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5. Redeemable Convertible Preferred Stock and Stockholders’ Equity (Deficit)
Initial Public Offering

On October 9, 2007, the Company closed its initial public offering of 7,705,000 shares of common stock at an
offering price of $16.00 per share, of which 6,199,845 shares were sold by the Company and 1,505,155 shares
were sold by selling stockholders, raising proceeds to the Company of $90,436, net of underwriting discounts
and offering costs. At the close of the initial public offering, the Company’s outstanding shares of redeemable
convertible preferred stock were automatically converted into common stock and the Company’s charter was
amended and restated to provide for 100,000,000 shares of common stock, par value $0.01 per share, and
5,000,000 shares of preferred stock, par value $0.01 per share, all of which preferred stock is undesignated.

Redeemable Convertible Preferred Stock

During 2002, the Company authorized 1,026,680 shares and 9,761,666 shares of Series A redeemable
convertible preferred stock (“Series A”) and Series B redeemable convertible preferred stock (“Series B”),
respectively. Also during 2002, the Company issued 1,026,680 and 9,641,666 shares of Series A and Series B,
respectively.

During 2006, the Company authorized 2,521,432 shares of Series C redeemable convertible preferred stock
(“Series C”). In May and July 2006, the Company issued 2,357,130 and 164,302 shares, respectively, of
Series C for an aggregate purchase price of $15,000 or $5.949 per share.

The holders of the redeemable convertible preferred stock that was authorized and outstanding prior to the
Company’s initial public offering had the following rights:

Voting

The holders of the preferred stock were entitled to vote, together with the holders of common stock, on all
matters submitted to stockholders for a vote. Each preferred stockholder was entitled to the number of votes
equal to the number of shares of common stock into which each preferred share was convertible at the time of
such vote. The holders of Series B and Series C were entitled to other specific voting rights with respect to
the election of directors, as defined.

Dividends

The holders of Series B shares were entitled to receive cumulative dividends at the rate of 10% per annum
through May 12, 2006, payable in preference and priority to any payment of any dividend on common stock,
Series A or Series C shares. No dividends accrued after May 12, 2006. No dividends were to be made with
respect to the common stock unless the holders of Series B and Series C first received, or simultaneously
received, a dividend in an amount equivalent to that of common stock on an as converted basis. The holders
of Series A shares were not entitled to receive dividends.

Liquidation Preference

In the event of any liquidation, dissolution or winding-up of the affairs of the Company, the holders of Series C
were entitled to receive an amount, to be paid first out of the assets of the Company available for distribution
to holders of all classes of capital stock, equal to $11.898 per share (subject to adjustment), plus any declared
but unpaid dividends, in the case of a specified liquidation event (defined as an event in which the proceeds
legally available for distribution to the stockholders have value equal to or less than $100,000), or $5.949 per
share (subject to adjustment) plus any declared but unpaid dividends in the case of other than a specified
liquidation event. If the assets of the Company were insufficient to pay the full amount entitled to the holders
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of Series C, then the entire assets of the Company were to be distributed ratably among the holders of
Series C.

After such payments had been made in full to the holders of Series C, the holders of Series B were entitled to
receive an amount equal to $0.50 per share (subject to adjustment), plus any accrued but unpaid dividends. If the
assets of the Company were insufficient to pay the full amount entitled to the holders of Series B, then the
remaining assets of the Company were to be distributed ratably among the holders of Series B.

After such payments were made in full to the holders of Series C and Series B, the holders of Series A were
entitled to receive an amount equal to approximately $17.00 per share (subject to adjustment). If the assets of
the Company were insufficient to pay the full amount entitled to the holders of Series A, then the remaining
assets available for such distribution were to be distributed ratably among the holders of Series A.

Upon completion of the distribution as described above, all of the remaining proceeds available for distribution
to stockholders were to be distributed among the holders of Series B and Series C and Common stock pro rata
based on number of shares of Common stock held by each (assuming full conversion of all such preferred
stock) provided that holders of Series C would receive no further distribution if such holders were entitled to a
distribution equal to twice the original price as stated above.

Conversion

Each share of preferred stock, at the option of the holder, was convertible into the number of fully paid shares
of common stock as determined by dividing the respective preferred stock issue price by the conversion price
in effect at the time. The initial conversion prices of Series A, B and C shares were $17.00, $0.50 and $5.949,
respectively, subject to adjustment in accordance with the antidilution provisions contained in the Company’s
Certificate of Incorporation, as amended. After giving effect to the stock split the conversion ratio of all
outstanding preferred stock was 1.3 shares of common stock for each share of preferred stock. Conversion was
automatic immediately upon the closing of the first underwritten public offering in which the aggregate
proceeds raised exceed $25,000 and pursuant to which the initial price to the public was at least $9.152 per
share (after giving effect to the stock split).

At the close of the initial public offering, the Company’s outstanding shares of redeemable convertible
preferred stock were automatically converted into 17,146,697 shares of common stock and a warrant to
purchase redeemable convertible preferred stock was exercised and converted to 156,000 shares of common
stock.

