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PART 1.  FINANCIAL INFORMATION

ITEM 1. Financial Statements
Vertro, Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except par values)
(Unaudited)
ASSETS
CURRENT ASSET<

Cash and Cash Equivalel

Accounts receivable, less allowances of $1,815%in242
at June 30, 2009 and December 31, 2

Deferred tax asse

Income tax receivabl

Prepaid expenses and other current a

TOTAL CURRENT ASSETS

Property and equipment, r
Restricted cas
Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS ' EQUITY

CURRENT LIABILITIES
Accounts payabl
Accrued expense
Current portion of lon-term deb!

TOTAL CURRENT LIABILITIES

Deferred tax liabilities lor-term
Long-term debi
Other long-term liabilities

TOTAL LIABILITIES
STOCKHOLDERS EQUITY

Preferred stock, $.001 par value; authorized, $@0es; none issued and outstanc

Common stock, $.001 par value; authorized, 200db20es; issued 35,513 and 34,480, respecti
outstanding 33,757 and 32,731, respecti

Additional paic-in capital

Treasury stock; 1,756 and 1,749 shares at cogtectsely

Accumulated other comprehensive inco

Accumulated Defici

TOTAL STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

The accompanying notes are an integral part of these consolidated statements.

June 30, December 31
2009 2008

8,31¢ $ 6,69¢

2,30¢ 11,20¢

167 167

5 247

427 1,58¢

11,22 19,901

195 4.97¢

55C 2,00

53C 703

12,49¢ $ 27,57¢

4,75C $ 6,60¢

6,07¢ 11,53¢

- 783

10,82¢ 18,92¢

167 167

- 4 59¢

1,38¢ 1,30¢

12,37¢ 24,99:

35 34

270,07¢ 268,84:

(6,720 (6,719

12,91« 12,39:

(276,190 (271,96

117 2,58¢

12,49¢ $ 27,57¢




Vertro, Inc
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

(Unaudited)
For the Three Months For the Six Months
Ended June 30, Ended June 30,
2009 2008 2009 2008
Revenue! $ 6,00z $ 10,30 $ 12,23¢ $ 22,37
Cost of service 44E 52C 901 1,26¢
Gross profil 5,557 9,78t 11,33¢ 21,107
Operating expenst
Marketing, sales, and servi 6,14: 7,60( 10,89¢ 15,77
General and administrati\ 2,19: 4,04 5,28t 8,30t
Product developmel 63< 994 1,331 1,84z
Amortization 40 461 40 952
Restructuring Charge - 58¢ (15) 551
Total operating expenses 9,00¢ 13,68¢ 17,53] 27,42:
Loss from operation (3,452) (3,905 (6,202) (6,315
Interest income, ne 9 50 (72 158
Exchange rate gain (los (39¢) - (39¢) -
Loss before provision for income tax (3,847 (3,855 (6,672) (6,162)
Income tax expens 14 26 27 85
Loss from continuing operatiol (3,855 (3,887 (6,699 (6,247
Income/(loss) from discontinued operatic 491 (2,587) (4,667) (5,345
Gain on Sale of Discontinued Operations 213 - 7,13¢ -
Net loss (3,157 (6,464) (4,227 (11,597)
Basic earnings (loss) per shi
Continuing operations $ (0.17)) $ (0.12) $ (0.20) $ (0.19)
Discontinued operatior $ 0.0z $ (0.0¢) $ 0.07 $ (0.16)
Diluted earnings (loss) per she
Continuing operations $ (0.17) $ (0.12) $ (0.20) $ (0.19)
Discontinued operatior $ 0.0z $ (0.0¢) $ 007 $ (0.1¢)
Weightec-average number of commu
shares outstandir
Basic 33,707 32,60( 33,45 32,60
Diluted 33,70" 32,60( 33,45 32,60




Vertro, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(Unaudited)

Cash Flows from Operating Activitit
Net loss
Adjustments to reconcile net loss to net cashdursg
provided by operating activitie
Provision for doubtful accoun
Depreciation and amortizatic
Write off of deferred financing cos
Equity based compensati
Gain on sale of busine
Exchange Rate Lot
Changes in operating assets and liabil
Accounts receivab
Prepaid expenses and other current a
Income taxes receivat
Deferred revent
Other Asset
Accounts payable, accrued expenses and adtdities

Net Cash (used in) operating activit

Cash Flows from Investing Activitie
Release of line of credit restricted collate
Net increase in restricted cash for letter of itr
Net proceeds from sale of busini
Purchase of capital items including internally eleped software
Net Cash provided by (used in) investing actigitie
Cash Flows from Financing Activitie

Repayment of secured line of cre
Payments made on capital leases and notes pe

Net Cash used in financing activiti
Effect of Foreign Currency Exchange Re
Increase / (Decrease) in Cash and Cash Equivz
Cash and Cash Equivalents, Beginning of Pe

Cash and Cash Equivalents, End of Pe

The accompanying notes are an integral part of these consolidated statements.

For the Six Months
ended June 30

2009 2008
$ (4227 $  (11,59)
74E 84
334 2,49¢
56(
1,23¢ 1,38t
(7,139) -
39¢ -
4,77 1,13¢
20€ 854
242 (42)
- (706)
41 -
(2,167) (5,315)
(4,99]) (11,70:)
2,00( -
(550) -
9,77( -
(312) (1,510
10,90¢ (1,510
(4,35]) -
(186€) -
(4,537) -
237 51€
1,617 (12,69¢)
6,69¢ 29,90
$ 8,31 $ 17,210




Vertro, Inc .
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2009
(Unaudited)

NOTE A - NATURE OF BUSINESS

Vertro, Inc., together with its wholly-owned sulisides, collectively, the “Company”, “we”, “us” dWertro”, is a software and technolc
company. Effective June 9, 2009, Vertro, Inc., formerly knoas MIVA, Inc., merged a newly formed, wholly owingubsidiary with and in
the Company, and changed the Company's legal narfiéetrtro, Inc.” as a result thereof. The name geadoes not affect the rights of
stockholders of the Company. There were no othangés to the Company's Certificate of Incorporation

ALOT (formerly known as MIVA Direct)

We offer a range of products and services throughdb OT division. ALOT offers home page, desktophgation, and Internet brows
toolbar products under the ALOT brand. Our custatie ALOT Home Page, ALOT Desktop and ALOT Toolbhes designed to ma
the Internet easy for consumers by providing diemctess to affinity content and search resultss@ipeoducts generate approximate
million Internet searches per day.

MIVA Media

On March 12, 2009, we sold certain assets relatingur MIVA Media division. Following the sale, we longer operate the MIV
Media business (see NOTE CSale of MIVA Media Division), and as a result theggerations are presented as discontinued f
periods presented.

The majority of our revenue at ALOT is generatewtigh Internet search queries at our website. Alp@Hucts generate search queries t
website _http://search.alot.comwhere we provide algorithmic and sponsored seducictionality to consumers through our contrac
relationships with third-party providers.

These unaudited condensed consolidated finan@#tments should be read in conjunction with thesobidated financial statements
related notes included in our Annual Report on FafK for the year ended December 31, 2008.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

These unaudited condensed consolidated finanei@reents have been prepared in accordance witluaticg principles generally accepte(
the United States (“GAAP™or interim financial information. Accordingly, &y do not include all of the information and fodemrequired t
GAAP for complete financial statements. In thenagm of management, all adjustments (consistiny afilnormal recurring adjustmen
considered necessary for fair presentation of tedor the interim periods have been reflectedhese unaudited condensed consolic
financial statements. Operating results for threglmonths and six months ended June 30, 2009parecessarily indicative of the results
may be expected for the entire year.

The unaudited condensed consolidated financialersints include the accounts and operations of MIMAcC. and all of ot
subsidiaries. Intercompany accounts and transectiave been eliminated in consolidation.

Liquidity

Despite the Company’negative operating performance in 2009 and 208&urrently anticipate that our working capitalagiproximately $0.
million, including unrestricted cash of approximat®8.3 million as of June 30, 2009, along withftflews from operations, will be sufficient
to meet our expected liquidity needs for workingital and capital expenditures over at least the h2 months. Our working capital is
calculated by subtracting current liabilities fr@orrent assets on our balance sheet. We are prélwess of reviewing our current liabilities
and expect to settle a portion of our current liiés related to discontinued operations for i their carrying value during Q3 2009.
Additionally, our forecast for future liquidity arzhpital requirements is dependent on a numbeabbdfs, including our ability to monetize our
products, our ability to distribute our productsr ability to execute on our business plans, amdability to meet financial forecasts. We also
cannot assure you that we will be able to succbgsfddress these factors or that if our expectatiare not met that we will have sufficient
capital resources to meet our obligations.




In the future, we may seek additional capital tiglothe issuance of debt or equity to fund workiagital, expansion of our business an
acquisitions, or to capitalize on market conditiods we require additional capital resources, way reeek to sell additional equity or ¢
securities or look to enter into a new revolvingrioagreement. The sale of additional equity owedible debt securities could result
additional dilution to existing stockholders. Téean be no assurance that any financing arrangeméhbe available in amounts or on te|
acceptable to us, if at all. Our forecast of thequl of time through which our financial resoureé be adequate to support our operations
forwarddooking statement that involves risks and unceti@snand actual results could vary materially assalt of the factors described abao

Use of Estimates

The preparation of the condensed consolidated dinhstatements in conformity with accounting pijpdes generally accepted in the Un
States requires management to make estimates anthptons in determining the reported amounts eét@sand liabilities and disclosure
contingent assets and liabilities at the date effthancial statements and reported amounts ofnese and expenses during the repo
period. Significant estimates in these consolididiteancial statements include estimates of: incéaxes; tax valuation reserves; restructt
reserve; loss contingencies; allowances for doub#ducounts; sharbased compensation; and useful lives for depreciatan
amortization. Actual results could differ matelsidfom these estimates.

Cash and Cash Equivalents

Cash equivalents consist of highly liquid investisenith original maturities of three months or le$§e did not have any cash equivalen
of June 30, 2009. References to cash equivalelaterto the Company’s cash equivalents held ir820@ used for comparative purposes.

Allowance for Doubtful Accounts

The Company records its allowance for doubtful aot® based on its assessment of various factdre. Jompany considers histori
experience, the age of the accounts receivablentada the credit quality of its customers, curesdnomic conditions, and other factors
may affect our customers’ ability to pay to deterenthe level of allowance required.

Comprehensive Loss

Total comprehensive loss is comprised of net |dssve in the condensed consolidated statement ofatipes and net foreign currer
translation adjustments. Total comprehensive fosghe three and six months ended June 30, 20@9${&.1) million and $(3.7) millio
respectively. Total comprehensive loss for theed¢hmand six months ended June 30, 2008 was $(6.Bjprmand $(11.3) millior
respectively. The difference between total comgnsive loss and net loss is the direct result @ifm currency translation adjustments.

Accumulated Other Comprehensive Income

At June 30, 2009, Accumulated Other Comprehensigerhe, which is shown in the equity section of te@densed consolidated bala
sheet, is an accumulation of prior net foreign ency translation adjustments of approximately $12iBion. The sale of MIVA Media c
March 12, 2009 did not include the transfer tolthger of any significant assets or liabilities of doreign subsidiaries. The Company plar
release the $12.9 million of related currency tiaien adjustments from Accumulated Other Comprehenincome to discontinued operati
in the consolidated statement of operations wherrdtained foreign entity assets are substantigliydated.

Reclassifications

Certain prior period amounts in the condensed dataed financial statements have been reclassifiedonform with the current ye
presentation.




Foreign Currency Gains and Losses

As a result of the sale of MIVA Media the Comparasherminated EU centered operations and all dpesare now centered in the US. /
result, the US dollar subsequently became the fumalt currency for all operations. Effective Apfi] 2009, the Company is recording
current foreign currency translation adjustmentsumrent period income (loss) from continuing opierss. The balance of foreign curre
translation adjustments accumulated through the détsale, which is reflected in the balance sketccumulated other comprehen
income, will be reflected in discontinued operatiavhen the retained foreign entity assets are antially liquidated.

