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CAUTIONARY NOTES REGARDING FORWARD -LOOKING STATEMENTS

This report on Form 10-K contains forward-lookirigtements. These statements involve known and umkno
risks, uncertainties and other factors which mayseaour actual results, performance or achieventerits
materially different from any future results, perfance or achievements expressed or implied bfotleard-
looking statements. Forward-looking statementsuighe] but are not limited to:

 our plans to develop and market new products aaditting of these development prograi
» our estimates regarding our capital requirementsoam needs for additional financir
 our estimates of expenses and future revenuesrafithpility;

* our estimates of the size of the markets for olutsms;

« the rate and degree of market acceptance of outi@mas$; anc

« the success of other competing technologies thgtbeeome available

In some cases, you can identify forward-lookingesteents by terms such as “may,” “will,” “should ¢duld,”
“would,” “expect,” “plans,” “anticipates,” “believg” “estimates,” “projects,” “predicts,” “intends;potential” and
similar expressions intended to identify forwardking statements. These statements reflect oueuviews with
respect to future events and are based on assumaptil subject to risks and uncertainties. Givereh
uncertainties, you should not place undue reliamcthese forward-looking statements. We discussyroathese
risks in greater detail under the heading “Riskt&ia& in Item 1A. Also, these forward-looking statents represent
our estimates and assumptions only as of the ddkésareport. Except as required by law, we assnmebligation
to update any forward-looking statements afterdidte of this report.

This report also contains estimates made by indégrrparties and by us relating to market sizegaodith
and other industry data. These estimates involwenaber of assumptions and limitations and you atgicned not
to give undue weight to such estimates. In addiwajections, assumptions and estimates of ourdybterformanc
and the future performance of the industries incivhie operate are necessarily subject to a higredesf
uncertainty and risk due to a variety of factong]uding those described in “Risk Factors,” “Managat’'s
Discussion and Analysis of Financial Condition &websults of Operations” and elsewhere in this reddreése and
other factors could cause results to differ mallgrfeom those expressed in the estimates madééynidependent
parties and by us.




PART I

Item 1. Business
Overview

We are a leading provider of on-demand softwargfdlic relations management. In an age of reag-tim
communication, with an increasing number of meditets, a rapidly growing volume of news and theeegance
of blogs and other social media, traditional apphes to public relations, or PR, are becoming odgdoOur web-
based software suite helps organizations of afissia fundamentally change the way they communigiteboth
the media and the public, optimizing their pubktations and increasing their ability to measusentpact.

Our on-demand software addresses the critical fmumebf public relations including media relationsws
distribution and news monitoring. By automating amegrating essential elements of PR functions solutions
help organizations communicate directly with kegaers and with the public, identify and analyekevant news
stories and manage relationships with the medizotimet key stakeholders.

As a part of our solution, we provide a proprietafprmation database of over 800,000 journalistslysts,
media outlets and publicity opportunities. Our tatse contains extensive information about the méautauding in-
depth journalist profiles, contact schedules, pstaerviews, pitching preferences and other minformation
compiled by our dedicated media research teamd@abase is integrated with our suite ofdemand modules th
together address the communications life-cycle fidemtifying key contacts, to distributing infornat, to closing
the loop with digitized feedback and managemenlytinga.

We deliver our solutions over the Internet usirggeure, scalable application and system architecivhich
allows our customers to eliminate expensive uptfrardware and software costs and to quickly deplay adopt
our software. We were an early pioneer in hostadti+tenant, on-demand software, launching out frersion in
1999. Our on-demand software is offered primardyaa annual or multi-year subscription, with predsase
distribution also offered primarily on a per-tractan basis. As of December 31, 2007 we had 2,48%vVea
subscription customers representing organizatiéadl sizes across a wide variety of industriesr €alution is
currently available in five languages and is in bgeustomers around the world. Since 1999, we hahéeved 34
consecutive quarters of revenue growth.

Industry Background
Public Relations

The process of managing relationships and commtimisawith journalists, analysts and the publiceéstral tc
an organization’s reputation, profitability andtimlately, shareholder value. As organizations recagthe growing
importance of effective PR to their success, timeydasingly rely on public relations to manage analyze critical
information and to deliver quick and consistent ommications. Public relations professionals hawdfgnizationa
functions such as media, government, consumerstndand community relations. Every organizatiangé and
small, engages in public relations, whether asrgarozed department, a single employee’s respditgibr simply
a result of public interactions by its executives.

No formal published market studies exist which siEmemarket for on-demand software for public etz
management. However, based on the most recentcHRélitions Client Survey prepared by Thomas Lrislar
Impulse Research in 2004, the average PR budget$ponding organizations in 2004 was approximately
$3.1 million. This budget includes spending fortbiiternal and outsourced PR functions, and indumteporate
communications, product PR, online communicatipuglic affairs and government relations. BasednhenTthomas
L. Harris Survey, we estimate that the annual P&jbtfor these organizations increased at a congmalirate of
15.5% per year from 2001 to 2004. Based on dataded in the Survey, we estimate that, for orgamna with
annual revenues of at least $10 million, the agaeegnnual PR budgets for programs and activitigsdur
solutions address were approximately $59 billio2004. To calculate this amount, which we do ndiebe
represents the size of the market for our solufiasesfirst estimated the aggregate PR budgets(d 26r these
organizations, based upon the Survey’s breakdovaverfage PR budgets by categories of organizattoted’
annual revenues, and the number of organizatiopadh of these categories as reported by Dun asusBeet. We
then multiplied this amount




by the portion of the overall average PR budg&(@4 reported by the Survey which correspondsdagnams and
activities that our solutions address — corporagglirelations, government relations, internal camications,
investor relations, product media relations andipwdffairs. Based upon our target market of ovemibion
organizations, which we obtained using data calgdty the US Census Bureau, and the current prafiogr
solutions, we believe that the potential marketierdemand software for PR exceeds $6 billion.

Although the most basic elements of PR are prattidgdely across organizations of all types, sizes a
geographies, the specific objectives and complefity PR practice will often vary based on the sizan
organization and its PR department.

For small and mid-sized organizations, traditidPBlis often prohibitively expensive and time consygn
These organizations are typically faced with a sleaito either use external consulting agencie) aommit
internal staff and resources, both of which ofteceed available budgets. In addition, PR respdiitssifor these
resources are often assigned to only one or twalesd staff or, in many cases, shared across aditated staff
with other full-time responsibilities. The objeaifor small and mid-sized organizations is typic#dl leverage
limited resources in order to deliver the PR calitads commonly found in larger organizations.

Larger organizations are typically well staffed draove dedicated budgets and resources. These pajans
are faced with the challenges of managing largeusntisoof information, delivering consistent and westecuted
communications, collaborating among large or geagcally-dispersed teams and analyzing and regpdmthe
effectiveness of their PR. The objective for langganizations is typically to maximize effectivea@sd ensure
consistency of message, while delivering measurasigits and improved efficiency.

Trends in business communications and the medidiggetly impacting the practice of PR. Technolsgie
including the Internet, cable, satellite and wissleommunications allow commercial and public méadliaccess
audiences almost instantaneously. In addition gtheshnologies are leading to a rapid expansionetfia outlets,
media channels and news sources including the eapatgence of new social media channels such gs,blo
podcasts and online communities. As a result, ozgéions now face broader and more diverse audewbe are
informed in real-time by these media, and also tageowing volume of critical business informatibat needs to
be identified, analyzed and managed. An organiaatam no longer rely on a few relationships witl Jairnalists
to achieve PR objectives. As these trends contibueéll be more challenging for organizations tmpide a
consistent corporate message, gain public supesfond to crisis situations and achieve theiripublations
goals.