Redemption

The holders of at least a majority of the voting power of the then outstanding Series B and Series C shares
(voting together as a single class), by written request at any time after May 12, 2010 (the “Redemption Date”),
could have required the Company to redeem the preferred stock by paying in cash a sum equal to 100% of the
original purchase price of the Series A, Series B and Series C preferred stock plus accrued but unpaid
dividends on Series B and declared but unpaid dividends on Series C, in three (3) annual installments. If the
Company did not have sufficient funds legally available to redeem all shares of preferred stock to be redeemed
at the Redemption Date, then the Company was to redeem first the maximum possible shares of Series C
ratably among the holders of Series C. Only after all Series C shares that were to be redeemed at the
Redemption Date were redeemed, the Company was to redeem the maximum number of Series B shares
ratably among the holders of Series B. Only after all Series C and B shares that were to be redeemed at the
Redemption Date were redeemed, the Company was to redeem the maximum number of Series A shares
ratably among the holders of Series A. The Company recorded dividends and accretion through a charge to
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stockholders’ equity (deficit) of $816, $3,788 and $5,743 in 2007, 2006 and 2005, respectively, in connection
with the redemption rights.

Warrants

In connection with certain equity financings, the Company granted warrants to purchase 257,743 shares of
common stock at exercise prices ranging from $1.21-$1.38 per share. The common stock warrants were to
expire on varying dates through October 2008, or the effective date of a merger or consolidation of the
Company with another entity or the sale of all or substantially all of the Company’s assets. Warrants to
purchase 132,039 shares of common stock were exercised during 2006 and warrants to purchase 125,704 shares
of common stock were outstanding at December 31, 2006. The remaining warrants for the purchase of
125,704 shares of common stock were exercised during the year ended December 31, 2007.

In connection with the Series B financing, the Company granted to a consultant a warrant to purchase

120,000 shares of Series B at a price of $0.50 per share. The warrant was due to expire on the earliest to
occur of November 27, 2007, or immediately prior to the closing of a merger, sale of assets, or consolidation
of the Company by another entity, or immediately prior to the closing date of an initial public offering of the
Company’s common stock. The Company accounted for the Series B warrant in accordance with the guidance
in FSP 150-5. The guidance provides that warrants for shares that are redeemable are within the scope of
SFAS 150 and should be accounted for as a liability and reported at fair value each reporting period until
exercised. At December 31, 2006, the Company used the Black-Scholes option-pricing model to estimate the
fair value of the Series B warrant to be $628. During 2007, 2006 and 2005, the Company recorded a charge to
other expense of $3,918, $588 and $0, respectively, relating to the changes in carrying value of the Series B
warrant. As of the close of the Company’s initial public offering, the warrant was exercised for 120,000 shares
of redeemable convertible preferred stock which automatically converted into 156,000 shares of common
stock.

Common Stock

In August 2007, the pricing committee of the Company’s board of directors, pursuant to delegated authority,
approved a 1.3-for-1 stock split of the Company’s common stock, which became effective in September 2007.
All references to share and per share amounts have been adjusted retroactively to reflect the stock split.

Each share of common stock is entitled to one vote. The holders of common stock are also entitled to receive
dividends whenever funds are legally available and when declared by the board of directors, subject to the
prior rights of holders of all classes of preferred stock outstanding.

6. Stock-Based Awards

In 1999, the Company’s Board of Directors adopted the 1999 Stock Option/Stock Issuance Plan (the “Plan”).
The Plan provided for the granting of incentive and nonqualified stock options with a maximum term of ten
years, restricted stock and other equity awards to employees, officers, directors, consultants and advisors of
the Company. Provisions such as vesting, repurchase and exercise conditions and limitations were determined
by the Board of Directors on the grant date. The maximum number of shares of common stock that could be
issued pursuant to the 1999 Stock Plan was 5,604,353. In conjunction with the adoption of the 2007 Stock
Incentive Plan, the board of directors voted that no further stock options or other equity-based awards shall be
granted under the 1999 plan.

In 2007, the 2007 Stock Incentive Plan (2007 Plan”), was adopted by the board of directors and approved by
its stockholders. The 2007 Plan permits the Company to make grants of incentive stock options, non-statutory
stock options, restricted stock, restricted stock units, stock appreciation rights and other stock-based awards.
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These awards may be granted to the Company’s employees, officers, directors, consultants, and advisors. The
Company reserved 1,500,000 shares of its common stock for the issuance under the 2007 Plan. Additionally,
per the terms of the 2007 Plan, 700,000 shares of common stock previously reserved for issuance under the
1999 plan were added to the number of shares available for issuance under the 2007 Plan. The 2007 Plan also
contains an evergreen provision that allows for an annual increase in the number of shares available for
issuance on the first day of each year beginning in 2008 and ending on the second day of 2017. The increase
is based on a formula and cannot exceed 700,000 shares of common stock per year. As of December 31,
2007, 1,807,450 shares of common stock were available for issuance under the 2007 Plan.

Prior to January 1, 2006, the Company accounted for its stock-based compensation plans under the intrinsic
value recognition and measurement provisions of APB 25 and related interpretations, and adopted the
disclosure-only provisions of SFAS 123, as amended by SFAS No. 148.

Effective January 1, 2006, the Company adopted the fair value recognition provisions of SFAS 123R.