Advertising Costs

Advertising costs are expensed as incurred, andnaheded in Marketing, Sales and Service expehse.the three months and six mor
ended June 30, 2009, the Company incurred apprésiynd5.8 million and $10.1 million in advertisimxpense. For the same periods in 2
the company incurred approximately $7.2 million &1d.8 million respectively. The majority of thesests were incurred to promote
Company’s ALOT consumer software products.

Income Taxes

Income taxes are accounted for in accordance WwitStatement of Financial Accounting Standards ASE No. 109, “Accounting for Incom
Taxes.” Under SFAS 109, deferred income taxes are recogricretemporary differences between financial steet and income tax base:
assets and liabilities, loss carry-forwards, and deedit carryforwards for which income tax benefits are expedtedye realized in futu
years. A valuation allowance is established taiceddeferred tax assets if it is more likely that that all, or some portion, of such defe
tax assets will not be realized.

Concentration of Credit Risk

Financial instruments that potentially subject assignificant concentration of credit risk congisimarily of cash, cash equivalents, and
ounts receivable. As of March 31, 2009, substdptel of our cash and cash equivalents were mathdéyea number of financial institutiol
As of June 30, 2009 our cash and cash equivadgthiscertain of these financial institutions excdddlC insured limits. Accounts receivak
are typically unsecured and are derived from regesarned from customers primarily located in theétédhStates. At June 30, 2008ne
customer (Google) accounted for approximately 8 bfdthe accounts receivable balance .rRbe three and six months ending June
Google represented approximately 89 % and 90 %mdalidated revenues in 2009, and 94 % and 8 ¥he same periods 2008.

New Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 14liqeelv2007), “Business Combinations” (“SFAS 141(RBFAS 141(R) establishes
principles and requirements for how an acquirgrrécognizes and measures in its financial statésnre identifiable assets acquired,
liabilities assumed and any naontrolling interest in the acquiree; (ii) recoggszand measures the goodwill acquired in the bss
combination or a gain from a bargain purchase;(@ndetermines what information to disclose taable users of the financial statement
evaluate the nature and financial effects of theiriess combination. SFAS 141(R) is to be appliesbpectively to business combinati
consummated on or after the beginning of the farstual reporting period on or after December 1%82@vith early adoption prohibite
Previously, any release of valuation allowancesctatain deferred tax assets would serve to redooewill whereas under the new stanc
any release of valuation allowances related to iaitgpns currently or in prior periods will serve teduce our income tax provision in
period in which the reserve is released. Additiignainder SFAS 141(R) transaction related expenadsch were previously capitalized
"deal cost," will be expensed as incurred. We madapitalized deal costs or acquisitions pendiri@exember 31, 2008. Therefore, we did
have any transition adjustments resulting fromamoption of SFAS 141(R) on January 1, 2009.




In April 2009, the FASB issued Staff Position Noi1{R)-1, ‘Accounting for Assets Acquired and Liabilities Assed in a Busine:
Combination That Arise from Contingencies,” (“FSF.NL41(R)-1"). FSP No. 141(R)-amends and clarifies SFAS 141(R) to adc
application issues on the initial recognition andasurement, subsequent measurement and accolartihglisclosure of assets and liabili
arising from contingencies in a business combimatidhis FASB Staff Position is effective for fisgeears beginning on or after December
2008. The adoption of this FASB Staff Positionusyon January 1, 2009 did not have a material tefflecur financial position or results
operations.

In December 2007, the FASB issued SFAS No. 160n=Mantrolling Interests in Consolidated Financitdt8ments -an amendment of AR
No. 51" (“SFAS 160"). SFAS 160 establishes accounting agbrting standards that require (i) noomtrolling interests to be reported ¢
component of equity, (ii) changes in a parerivnership interest while the parent retains atstolling interest to be accounted for as ec
transactions, and (iii) any retained nomatrolling equity investment upon the deconsol@abf a subsidiary to be initially measured ar
value. SFAS 160 is effective for fiscal years amigiim periods within those fiscal years, beginnimgor after December 15, 2008, with e
adoption prohibited. Our adoption of SFAS 160 on January 1, 2009 did haate a material effect on our financial positianresults ¢
operations.

In September 2006, the FASB issued SFAS No. 15&ir “Falue Measurements,” (“SFAS 157"3FAS 157 defines fair value, establish:
framework for measuring fair value in accordanctéhveiccounting principles generally accepted inWinited States, and expands disclos
about fair value measurements. SFAS 157 is effedtv fiscal years beginning after November 15, 7200ith earlier application encourag
In February 2008, the FASB deferred the effectimeecbf SFAS 157 by one year for certain non-finahassets and ndimancial liabilities
except those that are recognized or disclosedratdlue in the financial statements on a recurbagis (at least annually). On January 1, Z
we adopted the provisions of SFAS 157, except appties to those nonfinancial assets and nonfiakhabilities for which the effective de
has been delayed by one year, which we adoptedrarady 1, 2009. The adoption of SFAS 157 did retha material effect on our finan
position or results of operations. The book valoégash and cash equivalents, accounts receivalnleaecounts payable approximate t
respective fair values due to the short-term nadfitbese instruments.

In May 2008, the FASB issued SFAS No. 16Zht Hierarchy of Generally Accepted Accounting Principles.” SFAS 162 identifies the sourt
of accounting principles to be used in the prepamadf financial statements that are presentedfarmity with generally accepted accoun
principles in the United States for ngovernmental entities. SFAS 162 was effective Mayer 2008. The adoption of SFAS 162 ha
material impact on the Compasyfinancial statements. However, its effect haanbeullified by the issuance in June 2009 of SFAS N5¢
“The FASB Accounting Standards Codification TM angkrdrchy of Generally Accepted Accounting Principla replacement of FA¢
Statement No. 162" (“SFAS 168”). SFAS 168 estdiglss the FASB Standards Accounting Codification lification”) as the source
authoritative GAAP recognized by the FASB to be lgbto nongovernmental entities and rules andrjmégive releases of the SEC
authoritative GAAP for SEC registrants. The Catdifion will supersede all the existing nSEC accounting and reporting standards upt
effective date and subsequently, the FASB will isstie new standards in the form of Statements, FA&H Positions or Emerging Iss!
Task Force Abstracts. SFAS 168 will become effectior us in the third quarter of 2009 and will rfeive a material impact on «
consolidated financial statements.

In April 2009, the FASB issued Staff Position NBAS 107-1 and APB 28-1, Ihterim Disclosures about Fair Value of Finan
Instruments.” It requires the fair value for all financial instnents within the scope of SFAS No. 107, Disclosatasut Fair Value of Financ
Instruments ("SFAS No. 107"), to be disclosed ia ititerim periods as well as in annual financiateshents. This standard was effective
the quarter ending June 30, 2009. The adoptidhiektandard did not have a material effect on fimancial statements.

In June 2009, the FASB issued SFAS No. 165, “SulmsgEvents” (“SFAS 165”)SFAS 165 incorporates the subsequent events g
contained in the auditing standards literature antthoritative accounting literature. It also reqaientities to disclose the date through w
they have evaluated subsequent events and whéthdate corresponds with the release of their Giedustatements. SFAS 165 is effective
all interim and annual periods ending after June 209. We adopted SFAS 165 upon its issuance tahddi no material impact on «
consolidated financial statementd&Ve have evaluated subsequent events for recogmtiaiisclosure through August 12, 2009, which wee
date we filed this Form 10-Q with the SEC.




NOTE C — SALE OF MIVA MEDIA DIVISION AND DISCONTINU ED OPERATIONS

Sale of MIVA MEDIA Division

On March 12, 2009, we and certain of our subsid&gntered into and consummated an Asset Purclgreement with Adknowledge, Ir
(“Adknowledge”)and certain of its subsidiaries pursuant to whiehseld to Adknowledge certain assets relating toMIVA Media Division,
including the MIVA name, for cash consideration agfproximately $11.6 million, plus assumption oftaér balance sheet liabilities, &
subject to certain retained assets and liabilitinsluding assets and liabilities of the MIVA Meddivision in France, and postesing
adjustments estimated at approximately $0.7 milliwhich resulted in a gain on sale of approxima®&y9 million during the quarter enc
March 31, 2009 (the “MIVA Media Sale”)We incurred approximately $1.2 million of legal aimkncial advisory fees in connection with
MIVA Media Sale, which are included in the net gamsale.

In addition, in connection with the MIVA Media Saldkhe Company agreed to provide to and receive fAatknowledge certain transiti
servicesAt June 23, 2009 and as contemplated in the MIVAdMd&ale Purchase Agreement, the Company finahrealgreement for the I
Working Capital purchase price adjustment of $0illian as disclosed in the Compasyprevious filing. At June 30, 2009 approximai®0y£
million is due to Adknowledge as a result of nettcaollected on their behalf. Additionally, as mmplated in the Purchase Agreement, dt
the quarter ended June 30, 2009, the Company exdeumt agreement with the lessor that assigned onep@nys previous obligation for
software lease from the Company to Adknowledgee f@maining lease liability of $0.3 million waseabed and is included in gain on sa
discontinued operations for the period ending B01e2009.

The Company and Adknowledge made customary repieggams, warranties and covenants in the Assetfasee Agreement and each party
certain indemnification obligations under the AsBatchase Agreement. Further, the Asset Purchgseefent prohibits the Company fr
competing in the business of owning and operatipgyaperelick network connecting advertisers and third pablishers for five years, a
prohibits the Company from diverting or solicitipgst, existing or prospective clients, customersoarces of financing of Adknowledge
from employing or soliciting for employment Adknadge’s employees (including the Compangimployees that transferred to Adknowle
pursuant to the terms of the Asset Purchase Agnegrfar two years. In addition, the Asset Purchageeement prohibits Adknowledge fr
employing or soliciting for employment the Compangmployees who did not transfer to Adknowledgespant to the terms of the As
Purchase Agreement for two years.

As a result of the MIVA Media Sale, and our deaisituring the quarter ended March 31, 2009, to cepseations of the MIVA Media divisic
in France, in accordance with the provisions of SAA0. 144 “Accounting for the Impairment or Disploe Long-Lived Assets” (SFAS
144"), the operations of the MIVA Media division, includithose in France, are presented as discontinuedhtigns and, accordingly, thi
operating results are segregated and reportedsesndinued operations in the accompanying condecgesolidated statements of operat
for all periods presented. No income tax expenseleen allocated to discontinued operations forerjod presented. In the three mo
ended June 30, 2009, the Company had income freaokinued operations of $0.5 million due to th8eotion of receivables that had b
previously reserved, partially offset by generad administrative expenses related to the unwindirtpe EU operation.

NOTE D-AMENDMENT OF PEROT MASTER SERVICES AGREEMENT

On May 11, 2007, the Company entered into a MaS&vices Agreement with Perot Systems, pursuamthich the Company outsourc
certain of its information technology infrastruauservices, application development and maintenavitéA Media US support services, &
transactional accounting functions.

The Master Services Agreement had a term of 8/datemonths commencing June 1, 2007, unless etgtiminated or extended pursuar
its terms. Aggregate fees payable by the Compametrot Systems under the Master Services Agreewenat expected to be approxima
$41.8 million, but as a result of the August 2008eadment to the Master Services Agreement desciiledalv, the total was reduced
approximately $37.9 million. As of June 30, 208® Company incurred approximately $13.3 millionagpferating expenses for servi
received under the agreement since the agreesnigiceéption. Such expenses incurred during themginth periods ended June 30, 2009
2008, are presented as discontinued operationsessith of the MIVA Media Sale.
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On April 10, 2008, we entered into an approxima&et$nillion software development statement of waith Perot Systems, pursuant to wt
the Company will pay Perot Systems to develop a glewal advertiser and distribution partner appiaacalled the "Transformation Proje:
The Transformation Project involves the developnaert implementation of one enhanced consolidatelolaglsystem to replace MIVA Medi
existing Internet advertising management and 8istion partner management systems. As of Marci20@9, the date of the MIVA Mec
Sale, in connection with the Transformation Prgjee had incurred approximately $3.2 million of psncluding $2.6 million of cost wi
Perot Systems, and $0.6 million of internal deveiept costs, all of which had been capitalized aad @ be amortized over the five y
estimated useful life of the software once it wésced in service. This Transformation Project wakl in March 2009 as part of the MI
Media Sale.

