeton University.

Joanne K. Bradfordhas served as our Chief Revenue Officer since M20di®. Prior to joining Demand Media, Ms. Bradfsetved as
Senior Vice President of Revenue and Market Devetg at Yahoo!, Inc., a provider of Internet seegievorldwide, from September 2008 to
March 2010. Prior to joining Yahoo!, Ms. Bradforelged as the Senior Vice President of National Mg Services of Spotrunner, a
technology-based advertising agency from Marchegpt&nber 2008. Prior to that, Ms. Bradford sernve@arporate Vice President in the
Internet Business unit at Microsoft Corporatiomualtinational computer technology corporation ttlevelops, manufactures, licenses and
supports software products for computing devicesnfNovember 2001 to March 2008. Ms. Bradford hadsA. in Journalism with an
emphasis in Advertising from San Diego State Ursitgr

David E. Pano$as served as our Chief Marketing Officer sincedid010, and previously served as our Executive Yiesident,
Social Media Platforms, after we acquired Pluckp@oation, a provider of a variety of social medggplications to address tasks such as online
content generation, syndication, social networldng content personalization, in 2008. An entrepueméth more than 20 years of early stage
software company experience, Mr. Panos previousiyesl as Chief Executive Officer and co-foundePlofck Corporation from 2003 until we
acquired it in 2008. Before starting Pluck Corpimat Mr. Panos was a Venture Partner at Austin Megstfrom 2001 to 2003, and served as
Vice President of Marketing and Business DevelopgraéDataBeam Corporation, from 1992 to 1999, te=ftsr sale to IBM's Lotus
Development Corporation. Mr. Panos currently seorethe board of directors of the Nicaragua Resobketwork, a 501(c)3 corporation. He
holds an M.B.A. from the Harvard Business Schoal @ra Phi Beta Kappa graduate of Furman Universitly a B.A. in Political Science.

Larry D. Fitzgibbonis our co-founder and has served as our Executive Fresident, Media and Operations, since Septegify, and
previously served as our Senior Vice President oh&fization from May 2006 to September 2007. Rogoining Demand Media,
Mr. Fitzgibbon served as Vice President of Busirigegelopment from July 2005 to May 2006, and Divedf Strategic Partnerships, Inc. fr
June 2003 to July 2005, at Citysearch, Inc., amerdity guide that provides information about Imgsises that is an operating business of
IAC/InterActiveCorp. Mr. Fitzgibbon holds a B.A. @ommunications from St. Louis University.
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Michael L. Blenchas served as our Executive Vice President, RegiServices, leading Demand Media's registrar legsinwvhich
includes eNom, since January 2008. Prior to that,B¥end served as our Senior Vice President, Hatkifom August 2006 to December 2C
after we acquired Hotkeys Internet Group LLC, a st&thnology firm. Mr. Blend was a co-founder of Keys and served as its Chief
Executive Officer from 2002 until 2006 when it wasjuired by Demand Media. At Hotkeys, Mr. Blend wesponsible for leading the
company's strategy and operations from its incegticough its acquisition by Demand Media. Mr. Rldrolds a patent in the area of computer
keyboard design. Mr. Blend holds a J.D. from thévdrsity of Chicago Law School and a double B.AMathematics and Philosophy from
Duke University.

Matthew P. Polesetskas served as our Executive Vice President andr@e@eunsel since March 2010, and previously seasedur
Senior Vice President, Business & Legal AffairsfrtMarch 2007 to March 2010. During the two yeaienio joining Demand Media,
Mr. Polesetsky served as General Counsel of MySpace a social networking website, until its aisifion by News Corporation, and then as
Vice President of Business and Legal Affairs at Fdrractive Media, Inc. Mr. Polesetsky previougtacticed business law in private practice.
Mr. Polesetsky holds a J.D. from the UniversityCaflifornia, Berkeley School of Law and a B.A. inc8dogy, magna cum laudefrom
Haverford College.

Fredric W. Harmarhas served on our board of directors since 2006 Hdrman joined Oak Investment Partners, a muijstventure
capital firm, as a General Partner in 1994, andeciily serves as Managing Partner, focusing prisnari consumer Internet and Internet new
media investments. He currently serves on the bofditectors of Limelight Networks, Inc., a contelelivery network service provider, and
U.S. Auto Parts Network, Inc., an online providéafiermarket auto parts, as well as a number iovhp technology companies that include
Federated Media Publishing, Inc. and the Huffin§tost.com, Inc. Mr. Harman holds an M.B.A. from Hervard Business School and a B.S.
and M.S. in Electrical Engineering from Stanfordivémsity. Mr. Harman was nominated to serve onlmard of directors pursuant to our
Third Amended and Restated Stockholders' Agreement.

Mr. Harman brings both industry and fio@h expertise to his role as a member of our be&directors and Chairman of the
compensation committee and a member of the nomipatid corporate governance committee. Mr. Harnettémsive experience serving on
the board of directors of 14 public and private pamies over the past decade, combined with hisaderable involvement with venture capital
backed companies, principally those in the Inteamet technology sectors, contribute to the knowddalgse and oversight of our board of
directors.

Victor E. Parkerhas served on our board of directors since 2006 Pdirker is a Managing Director at Spectrum Equitestors, a
private equity firm focused primarily on media antbrmation services which he joined in Septemt#98L He was previously at ONYX
Software Corporation and was an associate at SuRemihers, L.P. from October 1992 to June 1996 Rdrker has served on the board of
directors of Ancestry.com Inc., since 2003, Surveykky, LLC, since 2009 and IBFX, LLC, since 2002 &lso served on the board of
directors of NetQuote, Inc., from 2005 to 2010 &leScreen Technologies, Inc., from 2000 to 2004hélds an M.B.A. from Stanford
Graduate School of Business and a B.A. from Dartm@ollege. Mr. Parker was nominated to serve arboard of directors pursuant to our
Third Amended and Restated Stockholders' Agreement.

Mr. Parker's financial expertise, combiimégth his experience with venture capital baclexthhology and Internet companies, provides
our board of directors and audit committee witralugible perspective for important business, fingremd strategic initiatives. Mr. Parker's
experience serving on the board of directors amdnaittees of companies such as Ancestry.com, Sureekigly, NetQuote and IBFX brings
practical business and financial leadership tobmard of directors.
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Gaurav Bhandarhas served on our board of directors since 2007 Bifandari has served in various capacities at iBaid
Sachs & Co., a global investment banking and sgesiffirm, since 1990, and is currently a Manadiigector, where his responsibilities
include the private investment portfolio of Goldnachs Investment Partners Master Fund, L.P., #-sttdtegy investment fund within
Goldman Sachs Asset Management. Mr. Bhandari dlyrsarves on the board of directors of Media Rigbapital Il L.P., since 2006, Oberon
Media, Inc., since 2006, Dale and Thomas Popcdrf, Isince 2007, Tikona Digital Networks Private lifed, since 2008, and Franklin
Holdings, since 2007. Mr. Bhandari previously serea the board of directors of iCrossing, Inc.nra007 until it was sold in 2010,
PetCareRx, Inc., from 2006 to 2009, and Lightfoapital Partners, LP, from 2007 to 2009. Mr. Bhantalds a B.S. in Computer Science
from Columbia University. Mr. Bhandari was nomirtte serve on our board of directors pursuant toltnird Amended and Restated
Stockholders' Agreement.

Mr. Bhandari brings significant investrheanking, capital markets and private equity eqrexe to our board of directors. Mr. Bhandari
has extensive experience investing in media arfthtdogy companies, which provides insightful anévent industry, financial and business
skills to our board of directors.

John A. Hawkin®as served on our board of directors since 2006 Hdwkins has served as Managing Partner and aodémof
Generation Partners, a private equity firm thavjates capital to companies in the business andrmdtion services, media and
communications, and healthcare services industtiesugh growth equity and buyout investments, esib@95. Prior to founding Generation
Partners, Mr. Hawkins was a General Partner at,Bgan, Deleage & Co., a venture capital firm whiehjoined in 1987. Prior to that,

Mr. Hawkins was an investment banker at Alex. Br&8ons, from 1986 to 1987. Mr. Hawkins has sereedhe board of directors of more
than 20 companies, including HotJobs.com, Ltd.p#8ing, Inc., P-Com, Inc., thePlatform for Mediz;.| Agility Recovery Solutions, Inc.,
High End Systems, Inc. and ShopWiki Corporationerethe also serves as Chairman. Mr. Hawkins isMisobership Cdazhair of the Golde
Gate Chapter of the Young Presidents' OrganizakitnHawkins holds an M.B.A. from Harvard Businé&sshool and a B.A. in English from
Harvard College. Mr. Hawkins was nominated to semeur board of directors pursuant to our Thirdehaed and Restated Stockholders'
Agreement.

Mr. Hawkins has over 25 years of invesitriganking and private equity investing experieroenbined with a strong track-record
investing in technology, media and business sesvicenpanies, that brings extensive business aatkgic expertise to his role as a member of
our board of directors, audit committee and nonimggand corporate governance committee.

James R. Quanditas served on our board of directors since 2008 (QMandt has served as fmnder and Managing Director at Thor
James Capital, Inc., a private equity firm thabglsovides financial advisory services, since 2006.Quandt has served on a number of pt
and private company board of directors, includimiggtmix Media, Inc., an Internet marketing compémt owned MySpace, Inc., from 200¢
2006, Blue Label Interactive, Inc., in 2006 andiRipOrchid Incorporated, from 2005 to 2007, and karved on the board of directors of The
FRS Company, since 2007, where he is currentlyr@taai of the board, and the Brain Corporation, sR@@9. Mr. Quandt has been a member
of the Board of Trustees of Saint Mary's Colleg€afifornia since 1994, currently serving as ChaimnEmeriti, and is the President of the
Pacific Club of Newport Beach. Mr. Quandt partidgzhin the Managerial Policy Institute at the Umsity of Southern California's Marshall
School of Business, and received a B.S. in BusiAdssinistration from Saint Mary's College.

Mr. Quandt's mix of executive leadershijl financial expertise provides our board of doex; audit committee and compensation
committee with valuable insight and guidance wibkpect to the lines of business in which we opelteQuandt brings a seasoned and
strategic perspective rooted in
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his role as a board member of various public angifg companies in the Internet and technologyosscas well as his experience as a former
member of the New York Stock Exchange.

Peter Gubeihas served on our board of directors since 2010GMber has served as Chairman and Chief ExecQOfffieer of
Mandalay Entertainment Group, a multimedia entente&nt company he founded in 1995 that is focusemhation pictures, television, sports
entertainment and new media. Prior to founding Méend Entertainment, Mr. Guber served as ChairmahGinief Executive Officer of Sony
Pictures Entertainment, Inc., the television aird firoduction and distribution unit of Sony from8to 1995, and co-founded Guber-Peters
Entertainment Group in 1983, which was acquire&bgy Pictures Entertainment in 1989. Mr. Guber atséounded Polygram Entertainment
in 1979, and served as its Chairman and Chief BxexOfficer until 1983, co-founded Casablanca Rds& Filmworks, Inc., in 1975, and
was a member of senior management and Studio Gh@blumbia Pictures Corporation, from 1968 to 19vB. Guber's personal production
film credits include motion pictures that are walbwn by consumers worldwide, including Midnightggss, The Color Purple, Missing,
American Werewolf in London, Gorillas in the MiRain Man and Batman. Mr. Guber serves as co-chaiohtéhe board of directors of
NeuMedia, Inc. Through Mandalay Sports Entertaintmieic., Mr. Guber is a -owner of five minor league baseball teams that#figated
with the New York Yankees, Detroit Tigers, CincitirReds and Texas Rangers. Through Mandalay PiofedsSports LLC, Mr. Guber is a
managing member of the ownership group that hagimectithe Golden State Warriors, a National Basietkssociation franchise located in
the Bay Area. Mr. Guber is also a professor aliié A School of Theater, Film & Television, where has been a member of the faculty for
over 30 years. Mr. Guber holds an L.L.M. and Jbif New York University School of Law and a B.Aoifn Syracuse University, and is a
member of the California and New York bars.

Mr. Guber brings extensive business addstry expertise in the multimedia and film anévision production industries to his role as a
member of our board of directors and as Chairmahehominating and corporate governance commitleeGuber's breadth of entertainm
and media industry knowledge and insight from cal@ears of experience in senior management positigthin the entertainment and media
industry serves as a key industry resource to daedoof directors.

Joshua G. Jamezas served on our board of directors since 2010J&mes co-founded Omniture, Inc., a publicly tdadeline
marketing and web analytics company, in 1996, andesl as its President and Chief Executive Offiman 1996 until it was acquired by
Adobe Systems, Inc. in 2009. Mr. James served a®Seice President and General Manager of the @mamiBusiness Unit of Adobe from
2009 to 2010. Mr. James currently serves as Chaiand Chief Executive Officer of Corda Technologies. Mr. James has served on the
board of directors of the Brigham Young Univerditgvin Rollins Center for Entrepreneurship & Teclogy since 2005, where he was a
platinum founder, and The Utah Technology Courinites 2000. Mr. James served on the board of directibOmniture and its predecessor
entities from 1996 until it was acquired in 2009.. Mames was the recipient of the 2006 Ernst & yolntrepreneur of the Year Award and
Technology Entrepreneur of the Decade by BrighamngoUniversity. Mr. James studied business manageamsl entrepreneurship at
Brigham Young University.

Mr. James brings critical business ant amalytics experience to our board of directois @mpensation committee. As the co-founder
and Chief Executive Officer of Omniture prior te gale to Adobe in 2009, Mr. James has over 1Gsyefaxperience running a technology
company focused on web analytics and online margetietrics. In addition, Mr. James has strong enéreeurial and managerial skills
combined with broad industry knowledge that serva aritical resource to our board of directors.

Robert R. Benneltas served on our board of directors since 2011 Bdnnett currently serves as Principal of Hilltapestments, LLC,
a private investment company. Mr. Bennett previpsgsirved as
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President of Discovery Holding Company from Mar€®2 to September 2008, when the company mergedDdistovery

Communications, Inc. creating a new public compdty.Bennett also served as President and Chiefiiike Officer of Liberty Media
Corporation from April 1997 to August 2005 and é¢ouaed as its President until February 2006. Mr.igghcurrently serves on the board of
directors of First Western Financial, Inc., sin€4.@, Discovery Communications, Inc., since 2008jrMNextel Corporation, since 2006, and
Liberty Media Corporation, since 1994. Mr. Benrgttviously served on the board of directors of Bisry Holding Company, from 2005 to
2008, Liberty Media International, Inc., from 20@42005, UnitedGlobalCom, Inc., from 2002 to 200%enTV Corporation, from 2002 to
2007, and Avelle, Inc., from 2007 to 2010. Mr. Betirholds an M.B.A. from Columbia University an@a\. in Economics from Denison
University.

Mr. Bennett brings both industry knowledand financial acumen to his role as a membeuoboard of directors. Mr. Bennett has
extensive experience in the communications, tecgyohnd entertainment sectors and has strong fisegxperience, serving as an audit
committee "financial expert" of Sprint Nextel's @ubmmittee. Mr. Bennett has served on the boérdirectors of multiple public and private
companies over the past decade which, combinedhisthonsiderable involvement with media compardgesjributes to the knowledge base
and oversight of our board of directors.

Board of Directors

Our business and affairs are managedruhdedirection of our board of directors. Upon gation of this offering, our board of
directors will consist of nine directors, eightwafiom will qualify as "independent” according to tlies and regulations of the New York St
Exchange, which we also refer to as the NYSE. @Gueraded and restated bylaws permit our board o€iire to establish by resolution the
authorized number of directors, and nine direcémescurrently authorized.

As of the closing date of this offerirgyr amended and restated certificate of incorpamatiill provide that our board of directors will
divided into three classes with staggered three4gFms. Only one class of directors will be eldci¢ each annual meeting of our stockholders,
with the other classes continuing for the remairadeéheir respective three-year terms. Our directoitl be divided among the three classes as
follows:

. the Class | directors will be John A. Hawkins, WicE. Parker and Joshua G. James, and their teilirexpire at the annuz
general meeting of stockholders to be held in 2011,

. the Class Il directors will be Gaurav Bhandari,gP&uber and Robert R. Bennett, and their termisaxglire at the annual
general meeting of stockholders to be held in 2612,

. the Class lll directors will be Richard M. Rosernbl&redric W. Harman and James R. Quandt, and tiens will expire at th:
annual general meeting of stockholders to be heRDL3.

Any additional directorships resultingrt an increase in the number of directors will lstrithuted among the three classes so that, as
nearly as possible, each class will consist of thirel of our directors.

The division of our board of directorsanhree classes with staggered thyear terms may delay or prevent a change of ouagemen
or a change in control.

Pursuant to our stockholders' agreenMessrs. Rosenblatt, Harman, Parker, Bhandari amekida were each elected to serve as
members of our board of directors and, as of the d&this prospectus, continue to so serve. Uttdeprovisions of our stockholders'
agreement, Messrs. Harman, Parker, Bhandari ankids\lso have the right to nominate the remairfidnag
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directors to our board. The provisions of the shmi#lers' agreement relating to the nomination dectien of directors will terminate upon
completion of this offering, and members previouslcted to our board of directors pursuant to élgieement will continue to serve as
directors until their successors are duly electetididers of our common stock.

Board Leadership Structure and Risk Oversight

In accordance with our bylaws, our boafrdirectors appoints our officers, including otief executive officer. Our board of directors
does not have a policy on whether the role of trerman and chief executive officer should be satgaand, if it is to be separate, whether the
chairman should be selected from the non-employreetdrs or be an employee and if it is to be coratlj whether a lead independent director
should be selected. Our board of directors beliévaisthe current board leadership structure isfoe®ur company and our stockholders at
time.

Our board has eight independent membetoae non-independent member. A number of oumpieddent board members are currently
serving or have served as members of senior maregehother public companies and have servedrastdis of other public companies. We
have three standing board committees comprisetysufléirectors who are considered independent uttdeNY SE standards. We believe that
the number of independent, experienced directatsnttake up our board benefits our company andtoakisolders.

Our board is primarily responsible foeoseeing our risk management processes. Our bamedwhole, determines the appropriate level
of risk for our company, assesses the specifisrisit we face and reviews management's stratigiaslequately mitigating and managing
identified risks. Although our board administersthisk management oversight function, our audihgottee, nominating and corporate
governance committee and compensation committgeosupur board in discharging its oversight duties address risks inherent in their
respective areas. We believe this division of resfalities is an effective approach for addresshgyrisks we face and that our board
leadership structure supports this approach. Itiqodar, the audit committee is responsible forgidaring and discussing our significant
accounting and financial risk exposures and thersimanagement has taken to control and moniesetiexposures, and the nominating and
corporate governance committee is responsiblednsidering and discussing our significant corpogateernance risk exposures and the
actions management has taken to control and mahiése exposures. Going forward, we expect thadtidé committee and the nominating
and corporate governance committee will receivéopér reports from management at least quartedprging our assessment of such risks.
While the board oversees our risk management, coynpeanagement is responsible for day-to-day riskagament processes. Our board
expects company management to consider risk akdnagmagement in each business decision, to preedgtievelop and monitor risk
management strategies and processes for day-taetiajties and to effectively implement risk managmt strategies adopted by the audit
committee and the board. Our board believes itdridtration of its risk oversight function has radfected the board of directors' leadership
structure.

Our compensation committee, with inpotirour management, assists our board in reviewidgaasessing whether any of our
compensation policies and programs could poteptaicourage excessive risk-taking. In consideringemmployee compensation policies and
practices, the compensation committee reviewsepthd our policies related to payment of salariebwages, commissions, benefits, bonuses,
stock-based compensation and other compensatiatedgbractices and considers the relationship lestwisk management policies and
practices, corporate strategy and compensatiomimapy focus of our compensation program is intehteincentivize and reward growth in
Adjusted OIBDA, among other metrics. We believesthenetrics are positive indicators of our ldegn growth, operating results and incre:
stockholder value and therefore believe that onmensation program does not create risks thatasonably likely to have a material adverse
effect on the company.
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Board Committees

Our board of directors has establisheduatit committee, a compensation committee anchasimating and corporate governance
committee, each of which will have the compositaord responsibilities described below.

Audit Committee
We have an audit committee that has mesipdity for, among other things:

. overseeing management's maintenance of the réleadoild integrity of our accounting policies anddncial reporting and ol
disclosure practices;

. overseeing management's establishment and maieéprocesses to assure that an adequate syktetaroal control is
functioning;

. reviewing our annual and quarterly financial statats;

. appointing and evaluating the independent accotsytard considering and approving any non-auditises\proposed to be

performed by the independent accountants; and

. discussing with management and our board of direaor policies with respect to risk assessmentmskdnanagement, as wi
as our significant financial risk exposures andabions management has taken to limit, monitaromtrol such exposures, if
any.

The members of our audit committee arsdvie Hawkins, Parker and Quandt with Mr. Quaniitiisg as the committee's chair. All
members of our audit committee meet the requiresnfantfinancial literacy, and each of the membersept Mr. Parker, meets the
requirements for independence, under Rule BQ#emulgated under the Securities Exchange A&B8#, as amended, and the applicable |
and regulations of the NYSE. Within one year frdra tlate of effectiveness of our registration statemour board of directors intends to
replace Mr. Parker as a member of our audit coremittith a person who will meet the heightened iedélence standards for audit committee
members. Our board of directors has determinedvinaQuandt is an audit committee "financial expeas that term is defined by the
applicable rules of the SEC and has the requisits€ial sophistication as defined under the applie rules and regulations of the NYSE. Our
audit committee will operate under a written chaittiat will satisfy the applicable standards of 8€C and the NYSE.

Compensation Committee

We have a compensation committee thatdgsonsibility for, among other things:

. reviewing management and employee compensatiooigsliplans and programs;

. monitoring performance and compensation of our gtee officers and other key employe

. preparing recommendations and periodic reportaitdoard of directors concerning these matters;
. administering our equity incentive plans.

The members of our compensation comméteeMessrs. Harman, James and Quandt with Mr. Blasarving as the committee's chair.
Our compensation committee will operate under #ewicharter that will satisfy the applicable stamt$ of the SEC and the NYSE.
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Nominating and Corporate Governance Committ

We have a nominating and corporate gamre committee that has responsibility for, amahgothings:

. recommending persons to be selected by our boattexftors as nominees for election as directodstarfill any vacancies on
our board;
. considering and recommending to our board of dirsoqualifications for the position of director gmalicies concerning the

term of office of directors and the compositioroaf board; and

. considering and recommending to our board of dimsobther actions relating to corporate governa

The members of our nominating and congogavernance committee are Messrs. Guber, Harmduawkins with Mr. Guber serving
the committee's chair. All members of our nomingtmd corporate governance committee meet the éamdlgmce requirements of the NYSE.
When recommending persons to be selected by thel bairectors as nominees for election as dimsgtine nominating and corporate
governance committee considers such factors aadhgdual's personal and professional integrityj&s and values, experience in corporate
management, experience in the company's industryvéh relevant social policy concerns, experieas@ board member of another publicly
held company, academic expertise in an area afdhmany's operations and practical and mature éssijudgment. In addition, the
nominating and corporate governance committee densiiversity of relevant experience, expertise lzeckground in identifying nominees
for directors.

Compensation Committee Interlocks and Insider Parttipation

None of the members of our compensatwnruittee is an officer or employee of our compawgne of our executive officers currently
serves, or in the past year has served, as a marhtter compensation committee (or other board citteenperforming equivalent functions
in the absence of any such committee, the entiaecbof directors) of any entity that has one or enexecutive officers serving on our
compensation committee.

Code of Business Conduct and Ethics

We have adopted a code of business comahacethics that applies to all of our employeéficers and directors, including those officers
responsible for financial reporting. The code o§iness conduct and ethics will be available onveelosite at www.demandmedia.com upor
completion of this offering. We expect that any amh@ents to the code, or any waivers of its requinaisy will be disclosed on our website.

Indemnification of Directors and Executive Officersand Limitations on Liability

As of the closing of this offering, ounanded and restated certificate of incorporatiahanended and restated bylaws will provide that
we will indemnify our directors and officers, anégynindemnify our employees and other agents, tdulfest extent permitted by the Delaware
General Corporation Law, which prohibits our céetife of incorporation from limiting the liabilitgf our directors for the following:

. any breach of the director's duty of loyalty toaugo our stockholder:
. acts or omissions not in good faith or that invaiventional misconduct or a knowing violation af;
. unlawful payment of dividends or unlawful stock ueghases or redemptions; and
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. any transaction from which the director derivedraproper personal benefit.

If Delaware law is amended to authoriagporate action further eliminating or limiting thersonal liability of a director, then the
liability of our directors will be eliminated ontiited to the fullest extent permitted by Delawae,las so amended. Our amended and restatec
certificate of incorporation will not eliminate &ekctor's duty of care and, in appropriate circianses, equitable remedies, such as injuncti
other forms of non-monetary relief, remain avaiabhder Delaware law. This provision also doesaffect a director's responsibilities under
any other laws, such as the federal securities tavesher state or federal laws. Under our amerastetirestated bylaws, we will be empowered
to purchase insurance on behalf of any person wilierare required or permitted to indemnify.

In addition to the indemnification reqedrin our amended and restated certificate of pa@tion and amended and restated bylaws, we
have entered, or will enter, into indemnificatiagreements with each of our current directors afidest. These agreements provide, or will
provide, for the indemnification of our directonsdeofficers for certain expenses and liabilitiesuimed in connection with any action, suit,
proceeding or alternative dispute resolution meismanor hearing, inquiry or investigation that miegd to the foregoing, to which they are a
party, or are threatened to be made a party, lsoreaf the fact that they are or were a directfficer, employee, agent or fiduciary of our
company, or any of our subsidiaries, by reasomgfagtion or inaction by them while serving as #icer, director, agent or fiduciary, or by
reason of the fact that they were serving at oguest as a director, officer, employee, agentdudiary of another entity. In the case of an
action or proceeding by or in the right of our canyp or any of our subsidiaries, no indemnificatigh be provided for any claim where a
court determines that the indemnified party is griddd from receiving indemnification. We believet these bylaw provisions and
indemnification agreements are necessary to atirattretain qualified persons as directors and@ffi. We also maintain directors' and
officers' liability insurance.

The limitation of liability and indemnifation provisions in our amended and restatedficateé of incorporation and amended and
restated bylaws may discourage stockholders frangimg a lawsuit against directors for breach @fttiduciary duties. They may also reduce
the likelihood of derivative litigation against dators and officers, even though an action, if sasful, might benefit us and our stockholder
stockholder's investment may be harmed to the exterpay the costs of settlement and damage awgalsst directors and officers pursuant
to these indemnification provisions. Insofar aseimeification for liabilities arising under the Seities Act may be permitted to our directors,
officers and controlling persons pursuant to thredoing provisions, or otherwise, we have beensadithat, in the opinion of the SEC, such
indemnification is against public policy as expezsi the Securities Act, and is, therefore, unerfable.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

This section discusses the principlesedyihg the material components of our executivepensation program for our executive
officers who are named in the "Summary Compensdatabie" and the factors relevant to an analysthefe policies and decisions. These
"named executive officers" for 2010 are RichardRésenblatt, Chairman and Chief Executive Officdrafles S. Hilliard, President and Chief
Financial Officer; Joanne K. Bradford, Chief Rever@ifficer; David E. Panos, Chief Marketing Officand Larry D. Fitzgibbon, Executive
Vice President, Media and Operations.

Specifically, this section provides areosew of our executive compensation philosophg,dtierall objectives of our executive
compensation program and each compensation compthagnve provide. In addition, we explain how avity the compensation committee
our board of directors arrived at specific compénsgolicies and decisions involving our namedaenive officers during 2010.

Each of the key elements of our executm@pensation program is discussed in more degfillo Our compensation programs are
designed to be flexible and complementary and ectively serve the principles and objectives of executive compensation and benefits
program.

Executive Compensation Philosophy and Objectives

We operate in the highly competitive alydamic media and Internet industries, which aggratterized by frequent technological
advances, rapidly changing market requirementstlamémergence of new market entrants. To succetiksi environment, we must
continuously develop and refine new and existirgdpcts and services, devise new business modelgleanonstrate an ability to quickly
identify and capitalize on new business opportasitifo achieve these objectives, we need a highdpted and seasoned team of technical,
sales, marketing, operations, financial and otlsirtess professionals.

We recognize that our ability to attraotl retain these professionals, as well as to grovorganization, largely depends on how we
compensate and reward our employees. We striveetdecan environment that is responsive to thesneedur employees, is open towards
employee communication and continual performanedback, encourages teamwork and rewards commitmmehperformance. The princip
and objectives of our compensation and benefitgrpras for our executive officers and other emplsyae to:

. attract, engage and retain the best executive®th for us, with experience and managerial tal@ating us to be an employ
of choice in highly-competitive and dynamic indiessg

. align compensation with our corporate strategiasjriess and financial objectives and the long-teterests of our
stockholders;

. motivate and reward executives whose knowledgés siad performance ensure our continued success; a

. ensure that our total compensation is fair, reasienand competitive.

We compete with many other companieseksg to attract and retain experienced and skdlecutives. To meet this challenge, we
have embraced a compensation philosophy of offarimgexecutive officers competitive compensatiod benefits packages that are focused
on long-term value creation and which reward owrcetive officers for achieving our financial andaségic objectives.
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Roles of Our Board of Directors, Compensation Comntiee and Chief Executive Officer in Compensation Dasions

Historically, the initial compensatiorramgements with our executive officers, includihng hamed executive officers, have been
determined in arm's-length negotiations with eactividual executive. Typically, our Chief Executi@ficer has been responsible for
negotiating these arrangements, except with re¢pdds own compensation, with the oversight andlfapproval of our board of directors or
the compensation committee. The compensation araagts have been influenced by a variety of factoctuding, but not limited to:

. our financial condition and available resources;
. our need to fill a particular positio
. an evaluation of the competitive market, basecdhercollective experience of the members of the ecamation committee with

other companies;
. the length of service of an individual; a

. the compensation levels of our other executivecefs,

each as of the time of the applicable compensakémision. Generally, the focus of these arrangesniead been to recruit skilled individuals to
help us meet our product development, customerisitiqn and growth objectives, while continuingachieve our financial growth goals, as
well as to maintain the level of talent and expsr&needed to further the growth of the Company.

Since the completion of these arrangemenir board of directors and compensation comenittere been responsible for overseeing our
executive compensation program, as well as detémmend approving the ongoing compensation arraegéenfor our Chief Executive Offic
and other executive officers, including the oth@med executive officers. For 2010, our Chief ExieeuDfficer reviewed the performance of
the other executive officers, including the othamed executive officers and, based on this revadong with the factors described above,
made non-binding recommendations to the compemsatimmittee with respect to the total compensatimiuding each individual
component of compensation, of these individualgHercoming year. For 2010, the compensation coteenitetermined the total
compensation, including each individual componérmompensation, for our other named executive effictaking into account the
recommendations from our Chief Executive OfficartRer, for 2010, the compensation committee regtkthe performance of our Chief
Executive Officer and, based on this review andf#élotors described above, determined his total emsgtion, including each individual
component of compensation, for the coming year.aitecipate that, after the completion of this affgr the compensation committee will
function largely independently of our board of ditg's in determining the compensation of the Chiefcutive Officer and other senior
executive officers.

The current compensation levels of owceiive officers, including the named executivécedfs, primarily reflect the varying roles and
responsibilities of each individual, as well as lgregth of time each executive officer has beenleygal by the Company. As a result of the
compensation committee's assessment of our Chagfuifive Officer's role and responsibilities withire Company, there is a significant
difference between his compensation level and tbbserr other executive officers, based on (butlimited to) our Chief Executive Officer's
role as chairman of our board of directors, hispexperience and direct oversight of all facetewfoperations.

Engagement of Compensation Consulte

The compensation committee is authortpatain the services of one or more executivepmmeation advisors, in its discretion, to
assist with the establishment and review of ourmemsation programs and related policies. Prio0tt02the compensation committee did not
engage
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the services of an executive compensation advwismniiewing and establishing its compensation @ogrand policies. The compensation
committee has not previously considered formal cemsption market data or formally benchmarked wtatutive compensation or individual
compensation elements against a peer group.

In May 2010, in connection with the pregigon of this offering, the compensation committegaged Compensia, Inc., a national
compensation consulting firm, to provide executieenpensation advisory services, to help evaluate@mpensation philosophy and
objectives and to provide guidance in administedngcompensation program. The compensation corenitirected Compensia to develop a
peer group of comparable companies in the techgadegtor and prepare a competitive market anabfsisir executive compensation progr
to assist it in determining the appropriate leviedwerall compensation, as well as assess eachategammponent of compensation, with the
goal of understanding the competitiveness of thepensation we offer to our executive officers.uned 2010, Compensia provided our
compensation committee a report containing a mankalysis of our named executive officers' cashprmsation levels. The market data
included proxy information for companies in a pgesup (where available in the case of our Chiefdttiee Officer and Chief Financial
Officer) as well as data from a proprietary exemittompensation survey that covered high-technotogypanies with annual revenues
between $200 million and $500 million. The peerugreonsisted of the following companies: Blackbo#énd., Concur Technologies, Inc.,
Cybersource Corp., Fortinet, Inc., Informatica Qwgtion, Interactive Data Corporation, Morningstac., NetLogic Microsystems, Inc.,
Rackspace Hosting, Inc., RiskMetrics Group, InéveRbed Technology, Inc., Solarwinds, Inc., SucEessors, Inc., Taleo Corporation,

Tivo, Inc., Vistaprint N.V. and WebMD Health Corp. determining post-IPO compensation, this data ugesl as a single reference point by
the compensation committee and considered togetitiethe other factors described here. In the fitwe anticipate that the compensation
committee will conduct an annual review of our axee officers' compensation and consider adjustmgnexecutive compensation levels.
Compensia serves at the discretion of the compiensedmmittee.

Compensation Philosophy

We design the principal components ofexecutive compensation program to fulfill one armof the principles and objectives
described above. Compensation of our named execotficers consists of the following elements:

. base salary;

. annual performance-based bonuses and sales commnsissi

. equity incentive compensatio

. certain severance and change in control ben

. a retirement savings (401(k)) plan; and

. health and welfare benefits and certain limitecdjpisites and other personal benefits.

We view each component of our executim@gensation program as related but distinct, andlaeregularly reassess the total
compensation of our executive officers to ensuag ¢lur overall compensation objectives are mettarisally, not all components have been
provided to all executive officers. In addition, Wave considered, in determining the appropriatel lfor each compensation component, but
not relied on exclusively, our understanding of ¢benpetitive market based on the collective expegeof members of our board of directors,
our recruiting and retention goals, our view oenmal equity and consistency, the length of serefaaur executive officers, our overall
performance and other considerations the compemsatimmittee considers relevant.
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We offer cash compensation in the forrbase salaries and annual performance-based bahasege believe appropriately reward our
executive officers for their individual contributis to our business. When making bonus decisioag;dmpensation committee has considered
the Company's financial and operational performaseell as each executive officer's individualtcbations during the year. With respect to
Ms. Bradford only, due to the nature of her positamd her direct oversight of key sales activities,also offer an opportunity to earn
commissions based on our sales success to prapeelgtivize and reward her for her role in this keynponent of our business.

The key component of our executive conspéon program, however, is equity awards covesimgres of our common stock. As a
privately-held company, we have emphasized theofisquity to incentivize our executive officersftmus on the growth of our overall
enterprise value and, correspondingly, the creatforalue for our stockholders. As a result of hignpensation practice, we have tied a gr
percentage of each executive officer's total coragéon to stockholder returns and kept cash congiemsat comparatively modest levels,
while providing the opportunity to be well-rewardédough equity if we perform well over time.

Except as described below, we have noptedl any formal or informal policy or guidelines &llocating compensation between
currently-paid and long-term compensation, betwessh and non-cash compensation, or among diffesens of non-cash compensation.
However, our philosophy is to tie a greater peragatof an executive officer's compensation to lohgren stockholder returns and to keep ¢
compensation to a nominally competitive level wipteviding the opportunity to be wekkwarded through equity if we perform well over ¢i
To this end, we have increasingly used stock optama significant component of compensation becaesbelieve that these awards best tie
an individual's compensation to the creation ofldbolder value over time. In the future, we mayatxreasingly use restricted stock and/or
begin to use restricted stock units and other gquitards as components of our equity compensatiogrgm. These awards also tie
compensation to longer-term shareholder returrebable us to confer value in excess of simple éufyopreciation in share price where
appropriate. While we offer competitive base sagrive believe stock-based compensation is a ngmiicant motivator in attracting
employees for Internet-related and other technotmgypanies.

Each of the primary elements of our exigeucompensation program is discussed in moreldettw. While we have identified
particular compensation objectives that each el¢mfeaxecutive compensation serves, our compenmsatiograms are designed to be flexible
and complementary and to collectively serve athefexecutive compensation objectives describedeabfccordingly, whether or not
specifically mentioned below, we believe that, =g of our overall executive compensation polegch individual element, to a greater or
lesser extent, serves each of our compensatioctolgs.

Executive Compensation Program Components

The following describes the primary comenots of our executive compensation program foh @our named executive officers, the
rationale for that component, and how compensatinounts are determined.

Base Salary

To obtain the skills and experience thatbelieve are necessary to lead our growth, nfastioexecutive officers, including the named
executive officers, have been hired from largemaaigations and/or from organizations that we aeguand subsequently integrated into our
operations. Generally, their initial base salaviese established through arnesigth negotiation at the time the individual wa=dth, taking int
account his or her qualifications, experience amar galary level.

Thereafter, the base salaries of ourwtiez officers, including the named executive dfis, have been reviewed periodically by the
compensation committee, and adjustments have bade as
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deemed appropriate based on such factors as the s€an executive officer's responsibilities, indual contribution, prior experience and
sustained performance. Decisions regarding baaeysadljustments may also take into account thewixecofficer's current base salary, equity
ownership and the amounts paid to the executiessspnside the Company. In making base salarysadgnts in years past, the compensation
committee also took into consideration, in cer@imnumstances, the collective experience of its Imenmwith other companies. Base salaries
are also customarily reviewed at the time of a mtiom or other significant change in an executiffeer's role or responsibilities.

In March 2010, the compensation commitigeroved base salary increases of 33%, 30%, 4% 2¥dfor Messrs. Rosenblatt, Hilliard,
Panos and Fitzgibbon, respectively, effective imill@010. The base salary increases reflected irgatanarket conditions and were intende
help compensate for the lack of any salary increé®e2009. The amounts of the salary increasee Wased on each executive's level of
responsibility and were intended to bring the namweetutive officers' base salaries in line withelevthat the compensation committee
determined to be the market standard for compersptaid to similarly-situated executives at othemnpanies based on their general
knowledge of the competitive market and, with respe Messrs. Rosenblatt and Hilliard, reflectegitincreased responsibilities in preparing
the Company for its initial public offering. Ms. &iford joined the Company in March 2010, afterdbmpensation committee approved base
salary increases for the other named executiveesfi Her base salary for 2010 was based on aemgtH negotiations, which set her salary for
the remainder of 2010 in connection with her hirifie actual base salaries paid to the named axeafficers during 2010 are set forth in
"Summary Compensation Table" below.

Annual Performance«Based Bonuses and Sales Commissions

We use cash bonuses to motivate our ¢ixecofficers to achieve our short-term financiatlestrategic objectives while making progress
towards our longer-term growth and other goalshédigh our named executive officers have target @rmanus opportunities, the
determination of whether and how much of an anboals is awarded is made at the discretion of dingpensation committee, based in part
on the Company's performance against our annugetud

In March 2010, the 2010 target bonus opmdties for Messrs. Rosenblatt and Hilliard werereased from 40% of their respective base
salaries to 60% of their respective base saldnesddition, the compensation committee increased?dnos' target bonus opportunity from
$90,000 (representing approximately 39% of his 204€e salary) to 40% of his base salary. The téngais opportunities for the other named
executive officers remained unchanged from the@@@vels.

The increases to Messrs. Rosenblatt'dHilfidrd's target bonus opportunities were inteshtie provide greater incentive opportunity to
these executives in light of their levels of resgibitity in maintaining company performance andréased responsibilities in connection with
the preparation for the initial public offering. @ target bonus increases were intended to brirggthamed executive officers' target bonuses in
line with levels that the compensation committegedrined to be the market standard for compensatithto similarly-situated executives at
other companies based on their general knowledgfgeafompetitive market. The increase to Mr. Patamget bonus opportunity was intended
to bring his bonus opportunity in line with bonysportunities for the Company's similarly-situate@eutives.

141




Table of Contents

The following table lists 2010 target bers for our named executive officers; the comgersaommittee has not yet determined the
actual cash bonuses payable to our named exeaiffiwers for 2010, if any.

2010 Target Bonus

Named Executive Officer (% Base Salary)

Richard M. Rosenbla $ 196,875 (609)

Charles S. Hilliarc 169,735 (609)

Joanne K. Bradfor 73,146 (409)(2)

David E. Pano 93,000 (409)

Larry D. Fitzgibbor 91,500 (409)

1) This amount represents Ms. Bradford's 2010 target$, prorated to reflect her partial-year sersioee joining the Company in March 2010.

Determination of the bonus payouts fer tlamed executive officers is based on fundinguofcompany-wide bonus pool. For 2010, the
bonus pool will be funded based on our achieveropte-established targets of Adjusted OIBDA befooaus expense. The bonus pool
begins to fund upon achievement of an Adjusted GABBefore bonus expense) threshold of $40 millenZ010 and funds at the target
(100%) level upon achievement of the Adjusted OIB{Afore bonus expense) target of $64.75 millior2fal 0. Achievement of Adjusted
OIBDA (before bonus expense) levels above the tdegel may result in additional funding of the lisrmpool in the compensation committee's
discretion. The compensation committee may usdistyetion to award bonus amounts that take intsicieration both the Company's
achievement of Adjusted OIBDA goals and other fectbat it deems appropriate in determining boeuslk, including the respective named
executive officer's contributions during 2010. feastthat may be considered in determining bonusrdenations include, but are not limited
the Chief Executive Officer's annual performancgew of the other executive officers, including thther named executive officers, which
account for, among other things, the executivéative, teamwork, management skills and commuioes. The compensation committee has
not yet made determinations with respect to the @om's achievement of Adjusted OIBDA goals in 20L@®onus payments with respect to
2010, but anticipates that such determinationshelmade in the first quarter of 2011.

Pursuant to her employment agreemenf0&0, Ms. Bradford is also entitled to commisgiayments in an amount equal to (i) 0.25%
of the sum of (A) global sales of premium brandddeatising and (B) the portion allocable to firglay contracted bookings of certain social
media clients, up to $15 million of sales and bagki and (ii) 0.50% of such sales and bookingbécetent they exceed $15 million in the
aggregate for 2010. The terms of these payouts megetiated in connection with Ms. Bradford's tgrin March 2010. Commissions are only
paid on sales and bookings occurring after Ms. foraks hire date in March 2010. However, in deteing whether Ms. Bradford is entitled to
commissions under clause (ii) in the immediatebcpding sentence, sales made during 2010 pricerthite date are included for purposes of
determining if the $15 million sales and bookinggyet has been achieved. Ms. Bradford's commiggigments through November 2010 are
set forth in the Summary Compensation Table beW&.have not yet determined Ms. Bradford's commissielating to December 2010, but
we anticipate doing so in the first quarter of 2011

In addition, in recruiting individuals foin us, from time to time, we may agree to pagpacified bonus amount in connection with his or
her initial employment offer. We did not award auch one-time bonuses to any named executive ffine2010.
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Long-Term Equity Incentives

The goals of our long-term equity inceatawards are to incentivize and reward our exeeutificers, including our named executive
officers, for long-term corporate performance basedhe value of our common stock and, therebgligm the interests of our executive
officers with those of our stockholders. As disagsbelow, we currently maintain the Demand Media, Amended and Restated 2006 Equity
Incentive Plan (the "2006 Plan") and the Demandi&lddc. 2010 Incentive Award Plan (the "2010 P)apursuant to which we have granted
and, with respect to the 2010 Plan, will continoigtant, awards in advance of and following thesiclg of this offering. As described under
caption "IPO-Related Equity Grants" below, the wesbf awards granted to our executive officersarrttie 2010 Plan prior to the closing of
the offering is conditioned upon the closing ocmgmo later than March 31, 2011, and such awaitid®/forfeited if the closing does not
occur on or prior to this deadline. No further gsawill be made under the 2006 Plan following thesing of this offering. The 2010 Plan and
the 2006 Plan are described below under the caffiquity Incentive Plans."

To reward our executive officers in a manthat best aligns their interests with the ieg&s of our stockholders, we have used stock
options as a key equity incentive vehicle. Becaugeexecutive officers are able to benefit frontktoptions only if the market price of our
common stock increases relative to the option'sotse price, we believe stock options provide megfuil incentives to our executive officers
to achieve increases in the value of our stock tiwrex and are an effective tool for meeting our pensation goal of increasing long-term
stockholder value by tying the value of these itiserawards to our future performance. We beliewelong-term equity compensation also
encourages the retention of our named executiveenff because the vesting of equity awards is hatmgesed on continued employment, in
addition, in certain cases, to attaining pre-egthbtl performance criteria.

Historically, we also have granted reséd stock when making equity awards to our exeeufficers at the time an individual is hired.
These awards were intended to enable our namedt@seeofficers to establish a meaningful equitykstan the Company that would vest ov
period of years based on continued service. Wewlhat these awards enabled us to deliver cotiveetompensation value to new execu
officers at levels sufficient to attract and retaip talent within our executive officer ranks vehiat the same time, enabling us to better manag
the dilution levels of our equity incentive awambgram.

Equity Award Decisions. Historically, the size and form of the initedjuity awards for our named executive officers hasen
established through arm's-length negotiation atithe the individual was hired. In making these mlgawe considered, among other things,
the prospective role and responsibility of the wdlial, competitive factors, the amount of equigsed compensation held by the executive
officer at his or her former employer, our compeiosacommittee's collective experience with compgias paid in respect of similar roles ¢
in companies in similar stages of growth and indestas us at the time the executive officer waasdchithe cash compensation received by the
executive officer and the need to create a meanimgfportunity for reward predicated on the creatid long-term stockholder value.

In the past, we have made "refreshertkstption grants to our executive officers fromeito time, including our named executive
officers, as part of our annual review process.idalfy, the compensation committee has approveoch @f shares of our common stock each
year to be made available in the form of stockangtias "refresher” grants to our employees, inolydur named executive officers. The siz
the pool of shares is dependent on a number affggbrimarily our near-term forecasted hiring glamd/or the size of the pool of stock
available compared to the forecasted amount oeshthaat we anticipate granting in the near terne Vdst majority of our employees have
been eligible for "refresher" stock option granteny other year, and the number of
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shares of common stock subject to "refresher" graaties from individual to individual, but gendyadepends on length of service, individual
performance history, job scope, function, and,tithe value and size of outstanding equity awandscmmparable awards granted to other
individuals at similar levels. The size of the pobktock option grants made available under "skfeg" grants, and subsequently granted to our
employees and executive officers, including our edrexecutive officers, is decided by the compeasatommittee, taking into consideration
the non-binding recommendation of our Chief Exeautfficer. Historically, the compensation comnstteas also drawn upon the experience
of its members to assess the competitiveness ah#ket in determining equity awards. Going forwave may use restricted stock, restricted
stock units, and other types of equity-based awiardsldition to stock option grants, as we deenr@mjate, to offer our employees, including
our named executive officers, long-term equity irtoees that align their interests with the longatenterests of our stockholders.

In 2010, the compensation committee apganew-hire and "refresher" equity grants to Msad®ord and Mr. Panos, respectively,
amended certain outstanding awards held by MeRseienblatt and Hilliard and approved stock optimants to each of the named executive
officers in anticipation of this offering. The egquawards granted to the named executive officarsng 2010 are described below and are also
set forth in the "Summary Compensation Table,™tBeants of Plan-Based Awards in 2010" table and'@etstanding Equity Awards at 2010
Fiscal Year-End" table below.

As a privately-held company, there hasnbeo market for shares of our common stock. Adogtg, in 2010, we had no program, plan,
or practice pertaining to the timing of stock optigrants to our executive officers coinciding wiitle release of material ngrublic informatior
about the Company. We intend to adopt a formakgatkgarding the timing of stock option grants atiter equity awards in connection with
this offering.

2010 New-Hire and Refresher Equity Grants

In March 2010, we granted to Ms. Bradfardaward of 200,000 restricted shares and anroptivering 200,000 shares of common s
based on arm's-length negotiations with Ms. Bratiforconnection with her hiring. The stock optiomaad was granted with an exercise price
equal to $7.70 per share (the fair market valueuofcommon stock on the grant date, as determigedibboard of directors). The stock opt
vested as to 50,000 shares on the grant date dntbwiinue to vest as to 37,500 shares on thedingiversary of the grant date and as to 3,125
shares on the first day of each month thereafteratotal vesting period of four years). The iiettd stock award will vest, and the restrictions
thereon will lapse, in equal 25% installments ocheaf the first four anniversaries of the granted&t addition, the following accelerated
vesting provisions apply to Ms. Bradford's awak@lseach award will vest as to 50,000 shares ugigylthe award upon a termination of
employment by Ms. Bradford for "good reason," by @ompany without "cause" (each, occurring eithir o or following a change in
control) or in the event of Ms. Bradford's death'disability" (each, as defined in her employmegiteezment) occurring prior to a change in
control; (i) in addition, each award will vest @sthe greater of 50,000 shares and 50% of thehgasted shares underlying such award i
event of a "change in control” (as defined in th@&Plan) if Ms. Bradford remains employed with @@mpany through the three-month
anniversary of the consummation of the change imrobor incurs a termination of employment with@ause or for good reason prior to such
three-month anniversary of the consummation ottienge in control.

In March 2010 we granted to Mr. Panosedrésher” stock option award covering 38,940 shafeommon stock. The stock option was
granted with an exercise price equal to $7.70 paresand will vest as to 25% of the shares undgglifie award on the first anniversary of the
grant date and as to 1/#8of the shares subject to the award on each moatiiversary of the grant date thereafter (fortal teesting period
of four years). In the event the Company experigrcéchange in control” (as
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defined in the 2006 Plan) and either (i) Mr. Paresaains employed through the six-month anniversétite consummation of the change in
control or (ii) the Company terminates the emplogtraf Mr. Panos other than for "cause" (as defimethe 2006 Plan) prior to the six-month
anniversary of the consummation of the change irtrog then the stock option award will vest anddrae exercisable as to the greater of
(A) 9,735 shares or (B) 50% of the then-unvestedeshunderlying the award. In addition, in the ¢tkat Mr. Panos remains employed
through the six-month anniversary of the consumomatif the change in control and the Company tertaghis employment other than for
cause after such six-month anniversary, an adaditi®;735 shares (or such lesser number of shaasesetmains unvested on such date of
termination) underlying the award will vest and e exercisable. In determining the size of Mr.dafrefresher" stock option grant, the
compensation committee considered, amongst otiregthMr. Panos' responsibilities as Chief Markg@ificer and the need to provide new
retention incentives to Mr. Panos.

Our compensation committee determinet!"dhauble trigger" vesting acceleration upon a gyialg termination in connection with a
change in control strikes an appropriate balancéhfesse awards in that the executives are not geoMivith an immediate payout solely bec:
the Company is sold, but the executives are predeitom being deprived of the value of the optirike executives are willing to continue
serving the Company in their existing capacitiesaddition, to help ensure that these officers Woamain available to see the Company
through a post-transaction transition period, mmpensation committee determined that vesting xeicive officers in a portion of these
awards following a specified period of continued/gee after a change in control was also approgriat

Amendments to Certain Performan-Based Grants

In February 2010, the compensation cotemiamended certain terms of the performance-bastézhs granted to Messrs. Rosenblatt
and Hilliard in 2007 and a restricted stock awai@hted to Mr. Rosenblatt in 2007, each set fortthénfollowing table. Certain aspects of
Messrs. Rosenblatt's and Hilliard's awards werdnéuramended in anticipation of this offering asatided below under the caption "IPO-
Related Amendments to Certain Grants."