Outside of traditional PR agencies, the publictretes market is generally underserved, with fewigohs to
address the PR business process in a compreheinsegrated and cost effective manner. A numbeseofdors
offer one or more software products that each addaesingle problem or process within PR, sucloatact
management, news monitoring, distribution or anedytOther than these discrete, stand-alone sokijtieR
processes are generally performed by internal treeaits or designated staff either manually or \g&heric
desktop software. In addition, while organizatiomsy purchase a variety of these staiwhe products and servic
the resulting combination is usually more expensivd less efficient than an integrated softwareedbiat address:
the complete PR life-cycle.

Public Relations and the On-Demand Software Market

Information technology has created opportunitiedeliver software applications directly to usergmothe
Internet in a subscription-based, “on-demand” bessrmodel. This model is made possible by thefpration of
high-speed, broadband Internet connectivity, opandards for application integration and advangesiwork
availability and security. On-demand software inagally delivered over the Internet via a secureltintenant,
scalable application and system architecture, waildws the provider to concurrently serve a langenber of
customers and to efficiently distribute the workdaecross a network of servers. For the user, oraddmoftware
eliminates the need for expensive hardware, sofwaad internal information technology, or IT, sugipm addition
the hosted architecture helps ensure that the aodtand vendor-supplied content is kept currentsaedre without
user involvement. Additional benefits include rageployment and training for new applications, sy in faster
product adoption and increased productivity. ThEdally results in a lower total cost of ownershipd an increas
return on investment. The on-demand model alsoigesvoperational efficiencies for the software ey in the
areas of development and customer support. Traditienterprise software vendors




must develop, maintain and support multiple versiofitheir software on multiple hardware, operasggtem and
database platforms. On-demand software vendorspilyast, generally support and maintain a singlsion of
software across all customers that is developehtaiaed and supported on a single technology giatf This
typically results in lower development and suppadts, and allows the vendor to more rapidly dgvelad release
new versions of the software and more efficientiggort existing customers.

The characteristics of the PR market make it wailiesl for the on-demand software business modehe¥gs
distribution and communication services continuentive from manual, paper-based systems to autordagedl
services, the Internet and the on-demand softwacehprovide an efficient and collaborative platfofor PR
professionals to access, manage and share infommeatid resources. The simple user interface and dgploymer
of web-based software make it ideally suited farasvith little or no technology background. On-dewm software
provides a dedicated, modern and sophisticatech¢dady infrastructure to PR departments that wadkeerwise
typically receive limited internal IT resourcesnéily, in contrast to sensitive customer or finahdiata,
organizations are generally comfortable with PRtentresiding on an external hosted platform. Gulyethe
customer-specific information we store includesd®Rateral pieces, notes regarding customers’ abaitaith
journalists and media outlets, journalist contaimation and similar data. We protect our custig’ information
by requiring the use of user identifications andspeords to access our on-demand software.

Our Solutions

We are a leading provider of on-demand softwargdlic relations management. Our web-based softwar
suite helps organizations of all sizes manage landlglobal relationships and communications wéthlthe media
and the public. Our integrated, on-demand softwavdules provide extensive features and broad fomality that
address the critical functions of public relatiamsluding media relations, news distribution anevaenonitoring.
Specific modules include contact management, @bhtmanagement, project management, newsroomseBRW
online newswire, email campaigns, analytics & measent and news on-demand. By automating and eiegr
essential elements of PR operations, our solutiing/ our customers to improve effectiveness, reduasts and
measure results. We deliver our solutions to custerthrough a suite of on-demand applicationsrédices the
cost and risk associated with traditional entegpsisftware deployments. We believe, based upomauket
research and analysis, that the use of on-demdtvdase helps customers reduce risk and increasprtdictability
of software management costs, as compared toitnaglitenterprise software.

As a part of our solution, we provide a proprietarfprmation database of over 800,000 journalistslysts,
media outlets and publicity opportunities. Our tatse contains extensive information about the méautauding in-
depth journalist profiles, contact schedules, petlicdaerviews, pitching preferences and other @ah¢information
compiled by our dedicated media research teamd@abase is integrated with our suite of on-densafitvare
modules that together enable our customers to aslithe communications life-cycle, from identifyikey contacts,
to distributing information, to closing the loopttvidigitized feedback and management analyticshde
developed significant domain expertise and havegded on-demand software solutions and best pesctailored
specifically for public relations. As a result, an-demand offerings meet the PR needs of a baoagkrof
organizations regardless of their size, geograjitlystry or type.

Our comprehensive suite of integrated, on-demaftdvae modules provides the following key benefits:

« Improved effectiveness of public relatio Our on-demand software helps organizations maemi
effectiveness through the automation and integradfadisconnected processes. Our solutions help
organizations manage large amounts of informatietiyer consistent and well-executed communications
collaborate among large or geographically dispeteaths and analyze and report on the effectivenfebir
PR.

* Increased productivity of PR functior Our ondemand software incorporates features and bedigestha
automate PR functions to reduce or eliminate mamagder-based and discrete business activities. Our
solutions allow customers to maximize the investimeitheir PR resources and often lead to a regepémt
of PR professionals from repetitive, low-value &gk high-value strategic initiatives. In additiove provide
capabilities that help our customers significandigtuce the time it takes to monitor, analyze amdrsarize
large volumes of news and other informati




Enhanced collaboratior The growth of global brands and large or geogeably dispersed PR teams has
increased the need for organizations to quicklyeaslly share critical business information andh ple!l
coordinated communications. Our web-based solyiiomides shared, reéime access to a central reposit
of information related to media contacts, relatfopshistory, PR activities, news, documents anairipg.
We believe that by improving the management, contetention and sharing of this information, our
solutions enable companies to deliver more effectind consistent communicatio

Lower total cost of ownershi Our on-demand delivery model enables our custeteachieve significant
savings relative to a traditional enterprise sofavaodel. Our customers do not spend time instabin
maintaining the servers, network and storage egaipnsecurity products, or other infrastructuredinaare
and software necessary to ensure a scalable aableetervice. In addition, because all upgrades ar
implemented on our servers the product enhanceraatasnatically become part of our offering, allogin
customers to immediately benefit from the upgri

Rapid deployment and scalabili Our on-demand software can be deployed rapidlypmavisioned easily,
without our customers having to make large andyrighfront investments in software, hardware,
implementation services and dedicated IT staff. délevery platform for our software allows the sidn to
scale to suit customers’ needs. Additional usethk defined privileges can be provisioned with miaim
implementation time and new modules, such as dnsl§tmeasurement, can be deployed quickly and
transparently to existing custome

Our Strategy

Our objective is to be the global leader of on-dedhsoftware for public relations management. Keyrants
of our strategy include:

Maintain focus on our core marke We believe that the public relations market repres a large and
growing opportunity that will allow us to contineeir growth for the foreseeable future. We expeat there
will continue to be substantial business spendimghe processes that our solutions automate, atd th
competition is fragmented and specialized. As altewe believe that our focus on producing a safte
integrated applications for this market will allas to capitalize on this opportuni

Expand direct and indirect distribution channe We intend to expand our direct sales force andralirect
distribution channels to increase our coveragepametration of the PR market particularly to sraalil mid-
sized organizations. We believe there are oppditisnio market and sell our solutions, throughmeahips
with select third parties, to reach small to migesi customers that would take longer or be mofedif to
target with a direct sales forc

Expand international market penetratic We believe that the public relations market repngs a significar
global opportunity. We intend to expand our intéiorzal distribution channels to increase our ingtional
business, which accounted for approximately 9%unf2D07 revenues. To suit individual markets, our
software is currently available in five languagesEnglish, French, Spanish, German and Italian. Yyeet
to deploy our solution in additional languageshie future.

