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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
%} QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2009
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 000-52026
LOOPNET, INC.
(Exact name of registrant as specified in its @rart
Delaware 77-0463987
(State or other jurisdiction of incorporation oganization) (I.LR.S. Employer Identification No

185 Berry Street, Suite 4000
San Francisco, CA 94107
(Address of principal executive offices)
(415) 243-4200
(Registrant’s telephone number, including area fode
N/A
(Former name, former address and former fiscal,yeahanged since last report)

Indicate by check mark whether the registrant éf filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilésuch reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes™ NoO

Indicate by check mark whether the registrant hibsnitted electronically and posted on its corpokélb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (§8232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files).

YesO No[l

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated file™ Accelerated filel Non-accelerated fileO Smaller reporting compard
(Do not check if a smaller reporting compe

Indicate by check mark whether the registrantseell company, as defined in Rule 12b-2 of the Exge Act.

YesO NoM
As of October 30, 2009, there were 34,543,409 shairthe registrant’s common stock outstanding.
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Assets

Current asset:

LOOPNET, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

Cash and cash equivalel

Shor-term investment

Accounts receivable, net of allowance of $121 at@l$ respectivel
Prepaid expenses and other current a:

Deferred income taxes, n

Total current asse

Property and equipment, r

Goodwiill

Intangibles, ne

Deferred income taxes, net, I-current
Deposits and other noncurrent as:

Total asset

Liabilities and stockholders’ equity

Current liabilities:
Accounts payabl
Accrued liabilities

Accrued compensation and bene

Deferred revenu

Total current liabilities

Commitments and contingenci
Series A convertible preferred stc

Stockholder equity:
Common stock, $.001 par value, 125,000,000 shartbe@zed; 39,218,665 and 39,443,402 sh

issued, respectively; and 34,292,704 and 34,51 7%HA4fes outstanding, respectiv
Additional paid in capita
Other comprehensive lo
Treasury stock, at cost, 4,925,961 shi

Retained earning

Total stockholder equity

Total liabilities and stockholde’ equity

December 31 September 3C
2008 2009
(unaudited)
$ 61,32t $ 122,04(
3,26: 3,41¢
1,56¢ 1,75¢
1,53(C 1,28¢
607 607
68,28¢ 129,10t
2,20¢ 2,51¢
23,05¢ 23,36¢
5,67¢ 4,781
5,82¢ 7,031
3,151 3,87¢
$ 108,21 $ 170,67
$ 622 $ 1,23¢
2,02( 2,60:
2,75¢ 2,79¢
10,35¢ 9,79:
15,75¢ 16,42¢
— 48,12:
39 39
114,91! 120,45t
(276) (428)
(54,55¢) (54,55¢)
32,32¢ 40,62
92,45 106,13:
$ 108,21( $ 170,67

The accompanying notes are an integral part oféehe@saudited condensed financial statements.
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LOOPNET, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share data)

Revenues
Cost of revenue (1

Gross margin

Operating expenses (:
Sales and marketir
Technology and product developm
General and administratiy

Total operating expens:

Income from operations
Interest and other income, r

Income before tax
Income tax expens

Net income
Convertible preferred stock accretion of discc

Net income applicable to common stockholdet

Net income per share applicable to common stocldns
Basic

Diluted

Weighted average shar
Basic

Diluted

(1) Stock-based compensation is allocated as follc

Cost of revenu

Sales and marketir

Technology and product developm:
General and administrati\

Total

(unaudited)

Three Months Ended

September 30,

2008 2009
$22,40: $18,79¢
2,87¢ 2,67(
19,527 16,12¢
4,711 2,65(
2,301 2,83
12,23¢ 11,03(
7,28¢ 5,09t
45¢ 52
7,741 5,14
2,927 1,34:
4,82( 3,80¢
— (85
$ 4,82 $ 3,72
$ 0.14 $ 0.0¢
$ 0.1 $ 0.0¢
35,50: 41,91
36,78 42,91¢
$ 15: $ 4
554 (755)
347 69¢
465 1,174
$ 151 $ 112

Nine Months Ended

September 30,

2008 2009
$65,01¢ $58,14¢
7,994 8,33¢
57,02t 49,80¢
14,37¢ 11,39«
6,64¢ 8,04’
14,23: 17,41¢
35,25¢ 36,85¢
21,77( 12,947
1,91« 15¢
23,68¢ 13,10¢
9,47¢ 4,65¢
14,20¢ 8,44
— (155)
$14,20¢ $ 8,29-
$ 0.3¢ $ 0.2
$ 0.3¢ $ 0.1¢
36,24 41,83:
37,69t 42,76t
$ 40¢ $ 361
1,632 481
91¢ 1,74t
1,41¢ 2,47¢
$ 4,37 $ 5,06

The accompanying notes are an integral part ofeh@saudited condensed financial statements.
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LOOPNET, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Nine Months Ended September 3(

(unaudited)
2008
Cash flows from operating activities:
Net income $ 14,20¢
Adjustments to reconcile net income to net cashideal by operating activitie:
Depreciation and amortization expel 1,58¢
Stock-based compensatic 4,37
Tax benefits from exercise of stock optic (68¢)
Deferred income ta (93¢
Changes in assets and liabilities, net of effetecquisitions:
Accounts receivabl (652)
Prepaid expenses and other as (1,897)
Income taxes payab (9)
Accounts payabl 78
Accrued expenses and other current liabili 2,084
Accrued compensation and bene 29
Deferred revenu 1,314
Net cash provided by operating activit 19,49«
Cash flows from investing activities:
Purchase of property and equipm (1,047
Purchase of investmer (750)
Acquisitions, net of acquired ca (12,589
Net cash used in investing activiti (14,379
Cash flows from financing activities:
Net proceeds from exercise of stock opti 327
Net proceeds from sale of preferred st —
Repurchase of common st (44,595
Tax benefits from exercise of stock optic 68¢
Net cash provided by (used in) financing activi (43,579
Net increase (decrease) in cash and cash equis (38,460
Cash and cash equivalents at beginning of p¢ 104,56
Cash and cash equivalents at end of peric $ 66,10¢

The accompanying notes are an integral part oféehesaudited condensed financial statements.

5

2009
$ 8,44

1,92z
5,067
(28¢)
(1,207)

(199)
(16)
28¢
612
582

35

(56€)
14,68«
(1,357)

(750)

(312)
(2,419

19C
47,967

28¢
48,44¢

60,71¢
61,32¢

$122,04(
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

Note 1 — Background and Basis of Presentation
Basis of Presentatiol

The accompanying condensed consolidated balktmeet as of September 30, 2009, the statemeimsoofie for the three and nine months
ended September 30, 2008 and 2009 and the statepfergsh flows for the nine months ended Septe®®e2008 and 2009 are unaudited.
These statements should be read in conjunctionthétaudited consolidated financial statementsrataded notes, together with management’
discussion and analysis of financial position aeglits of operations, contained in the Companyrsiahreport on Form 10-K for the year
ended December 31, 2008.

The accompanying condensed consolidated fiabsiatements have been prepared in accordanbeaaébunting principles generally
accepted in the United States. In the opinion ef@lompany’s management, the unaudited condensadl@ated financial statements have
been prepared on the same basis as the auditedlidatsd financial statements in the Company’s ahneport on Form 10-K for the year
ended December 31, 2008 and include normal andriegadjustments necessary for the fair presetaif the Company’s financial position
for the periods presented. The results for theetlared nine months ended September 30, 2009 arecessarily indicative of the results to be
expected for the fiscal year ending December 3092The Company has evaluated subsequent eveatstedtbalance sheet date through the
financial statement issuance date for appropriedewnting and disclosure.

Use of Estimates

The preparation of financial statements infeonity with accounting principles generally acasghin the United States requires manage
to make estimates and assumptions that affeceperted amounts of assets and liabilities and asce of contingent assets and liabilities at
the date of the financial statements and the regainounts of revenue and expenses during thetirggpperiod. Actual results could differ
materially from these estimates.

Recent Accounting Pronouncemen

In June 2009, the Financial Accounting Stadg&oard (“FASB”) established the FAZ®counting Standard Codification ™
(“Codification”) as the source of authoritative Udgnerally accepted accounting principles (“GAARgognized by the FASB to be applied
by nongovernmental entities in the preparatioriradricial statements issued for interim and annedbgs ending after September 15, 2009.
The Codification, which launched July 1, 2009, bhaanged the manner in which GAAP guidance is refsd, but did not have an impact on
the Company’s financial position, results of opierad or cash flows.

In December 2007, the FASB issued guidancardigg principles and requirements for how an aeguccounts for business combinatic
This guidance provides greater consistency in tise@nting and financial reporting of business carabons. It requires the acquiring entity in
a business combination to recognize all assetsrachand liabilities assumed in the transactiotgldshes the acquisitiotiate fair value as tt
measurement objective for all assets acquirediabdilies assumed, and requires the acquiror $oldse the nature and financial effect of the
business combination. This guidance is effectivebfgsiness combinations for which the acquisitiateds on or after the beginning of the first
annual reporting period beginning on or after Delneri5, 2008. Effective beginning January 1, 2008 ,Company will account for future
business combinations in accordance with its piong There has been no material impact on thefiahstatements; however, the future
effects of this guidance will affect any future aigijtions completed by the Company.

In December 2007, the FASB issued guidanastablish accounting and reporting standards ®ntincontrolling interest in a subsidiary
and for the deconsolidation of a subsidiary. Thiglgnce is effective for fiscal years beginninggafbecember 15, 2008. Effective beginning
January 1, 2009, the Company adopted this guidandehere has been no material impact on the fiabstatements.
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Note 2 — Earnings Per Share (EPS)
The share count used to compute basic antkdiluet income per share is calculated as follamvEhpusands):

Three Months Ended Nine Months Ended
September 30 September 30
2008 2009 2008 2009

Weighted average common shares outstan 35,50: 34,47" 36,24: 34,39:

Convertible preferred stoc 7,44( 7,44(
Shares used to compute basic net income applitalslemmor

stockholders 35,50: 41,91t 36,24: 41,83
Add dilutive common equivalent

Stock options 1,22: 94z 1,371 89¢

Restricted stock unil 11 62 11 34

Unvested restricted stock ( 50 0 68 0
Shares used to compute diluted net income appédabdommon

stockholder: 36,781 42 91¢ 37,69: 42,76¢

(1) Outstanding unvested common stock purchased byogexsd is subject to repurchase by the Companytemdfore is not included in tt
calculation of the weighte-average shares outstanding for basic earningshpee.