Named Executive Officer Date of Grant Type of Award Number of Shares
Richard M. Rosenbla April 19, 2007  Stock Optior 1,000,001
Richard M. Rosenbla April 19, 2007 Restricted Stoc 1,000,001
Charles S. Hilliarc June 1, 200 Stock Optior 375,00(

Under these February 2010 amended peafocebased stock option grants, the options vdstlii) if the Company consummates an
initial public offering of shares of our common aftaand the average closing price per share of @onneon stock during any 30-day period
following the offering equals or exceeds $20, sabfe continued employment with us through suchimgdate (with certain exceptions to
such continued employment requirement if the exeeus terminated without cause or for good reasoas a result of death or disability prior
to the vesting date) or (i) if the Company undergia change in control in which the consideratienghare is at least $20 in cash or freely
tradeable securities, subject to continued employragthe executive through the one-year annivgreithe change in control (with certain
exceptions to such continued employment requiretimegach case if the executive is terminated witlvawse or for good reason or as a result
of death or disability). The expiration date ofdaeptions is the latest to occur of June 1, 2013thirteen-month anniversary of the
consummation of a qualifying change in control adog prior to June 1, 2013 or the thirteen-monthigersary of the closing of an initial
public offering of shares of our common stock ocitwy prior to June 1, 2013.

Under Mr. Rosenblatt's February 2010 atedrrestricted stock award, the restricted stockrdwill vest in full, and the restrictions
thereon will lapse, (i) if the Company consummatesnitial
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public offering of shares of our common stock omoor to the sixth anniversary of the grant dapr{l 19, 2013) and the average closing p
per share of our common stock equals or exceedsl®2fg any 30-day period following the closingteé offering and preceding the later of
the sixth anniversary of the grant date and ttst &inniversary of the closing of the initial pubdiering, subject to continued employment with
us through the vesting date (with certain excejgtimnsuch continued employment requirement if thexetive is terminated without cause or
for good reason or as a result of death or diggpir (ii) if the Company undergoes a change intea on or prior to the sixth anniversary of
the date of grant in which the consideration parstlis at least $20 in cash or freely tradeablargess, subject to continued employment of
executive through the one-year anniversary of ti@nge in control (with certain exceptions to suschtimued employment requirement if the
executive is terminated without cause or for goebkon or as a result of death or disability).

Prior to implementation of the amendmeatthe performance grants described above, tiggnatiawards would have vested in different
tranches following an initial public offering atipes ranging from $24 per share to $28 per shdre.pfimary purposes of the amendments was
to make the price per share at which vesting obtlhards could be triggered the same for an imptigdlic offering and a change in control
(e.g., $20 per share).

IPO-Related Amendments to Certain Grants

In anticipation of this offering, in Augui2010, we also amended Mr. Rosenblatt's and Mratd's performancésased awards (descrit
in the preceding section "Amendments to CertaifidP@ance-Based Grants") and June 2009 stock ogtiamnts through provisions contained
in their post-IPO employment agreements (descrilmetr the caption "Post-IPO Employment Agreemeogdw). These amendments will be
effective upon the closing of this offering andlwpitovide that the excise tax gross-up protectaplicable generally to any "excess parachute
payments" made to these two executives upon a fionited period of time following a change in cantof the Company will extend to any
such excise taxes arising in connection with tteesended equity awards. Mr. Rosenblatt's performbased awards were also amended to
provide that the awards will vest in full if Mr. Renblatt remains employed by the Company througlsittth-month (rather than one-year)
anniversary of a qualifying change in control event

IPO-Related Equity Grants

In anticipation of this offering, in Augui2010, we also granted stock options coveringggnegate of 5,825,000 shares of our common
stock, including the grants of stock options tdaierof our named executive officers detailed i@ thible below. These grants were effective
upon the execution of a new or, in the case ofBfadford, amended employment agreement with usabl eecipient of a grant, but these
grants will be forfeited in the event the closirfghas offering does not occur prior to March 3012.

We granted options covering an aggregb#e600,000 shares of our common stock to Mr. Rbksdt. These options were issued in four
equal tranches, each covering 1,150,000 sharesnoion stock, with exercise prices of $18, $24, 36 $36 per share, respectively. As set
forth in Mr. Rosenblatt's post-IPO employment agrest (as discussed under the caption "Post-IPO @&mm@Ent Agreements” below), the
options will vest in equal monthly installments oeethree year period beginning on the second ansévy of the completion of this offering
(for a total vesting period of five years), subjecthe completion of this offering and Mr. Rosetbs continued employment with the Comp
through the applicable vesting dates. Mr. Rosetiblpbst-IPO employment agreement also providesritthe event that Mr. Rosenblatt's
employment is terminated by the Company withouti$ed or by Mr. Rosenblatt for "good reason” (eashdefined in his post-IPO
employment agreement), the vesting of all of thestéons will accelerate. In addition, the vestirig o
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all of the options will accelerate if there is d&nge in control" (as defined in the 2010 PlanthefCompany and Mr. Rosenblatt remains
employed through the six-month anniversary of thenge in control. Although we generally expect tkeperiodic "refresher” grants of
equity to our executive officers, our board of diogs determined that Mr. Rosenblatt should insteadive a sizeable one-time equity grant in
connection with this offering. This grant has bstmnctured with what our board of directors consde be significant retentive features and is
designed to align Mr. Rosenblatt's interests wittse of our stockholders and to incentivize himr@a/ponger period of time. In this regard, the
delayed vesting features of the option grant regMir. Rosenblatt to remain with the Company foigai§icant period of time in order to reali
any economic benefits from the option grant (untbssvesting of the option is accelerated). Thgg#aed exercise prices, all of which
exceeded the fair market value of our common stocthe date of grant and most of which are sigaifity higher than the exercise price of
options we have granted to other executive officennection with this offering, are structuredtat the economic benefit Mr. Rosenblatt
will receive from the option grant is contingenbupour attainment of exceptional returns for oockholders and is significantly diminished
(as compared to a grant with an exercise pricelgéqube current fair market value) or eliminatégve do not achieve significant returns. In
light of the size and structure of Mr. Rosenblaipsion grant, our board of directors and compeosatommittee do not currently intend to
issue additional equity awards to Mr. Rosenblathannext four to five years.

Stock options granted to other named ke officers in anticipation of this offering dabave an exercise price of $18 per share, and
these options will vest over four years from theed# the closing of this offering in equal montlgtallments (or on an accelerated basis due
to certain terminations in connection with a chamgeontrol of the Company, as discussed below utigecaption "Post-IPO Employment
Agreements"), subject to the completion of thidffg and the executive's continued service thrabglapplicable vesting date. These option
grants are intended to further incentivize our exige team and reward them for the additional detsgrlaced upon them in connection with
this initial public offering and in operating a pialy traded company. In determining the award antspthe compensation committee exerc
its judgment and discretion and considered, amaimgrahings, the role and responsibility of eacmed executive officer, the Company's need
to retain each executive and the amount of equitygpensation already held by the named executiveeoff

Named Executive Officer Stock Option Grant Exercise Price
Richard M. Rosenbla 1,150,000 $ 18.0(C
Richard M. Rosenbla 1,150,001 24.0(
Richard M. Rosenbla 1,150,00! 30.0(
Richard M. Rosenbla 1,150,001 36.0(
Charles S. Hilliarc 250,00( 18.0C
Joanne K. Bradfor 100,00( 18.0C
David E. Pano 87,50( 18.0(
Larry D. Fitzgibbor 100,00( 18.0C

For additional information, see "Narratisclosure to Summary Compensation Table andt&rdrPlan Based Awards Table—Post-
IPO Employment Agreements" below.

Retirement Savings and Other Benef

We have established a 401(k) retiremawings plan for our employees, including the namegtutive officers, who satisfy certain
eligibility requirements. Under the 401(k) plarigddle employees may elect to contribute pre-taxoants, up to a statutorily prescribed limit,
to the 401(k) plan. For 2010, the prescribed antim was $16,500. Currently, we do not match cimttions made by participants in the pl
However, we may make matching or other contribwgitsnthe 401(k) plan on behalf of eligible employéethe future. We believe that
providing a vehicle for tax-preferred
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retirement savings through our 401(k) plan addkéooverall desirability of our executive comper@apackage and further incentivizes our
employees, including our named executive officersccordance with our compensation policies.

Employee Benefits and Perquisit

Additional benefits received by our emyges, including the named executive officers, idelmedical, dental, and vision benefits,
medical and dependent care flexible spending adspahort-term and long-term disability insuraraegidental death and dismemberment
insurance and basic life insurance coverage. Thesefits are provided to our named executive afficm the same general terms as they are
provided to all of our full-time U.S. employeesthvthe exception of certain additional medical dedtal coverage, which covers plan
participating executives, including our named exiges and executive officers, for up to $10,000n&dical and dental care per family each
calendar year.

We design our employee benefits progremiee affordable and competitive in relation to nharket, as well as compliant with applica
laws and practices. We adjust our employee berafitgrams as needed based upon regular monitofiagpdicable laws and practices in the
competitive market.

Beginning in 2010, our Chief ExecutivefiGdr and President and Chief Financial Officeraxive officers are each entitled to
Company-paid personal financial management sergiosting approximately $16,000 per year. We protigse benefits to assist these
officers in efficiently managing their time anddimcial affairs so they can better focus on theirkwduties. We also pay the moving expenses
and/or provide housing allowances for our named@tkee officers in instances where we have askeexacutive to relocate and, to the extent
that such moving expenses result in the impositictiaxes on the executives, we may gropghe taxes to make the executives whole, as v
not believe that the executives should incur cass®ciated with a move for the benefit of the Camgp&tarting in August 2010, Ms. Bradford
is entitled to a $3,000 per month housing allowafmweone year, in order to cover the cost of hes Angeles-based residence. Ms. Bradford is
not entitled to tax gross-up payments on these atsotlistorically, we have not provided any otherquisites to our named executive officers
and we do not view perquisites or other personaéfits as a material component of our executivepemmsation program. In the future, we r
provide perquisites or other personal benefiténmitéd circumstances, such as where we beliewedppropriate to assist an individual
executive officer in the performance of his dutiesmake our executive officers more efficient affeéctive, and for recruitment, motivation
and/or retention purposes. Future practices wipeaet to perquisites or other personal benefiteiomamed executive officers will be
approved and subject to periodic review by the camsption committee. We do not expect these petgsit be a material component of our
compensation program.

Severance and Change in Control Benefits

As more fully described below under thpton "Potential Payments Upon Termination or @aim Control," each named executive
officer's employment agreement that was in effeicind) 2010 provided for certain payments and/orefiessupon a qualifying termination of
employment or in connection with a change in cdnfrbese included (i) salary continuation for adfied period in the event of a qualifying
termination, (ii) for Mr. Hilliard and Ms. Bradforccceleration of certain unvested equity awardhérevent of a qualifying termination and
(iii) for Messrs. Hilliard and Panos and Ms. Bradfpacceleration of certain unvested equity awardke event of a change in control (subject
to them remaining with us or a successor for aoplenf time after the change in control or beingnieated without cause or for good reason
within a period of time prior to and/or followinpe change in control). The agreements also providiessrs. Rosenblatt and Hilliard with
gross-up payments to reimburse these executivemfoexcise taxes imposed on the executive in adiome
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with a change in control. We believe that termioasi of employment, both within and outside of thargge in control context, are causes of
great concern and uncertainty for senior executebsthat providing protections to our named exeestin these contexts is therefore
appropriate in order to alleviate these concermlsadiow the executives to remain focused on theited and responsibilities to the Company in
all situations.

In connection with this offering, we ereté into new employment agreements with Messrse®aatt, Hilliard, Panos and Fitzgibbon,
and entered into an amended employment agreemtnMsi Bradford, which new or amended agreementd@tome effective upon
completion of this offering. We believe that thesev or amended agreements will bring the compesrsatid benefits payable to these named
executives more in line with those typical of comglde public companies. For a discussion of theenwdtterms of these new agreements, see
"Narrative Disclosure to Summary Compensation Tablé Grants of Plan-Based Awards Table—Post-IPOI&ment Agreements" below.

Tax and Accounting Considerations
Section 162(m) of the Internal Revenue Cao

Generally, Section 162(m) of the InterRalvenue Code disallows a tax deduction to anyigyield corporation for any individual
remuneration in excess of $1 million paid in amyetale year to its chief executive officer and eaths other named executive officers, other
than its chief financial officer. However, remurtiza in excess of $1 million may be deducted if caug other things, it qualifies as
"performance-based compensation” within the meaairige Internal Revenue Code.

As we are not currently publicly-tradélte compensation committee has not previously tékemleductibility limit imposed by
Section 162(m) of the Internal Revenue Code inttsimteration in setting compensation. Following tiffering, we expect that, where
reasonably practicable, the compensation commitige seek to qualify the variable compensation paigur named executive officers for an
exemption from the deductibility limitations of Siem 162(m) of the Internal Revenue Code. As sirthpproving the amount and form of
compensation for our named executive officers éftliure, the compensation committee will consaleelements of the cost to us of
providing such compensation, including the potémtigpact of Section 162(m) of the Internal Reve@gele. The compensation committee
may, in its judgment, authorize compensation paym#rat do not comply with an exemption from thdwigibility limit in Section 162(m) of
the Internal Revenue Code when it believes that pagments are appropriate to attract and retanugive talent.

Furthermore, we do not expect Section(it®df the Internal Revenue Code to apply to awartier the 2010 Incentive Award Plan L
the earliest to occur of our annual shareholdeegtimng in 2015, a material modification of the 2@8n or exhaustion of the share supply
under the 2010 Plan. However, qualified performamesed compensation performance criteria may bewgkdespect to performance awa
that are not intended to constitute qualified penfance-based compensation.

Section 280G of the Internal Revenue Co

Section 280G of the Internal Revenue Giidallows a tax deduction with respect to excesaghute payments to certain executives of
companies which undergo a change in control. Irit@dg Section 4999 of the Internal Revenue Codedses a 20% excise tax on the
individual with respect to the excess parachuteray. Parachute payments are compensation linkedtt@gered by a change in control and
may include, but are not limited to, bonus paymesgserance payments, certain fringe benefits paydents and acceleration of vesting from
long-term incentive plans including stock optionsl @ther equity-based compensation. Excess pamgpayiments are parachute payments that
exceed a threshold determined under Section 28akedhternal Revenue Code based on the
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executive's prior compensation. In approving thmpensation arrangements for our named executiieeddfin the future, our compensation
committee will consider all elements of the costht® Company of providing such compensation, indgdhe potential impact of Section 28
of the Internal Revenue Code. However, our comg@arsaommittee may, in its judgment, authorize cemgation arrangements that could
give rise to loss of deductibility under Sectior028of the Internal Revenue Code and the imposifaexcise taxes under Section 4999 of the
Internal Revenue Code when it believes that sucngements are appropriate to attract and retaowive talent.

Under their employment agreements, Megtwsenblatt and Hilliard are entitled to grosspagments that will make these executives
whole in the event that any excise taxes are imposghem. We have historically provided thesequtions to these most senior executives to
help ensure that they will be properly incentivizedhe event of a potential change in controlhef €Company to maximize shareholder valu
a transaction without concern for potential conseges of the transaction to these executives. Whdernew (post-IPO) employment
agreements, Messrs. Rosenblatt and Hilliard wititcae to be afforded this gross-up protection,dnly with respect to a change in control
occurring within a period of four years (with resp®o Mr. Rosenblatt) and three years (with respeddr. Hilliard) following the effectiveness
of this offering.

Section 409A of the Internal Revenue Co

Section 409A of the Internal Revenue Cesdpiires that "nonqualified deferred compensatlmntieferred and paid under plans or
arrangements that satisfy the requirements oftdtate with respect to the timing of deferral dleas, timing of payments and certain other
matters. Failure to satisfy these requirementses@ose employees and other service providers exated income tax liabilities, penalty
taxes and interest on their vested compensatioarssuth plans. Accordingly, as a general mattés,atr intention to design and administer
our compensation and benefits plans and arrangsrfmmall of our employees and other service prerddincluding our named executive
officers, so that they are either exempt from,adis$y the requirements of, Section 409A of theinal Revenue Code.

Accounting for StockBased Compensation

We follow Financial Accounting StandaRizard Accounting Standards Codification Topic 7&8ASC Topic 718, for our stock-based
compensation awards. ASC Topic 718 requires coregdnicalculate the grant date "fair value" ofitisédck-based awards using a variety of
assumptions. ASC Topic 718 also requires compaaiescognize the compensation cost of their staded awards in their income statements
over the period that an employee is required tdeeservice in exchange for the award. Grantsawksbptions, restricted stock, restricted s
units and other equity-based awards under ourengéentive award plans will be accounted for undi8C Topic 718. Our compensation
committee will regularly consider the accountinglimations of significant compensation decisiorspezially in connection with decisions t
relate to our equity incentive award plans and @og. As accounting standards change, we may regis@n programs to appropriately align
accounting expenses of our equity awards with eerall executive compensation philosophy and objest
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Compensation Tables

Summary Compensation Table

The following table sets forth informatiooncerning the compensation of our named exezofiicers for the years ended Decembet

2009 and 2010.

Non-Equity
Stock Incentive Plan All Other
Awards Option Compensation Compensation
Salary  Bonus ($) Awards($)
Name and Principal Position  Year  ($) $) (1) (2) (3) (4) Total($)
Richard M. Rosenblat 201C 328,12 — 1,319,40/(5) 25,126,63(5) — 26,000 26,800,16
Chairman and Chief Executi 200¢ 260,28( — — 4,302,05! 100,00( 10,00 4,672,33I
Officer
Charles S. Hilliard 201( 282,89: — — 1,735,03/(5) — 26,000 2,043,92!
President and Chief Financial200¢ 231,56! — — 845,57: 88,00( 10,00C 1,175,13!
Officer
Joanne K. Bradforc 201( 182,86%6) — 1,772,001 1,559,961 38,571(7) 22,50( 3,575,90:
Chief Revenue Officer(€
David E. Panos 201C 232,50( — — 677,59 — 10,00( 920,09:
Chief Marketing Officer(8
Larry D. Fitzgibbon 201C 228,75( — — 549,36( — 10,00( 778,11(
Executive Vice President,  200¢ 210,00( 38,00( — 284,05 42,00( 10,00( 584,05

Media and Operatior

()]

@

©)

Amounts reflect the full grant-date fair value etricted stock awards granted, and the increméaitalalue of any awards modified, in 2010, congolin
accordance with ASC Topic 718, rather than the arteopaid to or realized by the named individual. p¥@vide information regarding the assumptions used
calculate the value of all restricted stock awandsle to executive officers in the "Management's@ssion and Analysis of Financial Condition anduRef
Operations" section under the captions "Stock-b&mdpensation," "Significant Factors, Assumptiond Bethodologies Used in Determining the Fair Marke
Value of Our Common Stock" and "Common Stock Vabrat" above. There can be no assurance that awdltd®st (in which case no value will be realizeg
the individual).

Amounts reflect the full grant-date fair value adck options granted, and the incremental fair alfiany awards modified, in 2010, computed in ed@oce
with ASC Topic 718, rather than the amounts paidrteealized by the named individual. We provideimation regarding the assumptions used to céiethe
value of all stock option awards made to executifieers in the "Management's Discussion and Arialgé Financial Condition and Results of Operations
section under the captions "Stoolised Compensation,” "Significant Factors, Assusngtand Methodologies Used in Determining the Mairket Value of Ou
Common Stock" and "Common Stock Valuations" abd¥re can be no assurance that awards will vestlidoe exercised (in which case no value will be
realized by the individual), or that the value ugxercise will approximate the aggregate grant fiatevalue determined under ASC Topic 718.

Each of the named executive officers participatehe 2010 bonus pool which will be funded baseduwnachievement of Adjusted OIBDA before bonus
expense. The bonus pool begins to fund upon achienteof an Adjusted OIBDA (before bonus expensestold of $40 million for 2010 and funds at theyéd
(100%) level upon achievement of the Adjusted OIB{Afore bonus expense) target of $64.75 milliar2f@10. Achievement of Adjusted OIBDA (before
bonus expense) levels above the target level neytri@ additional funding of the bonus pool in t@mpensation committee's discretion. The compiEmsat
committee will award bonuses based on the Compachi®vement of Adjusted OIBDA goals, but may akde into consideration other factors it deems
appropriate, including the named executive officenstributions during 2010. Factors that may hesatered in determining bonus determinations ine|umlit
are not limited to, the Chief Executive Officerfinaal performance review of the other executivecefs, including the other named executive officaisich
account for, among other things, the executivasative, teamwork, management skills and commuioeas. The amount of compensation payable under the
2010 bonus program is not yet calculable and, @aegly, has not been determined. It is anticipabed any compensation under the 2010 bonus progifiroe
determined in the first quarter of 2011. For a desion of the 2010 bonus program, refer to thewssion under the caption "Annual Performance-Based
Bonuses" above
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4) Amounts under the "All Other Compensation" colurongist, as applicable (as indicated in the follapiable), of company payments of financial planning
services, premiums for supplemental medical andadibenefits, and a housing allowan

Supplemental

Health Financial Housing
Name Year Premiums($) Planning($) Allowance($)
Mr. Rosenblat 201cC 10,00( 16,00( —
Mr. Hilliard 201C 10,00( 16,00( —
Ms. Bradford 201cC 7,50( — 15,00(
Mr. Panos 201C 10,00( — —
Mr. Fitzgibbon 201C 10,00( — —
(5) Amounts include the incremental fair value, comguteaccordance with ASC Topic 718, recognized uppenFebruary 2010 amendment of certain performance

goals with respect to Messrs. Rosenblatt and Iil§a2007 stock option grants and Mr. Rosenbl2B8G7 restricted stock grant, as described morg tuwiber the
caption "Amendments to Certain Performance-BaseahiSt above. We provide information regarding tesuaptions used to calculate the fair value of davar
in Management's Discussion and Analysis of Findr@@ndition and Results of Operations under theiocap "Stock-based Compensation," "Significant Bext
Assumptions and Methodologies Used in DeterminirggRair Market Value of Our Common Stock" and "Camnnstock Valuations" above. In addition to the
assumptions disclosed in these sections, in theilkedion of the incremental fair value, the protiigbthat the 2007 performance-based options weelkt were
determined based on Monte Carlo simulations ofrg@kfuture stock prices, calculated daily, fockeaf the option grants and assumed an annualiz&d 1
expected return for the stock and an annual vitjatf 56%.

(6) Ms. Bradford was entitled to receive an annual sadery of $225,000 for 2010. The amount showméSalary column represents her annual base salary,
prorated to reflect her partial-year service sijoo@ing the Company in March 2010.

(@) Pursuant to Ms. Bradford's employment agreementhfperiod from March 26, 2010 (her date of hirepugh December 31, 2010, Ms. Bradford was euatit!
to commissions in an amount equal to (i) 0.25%hefsum of (A) global sales of premium branded aébiag and (B) the portion allocable to first year
contracted bookings of certain social media cliemgsto $15 million of sales and bookings; and@i§0% of such sales and bookings to the extegtekeeed
$15 million in the aggregate for 2010. Commissiaese only paid on sales and bookings occurring &f@rch 26, 2010, and are currently calculable only
through November 2010; we anticipate that commissieith respect to December 2010 will be determimabthe first quarter of 2011.

(8) Ms. Bradford was hired by the Company in 2010. Ranos was not a "named executive officer" of then@any in fiscal year 2009.
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Grants of Plan-Based Awards in 2010

The following table sets forth informaticegarding grants of plan-based awards made toamed executive officers during the year
ended December 31, 2010:

All Other All Other
Stock Option Exercise
) Awards: Awards: or Base Grant Date
Estimated Future Payouts Number of Number of Price of  Fair Value
Under Non-Equity Incentive Shares of Securities Option of Stock
Plan Awards($) Stock or Units  Underlying Awards  and Options
Options Per Share  Awards($)

Name Grant Date Target (# shares) (# shares) (%) 1)

Richard

M.

Rosenblal August 3, 201( — — 1,150,00i(2) 18.0(¢ 7,309,63!

August 3, 201( — — 1,150,00(2) 24.0( 6,301,771
August 3, 201( — — 1,150,00(2) 30.0( 5,533,111
August 3, 201( — — 1,150,00(2) 36.0( 4,924,071
February 10,
2010 — — 1,000,001 2.0C 1,058,05(3)
February 10,
2010 — 1,000,001 — — 1,319,40(3)
196,874(4) — — — —
Charles S
Hilliard August 3, 201( — — 250,00((5) 18.0C 1,373,401
February 10,
2010 — — 375,00( 2.0C 361,63(3)
169,73!(4) — — — —
Joanne K.
Bradford August 3, 201( — — 100,00((5) 18.0(¢ 549,36(
March 26, 201( — — 200,00((6) 7.7C 1,010,601
March 26, 201( — 200,00((7) — — 1,772,001
37,50((8) — — — —
73,14¢(4) — — — —

David E.

Panos August 3, 201( — — 87,50((5) 18.0(¢ 480,69(

March 24, 201( — — 38,94((9) 7.7C 196,90:
93,00((4) — — — —

Larry D.
Fitzgibbor August 3, 201( — — 100,00((5) 18.0C 549,36(
91,50((4) — — — —

1) Amounts reflect the full grant date fair value tdck options or restricted stock granted, and ticesimental fair value of any awards modified, dgi2010
computed in accordance with ASC Topic 718, rathantthe amounts paid to or realized by the namdiglidual. We provide information regarding the
assumptions used to calculate the fair value afalricted stock and stock option awards madedowgive officers in Management's Discussion andlysis of
Financial Condition and Results of Operations unidercaptions "Stock-based Compensation," "Sigmifi¢c-actors, Assumptions and Methodologies Used in
Determining the Fair Market Value of Our Commonc&toand "Common Stock Valuations" above. Therelmamo assurance that awards will vest or will be
exercised (in which case no value will be realibgdhe individual), or that the value upon exercisk approximate the aggregate grant date faiugal
determined under ASC Topic 718.

) On August 3, 2010, the compensation committee amorstock option grants to Mr. Rosenblatt whichteesl become exercisable in equal monthly instaibs
over a three-year period beginning on the seconé/arsary of the date of the closing of this offigri(for a total vesting period of five years), sdijto
continued service with us through the applicabkting dates and further subject to acceleratedngeander certain circumstances, as described uhder
caption "Narrative Disclosure to Summary Compensafiable and Grants of Plan-Based Awards Tablesviel

?3) Amounts represent the incremental fair value, caegbin accordance with ASC Topic 718, recognizeoinuiine February 2010 amendment of certain

performance goals with respect to Messrs. RoserdndtHilliard's 2007 stock option grants and MosBnblatt's 2007 restricted stock grant, as destriore
fully under the caption "Amendments to Certain Berfance-Based Grants" above. We provide informaggarding the assumptions used to calculate the fa
value of these awards in Management's Discussidriaalysis of Financial Condition and Results ofe@gions under the captions "Stock-based
Compensation," "Significant Factors, Assumptiond ktethodologies Used in Determining the F
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4)

®)

(6)

@)

®)

©)

Market Value of Our Common Stock" and "Common Stdekuations” above. In addition to the assumptidisslosed in these sections, in the calculatiotihef
incremental fair value, the probability that thé@dZ(erformance-based options would vest were détedrbased on Monte Carlo simulations of potefitiaire
stock prices, calculated daily, for each of thdapgrants and assumed an annualized 13% expesttah for the stock and an annual volatility of 56%

Amounts shown in the "Target" column representthmed executive officer's incentive bonus oppotyini 2010. Determination of the bonus payouts |
based on funding of our company-wide bonus podijesii to the compensation committee's discretidndcease or decrease the awards. For 2010, theshon
pool will be funded based on our achievement ofgatablished targets of Adjusted OIBDA before boexjzense. The bonus pool begins to fund upon
achievement of an Adjusted OIBDA (before bonus espg threshold of $40 million for 2010 and fundshat target (100%) level upon achievement of the
Adjusted OIBDA (before bonus expense) target of. $64million for 2010. There is no "maximum" funditeyel under the bonus program as achievement of
Adjusted OIBDA (before bonus expense) levels alibeetarget level may result in additional fundirfghee bonus pool in the compensation committee's
discretion.

On August 3, 2010, the compensation committee agrstock option grants to these named executiieeas which vest and become exercisable in equal
monthly installments over a four-year vesting péfiollowing the date of the closing of this offegirsubject to continued service with us throughapplicable
vesting dates and further subject to acceleratetingeunder certain circumstances, as describedrithed caption "Narrative Disclosure to Summary
Compensation Table and Grants of Plan-Based Awkaie" below.

On March 26, 2010, the compensation committee agora stock option grant to Ms. Bradford, whichtedsand became exercisable with respect to 50,000
shares on the grant date and which will vest andrie exercisable with respect to 37,500 sharebefirst anniversary of the grant date and 3,12Beshin
monthly installments over the three-year periodehéter, subject to continued service with us tgtothe applicable vesting dates and further sulbgect
accelerated vesting under certain circumstancedesmibed under the caption "Potential PaymentnUpermination or Change in Control" below.

On March 26, 2010, the compensation committee ajggka restricted stock award to Ms. Bradford, whidhvest, and the restrictions thereon will lapse
equal 25% installments on each of the first fouriagrsaries of the grant date, subject to contiraerdice with us through the applicable vestingsand
further subject to accelerated vesting under gedmcumstances, as described under the capticerifal Payments Upon Termination or Change in @dht
below.

Pursuant to her employment agreement, for the géréon March 26, 2010 through December 31, 2010, Bdadford was entitled to commissions in an amount
equal to (i) 0.25% of the sum of (A) global salép@mium branded advertising and (B) the portibocable to first year contracted bookings of certocial
media clients, up to $15 million of sales and bagki and (ii) 0.50% of such sales and bookingheceitent they exceed $15 million in the aggrefmt@010.
Commissions were only paid on sales and bookingsrdag after March 26, 2010. The amount showrhe'fTarget" column represents the amount payable to
Ms. Bradford upon achievement of $15 million inluf sales of premium branded advertising and thggooof contracted bookings of certain social needi
clients attributable to the first year of any muyiar booking.

On March 24, 2010, the compensation committee ajgk@ stock option grant to Mr. Panos, which vasts becomes exercisable with respect to 25% of the
option on March 24, 2011 and as to the remainirig #omonthly installments over the three-year ptheereafter, subject to continued service withhusugh
the applicable vesting dates and further subjeattelerated vesting under certain circumstansedescribed under the caption "Potential PaymeptnU
Termination or Change in Control" belo

Narrative Disclosure to Summary Compensation Table
and Grants of Plan-Based Awards Table

Pre-IPO Employment Letters

We have previously entered into employnagmeements or letters with our named executifieass. The principal elements of these
agreements are summarized below. The existing amgnets with each named executive officer will, efifee upon completion of the offering,
be superseded by the terms of new or amended empiiyagreements with each of those executivegdthes of which are described below
under the caption "Post-IPO Employment Agreements")

Richard M. Rosenblatt. In April 2006 we entered into, and in Decem®@@8 and April 2010 we amended, an employmentr|etitd
Richard M. Rosenblatt. The amended employmentrlekpired

154




Table of Contents

by its terms on June 17, 2010. Under the amendgdbgment letter, Mr. Rosenblatt's annual base galas initially set at $250,000; his 2010
base salary (effective as of the April 2010 amenttjnsas $350,000. The amended employment lettermtsvided that Mr. Rosenblatt was
eligible to receive an annual cash bonus targetd@% of his annual base salary; for 2010, Mr. Rbtat's target bonus was set at 60% of his
annual base salary. In connection with the exenuifdthe employment letter, the Company grantedRarsenblatt an award of 4,750,000
shares of restricted stock in April 2006. The iiettd stock award vested over a four-year periddofthe shares underlying the restricted
stock award are vested as of the date of thisinffer

Mr. Rosenblatt's amended employmentretiso provided for certain payments and benefitsnua qualifying termination or a change in
control, which are described under the captionérigal Payments Upon Termination or Change in Gihbelow.

Charles S. Hilliard. In May 2007 we entered into, and in Decemb&82@e amended, an employment letter with Charlésil&ard.
Under the amended employment letter, Mr. Hilliaahisiual base salary was initially set at $225,000;Hilliard's 2010 base salary was
$282,891. The amended employment letter providatdNt. Hilliard was eligible to receive an annuakh bonus targeted at 40% of his annual
base salary; for 2010, Mr. Hilliard's target bomwess set at 60% of his annual base salary. In cdiomewith the execution of the employment
letter, the Company granted Mr. Hilliard an awaf@&®5,000 shares of restricted stock in June 206@.restricted stock award is subject to
service-vesting conditions that continue throughrkary 15, 2011. In addition, in connection witle #xecution of the employment letter, the
Company granted Mr. Hilliard a performance-basedksbption covering 375,000 shares of our commoaoksin June 2007, which was
amended in February 2010. The vesting terms anditboms of Mr. Hilliard's performance-based stogkion is described above under the
caption "Amendments to Certain Performamased Grants.” Upon the commencement of his emmaynMr. Hilliard also purchased 250,(
shares of our common stock at $2 per share.

Mr. Hilliard's amended employment leti¢so provided for certain payments and benefitswgqualifying termination or a change in
control, including certain accelerated vesting aquigy awards, which are described under the capfatential Payments Upon Termination or
Change in Control" below.

Joanne K. Bradford. In March 2010 we entered into an employmenétetith Joanne K. Bradford. Under the employmeiter,
Ms. Bradford's annual base salary was set at $2@5The employment letter provided that Ms. Bradfeas eligible to receive an annual cash
bonus targeted at 40% of her annual base salagyefiitployment letter also provided Ms. Bradford emastled to sales commission with
respect to 2010 in an amount equal to (i) 0.25%efsum of (A) global sales of premium branded dikieg and (B) the portion allocable to
first year contracted bookings of certain sociatlimelients, up to $15 million of sales and bookingnd (ii) 0.50% of such sales and bookings
to the extent they exceed $15 million in the aggtedor 2010. Commissions are only paid on saldsbaokings occurring after March 26,
2010.

In connection with the execution of timepdoyment letter, in March 2010 the Company gramfisd Bradford an award of 200,000 shares
of restricted stock and a stock option award cane#i00,000 shares of our common stock. The restristock award will vest, and the
restrictions thereon will lapse, in equal 25% ifistants on each of the first four anniversarieshef grant date. The stock option award was
vested as to 50,000 shares on the grant date, illrabmtinue to vest with respect to 37,500 shamedhe first anniversary of the grant date and
with respect to 3,125 shares on the first day oheaonth thereafter (for a total vesting periodoefr years).

Ms. Bradford's employment letter alsovied for certain payments and benefits upon aifyirad termination or a change in control,
including certain accelerated vesting of equity @sa
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which are described under the caption "Potentighieats Upon Termination or Change in Control" below

David E. Panos. In March 2008 we entered into an employmenetevith David E. Panos. Under the employment tetitr. Panos'
annual base salary was initially set at $225,000;m4nos' 2010 base salary was $232,500. The emplayletter provided that Mr. Panos was
eligible to receive an annual cash bonus equad®®0PO0; for 2010, Mr. Panos' target bonus wasts#@% of his annual base salary. In
connection with the execution of the employmentlethe Company granted Mr. Panos a stock opticarécovering 162,500 shares of our
common stock. The stock option award vested wisheet to 25% of the shares underlying the awarihefirst anniversary of the grant date
and continues to vest with respect to the remaiiibfg in equal monthly installments over the threasyperiod following such first
anniversary.

Mr. Panos' employment letter also progifte certain payments and benefits upon a qualifgermination or a change in control,
including certain accelerated vesting of equity mlgawhich are described under the caption "PakRtlyments Upon Termination or Change
in Control" below.

Larry D. Fitzgibbon. In April 2006 we entered into an employmentdetvith Larry D. Fitzgibbon. Under the employmdgtter,
Mr. Fitzgibbon's annual base salary was initiafly &t $175,000; Mr. Fitzgibbon's 2010 base salary $228,750. The employment letter
provided that Mr. Fitzgibbon was eligible to reeean annual cash bonus targeted at 25% of his hbas@a salary; for 2010, Mr. Fitzgibbon's
target bonus was set at 40% of his annual base/shlaconnection with the execution of the empl@nnletter, the Company granted
Mr. Fitzgibbon an award of 200,000 shares of retgtd stock in April 2006. The restricted stock adveested over a fourear period. All of thi
shares underlying the restricted stock award astedeas of the date of this offering.

Mr. Fitzgibbon's employment letter alsoypded for certain payments and benefits uponalifying termination or a change in control,
which are described under the caption "Potentigihieats Upon Termination or Change in Control" below

Pos-IPO Employment Agreements

In 2010, we entered into new post-IPO leytpent agreements with Messrs. Rosenblatt, Hili@&anos and Fitzgibbon, and entered into
a post-IPO amendment to Ms. Bradford's existingleympent agreement, which will become effective upimencompletion of this offering
(referred to herein as the "post-IPO employmene¢agients”). Below are summaries of the key terneaoh individual's post-IPO agreement,
followed by a discussion of the severance and ahamgontrol provisions contained in all of the egments.

Richard M. Rosenblatt. Under his post-IPO employment agreement, MsdRblatt will receive an initial annual base salafry
$450,000, effective as of January 1, 2011, whidulgect to increase at the discretion of the camsgiéon committee. In addition, beginning
with fiscal year 2011, Mr. Rosenblatt will be ebig to receive an annual cash performance bongstet at 100% of his base salary, based on
the achievement of performance criteria establighethe compensation committee. In connection WMithRosenblatt's entering into his post-
IPO agreement, Mr. Rosenblatt has been grantedsfouk options, each covering 1,150,000 sharesio€@mmon stock (for an aggregate of
4,600,000 shares of our common stock). Each stptirowill vest in equal monthly installments otbe three-year period following the
second anniversary of the closing date of thisroffe(for a total vesting period of five years)thie closing of this offering does not occur ot
prior to March 31, 2011, each stock option awartitefminate and be forfeited. In addition, undee terms of his post-IPO employment
agreement, Mr. Rosenblatt will be eligible to paipate in customary health, welfare and fringe ffiepi&ans. The term of Mr. Rosenblatt's post-
IPO employment agreement will end on the fourthizamsary of the closing of this offering. In additi, pursuant to
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Mr. Rosenblatt's 2010 employment agreement, duhiagerm of his employment, we have agreed to nateihim for election as a director.
Mr. Rosenblatt's post-IPO employment agreement@gtains a customary non-solicitation provision.

Charles S. Hilliard. Under his post-IPO employment agreement, Mitig#id will receive an initial annual base salafy$325,000,
effective as of January 1, 2011, which is subjedéhtrease at the discretion of the compensatiomgittee. In addition, beginning with fiscal
year 2011, Mr. Hilliard will be eligible to receiva annual cash performance bonus targeted at 66% base salary, based on
achievement of performance criteria establishethbycompensation committee. In connection with MHiard's entry into his post-IPO
employment agreement, Mr. Hilliard has been graatstbck option covering 250,000 shares of our comatock. The stock option will vest
over four years in equal installments on each mgrathniversary of the closing date of this offerisgbject to his continued service with the
Company. If the closing of this offering does notwar on or prior to March 31, 2011, this stock optaward will terminate and be forfeited. In
addition, under the terms of his post-IPO employnagmeement, Mr. Hilliard will be eligible to paripate in customary health, welfare and
fringe benefit plans. The term of Mr. Hilliard'sgiéPO employment agreement will end on the fourthiaensary of the closing of this offerir
Mr. Hilliard's post-IPO employment agreement alentains a customary non-solicitation provision.

Joanne K. Bradford. Under her post-IPO employment agreement, Madfard will receive an initial annual base salafi$250,000,
effective as of January 1, 2011. In addition, beijig with fiscal year 2011, (i) Ms. Bradford wilkteligible to receive an annual cash
performance bonus targeted at 50% of her baseysaksed on the achievement of performance crigstiablished by the compensation
committee; and (ii) Mr. Bradford's sales commissiarill be determined by mutual agreement betweerahd the Company. In connection
with Ms. Bradford's entry into her post-IPO emplamhagreement, Ms. Bradford has been granted & sfiion covering 100,000 shares of
our common stock, which will vest over four yearsegual installments on each monthly anniversamhefclosing date of this offering, subject
to her continued service with the Company. If tlesiog of this offering does not occur on or ptioMarch 31, 2011, this stock option award
will terminate and be forfeited. In addition, undiee terms of the post-IPO employment agreement Byldford will be eligible to participate
in customary health, welfare and fringe benefinplarhe initial term of Ms. Bradford's post-IPO daymnent agreement will end on March 31,
2014, subject to automatic one-year extension temmtisterminated.

David E. Panos, Larry D. Fitzgibbon. Under their post-IPO employment agreements skée$anos and Fitzgibbon each will receive
an initial annual base salary of $250,000, effectig of January 1, 2011. In addition, beginnindwie fiscal year ending December 31, 2011,
each executive will be eligible to receive an ahmmash performance bonus with an amount target&@%t of his base salary, based on the
achievement of performance criteria establishethbycompensation committee. In connection withramgento their post-IPO employment
agreements, Messrs. Panos and Fitzgibbon havegoaeted stock options covering 87,500 and 100,6@0es of our common stock,
respectively. The stock options will each vest deeir years in equal installments on each monthlyiaersary of the closing date of this
offering, subject to the executive's continued imerwith the Company. If the closing of this offegidoes not occur on or prior to March 31,
2011, each stock option award will terminate andidofeited. In addition, under the terms of the o0 employment agreements, the
executives will be eligible to participate in custary health, welfare and fringe benefit plans. Tdren of the executives' post-IPO employment
agreements will end on the fourth anniversary efdlosing of this offering. The post-IPO employmagteements also contain a customary
non-solicitation provision.
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Severance and Change in Control Provisions undersk-IPO Employment Agreements and IPO-Related Stocki®mp Award Agreements.

Each of the post-IPO employment agreespravides for certain severance and change irradmgnefits which are summarized below.
As discussed above under "Compensation Discussidaalysis,” we believe that severance and changentrol protections are important
components of our named executive officers' comgiéns packages because these protections provideityeand stability that help enable |
executive officers to focus on their duties anghoesibilities to the Company and to act with thetheterests of the Company and its
shareholders in mind at all times, even under oistances where the interests of the Company astiaieholders may be adverse to the
officer's job security. We further believe that tisks to job security associated with executiviicef roles become heightened following an
initial public offering due to market factors, taker potential and other typical pressures on plybtraded companies. Accordingly, our
compensation committee has determined that enhasx@tance and change in control protections greppate in the public company
context under the post-IPO employment agreemamtdetermining the amounts of, and triggers applett the various benefits and
protections described below, our compensation cataenconsidered input provided by Compensia asé@ppropriate levels and triggers, but
based its ultimate determinations as to approptétas and conditions on the collective experiesfdés members.

Severance triggers include (as descrniberk fully below) (i) for all named executive offics, termination "without cause" or due to d
or disability, (ii) for Messrs. Rosenblatt and li#ifld and Ms. Bradford, termination for "good redsfn all contexts), and (iii) for
Messrs. Panos and Fitzgibbon, termination for "ga@ason” only in the context of a change in conié believe that terminations "without
cause" or due to death or disability constitutetyipes of non-culpable and unanticipated eventshylabsent suitable protections, often give
rise to anxiety and distraction and are therefpgr@priate severance triggers. In addition, ashoost senior officers, Messrs. Rosenblatt and
Hilliard and Ms. Bradford are particularly suscéf#ito the types of demotion and other construdeveminations against which "good reason"
severance triggers are generally intended to pratat, accordingly, we believe that "good reas@vesance triggers are appropriate for these
executives. Finally, we believe that, followinglaage in control, all officers are subject to egh&ned risk of demotion or other constructive
termination and, therefore, we have included "ga@bon"” severance triggers for Messrs. Panos argilfhon in the change in control cont

In the norchange in control severance context (as descritwed fally below), (i) Messrs. Rosenblatt and Hiltlaare entitled to specifi
multiples of base salary plus prior-year bonusd @ai continuation payments after termination, dsageany unpaid prior-year bonus and
subsidized healthcare; (ii) Mr. Rosenblatt is éedito certain accelerated equity vesting; (iii).sadford is entitled to certain accelerated
vesting, continuation of base salary and subsidiesdthcare; and (iv) Messrs. Panos and Fitzgilatverentitled to continuation of base salary,
payment of prior-year bonus and subsidized healkh&ash severance under these arrangements famgesix months' base salary to one-
and-one-half times the sum of base salary plusyear bonus, with subsidized healthcare rangiomfsix to 18 months. Our compensation
committee has determined, based on their colleetigerience combined with input from Compensiat, these severance components and
levels are competitive but reasonable and relatitygical for executive officers of public compasién addition, our compensation committee
has determined that, as the Company's foundenazhief Executive Officer since inception, Mr. Rablatt should generally vest on a
qualifying termination in the equity to which he wld have become entitled had he been able to agntimservice.

In the change-in-control context, bersefibder the post-IPO employment agreements aregriglouble trigger,” meaning that the
officer must experience a qualifying terminatiorcomnection with the transaction to become eligibtehe applicable benefits. We believe
that limiting
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change-in-control benefits to circumstances in White transaction results in a loss of employmegikes an appropriate balance between the
Company's (and an acquiror's) need for contindityperations and the officer's need for employnsecurity. We also believe that the change-
in-control process generally increases (often sutistlly) the duties and responsibilities of oueextive officers while also increasing the
likelihood that these officers will lose their jebsccordingly, we have provided for increased seva@grotections in this context, including
(as described more fully below) (i) for Messrs. &ddatt and Hilliard, two times the sum of bas@asaplus prior-year bonus, paid as a lump
sum, as well as two years of subsidized healtheare (ii) for Messrs. Hilliard, Panos and Fitzgibkemd Ms. Bradford, accelerated vesting of
certain equity awards. Messrs. Rosenblatt anddillalso vest in all but certain performance egaitsards if they remain employed for
specified periods following a change in control—oampensation committee made this determinatioadas its assessment that our most
senior executive officers should be provided with greatest incentive to see the Company througbkriicial transition period following a
transaction.

In considering the impact of the enhanmexdections provided under the post-IPO employnagnéements on the overall compensation
packages of our named executive officers, we déterarthat the post-IPO employment agreements &eiffiy address change in control and
severance concerns and, accordingly, have providedhese agreements will, upon the effectivenédisis offering, supersede and replace in
their entirety the named executive officers' ergtemployment agreements (including all existingesence and change in control protections
contained therein) to avoid any potential duplizatbf benefits.

Richard M. Rosenblatt, Charles S. Hillidr If either Mr. Rosenblatt's or Mr. Hilliard's @hoyment is terminated by the Company
without "cause," by the executive for "good reasonby reason of the executive's death or "diggbi(each, as defined in the post-IPO
employment agreements), in any case, outside thgextoof a change in control, then, in additiomtzrued amounts, the executive will be
entitled to receive the following:

. continuation payments totaling one (or, with respedvir. Rosenblatt, one-and-one-half) times the 1 (i) the executive's
annual base salary then in effect; and (ii) theuahbonus earned by the executive for the yearegliag the termination date,
payable over the 12-month (or, with respect to Rssenblatt, 18-month) period following the termiaatof employment;

. a lump-sum payment in an amount equal to any edsatednpaid prior-year bonus;

. Compan-subsidized healthcare continuation coverage foekeeutive and his or her dependents for twelvd (ith respect t
Mr. Rosenblatt, eighteen) months after the termamadate; and

. with respect to Mr. Rosenblatt only, (i) on a temation without "cause" or for "good reason," fultalerated vesting of all
compensatory equity awards other than his perfocerdased stock option and restricted stock awards(ii) on a termination
due to death or disability, (A) full acceleratedstieg of all compensatory equity awards other thigrperformance-based stock
option and restricted stock awards and his 2010n&t&@ed stock option awards, and (B) acceleratsting of 20% of the shar
underlying his 2010 IPO-related stock option awards

If the Company experiences a "changeirtrol” (as defined in the 2010 Plan) and the etieeuemains employed with the Company
its successor or an affiliate) through the six-rhatniversary (or, with respect to Mr. Hilliardetbne-year anniversary) of the consummation
of the change in control, the executive will beitted to accelerated vesting of all outstandingiggawards held by the executive (except for
any performance-based vesting equity awards hettidogxecutive as of the effective date of the{®&t employment agreement) on such
date.
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If the executive's employment is terméubby the Company without cause, by the executivgdod reason or by reason of the
executive's death or disability, in any case, withinety days prior to, on or within one year fallag a change in control of the Company, then
in addition to accrued amounts (and in lieu of¢beerance described above), the executive wilhtideel to receive the following:

. a lump-sum payment in an amount equal to two tithesum of (i) the executive's annual base salawy in effect and (ii) the
annual bonus earned by the executive for the caleyehr preceding the termination date;

. a lumg-sum payment in an amount equal to any earned Ipaidiprio-year bonuses

. accelerated vesting of all outstanding equity awdweld by the executive (except for any performevesed vesting equity
awards held by the executive as of the effectite dathe post-IPO employment agreement, whichl &lgafjoverned in
accordance with the terms of the applicable ecuitgrd agreements) as of the termination date; and

. Company-subsidized healthcare continuation coveli@gine executive and his dependents for twenty-foonths after the
termination date.

Each executive's right to receive theesawce payments described above is subject toxdative's delivery of an effective general
release of claims in favor of the Company. In therg that a change in control of the Company ocuiittsin three (or, with respect to
Mr. Rosenblatt, four) years following the date loé tlosing of this offering and an excise tax ipaged as a result of any payments made to
either Mr. Rosenblatt or Mr. Hilliard in connectianth such change in control, the Company will payeimburse to the affected executive an
amount equal to such excise tax plus any taxedtirgsfrom such payments. The right of these exigestto receive grossp payments will nc
apply to payments made in connection with any &atisn occurring more than three (or, with respedir. Rosenblatt, four) years after the
effectiveness of the offering.

Joanne K. Bradford. If Ms. Bradford's employment is terminated hg Company without "cause", by the executive faodreason”
or by reason of her death or "disability" (eachgefined in her post-IPO employment agreementiy case, then, in addition to accrued
amounts, Ms. Bradford will be entitled to receitae following:

. six months' continuation payments of Ms. Bradfoadiaual base salary then in effect over t-month period following he
termination of employment (or such shorter perisdrey be necessary to avoid substantial tax pesglti

. Company-subsidized healthcare continuation coveli@gels. Bradford and her dependents for six moatitesr the termination
date; and
. accelerated vesting of 50,000 shares of the résdrigtock grant, and 50,000 shares of the stodkrogtant, awarded i

connection with the execution of the original enyph@nt agreement if (i) her termination of employifen any of the reasons
set forth above occurs prior to a "change in cdhtrbthe Company (as defined in the 2006 Planjiipher termination of
employment for good reason or without cause ocfmli®vring a change in control.

If the Company experiences a change imtroband Ms. Bradford remains employed with ther(any (or its successor or an affiliate)
through the three-month anniversary of the consutiemaf the change in control or the Company teateés Ms. Bradford's employment other
than for cause or she terminates employment fod geason during such three-month period, Ms. Braldfall be entitled to accelerated
vesting of the greater of (A) 50,000 shares undigglgach of the restricted stock and stock opti@mtg awarded in connection with the
execution of the original employment agreemenB)r50% of the then-unvested shares subject to efitte restricted stock and stock option
grants.
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The stock option agreement covering MadBord's IPO-related stock option grant furthenides that, subject to the effectiveness of
the stock option's acceleration provisions, if Beadford experiences a termination of employmentheyCompany without cause, by her for
"good reason” (as defined in her ptRG employment agreement) or by reason of her daatlisability, in any case, within ninety daysqgorio
or one year following a "change in control" (asidedl in the 2010 Plan) of the Company, Ms. Bradfeiltibecome entitled to full accelerated
vesting of her IPO-related stock option award.