Selectively pursue strategic acquisition¥he fragmented nature of our market provides dppdies for
selective acquisitions. We have acquired and iategrseveral private companies to date, and wadrite
continue to identify and acquire companies whicluldeither expand our solutions’ functionality, piae
access to new customers or markets, or t

Our Products

On-Demand Public Relations Management

Our integrated, on-demand software modules prosidensive features and broad functionality thatresklthe
critical functions of public relations. By automagiand integrating essential elements of PR funstiour solutions
help organizations manage large amounts of infdonatleliver consistent and well-executed




communications, collaborate among large or geogcaf dispersed teams and analyze and report®n th
effectiveness of their public relations.

COLLATERAL MANAGEMENT
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We deliver our solutions over the Internet usirgpeure, scalable application and system archicivhich
allows our customers to eliminate expensive uptfrmmdware and software costs and to quickly deplay adopt
our on-demand software.

As a part of our solution, we provide a proprietiafprmation database of over 800,000 journalistslysts,
media outlets and publicity opportunities. Our #ate contains extensive information about the matituding in-
depth journalist profiles, contact schedules, petlicderviews, pitching preferences and other @ahéinformation
compiled by our dedicated media research teamd@abase is integrated with our suite of on-densafitvare
modules that together enable our customers to aslithe communications life-cycle, from identifyikgy contacts,
to distributing information, to closing the loopttvidigitized feedback and management analytics.dbtaiemand
software for public relations management includesfollowing key modules:

« Contact ManagementAllows customers easy access to our databasriofglists, media outlets and
publicity opportunities. Customers can quickly ¢estargeted lists, send messages by email, faxadramd
track meetings, telephone calls and other imposgativities.

« Collateral Management.Provides a central and easily accessible repgditovhich to store all PR
information that needs to be shared internallyxtemally throughout the organization. Can include
documents or files of any type, such as media ghstographs, videos, executive biographies, anmepairts
and other PR material

» Project Managemen Helps organize PR projects, including press sglsaspeaking engagements, or
publicity events. A graphical dashboard shows thtus of all open projects, allowing users to check
milestones, reminders, allocated and used resquezes assignments and other tasks from the plgretag:
through execution anfollow-up reporting.

« Newsrooms Provides journalists, analysts, public officiated other key audiences 24/7 access to an
organizatio’'s breaking news, press releases, digital collatgrassroots advocacy tools and other crit




public information. Matches the look and feel o tirganization’s website and allows PR professstal
quickly and easily update content when and whesg tant, without the need for IT suppc

* PRWeb Online Newswir Allows organizations to increase their onlinahility by distributing their news
directly to online news sites such as Google News¥ahoo! News and directly to the public through
millions of daily RSS feeds and other social medias. Optimizes press releases for search engingslp
ensure that press releases are prominently digplayesearch results and drive traffic to an orgaion’s
website.

< Email Campaigns Enables organizations to deliver interactive camitations that provide online access to
related collateral material and to track and measesponse rates and other campaign metrics. Rgid
simple process for delivering information to jouisis, analysts, legislators and other key audienaéso
provides valuable metrics on campaign initiativesluding emails opened, documents downloaded and
options selectec

< Analytics & Measuremen Automatically transforms relevant data about neaxerage, PR activities and
online newsroom statistics into valuable insight@tta PR department’s programs and results. Previde
executive-level dashboards, allowing an organip&isenior management to better understand theangba
relevant news, monitor the competitive landscamkranognize trends emerging in the me

* News Or-Demand. Continuously monitors over 25,000 news sourceduding print, broadcast, Internet
news sites and key blogs to identify and delivéavant news coverage to customers based on tlauidal
criteria. News clippings are stored in a searchdhtabase, for easy viewing, printing and shal

Due to our flexible architecture and modular degsiga are able to easily combine these functionpabdities
into pre-packaged editions with optional add-on oies|, to meet the needs of a wide range of orgaoir
regardless of their size or specific PR managermigjectives. Currently we offer our on-demand softwsuite in
the following pre-packaged editions:

« Public Relations Small Business Editic Designed primarily for small organizations andumes online
press release distribution and basic reporting lutipes.

« Public Relations Standard Editio Designed primarily for small organizations andues contact
management and basic reporting capabili

» Public Relations Professional Editio Designed primarily to meet the needs of mid-sized large
organizations and provides contact management, memsigement and expanded reporting capabil

« Public Relations Enterprise Editio Provides increased flexibility and functionaliyypically required by
large organizations. Enterprise Edition is our nfolly featured edition and includes all of the étionality
of the Professional Edition, along with project mgament, collateral management, comprehensivetiagor
and configuration capabilitie

« Government Relations EditionDesigned to meet an organization’s governmeatiogls needs, including
communications with public officials and grassroatvocates, compliance reporting and issues and
legislation managemer

Additional functional capabilities are offered thgh a variety of add-on modules which include newsrts,
PRWeb online newswire, email campaigns, analyticagasurement and news on-demand.
Technology, Development and Operations
Technology

We were an early pioneer in hosted, multi-tenamgdemand software, launching our first version999. Our
on-demand software is built on a single code baaeléverages a highly scalable, mt#tirant application written i
Visual Basic and C# for the .NET framework. We aemmercially available hardware and a combination o
proprietary and commercially available software]uning Microsoft SQL Server and Microsoft Windowge




have developed proprietary core services sucherssession management and full text indexing treatumned to ot
specific architecture and environment, allowingaisontinually scale our service. We have a seamdagironmen
in which a user is not bound to a single serverchutbe routed in the most optimal way to any nurobservers.

Our on-demand software manages all customers asllygseparate tenants in central applications and
databases. As a result, we are able to spreadh@fcdelivering our service across our user biasaddition,
because we do not have to manage thousands ofatligfiplications with their own business logic d@athbase
schemas, we believe that we can scale our budiastes than traditional software vendors, evendhbat have
modified their products to be accessible over tierhet.

Every page of our odemand software is dynamically rendered for eaeleifip user, including a choice of fiy
languages. Our customers access our solutionsghrany web browser without installing any software
downloading Java applets, Microsoft ActiveX, or INEontrols. Performance, functional depth and u#qlf our
solutions drive our technology decisions and prodirection.

Development

Our research and development efforts are focusechproving and enhancing our existing solutionsvali as
developing new features and functionality. Becaafsmur common, multi-tenant architecture, we are &b provide
all of our customers with a single version of onlutions, which allows us to maintain relativelydoesearch and
development expenses, as compared to traditionedpise software business models which supportipheil
versions.

Site Operations

We serve all of our customers from two third-pdetgilities located in Virginia and Washington. Thes
facilities provide a combination of security perseh photo ID/access cards, biometric hand scararats
sophisticated fire systems. The overall securitgaifh data center (inside and outside) and netejmekations cent
are monitored by digital video surveillance camé&édours a day, seven days a week. Additionadigundant
electrical generators and environmental controlaEvare used to keep servers up and running. Weoovease
and operate all of the hardware on which our apfibos run in the third-party facilities.