SFAS 123R requires nonpublic companies that used the minimum value method in SFAS 123 for either
recognition or pro forma disclosures to apply SFAS 123R using the prospective transition method. Under the
prospective transition method, compensation cost recognized in the years ended December 31, 2007 and 2006
included the pro rata compensation cost for all share-based payments granted on or subsequent to January 1,
2006, based on the grant-date fair value estimated in accordance with the provisions of SFAS 123R. The
Company recognizes the compensation cost of employee stock-based awards in the statement of operations
using the straight-line method over the requisite service period of the award. The Company will continue to
apply APB 25 in future periods to equity awards outstanding at the date of SFAS 123R’s adoption that were
measured using the minimum value method. In accordance with the requirements of SFAS 123R, the Company
does not present pro forma disclosures for periods prior to the adoption of SFAS 123R, as the estimated fair
value of the Company’s stock options granted through December 31, 2005 was determined using the minimum
value method.

Stock Options

During the years ended December 31, 2007, 2006 and 2005, the Company granted 860,296, 749,277 and
737,091 stock options, respectively, to certain employees and directors. The vesting of these awards is time-
based and the restrictions typically lapse 25% after one year and quarterly thereafter for the next 36 months.

Stock options have historically been granted with exercise prices equal to the estimated fair value of the
Company’s common stock on the date of grant. Commencing in the fourth quarter 2007, the Company based
fair value on the quoted market price of the Company’s common stock. Because there was no public market
for the Company’s common stock prior to the initial public offering (Note 5), the Company’s board of
directors determined the fair value of common stock taking into account the Company’s most recently
available valuation of common stock.

For the year ended December 31, 2005, the fair value of common stock was estimated by the Company on an
annual basis. The fair value was estimated by considering a number of objective and subjective factors,
including peer group trading multiples, the amount of preferred stock liquidation preferences, the illiquid
nature of common stock and the size of the Company and its lack of historical profitability.

Commencing in 2006, the Company began the process of quarterly contemporaneous common stock
valuations. In the first quarter of 2006, the fair value of common stock was estimated using the guideline
public company method. The valuation considered numerous factors, including peer group trading multiples,
the amount of preferred stock liquidation preferences, the illiquid nature of the Company’s common stock, the
Company’s small size, lack of historical profitability, short-term cash requirements and the redemption rights
of preferred stockholders.
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Beginning in the second quarter of 2006, the quarterly common stock valuations were prepared using the
probability-weighted expected return method. Under this methodology, the fair market value of common stock
was estimated based upon an analysis of future values for the Company assuming various outcomes. The share
value was based on the probability-weighted present value of expected future investment returns considering
each of the possible outcomes available to the Company as well as the rights of each share class.

The fair value of each stock option grant was estimated on the date of grant using the Black-Scholes option-
pricing model. The expected term assumption is based on the simplified method for estimating expected term
for awards that qualify as “plain-vanilla” options under SAB 107, Share Based Payment. Expected volatility is
based on historical volatility of the publicly traded stock of a peer group of companies analyzed by the
Company. The risk-free interest rate is determined by reference to U.S. Treasury yields at or near the time of
grant for time periods similar to the expected term of the award. The relevant data used to determine the value
of the stock option grants is as follows:

Year Ended Year Ended
December 31, December 31,

2007 2006
Weighted average risk-free interestrate .. ...................... 4.23% 4.82%
Expected term (in Yars) . . ... ......ooueueeueeennnnnn.. 6.1 6.1
Weighted average expected volatility .......................... 62.1% 64.9%
Expected dividends . . .......... ... . 0% 0%
A summary of stock option activity is as follows:
Weighted
Average

Weighted Remaining
Average Contractual Aggregate

Number of Exercise Term Intrinsic
Options Price (In Years) Value
Outstanding

Balance at December 31,2004.............. 1,036,305 $ 0.99
Granted . .. ... .. .. .. . 737,091 0.06
Exercised. .. ... ... .. .. .. (473,170) 0.04
Forfeited . ... ...... ... ... . ... ....... (82,460) 1.03
Balance at December 31, 2005.............. 1,217,766 0.79
Granted . ... ........ ... ... ... .. ...... 749,277 2.35
Exercised. . ......... .. .. ... .. .. . ..... (192,076) 0.05
Forfeited . .. ........ ... ...... .. ....... (72,960) 0.47
Balance at December 31, 2006. . ............ 1,702,007 1.57
Granted . . . ... .. .. .. 860,296 13.36
Exercised. . ......... .. ... ... . .. . ..... (199,824) 0.35
Forfeited .. ... ...... .. .. ... .. ... ..... (161,857) 1.15

Balance at December 31, 2007.............. 2,200,622 6.32 8.33 $33,405

Exercisable at December 31,2007 . ............ 573,178 $ 2.00 6.90 $11,177

The aggregate intrinsic value was calculated based on the positive difference between the estimated fair value
of the Company’s common stock on December 31, 2007 of $21.50 per share and the exercise price of the
options.
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The weighted average grant-date fair value of grants of stock options was $8.06 and $1.50 per share for the
years ended December 31, 2007 and 2006, respectively.

The total intrinsic value of stock options exercised was $978, $430 and $11 for the years ended December 31,
2007, 2006 and 2005, respectively.