Ms. Bradford's right to receive the severe payments described above is subject to hieedebf an effective general release of claims
in favor of the Company.

David E. Panos, Larry D. Fitzgibbon. If either Mr. Panos' or Mr. Fitzgibbon's empiognt is terminated by the Company without
"cause” (as defined in the 2010 Plan), by the etkefor "good reason” (as defined in the post-Etaployment agreements) in connection
with a "change in control" (as defined in the 2@18n) or by reason of the executive's death obdigg in any case, then in addition to
accrued amounts, the executive will be entitletetzeive the following:

. six months' continuation payments of the execidigsenual base salary then in effect over the 6-mpatiod following the
termination of employment (or such shorter perisdrey be necessary to avoid substantial tax pesglti

. a lumg-sum payment in an amount equal to any earned Ipatidmprio-year bonus

. Company-subsidized healthcare continuation coveli@gine executive and his or her dependents fonginths after the
termination date; and

. if the executive's employment is terminated for afithe reasons set forth above within ninety daysr to, on or within ont

year following a change in control of the Compaeggelerated vesting of all outstanding equity awdweld by the executive as
of the termination date.

Each executive's right to receive theesawce payments described above is subject toxdwtive's delivery of an effective general
release of claims in favor of the Company.
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Outstanding Equity Awards at 2010 Fiscal Year-End

The following table summarizes the numiifeshares of common stock underlying outstandingtg incentive plan awards for each
named executive officer as of December 31, 2010:

Option Awards Stock Awards

Number Number Market
of Securities  Of Securities Number Value of
Underlying Underlying Of Shares Shares of
Unexercised  Unexercised Of Stock Stock
Options Options Option Option That That
#) #) Exercise Expiration Have Not Have Not
Name Grant Date Exercisable  Unexercisable Price($) Date Vested Vested($)(1)
Richard M August 3, August 2,
Rosenbl 2010(2) — 1,150,000 18.0C 2020 — —
August 3, August 2,
2010(2) — 1,150,000 24.0C 2020 — —
August 3, August 2,
2010(2) — 1,150,000 30.0C 2020 — —
August 3, August 2,
2010(2) — 1,150,000 36.0C 2020 — —
June 9, 20C
3) 875,000 1,225,00! 9.5C June 8, 201 — —
February 2¢ February 2¢
2009(4) 14,80 — 3.2C 2019 — —
April 19, April 19,
2007(5) — 1,000,00t 2.0C 2013 — —
April 19,
2007(6) — — —_ — 1,000,001 16,000,00
Charles S. August 3, August 2,
Hilliard 2010(7) — 250,00 18.0C 2020 — —
June 9, 2009
3) 166,66¢ 233,33 9.5C June 8, 201 — —
February 2¢ February 2¢
2009(4) 13,06! — 3.2C 2019 — —
June 1, 20C
(5) — 375,00( 2.0C June 1, 201 — —
June 1, 2007
(8) — — —_ — 45,58( 729,28(
Joanne K. August 3, August 2,
Bradforc 2010(7) — 100,00 18.0C 2020 — —
March 26, March 26,
2010(9) 50,00( 150,00( 7.7C 2020 — —
March 26,
2010(10) — — —_ — 200,00  3,200,00!
David E.  August 3, August 2,
Panos 2010(7) — 87,50C 18.0C 2020 — —
March 24, March 24,
2010(11) — 38,94( 7.7C 2020 — —
February 2¢ February 2¢
2009(4) 10,57¢ — 3.2C 2019 — —
April 3, April 3,
2008(12) 111,71¢ 50,781 4.4C 2018 — —
Larry D.  August 3, August 2,
Fitzgibb« 2010(7) — 100,00 18.0C 2020 — —
June 9, 200
3) 52,08: 72,917 9.5C June 8, 201 — —
February 2¢ February 2¢
2009(4) 11,84¢ — 3.2C 2019 — —
August 14, August 14,
2008(13) 36,45¢ 26,04 5.7C 2018 — —
January 4 January 4
2007(14) 48,95¢ 1,04z 1.8¢ 2017 — —



oY)

)

®)

(4)
©)

The market value of shares of stock that have ested is calculated based on the fair market v@lweir common stock
as of December 31, 2010 ($16.00), as determinexlibyoard of directors.

These options will vest and become exercisablguakemonthly installments over a three-year peliedinning on the
second anniversary of the date of the closing igfdffering (for a total vesting period of five ye subject to continued
service with us through the applicable vesting slared accelerated vesting under certain circumssaras described
under the caption "Narrative Disclosure to Sumn@oypensation Table and Grants of PBased Awards Table" abo

These options vested and continue to vest as &"Lif the shares subject to the options on each rhoativersary of
the vesting commencement date (April 1, 2009),extttip continued service with us through the applie vesting date
and accelerated vesting under certain circumstaasedescribed under the caption "Potential Paysrigpbn Terminatic
or Change in Control" below.

These options were 100% vested on the grant date.
In February 2010, the compensation committee antetitese performance-based options which were gfaate

Messrs. Rosenblatt and Hilliard in 2007. The shareterlying the amended performarxased stock option grants ves
full if the Company consummates an initial publftecng of shares of our common stc
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(6)

(7)

(8)

9)

(10)

(11)

(12)

(13)

and the average closing price per share of our anmstock during any -day period following the offering equals
exceeds $20, subject to continued employment véitthrough such vesting date or, if the Company tguks a change
control in which the consideration per share ieast $20 in cash or freely tradeable securitiglsjest to continued
employment of the executive through the one-yeaivansary of the change in control. Mr. Rosentdagjtant was further
amended in August 2010 through provisions containdds post-IPO employment agreement, effectivenughe
completion of this offering, to reduce this one4yservice requirement following a change in contoch six-month
service requirement, as described more fully utigercaption "IPO-Related Amendments to Certain Gtaabove.

In February 2010, the compensation committee antktide performance-based restricted stock awari;hwlias
granted to Mr. Rosenblatt in 2007. The restrictedlssubject to this award will vest in full, arttetrestrictions thereon
will lapse, if the Company consummates an initigblc offering of shares of our common stock orpoor to the sixth
anniversary of the grant date (April 19, 2007) #rmelaverage closing price per share of our comrtamk ®quals or
exceeds $20 during any 30-day period followingdlusing of the offering and preceding the latethaf sixth anniversary
of the grant date and the first anniversary ofdlosing of the initial public offering, subject tontinued employment wi
us through the vesting date or, if the Company tgmkes a change in control on or prior to the satthiversary of the
date of grant in which the consideration per sheeg least $20 in cash or freely tradeable sdesrisubject to continued
employment of the executive through the one-yeaivansary of the change in control. Mr. Rosentdagjtant was further
amended in August 2010 through provisions containdds post-IPO employment agreement, effectivenughne
completion of this offering, to reduce this onetysarvice requirement following a change in contooh six-month
service requirement, as described more fully utigercaption "IPO-Related Amendments to Certain Gtaabove.

These options vest and become exercisable in esoathly installments over a four-year vesting pefiiollowing the
date of the closing of this offering, subject tottoued service with us through the applicableingstiates and
accelerated vesting under certain circumstancedesibed under the caption "Narrative DisclosarBummary
Compensation Table and Grants of Plan-Based AwEatife" above.

This restricted stock award (i) vested as to 638&0res on the grant date; (ii) vested and conditmgest as to 18,229
shares on each monthly anniversary of the commeereaf the executive's employment, through Febraag011; and
(iii) will vest with respect to the remaining 9,18Rares, on February 15, 2011, subject to contisaedce with us
through the applicable vesting dates.

This option vested and became exercisable witherdgp 50,000 shares on the grant date, and wiliimoe to vest and
become exercisable with respect to 37,500 shar#iseofirst anniversary of the grant date and 3 di#res in monthly
installments over the three-year period thereastgject to continued service with us through tgiaable vesting dates
and accelerated vesting under certain circumstaasedescribed under the caption "Potential Paysrigpbn Terminatic
or Change in Control" below.

This restricted stock award vests, and the reignistthereon will lapse, in equal 25% installmemiseach of the first four
anniversaries of the grant date, subject to coatirgervice with us through the applicable vestiaigs and accelerated
vesting under certain circumstances, as describddrihe caption "Potential Payments Upon Ternmomadr Change in
Control" below.

This option vests and becomes exercisable withersp 25% of the shares subject to the option anci24, 2011 and
as to 1/48" of the shares subject to the option monthly okierthree-year period thereafter, subject to coatirservice

with us through the applicable vesting dates amelacated vesting under certain circumstancesessrithed under the

caption "Potential Payments Upon Termination orrigfeain Control" below.

This option vested and continues to vest as to @bfte shares subject to the option on March 3920 as to 1/48 of
the shares subject to the option monthly over iheetyear period thereafter, subject to contingedice with us through
the applicable vesting dates and accelerated gegtider certain circumstances, as described uhderaption "Potential
Payments Upon Termination or Change in Controlbwel

These options vested and continue to vest as tod3ke shares subject to the option on Augus0092and as to 1/48

of the shares subject to the option monthly okerthree-year period thereafter, subject to coetirgervice with us
through the applicable vesting dates and accetkagsting under certa
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circumstances, as described under the captionriat®ayments Upon Termination or Change in Cdhtrelow.

(14) These options vested and continue to vest as tod3ke shares subject to the option on the finstivzersary of the grant
date and as to 1/48 of the shares subject to the option monthly okierthree-year period thereafter, subject to coatinu
service with us through the applicable vesting sl

2010 Option Exercises and Stock Vested

The following table summarizes vestingtaick applicable to our named executive officensrd) the year ended December 31, 2010.
None of the named executive officers exercisedautipns during 201(

Stock Awards
Number of Shares
Acquired on Vesting Value Realized on

Name (#) Vesting($)(1)

Richard M. Rosenbla 333,33 2,791,66:
Charles S. Hilliarc 218,74¢ 2,457,26!
Joanne K. Bradfor — —
David E. Pano — —
Larry D. Fitzgibbor 16,66 138,66¢

(1)  Amounts shown are based on the fair market vallwmipEommon stock on the applicable vesting deges a
determined by our board of directo

Potential Payments Upon Termination or Change in Cotrol

Our named executive officers are entitiedertain payments and benefits upon a qualify@ngination of employment or a change in
control. The employment agreements with MessrseRoiatt, Hilliard, Panos and Fitzgibbon and Ms.doad that provide for many of these
benefits will, effective upon completion of the efing, be superseded by the terms of new employagmeements with each of those
executives (the terms of which are described aboder the caption "Post-IPO Employment Agreemen@ig following discussion describes
the payments and benefits to which our named eixecafficers would have become entitled pursuarggreements in effect as of
December 31, 2010, in accordance with applicalsela$ure rules.

Richard M. Rosenblatt. If Mr. Rosenblatt had terminated his employnfent'good reason,” we had terminated his employnf@nany
reason other than for "cause" (each as definedithbn-applicable amended employment letter) arRéisenblatt's employment had
terminated due to his death or disability, in aage; on December 31, 2010, Mr. Rosenblatt woule baen entitled to receive under his then-
applicable amended employment letter, in additoopayment of accrued compensation and benefitsigiirthe date of termination and subject
to his execution of a general waiver and releasgaiins, (i) continuation payments of his basergaiar four months; and (ii) continuation of
Company-subsidized healthcare coverage for fourthsoafter the termination date.

Mr. Rosenblatt's then-applicable emplogtietter would have vested in full upon the conswation of the change in control.
Mr. Rosenblatt also would have been entitled tocsgrup payment in an amount equal to any excigstimposed as a result of any "excess
parachute payments" made to Mr. Rosenblatt in actiorewith the change in control (in addition toyaaxes resulting from such gross-up
payment), as determined under Section 280G ofriteerial Revenue Code.
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Charles S. Hilliard. If Mr. Hilliard had terminated his employmeiot f'good reason," we had terminated his employrfarany
reason other than for "cause" (each as definedithbn-applicable amended employment letter) arHlilfiard's employment was terminated
due to death or disability, in any case, on Decertte2010, Mr. Hilliard would have been entitledréceive, under his then-applicable
amended employment letter, in addition to payméiaicorued compensation and benefits through the afatermination and subject to his
execution of a general waiver and release of clafipsontinuation payments of his base salaryféor months; (ii) continuation of Company-
paid healthcare coverage for four months afteteh@ination date; and (iii) accelerated vesting®/580 unvested shares subject to the
restricted stock award granted in connection witheéxecution of his then-applicable amended empdmyrietter.

Had a "change in control" (as definethimthen-applicable amended employment letteh@f@ompany occurred on December 31, 2010
and either (i) Mr. Hilliard remained employed by(os our successor) through the six-month annivgrsathe occurrence of such change in
control; or (ii) Mr. Hilliard terminated his emplayent for "good reason" or the Company terminatedHillliard's employment without cause,
in either case, at any time within six months befor after the change in control (including upoa thange in control), the 45,580 shares of
then-unvested restricted stock granted in conneetith the execution of Mr. Hilliard's then-applida amended employment letter would have
vested in full upon such six month anniversaryantier termination. Mr. Hilliard also would havedreentitled to a gross-up payment in an
amount equal to any excise taxes imposed as & rdany "excess parachute payments" made to Miiaki in connection with the change in
control (in addition to any taxes resulting frontlsigross-up payment), as determined under Sec806G 2f the Internal Revenue Code.

Joanne K. Bradford. If Ms. Bradford had terminated her employmemt“gjood reason" or we had terminated her employrwerany
reason other than for "cause" or if her employnied terminated due to her death or "disability'tfeas defined in her then-applicable
employment letter) on December 31, 2010, she wbala been entitled to receive, under her then-egiplie employment letter, in addition to
payment of accrued compensation and benefits thrtheydate of termination (including accrued bytaid sales commissions and, with
respect to a termination for good reason or witlwawise only, a pro-rated incentive bonus for calegdar 2010), subject to her execution and
non-revocation of a general waiver and releaséairins, (i) continuation payments of her base sadlaryour months; (i) Company-subsidized
healthcare coverage for Ms. Bradford and her depatisdfor four months after the termination date} @) accelerated vesting of 50,000
shares of each of the then-unvested restricted stod stock option awards granted in connectioh thie execution of Ms. Bradford's then-
applicable employment letter (except with respeda termination of employment due to her deathisahility occurring after a change in
control).

Had a change in control of the Comparguaed on December 31, 2010 and either (i) Ms. raidremained employed by us (or our
successor) through the three-month anniversafyeobtcurrence of such change in control; or (iitereninated Ms. Bradford's employment
without cause or Ms. Bradford terminated her emplegt for good reason upon or during the three-mpatiod after the change in control
Ms. Bradford would have been entitled to acceleraesting of the greater of 50,000 shares or 50%@thendnvested shares underlying ei
of the restricted stock and stock option awardstghin connection with the execution of Ms. Bradfe then-applicable employment letter.

David E. Panos. If Mr. Panos had terminated his employment'émrod reason” or we had terminated his employmemnary reason
other than for "cause” (each, as defined in hia-ygplicable employment letter) on December 310204r. Panos would have been entitled to
receive, under his then-applicable employmentigitteaddition to the payment of accrued compengatind benefits through the date of
termination and subject to his execution and
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non-revocation of a general waiver and releaseéains, continuation payments of his base salarydor months.

Had a change in control of the Comparguaed on December 31, 2010 and Mr. Panos' employtaeminated without cause or for
good reason at any time during the twetwenth period after the change in control, Mr. Panosld have been entitled to accelerated vestil
certain outstanding equity awards held by him entémmination date. Had a change in control ofGbenpany occurred on December 31, 2010
and Mr. Panos experienced a termination of employmithout cause or for good reason either (i) witbne month prior to; or (ii) after the
twelve-month anniversary of, the consummation ef¢change in control, Mr. Panos would have beetledtio accelerated vesting of 50% of
the then-unvested outstanding equity awards heldibyanos on the termination date.

Upon the continued employment of Mr. Pawnith the Company (or our successor) through ithenenth anniversary of a change in
control, the shares underlying the stock optiomtgrd in connection with the execution of his the@plecable employment letter will vest with
respect to the greater of 25% of the shares sutgjebe option and 50% of the then-unvested staarbgect to the option.

Larry D. Fitzgibbon. If we had terminated Mr. Fitzgibbon's employinfem any reason other than for "cause" (as defindds then-
applicable employment letter) on December 31, 26&0yould have been entitled to receive, undetht@s-applicable employment letter, in
addition to payment of accrued compensation anéfitsrthrough the date of termination and subjedtis execution of a general waiver and
release of claims, continuation payments of hilsatary for four months.

Accelerated Vesting of Certain Additional Equity Aards

Performance Options and Restricted St¢ak amended February 2010). In addition to the compensation, acceleratestivg and
benefits described above, assuming the occurremcer;, within specified periods around December2B1,0, of either (A) an initial public
offering of the Company's common stock attainingplame weighted average price of $20 per share ayge-determined period or (B) (i) a
"liquidity event" transaction (as defined in theplpable award agreements) consummated at a pirice kess than $20 per share of Company
common stock, and (ii) the termination of Mr. Rdslattt's and/or Mr. Hilliard's employment on DecemB#, 2010 by the executive with "go
reason,” by the Company without "cause” or dudéoetxecutive's death or disability, then Mr. Rosatiand Mr. Hilliard would have vested
option awards covering 1,000,000 and 375,000 sharesr common stock, respectively, and Mr. Rosattblould have vested in 1,000,000
shares of restricted stock. These awards wouldrelse vested subject to continued employment ofskéefkosenblatt or Hilliard for one year
following the consummation of a qualifying liquidievent. These award agreements were further ardendaticipation of this offering, as
discussed above under the caption "IPO-Related Aiments to Certain Grants."

Panos March 2010 Option. In the event the Company experiences a chamgentrol on December 31, 2010 and either (i) Mndés
remains employed by us (or our successor) throglsik-month anniversary of such change in comtrdli) the Company terminates the
employment of Mr. Panos other than for "cause'dgfined in the 2006 Plan), then the stock optioaralwill vest and become exercisable
with respect to the greater of (A) 9,735 sharegestibo the award or (b) 50% of the unvested shanekerlying the award. If Mr. Panos reme
employed through the six-month anniversary of thenge in control and the Company terminates hidayment other than for cause after
such six-month anniversary, an additional 9,73%eshéor such lesser number of shares that remairessted on such date of termination)
underlying the award will vest and become exerdesab
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June 2009 Options. In the event we undergo a change in contrdbecember 31, 2010, the June 2009 stock optiondegtda Messrs.
Rosenblatt, Hilliard and Fitzgibbon vest in fulltife executive is terminated without cause (orhwétspect to Messrs. Rosenblatt and Hilliard,
terminated without cause or by the executive fardgeeason) within 90 days before the change inrob(f such termination is in connection
with the change in control) or within 380 days aftee change in control or if the executive remangployed with us (or our successor) for a
period of 380 days following the change in cont@hbing forward, in accordance with the post-IPO Epment agreements, Mr. Rosenblatt's
June 2009 stock option will vest in full upon a lifyang termination of employment (not in connegtiwith a change in control) or if he
remains employed with us through the six-monthamsiary of the change in control. Mr. Hilliard'sspdPO employment agreement provides
that his June 2009 stock option will vest in flilhe remains employed with us through the one-geaiversary of the change in control.

Fitzgibbon 2008 Option. Upon the continued employment of Mr. Fitzgiblveith the Company (or our successor) through tke si
month anniversary of a change in control, occurdndecember 31, 2010, the shares underlying titisrowill vest with respect to the grea
of 25% of the shares subject to the option and B0%le then-unvested shares subject to the option.

Summary of Potential Paymen

The following table summarizes the payta¢hat would be made to our named executive affiapon the occurrence of certain
qualifying terminations of employment, includingdonnection with a change in control, assuming ¢laah named executive officer's
termination of employment with the Company occumaddecember 31, 2010 and, where relevant, theaage in control of the Company
occurred on December 31, 2010 and satisfied arfpnpeance criteria applicable to equity vestinghet maximum level, as applicable.
Amounts shown include benefits payable under tmeethexecutive officers’ employment agreementsfeaceprior to this offering. Amounts
shown in the table below do not include (i) accrbatiunpaid salary and, where applicable, commissithrough the date of termination, and
(ii) other benefits earned or accrued by the namedutive officer during his employment that araikable to all salaried employees, such as
accrued vacation.
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The agreements with the named execuffieeos will, effective upon completion of the offeg, be superseded by the terms of new or
amended employment agreements with each of thasmitixes which provide for different terminationdachange in control benefits not
shown in the table below. The terms of the newaménded employment agreements are described ahdee the caption "Post-IPO
Employment Agreements”.

Qualifying
Termination or
Event in
Termination Connection with
without Cause Termination a Qualifying
or for Good due to death Change in
Name Benefit Reason($) or Disability($) Control($)
Richard M. Rosenbla Severance(1 116,66° 116,66° 116,66°
Value of Accelerated Restricted
Stock Awards(2 — — 16,000,00(7)
Value of Accelerated Option Awari
(3) — — 21,962,50(8)
Value of Continued Health Care
Coverage Premiums(: 3,33: 3,33: 3,33:
Excise tax gross up(! — — 7,463,411
Total 120,00( 120,00( 45,545,91
Charles S. Hilliarc Severance(1 94,297 94,297 94,297
Value of Accelerated Restricted
Stock Awards(2 729,28((9) 729,28((9) 729,28((9)
Value of Accelerated Option Awards
(3) — — 6,766,66/(10)
Value of Continued Health Care
Coverage Premiums(: 3,332 3,33: 3,332
Excise tax gross up(! — — 1,381,08!
Total 826,91( 826,91( 8,974,66.
Joanne K. Bradfor Severance(1 75,00( 75,00( 75,00(
Bonus(6) 73,14¢ — 73,14¢
Value of Accelerated Restricted
Stock Awards(2 800,00((11) 800,00((11) 1,600,00(12)
Value of Accelerated Option Awari
) 415,00((13) 415,00((13) 622,50((14)
Value of Continued Health Care
Coverage Premiums(: 3,332 3,33: 3,332
Total 1,366,47! 1,293,33: 2,373,97
David E. Pano Severance(1 77,50( — 77,50(
Value of Accelerated Restricted
Stock Awards(2 — — —
Value of Accelerated Option Awards
(3) — — 912,26:(15)
Value of Continued Health Care
Coverage Premiums(: — — —
Total 77,50( — 989,76:
Larry D. Fitzgibbor Severance(1 76,25( — 76,25(
Value of Accelerated Restricted
Stock Awards(2 — — —
Value of Accelerated Option Awari
(3) — — 634,89{(16)
Value of Continued Health Care
Coverage Premiums(: — — —
Total 76,25( — 711,14¢
1) Represents continuation of salary payments fop#yut period provided under each named execuffieeds then-applicable employment letter.
) Represents the aggregate value of the executimessted restricted stock that would have vesteanoaccelerated basis, determined by multiplyinghtimaber

of accelerating shares by the fair market valueusfcommon stock ($16.00) on December 31, 20168etmined by our board of directors.

(3) Represents the aggregate value of the executimessted stock options that would have vested cacaalerated basis, determined by multiplying theer of
accelerating option shares by the fair market vafugur common stock ($16.00) on December 31, Za$@etermined by our board of directors) and sikitrg
the applicable exercise prices.

4) Represents the cost of Company-subsidized contibeedfits for the payout period provided under ezaimed executive officer's then-applicable emplayme
letter, based on our then-applicable costs to geosiich coverage.

(5) Represents, in the case of Messrs. Rosenblatt dinatdd additional tax-gross up payments to congaga for excise taxes imposed by Section 4999eof th

Internal Revenue Code on the benefits provided.aBsemptions used to calculate the excise tax-gqoasclude the following: an excise tax rate o#@G&
federal tax rate of 35%, California state tax &ft6.55% and a Medicare tax rate of 1.4¢
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(6)

@)
®)

©)
(10)

11
(12)
(13)
14

(15)

(16)

Represents the value attributable to Ms. Bradfquisrated target bonus for 2010 (based on heigbgear of service commencing on March 26, 2046)the
actual pro-rated bonus amount for 2010 is not gkstutable. For additional information, see "ExeeetCompensation Program Components—Annual
Performance-Based Bonuses" above.

Represents the value attributable to the vestirig@d0,000 unvested shares underlying Mr. RosetsoP07 performance restricted stock award.

Represents the value attributable to the vestin@ a§000,000 unvested shares underlying Mr. Rbksgtis 2007 performance stock option award and
(i) 1,225,000 unvested shares subject to Mr. Rolsét’s June 2009 stock option award.

Represents the value attributable to the vestimba@80 unvested shares subject to Mr. HilliardseJ2007 restricted stock award.

Represents the value attributable to the vestin@ 875,000 unvested shares underlying Mr. HidlarJune 2007 performance option and (ii) 233,38&sted
shares subject to Mr. Hilliard's June 2009 stodfoop

Represents the value attributable to the vestirBpdI00 unvested shares underlying Ms. Bradfora@ischl2010 restricted stock award.
Represents the value attributable to the vestifip6f000 unvested shares underlying Ms. Bradféddisch 2010 restricted stock award.
Represents the value attributable to the vestirgDaI00 unvested shares underlying Ms. Bradforaisch12010 stock option award.
Represents the value attributable to the vestirighgd00 unvested shares underlying Ms. Bradfora@isch12010 stock option award.

Represents the value attributable to the vestin@ 60,781 unvested shares underlying Mr. Panpsil 2008 stock option award; (ii) 38,940 unvessbdres
underlying Mr. Panos' March 2010 stock option award

Represents the value attributable to the vestin@ 45,625 unvested shares underlying Mr. Fitzgittb August 2008 stock option award and (ii) 72,0@Veste(
shares underlying Mr. Fitzgibbon's June 2009 stqation award

2010 Director Compensation

The following table sets forth informatiooncerning the compensation of our directorsmdptine year ended December 31, 2010:

Option

Name(1) Awards($)(2) Total($)

Fredric W. Harmai — —

Victor E. Parkel — —

Gaurav Bhandai — —

John A. Hawking¢ — —

James R. Quani 30,99¢ 30,99t

Peter Gube 154,97. 154,97:

Joshua G. Jami 154,970 154,97:

1) Mr. Rosenblatt, our Chairman and Chief Executivédef, is not included in this table as he is arplyee of the Company and does not

receive additional compensation for his servica d#ector. All of the compensation paid to Mr. Boklatt for the services he provides to us
is reflected in the Summary Compensation Table.

2) Amounts reflect the full grant-date fair value tdek options granted, computed in accordance wBICA opic 718, rather than the amounts
paid to or realized by the named individual. Wevide information regarding the assumptions usezhtoulate the value of all stock option
awards made to directors in the "Management's Bon and Analysis of Financial Condition and Rissof Operations" section under the
captions "Stock-based Compensation," "Significattérs, Assumptions and Methodologies Used in Déténg the Fair Market Value of
Our Common Stock" and "Common Stock Valuations'vaboThere can be no assurance that awards willovesill be exercised (and if the
awards do not vest or are not exercised, no vallibevrealized by the individual), or that the walupon exercise will approximate the
aggregate grant date fair value determined und€ A&pic 718
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Narrative Disclosure to Director Compensation Table

In 2010, the Company awarded stock optmovering 7,500, 37,500 and 37,500 shares of @urmmon stock to Messrs. Quandt, Guber
and James, respectively. None of our non-emplaygepiendent directors received any other compemsatimcentives during the year ended
December 31, 2010. None of our nemployee directors, other than Messrs. Quandt, Gae James, held any stock options or unvestett
awards as of December 31, 2010. Messrs. QuanderGuial James each held stock options coveringabab87,500 shares, and no stock
awards as of December 31, 2010. Members of oudbafadtirectors are entitled to reimbursement ofrtBepenses incurred in connection with
attendance at board and committee meetings anéremrtes with our senior management. We intendtébksh a compensation program for
our non-employee directors following the effectiges of this offering.

Equity Incentive Plans
2006 Equity Incentive Plan

In April 2006 we adopted, and on JuneZZ®)8 we amended and restated, the 2006 Planddyahefit of members of our board of
directors, our employees and consultants and dagidiaries. As a result of our adoption of the 2@18n (discussed below), we will not make
any further awards under the 2006 Plan. The méterias of the 2006 Plan are summarized below.

Eligibility and Administration. Our employees, directors and consultants &gékd to receive grants of stock options and stock
purchase rights under the 2006 Plan. The 2006 Rlarbeen administered by our board of directorscantpensation committee, which has
delegated to our chief executive officer and chireincial officer authority to make certain granfsawards to non-executive employees. Our
board may also delegate its administrative powethé compensation committee and/or to other subdtses of the board (referred to
collectively as the plan administrator). After ttlesing of this offering, certain limitations asttee composition of the plan administrator may
be imposed under Section 162(m) of the InternaleRae Code, Section 16 of the Exchange Act anddokstxchange rules, as applicable. Our
board of directors administers the 2006 Plan wadpect to awards to independent directors. Thegaarinistrator has broad authority to make
determinations and interpretations under, presddbas for use with, and adopt rules for the adstmation of, the 2006 Plan, subject to its
express terms and conditions. The plan administedso sets the terms and conditions of all awartter the 2006 Plan, including any vesting
and acceleration conditions.

Limitation on Awards and Shares Available The aggregate number of shares of our comnomk $hat is authorized pursuant to the
2006 Plan is 27,500,000, which shares may be d@aditbbut unissued shares, or represent shareslyinddorfeited awards. Shares tendered
or withheld to satisfy grant or exercise priceax withholding obligations associated with an awgrmrahted under the 2006 Plan, shares subjec
to an award that is granted under the 2006 Plarigharfeited or expires and shares of restricttetk that are repurchased by us at their
original purchase price may be used again for newutg under the 2006 Plan.

Awards. The 2006 Plan provides for the grant of stogtiams, including incentive stock options, or IS@sd nonqualified stock
options, or NSOs, and stock purchase rights. Awandier the 2006 Plan are set forth in award agraenenhich detail the terms and
conditions of the awards, including any applicaldsting and payment terms and post-terminationcésesfimitations. Awards are generally
settled in shares of our common stock. A brief dption of each award type follows.

. Stock Options. Stock options provide for the purchase of shafesir common stock in the future at an exerciseepset on the
grant date. ISOs, by contrast to NSOs, may protagdeleferral beyond exercise and favorable capdals tax treatment to their
holders if certain holding period and other IntéfRavenue Code requirements are satisfied. Theisesprice
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of a stock option may not be less than 100% ofafremarket value of the underlying share on thiead grant (or 110% in the
case of ISOs granted to certain significant shddsns), except with respect to certain substityptons granted in connection
with a corporate transaction. The term of a stqaiom may not be longer than ten years (or fiveryéathe case of ISOs gran
to certain significant shareholders). Vesting ctinds determined by the plan administrator may yppistock options and may
include continued service, performance and/or atbeditions. A stock option may provide for "eaglyercise" prior to vesting
in exchange for shares of restricted shares ttstorethe option's vesting schedule.

. Stock Purchase RightsStock purchase rights represent rights to acqasgicted stock, which is an award of nontrareditsr
shares of our common stock that remain forfeitaloless and until specified conditions are met,\ahith may be subject to a
purchase price. Conditions applicable to stock Ipase rights may be based on continuing serviceuwsitbr our affiliates, the
attainment of performance goals and/or such otbeditions as the plan administrator may determine.

Certain Transactions. The plan administrator has broad discretioedoitably adjust the provisions of the 2006 Planwell as the
terms and conditions of existing and future awat@grevent the dilution or enlargement of intenedefits and facilitate necessary or
desirable changes in the event of certain trarmaxtind events affecting our common stock, sudcak dividends, stock splits, mergers,
consolidations, reorganizations, asset sales dret obrporate transactions. In the event of a ahamgontrol of the Company (as defined in
2006 Plan), the surviving entity may assume outitenawards or substitute economically equivalevaras for such outstanding awards;
however, if the surviving entity declines to asswnsubstitute for some or all outstanding awattuisn (i) options and stock purchase rights
held by service providers whose service with thenBany has not terminated prior to the change itrobwill vest in full, and all restrictions
thereon will lapse, and such awards will be madeg@sable not later than immediately prior to thesimg of the transaction, and any option
stock purchase rights not exercised prior to theinl of the transaction will terminate and (iiyather options or stock purchase rights
outstanding under the 2006 Plan will be termindft@dt exercised prior to the change in controtlitidual award agreements may provide for
additional accelerated vesting and payment prowssio

Foreign Participants, Transferability anBarticipant Payments. The plan administrator may modify award terestablish
supplements, amendments or alternative versiotteed?006 Plan and/or adjust other terms and camditbof awards, subject to the share limits
described above, in order to facilitate grantsvedras subject to the laws and/or stock exchanges rofl countries outside of the United States.
With limited exceptions for gifts or domestic rétats orders, guardians or executors of the paditip estate upon the participant's death or
disability, in connection with certain acquisitiomsa change in control and transfers to the Compamnards under the 2006 Plan are generally
non-transferable prior to exercise or delivery are exercisable only by the participant. With reigartax withholding, exercise price and
purchase price obligations arising in connectiothwaiwards under the 2006 Plan, as applicable,l#regdministrator may, in its discretion,
accept cash or check, a full recourse promissoty, shares of our common stock that meet speaifieditions, other property that constitutes
good and valuable consideration, a "market sekiSrdr any combination thereof.

Plan Amendment and Termination. Our board of directors may amend or terminlaée2006 Plan at any time; however, (i) no
amendment or termination may adversely affect astanding award without the affected participantssent, and (ii) except in connection
with certain changes in our capital structure, ldbotder approval will be required for any amendntéat increases the number of shares
available under the 2006 Plan or extends the térimeo2006 Plan. No award may be granted purswathiet 2006 Plan after June 26, 2018,
however, we ceased granting awards under the 21@@6upon effectiveness of the 2010 Plan.
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2010 Incentive Award Plan

In August 2010 we adopted, and our stolddrs approved, the 2010 Plan under which we éxpegrant cash and equity incentive
awards to eligible service providers in order toaat, motivate and retain the talent for whicheseenpete. The material terms of the 2010 Plan
are summarized below.

Eligibility and Administration. Our employees, consultants and directors &gk to receive awards under the 2010 Plan. T0k02
Plan is administered by our compensation committédéch may delegate its duties and responsibilitiesubcommittees of our directors anc
officers, subject to certain limitations that mayimposed under Section 162(m) of the Internal RegeCode, Section 16 of the Exchange Act
and/or stock exchange rules, as applicable. Oudbafedirectors administers the 2010 Plan with egspo awards to non-employee directors.
The plan administrator has the authority to makdetkerminations and interpretations under, préscail forms for use with, and adopt rules
for the administration of, the 2010 Plan, subjedts express terms and conditions. The plan aditn&ior also sets the terms and conditions of
all awards under the 2010 Plan, including any wgstéind vesting acceleration conditions.

Limitation on Awards and Shares Available The aggregate number of shares of our comnuak $hat are available for issuance
under awards granted pursuant to the 2010 Plaguial ¢o the sum of 15,500,000 shares, (ii) anyeshaf our common stock subject to awards
under the 2006 Plan that terminate, expire or lé@sany reason and (iii) an annual increase imeshan the first day of each year beginning in
2011 and ending in 2020. The annual increase wiltdpal to the lesser of (A) 6,000,000 shares5¢B)f our common stock outstanding on
the last day of the prior year or (C) such smallenber of shares as may be determined by the BSarde the effectiveness of the 2010 Plan,
no additional awards have been or will be grantedeu the 2006 Plan. Shares granted under the 2ah(hRy be treasury shares, authorized
but unissued shares, or shares purchased in tinenogeket. Shares tendered or withheld to satisiytgor exercise price or tax withholding
obligations associated with an award granted utide?010 Plan, and shares subject to an awardstgeanted under the 2010 Plan that is
forfeited, expires or is settled for cash, may beduagain for new grants under the 2010 Plan. Hexyéve following shares may not be used
again for grant under the 2010 Plan: (i) sharegestibo a stock appreciation right, or SAR, tha& mot issued in connection with the stock
settlement of the SAR on its exercise, and (iiysbg@urchased on the open market with the caslepdsdrom the exercise of options.

Awards granted under the 2010 Plan uperassumption of, or in substitution for, awardthatized or outstanding under a qualifying
equity plan maintained by an entity with which weer into a merger or similar corporate transactidhnot reduce the shares available for
grant under the 2010 Plan. After a transition pktitat may apply following the effective date o thffering, the maximum number of shares
of our common stock that may be subject to one @arenrawards granted to any one participant purdieahie 2010 Plan during any calendar
year is 5,000,000 and the maximum amount that negyaid in cash pursuant to the 2010 Plan to anypartécipant during any calendar ye
period is ten million dollars ($10,000,000).

Awards. The 2010 Plan provides for the grant of stogtiams, including ISOs and NSOs, restricted stoldkidend equivalents, stock
payments, RSUs, performance shares, other incesmaeds, SARs and cash awards. Certain awards thmel@010 Plan may constitute or
provide for a deferral of compensation, subjec$eation 409A of the Internal Revenue Code, whicly imgpose additional requirements on
terms and conditions of such awards. All awardseuige 2010 Plan will be set forth in award agresisiewvhich will detail the terms and
conditions of the awards, including any applicaldsting and payment terms and post-terminationcésesfimitations. Awards other than cash
awards will generally be settled in shares of mammon stock, but the plan administrator may pro¥iteash settlement of any award. A brief
description of each award type follows.
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. Stock Options. Stock options provide for the purchase of shafesir common stock in the future at an exerciseepset on the
grant date. ISOs, by contrast to NSOs, may protageleferral beyond exercise and favorable capdals tax treatment to their
holders if certain holding period and other requieats of the Internal Revenue Code are satisfind.€kercise price of a stock
option may not be less than 100% of the fair maviatiie of the underlying share on the date of gfani110% in the case of
ISOs granted to certain significant shareholdensdept with respect to certain substitute opticiagmed in connection with a
corporate transaction. The term of a stock optiay mot be longer than ten years (or five yearbiéndase of ISOs granted to
certain significant shareholders). Vesting condsiaetermined by the plan administrator may appktock options and may
include continued service, performance and/or atbaditions.

. Stock Appreciation RightsSARs entitle their holder, upon exercise, to keeérom us an amount equal to the appreciation of
the shares subject to the award between the gasmtathd the exercise date. The exercise price&sdfRamay not be less than
100% of the fair market value of the underlyingrehan the date of grant (except with respect ttagesubstitute SARs granted
in connection with a corporate transaction) andi¢he of a SAR may not be longer than ten yearstikg conditions
determined by the plan administrator may applyA®S and may include continued service, performamztor other
conditions.

. Restricted Stock, Deferred Stock, RSUs and Perfoce&hares. Restricted stock is an award of nontransferaiiéees of our
common stock that remain forfeitable unless and spécified conditions are met, and which may bigject to a purchase pric
Deferred stock and RSUs are contractual promisdslteer shares of our common stock in the futuigich may also remain
forfeitable unless and until specified conditioms met. Delivery of the shares underlying theserdsvenay be deferred under
the terms of the award or at the election of thtigpant if the plan administrator permits suctiederral. Performance shares
contractual rights to receive a range of sharesiotommon stock in the future based on the attamrof specified performan:
goals, in addition to other conditions which mayplggo these awards. Conditions applicable to igsil stock, deferred stock,
RSUs and performance shares may be based on dagtservice with us or our affiliates, the attaimnef performance goals
and/or such other conditions as the plan admingstraay determine.

. Stock Payments, Other Incentive Awards and Caslrdsa Stock payments are awards of fully vested shafresir commor
stock that may, but need not, be made in lieu eélsalary, bonus, fees or other cash compensdtienndse payable to any
individual who is eligible to receive awards. Otivarentive awards are awards other than those emtedein this summary that
are denominated in, linked to or derived from sbaxrieour common stock or value metrics relatedwostares, and may remain
forfeitable unless and until specified conditions met. Cash awards are cash incentive bonusescstbjperformance goals.

. Dividend Equivalents. Dividend equivalents represent the right to ree¢he equivalent value of dividends paid on shafesur
common stock and may be granted alone or in tangiémawards. Dividend equivalents are creditedfadivadend payments
dates during the period between the date an awaydnted and the date such award vests, is eedrdssdistributed or expires,
as determined by the plan administrator. Divideqdiwalents may not be paid on awards granted uth@e?010 Plan unless and
until such awards have vested.

Performance Awards. Performance awards include any of the awaralsate granted subject to vesting and/or paymesacan the
attainment of specified performance goals. The p@ministrator will determine whether performanesgds are intended to constitute
"qualified performance-based compensation," or QREiItin the meaning of Section 162(m) of the InerRevenue Code, in
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which case the applicable performance criteria bgliselected from the list below in accordance withrequirements of Section 162(m) of the
Internal Revenue Code.

Section 162(m) of the Internal Revenué&€imposes a $1,000,000 cap on the compensatiarciiad that we may take in respect of
compensation paid to our "covered employees" (whiabuld include our chief executive officer and nekt three most highly compensated
employees other than our chief financial officét excludes from the calculation of amounts suliethis limitation any amounts that
constitute QPBC. We do not expect Section 162(nhefinternal Revenue Code to apply to awards uthdeP010 Plan until the earliest to
occur of our annual shareholders' meeting in 2@18aterial modification of the 2010 Plan or exhiumsbf the share supply under the 2010
Plan. However, QPBC performance criteria may bel ugith respect to performance awards that aremended to constitute QPBC.

In order to constitute QPBC under Secfi6@(m) of the Internal Revenue Code, in additmodrtain other requirements, the relevant
amounts must be payable only upon the attainmepteséstablished, objective performance goalsyseub compensation committee and
linked to stockholder-approved performance critdfiar purposes of the 2010 Plan, one or more ofdi@ving performance criteria will be
used in setting performance goals applicable to QRBd may be used in setting performance goalécapfe to other performance awards:
(i) net earnings (either before or after one oremfrthe following: (A) interest, (B) taxes, (C)meciation, (D) amortization and (E) non-cash
equity-based compensation); (ii) gross or net salegsvenue; (iii) net income (either before oeataxes); (iv) adjusted net income;

(v) operating earnings or profit; (vi) cash flomg¢luding, but not limited to, operating cash flomddree cash flow); (vii) return on assets;

(viii) return on capital; (ix) return on stockholdeequity; (x) total stockholder return; (xi) retwn sales; (xii) gross or net profit or operating
margin; (xiii) costs; (xiv) funds from operatior(gy) expenses; (xvi) working capital; (xvii) eargsper share; (xviii) adjusted earnings per
share; (xix) price per share of common stock; ¢egulatory body approval for commercialization gdraduct; (xxi) implementation or
completion of critical projects; (xxii) market skeaand (xxiii) economic value, any of which mayrbeasured either in absolute terms for us or
any operating unit of the Company or as comparethioincremental increase or decrease or as cothparesults of a peer group or to mau
performance indicators or indices. The 2010 Plan pkrmits the plan administrator to provide fojeobively determinable adjustments to the
applicable performance criteria in setting perfongegoals for QPBC awards.

Certain Transactions. The plan administrator has broad discretioedoitably adjust the provisions of the 2010 Planwall as the
terms and conditions of existing and future awat@grevent the dilution or enlargement of intenedefits and facilitate necessary or
desirable changes in the event of certain trarmaetind events affecting our common stock, suacoek dividends, stock splits, mergers,
acquisitions, consolidations and other corporatedactions. In addition, in the event of certain-neciprocal transactions with our
shareholders known as "equity restructurings,'pla@ administrator will make equitable adjustmentthe 2010 Plan and outstanding awards.
In the event of a change in control of the Comp@sydefined in the 2010 Plan), the surviving ermtityst assume outstanding awards or
substitute economically equivalent awards for smatstanding awards; however, if the surviving gndiéclines to assume or substitute for
some or all outstanding awards, then all such asvaillil vest in full and be deemed exercised (adiegiple) upon the transaction. Individual
award agreements may provide for additional acatddrvesting and payment provisions.

Foreign Participants, Transferability, Reicing and Participant Payments. The plan administrator may modify award terestablisi
subplans and/or adjust other terms and conditibasvards, subject to the share limits describedrapim order to facilitate grants of awards
subject to the laws and/or stock exchange rulesoftries outside of the United States. With limhiexceptions for estate planning, domestic
relations orders, certain beneficiary designatiems the laws of descent and distribution, awardieuthe 2010 Plan are generally non-
transferable prior to vesting and are
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exercisable only by the participant. Subject toliapple limitations of the Internal Revenue Code plan administrator may increase or rec
the applicable price per share of an award;ancel and replace an award with another awsitth regard to tax withholding, exercise price
purchase price obligations arising in connectiothwawards under the 2010 Plan, the plan administraay, in its discretion, accept cash or
check, shares of our common stock that meet spdaifbnditions, a "market sell order" or such ottersideration as it deems suitable.

Plan Amendment and Termination. Our board of directors may amend or terminla¢e2010 Plan at any time; however, except in
connection with certain changes in our capitalcitree, stockholder approval will be required foy @amendment that increases the number of
shares available under the 2010 Plan or cancelstany option or SAR in exchange for cash or aradlseard when the option or SAR price
per share exceeds the fair market value of thenyidg shares. After the tenth anniversary of théedon which we adopt the 2010 Plan, no
automatic annual increases to the 2010 Plan's $hatevill occur and no incentive stock options ynae granted; however, the 2010 Plan does
not have a specified expiration and will otherwgsatinue in effect until terminated by the Company.

2010 Employee Stock Purchase Plan

In September 2010, we adopted, and iol@et2010 our stockholders approved, an employesk gturchase plan, or the ESPP. The
purpose of the ESPP is to assist our employeesgnirgng stock ownership in the Company and to enage our employees to remain
employed with us. The material terms of the ESRRlascribed below. We expect to adopt an initildrofg period under the ESPP after the
effectiveness of this offering that will establigte terms and conditions pursuant to which paidicip in the ESPP will be able to purchase
shares of our common stock, as described belowauecthe initial offering period has not yet beéoped, its terms and conditions are
subject to change prior to its adoption.

Administration. The ESPP is administered by the compensatiomritiee, which has broad authority to construeB8&P and to
make determinations with respect to the terms anditions of each offering period under the ESRW®rds, eligible participants, designated
subsidiaries and other matters pertaining to ptimiaistration.

Common Stock Reserved for Issuance untherESPP. An aggregate of 10,000,000 shares of our comstmek are authorized for
grant under the ESPP. The common stock made alaflatbsale under the ESPP may be unissued shezasury shares or shares reacquired
in private transactions or open market purchasesoinputing the number of shares of common stoaekahle for grant, shares relating to
options which terminate prior to exercise will haable for future grants of options.

Participating Subsidiaries and Sub-plans.The plan administrator may designate certaiounfsubsidiaries as participating subsidia
in the ESPP and may change these designationgifrato time. The following subsidiary has beenigiested to participate in the ESPP for
the initial offering under the ESPP (and thereafitdess changed by the plan administrator): Plukl inited. The plan administrator may
also adopt sub-plans in order to ensure that tinestef the ESPP, as applicable to any non-U.Sidgaating subsidiaries, comply with
applicable foreign laws.

Eligible Employees. Our employees and those of our participatifzsiliaries are generally eligible to participatetia ESPP, though
employees who own 5% or more of the total combimihg power or value of all classes of our stockhe stock of one of our subsidiaries
are not allowed to participate in the ESPP. Unggtieable tax rules, the plan administrator may &sclude certain categories of employees
from participation in the ESPP. For the initialerihg period (and thereafter unless changed bpldreadministrator), we expect that any
employee who has been employed by us
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or a participating subsidiary for less than thlendar days will be excluded from participatinrofferings under the ESPP until the employee
satisfies this thirty-day employment requirement.

Participation. Eligible employees may generally elect to dbntie and apply to the purchase of shares of oomeon stock up to 50%
of their base pay and commissions during an offgpi@riod under the terms of the ESPP (though the atiministrator may set a lower
maximum percentage under the initial or any subsetaffering period). Options granted under the E@Re exercisable on specified exercise
dates only through funds accumulated by an empltdyeeigh payroll deductions made during the appleaffering period, and any such
funds that are not used to purchase shares (d¢therat balance that is sufficient only to purchafeactional share) are returned to participants
within thirty days after the end of the offeringripel. Participants may not accrue the right to pase stock under the ESPP (or any other tax-
qualified stock purchase plan) with a fair markaiue exceeding $25,000 in any calendar year. litiaddwe expect that the plan administr:
will provide for the initial offering period (andh¢reafter unless changed by the plan administrétat)participants may not purchase more than
10,000 shares of our common stock individuallymarre than 2,000,000 shares of our common stodkeirmggregate, during any offering
period. Participation in the ESPP is voluntary.

Offering Periods. Under the ESPP, employees are offered theroptipurchase discounted shares of our common starikg
offering periods designated by the plan administtathe plan administrator may designate varyirfgrofg periods (including offering periods
that overlap). We expect the initial offering periwill commence in either the first or second gerdf 2011, will correspondingly end in the
first or second quarter of 2013 and will be comgutief four purchase periods. Thereafter, we exiettoffering periods under the ESPP
generally will span two years and will be comprisédour semiannual purchase periods, unless oikerdesignated by the plan administrator
in the future. Under the terms of the initial offey period (and thereafter unless changed by tae @iiministrator), if the price of a share of our
common stock declines over the period beginning thie start date of the offering period and endinghe last date of any purchase period
during such offering period, we expect that theoffg period will terminate on the last day of spechichase period with a new offering period
commencing on the next trading day.

Share Purchase. Shares are purchased on the applicable exefaisés), as designated by the plan administrataedch offering
period. We expect that the exercise date(s) fomtitial offering period (and thereafter unless ehad by the plan administrator) will be the last
trading day of each of the four (or fewer) purchpegods occurring during the offering period. Tdpion purchase price will be 85% of the
closing price of our common stock on either thengdate or the exercise date, whichever is lowereported on the New York Stock
Exchange. The grant date generally will be the datevhich the participant's participation in théeoihg period commences. Unless a
participant has previously canceled his or herigggtion in the ESPP, an amount equal to the amonadited to his or her ESPP account will
be used to purchase the maximum number of wholestud our common stock that can be purchased mas#te amount credited to such
participant's account on the exercise date andstty individual and aggregate share limitationdar the applicable offering period
established by the plan administrator. No fractiahares will be issued.

A participant may cancel his or her pédlysteduction authorization no later than fifteemecalar days prior to the end of any offering
period (or later, if permitted by the plan admirasor). Upon cancellation, the participant may e&ther to withdraw all of the funds then
credited to his or her ESPP account and withdraw fthe ESPP or have the balance of his or her ategyplied to the purchase of whole
shares of common stock that can be purchaseddaftlring period in which his or her cancellatisreffective (with any remaining ESPP
account balance returned to the participant).

Termination of Employment and Transferdity. If a participant dies during an offering peritide participant's estate or beneficiary
may elect to use amounts credited to the partitipaccount to
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purchase shares at the end of the relevant offeenigd or may elect to have such amounts retutméte estate or beneficiary. If a
participant's employment is terminated for any o@asther than death during an offering period, ampunts credited to the participant's ESPP
account will be returned to the participant.

Options granted under the ESPP are giyner transferable and are exercisable only eyphrticipant.

Adjustments. In the event of any stock dividend, stock splitmbination or exchange of shares, merger, catan or other
distribution (other than normal cash dividendspof assets to stockholders, or any other changetaff) the shares of our stock or the share
price of our stock, the plan administrator has trdiacretion to equitably adjust awards under t88E to prevent the dilution or enlargement
of benefits under outstanding awards as a resgltidf transaction.

Insufficient Shares. If the total number of shares of common stotkch are to be purchased under outstanding purcigtgs on any
particular date exceed the number of shares thaitelle for issuance under the ESPP, the plan astrator will make a pro rata allocation of
the available shares on a uniform and equitables paisd unless additional shares are authorizedrithd ESPP, no further offering periods
will take place. In this event, excess payroll deghns will be refunded to participants.