On August 26, 2008, we entered into an amendmettteédviaster Services Agreement that, among othiegsh allowed us to “in-source”
certain functions (MIVA EU Information Technologyrictionality and administration and finance andoacting support). These changes
effect immediately and eliminated the related charfpr those services without termination feesadled for in the original contract. In retu
we agreed to a reduction in certain service legge@ment (“SLA”) requirements, the elimination of benchmarking pig¢cia modifie:
termination payment schedule, and a 10 day payoyete for invoices.

On February 1, 2009, the Company entered into asndment to the Master Services Agreement. Undertelms of the amendment,
Master Services Agreement expired on April 30, 2@08I certain other provisions of the Master Sewidgreement have either been mod
or terminated. In connection with the Amendmeng, @ompany has issued a letter of credit to PersteBys for approximately $1.0 million -
a portion of the remaining application developmemdts related to the Company's new technologyagtatf which was included in the as:
sold as part of the MIVA Media Sale. As of June 3009, Perot System has drawn approximately $0llfomion this letter of credit. It
expected the balance will be drawn in the quamelirey September 30, 2009. As part of the Purchgseement, Adknowledge will reimbu
the Company for any amounts drawn on the Lettéreflit.

The Company accounted for the services receivedruhe Master Services Agreement using the guidamé¢CPA Statement of Position 98-
1 “ Accounting for the Costs of Computer Software Developed or Obtained for Internal Use ” and EITF No. 97-13 “Accounting for Costs
Incurred in Connection with a Consulting Contract or an Internal Project That Combines Business Process Reengineering and Information
Technology Transformation ”.

NOTE E — AMENDMENT OF BANK LOAN AGREEMENT

On March 12, 2009, we entered into a Consent andsiment to Loan and Security Agreement (the “Amesatif) with Bridge Bank, whic
amends certain terms and conditions of the Loaredgent. Pursuant to the Amendment, ALOT (formelta MIVA Direct) became
borrower under the Loan Agreement and granted @&rgésecurity interest in its assets to Bridge Bahke Amendment further provid
Bridge Banks consent to the MIVA Media Sale, provided that @mmpany was required to repay immediately, outhef proceeds of tl
MIVA Media Sale, all outstanding advances plus atgrued interest under the Loan Agreement in theuamof approximately $4
million. In addition, no further advances undee ttoan Agreement will be made until the partiesehagreed upon new terms and condi
for borrowing. As a result, during the three monginsled June 30, 2009 we recognized approximately ®@lion of unamortized loan co:
related to the Loan Agreement as additional finag@osts in general and administrative expense.Arhendment also provides that the le
of credit for the benefit of Perot Systems in thmaining amount of $0.35 million issued by Bridgenk be secured by a cash deposit. |
Systems had drawn $0.7 million as of June 30, 200% cash deposit for the remaining $0.35 miliote drawn is included in restricted ¢
in the accompanying condensed consolidated balstmset.
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NOTE F — DEPARTURE OF COMPANY EXECUTIVES

There were no significant departures of company@tkees in the 3 months ending June 30, 2009.
NOTE G — RESTRUCTURING

Restructuring — June 2009

In June 2009, approximately $0.2 million in sevempayments were accrued as restructure reservarandcluded in gain from discontint
operations during the quarter ended June 30, 2009.

Restructuring — March 2009

In March 2009, approximately $0.4 million in sevara payments were accrued as restructure reseyea@n included in loss frc
discontinued operations during the quarter endextMal, 2009. This amount is expected to be pwidgril 2010.

Restructuring — August 2008 United Kingdom, GermanyFrance, and Spain Operations

On August 21, 2008, the Company initiated a restinirog plan that further consolidated the MIVA MadtEU operations primarily in o
office. The restructuring plan, which evolved telude a workforce reduction of approximately 40ptayees and cash payments tote
approximately $2.1 million, is expected to be coetpdl by September 2009. The restructuring planltegkin the closure of our offices
Germany, reductions in headcount in our officefaris, Madrid and London, and exiting certain cactinal relationships with third pa
contracts.

Restructuring — June 2008

On June 17, 2008, the Company initiated a restringguplan in order to maximize efficiencies withthe Company, eliminate cert
unprofitable operations, and better position them@any for the future, including the closure of ddfVA Media lItalian operation:
Management developed a formal plan that includeddéntification of a workforce reduction totaliBg employees and cash payments tot.
approximately $1.0 million that was completed irbfegary 2009.

Restructuring - February 2008

On February 19, 2008, the Company announced aicésting plan aimed at continued reduction of therall cost structure of the Compa
which was designed to align the cost structuresusfU.S. and U.K. operations with the operatioregds of these businesses. Manage
developed a formal plan that included the iderdifin of a workforce reduction totaling 8 employea$ of which involved cash payments
approximately $0.1 million made in the quarter ehdene 30, 2008.

Summary

The following reserve for restructuring is includecaccrued expenses in the accompanying condeselidated balance sheet as of Jun
2009 (in millions):
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Employee  Other
Severance Charges Total

Balance- December 31, 20C $ 1.1 $ 05 $ 1.€
Restructuring charg- 1st Qtr. $ 04 $ - $ 0.4
Cash payments - 1st Qtr. (0.5) (0.1) $ (0.6
Balance - March 31, 2009 $ 1C $ 04 $ 1.4
Restructuring charg- 2nd Qtr. $ 02 $ - $ 0.2
Cash payments - 2nd Qtr. (0.4) 049 $ (0.9
Balance - June 30, 2009 $ 08 $ - 5 0.¢

All actions under the February 19, 2008, restructumplan were completed by March 31, 2008. Alli@ts under the June 17, 20
restructuring plan were completed by February 208® actions under the August 21, 2008, restruotyplan are expected to be complete
September 2009. All actions under the March 12920&structuring plan are expected to be complgt&dsil 2010. All actions under the Ju
2009 restructuring plan are expected to be congiet@010.

NOTE H — IMPAIRMENT OF GOODWILL AND OTHER INTANGIBL ES

In accordance with SFAS No. 142Gbodwill and Other Intangible Assets,” goodwill and other intangible assets with indeéiritves are testt
for impairment annually and when an event occursirmumstances change that would more likely thatnreduce the fair value of a report
unit below its carrying amount. Impairment charges required to be recorded when the carrying atnexceeds fair value. In performing 1
assessment, we compare the carrying value of artieg units to their fair value. Quoted marketes in active stock markets are often
best evidence of fair value; therefore, a significdecrease in our stock price could indicate #mtmpairment of goodwill exist§Ve haw
experienced significant impairment losses in presigears and as of June 30, 2009, we have no relgajnodwill and or other indefinite li
intangible assets.

During the fourth quarter of 2008, in connectiothaour annual impairment testing, we performedep 4t impairment test of our two report
units, Searchfeed and ALOT, with remaining recoraetfinite lived intangible assets and goodwilt fintential impairment. The fair val
estimates used in the initial impairment test weased on market approaches and the present valiueuod cash flows. As a result of t
analysis, we determined that tlestimated fair value of the reporting units exceetleeir carrying values and could result in potd
impairment. We then performed an assessment dbtitglived assets of our Searchfeed and ALOT divisiamd determined these assets \
impaired under the provisions of SFAS No. 144. &dingly, in the fourth quarter of 2008, we recatdgpproximately $2.9 million in non-
cash impairment charges to reduce the carryingevafithe remaining longived tangible and intangible assets to their estad fair values
We then performed a step 2 impairment test to deter if the remaining carrying values of recordexbdwill and other indefinite live
intangible assets in these divisions was impainedeu the provisions of SFAS No. 142. The step 2ainmpent test resulted in a neoast
impairment charge of $14.7 million and $1.1 milljigaspectively, to reduce the carrying value ofdyeil and other indefinite lived intangit
assets to their implied fair value. As a resultttese impairment charges, the carrying value lobfathe Companys goodwill and othe
indefinite lived intangible assets was reducedetm as of December 31, 2008.

We will continue to assess the potential of impaintnfor other londived assets in future periods in accordance WEAS 144. Should o
business prospects change, and our expectatiomedaoired business be further reduced, or otheumistances that affect our business dic
we may be required to recognize additional impairmhobarges

NOTE | — ACCOUNTING FOR SHARE-BASED COMPENSATION

For the three months ended June 30, 2009 and 2008harebased employee compensation expense consistedadf gption expense
$0.05 million and $0.17 million, respectively, arebtricted stock unit (“RSU"gxpense of $0.19 million and $0.47 million, respegy. Fol
the six months ended June 30, 2009 and 2008, @arebhsed employee compensation expense consistedalf gption expense of $0.
million and $0.34 million, respectively, and resteid stock unit (‘“RSU™expense of $1.1 million and $1.0 million, respeelyv The stoc
option expense and the RSU expense totals foristhensnths ended June 30, 2009 include approxim&kély in accelerated stodlase
compensation expense resulting from the vestingeofain stock options and RSUs related to two foroféicer's resignations in Mar
2009. Stock option activity under the plans durihg six months ended June 30, 2009, is summabetxv (in thousands, except per sl
amounts):
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Weighted-
Average
Exercise
Options Price

Options outstanding at December 31, 2 1,57¢ $ 8.9
Grantec - -
Exercisec - -
Forfeited (54) 5.2¢
Expired - -
Options outstanding at March 31, 2C 1527 $ 9.07
Grantec - -
Exercisec - -
Forfeited (264) $ 8.0
Expired - -
Options outstanding at June 30, 2009 1,25¢ $ 9.2¢

The following table summarizes information as oh€B0, 2009, concerning outstanding and exercisstolek options under the plans
thousands, except per share amounts):

Weighted

Average Weighted Weighted

Remaining  Average Average

Range of Number Contractual  Exercise Number Exercise

Exercise Prices Outstanding Life (Years) Price Exercisable Price

$1.00- $3.00 65 57 $ 2.6 65 $ 2.63
$3.01- $6.00 84z 5.9 491 74€ 491
$6.01- $14.00 33 B3 10.7¢ 33 10.7¢
$14.01- $23.14 31€ 4.9 22.0¢ 31¢€ 22.0¢
1,25¢ 5.6 $ 9.2¢ 1,162 $ 9.6t

As of June 30, 2009, unrecognized compensationnseeelated to stock options totaled approximaséll million, which will be recognize
over a weighted average period of 0.5 years. &irevhlue of the stock options is estimated atdate of the grant using the Bla8chole
option-pricing model. No stock options were grantering the three month or six month periods entiete 30, 2009 and 2008.

In January 2009, we issued restricted stock uniits service based vesting provisions (4 year vgstirequal increments), and market cond
performance based restricted stock units that wesh the Compang’ common stock reaching, and closing, at a shace pt or exceedir
$1.00 per share, for ten consecutive trading days.

In January 2008, we issued restricted stock uniits service based vesting provisions (4 year vgstirequal increments), and market cond
performance based restricted stock units that wesh the Compang’ common stock reaching, and closing, at a shace pt or exceedir
$4.00 per share, for ten consecutive trading days.

In January 2007, we issued restricted stock uniits service based vesting provisions (4 year vgstirequal increments), and market cond
performance based restricted stock units thatimestiual tranches upon the Compangbmmon stock reaching, and closing, at sharepa
or exceeding $6.00, $8.00, $10.00, and $12.00entisely, for ten consecutive trading days. IneJ@®07, all criteria were satisfied for
$6.00 tranche level of restricted stock units acebedingly 86,412 shares attributable to the admsent of the $6.00 performance criteria v
issued.