Compensation cost of $645, $83 and $17 was recognized for employee stock-based compensation for the years
ended December 31, 2007, 2006 and 2005, respectively.

Under the provisions of SFAS 123R, the Company recognized stock-based compensation expense on all
employee awards in the following categories:

Years Ended
December 31,

COSE OF TEVEIUC. .« .« . ottt e et e e e e e e $ 81 $25
Research and development . ....... ... ... . . . . . .. 170 27
Sales and marketing . .. ... ... ... . 133 19
General and administrative . ........... ... .. ... . ... . 261 12

$645  $83

No stock-based compensation expense was capitalized during the years ended December 31, 2007, 2006 or
2005. The unrecognized compensation expense associated with outstanding stock options at December 31,
2007 was $7,225 which is expected to be recognized over a weighted-average period of 3.57 years as of
December 31, 2007.

Stock Purchase Plan

The Company’s 2007 employee stock purchase plan (the “Purchase Plan”) was adopted by the board of
directors and approved by its stockholders in September 2007 and became effective upon the completion of
the initial public offering. The Purchase Plan will be administered by the board of directors or by a committee
appointed by the board of directors. All employees, including directors who are employees and all employees
of participating subsidiaries, who have been employed for at least three months prior to enrolling in the
purchase plan, who are employees on the first day of the purchase plan period, and whose customary
employment is for more than 30 hours a week and more than five months in any calendar year, will be
eligible to participate in the Purchase Plan. The Company will make one or more offerings to employees to
purchase stock under the Purchase Plan. Offerings will begin on each of January 1 and July 1 at which date a
six-month purchase plan period will commence and payroll deductions will be made and held for the purchase
of the common stock at the end of such Purchase Plan period. The first offering commencement date will
begin on January 1, 2008. The Company reserved a total of 350,000 shares of common stock for issuance to
participating employees under the Purchase Plan.

Restricted Stock

During the year ended December 31, 2005, the Company sold 192,010 shares of restricted stock to a certain
employee. The vesting of this award is time-based and restrictions lapse over four years. The Company did
not record compensation expense as the shares were sold at fair value. At December 31, 2007 and 2006,
96,006 and 144,008 shares, respectively remained unvested. No shares have been forfeited.
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7. Income Taxes

As a result of losses incurred, the Company did not provide for any income taxes in the years ended
December 31, 2007, 2006 and 2005. A reconciliation of the Company’s effective tax rate to the statutory
federal income tax rate is as follows:

Years Ended
December 31,

2007 2006 2005

STAULOTY TALE . . . . e (34%) (34%) (34%)
Increase in valuation allowance .. ............ ... ... ..., 44 40 55
State taxes, net of federal benefit............ ... ... . ... ... ....... (6) (6) (6)
Impact of permanent differences . ............ ... ... ... .. . ... — 1 —
Expiration of state net operation losses . ............................. 5 5 —
Tax credits . ...t (8) 7 (14
Other . . e 1 @)

_0% _0% _0%

The Company has deferred tax assets related to temporary differences and operating loss carryforwards as
follows:

December 31,

2007 2006
Deferred tax assets
Net operating loss carryforwards. . .. ......... ... .. $ 14,002  $ 10,778
Capitalized research and development . .. ............ ... ... ...... 22 41
Research and development credit carryforwards. . ................... 1,952 1,584
ACCIUC EXPENSES . « « v v vttt 307 176
Redeemable convertible preferred stock warrant . ................... 288 237
Total deferred tax asSets . . . . .o oot e e 16,571 12,816
Deferred tax asset valuation allowance . ............................ (16,299) (12,688)
Net deferred tax asSets . . . .o v ittt e 272 128
Deferred tax liabilities
Depreciation. . . .. ... (272) (128)
Total deferred tax liabilities . .......... ... ... ...t . (272) (128)
Net deferred tax @ssets . . .. ... ..ttt $ — % —

The Company has provided a valuation allowance for the full amount of its net deferred tax assets because at
December 31, 2007 and 2006 it is not more likely than not that any future benefit from deductible temporary
differences and net operating loss and tax credit carryforwards would be realized. The change in valuation
allowance for the year ended December 31, 2007 of $3,611 is attributable primarily to the increase in the net
operating loss and research and development credit carryforwards.

At December 31, 2007, the Company has federal and state net operating loss carryforwards of approximately
$38,243 and $24,862 respectively, which expire at varying dates through 2027 for federal income tax purposes
and through 2012 for state income tax purposes. At December 31, 2007, $1,396 of federal and state net
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operating loss carryforwards relate to deductions for stock option compensation for which the associated tax
benefit will be credited to additional paid-in capital when realized. This amount is tracked separately and not
included in the Company’s deferred tax assets.

At December 31, 2007, the Company had federal and state research and development credit carryforwards of
$1,188 and $1,156 respectively, which will expire at varying dates through 2027 for federal income tax
purposes and through 2022 for state income tax purposes.