Amendment or Termination of the ESPP.The plan administrator has the right to amendpend, or terminate the ESPP at any time
and from time to time to the extent that it deemhgisable. However, absent the approval of our stadders, the plan administrator may not
amend the ESPP (1) to increase the maximum nunfilsraces that may be purchased under the ESPR iordBy manner that would cause
the ESPP to no longer be an "employee stock puegblas™ within the meaning of Code Section 423.ddslterminated earlier by the plan
administrator, the ESPP will terminate automatjcath September 27, 2020. No further offerings teike place once all shares of common
stock available for purchase thereunder have bamhased unless shareholders approve an amendutkatizing new shares under the E<
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides informaties of December 31, 2010 regarding compensatiors plader which our equity securities are
authorized for issuance:

Number of Securities

Remaining
Available
Number of Securities for Future Issuance
to be Issued Upon Weighted Average Under Equity
Exercise of Exercise Price of Compensation

Plan Category Outstanding Options Outstanding Options Plans(2)
Equity compensation plat

approved by stockholders( 19,062,16. $ 11.8¢ 9,243,65!
Equity compensation plans r

approved by stockholde — — —
Total 19,062,16. $ 11.8¢ 9,243,65I

1) Consists of the Demand Media, Inc. 2006 Equity itiwe Plan and the Demand Media, Inc. 2010 Incenfiward Plan.

(2) In August 2010, we adopted the 2010 Incentive AwRleth. The number of securities available for iss@aunder the
2010 Plan is equal to the sum of (i) 15,500,000eshplus (ii) any shares of our common stock sulgeawards under tl
2006 Plan that terminate, expire or lapse for @agon plus (iii) an annual increase in shares effirdt day of each year
beginning in 2011 and ending in 2020. The annuakiase will be equal to the lesser of (A) 6,000 8iéres, (B) 5% of

our common stock outstanding on the last day optiw year or (C) such smaller number of sharemag be determine
by the Board
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

In addition to the director and executdfficer compensation arrangements discussed almoder "Executive Compensation,” the
following is a description of transactions sincauky 1, 2007, to which we have been a party irctvkiie amount involved exceeded or will
exceed $120,000 and in which any of our direcexsgcutive officers, beneficial holders of more t5&f of our capital stock, or entities
affiliated with them, had or will have a directiodirect material interest.

Stockholders' Agreement

We are party to a stockholders' agreemvinth provides that holders of our convertiblefereed stock have the right to demand that we
file a registration statement or request that thle@res be covered by a registration statementvhatre otherwise filing. For a more detailed
description of these registration rights, see "Diption of Capital Stock—Registration Rights." Téi®ckholders' agreement also contains
agreements among the parties with respect to gdoti@h of our directors and restrictions on thedge or transfer of shares, including certain
corporate governance provisions. Each of our cudiactors was nominated and elected pursuatetderms of the stockholders agreement.
The provisions of the stockholders' agreementirgjdab the nomination and election of directord vékminate upon completion of this
offering, and members previously elected to ourth@d directors pursuant to this agreement willtawre to serve as directors until their
successors are duly elected by holders of our camstaxk.

Indemnification Agreements

We have entered, or will enter, into mdemnification agreement with each of our directord officers. The indemnification agreements
and our amended and restated certificate of incatjpm and amended and restated bylaws will requsr® indemnify our directors and
officers to the fullest extent permitted by Delawéaw. See "Management—Indemnification of Directamsl Officers and Limitations on
Liability."

Participation in this Offering

Peter Guber and Robert R. Bennett, mesniieour board of directors, will each purchaseé88,shares of our common stock in this
offering. As of December 15, 2010, Mr. Guber beriafly owned 0.04% of our outstanding common stadsuming conversion of all
outstanding shares of preferred stock) and Mr. B&rdid not beneficially own any of our outstando@wnmon stock. Upon the closing of this
offering, the number of shares beneficially owngdwr. Guber and Mr. Bennett will increase to 90,%Pares and 58,823 shares, respectively,
and their percentage of common stock beneficialmed after this offering will be approximately 0%Iand 0.07%, respectively. In addition,
the number of shares beneficially owned by allaoes and executive officers as a group will inseeto 57,049,554 shares, and the percentage
of common stock beneficially owned after this offigrwill be approximately 66.43%.

Shares Sold and Purchased by Insiders
Issuance of Series D Preferred Stock and Serie-1 Preferred Stock

On September 10, 2007, we issued a 0bthb,666,667 shares of Convertible Series D PrefeBtock, for $6.00 per share, pursuant to a
stock purchase agreement. Purchasers of the $eResferred Stock include Oak Investment Partrvehnich holds more than 5% of our
outstanding capital stock and whose representdneglric W. Harman, is a member of our board odctiors, the Spectrum Funds, which hold
more than 5% of our outstanding capital stock ahdse representative, Victor E. Parker, is a merobeur board of directors, and Goldman
Sachs Investment Partners Master Fund, L.P., diatgffof Goldman, Sachs & Co., the co-lead und@ewfor this offering which
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holds more than 5% of our outstanding capital stowdk whose representative, Gaurav Bhandari, israbmeof our board of directors. In
March 2008, we issued to Goldman, Sachs & Co. 238Bshares of Convertible Series D Preferred S$tocks6.00 per share. Also, in March
2008, we issued to Goldman Sachs Investment Partaster Fund, L.P., which is affiliated with Goldm Sachs & Co., and to Oak
Investment Partners XII, L.P. an aggregate 3,150db@res of Convertible Series D-1 Preferred Stac6.00 per share. The rights,
preferences and privileges of our Series D Pradesteck and Series D-1 Preferred Stock are iddraiazept that shares of SerieslRreferre:
Stock did not have any voting rights. Each shar8asfes D-1 Preferred Stock automatically conveirtemla share of Series D Preferred Stock
in May 2008 following the expiration of the applida waiting period under the Hart-Scott-Rodino Amtt Improvements Act of 1976, as
amended. The following table summarizes the nurob&eries D Preferred Stock and Series D-1 Prafe3teck sold to the above-listed
investors:

Number of Shares of Number of Shares of
Name Series D Preferred Stock Series D-1 Preferred Stock
Oak Investment Partners( 5,000,00! 1,666,66
Spectrum Equity Investors V, L.P.( 833,33 —
Goldman, Sachs & Co.( 7,500,00! 4,166,66

1) Includes 3,333,333 shares of Series D PreferreckS$sued to Oak Investment Partners Xll, L.P. 5)666,667 shares
Series D Preferred Stock issued to Oak Investmarih®rs Xl, L.P. Includes 1,666,667 shares of Sebid Preferred
Stock issued to Oak Investment Partners XII, L.P.

(2) Includes 829,166 shares of Series D Preferred S¢sdled to Spectrum Equity Investors V, L.P. arid4 shares issued
to Spectrum V Investment Managers' Fund, L.P.

3) Includes 7,500,000 shares of Series D PreferreckS$sued to Goldman, Sachs & Co. that are now bgl@oldman
Sachs Investment Partners Master Fund, L.P., dmatfof Goldman, Sachs & Co. Includes 4,166,66ares of Series D-
1 Preferred Stock issued to Goldman Sachs Inves$tAainers Master Fund, L.

Pursuant to our amended and restateificate of incorporation, each share of ConvertiBries D Preferred Stock automatically
converts to common stock on a two-to-one basigestito adjustments for stock splits, dilutive iasaes and similar events, upon the
Company's initial underwritten public offering rétfng in gross proceeds to the Company and/orrggtockholders of not less than
$100 million with a per share offering price to fhablic of not less than $11.553. If shares of Gutible Series D Preferred Stock are
automatically converted into common stock and tierimg price is less than the greater of (i) $T6p@r share of common stock and (ii) the
lesser of (A) $18.00 per share of common stock(8)é&n amount equal to two times the sum of (1)Qbevertible Series D Preferred Stock
original purchase price and (2) the amount of aatttout unpaid Convertible Series D Preferred Stticklends, if any, each share of
Convertible Series D Preferred Stock will be cotegiinto shares of common stock having a valuelgquhe greater of (y) $7.50 per share of
Convertible Series D Preferred Stock, and (z) tbev@rtible Series D Preferred Stock original pusghprice plus accrued and unpaid
Convertible Series D Preferred Stock dividendany; provided further, that if the amount providedlause (y) is greater than the amount
provided in clause (z), the number of the shareonfmon stock received upon conversion will be cediuo the extent necessary, but in no
event to an amount less than the amount providethirse (z), for the Convertible Series D Prefe@autk internal rate of return to be equal to
(but not to exceed) the Convertible Series C PrefeBtock internal rate of return. The current Gotible Series D Preferred Stock conversion
price is $12.00, subject to adjustments providedein. The shares of Convertible Series D PrefeBtedk accrue dividends cumulatively,
whether or not declared, at a rate of 9% per anandhare compounded quarterly on the last day otEMalune, September and
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December. Assuming that the closing of this offgrecurs on January 31, 2011, the initial publfefg price of $17.00 per share would not
result in an increase in the conversion ratio af@onvertible Series D Preferred Stock in accordamith the immediately preceding
adjustment equation.

We have granted stock options to our etree officers and certain of our directors. Fatescription of these options, see the "Executive
Compensation—Grants of Plan-Based Awards in 20dl@fétabove.

Other Transactions

Our Chief Executive Officer served as @teirman of the board of iCrossing, Inc., or iGing, until 2010, which provided
approximately $15,000, $10,000 and $94,000 in margeservices to us during the years ended DeceBthe2009 and 2008 and the nine-
month period ended December 31, 2007, respectizelyr of our shareholders were also investors ins€ing. iCrossing was acquired by the
Hearst Corporation in June 2010.

Messrs. Rosenblatt, Quandt, and Harmarmlhdirectors of The FRS Company, a developerdisttibutor of FRS Health Energy
products and one of our media clients, and Mr. @tiaarves as its non-executive chairman. The FR8p@ay has an agreement under which
it has agreed to pay us advertising fees relatedisgorincipally placed on LIVESTRONG.com. The F&&npany paid approximately
$124,000, $47,000 and $0 in ad sale fees to usgltiie years ended December 31, 2009 and 2008atiefnine month period ended
December 31, 2007, respectively. In addition, TR&SECompany paid approximately $99,000 in ad sals fe us during the nine month period
ended September 30, 2010. In addition, in April@08e entered into a Pluck service agreement whth FRS Company. This agreement
expired in October 2009. Pursuant to this agreenfdére FRS Company paid approximately $27,000 afid0o®d in fees to us during the years
ended December 31, 2009 and 2008, respectiveBugrust 2010, The FRS Company entered into anotireeanent with us under which it |
agreed to pay us approximately $112,728 in adwegtifees for a campaign to place ads on LIVESTRG¥&. from August 17, 2010 to
March 31, 2011. As of September 30, 2010, our vat®é balance due from The FRS Company was $48|0(eptember 2010, we entered
into a Content Channels Agreement with The FRS Gompo deploy our content on The FRS Company's ieefis a flat monthly content
licensing fee of $45,000 payable following the lelumlate of the content channel to the public amdicoing through the first anniversary of
the launch date unless otherwise terminated asdedin the agreement.

In December 2007, we waived our rightderma $350,000 promissory note owed to us by Frchie. in exchange for a one-time
payment of $50,000 due to the risk that Focalex, Would not be able to continue operations andyepe Focalex note. The Focalex note
issued to us as consideration to our transferet#pital stock of Focalex, Inc. to Seed Capithk Principal equityholder of Seed Capital (and
indirectly of Focalex, Inc.) was our Chief Execeti®fficer's brother-in-law.

In March 2008 and in connection with #ogjuisition of Pluck, we issued an unsecured preonysnote on part of the purchase, including
an approximately $899,000 unsecured promissory tedBavid Panos, a former Pluck shareholder, whauisently our Chief Marketing
Officer. The approximately $899,000 unsecured pssory note bore interest at 7% annually, matureldvaas repaid on April 3, 2009.

In December 2008, we entered into a Gur@eder agreement with U.S. Auto Parts Network,,lor U.S. Auto Parts. Oak Investment
Partners XI, L.P., which holds more than 10% of autstanding stock, owns approximately 29% of lA&o Parts' shares. In addition, Fredric
W. Harman, the General Partner of Oak InvestmerthBis and one of our directors, serves on thedbofadirectors of U.S. Auto Parts. Under
the terms of the agreement, we agreed to sell A@8 of automotive-related video content to U.StdARarts for a purchase price of $100,000.
In May 2009, we

181




Table of Contents

amended U.S. Auto Parts' agreement and we agressil tedditional automotive repair videos to U.sitéd\Parts for $35,000, totaling $135,000
in the aggregate.

Jeffrey Quandt, the son of James R. Quahd is one of our directors, is an employee ef@ompany and earned compensation of
approximately $150,000 in 2009, inclusive of sal@gmmissions, value of equity awards and otheefisn On October 26, 2010, Jeffrey
Quandt exercised options to purchase 40,000 sbams common stock at an exercise price of $0&8spare.

In May 2009, we entered into a MasteraRehship Agreement with Mom, Inc., or Modern MaarDelaware corporation that is co-
owned and operated by the wife of our ChairmanG@iief Executive Officer. Under the terms of the kaRRelationship Agreement, we
entered into various services and product agreestfesitich we refer to as the Modern Mom Agreemeimtgxchange for certain services,
promotions and endorsements from Modern Mom. Texhtse Modern Mom Agreements included, but werelinoited to, providing Modern
Mom with dedicated office space, limited resoursest;up and hosting services of our social medpiegtions and a perpetual right to display
certain content on the Modern Mom website. In adexsition of our obligations under the Modern Monrégments, Modern Mom agreed to
provide us with certain promotional and brandiny®es, and $57,000 to acquire certain content fusniThe term of the Master Relationship
Agreement was two years from the effective datée@mspecified otherwise). As of December 31, 20@9received our $57,000 fee, as we
certain promotional and branding services from Moddom.

In September 2009, we entered into a Bedd Advertising Agreement with Modern Mom. Untler terms of the Media and
Advertising Agreement, Modern Mom appointed us agl&tn Mom's nonexclusive sales agent to sell adirggton Modern Mom's website,
www.modernmom.com, in exchange for commissions lepudb% of the related advertisements that we b#lland collect on behalf of
Modern Mom. Through December 31, 2009, there weradvertisements sold by us on behalf of Modern MBhe amount of advertisements
sold by the Company during the nine-month periodieeinSeptember 30, 2010 was not significant.

In March 2010, we agreed to provide Moddiom with 10,000 units of textual articles, todisplayed on the Modern Mom website, for
an aggregate fee of up to $500,000. As of SepteB8Mme2010, approximately three thousand article leeen delivered to Modern Mom and
we have recognized revenue of approximately $144i0@he nine month period ended September 30, 28titheld a receivable balance of
approximately $21,000 at September 30, 2010.

One of our board members, who becameegtdi in April 2010, was the Senior Vice Presidemi General Manager of Omniture, Inc,
which provided approximately $210,000 in online keding services to us during the nine month peeinded September 30, 2010 and no
amount was outstanding as of that date.

Policies and Procedures for Related Party Transaatins

Our board of directors has adopted atevwritelated person transaction policy to set ftréhpolicies and procedures for the review and
approval or ratification of related person trangad. This policy covers any transaction, arrangaroe relationship, or any series of similar
transactions, arrangements or relationships in livivie were or are to be a participant, the amowmlired exceeds $100,000 and a related
person had or will have a direct or indirect matkirterest, including, without limitation, purclessof goods or services by or from the related
person or entities in which the related personshamaterial interest, indebtedness, guaranteeslebtedness or employment by us of a related
person. While the policy covers related party teations in which the amount involved exceeds $10@,the policy states that related party
transactions in which the amount involved excedd0$00 are required to be disclosed in applichligs as required by the Securities Act,
Exchange Act and related rules. Our board of dimsdbas set the $100,000 threshold for approvedlated

182




Table of Contents

party transactions in the policy at an amount lothan that which is required to be disclosed utideiSecurities Act, Exchange Act and rel:
rules because we believe it is appropriate foramdit committee to review transactions or potentehsactions in which the amount involved
exceeds $100,000, as opposed to $120,000.

Pursuant to this policy, our audit comegtwill (i) review the relevant facts and circuarates of each related party transaction, inclu
if the transaction is on terms comparable to thbaecould be obtained in arm's-length dealingd @it unrelated third party and the extent of
the related party's interest in the transactiod, (@htake into account the conflicts of interasid corporate opportunity provisions of our code
of business conduct and ethics. Management willegareto our audit committee each proposed relaey fransaction, including all relevant
facts and circumstances relating thereto, andupilate the audit committee as to any material abaibgany related party transaction. All
related party transactions may only be consumniftad audit committee has approved or ratifiedrstransaction in accordance with the
guidelines set forth in the policy. Certain typésransactions will be pre-approved by our audiheaaittee under the policy. These @pprove!
transactions include: (i) certain compensationrayeanents; (ii) transactions in the ordinary cowfsbusiness where the related party's interest
arises only (a) from his or her position as a doeof another entity that is party to the trangagtand/or (b) from an equity interest of lessn
5% in another entity that is party to the trangactor (c) from a limited partnership interesteds than 5%, subject to certain limitations; and
(iii) transactions in the ordinary course of busm&here the interest of the related party arigkdysfrom the ownership of a class of equity
securities in our company where all holders of stlaks of equity securities will receive the saraediit on a pro rata basis. No director may
participate in the approval of a related party $eation for which he or she is a related party.

All related party transactions describethis section occurred prior to adoption of thidicy, and as such, these transactions were not
subject to the approval and review procedures destabove. However, these transactions were r@demd approved by our board of
directors and some were approved by the audit ctteenior, for those transactions in which one orevad our directors was an interested
party, by a majority of disinterested directors.
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PRINCIPAL AND SELLING STOCKHOLDERS

The following table sets forth certaifoirmation with respect to the beneficial ownerstifipur common stock as of December 15, 2010

for:
. each person, or group of affiliated persons, whdkm@wv beneficially owns more than 5% of our outdiag shares of common
stock;
. each of our director:
. each of our named executive officers;
. all of our current directors and executive officassa group; and

the selling stockholder

Except as indicated by the footnotes\welse believe, based on the information furnishedd, that the persons and entities named |
table below have sole voting and investment powtr respect to all shares of common stock that theneficially own, subject to applicable
community property laws.

Applicable percentage ownership is based7,464,617 shares of common stock outstandibge¢mber 15, 2010, after giving effec
(i) the automatic conversion of all outstandingfere=d stock into an aggregate of 61,672,256 shafresmmon stock immediately prior to the
completion of this offering, and (ii) the issuarade482,546 shares of common stock upon the netiesesof common stock warrants and a
convertible preferred stock warrant, that wouldeottise expire upon the completion of this offerbsed upon the initial public offering price
of $17.00 per share. For purposes of the tabledhel@ have assumed that 81,964,617 shares of coratnok will be outstanding upon
completion of this offering. In computing the numioé shares of common stock beneficially owned Ipeeson and the percentage ownership
of that person, we deemed to be outstanding ateshaf common stock subject to options held by pleason or entity that are currently
exercisable or exercisable within 60 days of Decanilh, 2010. We did not deem these shares outstgrithwever, for the purpose of
computing the percentage ownership of any othesquer

Unless otherwise indicated, the addrésmoh beneficial owner listed in the table belsw/o Demand Media, Inc., 1299 Ocean Avenue,
Suite 500, Santa Monica, California 90401.

Shares
Beneficially Shares Percentage of Shares
Owned(1) Beneficially Owned(1) Beneficially Owned
After the
Shares After the Offering
Subject To Offering (Option to
(Option to Purchase
Option to Purchase Additional
Purchase Additional
Prior to Shares  Additional After Shares Prior to After Shares
the Being the Exercised the the Exercised
Offering Offered Shares Offering in Full)** Offering  Offering in Full)**
Greater
Than 5%
Stockholde
and Selling
Stockholde
Entities
affiliated
with Oak
Investment
Partners(2 22,435,31 — — 22,435,31 22,435,31 28.9¢% 27.31% 27.15%
Entities
affiliated
with
Spectrum
Equity(3) 15,391,89 1,338,42. 200,76: 14,053,46 13,852,70 19.81% 17.1:% 16.7¢%
Entities
affiliated
with W
Capital

Partners(4 7,647,11' 413,04. 61,957 7,234,071 7,172,11! 9.87% 8.8"% 8.6¢%
Goldman



Sachs
Investment
Partners
Master

Fund, L.P.
(5) 5,833,33 — — 5,833,33' 5,833,330 7.5% 7.12% 7.0%
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Entities
affiliated with
Generation
Partners(6

Directors and
Named
Executive
Officers:

Richard M.
Rosenblatt(7

Charles S
Hilliard(8)

Joanne K
Bradford(9)

David E. Panos
(10)

Larry D.
Fitzgibbon
(11)

Fredric W.
Harman(12
Victor E. Parke

(13)

Gaurav
Bhandari(14

John A.
Hawkins(15)

James R.
Quandt(16’

Peter Guber(1
(18)

Joshua G. Jam
(19)

Robert R.
Bennett(18

Directors and
Executive
Officers as a
Group
(16 persons)
(18)(20)

Other Selling
Stockholders

Brett Brewet

Byron W. Rees
(21)

Capital Sport &
Entertainmen
(22)

Clifford J.
Monlux

Courtney S
Montpas(23’

Domain

Shares
Beneficially Shares Percentage of Shares
Owned(1) Beneficially Owned(1) Beneficially Owned
After the
Offering
Shares After the (Option to
Subject Ta Offering
(Option to Purchase
Option to Purchase Additional
Purchase Additional
Prior to Shares  Additional After Shares Prior to After Shares
the Being the Exercised the the Exercised
Offering Offered Shares Offering in Full)** Offering Offering in Ful)**
4,000,00! — — 4,000,000 4,000,000 5.16% 4.8¢% 4.84%
6,781,05 664,98. 99,747 6,116,071 6,016,32! 8.54% 7.2%% 7.11%
1,483,89. 145,89( 21,88: 1,338,00. 1,316,122 1.9(% 1.62% 1.58%
250,00( — — 250,00( 250,00( * * *
129,06¢ 11,897 1,784 117,17 115,39( * * *
328,19¢ 31,440 4,71¢ 296,75¢ 292,04: * * *
22,435,31 — — 22,435,31 22,435,31 28.9¢% 27.3%% 27.1%
15,391,89 1,338,42. 200,76« 14,053,46 13,852,70 19.89% 17.1%% 16.7¢%
5,833,33. — — 5,833,33° 5,833,330 7.5% 7.12% 7.06%
4,000,00! — — 4,000,000 4,000,000 5.16% 4.8¢% 4.84%
51,041 — — 51,04: 51,04 * * *
32,10z — — 32,10 32,10: * * *
42,10 — — 42,10: 42,10: * * *
59,388,05 2,456,14! 368,42: 56,931,90 56,563,48 72.98¢% 66.3(% 65.3t%
26,66¢ 4,30¢ 64€ 22,35] 21,71 * * *
136,64° 10,64« 1,597 126,001 124,40¢ * * *
27,57 15,15¢ 2,272 12,42( 10,14¢ * * *
8,201 1,32¢ 19¢ 6,881 6,68: * * *
349,99¢ 34,537 5,18( 315,46¢ 310,28t * * *



Holdings(24)

Echo Capital
Growth Corp
(25)

Florence
Stahura 2007
Grantor
Retained
Annuity Trust
(26)

Harvest Growtt
Capital LLC
(27)

James
Johanningsm
(28)

James L. Beaw
2007 Grantor
Retained
Annuity Trust
(29)

Jay B. Langne

Jeffrey & Jill
Herzog
Revocable
Trust(30)

Jim Beavel

Joe Gorug

Joey Perez(31

748,00(

126,75(

531,24¢

173,33«

92,44

568,75(
26,66¢

26,66¢
1,078,56
44,75¢
502,47(

120,90¢

20,48

85,86¢

28,01¢

5,657

91,93(
4,30¢

4,30¢
174,33¢
7,23:
49,46¢

18,13¢

3,07z

12,88(

4,20:

84¢

13,78¢
64¢€

64¢€
26,15
1,08t
7,42C

627,09

106,26:

445,38

145,31¢

86,79(

476,82(
22,35:

22,351
904,23:
37,52
453,00
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608,96:

103,19:

432,50:

141,11¢

85,94:

463,03:
21,71

21,71
878,08(
36,431
445,58
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* *
* *
* *
* *
* *
* *
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John L. Kane
(32)

Kelsie W.
Greeat

Lance
Armstrong
Foundation
(33)

Martin S.
Garthwaite

Mary C.
Beaver 2007
Grantor
Retained
Annuity
Trust(34)

Matthew P.
Polesetsky
(35)

Michael L.
Blend(36)

Mike Heathel

Paul A.
Stahura 200
Grantor
Retained
Annuity
Trust(37)

Robert Verratt

Rosenblat
Family Trust
(38)

Russell Moore

Shawn J. Colc
(39)

St.Cloud
Capital
Partners LP
(40)

Stahura Famil
Revocable
Trust(41)

Steven Kyd
(42)

TomBar LLC
(43)

William H.
Ballard(44)

WRW
Investments
(45)

All other
selling
stockholders
as a group
(46)

Shares
Beneficially Shares Percentage of Shares
Owned(1) Beneficially Owned(1) Beneficially Owned
After the After the
Shares Offering Offering
Subject To (Option to (Option to
Purchase Purchase
Option to Additional Additional
Prior to Shares Purchase After Shares Prior to After Shares
the Being Additional the Exercised the the Exercised
Offering Offered Shares Offering in Full)** Offering  Offering  _in Full)**
237,18. 38,33t 5,751 198,84¢ 193,09: * * *
24,51t 3,961 594 20,55¢ 19,96( * * *
183,820 159,84t 23,97 23,97 0 * * *
10,48: 1,69: 254 8,79( 8,53¢ * * *
568,75( 91,93( 13,78¢ 476,82( 463,03: * * *
63,85 8,152 1,22: 55,701 54,47¢ * * *
1,079,56. 107,48¢ 16,12 972,07¢ 95595 1.3% 1.1&% 1.1%%
25,07¢ 4,052 60¢ 21,027 20,41¢ * * *
531,24¢ 85,86¢ 12,88( 445,38. 432,50
28,93¢ 4,67¢ 70z 24,26 23,56(
26,66¢ 4,30¢ 64¢€ 22,35 21,711
13,33 2,15¢ 32: 11,17¢ 10,85¢
1,486,63 147,88: 22,18: 1,338,75 1,316,57. 1.92% 1.6%% 1.5%
66,66¢ 10,77 1,61¢€ 55,89: 54,27¢ * * *
1,945,79' 314,51« 47,17¢ 1,631,28' 1,584,100 2.51% 1.9% 1.92%
407,47(  40,27¢ 6,04: 367,19. 361,14¢ * * *
26,66¢ 4,30¢ 64¢€ 22,357 21,711 * * *
114,24. 10,51 1,577 103,72¢ 102,15: * * *
93,33 9,78: 1,467 83,55( 82,08: * * *
774,227 85,34( 12,80 688,887 676,08¢ * * *




*%

1)

@

Represents beneficial ownership of less than

If the underwriters do not exercise their optioptochase additional shares in full, then the sharde sold by each selling stockhol
will be reduced pro rata according to the portibthe option to purchase additional shares thabtexercised.

Shares shown in the table above include sharesiéié beneficial owner's name or jointly with ets, or in the name of a bank,
nominee or trustee for the beneficial owner's antou

Includes (i) 7,693,877 shares held by Oak InvestrRantners XlI, Limited Partnership and (ii) 14,668 shares and 76,304 shares
issuable upon the net exercise of a warrant thatdwatherwise expire upon the completion of thieohg, based upon the initial pub
offering price of $17.00 per share, held by Oakebtment Partners X, Limited Partnership. Mr. Hampane of our directors, is a
Managing Member of Oak Associates Xl, LLC and ok@a&sociates Xll, LLC. Mr. Harman is the GeneraftRar of Oak Investment
Partners XI, Limited Partnership and of Oak InvestirPartners XlI, Limited Partnership. Mr. Harmas Ishared power to vote and
dispose of the shares held by Oak Investment RarleL.P. and Oak Investment Partners XII, L.lReThames of the parties who st
power to vote and dispose of the shares held byl@eastment Partners Xl, L.P. with Mr. Harman aenBel L. Carano, Ann H.
Lamont, Edward F. Glassmeyer and Gerald R. Gallagttleof whom are Managing Members of Oak Ass@sat
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@)

(4)

(5)

(6)

(7)

Xl, LLC, the General Partner of Oak Investment Fens XI, L.P. The names of the parties who shaveepto vote and dispose of the
shares held by Oak Investment Partners XllI, L. Wir. Harman are Bandel L. Carano, Ann H. Lam&uward F. Glassmeyer,
Gerald R. Gallagher, Grace A. Ames, Iftikar A. Atdrend Warren B. Riley, all of whom are Managing Mxems of Oak

Associates XllI, LLC, the General Partner of Oakestyent Partners Il, L.P. Each of the above listdividuals disclaims beneficial
ownership of the shares held by such partnersbigept to the extent of their individual pecuniargrest therein. The address of the
entities and Mr. Harman is 525 University Avenuts 300, Palo Alto, CA 94301.

Includes (i) 15,314,934 shares held by SpectrunitiEtvestors V, L.P. ("SEI V"), the general pantred which is Spectrum Equity
Associates V, L.P., the general partner of whicBE V Management, LLC, over which Brion B. Applégawilliam P. Collatos,

Kevin J. Maroni, Randy J. Henderson, Michael J.i&ly, Victor E. Parker and Christopher T. Mitchetkercise voting and dispositive
power and (ii) 76,959 shares held by Spectrum \éstment Managers' Fund, L.P. ("IMF V," and togethigh SEI V, the "Spectrum
Funds"), the general partner of which is SEA V Mgeraent, LLC, over which Brion B. Applegate, Willigen Collatos, Kevin J.

Maroni, Randy J. Henderson, Michael J. KennealgtofiE. Parker and Christopher T. Mitchell exeraieng and dispositive power.
Each of the controlling entities, individual gerlgrartners and managing directors of the Spectrumd§, as the case may be, including
Mr. Parker who is a managing director of the gelngsetner of the general partner of SEI V and a agamg director of the general
partner of IMF V, and serves on our board of dwextBrion B. Applegate, William P. Collatos, KevinMaroni, Randy J. Henderson,
Michael J. Kennealy, Victor E. Parker and Christph. Mitchell disclaims beneficial ownership oéfe shares except to the extent of
any pecuniary interest therein. The principal besinaddress of each of the Spectrum Funds is 3@8léfield Road, Suite 200, Menlo
Park, CA 94025.

Includes (i) 1,668,868 shares held by W Capitatrieas Orchid, L.P. and (ii) 5,978,251 shares hglthbCapital Partners II, L.P. The
sole general partner of W Capital Partners Il, laftd W Capital Partners Orchid, L.P. is WCP GR.P. and the sole general partne
WCP GP Il, L.P.is WCP GP IlI, LLC. The managing nters of WCP GP Il, LLC exercise voting and investirower over securities
held by W Capital Partners II, L.P. and W CapitaftRers Orchid, L.P. The managing members of WCRIAR.C are Robert
Migliorino, David Wachter and Stephen Wertheimacte of whom disclaims beneficial ownership of teewities held by W Capital
Partners Il, L.P. and W Capital Partners Orchi®,. | except to the extent of any pecuniary intatestein. The address of these entities
is 1 East 529 Street, Fifth Floor, New York, NY 10022.

These shares are beneficially owned by GoldmansSlastestment Partners Master Fund, L.P., a furitiea#d with The Goldmal

Sachs Group, Inc. (the "Goldman Fund"). Wholly od/sebsidiaries of The Goldman Sachs Group, Incthergeneral partner and the
investment manager of the Goldman Fund. The Gold&sms Group, Inc. disclaims beneficial ownersliifhe common units owned
by the Goldman Fund, except to the extent of itsip&ry interest therein, if any. This does notude any securities, if any,
beneficially owned by any operating units of Thddboan Sachs Group, Inc., its subsidiaries or af# whose ownership of securities
is disaggregated from the Goldman Fund in accomlarith positions taken by the Securities and Exgea@ommission and its staff.
The address for The Goldman Sachs Group, Inc.0s/26st Street, New York, NY 10282.

Includes 3,965,954 shares held by Generation Gagataners Il LP ("GCP") and 34,046 shares hel@kyeration Members' Fund I
("GMF," and together with GCP, the "Generation FaihdMr. Hawkins, one of our directors, is ManagiPartner and co-founder of
Generation Partners and has shared power to vdtdigpose of the shares held by the Generationg:Urtese shares may be deemed
to be beneficially owned by the Mr. Hawkins and @eneration Funds. Each of Mr. Hawkins and the Geioe Funds disclaims
beneficial ownership of these shares except textent of any pecuniary interest therein. The agkifer Mr. Hawkins is One Maritime
Plaza, Ste 1555, San Francisco, CA 94111 and iresslfor the Generation Funds is One Greenwicit®ffark, Greenwich, CT
06831.

Includes 460,267 shares held by the Rosenblatt @0@rtor Retained Annuity Trust dated July 12, 200@ludes 977,307 shares
subject to options that are exercisable within &@sdof December 15, 2010. Also includes 1,000,0@0es of restricted stock and
1,000,000 shares that are subject to options #sitfellowing the consummation of an initial pulditfering if the average daily closing
price of our common stock equals or exceeds cettta@sholds set forth in the restricted stock pasehagreement and option agreement
during any 30 calendar-day period prior to therlatehe 13month anniversary of our initial public offeringadune 1, 2013, so long

Mr. Rosenblatt remains an employee of ours thraugih vesting date.
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(8)

(9)
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(11)

(12)

(13)

(14)

(15)

(16)

(17)

(18)

(19)

(20)

(21)

Includes 45,580 shares subject to vesting andha eigrepurchase in our favor upon Mr. Hilliardesesation of service prior to vesting,
and 196,394 shares subject to options that areisaéie within 60 days of December 15, 2010. Afsdudes 375,000 shares that are
subject to options that vest following the consurtiomeof an initial public offering if the averagaity closing price of our common
stock equals or exceeds certain thresholds sét ifothe option agreement during any 30 calendsrpetsiod prior to the later of the 13-
month anniversary of our initial public offeringcadune 1, 2013, so long as Mr. Hilliard remaingamloyee of ours through such
vesting date.

Includes 50,000 shares subject to options thagxeecisable within 60 days of December 15, 2(
Includes 129,065 shares subject to options thatxeecisable within 60 days of December 15, 2|
Includes 158,199 shares subject to options thagxeecisable within 60 days of December 15, 2010.

Includes 22,435,317 shares held by entities a#fitlavith Oak Investment Partners as describeddinfiie (2) above. Mr. Harman, one
of our directors, is a Managing Member of Oak Assias XI, LLC and of Oak Associates XIlI, LLC. Mraknan disclaims any
beneficial ownership of these shares except t@titent of his pecuniary interest therein, if angeTaddress for Mr. Harman is 525
University Avenue, Ste 1300, Palo Alto, CA 94301.

Includes 15,391,893 shares held by entities a#itlavith Spectrum Equity as described in footn8)eapove. Mr. Parker, one of @
directors, is a managing director of the generdinea of the general partner of SEI V and a maradirector of the general partner of
IMF V. Mr. Parker is also a limited partner of theneral partner of SEI V and a limited partnerMFIV. Mr. Parker disclaims any
beneficial ownership of these shares except t@xitent of his pecuniary interest therein, if angeTaddress for Mr. Parker is 333
Middlefield Road, Suite 200, Menlo Park, CA 94025.

Includes 5,833,333 shares beneficially owned byGhkiman Fund as described in footnote (5) abowe B¥landari, one of our
directors, is a Managing Director of Goldman, Sa&iSo. Mr. Bhandari disclaims any beneficial owriepsof these shares except to
the extent of his pecuniary interest therein, if.arhe address for Mr. Bhandari is 200 West Stidety York, NY 10282.

Includes 4,000,000 shares held by entities affilatith Generation Partners as described in foet(@tabove. Mr. Hawkins, one of ¢
directors, is Managing Partner andfoonder of Generation Partners. Mr. Hawkins disokabeneficial ownership of these shares e;
to the extent of his pecuniary interest thereimn§. The address for Mr. Hawkins is One MaritintezB, Ste 1555, San Francisco, CA
94111.

Includes 24,375 shares subject to options thagxeecisable within 60 days of December 15, 2(

Includes 22,727 shares held by the Guber FamilgtTand 9,375 shares subject to options that aneisable within 60 days of
December 15, 2010. On December 30, 2010, Mr. Gabguired an additional 37,500 shares in a privatesaction.

Mr. Guber and Mr. Bennett will each purchase 58 82&es of our common stock in this offering arelrthmber of shares beneficia
owned and the percentage of common stock bendjiciained after the offering will differ from thaesforth in the table above. Upon
the closing of this offering, the number of shasereficially owned by Mr. Guber and Mr. Bennettlwitrease to 90,925 shares and
58,823 shares, respectively, and their percenthgenomon stock beneficially owned after this offeyiwill be approximately 0.11%
and 0.07%, respectively. In addition, the numbestafres beneficially owned by all directors andcetige officers as a group will
increase to 57,049,554 shares, and the percentagenmon stock beneficially owned after this offegriwill be approximately 66.43%.

Includes 32,727 shares held by Cocolalla, LLC, bfclh Mr. James is the Managing Member, and 9,3&5eshsubject to options tt
are exercisable within 60 days of December 15, 2010

Includes an aggregate of 1,963,506 shares subjegtions that are exercisable within 60 days afddeber 15, 2010 that are held by
our directors and officers as a group and an agdesgf 1,625,000 shares that are subject to opliettsby certain of our officers that

vest following the consummation of an initial pubdiffering if the average daily closing price off@@mmon stock equals or exceeds
certain thresholds set forth in the option agredamduaring any 30 calendar-day period prior to tter of the 13-month anniversary of
our initial public offering and June 1, 2013, sadaas such officers remain employees of ours thraugh vesting date.

Includes 134,374 shares subject to options thatxeecisable within 60 days of December 15, 2010.Réese currently serves as our
Executive Vice President, Innovation.

188




Table of Contents

(22)

(23)

(24)

(25)

(26)

(27)

(28)

(29)

(30)

(31)

(32)

(33)

(34)

Includes 27,573 shares issuable upon the net sgenia warrant that would otherwise expire up@abmpletion of this offering,
based upon the initial public offering price of $10 per share. William Stapleton and Barton Knaargsthe Managers of Capital
Sports & Entertainment LLC and may be deemed toeshating and investment power over the shares dvyeCapital Sports &
Entertainment LLC. Mr. Stapleton and Mr. Knaggstisn any beneficial ownership of these shares gidcethe extent of their
pecuniary interests therein, if any. Capital Sp&rt&ntertainment LLC is a party to an Endorsemertt Spokesman Agreement with us
under which Lance Armstrong provides certain s@wviand endorsement rights to us. The address aaC3ports &

Entertainment LLC is 98 San Jacinto, Ste. 430, idaustX 78701.

Includes 31,249 shares subject to options thagxeecisable within 60 days of December 15, 2010. Msntpas currently serves as t
Executive Vice President, People Operations.

Gregg McNair is a director of Domain Holdings andynibe deemed to have voting and investment powartbe shares held |
Domain Holdings. Mr. McNair disclaims any beneflaanership of these shares except to the extehisgbecuniary interest therein
any. The address of Domain Holdings is 128 CrumRaad, Grey Lynn, Auckland, New Zealand 1002.

Paul J. Hill is the sole director of Echo Capitab®th Corp. and may be deemed to have voting avesiment power over the sha
owned by Echo Capital Growth Corp. Mr. Hill disctes any beneficial ownership of these shares exodpe extent of his pecuniary
interest therein, if any. The address for Echo @h@rowth Corp. is 2000-1874 Scarth St., ReginaS3R 4B3, Canada.

Florence Stahura is the trustee of the Florenceussa2007 Grantor Retained Annuity Trust and magldmmed to share voting a
investment power over the shares owned by the fder&tahura 2007 Grantor Retained Annuity Trust. $4ghura disclaims any
beneficial ownership of these shares except te@titent of her pecuniary interests therein, if arfye address for the Florence Stahura
2007 Grantor Retained Annuity Trust is c/o Perkuse LLP, 1201 39 Avenue, Suite 4800, Seattle, WA 98101.

Eric Garcia is the Managing Partner at Harvest Gnd@apital LLC and may be deemed to have votingianestment power over tt
shares owned by Harvest Growth Capital LLC. Mr.¢&adisclaims any beneficial ownership of theseahaxtent to the extent of his
pecuniary interest therein, if any. The addresdHfarvest Growth Capital LLC is 600 Montgomery Swijte 2000, San Francisco, CA
94111.

Includes 24,393 shares subject to options thagxeecisable within 60 days of December 15, 201@e¥aJohanningsmeier curren
serves as our Director of Internet Systems.

James L. Beaver is the trustee of the James L 807 Grantor Retained Annuity Trust. Mr. Beaveay be deemed to have voti
and investment power over the shares owned byatimes L .Beaver 2007 Grantor Retained Annuity TiMst.Beaver disclaims any
beneficial ownership of these shares except t@xitent of his pecuniary interest therein, if angeTaddress for the James L. Beaver

2007 Grantor Retained Annuity Trust is 8027 358wve. NE, Redmond, WA 98053.

Jeffrey and Jill Herzog are the trustees of th&ee® Jill Herzog Revocable Trust. These indivibumay be deemed to share vot
and investment power over the shares owned byetffiey & Jill Herzog Revocable Trust. Mr. and Mkerzog disclaim any beneficial
ownership of these shares except to the extemiedf pecuniary interests therein, if any. The addffer the Jeffrey & Jill Herzog
Revocable Trust is 21297 110 Way, Scottsdale, AZ585

Includes 69,137 shares subject to options thagxeecisable within 60 days of December 15, 2010.Mérez currently serves as
Executive Vice President, Products.

John L. Kane formerly served as our Executive \Recesident

Includes 183,823 shares issuable upon the netisgarta warrant that would otherwise expire ugwdompletion of this offering
based upon the initial public offering price of $10 per share. The Lance Armstrong Foundatiorparty to a license agreement with
us under which the Lance Armstrong Foundation grasta perpetual, worldwide, exclusive licensesethe LIVESTRONG.com
brand, trademark and certain website names assddtarewith, including LIVESTRONG.com.

Mary C. Beaver is the trustee of the Mary C. Be&@7 Grantor Retained Annuity Trust. Ms. Beavey ina deemed to have voting
and investment power over the shares owned by g K. Beaver 2007 Grantor Retained Annuity Trivis. Beaver disclaims any
beneficial ownership of these shares except t@xitent of her pecuniary interest therein, if anlye Bddress for the Mary C. Beaver

2007 Grantor Retained Annuity Trust is 8027 $58wve. NE, Redmond, WA 98053.

189




Table of Contents

(35)

(36)

(37)

(38)

(39)

(40)
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(42)

(43)

(44)

(45)

(46)

Includes 48,853 shares subject to options thagxeeecisable within 60 days of December 15, 2010.Adtesetsky currently serves as
our Executive Vice President and General Counsel.

Includes 738,137 shares held by the Michael Lolén@ Revocable Trust and 50,000 shares held bipdme Jacob Oakes Blend Trust
of 2009. Includes 291,426 shares subject to optioatsare exercisable within 60 days of Decembef030. Also includes 250,000
shares that are subject to options that vest fatiguhe consummation of an initial public offerifighe average daily closing price of
our common stock equals or exceeds certain thréstseit forth in the option agreement during angaéléndar-day period prior to the
later of the 13-month anniversary of our initiabfia offering and June 1, 2013, so long as Mr. Bleemains an employee of ours
through such vesting date.

Paul A. Stahura is the trustee of the Paul A. 38®R007 Grantor Retained Annuity Trust and maydsntked to have voting and
investment power over the shares owned by the Rastahura 2007 Grantor Retained Annuity Trust. $tahura disclaims any
beneficial ownership of these shares except t@xitent of his pecuniary interest therein, if any. Btahura formerly served as our
employee and director. The address for the PaGitéhura 2007 Grantor Retained Annuity Trust isReéckins Coie LLP, 12019
Avenue, Suite 4800, Seattle, WA 98101.

Martin Rosenblatt and Jane Rosenblatt are thesagif the Rosenblatt Family Trust and may be ddemshare voting and investm
power over the shares owned by the Rosenblatt Famiist. Mr. Rosenblatt and Ms. Rosenblatt disclaimy beneficial ownership of
these shares except to the extent of their peguimterests therein, if any. The address for thedRblatt Family Trust is 23909 Berdon
St., Woodland Hills, CA 91367.

Includes 140,762 shares held by the Shawn J. CatGr Retained Annuity Trust, dated 9/12/08, 38,dffares held by the Colo a
O'Neil Revocable Trust, dated 9/12/08 and 140, Hé2es held by the Deirdre A. O'Neil Grantor RetdiA@anuity Trust, dated 9/12/08.
Includes 69,137 shares subject to options thagxeecisable within 60 days of December 15, 2010.

Marshall Geller, Robert Lautz, Kacy Rozelle and arin Horn are the Managing Members of St. Clougi@aPartners, LP and m:
be deemed to share voting and investment powertbeeshares held by St. Cloud Capital PartnersMiPGeller, Mr. Lautz,

Mr. Rozelle and Mr. Horn disclaim any beneficialrmmvship of these shares except to the extent ofgbeuniary interests therein, if
any. The address of St. Cloud Capital Partnerdgsl1®866 Wilshire Blvd., Suite 1450, Los Angeleg, 90024,

Paul A. Stahura and Florence Stahura are the ésistethe Stahura Revocable Family Trust and majekened to share voting and
investment power over the shares owned by the &tdfamily Revocable Trust. Mr. Stahura and Ms. &taldisclaim any beneficial
ownership of these shares except to the exteieaf pecuniary interests therein, if any. Mr. Stahiormerly served as our employee
and director. The address for the Stahura FamilyoBable Trust is c/o Perkins Coie LLP, 120 Avenue, Suite 4800, Seattle, WA
98101.

Includes 46,220 shares subject to options thagxeeecisable within 60 days of December 15, 2010.Kydd currently serves as o
Executive Vice President, Studios.

Thomas Israel and Barry Gray are the Managing MesntieTomBar LLC and may be deemed to have votirdjiavestment power
over the shares held by TomBar LLC. Mr. Israel &rdGray disclaim any beneficial ownership of thebares except to the extent of
their pecuniary interests therein, if any. The agdrfor TomBar LLC is c/o A.C. Israel Enterprises.) 12 E. 49" St., 27" Floor, New
York, NY 10017.

Includes 114,242 shares subject to options thagxeecisable within 60 days of December 15, 2010.Ballard currently serves as our
Executive Vice President, Technology & Engineering.

Holden Woodward, William Woodward, Dillon Woodwaadd Tristen Woodward are the beneficiaries of WRW&stments LP and
may be deemed to share voting and investment povesrthe shares held by WRW Investments LP. Thedigiduals disclaim any
beneficial ownership of these shares except textent of their pecuniary interest therein, if afie address for WRW Investments
is 225 Arizona St., Santa Monica, CA 90401.

Includes all other selling stockholders, who in #ygregate beneficially own less than 1% of our mam stock.
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DESCRIPTION OF CAPITAL STOCK
General

Upon the completion of this offering, @mended and restated certificate of incorporatidirauthorize us to issue up to 500,000,000
shares of common stock, $0.0001 par value per shheefollowing information reflects a 1-f@&+everse stock split of our common stock a
corresponding adjustment to the conversion pricalajutstanding convertible preferred stock whidgds effected on January 21, 2011, the
filing of our amended and restated certificatenairporation, the conversion of all outstandingsbaf our preferred stock into 61,672,256
shares of common stock immediately prior to the gletion of this offering, the issuance of 482 ,54éres of common stock upon the net
exercise of warrants that expire upon the compietitthis offering based upon the initial publidesfng price of $17.00 per share as if such
events had already occurred as of the date ohfoenation provided.

As of December 15, 2010, there were antiihg:

. 77,464,617 shares of common stock held by apprdrig;n8@00 stockholder:

. 19,145,622 shares of common stock issuable uparisgef outstanding stock options;

. 12,500 restricted stock units granted on Octobe@70; and

. 3h7_5,0f(]20 _shares of common stock issuable upon eeeofia common stock warrant that does not expios the completion ¢
this offering.

All of our issued and outstanding shafesommon stock and preferred stock are duly aighdy validly issued, fully paid and non-
assessable. Our shares of common stock are nameadide and, following the closing of this offerimgll not have preemptive rights.

The following description of our capitbck and provisions of our amended and restateificate of incorporation and amended and
restated bylaws to be adopted prior to the closirthis offering are summaries and are qualifieddfgrence to the amended and restated
certificate of incorporation and the amended astated bylaws that will be in effect upon completas this offering. Copies of these
documents will be filed with the SEC as exhibitoto registration statement, of which this prospedorms a part. The descriptions of the
common stock and preferred stock reflect changesit@apital structure that will occur upon thesihy of this offering.

Common Stock
Dividend Rights

Subject to preferences that may be apiplécto any then outstanding preferred stock, lisldeour common stock are entitled to receive
dividends, if any, as may be declared from tim#n by our board of directors out of legally ashie funds. We have never declared or paid
dividends on any of our common stock and curredidiynot anticipate paying any cash dividends afteraffering or in the foreseeable future.

Voting Rights

Each holder of our common stock is egtiilo one vote for each share on all matters stdxaniov a vote of the stockholders, including
election of directors. Our stockholders do not haweulative voting rights in the election of direxs. Accordingly, holders of a majority of t
voting shares are able to elect all of the dirextor
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Liquidation

In the event of our liquidation, dissadumt or winding up, holders of our common stock Wil entitled to share ratably in the net assets
legally available for distribution to stockholdexfter the payment of all of our debts and othdyilies and the satisfaction of any liquidation
preference granted to the holders of any then andétg shares of preferred stock.

Rights and Preference

Holders of our common stock have no pgtéra, conversion, subscription or other rightg] #imere are no redemption or sinking fund
provisions applicable to our common stock. Thetsghreferences and privileges of the holders ofcommon stock are subject to and may be
adversely affected by, the rights of the holdershafres of any series of our preferred stock tleatnay designate in the future.

Preferred Stock

Upon the completion of this offering, dagard of directors will have the authority, withdurther action by our stockholders, to issue up
to 25,000,000 shares of preferred stock in oneareraeries and to fix the rights, preferences,ilpges and restrictions thereof. These rights,
preferences and privileges could include dividegtts, conversion rights, voting rights, terms efiemption, liquidation preferences, sinking
fund terms and the number of shares constitutirygsanies or the designation of such series, amjl @f which may be greater than the rights
of common stock. The issuance of our preferredkstoald adversely affect the voting power of hotdef common stock and the likelihood
that such holders will receive dividend paymentd payments upon liquidation. In addition, the isgeof preferred stock could have the
effect of delaying, deferring or preventing a chaod control of our company or other corporateactiJpon completion of this offering, no
shares of preferred stock will be outstanding, @echave no present plan to issue any shares afrpeefstock.

Warrants

The following table shows the outstandivagrants to purchase shares of our common stook@scember 15, 2010. These warrants
may be exercised at any time prior to their respedermination dates.

