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such persons may be deemed to be affiliates. This determination of executive officer or affiliate status is not a conclusive determination for other purposes.
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Report on Form 10-K where indicated.
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PART1
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements. All statements other than statements of historical facts, including statements regarding our
future financial condition, business strategy and plans and objectives of management for future operations, are forward-looking statements.
Terminology such as believe, may, might, objective, estimate, continue, anticipate, intend, should, plan, expect,
negative of these terms or other similar expressions is intended to identify forward-looking statements. We have based these forward-looking
statements largely on our current expectations and projections about future events and financial trends that we believe may affect our financial
condition, results of operations, business strategy and financial needs. These forward-looking statements are subject to a number of known and
unknown risks and uncertainties that could cause our actual results to differ materially from those expressed or implied in our forward-looking

predict,

statements. Such risks and uncertainties include, among others, those listed in Part 1, Item 1A. Risk Factors of this Annual Report on Form 10-K

and elsewhere in this report, such as but not limited to:

our immature industry and relatively new business model;

our dependence on Internet search companies to attract Internet visitors;

our dependence on a small number of large clients and our dependence on a small number of client verticals for a majority of our
revenue;

changes in regulatory and legislative environment affecting our business or our clients businesses;

our ability to successfully manage any recent or future acquisitions;

our ability to attract and retain qualified employees and key personnel;

our ability to enhance and maintain our client and vendor relationships;

our ability to return to growth and to manage such growth effectively;

our ability to accurately forecast our operating results and appropriately plan our expenses;

our ability to develop new services and enhancements and features to meet new demands from our clients;

our ability to raise additional capital in the future, if needed;

general economic conditions in our domestic and potential future international markets;
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our ability to compete in our industry; and

our ability to protect our intellectual property rights.
Except as required by law, we undertake no obligation to update publicly any forward-looking statements for any reason to conform these
statements to actual results or to changes in our expectations. Given these risks and uncertainties, readers are cautioned not to place undue
reliance on such forward-looking statements and we qualify all of our forward-looking statements by these cautionary statements.

Item 1. Business
Our Company

QuinStreet is a leader in vertical marketing and media online. We have built a strong set of capabilities to engage Internet visitors with targeted
media and to connect our marketing clients with their potential customers online. We focus on serving clients in large, information-intensive
industry verticals where relevant, targeted media and offerings help visitors make informed choices, find the products that match their needs, and
thus become qualified customer prospects for our clients. Our current primary client verticals are the education and financial services industries.
We also have a presence in the business-to-business technology, home services and healthcare industries.
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We generate revenue by delivering measurable online marketing results to our clients. These results are typically in the form of qualified leads

or clicks, the outcomes of customer prospects submitting requests for information on, or to be contacted regarding, client products, or their
clicking on or through to specific client offers. These qualified leads or clicks are generated from our marketing activities on our websites or via
third-party publishers with whom we have relationships. Clients primarily pay us for leads that they can convert into customers, typically in a

call center or through other offline customer acquisition processes, or for clicks from our websites that they can convert into applications or
customers on their websites. We are predominantly paid on a negotiated or market-driven perlead or perclick basis. Media costs to generate
qualified leads or clicks are borne by us as a cost of providing our services.

Founded in 1999, we have been a pioneer in the development and application of measurable marketing on the Internet. Clients pay us for the

actual opt-in actions by prospects or customers that result from our marketing activities on their behalf, versus traditional impression-based
advertising and marketing models in which an advertiser pays for more general exposure to an advertisement. We have been particularly focused
on developing and delivering measurable marketing results in the search engine ecosystem , the entry point of the Internet for most of the visitors
we convert into qualified leads or clicks for our clients. We own or partner with vertical content websites that attract Internet visitors from

organic search engine rankings due to the quality and relevancy of their content to search engine users. We also acquire targeted visitors for our
websites through the purchase of pay-per-click, or PPC advertisements on search engines. We complement search engine companies by building
websites with content and offerings that are relevant and responsive to their searchers, and by increasing the value of the PPC search advertising
they sell by matching visitors with offerings and converting them into customer prospects for our clients.

Market Opportunity
Change in marketing strategy and approach

We believe that marketing approaches are changing as budgets shift from offline, analog advertising media to digital advertising media such as
Internet marketing. These changing approaches are fundamental, and require a shift to fundamentally new competencies, including:

From qualitative, impression-driven marketing to analytic, data-driven marketing

We believe that the growth in Internet marketing is enabling a more data-driven approach to advertising. The measurability of online marketing
allows marketers to collect a significant amount of detailed data on the performance of their marketing campaigns, including the effectiveness of
ad format and placement and user responses. This data can then be analyzed and used to improve marketing campaign performance and
cost-effectiveness on substantially shorter cycle times than with traditional offline media.

From account management-based client relationships to results-based client relationships

We believe that marketers are becoming increasingly focused on strategies that deliver specific, measurable results. For example, marketers are
attempting to better understand how their marketing spending produces measurable objectives such as meeting their target marketing cost per
new customer. As marketers adopt more results-based approaches, the basis of client relationships with their marketing services providers is
shifting from being more account management-based to being more results-oriented.

From marketing messages pushed on audiences to marketing messages pulled by self-directed audiences

Traditional marketing messages such as television and radio advertisements are broadcast to a broad audience. The Internet is enabling more
self-directed and targeted marketing. For example, when Internet visitors click on PPC search advertisements, they are expressing an interest in
and proactively engaging with information about a product or service related to that advertisement. The growth of self-directed marketing,
primarily through
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online channels, allows marketers to present more targeted and potentially more relevant marketing messages to potential customers who have
taken the first step in the buying process, which can in turn increase the effectiveness of marketers spending.

From marketing spending focused on large media buys to marketing spending optimized for fragmented media

We believe that media is becoming increasingly fragmented and that marketing strategies are changing to adapt to this trend. There are millions
of Internet websites, tens of thousands of which have significant numbers of visitors. While this fragmentation can create challenges for
marketers, it also allows for improved audience segmentation and the delivery of highly targeted marketing messages, but new technologies and
approaches are necessary to effectively manage marketing given the increasing complexity resulting from more media fragmentation.

Increasing complexity of online marketing

Online marketing is a dynamic and increasingly complex advertising medium. There are numerous online channels for marketers to reach
potential customers, including search engines, Internet portals, vertical content websites, affiliate networks, display and contextual ad networks,
email, video advertising, and social media. We refer to these and other marketing channels as media. Each of these channels may involve
multiple ad formats and different pricing models, amplifying the complexity of online marketing. We believe that this complexity increases the
demand for our vertical marketing and media services due to our capabilities and to our experience managing and optimizing online marketing
programs across multiple channels. Also marketers and agencies often lack our ability to aggregate offerings from multiple clients in the same
industry vertical, an approach that allows us to cover a wide selection of visitor segments and provide more potential matches to Internet visitor
needs. This approach can allow us to convert more Internet visitors into qualified leads or clicks from targeted media sources, giving us an
advantage when buying or monetizing that media.

Our Business Model

We deliver cost-effective marketing results to our clients, predictably and scalably, most typically in the form of a qualified lead or click. These
leads or clicks can then convert into a customer or sale for the client at a rate that results in an acceptable marketing cost to them. We get paid by
clients primarily when we deliver qualified leads or clicks as defined in our agreements. We bear the costs of media, thus our programs must
deliver a value to our clients and a media yield, or margin on our media costs, that provides a sound financial outcome for us. Our general
process is:

We own or access targeted media;

We run advertisements or other forms of marketing messages and programs in that media to create visitor responses or clicks through
to client offerings;

We match these responses or clicks to client offerings or brands that meet visitor interests or needs, converting visitors into qualified
leads or clicks; and

We optimize client matches and media yield such that we achieve desired results for clients and a sound financial outcome for us.
Media cost, or the cost to attract targeted Internet visitors, is the largest cost input to producing the measurable marketing results we deliver to
clients. Balancing our clients cost and conversion objectives, or the rate at which the leads or clicks that we deliver to them convert into
customers, with our media costs and yield objectives, represents the primary challenge in our business model. We have been able to effectively
balance these competing demands by focusing on our media sources and capabilities, conversion optimization, and our mix of offerings and
client coverage. We also seek to mitigate media cost risk by working with third-party
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website publishers predominantly on a revenue-share basis; media purchased on a non-revenue-share basis has represented a minority of our
media costs and of the Internet visitors we convert into qualified leads or clicks for clients.

Media and Internet visitor mix

We are a client-driven organization. We seek to be one of the largest providers of measurable marketing results on the Internet in the client
industry verticals we serve by meeting the needs of clients for results, reliability and volume. Meeting those client needs requires that we
maintain a diversified and flexible mix of Internet visitor sources due to the dynamic nature of online media. Our media mix changes with
changes in Internet visitor usage patterns. We adapt to those changes on an ongoing basis, and also proactively adjust our mix of vertical media
sources to respond to client or vertical-specific circumstances and to achieve our financial objectives. Generally, our Internet visitor sources
include:

websites owned and operated by us, with content and offerings that are relevant to our clients target customers;

visitors acquired from PPC advertisements purchased on major search engines and sent to our websites;

revenue sharing agreements with third-party publishers with whom we have a relationship and whose content is relevant to our
clients target customers;

email lists owned by third parties and warranted to us by their owners to comply with the CAN-SPAM Act;

email lists owned by us, and generated on an opt-in basis from Internet visitors to our websites; and

display ads run through online advertising networks or directly with major websites or portals.
Conversion optimization

Once we acquire targeted Internet visitors from any of our numerous online media sources, we seek to convert that media into qualified leads or
clicks at a rate that balances client results with our media costs or yield objectives. We start by defining the segments and interests of Internet
visitors in our client verticals, and by providing them with the information and product offerings on our websites and in our marketing programs
that best meet their needs. Achieving acceptable client results and media yield then requires ongoing testing, measuring, analysis, feedback, and
adaptation of the key components of our Internet marketing programs. These components include the marketing or advertising messaging,
content mix, visitor navigation path, mix and coverage of client offerings presented, and point-of-sale conversion messaging the content that is
presented to an Internet visitor immediately prior to converting that individual into a lead or click for our clients. This data complexity is
managed by us with technology, data reporting, marketing processes, and personnel. We believe that our scale and more than ten-year track
record give us an advantage, as managing this complexity often implies a steep experience-based learning curve.