We continuously monitor the performance of our EgrvOur site operations team provides all system
management, maintenance, monitoring and back-upud&¥eustom, proprietary tools as well as commigycia
available tools to monitor our solutions. We rustsen one minute intervals to ensure adequat®nsspfrom all of
our sites. We also monitor site availability anfecy from over 15 geographic points around thedviorfive
minute intervals.

To facilitate loss recovery, we operate a multigéesystem configuration with load balanced weliergpools,
standby database servers and fault tolerant staiegees. Databases are backed up every five nsinate hot
standby database and server, which are design@dvae near real-time fail-over service in the vef a
malfunction with a primary database or server. Battkups of all databases take place nightly aacwehived to
tape. These tapes are rotated off-site two timesvpek to a separate third-party managed faclitg.also maintain
a fully redundant site for our Virginia facilityp¢ated within our headquarters, which would ses/ewr primary sit
in the event that a disaster was to render onkeothird-party sites inoperable.

Customer Support

We believe that superior customer support is @iitic retaining and expanding our customer base. Ou
customer support group is responsible for new costamplementations, training and general help deskices,
including identifying, analyzing and solving anyoptems or issues. Support services are availaliiastmmers
on-site, by telephone, via email and via live ahadr the Internet. We also offer basic and advameening classes
either on-site or via the Internet through livepoe-recorded webased classes. Customer support is available ¢
standard business hours to customers that subsortag on-demand software. We also offer 24/7 stipp
subscription customers at an additional chargehde support personnel in our London, England effichandle




support requests from our international custon@ush support is available during standard inteomati business
hours.

In addition, we offer 24/7 editorial support to tsef our online newswire. We also offer, for amliédnal
charge, premium editorial services, such as edémgrewriting of press releases to help optimigg&idution.

Sales and Marketing

We sell our solutions through our direct sales oizggtion, the Internet and thigkrty resellers. Our direct sa
organization is separated into new sales and egististomer base sales groups. In our new salap gn@ employ
telesales personnel to make initial calls to paatictistomers and to qualify customer leads. Weleynpside sales
and field sales personnel to close sales with ousts. Our existing customer base sales group feauseenewing
customer relationships and expanding those relghips by selling additional users and modules tocagtomers.
We currently have regional field operations office#4aryland, Virginia, California, London, Englarehd
Bangkok, Thailand as well as resellers in Spaian€e, Italy and Asia. International revenue acosaifior
approximately 7% of our total revenue in 2006 a#di@ 2007; however, we expect international markefsrovide
increased opportunities for our solution offerifgyshe future.

We have relationships with several indirect chamtigtibutors, which in the aggregate accounted for
approximately 5% of our total revenue in 2007 .He future, we may establish additional stratedmti@nships with
vertical market distribution partners and independ®ftware vendor/original equipment manufactupagtners. In
international markets where we do not have a dselting presence, we rely on resellers to sellsmlutions. This
strategy is primarily employed in Western Europd Asia.

Our marketing strategy is to generate qualifieésétads, build our brand and create market awssasfe
Vocus as a leading provider of on-demand softwar@tiblic relations management. Our marketing poty
include direct mail and email campaigns, searclinengarketing, using our website to provide prodarad
company information, issuing press releases oguaaebasis and launching events to publicize otut®ns to
existing customers and prospects. We also conéucinsirs, participate in trade shows and industnferences,
host an annual user conference, publish white gpapéating to PR issues and develop customer referprograms,
such as customer case studies.

Our Customers

As of December 31, 2007, we had 2,427 active sigismm customers in various industries, includintahcial
and insurance, technology, healthcare and pharriaeaksuand retail and consumer products, as wedloaernment
agencies, not-for-profit organizations and educatidnstitutions. No single end-user customer antedi for more
than 1% of our revenue in 2007.

Competition

The public relations market is fragmented, competiand rapidly evolving, and there are limitedrheas to
entry to some segments of this market. Within sieigmentation, vendors are offering solutions thinoeither on-
demand or traditional on-premise delivery methdds.expect to encounter new and evolving competa®ihis
market consolidates and matures and as organizdtecrome more aware of the advantages and effiegetiat ca
be attained from the use of specialized softwatkaher technology solutions. Currently, we prifyaféce
competition from four sources:

 generic desktop software and other commerciallyiavia software not specifically designed for F
* PR solution providers offering products specifigalesigned for Pk

 outsourced PR service providers; ¢

« custon-developed solution:

We compete with generic desktop software tools stscWlicrosoft Office or ACT, as well as other
commercially available software solutions not sfieglly designed for PR. While these solutions hagme
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application to PR, they typically lack the spedatl content and specific workflow necessary to riteetomplex
needs of the PR market.

We compete with PR solution providers such as @jdurrellesLuce, United Business Media and Factiva
These vendors typically provide one or more praogltitht each address a single problem or procebsWwAR. We
believe we are able to compete successfully wiglseéhvendors due to our comprehensive and integoéfesihgs
and our secure, scalable application and systehitecture. In particular, we believe PR departmeats, in
general, more readily automate and integrate maanyuad, paper-based and discrete business actmitieur on-
demand software than with our competitors’ offesindpereby improving effectiveness, increasing pobiity and
lowering total cost of ownership.

We also compete to a lesser extent with provideautsourced PR services, including PR agenciesotmat
outsourced service providers. While some customansider outsourcing services and in-house softieabe
competing alternatives, many customers view thedeeag complementary options and will often usth bim those
cases where customers wish to select a singlemptie believe we compete successfully against autsd service
providers by providing an in-house, automated saiuthat offers customers a more cost-effective tandly
approach to managing their PR efforts.

We compete with custom-developed solutions creeitber internally by the organization or outsideders.
However, building a custom solution often requiegtensive financial and technical resources that nod be
available or cost-effective for the public relasaepartment. In addition, in many cases the custsrfegacy
database and software system were not designeghpmrt the increasingly complex and dynamic nedédsday’s
PR department.

We believe the principal factors that generallyed®tine a company’s competitive advantage in thdipub
relations market include the following:

 broad product functionality and depth of integmati

» ease of use

« low total cost of ownership and easily demonstrabls-effective benefits for customel
« flexibility and configurability to meet complex diosner requirement:

« rapid deployment and adoptic

* speed, reliability and functionalit

» system performance, security, scalability and bdits;

« ease of integration with existing applications dath;

« availability and quality of implementation, traigimnd hel-desk services; ar

« competitive sales and marketing capabilit

Intellectual Property and Proprietary Content

We rely on a combination of patent, trademark, cighy and trade secret laws in the United Statelscther
jurisdictions as well as confidentiality proceduessl contractual provisions to protect our progrigtechnology
and our brand. We have no issued patents; howereghnave one pending patent application. We alser émtio
confidentiality and proprietary rights agreemenithwur employees, consultants and other thirdiggend control
access to software, documentation and other prapyienformation.