Class of Stock

Subject to Shares Subject tc

Name of Holder Warrant Date of Issuance Warrant Exercise Price
Lance Armstrong Common Stocl January 15, 200 531,25( $ 12.00/shar
Lance Armstrong Foundatic Common Stocl January 15, 200 625,00( 12.00/shar
Capital Sports & Entertainment, LL Common Stocl January 15, 200 93,75( 12.00/shar
Tatum, LLC Common Stocl October 4, 200 3,431 0.62/shar
Oak Investment Partners XI, Limited

Partnershiy Common Stocl December 31, 200 116,86: 5.90/shar
Bobbi Brown Common Stocl November 20, 200 3,75( 12.00/shar
Tyra Banks Common Stocl June 25, 201 375,00( 12.00/shar
InfoSearch Media, Inc Series C October 4, 200 125,00( 3.851/shar

The warrants issued to Lance Armstrohg,Ltance Armstrong Foundation and Capital SporEngertainment, LLC terminate upon the
earliest of January 15, 2018, the closing dateuofratial public offering or the closing of a chgaof control (as defined therein). The warrant
issued to Tatum, LLC terminates upon the earlieSaiober 4, 2011, the closing date of our inigablic offering or the closing of a change of
control (as defined therein); provided, howeveat the expiration dates of the closing date ofinitial public offering or the closing of a

change of control
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(as defined therein) do not apply to unvested shdiiee warrant issued to Oak Investment PartneriKlited Partnership terminates upon the
earliest of August 18, 2011, the closing date dfinitial public offering or the closing of a chamgf control (as defined therein). The warrant
issued to Bobbi Brown terminates upon the earbédtovember 20, 2018, the closing date of ourahiublic offering or the closing of a
change of control (as defined therein). The warigsued to Tyra Banks terminates upon the earfi@uoe 30, 2014 or a change of control (as
defined therein). The warrant issued to InfoSe&ieldia, Inc. terminates upon the earliest of Octehe011, the closing date of our initial
public offering or the closing of a change of cohtas defined therein).

Registration Rights

After the completion of this offering,rtain holders of our common stock will be entittedrights with respect to the registration of their
shares under the Securities Act. These registratiis are contained in our Third Amended and &est Stockholders' Agreement, dated ¢
March 3, 2008 and are described in additional Hb&ow. These registration rights will expire ¢retsecond anniversary of the effective date
of this offering.

We will pay the registration expenseshef holders of the shares registered pursuanteteetyistrations describe below. In an
underwritten offering, the managing underwritetify, has the right, subject to specified condgjda limit the number of shares such holders
may include.

In connection with this offering, eacbdtholder that has registration rights agreed msetl or otherwise dispose of any securities
without the prior written consent of the underwistéor a period not to exceed 180 days from thectiffe date of such registration, subject to
certain terms and conditions. See section entitledlerwriting."

Demand Registration Right

After the completion of this offering ethholders of approximately 67,152,730 shares otoormon stock will be entitled to certain
demand registration rights. The holders of at 1288 of the outstanding unregistered common sheeifg registration rights, which must
include at least two stockholders that are notiaffis of each other who each beneficially own each propose to register at least 1,750,000
shares of common stock (as adjusted for any stiviteshd, stock split, combination or other simitacapitalization with respect to the comr
stock) can, on not more than two occasions, redqbhative register all or a portion of their shaf®sch request for registration must cover
shares with an anticipated aggregate offering prieeof underwriting discounts and commissionstdéast $5,000,000. However, we will not
be obligated to take any action to effect any sedistration prior to six months following the effeve date of this offering. Additionally, we
will not be required to effect a demand registratinring the period beginning 60 days prior tofitieg and 180 days following the
effectiveness of a registration statement relating public offering of our securities, provideathve are, in good faith, taking reasonable
efforts to cause such registration statement torneceffective and our estimate of the date ofdikuch registration statement is made in good
faith. Moreover, we will not be required to effectemand registration for any unregistered comrhanes which are immediately registerable
on Form S-3 or in any particular jurisdiction in iath we would be required to execute a general gurseservice of process in effecting such
registration, qualification or compliance unlessave already subject to service in such jurisdictiaod except as may be required under the
Securities Act. If we determine that it would beiesly detrimental to our stockholders to effeatts a demand registration and it is essential
to defer such registration, we have the right ti@dsuch registration, not more than twice in amglve-month period, for a period of up to
90 days.
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Piggyback Registration Right

After the completion of this offering, the event that we propose to register any of ecusties under the Securities Act in connection
with the public offering of such securities soléy cash, the holders of approximately 67,152, #8ras of our common stock will be entitled
to certain "piggyback"” registration rights allowitige holder to include their shares in such regiign, subject to certain marketing and other
limitations. As a result, whenever we propose ldiregistration statement under the Securitigs dther than with respect to a registration
related to employee benefit plans or certain otfegrsactions, the holders of these shares ardeentit notice of the registration and have the
right, subject to limitations that the underwritenay impose on the number of shares included imggistration, to include their shares in the
registration.

S-3 Registration Rights

The holders of approximately 67,152,78@res of our common stock may make a written raghaswe register their shares on Form S-
3 if we are eligible to file a registration statethen Form S-3 so long as the request covers shatlesin anticipated aggregate offering price,
net of underwriting discounts and commissions,tdé¢ast $5,000,000. However, we will not be requiite effect a registration on Form S-3 if
we have effected any such registration in the glagel2-month period. Additionally, we will not bequired to effect a registration during the
period beginning 60 days prior to the filing andXays following the effectiveness of a registratitatement relating to a public offering of
our securities, provided that we are, in good fa#king reasonable efforts to cause such registratatement to become effective and our
estimate of the date of filing such registraticatetent is made in good faith. Moreover, we will be required to effect a registration on
Form S-3 in any particular jurisdiction in which weuld be required to execute a general consesgrndgce of process in effecting such
registration, qualification or compliance unlessave already subject to service in such jurisdictiaod except as may be required under the
Securities Act. If we determine that it would beiesly detrimental to our stockholders to effeatts registration statement and it is essential
to defer such registration, we have the right ti@dsuch registration, not more than twice in amglve-month period, for a period of up to
90 days.

Anti-Takeover Provisions
Certificate of Incorporation and Bylaws

Our amended and restated certificate@drporation to be in effect upon the completionhis offering will provide for our board of
directors to be divided into three classes witlggtaed three-year terms. Only one class of dirsatdlt be elected at each annual meeting of
our stockholders, with the other classes continédnghe remainder of their respective three-yeams. Because our stockholders do not have
cumulative voting rights, our stockholders holdagajority of the shares of common stock outstagaliitl be able to elect all of our directo
In addition, our certificate of incorporation angldows will provide that only our board of directarsy fill vacancies created by expansion of
our board of directors or the resignation, deattearoval of a director. Subject to the rights ofdeos of any series of preferred stock then
outstanding, our certificate of incorporation amhlvs to be effective upon the completion of tHieng will provide that all stockholder
actions must be effected at a duly called meetfrejackholders and not by a consent in writing, #rat only our board of directors, Chairman
of our board of directors, Chief Executive Officarpresident (in the absence of a Chief Executiffe€) may call a special meeting of
stockholders. In addition, our bylaws will provittet stockholders must comply with advance noticigions to bring business before or
nominate directors for election at a stockholdeeting.

Subject to the rights of holders of aayies of preferred stock then outstanding, ouiifezate of incorporation and bylaws will require a
662/ 3% stockholder vote for the rescission, alteration,
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amendment or repeal of the bylaws by stockholdirs.combination of the classification of our boafdlirectors, the lack of cumulative

voting and the inability of our stockholders to i@rae a director without cause will make it more idififtt for our existing stockholders to repl:
our board of directors as well as for another ptartgbtain control of us by replacing our boaraiméctors. Since our board of directors has the
power to retain and discharge our officers, theseipions could also make it more difficult for ettihg stockholders or another party to effe
change in management. In addition, the authoriraifaundesignated preferred stock makes it pos$ioleur board of directors to issue
preferred stock with voting or other rights or grefnces that could impede the success of any dtterchange our control.

These provisions may have the effectadéding hostile takeovers or delaying changesiincontrol or management. They are intended
to enhance the likelihood of continued stabilityhie composition of our board of directors ancpiticies and to discourage certain types of
transactions that may involve an actual or thresdeacquisition of us. These provisions are alsigdes to reduce our vulnerability to an
unsolicited acquisition proposal and to discoureggain tactics that may be used in proxy fightswidver, such provisions could have the
effect of discouraging others from making tenddesffor our shares and, as a consequence, theynalg inhibit fluctuations in the market
price of our stock that could result from actuatumored takeover attempts. Such provisions maylese the effect of preventing changes in
our management.

Section 203 of the General Corporation Law of theag of Delaware

We are subject to Section 203 of the @dr@orporation Law of the State of Delaware, whicbhibits a Delaware corporation from
engaging in any business combination with any @sterd stockholder for a period of three years #fieidate that such stockholder became an
interested stockholder, with the following excepto

. before such date, the board of directors of thepa@tion approved either the business combinatidheotransaction that
resulted in the stockholder becoming an interesteckholder;

. upon completion of the transaction that resultethénstockholder becoming an interested stockhpterinterested stockhold
owned at least 85% of the voting stock of the coapon outstanding at the time the transaction begacluding for purposes of
determining the voting stock outstanding (but et dutstanding voting stock owned by the interestedkholder) those shares
owned (i) by persons who are directors and alsear and (ii) employee stock plans in which empyparticipants do not he
the right to determine confidentially whether sisaneld subject to the plan will be tendered inraléz or exchange offer; or

. on or after such date, the business combinatiappsoved by the board of directors and authorizeshannual or speci

meeting of the stockholders, and not by writtensemm, by the affirmative vote of at least®& % of the outstanding voting
stock that is not owned by the interested stoclkdrold

In general, Section 203 defines a "bussrmbination” to include the following:

. any merger or consolidation involving the corparatand the interested stockholder;
. any sale, transfer, pledge or other dispositioassits of the corporation with an aggregate maetae of 10% or more of eith

the aggregate market value of all assets of thgocation on a consolidated basis or the aggregatketivalue of all the
outstanding stock of the corporation involving thierested stockholder;
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. subject to certain exceptions, any transactionrésilts in the issuance or transfer by the cotmoraf any stock of the
corporation to the interested stockholder;

. any transaction involving the corporation that treseffect of increasing the proportionate shartefstock or any class or
series of the corporation beneficially owned byititerested stockholder; or

. the receipt by the interested stockholder of theelieof any loss, advances, guarantees, pledgether financial benefits by «
through the corporation.

In general, Section 203 defines an "egezd stockholder” as an entity or person who thagevith the stockholder's affiliates and
associates (as defined in Section 203), benefjoialins, or within three years prior to the timedetermination of interested stockholder status
did own, 15% or more of the outstanding voting ktotthe corporation.

Acceleration of Options Upon Change of Contt

Generally, under our Amended and RestBmdand Media 2006 Equity Incentive Plan and odrQ2@dcentive Award Plan, in the event
of certain mergers, a reorganization or consolitetif our company with or into another corporatiwrihe sale of all or substantially all of our
assets or all of our capital stock wherein the sssor corporation does not assume outstandingnzptioissue equivalent options, our board of
directors is required to accelerate vesting ofamioutstanding under such plans.

Listing
Our common stock has been approveddsting on the New York Stock Exchange under the ifibMD."
Transfer Agent and Registrar

The transfer agent and registrar forammmon stock is the American Stock Transfer & Tstmpany LLC. The transfer agent's
telephone number is (800) 937-5449.
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DESCRIPTION OF INDEBTEDNESS
Senior secured revolving credit facility

We are party to a secured credit agreémizh a syndicate of commercial banks that prosite a $100 million revolving credit facility.
The revolving credit facility expires on May 25,120 After deducting amounts attributable to lettarsredit, at September 30, 2010, we had
unused availability of approximately $91.7 milliamailable under the revolving credit facility. Theedit agreement permits us to increase the
revolving credit facility by up to $50 million, sjdet to the satisfaction of certain conditions afthining commitments from lenders.

All borrowings under the secured creditement are guaranteed by certain of our domsgtisidiaries. Borrowings under the secured
credit agreement are secured by substantiallyf @lpassets and those of our subsidiary guararBasowings are also secured by a pledge of
equity in most our domestic subsidiaries and stdatertain of our foreign subsidiaries.

Borrowings under the secured credit agex# bear interest, at our option, at the Base &attee Eurodollar Rate, as defined in the
secured credit agreement, plus a margin basedomebvsenior leverage ratio. The margins range tdd@% to 2.50% for Eurocurrency Rate
loans and from 0.00% to 1.50% for Base Rate loanaddition, we pay a commitment fee on the unusgdlving credit facility commitments
ranging from 0.20% to 0.50% per annum based omeusenior leverage ratio. As of September 30, 2@&0wvere in compliance with all
covenants and restrictions in the secured credéteagent. In addition, we believe that we will remii compliance and that our ability to
borrow funds under the secured credit agreemehnatilbe adversely affected by such covenants asitictions.

The secured credit agreement contairiswgcovenants that restrict, among other thingssaject to certain exceptions, our ability
the ability of our subsidiaries to incur indebtesisieto incur certain liens, make certain investmantd acquisitions, pay dividends and make
other restricted payments, make certain asset slispas subject to guidelines and limits, engagmaterial transactions with officers, directors
and affiliates, participate in sale and leaseba@ntting arrangements, fundamentally or substéytidtier the character of its business, enter
into restrictive contractual obligations and prepaytain outstanding debt obligations.

The secured credit agreement also caaitaio financial maintenance covenants: (1) a marimet senior leverage ratio covenant that
requires us and our subsidiaries to maintain a kticulated by dividing consolidated total debt (is and our subsidiaries) other than
subordinated debt, less cash and cash equivalmg-ferm investments) in excess of $15,000,09@ dnsolidated EBITDA for the last four
fiscal quarters, as defined in the secured crepldement, that does not exceed 2.5 to 1 for thegpending March 31, 2011, or 2.0 to 1 for the
period ending March 31, 2012, and (2) a minimunadixharge coverage ratio covenant that requiresd®ur subsidiaries to maintain a ratio
calculated by dividing Consolidated EBITDA, as defil in the secured credit agreement, less capipa&nalitures, by the sum of certain taxes,
interest and dividends and other distributionse@ch case, paid in cash) for the last four fiscaktgrs that does not fall below 2.0 to 1.

Failure to comply with these covenants estrictions or the occurrence of certain othvngs could result in an event of default under
the secured credit agreement. In such an evertpuld not request borrowings under the revolvirglitst, and all amounts outstanding under
the secured credit agreement, together with acdniecest, could then be declared immediately chepmyable.
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, there has beemnblic market for our common stock, and we cammetlict the effect, if any, that market sales of
shares of our common stock or the availabilitytedres of our common stock for sale will have onrttagket price of our common stock
prevailing from time to time. Nevertheless, salesubstantial amounts of our common stock, inclgdihares issued upon exercise of
outstanding warrants or options, in the public reagdter this offering could adversely affect maneces prevailing from time to time and
could impair our ability to raise capital througditetsale of our equity securities in the future.

Upon the closing of this offering, we Mikve 81,964,617 shares of common stock outstgraieuming (i) the automatic conversion of
all outstanding preferred stock into an aggrega&lg572,256 shares of common stock immediatelyrpgd the completion of this offering, a
(ii) the issuance of 482,546 shares of common stipan the net exercise of common stock warrantsaascahvertible preferred stock warrant,
that would otherwise expire upon the completiothif offering based upon the initial public offeagiprice of $17.00 per share. Of these sh:
all shares sold in this offering by us and theisglstockholders, plus any additional shares splthiexercise of the underwriters' option to
purchase additional shares, will be freely tradakitBout restriction under the Securities Act, wsi¢hey are held by our affiliates, as that term
is defined in Rule 144 under the Securities Acticlvlis summarized below.

The remaining shares of common stock bélldeemed restricted securities as that ternfiisedkein Rule 144 under the Securities Act.
Restricted securities may be sold in the publickeonly if registered or if they qualify for anemption from registration under Rule 144 or
701 promulgated under the Securities Act, whiceswre summarized below. Subject to the lock-upeagents described below, these
restricted securities are eligible for sale inplilic market only if they are registered under$leeurities Act or if they qualify for an
exemption from registration under Rules 144 or @0the Securities Act, which are summarized below.

Subject to the lock-up agreements deedrlielow and the provisions of Rules 144 and 7@euthe Securities Act, these restricted
securities will be available for sale in the pubtiarket as follows:

Number of
Date Shares
On the date of this prospeci —
90 days after the date of this prospet 359,79
At various times beginning more than 180 days @ttip extension) after the date
this prospectu 72,704,82

In addition, of the 19,145,622 shareswfcommon stock that were subject to stock optautstanding as of December 15, 2010, op
to purchase 5,373,144 shares of common stock vested as of December 15, 2010 and will be elidiniesale 180 days following the
effective date of this offering, subject to extemsas described in the section entitled "Undenngite

Lock-up Agreements

Our directors, executive officers andstahtially all of our stockholders have signed lagkagreements under which they have agreed
not to sell, transfer or dispose of, directly adinectly, any shares of our common stock or anyisges into or exercisable or exchangeable for
shares of our common stock without the prior wnittensent of Goldman, Sachs & Co. and Morgan Staakerepresentatives of the
underwriters, for a period of 180 days, subjed fossible extension under certain circumstandes,tae date of this prospectus. The holders
of 74,820,692 shares of common stock as of Decetf)e2010 have executed lock-up agreements. Thigseraents are described below
under "Underwriting." Goldman, Sachs & Co. and Mordgtanley may, in their sole discretion,
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at any time and without prior notice, release akay portion of the shares from the restrictioostained in these lock-up agreements.

Any participant in the directed sharegseon who purchases more than $1,000,000 of shalldseveubject to a 25-day lock-up with
respect to any shares sold to him or her pursoahtat program.

Rule 144

In general, under Rule 144, as curreintlgffect, once we have been subject to public ampeporting requirements for at least
90 days, a person who is not deemed to have beeofaur affiliates for purposes of the Securiles at any time during the three months
preceding a sale and who has beneficially ownedhlaees proposed to be sold for at least six mpirtbisiding the holding period of any prior
owner other than our affiliates, is entitled td sebse shares without complying with the mannesalé, volume limitation or notice provisions
of Rule 144, subject to compliance with the pubiformation requirements of Rule 144. If such asparhas beneficially owned the shares
proposed to be sold for at least one year, inctyttie holding period of any prior owner other tloam affiliates, then that person is entitled to
sell those shares without complying with any of tbguirements of Rule 144.

In general, under Rule 144, as curreintigffect, our affiliates or persons selling shavadehalf of our affiliates are entitled to sedon
expiration of the lock-up agreements described apwithin any three-month period, a number of shénat does not exceed the greater of:

. 1% of the number of shares of common stock thestanding, which will equal approximately 819,64@ss immediately after
this offering; or

. the average weekly trading volume of the commoaokstiuring the four calendar weeks preceding thiegfibf a notice on
Form 144 with respect to that sale.

Sales under Rule 144 by our affiliatepersons selling shares on behalf of our affili@esalso subject to certain manner of sale
provisions and notice requirements and to the aliitly of current public information about us.

Rule 701

Rule 701 generally allows a stockholdapwurchased shares of our common stock pursuanivtitten compensatory plan or contract
and who is not deemed to have been an affiliateioompany during the immediately preceding 90sdaysell these shares in reliance upon
Rule 144, but without being required to comply wttile public information, holding period, volume itation or notice provisions of Rule 144,
Rule 701 also permits affiliates of our compangedl their Rule 701 shares under Rule 144 withoatlying with the holding period
requirements of Rule 144. All holders of Rule 70&res, however, are required to wait until 90 deier the date of this prospectus before
selling such shares pursuant to Rule 701.

Options

In addition to the 81,964,617 sharesamfimon stock outstanding immediately after this rirfii, as of December 15, 2010, there were
outstanding options to purchase 19,145,622 shémsr@ommon stock. As soon as practicable uponptetion of this offering, we intend to
file a registration statement on Form83mder the Securities Act covering shares of oumroon stock issued or reserved for issuance undt
stock plans. Accordingly, shares of our commonlstegistered under such registration statementhagilavailable for sale in the open market
upon exercise by the holders, subject to vestiegriotions with us, contractual lock-up restrictscemnd/or market stand-off provisions
applicable to each option agreement that proHilgitstale or other disposition of the shares of omroon stock underlying the options for a
period of 180 days after the date of this prospedubject
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to a possible extension under certain circumstanei#isout the prior written consent from us or eunderwriters.

Registration Rights

On the date beginning 180 days aftedtite of this prospectus, subject to a possiblensida under certain circumstances, the holde
approximately 67,152,730 shares of our common starctheir transferees, will be entitled to certaghts with respect to the registration of
those shares under the Securities Act. For a gigeriof these registration rights, please see ¢bgton of Capital Stock—Registration
Rights." After these shares are registered, théybeifreely tradable without restriction under tBecurities Act.
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MATERIAL UNITED STATES FEDERAL INCOME TAX
CONSEQUENCES TO NON-U.S. HOLDERS OF OUR COMMON STOK

The following is a summary of the matktaited States federal income tax consequencesried.S. holders (as defined below) of the
acquisition, ownership and disposition of our comrstock issued pursuant to this offering. This aston is not a complete analysis of all of
the potential United States federal income tax equences relating thereto, nor does it addresgstaye and gift tax consequences or any tax
consequences arising under any state, local oigfotex laws, or any other United States fedepaldas. This discussion is based on the
Internal Revenue Code of 1986, as amended, onthenbl Revenue Code, Treasury Regulations prorredghaereunder, judicial decisions,
and published rulings and administrative pronourer@snof the Internal Revenue Service, or IRS,salhaffect as of the date of this offering.
These authorities may change, possibly retroagtivebulting in United States federal income tamssmuences different from those discussed
below. No ruling has been or will be sought frora tRS with respect to the matters discussed bedod there can be no assurance that the
will not take a contrary position regarding the taxsequences of the acquisition, ownership ormgitipn of our common stock, or that any
such contrary position would not be sustained bguat.

This discussion is limited to non-U.Sld®eys who purchase our common stock issued pursoahis offering and who hold our common
stock as a "capital asset" within the meaning a@fiSe 1221 of the Internal Revenue Code (generphgperty held for investment). This
discussion does not address all of the United Sfatderal income tax consequences that may beargiéw a particular holder in light of such
holder's particular circumstances. This discusalsen does not consider any specific facts or cistances that may be relevant to holders
subject to special rules under the United Stateésréd income tax laws, including, without limitatio

. financial institutions, banks and thrifi

. insurance companies;

. tax-exempt organizations;

. partnerships, S corporations or other -through entities

. traders in securities that elect to mark to mat

. broker-dealers or dealers in securities or cures)ci

. United States expatriates;

. "controlled foreign corporations,” "passive foreigmestment companies" or corporations that accurauarnings to avoid U..

federal income tax;

. persons that own, or are deemed to own, more tanf®ur outstanding common stock (except to therespecifically set
forth below);

. persons deemed to sell our common stock underatgtructive sale provisions of the Co
. persons subject to the alternative minimum tax; or
. persons that hold our common stock as a positi@anhadging transaction, "straddle,” "conversiongeetion” or other risk

reduction transaction.

PROSPECTIVE INVESTORS SHOULD CONSULT THEIR TAX ADVI SORS REGARDING THE PARTICULAR UNITED
STATES FEDERAL INCOME TAX CONSEQUENCES TO THEM OF A CQUIRING, OWNING AND DISPOSING OF OUR
COMMON STOCK, AS WELL AS ANY TAX CONSEQUENCES ARISI NG UNDER ANY STATE, LOCAL OR FOREIGN TAX
LAWS AND ANY OTHER UNITED STATES FEDERAL TAX LAWS.
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Definition of Non-U.S. Holder

For purposes of this discussion, a o8- holder is any beneficial owner of our commtatk that is not a "U.S. person” or a partner:
for United States federal income tax purposes. 3. |gerson is any of the following:

. an individual citizen or resident of the United t8ta

. a corporation (or other entity treated as a cotimmdor United States federal income tax purposesated or organized under
the laws of the United States, any state theretf@District of Columbia;

. an estate the income of which is subject to UnBtates federal income tax regardless of its somr

. a trust (1) whose administration is subject toghimary supervision of a United States court anittvinas one or more Unite
States persons who have the authority to contkgldistantial decisions of the trust, or (2) thes b valid election in effect unc
applicable Treasury Regulations to be treated@dsSaperson.

Distributions on Our Common Stock

If we make cash or other property disttitns on our common stock, such distributions gahewill constitute dividends for United
States federal income tax purposes to the extedtfifman our current or accumulated earnings anditst@as determined under United States
federal income tax principles. Amounts not treaedlividends for United States federal income tappses will constitute a return of capital
and will first be applied against and reduce a @cdddtax basis in the common stock, but not belemw.zDistributions in excess of our current
and accumulated earnings and profits and in exafes®ion-U.S. holder's tax basis in its shareslvé@ltaxable as capital gain realized on the
sale or other disposition of the common stock ailidbe treated as described under "—Disposition®of Common Stock™ below.

Dividends paid to a non-U.S. holder of oommon stock generally will be subject to Unittdtes federal withholding tax at a rate of
30% of the gross amount of the dividends, or soarel rate specified by an applicable income taatyreTo receive the benefit of a reduced
treaty rate, a non-U.S. holder must furnish tousus paying agent a valid IRS Form W-8BEN (or éggdble successor form) certifying such
holder's qualification for the reduced rate. Thagtification must be provided to us or our payiggat prior to the payment of dividends and
must be updated periodically. Non-U.S. holders tlahot timely provide us or our paying agent with required certification, but that qualify
for a reduced treaty rate, may obtain a refunchgfexcess amounts withheld by timely filing an aypiate claim for refund with the IRS. Non-
U.S. holders should consult their tax advisors rdigg their entitlement to benefits under an agtile income tax treaty.

Dividends paid on our common stock thateffectively connected with a non-U.S. holdeosduct of a trade or business in the United
States (and, if required by an applicable incomédraty, are attributable to a permanent estatoiéstt maintained by the nds-S. holder in th
United States) will be exempt from United Statedefal withholding tax. To claim the exemption, tten-U.S. holder must generally furnish
us or our paying agent a properly executed IRS R&HBECI (or applicable successor form).

Any dividends paid on our common stocdt e effectively connected with a non-U.S. hdidenited States trade or business (and if
required by an applicable income tax treaty, aitdble to a permanent establishment maintainetidyon-U.S. holder in the United States)
generally will be subject to United States fed@rabme tax on a net income basis at the regulatugitead United States federal income tax |
in much the same manner as if such holder wersidemt of the
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United States. A nok.S. holder that is a foreign corporation also rhaysubject to an additional branch profits tax &tu&0% (or such lowe
rate specified by an applicable income tax treafyis effectively connected earnings and profitsthe taxable year, as adjusted for certain
items. Non-U.S. holders should consult any appleaicome tax treaties that may provide for différaules.

Dispositions of Our Common Stock

Subject to the discussion below regardiagkup withholding, a non-U.S. holder generallif mot be subject to United States federal
income tax on any gain realized upon the saletradisposition of our common stock, unless:

. the gain is effectively connected with the non-Uh8lder's conduct of a trade or business in theéddrfstates, and if required by
an applicable income tax treaty, attributable pemanent establishment maintained by the ddh-holder in the United State

. the non-U.S. holder is a nonresident alien indigldaresent in the United States for 183 days orendoring the taxable year of
the disposition, and certain other requirementsrat or

. our common stock constitutes a "United Statespeglerty interest” by reason of our status as addristates real property
holding corporation, or USRPHC, for United Stateddral income tax purposes at any time within Hueter of the five-year
period preceding the disposition or the non-U.S$déds holding period for our common stock.

Gain described in the first bullet patiove will be subject to United States federal inedax on a net income basis at the regular
graduated United States federal income tax ratesich the same manner as if such holder were dergsof the United States. A non-U.S.
holder that is a foreign corporation also may Hgestt to an additional branch profits tax equad®46 (or such lower rate specified by an
applicable income tax treaty) of its effectivelynoected earnings and profits for the taxable yeesmpdjusted for certain items. NohS. holder
should consult any applicable income tax treatias tnay provide for different rules.

Gain described in the second bullet pabdve will be subject to United States federabine tax at a flat 30% rate (or such lower rate
specified by an applicable income tax treaty),hay be offset by United States source capital Béseen though the individual is not
considered a resident of the United States), pealttiat the non-U.S. holder has timely filed Ueklefral income tax returns with respect to
such losses.

With respect to the third bullet poinbab, we believe we are not currently and do ndtgoatte becoming a USRPHC for United States
federal income tax purposes. However, becausedtegrdination of whether we are a USRPHC dependbefair market value of our United
States real property interests relative to therfairket value of our other trade or business assetour non-U.S. real property interests, there
can be no assurance that we are not a USRPHC laravibecome one in the future. Even if we are eraxto become a USRPHC, gain arising
from the sale or other taxable disposition by a-bo8. holder of our common stock will not be subjectax if such class of stock is "regularly
traded," as defined by applicable Treasury Requration an established securities market, andrsmeiU.S. holder owned, actually or
constructively, 5% or less of such class of ouclstihiroughout the shorter of the five-year periodiag on the date of the sale or exchange or
the non-U.S. holder's holding period for such st&fle expect our common stock to be "regularly tddm an established securities market,
although we cannot guarantee that it will be sdeda If gain on the sale or other taxable dispmsitif our stock were subject to taxation under
the third bullet point above, the non-U.S. holdeuld be subject to regular United States fedexanme tax with respect to such gain in
generally the same manner as a U.S. person.
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Information Reporting and Backup Withholding

We must report annually to the IRS anddoh non-U.S. holder the amount of distributiom®or common stock paid to such holder and
the amount of any tax withheld with respect to thdsstributions. These information reporting requients apply even if no withholding was
required because the distributions were effectigelynected with the holder's conduct of a UnitedeSttrade or business, or withholding was
reduced or eliminated by an applicable incomettaaty. This information also may be made availalpiéer a specific treaty or agreement with
the tax authorities in the country in which the Ad1$. holder resides or is established. Backup wittihg, however, generally will not apply
distributions to a non-U.S. holder of our commaocktprovided the non-U.S. holder furnishes to uswrpaying agent the required
certification as to its non-U.S. status, such aptoyiding a valid IRS Form W-8BEN or IRS Form W-@E or certain other requirements are
met. Notwithstanding the foregoing, backup withlwddmay apply if either we or our paying agent hetual knowledge, or reason to know,
that the holder is a U.S. person that is not amgteecipient.

Unless a non-U.S. holder complies witttifieation procedures to establish that it is adi.S. person, information returns may be filed
with the IRS in connection with, and the non-U.8lder may be subject to backup withholding on thecpeds from, a sale or other disposition
of our common stock. The certification proceduresadibed in the above paragraph will satisfy theséfication requirements as well.

Backup withholding is not an additionak.t Any amounts withheld under the backup withhajdiules may be allowed as a refund or a
credit against a non-U.S. holder's United Statderfd income tax liability, provided the requiredarmation is timely furnished to the IRS.

New Legislation Relating to Foreign Accounts

Newly enacted legislation may impose Witlling taxes on certain types of payments mad#teign financial institutions” (as specie
defined under these rules) and certain other n@-ghtities. Under this legislation, the failurectiamply with additional certification,
information reporting and other specified requiretsecould result in withholding tax being imposedpayments of dividends and sales
proceeds to foreign intermediaries and certain dd®-holders. The legislation imposes a 30% wittiimgl tax on dividends on, or gross
proceeds from the sale or other disposition of,aaummon stock paid to a foreign financial instidatior to a foreign nofinancial entity, unles
() the foreign financial institution undertakegteén diligence and reporting obligations or (hetforeign non-financial entity either certifies it
does not have any substantial United States ovardtsnishes identifying information regarding eatbstantial United States owner. If the
payee is a foreign financial institution, it muster into an agreement with the United States Tmga®quiring, among other things, that it
undertake to identify accounts held by certain &bhiStates persons or United States-owned foreitiieenannually report certain information
about such accounts, and withhold 30% on paymerdsdount holders whose actions prevent it frompigimg with these reporting and other
requirements. The legislation would apply to paytaenade after December 31, 2012. Prospective iorgeshould consult their tax advisors
regarding this legislation.
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UNDERWRITING

We, the selling stockholders and the mwdéers named below have entered into an undangrigreement with respect to the shares
being offered. Subject to certain conditions, eawctierwriter has severally agreed to purchase thebeuof shares indicated in the following
table. Goldman, Sachs & Co. and Morgan Stanley &l@@orporated are the joint book-runners and #peasentatives of the underwriters.

Underwriters Number of Shares
Goldman, Sachs & Cc 3,115,00!
Morgan Stanley & Co. Incorporatt 3,115,00!
UBS Securities LLC 667,50(
Allen & Company LLC 445,00(
Jefferies & Company, Inc 400,50(
Stifel, Nicolaus & Company, Incorporat 356,00(
RBC Capital Markets Corporatic 311,50(
Pacific Crest Securities LL 222,50(
Raine Securitie 178,00(
JMP Securities LLC 89,00(

Total 8,900,00!

The underwriters are committed to take pay for all of the shares being offered, if any ken, other than the shares covered by the
option described below unless and until this opttoexercised.

If the underwriters sell more shares ttientotal number set forth in the table above uthéerwriters have an option to buy up to an
additional 1,335,000 shares from us and the sedlingkholders to cover such sales. They may exetoa option for 30 days. If any shares are
purchased pursuant to this option, the underwritélfsseverally purchase shares in approximatetysame proportion as set forth in the table
above.

The following tables show the per share #tal underwriting discounts and commissionsd@aid to the underwriters by us and the
selling stockholders. Such amounts are shown asgubgth no exercise and full exercise of the undégvs' option to purchase 1,335,000
additional shares.

Paid by Us
No Exercise Full Exercise
Per Shart $ 1.1¢ $ 1.1¢
Total $ 5,355,000 $ 6,158,25!

Paid by the Selling Stockholders

No Exercise Full Exercise
Per Shart $ 1.1¢ $ 1.1¢
Total $ 5,236,000 $ 6,021,40!

Shares sold by the underwriters to thaipwvill initially be offered at the initial pubti offering price set forth on the cover of this
prospectus. Any shares sold by the underwritesgtarrities dealers may be sold at a discount a6 $§0.714 per share from the initial public
offering price. If all the shares are not soldreg initial public offering price, the representasvmay change the offering price and the other
selling terms. The offering of the shares by thdamriters is subject to receipt and acceptancesabggct to the underwriters' right to reject
any order in whole or in part.
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We, our officers and directors, and hadd#f substantially all of the outstanding sharesus common stock, including the selling
stockholders, have agreed with the underwritetigiestito certain exceptions, not to dispose ofaxtde any of our or their common stock or
securities convertible into or exchangeable forethaf common stock during the period from the @éthis prospectus continuing through the
date 180 days after the date of this prospectuspxvith the prior written consent of each of Goéth, Sachs & Co. and Morgan
Stanley & Co. Incorporated. This agreement doespply to securities issued pursuant to any exjgtimployee benefit plans, securities iss
upon the exercise of options or upon the exercizyersion or exchange of exercisable, convertiblexchangeable securities outstanding as
of the date hereof, securities issued in conneatitin mergers or acquisitions we may make in arreggte amount not to exceed 5% of our
fully diluted outstanding stock as of the dateto$ tprospectus, certain shares purchased in themopeket after the completion of this offering,
shares sold to a third party in connection with aoguisition, sale or merger of the Company in Wttt of the stockholders of the Company
are entitled to participate and other customargeptions. See "Shares Available for Future Saleafdiscussion of certain transfer restrictions.

The 180-day restricted period descrilvethé preceding paragraph will be automaticallyerged if: (1) during the last 17 days of the
180-day restricted period we issue an earningaseler announce material news or a material egeK2) prior to the expiration of the 1&i2y
restricted period, we announce that we will relezsmings results during the 15-day period begmoim the last day of the 180-day period, in
which case the restrictions described in the prieggplaragraph will continue to apply until the engpion of the 18-day period beginning on the
issuance of the earnings release or the announterfhtiie material news or material event.

Prior to the offering, there has beerpuablic market for our common stock. The initial falffering price has been negotiated amon
and the representatives. Among the factors to heidered in determining the initial public offeripgce of the shares, in addition to prevail
market conditions, will be the company's historigatformance, estimates of the business potemtéhkarnings prospects of the company, an
assessment of the company's management and thideration of the above factors in relation to maskaduation of companies in related
businesses.

Our common stock has been approveddting on the New York Stock Exchange under the ifibMD."

At our request, the underwriters havemesd for sale at the initial public offering prigp to approximately 431,000 shares of our
common stock being offered for sale to businesscates, Demand Media customers and friends anidyfamembers of certain of our
directors and officers. We will offer these shatiethe extent permitted under applicable regulationthe United States. The sales will be i
by UBS Financial Services, Inc., a selected desffdiated with UBS Securities LLC, through a dited share program. The number of shares
of common stock available for sale to the geneudlip will be reduced to the extent that such pessourchase such reserved shares. Any
reserved shares not so purchased will be offeregtidoynderwriters to the general public on the shasés as the other shares offered hereby.
Any participant in the directed share program whochases more than $1,000,000 of shares will bipsuto a 25-day lock-up with respect to
any shares sold to him or her pursuant to thatraragThis lock-up will have similar restrictionschan identical extension provision to the
lock-up agreements described above. We have agvéedemnify UBS Financial Services Inc. in conmaeiwith the directed share program,
including for the failure of any participant to pfy its shares. Other than the underwriting distalescribed on the front cover of this
prospectus, the underwriters will not be entitiedy commission with respect to shares of comnmekssold pursuant to the directed share
program.

Peter Guber and Robert R. Bennett, mesntfeour board of directors, will each purchaserfthe underwriters at the initial public
offering price 58,823 shares of our common stock@offering.
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In connection with the offering, the undegters may purchase and sell shares of commaik $tothe open market. These transactions
may include short sales, stabilizing transactians purchases to cover positions created by shias.s@hort sales involve the sale by the
underwriters of a greater number of shares thandhe required to purchase in the offering. "Codéshort sales are sales made in an amount
not greater than the underwriters' option to puseredditional shares from us and the selling stuldiens in the offering. The underwriters may
close out any covered short position by either @girg their option to purchase additional shargsuschasing shares in the open market. In
determining the source of shares to close outdkered short position, the underwriters will cosjcamong other things, the price of shares
available for purchase in the open market as coeaptar the price at which they may purchase additishares pursuant to the option granted
to them. "Naked" short sales are any sales in exakesuch option. The underwriters must close aytreaked short position by purchasing
shares in the open market. A naked short posisiondre likely to be created if the underwriters@ecerned that there may be downward
pressure on the price of the common stock in trenaparket after pricing that could adversely affegestors who purchase in the offering.
Stabilizing transactions consist of various bidsdbpurchases of common stock made by the undemnsrin the open market prior to the
completion of the offering.

The underwriters may also impose a pegtmdt. This occurs when a particular underwritgrays to the underwriters a portion of the
underwriting discount received by it because thagentatives have repurchased shares sold by tref@account of such underwriter in
stabilizing or short covering transactions.

Purchases to cover a short position #atuilizing transactions, as well as other purchésethe underwriters for their own accounts, may
have the effect of preventing or retarding a deciinthe market price of the company's stock, ageéther with the imposition of the penalty
bid, may stabilize, maintain or otherwise affea tharket price of the common stock. As a resudtpiice of the common stock may be higher
than the price that otherwise might exist in theromarket. If these activities are commenced, thay be discontinued at any time. These
transactions may be effected on the New York SEathange, in the over-the-counter market or othswi

The underwriters do not expect saledgordtionary accounts to exceed five percent otaked number of shares offered. In addition and
in accordance with Rule 5121 of the Financial InduRegulatory Authority, Goldman, Sachs & Co. nmt make sales in this offering to any
discretionary account without the prior approvatred customer.

We and the selling stockholders estintfad¢ the total expenses of the offering, excludingerwriting discounts and commissions, will
be approximately $4.6 million.

We and the selling stockholders haveedjte indemnify the several underwriters againgadae liabilities, including liabilities under the
Securities Act of 1933 arising out of, or basedrymertain material misstatements or omissionsedkas to reimburse each underwriter for
expenses reasonably incurred by such underwriteorimection with investigating or defending anytsaction or claim. We and the selling
stockholders have also agreed to contribute to paysrthe underwriters may be required to makedpeet of such liabilities.

Material Relationships

The underwriters and their respectivdiafés are full service financial institutions exyged in various activities, which may include
securities trading, commercial and investment bamkiinancial advisory, investment management,qipa investment, hedging, financing
and brokerage activities. Certain of the underwsitend their respective affiliates have, from timéme, performed, and may in the future
perform, various financial advisory and investmasuking services for the issuer, for which theyeneed or will receive customary fees and
expenses.
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In September 2007, we sold shares oBSeuies D preferred stock to certain investorsraftéch sale certain entities affiliated with
Goldman, Sachs & Co., the co-lead underwriterfigs offering, held approximately 4.8% of the outstimg shares of our capital stock on an as
converted, fully diluted basis. In March of 2008 wold additional shares of our Series D prefestadk and completed the sale of our
Series D1 preferred stock to certain investors, after wisale certain entities affiliated with Goldman, &&é: Co. held approximately 7.0%
the outstanding shares of our capital stock onsazpaverted, fully diluted basis. In connectionhM@oldman, Sachs & Co.'s investment, our
Stockholders' Agreement was amended to provider@aid Sachs & Co. the right to nominate one direttta@ur board. Goldman, Sachs &
has nominated Gaurav Bhandari pursuant to thid.rigie Stockholders' Agreement (other than thesteggion rights provision provided
therein) will terminate upon completion of thiserfihg after which Goldman, Sachs & Co.'s rightéonmate a director will terminate.
Goldman, Sachs & Co.'s Series D-1 preferred staak automatically converted into Series D prefestedk in May 2008 upon the expiration
of the applicable waiting period under the Hartt{6&wndino Antitrust Improvements Act of 1976, asearded. Because Goldman, Sachs & Co.
is an underwriter, Goldman, Sachs & Co. is deerndthte a "conflict of interest" under Rule 512%h# Financial Industry Regulatory
Authority. Accordingly, this offering will be mada compliance with the applicable provisions of 6L21. Rule 5121 requires that a
"qualified independent underwriter" meeting certsiandards participate in the preparation of tigesteation statement and prospectus and
exercise the usual standards of due diligence negpect thereto. Morgan Stanley & Co. Incorporéi@si agreed to act as a "qualified
independent underwriter" within the meaning of Rel®1 in connection with this offering. Morgan S&n& Co. Incorporated will not receive
any additional compensation for acting as a qualifndependent underwriter. We have agreed to indfgrivlorgan Stanley & Co.

Incorporated against certain liabilities incurraccbnnection with acting as a "qualified independerderwriter," including liabilities under the
Securities Act. See "Conflict of Interest” for amaletailed discussion of potential conflicts denest.

In April 2006, we sold shares of our 8sri preferred stock to certain investors, afteictvisale Thomas W. Weisel, an individual
affiliated with Stifel Nicolaus Weisel, a co-manader this offering, held less than 1% of the oartsting shares of our capital stock on an as
converted, fully diluted basis. Mr. Weisel is asparty to our Stockholders' Agreement.

In April 2010, a private equity fund magea by an affiliated entity of JIMP Securities LL&C¢omanager for this offering, acquired sh
of our Series B preferred stock representing leas 1% of the outstanding shares of our capitekstm an as converted, fully diluted basis,
from an individual investor in a private transantidhe private equity fund is also a party to otacgholders' Agreement.

RBC Capital Markets Corporation, a co-ager for this offering, is the Syndication Agentanlender under our credit facility.

In the ordinary course of their variousimess activities, the underwriters and theireespe affiliates may make or hold a broad arre
investments and actively trade debt and equityrétézsi(or related derivative securities) and fic@ahinstruments (including bank loans) for
their own account and for the accounts of theitamers and may at any time hold long and shorttiposi in such securities and instruments.
Such investment and securities activities may mealecurities and instruments of the issuer.

Selling Restrictions

In relation to each Member State of thieopean Economic Area that has implemented thepPobgs Directive, each of which is refer
to as a Relevant Member State, each underwriterdpassented and agreed that with effect from aoldiding the date on which the Prospe
Directive is implemented in that Relevant Membext&treferred to as the Relevant Implementatior Dt
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has not made and will not make an offer of shayeke public in that Relevant Member State priath® publication of a prospectus in relation
to the shares that has been approved by the comgeithority in that Relevant Member State or, wehegopropriate, approved in another
Relevant Member State and notified to the competetitority in that Relevant Member State, all io@dance with the Prospectus Directive,
except that it may, with effect from and includiting Relevant Implementation Date, make an offeshafres to the public in that Relevant
Member State at any time:

. to legal entities which are authorized or reguldtedperate in the financial markets or, if notsphorized or regulated, whose
corporate purpose is solely to invest in securities

. to any legal entity which has two or more of (1)eaerage of at least 250 employees during thdifestcial year; (2) a tote
balance sheet of more than €43,000,000; and (8haoal net turnover of more than €50,000,000, awslin its last annual or
consolidated accounts;

. to fewer than 100 natural or legal persons (othan tqualified investors as defined in the Prosygebivective) subject t
obtaining the prior consent of the representatioesny such offer; or

. in any other circumstances that do not requirgtiidication by the Issuer of a prospectus purst@Aiticle 3 of the Prospectt
Directive.

For the purposes of this provision, thpression an "offer of shares to the public" iratiein to any shares in any Relevant Member State
means the communication in any form and by any meéasufficient information on the terms of theasfind the shares to be offered so as to
enable an investor to decide to purchase or suiestite shares, as the same may be varied in thatd®¢ Member State by any measure
implementing the Prospectus Directive in that RafwWember State and the expression Prospectustd@eneans Directive 2003/71/EC and
includes any relevant implementing measure in &akvant Member State.

Each underwriter has represented ancedghet:

. it has only communicated or caused to be commuecand will only communicate or cause to be comeated an invitation «
inducement to engage in investment activity (witthia meaning of Section 21 of the FSMA) receivedt ity connection with
the issue or sale of the shares in circumstancesiich Section 21(1) of the FSMA does not applyh® Issuer; and

. it has complied and will comply with all applicatpeovisions of the FSMA with respect to anythingiddy it in relation to th
shares in, from or otherwise involving the Unitethgdom.

The shares may not be offered or solthbgns of any document other than (i) in circumstarnehich do not constitute an offer to the
public within the meaning of the Companies Ordira(t€ap.32, Laws of Hong Kong), or (ii) to "professal investors" within the meaning of
the Securities and Futures Ordinance (Cap.571, lofiw®ng Kong) and any rules made thereunderiipir{iother circumstances which do 1
result in the document being a "prospectus” withenmeaning of the Companies Ordinance (Cap.32sladwlong Kong), and no
advertisement, invitation or document relatinghte shares may be issued or may be in the possessoly person for the purpose of issue (in
each case whether in Hong Kong or elsewhere), wkidirected at, or the contents of which are {ikel be accessed or read by, the public in
Hong Kong (except if permitted to do so under thed of Hong Kong) other than with respect to shadeish are or are intended to be
disposed of only to persons outside Hong Kong ¢y tim"professional investors" within the meanirfglee Securities and Futures Ordinance
(Cap. 571, Laws of Hong Kong) and any rules madeetiinder.

This prospectus has not been registesedmospectus with the Monetary Authority of Sipgree. Accordingly, this prospectus and any
other document or material in connection with the
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offer or sale, or invitation for subscription orrphase, of the shares may not be circulated arilaliséd, nor may the shares be offered or sold,
or be made the subject of an invitation for sulpgimn or purchase, whether directly or indirecttypersons in Singapore other than (i) to an
institutional investor under Section 274 of the 8éies and Futures Act, Chapter 289 of Singap@ideto a relevant person, or any person
pursuant to Section 275(1A), and in accordance thighconditions, specified in Section 275 of theuB#ies and Futures Act or (iii) otherwise
pursuant to, and in accordance with the conditafhany other applicable provision of the Secusitid Futures Act.

Where the shares are subscribed or psechander Section 275 by a relevant person whidh)is corporation (which is not an
accredited investor) the sole business of whidb ®ld investments and the entire share capitalhd¢h is owned by one or more individuals,
each of whom is an accredited investor; or (buattfwhere the trustee is not an accredited invegtoose sole purpose is to hold investments
and each beneficiary is an accredited investoreshaebentures and units of shares and debewifutiest corporation or the beneficiaries'
rights and interest in that trust shall not be dfarable for six months after that corporationhat trust has acquired the shares under
Section 275 except: (1) to an institutional investoder Section 274 of the Securities and FuturgsoAto a relevant person, or any person
pursuant to Section 275(1A), and in accordance thighconditions, specified in Section 275 of theuB#ies and Futures Act; (2) where no
consideration is given for the transfer; or (3)dperation of law.

The securities have not been and willbeotegistered under the Financial Instrumentskawthange Law of Japan (the Financial
Instruments and Exchange Law) and each undervréieragreed that it will not offer or sell any sé@es, directly or indirectly, in Japan or to,
or for the benefit of, any resident of Japan (whem as used herein means any person resideapamn,Jincluding any corporation or other
entity organized under the laws of Japan), or heist for re-offering or resale, directly or inditlgcin Japan or to a resident of Japan, except
pursuant to an exemption from the registration iregoents of, and otherwise in compliance with, Fireancial Instruments and Exchange Law
and any other applicable laws, regulations andstenial guidelines of Japan.
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CONFLICT OF INTEREST

In September 2007, we sold shares oSauies D preferred stock to certain investorsy aftéch sale certain entities affiliated with
Goldman, Sachs & Co., the co-lead underwriterfigs offering, held approximately 4.8% of the outstimg shares of our capital stock on an as
converted, fully diluted basis. In March of 2008 wold additional shares of our Series D prefestadk and completed the sale of our
Series D1 preferred stock to certain investors, after wisale certain entities affiliated with Goldman, B&é: Co. held approximately 7.0%
the outstanding shares of our capital stock onsazpaverted, fully diluted basis. In connectionhM@oldman, Sachs & Co.'s investment, our
Stockholders' Agreement was amended to provider@ag Sachs & Co. the right to nominate one diretct@mur board. Goldman, Sachs &
has nominated Gaurav Bhandari pursuant to thid.rigie Stockholders' Agreement (other than thestegtion rights provision provided
therein) will terminate upon completion of thiserfihg after which Goldman, Sachs & Co.'s rightéonmate a director will terminate.
Goldman, Sachs & Co.'s Series D-1 preferred staak automatically converted into Series D prefestedk in May 2008 upon the expiration
of the applicable waiting period under the Hart{6&mdino Antitrust Improvements Act of 1976, asearded.

Pursuant to our amended and restatetficatet of incorporation, each share of ConvertiBlries D Preferred Stock automatically
converts to common stock on a two-to-one basigestito adjustments for stock splits, dilutive iasues and similar events, upon the
Company's initial underwritten public offering rét#ng in gross proceeds to the Company and/orrggBtockholders of not less than
$100 million with a per share offering price to fhablic of not less than $11.553. If shares of Gutible Series D Preferred Stock are
automatically converted into common stock and tierimg price is less than the greater of (i) $T6p@r share of common stock and (ii) the
lesser of (A) $18.00 per share of common stock(8)é&n amount equal to two times the sum of (1)Gbavertible Series D Preferred Stock
original purchase price and (2) the amount of astttout unpaid Convertible Series D Preferred Stticklends, if any, each share of
Convertible Series D Preferred Stock will be coteginto shares of common stock having a valuelaquhe greater of (y) $7.50 per share of
Convertible Series D Preferred Stock, and (z) thev@rtible Series D Preferred Stock original pusghgrice plus accrued and unpaid
Convertible Series D Preferred Stock dividendany; provided further, that if the amount providedlause (y) is greater than the amount
provided in clause (z), the number of the shareonfmon stock received upon conversion will be ceduto the extent necessary, but in no
event to an amount less than the amount providethirse (z), for the Convertible Series D PrefeBestk internal rate of return to be equal to
(but not to exceed) the Convertible Series C PrefeBtock internal rate of return. The current Gotikle Series D Preferred Stock conversion
price is $12.00, subject to adjustments provideddin. The shares of Convertible Series D Prefedtedk accrue dividends cumulatively,
whether or not declared, at a rate of 9% per anamdhare compounded quarterly on the last day otMalune, September and December.
Assuming that the closing of this offering occumsJanuary 31, 2011, the initial public offeringgeriof $17.00 per share would not result in an
increase in the conversion ratio of our Convertftdgies D Preferred Stock in accordance with thraédiately preceding adjustment equation.