Offerings and client coverage

The Internet is a self-directed medium. Internet visitors choose the websites they visit and their online navigation paths, and always have the
option of clicking away to a different website or web page. Having offerings or clients that match the interests or needs of website visitors is key
to providing results and adequate media yield. Our vertical focus allows us to continuously revise and improve this matching process, to better
understand the various segments of visitors and client offerings available to be matched, and to ensure that we enable Internet visitors to find
what they seek.
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Our Competitive Advantages
Vertical focus and expertise

We focus our efforts on large, attractive client market verticals, and on building our depth of media and coverage of clients and client offerings
within them. We have been a pioneer in developing vertical marketing and media on the Internet, and in providing measureable marketing
results to clients. We focus on clients who are moving their marketing spending to measurable online formats and on information-intensive
client verticals with large underlying market opportunities and high product or customer lifetime values. This focus allows us to utilize targeted
media, in-depth industry and client knowledge, and customer segmentation and breadth of client offerings, or coverage, to deliver results for our
clients and greater media yield.

Measurable marketing experience and expertise

We have substantial experience at designing and deploying marketing programs that allow Internet visitors to find the information or product
offerings they seek, and that can deliver economically attractive, measurable results to our clients, cost-effectively for us. Such results require
frequent testing and balancing of numerous variables, including Internet visitor sources, mix of content and of client and product offerings,
visitor navigation paths, prospect qualification, and advertising creative design, among others. The complexity of executing these marketing
campaigns is challenging. Due to our scale and more than ten-year track record, we have successfully executed thousands of Internet marketing
programs, and we have gained significant experience managing and optimizing this complexity to meet our clients volume, quality and cost
objectives.

Targeted media

Targeted media attracts Internet visitors who are relatively narrowly focused demographically or in their interests. Targeted media can deliver
better measurable marketing results for our clients, at lower media costs for us, due to higher rates of conversion of Internet visitors into leads or
clicks for targeted offerings and, often, due to less competition from display advertisers. We have significant experience at creating, identifying,
monetizing, and managing targeted media on the Internet. Many of the targeted media sources for our marketing programs are proprietary or
more defensible because of our direct ownership of websites in our client verticals, our acquisition of targeted Internet visitors directly from
search engines to our websites, and our exclusive or long-term relationships with media properties or sources owned by others. Examples of
websites that we own and operate include WorldWideLearn.com and Schools.com in our education client vertical; CardRatings.com,
MoneyRates.com, Carlnsurance.com, Insurance.com and Insure.com in our financial services client vertical; Internet.com in our
business-to-business technology client vertical; AllAboutLawns.com and OldHouseWeb.com in our home services client vertical; and
ElderCarelink.com in our healthcare client vertical.

Proprietary technology

We have developed a core technology platform and a common set of applications for managing and optimizing measurable marketing programs
across multiple client verticals at scale. The primary objectives and effects of our technologies are to achieve higher media yield, deliver better
results for our clients, and more efficiently and effectively manage our scale and complexity. We continuously strive to develop technologies
that allow us to better match Internet visitors in our client verticals to the information, clients or product offerings they seek at scale. In so doing,
our technologies can allow us to simultaneously improve visitor satisfaction, increase our media yield, and achieve higher rates of conversions of
leads or clicks for our clients a virtuous cycle of increased value for Internet visitors and our clients and competitive advantage for us. Some of
the key applications in our technology platform are:

an ad server for tracking the placement and performance of content, creative messaging, and offerings on our websites and on those
of publishers with whom we work;

database-driven applications for dynamically matching content, offers or brands to Internet visitors expressed needs or interests;
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a platform for measuring and managing the performance of tens of thousands of PPC search engine advertising campaigns;

dashboards or reporting tools for displaying operating and financial metrics for thousands of ongoing marketing campaigns; and,

a compliance tool capable of cataloging and filtering content from the thousands of websites on which our marketing programs
appear to ensure adherence to client branding guidelines and to regulatory requirements.
Approximately one-third of our employees are engineers, focused on building, maintaining and operating our technology platform.

Client relationships

We believe we are a reliable source of measurably effective marketing results for our clients. We endeavor to work collaboratively and in a
data-driven way with clients to improve our results for them. We believe our high client retention and historic per client growth rates are due to:

our close, often direct, relationships with most of our large clients;

our ability to deliver measurable and attractive return on investment, or ROI, on clients marketing spending;

our ownership of, or exclusive access to large amounts of, targeted media inventory and associated Internet visitors in the client
verticals on which we focus; and

our ability to consistently and reliably deliver large quantities of qualified leads or clicks.
We believe that our high client retention rates, combined with our depth and breadth of online media in our primary client verticals, indicate that
we are becoming an important marketing channel partner for our clients to reach their prospective customers.

Client-driven online marketing approach

We focus on providing measurable Internet marketing and media services to our clients in a way that protects and enhances their brands and
their relationships with prospective customers. The Internet marketing programs we execute are designed to adhere to strict client branding and
regulatory guidelines, and are designed to match our clients brands and offers with expressed customer interest. We have contractual
arrangements with third-party website publishers to ensure that they follow our clients brand guidelines, and we utilize our proprietary
technologies and trained personnel to help ensure compliance. In addition, we believe that providing relevant, helpful content and client offers
that match an Internet visitor s self-selected interest in a product or service, such as requesting information about an education program or
financial product, makes that visitor more likely to convert into a customer for our clients.

We do not engage in online marketing practices such as spyware or deceptive promotions as we believe that these do not provide value to
Internet visitors and can undermine our clients brands. A small minority of our Internet visitors reach our websites or client offerings through
advertisements in emails. We employ practices to ensure that we comply with the CAN-SPAM Act governing unsolicited commercial email.

Acquisition strategy and success

We have successfully acquired vertical online marketing and media companies, including vertical website businesses, marketing services
companies, and technologies. We believe we can integrate and generate value from acquisitions due to our scale, breadth of capabilities, and
common technology platform.
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Our ability to monetize Internet media, coupled with client demand for our services, provides us with a particular advantage in
acquiring targeted online media properties in the client verticals on which we focus.
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Our capabilities in online media can allow us to generate a greater volume of leads or clicks, and therefore create more value, than
other owners of marketing services companies that have aggregated client budgets or relationships.

We can often apply technologies across our business volume to create more value than previous owners of the technology.
Scale

We are one of the largest Internet vertical marketing and media companies in the world. Our scale allows us to better meet the needs of large
clients for reliability, volume and quality of service. It allows us to invest more in technologies that improve media yield, client results and our
operating efficiency. We are also able to invest more in other forms of research and development, including determining and developing new
types of vertical media, new approaches to engaging website visitors, and new segments of Internet visitors and client budgets, all of which can
lead to advantages in media costs, effectiveness in delivering client results, and then to more growth and greater scale.

Our Strategy

Our goal is to be one of the largest and most successful marketing and media companies on the Internet, and eventually in other digitized media
forms. We believe that we are in the early stages of a very large and long-term business opportunity. Our strategy for pursuing this opportunity
includes the following key components:

Focus on generating sustainable revenues by providing measurable value to our clients;

Build QuinStreet and our industry sustainably by behaving ethically in all we do and by providing quality content and website
experiences to Internet visitors;

Remain vertically focused, choosing to grow through depth, expertise and coverage in our current client verticals; enter new client
verticals selectively over time, organically and through acquisitions;

Build a world class organization, with best-in-class capabilities for delivering measurable marketing results to clients and high
yields or returns on media costs;

Develop and evolve the best technologies and platform for managing vertical marketing and media on the Internet; focus on
technologies that enhance media yield, improve client results and achieve scale efficiencies;

Build, buy and partner with vertical content websites that provide the most relevant and highest quality visitor experiences in the
client and media verticals we serve; and

Be a client-driven organization; develop a broad set of media sources and capabilities to reliably meet client needs.
Our Culture

Our values are the foundation of our successful business culture. They represent the standards we strive to achieve and the organization we
continuously seek to become. These have been our guiding principles since our founding in 1999. Our values are:
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Performance. We lead and take ownership of results and growth. We know that results drive our success. We are bold in their
pursuit. We take responsibility and a whatever it takes approach to getting things done, and done right. We seek input to make the
best decisions possible, but we also act decisively. We ask for help rather than missing commitments or making excuses. We are
committed to our personal and professional development and to that of our colleagues. Our growth grows the Company.

Open Communications. We respect our colleagues and deal with one another openly, honestly and non-hierarchically in an
atmosphere of mutual trust and in pursuit of common stretch goals. We assume
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noble intentions. We have an obligation to dissent and may problem-solve with anyone, anywhere in the organization at any time in
the pursuit of the best solutions. We are mindful of roles and of the need to keep each other informed to avoid discourtesy, chaos and
unintended consequences. We avoid surprises. But, ideas and performance rule, not rank and reporting lines. We support decisions
once made, and move forward.

High Standards. We hold each other and ourselves to the highest standards of performance, professionalism and personal behavior.
We act with the highest of ethical standards. We deliver a strong full-time commitment to our work. We are as flexible as possible in
work timing and place to maximize retention of the best people. We tolerate and forgive mistakes, and view them as opportunities to
learn and grow. We do not tolerate patterns of bad behavior or poor performance.

Teamwork. We deal with one another openly, honestly and non-hierarchically in an atmosphere of mutual trust and respect and in
pursuit of common stretch goals. We have an obligation to dissent in an effort to reach the best answers. We smooth the way for
effective, dynamic team discussions by demonstrating care and concern for each individual in all of our interactions. We support
decisions, once made.

Customer Empathy. We strive every day to better understand and anticipate the needs of all of our customers, including clients,
visitors, publishers, and other business partners. We leverage these insights into better results, higher customer satisfaction and
competitive advantage.

Prioritization. We work on what is most important to achieving Company objectives next. If not clear, we discuss and evaluate
competing demands. We are decisive about what we will not do. We stop working on things that no longer adequately advance the
business.

Urgency. We worry constantly about making enough progress, fast enough, and that the systems, products and programs that we
touch are working correctly so that we do not lose time. We know our goals and measure our progress toward them daily.

Progress. We are pioneers. We generate hypotheses and make decisions based on facts and analysis, as well as intuition. We know
that there will be failures in the pursuit of rapid progress. We learn from failures on short cycle times and iterate our way to success.

Agility. We prize creativity and flexibility. We innovate constantly. We embrace new ideas and approaches as opportunities to
improve our performance or work environment. We adapt often and quickly to changing client, market and competitive dynamics.
We resist pride of authorship; it limits progress. We actively benchmark and work to understand and employ internal and external
best practices and successes.