14




The fair value of our service based restricted lstonits is the quoted market price of the Compangommon stock on the date
grant. Further, we utilize a Monte Carlo simulatimodel to estimate the fair value and compensatigrense related to our market condi

performance based restricted stock units. The @ompecognizes stock compensation expense forrapto restricted stock units that h
graded vesting on the graded vesting attributiothote

New stock options granted and new restricted stotts granted with related expenses for the threksix months ended June 30, 2009
2008, are summarized below (in thousands):

For the Three Months  For the Six Months
Ended June 30, Ended June 30.
2009 2008 2009 2008

Stock options grante- new - - - -
Stock option expens- new $ - $ - 3 - 8 -
Restricted stock unil- new - 10 1,33¢ 1,92
Restricted stock unit expen - new $ 53 $ 19 81 $ 447

For the three and six months ended June 30, 2002@08, the following assumptions were used taredt the fair value and compensa
expense of our performance based restricted stoitk with market based conditions:

For the Three and Six
Months Ended June 3C

2009 2008
Volatility 111.8 70.5%
Expected life 7.6 yrs 10 yrs
Risk-free rate 2.49 4.0%

The restricted stock unit (“RSU”) activity for thleree and six months ended June 30, 2009, is suzeddvelow (in thousands):

Performance based RSU

Total Service Base with Market based conditions

RSUs RSUs $ 1.00 $ 4.00 $ 8.00 $ 10.00 $ 12.00
Balance, December 31, 20 2,25¢ 1,80(C - 252 68 68 68
Granted 1,33¢ 1,09¢ 242
Vested (58%) (58%)
Forfeited (63¢€) (465) (55) (68) a7) a7 a7)
Expired - - - - - - -
Balance, March 31, 2009 2,37¢ 1,84¢ 187 18E 51 51 51
Granted - -
Vested (46¢< (469) -
Forfeited (252 12) (45) (49) (16) (16) (16)
Expired - - - - - - -
Balance, June 30, 2009 1,752 1,367 142 13€ 85 85 35

NOTE J — INTANGIBLE ASSETS

As a result of our fourth quarter 2008 impairmehgoodwill and other indefinite lived intangiblessts to their implied fair value, all of 1
Company’s goodwill and other indefinite lived intalole assets were reduced to zero as of Decemh&088.
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NOTE K — EQUITY AND PER SHARE DATA

We incurred a net loss from continuing operatiomsthe three months ended June 30, 2009. As dt,restentially dilutive shares are |
included in the calculation of Earnings per Shareduse to do so would have an dititive effect on the loss per share. Had wereobrde:
a loss, certain exercisable stock options wouldeHzeen excluded from the calculation of EarningsSteare because option prices were gr
than average market prices for the periods prederftbe number of stock options that would havenleeluded from the calculations was
million shares with a range of exercise prices leetw$1.00 and $23.14 as of June 30, 2009.

The following is the number of shares used in theidand diluted computation of loss per shar¢h@usands):
For the Three Months ende( For the Six Months endet

June 30, June 30,
2009 2008 2009 2008

Weighted-average number of common shares
outstanding basic and diluted 33,70% 32,60( 33,45 32,60:

NOTE L — LEGAL PROCEEDINGS
Shareholder Class Action Lawsuits

Beginning on May 6, 2005, five putative securitfesud class action lawsuits were filed against nd eertain of our former officers a
directors in the United States District Court fbe tMiddle District of Florida. The complaints @ that we and the individual defend:
violated Section 10(b) of the Securities Exchange & 1934 (the "Act") and that the individual defiants also violated Section 20(a) of
Act as "control persons" of Vertro, Inc. Plaimifpurport to bring these claims on behalf of aslafsour investors who purchased our s
between September 3, 2003 and May 4, 2005.

Plaintiffs allege generally that, during the putaticlass period, we made certain misleading statesm@nd omitted material informatic
Plaintiffs seek unspecified damages and otherfrelie

On July 27, 2005, the Court consolidated all of tstanding lawsuits under the case style In r&¢ Mlinc. (now known as Vertro, Inc
Securities Litigation, selected lead plaintiff aleéhd counsel for the consolidated cases, and glrdpi@intiffs leave to file a consolida
amended complaint, which was filed on August 1&320We and the other defendants moved to disiéssdamplaint on September 8, 2005.

On December 28, 2005, the Court granted Defendamtéion to dismiss. The Court granted Plaintiffavie to submit a further amen
complaint, which was filed on January 17, 2006. Fabruary 9, 2006, Defendants filed a renewed mdtadismiss. On March 15, 2007,
Court granted in large part Defendants' motionismiss. On March 29, 2007, Defendants filed a amfor amendment to the March 15, 2(
order to include certification for interlocutory @gal or, in the alternative, for reconsideratiortred motion to dismiss. On July 17, 2007,
Court (1) denied the motion for amendment to theddl5, 2007, order to include certification foteriocutory appeal and (2) granted
motion for reconsideration as to the issue of whetllaintiffs pled a strong inference of scientefight of intervening precedent. The C¢
requested additional briefing on the scienter isane on February 15, 2008, entered an Order digmgisne of the individual defendants fi
the lawsuit and limiting the claims that could beught against another individual defendant. Iditah, Plaintiffs previously had moved !
Court to certify a putative class of investors, @efendants had filed briefs in opposition therefin March 12, 2008, the Court entere:
Order certifying a class of those investors whochased the Company's common stock from Februarg@®, to May 4, 2005. The Cao
also dismissed two of the proposed class reprasesgdor lack of standing.

Regardless of the outcome, this litigation couldéha material adverse impact on our results becafudefense costs, including costs relate
our indemnification obligations, diversion of maeagent's attention and resources, and other factors.
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Derivative Stockholder Litigation

On July 25, 2005, a shareholder, Bruce Verduyedfd putative derivative action purportedly on lfedfaus in the United States District Co
for the Middle District of Florida, against certadhour directors and officers. This action isd@d®n substantially the same facts alleged i
securities class action litigation described abolbee complaint is seeking to recover damages inrepecified amount. By agreement of
parties and by Orders of the Court, the case veagdtpending the resolution of Defendamisition to dismiss and renewed motion to disi
in the securities class action. On July 10, 2@06& parties filed a stipulation to continue theystéthe litigation. On July 13, 2007, the Cc
granted the stipulation to continue the stay andiatratively closed the case pending notificatiynplaintiff's counsel that the case is du
be reopened. Regardless of the outcome, thigtitig could have a material adverse impact on esults because of defense costs, inclt
costs related to our indemnification obligationsedgsion of management's attention and resourcespther factors.

Lane’s Gifts and Collectibles Litigation

As previously disclosed we entered into an agre¢méh the plaintiffs to settle this case in Janua008 and received court approval in A
2008. Under the settlement agreement, all claiganat us, including our indemnification obligat®oto a codefendant, were dismiss
without presumption or admission of any liabilityverongdoing. Pursuant to the agreement, we ashaul a settlement fund of $3,936,81:
which $1,312,270 was accrued as litigation settlgnespense as of December 31, 2007 and paid, ie 2068, for plaintiffs’ attorneysees
and class representative incentive awards, antddtance is in advertising credits relating to thess membersadvertising spending with
during the class period. Advertising credits Wil recorded as reductions to revenues in thegsetiey are redeemed-or the three mont
ended March 31, 2009, approximately $1,744 in aitbieg credits were redeemed. Subject to the teohshe advertising credi
Adknowledge, the purchaser of the MIVA Media Diwisj will redeem the advertising credits on an ongddasis and, subject to a thresk
we have agreed to reimburse Adknowledge for exmeassociated with the advertising credits.

Other Litigation

We are a defendant in various other legal procggsdirom time to time, regarded as normal to ouiirss and, in the opinion of managerr
the ultimate outcome of such proceedings are nmeed to have a material adverse effect on oantiial position or our results of operatic

No accruals for potential losses for litigation aeeorded for the above referenced items as of 3Qp2009, and although losses are possil
connection with the above litigation, we are unatieestimate an amount or range of possible lasscicordance with SFAS 5, bu
circumstances develop that necessitate a lossngamity being disclosed or recorded, we will do'8te expense all legal fees for litigatior
incurred.

NOTE M— COMMITMENTS AND CONTINGENCIES

Operating Leases

Our primary administrative, sales, customer serpvérel technical facilities are in a leased offiaeility in New York, New York. Our Ne
York office is approximately 10,700 square feet e lease expires in January 2016. We also laaseffice in Fort Myers, Florida, tf
served primarily as our headquarters and operatienser for MIVA Media. The total space under &art Myers lease is approximat
42,000 square feet and expires in November 2018.s\lease portions of our Fort Myers facility esferth below.

On September 10, 2008, we entered into an operietasg agreement with an unrelated third partgase work space for our London office

the term of 12 months commencing on December 18.20e agreement includes a right to three moenlewals. Base rent is approxima
$0.3 million per year. As part of the MIVA Medial® this agreement was licensed to the buyer.
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Sublease Income

In March 2009, in conjunction with the MIVA Mediaaf, we licensed one floor in our office located-iort Myers, Florida (approximate
10,940 square feet) to the buyer with the intentdovert into a sublease agreement upon receilginaford consent. The term of the lice
agreement commenced on March 13, 2009, and itpeated to end on November 30, 2012. The sublemgaents are expected to be rece
ratably over this term.

In August 2007, we entered into a real estate sgblagreement with an unrelated party to subleddd P square feet (approximately 509
our space) in our office located in Fort Myers, rila. The term of the sublease agreement commeocedlugust 17, 2007 and ends
November 30, 2012, unless certain conditions (ésel#) are met for earlie termination.

The above subleases represent a significant pasfionr office space in Fort Myers, Florida and &inancial position would be harmed if ¢
subtenants breach the terms of our sublea@® commercial real estate market in Fort Myersriffa has suffered significant decline in re
years. If our subtenants breach our subleaseditligely that we could locate substitute tenarsiditionally, we may not be able to coll
damages from our subtenants if the subleases eeeled. If the subleases are breached it would hamaterial adverse impact on
financial condition.

Capital Leases

In September 2008, we entered into mamcelable leases with unrelated third partiesdédtware and related maintenance, and hardwat
our new Transformation Project. The total fair kedrvalue of this software was approximately $1illion with a lease term of ninete
months. The software lease has an imputed intemésiof 9% with quarterly cash outlays of approxisha$0.2 million. The total fair mark
value of the hardware was approximately $1.1 nrillicith a lease term of three years. The hardwargeléas an imputed interest rate of 12
As a result of the MIVA Media sale the hardwareskeavas assigned to Adknowledge, therefore theegtlatpital lease obligation
approximately $0.7 million has been removed fromdensed consolidated balance sheet as of Marc®Q. As of June 30, 2009

software lease was assigned to Adknowledge andethaéed liability of approximately $0.3 million thhad been recognized by Vertro
released and recognized as gain on sale as debaribote C.

Guaranteed Royalty Payments

As a part of our Media Division operations, we hammimum contractual payments on a royalty beariog-exclusive license to certe
Yahoo! patents payable quarterly through Augus020Qur rights and minimum payment obligations urtles agreement were not assigne
or assumed by Adknowledge as part of the MIVA Me8&e. Therefore, since we are no longer operdalingMIVA Media business, the
remaining minimum payments of approximately $1.0iam due by us under the agreement were accrued &sne 3Q 2009 and included a
loss from discontinued operations in that period.

Summary

The amounts of the above commitments as of Jun2®®, are as follows (in thousands):

2009 2010 2011 2012 2013 beyond Total
Operating Lease 901 1,542 1,46¢ 1,411 517 1,13( 6,96¢
Sublease Incom (53€) (800C) (721) (66€) - - (2,72¢)
Capital Lease - - - - - - -
Guaranteed Royalty Paymel 40C 60C - - - - 1,00(¢

NOTE N — SEGMENT INFORMATION

Historically, our two operating divisions have bddivA Media and MIVA Direct (now dba ALOT), whichggregated into one reporta
segment, performance marketing. Further, as destin Note C -Sale of MIVA Media and Discontinued Operations, direested our Med
business resulting in ALOT becoming our only opagtdivision. Revenues and lotiged assets of ALOT are all within the Uni
States. Therefore, no separate segment discloatggsesented as of and for the three monthsiamdanths ended June 30, 2009 and 2008.
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NOTE O — INCOME TAXES
Income Tax Expense

The income tax expense for the three months ended 30, 2009 and 2008, $ 0.01 million and $ Grilion, respectively, and for the ¢
months ended June 30, 2009 and 2008, of $ 0.0®maind $ 0. 09nillion, respectively, are primarily due to the F8linterest expense wh
is reported as a discrete item .