Because Goldman, Sachs & Co. is an uniterwGoldman, Sachs & Co. is deemed to have aflicb of interest" under Rule 5121 of t
Financial Industry Regulatory Authority. Accordiggthis offering will be made in compliance witretapplicable provisions of Rule 5121.
Rule 5121 requires that a "qualified independeidteawriter* meeting certain standards participatthepreparation of the registration
statement and prospectus and exercise the usndbstis of due diligence with respect thereto. Mor§tanley & Co. Incorporated has agreed
to act as a "qualified independent underwriter'himithe meaning of Rule 5121 in connection witls thifering. Morgan Stanley & Co.
Incorporated will not receive any additional comgetion for acting as a qualified independent undésw We have agreed to indemnify
Morgan Stanley & Co. Incorporated against certaihilities incurred in connection with acting a%qaalified independent underwriter,”
including liabilities under the Securities Act.
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LEGAL MATTERS

The validity of the shares of common ktoffered hereby will be passed upon for us by hait& Watkins LLP, Los Angeles,
California. Simpson Thacher & Bartlett LLP, Pala@lCalifornia, is acting as counsel to the undéess. An affiliate and certain partners of
Latham & Watkins LLP own shares of preferred sttheit will convert into a number of shares of commstotk equal to less than one percent
of our total common shares outstanding after tffexring.

EXPERTS

The consolidated financial statementsfddecember 31, 2008 and 2009 and for the nine-mpetiod ended December 31, 2007 and for
the years ended December 31, 2008 and 2009 inclodbi prospectus have been so included in rediam the report of
PricewaterhouseCoopers LLP, an independent registmrblic accounting firm, given on the authorifysaid firm as experts in auditing and
accounting.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registratiteitement on Form S-1 under the Securities Adt reispect to the shares of common stock
offered hereby. This prospectus, which constitatpart of the registration statement, does notasorl of the information set forth in the
registration statement or the exhibits and schedilkd therewith. For further information aboutarsd the common stock offered hereby, we
refer you to the registration statement and thébishand schedules filed thereto. Statements auedan this prospectus regarding the cont
of any contract or any other document that is fdscan exhibit to the registration statement atenacessarily complete, and each such
statement is qualified in all respects by refereioaie full text of such contract or other docutfdad as an exhibit to the registration
statement. Following this offering, we will be réead to file periodic reports, proxy statements attter information with the SEC pursuant to
the Securities Exchange Act of 1934. You may reaticpy this information at the Public Referencemf the SEC, 100 F Street, N.E.,
Room 1580, Washington, D.C. 20549. You may obtaformation on the operation of the Public RefereRoem by calling the SEC at 1-800-
SEC-0330. The SEC also maintains a website thaazanreports, proxy statements and other infoilmnadibout issuers, like us, that file
electronically with the SEC. The address of this isi www.sec.gov.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of Demand Media, Inc.:

In our opinion, the accompanying consatkd balance sheets and the related consolidatsirsnts of operations, stockholders' deficit
and cash flows present fairly, in all material s, the financial position of Demand Media, laed its subsidiaries (the "Company") as of
December 31, 2009 and 2008 and the results of dipeirations and their cash flows for the years ém2kcember 31, 2009 and 2008 and the
nine-month period ended December 31, 2007 in camifgiwith accounting principles generally accepiethe United States of America.
These financial statements are the responsibifitiieo Company’'s management. Our responsibilitg Exjpress an opinion on these financial
statements based on our audits. We conducted dits af these statements in accordance with thedatas of the Public Company
Accounting Oversight Board (United States). Thdsedards require that we plan and perform the dadibtain reasonable assurance about
whether the financial statements are free of nmaltaerisstatement. An audit includes examining, eesabasis, evidence supporting the amc
and disclosures in the financial statements, asge®e accounting principles used and signifiestimates made by management, and
evaluating the overall financial statement preg@naWe believe that our audits provide a reastmbasis for our opinion.

/sl PricewaterhouseCoopers LLP

Los Angeles, Californii

April 30, 2010, except for Notes 19 and 20 to tharicial

statements as to which the date is August 6, 2B&evisions to the previously issued financiateahents disclosed in Note 2, as to which
the date is January 3, 2011, and the reverse stildisclosed in Note 1,

as to which the date is January 21, 2(
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Assets
Current assel
Cash and cash equivalel

Demand Media, Inc. and Subsidiaries
Consolidated Balance Sheets
(Information at September 30, 2010 is unaudited)

(In thousands, except per share amounts)

December 31, September 30,
2008 2009 2010 2010
(Pro Forma,

(unaudited) unaudited)

$ 8598¢ $ 47,60¢ $ 29,23( % 29,23(

Marketable securitie 17,507 2,30( — —
Accounts receivable, n 14,69¢ 18,64: 24,39¢ 24,39¢
Prepaid expenses and other current a: 5,15¢ 5,94: 6,73¢ 6,73¢
Deferred registration cos 33,59 36,56: 43,36¢ 43,36¢
Deposits with registrie 1,757 42¢ 67¢ 67¢
Total current asse 158,69 111,48: 104,40¢ 104,40t
Deferred registration costs, less current por 6,45( 7,087 7,83¢ 7,83¢
Deferred tax asse 4,377 1,91°¢ 1,87¢ 1,87¢
Property and equipment, r 28,95 30,64: 35,107 35,107
Intangible assets, n 98,82: 88,83 99,04: 99,04
Goodwill 225,20: 224,92 224,92( 224,92
Other asset 3,89¢ 2,90¢ 5,852 5,85:
Total asset $526,40. $ 467,790 $ 479,047 $ 479,04

Liabilities, Convertible Preferred Stock and Stocklolders' Equity

(Deficit)
Current liabilities

Accounts payabl

Accrued expenses and other liabilit

Deferred tax liabilities

Deferred revenu

Notes payabli

Total current liabilities

Revolving line of credi
Deferred revenue, less current port
Other liabilities

Total liabilities

$ 6,09 $ 5991 $ 5400 $ 5,40(

16,74: 20,85 27,34: 27,34:
13,58t 13,33¢ 15,27 15,27
48,01( 52,33¢ 61,41¢ 61,41¢
10,00( — — —
94,43! 92,52% 109,42 109,42¢
55,00( 10,00( — —
11,52¢ 12,91: 14,28( 14,28(
43¢ 1,681 1,08( 69:
161,39 117,11! 124,78¢ 124,40:

Commitments and contingencies (Note

Convertible preferred stoc

Convertible Series A Preferred Stock, $0.0001 pédwer.
Authorized 85,000 shares; issued and outstandif@B8Shares at
December 31, 2009 and 2008, and September 30,(26a0dited);
no shares outstanding September 30, 2010, pro faguregate
liquidation preference of $152,462 and $159,50Gdlited) at
December 31, 2009 and September 30, 2010, respkt 122,16¢ 122,16¢ 122,16¢ —
Convertible Series B Preferred Stock, $0.0001 pée:
Authorized 15,000 shares; issued and outstanditti®hares at
December 31, 2009 and 2008, and September 30,(26a0dited);
no shares outstanding September 30, 2010, pro faguregate
liquidation preference of $19,007 and $19,442 (ditad) at
December 31, 2009 and September 30, 2010, respkt 17,00( 17,00( 17,00( —
Convertible Series C Preferred Stock, $0.0001 phrev
Authorized 27,000 shares; issued and outstandif@fZ6&hares at
December 31, 2009 and 2008, and September 30,(26a0dited);
no shares outstanding September 30, 2010, pro faguregate
liquidation preference of $122,147 and $127,79@uadlited) at
December 31, 2009 and September 30, 2010, respkt 100,09¢ 100,09¢ 100,09¢ —
Convertible Series D Preferred Stock, $0.0001 parer
Authorized 26,150 shares; issued and outstandifgD@Zhares at
December 31, 2009 and 2008, and September 30,(26a0dited);
no shares outstanding September 30, 2010, pro faguregate
liquidation preference of $164,457 and $175,984dlited) at

December 31, 2009 and September 30, 2010, respkt 134,48t 134,48t 134,48t —
Total convertible preferred stor 373,75« 373,75 373,75« —
Stockholders' equity (defici
Common Stock, $0.0001 par value. Authorized 5008)@0es; issued
and outstanding 14,473, 14,525, and 15,217 shai@scember 31,
2008 and 2009, and September 30, 2010 (unaudiesg)ectively;
77,450 issued and outstanding pro forma at Septe@th010
(unaudited; 1 1 2 8
Additional paic-in capital 15,64¢ 23,67 33,67: 407,80t
Accumulated other comprehensive incc 55 16¢ 107 107
Accumulated defici (24,45)) (46,929 (53,27¢) (53,27¢)
Total stockholders' equity (defic (8,74¢) (23,079 (19,49¢) 354,64!

Total liabilities, convertible preferred stock astdckholders' equit



(deficit) $ 526,40. $467,79C $ 479,047 $ 479,04

The accompanying notes are an integral part okthessolidated financial statements.
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Demand Media, Inc. and Subsidiaries
Consolidated Statements of Operations
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)

(In thousands, except per share amounts)

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
(unaudited)
Revenue: $ 102,29' $170,25( $198,45. $ 142,96! $ 179,35
Operating expenst
Service costs (exclusive of
amortization of intangible
assets shown separately
below) 57,83 98,18¢ 114,53¢ 82,99¢ 95,20¢
Sales and marketir 3,601 15,31( 20,04 14,37 16,80¢
Product developmel 10,96¢ 14,25: 21,657 15,40¢ 19,13¢
General and administrati\ 19,58¢ 28,07( 28,47¢ 21,197 27,03t
Amortization of intangible
assett 17,39: 33,20« 32,15: 24,25:¢ 24,48:
Total operating expens 109,37¢ 189,02( 216,86¢ 158,22¢ 182,66°
Loss from operation (7,080 (18,770 (18,41¢ (15,269 (3,310
Other income (expens
Interest incomt 1,41t 1,63¢€ 494 28t 19
Interest expens (1,24%) (2,137 (1,759 (1,508 (517
Other income (expense), r (999) (250) (19 2 (164
Total other expens (829) (745) (1,284 (2,225 (662)
Loss before income tax (7,910 (19,51 (29,700 (16,489 (3,972)
Income tax (benefit) provisic (2,297 (4,617) 2,771 2,04¢ 2,38
Net loss (5,617 (14,909 (22,47) (18,53¢) (6,359
Cumulative preferred stoc
dividends (14,059 (28,209 (30,849 (22,85%) (24,649
Net loss attributable t
common stockholdel $ (19,676 $ (43,119 $ (53,319 $ (41,399 $ (31,009
Net loss per shar
Basic and dilute $ (428 $ (B2 $ 479 $ (3.82) $ (2.32)
Weighted average number
shares 4,631 8,18¢ 11,15¢ 10,82! 13,35(

Pro forma net loss per sha
Basic and dilute:
(unaudited’ $ (0.3)) $ (0.0¢)

Weighted average number
shares used in computing
pro forma net loss per
share:
Basic and diluted
(unaudited’ 72,83 75,02:

The accompanying notes are an integral part oktheasolidated financial statements.
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Demand Media, Inc. and Subsidiaries
Consolidated Statements of Stockholders' Deficit
(Information for the nine-month period ended Septenber 30, 2010 is unaudited)

(In thousands, except per share amounts)

Additional Accumulated
Common stock gggjitg? comp?r?k?énsive Accumulated stoclﬁgj}lders'
Shares Amount amount income deficit deficit
Balance at March 31,
2007 11,06: $ 1$ 1,727 $ — $ (393) % (2,209
Issuance of commc
stock 27¢ — 57C — — 57C

Grant of restricted

stock purchase

rights 2,627 — 251 — — 251
Proceeds from the

exercise of stock

options 14E — 69 — — 69
Repurchase ¢

restricted stocl (187) — — — — —
Stock-based

compensation

expense — — 3,721 — — 3,721
Unrealized gain on

marketable

securities — — — 4 — 4
Net loss — — — — (5,617%) (5,617
Comprehensive los (5,617
Balance at

December 31, 200" 13,91% 1 6,33¢ 4 (9,549 (3,205

Grant of restrictes

stock purchase

rights 221 — 18 — — 18
Issuance of warrants

purchase common

stock — — 3,47¢ — — 3,47¢
Proceeds from th

exercise of stock

options 34¢ 37€ — — 37¢€
Repurchase ¢

restricted stocl (13 — — — — —
Stoclk-basec

compensation

expense — — 5,36¢ — — 5,36¢
Exchange of warran

to purchase

Convertible —
Series C preferre

stock into commor

stock warrant: — — 77 — — 77
Unrealized gain ol

marketable

securities — — — 51 51
Net loss — — — — (14,909 (14,909
Comprehensive los (14,857
Balance at

December 31, 200¢ 14,47: 1 15,64¢ 55 (24,45)) (8,74¢€)

Proceeds from the
exercise of stock
options 28¢ — 591 — — 591



Repurchase of

restricted stocl (237) — — — — —
Stoclk-basec

compensation

expense — — 7,43 — — 7,437
Unrealized loss o

marketable

securities — — — (55) _ (55)
Foreign currenc

translation

adjustmen — — — 16¢ — 16¢
Net loss — — — — (22,47)) (22,47))

Comprehensive los (22,302

Balance at

December 31, 200¢ 14,52t 1 23,67: 16¢ (46,929 (23,079
Grant of restricted

stock purchase

rights (unaudited 20C — — — — —
Proceeds from the

exercise of stock

options (unauditec 492 1 1,044 — — 1,04
Issuance of warrants

purchase common

stock (unaudited — — 1,88( — — 1,88(
Stoclk-basec

compensation

expense (unauditer — — 7,072 — — 7,07¢
Foreign currenc

translation

adjustment

(unaudited — — — (62 — (62
Net loss (unauditec — — — — (6,359 (6,359
Comprehensive loss

(unaudited — — — — — (6,416

Balance at

September 30, 201
(unaudited) 15217 $ 2 $ 3367. % 107 $ (53,27¢ $  (19,49¢

The accompanying notes are an integral part oktheasolidated financial statements.
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Demand Media, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)

(In thousands, except per share amounts)

. Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31
2007 2008 2009 2009 2010
(Unaudited)

Cash flows from operating activities
Net loss $ (5,617 $ (14,909 $ (22,47) $ (18,53¢) $ (6,359
Adjustments to reconcile net loss to net cash

provided by operating activitie

Depreciation and amortizatic 20,98 43,71( 47,11¢ 34,89: 37,44¢
Deferred income taxe (2,297) (5,085) 2,20¢ 1,61% 1,971
Stoclk-based compensatic 3,67( 5,071 7,171 5,291 6,85¢
Other 1,10¢ 742 (311) 54C 28¢

Change in operating assets and liabilities, ne
effect of acquisition

Accounts receivable, n (3,490 (854) (4,172) (2,98%) (5,84%
Prepaid expenses and other current a: (1,144 (911) (437) (554) (51)
Deferred registration cos (8,375) (3,719 (3,60¢) (4,339 (7,554
Deposits with registrie 1,59¢ 24¢€ 1,32¢ 1,06¢ (250)
Other asset (39) 90C 1,34t 902 321
Accounts payabl (352) 2,55¢ 1,10(C 1,91 (692)
Accrued expenses and other liabilit 4,14( (1,254 4,247 2,252 4,11(
Deferred revenu 9,352 9,44° 5,71¢ 6,43: 10,44+
Net cash provided by operating activit 19,54 35,94 39,23: 28,49: 40,69:
Cash flows from investing activities
Purchases of property and equipm (10,73%H (20,109 (15,32) (12,03¢) (16,540
Purchases of intangible ass (12,239 (19,31) (22,707 (14,61)) (34,407
Purchases of marketable securi (49,22)) (68,707) (48,91¢) (47,41¢) (975)
Proceeds from maturities and sales of markete
securities 11,63¢ 88,831 64,06¢ 40,64( 3,27t
Investment in equi-tmethod investee (230) (58) — — —
Cash paid for acquisitions, net of cash acqu (38,297) (60,12¢) (525) (525) —
Other investing activitie 1,07( 60€ 60¢ (400 —
Net cash used in investing activiti (98,01¢) (78,86%) (22,79) (34,34 (48,647)
Cash flows from financing activities
Proceeds from line of crec 17,70( 55,00( 37,00( 37,00( —
Payments on line of crec (17,750 — (82,000 (42,000 (10,000
Repayment of notes payat (12,499 (4,000 (10,000 (10,000 —
Capital lease obligation principal pz ) (24) (581) (437) (415)
Proceeds from issuances of common stock,
restrictec —
common stock and exercises of stock opti 81¢ 37€ 591 314 1,02¢
Proceeds from issuances of preferred s 100,30( 35,00( — — —
Other financing activitie (304) (20¢) — — (980)
Net cash provided by (used in) financ
activities 88,26: 86,14« (54,99() (15,129 (10,367
Effect of foreign currency on cash and cash
equivalents — — 16¢ 31 (62)
Change in cash and cash equival 9,79( 43,224 (38,38 (20,94%) (18,37¢%)
Cash and cash equivalents, beginning of pe 32,97¢ 42,76 85,98¢ 85,98¢ 47,60¢
Cash and cash equivalents, end of pe $ 42768 $ 85,98¢ $ 47,60¢ $ 65,04. $ 29,23(

The accompanying notes are an integral part oktheasolidated financial statements.
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Demand Media, Inc. and Subsidiaries
Consolidated Statements of Cash Flows (Continued)
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)

(In thousands, except per share amounts)

Nine Months Year ended Nine Months ended
ended December 31, September 30,
December 31
2007 2008 2009 2009 2010

(unaudited)  (unaudited)
Supplemental disclosure of cash flow
Cash paid for intere: $ 1,14¢  $ 1,061 $ 2,12¢ $ 1,94¢ $ 28t
Cash paid for income tax 10% 64 17& 122 17&

Supplemental disclosure of noncash investing

and financing activities
Issuance of common stock warrants in consider.

for the LIVESTRONG.com license, services a

endorsement right — 3,47¢ — — —
Issuance of common stock warrants in consider.

for the website development, endorsement ar

license agreement with Tyra Bar — — — — 1,88(
Issuance of promissory notes payable for acquie

of Pluck Corp. — 10,00( — — —
Deferred acquisition considerati 65E 50C — — —
Issuance of restricted stock purchase rights for

acquisition of asse’ — 18 — — —
Issuance of common stock for acquisition of as 70 — — — —
Exchange of warrants to purchase Convertible

Series C Preferred Stock to common stock

warrants — 77 — — —
Capitalized stoc-based compensatit 52 714 70C 567 65€
Property and equipment purchased through acc

payable and accrued expen 65¢ 23¢ 70¢ 601 2,31¢
Intangible assets purchased through accounts

payable and accrued expen 99 201 12¢ 5 621

The accompanying notes are an integral part oktheasolidated financial statements.
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Demand Media, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)

(In thousands, except per share amounts)
1. Company Background and Overview

Demand Media, Inc., together with its solidated subsidiaries (the "Company") is a Delanarporation headquartered in Santa
Monica, California. The Company's business is fedusn an Internet-based model for the professicmeation of content at scale, and is
comprised of two distinct and complementary seraifferings, Content & Media and Registrar. Sinceréha23, 2006, the Company has
completed a number of acquisitions and has accddatehem as business combinations (see Note 18inBss Combinations).

Content & Media

The Company's Content & Media servicerifig is engaged in creating lotiged media content, primarily consisting of texticles anc
videos, and delivering it along with its social ieednd monetization tools to the Company's ownetagerated and network of customer
websites. Content & Media services are deliveredutsh the Company's Content & Media platform, whittludes its content creation studio,
social media applications and a system of monétizabols designed to match content with advertiset® in a manner that is optimized for
revenue yield and end-user experience.

Registrar

The Company's Registrar service offepmyides domain name registration and related vatlgeed service subscriptions to third parties
through its wholly owned subsidiary, eNom.

Change in Year-End

Effective with the year ended December28ID7, the Company changed its fiscal year-enuh fibarch 31 to December 31 and as such,
the Company's financial statements for the periatbd December 31, 2007 represent a nine-monthdpdm April 1, 2007 to December 31,
2007 (See Note 22—Change in Year End).

Reverse Stock-Split

In October 2010, the Company's stockhsldpproved a 1-for-2 reverse stock split of itsstanding common stock, and a proportional
adjustment to the existing conversion ratios farheseries of preferred stock which was effectedamuary 21, 2011. Accordingly, all share
per share amounts for all periods presented iretbessolidated financial statements and notestthdrave been adjusted retrospectively,
where applicable, to reflect this reverse split adgistment of the preferred stock conversion ratio

2. Summary of Significant Accounting Policies

A summary of the significant accountirgligies consistently applied in the preparationhaf accompanying consolidated financial
statements follows.

Principles of Consolidation

The consolidated financial statementfuihe the accounts of Demand Media, Inc. and itsliytoovned subsidiaries. Acquisitions are
included in the Company's consolidated financialeshents from
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Demand Media, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Contired)
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)
(In thousands, except per share amounts)

2. Summary of Significant Accounting Policies (Corihued)

the date of the acquisition. The Company's purchaseunting resulted in all assets and liabiliGéacquired businesses being recorded at
estimated fair values on the acquisition datessiglificant intercompany transactions and balatea® been eliminated in consolidation.

Investments in affiliates over which tBempany has the ability to exert significant infiae, but does not control and is not the primary
beneficiary of, including NameJet, LLC ("NameJedl)e accounted for using the equity method of acting. Investments in affiliates which
the Company has no ability to exert significantuefice are accounted for using the cost methodadfumting. The Company's proportional
shares of affiliate earnings or losses accountedrider the equity method of accounting, whichravematerial for all periods presented, are
included in other income (expense) in the Compargrsolidated statements of operations. Affiliatechpanies are not material individually
in the aggregate to the Company's financial pasitiesults of operations or cash flows for anygetpresented.

Unaudited Interim Financial Information

The accompanying interim consolidatecbeé sheet as of September 30, 2010, the consulidittements of operations and cash flows
for the nine-month periods ended September 30, 2682010 and the consolidated statement of stéais) deficit for the nineaonth perioc
ended September 30, 2010 are unaudited. Theseitewinderim financial statements have been preparaccordance with U.S. generally
accepted accounting principles. In the opiniorhef Company's management, the unaudited interimotidaged financial statements have been
prepared on the same basis as the audited cortedlifi@ancial statements and include all adjustsiemhich include only normal recurring
adjustments, necessary for the fair statementeo€thmpany's statement of financial position asegft&mber 30, 2010 and its results of
operations and its cash flows for the nine-monttiopls ended September 30, 2009 and 2010. The sdsulthe nine-month period ended
September 30, 2010 are not necessarily indicafitieeoresults expected for the full year.

Unaudited Pro Forma Balance Sheet and Net Loss P&hare

In August 2010, the Company's board céatbrs approved the filing of an initial publidefing of the Company's common stock. If the
initial public offering is consummated, all of thenvertible preferred stock outstanding at SepterBBe2010 will automatically convert into
61,842 shares of common stock, including 170 shafreemmon stock which will be issued to the Sebesreferred stockholders due to the
adjustment mechanism to the conversion ratio oBStiiges D preferred stock described in Note 15, veaudlants to purchase common stock or
convertible preferred stock will automatically metercise to 390 shares of common stock based daithealue of the Company's common
stock as of September 30, 2010. The unauditedgonod balance sheet gives effect to the converditimeqpreferred stock and reclassification
of the preferred stock warrant liability to additad paid-in capital as of September 30, 2010.

Unaudited pro forma basic and dilutedlos$ per common share for the year ended Dece®ih@009 and the nine-month period ended
September 30, 2010 have been computed to givet éffeice conversion of the Company's convertiblfgrred stock (using the if-converted
method) into common stock as though the convetsamhoccurred as of January 1, 2009.
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Demand Media, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Contired)
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)
(In thousands, except per share amounts)
2. Summary of Significant Accounting Policies (Corihued)
Use of Estimates

The preparation of the consolidated foianstatements in conformity with accounting piptes generally accepted in the United States
of America requires management to make estimat@sssumptions that affect the reported amountssita and liabilities, the disclosure of
contingent assets and liabilities at the date effitancial statements, and the reported amoun&vehues and expenses during the reporting
period. Significant items subject to such estimatas$ assumptions include revenues, allowance fabtfid accounts, fair value of marketable
securities, fair value of the revolving line of ditand notes payable, investments in equity irststefair value of issued and acquired stock
warrants, the assigned value of acquired assetassued liabilities in business combinations, uldefes and impairment of property and
equipment and intangible assets, goodwill, theviaiue of the Company's equity-based awards, afedréd income tax assets and liabilities.
Actual results could differ materially from thos&timmates. On an ongoing basis, the Company evalitatestimates compared to historical
experience and trends, which form the basis foringgjudgments about the carrying value of assedsliabilities.

Cash and Cash Equivalents

The Company considers all highly liquidéstments with a maturity of 90 days or less atittne of purchase to be cash equivalents.
Company considers funds transferred from its crealidl service providers but not yet deposited itstbank accounts at the balance sheet ¢
as funds in transit and these amounts are rec@sledrestricted cash, since the amounts are ghneettled the day after the outstanding date.
Cash and cash equivalents totaled $85,989, $4280&29,230 (unaudited) at December 31, 2008 a@f, 2thd September 30, 2010,
respectively, and consist primarily of checking@aats, money market accounts, money market fumisshort-term certificates of deposit.

Restricted Cash

As of December 31, 2008, restricted eamsisists of a holdback initially withheld by ther@pany to secure indemnification obligations
from the selling shareholders of The Daily Plate(blote 18—Business Combinations), as well as atadweld on deposit with credit card
service providers to provide security for creditdcehargebacks. As of September 30, 2010 and Deme®ib 2009, restricted cash consists of
amounts held on deposit with certain credit cardise and Internet payment providers, including ante to provide security for credit card
chargebacks. The amounts held on deposit withtocedil providers, which are withheld monthly, resengt a small percentage of the credit
card and Internet payments processed and are edniitthe Company on a rolling basis every 90 dalge. Company classifies restricted cash
held on deposit with credit card service providess noncurrent asset since the credit card resemen released on a rolling basis are offset
by reserves withheld from current credit card teations, and therefore are not available to be irsedrrent operations. As of December 31,
2008 and 2009, and September 30, 2010, restriet&tl lzalances of $608, $83 and $66 (unaudited)ecésply, are included in other non-
current assets.
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Demand Media, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Contired)
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)
(In thousands, except per share amounts)
2. Summary of Significant Accounting Policies (Corihued)
Investments in Marketable Securities

Investments in marketable securitiesracerded at fair value, with the unrealized gaimd l@sses if any, net of taxes, reported as a
component of shareholders' deficit until realizediatil a determination is made that an other-ttemporary decline in market value has
occurred.

When the Company does not intend tossdibt security, and it is more likely than nott t@ Company will not have to sell the secu
before recovery of its cost basis, it recognizescdtedit component of an other-than-temporary inmpaint of a debt security in earnings and the
remaining portion in other comprehensive incomee Tredit loss component recognized in earningsastified as the amount of principal ¢
flows not expected to be received over the remgiténm of the security as projected based on dashgdrojections. The Company did not
have any securities with other-than-temporary impent at December 31, 2008 and 2009, and Septe30h@010 (unaudited).

In determining whether other-th@mporary impairment exists for equity securitimgnagement considers: (1) the length of time ae
extent to which the fair value has been less thet, ¢2) the financial condition and near-term pexds of the issuer and (3) the intent and
ability of the Company to retain its investmenthe issuer for a period of time sufficient to alléov any anticipated recovery in fair value. The
Company determined that no impairment of its equoigrketable securities existed at December 31, 20082009, and September 30, 2010
(unaudited).

The cost of marketable securities solobised upon the specific identification method amg realized gains or losses on the sale of
investments are reflected as a component of irtteresme or expense. The unrealized gains or lossehort-term marketable securities were
not significant for the years ended December 3092ihd 2008 and the nine-month period ended Deaegih007.

In addition, the Company classifies méakée securities as current or non-current based whether such assets are reasonably
expected to be realized in cash or sold or consudngdg the normal operating cycle of the business.

Accounts Receivable
Accounts receivable primarily consistofiounts due from:

. Third parties who provide advertising serviceshts Company's owned and operated websites in exetfang share of th
underlying advertising revenue. Accounts receivétam third parties are recorded as the amounte®févenue share as
reported to the Company by the advertising netwariégare generally due within 30 to 45 days froerttonthend in which the
invoice is generated. Certain accounts receivabla these parties are billed quarterly and arevdtten 45 days from the
guarter-end in which the invoice is generated, amechon-interest bearing;

. Social media services customers and include (pwatcset-up fees, which are generally billed anltected once set-up services

are completed, (ii) monthly recurring services, ethare billed in advance of services on a quartarijonthly basis,
(iii) account overages, which are billed when imedrand contractually due, and (iv) consulting e, which are generally
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billed in the same manner as set-up fees. Accoentivable from social media customers are recoati¢ite invoiced amount,
are generally due within 30 days and are non-istdyearing;

. Direct advertisers who engage us to deliver brardiertising impressions. Accounts receivable fdiract advertisers al
recorded at negotiated advertising rates (custdyr@ased on advertising impressions) and as tlaeladvertising is delivered
over the Company's owned and operated websitesctCadvertising accounts receivables are due wabito 60 days from the
date the advertising services are delivered arteldyiand,

. Customers who syndicate the Company's contenttbearwebsites in exchange for a share of relatkeidising revenue.
Accounts receivable from these customers are redaoatithe revenue share as reported by the unoigrtyistomers and are due
within 30 to 45 days.

The Company's Registrar services areguilynconducted on a prepaid basis or through teadid or Internet payments processed at the
time a transaction is consummated, and as suclGdhany does not carry receivables related tethasiness activities.

Receivables from registries representmééble amounts for registrations that were placedutorenew status by the registries, but w
not explicitly renewed by a registrant as of theabee sheet dates. Registry services accounts/adbeiis recorded at the amount of registre
fees paid by the Company to a registry for all sggtions placed on auto-renew status. Subsecoidiné fapse of a prior registration period, a
registrant either renews the applicable domain naittethe Company, which results in the applicatidithe refundable amount to a
consummated transaction, or the registrant letsldineain name registration expire, which resulta nefund of the applicable amount from a
registry to the Company.

The Company maintains an allowance farfdinl accounts to reserve for potentially uncdilgle receivables from its customers based
on its best estimate of the amount of probables§s existing accounts receivable. The Compangraghes the allowance based on analysis
of historical bad debts, advertiser concentratiadsertiser credit-worthiness and current econdrsitds. In addition, past due balances over
90 days and specific other balances are reviewdididually for collectibility at least quarterly.

The allowance for doubtful account aggifor the nine-month period ended December 31720 the years ended December 31, 2008
and 2009 is as follows:

Balance at Charged to
beginning of costs and Write-offs, net Balance at end
period expenses of recoveries of period
Allowance for doubtful accounts:
December 31, 200 $ 10z $ 40 $ — % 142
December 31, 200 143 672 402 412
December 31, 200 41¢ 17¢& 19¢ 392

Long-lived Assets

The Company evaluates the recoverahfitpng-lived assets with finite useful lives fonpairment when events or changes in
circumstances indicate that the carrying amousinodsset
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group may not be recoverable. Such trigger evemthanges in circumstances may include: a sigmfidacrease in the market price of a long-
lived asset, a significant adverse change in thenéxr manner in which a long-lived asset is beisgd, significant adverse change in legal
factors or in the business climate, including thiesilting from technology advancements in the &tigh) the impact of competition or other
factors that could affect the value of a long-liabet, a significant adverse deterioration iratheunt of revenue or cash flows we expect to
generate from an asset group, an accumulationst$ significantly in excess of the amount origip&kpected for the acquisition or
development of a lonived asset, current or future operating or castvflosses that demonstrates continuing losses iassdavith the use of
long-lived asset, or a current expectation thatenigely than not, a long-lived asset will be soldotherwise disposed of significantly before
the end of its previously estimated useful lifeeT®@ompany performs impairment testing at the ageetp level that represents the lowest level
for which identifiable cash flows are largely inéggent of the cash flows of other assets and iligsil If events or changes in circumstances
indicate that the carrying amount of an asset groap not be recoverable and the expected undisedduature cash flows attributable to the
asset group are less than the carrying amounedddbet group, an impairment loss equal to thesexafethe asset's carrying value over its fair
value is recorded. Fair value is determined baped estimated discounted future cash flows. Thrddbgbember 31, 2009 and September 30,
2010 (unaudited), the Company has identified ndx $upairment loss. Assets to be disposed of woelddparately presented on the balance
sheets and reported at the lower of their carrgimgunt or fair value less costs to sell, and wawldonger be depreciated or amortized.

Property and equipmer

Property and equipment are stated atlesstaccumulated depreciation. Depreciation ispeged using the straight-line method over the
estimated useful lives of the assets. Computempegemt is amortized over two to five years, softwiareamortized over two to three years, and
furniture and fixtures are amortized over sevetetoyears. Leasehold improvements are amortizad@yktrline over the shorter of the
remaining lease term or the estimated useful lbfebe improvements ranging from one to ten yedpon the sale or retirement of property or
equipment, the cost and related accumulated depi@tior amortization is removed from the Compafigancial statements with the resulting
gain or loss reflected in the Company's resultspafrations. Repairs and maintenance costs are ssgh@s incurred. In the event that property
and equipment is no longer in use, the Companyredgidrd a loss on disposal of the property andgment, which is computed as the net
remaining value (gross amount of property and ageipt less accumulated depreciation expense) akthted equipment at the date of
disposal.

Intangibles—Undeveloped Websites

The Company capitalizes costs incurregcguire and to initially register its owned aneé@ied undeveloped websites (i.e. Uniform
Resource Locators). The Company amortizes theds ower the expected useful life of the underlyimgleveloped websites on a straight-line
basis. The expected useful lives of the websiteasarmnge from 12 months to 84 months. The Compatermines the appropriate useful life
by performing an analysis of expected cash flonsetaon historical experience with domain namesnoilar quality and value.
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In order to maintain the rights to eacldeveloped website acquired, the Company paysdienienewal registration fees, which
generally cover a minimum period of 12 months. Tenpany records renewal registration fees of welrsime intangible assets in deferred
registration costs and amortizes the cost overghewal registration period, which is included émsce costs.

Intangibles—Media Content

The Company capitalizes the direct costgrred to acquire its media content that is deiteed to embody a probable future economic
benefit. Costs are recognized as finite lived igthle assets based on their acquisition cost t€tirapany. Direct content costs primarily
represent amounts paid to unrelated third partiesdmpleted content units, and to a lesser exspetifically identifiable internal direct labor
costs incurred to enhance the value of specifiteztrunits acquired prior to their publication.dmal costs not directly attributable to the
enhancement of an individual content unit acquinetlexpensed as incurred. All costs incurred tdogegnd publish content are expensed as
incurred, including the costs incurred for the dngamaintenance of the Company's websites in wiiehlCompany's content is deployed.

Capitalized media content is amortizecatraight-line basis over five years, represgniie Company's estimate of the pattern that the
underlying economic benefits are expected to bkzezhand based on its estimates of the projecist iows from advertising revenues
expected to be generated by the deployment obitteat. These estimates are based on the Compdaysand projections, comparison of the
economic returns generated by its content of coaigarquality and an analysis of historical caslwvfi@enerated by that content to date.
Amortization of media content is included in ammation of intangible assets in the accompanyinggstant of operations and the acquisition
costs are included in purchases of intangible asgihin cash flows from investing activities iretionsolidated Statement of Cash Flows.

Intangibles—Acquired in Business Combinations

The Company performs valuations on eacjuigition accounted for as a business combinati@hallocates the purchase price of each
acquired business to its respective net tangibdeiriangible assets. Acquired intangible assetsidlec trade names, non-compete agreements,
owned website names, customer relationships, téohpomedia content, and content publisher relatigps. The Company determines the
appropriate useful life by performing an analydiexpected cash flows based on historical expee@rfthe acquired businesses. Intangible
assets are generally amortized over their estimagetll lives using the straight line method whagiproximates the pattern in which the
economic benefits are consumed.

Goodwill

Goodwill represents the excess of theé acban acquired entity over the fair value of #oguired net assets. The Company tests goodwill
for impairment annually during the fourth quartéite fiscal year or when events or circumstandesnge that would indicate that goodwill
might be permanently impaired. Events or circumstarwhich could trigger an impairment review indulut are not limited to a significant
adverse change in legal factors or in the busick®ate, an adverse action or assessment by aategulinanticipated competition, a loss of
key personnel, significant
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changes in the manner of the Company's use ofttingirad assets or the strategy for the Companygsathbusiness, significant negative
industry or economic trends or significant undef@enance relative to expected historical or pradduture results of operations.

The testing for a potential impairmengobdwill involves a two-step process. The firgipsis to identify whether a potential impairment
exists by comparing the estimated fair values ef@ompany's reporting units with their respectigekvalues, including goodwill. If the
estimated fair value exceeds book value, goodwitiinsidered not to be impaired and no additiotegissare necessary. If, however, the fair
value of the reporting unit is less than book vathen the second step is performed to determigedtiwill is impaired and to measure the
amount of impairment loss, if any. The amount &f ithpairment loss is the excess of the carryinguarnof the goodwill over its implied fair
value. The estimate of implied fair value of gooliivgi primarily based on an estimate of the disdedrcash flows expected to result from that
reporting unit but may require valuations of certiaiternally generated and unrecognized intangibkets such as the Company's software,
technology, patents and trademarks. If the carrgimgunt of goodwill exceeds the implied fair vatfe¢hat goodwill, an impairment loss is
recognized in an amount equal to the excess.

Operating Leases

For operating leases that include escalaiauses over the term of the lease, the Compagggnizes rent expense on a straight-line
basis and the difference between expense and ampaidt are recorded as deferred rent in currentargiterm liabilities.

Revenue Recognition

The Company recognizes revenue whenklfasic criteria are met: persuasive evidence ofes sarangement exists; performance of
services has occurred, the sales price is fixatbt®rminable, and collectability is reasonably eexduThe Company considers persuasive
evidence of a sales arrangement to be the redegpsigned contract or insertion order. Collecifbis assessed based on a number of factors,
including transaction history with the customer #imel credit worthiness of the customer. If it isedimined that the collection is not reasonably
assured, revenue is not recognized until colledtiecomes reasonably assured, which is generally rgueipt of cash. The Company records
cash received in advance of revenue recognitiateesred revenue.

For arrangements with multiple elemetits, Company allocates revenue to each elemernitdf tie following three criteria have been
met: (i) the delivered item(s) has value to theawmer on a standalone basis; (ii) there is objectind reliable evidence of the fair value of the
undelivered item(s); and, (iii) if a general rigitreturn exists relative to the delivered itemlijudy or performance of the undelivered item(s)
is considered probable and substantially in therobof the Company. If there is objective andable evidence of fair value for all elements in
the arrangement, the Company allocates the tatmhgement fee to each of the elements based arrétetive fair values. If there is objective
and reliable evidence of the fair value of the divdeed element but not the delivered elementGbenpany allocates the total arrangement fee
using the residual method.
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The Company's revenues are principaltivdd from the following services:
Content & Media

Advertising Revenue. Advertising revenue is generated by performavesed Internet advertising, such as cost-persaickcPC, in
which an advertiser pays only when a user clickgoadvertisement that is displayed on the Comjsamyned and operated websites and
customer websites; fees generated by users viawirdyparty website banners and text-link advertisats; fees generated by enabling
customer leads or registrations for partners; aed from referring users to, or from users makimglpases on, sponsors' websites. In
determining whether an arrangement exists, the @osnpnsures that a binding arrangement is in pfageh as a standard insertion order or a
fully executed customer-specific agreement. Obidget pursuant to the Company's advertising revanengement typically include a
minimum number of impressions or the satisfactibthe other performance criteria. Revenue fromgrenfince-based arrangements, including
referral revenues, is recognized as the relatefdqmeance criteria are met. The Company assessebherterformance criteria have been met
and whether the fees are fixed or determinablecbase reconciliation of the performance criteria an analysis of the payment terms
associated with the transaction. The reconciliatibthe performance criteria generally include®mparison of thirgaarty performance data
the contractual performance obligation and to mdéor customer performance data in circumstandesevthat data is available.

When the Company enters into advertisavgnue sharing arrangements where it acts agithany obligor, the Company recognizes
underlying revenue on a gross basis. In determiningther to report revenues gross for the amoufeed received from the advertising
networks, the Company assesses whether it maintansrincipal relationship with the advertisingwerk, whether it bears the credit risk and
whether it has latitude in establishing pricescilsumstances where the customer acts as the priotdigor, the Company recognizes the
underlying revenue on a net basis.

In certain cases, the Company recordsme® based on available and preliminary informaftiom third parties. Amounts collected on
the related receivables may vary from reportedrmdion based upon third party refinement of estdiiand reported amounts owing that
occurs typically within 30 days of the period eRdr the nine-month period ended December 31, 2B@7#/ears ended December 31, 2008 and
2009 and the nine-month periods ended Septemb&089,and 2010 (unaudited), the difference betwieemmounts recognized based on
preliminary information and cash collected wasmaterial.

Subscription Services and Social Median8ees. Subscription services revenue is generatedighrehe sale of membership fees paid
to access content available on certain owned aathtgd websites. The majority of the membershipgedrom 6 to 12 month terms, and
renews automatically at the end of the memberhip tif not previously cancelled. Membership reweirecognized on a straight-line basis
over the membership term.

The Company configures, hosts, and miaisitigs platform social media services under pevabeled versions of software for
commercial customers. The Company earns revenoesifs social media services through initial sefegs, recurring management support
fees, overage fees in excess of standard usags, tench outside consulting fees. Due to the fadtdbeial media services customers
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have no contractual right to take possession oCthvpany's private labeled software, the Compangads for its social media services as
service arrangements, whereby social media serveesues are recognized when persuasive eviddérageasrangement exists, delivery of
service has occurred and no significant obligati@msain, the selling price is fixed or determinalalied collectibility is reasonably assured.

Social media service arrangements mayagomultiple elements, including, but not limited single arrangements containing set-up
fees, monthly support fees and overage billingsa@msulting services. To the extent that consulsiexyices have value on a standalone basis
and there is objective and reliable evidence ofedacedia services, the Company allocates revemeach element based upon each element's
objective and reliable evidence of fair value. @lijee and reliable evidence of fair value for ddraents of a service arrangement is based
the Company's normal pricing and discounting pcastifor those services when such services aresspltately. To date, substantially all
consulting services entered into concurrent withdhiginal social media service arrangements aré¢reated as separate deliverables as such
services are essential to the functionality ofttbsted social media services and do not have valtre customer on a standalone basis. Such
fees are recognized as revenue on a straight-¢ieis lover the greater of the contractual or estichatustomer life once monthly recurring
services have commenced. Fees for other itemeaogmized as follows:

. Customer set-up feesset-up fees are generally paid prior to the comzament of monthly recurring services. The Company
initially defers its set-up fees and recognizesrtiated revenue straight-line over the greatéhefcontractual or estimated
customer life once monthly recurring services hes@menced;

. Monthly support fees:recognized each month at contractual rates; and,

. Overage billings recognized when delivered and at contractuatratexcess of standard usage tel

The Company determines the estimatecmest life based on analysis of historical attritrates, average contractual term and renewal
expectations. The Company periodically reviewsestimated customer life at least quarterly and wdamts or changes in circumstances,
such as significant customer attrition relativexpected historical of projected future resultguscOutside consulting services performed for
customers on a stand-alone basis are recognizsulyats services are performed at contractual.rates

Registrar

Domain Name Registration Service FeesRegistration fees charged to third partiesonnection with new, renewed, and transferred
domain name registrations are recognized on abtréine basis over the registration term, whichgafrom one to ten years. Payments
received in advance of the domain name registradon are included in deferred revenue in the a@amying consolidated balance sheets.
registration term and related revenue recognit@mmraences once the Company confirms that the regpidsimain name has been recorded in
the appropriate registry under contractual perforceastandards. Associated direct and incremensa$ cavhich principally consist of registry
and ICANN fees, are also deferred and amortizestoice costs on a straight-line basis over thistregion term.
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The Company's wholly owned subsidiarypeiNis an Internet Corporation for Assignment ofriés and Numbers ("ICANN")
accredited registrar. Thus, the Company is the gmmobligor with its reseller and retail registranstomers and is responsible for the
fulfillment of its registrar services. As a resutie Company reports revenue derived from theiteeseives from resellers and retail registrant
customers for registrations on a gross basis imtikempanying consolidated statements of operationsinority of the Company's resellers
have contracted with the Company to provide bilimgl credit card processing services to the resetigtail customer base in addition to
domain name registration services. Under thesemistances, the cash collected from these resel¢ad' customer base is in excess of the
fixed amount per transaction that the Company asafgr domain name registration services. As silnidse amounts which are collected for
the benefit of the reseller are not recognizedeasnue and are recorded as a liability until rexdito the reseller on a periodic basis. Revenue
from these resellers is reported on a net basigusecthe reseller determines the price to chatg#é ceastomers and maintains the primary
customer relationship.

Value Added Services

Revenue from online value added servisi;h include, but not limited to web hosting sees, email services, domain name
identification protection, charges associated lternative payment methods, and security certégds recognized on a straight-line basis
over the period in which services are provided.rRayts received in advance of services being prdvégle included in deferred revenue.

Auction Service Revenue

Domain name auction service revenuessgmt fees received from selling third-party owdethains through an online bidding process
primarily through NameJet, a domain name aftermaaletion company formed in October 2007 by the Gamy and an unrelated third party.
For names sold through the auction process thaegistered on the Company's registrar platforrmugade, the Company has determined that
auction revenues and related registration revere@esent separate units of accounting given theatoname has value to the customers on a
standalone basis, and there is objective and tel@abdence of the fair value of the registratienvice. As a result, the Company recognizes
related registration fees on a straitihe basis over the registration term. The Compaapgnizes the bidding portion of auction revenygsn
sale, net of payments to third parties sincedicisng as an agent only.

Service Costs

Service costs consist primarily of feagddo registries and ICANN associated with donramgistrations, advertising revenues recognized
by the Company and shared with its customers asudtrof its revenue-sharing arrangements, suttatiie acquisition costs and content
revenue-sharing arrangements, Internet connectidica-location charges and other platform operagixgenses associated with the
Company's owned and operated and customer welisitegling depreciation of the systems and hardwaeal to build and operate the
Company's Content & Media platform and Registrarspnnel costs relating to hmeuse editorial, customer service and informatemtihology
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Registry fee expenses consist of payntergstities accredited by ICANN as the designaggistry related to each top level domain
("TLD"). These payments are generally fixed dodarounts per domain name registration period andegagnized on a straight-line basis
over the registration term. The costs of renewgikteation fee expenses for owned and operatedvetaiged websites are also included in
service costs. Amortization of the cost of websiienes and media content owned by the Companyligdied in amortization of intangible
assets.

Deferred Revenue and Deferred Registration Costs

Deferred revenue consists of amountsiveddrom customers in advance of the Company'®paance for domain name registration
services, subscription services for premium medigent, social media services and online value &ddevices. Deferred revenue is
recognized as revenue on a systematic basis thea®rtionate to the unexpired term of the relatechain name registration, media
subscription as services are rendered, over custasedul life, or online value added service period

Deferred registration costs represeneimental direct costs made to registries, ICAAN] ather third parties for domain name
registrations and are recorded as a deferred oasteobalance sheets. Deferred registration costaraortized to expense on a straight-line
basis concurrently with the recognition of the tethdomain name registration revenue and are irdlirl service costs.

Stock-Based Compensation

Stock-based compensation cost is measurin grant date based on the fair value of Wweré and is recognized as expense over the
requisite service period, which is the vesting geiron a straight-line basis. The Company use8taek-Scholes option pricing model to
determine the fair value of stock options that dbinclude market conditions. Stock-based awardsamprised principally of stock options
and restricted stock purchase rights ("RSPR").

Some employee awards granted by the Coynpantain certain performance and/or market caoiit The Company recognizes
compensation cost for awards with performance d¢mmdi based upon the probability of that perforneacendition being met, net of an
estimate of pre-vesting forfeitures. Awards grantétth performance and/or market conditions are dizex using the graded vesting method.

The effect of a market condition is reftsd in the award's fair value on the grant daltee Company uses a binomial lattice model to
determine the grant date fair value of awards witlrket conditions. All compensation cost for an mlsthat has a market condition is
recognized as the requisite service period islliedfj even if the market condition is never sagidfi

Stock-based awards issued to non-empsogeeaccounted for at fair value determined utfiedBlack-Scholes option-pricing model.
Management believes that the fair value of thekstqations is more reliably measured than the falug of the services received. The fair ve
of each non-employee stock-based compensation dsvegemeasured each period until a commitment idatached, which is generally the
vesting date.
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Advertising Costs

Advertising costs are expensed as induarel generally consist of Internet based advegjsponsorships, and trade shows. Such costs
are included in sales and marketing expense in @ogip consolidated statements of operations. Awegtexpense was $450, $1,097 and
$2,230 for the nine-month period ended Decembe3Q7 and the years ended December 31, 2008 ar®j 2pectively.

Product Development and Software Development Costs

Product development expenses consistgpilyrof expenses incurred in research and devedopnsoftware engineering and web design
activities and related personnel compensationgater enhance and deploy our software infrastrecRnoduct and software development ¢
other than software development costs qualifyirrgcpitalization, are expensed as incurred. Cdstemputer software developed or obtained
for internal use that are incurred in the prelilmynaroject and post implementation stages are esqeeas incurred. Certain costs incurred
during the application and development stage, winichude compensation and related expenses, cbstsrputer hardware and software, and
costs incurred in developing additional featured famctionality of the services, are capitalizetieTestimated useful life of costs capitalized is
evaluated for each specific project. Capitalizeste@re generally amortized using the straight#iirehod over a three year estimated useful
life, beginning in the period in which the softwaseeady for its intended use. Unamortized amoargsncluded in property and equipment,
net in the accompanying consolidated balance sh€atstalized software development costs totale® a8 (net of $3,123 accumulated
amortization), $13,696 (net of $7,603 accumulatedrdization) and $15,896 (net of $12,300 accumdlai®ortization) (unaudited) as of
December 31, 2008 and 2009, and September 30, &xiEctively.

Preferred Stock Warrants

Preferred stock warrants on shares stitjgnandatory or contingent redemption are classids liabilities as the underlying preferred
stock contains provisions that allow the holdeesright to receive cash in the event of a deentpddation. Preferred stock warrants are
recorded at fair value and are remeasured eacltirgpperiod, with changes in fair value recordeather income (expense) in the
accompanying statements of operations.

Income Taxes

Deferred income taxes are recognizedlifferences between financial reporting and taxebas assets and liabilities at the enacted
statutory tax rates in effect for the years in vahtice temporary differences are expected to revétse effect on deferred taxes of a change in
tax rates is recognized in income in the period ithdudes the enactment date. The Company evaltlagerealizability of deferred tax assets
and recognizes a valuation allowance for its defetax assets when it is more likely than not ¢hfatture benefit on such deferred tax assets
will not be realized.

The Company recognizes the tax benefinfan uncertain tax position only if it is moredii than not that the tax position will be
sustained on examination by the taxing authoritlased on the
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technical merits of the position. The tax beneftsognized in the consolidated financial statemfnta such positions are then measured t
on the largest benefit that has a greater than 8@H#hood of being realized upon settlement. ThenPany recognizes interest and penalties
accrued related to unrecognized tax benefits im@dsme tax (benefit) provision in the accompanystatements of operations.