Recognition. We are a meritocracy. Advancement and recognition are earned through contribution and performance, including
helping others to achieve and nurturing the best Company culture. We celebrate each other s victories and efforts. We abhor office
politics and never take an action just to advance self-interest or self-promotion.

Fun. We believe that work, done well, can and should be fun. We strive to create an upbeat, supportive environment and try not to
take ourselves too seriously. We do not have time for negativism, pessimism or nay saying.

In fiscal years 2012, 2011 and 2010, no client comprised more than 10% of annual net revenue and our top 20 clients accounted for 54%, 62%
and 65% of net revenue, respectively. Since our service was first offered in 2001, we have developed a broad client base with many multi-year
relationships. We enter into Internet marketing contracts with our clients, most of which are cancelable with little or no prior notice. In addition,
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these contracts do not contain penalty provisions for cancellation before the end of the contract term.
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Sales and Marketing

We have an internal sales team that consists of employees focused on signing new clients and account managers who maintain and seek to
increase our business with existing clients. Our sales people and account managers are each focused on a particular client vertical so that they
develop an expertise in the marketing needs of our clients in that particular vertical.

Our marketing programs include attendance at trade shows and conferences and limited advertising.
Technology and Infrastructure

We have developed a suite of technologies to manage, improve and measure the results of the marketing programs we offer our clients. We use a
combination of proprietary and third-party software as well as hardware from established technology vendors. We use specialized software for
client management, building and managing websites, acquiring and managing media, managing our third-party publishers, and the matching of
Internet visitors to our marketing clients. We have invested significantly in these technologies and plan to continue to do so to meet the demands
of our clients and Internet visitors, to increase the scalability of our operations, and enhance management information systems and analytics in
our operations. Our development teams work closely with our marketing and operating teams to develop applications and systems that can be
used across our business. In fiscal years 2012, 2011 and 2010, we spent $21.1 million, $24.2 million and $19.7 million, respectively, on product
development.

Our primary data center is at a third-party co-location center in San Francisco, California. All of the critical components of the system are
redundant and we have a backup data center in Las Vegas, Nevada. We have implemented these backup systems and redundancies to minimize
the risk associated with earthquakes, fire, power loss, telecommunications failure, and other events beyond our control.

Intellectual Property

We rely on a combination of trade secret, trademark and copyright laws in the United States and other jurisdictions together with confidentiality
agreements and technical measures to protect the confidentiality of our proprietary rights. We also currently have two patent applications
pending in the United States and no issued patents. To protect our trade secrets, we control access to our proprietary systems and technology and
enter into confidentiality and invention assignment agreements with our employees and consultants and confidentiality agreements with other
third parties. QuinStreet is a registered trademark in the United States and other jurisdictions. We also have registered and unregistered
trademarks for the names of many of our websites and we own the domain registrations for our many website domains.

Our Competitors

Our primary competition falls into two categories: advertising and direct marketing services agencies, and online marketing and media
companies. We compete for business on the basis of a number of factors including return on marketing expenditures, price, access to targeted
media, ability to deliver large volumes or precise types of customer prospects, and reliability.

Advertising and direct marketing services agencies

Online and offline advertising and direct marketing services agencies control the majority of the large client marketing spending for which we
primarily compete. So, while they are sometimes our competitors, agencies are also often our clients. We compete with agencies to attract
marketing budget or spending from offline forms to the Internet or, once designated to be spent online, to be spent with us versus the agency or
by the agency with others. When spending online, agencies spend with QuinStreet and with portals, other websites and ad networks.
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Online marketing and media companies

We compete with other Internet marketing and media companies, in many forms, for online marketing budgets. Most of these competitors
compete with us in one vertical. Examples include BankRate in the financial services client vertical and Halyard Education Partners in the
education client vertical. Some of our competition also comes from agencies or clients spending directly with larger websites or portals,
including Google, Yahoo! and Microsoft.

Government Regulation

Advertising and promotional information presented to visitors on our websites and our other marketing activities are subject to federal and state
consumer protection laws that regulate unfair and deceptive practices. There are a variety of state and federal restrictions on the marketing
activities conducted by telephone, the mail or by email, or over the internet, including the Telemarketing Sales Rule, state telemarketing laws,
federal and state privacy laws, the CAN-SPAM Act, and the Federal Trade Commission Act and its accompanying regulations and guidelines.

In addition, some of our clients operate in regulated industries, particularly in our financial services, education and medical verticals. In our
education client vertical, our clients are subject to the U.S. Higher Education Act, which, among other things, prohibits incentive compensation
in recruiting students. The Department of Education issued regulations on incentive compensation, among other matters, repealed all safe
harbors regarding incentive compensation which existed under the prior regulations, including the safe harbor for Internet-based recruiting and
admissions activities. The regulations state that payment for contact information or consumer clicks do not constitute incentive compensation for
purposes of the Higher Education Act provided that there is no commission, bonus or other incentive payment based directly or indirectly upon
success in securing enrollments. Notwithstanding the foregoing, these regulations could impact how we are paid for leads by clients in our
education client vertical and could also impact our education clients and their marketing practices. In addition, the same regulations impose strict
liability on educational institutions for misrepresentations made by entities, like us, who contract with the institutions to provide marketing
services. As a result, our clients have demanded and we have agreed to be subject to increased limitations of liability in our contracts as well as
indemnification for actions by our third-party publishers. Other regulations, such as the regulations on gainful employment, restrict Federal
financial aid to students in programs where certain debt-to-income ratios and loan default rates are not satisfied, could limit our clients
businesses and, therefore, ours.

In our financial services vertical, the U.S. Real Estate Settlement Procedures Act, or RESPA, regulates the payments that may be made to
mortgage brokers. While we do not engage in the activities of a traditional mortgage broker, we are licensed as a mortgage broker in 23 states
for our online marketing activities. Our insurance business is also highly regulated and we are a licensed insurance agent in all fifty states.

In our medical client vertical, our medical device and supplies clients are subject to state and federal anti-kickback statutes that prohibit payment
for referrals. While we believe our matching of prospective customers with our clients and the manner in which we are paid for these activities
complies with these and other applicable regulations, these rules and regulations in many cases were not developed with online marketing in
mind and their applicability is not always clear.

The rules and regulations are complex and may be subject to different interpretations by courts or other governmental authorities. We might
unintentionally violate such laws, such laws may be modified and new laws may be enacted in the future. Any such developments (or
developments stemming from enactment or modification of other laws) or the failure to anticipate accurately the application or interpretation of
these laws could create liability to us and result in adverse publicity.
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As of June 30, 2012, we had 673 employees, which consisted of 207 employees in product development and engineering, 62 in sales and
marketing, 50 in general and administration and 354 in operations. None of our employees is represented by a labor union.

Available Information

We file reports with the Securities and Exchange Commission ( SEC ), including annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K and any other filings required by the SEC. We make available free of charge on our website via the investor
relations page on www.quinstreet.com our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all
amendments to those reports as soon as reasonably practicable after such material is electronically filed with or furnished to the SEC. We also
webcast our earnings calls and certain events we host with members of the investment community on our investor relations page. The content of
our website is not intended to be incorporated by reference into this report or in any other report or document we file and any reference to this
website is intended to be an inactive textual reference only.

The public may read and copy any materials we file with the SEC at the SEC s Public Reference Room at 100 F Street, NE, Washington, DC
20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC
maintains an Internet site (http://www.sec.gov) that contains reports, proxy and information statements, and other information regarding issuers
that file electronically with the SEC.

Executive Officers of the Registrant

The name of and certain information regarding each of our current executive officers as of June 30, 2012 are set forth below.

Name Age Position

Douglas Valenti 52 Chief Executive Officer and Chairman

Bronwyn Syiek 48 President and Director

Kenneth Hahn 45 Chief Financial Officer and Chief Operating Officer
Scott Mackley 39 Executive Vice President

Nina Bhanap 39 Chief Technology Officer

Kenneth Siegel 54 General Counsel and Senior Vice President

Douglas Valenti has served as our Chief Executive Officer and member of our board of directors since July 1999 and as our Chairman and Chief
Executive Officer since March 2004. Prior to QuinStreet, Mr. Valenti served as a partner at Rosewood Capital, a venture capital firm, for five
years; at McKinsey & Company as a strategy consultant and engagement manager for three years; at Procter & Gamble in various management
roles for three years; and for the U.S. Navy as a nuclear submarine officer for five years. He holds a Bachelors degree in Industrial Engineering
from the Georgia Institute of Technology, where he graduated with highest honors and was named the Georgia Tech Outstanding Senior in

1982, and an M.B.A. from the Stanford Graduate School of Business, where he was an Arjay Miller Scholar.

Bronwyn Syiek has served as our President since May 2012 and member of our board of directors since January 2011, as our President and Chief
Operating Officer from February 2007 to May 2012, as our Chief Operating Officer from April 2004 to February 2007, as Senior Vice President
from September 2000 to April 2004, as Vice President from her start date in March 2000 to September 2000 and as a consultant to us from July
1999 to March 2000. Prior to joining us, Ms. Syiek served as Director of Business Development and member of the Executive Committee at De
La Rue Plc, a banknote printing and security product company, for three years.
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She previously served as a strategy consultant and engagement manager at McKinsey & Company for four years and held various investment
management and banking positions with Lloyds Bank and Charterhouse Bank. She holds an M.A. in Natural Sciences from Cambridge
University in the United Kingdom.

Kenneth Hahn has served as our Chief Financial Officer and Chief Operating Officer since May 2012 and Chief Financial Officer since
September 2006. Prior to joining us, Mr. Hahn served as Chief Financial Officer of Borland Software Corporation, a public software company,
from September 2002 to July 2006. Previously, Mr. Hahn served in various roles, including Chief Financial Officer, of Extensity, Inc., a public
software company, for five years; as a strategy consultant at the Boston Consulting Group for three years; and as an audit manager at Price
Waterhouse, a public accounting firm, for five years. He holds a B.A. in Business from California State University Fullerton, summa cum laude,
and an M.B.A. from the Stanford Graduate School of Business, where he was an Arjay Miller Scholar. Mr. Hahn is also a Certified Public
Accountant (inactive), licensed in the state of California.