The following is a summary of the securitiesstanding during the respective periods that lieeen excluded from the calculations because
the effect on earnings per share would have begditutive (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2009 2008 2009
Stock options 3,157 4,89¢ 2,414 4,741
Restricted stock unit — 118 — 114

The following table sets forth the computatadrbasic and diluted EPS (in thousands, excepeirshare data):

Three Months Ended Nine Months Ended
September 30 September 30
2008 2009 2008 2009

Calculation of basic net income per share applicablto common

stockholders
Net income $ 4,82( $ 3,80 $14,20¢ $ 8,445

Convertible preferred stock accretion of discc — (85 — (159
Net income applicable to common stockholder $ 4,82( $ 3,720 $14,20¢ $ 8,297
Shares used to compute basic net income applitalslemmon

stockholder: 35,50¢ 41,91¢ 36,24 41,83:
Basic net income per share applicable to common stkholders $ 0.14 $ 0.0¢ $ 0.3¢ $ 0.2
Calculation of diluted net income per share applichle to common

stockholders
Net Income $ 4,82( $ 3,80¢ $14,20¢ $ 8,447

Convertible preferred stock accretion of discc — (85 — (159
Net income applicable to common stockholdel $ 4,82( $ 3,72 $14,20¢ $ 8,29:
Shares used to compute diluted net income appédabtommor

stockholders 36,781 42,91¢ 37,69: 42,76
Dilutive net income per share applicable to commostockholders $ 0.1: $ 0.0¢ $ 0.3¢ $ 0.1¢
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Note 3 — Acquisitions

On April 7, 2008, the Company acquired althe shares of capital stock of REApplications, lagprivate company incorporated in
Delaware (“REApps”) pursuant to a Stock Purchasee@gent dated as of April 7, 2008, by and amondbvapany and the shareholders of
REApps for a purchase price of $9.2 million netiofuired cash.

On July 29, 2008, the Company acquired alhefshares of capital stock of RPB Media, Inc.riggpe company incorporated in
Massachusetts pursuant to a Stock Purchase Agréelated as of July 29, 2008, by and among the Cagngad the sole shareholder of RPB
Media, Inc. for a purchase price of $2.1 milliort oéacquired cash. In addition, the Company isgaitéd to make additional cash payments up
to $750,000 if certain performance targets are mleich would be treated as additional considerafiorihe acquisition. On February 26, 20
the Company made a cash payment of $187,500, wajnlesents the first of four potential contingesmyment obligations. On July 27, 2009,
the Company made a second cash payment of $12%)@0August 19, 2008, Articles of Amendment werediith The Commonwealth of
Massachusetts to amend the exact name of the epiggofrom RPB Media, Inc. to LandAndFarm.com, IfftandAndFarm”).

The acquisitions of REApps and LandAndFarmensercounted for as a purchase consistent withuti®adtative guidance of Business
Combinations (see the Company’s 2008 Form 10-Kaétalitional information).

Note 4 — Series A Convertible Preferred Stock

On April 14, 2009, the Company completed a Billon private placement to accredited investhe “Purchasers”). The transaction was
exempt from registration pursuant to Section 42he Securities Act of 1933, as amended. Purstaetfie Securities Purchase Agreement (the
“Purchase Agreement”), the Company agreed to c¢hlie¢ Purchasers an aggregate of 50,000 sharesrafily-created Series A Convertible
Preferred Stock, par value $0.001 per share (teei¢S A Preferred Stock”). The Series A PreferrextiSis initially convertible into an
aggregate of 7,440,476 shares of the Company’s aomnstock, par value $0.001 per share (the “Comniook®), at a conversion price of
$6.72 per share (as may be adjusted for stocketids, stock splits or similar recapitalizations).

The holders of the Series A Preferred Stoekeatitled to receive, prior to any distributiontihe holders of the Common Stock, an amount
per share equal to the greater of (1) the Origssle Price, plus any declared and unpaid dividands2) the amount that Purchasers would
receive in respect of the shares of Common Statlalsie upon conversion of the Series A Preferredk3f all of the then outstanding Serie
Preferred Stock were converted into Common Stobk. fights, privileges and preferences of the Seiesnvertible preferred stock are set
forth in the Certificate of Designations of Serfe€onvertible Preferred Stock attached as an extilthe Company’s Form 8-K filed with the
SEC on April 2, 2009.

The transaction closed on April 14, 2009. fbeproceeds of $48 million from the issuance ef$leries A Preferred Stock are net of
issuance costs of $2 million. The Series A PreteBtock reported on the Company’s condensed catateti balance sheet consists of the net
proceeds plus the amount of accretion for issuansts. Such accretion costs are being accreted7@ueronths with such accretion being
recorded as a reduction in retained earnings.tethree months and nine month periods ended Sbpte3f, 2009, the Company recorded
accretion on the issuance costs of $85,000 and,$Q85respectively.

Note 5 — Stock-Based Compensation

In the first quarter of 2006, the Company @ddghe authoritative guidance of stock-based coisgaéon accounting. This guidance requires
that share-based payment transactions with empdyeeecognized in the financial statements basdteir fair value and recognized as
compensation expense over the vesting period. Dmepa@ny adopted this guidance effective Januar@Q6 2prospectively for new equity
awards issued subsequent to January 1, 2006.

In connection with this guidance, the Compeswewed and updated, among other things, itsitarierate, expected term and volatility
assumptions. The weighted average expected livergeadptions for the three and nine month perioated September 30, 2009 reflects the
application of the simplified method. The simplifimethod defines the life as the average of théractual term of the options and the
weighted average vesting period for all option ¢tiees. Estimated volatility for the three and ninenth periods ended September 30, 2009
reflects the application of the authoritative guida and, accordingly, incorporates historical vliatof similar companies whose share prict
publicly available.
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The fair value of each option is estimatedtendate of grant using the Black-Scholes methdl thie following assumptions:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2009 2008 2009
Risk-free interest rat 3.11% 2.47% 3.0(% 2.15%%
Expected volatility 42% 51% 42% 49%
Expected life 4.6 years 4.6 years 4.6 years 4.6 years
Dividend yield 0% 0% 0% 0%

The weighted-average fair value of optionsited during the three month period ended SepteBthe2008 and 2009 was $4.23 and $3.62,
respectively, and during the nine month periodsdr8eptember 30, 2008 and 2009 was $4.50 and $8<jkctively, using the Black-Scholes
method.

The Company periodically evaluates its forfstestimates and updates the estimates it uskes determination of its stock-based
compensation expense. During the third quarte082the Company updated the estimated forfeitititeses in the determination of its stock-
based compensation expense; this change was aokanlassessment that included an analysis cdhel number of equity awards that had
been forfeited to date compared to prior estimatesan evaluation of future estimated forfeitufidsee Company recorded a cumulative benefit
from the change in estimate which decreased staskécompensation expense by $736,000, increasettame by $544,000, and increased
basic and diluted net income applicable to comni@reholders by $0.01 per share.

The stock-based compensation benefit has &lémrated as follows (in thousands):

Cost of revenui $ (139
Sales and marketir (1,179
Technology and product developm: 13t
General and administrati\ 43¢

Total $ (736

The total stock-based compensation has béascatdd as follows (in thousands):

Three Months Ended Nine Months Ended
September 30 September 30
2008 2009 2008 2009

Cost of revenui $ 15¢ $ 4 $ 40¢ $ 361
Sales and marketir 554 (75%) 1,632 481
Technology and product developm: 347 69¢ 91¢ 1,74¢
General and administrati\ 46E 1,17¢ 1,41¢ 2,47

Total $ 1,51¢ $ 1,12¢ $ 4,37 $ 5,06:

Stock Plan Activity

Stock options and other equity awards aretgthhy the Company under its 2006 Equity Incenfilan. The 2006 Equity Incentive Plan
became effective on June 9, 2006. Prior to that,ddbck options were granted under the Comsa2§01 Stock Option Plan, which termina
on June 9, 2006.

A summary of the Company’s stock option atyivs as follows:

Options Outstanding Options Exercisable
Weighted Weighted
Weighted Average Weighted Average

Average Remaining Average Remaining

Number of Exercise Contractual Number of Exercise Contractual

Shares Price Life (Years) Shares Price Life (Years)

Outstanding at December 31, 2( 4,637,24i $ 10.1¢ 5.72 2,175,93! $ 7.9¢ 5.4
Granted 2,279,19 $ 7.27
Exercisec (182,679 $ 1.32
Cancellec (225,69 $ 13.5¢

Outstanding at September 30, 2( 6,508,06. $ 9.24 5.4¢ 3,076,53! $ 8.97 5.0Z
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A summary of the Company’s restricted stock aativity is as follows:

Unvested Restricted Stock Unit:
Weighted Average

Weighted Average Remaining
Grant Date Contractual
Number of Share: Fair Value Life (Years)
Balance at December 31, 20 195,00( $ 11.4; 1.74
Granted 245,00( $ 7.1¢
Vested (48,750 % 11.47
Cancellec — $ —
Outstanding at September 30, 2( 391,25( $ 8.7¢ 1.74

Note 6 — Income Taxes

The Company recorded a provision for inconxesaof $4.7 million for the nine month period end&=ptember 30, 2009, based upon a
35.5% effective tax rate. The effective tax ratbdsed upon the Compasyestimated fiscal 2009 income before the provifoincome taxes
To the extent the estimate of fiscal 2009 inconfetgethe provision for income taxes changes, the@any’s provision for income taxes will
change as well.

Note 7 — Stock Repurchases

On January 31, 2008, LoopNet's Board of Divextauthorized the repurchase of up to $50.0 milibthe Company’s common stock. The
stock repurchase program was announced on FelBuag08. On July 30, 2008, the Company announcatdite board of directors of the
Company authorized the repurchase of up to aniaddlt$50 million of the Company’s common stockeTepurchased shares are recorded as
treasury stock and are accounted for under thengetiiod. During the third quarter of 2009, the Campmade no repurchases. As of
September 30, 2009, $54.6 million remained avadléti purchases under the program.

The stock repurchase program may be limite@moninated at any time without prior notice. Stoeekurchases under this program may be
made through open market and privately negotiatetsactions at times and in such amounts as mamsgel®ems appropriate and will be
funded using the Company’s working capital. Thargrand actual number of shares repurchased wikide on a variety of factors including
corporate and regulatory requirements, price ahdraharket conditions. The program is intendeciomly with the volume, timing and other
limitations set forth in Rule 10b-18 under the Séms Exchange Act of 1934.

Note 8 — Litigation and Other Contingencies

Litigation and Other Legal Matters

See Part | Item 3 of our Annual Report on FaO¥K for the year ended December 31, 2008 fileidh wie Securities and Exchange
Commission on February 27, 2009 and Part Il Iteofl dur Quarterly Report on Form 10-Q for the quaeteded June 30, 2009 filed with the
Securities and Exchange Commission on August 59 280a description of certain pending legal praliegs against the Company.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.