The effective tax rate is impacted by a varietgstimates, including the amount of income expedtethg the remainder of the fiscal year,
combination of that income between foreign and daiinesources, and expected utilization of tax leskat have a full valuation allowance.

NOTE P — TREASURY STOCK

During the three months ended June 30, 2009, tmep@oy’s shares held in treasury increased by &abfa252 shares or approximatelyl ¥
thousand. This increase in treasury shares resfrlien shares withheld to pay the withholding tanpesn the vesting of restricted stock u
during the period.

Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

This Management’s Discussion and Analysis of Fifelr€ondition and Results of Operations contaimwgmdlooking statements, the accur
of which involves risks and uncertainties. We wsgds such as “anticipates,” “believes,” “plansgxpects,” “future,” “intends,” “estimates,”
“projects,” and similar expressions to identify i@rd-looking statements. This managenmgmuliscussion and analysis of financial cond
and results of operations also contains forwarditop statements attributed to certain thirakties relating to their estimates regarding
growth of the Internet, Internet advertising, amdiree commercial markets and spending. Readersldhwt place undue reliance on tt
forwarddooking statements, which apply only as of the dstéhis report. Our actual results could diffeaterially from those anticipated
these forwardeoking statements for many reasons. Factorsrthight cause or contribute to such differences ihejlbut are not limited t
those discussed under the section entitled “Riskdfs!’ included within this report.

Vertro, Inc., together with its wholly-owned sulisides, collectively, the “Company”, “we”, “
company.

us” diVertro”, is a software and technolc

We offer a range of products and services throughALOT division. ALOT offers toolbar homepage addsktop applications, which
marketed under the ALOT brand. Our customizable Alldbmepage, Desktop and Toolbar products are degitm ‘Make the Internet Easy
for consumers by providing direct access to affirdibntent and search results. These products genapproximately 2 million Intern
searches per day.

On March 12, 2009, we sold certain assets reladtngur Media division. Following the sale, we rmmdier operate the Media business
NOTE C- Sale of MIVA Media Division), and as a result thegeerations are presented as discontinued foreaibgs presented. Our Me
division was an auction based pay-per-click adsii and publishing network that operated acrossiN®merica and Europe.
Organization of Information

Managemens discussion and analysis of financial conditiod agsults of operations provides a narrative onfmancial performance a
condition that should be read in conjunction wite accompanying financial statements. It inclutiesfollowing sections:

« Results of continuing operations
« Liquidity and capital resources
« Use of estimates and critical accounting poli

« Special note regarding forward-looking statements
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RESULTS OF CONTINUING OPERATIONS
Revenue

During the three months ended June 30, 2009, warded revenue from continuing operations of $6.0ioni a decrease of approximat
42% from the $10.3 million recorded in the samagaem 2008, and approximately 3% decrease from$i€ million recorded in the firsi
months in 2009. For the six months ended Jun@@09, we recorded revenue of $12.2 million compavgd $22.4 million for the six montl
ended June 30, 2008, a decline of 45%. The dexirasur revenue is due to a combination of a dedh our active installed product base
a decrease in revenue rates generated per live user

We believe our decline in revenue rates per liver is due to the following reasons: (i) reductiongevenue sharing rates and avail
services from certain advertising partners; (iiglugtions in the number of revenue generating eventur installed product base; |
reductions in search volume triggering lower revesharing rates in a tiered rate structure; angddeneral adverse economic conditi
broadly affecting the value of search advertisiige believe the foregoing factors will have a danipg effect on the level of ALOF revenu
in 2009.

We believe the year over year decline in live usémsur products is due primarily to reductionsaiivertising spend. Advertising spend for
first six months of 2009 was $10.1 million, approgitely 32% less than the $14.8 million spent onediking in the first half of 2008. Tt
reduction in advertising spend resulted in thel totenber of live users of our toolbar products ézmase from 6.3 million on June 30, 20C
4.7 million on June 30 2009.

Our advertising spend is focused exclusively ommting our ALOT toolbar brand. The ALOT brand wasnched in 2007 to replace
legacy toolbar brand and we have experienced stgamyth in ALOT users since the launch. ALOT tauilive users have increased from
million on June 30, 2008 to 3.3 million on March, 2009 and 4.1 million on June 30, 2009. This glhoiw ALOT toolbar users was offset b
decline in the number of users of our legacy toollrand as a result of us lowering and then corapletliminating the amount of advertis
we were using to promote this legacy brand. Uséisur legacy toolbar brand decreased from 3.5ionilon June 30, 2008, to 1.1 million
March 31, 2009 and 0.7 million on June 30, 2009.

The second quarter of 2009 was the first quartexhich growth in ALOT toolbar users was greatemtlte attrition of our legacy toolk
users. This resulted in our total number of livelbar users to increase from 4.3 million at Madh 2009 to 4.7 million users at June 30, 2

We are continuing to focus on cost effective dmttion of our ALOT branded products. Examplesmioing initiatives to expand distributi
of ALOT products include: (i) diversifying our prodt line to include new platforms like Desktop) @dding widget content to our product
expand the number of marketable verticals, (iiitimjzing landing pages for our advertisements, giw] seeking new distributic
relationships. If our efforts to improve our liagtive toolbars installed base is not successfwlili have a material adverse impact on
business, financial condition, and results of opena.

For the three and six months ended June 30, 20@9¢cwstomer of our ALOT division, Google, account@dapproximately 89% and 90%
our consolidated revenue, respectively. In theghand six months ended June 30, 2008 Google aecbfor 94% and 93% of our to
consolidated revenue, respectively.

We have been named in certain litigation, the aute®f which could directly or indirectly impact tihesults of our operations. For additic
information regarding pending litigation, referNote L — Legal Proceedings above.

We plan to continue our efforts to invest in ousibess and seek additional revenue through bratoadiolars and other initiatives. We car
assure you that any of these efforts will be susfos
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Cost of Services

Cost of services consists of costs associated défigning and maintaining the technical infrastieetthat supports our various services
fees paid to telecommunications carriers for Irgegonnectivity. Costs associated with our tecHnideastructure, which supports our vari
services, include salaries of related technicabqamel, depreciation of related computer equipmeodpcation charges for our netwe
equipment, and software license fees.

Cost of services decreased to $0.4 and $0.9 mifbotthe three months and six months ended Jun@C®, compared with $0.5 million €
$1.3 million in the same periods in the previouaryeThe decrease was primarily related to a réoludt the depreciation charge betweer
two periods relating to the impairment charge ie tfuarter ended December 31, 2008. Cost of sarfaethe three and six month peri
ended June 30, 2009, compared to the same penodB08, increased as a percentage of revenue ftofh 5 7.4% and 5.7% to 7.
respectively. This increase in cost of servicea psrcentage of revenue is primarily attributed tiecrease in revenue.

Operating Expenses

Operating expenses for the three months ended3rO09 and 2008, were as follows (in millions):

QTD-200¢
For the Three Months Ended June 3( VS.
2009 2008 QTD-200¢
Marketing, sales, and servi 6.1 7.€ (2.5
General and administrati\ 2.2 4.C (1.9
Product developmel 0.€ 1.C (0.4
Subtotal 9.C 12.€ (3.7
Amortization 0.C 0.t (0.5
Restructuring Charge - 0.€ (0.6)
Total $ 9.C §$ 137 $ 4.7
Operating expenses, as a percent of revenue,ddhtbe months ended June 30, 2009 and 2008, wéoHiawvs:
QTD-200¢
For the Three Months Ended June 3( VS.
2009 2008 QTD-200¢
Marketing, sales, and servi 102.% 73.8% 28.%
General and administratiy 36.6% 31.&% -2.1%
Product developmel 10.6% 9.7% 0.9%
Subtotal 149.5% 122.% 26.8%
Amortization 0.7% 4.5% -4.2%
Restructuring Charges 0.C% 5.7% -5.7%
Total 150.2% 133.2% 16.9%
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Operating expenses for the six months ended Jurn20B9 and 2008, were as follows (in millions):

YTD-200¢

For the Six Months Ended Junt VS.
2009 2008 YTD-200¢
Marketing, sales, and servi $ 10¢ $ 15.¢ (4.9
General and administrati 5.3 8.2 (3.0
Product developmel 1.3 1.8 (0.5
Subtotal 17.5 25.¢ (8.9
Amortization 0.0 1.C (0.9
Restructuring Charges (0.0) 0.€ (0.6)
Total $ 175 $ 274 $ (9.9

Operating expenses, as a percent of revenue,da@ixtimonths ended June 30, 2009 and 2008, wdadi@ss:

YTD-200¢
For the Six Months Ended June 3( VS.

2009 2008 YTD-200¢
Marketing, sales, and servi 89.2% 70.5% 18.8%
General and administrati\ 43.2% 33.2% 6.2%
Product development 10.€% 8.2% 2.7%
Subtotal 143.5% 115.8% 27.71%
Amortization 0.2% 4.3% -3.9%
Restructuring Charge -0.1% 2.5% -2.6%
Total 144.(% 122.6% 21.1%

Marketing, Sales, and Service

Marketing, sales, and service expense consistsaphinof advertising spend for toolbar acquisitiossd also includes payroll expense

benefits related to individuals within this categor

Marketing, sales, and service expense decreasedxapately $1.5 million for the three months endeshe 30, 2009, to $6.1 million compa
to $7.6 million for the same period in 2008. Adigng spend used primarily to attract users of @ot.com brand decreased approxims
$1.4 million to $5.8 million in the three monthsden June 30, 2009 compared to $7.2 million for #aene period in the pri

year. Additionally, salaries and benefits expetsereased $0.9 milliol

Marketing, sales, and service expense decreasedxapptely $4.9 million for the six months endedwB0, 2009, to $10.9 million compa
to $15.8 million for the same period in 2008. Adiging spend used primarily to attract users af @ot.com brand decreased approxims
$4.7 million to $10.1 million in the six months e June 30, 2009 compared to $14.8 million for faene period in the pri
year. Additionally, salaries and benefits expetisereased $1.0 million. The decrease in advegtispend which had a suppressing effe(

subsequent revenue, was implemented primarily ie@we cash during the first quarter of 2009.
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General and Administrative

General and administrative expenses decreased.By$llion in the three months ended June 30, 2699$2.2 million compared to $4.0
million for the same period in the previous yeBecreases contributing to this variance includet amd office related expense ($0.1 million);
consulting services ($0.8 million); finance expengk0.5 million); and salaries, benefits, and o#maployee expenses, including share-based
compensation ($0.5 million). Included within theed months ended June 30, 2009, consulting fee8 (#ilion) were amounts relating to
acceleration of the Bridge Bank loan fees amoitimafThe final settlement of outstanding items viRrot contributed to lower consulting ct
in the three months ended June 30, 2009. Undemd:maxpense, the company was successful in red(Raigware) state franchise tax
obligations for previous years. Additionally, witie reduction of assets, the state property tasees down significantly year over year.

General and administrative expenses decreased.Byn$ion in the six months ended June 30, 200%5.3 million compared to $8.3 milli
for the same period in the previous year. Decreasmtributing to this variance include: rent arftice related expense ($0.2 millio
consulting services ($1.3 million); finance expené®0.6 million); and salaries, benefits, and ott@ployee expenses, including shbase:
compensation ($0.9 million). Included in salareepense $(0.4 million) and share based compensatipanse $(0.4 million) were amot
related to severance expenses of former execuip@s termination.

Product development

Product development expense consists primarilpajroll and related expenses for personnel resplentir the development and maintene
of features, enhancements, and functionality forpsaprietary services; and depreciation for relagquipment used in product development.

Product development expenses decreased by $0idmiill the three months ended June 30, 2009, ® 1H@lion compared to $1.0 million f
the same period in the previous year.

Product development expenses decreased by $0ibmiill the six months ended June 30, 2009, to #illBn compared to $1.8 million fi
the same period in the previous year.