Scott Mackley has served as our Executive Vice President since February 2007, as Senior Vice President from December 2004 to February 2007,
as Vice President from June 2003 to December 2004, as Senior Director from February 2002 to June 2003, as Director from October 2000 to
February 2002 and as Senior Manager, Network Management from May 2000 to October 2000. Prior to joining us, Mr. Mackley served at
Salomon Brothers and Salomon Smith Barney, in various roles in their Equity Trading unit and Investment Banking and Equity Capital Markets
divisions over four years. He holds a B.A. in Economics from Washington and Lee University.

Nina Bhanap has served as our Chief Technology Officer since July 2009, as our Senior Vice President of Engineering from November 2006 to
July 2009, as Vice President of Product Development from January 2004 to November 2006, as Senior Director from January 2003 to January
2004 and as Director of Product Management from October 2001 to January 2003. Prior to joining us, Ms. Bhanap served as Head of Fixed
Income Sales Technology for Europe at Morgan Stanley for five years and as a senior associate at Booz Allen Hamilton for one year. She holds
a B.S. in Computer Science with Honors from Imperial College, University of London, and an M.B.A. from the London Business School.

Kenneth M. Siegel has served as our Senior Vice President and General Counsel since February 2012. Prior to joining us, Mr. Siegel served as
Senior Vice President, General Counsel and Secretary at SafeNet, a computer and network security company, for two years; as Vice President
and General Counsel of Verigy Ltd., a provider of advanced test systems and solutions for the semiconductor industry, for four years; as Senior
Vice President and General Counsel of Agile Software Corporation, a provider of product lifecycle management software solutions that was
later acquired by Oracle, for four years; as Senior Vice President of Efficient Networks, Inc., a publicly traded broadband telecommunications
equipment company that was acquired by Siemens AG, for two years, and as general counsel for one year. Previously, Mr. Siegel was an
attorney with Wilson Sonsini Goodrich & Rosati, a corporate law firm, for thirteen years. Mr. Siegel holds a B.A. in International Policy Studies
from the Monterey Institute of International Studies and a J.D. from the University of California Hastings College of the Law.
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Item 1A. Risk Factors

Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below and the other information
in this report on Form 10-K. If any of such risks actually occur, our business, operating results or financial condition could be adversely
affected. In those cases, the trading price of our common stock could decline and you may lose all or part of your investment.

Risks Related to Our Business and Industry

We operate in an immature industry and have a relatively new business model, which makes it difficult to evaluate our business and
prospects.

We derive nearly all of our revenue from the sale of online marketing and media services, which is an immature industry that has undergone
rapid and dramatic changes in its short history. The industry in which we operate is characterized by rapidly-changing Internet media, evolving
industry standards, and changing user and client demands. Our business model is also evolving and is distinct from many other companies in our
industry, and it may not be successful. As a result of these factors, the future revenue and income potential of our business is uncertain and we
may not be able to return to our previous growth rates. Any evaluation of our business and our prospects must be considered in light of these
factors and the risks and uncertainties often encountered by companies in an immature industry with an evolving business model such as ours.
Some of these risks and uncertainties relate to our ability to:

maintain and expand client relationships;

respond to adverse and changing regulations in our verticals, particularly our education vertical;

sustain and grow relationships with third-party website publishers and other sources of web visitors;

sustain and increase the number of visitors to our websites;

manage our operations and implement and improve our operational, financial and management controls;

overcome challenges presented by adverse global economic conditions as they impact spending in our client verticals;

raise capital at attractive costs, or at all;

acquire and integrate websites and other businesses;

successfully expand our footprint in our existing client verticals and enter new client verticals;

respond effectively to competition and potential negative effects of competition on profit margins;

attract and retain qualified management, employees and independent service providers;
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successfully introduce new processes and technologies and upgrade our existing technologies and services;

protect our proprietary technology and intellectual property rights; and

respond to government regulations relating to the Internet, marketing in our client verticals, personal data protection, email, software
technologies and other aspects of our business.
If we are unable to address these risks, our business, results of operations and prospects could suffer.

We are dependent on two market verticals for a majority of our revenue. Negative changes in the economic condition, market dynamics or
regulatory environment in these verticals has caused and may continue to cause our revenue to decline and our business and growth to

suffer.

To date, we have generated a majority of our revenue from clients in our education and financial services client verticals. We expect that a
majority of our revenue in the near term will continue to be generated from
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clients in our education and financial services client verticals. Changes in the market conditions or the regulatory environment in these two
highly-regulated client verticals have negatively impacted and may continue to negatively impact our clients businesses, marketing practices and
budgets and, therefore, adversely affect our financial results.

There is significant activity and uncertainty in the regulatory and legislative environment in the for-profit education sector. Regulatory and
legislative changes have negatively affected and could continue to negatively affect our clients businesses, marketing practices and budgets
and could impact demand, pricing or form of our services, any or all of which could have a material adverse impact on our financial results.

We generate nearly half of our revenue from our education client vertical and nearly all of that revenue is generated from for-profit educational
institutions. There is intense governmental interest in and scrutiny of the for-profit education industry and a high degree of focus on marketing
practices in the industry. The Department of Education has promulgated regulations that have adversely impacted and could continue to
adversely impact us and our education clients. The intense focus on the for-profit education industry could result in further regulatory or
legislative action. We cannot predict whether this will happen or what the impact could be on our financial results.

The Higher Education Act, administered by the U.S. Department of Education, provides that to be eligible to participate in Federal student
financial aid programs, an educational institution must enter into a program participation agreement with the Secretary of the Department of
Education. The agreement includes a number of conditions with which an institution must comply to be granted initial and continuing eligibility
to participate. Among those conditions is a prohibition on institutions providing to any individual or entity engaged in recruiting or admission
activities any commission, bonus, or other incentive payment based directly or indirectly on success in securing enrollments. The Department of
Education issued regulations on incentive compensation and other matters which became effective July 1, 2011. The Department s regulations
repeal all safe harbors regarding incentive compensation which existed under the prior regulations, including the safe harbor for Internet-based
recruiting and admissions activities. The elimination of the safe harbors has created uncertainty for us and our education clients and impacts the
way in which we are paid by our clients and, accordingly, has reduced the amount of revenue we generate from the education client vertical.
Moreover, given the regulatory uncertainty affecting our education client base, we believe that overall external market spending by such
companies has declined in recent periods, and there can be no assurance as to when or if such spending will return to prior levels.

In addition, the same regulations impose strict liability on educational institutions for misrepresentations made by entities, like us, who contract
with the institutions to provide marketing services. As a result, some of our clients have demanded and we have agreed in some cases to
increased assumptions of risk in our contracts as well as indemnification for actions by us and our third-party publishers. As a result of this
increased contractual exposure with some clients, we could become subject to costly litigation and be required to pay substantial damages or
indemnification claims. We could also experience damage to our reputation for our violation of any applicable regulation and the unauthorized
or unlawful acts of third-party website publishers.

Other regulations could also negatively impact our for-profit education clients. For example, the regulations on gainful employment that restrict
or eliminate federal financial aid to students in programs where certain debt-to-income ratios and loan default rates are not satisfied could result

in the elimination or reduction in some of our clients programs. Over the past year, enrollments have dropped significantly at some of our
clients, caused in part by changes being made in anticipation of the implementation of this regulation. In addition, some of our large for-profit
education clients have indicated that in coming years they may violate the 90/10 rule, whereby for-profit institutions must receive at least

10 percent of their revenue from sources other than federal student financial aid. If a for-profit institution fails to comply with the rule for two
consecutive fiscal years, it may lose its eligibility to receive student-aid funds for at least two years. These and other regulations or a failure of

our clients to comply with such regulations, could adversely affect our clients businesses and, as a result, affect or materially reduce the amount
of revenue we generate from those clients.
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Moreover, some of our education clients have had and may in the future have issues regarding their academic accreditation, which could
adversely affect their ability to offer certain degree programs. If any of our significant education clients lose their accreditation, they are likely to
reduce and may even eliminate their external marketing spending, which could adversely affect our financial results.

Our for-profit education clients have been significantly affected by the adoption of and uncertainty surrounding the new regulations over the past
several years. The regulations have affected and are expected to continue to affect our clients businesses and marketing practices, including an
overall decrease in our clients external marketing expenditures and a related decrease in our revenues from this client vertical. The effect of
these regulations may continue to result in fluctuations in the volume and mix of our business with these clients.

We depend on third-party website publishers for a significant portion of our visitors, and any decline in the supply of media available
through these websites or increase in the price of this media could cause our revenue to decline or our cost to reach visitors to increase.

A significant portion of our revenue is attributable to visitor traffic originating from arrangements that we have with third-party publishers. In
many instances, website publishers can change the media inventory they make available to us at any time and, therefore, impact our revenue. In
addition, website publishers may place significant restrictions on our offerings. These restrictions may prohibit advertisements from specific
clients or specific industries, or restrict the use of certain creative content or formats. If a website publisher decides not to make media inventory
available to us, or decides to demand a higher revenue share or places significant restrictions on the use of such inventory, we may not be able to
find advertising inventory from other websites that satisfy our requirements in a timely and cost-effective manner. In addition, the number of
competing online marketing service providers and advertisers that acquire inventory from websites continues to increase. Consolidation of
Internet advertising networks and website publishers could eventually lead to a concentration of desirable inventory on websites or networks
owned by a small number of individuals or entities, which could limit the supply of inventory available to us or increase the price of inventory to
us. For example, throughout fiscal year 2012, our revenue has declined in our financial services client vertical primarily due to volume declines
caused by losses of traffic from third-party publishers, which resulted from acquisitions of media sources by competitors, changes in a search
engine s algorithms which reduced or eliminated traffic from some third-party publishers, and increased competition for quality media. We
cannot assure you that we will be able to acquire advertising inventory that meets our clients performance, price and quality requirements, in
which case our revenue could decline or our operating costs could increase.

Our operating results have fluctuated in the past and may do so in the future, which makes our results of operations difficult to predict and
could cause our operating results to fall short of analysts and investors expectations.