We pursue the registration of our trademarks intthiged States and in other countries, althougthawee not
secured registration of all of our marks. We hagigtered the marks Vocus and PRWeb in the Unitatt§ and
have applications pending to register the marksug@nd PRWeb in the European Union, China, Honggkon
Singapore and Thailand.
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We currently license content included in our on-dathsoftware from several providers pursuant ta dat
reseller, data distribution and license agreemeiitsthese providers. These agreements provideithsoantent
such as news coverage from print and Internet s#es, as well as contact information for jourrtalisinalysts,
public officials, media outlets and publicity opparities. The licenses for this content are nontesiee. The
agreements vary in length from one to three yeard,generally renew automatically subject to certaincellation
provisions available to the parties. Fees for thtent provided are generally either fixed amoyetssubscriber or
based upon the number of concurrent users at aripdrs Such fees are generally paid quarterly ontfmy. During
2005, we developed our own content which has replacsignificant portion of our acquired third-gazbntent. In
August 2005, we began providing our internally-deped content to our customers and we ceased pngvitle
replaced third-party content. We do not believe #my of our content providers are single sourggpbers, the loss
of whom would substantially affect our business.

If a claim is asserted that we have infringed theliectual property of a third party, we may beuieed to seek
licenses to that technology. In addition, we lieetisrd-party technologies that are incorporated sgome elements
of our services. Licenses from third parties mataumtinue to be available to us at a reasonatsg ooat all.
Additionally, the steps we have taken to protectiotellectual property rights may not be adequaterd parties
may infringe or misappropriate our proprietary tggfCompetitors may also independently developrteldyies tha
are substantially equivalent or superior to théanetogies we employ in our services.

Employees

As of December 31, 2007, we had 341 full-time aad-ime employees. Our employees are not covemdéru
any collective bargaining agreement, and we havemexperienced a work stoppage. We believe we bawd
relations with our employees.

Executive Officers and Key Employees

Our executive officers and key employees and tlesipective ages and positions as of February 218 afe as
follows:

Name Age Position

Richard Rudman 46 Chief Executive Officer, President and Chairn
Stephen Vintz’ 39 Chief Financial Officer, Treasurer and Secre’
William Wagner* 40 Chief Marketing Officel

Norman Weissberg 46 Senior Vice President, North American Se
Andrew Muir* 52 Managing Director, Vocus Internatior

William Donnelly 52 Senior Vice President, Corporate Developn
Darren Stewat 39 Senior Vice President, Customer Servi

Mark Heys 36 Chief Technology Office

* Denotes an executive offic

Richard Rudmawo-founded Vocus and has served as our Chief ExedOfficer, President and Chairman
since 1992. From 1986 through 1992, Mr. Rudmanegkas a senior executive at Dataway Corporatisoftaare
development company. From 1984 through 1986, MdrRan served as an accountant and systems analyst at
Barlow Corporation, a privately held real estateadlepment and management company. From 1979 thrb988,
Mr. Rudman served in the United States Air Force. Rildman also serves on the board of directofssettra and
Parature, privately held technology companiesdutition, Mr. Rudman serves on the board of directifrthe
Baltimore Symphony Orchestra, a non-profit orgatiira Mr. Rudman holds a B.S. degree in accourftiog the
University of Maryland and is a Certified Public @dintant.

Stephen Vinthas served as our Chief Financial Officer and Tuesarssince January 2001. From November
1996 to January 2001, Mr. Vintz was Vice Presiddr$trategic Planning and Analysis at Snyder Comioations,
Inc., a marketing services company. Prior to Noveni®96, Mr. Vintz was a manager at Ernst & YouhgpL
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Mr. Vintz serves on the board of directors of FislwbMarketing, a privately held technology compahly. Vintz
holds a B.B.A. degree in accounting from Loyolal€gé of Maryland and is a Certified Public Accounita

William Wagnelhas served as our Chief Marketing Officer sincg 20006. From January 2000 to June 2006,
Mr. Wagner served as Chief Marketing Officer atdfiimk Communications, a global provider of seguahd
mobility software. From 1989 to 2000, Mr. Wagneldhearious sales and marketing positions at AT&T.
Mr. Wagner serves on the board of directors of M&wWorks, a privately held company, and the C. D&wens
Foundation, a not-for-profit organization. Mr. Wagtolds a B.A. degree in history from Lafayettdl€ye and an
M.B.A. degree from the University of Pennsylvania.

Norman Weissbergas served as our Senior Vice President, North AaeiSales since June 2006. From
August 1998 until June 2006, he was our Vice PeggidAccount Sales. From March 1997 to August 1998,
Mr. Weissberg was a Major Accounts Manager at Xé&@orporation. Mr. Weissberg serves on the boardirettor:
of Formatta, a privately held technology company. Weissberg holds a B.S. degree in business fham t
University of Maryland.

Andrew Muirhas served as Managing Director, Vocus Internatjeiace January 2003 (from January 2003 to
April 2004, in a consulting capacity). From Janu2®@?2 to December 2002, Mr. Muir was self-emploged
consultant. From August 1999 to December 2001 NWiir served as Managing Director of Cyveillance
International (UK) Ltd. Mr. Muir also serves on theard of directors of Highgate Associates and iDgtons Ltd.

Mr. Muir holds an H.N.D degree in computer sciefroen Coventry University (Lanchester Polytechnic).

William Donnellyhas served as our Senior Vice President, Corpdratelopment since June 2006. From April
2002 through June 2006 he was our Vice PresidatésSFrom August 2000 to April 2002, Mr. Donnedbrved as
Vice President, Sales and Customer Care for Cauigeb, Inc., a provider of webased human resources solutic
From April 1995 through April 2000, Mr. Donnellyrsed as Vice President, Sales and Business Developat
Best Software, Inc., a software company. Mr. Dolyradso serves on the board of directors of Regelucation,

Inc., a privately held corporation. Mr. Donnellylti® a B.S. degree in business administration anthoanications
from Ramapo College of New Jersey and an M.B.Aeedrom George Washington University.

Darren Stewarhas served as our Senior Vice President, Customrgicgs since February 1996. From January
1994 through February 1996, Mr. Stewart workedridormation Systems Group, a software consultingijgcany.
From September 1992 through January 1994, Mr. Stemas Manager of Customer Service for Job Files
Corporation, a privately held HR software and ssrgicompany. Mr. Stewart holds a B.S. degree imbss
administration and finance from the University afl@ado.

Mark Heyshas served as our Vice President, Development gintag Vocus in 1998. Mr. Heys was proma
to Chief Technology Officer in February 2008. Fréebruary 1996 through November 1998 Mr. Heys seaged
Development Manager at T4G Limited, a privatelydhempany. Prior to T4G, Mr. Heys was the foundet @EO
of Definitive Ideas, a software company focusedPomt-of-Sale applications.

Available Information

We make available free of charge on or throughlat@rnet website our annual reports on Form 1@ugrterly
reports on Form 10-Q, current reports on Form &H all amendments to those reports as soon asnaago
practicable after such material is electronicallydf with or furnished to the Securities and Exag@Commission,
or SEC. Our website addressng/w.vocus.com.

Item 1A. Risk Factors

We operate in a rapidly changing environment thablives a number of risks, some of which are beymnd
control. This discussion highlights some of thé&sisshich may affect future operating results. Thasethe risks
and uncertainties we believe are most importanydéorto consider. Additional risks and uncertaisitit presently
known to us, which we currently deem immateriaibich are similar to those faced by other compaimexsir
industry or business in general, may also impairbusiness operations. If any of the following sigk uncertaintie
actually occurs, our business, financial condion operating results would likely suffer.
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Risks Related to Our Business and Industr

The markets for our on-demand software and solutsoare emerging, which makes it difficult to eval@abur
business and future prospects and may increaserible of your investment.