You should read the following discussion and anslyg our management of our financial condition aeslults of operations in conjuncti
with our consolidated financial statements andaheompanying notes included elsewhere in this @uigrReport on Form 10-Q . This
discussion and other parts of this Quarterly Remort-orm 10-Q contain forward-looking statementst thvolve risks and uncertainties, such
as statements of our plans, objectives, expecttmd intentions. Our actual results could diffeaterially from those discussed in the
forward-looking statements. Factors that could cause mtriloute to such differences include, but are moited to, those discussed in Item 1A
of Part Il, “Risk Factors.”

Overview

We are a leading online marketplace for conamaéreal estate in the United States, based ondh&er of monthly unique visitors to our
marketplace, which averaged approximately 800,00§ue visitors per month during 2006, approxima@d,000 per month during 2007 and
2008, and approximately 1,000,000 per month duttiegthird quarter of 2009 as reported by comScoeeiMetrix. comScore Media Metrix
defines a unique visitor as an individual who éditany content of a website, a category, a chaonah application. Our online marketplace,
available atvww.LoopNet.comenables commercial real estate agents, workingebalf of property owners and landlords, to listgerties fol
sale or for lease and submit detailed informatiompoperty listings including qualitative descripts, financial and tenant information,
photographs and key property characteristics iemotal find a buyer or tenant. We offer two typesremberships on the LoopNet online
marketplace. Basic membership is available freehafrge, and enables members to experience sorhe bénefits of the LoopNet offering,
with limited functionality. LoopNet premium membhig is available for a monthly subscription fee gmdvides enhanced marketing expos
for property listings and full access to LoopNetperty listings, as well as numerous other feature minimum term of a premium
membership subscription is one month.

We believe that the key metrics that are nitéy an analysis of our business are the numbeuregistered members, the number of
monthly unique visitors to our marketplace, the bemof our premium members, the average monthlgaiftion price paid by our premium
members and the cancellation rate of our premiummipges. We also believe that the number of listog®ur marketplace and the number of
property profiles viewed by visitors to LoopNet &y metrics, as they affect the attractivenessuofwebsite to current and potential
customers. Our registered members have grown faproaimately 1.7 million as of December 31, 20@6oter 2.5 million as of
December 31, 2007, to over 3.2 million as of Decendd, 2008, to over 3.7 million as of September2B®9. The number of monthly unique
visitors to our marketplace averaged 800,000 ir62000,000 in 2007 and 2008, and 1,000,000 intind guarter 2009. Our premium
members were approximately 78,000 as of Decemhe2(®16, 88,000 as of December 31, 2007, 77,000 Be@ember 31, 2008, and 70,000
as of September 30, 2009. The average monthly spben price paid by our premium members has iase&l from $47.26 in the fourth
quarter of 2006, to $56.00 in the fourth quarte2@d7, to $65.64 in the fourth quarter of 2008, 8n#166.09 in the third quarter of 2009. Since
the fourth quarter of 2007, our average monthlycediation rate for premium members has exceededhistorical rate. The average monthly
cancellation rate in the third quarter of 2009 ¥ethin the 4.5% to 6.5% range we began seeingy@ars ago, and which improved from 6.8%
in the second quarter of 2009. We believe the hiighacellation rate in the last two years is pritgdhe result of a significant slow-down in
transaction activity in the commercial real estatkistry that began in the fourth quarter of 20l to deteriorating economic conditions and
due to the “credit crunch” impacting the availalyiand cost of debt capital for real estate tratisas. Premium membership fees have driven
the majority of our growth in revenues since 200d were the source of approximately 80% of our meres in 2006, 77% of our revenue in
2007, 75% of our revenue in 2008 and 74% of ouemere in the third quarter of 2009. The numbersiirlgs on our marketplace has grown
from approximately 460,000 as of December 31, 2@®&pproximately 560,000 as of December 31, 2@0@pproximately 652,000 as of
December 31, 2008, to approximately 729,000 aspfesnber 30, 2009. The number of property profties were viewed by visitors to
LoopNet was 44.1 million in the third quarter of00compared to 44.4 million in the third quarte2608.

Our Revenues and Expenses
Our primary sources of revenues are:
* LoopNet premium membership fet
» BizBuySell BrokerWorks membership fees and paitihiis;
» LoopNet RecentSales membership fe
» LoopLink product license fees; a

» advertising on, and lead generation from, our ntptkees.
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Our revenues have grown in the past threesyfeam $48.4 million in 2006, to $70.7 million i®@7 and to $86.1 million in 2008, although
we currently expect our 2009 revenues to be less 2008. We had revenues of $18.8 million and $68llion in the three and nine month
periods ended September 30, 2009. We have beetaptefand cash flow positive each quarter sineesttcond quarter of 2003. The key
factors influencing our growth in revenues in tlzestoare:

» the increased adoption of our premium membershipces by the commercial real estate indus
* increases in the average monthly subscription pi@air premium membership produ
» the increased adoption of our RecentSales serbicse commercial real estate industry;

» our acquisition of BizBuySell in October, 2004, a&hd increased adoption of our services by theaimer business for sa
industry.

Our ability to grow our revenues will largelgpend on our ability to expand the number of usévavw.LoopNet.corand
www.BizBuySell.corand to convince those users to upgrade to ourgeaidces, especially premium membership.

We derive the substantial majority of our nrewes from customers that pay monthly fees for & @fiservices to market and search for
commercial real estate and operating businessesfeEhfor our LoopNet premium membership avera@@&(® per month during the third
quarter of 2009. The minimum term of a premium mership subscription is one month. We also offergguly and annual memberships
which are priced and discounted accordingly, and peadvance for the subscription period. A custoichoosing to cancel a discounted
annual or quarterly membership will receive a reffbased on the number of months the membershiusesand charging the customer at
monthly rate rather than at the discounted quartarbnnual rates. We also license our LoopLinkdpat to commercial real estate brokerage
firms who pay a monthly, quarterly or annual feer 6ur BrokerWorks product at BizBuySell, we cha$g®.95 per month. We also charge
fees associated with marketing individual businge$iséed on BizBuySell. For our RecentSales produetcharge $29.95 per month or $1.9
$3.95 for an individual transaction.

Revenues from other sources include advegtiaind lead generation revenues from both our LobpNe BizBuySell marketplaces, which
are recognized ratably over the period in whichatieertisement is displayed, provided that no §igamt obligations remain and collection of
the resulting receivable is probable. Advertisiates are dependent on the services provided arplabement of the advertisements. To date,
the duration of our advertising commitments hasegally averaged two to three months.

The largest component of our expenses is paet@osts. Personnel costs consist of salarie®fite and incentive compensation for our
employees, including commissions for salespeogies& expenses are categorized in our statemeopedtions based on each employee’s
principal function.

Critical Accounting Policies and Estimates

Our consolidated financial statements aregmexbin accordance with GAAP. The preparation e§¢hconsolidated financial statements
requires us to make estimates and assumptionaffieat the reported amounts of assets, liabilitiegenues, costs and expenses and related
disclosures. On an ongoing basis, we evaluatesiimates and assumptions. Accordingly, our acesllts may differ from these estimates
under different assumptions or conditions.

Our significant accounting policies are desed in Note 1 to the consolidated financial stat@ecluded in our annual report on Form 10-
K for the year ended December 31, 2008.

Seasonality and Cyclicality

The commercial real estate market is influenzg annual seasonality factors, as well as byalveconomic cycles. The market is large and
fragmented, and different segments of the indwsteyinfluenced differently by various factors. Bibyaspeaking, the commercial real estate
industry has two major components: tenants leagiage from owners or landlords, and the investmmamket for buying and selling
properties.

We have experienced seasonality in our busiimethe past, and expect to continue to experiéringhe future. While individual geograp!
markets vary, commercial real estate transactitimiycis fairly consistent throughout the year tiwthe exception of a slow-down during the
end-of-year holiday period.

The commercial real estate industry has hcsttly experienced cyclicality. The different segmteeof the industry, such as office, industrial,
retail, multi-family, and others, are influencedfeliently by different factors, and have historigahoved through cycles with different timing.
The “for lease” and “for sale” components of therked also do not necessarily move on the same giroyiele. During the past several quarters
transaction activity in the commercial real estatiistry has slowed significantly, due to detetimgeconomic conditions and due to the
“credit crunch” impacting the availability and cagtdebt capital for real estate transactions. \&eebe these conditions have negatively
impacted our business.
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Results of Operations

The following table presents our historicaégiing results as a percentage of revenues fqratieds indicated:

Three Months Ended September 3( Nine Months Ended September 3(
2008 2009 2008 2009
(unaudited)
Revenue: 100.(% 100.(% 100.(% 100.(%
Cost of revenu 12.€ 14.2 12.5 14.5
Gross margit 87.2 85.¢ 87.7 85.7
Operating expenst
Sales and marketir 21.C 14.1 22.1 19.€
Technology and product developm 10.: 15.1 10.z 13.€
General and administrati 23.5 29.5 21.¢ 30.C
Total operating expens 54.€ 58.7 54.2 63.4
Income from operation 32.t 27.1 33.k 225
Interest and other income, r 2.C 0.3 2.9 0.3
Income before ta 34.€ 27.4 36.4 22.t
Income tax expens 13.1 7.1 14.€ 8.C
Net income 21.5 20.2 21.¢€ 14.5
Convertible preferred stock accretion of discc — (0.5) — (0.3
Net income applicable to common stockholc 21.5% 19.8% 21.9% 14.2%

Comparison of Three Months Ended September 30, 20Gthd 2009

Revenues
Three Months Ended September 3C
Percent
2008 2009 Decrease Change
(dollars in thousands)
Revenue! $22,40: $18,79¢ $ 3,60¢ 16.1%
Premium members at Septembet 83,80: 69,80¢ 13,99« 16.7%

The decrease in revenues was primarily deeldaver premium membership base due to the imgabecdepressed market conditions in
commercial real estate industry.

We anticipate that revenues will decreaseiinré periods due to the current market conditisasare experiencing.

Cost of Revenues

Three Months Ended September 30,

Percent
2008 2009 Decrease Change
(dollars in thousands)
Cost of revenue $2,87¢ $2,67( $20¢€ 7.2%
Percentage of revenu 12.8% 14.2%

Cost of revenues consists of the expensesiassd with the operation of our website, includdepreciation of network infrastructure
equipment, salaries and benefits of network opamatpersonnel, Internet connectivity and hostinggsaCost of revenues also includes salaries
and benefits expenses associated with our dat#yquta import and customer support personnelcaedit card and other transaction fees
relating to processing customer transactions.
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The decrease in cost of revenues was due plynhalower stock-based compensation, which daseel to $4,000 in the third quarter of
2009 compared to $153,000 in the third quarter0O82 See Note 5 of Notes to Condensed Consoliddtethcial Statements included in this
Quarterly Report on Form 10-Q.