Historically, our prior quarterly and annual operating results have fluctuated due to changes in our business, our industry and the general
economic climate. Similarly, our future operating results may vary significantly from quarter to quarter due to a variety of factors, many of
which are beyond our control. We expect our results to continue to fluctuate for the foreseeable future. Our fluctuating results could cause our
performance to be below the expectations of securities analysts and investors, causing the price of our common stock to fall. Because our
business is changing and evolving, our historical operating results may not be useful to you in predicting our future operating results. Factors
that may increase the volatility of our operating results include the following:

changes in demand and pricing for our services;

changes in our pricing policies, the pricing policies of our competitors, or the pricing of Internet advertising or media;

the addition of new clients or the loss of existing clients;
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changes in our clients advertising agencies or the marketing strategies our clients or their advertising agencies employ;

changes in the regulatory environment for us or our clients;

changes in the economic prospects of our clients or the economy generally, which could alter current or prospective clients spending
priorities, or could increase the time or costs required to complete sales with clients;

changes in the availability of Internet advertising or the cost to reach Internet visitors;

changes in the placement of our websites on search engines;

the introduction of new product or service offerings by our competitors; and

costs related to acquisitions of businesses or technologies.
We depend upon Internet search companies to attract a significant portion of the visitors to our websites, and any change in the search
companies search algorithms or perception of us or our industry could result in our websites being listed less prominently in either paid or
algorithmic search result listings, in which case the number of visitors to our websites and our revenue could decline.

We depend in significant part on various Internet search companies, such as Google, Microsoft and Yahoo!, and other search websites to direct a
significant number of visitors to our websites so that we can provide our online marketing services to our clients. Search websites typically
provide two types of search results, algorithmic and paid listings. Algorithmic, or organic, listings are determined and displayed solely by a set
of formulas designed by search companies. Paid listings can be purchased and then are displayed if particular words are included in a user s
Internet search. Placement in paid listings is generally not determined solely on the bid price, but also takes into account the search engines
assessment of the quality of the website featured in the paid listing and other factors. We rely on both algorithmic and paid search results, as well
as advertising on other websites, to direct a substantial share of the visitors to our websites.

Our ability to maintain the number of visitors to our websites from search websites and other websites is not entirely within our control. For
example, Internet search websites frequently revise their algorithms in an attempt to optimize their search result listings or to maintain their
internal standards and strategies. Changes in the algorithms could cause our websites to receive less favorable placements, which could reduce
the number of users who visit our websites. We have experienced fluctuations in the search result rankings for a number of our websites. Some
of our sites and paid listing campaigns have been negatively impacted by Google algorithmic changes. In addition, our business model may be
deemed similar to those of our competitors and others in our industry that Internet search websites may consider to be unsuitable or unattractive.
Internet search websites could deem our content to be unsuitable or below standards or less attractive or worthy than those of other or competing
websites. In either such case, our websites may receive less favorable placement in algorithmic or paid listings, or both.

In addition, we may make decisions that are suboptimal regarding the purchase of paid listings or our proprietary bid management technologies
may contain defects or otherwise fail to achieve their intended results, either of which could also reduce the number of visitors to our websites or
cause us to incur additional costs. We may also make decisions that are suboptimal regarding the placement of advertisements on other websites
and pricing, which could increase our costs to attract such visitors or cause us to incur unnecessary costs. A reduction in the number of visitors
to our websites could negatively affect our ability to earn revenue. If visits to our websites decrease, we may need to resort to more costly
sources to replace lost visitors, and such increased expense could adversely affect our business and profitability.
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If we are unable to retain the members of our management team or attract and retain qualified management team members in the future,
our business and growth could suffer.

Our success and future growth depend, to a significant degree, on the continued contributions of the members of our management team. Each
member of our management team is an at-will employee and may voluntarily terminate his or her employment with us at any time with minimal
notice. We also may need to hire additional management team members to adequately manage our business. We may not be able to retain or
identify and attract additional qualified management team members. Competition for experienced management-level personnel in our industry is
intense. Qualified individuals are in high demand, particularly in the Internet marketing industry, and we may incur significant costs to attract
and retain them. Members of our management team have also become, or will soon become, substantially vested in their stock option grants. We
have recently experienced the loss of certain senior members of our management team, including one of our Executive Vice Presidents and our
Senior Vice President of Corporate Development. If we lose the services of additional members of our management team or if we are unable to
attract and retain additional qualified senior managers, our business and growth could suffer.

We need to hire and retain additional qualified personnel to grow and manage our business. If we are unable to attract and retain qualified
personnel, our business and growth could be seriously harmed.

Our performance depends on the talents and efforts of our employees. Our future success will depend on our ability to attract, retain and
motivate highly skilled personnel in all areas of our organization and, in particular, in our engineering/technology, sales and marketing, media,
finance and legal/regulatory teams. We have found it difficult from time to time to locate and hire suitable personnel. If we experience similar
difficulties in the future, our growth may be hindered. Qualified individuals are in high demand, particularly in the Internet marketing industry,
and we may incur significant costs to attract and retain them. Many of our employees have also become, or will soon become, substantially
vested in their stock option grants and may be more likely to leave us as a result. If we are unable to attract and retain the personnel we need to
succeed, our business and growth could be harmed.

A substantial portion of our revenue is generated from a limited number of clients and, if we lose a major client, our revenue will decrease
and our business and prospects would be adversely impacted.

A substantial portion of our revenue is generated from a limited number of clients. Our top three clients accounted for 20% of our net revenue
for the fiscal year 2012. Our clients can generally terminate their contracts with us at any time, with limited prior notice or penalty. Our clients
may also reduce their level of business with us, leading to lower revenue. In addition, reductions in business by one or more significant clients
may lead to price reductions to our other clients for those products whose prices are determined in whole or in part by client bidding or
competition, resulting in lower revenue. We expect that a limited number of clients will continue to account for a significant percentage of our
revenue, and the loss of, or material reduction in, their marketing spending with us could decrease our revenue and harm our business.

We rely on certain advertising agencies for the purchase of various advertising and marketing services on behalf of their clients. Such
agencies may have or develop high-risk credit profiles which may result in credit risk to us.

A portion of our client business is sourced through advertising agencies and, in many cases, we contract with these agencies and not directly

with the underlying client. Contracting with these agencies, which in certain cases have or may develop high-risk credit profiles, subjects us to
greater credit risk than where we contract with clients directly. This credit risk may vary depending on the nature of an agency s aggregated client
base. For the fiscal year ended June 30, 2012, we wrote off an account receivable as a bad debt of approximately $1.4 million from an

advertising agency which became insolvent. There can be no assurances that we will not experience similar bad debt in the future. Any such
write-offs could have a materially negative effect on our results of operation for the periods in which the write-offs occur.
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If we fail to compete effectively against other online marketing and media companies and other competitors, we could lose clients and our
revenue may decline.

The market for online marketing is intensely competitive, and we expect this competition to continue to increase in the future both from existing
competitors and, given the relatively low barriers to entry into the market, from new competitors. We compete both for clients and for limited
high quality advertising inventory. We compete for clients on the basis of a number of factors, including return on marketing expenditures, price,
and client service.

We compete with Internet and traditional media companies for a share of clients overall marketing budgets, including:

online marketing or media services providers such as Halyard Education Partners in the education client vertical and BankRate in the
financial services client vertical;

offline and online advertising agencies;

major Internet portals and search engine companies with advertising networks such as Google, Yahoo!, and Microsoft;

other online marketing service providers, including online affiliate advertising networks and industry-specific portals or lead
generation companies;

website publishers with their own sales forces that sell their online marketing services directly to clients;

in-house marketing groups and activities at current or potential clients;

offline direct marketing agencies;

mobile and social media; and

television, radio and print companies.
Competition for web traffic among websites and search engines, as well as competition with traditional media companies, could result in
significant price pressure, declining margins, reductions in revenue and loss of market share. In addition, as we continue to expand the scope of
our services, we may compete with a greater number of websites, clients and traditional media companies across an increasing range of different
services, including in vertical markets where competitors may have advantages in expertise, brand recognition and other areas. Large Internet
companies with brand recognition, such as Google, Yahoo!, and Microsoft, have significant numbers of direct sales personnel and substantial
proprietary advertising inventory and web traffic that provide a significant competitive advantage and have significant impact on pricing for
Internet advertising and web traffic. These companies may also develop more vertically targeted products that match consumers with products
and services, such as Google s mortgage rate and credit card comparison products, and thus compete with us more directly. The trend toward
consolidation in the Internet advertising arena may also affect pricing and availability of advertising inventory and web traffic. Many of our
current and potential competitors also enjoy other competitive advantages over us, such as longer operating histories, greater brand recognition,
larger client bases, greater access to advertising inventory on high-traffic websites, and significantly greater financial, technical and marketing
resources. As a result, we may not be able to compete successfully. Competition from other marketing service providers online and offline
offerings could affect both volume and price, and thus revenue. If we fail to deliver results that are superior to those that other online marketing
service providers achieve, we could lose clients and our revenue may decline.
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We have a significant amount of debt, which may limit our ability to fund general corporate requirements and obtain additional financing,
limit our flexibility in responding to business opportunities and competitive developments and increase our vulnerability to adverse economic
and industry conditions.

As of June 30, 2012, we had an outstanding term loan with a principal balance of $97.5 million and a $200 million revolving credit line, all of
which is available to be drawn, subject to compliance with applicable covenants. As of such date, we also had outstanding notes to sellers arising
from numerous acquisitions in the total principal amount of $12.5 million. As a result of obligations associated with our debt:

we may not have sufficient liquidity to respond to business opportunities, competitive developments and adverse economic
conditions;

we may not have sufficient liquidity to fund all of our costs if our revenue declines or costs increase; and

we may not have sufficient funds to repay the principal balance of our debt when due.
Our debt obligations may also impair our ability to obtain additional financing, if needed. Our indebtedness is secured by substantially all of our
assets, leaving us with limited collateral for additional financing. Moreover, the terms of our indebtedness restrict our ability to take certain
actions, including the incurrence of additional indebtedness, certain mergers and acquisitions, investments, asset sales and stock repurchase. In
addition, even if we are able to raise needed equity financing, we are required to use a portion of the net proceeds of certain types of equity
financings to repay the outstanding balance of our term loan. A failure to pay interest or indebtedness when due could result in a variety of
adverse consequences, including the acceleration of our indebtedness. In such a situation, it is unlikely that we would be able to fulfill our
obligations under our credit facility or repay the accelerated indebtedness or otherwise cover our costs.

The continued global macroeconomic uncertainty poses additional risks to our business, financial condition and results of operations.