The market for software specifically designed fablgc relations is relatively new and emerging, malkour
business and future prospects difficult to evalulstany companies have invested substantial pers@amokfinancia
resources in their PR departments, and may betagiucr unwilling to migrate to on-demand softwaral services
specifically designed to address the public refetimarket. Widespread market acceptance of outiaduis critica
to the success of our business. You must consigebusiness and future prospects in light of tredlehges, risks
and difficulties we encounter in the new and rap#llolving market of on-demand public relations agement
solutions. These challenges, risks and difficulinesude the following:

 generating sufficient revenue to maintain profiliagi

e managing growth in our operatior

* managing the risks associated with developing rewices and module
« attracting and retaining customers; :

« attracting and retaining key personr

We may not be able to successfully address arlyesktchallenges, risks and difficulties, including other
risks related to our business and industry desdiistow. Failure to adequately do so could advgrs#éct our
business, results of operations or financial comalit

If our on-demand solutions are not widely acceptedy business will be harmed.

We derive, and expect to continue to derive forftiieseeable future, principally all of our reveriten
providing on-demand solutions. Our success willeshgpto a substantial extent on the willingnessoofiganies to
increase their use of on-demand solutions in géaadfor on-demand public relations software agmises in
particular. If businesses do not perceive the benef our on-demand solutions, then the market matydevelop
further, or it may develop more slowly than we estpeither of which would adversely affect our mess, financial
condition and results of operations.

A majority of our on-demand solutions are sold puient to subscription agreements, and if our exisin
subscription customers elect either not to renevesk agreements or renew these agreements for feveetules
or users, our business, financial condition and tdts of operations will be adversely affected.

A majority of our on-demand solutions are sold parg to annual subscription agreements and ouoigss
have no obligation to renew these agreements.r&sudt, we may not be able to consistently andrately predict
future renewal rates. Our subscription customenséwal rates may decline or fluctuate or our siijpsen
customers may renew for fewer modules or usersrasudt of a number of factors, including theirdeof
satisfaction with our solutions, budgetary or otb@ncerns, and the availability and pricing of cetiy products.
Additionally, we may lose our subscription customéue to the high turnover rate in the PR deparnsngfirsmall
and mid-sized organizations. If large numbers dténg subscription customers do not renew theseemgents, or
renew these agreements on terms less favorabke smd if we cannot replace or supplement thosereewals
with new subscription agreements generating theesamgreater level of revenue, our business, fiheondition
and results of operations will be adversely affécte

Because we recognize subscription revenue overténm of the applicable subscription agreement, thek of
subscription renewals or new subscription agreengentay not be immediately reflected in our operating
results.

We recognize revenue from our subscription custeroeer the terms of their subscription agreem@irits.
majority of our quarterly revenue usually represeatdferred revenue from subscription agreemené&sezhinto
during previous quarters. As a result, a declineew or renewed subscription agreements in anyjaager will
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not necessarily be fully reflected in the revenuetfie corresponding quarter but will negativelfeef our revenue
in future quarters. Additionally, the effect of sificant downturns in sales and market acceptahoeiosolutions
may not be fully reflected in our results of opamas until future periods. Our subscription modsbanakes it
difficult for us to rapidly increase our revenueaihgh additional sales in any period, as revenom fnew customel
must be recognized over the applicable subscrigéon.

Our business model continues to evolve, which mayse our results of operations to fluctuate or dieel.

Our business model continues to evolve, and igether subject to additional risk and uncertaintyr &xample
through our acquisition of PRWeb International,. limcAugust 2006, we began providing online predsase
distribution. We anticipate that our future finaalgberformance and revenue growth will depend airt, upon the
growth of these services. Unlike our historicahseription-based model, we recognize revenue fronoaline
news distribution services on a per transactiomshalsen our customers’ press releases are madelateatio the
public. Since our transaction revenue is not derfivem subscription agreements, the amount of &eatiten revenue
we recognize in any period could fluctuate sigmifitty from prior periods, which could adverselyeatfour
financial condition and results of operations.

We depend on search engines to attract new custamand if those search engines change their lissngy our
relationship with them deteriorates or terminatese may be unable to attract new customers and ausibess
may be harmed.

We rely on search engines to attract new custoraatsmany of our customers locate our websitediblirg
through on search results displayed by search esginch as Google and Yahoo!. Search engines liypicavide
two types of search results, algorithmic and puseddistings. Algorithmic search results are deteeth and
organized solely by automated criteria set by #ach engine and a ranking level cannot be purdhagbvertisers
can also pay search engines to place listings prominently in search results in order to attrassrs to
advertisersivebsites. We rely on both algorithmic and purchdsgidigs to attract customers to our websitesr&z
engines revise their algorithms from time to timen attempt to optimize their search result lgginf search
engines on which we rely for algorithmic listing®dify their algorithms, then our websites may napear at all or
may appear less prominently in search results weieid result in fewer customers clicking througlotir website:
requiring us to resort to other potentially costigources to advertise and market our servicendfor more search
engines on which we rely for purchased listings iineglor terminates its relationship with us, oupenses could
rise, or our revenue could decline and our business suffer. Additionally, the cost of purchasedrsé listing
advertising is rapidly increasing as demand fos¢hehannels grows, and further increases couldlgiaerease ou
expenses.

We might not generate increased business from ourrent customers, which could limit our revenue the
future.

The success of our strategy is dependent, in gauthie success of our efforts to sell additionatioies and
services to our existing customers and to incré@s@aumber of users per subscription customer. & bastomers
might choose not to expand their use of or makéiaddl purchases of our solutions. If we fail tengrate
additional business from our current customersyeuwenue could grow at a slower rate or decrease.

Failure to effectively develop and expand our salsd marketing capabilities could harm our ability
increase our customer base and achieve broader retilcceptance of our solutions.

Increasing our customer base and achieving broaddtet acceptance of our solutions will depend to a
significant extent on our ability to expand ouresadnd marketing operations. We plan to continepand our
direct sales force and engage additional thirdypeltannel partners, both domestically and inteomatiy. This
expansion will require us to invest significantaitial and other resources. Our business will bewssy harmed if
our efforts do not generate a corresponding sicguifi increase in revenue. We may not achieve pat&il revenue
growth from expanding our direct sales force ifave unable to hire and develop talented direcsgaesonnel, if
our new direct sales personnel are unable to agldesired productivity levels in a reasonable gkeobtime or if
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we are unable to retain our existing direct sal@s@nnel. We also may not achieve anticipated tegnowth from
our third-party channel partners if we are unablattract and retain additional motivated thirdtpahannel
partners, if any existing or future thiphrty channel partners fail to successfully martestell, implement or suppt
our solutions for their customers, or if they regamet multiple providers and devote greater ressuicenarket,
resell, implement and support competing productssamvices.

If we fail to develop our brands cost-effectivebyr business may suffer.

We believe that developing and maintaining awargésur brands in a cost-effective manner isaaitio
achieving widespread acceptance of our existingfatuge services and is an important element raeting new
customers. Successful promotion of our brandsdeiiend largely on the effectiveness of our marlgegiifiorts and
on our ability to provide reliable and useful saus. Brand promotion activities may not yield ieased revenue,
and even if they do, any increased revenue maypffeit the expenses we incurred in building ountisa Our
online press release and news distribution isstedlinformation source. To the extent we werdstiidute an
inaccurate or fraudulent press release, our repatabuld be harmed. If we fail to successfullynpate and
maintain our brands, or incur substantial expeirsas unsuccessful attempt to promote and maimairbrands, w
may fail to attract new customers or retain ous#xg customers to the extent necessary to real&dficient return
on our brand-building efforts, and our businesdaauffer.