Amortization

Amortization expense recorded for the three moatid six months ended June 30, 2009 respectively, 80204 million and $0.04 millic
compared to $0.5 million and $1.0 million in thereaperiod in the prior year. These decreasestaibused to an overall reduction in «
intangible asset base eligible for amortizatiommgrily as a result of the recorded impairmentéssis prior periods.

Interest Income (expense), net

We had net interest income of approximately $0.0lliam and interest expense of approximately $0.07illion, respectively, for the thr
months and six months ended June 30, 2009 compaurest interest income of approximately $0.05 miiliand $0.15 million, respectively,
the same periods in the prior year. The current peaexpense relates to interest incurred reladealir capital lease obligations and inte
expense incurred through our secured line of cad#ngement with Bridge Bank. In the prior year @arned net interest income through
cash and cash equivalent balances and as of JuR@®, had not yet entered our capital lease atitigs or secured line of credit with Bric
Bank.

Gain on Sale of Discontinued Operations

On March 12, 2009, with the exception of certaitaireed assets and liabilities, including assetslefulities of the MIVA Media division i
France, we sold the assets, net of liabilities m&sl) of our MIVA Media business for cash considerabf approximately $11.6 million a
post¢losing adjustments, estimated at approximately $aillion, which resulted in a gain on sale of appmately $6.9 million during tt
quarter ended March 31, 2009. We incurred appraeiing1.2 million of legal and financial advisorges in connection with the sale of
MIVA Media division, which are included in the ngain on sale. During the three months ending Bihe2009, the Company successf
executed an agreement with Adknowledge to assi§ofaware license lease at a gain that was partgdfiget by other postale adjustmer
resulting in a net additional gain on sale of $®iftion. Our decision to divest our MIVA Media hiness was due primarily to inconsisten
between the division’s products and services aadCthmpany’s current and future strategic plan.
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Income from discontinued operations were $0.5 orilland a loss of $2.6 million, respectively for theee months ended June 30, 2009
2008, and losses of $4.7 million and $5.3 millimgpectively for the six months ended June 30, 20@P2008. Approximately $0.7 million
the income relates to EU receivables previouslgmesi and subsequently collected in the three nscertided June 30, 2009 and partially o
by $0.2 million of other operational expenses. Tbgs from discontinued operations for the six rhenénded June 30, 2009, inclu
approximately $0.7 million of stock compensation @everance expense resulting from the terminatiaur Senior Vice President of MI\
Media, and approximately $1.0 million of minimunyadty payment expense accrued as result of the MW&lia Sale.

As a result of the MIVA Media sale the Company tersninated EU centered operations and all opersititza now centered in the US. £
result, the US dollar subsequently became the imat currency for all operation&ffective April 1, 2009, the Company is recording
current foreign currency translation adjustmentsnicome (loss) from continuing operations. Theahak of foreign currency translat
adjustments accumulated through the date of sdldyeweflected in discontinued opeartions whem thtained assets of the foreign subsidi
are substantially liquidated.

There is an estimated corresponding consolidatedots on this transaction, the difference in tlekgain and tax loss is estimated t
approximately $10.7 million and is predominateliated to basis differences in goodwill, which waspaired at December 31, 2008, for b
purposes, other intangible assets also impair@ke¢mber 31, 2008, and fixed assets, all of wHiehGompany had tax basis in excess of
basis.

Income Taxes

The income tax expense for the three months endeel 30, 2009 and 2008, of $0.01 million and $0.0an, respectively, and six mont
ended June 30, 2009 and 2008 of $0.03 million @&n@%million are primarily due to the FIN48 interespense, which is reported as a dist
item.

The effective tax rate is impacted by a varietgstimates, including the amount of income expedtethg the remainder of the fiscal year,
combination of that income between foreign and daiinesources, and expected utilization of tax Iegkat have a full valuation allowance.

Net Loss from Continuing Operations

As a result of the factors described above, we igée@ a net loss from continuing operations of $(&illion and $(3.9) million for the thr
months ended June 30, 2009 and 2008, respectiwbigh represents: a loss per weighted averageamuaistg share of $(0.11) and $(0.:
respectively. For the six months ended June 309 2nd 2008 we generated a net loss from continyirerations of $(6.7) million and $(6
million, which represents: a loss per weighted ageroutstanding share of $(0.20) and $(0.19), otispédy.

Weighted average common shares used in the earp@rgshare computation increased 1.2 million shitogs 32.5 million shares for the y«
ended December 31, 2008 to approximately 33.7 anilfihares for the six months ended June 30, 20B8&. increase is attributable to shi
issued upon the vesting of restricted stock units.

LIQUIDITY AND CAPITAL RESOURCES
As of June 30, 2009, the Company had a total uicesd cash of $8.3 million. This represents &%tillion or 24% increase from the tc
cash of $6.7 million at December 31, 2008. Thedase in cash was primarily due to the sale oMkdia business on March 12, 2009, of

by: payouts related to the June and August 2008Buiaring initiatives; expenses associated wittoBeur outsourcing partner; repaymer
Bridge Bank of our outstanding line of credit agkrating expenses in excess of revenue in thesiths ending June 30, 2009.
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Operating Activities

Net cash used in operations totaled $5.0 milliothesix months ended June 30, 2009. Cash flom fiperations can be understood by sta
with the amount of net income or loss and adjustireg amount for nowash items and variations in the timing betweemmere recorded a
revenue collected and between expenses recordeexpedses paid. The net loss from operations ($lln) included noneash items of
provision for doubtful accounts ($0.7 million), depiation and amortization ($0.3 million), writdf the deferred finance costs ($
million), compensation expense based on equitytgnather than cash ($1.2 million) and gain on séleusiness ($7.1 million). Thus, the ¢
used in operations before the effect of timingedi#hces was ($8.1 million). With respect to reweribe accounts receivable decreased
million). With respect to expenses, the amound peas more than the amount recorded by $4.7 mjli@yments on accounts payable, acc
expenses and other liabilities were higher thanréiated amount of expenses ($2.@illion), but were offset by the decrease in prd
expenses and other items ($0.5 million).

Net cash used in operations totaled $11.7 milliothe six months ended June 30, 2008. The nefflossoperations ($11.6 million) includ
non-<cash items of a provision for doubtful accounts.I$@illion), depreciation and amortization ($2.5llimnh), and compensation expel
based on equity grants rather than cash ($1.4omjlli Thus, the cash used in operations beforeetfeet of timing differences was $
million. With respect to revenue, the amount aibbel was more than the amount recorded $1.1 mitliecrease in accounts receivable)
offset by a decrease in the revenue collected &fgirced to the future ($0.7 million decrease iredefd revenue). With respect to expense:
amount paid was more than the amount recorded by i®dlion; payments on accounts payable, accrugubreses and other liabilities w
higher than the related amount of expenses ($5iBion), but were offset by the decrease in prdmaipenses and other items ($0.9 million).

Investing Activities

Net cash provided by investing activities totalggraximately $10.9 million during the six monthsded June 30, 2009. Cash was prov
by: the net proceeds from the sale of the MIVA Mebusiness ($9.8 million) and cash released frastricdion ($2.0 million) as collateral 1
the secured line of credit agreement with BridgelBaDffsetting these two sources was cash useditthpse and develop capital assets
$0.5 million of cash restricted under a cash actseanuring a letter of credit ($0.35 million) and &count to secure the credit limit for cr
cards issued to the Company by Bridge Bank ($0I2om).

Net cash used in investing activities totaled apionately $4.5 million during the six months endechd 30, 2008. This use of cash was fo
purchase of capital assets and the developmenterhilly developed software.

Financing Activities
Net cash used in financing activities totaled agjpnately $4.5 million during the six months endeshd 30, 2009. This use of cash cons
of a onetime payment to pay off the secured line of credjteement with Bridge Bank ($4.4 million) and casled to pay the quarte

payments on the capital lease obligations ($0.8an)l

There were no financing activities in the six manémded June 30, 2008.
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Liquidity

We currently anticipate that our working capitalagfproximately $0.4 million, including unrestrictedsh of approximately $8.3 million as
June 30, 2009, along with cash flows from operationill be sufficient to meet our expected liguditeeds for working capital and cap
expenditures over at least the next 12 months. v@uking capital is calculated by subtracting catréabilities from current assets on

balance sheet. We are in the process of reviewimgcurrent liabilities and expect to settle a jportof our current liabilities related
discontinued operations for less than their cagyialue in Q3 2009. Additionally, our forecast fature liquidity and capital requirement:
dependent on a number of factors, including oulitalto monetize our products, our ability to distrte our products, our ability to execute
our business plans, and our ability to meet finaiforecasts. In the future, we may seek additicagital through the issuance of debt or e«
to fund working capital, expansion of our businasd/or acquisitions, or to capitalize on marketditons. As we require additional cap
resources, we may seek to sell additional equitgedat securities or look to enter into a new reimoan agreement. The sale of additi
equity or convertible debt securities could resuladditional dilution to existing stockholdershére can be no assurance that any fina
arrangements will be available in amounts or omgeacceptable to us, if at all. We also cannatrasgou that we will be able to successt
address these factors or that if our expectationiat met that we will have sufficient capitaloesces to meet our obligations.

In the ordinary course of business, we have praviodelemnifications of varying scope and terms tweatisers, advertising agenci
distribution partners, vendors, lessors, businesters, and other parties with respect to cemadtters, including, but not limited to, los
arising out of our breach of such agreements, dioty our recently executed MIVA Media Sale, serside be provided by us, or frc
intellectual property infringement claims made Wyrd parties. We may have future liabilities farnse of these MIVA Media relat
indemnifications even though we have sold thatsitivi In addition, we have entered into indemnifmatagreements with our directors .
certain of our officers that will require us, amoater things, to indemnify them against certa@bilities that may arise by reason of t
status or service as directors or officers. We dlave agreed to indemnify certain former officasectors, and employees of acqu
companies in connection with the acquisition ofrsaompanies. We maintain director and officer iasge, which may cover certain liabilit
arising from our obligation to indemnify our direct and officers and former directors, officersgd @amployees of acquired companies
certain circumstances.

We evaluate estimated losses for such indemniéinatunder SFAS No. 5, Accounting for Contingencasijnterpreted by FIN 45. At tl
time, it is not possible to determine any potentiability under these indemnification agreementse do the limited history of pri
indemnification claims and the unique facts andwinstances involved in each particular agreem®uoth indemnification agreements may
be subject to maximum loss clauses. Historicallg,have not incurred material costs as a resutbbifjations under these agreements an
have not accrued any liabilities related to suatemnification obligations in our financial statertenlf a need arises to fund any of tt
indemnifications, it could have an adverse effecoar liquidity.

Our forecast of the period of time through whichr dumancial resources will be adequate to suppat @perations is a forwarddoking
statement that involves risks and uncertaintiesaatdal results could vary materially as a resithe factors described above and in the se
included in Part I, Item 1A, titled “Risk Factordtf our Form 10-K and Form 1K/A filed with the Securities and Exchange Comnuassor
March 31, 2009 and April 7, 2009, respectively,jeabto those material changes appearing in Patel 1A of this Form 10-Q.

RESTRUCTURING

Restructuring — June 2009

In June 2009, approximately $0.2 million in sevempayments were accrued as restructure reservarandcluded in gain from discontint
operations during the quarter ended June 30, 2009.

Restructuring — March 2009
Approximately $0.4 million in severance paymentgavaccrued as restructure reserve and are inclindieds from discontinued operatic
during the quarter ended March 31, 2009. This arhisuexpected to be paid in full by April 2010.

Restructuring — August 2008 United Kingdom, GermanyFrance, and Spain Operations

On August 21, 2008, the Company initiated a restinirog plan that further consolidated the MIVA MadtEU operations primarily in o
office. The restructuring plan, which evolved telude a workforce reduction of approximately 40ptayees and cash payments tote
approximately $2.1 million, is expected to be costedl by September 2009. The restructuring plaultessin the closure of our offices
Germany, reductions in headcount in our officefaris, Madrid and London, and exiting certain cactinal relationships with third pa
contracts.