We expect cost of revenues to potentiallygase in absolute dollar amounts and as a perceotageenues, as we continue to aggregate
listing content.

Sales and Marketing

Three Months Ended September 30,

Percent
2008 2009 Decrease Change
(dollars in thousands)
Sales and marketir $4,711 $2,65( $2,061 43.7%
Percentage of revenu 21.(% 14.1%

Sales and marketing expenses consist of thgpensation and associated costs for sales and imarkersonnel, advertising, public
relations and other promotional activities.

The decrease in sales and marketing expersesgue in part to lower advertising costs and lcsades commissions. Also contributing to
the decrease was lower stock-based compensatidch diacreased to a benefit of $755,000 in the thirarter of 2009 compared to $554,000
in the third quarter of 2008. See Note 5 of Note€bndensed Consolidated Financial Statementsdadlin this Quarterly Report on Form 10-

Q.

We expect sales and marketing expenses tofdte increase in absolute dollar amounts and psrcentage of revenues, as we continue tc
expand our marketing programs to attract and rets@mium members.

Technology and Product Development

Three Months Ended September 3C

Percent
2008 2009 Increase Change
(dollars in thousands)
Technology and product developm $2,301 $2,83: $532 23.1%
Percentage of revenu 10.5% 15.1%

Technology and product development costs dekxpenses for the research and development oprauct enhancements and service
well as improvements to and maintenance of exigtioglucts and services.

The increase in technology and product devety expenses was due in part to increases iriesakard related costs associated with the
launch of new product enhancements and servicethaendaintenance of our existing services. Alsdrgiomting to the increase was higher
stockbased compensation, which increased to $699,00ithird quarter of 2009 compared to $347,00Génthird quarter of 2008. See N
5 of Notes to Condensed Consolidated FinanciaeBtants included in this Quarterly Report on ForrQL0

We expect technology and product developmepeieses to potentially increase in absolute dallaounts and as a percentage of revenues,
as we continue to build the infrastructure requicedupport the development of new products aneicses.

General and Administrative

Three Months Ended September 3C

Percent
2008 2009 Increase Change
(dollars in thousands)
General and administrati\ $5,22 $5,541 $32C 6.12%
Percentage of revenu 23.% 29.5%

General and administrative expenses consisiapity of salaries and related expenses for exeeuaccounting, billing and human resour
personnel. These costs also include insurance rarfielsgional fees, rent and related expenses. Riofes fees primarily consist of outside le
and audit fees.

The increase in general and administrativeergps was due to higher stock-based compensathich imcreased to $1,174,000 in the third
quarter of 2009 compared to $465,000 in the thirarger of 2008. See Note 5 of Notes to Condensed@iolated Financial Statements
included in this Quarterly Report on Form 10-Q.tRaoffsetting this increase was lower legal fessaiated with litigation matters.

We expect general and administrative expettspetentially increase in absolute dollar amowamd as a percentage of revenues, as we
continue to incur additional litigation related tos
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Interest Income

Interest and other income decreased by $40%®®$52,000 in the three months ended Septemh&089, from $459,000 in the three
months ended September 30, 2008. This decreasdugas lower interest rates.

Income Taxe

We recorded a provision for income taxes o8$tillion for the three month period ended Septen8®, 2009, based upon a 35.5%
effective tax rate for the full year of 2009. THéeetive tax rate is based upon our estimated i2889 income before the provision for income
taxes. To the extent the estimate of fiscal 20@8nme before the provision for income taxes changasprovision for income taxes will char
as well.

Comparison of Nine Months Ended September 30, 20@G8d 2009

Revenues
Nine Months Ended September 30,
Percent
2008 2009 Decrease Change
(dollars in thousands)
Revenue: $65,01¢ $58,14¢ $ 6,87¢ 10.€%
Premium members at Septembel 83,80: 69,80¢ 13,99« 16.7%

The decrease in revenues was primarily daeldaver premium membership base due to the imdabecdepressed market conditions in
commercial real estate industry.

Cost of Revenues

Nine Months Ended September 30,

Percent
2008 2009 Increase Change
(dollars in thousands)
Cost of revenue $7,99¢ $8,33¢ $34E 4.2%
Percentage of revenu 12.2% 14.2%

Cost of revenues consists of the expensesiasso with the operation of our website, includdepreciation of network infrastructure
equipment, salaries and benefits of network opamatpersonnel, Internet connectivity and hostirggssdCost of revenues also includes salaries
and benefits expenses associated with our dat#yquta import and customer support personnelcaedit card and other transaction fees
relating to processing customer transactions.

The increase in cost of revenues was due tocaease in salaries and benefit costs relateétm quality, data import and customer support
personnel, which was required in order to supportincreased property listing and user activity.

Sales and Marketing

Nine Months Ended September 3C

Percent
2008 2009 Decrease Change
(dollars in thousands)
Sales and marketir $14,37¢ $11,37¢ $3,001 20.€%
Percentage of revenu 22.1% 19.6%

Sales and marketing expenses consist of thgpensation and associated costs for sales and imarkersonnel, advertising, public
relations and other promotional activities.

The decrease in sales and marketing expersefvpart due to lower advertising costs and lcsades commissions. Also contributing to
the decrease was lower stock-based compensatidch wbcreased to $481,000 in the nine months eS8dptember 30, 2009 compared to
$1,632,000 in the nine months ended Septemberd®®. Zee Note 5 of Notes to Condensed Consolidatethcial Statements included in this
Quarterly Report on Form 10-Q.
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Technology and Product Development

Nine Months Ended September 3C

Percent
2008 2009 Increase Change
(dollars in thousands)
Technology and product developm: $6,64¢ $8,041 $1,39¢ 21.(%
Percentage of revenu 10.2% 13.8%

Technology and product development costs dekxpenses for the research and development oprasuct enhancements and service
well as improvements to and maintenance of exigtioglucts and services.

The increase in technology and product devetyg expenses was due in part to increases iresatard related costs associated with the
launch of new product enhancements and servicethendaintenance of our existing services. Alsdrdouting to the increase was higher
stock-based compensation, which increased to $0@@5n the nine months ended September 30, 200®a®d to $919,000 in the nine
months ended September 30, 2008. See Note 5 o Mpnteondensed Consolidated Financial Statemediigdied in this Quarterly Report on
Form 10-Q.

General and Administrative

Nine Months Ended September 30,

Percent
2008 2009 Increase Change
(dollars in thousands)
General and administrati\ $14,23: $17,41¢ $3,18¢ 22..%
Percentage of revenu 21.% 30.(%

General and administrative expenses consisiapity of salaries and related expenses for exeeuaccounting, billing and human resour
personnel. These costs also include insurance rarfielsgional fees, rent and related expenses. Riofes fees primarily consist of outside le
and audit fees.

The increase in general and administrativeeegps was due in part to higher legal fees asedardth litigation matters. Also contributing
to the increase was higher stock-based compensatioch increased to $2,475,000 in the nine moetided September 30, 2009 compared to
$1,418,000 in the nine months ended September0®®. Bee Note 5 of Notes to Condensed Consolidatehcial Statements included in this
Quarterly Report on Form 10-Q.

Interest Income

Interest and other income decreased by $1Q085p $159,000 in the nine months ended SepteBhe2009, from $1,914,000 million in t
nine months ended September 30, 2008. This decvemsdue to lower interest rates. As of SeptemBe2B09, we held $125.5 million in
cash, cash equivalents and short-term investmemnspared to $69.4 million in cash, cash equivalantsshort-term investments as of
September 30, 2008.

Income Taxes

We recorded a provision for income taxes o7 $dillion for the nine month period ended Septen8ik 2009, based upon a 35.5% effective
tax rate for the full year of 2009. The effectiea rate is based upon our estimated fiscal 2008mecbefore the provision for income taxes. To
the extent the estimate of fiscal 2009 income lgefbe provision for income taxes changes, our grorifor income taxes will change as well.

Liquidity and Capital Resources

The following table summarizes our cash flows:

Nine Months Ended
September 30,
2008 2009
(unaudited)
(in thousands)

Cash flow data:

Cash provided by operating activiti $ 19,49 $14,68¢
Cash used in investing activiti (24,379 (2,414
Cash provided by (used in) financing activit (43,579 48,44*

As of September 30, 2009, our cash, cash abgrits and short-term investments totaled $125lmicompared to $69.4 million in cash,
cash equivalents and short-term investments asmtegiber 30, 2008. The amount includes $48 millicaggregate net proceeds received on
April 14, 2009 pursuant to our sale of Series Avastible preferred stock to certain accredited stoes.

Cash equivalents and short-term investmentsisbof money market funds, and debt securitiaswhe classify as available for sale. Our
principal sources of liquidity are our cash, caghiealents and short-term investments, as welhaséash flow that we generate from our
operations. We do not currently have any commedsal or posted letters of credit.
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Operating Activities

Net cash provided by operating activities faniity consists of net income adjusted for certain4gash items, including depreciation,
amortization, stock-based compensation, and tleetedf changes in working capital. Net cash prodidg operating activities was
$19.5 million and $14.7 million in the nine montrsded September 30, 2008 and 2009, respectivetyd&brease in cash provided by
operating activities in the nine month period en8egtember 30, 2009 compared to the nine montbgended September 30, 2008 was
primarily due to lower net income generated byGlenpany.

Investing Activities

Cash used in investing activities in the nimenths ended September 30, 2009 of $2.4 millionatimdbutable to capital expenditures of
$1.3 million for the purchase of computer equipmeffice equipment and furniture and leasehold mrpments, the purchase of investments
of $750,000, and $312,000 contingent purchase pagenents related to the July 2008 acquisitionafdAndFarm.com.

Cash used in investing activities in the nimenths ended September 30, 2008 of $14.4 millios atiibutable to the July 29, 2008
acquisition of LandAndFarm of $2.1 million, the Alpf, 2008 acquisition of REApplications, Inc. d.8 million, a $1.3 million contingent
purchase price payment related to the August 208Qdisition of CityFeet.com, the purchase of invesiits of $750,000, and capital
expenditures of $1.0 million primarily for the phiase of computer equipment, office equipment amitiwre, and leasehold improvements.

Financing Activities

Cash provided by financing activities in theexmonths ended September 30, 2009 of $48.4 wrtsuahble to $48.0 million in aggregate
net proceeds from the sale of Series A converpbdéerred stock to certain accredited investor§0$100 of proceeds from the exercise of
stock-based awards and a $288,000 tax benefit ihenexercise of stock options.