If our information database does not maintain markacceptance, our business, financial condition aresults
of operations could be adversely affected.

We have developed our own content that is includete information database that we make availabzur
customers through our on-demand software. If ai@rivally-developed content does not maintain market
acceptance, current subscription customers magamdinue to renew their subscription agreementh wét and it
may be more difficult for us to acquire new suljsiion customers. It may become necessary for lisense
content from third parties, and such content maybeaavailable on commercially reasonable termest, &il.

We depend on search engines for the placement afaustomers’ online news distribution, and if thosearch
engines change their listings or our relationshipitiy them deteriorates or terminates, our reputatiovill be
harmed and we may lose customers or be unable t@et new customers.

Our online news distribution business depends tipemplacement of our customers’ news releasesalich
engines on which we rely modify their algorithmsparposefully block our content, then informatidatdbuted via
our online service may not be displayed or mayibplayed less prominently in search results, ara @sult we
could lose customers or fail to attract new custsnaad our results of operations could be advelsébgeted.

We have incurred operating losses in the past anglynmcur operating losses in the future.

We have incurred operating losses in the past anohay incur operating losses in the future. Oueméc
operating losses were $4.9 million for 2005, $1lillien for 2006, and $821,000 for 2007. We expeat operating
expenses to increase as we expand our operatimh#, @ur increased operating expenses exceedewantie
growth, we may not be able to achieve operatingrime You should not consider recent quarterly raeegrowth a
indicative of our future performance. In fact, iridre quarters we may not have any revenue grombluorevenue
could decline.

Our quarterly results of operations may fluctuate the future. As a result, we may fail to meet otceed the
expectations of investors or securities analystsahhcould cause our stock price to decline.

Our quarterly revenue and results of operations fluayuate as a result of a variety of factors, ynahwhich
are outside of our control. If our quarterly reverar results of operations fall below the expeotatiof investors or
securities analysts, the price of our common stmekd decline substantially. Fluctuations in owsulés of
operations may be due to a number of factors, ety but not limited to, those listed below andritfied
throughout this “Risk Factors” section:

« our ability to retain and increase sales to exgstinstomers and attract new custom
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« changes in the volume and mix of subscriptions aaftl press releases distributed in a particulartem:

« seasonality of our business cycle, given that abssription volumes are normally lowest in thetfgqaarter
and highest in the fourth quarti

 our policy of expensing sales commissions at the tur customers are invoiced for a subscription
agreement, while the majority of our revenue iogeized ratably over future perioc

« the timing and success of new product introductimmgpgrades by us or our competitc
« changes in our pricing policies or those of our petitors;

« the amount and timing of expenditures related fmaexling our operation

« changes in accounting policies or the timing of-recurring charges

« changes in the payment terms for our products andces; ant

* the purchasing and budgeting cycles of our custsr

Most of our expenses, such as salaries and thitgi-pasting co-location costs, are relatively fixadhe short-
term, and our expense levels are based in partioaxpectations regarding future revenue levelsa Assult, if
revenue for a particular quarter is below our eigi@ns, we may not be able to proportionally redaperating
expenses for that quarter, causing a dispropoteoeffect on our expected results of operationshat quarter.

Due to the foregoing factors, and the other risksubsed in this report, you should not rely onrtgeto-
guarter comparisons of our results of operatioraraisdication of our future performance.

We face competition, and our failure to compete sassfully could make it difficult for us to add ametain
customers and could reduce or impede the growttoof business.

The public relations market is fragmented, competiand rapidly evolving, and there are limitedrtss to
entry to some segments of this market. We expecintiensity of competition to increase in the fatas existing
competitors develop their capabilities and as nemganies enter our market. Increased competitiotda@sult in
pricing pressure, reduced sales, lower marginkefailure of our solutions to achieve or maintaioad market
acceptance. If we are unable to compete effectivielyill be difficult for us to maintain our pring rates and add
and retain customers, and our business, finaneraition and results of operations will be serigusirmed. We
face competition from:

« PR solution providers offering products specifigalesigned for PR

« generic desktop software and other commerciallyiavia software not specifically designed for F
» outsourced PR service providers; ¢

* custon-developed solution:

Many of our current and potential competitors hlweyer operating histories, a larger presenceerggneral
PR market, access to larger customer bases anthstiily greater financial, technical, sales aratketing,
management, service, support and other resouraasntl have. As a result, our competitors may be tabtespond
more quickly than we can to new or changing opputiees, technologies, standards or customer reopdgrgs or
devote greater resources to the promotion ando$aheir products and services than we can. Teitent our
competitors have an existing relationship with septial customer, that customer may be unwillingwdtch
vendors due to existing time and financial commiitaavith our competitors.

We also expect that new competitors, such as argergpoftware vendors and online service provitless have
traditionally focused on enterprise resource plagmr back office applications, will enter the ocertnd public
relations management market with competing prodasttie on-demand public relations management harke
develops and matures. Many of these potential ctitopehave established or may establish busiriess)cial or
strategic relationships among themselves or witktiexg or potential customers, alliance partners or

17




other third parties or may combine and consolitiateecome more formidable competitors with bettsources. It
is possible that these new competitors could rggdbuire significant market share.

If we fail to respond to evolving industry standardour on-demand solutions may become obsoletess |
competitive.

The market for our on-demand solutions is charasdrby changes in customer requirements, chamges i
protocols and evolving industry standards. If we @amable to enhance or develop new features foexiating
solutions or develop acceptable new solutionskbap pace with these changes, our on-demand seftwal
services may become obsolete, less marketableeaaddmpetitive and our business will be harmed.stitcess of
any enhancements, new modules and on-demand sefamdrservices depends on several factors, ingudfirely
completion, introduction and market acceptanceunfsmlutions. Failure to produce acceptable neweroffjs and
enhancements may significantly impair our revenasvth and reputation.

If there are interruptions or delays in providingus on-demand solutions due to third-party error, bown
error or the occurrence of unforeseeable eventdjaey of our solutions could become impaired, whicould
harm our relationships with customers and subjed to liability.

All of our solutions reside on hardware that we awhease and operate that is currently locatedanthird-
party facilities maintained and operated in Virgiaind Washington. Our third-party facility providefo not
guarantee that our customers’ access to our spfutidll be uninterrupted, error-free or secure. Gperations
depend, in part, on our third-party facility proeid’ ability to protect systems in their facilitiagainst damage or
interruption from natural disasters, power or tefamunications failures, criminal acts and simiteems. In the
event that our third-party facility arrangements tarminated, or there is a lapse of service oraggnto such third-
party facilities, we could experience interruptiom®ur service as well as delays and additionpkege in arrangir
new facilities and services.

Our disaster recovery computer hardware and sydteated at our headquarters in Lanham, Marylaadeh
not been tested under actual disaster conditiodsraay not have sufficient capacity to recover atidand services
in the event of an outage occurring at our thirdyptacilities. Moreover, our disaster recovery qater hardware
and systems are located within the same geograpgicn as one of our third-party facilities and niieyequally or
more affected by any disaster affecting such tpady facility. Any or all of these events couldusa our customers
to lose access to our on-demand software. In addlithe failure by our third-party facilities to eteour capacity
requirements could result in interruptions in saeflvice or impede our ability to scale our operetio

We architect the system infrastructure and proemtown or lease the computer hardware used for our
services. Design and mechanical errors, spikesageivolume and failure to follow system protoewid
procedures could cause our systems to fail, regyilti interruptions in our service. Any interruptor delays in ol
service, whether as a result of third-party eroor,own error, natural disasters or security breactvhether
accidental or willful, could harm our relationshipgth customers and our reputation. Also, in therswof damage «
interruption, our insurance policies may not adéglyacompensate us for any losses that we may .iftwse
factors in turn could reduce our revenue, subjsdbuiability, and cause us to issue credits aiseacustomers to fi
to renew their subscriptions, any of which couldexdely affect our business, financial conditiod a@sults of
operations.