The United States and the global economy are experiencing a prolonged period of economic uncertainty following severe economic downturns
and credit issues in many countries. The slow pace of recovery in the United States, deterioration of global economies, potential insolvency of
one or more countries globally, high unemployment and reduced and/or volatile equity valuations all create risks that could harm our business. If
macroeconomic conditions were to worsen, we are not able to predict the impact such worsening conditions will have on the online marketing
industry in general, and our results of operations specifically. Clients in particular client verticals such as financial services, particularly
mortgage, credit cards and deposits, small- and medium-sized business customers and home services are facing very difficult conditions and
their marketing spend has been negatively affected. These conditions could also damage our business opportunities in existing markets, and
reduce our revenue and profitability. While the effect of these and related conditions poses widespread risk across our business, we believe that
it may particularly affect our efforts in the mortgage, credit cards and deposits, small- and medium-sized business and home services client
verticals, due to reduced availability of credit for households and businesses and reduced household disposable income. Economic conditions
may not improve or may worsen.

Poor perception of our business or industry as a result of the actions of third parties could harm our reputation and adversely affect our
business, financial condition and results of operations.

Our business is dependent on attracting a large number of visitors to our websites and providing leads and clicks to our clients, which depends in
part on our reputation within the industry and with our clients. There are companies within our industry that regularly engage in activities that
our clients customers may view as unlawful or inappropriate. These activities by third parties, such as spyware or deceptive promotions, may be
seen by clients as characteristic of participants in our industry and, therefore, may have an adverse effect on the reputation of all participants in
our industry, including us. Any damage to our reputation, including from publicity from legal proceedings against us or companies that work
within our industry, governmental proceedings, consumer class action litigation, or the disclosure of information security breaches or private
information misuse, could adversely affect our business, financial condition and results of operations.
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Our quarterly revenue and operating results may fluctuate significantly from quarter to quarter due to seasonal fluctuations in advertising
spending.

Our results are subject to significant fluctuation as a result of seasonality. In particular, our quarters ending December 31 (our second fiscal
quarter) generally demonstrate seasonal weakness. In our second fiscal quarters, there is generally lower availability of some forms of media
during the holiday period on a cost effective basis and some of our clients request fewer leads due to holiday staffing. Our fluctuating results
could cause our performance to be below the expectations of securities analysts and investors, causing the price of our common stock to fall. To
the extent our revenue contracts, we expect that the seasonality in our business may become more apparent and may in the future cause our
operating results to fluctuate to a greater extent.

If we do not effectively manage future growth, our operating performance will suffer and we may lose clients.

Although we are currently experiencing challenges in growing our business, we have historically experienced rapid growth in our operations and
operating locations. This growth has placed, and if we return to growth, will continue to place, significant demands on our management and our
operational and financial infrastructure. In addition, we have actively acquired the assets of complementary businesses as part of our strategy to
expand our portfolio of targeted media on a cost effective basis. Rapid growth and acquisitions may make it more difficult for us to accomplish
the following:

successfully scale our technology to accommodate a larger business and integrate acquisitions;

maintain our standing with key vendors, including Internet search companies and third-party website publishers;

maintain our client service standards; and

develop and improve our operational, financial and management controls and maintain adequate reporting systems and procedures.
In addition, our personnel, systems, procedures and controls may be inadequate to support our future operations. The improvements required to
manage such growth would require us to make significant expenditures, expand, train and manage our employee base and allocate valuable
management resources. If we fail to effectively manage our growth or acquisitions, our operating performance will suffer and we may lose
clients, key vendors and key personnel.

Our future growth depends in part on our ability to identify and complete acquisitions. Any acquisitions that we pursue or complete will
involve a number of risks. If we are unable to address and resolve these risks successfully, such acquisition activity could harm our business,
results of operations and financial condition.

Our historical growth has been in significant part due to the large number of acquisitions we have completed of third-party website publishing
businesses and other businesses that are complementary to our own. We intend to evaluate and pursue additional acquisitions of complementary
businesses and technologies to expand our capabilities, client base and media. We have also evaluated, and expect to continue to evaluate, a
wide array of potential strategic transactions. However, we may not be successful in identifying suitable acquisition candidates or be able to
complete acquisitions of such candidates. In addition, we may not be able to obtain financing on favorable terms, or at all, to fund acquisitions
that we may wish to pursue. The anticipated benefit of acquisitions that we complete may not materialize and the process of integrating acquired
businesses or technologies may create unforeseen operating difficulties and expenditures. Some of the areas where we may face
acquisition-related risks include:

diversion of management time and potential business disruptions;

difficulties integrating and supporting acquired products or technologies;
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disruptions or reductions in client revenues associated with changes to the business models of acquired businesses;

expenses, distractions and potential claims resulting from acquisitions, whether or not they are completed;

retaining and integrating employees from any businesses we may acquire;

issuance of dilutive equity securities, incurrence of debt or reduction in cash balances;

integrating various accounting, management, information, human resource and other systems to permit effective management;

incurring possible impairment charges, contingent liabilities, amortization expense or write-offs of goodwill;

unexpected capital expenditure requirements;

insufficient incremental revenue to offset increased expenses associated with acquisitions;

underperformance of acquired businesses or assets; and

becoming involved in acquisition-related litigation.
Foreign acquisitions involve risks in addition to those mentioned above, including those related to integration of operations across different
cultures and languages, currency risks and the particular economic, political, administrative and management, and regulatory risks associated
with specific countries. We may not be able to address these risks successfully, or at all, without incurring significant costs, delay or other
operating problems. Our inability to resolve such risks could harm our business and results of operations.

We may need additional capital in the future to meet our financial obligations and to pursue our business objectives. Additional capital may
not be available or may not be available on favorable terms and our business and financial condition could therefore be adversely affected.

While we anticipate that our existing cash and cash equivalents, together with availability under our credit facility and cash from operations, will
be sufficient to fund our operations for at least the next 12 months, we may need to raise additional capital to fund operations in the future or to
finance acquisitions. If we seek to raise additional capital in order to meet various objectives, including developing future technologies and
services, increasing working capital, acquiring businesses and responding to competitive pressures, capital may not be available on favorable
terms or may not be available at all. In addition, pursuant to the terms of our credit facility, we are required to use a portion of the net proceeds
of certain equity financings to repay the outstanding balance of our term loan. Lack of sufficient capital resources could significantly limit our
ability to take advantage of business and strategic opportunities. Any additional capital raised through the sale of equity or debt securities with
an equity component would dilute our stock ownership. If adequate additional funds are not available, we may be required to delay, reduce the
scope of, or eliminate material parts of our business strategy, including potential additional acquisitions or development of new technologies.

If the market for online marketing services fails to continue to develop, our future growth may be limited and our revenue may decrease.

The online marketing services market is relatively new and rapidly evolving, and it uses different measurements than traditional media to gauge
its effectiveness. Some of our current or potential clients have little or no experience using the Internet for advertising and marketing purposes
and have allocated only limited portions of their advertising and marketing budgets to the Internet. The adoption of Internet advertising,
particularly by those entities that have historically relied upon traditional media for advertising, requires the acceptance of a new way of
conducting business, exchanging information and evaluating new advertising and
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marketing technologies and services. In particular, we are dependent on our clients adoption of new metrics to measure the success of online
marketing campaigns. We may also experience resistance from traditional advertising agencies who may be advising our clients. We cannot
assure you that the market for online marketing services will continue to grow. If the market for online marketing services fails to continue to
develop or develops more slowly than we anticipate, our ability to grow our business may be limited and our revenue may decrease.

Third-party website publishers may engage in unauthorized or unlawful acts that could subject us to significant liability or cause us to lose
clients.

We generate a significant portion of our web visitors from media advertising that we purchase from third-party website publishers. Some of
these publishers are authorized to display our clients brands, subject to contractual restrictions. In the past, some of our third-party website
publishers have engaged in activities that certain of our clients have viewed as harmful to their brands, such as displaying outdated descriptions
of a client s offerings or outdated logos. Any activity by publishers that clients view as potentially damaging to their brands can harm our
relationship with the client and cause the client to terminate its relationship with us, resulting in a loss of revenue. In addition, the law is
unsettled on the extent of liability that an advertiser in our position has for the activities of third-party website publishers. Recent Department of
Education regulations impose strict liability on our education clients for misrepresentations made by their marketing service providers and many
of our contracts in the education client vertical impose liability on us for the acts of our third-party publishers. We could be subject to costly
litigation and, if we are unsuccessful in defending ourselves, damages for the unauthorized or unlawful acts of third-party website publishers.

Because many of our client contracts can be cancelled by the client with little or no prior notice or penalty, the cancellation of one or more
contracts could result in an immediate decline in our revenue.

We derive our revenue from contracts with our Internet marketing clients, most of which are cancelable with little or no prior notice. In addition,
these contracts do not contain penalty provisions for cancellation before the end of the contract term. The non-renewal, renegotiation,
cancellation, or deferral of large contracts, or a number of contracts that in the aggregate account for a significant amount of our revenue, is
difficult to anticipate and could result in an immediate decline in our revenue.

Unauthorized access to or accidental disclosure of consumer personally-identifiable information that we collect may cause us to incur
significant expenses and may negatively affect our credibility and business.

There is growing concern over the security of personal information transmitted over the Internet, consumer identity theft and user privacy.
Despite our implementation of security measures, our computer systems may be susceptible to electronic or physical computer break-ins, viruses
and other disruptions and security breaches. Any perceived or actual unauthorized disclosure of personally-identifiable information regarding
website visitors, whether through breach of our network by an unauthorized party, employee theft, misuse or error or otherwise, could harm our
reputation, impair our ability to attract website visitors and attract and retain our clients, or subject us to claims or litigation arising from
damages suffered by consumers, and thereby harm our business and operating results. In addition, we could incur significant costs in complying
with the multitude of state, federal and foreign laws regarding the unauthorized disclosure of personal information.

If we do not adequately protect our intellectual property rights, our competitive position and business may suffer.

Our ability to compete effectively depends upon our proprietary systems and technology. We rely on trade secret, trademark and copyright law,
confidentiality agreements, and technical measures to protect our proprietary rights. We currently have two patent applications pending in the
United States and no issued patents. Effective trade secret, copyright, trademark and patent protection may not be available in all countries
where we currently operate or in which we may operate in the future. Some of our systems and technologies are not
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covered by any copyright, patent or patent application. We cannot guarantee that: (i) our intellectual property rights will provide competitive
advantages to us; (ii) our ability to assert our intellectual property rights against potential competitors or to settle current or future disputes will
not be limited by our agreements with third parties; (iii) our intellectual property rights will be enforced in jurisdictions where competition may
be intense or where legal protection may be weak; (iv) any of the trademarks, copyrights, trade secrets or other intellectual property rights that
we presently employ in our business will not lapse or be invalidated, circumvented, challenged, or abandoned; (v) competitors will not design
around our protected systems and technology; or (vi) that we will not lose the ability to assert our intellectual property rights against others.