Adoption of FIN 48

In June 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an
Interpretation of FASB Statement No. 109 (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in
income taxes recognized in an enterprise’s financial statements in accordance with SFAS No. 109, Accounting
for Income Taxes. FIN 48 prescribes a two-step process to determine the amount of tax benefit to be
recognized. First, the tax position must be evaluated to determine the likelihood that it will be sustained upon
external examination. If the tax position is deemed ‘“more-likely-than-not” to be sustained, the tax position is
then assessed to determine the amount of benefit to recognize in the financial statements. The amount of the
benefit that may be recognized is the largest amount that has a greater than 50% likelihood of being realized
upon ultimate settlement. The Company adopted FIN 48 on January 1, 2007 and its adoption did not have an
effect on its results of operations and financial condition.

The total amount of unrecognized tax benefits was $303 as of January 1, 2007 and December 31, 2007, all of
which, if recognized, would affect the effective tax rate prior to the adjustment for the Company’s valuation
allowance. As a result of the implementation of FIN 48, the Company did not recognize an increase in tax
liability for the unrecognized tax benefits because the Company has significant deferred tax assets comprised
primarily of net operating loss carryforwards which would mitigate the effect of any unrecognized tax
benefits. There were no increases or decreases to the amount of unrecognized tax benefits during 2007.
Additionally, it is not possible to estimate the potential net increase or decrease to the Company’s
unrecognized tax benefits during the next twelve months.

The Company’s policy is to record estimated interest and penalties related to the underpayment of income
taxes as a component of its income tax provision. As of January 1, 2007 and December 31, 2007, the
Company had no accrued interest or tax penalties recorded. The Company’s income tax return reporting
periods since December 31, 2003 are open to income tax audit examination by the federal and state tax
authorities. In addition, because the Company has net operating loss carryforwards, the Internal Revenue
Service is permitted to audit earlier years and propose adjustments up to the amount of net operating loss
generated in those years.

The Company has performed an analysis of its changes in ownership under Internal Revenue Code Section 382
and has determined that any ownership changes which have occurred do not result in a permanent limitation
of the Company’s federal and state net operating losses.

8. Accrued Expenses

December 31,

2007 2006
Payroll and payroll related . .. ... ... ... $1,114 $ 694
Licensed software and maintenance . ....................ouiuueeennn... 638 562
Marketing Programs . . . .. ..ottt t ittt 344 509
Other accrued eXpenses . . ... ... ...ttt 1,183 641

$3.279  $2.406

63


%%TRANSMSG*** Transmitting Job: B68190 PCN: 065000000 ***%%PCMSG|63     |00021|Yes|No|03/13/2008 19:29|0|0|Page is valid, no graphics -- Color: N|


Constant Contact, Inc.

Notes to Consolidated Financial Statements — (Continued)
(in thousands, except share and per share amounts)

9. 401(k) Savings Plan

The Company has a defined contribution savings plan under Section 401(k) of the Internal Revenue Code.
This plan covers substantially all employees who meet minimum age and service requirements and allows
participants to defer a portion of their annual compensation on a pre-tax basis. Company contributions to the
plan may be made at the discretion of the Board of Directors. There were no contributions made to the plan
by the Company during the years ended December 31, 2007, 2006 and 2005.

10. Commitments and Contingencies
Capital Leases

The Company leased equipment under capital leases that expired in 2006 (Note 3). Amortization of assets
under capital leases was $0 and $19 for the years ended December 31, 2006 and 2005, respectively.

Operating Leases

The Company leased its office space under a noncancelable operating lease expiring in July 2005. In June 2005,
the Company and the landlord entered into the First Amendment to the original lease agreement which
effectively terminated the original lease related to the existing office space and entered into a new lease
agreement for new office space with a lease term of five years from the commencement of the First Amendment
in October 2005. In July 2006, the Company subleased an adjacent office space within the same building.
Simultaneous with the execution of the sublease, the Company entered into the Second Amendment of its
primary office lease to incorporate the additional space, upon the expiration of the sublease, into the primary
office lease for the period from May 1, 2008 to September 2010. In 2007, the Company entered into the third
and fourth amendments of its office lease in order to expand its existing premises. The modified lease
arrangement required a $92 increase in the security deposit. To satisfy the increased security deposit requirement,
the Company increased the letter of credit issued for the benefit of the holder of the lease and the related
restricted cash arrangement securing the letter of credit. The modified lease arrangement includes certain lease
incentives, payment escalations and rent holidays, the net effect of which has been deferred and is being
amortized as an adjustment to rent expense over the term of the lease. Total rent expense under operating leases
was $1,091, $745 and $351 for the years ended December 31, 2007, 2006 and 2005, respectively.

As of December 31, 2007, future minimum lease payments under noncancelable operating leases are as follows:

2008 . . $2,041
2000 . L 2,264
2000 . . 1,719

$6,024

Hosting Services

The Company has an agreement with a vendor to provide specialized space and related services from which
the Company hosts its software application. The agreement includes payment commitments that expire at
various dates through October 2009. As of December 31, 2007, the agreement requires future minimum
payments of $986 and $367 in 2008 and 2009, respectively.

In 2007, the Company entered into an agreement and first amendment to the agreement with a different
vendor to provide space and related services in a second co-location hosting facility. As of December 31,
2007, the amended agreement requires future minimum payments of $770, $1,542, $1,581, $1,621, $1,661 and
$774 in 2008, 2009, 2010, 2011, 2012 and 2013, respectively.