Cash used in financing activities in the ninenths ended September 30, 2008 of $43.6 millios pvamarily attributable to the Company’s
stock repurchases in the amount of $44.6 millionigldy offset by $327,000 of proceeds from the reige of stock options and a $689,000 tax
benefit from the exercise of stock options.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

The primary objective of our investment adies is to preserve principal while at the sameetimaximizing yields without significantly
increasing risk. To achieve this objective, we shia short-term, high-quality, interest-bearinggdties. Our investments in debt securities are
subject to interest rate risk. To minimize our esyor@ to an adverse shift in interest rates, wesinveshort-term securities and maintain an
average maturity of one year or less. If interatts were to instantaneously increase or decrgas@basis points, the change in the fair
market value of our shotérm investment would not be a material amountutofimancial statements. There have not been anignmabchange
during the period covered by this Quarterly Repoarform 10-Q to our primary market risk exposuogd)ow these exposures are managed.

Item 4. Controls and Procedures.

(a) Evaluation of disclosure controls and procedutdader the supervision and with the participatiomof Company’s management,
including the Chief Executive Officer and Chief &irtial Officer, the Company has evaluated the #ffecess of the design and operation of
our disclosure controls and procedures pursuaRute 13a-15 under the Securities Exchange Act 84 the “Exchange Act’as of the end ¢
the period covered by this Quarterly Report on F&f¥Q. Based on that evaluation, the Company’s f&mecutive Officer and Chief
Financial Officer concluded that our disclosuretecols and procedures were effective to that infdromawe are required to disclose in reports
that we file or submit under the Exchange Act orded, processed, summarized and reported whkitime periods specified in Securities
and Exchange Commission rules and forms, and titét isformation is accumulated and communicateaslitomanagement, including our
Chief Executive Officer and Chief Financial Officas appropriate, to allow timely decisions regagdiequired disclosure.

(b) Changes in internal control over financial refing. There was no change in our internal control ovsairfcial reporting that occurred
during the period covered by this Quarterly ReporForm 10-Q that has materially affected, or &somably likely to materially affect, our
internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings.

See Part | Item 3 of our Annual Report on FaO¥K for the year ended December 31, 2008 filedh wie Securities and Exchange
Commission on February 27, 2009 and Part |l Iteof dur Quarterly Report on Form 10-Q for the quaeteded June 30, 2009 filed with the
Securities and Exchange Commission on August 59 280a description of certain pending legal praliegs against the Company.

Item 1A. Risk Factors.

We have updated the risk factors previousdgldsed in Part | Item 1A of our Annual Report anrR 10K for the year ended December
2008, which was filed with the Securities and Exg®Commission on February 27, 2009.

Because of the factors set forth below aneivehgre in this report and in other documents veal filith the SEC, as well as other variables
affecting our operating results and financial ctindj past financial performance may not be a b&diandicator of future performance, and
historical trends should not be used to anticipeselts or trends in future periods.

Risks Related to Our Business

The ongoing decline in the commercial real estatanket and overall economy could negatively affecir sevenues, expenses and operating
results.

Our business is sensitive to trends in theegdreconomy and trends in commercial real estatets, which are unpredictable and conti
to experience severe disruptions. Currently, tleicicrisis and turbulence in the debt marketsinaetto affect the investment sales market,
contributing to a significant slow down in our irelty, which we anticipate will continue through tieenainder of 2009. These negative ger
economic conditions could further reduce the overalount of sale and leasing activity in the conuia@mreal estate industry, and hence the
demand for our services. Conditions such as coetirtightening in credit markets, reduced industiglenransaction volumes and negative
trends in consumer confidence in global and dormeséirkets could also further dampen the general@uog, and our business. While we
believe the increase in the number of distressked sand resulting decrease in asset prices wilteadly translate to greater market activity,
current overall reduction in sales transaction rr@continues to negatively impact our businessréffbee, our operating results, to the extent
they reflect changes in the broader commercialegstte industry, may be subject to significanttfiations. Factors that are affecting and c
further affect the commercial real estate industcyude:

e periods of economic slowdown or recession globatlyhe United States or locall

* inflation;

» flows of capital into or out of real estate investrhin the United States or various regions ofuhéed States
* rates of unemploymen

* interest rates

» the availability and cost of capit:

* wage and salary levels;

» concerns about any of the foregoil
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We believe that the commercial real estatastry is composed of many submarkets, each of wikigtfluenced differently, and often in
opposite ways, by various economic factors. Weebelthat commercial real estate submarkets caiffeeetitiated based on factors such as
geographic location, value of properties, whethrepprties are sold or leased, and other factorsh Each submarket may be affected
differently by, among other things:

» economic slowdown or recessic

» changes in levels of rent or appreciation of agaktes;
» changing interest rate

» tax and accounting policie

» the availability and cost of capit:

» costs of constructior

» increased unemploymer

* lower consumer confidenc

» lower wage and salary leve

» war, terrorist attacks or natural disasters

» the public perception that any of these conditimay occur

For example, as of September 30, 2009, mane 26% of our premium members were based in Caldand more than 11% were based in
Florida. Negative conditions in these or other Bigant commercial real estate submarkets coulgrdigortionately affect our business as
compared to competitors who have less or diffegeigraphic concentrations of their customers. Aaluttly, negative general economic
conditions could further reduce the overall ammfrgale and leasing activity in the commercial esthte industry, and hence the demand for
our services. Events such as a war or a signifigararist attack are also likely to affect the get economy, and could cause a slowdown in
the commercial real estate industry and therefedece utilization of our marketplace, which cowdduce our revenue from premium memt
In addition, the occurrence of any of the eversttetl above could increase our need to make signifiexpenditures to continue to attract
customers to our marketplace.

Our business is largely based on a subscription mip@nd accordingly, any failure to increase the mber of our customers or retain
existing customers could cause our revenues to ithecl

Our customers include premium members of mapNet marketplace, LoopLink users, users of ouBBySell, Cityfeet and LandAndFa
marketplaces, RecentSales subscribers, REApplicatisers and advertising and lead generation cessodlost of our revenues are gener:
by subscription fees paid by our premium membets.dgPowth depends in large part on increasing tirabrer of our free basic members and
then converting them into paying premium membessyell as retaining existing premium members. Eitaegory of members may decide
not to continue to use our services in favor cdralate services or because of budgetary const@imther reasons. Since the fourth quarter of
2007, our average monthly cancellation rate fonpuen members has exceeded our historical rate. &ieve the higher cancellation rate in
the last two years is primarily the result of andfigant slow-down in transaction activity in thernmercial real estate industry that began in the
fourth quarter of 2007, due to deteriorating ecoitozonditions and due to the “credit crundhipacting the availability and cost of debt cag
for real estate transactions.

If our existing members choose not to usesewvices, decrease their use of our services,angehfrom being premium members to basic
members, or we are unable to attract new membstiagls on our site could be reduced, search &gt our website could decline, the
usefulness of our services could be diminished vemdould incur significant expenses and/or expegedeclining revenues.

The value of our marketplace to our custongdependent on increasing the number of propestindgs provided by and searches
conducted by our members. To grow our marketpleemust convince prospective members to use ouicgsr Prospective members may
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not be familiar with our services and may be aamstd to using traditional methods of listing, searg, marketing and advertising
commercial real estate. We cannot assure you taatilvbe successful in continuing to acquire morembers, in continuing to convert free
basic members into paying premium members or thafuture sales efforts in general will be effeetiVurther, it is difficult to estimate the
total number of active commercial real estate agygmbperty owners, landlords, buyers and tenantse United States during any given
period. As a result, we do not know the extent kiclw we have penetrated this market. If we reaetpthint at which we have attempted to sell
our services to a significant majority of commekcéal estate transaction participants in the Wh@¢ates, we will need to seek additional
products and markets in order to maintain our o&igrowth of revenues and profitability.

We rely on our marketing efforts to generate nevgigtered members. If our marketing efforts are ifiective, we could fail to attract new
registered members, which could reduce the attraetiess of our marketplace to current and potentaktomers and lead to a reduction in
our revenues.

We believe that the attractiveness of ourisesvand products to our current and potentialornsts increases as we attract additional
members who provide additional property listingg€onduct searches on our marketplace. This is Iseca increase in the number of our
members and the number of listings on our websdeeases the utility of our website and of its agded search, listing and marketing
services. In order to attract new registered mesjbvee rely on our marketing efforts, such as wdrdhouth referrals, direct marketing, online
and traditional advertising, sponsoring and attegdidcal industry association events, and attendimtjexhibiting at industry trade shows and
conferences. There is no guarantee that our magkefforts will be effective. If we are unable tifeetively market our products and service
new customers, or convert existing basic membeaosgremium members, our revenues and operatindgtsesauld decline as a result of curr
premium members failing to renew their premium merships and potential premium members failing toob®e premium members.

If we are unable to obtain or retain listings frormommercial real estate brokers, agents, and propenvners, our marketplace could be le
attractive to current or potential customers, whidould result in a reduction in our revenues.

Our success depends substantially on the nuaflm®mmercial real estate property listings sutediby brokers, agents and property
owners to our online marketplace. The number @htis on our marketplace has grown from approxiigat60,000 as of December 31, 2006,
to approximately 560,000 as of December 31, 2GD@pproximately 652,000 as of December 31, 2008pfoximately 729,000 as of
September 30, 2009. If agents marketing large nusndfgoroperty listings, such as large brokersemg feal estate markets, choose not to
continue their listings with us, or choose to fig¢m with a competitor, our website would be latmetive to other real estate industry
transaction participants, thus resulting in camcefiremium memberships, failure to attract andiretaw members, or failure to attract
advertising and lead generation revenues.

We may be unable to compete successfully with aurent or future competitors.

The market to provide listing, searching aratheting services to the commercial real estatastrgl is highly competitive and fragmented,
with limited barriers to entry. Our current or neampetitors may adopt certain aspects of our basimedel, which could reduce our ability
differentiate our services. All of the services @rhive provide to our customers, including propeariy business listing, searching, and
marketing services, are provided separately ooimhination to our current or potential customerother companies that compete with us.
These companies, or new market entrants, will comltito compete with us. Listings in the commenadal estate industry are not marketed
exclusively through any single channel, and acowigtiour competition could aggregate a set ofriggi similar to ours. Increased competition
could result in a reduction in our revenues orrate of acquisition of new customers, or loss a$ting customers or market share, any of
which would harm our business, operating resultsfarancial condition.

We compete with CoStar Group, Inc., a provifeénformation and research services to the coroiakreal estate market. Some of the
services that CoStar offers directly compete withgroduct offering. For example, CoStar providesimercial real estate for sale and for
lease property listings which compete directly vatir online commercial real estate marketplace.

Several companies, such as Property Lineriatemal, Inc., have created online property Igtservices that compete with us. These
companies aggregate property listings obtainedutitravarious sources, including from commercial eshte agents. In addition, newspapers
typically include on their websites listings of corarcial real estate for sale and for lease. Ifawrent or potential customers choose to use
these services rather than ours, demand for ouicssrcould decline.