We are a party to a number of third-party intellectual property license agreements and in the future may need to obtain additional licenses or
renew existing license agreements. We are unable to predict with certainty whether these license agreements can be obtained or renewed on
commercially reasonable terms, or at all.

We have from time to time become aware of third parties who we believe may have infringed on our intellectual property rights. The use of our
intellectual property rights by others could reduce any competitive advantage we have developed and cause us to lose clients, third-party website
publishers or otherwise harm our business. Policing unauthorized use of our proprietary rights can be difficult and costly. In addition, litigation,
while it may be necessary to enforce or protect our intellectual property rights or to defend litigation brought against us, could result in
substantial costs and diversion of resources and management attention and could adversely affect our business, even if we are successful on the
merits.

Confidentiality agreements with employees, consultants and others may not adequately prevent disclosure of trade secrets and other
proprietary information.

We have devoted substantial resources to the development of our proprietary systems and technology. In order to protect our proprietary systems
and technology, we enter into confidentiality agreements with our employees, consultants, independent contractors and other advisors. These
agreements may not effectively prevent unauthorized disclosure of confidential information or unauthorized parties from copying aspects of our
services or obtaining and using information that we regard as proprietary. Moreover, these agreements may not provide an adequate remedy in
the event of such unauthorized disclosures of confidential information and we cannot assure you that our rights under such agreements will be
enforceable. In addition, others may independently discover trade secrets and proprietary information, and in such cases we could not assert any
trade secret rights against such parties. Costly and time-consuming litigation could be necessary to enforce and determine the scope of our
proprietary rights, and failure to obtain or maintain trade secret protection could reduce any competitive advantage we have and cause us to lose
clients, publishers or otherwise harm our business.

Third parties may sue us for intellectual property infringement which, if successful, could require us to pay significant damages or curtail
our offerings.

We cannot be certain that our internally-developed or acquired systems and technologies do not and will not infringe the intellectual property
rights of others. In addition, we license content, software and other intellectual property rights from third parties and may be subject to claims of
infringement if such parties do not possess the necessary intellectual property rights to the products they license to us. For example, we are
currently defending a patent infringement action brought against us by LendingTree. While we believe that we have meritorious defenses against
LendingTree s claims, and intend to vigorously defend the matter, there can be no assurance that we will prevail in this matter and any adverse
ruling may have a significant impact on our business and operating results. In addition, regardless of the outcome of the matter, we may incur
significant legal fees defending the action until it is resolved.

In addition, we have in the past and may in the future be subject to legal proceedings and claims that we have infringed the patent or other
intellectual property rights of third-parties. These claims sometimes involve patent holding companies or other adverse patent owners who have
no relevant product revenue and against
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whom our own patents, if any, may therefore provide little or no deterrence. In addition, third parties have asserted and may in the future assert
intellectual property infringement claims against our clients, which we have agreed in certain circumstances to indemnify and defend against
such claims. Any intellectual property related infringement claims, whether or not meritorious, could result in costly litigation and could divert
management resources and attention. Moreover, should we be found liable for infringement, we may be required to enter into licensing
agreements, if available on acceptable terms or at all, pay substantial damages, or limit or curtail our systems and technologies. Moreover, we
may need to redesign some of our systems and technologies to avoid future infringement liability. Any of the foregoing could prevent us from
competing effectively and increase our costs.

Additionally, the laws relating to use of trademarks on the Internet are currently unsettled, particularly as they apply to search engine
functionality. For example, other Internet marketing and search companies have been sued in the past for trademark infringement and other
intellectual property-related claims for the display of ads or search results in response to user queries that include trademarked terms. The
outcomes of these lawsuits have differed from jurisdiction to jurisdiction. For this reason, it is conceivable that certain of our activities could
expose us to trademark infringement, unfair competition, misappropriation or other intellectual property related claims which could be costly to
defend and result in substantial damages or otherwise limit or curtail our activities, and adversely affect our business or prospects.

If we fail to keep pace with rapidly-changing technologies and industry standards or if our technologies fail to perform as intended, we could
lose clients or advertising inventory and our results of operations may suffer.

The business lines in which we currently compete are characterized by rapidly-changing Internet media and marketing standards, changing
technologies, frequent new product and service introductions, and changing user and client demands. The introduction of new technologies and
services embodying new technologies and the emergence of new industry standards and practices could render our existing technologies and
services obsolete and unmarketable or require unanticipated investments in technology. Our future success will depend in part on our ability to
adapt to these rapidly-changing Internet media formats and other technologies. We will need to enhance our existing technologies and services
and develop and introduce new technologies and services to address our clients changing demands. If we fail to adapt successfully to such
developments or timely introduce new technologies and services, we could lose clients, our expenses could increase and we could lose
advertising inventory.

In addition, our proprietary technologies are relatively new, and they may contain design or performance defects that are not yet apparent. The
use of our proprietary technologies may not achieve the intended results as effectively as other technologies that exist now or may be introduced
by our competitors, in which case our business could be harmed.

Changes in government regulation and industry standards applicable to the Internet and our business could decrease demand for our
technologies and services or increase our costs.

Laws and regulations that apply to Internet communications, commerce and advertising are becoming more prevalent. These regulations could
increase the costs of conducting business on the Internet and could decrease demand for our technologies and services.

In the United States, federal and state laws have been enacted regarding copyrights, sending of unsolicited commercial email, user privacy,
search engines, Internet tracking technologies, direct marketing, data security, children s privacy, pricing, sweepstakes, promotions, intellectual
property ownership and infringement, trade secrets, export of encryption technology, taxation and acceptable content and quality of goods. Other
laws and regulations may be adopted in the future. Laws and regulations, including those related to privacy and use of personal information, are
changing rapidly outside the United States as well which may make compliance with
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such laws and regulations difficult and which may negatively affect our ability to expand internationally. This legislation could: (i) hinder
growth in the use of the Internet generally; (ii) decrease the acceptance of the Internet as a communications, commercial and advertising
medium; (iii) reduce our revenue; (iv) increase our operating expenses; or (v) expose us to significant liabilities.

The laws governing the Internet remain largely unsettled, even in areas where there has been some legislative action. While we actively monitor
this changing legal and regulatory landscape to stay abreast of changes in the laws and regulations applicable to our business, we are not certain
how our business might be affected by the application of existing laws governing issues such as property ownership, copyrights, encryption and
other intellectual property issues, libel, obscenity and export or import matters to the Internet advertising industry. The vast majority of such
laws were adopted prior to the advent of the Internet. As a result, they do not contemplate or address the unique issues of the Internet and related
technologies. Changes in laws intended to address such issues could create uncertainty in the Internet market. It may take years to determine
how existing laws apply to the Internet and Internet marketing. Such uncertainty makes it difficult to predict costs and could reduce demand for
our services or increase the cost of doing business as a result of litigation costs or increased service delivery costs.

In particular, a number of U.S. federal laws impact our business. The Digital Millennium Copyright Act, or DMCA, is intended, in part, to limit
the liability of eligible online service providers for listing or linking to third-party websites that include materials that infringe copyrights or
other rights. Portions of the Communications Decency Act, or CDA, are intended to provide statutory protections to online service providers
who distribute third-party content. We rely on the protections provided by both the DMCA and CDA in conducting our business. The U.S.
Department of Education issued regulations on incentive compensation and other matters which became effective July 1, 2011. These
regulations repeal all safe harbors regarding incentive compensation which existed under the prior regulations. The elimination of the safe
harbors create uncertainty for us and our education clients and impact the way in which we are paid by our clients and, accordingly, could reduce
the amount of revenue we generate from the education client vertical.

In addition, the Department has issued regulations that also restrict Title IV funding for programs not meeting prescribed income-to-debt ratios
(i.e., programs not leading to  gainful employment as defined under the proposed regulation). These provisions, could negatively affect our
business with education clients. Any changes in these laws or judicial interpretations narrowing their protections could subject us to greater risk
of liability and may increase our costs of compliance with these regulations or limit our ability to operate certain lines of business.

The financial services, education and medical industries are highly regulated and our marketing activities on behalf of our clients in those
industries are also regulated. As described above, and for example, the regulations from the Department of Education on incentive
compensation, gainful employment and other matters could limit our clients businesses and limit the revenue we receive from our education
clients. As an additional example, our mortgage and insurance websites and marketing services we offer are subject to various federal, state and
local laws, including state licensing laws, federal and state laws prohibiting unfair acts and practices, and federal and state advertising laws. Any
failure to comply with these laws and regulations could subject us to revocation of required licenses, civil, criminal or administrative liability,
damage to our reputation or changes to or limitations on the conduct of our business. Any of the foregoing could cause our business, operations
and financial condition to suffer.

If any regulatory audit, investigation or other proceeding finds us not in compliance with the numerous laws and regulations applicable to
us, we may not be able to successfully challenge such finding and our business could suffer.

We are subject to audits, inquiries, investigations, claims of non-compliance and lawsuits by federal and state governmental agencies, regulatory
agencies, attorneys general and other governmental or regulatory bodies, any of whom may allege violations of the legal or regulatory
requirements applicable to us. For example, we
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responded to a civil investigation conducted by the attorneys general of Alabama, Arizona, Delaware, Florida, Idaho, Illinois, lowa, Kentucky,
Massachusetts, Minnesota, Nevada, North Carolina, Oregon, South Carolina, and Tennessee into certain of our marketing and business practices
related to our education client vertical during fiscal year 2012. On June 26, 2012, we entered into an Assurance of Voluntary Compliance
agreement (the Agreement ) with the attorneys general which required us to transfer the GIBill.com website to the United States Veterans
Administration, to pay $2.5 million to the settling states and to add disclosures and disclaimers to our education-related websites. The new
disclosures and disclaimers required by the Agreement could negatively affect media conversion rates and thus our revenue or profitability. If
the results of future audits, inquiries, investigations, claims and lawsuits are unfavorable to us, we may be required to pay monetary fines or
penalties or have restrictions placed on our business. Any one of these sanctions could materially adversely affect our business, financial
condition, results of operations and cash flows and result in the imposition of significant restrictions on us and our ability to operate.