Net Loss Per Share

Basic loss per share is computed by digithe net loss attributable to common stockhadsrthe weighted average number of com
shares outstanding during the period. Net los#attible to common stockholders is increased fomdative preferred stock dividends earned
during the period. Diluted loss per share is coragutty dividing the net loss attributable to comrstotkholders by the weighted average
common shares outstanding plus potentially dilut@mmon shares. Because the Company reported limssbe periods presented, all
potentially dilutive common shares comprising afcgt options, RSPRs, warrants and convertible prediestock are antidilutive.

RSPRs are considered outstanding comtmares and included in the computation of basiciegsrper share as of the date that all
necessary conditions of vesting are satisfied. RS&R excluded from the dilutive earnings per shafeulation when their impact is
antidilutive. Prior to satisfaction of all conditis of vesting, unvested RSPRs are considered gemily issuable shares and are excluded from
weighted average common shares outstanding.

Foreign Currency Transactions

Foreign currency transaction gains aisdés are charged or credited to earnings as imcWrging the nine-month period ended
December 31, 2007 and the years ended Decemb2038,and 2009, the Company recorded a gain of $l@fs of $342 and a gain of $52,
respectively, in other income (expense) in the agEanying statements of operations associated wittigh currency transactions.

Foreign Currency Translation

The financial statements of foreign sdiasies are translated into U.S. dollars. Whereftinetional currency of a foreign subsidiary is
local currency, balance sheet accounts are tragsétthe current exchange rate and income statéteers are translated at the average
exchange rate for the period. Gains and losse#tirestrom translation are accumulated in accunmadatther comprehensive earnings (loss)
within stockholders' deficit.

Fair Value of Financial Instruments

For the year ended December 31, 2008Ctmpany commenced providing expanded disclosuregtdair value measurements for
financial assets and financial liabilities. The Gumy elected to defer the disclosure requiremamtadn-financial assets and non-financial
liabilities, except those that are recognized ecldised in the financial statements at fair valieast annually, until January 1, 2009.
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Fair value represents the exchange phiewould be received for an asset or paid tosfexra liability (an exit price) in the principat o
most advantageous market for the asset or lialilign orderly transaction between market partitip@an the measurement date. The Com
measures its financial assets and liabilities ie¢Hevels, based on the markets in which the sigset liabilities are traded and the reliability of
the assumptions used to determine fair value.

. Level 1—valuations for assets and liabilities traded inva@ceéxchange markets, or interest in c-end mutual funds that allow
company to sell its ownership interest back atasset value on a daily basis. Valuations are obdigirom readily available
pricing sources for market transactions involvidgritical assets, liabilities or funds.

. Level Zz—valuations for assets and liabilities traded irs lastive dealer, or broker markets, such as qumieds for simila
assets or liabilities or quoted prices in markké tire not active. Level 2 includes U.S. Treasur$,. government and agency
debt securities, and certain corporate obligativiaduations are usually obtained from third panticipg services for identical or
comparable assets or liabilities.

. Level =—valuations for assets and liabilities that arewastifrom other valuation methodologisuch as option pricing mode
discounted cash flow models and similar technigaed,not based on market exchange, dealer, or bn@ided transactions.
Level 3 valuations incorporate certain assumptamd projections in determining the fair value assijto such assets or
liabilities.

In determining fair value, the Companyjizgs valuation techniques that maximize the usabservable inputs and minimize the use of
unobservable inputs to the extent possible asagetionsiders counterparty credit risk in its ageess of fair value.

The carrying amounts of the Company‘arfiial instruments, including cash and cash egeita) accounts receivable, receivables from
domain name registries, registry deposits, accquapable, accrued liabilities and customer depagipgoximate fair value because of their
short maturities. The carrying amount of the Comyfmnotes payable approximates fair value baseadterest rates that would be available for
similar debt obligations having similar maturityrtes as of the balance sheet dates. The fair vdltreedCompany's revolving line of credit is
estimated using discounted cash flows based o€ dhgpany's incremental borrowing rates of similgrety of borrowings. The fair value of the
Company's revolving line of credit was approxima®$3,100 and $10,000 at December 31, 2008 and, 2868ectively. The Company's
investments in marketable securities and its S&ipseferred stock warrant liability are recordédaér value. Certain assets, including equity
investments, investments held at cost, goodwill iatehgible assets are also subject to measureséait value on a nonrecurring basis, if t
are deemed to be impaired as the result of an imeait review. During the nine-month period endedddeber 31, 2007, the years ended
December 31, 2008 and 2009, and the nine-montbgseanded September 30, 2009 and 2010 (unaudidypairments were recorded on
those assets required to be measured at fair wal@enonrecurring basis.
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Financial assets and liabilities car@dair value on a recurring basis as of DecemtiefB08, were as follows:

Level 1 Level 2 Level 3 Total
Assets
Cash equivalents(: $ — $72410 $ — $ 7241
Obligations of U.S. governme-sponsored agencies( — 14,00¢ — 14,00¢
Corporate obligations(z — 2,49¢ — 2,49¢
Total assets at fair valt $ — $8892: $ — $ 8892
Liabilities
Series C preferred stock warrants — — 16€ 16€
Total liabilities at fair value $ — 9 — $ 16€ $  16€
1) — comprises money market funds which are includgdash and cash equivalents in the accompanyitambe sheet
(2) — included in Marketable securities in the accamying balance sheet
(3) — included in Other liabilities in the accompanyirgdnce shee

Financial assets and liabilities car@dair value on a recurring basis as of DecemtiefB809, were as follows:

Level 1 Level 2 Level 3 Total
Assets
Cash equivalents(: $ — $3186 $ — $ 31,86
Corporate obligations(z — 80C — 80C
Total assets at fair valt $ — $3266 $ — $ 32,66
Liabilities
Series C preferred stock warrants — — 22t 22t
Total liabilities at fair value $ — 9 — $ 228 $  22E
(1) — comprises money market funds which are includedash and cash equivalents in the accompanyifembe sheet
(2) — included in Marketable securities in the accamypng balance sheet
3) — included in Other liabilities in the accompanyirgdnce shee
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Financial assets and liabilities car@dair value on a recurring basis as of SepterBbeR010, were as follows:

Level 1 Level 2 Level 3 Total

(unaudited) (unaudited) (unaudited) (unaudited)
Assets
Cash equivalents(: $ — $ 21,70C $ — $ 21,70(
Total assets at fair valt $ — $ 21,70C $ — $ 21,70(
Liabilities
Series C preferred stock warrants — — 387 387
Total liabilities at fair valut $ — $ — $ 387 $ 387
1) — comprises money market funds which are includedash and cash equivalents in the accompanyitanbe sheet
(2) — included in Other liabilities in the accompanyirgdnce shee

There were no transfers between levetBiwthe fair value hierarchy for the periods preed.

The Company chose not to elect the falue option for its financial assets and liabitibat had not been previously carried at fair
value. Therefore, material financial assets arllitees not carried at fair value, such as the @any's notes payable, revolving line of credit
and trade accounts receivable and payables, aoetedpmt their carrying values.

For financial assets that utilize Levelrid Level 2 inputs, the Company utilizes bothaie:nd indirect observable price quotes, inclu
guoted market prices (Level 1 inputs) or inputs tre derived principally from or corroborated Hyservable market data (Level 2 inputs).
fair value of the Company's Series C preferredistearrants (Note 16) was classified as a LevelsBinment, as it uses unobservable inputs
and requires management judgment due to the absége®ted market prices, inherent lack of liquidind the long-term nature of such
financial instruments.
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Assets and liabilities carried at faifugaon a recurring basis using significant unobskle inputs (Level 3) were as follows:

Series C
Preferred
Auction Rate Stock

Securities Warrants
Balance at December 31, 2C $ 2677¢ % 598
Change in fair value included in earnings — (350
Purchase 8,10(C —
Sales (34,879 —
Exchange: — (77)
Balance at December 31, 2C — 16€
Change in fair value included in earnings — 59
Balance at December 31, 2C — 22t
Change in fair value included in earnings(1) (uritaad) — 162
Balance at September 30, 2010 (unaudi $ — $ 387

1) included in Other income (expense) in the accomipanstatements of operations

At December 31, 2007, the Company helgstments in auction rate securities of $26,774eDlable market information was not
available to determine the fair value of the Conymimvestments in auction rate securities ("AR3Herefore, the Company estimated their
fair value using valuation models that relied owéle3 inputs including those that are based on ebggecash flow streams and collateral val
assessments of counterparty credit quality, defaktunderlying the security, market discount saded overall capital market liquidity. Duril
the year ended December 31, 2008, the Companyafiotd investments in auction rate securitiesatyalue.

Revisions to Previously Issued Financial Statements

In connection with the Company's 2010ryex&d financial close process, immaterial errorsaweentified related to the current and
deferred income tax provisions for the years eridlecember 31, 2008 and 2009, as well as the cumeletipact of these immaterial errors as
of September 30, 2010. The immaterial errors cteisf an international income tax liability thasulted from an income tax return that was
not filed in accordance with a previously identifiax plan for a foreign subsidiary and the appiliceof expected federal deferred income tax
benefits related to state deferred income tax esg®in connection with the establishment of a tadnallowance related to federal deferred
income tax benefits in 2008. In addition, the Compalso corrected a previously identified immategimor of $380 related to the application
of a forfeiture rate assumption associated witklsteased compensation expense, the impact of whisha decrease and increase in stock-
based compensation expense for the years endednbec81, 2008 and 2009, respectively. The Compasgssed the materiality of these
errors on the financial statements of prior periodaccordance with the SEC's Staff Accounting &l No. 99 ("SAB 99") and concluded tt
the errors were not material to any
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prior annual or interim periods, but the cumulatveor would likely be quantitatively material toetexpected results of operations for the ti
months and year ended December 31, 2010, if theeerrection was recorded in that period. Accogtlf, the Company has revised the
statements of operations for the years ended Desre®ih 2008 and 2009 and the nine-month perioddeBaptember 30, 2009, as well as the
balance sheets at December 31, 2008 and 2009 ateh@wer 30, 2010, to correct for these immateria@re in accordance with the SEC's S
Accounting Bulletin No. 108, "Considering the Effeof Prior Year Misstatements when Quantifying $tidéements in Current Year Financial
Statement,” the impact of which is summarized belblese errors had no impact on the previouslyrtedaesults from operations for the
nine-month periods ended December 31, 2007 anc:®&gt 30, 2010 or on the net cash flows from opeyainvesting or financing activities
for any of the periods presented.

December 31, 2008 December 31, 2009 September 30, 2010 (unaudited)
As As As
Previously Previously Previously
As As As
Reported Adjustments Adjusted Reported Adjustments Adjusted Reported Adjustments Adjusted
Assets:
Currentassel $ 158,69¢ $158,69¢ $ 111,48 $111,48! $ 104,40¢ $ 104,40t
Deferred
registration
costs, less
current
portion 6,45( 6,45( 7,081 7,081 7,83¢ 7,83¢
Deferred tax
assets 5,12¢ (752) 4,377 2,447 (528) 1,91¢ 2,40¢ (52€) 1,87¢
Property and
equipment,
net 28,95 28,95: 30,64: 30,64: 35,107 35,10°
Intangible
assets, ne 98,82 98,82: 88,83« 88,83« 99,04: 99,04
Goodwill 225,20: 225,20: 224,92( 224,92( 224,92( 224,92
Other asset 3,89¢ 3,89¢ 2,90¢ 2,90¢ 5,85: 5,85:
Total asset $ 527,15 $ (751) $526,40. $ 468,31¢ $ (528) 467,79( $ 479,57' $ (52¢) 479,04
Liabilities,
Convertible
Preferred
Stock and
Stockholders
Deficit:
Accounts
Payable $ 6,09 $ 6,09t $ 5,991 $ 5991 % 5,40( $ 5,40(
Accrued
expenses an
other
liabilities 16,41: 331 16,74: 20,18¢ 667 20,85: 26,67« 667 27,34:
Deferred tax
liabilities 13,54« 42 13,58¢ 13,30: 37 13,33¢ 15,23¢ 37 15,27:
Deferred
revenue 48,01( 48,01( 52,33¢ 52,33¢ 61,41t 61,41t
Notes payabl: 10,00( 10,00( — — — —
Total current
liabilities 94,06( 37z 94,43: 91,81¢ 704 92,52 108,72 704 109,42
Revolving line
of credit 55,00( 55,00( 10,00( 10,00( — —
Deferred
revenue, less
current
portion 11,52t 11,52¢ 12,91: 12,91: 14,28( 14,28(
Other liabilities 43t 43t 1,681 1,681 1,08( 1,08(
Total
liabilities 161,02( 37%  161,39¢ 116,41: 704 117,11} 124,08! 704 124,78¢
Convertible
preferred
stock 373,75¢ — 373,75 373,75« — 373,75 373,75« — 373,75
Stockholders'
deficit:

Common stocl 1 1 1 1 2 2



Additional
paid-in
capital

Accumulated
other
comprehent
income 55

Accumulated
deficit (23,707

16,02¢

(380) 15,64¢ 23,67¢ — 23,67¢ 33,67

515 16¢ 16¢ 107

(744) (24,457 (45,690 (1,239 (46,929 (52,049

33,67

107

(1,239 (53,279

Total
stockholde
deficit (7,627)

(1,129 (8,746  (21,84) (1,237 (23,079 (18,269

(1,237 (19,499

Total
liabilities,
convertible
preferred
stock and
stockholde
deficit $ 527,15 $

(751) $ 526,40 $ 468,31t $ (52€) $ 467,790 $ 479,57 $

(528) $ 479,04
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Nine months ended

Year ended December 31, 2008 September 30, 2009 (unaudited)

Year ended December 31, 2009

Revenue:

As
Previously

As
Previously
As

As
Previously
As

As

Reported Adjustments Adjusted Reported Adjustments Adjusted Reported Adjustments Adjusted

$ 170,25( $

— $170,25( $ 198,45. $

— $198,45; $ 142,96!

$ 142,96!

Operating
Expenses
Service costs
(exclusive
of
amortizatic
of
intangible
assets
shown
separately
below)
Sales and
marketing
Product
developme
General and
administra
Amortization
of
intangible
asset:
Total
operating
expense:
Loss from
operations
Other expenst

Loss before
income
taxes

Income tax
(benefit)
provision

Net loss

Cumulative
preferred
stock
dividends

Net loss
attributable
to commor
stockholde $ (42,36¢) $

Net loss pe
share:
Basic and

diluted $
Weighted
average
number of
shares

98,23t (54)  98,18¢ 114,48: 54 114,53t 82,94! 54 82,99¢

15,36( (50 15,31( 19,99 50 20,044 14,324 50 14,37:

14,407 (155) 14,25: 21,50: 15¢ 21,650 15,25 55 15,40¢

28,19: (121)  28,07( 28,35¢ 121 28,47¢ 21,07¢ 121 21,197

33,20+ — 33,20+ 32,15: — 32,15 24,25¢ 24,254

189,40( (380) 189,02( 216,48t 38C 216,86t 157,84t 38C 158,22t

(19,150 38¢
(745)

(18,770
(745)

(18,036
(1,28

(380 (18,419

(1,289

(14,882
(1,225)

(380 (15,269

(1,225

(19,899 38C (19515 (19,320 (380 (19,700 (16,109 (380 (16,489

(5,736)
(14,159

1,12¢
(744)

(4,612
(14,909

2,66: 108
(21,98) (489)

2,771
(22,477

1,99( 58
(18,099 (@39)

2,04¢
(18,53¢)

(28,209 (28,209 (30,849 (30,848 (22,859 (22,859

(744 $ (43119 $ (52,83) $ (489 $ (53,319 $ (40,950 $ (439 $ (41,39)

(5.1 $ G2D$ @79 $ 479% (379 $ (3.89

8,18¢ 8,18¢ 11,15¢ 11,15¢ 10,82¢ 10,82

Recent Accounting Pronouncements

In August 2009, the Financial AccountBigndards Board ("FASB") issued Accounting Stanslalddate ("ASU") 2009-05:air Value
Measurements and Disclosures (Topic —Measuring Liabilities at Fair ValueThis update provides clarification for circumstas in which
a quoted price in an active market for the idehtiedility is not available. In such circumstanaeseporting entity is required to measure fair
value using one or more of the following techniqué$ a valuation technique that uses: (a) the epiprice of the identical liability whe



traded as an asset; or (b) quoted prices for sithilities or similar liabilities when traded assets; or (2) another valuation technique that is
consistent with the principles of Topic 820 suclaasncome approach or a market approach. The geédia this update was effective for the
quarter beginning October 1, 2009 and did not leasignificant impact on the Company's financialestents.

In June 2009, the FASB issued ASU 2009vtich amends prior guidance to require an entsegdo replace the quantitative-based
analysis in determining whether the enterprisemiée interest or interests give it controllingdncial interest in a variable interest entity with
a more qualitative approach by providing additiomadance regarding considerations for consolidiatin entity. This guidance also requires
enhanced disclosures to provide users of finamtiatmation with more transparent information abthé enterprise's involvement in a varie

interest entity. This statement was effective fomuhry 1, 2010, and did not have a significant ichpa the Company's consolidated financial
statements.
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In October 2009, the FASB issued Update 2009-13Revenue Recognition (Topic 605)—Multiple-DelivegaRevenue Arrangements
a consensus of the FASB Emerging Issues Task Fag8& 2009-13"). ASU 2009-13 provides amendmentheocriteria in ASC 605-25
"Multiple-Element Arrangements” for separating ddesation in multiple-deliverable arrangements.ad®sult of those amendments, multiple-
deliverable arrangements will be separated in rmwoeimstances than under existing accounting guielaASU 2009-13: 1) establishes a
selling price hierarchy for determining the selliprice of a deliverable, 2) eliminates the residuathod of allocation and requires that
arrangement consideration be allocated at the trarepf the arrangement to all deliverables ushgyrelative selling price method, 3) requires
that a vendor determine its best estimate of gefimice in a manner that is consistent with thadu® determine the price to sell the deliverable
on a standalone basis, 4) significantly expandsitbelosures related to a vendor's multiple-detitds revenue arrangements. ASU 2009- 13 is
effective prospectively for revenue arrangementsred into or materially modified in fiscal yeamsginning on or after June 15, 2010.
Alternatively, the Company may retrospectively gpble guidance to all periods. The Company plaredtupt ASU 2009-14 using the
prospective method effective January 1, 2011. Togption of this accounting standard is not expetddthve a material impact on the
Company's financial position or results of openagio

In October 2009, the FASB issued Update 2009-14, Software (Topic 985)—Certain Revenua#gements That Include Software
Elements, a consensus of the FASB Emerging Issasis Force ("ASU 2009-14"). ASU 2009-14 changesatteounting model for revenue
arrangements that include both tangible produatissaftware elements and provides additional guidamchow to determine which software,
if any, relating to tangible product would be ext#d from the scope of the software revenue guiddnadition, ASU 2009-14 provides
guidance on how a vendor should allocate arrangeowesideration to deliverables in an arrangentaaitincludes both tangible products and
software. ASU 2009-14 is effective prospectivelyfevenue arrangements entered into or materiadigtified in fiscal years beginning on or
after June 15, 2010. Alternatively, the Company mesospectively apply the guidance to all peridtlse Company plans to adopt ASU 2009-
14 using the prospective method effective Janua®011 and this adoption is not expected to havaterial impact on the Company's
financial position or results of operations.
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3. Property and Equipment
Property and equipment consisted of tlewing:

December 31,

2008 2009
Computers and other related equipn $ 21,012 $ 23,47¢
Purchased and internally developed softv 17,49( 28,23:
Furniture and fixture 1,58¢ 1,95¢
Leasehold improvemen 1,62( 2,07(C
41,71( 55,74

Less accumulated depreciati (12,757 (25,099
Property and equipment, r $ 28,95 $ 30,64:

During the years ended December 31, 20082009, the Company wrote-off $2,756 and $2,62%pectively, of gross property and
equipment associated with computers and othereetkequipment, and $1,979 and $2,316, respectigéhccumulated depreciation. These
fixed asset writesffs were mostly identified through the Companylswal fixed asset physical inventory and were prilypaelated to disposa
of assets with a zero net book value or assetsuwbig@ deemed to be obsolete or inoperable. Asuét imsd for the years ended December 31,
2008 and 2009, the Company recorded a loss onshspbproperty and equipment of approximately $@@d $305, respectively, which is
included in general and administrative expensetherCompany's statements of operations.

At December 31, 2009, total software urmdital lease and vendor financing obligationsststed of $1,633 with accumulated
amortization of $499. Amortization expense for éssmder capital lease and vendor financing olibgatfor the year ended December 31,
2009 was $499.

Depreciation and software amortizatiopanse, which includes a loss on disposal of prgard equipment of approximately $0, $777,
$305, $0 (unaudited) and $83 (unaudited) for timesmonth period ended December 31, 2007, the yealsd December 31, 2008 and 2009
and the nine-month period ended September 30, 2002010, respectively, by classification is shdetow:

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
(unaudited) (unaudited)
Service cost $ 2,581 $ 8,15¢ $ 11,88: % 8,43t $ 10,42
Sales and marketir 42 94 184 137 12¢
Product developmel 50¢ 1,09¢ 1,43¢ 1,03: 99¢
General ant
administrative 45€ 1,16(C 1,467 1,032 1,41¢
Total depreciatiol $ 359C $ 10550¢ $ 1496: $§ 10,637 $§ 12,96
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4. Intangible Assets
Intangible assets consist of the follagvin

December 31, 2008

Gross Weighted
carrying Accumulated average
amount amortization Net useful life

Owned website name $ 36,27F $ (20,377) $ 15,89¢ 4.1
Customer relationshir 21,94¢ (9,987) 11,95¢ 5.8
Media conten 41,61 (12,379 29,23: 5.2
Technology 34,25¢ (8,719 25,54( 6.1
Non-compete agreemer 14,24¢ (9,069 5,17¢ 3.3
Trade name 11,17 (1,580 9,59: 14.¢
Content publisher relationshi 2,11z (694) 1,41¢ 5.C

$ 161,62! $ (62,809 $ 98,82 5.8

December 31, 200!

Gross Weighted
carrying Accumulated average
amount amortization Net useful life

Owned website name $ 42,127 $ (29,57) $ 12,55( 3.6
Customer relationshiy 21,94¢ (13,479 8,47: 5.8
Media conten 56,61¢ (29,939 36,68¢ 54
Technology 34,25¢ (14,260 19,99¢ 6.1
Non-compete agreemer 14,24¢ (22,729 1,52¢ 3.3
Trade name 11,01 (2,599 8,41¢ 14.¢
Content publisher relationshi 2,11z (932) 1,181 5.C

$ 182,32! $ (93,49) ¢ 88,83« 5.€

September 30, 201!

Gross Weighted
carrying Accumulated average
amount amortization Net useful life

(unaudited) (unaudited) (unaudited) (unaudited)

Owned website name $ 4524 $ (3449) $ 10,74¢ 3.7
Customer relationshir 21,94¢ (15,94°) 5,99¢ 5.8
Media conten 87,654 (30,149 57,51( 5.1
Technology 34,25¢ (18,21¢) 16,04: 6.1
Non-compete agreemer 14,24¢ (14,169 85 3.3
Trade name 11,01 (3,36]) 7,652 14.¢
Content publisher relationshi 2,11z (2,109 1,00t 5.C

$ 216,470 $ (117,43() $ 99,04: 54
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4. Intangible Assets (Continued)

Identifiable finite-lived intangible agseare amortized on a straight-line basis over gs&timated useful lives. Amortization expense by
classification is shown below:

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
(unaudited) (unaudited)
Service cost $ 9,82¢ $ 18,47: $ 18,607 $ 13,86: $ 15,97¢
Sales and marketir 3,30¢ 4,471 3,48¢ 2,64¢ 2,47°¢
Product developmel 1,704 5,041 5,541 4,17¢ 3,95¢
General and
administrative 2,56( 5,21¢ 4,51¢ 3,564 2,07¢
Total amortizatior $ 17,39: $ 33,20 $ 32,15 $ 2425: $ 24,48

Based upon the current amount of intdeglssets subject to amortization, the estimateattération expense for the next five years ¢
December 31, 2009 is as follows: $27,126 in 2020, %15 in 2011, $16,866 in 2012, $11,672 in 20833@9 in 2014 and $5,011 thereafter
including amortization expense related to mediaeaatnof $10,596 in 2010, $9,676 in 2011, $8,042042, $5,519 in 2013, $2,765 in 2014
$81 thereafter.

5. Goodwill

The following table presents the charigghe Company's goodwill balance:

Balance at March 31, 20( $ 155,11
Goodwill arising from acquisition 26,871
Adjustments related to prior year acquisitit 60z
Balance at December 31, 2C $ 182,59:
Goodwill arising from acquisition 42 54(
Adjustments related to prior year acquisitit 69
Balance at December 31, 2C $ 225,20:
Adjustment related to sale of certain online gamsiesse (282)
Balance at December 31, 2009 and September 30,(20A0dited $ 224,92(

In December 2009, the Company compldiedsale of one of the Company's businesses acqgnirhjunction with one of the
Company's acquisitions during the year ended Maict2007, and certain company-owned assets, foeggte cash consideration of $1,000.
The combined and historical results of operatidrhis business was not significant in the nmenth period ended December 31, 2007 an
years ended December 31, 2008 and 2009. The dipssets included media content with an initialkoealue of $1,259 (fully amortized
the time of sale), trade names with an initial bealue of $160 ($24 of accumulated amortizatiothattime of sale), and allocated goodwill of
$282. In conjunction with this sale, the Compargorded a pretax gain on sale of $582, which isuthetl as an offset against general and
administrative expenses in the accompanying statenod operations.

Adjustments to goodwill during the ninexmnth period ended December 31, 2007 and the yemdeDecember 31, 2008 represented
additional acquisition costs recorded during tharythat related to acquisitions made in the prexggear(s).
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6. Investments in Marketable Securities

Marketable securities consisted of the:

Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
December 31, 200
Certificates of depos $ 1,000 $ 2 $ — $ 1,00:
Obligations of U.S. government-sponsored
agencie 13,96: 44 — 14,00¢
Corporate obligation 2,49( 9 — 2,49¢
Total marketable securitie $ 17,45 $ 55 $ — $ 17,507
December 31, 200
Certificates of depos $ 1500 $ — 3 — $ 1,50C
Corporate obligation 80C — — 80C
Total marketable securitie $ 2,30 $ — 3 — $ 2,30¢

In April 2010 the Company sold all it¥@stments in marketable securities at par value.

Realized gains and losses from salesavkatable securities are included in interest ineonet, in the consolidated statements of
operations and were not significant for the nineath@eriod ended December 31, 2007, the years dbdeeimber 31, 2009 and 2008 and the
ninesmonth periods ended September 30, 2009 and 20h0dited). The Company recognizes realized gaindamses upon sale of markete
securities using the specific identification method

7. Other Balance Sheets Items

Accounts receivable, net consisted offthiewing:

December 31 December 31 September 30

2008 2009 2010
(unaudited)

Accounts receivab—trade $ 11,64C $ 16,277 $ 22,15(
Receivables from registri¢ 3,05¢ 2,36¢ 2,24
Accounts receivable, n $ 14,69¢ $ 18,64. $ 24,39t
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7. Other Balance Sheets Items (Continued)
Accrued expenses and other liabilitiesststed of the following:

December 31, December 31, September 30,

2008 2009 2010
(unaudited)
Accrued payroll and related iter $ 3,027 $ 579t $ 6,921
Domain owners' royalties payat 42€ 1,07¢ 1,262
Commissions payab 2,22¢ 2,591 2,66%
Customer deposit 4,54( 5,014 4,95]
Other 6,52( 6,36¢ 11,54¢
Accrued expenses and other liabilit $ 16,74: $ 20,85: $ 27,34

8. Commitments and Contingencies
Leases

The Company conducts its operationszingj leased office facilities in various locatioifie Company's leases expire between January
2010 and July 2013.

The following is a schedule of future mmum lease payments under operating and capits¢$eas of December 31, 2009:

Operating Capital
Leases Leases
Year ending December 31

2010 $ 3,748 $ 532
2011 3,33¢ 532
2012 2,312 —
2013 1,19t —
Total minimum lease paymer $ 10,59C $ 1,06
Less interest expen: (25
Capital lease obligatio $ 1,03¢

As of December 31, 2009, capital leadegations of $551 and $488 are included in accrerguenses and other liabilities, non-current,
respectively.

Rent expense incurred by the Company$4a806, $3,601 and $3,776, respectively, for tie-month period ended December 31, 2007
and the years ended December 31, 2008 and 200%f. Bacember 31, 2008 and 2009, the Company recadkerred rent liability included
in accrued expenses and other liabilities in treapanying consolidated balance sheets of $516684, respectively.
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8. Commitments and Contingencies (Continued)
Letters of Credit

At December 31, 2008 and 2009, the Comad outstanding letters of credit with the Compaprimary commercial bank for
approximately $7,100 and $6,800, respectively. ByM008 and in October 2008, under the Company,800 revolving credit agreement
(see Note 9—Notes Payable and Revolving Line oflifyeghe Company entered into three new standtgrlef credit arrangements totaling
$5,400, associated with certain payment arrangesweith domain name registries and a $1,700 statettsr of credit, which replaced an
existing standby letter of credit related to a siig@greement under a real estate lease. In AlRBY, the standby letter of credit related to a
real estate lease was reduced by $300.

Litigation

On August 10, 2010, the Company, CleamgpFechnologies, Inc., or Clearspring, and sieottlefendants were named in a putative
class-action lawsuit filed in the U.S. District CguCentral District of California. The lawsuit efles a variety of causes of action, including
violations of privacy and consumer rights. The miidfis claim that Clearspring worked with the Compand each of the other defendants to
circumvent users' privacy expectations by instglértracking device and accessing users' compiat@istain user personal information and
data. Plaintiffs seek actual and statutory damagssitution and to recover their attorney's fems eosts in the litigation. Plaintiffs allege that
their aggregate claims exceed the sum of $5,008u@ited). The parties to the litigation entered i agreement to settle this matter with no
monetary liability on the part of the Company. Tééttlement was submitted to the court for approv@lecember 2010 and is pending court
approval. The Company has not accrued for anydosingency relating to this matter as it doesh®ieve that a loss is probable and if court
approval of the settlement is not obtained, itnd®to continue to vigorously defend this position.

From time to time, the Company is invalye various claims, lawsuits and pending actioyairsst the Company in the normal course of
its business. The Company believes that the ulémegolution of such claims, lawsuits and pendutgpas will not have a material adverse
effect on its financial position, results of opé&ast or cash flows.

Taxes

From time to time, various federal, st@tel other jurisdictional tax authorities undertad&@iew of the Company and its filings. In
evaluating the exposure associated with varioudiltag positions, the Company accrues chargepémsible exposures. The Company beli
any adjustments that may ultimately be required eesult of any of these reviews will not be mateto its consolidated financial statements.

Expired Domain Name Agreement

On February 14, 2008, the Company entigrteda three-year contract with an existing cugtoin manage certain expired website names
owned and operated by the customer, as amendetitihended Domain Agreement"). Under the Amended Biardgreement: (i) the
Company manages

F-34




Table of Contents

Demand Media, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Contired)
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)
(In thousands, except per share amounts)

8. Commitments and Contingencies (Continued)

its customer's revenues and sales of its websitegsdn exchange for a revenue share; (ii) the Copnpammitted to provide the customer v

a minimum of $1,750 of revenues per year (the "Ai@uarantee") for a total of $5,250 over the thyear contractual period and (iii) in the
event annual revenues generated under the AmenaiediD Agreement are less than the Annual Guardatedefined), the Company is able
to satisfy the difference through the purchaséefdustomer's then existing website names (asatBfithe Amended Domain Agreement can
be terminated without penalty by either the Companthe customer within 60 days prior to the enéath annual renewal period.

Gross revenues generated through theasalenanagement of the customer's website namesues was $332 and $349 during the y
ended December 31, 2008 and 2009, respectivelyrérhaining Annual Guarantee for the years endec:iber 31, 2008 and 2009 was
satisfied through the purchase of website namethéoCompany's own use in April 2009 and March 20&8pectively.

Domain Name Asset Purchase Agreement

On February 9, 2009, the Company entaredan agreement with an unrelated party to pugeltid, 000 of website names and to manage
certain expired website names owned and operatéloebgustomer in exchange for a revenue sharéibmain Name Asset Purchase
Agreement"). The Domain Name Asset Purchase Agreeexpired in August 2010. In conjunction with themain Name Asset Purchase
Agreement and beginning in June 2009, the Compksayc@ammitted to purchase at least $300 of expirelsite names every sixty-day period
or a total of $1,800 over the thirty-month contuadtperiod. The contract can be terminated by eitiee Company or the counter party within
30 days prior to the end of each annual renewab@ethe aggregate value of expired website nameshpsed by the Company from incep
through December 31, 2009 and during the nine-mpettod ended September 30, 2010 was $1,184 artl($83audited), respectively, thus
fulfilling the $1,800 commitment. The agreement wergninated in September 2010.

Indemnifications

In its normal course of business, the Gany has made certain indemnities, commitmentggaadantees under which it may be required
to make payments in relation to certain transastidimose indemnities include intellectual propémgemnities to the Company's customers,
indemnities to directors and officers of the Comptamthe maximum extent permitted under the lawthefState of Delaware and
indemnifications related to the Company's leaseaygents. In addition, the Company's advertiserdéstdbution partner agreements contain
certain indemnification provisions which are gefigreonsistent with those prevalent in the Compsaumydustry. The Company has not incul
significant obligations under indemnification preins historically and does not expect to incuniigant obligations in the future.
Accordingly, the Company has not recorded any litytfior these indemnities, commitments and guarastin the accompanying balance
sheets.
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9. Notes Payable and Revolving Line of Credit
Revolving Line of Credit Agreements

On May 25, 2007, the Company enteredanfive-year $100,000 revolving line of credit agmeent (the Credit Agreement) with a
commercial bank syndicate. Under the terms of tfesli€ Agreement, the Company can borrow up todlsedr of $100,000 or three times
trailing four quarters EBITDA (as defined) priortarch 2010. The borrowing limit declines to theder of $100,000 or two and a half times
trailing four quarters EBITDA (as defined) priortarch 2011, and two times trailing four quarteBI DA (as defined) prior to March 2012.

The Company may choose a prime-basetkstteate or LIBOR-based borrowings, plus an applie interest rate margin. The Credit
Agreement provides that the applicable interesgmas based on the level of borrowings relativéhte Company's EBITDA (as defined).
Principal amounts outstanding under the Credit Agrent are due on May 25, 2012 and interest is payalarrears in accordance with the
terms of each loan: quarterly for prime based l@asin one to sixaonth intervals for LIBOR based loans. The aveliatgrest rate during tt
years ended December 31, 2008 and 2009 was 4.2d%.880%, respectivel

During the year ended December 31, 28@8Company borrowed $55,000 in the form of LIBO&s#d loans under the Credit
Agreement to partially finance its acquisition dfiék.

In March 2009, the Company borrowed aditazhal $37,000 under the existing credit facilitie March 2009 Borrowing). The interest
on the March 2009 Borrowing was paid monthly irears, in accordance with the terms.

In August 2009 and in November 2009,Gloenpany repaid $42,000 and $40,000 of the outstgridans, respectively. The applicable
interest on the remaining $10,000 of outstandirg$oat December 31, 2009 was approximately 1.23%sd loans were repaid in full in
February 2010.

The collateral for the Credit Agreemeasists of substantially all tangible and intangiatsets of the Company, under perfected
security interests, including pledges of the commsimek of all subsidiaries of the Company. The @rddreement contains customary events
of default, material adverse event clause andiodiitencial covenants, such as a minimum fixedrghaatio and a maximum leverage ratio.
As of December 31, 2008 and 2009, the Company weasmpliance with these covenants.

At December 31, 2009 and September 300 2he aggregate borrowings available under tiegliCAgreement was approximately
$82,200 and $91,700 (unaudited) based on the Coyigpimailing 12-month EBITDA (as defined).

Total debt issuance costs associatedthlCredit Agreement were $1,694, which are bamgrtized as interest expense over the term
of the Credit Agreement. For the years ended Deeei@b, 2008 and 2009, $403 and $386, respectivéljebt issuance costs were amortized
and included in interest expense. At December B292net debt issuance costs of $336 and $46&akaled in other current assets and other
assets, non-current, respectively.
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9. Notes Payable and Revolving Line of Credit (Coirtued)
Acquisition Related Debt

In April 2006, the Company acquired 1006the outstanding stock of eNom. As part of thechase consideration, the Company
provided certain eNom shareholders with $2,500nsegured promissory notes with a maturity datefl/28, 2009. These promissory notes
were repaid in full in May 2007.

In May 2006 the Company acquired 100%hefoutstanding stock of eHow. As part of the pasghconsideration, the Company prov
the eHow sellers with $10,000 of secured promissotgs with a maturity date of May 1, 2009. Theserpssory notes were repaid in full in
May 2007.

In August 2006 the Company acquired 1@%he outstanding stock of Trails.com, Inc. ("T$8i. As part of the purchase consideration,
the Company provided the shareholders with $4,0@thsecured promissory notes with a maturity dateugust 31, 2008, bearing interest at
7% annually and payable on a semi-annual basiselpmmissory notes were repaid in full, includ#igl2 accrued interest, in August 2008.

In March 2008 the Company acquired 100%h® outstanding stock of Pluck. As part of theghiase consideration, the Company
provided certain Pluck shareholders with $10,000rsfecured promissory notes with a maturity datpsfl 3, 2009. These promissory notes
and $772 accrued interest were repaid in full imil52009.

10. Income Taxes

The provision for income taxes for ther@any consists of the following:

Nine Months
ended Year ended Year ended
December 31, December 31, December 31,
2007 2008 2009
Current expense (benefit)
Federal $ — % — % 7
State — 124 17E
International — 34¢ 382
Deferred expense (benefit
Federal (1,9072) (2,167 2,807
State (391) (2,927) (600)
Total income tax (benefit) provisic $ (2,299 $ (4,612 $ 2,771

The Company's international operatiomspaimarily conducted through entities that arated as branches for U.S. tax purposes and
accordingly, the financial results are includedl@mestic income (loss) before income taxes. Themagority of the Company's international
tax expense relates to local taxes on these bigetations and there is not significant incomeg)idefore income taxes related to non-branch
foreign subsidiaries for all periods presented.
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10. Income Taxes (Continued)

The reconciliation of the federal statytmcome tax rate of 35% to the Company's effecincome tax rate is as follows:

Nine Months
ended Year ended Year ended
December 31, December 31, December 31,
2007 2008 2009
Expected income tax (benefit) provision at U.S.
statutory rate $ (2,769 $ (6,830 $ (6,89%)
Difference between U.S. and foreign ta — 331 324
State tax expense (benefit), net of federal ti (2549) (69€) (7439)
Nondeductible sto-based compensatic 67C 1,112 937
Tax-exempt incom:e — (137) —
State rate chang: — (2,127 622
Indirect federal impact of state deferred ta — 79C (13¢)
Valuation allowanct — 2,69: 8,74:
Other 55 25C (80)
Total income tax (benefit) provisic $ (2,297 $ (4,612 $ 2,771

The tax effects of temporary differentiest give rise to significant portions of the deéertax assets and deferred tax liabilities as of
December 31, 2008 and 2009 are presented below:

2008 2009
Deferred tax asset:
Accrued liabilities not currently deductik $ 219¢ $ 3,40¢
Intangible asse—excess of financial statement amortization ovel 6,27¢ 8,04t
Indirect federal impact of deferred state ta 79C 652
Deferred revenu 2,63¢ 4,26:
Net operating losse 26,35( 26,11:
Stoclk-based compensatic — 89¢
Other 97 22¢

38,35¢ 43,60(

Deferred tax liabilities

Deferred registration cos (12,309 (13,079
Prepaid expenst (2,028 (1,897
Goodwill not amortized for financial reportir (7,487 (10,749
Intangible asse—excess of financial statement basis over tax | (17,649 (13,05)
Stock-based compensatic (1,019 —
Property and equipme (4,197 (4,827)
Other (291) (D)
(44,869  (43,58¢)

Valuation allowanct (2,697  (11,43¢
Net deferred tax liabilitie $ (9,209 $ (11,429

Current $ (13,58¢ $ (13,339
Noncurrent 4,371 1,91t

$ (9,209 $ (11,429
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10. Income Taxes (Continued)

The Company had federal net operating (idOL") carryforwards of approximately $71,000da$i72,000 as of December 31, 2008 and
2009, respectively, which expire between 2020 &#B82In addition, as of December 31, 2008 and 28@9Company had state NOL
carryforwards of approximately $10,000, which egdietween 2013 and 2029.

Sections 382 and 383 of the Internal ReeeCode of 1986, as amended, provide for annméhlions on the utilization of net operating
loss and credit carryforwards if the Company weraridergo an ownership change, as defined in $e88a. Changes in the Company's eq
structure and the acquisitions by the Company afreNrrails, Maps a La Carte, Pagewise and Pluaktezsin such an ownership change.
Accordingly, the estimated annual utilization of nperating loss carryforward is limited to approzately $6.7 million as of December 31,
2009.

The Company reduces the deferred tax asselting from future tax benefits by a valuatadlowance, if based on the weight of the
available evidence, it is more likely than not teame portion or all of these deferred taxes witl e realized. The timing of the reversal of
deferred tax liabilities associated with tax dedietgoodwill is not certain and thus not availatdeassure the realization of deferred tax as
Similarly, state deferred tax liabilities in excedstate deferred tax assets are not availatd@sare the realization of federal deferred tax
assets. After consideration of these limitatiorsoagted with deferred tax liabilities, the Compé&iag deferred tax assets in excess deferred ta
liabilities at December 31, 2008 and 2009. As tbenBany has no history of generating book income uttimate future realization of these
excess deferred tax assets is not more likely tisdiand thus subject to a valuation allowance. Adiogly, a valuation allowance of $2,693
and $11,436 against its deferred taxes was reqatrBeécember 31, 2008 and 2009, respectively. Thage in the valuation allowance from
December 31, 2007 to December 31, 2008 and fronefber 31, 2008 to December 31, 2009 was an incedek2693 and $8,743,
respectively.

The Company is subject to the accoungimgance for uncertain income tax positions. Thenany believes that its income tax filing
positions and deductions will be sustained on aamtit does not anticipate any adjustments thatr@sllilt in a material adverse effect on the
Company's financial condition, results of operaticor cash flow. Therefore, as of December 31, 20082009, and September 30, 2010
(unaudited) no reserves for uncertain income tasitipms have been recorded.

The Company's policy for recording intgrand penalties as a result of tax audits isd¢orcesuch items as a component of income tax
expense. There were no amounts accrued for penatiied interest as of or during the period for theyears 2007, 2008 and 2009. No unce
income tax positions were recorded during 2009,thkadCompany does not expect its uncertain taxipadio change during the next twelve
months. Management is currently unaware of anyeissunder review that could result in significangmpant, accruals or material deviations
from its position.

11. Related Party Transactions

In April 2006 and in connection with thequisition of eNom, the Company issued a $1,2&ecured promissory note, bearing interest
at 7% annually, to a certain former eNom sharehpldeo was then an employee and board member aidnepany. The promissory note was
repaid in full
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11. Related Party Transactions (Continued)

in May 2007. As of December 31, 2009, this indidtwas no longer an employee and board memberedEtdmpany.

In August 2006 and in connection with #oguisition of Trails, the Company issued unsegurgerest-only promissory notes, bearing
interest at 7% annually, in the amounts of $1,11d$1,031 to two former Trails shareholders whoabee employees of the Company as a
result of the acquisition. The promissory notesearepaid in full in August 2008.

The Company's Chief Executive Officer wlaes Chairman of the board of iCrossing, Inc. (4€3ing"), which provided approximately
$94, $10 and $15 in marketing services to the Camypparing the nine-month period ended DecembeB8Q7 and the years ended
December 31, 2008 and 2009, respectively. Foun@fXompany's shareholders were also investorsas#g. iCrossing was sold.

The Company's Chief Executive Officer aedain members of the board of directors aréherbbard of The FRS Company ("FRS").
The Company recognized approximately $84, $1512%uhaudited) and $99 (unaudited) in revenuesdeerising and social media services
during the years ended December 31, 2008 and 20@%the nine-month periods ended September 30, 2002010, respectively. As of
September 30, 2010, the Company's receivable akdune from FRS was $48 (unaudited) and FRS hatbodisg contractual commitments
to purchase further advertising and content craagevices from the Company of $540 (unauditedjugh December 31, 2011 with an early
termination clause exercisable by FRS at June @0l Pequiring purchases of approximately $300 tghotlnat date.

In January 2008, the Company acquiredtsuially all the assets of The Daily Plate (Thi&ypdate.com), a community-based website
for nutrition and fitness enthusiasts for totalghase consideration of $5,000, including acquisitiosts. The Daily Plate was owned and
operated by four employees of the Company pridhécacquisition by the Company.

In March 2008 and in connection with #egjuisition of Pluck, the Company issued an $83%®ouared promissory note to a certain
former Pluck shareholder, who is currently an emppdof the Company. The $899 unsecured promissuieybore interest at 7% annually,
matured and was repaid on April 3, 2009.

In May 2009 the Company entered into atdiaRelationship Agreement with Mom, Inc. ("Mod&iom"), a Delaware corporation that
is co-owned and operated by the wife of the Comjsa@itairman and Chief Executive Officer. Undertédrens of the Master Relationship
Agreement, the Company entered into various ses\acel product agreements in exchange for certaiices, promotions and endorsements
from Modern Mom (collectively, the "Modern Mom Agmaents”). Terms of the Modern Mom Agreements inetlydut were not limited to
providing Modern Mom with dedicated office spadémiled Company resources, sgi-and hosting services of its social media apftina anc
a perpetual right to display certain content onNfeelern Mom website. In consideration of our obligas under the Modern Mom
Agreements, Modern Mom agreed to provide the Compath certain promotional and branding services] $57 to acquire certain content
from the Company. The term of the Master Relatigngtgreement was two years from the effective datdess specified otherwise). As of
December 31, 2009, Modern Mom received dedicated
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11. Related Party Transactions (Continued)

office space, internal resource time, the Compamyprietary social media applications and toolstemvebsite, and a license to use certain
Content on its website. As of December 31, 2008 Gbmpany received its $57 fee, as well as cepi@motional and branding services from
Modern Mom.

In September 2009 the Company enteredailedia and Advertising Agreement with Modern Mdgnder the terms of the Media and
Advertising Agreement, Modern Mom appointed the @any as its nonexclusive sales agent to sell adirggtover its website,
www.modernmom.com in exchange for commissions efuab5% of the related advertisements the Compalhy, ®ills and collects on behalf
of Modern Mom (as defined). Through December 3DR@here were no advertisements sold by the Coynparehalf of Modern Mom. The
amount of advertisements sold by the Company duhagine-month period ended September 30, 2010hatesignificant.

In March 2010, the Company agreed to ig@W¥odern Mom with ten thousand units of textudicées, to be displayed on the Modern
Mom website, for an aggregate fee of up to $5000fASeptember 30, 2010 approximately three thousatitles had been delivered to Mod
Mom. The Company recognized revenue of approxim&&fi4 (unaudited) in the nine-month period endept@nber 30, 2010 and amounts
due from Modern Mom as of September 30, 2010 was(@R2audited).

One of the Company' s board members, lvdoame a director in April 2010, was the SeniorMwcesident and General Manager of
Omniture, Inc. ("Omniture"), which provided apprmately $210 (unaudited) in online marketing sersitethe Company during the nine-
month period ended September 30, 2010 and no am@mbutstanding as at that date.

From time to time, certain employees wacted with the Company to participate in certaomipany-sponsored programs (collectively,
the "Company-sponsored Programs"). In return feirtparticipation in these Company-sponsored Pragr&mployees were remunerated in
the form of monthly revenue sharing and or one-fpragments during the years ended December 31, 2002008, and the nine-month period
ended December 31, 2007. Payments to employees thede Company-sponsored Programs during the gededd December 31, 2009 and
2008, and the nine-month period ended Decembe2@®X7, were not significant individually and in thggaegate. In April 2010, the Company
effectively discontinued certain employees' onggagdicipation in one of these Company-sponsoregfms through a one-time payment,
which was less than $100 in the aggregate.

12. Employee Benefit Plan

The Company has a defined contributi@nplnder Section 401(k) of the Internal RevenueeQb#01(k) Plan") covering all full-time
employees who meet certain eligibility requiremegiggible employees may defer up to 90% of thee-tax eligible compensation, up to the
annual maximum allowed by the Internal Revenue iSerinder the 401(k) Plan, the Company may, babtsobligated to, match a portion of
the employee contributions up to a defined maximiihe Company did not make any matching contribwtifom the nine-months period ended
December 31, 2007, the years ended December 32,8@D2008 and the nine-month periods ended Septeddh 2009 and 2010 (unaudited).
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13. Share-based Compensation Plans and Awards
Stock Option Plans

Under the Company's 2006 Amended Equitghtive Plan (“the 2006 Plan"), the Administraibthe 2006 Plan, appointed by the
Company's board of directors, may grant up to Z¥ §iock options and RSPRs to employees, officedlsnan-employee directors and
consultants. On August 5, 2010, the Company's bofdérectors and the majority of the Company'sktmlders approved and adopted the
2010 Equity Incentive Plan ("the 2010 Plan") andnieated the 2006 Plan. Under the 2010 Plan, thmiAdtrator, appointed by the
Company's board of directors, may grant up to 1b&0ck options and RSPRs to employees, officensemployee directors, and consultants
and such options may be designated as incentimeraualified stock options at the discretion of Bi@n Administrator. In connection with the
termination of the 2006 Plan, 334 (unaudited) stoaked awards then available for grant were cadcéley stock-based awards outstanding
under the 2006 Plan as of August 5, 2010 whichesypsntly terminate, expire or lapse for any reagitirbe transferred to the 2010 Plan. At
December 31, 2009 and September 30, 2010, 2,228,444 (unaudited) stock-based awards were avaifablgrant under the 2006 Plan and
the 2010 Plan, respectively. Generally, stock opgicants have 10-year terms and employee stoc&repiind RSPRs vest 1/4th on the
anniversary of the vesting commencement date at®tHLmonthly thereafter, over a 4-year period. &prstock options and RSPRs have
accelerated vesting provisions in the event ofangke in control, termination without cause or atishpublic offering (as defined).

Valuation of Awards

The per share fair value of stock optigranted with service and/or performance conditivas determined on the date of grant using
Black-Scholes option pricing model with the followiassumptions:

Nine Months
ended Year ended Year ended
December 31, December 31, December 31,
2007 2008 2009
Expected life (in years 6.25 6.19 5.72
Risk-free interest rat 3.2¢-4.98% 1.54-3.52% 1.37-2.86%
Expected volatility rang 77-80% 65-72% 60-62%
Weighted average expected volatil 79% 69% 61%
Expected dividend yiel 0% 0% 0%

The expected term of stock options grdnépresents the weighted average period thatdlc& sptions are expected to remain
outstanding. Effective January 1, 2009, the Compmhetgrmined the expected term assumption basdueo@dmpany's historical exercise
behavior combined with estimates of the post-vgstiolding period. Prior to January 1, 2009, the @any did not have adequate history of
exercises of its stock-based awards and usedrtig@ified method to calculate the expected termtfooptions, as allowed by Staff Accounting
Bulletin SEC Topic 14Share-Based Payment&xpected volatility is based on historical vdlgtiof peer companies in the Company's indu
that have similar vesting and contractual term® fi$k free interest rate is based on the impliettycurrently available on U.S. Treasury
issues with terms approximately equal to the exquklite of the
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option. The Company currently has no history oreztation of paying cash dividends on its commonlsto

The expected term for performance-basednan-employee awards is based on the periodnef fior which each award is expected to be
outstanding, which is typically the remaining cectual term.