26




Restructuring — June 2008

On June 17, 2008, the Company initiated a restringguplan in order to maximize efficiencies withthe Company, eliminate cert
unprofitable operations, and better position them@any for the future, including the closure of ddtVA Media Italian operation:
Management developed a formal plan that includeddantification of a workforce reduction totaliBg employees and cash payments tot.
approximately $1.0 million that was completed ifbfegary 2009.

Restructuring - February 2008

On February 19, 2008, the Company announced aicésting plan aimed at continued reduction of therall cost structure of the Compa
which was designed to align the cost structuresuwfU.S. and U.K. operations with the operatione¢ds of these businesses. Manage
developed a formal plan that included the iderdifan of a workforce reduction totaling 8 employegé of which involved cash payments
approximately $0.1 million made in the quarter ehdene 30, 2008.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements requiresagament to make estimates and assumptions tleat afhounts reported therein. The r
significant of these areas involving difficult ooraplex judgments made by management with respetttetgreparation of our consolida
financial statements in fiscal 2009 include:

« Revenue

« Allowance for Doubtful Accounts
« Income Taxes

« Purchase Accounting

« Share-Based Compensation

« Legal Contingencies

In each situation, management is required to makmates about the effects of matters or futurenesvthat are inherently uncertain.

During the three months ended June 30, 2009, tieere been no changes to the items that we dischsedr critical accounting policies ¢
estimates in our managementliscussion and analysis of financial conditiod eesults of operations included in our Annual Répa Forn
10-K and Form 10-K/A for the year ended December2BD8, filed by us with the SEC on March 31, 2@@@ April 7, 2009, respectively.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements in this report constitutevdied-looking statements. In some cases, you cantif¢f forwardiooking statements |

terminology such as “will”, “should”, “intend”, “gxect”, “plan”, “anticipate”, “believe”, “estimate™predict”, “potential”, or “continue”or the
negative of such terms or other comparable terragyol This report includes, among others, statesnegarding our:

« revenue;
« primary operating costs and expenses;

« capital expenditures;

« operating lease arrangements;

« evaluation of possible acquisitions of, or investtsen business, products and technologies; and
« sufficiency of existing cash to meet operating feguents,

These statements involve known and unknown risksetainties, and other factors that may causeopour industrys past results, levels
activity, performance, or achievements to be mallgridifferent from any future results, levels aftigity, performance, or achieveme
expressed or implied by such forward-looking staets. Such factors include, among others, thadedliin Part I, ltem 1A, titledRisk
Factors” in our Form 16 filed with the Securities and Exchange CommissiorMarch 31, 2009, subject to those material charagppearir
in Part Il, Item 1A of this Form 10-Q. Although vbelieve that the expectations reflected in thevésdlooking statements are reasonable
cannot guarantee future results, events, leve&tfity, performance, or achievements. We doasstume responsibility for the accuracy
completeness of the forward-looking statements. d&/@ot intend to update any of the forwéwdking statements after the date of this re
to conform them to actual results.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Foreign Currency Risk

Historically we have had international revenuesoireign subsidiaries and the corresponding foreigchange rate fluctuations were recol
within the assets and liabilities of those subsidgin their respective local currencies (the fiomal currencies) and then translated into
dollars in preparing our condensed consolidatednfifel statements. This exposure to foreign exghaate fluctuations arose in part fi
intercompany accounts in which costs incurred ia Wnited States or the United Kingdom were charggedur subsidiaries typica
denominated in the functional currency of the fgnesubsidiary. Additionally, foreign exchangeerfitictuations may significantly impact «
consolidated results from operations as exchartgefltectuations on transactions denominated inenwies other than the functional curren
of our parent company or different subsidiariesultei gains and losses that are reflected in aamdensed consolidated statement
operations. The effect of foreign exchange ratetflations on our consolidated financial position the three months ending June 30, 2
was a net translation adjustment of approximatélyb $nillion. This net translation adjustment wasognized within stockholdergquity
through accumulated other comprehensive income.

As a result of the sale of the Media business weaatchave material international revenues generaed continuing operations for the th
months ended June 30, 2009. Further, there wagndicant portion of the foreign currency trarigla adjustment related to the assets sc
the MIVA Media Sale. As a result, effective Aptil 2009, the Company has concluded that the fumatiourrency for all operations is the
dollar. As a result, foreign currency translatiadjustments are now included in income (loss) frntinuing operations. The balance
foreign currency translation adjustments of $12illion accumulated through the date of sale, whgheflected in the June 30, 2009 bale
sheet as accumulated other comprehensive inconikebevireflected in discontinued operations when thtained assets of the fore
subsidiaries are substantially liquidated.

Item 4(T). CONTROLS AND PROCEDURES

Our management, under the supervision of and \kgghparticipation of our Chief Executive Officer aGtiief Financial Officer, has evalua
the effectiveness of our disclosure controls ammtgdures, as such term is defined in Rules 13a-Hs(@ 15d15(e) under the Securit
Exchange Act of 1934, as amended (the “Exchang®,Aad of the end of the period covered by this ifary Report on Form 1@®. Based o
such evaluation and because of the material weakdestified below, our Chief Executive Officer aBtlief Financial Officer have concluc
that our disclosure controls and procedures weteffiective as of the end of June 30, 2009.

In the first quarter, we identified a material weaks in our internal control over financial repagti As defined by the Public Compi
Accounting Oversight Board (“PCAOB’In Auditing Standard No. 5, a material weaknesa dgeficiency, or combination of deficiencies
internal control over financial reporting, suchtthiaere is a reasonable possibility that a materimstatement of the compasyannual ¢
interim financial statements will not be preventedietected on a timely basis.

Based on information we have received to date, avedt believe that the material weakness impadtedjtiality of the financial informati
for prior periods. Accordingly, we currently dotnexpect that we will be required to restate ounaficial statements for any prior repo
periods.

The sale of the Media Division on March 12, 20@&uired that we shut down and relocate certain coengquipment used to store electn
accounting information. During this move, we digeed that during the quarter ended March 31, 280s3ckup routine had not been veri
in accordance with our procedures and that dataaftwo week period had been lost. While we werke @b reconstruct the data, t
reconstruction and material adjustments occurritg in the financial statement close process femimarter ended March 31, 2009, resulte
having to rely on an extension of time for filingrdirst quarter 2009 Form 1Q- In the quarter ending June 30, 2009, steps ta&en by th
Company to remediate the deficiency and assure kkamge with the companyg’internal control policies with the implementatioha nev
accounting system prior to the year end.
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The Company is in the process of converting itoanting system to one that will be more effectivel @fficient in handling the account
information needed for the Compasycontinuing operations and realigning responsigslifor operation of the system. Backup verifima
procedures will be made an integral part of theesys

Except as described above, we have made no chargge tnternal control over financial reportingdannection with our second quarter 2
evaluation that has materially affected, or is ogably likely to materially affect, our internalrtool over financial reporting.

PART Il OTHER INFORMATION
Iltem 1. Legal Proceedings
Shareholder Class Action Lawsuits

Beginning on May 6, 2005, five putative securitfesud class action lawsuits were filed against nd eertain of our former officers a
directors in the United States District Court fbe tMiddle District of Florida. The complaints atethat we and the individual defend:
violated Section 10(b) of the Securities Exchange & 1934 (the "Act") and that the individual defants also violated Section 20(a) of
Act as "control persons" of Vertro. Plaintiffs port to bring these claims on behalf of a classwfinvestors who purchased our stock bety
September 3, 2003 and May 4, 2005.

Plaintiffs allege generally that, during the putaticlass period, we made certain misleading statesm@nd omitted material informatic
Plaintiffs seek unspecified damages and otherfrelie

On July 27, 2005, the Court consolidated all ofdhéstanding lawsuits under the case style In réAllinc. (now known as Vertro) Securit
Litigation, selected lead plaintiff and lead coung® the consolidated cases, and granted Plasntéave to file a consolidated amen
complaint, which was filed on August 16, 2005. el the other defendants moved to dismiss the @ntmn September 8, 2005.

On December 28, 2005, the Court granted Defendamtdion to dismiss. The Court granted Plaintiffave to submit a further ament
complaint, which was filed on January 17, 2006. Fabruary 9, 2006, Defendants filed a renewed mdtadismiss. On March 15, 2007,
Court granted in large part Defendants' motionismiss. On March 29, 2007, Defendants filed a amfor amendment to the March 15, 2(
order to include certification for interlocutory @gal or, in the alternative, for reconsideratiortta motion to dismiss. On July 17, 2007,
Court (1) denied the motion for amendment to thedidl5, 2007, order to include certification foteriocutory appeal and (2) granted
motion for reconsideration as to the issue of wiietllaintiffs pled a strong inference of scientefight of intervening precedent. The C¢
requested additional briefing on the scienter isane on February 15, 2008, entered an Order dsémgi®ne of the individual defendants fi
the lawsuit and limiting the claims that could beught against another individual defendant. Iditah, Plaintiffs previously had moved !
Court to certify a putative class of investors, &wefendants had filed briefs in opposition there@n March 12, 2008, the Court enteret
Order certifying a class of those investors whochased the Company's common stock from Februarg@®, to May 4, 2005. The Cao
also dismissed two of the proposed class reprepergeor lack of standing. Plaintiffs have serdigcovery requests on Defendants, an
discovery phase of the lawsuit is presently undgrwa

Regardless of the outcome, this litigation couldeha material adverse impact on our results beaafudefense costs, including costs relate
our indemnification obligations, diversion of maeagent's attention and resources, and other factors.
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Derivative Stockholder Litigation

On July 25, 2005, a shareholder, Bruce Verduyedfd putative derivative action purportedly on lfedfaus in the United States District Co
for the Middle District of Florida, against certadhour directors and officers. This action isd@d®n substantially the same facts alleged i
securities class action litigation described abolbee complaint is seeking to recover damages inrepecified amount. By agreement of
parties and by Orders of the Court, the case veagdtpending the resolution of Defendamisition to dismiss and renewed motion to disi
in the securities class action. On July 10, 2@06& parties filed a stipulation to continue theystéthe litigation. On July 13, 2007, the Cc
granted the stipulation to continue the stay andiatratively closed the case pending notificatiynplaintiff's counsel that the case is du
be reopened. Regardless of the outcome, thigtitig could have a material adverse impact on esults because of defense costs, inclt
costs related to our indemnification obligationsedgsion of management's attention and resourcespther factors.

Other Litigation

We are a defendant in various other legal procggsdirom time to time, regarded as normal to ouiirss and, in the opinion of managerr
the ultimate outcome of such proceedings are n¢&ed to have a material adverse effect on oanéiial position or our results of operatic

No accruals for potential losses for litigation aeeorded for the above referenced items as of 3Qp2009, and although losses are possil
connection with the above litigation, we are unatdeestimate an amount or range of possible lassaccordance with SFAS 5, bu
circumstances develop that necessitate a lossngamity being disclosed or recorded, we will do'8te expense all legal fees for litigatior
incurred.

Iltem 1A. Risk Factors

We desire to take advantage of the “safe harpmVisions of the Private Securities Litigation Bref Act of 1995. Accordingly, we incorpor:
by reference the risk factors disclosed in Pattein 1A of our Form 10</A filed with the Securities and Exchange Comnasson April 7
2009, subject to the new or modified risk factqepearing below that should be read in conjunctidth ¥he risk factors disclosed in our Fc
10-K.

Risks relating to Our Business

One paid listings provider, which is a competitor dours, accounts for a significant portion of our onsolidated revenue and any adver:
change in that relationship would likely result ina significant decline in our revenue and our busings operations could be significantl
harmed.