Increased taxation of companies engaged in Internet commerce may adversely affect the commercial use of our marketing services and our
financial results.

The tax treatment of Internet commerce remains unsettled, and we cannot predict the effect of current attempts to impose sales, income or other
taxes on commerce conducted over the Internet. Tax authorities at the international, federal, state and local levels are currently reviewing the
taxation of Internet commerce, particularly as many governmental agencies seek to address fiscal concerns and budgetary shortfalls by
introducing new taxes or expanding the applicability of existing tax laws. We have experienced certain states taking expansive positions with
regard to their taxation of our services. The imposition of new laws requiring the collection of sales or other transactional taxes on the sale of our
services via the Internet could create increased administrative burdens or costs, discourage clients from purchasing services from us, decrease
our ability to compete or otherwise substantially harm our business and results of operations.

Limitations on our ability to collect and use data derived from user activities could significantly diminish the value of our services and cause
us to lose clients and revenue.

When a user visits our websites, we use technologies, including cookies, to collect information such as the user s Internet Protocol, or IP, address,
offerings delivered by us that have been previously viewed by the user and responses by the user to those offerings. In order to determine the
effectiveness of a marketing campaign and to determine how to modify the campaign, we need to access and analyze this information. The use

of cookies is the subject of regulatory scrutiny and industry self-regulatory activities, including the discussion of do-not-track technologies and
guidelines and to litigation. Additionally, users are able to block or delete cookies from their browser. Periodically, certain of our clients and
publishers seek to prohibit or limit our collection or use of this data. Interruptions, failures or defects in our data collection systems, as well as
privacy concerns regarding the collection of user data, could also limit our ability to analyze data from our clients marketing campaigns. This

risk is heightened when we deliver marketing services to clients in the financial and medical services client verticals. If our access to data is

limited in the future, we may be unable to provide effective technologies and services to clients and we may lose clients and revenue.

As a creator and a distributor of Internet content, we face potential liability and expenses for legal claims based on the nature and content of
the materials that we create or distribute. If we are required to pay damages or expenses in connection with these legal claims, our operating
results and business may be harmed.

We create original content for our websites and marketing messages and distribute third-party content on our websites and in our marketing
messages. As a creator and distributor of original content and third-party provided content, we face potential liability based on a variety of
theories, including defamation, negligence, deceptive advertising (including the Department of Education s regulations regarding
misrepresentation in education marketing), copyright or trademark infringement or other legal theories based on the nature, creation or
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distribution of this information. It is also possible that our website visitors could make claims against us for losses incurred in reliance upon
information provided on our websites. In addition, as the number of users of forums and social media features on our websites increases, we
could be exposed to liability in connection with material posted to our websites by users and other third parties. These claims, whether brought
in the United States or abroad, could divert management time and attention away from our business and result in significant costs to investigate
and defend, regardless of the merit of these claims. In addition, if we become subject to these types of claims and are not successful in our
defense, we may be forced to pay substantial damages.

Wireless devices and mobile phones are increasingly being used to access the Internet, and our online marketing services may not be as
effective when accessed through these devices, which could cause harm to our business.

The number of people who access the Internet through mobile devices such as smartphones and tablets has increased substantially in the last few
years. Our online marketing services were designed for persons accessing the Internet on a desktop or laptop computer. The smaller screens,
lower resolution graphics and less convenient typing capabilities of these devices may make it more difficult for visitors to respond to our
offerings. In addition, the cost of mobile advertising is relatively high and may not be cost-effective for our services. If our services continue to
be less effective or economically attractive for clients seeking to engage in marketing through these devices and this segment of web traffic
grows at the expense of traditional computer Internet access, we will experience difficulty attracting website visitors and attracting and retaining
clients and our operating results and business will be harmed.

We may not succeed in expanding our businesses outside the United States, which may limit our future growth. If we were to expand our
business outside of the United States, then we will face risks in conducting business in international markets.

One potential area of growth for us is in the international markets and we have recently entered into certain international markets. However, we
have limited experience in marketing, selling and supporting our services outside of the United States and we may not be successful in
introducing or marketing our services abroad.

There are risks inherent in conducting business in international markets, such as:

the adaptation of technologies and services to foreign clients preferences and customs;

application of foreign laws and regulations to us, including marketing and privacy regulations;

changes in foreign political and economic conditions;

tariffs and other trade barriers, fluctuations in currency exchange rates and potentially adverse tax consequences;

language barriers or cultural differences;

reduced or limited protection for intellectual property rights in foreign jurisdictions;

difficulties and costs in staffing, managing or overseeing foreign operations;

education of potential clients who may not be familiar with online marketing;
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employment regulations and local labor conditions.
If we are unable to successfully expand and market our services abroad, our business and future growth may be harmed and we may incur costs
that may not lead to future revenue.
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We could be adversely affected by violations of the U.S. Foreign Corrupt Practices Act and similar worldwide anti-bribery laws.

The U.S. Foreign Corrupt Practices Act ( FCPA ) and similar worldwide anti-bribery laws generally prohibit companies and their intermediaries
from making improper payments to non-U.S. officials for the purpose of obtaining or retaining business. We operate in parts of the world

outside the United States that have experienced governmental corruption to some degree. There can be no assurance that our internal control
policies and procedures will always protect us from reckless or criminal acts committed by our employees or agents. Violations of these laws, or
allegations of such violations, could disrupt our business and result in a material adverse effect on our results of operations, financial condition,
and cash flows.

We rely on Internet bandwidth and data center providers and other third parties for key aspects of the process of providing services to our
clients, and any failure or interruption in the services and products provided by these third parties could harm our business.

We rely on third-party vendors, including data center and Internet bandwidth providers. Any disruption in the network access or co-location
services provided by these third-party providers or any failure of these third-party providers to handle current or higher volumes of use could
significantly harm our business. Any financial or other difficulties our providers face may have negative effects on our business, the nature and
extent of which we cannot predict. We exercise little control over these third-party vendors, which increases our vulnerability to problems with
the services they provide. We license technology and related databases from third parties to facilitate analysis and storage of data and delivery of
offerings. We have experienced interruptions and delays in service and availability for data centers, bandwidth and other technologies in the
past. Any errors, failures, interruptions or delays experienced in connection with these third-party technologies and services could adversely
affect our business and could expose us to liabilities to third parties.

Our systems also heavily depend on the availability of electricity, which also comes from third-party providers. If we or third-party data centers
which we utilize were to experience a major power outage, we would have to rely on back-up generators. These back-up generators may not
operate properly through a major power outage and their fuel supply could also be inadequate during a major power outage or disruptive event.
Furthermore, we do not currently have backup generators at our Foster City, California headquarters. Information systems such as ours may be
disrupted by even brief power outages, or by the fluctuations in power resulting from switches to and from back-up generators. This could give
rise to obligations to certain of our clients which could have an adverse effect on our results for the period of time in which any disruption of
utility services to us occurs.

Interruption or failure of our information technology and communications systems could impair our ability to effectively deliver our
services, which could cause us to lose clients and harm our operating results.

Our delivery of marketing and media services depends on the continuing operation of our technology infrastructure and systems. Any damage to
or failure of our systems could result in interruptions in our ability to deliver offerings quickly and accurately and/or process visitors responses
emanating from our various web presences. Interruptions in our service could reduce our revenue and profits, and our reputation could be
damaged if people believe our systems are unreliable. Our systems and operations are vulnerable to damage or interruption from earthquakes,
terrorist attacks, floods, fires, power loss, break-ins, hardware or software failures, telecommunications failures, computer viruses or other
attempts to harm our systems, and similar events.

We lease or maintain server space in various locations, including in San Francisco, California. Our California facilities are located in areas with
a high risk of major earthquakes. Our facilities are also subject to break-ins, sabotage and intentional acts of vandalism, and to potential
disruptions if the operators of these facilities have financial difficulties. Some of our systems are not fully redundant, and our disaster recovery
planning cannot account for all eventualities. The occurrence of a natural disaster, a decision to close a facility we are using without adequate
notice for financial reasons or other unanticipated problems at our facilities could result in lengthy interruptions in our service.
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Any unscheduled interruption in our service would result in an immediate loss of revenue. If we experience frequent or persistent system
failures, the attractiveness of our technologies and services to clients and website publishers could be permanently harmed. The steps we have
taken to increase the reliability and redundancy of our systems are expensive, reduce our operating margin, and may not be successful in
reducing the frequency or duration of unscheduled interruptions.

Any constraints on the capacity of our technology infrastructure could delay the effectiveness of our operations or result in system failures,
which would result in the loss of clients and harm our business and results of operations.

Our future success depends in part on the efficient performance of our software and technology infrastructure. As the numbers of websites and
Internet users increase, our technology infrastructure may not be able to meet the increased demand. A sudden and unexpected increase in the
volume of user responses could strain the capacity of our technology infrastructure. Any capacity constraints we experience could lead to slower
response times or system failures and adversely affect the availability of websites and the level of user responses received, which could result in
the loss of clients or revenue or harm to our business and results of operations.

We could lose clients if we fail to detect click-through or other fraud on advertisements in a manner that is acceptable to our clients.

We are exposed to the risk of fraudulent clicks or actions on our websites or our third-party publishers websites. We may in the future have to
refund revenue that our clients have paid to us and that was later attributed to, or suspected to be caused by fraud. Click-through fraud occurs
when an individual clicks on an ad displayed on a website or an automated system is used to create such clicks with the intent of generating the
revenue share payment to the publisher rather than to view the underlying content. Action fraud occurs when on-line forms are completed with
false or fictitious information in an effort to increase the compensable actions in respect of which a web publisher is to be compensated. From
time to time we have experienced fraudulent clicks or actions and we do not charge our clients for such fraudulent clicks or actions when they
are detected. It is conceivable that this activity could negatively affect our profitability, and this type of fraudulent act could hurt our reputation.
If fraudulent clicks or actions are not detected, the affected clients may experience a reduced return on their investment in our marketing
programs, which could lead the clients to become dissatisfied with our campaigns, and in turn, lead to loss of clients and the related revenue.
Additionally, we have from time to time had to terminate relationships with web publishers who we believed to have engaged in fraud, which we
may have to do so in the future. Termination of such relationships entails a loss of revenue associated with the legitimate actions or clicks
generated by such web publishers.

An impairment in the carrying value of goodwill and other indefinite-lived intangible assets could negatively affect our operating results.

We have a substantial amount of goodwi