Award Activity
Stock Options

Stock option activity during the year eddecember 31, 2009 and the nine-month periodde8dptember 30, 2010 is as follows:

Weighted
average
Weighted remaining
Number of average contractual Aggregate
options exercise term intrinsic
outstanding price (in years) value
(In thousands, except share and per share dat
Balance at December 31, 20C 8,02: $ 3.0¢
Options grante: 5,182 7.2C
Options exercise (289) 2.04
Options forfeited or expire (1,145 3.5¢€
Balance at December 31, 20C 11,77 $ 4.8¢ 834 $ 30,197
Options granted (unaudite 8,51( 20.0i
Options exercised (unaudite (492) 2.1z
Options forfeited or expired (unaudite (761) 5.5¢
Balance at September 30, 2010 (unaudite: 19,02¢ $ 11.7¢ 8.5: $ 125,90«
Exercisable at December 31, 20C 3431 % 3.8z 7.6z $ 11,33¢
Exercisable at September 30, 201
(unaudited) 495¢ $  4.62 724 $ 53,20¢

Included in options outstanding at DecenBi, 2009 and September 30, 2010 (unauditedyanants to purchase 3 shares of common
stock issued to a consultant.

The pre-tax aggregate intrinsic valueutstanding and exercisable stock options is bardtie difference between the estimated fair
value of the Company's common stock at Decembe2@®19 and September 30, 2010 (unaudited) andeRecise prices, respectively.
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Information related to stock option gsadtring the year ended December 31, 2009 andnleemmonth period ended September 30, 2010
is as follows:

Weighted
Weighted average
Number of average fair value Aggregate
options exercise of common intrinsic
Grant date granted price stock value
(In thousands, except share and per share dat
February 200¢ 347 $ 3.2C % 48C $ 1.6C
March 200¢ 963 3.2C 4.8( 1.6C
April 2009 101 3.3C 4.8¢€ 1.5¢€
May 2009 5 3.3C 4.8¢€ 1.5¢€
June 200¢ 3,22¢ 9.3€ 4.8¢€ —
July 2009 14E 4.3C 5.54 1.24
September 200 18t 4.9C 5.94 1.04
November 200! 21C 5.3C 6.2C 0.9C
Total granted during the year ended
December 31, 2009 5,182
January 2010 (unaudite 32¢ 6.7C 7.14 0.44
March 2010 (unauditec 1,45¢ 7.7C 8.84 1.14
May 2010 (unauditec 271 9.74 9.74 —
June 2010 (unaudite: 69 10.7¢ 10.7¢ —
July 2010 (unauditec 12t 11.5C 11.5( —
August 2010 (unauditet 6,062 24.67 12.9¢ —
September 2010 (unaudite 20C 15.0¢ 15.0¢ —
Total granted during the nine-month period
ended September 30, 2010 (unaudited) 8,51(

During the nine-month period ended Decendi, 2007, and the years ended December 31,&002009, the Company granted certain
senior-level employees performance-based stockmgto purchase 225, 197 and 18 shares of comrook with weighted average exercise
price of $3.02, $4.86 and $3.20, respectively. Ehexformance-based stock options vest upon acigjerdrious operational and financial
benchmarks, such as sales targets. As of Decerib@089, there were 181 performance-based optiotstamding.

For the nine-month period ended Decemdtie2007, the years ended December 31, 2008 arg] #dCompany recognized
compensation cost of $47, $78 and $263, respegfif@l performance-based stock option awards facwthe Company concluded that the
performance condition was achieved or is probableetng achieved. As of December 31, 2009, there approximately $46 of unrecognized
compensation cost related to these unvested peafareabased stock option awards.

During the nine-month period ended Decendi, 2007 and the year ended December 31, 200&dampany granted certain executive-
level employees performance and market-based sigtddns to purchase an aggregate 1,375 and 256sshhicommon stock with a weighted
average exercise price of
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$2.00 and $4.70 per share, respectively. Thesenpesihce and market-based stock option awards pest a change in control event or
following an initial public offering ("IPO") (as di@ed), subject to meeting certain minimum stock@thresholds. If these vesting events do
not occur within six years from the grant date yeeting will occur. Because neither a change-intwbevent nor an IPO event was deemed to
be probable as of December 31, 2009 and Septerb&030 (unaudited), no compensation expense resreeorded for these performance
and market-based stock option awards. The graetfdatvalue of such awards was determined usibig@mial lattice model. As of

December 31, 2009, there was approximately $1,20@recognized compensation cost related to thegested performance and market-
based stock option awards that will be recognizedmand if the performance conditions become prebaftbeing met. In February 2010, the
Company modified the terms of these stock optioarda/ to reduce the stock price upon which the asvaralild vest following an IPO, among
other changes. The Company will recognize an aufditi$1,600 (unaudited) of compensation if an IRCuos, as a result of the modification.

During the nine-month period ended Sep&n30, 2010, the Company granted certain execigixe employees options to purchase
2,375, 1,150, 1,150 and 1,150 shares of commolk stoexercise prices per share of $18.00, $24.80,08, $36.00, respectively (unaudited).
The grant date fair value of these stock optior$3i3.8 million (unaudited). The stock options oommence vesting upon the completion of
an IPO.

The following table summarizes informatiwoncerning outstanding and exercisable optiofeaember 31, 2009:

Weighted
Average
Range Remaining Weighted Weighted
of Contractual
Exercise Average Average
Number Term Exercise Number Exercise
Prices Outstanding (in years)  Price Exercisable Price
$0.16
1.8¢ 1,132 6.8($ 1.44 84¢$ 1.4z
2.00
2.0( 2,54 7.0C 2.0C 79z  2.0C
2.88-
3.1 46€ 7.87 3.0C 274  3.0C
3.20-
3.2( 1,23( 9.1 3.2C 107 3.2
3.30
4.4( 1,521 841 4.1¢ 544 4.2¢
4.70
5.1( 74z 8.7z 4.8z 10t 4.8¢
5.30-
5.3( 21C 9.5z 5.3C — —
5.70-
5.7( 452 85¢ 5.7C 157 5.7C
5.90
5.9( 321 8.8z 5.9C 98 5.9C
9.50

9.5( 3,15C 9.4¢  9.5(C 51z 9.5C
11,77 8.3/% 488 3437$ 3.82

F-45




Table of Contents

Demand Media, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Contired)
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)
(In thousands, except per share amounts)
13. Share-based Compensation Plans and Awards (Camted)

Information related to stock-based consa¢inn activity is as follows:

Nine Months
ended Year ended December 31,
December 31,
2007 2008 2009
Weighted average fair value of options grar $ 152 $ 29¢ $ 2.5C
Intrinsic value of options exercis: 33k 1,43¢ 991
Total fair value of restricted stock vest 1,74¢ 4,96( 6,617

As of December 31, 2009 and Septembe2@D0, there was $15,466 and $21,566 (unauditesipectively, of stockased compensati
expense related to the non-vested portion of tiemtad stock options not yet recognized, which Eeeted to be recognized over a weighted
average period of 3.10 and 3.71 years (unauditegpectively.

RSPRs

RSPR activity for the year ended Decen®ier2009 and the nine-month period ended SepteBthe&2010 is as follows:

Weighted

average

grant date

Shares fair value
Unvested at December 31, 20( 4,68: $ 0.92

Granted —

Repurchase (237) 2.4C
Vested (2,409 0.7z
Unvested at December 31, 20( 2,03t % 1.7C
Granted (unauditec 20C 8.8¢
Vested (unauditec (87¢) 0.81
Unvested at September 30, 2010 (unaudite 1,36C $ 3.3¢

Information related to RSPR grants dutimg nine-month period ended September 30, 2048 isllows:

Weighted
Weighted average
Number of average fair value Aggregate
RSPRs exercise of common intrinsic
Grant date granted price stock value
March 2010 (unauditec 20C $ — 3 8.8t $ 8.8¢
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During the nine-month period ended Decendi, 2007, the Company granted 1,000 RSPR awatidperformance and market
conditions to a key executive. These awards vestdapon a change-in-control event or followindR@ (as defined), subject to meeting
certain minimum stock price thresholds. If thessting events do not occur within six years from ¢ih@nt date, no vesting will occur. No such
awards were granted during the years ended Dece3ib@009 and 2008. Because neither a change-imet@vent nor IPO is deemed to be
probable as of December 31, 2009, no compensatjpense has been recorded for these RSPR awardé.Desember 31, 2009, there was
approximately $900 of unrecognized compensatiohrested to these awards that will be recognizedmand if the performance conditions
become probable of being met. In February 2010Cmapany modified the terms of the RSPR to redheestock price upon which the award
would vest following an IPO, among other changdse Tompany will recognize an additional $1,300 (utied) of compensation if an IPO
occurs, as a result of the modification.

During the year ended December 31, 20@8Company granted 167 RSPR awards, respectieetgrtain executives which vest over a
4-year period and accelerate on an IPO event fatedg. The Company recorded compensation expei®24d, $193, $146 (unaudited) and
$98 (unaudited) for the years ended December 318 26d 2009, and the nine-month periods ended ®bpte30, 2009 and 2010,
respectively, related to these stock awards. Thmai@ng unrecognized compensation cost as of Sdme80, 2010 of $101 (unaudited) will
recognized over the earlier of an IPO event (amddj or ratably over the remaining service period.

During the nine-month period ended Sep&m30, 2010, the Company granted 200 RSPR awaas ¢xecutive which vest over a 4-
year period. The Company recorded compensatiomaepef $236 (unaudited) for the n-month period ended September 30, 2010, related to
these stock awards. The remaining unrecognized epnsgtion cost of $1,536 (unaudited) will be recegdiratably over the remaining service
period.

During the nine-month period ended Decen®1, 2007 and the year ended December 31, 200&dmpany recognized expense of
$508 and $159, respectively, related to a perfooedrased RSPR award granted to a key senior-leyglbgee during the year ended
March 31, 2007. The operational benchmarks werawaeti during the year ended December 31, 2008aarstich all remaining compensation
cost for this award was recognized in the year diidlecember 31, 2008.

As of December 31, 2009 there was apprately $942 of total RSPR compensation expenstetkta non-vested service-based RSPR
awards without performance and/or market conditinotsyet recognized (including the RSPR awards thighacceleration clause described
above), which is expected to be recognized oveeighted average period of 1.3 years beyond DeceB1he2009.

For the nineaonth period ended December 31, 2007 and the yeadesd December 31, 2008 and 2009, the compensagpanse relate
to non-employee RSPR grants was $177, $72 andré&dfectively. The unvested portion of RSPRs grattteubn-employees is remeasured to
fair value each reporting period.

In connection with the acquisition of kU Note 18—Business Combinations), the Compangejto pay out the remaining unvested
Pluck stock options held by then-Pluck employedbatate
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of the acquisition. Payments would be made ashie-tinvested Pluck options vested and contingetti@employees continued employment
with the Company. As a result, the Company paidexpensed as part of stock-based compensationa899564 during the years ended
December 31, 2008 and 2009, respectively, relatd¢ldese options, and expects to pay approxima&dp $eyond December 31, 2009.

LIVESTRONG.com Warrants

In January 2008, the Company enteredarioense agreement with the Lance Armstrong Fatio, Inc. (the "License Agreement")
and an Endorsement and Spokesperson Agreementtavitte Armstrong (the "Endorsement Agreement"). leafsamstrong Foundation
("LAF") is a non-profit organization dedicated toiting people to fight cancer and Lance Armstrotidr( Armstrong”) is a seven-time winner
of the Tour de France and an advocate for candemps.

The License Agreement grants the Compapgrpetual, worldwide, exclusive license to ugeltl ESTRONG.com brand, trademark
and certain website names associated therewitludimg LIVESTRONG.com. The Company used the licetosieuild the LIVESTRONG.com
website as the Company's anchor health and welinedg& property. In consideration for the licerike,

Company agreed to pay LAF a one-timetargfroyalty in the form of ten-year warrants taghase 625 shares of the Company's
common stock at an exercise price of $12.00 peegftlae "LAF Warrant"). The LAF Warrant is classifias an intangible asset and is being
amortized over its estimated life, which is tenrged@he aggregate value of the LAF Warrant was3g,,8f which $174 and $167 of
amortization expense was recorded during the yeraded December 31, 2009 and 2008, respectivelyLARewarrant terminates on the
earlier of (i) January 15, 2018, (ii) the closirate of the Company's IPO or (iii) the closing affenge of control (as defined).

During the term of the Endorsement Agreetending on December 31, 2011, Lance ArmstroAg{$trong") will provide certain
services and endorsement rights to the Compargoraideration of Mr. Armstrong's services, the Camypissued a one-time upfront
consideration in the form of a ten-year warranptochase 625 shares of the Company's common staeckexercise price of $12.00 per share
(the "Livestrong Warrant"). The warrants are riorfeitable, fully vested and are excercisable irdiately upon execution of the agreement
royalties or other consideration are immediatelygide to Armstrong under this agreement. The Lreggt Warrant is being recognized as
expense over the requisite service period, whidbusyears, on a straight-line basis. The aggeegalue of the Livestrong Warrant was
$1,738, of which $439 and $420 of stock-based cogton expense was recorded during the years é»eleeimber 31, 2009 and 2008,
respectively. As of December 31, 2009, $439 and$d4ncluded in Prepaid expenses and other agadt®ther assets, respectively, in the
accompanying balance sheet.

The Livestrong Warrant terminates onehdier of (i) January 15, 2018, (ii) the closirage of the Company's IPO or (iii) the closing
change of control (as defined).
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The per share fair value of the LAF Watrand the Livestrong Warrant was determined uliegBlack-Scholes option pricing model
considering the contractual life of 10 years; expéwolatility of 91.3%; and risk-free interesteadf 3.7%.

BEI Warrant (unaudited)

In June 2010, the Company entered imelasite development, endorsement and license agreaasith Bankable Enterprises, Inc.
("BEI") (the "BEI Agreement”). BEI is wholly ownealy Tyra Banks ("Ms. Banks"), a business woman aatelwity.

During the term of the BEI Agreement, ethcommences on July 1, 2010 and ends on Julyl¥, A0s. Banks will provide certain
services and endorsement rights to the Companywdhiicense to the Company certain intellectuedgerty. The Company will use this
intellectual property to build an owned and opetatebsite on beauty and fashion. As consideratios. Banks' services, the Company
issued a fully-vested four-year warrant to purchzige shares of the Company's common stock at acisgeprice of $12.00 per share. The
warrant terminates on the earlier of (i) June 3,£or (ii) the closing of a change of control ¢afined). In addition, BEI will receive certain
royalties on advertising revenues in excess ofgerhinimum royalty thresholds (as defined).

The warrant is being recognized as expensr the requisite service period, which is apjpnately four years, on a straight-line basis.
The aggregate value of the BEI warrant was apprateiy $1,880 (unaudited), of which $113 (unaudited} recognized as expense was
recorded during the nine-month period ended Septeid® 2010. As of September 30, 2010, $451 (uted)dand $1,316 (unaudited) is
included in prepaid expenses and other assetsthadassets, respectively, in the accompanyingeBaptr 30, 2010 balance sheet. The BEI
warrant fair value was determined using the Bl&ckoles option pricing model considering the cantral life of 4 years; expected volatility
57%; and risk-free interest rate of 1.5%.
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Stock-based Compensation Expense

Stock-based compensation expense refataelemployee and non-employee stock-based aweadsas follows:

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
(unaudited) (unaudited)
Stock-based
compensation includec
in
Service cost $ 52 % 53z $ 527 $ 381 $ 663
Sales and marketir 241 1,52¢ 1,611 1,10¢ 1,621
Product developmel 504 87t 1,504 1,14¢ 1,21¢
General ant
administrative 2,87: 3,037 4,09 3,10¢ 3,64:
Total stock-based
compensation
included in net los 3,67( 5,97( 7,73¢€ 5,741 7,145

Income tax benefit relate
to stock-based
compensation includec
in net loss (509 (2,149 — — —

$ 3,161 $ 4,82¢ $ 7,73¢ $ 5741 $ 7,148

Included in the table above are cash meymof $899, $565, $451 (unaudited) and $284 (dited) related to the remaining unvested
Pluck stock options for the years ended Decembg?@18 and 2009, and the nine-month periods endpteBiber 30, 2009 and 2010,
respectively. In addition, $420, $439, $329 (untedjiand $329 (unaudited) of expense related thitrestrong Warrant are included in the
table above, for the years ended December 31, 2002009, and the nine-month periods ended Septe36b2009 and 2010, respectively.
Also included in the table above is $113 (unauditddexpense related to the BEI warrant for theemmonth period ended September 30, 2010.

During the nine-month period ended Decendi, 2007, the years ended December 31, 2008G0®] and the nineronth periods ende
September 30, 2009 and 2010, $52, $714, $700, $bGitdited) and $656 (unaudited), respectivelgtotk-based compensation expense
related to stock options was capitalized as pairitefnally developed software projects.

14. Common Stock

Each share of common stock has the t@bne vote per share. Each restricted stock paectight has the right to one vote per share
the right to receive dividends or other distribnggaid or made with respect to common sharesesuty restrictions for continued
employment service.

15. Convertible Preferred Stock

The Company is authorized to issue 7aDgMares of stock comprised of 500,000 sharesrofraan stock and 200,000 shares of
preferred stock. The preferred stock may be isguédstinct
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series, of which there were four authorized as @fdnber 31, 2009: Convertible Series A preferredksf'Convertible Series A Preferred
Stock™), 85,000 shares authorized; ConvertibleeSdsi preferred stock ("Convertible Series B Prefii$tock™), 15,000 shares authorized;

Convertible Series C preferred stock ("Convertibégies C Preferred Stock"), 27,000 shares authliyrazed Convertible Series D preferred
stock ("Convertible Series D Preferred Stock") 186, shares authorized.

Convertible preferred stock activity cgithe periods indicated is as follows:

Convertible Series A Convertible Series B Convertible Series C ~ Convertible Series D

preferred stock preferred stock preferred stock preferred stock Total

preferred
Shares Amount Shares  Amount Shares Amount Shares Amount stock

Balance at

March 31,

2007 65,331 $ 122,16¢ 9,46¢ $ 17,00( 25,96¢ $ 100,28 — % — $ 239,45!
Issuance of

Convertible

Series C

preferred

stock — — — — 78 30C — — 30C
Issuance of

Convertible

Series D

preferred

stock — — — — — — 16,667 100,00( 100,00(
Stock issuance

costs — — — — — — — (304) (309
Reclassificatio

of warrants

to purchase

Series C

preferred

stock to non

current

liabilities — — — — — (489) — — (489
Balance at

December 2

2007 65,33 122,16t 9,46¢ 17,00( 26,047 100,09¢ 16,667 99,69¢ 338,96.
Issuance of

Convertible

Series D

preferred

stock — — — — — — 5,83 35,00( 35,00(
Stock issuance

costs — — — — — — — (20¢) (20¢)
Balance at

December 3

2008 and

2009, and

September :

2010

(unaudited) 65,33: $ 122,16¢ 9,46+« $ 17,00( 26,047 $ 100,09¢ 2250( $ 134,48 $ 373,75

The following is a summary of the rightsd preferences of the classes of preferred stook Becember 31, 2009:

Dividends—The Convertible Series A Preferred Stock, ConbikrtSeries C Preferred Stock and Convertible S&iBseferred Stock
are entitled to receive dividends on a pari passishand out of any assets legally available vamehif declared by the board of directors. The
Convertible Series B Preferred Stock is entitlecezeive dividends when and if declared by the ¢b@ddirectors after all accrued and unpaid
dividends have been paid on the outstanding Coble®eries A Preferred Stock, Convertible Seridar€ferred Stock and Convertible
Series D Preferred Stock and prior to and in pesgfee to the declaration of dividends on the Comisazgmmon stock. The preferred stock
dividends accrue cumulatively, whether or not detdaat the rate of: 6% per annum in the case o€threvertible Series A and Convertible
Series C Preferred Stock; 3% per annum in the afgee Convertible Series B Preferred Stock; andp@¥annum in the case of t



Convertible Series D Preferred Stock and are comged quarterly on the last day of March, June,&eper and December for each year
paid.
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Liguidation preference—n the event of a liquidation (as defined), whicbludes a sale of the Company, the ConvertibléeS&»
Preferred Stock will receive the Series D LiquidatPreference (as defined), which is equal to tignal price per share of Convertible
Series D Preferred Stock ($6.00 per share), ppi@antl in preference to the Series A, Series B ang$SC Liquidation Preferences (as defin
After the Series D Liquidation Preference has hggdd, the Convertible Series C Preferred Stock mitkive the Series C Liquidation
Preference, which is equal to the original pricegheare of the Convertible Series C Preferred St$8l8507), prior to and in preference to the
Series A and Series B Liquidation Preferences.rAfte Series C Liquidation Preference has been ga@dConvertible Series A Preferred
Stock will receive the Series A Liquidation Prefere, which is equal to the original price per stidrthe Convertible Series A Preferred Stock
($1.875), prior to and in preference to the SdBiésquidation Preference. After the Series A Liciion Preference has been paid, the
Convertible Series B Preferred Stock will receive Series B Liquidation Preference, which is eqoui&he original price per share ($1.7963).
To the extent that the liquidation preference sifficient to satisfy payment to the respectivei€deof Preferred Stock, then the assets will be
distributed pro rata to that Series.

After the payment to the holders of prefd stock in the preferential amounts as descridide, the holders of preferred stock are
entitled to receive (whether declared or not decigrout of the assets of the Company, any acdsuednpaid preferred dividends. The
dividends for Convertible Series A, B, C and D Brefd Stock compounded quarterly on the last ddyath, June, September and December
and accrue cumulatively at the rate of: 6% per animuthe case of the Convertible Series A and Cdible Series C Preferred Stock; 3% per
annum in the case of the Convertible Series B FreleStock; and 9% per annum in the case of thev€tible Series D Preferred Stock.

If upon a liquidation, the assets to ridbuted among the holders of preferred stockirmsefficient to permit the payment to such
holders of all accrued and unpaid preferred divildethen the entire remaining assets of the Com|egyajly available for distribution will be
distributed among the holders of preferred stodk wqual priority and on pro rata basis. If, after payment to holders of preferred stock
accrued but unpaid preferred dividends, holdeGarfvertible Series D Preferred Stock have not veckpreferred dividends in an amount
equal to at least $1.50 per share of ConvertibleeS® Preferred Stock, then the holders of CoiblerSeries D Preferred Stock will be
entitled to receive, out of the assets of the Camipthe Series D Additional Amount per share of @Gotible Series D Preferred Stock held by
them. The Series D Additional Amount is an amouwertghare equal to the lesser of (i) $7.50 per shia@onvertible Series D Preferred Stock
lessthe amounts previously received per share of CaineISeries D Preferred Stock by holders of Cotibler Series D Preferred Stock
(either as dividends or pursuant to the prefereptigment provisions described above) and (ii) @ow@nt per share of Convertible Series D
Preferred Stock which, when added to the amoumtgiqusly distributed to holders of Convertible 8srD Preferred Stock (either as dividends
or pursuant to the preferential payment provisidescribed above), that would result in the faeeinternal rate of return received by the hol
of Convertible Series D Preferred Stock equalirgpte-tax internal rate of return received by hddg Convertible Series C Preferred Stock
with respect to shares of Convertible Series CdPrefl Stock originally issued by the
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15. Convertible Preferred Stock (Continued)

Company in September 2006 as a result of all ansadistributed to holders of Convertible Series €f@red Stock in such liquidation. If upon
the liquidation, the assets to be distributed ambegholders of Convertible Series D Preferred IStoe insufficient to permit the payment to
such holders of the full Series D Additional Amasirthen the entire remaining assets of the Comfeally available for distribution will be
distributed with equal priority and pro rata amdhg holders of the Convertible Series D Preferred|S

Notwithstanding the provisions abovethia event preferred stock holders would receiveenpooceeds from a liquidation on an as
converted to common stock basis, then such holdeferred to below as holders of converted pretesteck) will be entitled to such greater
amount in lieu of the preferential payments desatibbove.

After payment to the holders of the prefd stock of the full preferential amounts, theaiing assets will be distributed on a pro rata
basis to the holders of common stock and, if applie, the converted preferred stock.

Conversion rights—Each share of preferred stock is convertible atojhtion of the holder in accordance with the cosioa ratio
applicable for each class of stock, which is oregstof common stock for two shares of preferredistand may be further adjusted from time
to time based on additional stock splits, dilutissuances and similar events. The preferred stoalitomatically converted to common stock
upon (i) the affirmative vote of holders of morath55% of preferred stock (voting together as glsinlass and not as separate series on an a:
converted to common stock basis), provided, howeet the affirmative vote of holders of 64% of tBonvertible Series D Preferred Stock
and, under certain circumstances, holders of 65%e€Convertible Series C Preferred Stock, is meglivith respect to such an automatic
conversion (in addition to the affirmative votetbé holders of 55% of the preferred stock); ortfig Company's initial underwritten public
offering resulting in gross proceeds to the Compafimyot less than $100,000 or an offering purst@mule 144A under the Securities Act
resulting in gross proceeds to the Company ofeext than $150,000, in each case with a per shizméngf price to the public of not less than
$11.553. If shares of Convertible Series D PreteBtock are automatically converted into commoglseind the offering price is less than the
greater of (i) $15.00 per share of common stock(@hthe lesser of (A) $18.00 per share of comrstatk and (B) an amount equal to two
times the sum of (1) the Convertible Series D RreteStock original purchase price and (2) the amofiaccrued but unpaid Convertible
Series D Preferred Stock dividends, if any, ea@resbf Convertible Series D Preferred Stock wilcbaverted into shares of common stock
having a value equal to the greater of (y) $7.50spare, and (z) the Convertible Series D PrefeBtedk original purchase price plus accrued
and unpaid Convertible Series D Preferred Stoclddids, if any; provided further, that if the ambprovided in clause (y) is greater than the
amount provided in clause (z), the number of trereshof common stock received upon conversionbeilteduced to the extent necessary, but
in no event to an amount less than the amount geolvin clause (z), for the Convertible Series Ofdtred Stock internal rate of return to be
equal to (but not to exceed) the Convertible Se€i€referred Stock internal rate of return. The eotible Series A Preferred Stock conver:
price is $3.750, the Convertible Series B PrefeBtatk conversion price is $3.5926, the Convert8gees C Preferred Stock conversion price
is $7.702, and the Convertible Series D PrefertedkSconversion price is $12.00, subject to adjestts provided therein.
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Redemption rights—The Company's preferred stock is not redeemahiteeadption of the holder or at a fixed or deterahile date.
Because the terms of the preferred stock contaimiéemed liquidation provision on a change-in-antrowever remote in likelihood, this
deemed liquidation provision is considered a cadirt redemption feature that is not solely withia tontrol of the Company. As such, the
Company has presented the preferred stock out§steckholders' equity in the mezzanine sectiothefDecember 31, 2008 and 2009 and
September 30, 2010 (unaudited) consolidated balsimeets.

Voting rights—Except in the case of certain protective provisiapplicable to holders of preferred stock (or onmore specific series
thereof) summarized below, the preferred stocktaaccommon stock will vote together and not as isgpalasses. Certain actions, including
amendment of the Articles of Incorporation, inceeasthe number of authorized shares, declarafialividends, the repurchase the Company's
stock, an increase the number of shares reservéssfance under stock plan approved by the BdaBdrectors, authorization of a liquidation
of the Company or change the authorized numbeiretdrs, require the approval of holders of fifitye percent of the preferred stock voting
as a single class.

In addition, certain actions, such asessle changes to the rights, preferences or pradlef a series of preferred stock, may require the
consent of holders of a specified percentage afeshaf such series.

Each holder of shares of preferred ste@atitled to the number of votes equal to the Ibeinof shares of common stock into which such
shares of preferred stock held by such holder efiepred stock could then be converted.

Convertible Series A Preferred Stock

In April 2006, the Company issued 63,8B8res of Convertible Series A Preferred Stocl$io875 per share for net proceeds of
$118,200, net of issuance costs. The proceedstfrerissuances were received by the Company inramzhes: $86,200, net of issuance costs,
in April 2006 and $32,000 in July 2006. In additi@133 shares of Convertible Series A PreferrediStvalued at $4,000 were issued as part
of the purchase price consideration in connectigh the acquisition of eNom. For the nine-monthipgiended December 31, 2007, the years
ended December 31, 2008 and 2009, and the nineknpeniod ended September 30, 2010, the liquidatieference increased by
approximately $6,000, $8,400, $8,900 and $7,00@4dited), respectively, for cumulative ConvertiBleries A Preferred Stock dividends. As
of December 31, 2009 and September 30, 2010 thegafg liquidation preference was $152,462 and $089unaudited), respectively.

Convertible Series B Preferred Stock

In conjunction with the acquisition of @M in April 2006, the Company issued 9,464 shafé&somvertible Series B Preferred Stock for
$1.7963 per share having a net aggregate fair \adlapproximately $17,000 as part of the purchagee gonsideration. For the nine-month
period ended December 31, 2007, the years endeghiber 31, 2008 and 2009, and the nine-month pended September 30, 2010, the
liquidation preference increased by approximatdi9® $600, $600 and $400
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15. Convertible Preferred Stock (Continued)

(unaudited), respectively, for cumulative ConvéetiSeries B preferred stock dividends. As of Decendi, 2009 and September 30, 2010 the
aggregate liquidation preference was $19,007 afcg442 (unaudited), respectively.

Convertible Series C Preferred Stock

In September 2006, the Company issuetbhdf 25,969 shares of Convertible Series C PrefieStock for $3.8507 per share for net
proceeds of $99,800, net of issuance costs. Theshssued (and proceeds received) included 2 j5@2s issued upon conversion of the
Company's then outstanding $10,000 Subordinated€tible Note in September 2006 (Note Bletes Payable and Revolving Line of Crec
In May 2007, the Company issued a total of 78 shafe&onvertible Series C Preferred Stock for $378per share to an investor.

For the nine-month period ended DecerBie2007, the years ended December 31, 2008 arfj 200 the nine-month period ended
September 30, 2010, the liquidation preferenceegmed by approximately $4,800, $6,800, $7,200 &&D® (unaudited), respectively, for
cumulative Convertible Series C Preferred Stockdainds. As of December 31, 2009 and September(@@ the aggregate liquidation
preference was $122,147 and $127,790 (unauditesectively.

Convertible Series D Preferred Stock

On September 10, 2007, the Company isauethl of 16,667 shares of Convertible Serieg&dPred Stock, for $6.00 per share resu
in net proceeds of $99,700, net of issuance cbistdarch 2008, the Company issued to two existimgrsholders an aggregate 5,833 shares of
Convertible Series D Preferred Stock, at $6.00spare for proceeds totaling $34,800, net of isse@osts. Proceeds from this issuance of
Convertible Series D Preferred Stock were usethamte the acquisition of Pluck. For the nine-mauethiod ended December 31, 2007, the
years ended December 31, 2008 and 2009, and te-month period ended September 30, 2010, the litjoidg@reference was increased by
approximately $2,837, $12,500, $14,100 and $11(608udited) for cumulative Convertible Series Dfémed Stock dividends. As of
December 31, 2009 and September 30, 2010 the aggriguidation preference was $164,457 and $175(@8audited), respectively.

16. Preferred Stock Warrants

In August 2006, and in connection witfinancing agreement, the Company issued a waroaatduire 260 shares of Convertible
Series C Preferred Stock at an exercise price 8583er share. In December 2008, the Company egeluitiis warrant for a warrant to
purchase 117 shares of the Company's common stittkan exercise price of $5.90 per share. The avdrexpires on the earlier of
(i) August 18, 2011, (ii) the closing date of then@any's initial public offering or (iii) the cla®j of a change in control (as defined).

In October 2006 and as part of the puset@ice consideration for the assets of AnswertbegCompany issued a warrant to purchase
125 shares of Convertible Series C Preferred Sibek exercise price of $3.85 per share (the ArtsageWarrant). The warrant expires on the
earlier of
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16. Preferred Stock Warrants (Continued)

(i) October 3, 2011, (i) the closing date of thenipany's initial public offering or (iii) the clowj of a change in control (as defined).

The Company determined the fair valuthefConvertible Series C preferred stock warrasisgithe BlackScholes option pricing moc
using the following assumptions as of December280;7, 2008 and 2009, and September 30, 2010:

December 31 September 30,
2007 2008 2009 2010
(unaudited)
Weighted average remaining
contractual term (year: 3.8 2.8 1.8 1.C
Volatility 53% 6C% 60% 50%
Risk-free rate 3.52% 1.0(% 1.1%% 0.27%
Dividend yield 6% 6% 6% 6%

For the nine-month period ended DecerBtie007, the years ended December 31, 2008 arfi] 206 the nine-month periods ended
September 30, 2009 and 2010, the Company recosgeshge of $104, $82, $59, $78 (unaudited) and $a82udited), respectively, for the
change in value of the Convertible Series C Prete8tock warrants. The warrant liability relatedite Answerbag Warrant of $166, $225 and
$387 (unaudited) as of December 31, 2008 and 2069 September 30, 2010, respectively, is recomdethier liabilities, non-current.

17. Concentrations
Concentration of the Cost of Registered Names

For the nine-month period ended DecerdieR007, the years ended December 31, 2008 arfi] 266 the nine-month period ended
September 30, 2009 and 2010, approximately 86%, 86%, 85% (unaudited) and 83% (unaudited), respygt of the payments for the cost
of registered names and prepaid registration fere wiade to a single domain name registry, whieltésedited by ICANN to be the exclus
registry for certain TLD's. The failure of this isfgy to perform its operations may cause signiftcghort-term disruption to the Company's
domain registration business.

Concentrations of Credit and Business Risk

Financial instruments that potentiallpjget the Company to a concentration of credit dsksist of cash and cash equivalents,
marketable securities and accounts receivable.

At December 31, 2008 and 2009, the Coryiparash and cash equivalents and marketable 8eswiere maintained primarily with four
major U.S. financial institutions and two foreigartks. The Company also has used one Internet payr@ressor in both periods. Deposits
with these institutions at times exceed the fetiemasured limits, which potentially subjects ther@pany to concentration of credit risk. The
Company has not experienced any losses relaté@se balances and believes that there is minisial ri
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17. Concentrations (Continued)

A substantial portion of the Company'seatising revenue is generated through arrangenvattiswo advertising network partners. The
Company may not be successful in renewing anyeddlragreements, or if they are renewed, they miayenon terms as favorable as current
agreements. The Company may not be successfuhéwirg its agreements with advertising networkrnpent on commercially acceptable
terms. The percentage of revenue generated thaugllvertising network partner representing moae 0% of consolidated revenue is as
follows:

) Nine Months
Nine Months Year ended ended
ended December 31, September 30
December 31,
2007 2008 2009 2009 2010
(unaudited) (unaudited)
Advertising Network Partne
A 14% 14% 14% 16% *
Advertising Network Partne
B 13% * * * *
Advertising Network Partne
C * 12% 18% 17% 28%

*—less than 10% for the perit

At December 31, 2008, 2009 and Septerd®e2010, advertising network partners comprisirayarthan 10% of the consolidated
accounts receivable balance were as follows:

2008 2009 2010

(unaudited)
Advertising Network Partner . 34% 32% 11%
Advertising Network Partner 189% 22% 34%

18. Business Combinations

The Company accounts for acquisitionbusfinesses using the purchase method of accoumtiage the cost is allocated to the
underlying net tangible and intangible assets aequbased on their respective estimated fair gallibe excess of the purchase price over the
estimated fair values of the net assets acquiregtmrded as goodwill.

Determining the fair value of certain acgd assets and liabilities is subjective in natand often involves the use of significant
estimates and assumptions, including, but notéidhtb, the selection of appropriate valuation methagy, projected revenues, expenses and
cash flows, weighted average cost of capital, dietoates, estimates of advertiser and publishrepteer rates and estimates of terminal val

During the year ended December 31, 20@Btlae nine-month period ended December 31, 20@7Company acquired businesses
consistent with the Company's strategic plan ofiaity, consolidating and developing Internet meatiaperties and applications. The
Company's first acquisition in 2006, eNom, resultethe Company having a technology platform fomadin advertising websites, full media
content websites and an extensive network of igselistomer relationships. The Company's subse@eenisitions primarily represent social
media and media
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18. Business Combinations (Continued)

content properties designed to cater to onlinewsidst communities with specific interest in theaar of knowledge, lifestyle and entertainn
In addition to identifiable assets acquired in thbasiness combinations, the Company acquired gtiddat primarily derives from the ability
to generate synergies across the Company's matiaeseand the loyalty of a passionate user comtyuni

The acquisitions are included in the Camys consolidated financial statements as of #te df the acquisition. The following tables
summarize the total purchase consideration andgstimated fair value of the assets acquired antahiities assumed for business
acquisitions made by the Company during the yede@iecember 31, 2008 and nine-month period enéeérbber 31, 2007:

Acquisitions during the year ended December 31, 280

The Daily Plate Pluck
Purchase consideratia
Cash and acquisition cos $ 4,037 $ 54,42:
Deferred acquisition considerati 1,00( 25C
Notes payabl — 10,00(
Repayment of existing de — 1,614
Total purchase consideratic $ 5,037 $ 66,28t
Assets:
Cash $ — $ 41C
Current assel — 2,17¢
Property & equipmer — 1,181
Intangible asset:
Trade name 18 2,02¢
Media conten 1,231 451
Non-compete agreemer 14¢ 2,01(
Customer relationshif 21 2,092
Technology 20¢ 23,79(
Goodwill 3,411 39,12¢
Total assets acquire 5,03 73,26%
Current liabilities, excluding deferred tax liabigis — (1,499
Deferred tax liabilities, ne — (5,457
Other lon¢-term liabilities — (35
Net assets acquire $ 5,037 $ 66,28t
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18. Business Combinations (Continued)

Acquisitions during the nine-month period ended Deember 31, 2007:

Pagewise Airliners Other Total
Purchase consideratior
Cash and acquisition cos $ 15,76. $ 8,22« $ 15,22¢ $ 39,20¢
Deferred acquisition considerati — — 654 654
Common stocl — — 70 70
Total purchase considerati $ 15,76 $ 8,22« $ 15,947 $ 39,93i
Assets
Cash $ 384 $ 1,012 $ 114 $ 1,517
Current assel 40z 15¢ 14 57C
Property and equipme 70 — 12t 19t
Deferred tax asse 12 — 43 55
Intangible assel
Trade name 23C 90 227 547
Media conten 3,51t 1,717 2,915 8,14¢
Non-compete agreemer 1,67(C 36C 82C 2,85(
Subscriber relationshi — 15€ 221 377
Content publisher relationshi 19t — — 19t
Advertiser relationship — — 37¢ 37¢
Technology — — 39¢ 39¢
Goodwill 10,94: 5,012 10,92: 26,871
Total assets acquire 17,42: 8,50z 16,18( 42,10:
Current liabilities, excluding deferred tax liakigis,
current (259 (27¢) (239) (770
Deferred tax liabilities, ne (1,407 — — (1,407
Net assets acquire $ 15,76 $ 8,22« $ 15,947 $ 39,93i

Pagewise

In June 2007, the Company acquired 100#heooutstanding stock of Pagewise.com, Inc. (R&®, consisting of two websites:
ExpertVillage.com—a how-to video production cerged library—and Essortment.com—a text-driven howstele site. The Company
accounted for the transaction as a business cotidnind@he purchase price consideration consistaezhsh and acquisition costs of $15,800.

In connection with the acquisition, $2)65 cash consideration was placed in escrow taredndemnification claims and was released
in June 2008.

The acquired intangible assets in thelarhof $5,610 have a weighted average useful figpproximately five years. The identifiable
intangible assets are comprised of trade namesantiiue of $230 (5-year straight-line useful lifljnmaker relationships with a value of
$195 (3-year straight-line useful life), non-comgpagreements with a value of $1,670 (range of lieés from two
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18. Business Combinations (Continued)

to three years, straight-line), and media contetit avalue of $3,515 (7-year straight-line usdife). The goodwill of $10,942 and the
intangible assets valued at $5,610 are not dededbtb federal tax purposes.

Airliners

In June 2007, the Company acquired 1008eooutstanding stock of Ludgren Aerospace ABwaedish company operating
Airliners.net and MyAviation.net. Airliners.net hiesa large database of high-quality airline phetod serves as an online resource for the
aviation community. MyAviation.net is a relatedesihat offers additional airline photo hosting esipplement to Airliners.net. The Company
accounted for the transaction as a business cotidnind@he purchase price consideration consistamhsh and acquisition costs of $8,200.

In connection with the acquisition, $8f4ash consideration was placed in escrow to séademnification claims. In December 2007,
$800 of cash was released to sellers; the remawagreleased in July 2008.

The acquired intangible assets in thelarhof $2,323 have a weighted average useful filgpproximately six years. The identifiable
intangible assets are comprised of trade namesantiue of $90 (5-year straight-line useful lifeystomer relationships with a value of $156
(7-year straight-line useful life), non-competeenents with a value of $360 (3-year straight-liseful life), and media content with a value
of $1,717 (7-year straight-line useful life). Theoglwill of $5,012 and the intangible assets valae$2,323 are deductible over 15 years for
federal tax purposes.

Other 2007 Acquisitions

During the nine months ended DecembegBQ7, the Company acquired thirteen other indi@iljuimmaterial online businesses for a
total purchase price consideration of $16,000, tviwes primarily in cash, consistent with the Compestrategic plan of acquiring,
consolidating, and developing Internet media prigeand applications.

Goodwill and identifiable intangible atseecognized in those transactions amounted t®33Gnd $4,961, respectively. The weighted
average amortization period of identifiable intdolgiassets is approximately 5 years. The good##99385 and the intangible assets valued at
$4,013 are deductible over 15 years for federaptaposes. The goodwill of $1,538 and the intarggéssets valued at $948 are not deductible
for federal tax purposes.

The Daily Plate

In January 2008, the Company acquiredtsubially all the assets of The Daily Plate (Thi§date.com), a community-based website
for nutrition and fitness enthusiasts for totalghase consideration of $5,037, including acquisitiosts. The Daily Plate was owned and
operated by four employees of the Company pridhéoacquisition by the Company. The Company acealfdr the transaction as a business
combination.
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18. Business Combinations (Continued)

In connection with TheDailyPlate.com aisifion, $1,000 of consideration was initially whtkld by the Company to secure
indemnification obligations from the selling shaokters. In July 2008, the first $500 installmenympant of the withheld consideration was
made. The remaining $500 portion of the holdback reteased in January 2009, after confirmationribahdemnification claims were
identified.

The acquired intangible assets in thelarhof $1,626 have a weighted average useful figpproximately five years. The identifiable
intangible assets are comprised of trade namesawtiue of $18 (2-year straiglite useful life), direct advertiser relationshipigh a value o
$381 (5-year straight-line useful life), customeliationships with a value of $21 (2-year straighé-luseful life), non-compete agreements with
a value of $148 (2-year straight-line useful lifedntent with a value of $850 (5-year straight-lirseful life), and technology with a value of
$208 (5-year straight-line useful life). The gooliwf $3,400 and the acquired intangibles with dieaof $1,600 are deductible over 15 years
for federal tax purposes.

Pluck

In March 2008, the Company acquired 1@%he outstanding stock of Pluck. Pluck is a pdeviof social media tools and technologies
which enable publishers, brands and retailersdadheir audiences by integrating content, comnyuauitd social media technologies directly
into their existing web properties. The Companyoaitted for the transaction as a business combmakioe purchase consideration of $66,
consisted of the following: cash and acquisitioats®f $54,421; deferred consideration of $250ayegent of Pluck's existing debt of $1,614;
and promissory notes for $10,000 that matured ol 8p2009 and bore interest at 7% annually. Omil&} 2009, the Company paid the
promissory notes and $772 accrued interest.

The Company agreed to payout certain stegestock options held by Pluck employees atithe of acquisition (Note 13—Share-based
Compensation Plans and Awards). As a result, thef@aoy was obligated to pay in cash approximate|g@2over the original vesting period
of the stock option awards. Such amount is recoaedecbmpensation expense contingent on the empdoy@etinued employment with
Demand Media. During the years ended December(®19 and 2008, $564 and $899, respectively, of oalsed to the vested stock options
was paid out to Pluck employees.

In connection with the acquisition, $25@ash consideration was deferred to secure worapital requirements. The deferred
consideration was released in December 2008 aitdirmation that the minimum working capital redaritents were satisfied.

In November 2008, $371 related to thalfimorking capital adjustment was paid to the sell&his working capital adjustment and
consequent adjustments to deferred tax liabiliggssilted in changes to the preliminary allocatiohassets and liabilities, other than intangible
assets.

The acquired intangible assets in thelarhof $30,372 have a weighted average usefubfifgoproximately five years. The identifiable
intangible assets are comprised of trade namesantiue of $2,029 (5-year straight-line usefud)lifcustomer relationships with a value of
$2,092 (5-year straight-line useful life), non-catgpagreements with a value of $2,010 (range dtilibees from two
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18. Business Combinations (Continued)

years to three years, strai-line), content rights with a value of $451 (5-ystmight-line useful life) and technology with alwe of $23,790
(5-year straight-line useful life). The goodwill $89,100 and the acquired intangibles with a vafu®30,372 are not deductible for federal tax
purposes.

Supplemental Pro forma Information (unaudited)

Supplemental information on an unaudieaforma basis, as if the 2007 and 2008 acquisititad been consummated as of the
beginning of each period presented, is as follows:

Nine-month

period ended Year ended
December 31, December 31,
2007 2008
(unaudited)
Revenue: $ 106,66: $ 170,88:
Net loss (8,637 (16,107

Included in revenues for the year endeddbnber 31, 2008 is $6,911 related to social mezidces revenues generated by Pluck, which
was acquired in March 2008. Disclosure of revemaearnings for the other 2007 and 2008 acquisitinoluded in the consolidated results of
the Company for the post acquisition periods isrampcable because their operations were integliatecbur existing business and not
managed or tracked on a separate basis.

The unaudited pro forma supplementalrimfition is based on estimates and assumptions \ithecBompany believes are reasonable
reflects amortization of intangible assets as alte$ the acquisitions. The pro forma results moenecessarily indicative of the results that
have been realized had the acquisitions been ddased as of the beginning of the periods presented

19. Business Segments

The Company operates in one operatingieaty The Company's chief operating decision mék&®DM") manages the Company's
operations on a consolidated basis for purposesaitiating financial performance and allocatingteses. The CODM reviews separate
revenue information for its Content & Media and Ré&gr offerings. All other financial informatios reviewed by the CODM on a
consolidated basis. All of the Company's principa¢rations and decision-making functions are latatehe United States. Revenues
generated outside of the United States are notriabfer any of the periods presented.
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19. Business Segments (Continued)

Revenues derived from the Company's Co®ieMedia and Registrar Services are as follows

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
(unaudited) (unaudited)
Revenue!
Content & Media
revenue:
Owned & operate: $ 35437 $ 62,83: $ 73,20¢ $ 51,64¢ $ 75,98
Network 13,90t 21,98¢ 34,51: 23,99: 30,12¢
Total Content & Media
revenue: 49,34 84,82 107,71 75,64 106,10¢
Registrar revenue 52,95 85,42¢ 90,73t 67,324 73,24¢
Total Revenue $ 102,29 $ 170,25( $ 198,45. $ 14296 $ 179,35

20. Net Loss Per Share

The following table sets forth the congdign of basic and diluted net loss per share ofroon stock:

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
(unaudited) (unaudited)
Numerator:
Net loss $ (561) $ (14909 $ (2247) $ (18536 $ (6,359
Cumulative preferred
stock dividend: (14,059 (28,209 (30,84¢) (22,85%) (24,649

Net loss attributable t
common stockholder $  (19,67¢) $ (43,11) $ (53,319 $ (41,399 $ (31,009

Denominator:
Weighted average
common shares

outstanding 13,63! 14,26¢ 14,55 14,55: 14,90¢
Weighted average
unvested RSPF (9,000) (6,082 (3,395 (3,729 (1,555

Weighted averag

common shares

outstandin—basic 4,631 8,18¢ 11,15¢ 10,82 13,35(
Dilutive effect of stock

options, warrants and

convertible preferred

stock — — — — —

Weighted average

common shares
outstandin—diluted 4,631 8,18¢ 11,15¢ 10,82: 13,35(

Net loss per sha—basic



and dilutec $ (4.25) $ (5.27) $ 4.79) $ (3.82) $ (2.32)

F-63




Table of Contents

Demand Media, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Contired)
(Information for the nine-month periods ended Septmber 30, 2009 and 2010 is unaudited)
(In thousands, except per share amounts)
20. Net Loss Per Share (Continued)

As of each period end, the following coomequivalent shares were excluded from the caionlaf the Company's net loss per share as
their inclusion would have been antidilutive:

Nine Months
Nine Months Year ended ended
ended December 31, September 30,
December 31,
2007 2008 2009 2009 2010
(unaudited) (unaudited)

Stock options 5,83( 8,02: 11,77: 11,827 19,02¢
Unvested RSPR 7,84% 4,68: 2,03¢ 2,81¢ 1,36(
Convertible Series /

Preferred Stoc 32,66 32,667 32,667 32,66 32,667
Convertible Series |

Preferred Stoc 4,73: 4,73: 4,732 4,73z 4,732
Convertible Series C

Preferred Stoc 13,02 13,02 13,02 13,02 13,02
Convertible Series D

Preferred Stoc 8,33¢ 11,25( 11,25( 11,25( 11,25(
Convertible Series !

Preferred Stock

Warrants 193 63 63 63 63
Common Stock Warran 45 1,37¢ 1,37¢ 1,37¢ 1,74¢

21. Unaudited Pro Forma Net Loss Per Share

Unaudited pro forma basic and dilutedlas$ per common share have been computed to fject to the conversion on a two-for-one
basis of the Company's convertible preferred sfaskng the if-converted method) into common stogkheugh the conversion had occurred as
of January 1, 2009, as follows:

Nine Months
Year ended ended
December 31, September 30,
2009 2010
(unaudited)
Numerator:
Net loss $ (22,47) % (6,359)
Add: Change in fair value of preferred warrant ili&po 59 162
Prc-forma net los: $ (22,410 $ (6,199
Denominator
Shares used in computing basic and diluted netdesshart 11,15¢ 13,35(
Adjustment for assumed conversion of preferredks 61,67: 61,67:
Shares used in computing basic and dilute-forma net los: 72,83 75,02:
Prc-forma net loss per she—basic and dilute: $ (0.31) $ (0.0¢)

Proforma net loss per share excludes the issuandeaoés of common stock upon the net exercise ofamgsito purchase common st
and the Answerbag Warrant.
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22. Change in Year End

Effective with the year ended December28D7, the Company changed its fiscal year-ena fitarch 31 to December 31 and as such,
the Company's financial statements for the periatbd December 31, 2007 represent a nine-monthdpdm April 1, 2007 to December 31,
2007. The following table presents certain unaulditeancial information for the nine-month pericelsded December 2006 and 2007.

Nine Months
ended
December 31,
2006 2007
(unaudited)

Revenue! $ 34,76¢ $ 102,29!
Loss from operation (1,542) (7,08])
Loss before income tax (2,506 (7,910
Income tax benef 804 2,29:
Net loss $ (1,702 $ (5,61%)
Basic and diluted net loss per sh $ (4.66) $ (4.25)
Weighted average common shares outstan 1,79( 4,631

23. Subsequent Events

In connection with the issuance of thesmidated financial statements for the year erglecember 31, 2009, the Company evaluated
subsequent events through April 30, 2010, Augug0@&0, January 3, 2011, and January 21, 2011 ateetde consolidated financial statements
were issued. In connection with the re-issuandd@tonsolidated financial statements and the is=uaf the interim consolidated financial
statements for the nine-month period ended Septe@the010, the Company evaluated subsequent etrentggh October 28, 2010. In
connection with the reissuance of the interim firiahstatements for the nine-month period endede®eper 30, 2010 and the consolidated
financial statements for the year ended Decembge2@19, the Company evaluated subsequent eveotsgihdanuary 25, 2011, the date of
reissuance of such financial statements.

During the period from October 1, 201@émuary 25, 2011, the Company granted stock agptmpurchase 512 shares of common stock
with a weighted average exercise price of $15.84%pare, and issued 55 restricted stock units @ited).
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