Additionally, the National Association of READRS ®, or NAR, its local boards of REALTORS ®, #arious affiliates, and other third
parties have in the past created, and they or ®thay in the future create, commercial real estditemation and listing services. These
services could provide commercial real estate dte and for lease property listings which compétectly with our online commercial real
estate marketplace. If they succeed in attractisigrificant number of commercial real estate taation participants, demand for our services
may decrease.

Large Internet companies that have large nases and significantly greater financial, tecHracal marketing resources than we do, such as
eBay Inc. and craigslist, Inc., provide commerocéall estate listing or advertising services in tiddito a wide variety of other products or
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services. Other large Internet companies, suchoagg, Yahoo! and Microsoft, have classified ligtservices which could be used to market
and search for commercial real estate properipdjst Competition by these companies could redeoeashd for our services or require us to
make additional expenditures, either of which caelduce our profitability.

Our operating results and revenues are subjectltefuations that may cause our stock price to deelj and our quarterly financial results
may be subject to seasonality, each of which catddise our stock price to decline.

Our revenues, expenses and operating resautsfluctuated in the past and are likely to cargito do so in the future. Our revenues,
expenses and operating results may fluctuate fromnter to quarter due to factors including thosscdbed below and elsewhere in this
Quarterly Report on Form 10-Q:

» rates of member adoption and retenti

» changes in our pricing strategy and timing of cleam

» changes in our marketing or other corporate stiase

» ourintroduction of new products and services @anges to existing products and servi
» the amount and timing of our operating expensescapdal expenditure:

» the amount and timing of n-cash stoc-based charge

» the amount and timing of litigation related expen

» costs related to acquisitions of businesses ontdobies; anc

» other factors outside of our contr

Our results of operations could vary signffitta from quarter to quarter due to the seasontlraaof the commercial real estate industry.
The timing of widely observed holidays and vacagpeniods, particularly slow downs during the endreér holiday period, and availability of
real estate agents and related service providemsgithese periods, could significantly affect quiarterly operating results during that period.
For example, we have historically experienced ai@ant decline in the rate of growth of both nevemberships and revenues during the
fourth quarter.

These fluctuations or seasonality effects dmégatively affect our results of operations dyitime period in question and/or future perioc
cause our stock price to decline.

If we are unable to introduce new or upgraded sees$ or products that our customers recognize asigble, we may fail to attract ne
customers or retain existing customers. Our effottsdevelop new and upgraded products and servamedd require us to incur significant
costs.

To continue to attract new members to oumaninarketplace, we may need to continue to intredisewv products or services. We may
choose to develop new products and services indiepélly or choose to license or otherwise integcatgent and data from third parties.
Developing and delivering these new or upgradedices or products may impose costs and requirattieation of our product and technology
department and management. This process is castiiywe may experience difficulties in developing delivering these new or upgraded
services or products. In addition, successfullypting and selling a new service or product widjuiee the use of our sales and marketing
resources. Efforts to enhance and improve the @asse, responsiveness, functionality and featafesir existing products and services have
inherent risks, and we may not be able to managgetproduct developments and enhancements sudlyedsfue are unable to continue to
develop new or upgraded services or products, dbercustomers may choose not to use our produdsreices.

We could face liability for information on our welite.

We provide information on our website, incluglicommercial real estate listings, that is suladitty our customers and third parties. We
also allow third parties to advertise their produamd services on our website and include linkkitd-party websites. We could be exposed to
liability with respect to this information. Customsecould assert that information concerning thenownwebsite contains errors or omissions
and third parties could seek damages for lossesried if they rely upon incorrect information prded by our customers or advertisers. We
could also be subject to claims that the persostimmpinformation on our website do not have tlghtito post such information or are
infringing the rights of third parties. In 1999, tar sued us, claiming that we had directly anétéatly infringed their copyrights in
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photographs by permitting our members to post tipbstographs on our website. Although the couttddsrulings that were favorable to us in
that litigation, other persons might assert similaother claims in the future. For example, ineJ2009, CoStar filed a complaint against us
alleging that we have infringed their copyrightslarademarks because photographs bearing CoStgoshat were posted by third parties
allegedly appeared in our RecentSales product. Anatimer things, we might be subject to claims thatlirectly or indirectly providing links

to websites operated by third parties, we wouldldi#e for wrongful actions by the third partiesevating those websites. Even if these claims
do not result in liability to us, we could incugaificant costs in investigating and defending agathese claims.

The Digital Millennium Copyright Act, or DMCAgallows copyright owners to obtain subpoenas colmgetlisclosure by an Internet service
provider of the names of customers of that Inteseetice provider. We have been served with subp@enas in the past, and may in the fu
be served with additional such subpoenas. Comg@iarith subpoenas under the DMCA may divert ourueses, including the attention of our
management, which could impede our ability to ofgecar business.

Our potential liability for information on owebsites or distributed by us to others could irequs to implement additional measures to
reduce our exposure to such liability, which mayuiee us to expend substantial resources and tiaitittractiveness of our online marketpl
to users. Our general liability insurance may raxer all potential claims to which we are exposed may not be adequate to indemnify us for
all liability that may be imposed.

If we are unable to convince commercial real estét®kers and other commercial real estate professils that our services and produc
are superior to traditional methods of listing, sehing, and marketing commercial real estate, theguld choose not to use our marketpla
which could reduce our revenues or increase our erpes.

A primary source of new customers for us esecbmmercial real estate professional communitynyMaommercial real estate professionals
are used to listing, searching and marketing rsiate in traditional ways, such as through theitistion of print brochures, sharing of written
lists, placing signs on properties, word-of-mouthd newspaper advertisements. Commercial reabgstatessionals may prefer to continue to
use traditional methods or may be slow to adoptpooaducts and services. If we are not able to oomtto persuade commercial real estate
professionals of the efficacy of our products aevises, they may choose not to use our marketplelsieh could reduce our revenues. In
addition, we could be required to increase our midmg and other expenditures to continue our efftortattract these potential customers.

Our business depends on retaining and attractingpeale management and operating personnel.

Our success depends in large part on outyahiliretain and attract high-quality managemeut @perating personnel, including our Chief
Executive Officer and Chairman of the Board of Dices, Richard J. Boyle, Jr.; our President ancefC@perating Officer, Thomas Byrne; our
Chief Financial Officer and Senior Vice Presiddfihance and Administration, Brent Stumme; our CBigategy Officer and Senior Vice
President, Corporate Development, Jason Greenmdmur Chief Technology Officer and Senior Vicedtdent, Information Technology,
Wayne Warthen. Our business plan was developeatge Ipart by our senior-level officers, and its liempentation requires their skills and
knowledge. We may not be able to offset the impacbur business of the loss of the services ofBdyle or other key officers or employees.
We have no employment agreements that preventfamyrd&ey personnel from terminating their employrat any time, and we do not
maintain any “key-person” life insurance for anyoofr personnel.

Furthermore, our business requires skillein@al, management, product and technology, ares sald marketing personnel, who are in
high demand and are often subject to competingsffeompetition for qualified employees is inteirseur industry, and the loss of a
substantial number of qualified employees, or atility to attract, retain and motivate additioh&hly skilled employees required for the
expansion of our activities, could harm our buséin@® retain and attract key personnel, we us@wanneasures, including an equity incentive
program and incentive bonuses for key executivieer and other employees. We have also enteredlange of control severance
agreements with our key executive officers, whiobvjme, in part, certain severance benefits anélacation of unvested equity awards if their
employment is terminated in connection with a cleaofycontrol of the Company. These measures mapeenough to attract and retain the
personnel we require to execute our business plan.

If we fail to protect confidential information agaist security breaches, or if our members or potahthembers are reluctant to use o
marketplace because of privacy concerns, we miglefadditional costs, and activity in our marketpkacould decline.

As part of our membership registration processcollect, use and disclose personally idertianformation, including names, addresses,
phone numbers, credit card numbers and email asEBe®ur policies concerning the collection, uskdiaclosure of personally identifiable
information are described on our websites. Whilebekeve that our policies are appropriate andwetre in compliance with our policies,
could be subject to legal claims, government aatioharm to our reputation if actual practices faicomply or are seen as failing to comply
with our policies or with local, state or federahis concerning personally identifiable informatarif our policies are inadequate to protect the
personally identifiable information that we collect

Concern among prospective customers regaalingise of the personal information collected onveebsites could keep prospective
customers from using our marketplace. Industry-vindédents or incidents with respect to our welssitecluding misappropriation of third-
party information, security breaches, or changesdnstry standards, regulations or laws couldrde¢eple from using the Internet or our
website to conduct transactions that involve taagmission of confidential information, which cothlarm our business. Last year, our
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subsidiary, Cityfeet.com, was informed that thesyrhave been a security breach to its credit catabéise and that some personally
identifiable information of individuals contained that database may have been misappropriated.r @adiéornia law and the laws of a
number of other states, if there is a breach ofcounputer systems and we know or suspect that uyyged personal customer data has been
stolen, we are required to inform any customerssglaata was stolen, which could harm our reputai@hbusiness.

In addition, another California law requirassimesses that maintain personal information aBalifornia residents in electronic database
implement reasonable measures to keep that infamsgécure. Our practice is to encrypt all persamfakrmation, but we do not know whether
our current practice will continue to be deemedisieht under the California law. Other states hawacted different and sometimes
contradictory requirements for protecting personfrmation collected and maintained electronicallpmpliance with numerous and
contradictory requirements of the different stasgsarticularly difficult for an online businesscsuas ours which collects personal information
from customers in multiple jurisdictions.

Another consequence of failure to comply & plossibility of adverse publicity and loss of camer confidence were it known that we did
not take adequate measures to assure the conéititgndif the personally identifiable informationathour customers had given to us. This could
result in a loss of customers and revenue thatlgeopardize our success. While we intend to corigly with all relevant laws and
regulations, we cannot assure you that we willlmzassful in avoiding all potential liability orsduption of business in the event that we d¢
comply in every instance or in the event that #eusity of the customer data that we collect is poomised, regardless of whether our
practices comply or not. If we were required to pay significant amount of money in satisfactiorclafims under these laws or if we were
forced to cease our business operations for amgtHesf time as a result of our inability to comfljly with any such laws, our business,
operating results and financial condition coulcadgersely affected. Further, complying with thelegale notice requirements in the event of
a security breach could result in significant costs

Our services may infringe the intellectual propentights of others and we may be subject to clainisntellectual property rights
infringement.