64


%%TRANSMSG*** Transmitting Job: B68190 PCN: 066000000 ***%%PCMSG|64     |00020|Yes|No|03/13/2008 19:29|0|0|Page is valid, no graphics -- Color: N|


Constant Contact, Inc.

Notes to Consolidated Financial Statements — (Continued)
(in thousands, except share and per share amounts)

Letters of Credit

As of December 31, 2007 and 2006, the Company maintained a letter of credit totaling $308 and $216,
respectively, for the benefit of the holder of the Company’s facilities lease. The holder can draw against the
letter of credit in the event of default by the Company. The Company was required to maintain a cash balance
of at least $308 as of December 31, 2007 to secure the letter of credit and $266 as of December 31, 2006 to
secure the letter of credit and as collateral on customer credit card deposits. These amounts were classified as
restricted cash in the balance sheet at December 31, 2007 and 2006.

Indemnification Obligations

The Company enters into standard indemnification agreements with the Company’s channel partners and
certain other third parties in the ordinary course of business. Pursuant to these agreements, the Company
indemnifies and agrees to reimburse the indemnified party for losses incurred by the indemnified party in
connection with certain intellectual property infringement claims by any third party with respect to the
Company’s business and technology. Based on historical information and information known as of Decem-
ber 31, 2007, the Company does not expect it will incur any significant liabilities under these indemnification
agreements.

11. Related Party

An executive of the Company served as a director of a channel partner and vendor to the Company from
December 2003 through May 2007. In the years ended December 31, 2007, 2006 and 2005, the Company’s
aggregate payments to this channel partner and vendor for customer referrals and template design services
were $36, $164 and $107, respectively.

One of the Company’s directors is a general partner of a venture capital firm that owns, through affiliated
investment entities, approximately 7% of the outstanding common stock of one of the Company’s vendors.
Another of the general partners of that venture capital firm was a former member of the board of directors of
that same vendor. In the years ended December 31, 2007, 2006 and 2005, the Company’s aggregate payments
to this vendor were $508, $253 and $33, respectively.

12. Quarterly Information (Unaudited)

Three Months Ended
Dec. 31, Sept. 30, June 30, March 31, Dec. 31, Sept. 30, June 30, March 31,

2007 2007 2007 2007 2006 2006 2006 2006

Statements of Operations Data:
Revenue..................... $15,867 $13,517 $11,398 $9,713 $8484 $ 7,239 $ 6,400 $ 5,429
Gross Profit . ................. 12,096 10,094 8,292 6,982 6,075 5201 4,589 3,886
Loss from operations ........... (54) (781) (2,473) (2,390) (3,548) (1,626) (1,655) (807)
Netloss........coovvvn.... (1,069) (1,691) (2,813) (2,681) (3,550) (1,521) (1,811) (957)
Net loss attributable to common

stockholders . . .............. (1,096) (1,962) (3,078) (2,934) (3,809) (1,780) (2,945) (3,093)
Basic and diluted net loss

attributable to common

stockholders per share: . ....... $ (0.04)$ (051)$ (0.81) $ (0.79) $ (1.06) $ (0.51) $ (0.88) $ (0.94)
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

On or about September 20, 2006, we dismissed Vitale, Caturano & Company, Ltd., or Vitale, as our
independent registered public accounting firm. Our audit committee participated in and approved the decision
to change our independent registered public accounting firm. The reports of Vitale on the financial statements
for the year ended December 31, 2005 contained no adverse opinion or disclaimer of opinion and were not
qualified or modified as to uncertainty, audit scope or accounting principle. During the year ended

December 31, 2005 and through September 20, 2006, there were no disagreements with Vitale on any matter
of accounting principles or practices, financial statement disclosure, or auditing scope or procedure, which
disagreements if not resolved to the satisfaction of Vitale would have caused them to make reference thereto
in their reports on the financial statements for such years. We requested that Vitale furnish us with a letter
addressed to the SEC stating whether or not it agrees with the above statements. A copy of such letter, dated
July 6, 2007, was filed as an exhibit to our Registration Statement on Form S-1.

We engaged PricewaterhouseCoopers LLP as our new independent registered public accounting firm as of
December 26, 2006.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures and Changes in Internal Control Over Financial Reporting

Our management, with the participation of our chief executive officer and chief financial officer, evaluated the
effectiveness of our disclosure controls and procedures as of December 31, 2007. The term “disclosure
controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of
1934, as amended, or the “Exchange Act”, means controls and other procedures of a company that are
designed to ensure that information required to be disclosed by a company in the reports that it files or
submits under the Exchange Act is recorded, processed, summarized and reported, within the time periods
specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls
and procedures designed to ensure that information required to be disclosed by a company in the reports that
it files or submits under the Exchange Act is accumulated and communicated to the company’s management,
including its principal executive and principal financial officers, as appropriate to allow timely decisions
regarding required disclosure. Management recognizes that any controls and procedures, no matter how well
designed and operated, can provide only reasonable assurance of achieving their objectives and management
necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
Based on the evaluation of our disclosure controls and procedures as of December 31, 2007, our chief
executive officer and chief financial officer concluded that, as of such date, our disclosure controls and
procedures were effective at the reasonable assurance level.