In December 2006, we entered into an agreement @dtbgle pursuant to which we agreed to utilize Gesgpaid listings and algorithn
search services for approved ALOT websites andiedfins. We renewed our agreement with Google amdvhber 2008 for a two year te
beginning on January 1, 2009. We receive a shHateeaevenue generated by the paid listing sesvizgplied to us from Google. The amc
of revenue we receive from Google depends uponrabeu of factors outside of our control, includingetamount Google charges
advertisements, the depth of advertisements avaifatm Google, and the ability of Google's systendisplay relevant ads in response to
enduser queries. For the quarter ended June 30, ZB@8yle accounted for approximately 89% of oursotidated revenue from continu
operations. Our agreement with Google containadtermination rights. Google also competes withALOT business. If (i) we fail to ha
websites and applications approved by Google;Gidpgle’s performance deteriorates, (iii) we viol&eogles guidelines, or (iv) Goog
exercises its termination rights, we likely willgetience a significant decline in revenue and asirless operations could be significa
harmed. If any of these circumstances were topaee may not be able to find another suitableradtee paid listings provider or otherw
replace the lost revenues.

Risks Relating to an Investment in Our Common Stock
Significant dilution will occur if outstanding options are exercised or restricted stock unit grantsest.
As of June 30, 2009, we had stock options outstenth purchase a total of approximately 1.3 millgirares at a weighted average pric

$9.29 per share under our stock incentive plans.
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Also, as of June 30, 2009, we had 1.8 million fet&td stock units outstanding including approxirha@4 million in restricted stock units tt
would vest upon the Compasytommon stock reaching, and closing, at shareprianging from $1.00 to $12.00 for ten consecutiading

days. The remaining approximate 1.4 million resdd stock units will vest in equal increments anuhry 2%in years 2010, 2011, 2012 ¢
2013. If outstanding stock options are exercisegstricted stock units vest, significant dilutieiil occur to our stockholders.

Our failure to maintain continued listing compliance criteria in accordance with NASDAQ Marketplace Rues could result in NASDAC
delisting our common stock.

NASDAQ Marketplace Rules require us to have a mimmclosing bid price of $1.00 per share for our own stock as well as maintain
certain stockholders equity, marketplace valueptber financial metric criteria. In the event tlve¢ do not maintain compliance with
continued listing compliance criteria we will liketeceive notice from NASDAQ that we are not in gdignce with Marketplace Rules, wh
could ultimately lead to the delisting of our connmstock from the NASDAQ Global Market if we werealnte to maintain the requis
minimum criteria during the subsequent probatiormesiod.

Recently our stock price has traded below $1.0Q dralir stock continues to trade below $1.00, wi#k Nikely receive notice from NASDA(
that ultimately could lead to the delisting of atock. Additionally, we may not be in compliancé&haother continued listing compliar
criteria. In the event that we were delisted frilvm NASDAQ Global Market, our common stock wouldd@e significantly less liquid, whi
would likely adversely affect its value. Althouglar common stock would likely be traded over-twemter or on pink sheets, these type
listings involve more risk and trade less frequeatid in smaller volumes than securities tradetherNASDAQ Global Market.

We sublease a significant portion of our office sgze in Fort Myers, Florida and our financial position would be harmed if our subtenan
breaches the terms of our sublease.

In August 2007, we entered into a real estate sgblagreement with an unrelated party to suble@ddd P square feet (approximately 509
our space) in our office located in Fort Myers, rila. The term of the sublease agreement commeocedlugust 17, 2007 and ends
November 30, 2012, unless certain conditions (dimed) are met for earlier termination. The comaorreal estate market in Fort Mye
Florida has suffered significant decline in recgears. If our subtenant breaches our subleaseunlikely that we could locate a substi
tenant. Additionally, we may not be able to cdlldamages from our subtenant if the sublease achesl. If the sublease is breached it w
have a material adverse impact on our financiatlitcom.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
During the three months ended March and six moatiteed June 30, 2009, we purchased shares in camadth vesting of restricted sta

units as described in the table below.
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(c) Total Number (d) Maximum Number
of Shares (or  (or Approximate Dollar

(a) Total (b) Units) Purchased Value) Shares (or Units
Number of Average  as Part of Publicly Purchased as Part o
Shares Price Paid Announced Plans  Publicly Announced
Purchased per Share or Programs Plans or Programs
Period
Jan. 1, 2009 through Jan 31, 2( 725. % 0.1¢ n/e n/e
Feb. 1, 2009 through Feb. 28, 2( n/e n/e
Mar. 1, 2009 through Mar. 31, 20! n/e n/e
Total 7,25:1) $ 0.1¢€ -
Period
Apr. 1, 2009 through Apr 30, 20( 7,252 % 0.24 n/e n/e
May. 1, 2009 through May. 31, 20 n/e n/e
Jun. 1, 2009 through Jun. 30, 2009 n/e n/e
Total 7,25:1) $ 0.24 -

(1) Represents shares withheld by the Company thmowuesting of restricted stock units to satisfyhlolding taxes.

Item 4. Submission of Matters to a Vote of Security Holders
We held our Annual Meeting of Stockholders on Juheg2009, for the following purposes:

1) To elect six Directors, each to samél the next annual meeting of stockholders il their respective successors are duly
elected and qualified; and

2) To approve a stockholder resolutimaathorize the Board of Directors, in its sole abdolute discretion without further
action of the stockholders, to amend the CompafAgiended and Restated Certificate of Incorporatiimiplement a reverse stock split of the
Company’s common stock, $0.001 par value per slad@eratio of 1-for-10 at any time prior to DeceanB1, 2009.

The following director nominees received the numiferotes set forth opposite their respective names

Election of Directors For Against

Peter A. Corrar 21,506,11¢ 4,630,09¢
Dr. Adele Goldber 21,619,91¢ 4,519,29¢
Lee S. Simonso 21,393,89¢ 4,742,314
Joseph P. Durre 21,617,091 4,519,11¢
Gerald W. Hepy 21,232,69( 4,903,52(
Lawrence Webe 15,748,79: 10,387,417

Accordingly, the foregoing nominees have been eté&lirectors of the Company.
The resolution authorizing the Board to implemeng\gerse stock split received the following votes:
Reverse Stock Spli For Against Abstain
19,445,711 6,513,742 176,757

Accordingly, the resolution was approved.
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Iltem 6. Exhibits

See Index of Exhibits.

Signatures

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisdréiport to be signed on
behalf by the undersigned thereunto duly authorized

Vertro, Inc.

Date: August 12, 200 By: /s/ Michael Cutle

Michael Cutler
Chief Financial Office
(Duly Authorized Officer and Principal Financial fi2er)
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Exhibit No. Footnote Description

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuat $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certification of Chief Executive Officer of PeriadFinancial Reports pursuant to Section 90
the Sarban«Oxley Act of 2002, 18 U.S.C. Section 13!

32.2 Certification of Chief Financial Officer of PeriadFinancial Reports pursuant to Section 90

the Sarbane«Oxley Act of 2002, 18 U.S.C. Section 13!

The Agreements that have been filed or incorporéeetin by reference (the "Agreements") are indutie provide investors and secu
holders with information regarding their terms. Jhare not intended to provide any other financidbimation about the Company or
subsidiaries and affiliates. The representatioresranties and covenants contained in each of threehgents were made only for purpose
the Agreements and as of specific dates; wereystielthe benefit of the parties to the Agreementay be subject to limitations agreed u
by the parties, including being qualified by comefidial disclosures made for the purposes of aliogatontractual risk between the partie
the Agreement instead of establishing these madtefacts; and may be subject to standards of rakiteapplicable to the contracting part
that differ from those applicable to investors. dators should not rely on the representations, améigs and covenants or any descrif
thereof as characterizations of the actual stataat$ or condition of the Company or any of itbsidiaries or affiliates. Moreover, informat
concerning the subject matter of the representatisarranties and covenants may change after tieeoddhe Agreements, which subseq;
information may or may not be fully reflected inlghic disclosures by the Company.
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Peter A. Corrao, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Vertro, Inc.;

Based on my knowledge, this quarterly report dagscontain any untrue statement of a material éaamit to state a mater
fact necessary to make the statements made, indfghe circumstances under which such statemeete made, not misleadi
with respect to the period covered by this reg

Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in a
material respects the financial condition, resafteperations and cash flows of the registrantfasmd for, the periods presen
in this report;

The registrar's other certifying officer(s) and | are responsifoieestablishing and maintaining disclosure cdstemd procedur:
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repagtifas defined in Exchan
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbe ttesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is mg
known to us by others within those entities, pattidy during the period in which this report isg prepared

b) Designed such internal control over financial reéipg;, or caused such internal control over finahceporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finandieporting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguorinciples;

C) Evaluated the effectiveness of the registadisclosure controls and procedures and presémtai report our conclusio
about the effectiveness of the disclosure contnts procedures, as of the end of the period covgyetis report based
such evaluation; an

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatcored during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabrg that has materia
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrang other certifying officer(s) and | have disclosé@dsed on our most recent evaluation of internakrob ove
financial reporting, to the registrant’'s auditorglahe audit committee of the registranoard of directors (or persons perforn
the equivalent functions

a)  All significant deficiencies and material weaknesge the design or operation of internal controgiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; anc

b) Any fraud, whether or not material, that involvesmagement or other employees who have a significaatin the
registran’s internal control over financial reportir

Date: August 12, 2009 /s/ Peter A. Corra

Peter A. Corrac
President and Chief Executive Offic




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Michael Cutler, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Vertro, Inc.;

Based on my knowledge, this quarterly report dagscontain any untrue statement of a material éaamit to state a mater
fact necessary to make the statements made, indfghe circumstances under which such statemeete made, not misleadi
with respect to the period covered by this reg

Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in a
material respects the financial condition, resafteperations and cash flows of the registrantfasmd for, the periods presen
in this report;

The registrar's other certifying officer(s) and | are responsifoieestablishing and maintaining disclosure cdstemd procedur:
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repagtifas defined in Exchan
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbe ttesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is mg
known to us by others within those entities, pattidy during the period in which this report isg prepared

b) Designed such internal control over financial reéipg;, or caused such internal control over finahceporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finandieporting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguorinciples;

C) Evaluated the effectiveness of the registadisclosure controls and procedures and presémtai report our conclusio
about the effectiveness of the disclosure contnts procedures, as of the end of the period covgyetis report based
such evaluation; an

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatcored during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabrg that has materia
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrang other certifying officer(s) and | have disclosé@dsed on our most recent evaluation of internakrob ove
financial reporting, to the registrant’'s auditorglahe audit committee of the registranoard of directors (or persons perforn
the equivalent functions

a)  All significant deficiencies and material weaknesge the design or operation of internal controgiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; anc

b) Any fraud, whether or not material, that involvesmagement or other employees who have a significaatin the
registran’s internal control over financial reportir

Date: August 12, 2009 /s/ Michael Cutle

Michael Cutler
Chief Financial Office




Exhibit 32.1

CERTIFICATION OF PERIODIC FINANCIAL REPORT PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002, 18 US.C. SECTION 1350

The undersigned hereby certifies that he is the/ dydpointed and acting Chief Executive Officer oérwo, Inc., a Delawa
corporation (the “Company”) and hereby further ifieg as follows:

@ The Quarterly Report containing fineh statements to which this certificate is anibittfully complies with thi
requirements of Section 13(a) or 15(d) of the S&earExchange Act of 1934; and

(2) The information contained in the Qady Report to which this certificate is an exhitaiirly presents, in all mater
respects, the financial condition and results arapons of the Company.

In witness whereof, the undersigned has executédlalivered this certificate as of the date sethfopposite his signature below.

August 12, 200¢ /sl Peter A. Corra

Peter A. Corrac
President and Chief Executive Offic




Exhibit 32.2

CERTIFICATION OF PERIODIC FINANCIAL REPORT PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002, 18 US.C. SECTION 1350

The undersigned hereby certifies that he is thg dppointed and acting Chief Financial Officer adrtfo, Inc., a Delaware corporat
(the “Company”) and hereby certifies as follows:

@ The Quarterly Report containing fineh statements to which this certificate is anibittfully complies with thi
requirements of Section 13(a) or 15(d) of the S&earExchange Act of 1934; and

(2) The information contained in the Qady Report to which this certificate is an exhitaiirly presents, in all mater
respects, the financial condition and results arapons of the Company.

In witness whereof, the undersigned has executédlalivered this certificate as of the date sethfopposite his signature below.

August 12, 200¢ /sl Michael Cutle

Michael Cutler
Chief Financial Office