We may be subject to claims against us altggifringement of the intellectual property riglatisothers, including our competitors. Any
intellectual property claims, regardless of mexityld be expensive to litigate or settle and caidghificantly divert our managemestattentior
from other business concerns. For example, on autafpril 8, 2008, Real Estate Alliance Ltd. filadawsuit against the Company and its
subsidiary, Cityfeet.com Inc., in the U.S. Disti@burt for the Central District of California, Wesh Division, alleging that the Company and
Cityfeet.com Inc. have infringed upon certain ptgesf Real Estate Alliance Ltd. On June 8, 2009%5@ofiled a complaint against us alleging
that we have infringed their copyrights and trademéecause photographs bearing CoStar’s logontbid posted by third parties allegedly
appeared in our RecentSales product.

Our technologies and content may not be ablethstand third-party claims of infringementwé were unable to successfully defend
against such claims, we might have to pay damag@s,using the technology or content found to béatation of a third party’s rights, seek a
license for the infringing technology or contentdevelop alternative noninfringing technology ontent. Licenses for the infringing
technology or content may not be available on nealsle terms, if at all. In addition, developingeattative noninfringing technology or content
could require significant effort and expense. Ifge@not license or develop technology or contenafty infringing aspects of our business, we
may be forced to limit our service offerings. Ariytioese results could reduce our ability to compedfectively and harm our business.

Our trademarks are important to our busin@$iser companies may own, obtain or claim tradem#r&scould prevent, limit or interfere
with our use of trademarks. If we were unable t® aigr trademarks, we would need to devote subataetources toward developing different
brand identities.

If we are unable to enforce or defend our ownerstdpd use of intellectual property, our business npetitive position and operating resul
could be harmed.

The success of our business depends in langep our intellectual property, and our intelledtproperty rights, including existing and
future trademarks, trade secrets, and copyrighesaiad will continue to be valuable and importasgets of our business. Our business could be
significantly harmed if we are not able to protéet content of our databases and our other inteliéproperty.

We have taken measures to protect our inteéproperty, such as requiring our employeesamdultants with access to our proprietary
information to execute confidentiality agreemelit® also have taken action, and in the future mkg galditional action, against competitors
or other parties who we believe to be infringing mtellectual property. For example, on Novembgr2007 the Company filed a lawsuit
against CoStar Group, Inc. and CoStar Realty In&tion, Inc. in the Superior Court for the StateCafifornia, County of Los Angeles,
asserting claims for breach of contract and urifaginess practices arising out of CoStar’s allagddwful use of data from the Company’s
Web site for competitive purposes. We may in tharifind it necessary to assert claims regardiungrdellectual property. These measures
may not be sufficient or effective to protect outellectual property. These measures could alssxpensive and could significantly divert our
management’s attention from other business concerns

We also rely on laws, including those regagdiatents, copyrights, and trade secrets, to grotedntellectual property rights. Current laws
may not adequately protect our intellectual propertour databases and the data contained in threaaldition, legal standards relating to the
validity, enforceability and scope of protectionpwbprietary rights in Internet-related businesm®suncertain and evolving, and we cannot
assure you of the future viability or value of afyour proprietary rights.
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Others may develop technologies that are amoit superior to our technology. Any significamipiairment of our intellectual property rights
could require us to develop alternative intelletpraperty, incur licensing or other expensesjmitlour product and service offerings.

If we are not able to successfully identify or igeate acquisitions, our manageme’s attention could be diverted, and efforts to igrate
acquisitions could consume significant resources.

We have made acquisitions of, and investmientsther companies, and we may in the future gmrfxpand our markets and services in
through additional acquisitions of, or investmeantther complementary businesses, services, dsg¢aland technologies. For example, in
October, 2004, we acquired BizBuySell, an onlinekagplace for operating businesses for sale, i® JA007, we acquired a minority position
in Xceligent, Inc., in August, 2007, we acquiredy@iet.com Inc., in April, 2008, we acquired REAiggtions, Inc., and in July, 2008, we
acquired LandAndFarm.com. Mergers and acquisitesrsnherently risky, and we cannot assure youdhagacquisitions will be successful.
The successful execution of any acquisition stsateidj depend on our ability to identify, negotiammplete and integrate such acquisitions
and, if necessary, obtain satisfactory debt ortgdunancing to fund those acquisitions. Failurertanage and successfully integrate acquired
businesses could harm our business. Acquisitiorve numerous risks, including the following:

« difficulties in integrating the operations, techogikes, and products of the acquired compal

« diversion of manageme’'s attention from the normal daily operations of business

* inability to maintain the key business relationshégmd the reputations of acquired busines

* entry into markets in which we have limited or nmpexperience and in which competitors have gfesimarket position:
» dependence on unfamiliar affiliates and partn

» insufficient revenues to offset increased expeasssciated with acquisition

» reduction or replacement of the sales of existenyises by sales of products or services from aeduines of busines

» responsibility for the liabilities of acquired bossses

* inability to maintain our internal standards, cotgr procedures and policies; €

» potential loss of key employees of the acquired mames.

We may also incur costs, and divert our mamaggg’s attention from our business, by pursuingptial acquisitions or other investments
which are never consummated.

Although we undertake a due diligence invedin of each business that we acquire, there rediabilities of the acquired companies that
we fail to or are unable to discover during the diligence investigation and for which we, as acessor owner, may be responsible. In
connection with acquisitions, we generally seekioimize the impact of these types of potentidbiliies through indemnities and warranties
from the seller, which may in some instances beastipd by deferring payment of a portion of theghaise price. However, these indemnities
and warranties, if obtained, may not fully coves tiabilities due to limitations in scope, amoundaration, financial limitations of the
indemnitor or warrantor or other reasons.

In addition, if we finance or otherwise contplacquisitions or other investments by issuingtgaur convertible debt securities, our exist
stockholders may be diluted.

We may be unable to effectively manage our growth.

Our overall employee base has grown from I8gleyees as of December 31, 2006 to 270 employsees September 30, 2009. If we do
not effectively manage our growth, our customeviserand responsiveness could suffer and our caostisl increase, which could harm our
brand, increase our expenses, and reduce ourgiiifif. Restructuring costs could also be requifede do not effectively manage our grow

Unless we develop, maintain and protect our braxeéitity, our business may not grow and our finantrasults may suffer.

In an effort to obtain additional registeredmbers and increase use of our online marketphaceinmercial real estate transaction
participants, we intend to continue to pursue aagyy of enhancing our brand both through onlineegtsing and through traditional print
media and to increase our marketing and businesdajEment expenditures to maintain and enhancém@nd in the future. These efforts can
involve significant expense and may not have a rizfgositive impact on our brand identity. In atiloli, maintaining our brand will depend
our ability to provide products and services thatferceived as being high-value, which we maybeable to implement successfully. If
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we are unable to maintain and enhance our bramdyhility to attract and retain customers or susftély expand our operations will be
harmed.

Changes in or interpretations of accounting rulesid regulations, such as expensing of stock optioosuld result in unfavorable
accounting charges or require us to change our coangation policies.

In the first quarter of 2006, we adopted ththaritative guidance on stock-based compensatioaumting. The guidance requires that share-
based payment transactions with employees be remaim the financial statements based on theirevahd recognized as compensation
expense over the vesting period. As a result sfghidance, we may choose to reduce our relianstomk options as a compensation tool. If
we reduce our use of stock options and do not aotbetr forms of compensation, it may be more diffifor us to attract and retain qualified
employees. If we do not reduce our reliance onkstptions, our operating expenses would increasecWrently rely on stock options to
retain existing employees and attract new emplay&iésough we believe that our accounting practi@esconsistent with current accounting
pronouncements, changes to or interpretationsafiating methods or policies in the future may regjus to adversely revise how our
consolidated financial statements are prepared.

If our operating results do not meet the expectatsoof investors or equity research analysts, ourrket price may decline and we may
subject to class action litigatior

It is possible that in the future our opergtiesults will not meet the expectations of investar equity research analysts, causing the marke
price of our common stock to decline. In the peginpanies that have experienced decreases in thethpaice of their stock have been sub
to securities class action litigation. A securitidsss action lawsuit against us could result bstantial costs and divert our management’s
attention from other business concerns.

If our website or our other services experiencetsys failures, our customers may be dissatisfied anat operations could be impaire:

Our business depends upon the satisfactofgmeance, reliability and availability of our wetsi Problems with our website could result in
reduced demand for our services. Furthermore,dftergre underlying our services is complex and maytain undetected errors. Despite
testing, we cannot be certain that errors willlm®found in our software. Any errors could resuladverse publicity, impaired use of our
services, loss of revenues, cost increases or tdgjals by customers.

Additionally, our services substantially degem systems provided by third parties, over whoerhave little control. Interruptions in our
services could result from the failure of data [levs, telecommunications providers, or other tpiatties. We depend on these third-party
providers of Internet communication services tovjpte continuous and uninterrupted service. We digzend on Internet service providers that
provide access to our services. Any disruptiorhalnternet access provided by third-party prodderany failure of third-party providers to
handle higher volumes of user traffic could harmlmusiness.

Our internal network infrastructure could be disrupd or penetrated, which could materially impactroability to provide our services and
our customers’ confidence in our services.

Our operations depend upon our ability to ramand protect our computer systems, most of lware located in redundant and
independent systems in Los Angeles, California%ad Francisco, California. In addition, our BizBejlSvebsite is hosted at a co-location
facility in Virginia. While we believe that our 9¢sns are adequate to support our operations, atereg may be vulnerable to damage from
break-ins, unauthorized access, vandalism, fioedi, earthquakes, power loss, telecommunicataihsds and similar events. Although we
maintain insurance against fires, floods, and gar®rsiness interruptions, the amount of coveragg not be adequate in any particular case.
Furthermore, any damage or disruption could matgiimpair or prohibit our ability to provide ouesvices, which could significantly impact
our business.

Experienced computer programmers, or hackeay, attempt to penetrate our network security ftione to time. For example, in the first
guarter of 2008, our subsidiary, Cityfeet.com, \wwdisrmed that there may have been a security breaith credit card database, and that some
personally identifiable information of individuat®ntained in that database may have been misajgieghrThe potential breach has not
affected any personally identifiable informatiortlwiespect to LoopNet members, which informatiomé&ntained on separate servers.
Although we maintain a firewall, and will contint@enhance and review our databases to preventhoraed and unlawful intrusions, a
hacker who penetrates our network security coukhppropriate proprietary information or cause migtions in our services. We might be
required to expend significant capital and resaitogorotect against, or to alleviate, problemssediby hackers. We also may not have a
timely remedy against a hacker who is able to pateebur network security. In addition to purposstecurity breaches, the inadvertent
transmission of computer viruses could expose Uliigation or to a material risk of loss. Any dfdse incidents could materially impact our
ability to provide our services as well as matéyimhpact the confidence of our customers in ouvises, either of which could significantly
impact our business.

We may be subject to regulation of our advertisiagd customer solicitation or other newly-adoptedva and regulations.