No change in the Company’s internal control over financial reporting (as defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act) occurred during the quarter ended December 31, 2007 that has materially
affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting.
Management’s Report on Internal Control Over Financial Reporting

This Annual Report on Form 10-K does not include a report of management’s assessment regarding internal
control over financial reporting or an attestation report of the company’s registered public accounting firm due
to a transition period established by rules of the SEC for newly public companies.

ITEM 9B. OTHER INFORMATION

None.

66


%%TRANSMSG*** Transmitting Job: B68190 PCN: 068000000 ***%%PCMSG|66     |00024|Yes|No|03/13/2008 19:29|0|0|Page is valid, no graphics -- Color: N|


PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Incorporated by reference from the information in our proxy statement for the 2008 Annual Meeting of
Stockholders, which we will file with the Securities and Exchange Commission within 120 days of
December 31, 2007.

We have adopted a code of ethics, called the Code of Business Conduct and Ethics, that applies to our officers,
including our principal executive, financial and accounting officers, and our directors and employees. We have
posted the Code of Business Conduct and Ethics on our website at www.constantcontact.com under the “Investor
Relations — Corporate Governance” section of the webpage. We intend to make all required disclosures concerning
any amendments to, or waivers from, the Code of Business Conduct and Ethics on our website.

ITEM 11. EXECUTIVE COMPENSATION

Incorporated by reference from the information in our proxy statement for the 2008 Annual Meeting of
Stockholders, which we will file with the Securities and Exchange Commission within 120 days of
December 31, 2007.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Incorporated by reference from the information in our proxy statement for the 2008 Annual Meeting of
Stockholders, which we will file with the Securities and Exchange Commission within 120 days of
December 31, 2007.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

Incorporated by reference from the information in our proxy statement for the 2008 Annual Meeting of
Stockholders, which we will file with the Securities and Exchange Commission within 120 days of
December 31, 2007.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Incorporated by reference from the information in our proxy statement for the 2008 Annual Meeting of
Stockholders, which we will file with the Securities and Exchange Commission within 120 days of
December 31, 2007.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Financial Statements

For a list of the consolidated financial information included herein, see Index to the Consolidated Financial
Statements on page 43 of this Annual Report on Form 10-K.

(b) Exhibits
See Exhibit Index incorporated into this item by reference.
(c) Financial Statement Schedules

No financial statement schedules have been submitted because they are not required or are not applicable or
because the information required is included in the consolidated financial statements or the notes thereto.

67


%%TRANSMSG*** Transmitting Job: B68190 PCN: 069000000 ***%%PCMSG|67     |00016|Yes|No|03/13/2008 19:43|0|0|Page is valid, no graphics -- Color: N|


SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CONSTANT CONTACT, INC.

By: /s/ Gail F. Goodman

Gail F. Goodman
President and Chief Executive Officer

Date: March 14, 2008

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant in the capacities and on the dates indicated.

Signature Title Date

/s/  Gail F. Goodman President and Chief Executive Officer March 14, 2008
Gail F. Goodman

/s/  Thomas Anderson Director March 8, 2008
Thomas Anderson

/s/  Robert P. Badavas Director March 9, 2008
Robert P. Badavas

/s/  John Campbell Director March 9, 2008
John Campbell

/s/ Michael T. Fitzgerald Director March 9, 2008
Michael T. Fitzgerald

/s/ Patrick Gallagher Director March 9, 2008
Patrick Gallagher

/s/  William S. Kaiser Director March 7, 2008
William S. Kaiser

/s/  Steven R. Wasserman Vice President and Chief Financial Officer March 14, 2008
Steven R. Wasserman
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Exhibit
Number
3.1(1)
3.2(1)
4.1(1)
10.1 Q)#
102 Q)#

10.3 2)#
10.4 (2) #
10.5 (1)#
10.6 (1)#
10.7 (1)#
10.8 (1)#
10.9 2)#
10.10 (2)#
10.11 (2)#
10.12 (1)#
10.13(2)

10.14(2)
10.15(2)
10.16(3)
10.17(1)
10.18(4)

10.19%#
10.20*

21.1%
23.1%
23.2%
31.1%
31.2%
32%

EXHIBIT INDEX

Description

Restated Certificate of Incorporation of the Company.

Second Amended and Restated Bylaws of the Company.

Specimen Certificate evidencing shares of common stock.

1999 Stock Option/Stock Issuance Plan, as amended.

Form of Non-Qualified Stock Option Agreement with Executive Officers under the 1999 Stock
Option/Stock Issuance Plan.

Form of Non-Qualified Stock Option Agreement under the 1999 Stock Option/Stock Issuance Plan.
Restricted Stock Agreement, dated December 12, 2005, between the Company and Steven R. Wasserman.
2007 Stock Incentive Plan.

Forms of Incentive Stock Option Agreement under the 2007 Stock Incentive Plan.

Forms of Non-Qualified Stock Option Agreement under the 2007 Stock Incentive Plan.

2007 Employee Stock Purchase Plan.

Letter Agreement, dated April 14, 1999, between the Company and Gail F. Goodman.