As part of our membership registration process customers agree to receive emails and otmamunications from us. However, we may
be subject to restrictions on our ability to comncate with our customers through email and photiis.cgeveral jurisdictions have proposet
adopted privacy-related laws that restrict or poghinsolicited email or “spam.” These laws may a8 significant monetary penalties for
violations. For example, the CAN-SPAM Act of 20@8,CAN-SPAM, imposes complex and often burdensosgelirements inconnection with
sending commercial email. Key provisions of CAN-3PAave yet to be interpreted by the courts. Depemnadin how it is interpreted, CAN-
SPAM may impose burdens on our email marketingtjmres or services we offer or may offer. AlthoughNGSPAM is
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thought to have pre-empted state laws governingligited email, the effectiveness of that preempimlikely to be tested in court challenges.
If any of those challenges are successful, oumassimay also be subject to state laws and regusatinat may further restrict our email
marketing practices and the services we may offtee. scope of those regulations is unpredictablen@liance with laws and regulations of
different jurisdictions imposing different standarahd requirements is very burdensome for an obliseness. Our business, like most online
businesses, offers products and services to cussamenultiple state jurisdictions. Our businedficefncies and economies of scale depend on
generally uniform service offerings and uniformatiraent of customers. Compliance requirements gt significantly from jurisdiction to
jurisdiction impose an added cost to our businesisiecreased liability for compliance deficiencigsaddition, laws or regulations that col
harm our business could be adopted, or reinteghaieas to affect our activities, by the governnoérthe United States, state governments,
regulatory agencies or by foreign governments enaigs. This could include, for example, laws raginf the source, content or form of
information or listings provided on our websitds information or services we provide or our traissions over the Internet. Violations or r
interpretations of these laws or regulations mayltén penalties or damage our reputation or coutdease our costs or make our services less
attractive.

An important aspect of the new Internet-foclilsavs is that where federal legislation is absstattes have begun to enact consumer-
protective laws of their own and these vary sigaifitly from state to state. Thus, it is difficudt fany company to be sufficiently aware of the
requirements of all applicable state laws, and further difficult or impossible for any comparmyfully comply with their inconsistent
standards and requirements. In addition to theempurences that could result from violating one atlaer state’s laws, the cost of attempting to
comply will be considerable. Also, as our busingssvs to be world-wide, we will be required to cdynwith the laws of foreign countries,
and the costs of that compliance effort will be siderable.

Our stock price may be volatile and you may be uleato sell your shares at or above the purchaseceri

The market price of our common stock couldbieject to wide fluctuations in response to, amatingr things, the risk factors described in
this section of this Quarterly Report on Form 10a@d other factors beyond our control, such asifatons in the valuation of companies
perceived by investors to be comparable to us.

Furthermore, the stock markets have experipdee and volume fluctuations that have affeeed continue to affect the market prices of
equity securities of many companies. These flu@inatoften have been unrelated or disproportiottathe operating performance of those
companies. These broad market and industry fluctusitas well as general economic, political andketaconditions, such as recessions,
interest rate changes or international currenastdiations, may negatively affect the market pritewr common stock.

In the past, many companies that have expezierolatility in the market price of their stockvye been subject to securities class action
litigation. We may be the target of this type ¢ibfation in the future. Securities litigation agstinis could result in substantial costs and divert
our management’s attention from other businessermsc which could seriously harm our business.

Our principal stockholders, executive officers awirectors own a significant percentage of our sto@nd as a result, the trading price for
our shares may be depressed and these stockholtarsake actions that may be adverse to your insése

Our executive officers and directors and adtiaffiliated with them, in the aggregate, beriafig own approximately 33% of our
outstanding shares of common stock. This significancentration of share ownership may adverségcathe trading price for our common
stock because investors often perceive disadvasiagavning stock in companies with controllingatbolders. These stockholders, acting
together, may have the ability to exert controlraalématters requiring approval by our stockhosjéncluding the election and removal of
directors and any proposed merger, consolidaticaler of all or substantially all of our assetsadidition, these stockholders who are exec
officers or directors, or who have representatamesur Board of Directors, could dictate the mamaget of our business and affairs. This
concentration of ownership could have the effedeaying, deferring or preventing a change in mnor impeding a merger or consolidati
takeover or other business combination that coaléhliorable to our other stockholders.

Our charter documents and Delaware law could pretartakeover that stockholders consider favorabtedacould also reduce the market
price of our stock

Our amended and restated certificate of inm@on and our bylaws contain provisions that daiglay or prevent a change in control of
company. These provisions could also make it mdfiewlt for stockholders to elect directors anétézother corporate actions. These
provisions include:

» providing for a classified board of directors witfaggered, thre-year terms

» not providing for cumulative voting in the electiohdirectors; or imposing a majority voting starat

« authorizing the board to issue, without stockhoklgproval, preferred stock rights senior to thdseoonmon stock
» prohibiting stockholder action by written conse

» limiting the persons who may call special meetiofjstockholders; an

* requiring advance notification of stockholder noations and proposal
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In addition, the provisions of Section 203w Delaware General Corporation Laws govern usléMe have waived the application of
Section 203 of the Delaware General Corporationd aith respect to the investors who acquired shafresir Series A convertible preferred
stock in the April 2009 private placement, thesevjigions may otherwise prohibit large stockholdergarticular those owning 15% or more
our outstanding voting stock, from merging or contoy with us for a certain period of time.

These and other provisions in our amendedestdted certificate of incorporation, our bylawsl ander Delaware law could discourage
potential takeover attempts, reduce the priceithastors might be willing to pay for shares of cammon stock in the future and result in the
market price being lower than it would be withdutde provisions.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds.

None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Submission of Matters to a Vote of Securitydolders.

None.

Item 5. Other Information.

None.

Iltem 6. Exhibits.

Exhibits:

311 Rule 13i-14(a) Certification (CEQO
31.2 Rule 13i-14(a) Certification (CFO
32.1 Section 1350 Certification (CEC(
32.2 Section 1350 Certification (CF(
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

LOOPNET, INC.

Date: November 4, 200 By: /s/ Richard J. Boyle, Jr.
Richard J. Boyle, Jr
Chief Executive Officer, and Chairman of the Boafdirectors
Principal Executive Officel

Date: November 4, 2009 By: /s/ Brent Stumme
Brent Stumme
Chief Financial Officer and Senior Vice Presid¢
Finance and Administration
Principal Financial or Accounting Office
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Exhibits:

311 Rule 13i-14(a) Certification (CEQ
31.2 Rule 13i-14(a) Certification (CFO
32.1 Section 1350 Certification (CE(C
32.2 Section 1350 Certification (CF(

EXHIBIT INDEX
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Exhibit 31.1
CERTIFICATIONS
I, Richard J. Boyle, Jr., certify that:

1. I have reviewed this Quarterly Report on Forr-Q of LoopNet, Inc.

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, nk#adisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statement$ adimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

4. The registrant’s other certifying officer andre responsible for establishing and maintaimisglosure controls and procedures (as definec
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal controls over financial reporting (as defil in Exchange Act Rules 13a-15(f)
and 15+15(f)) for the registrant and hav

() designed such disclosure controls and proceduresused such disclosure controls and proceduites tkesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us
others within those entities, particularly durithg fperiod in which this report is being prepai

(b) Designed such internal control over financial réipgr; or caused such internal control over finahe#porting to be designed under
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealbepted accounting principle

(c) evaluated the effectiveness of the registrarigsldsure controls and procedures and presentidsimeport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

(d) disclosed in this report any change in the regi¢'s internal control over financial reporting thatomed during the registre s mosi
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thamnmaterially affected, or is reasonably
likely to materially affect, the registré s internal control over financial reporting; &

5. The registrang’ other certifying officer and | have disclosedsdxhon our most recent evaluation of internal @miver financial reporting
to the registrar’s auditors and the audit committee of the regit's board of directors (or persons performing thewedent function):

(a) all significant deficiencies and material weaknedsehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmhcial information; ant

(b) any fraud, whether or not material, that involuesnagement or other employees who have a significée in the registrant’s internal
controls over financial reportin

/sl Richard J. Boyle, Jr.

Richard J. Boyle, Ji

Chief Executive Officer, and Chairman of the Boafd
Directors

November 4, 200




Exhibit 31.2

CERTIFICATIONS

I, Brent Stumme, certify that:

1. | have reviewed this Quarterly Report on Forn-Q of LoopNet, Inc.

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omététe a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statement$,odimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant’s other certifying officer ahare responsible for establishing and maintaimisglosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetinal controls over financial reporting (as defil in Exchange Act Rules 13a-15(f)
and 15-15(f)) for the registrant and hay

(a) designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
others within those entities, particularly durithg fperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr;, or caused such internal control over finah@@orting to be designed under «
supervision, to provide reasonable assurance rieggtfae reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealyepted accounting principle

(c) evaluated the effectiveness of the registrangsldsure controls and procedures and presentgisimeport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

(d) disclosed in this report any change in the regit’s internal control over financial reporting thatomed during the registre’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registré' s internal control over financial reporting; &

5. The registrang’ other certifying officer and | have disclosedsdxon our most recent evaluation of internal @mver financial reporting
to the registrar's auditors and the audit committee of the regit's board of directors (or persons performing theéwedent function):

(a) all significant deficiencies and material weaknsssehe design or operation of internal contratiofimancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

(b) any fraud, whether or not material, that involugsnagement or other employees who have a significde in the registrant’s internal
controls over financial reportin

/s/ Brent Stumme

Brent Stumme

Chief Financial Officer and Senior Vice President,
Finance and Administratic

November 4, 200




Exhibit 32.]

Form of Section 1350 Certification (CEO)

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

In connection with the Quarterly Report of LoopNet. (the “Company”) on Form 10-Q for the quateded September 30, 2009, as filed
with the Securities and Exchange Commission ordé#te hereof (the “Report”), I, Richard J. Boyle, @hief Executive Officer and Chairman
of the Board of the Company, certify, pursuant@dLS.C. Section 1350, as adopted pursuant tode@@6 of the Sarbanes-Oxley Act of
2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2) The information contained in the Report fairlggents, in all material respects, the financiabidtwn and results of operations of the
Company.

/s/ Richard J. Boyle, Jr.

Richard J. Boyle, Ji

Chief Executive Officer and Chairman of the Boafd o
Directors

November 4, 200




Exhibit 32.2

Form of Section 1350 Certification (CFO)

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

In connection with the Quarterly Report of LoopNet. (the “Company”) on Form 10-Q for the quaeded September 30, 2009, as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Brent Stumme, Chigfancial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, ap#etbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of 1
Company.

/s/ Brent Stumm:

Brent Stumme

Chief Financial Officer and Senior Vice Preside¢
Finance and Administratic

November 4, 200