Letter Agreement, dated December 1, 2005, between the Company and Steven R. Wasserman.
2007 Executive Team Bonus Plan.

Form of Director and Executive Officer Indemnification Agreement.

Amended and Restated Investors’ Rights Agreement, dated as of August 9, 2001, among the Company
and the investors listed therein.

Amended and Restated Preferred Investors’ Rights Agreement, dated as of May 12, 2006, among the
Company and the parties listed therein.

Lease Agreement, dated as of July 9, 2002, as amended, between the Company and Boston Properties
Limited Partnership.

Fourth Amendment to Lease, dated as of November 26, 2007, between the Company and Boston
Properties Limited Partnership.

Loan and Security Agreement, dated February 27, 2003, as amended, between the Company and
Silicon Valley Bank.

Form of Indemnification Agreement between the Company and certain entities that sold stock in the
Company’s initial public offering.

2008 Executive Incentive Plan.

Master-Services Agreement dated July 19, 2007 by and between the Company and Sentinel
Properties-Bedford, LLC, as amended.

Subsidiaries of the Company.

Consent of PricewaterhouseCoopers LLP.

Consent of Vitale, Caturano & Company, Ltd.

Certification by Chief Executive Officer.

Certification by Chief Financial Officer.

Certification Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, by Chief Executive Officer and Chief Financial Officer.

* Filed herewith.

# Management contract or compensatory plan required to be filed as an exhibit pursuant to Item 15(b) of
this Annual Report on Form 10-K.

(1) Incorporated by reference to the Company’s Registration Statement on Form S-1, as amended, filed with
the Commission on September 4, 2007.

(2) Incorporated by reference to the Company’s Registration Statement on Form S-1, filed with the Commis-
sion on July 6, 2007.

(3) Incorporated by reference to the Company’s Current Report on Form 8-K filed with the Commission on
November 28, 2007.

(4) Incorporated by reference to the Company’s Registration Statement on Form S-1, as amended, filed with
the Commission on September 12, 2007.
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EXHIBIT 31.1

CERTIFICATION
I, Gail F. Goodman, certify that:

1. T have reviewed this Annual Report on Form 10-K for the fiscal year ended December 31, 2007 of
Constant Contact, Inc.;

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

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

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

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

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

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

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

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

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

/s/ Gail F. Goodman

Gail F. Goodman
President and Chief Executive Officer

Date: March 14, 2008
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EXHIBIT 31.2

CERTIFICATION
I, Steven R. Wasserman, certify that:

1. T have reviewed this Annual Report on Form 10-K for the fiscal year ended December 31, 2007 of
Constant Contact, Inc.;

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

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

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

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

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

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

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

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

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

/s/  Steven R. Wasserman

Steven R. Wasserman
Vice President and Chief Financial Officer

Date: March 14, 2008


%%TRANSMSG*** Transmitting Job: B68190 PCN: 404010000 ***%%PCMSG|       |00003|Yes|No|03/14/2008 15:45|0|0|Page is valid, no graphics -- Color: N|





EXHIBIT 32

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

In connection with the Annual Report of Constant Contact, Inc. on Form 10-K for the fiscal year ended
December 31, 2007 (the “Annual Report”), as filed with the Securities and Exchange Commission, we,

Gail F. Goodman, President and Chief Executive Officer, and Steven R. Wasserman, Vice President and Chief
Financial Officer, certify, to the best of our knowledge and belief, pursuant to Rule 13a-14(b) and 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Annual Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

2. The information contained in this Annual Report fairly presents, in all material respects, the
financial condition and results of operation of Constant Contact, Inc.

/s/  Gail F. Goodman

Gail F. Goodman
President and Chief Executive Officer

Date: March 14, 2008

/s/  Steven R. Wasserman

Steven R. Wasserman
Vice President and Chief Financial Officer

Date: March 14, 2008
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COMPARATIVE STOCK PERFORMANCE

The following graph compares the cumulative total return to stockholders for our common stock
for the period from October 3, 2007, the effective date of our initial public offering, through
December 31, 2007 against the Nasdaq Composite Index and a peer group consisting of
athenahealth, Inc., Blackboard Inc., Constant Contact, Inc., DealerTrack Holdings, Inc.,
DemandTec, Inc., HireRight, Inc., Kenexa Corporation, LivePerson, Inc., Phase Forward
Incorporated, RightNow Technologies, Inc., Salary.com, Inc., SoundBite Communications, Inc.,
SuccessFactors, Inc., Synchronoss Technologies, Inc., Taleo Corporation, The Ultimate Software
Group, Inc. and Vocus, Inc., which we refer to as the Stock Performance Peer Group. The Stock
Performance Peer Group is comprised of software-as-a-service companies with market
capitalizations of less than $1.5 billion at December 31, 2007.

The comparison assumes $100.00 was invested in our common stock, the Nasdaq Composite
Index and the Stock Performance Peer Group on October 3, 2007 and assumes reinvestment of
dividends, if any. We have never paid or declared any cash dividends on our common stock and
have no present plans to do so. The graph assumes the initial value of our common stock on
October 3, 2007 was the closing sale price on that day of $30.76 per share and not the initial
offering price to the public of $16.00 per share. The stock performance shown on the graph below
is not necessarily indicative of future price performance.
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