The market for our solutions among large customenay be limited if they require customized featui@s
functions that we do not currently intend to prowdn our solutions or that would be difficult fomidividual
customers to customize within our solutions.

Prospective customers, especially large enterptiseomers, may require heavily customized featanels
functions unique to their business processesolective customers require customized featurésetions that
we do not offer, and that would be difficult foreth to implement themselves, then the market fosolutions will
be more limited and our business could suffer.
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Acquisitions could prove difficult to integrate, sliupt our business, dilute stockholder value ancheame
resources that are necessary to sustain our busines

One of our business strategies is to continuelezteely acquire companies which would either exgpaur
solutions’ functionality, provide access to newtousers or markets, or both. An acquisition may ltéau
unforeseen operating difficulties and expendituregarticular, we may encounter difficulties asiiting or
integrating the technologies, products, personneperations of the acquired organizations, padityif the key
personnel of the acquired company choose not t& feorus, and we may have difficulty retaining thestomers of
any acquired business due to changes in managameémwnership. Acquisitions may also disrupt ouyang
business, divert our resources and require sigmfimanagement attention that would otherwise bédabie for
ongoing development of our business. We also magrance lower rates of renewal from subscriptiostemers
obtained through acquisitions than our typical vemeates. Moreover, we cannot provide assurareiethie
anticipated benefits of any acquisition, investmanbusiness relationship would be realized or wWwatvould not bt
exposed to unknown liabilities. In connection watle or more of these transactions, we may:

* issue additional equity securities that would diltiie ownership of our stockholde
 use cash that we may need in the future to opetatbusiness

« incur or assume debt on terms unfavorable to dlsatrwe are unable to reps

« incur large charges or substantial liabiliti

 encounter difficulties retaining key employees ofa@quired company or integrating diverse business
cultures; anc

* become subject to adverse tax consequences, stidlst@preciation or deferred compensation chai

To date, we have completed several acquisitionsekample, in November 2004 we acquired substinadl
of the assets of Gnossos Software, Inc., and irusiug006 we acquired certain assets and assumaghdebilities
of PRWeb International, Inc. In each of these taatisns, the consideration we paid included bo#h@nd shares
of our common stock. The issuance of shares otommmon stock diluted the ownership of our existing
stockholders, and the cash consideration paid egtitiee cash available to us for other purposes.

We may be liable to our customers and may lose aunglrs if we provide poor service, if our solutiods not
comply with our agreements or if there is a lossdafta.

The information in our databases may not be corageiay contain inaccuracies that our customeyardeas
significant. Our ability to collect and report datay be interrupted by a number of factors, inaigdiur inability to
access the Internet, the failure of our networkaftware systems or failure by our third-party lities to meet our
capacity requirements. In addition, computer visuged intentional or unintentional acts of our esgpks may
harm our systems causing us to lose data we maiatal supply to our customers or data that ouoocusts input
and maintain on our systems, and the transmisgioaroputer viruses could expose us to litigationr 8ubscriptio
agreements generally give our customers the rigtegriminate their agreements for cause if we neltetboreach ou
obligations. Any failures in the services that we@Ey or the loss of any of our customers’ data ¥ cannot
rectify in a certain time period may give our cus#ss the right to terminate their agreements wétland could
subject us to liability. As a result, we may alsorbquired to spend substantial amounts to deemslits and pay
any resulting damage awards. In addition to poaéhbility, if we supply inaccurate data or exigeice
interruptions in our ability to supply data, oupu¢ation could be harmed and we could lose custemer

Although we maintain general liability insuranaegluding coverage for errors and omissions, thiecage
may be inadequate, or may not be available inuhed on acceptable terms, or at all. In additiea,cannot provid
assurance that this policy will cover any claimiagtus for loss of data or other indirect or capsmntial damages
and defending a suit, regardless of its merit, @dn@ costly and divert management’s attention.
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If our solutions fail to perform properly or if thg contain technical defects, our reputation will bearmed, our
market share would decline and we could be subjegbroduct liability claims.

Our on-demand software may contain undetectedsomdefects that may result in product failures or
otherwise cause our solutions to fail to performadgordance with customer expectations. Becauseustiomers
use our solutions for important aspects of thegiless, any errors or defects in, or other perfacagproblems
with, our solutions could hurt our reputation angyndamage our customers’ businesses. If that oceersould
lose future sales or our existing subscription @ugrs could elect to not renew. Product performg@moblems
could result in loss of market share, failure thiaee market acceptance and the diversion of dpusdmt resource
If one or more of our solutions fail to performammtain a technical defect, a customer may assdaim against us
for substantial damages, whether or not we areoresle for our solutions’ failure or defect. We ot currently
maintain any warranty reserves.

Product liability claims could require us to spesighificant time and money in litigation or arbiicn/dispute
resolution or to pay significant settlements or dgas. Although we maintain general liability insw@, including
coverage for errors and omissions, this coveragemobbe sufficient to cover liabilities resultifigm such produc
liability claims. Also, our insurer may disclaimwarage. Our liability insurance also may not comtino be
available to us on reasonable terms, in suffic@nbunts, or at all. Any product liability claim sessfully brought
against us could cause our business to suffer.

Changes in laws and/or regulations related to th&drnet or changes in the Internet infrastructuréself may
cause our business to suffer.

The future success of our business depends uparttimued use of the Internet as a primary medam
commerce, communication and business applicatieederal, state or foreign government bodies or éigerhave
in the past adopted, and may in the future adapits lor regulations affecting data privacy, the afsthe Internet as
a commercial medium and the use of email for margedr other consumer communications. In additaartain
government agencies or private organizations hageito impose taxes, fees or other charges fasatt the
Internet or for sending commercial email. Theseslawcharges could limit the growth of Internetatetl commerce
or communications generally, result in a declinéhimuse of the Internet and the viability of Imtetrbased services
such as ours and reduce the demand for our products

The Internet has experienced, and is expectedrtinc® to experience, significant user and tragfiowth,
which has, at times, caused user frustration witlv sccess and download times. If Internet actigityws faster
than Internet infrastructure or if the Internetrasitructure is otherwise unable to support the aelsalaced on it, ¢
if hosting capacity becomes scarce, our businassthrmay be adversely affected.

If we are unable to protect our proprietary techrugly and other intellectual property rights, it witeduce our
ability to compete for business.

If we are unable to protect our intellectual prapeour competitors could use our intellectual gy to
market products similar to our products, which datdicrease demand for our solutions. We rely aonabination
of patent, copyright, trademark and trade secves Jas well as licensing agreements, third-partydisziosure
agreements and other contractual provisions archiesl measures, to protect our intellectual propeghts. These
protections may not be adequate to prevent our etitops from copying our solutions or otherwiseriimging on
our intellectual property rights. Existing lawsafi only limited protection for our intellectualgperty rights and
may not protect such rights in the event competitodependently develop solutions similar or sugéen ours. In
addition, the laws of some countries in which alusons are or may be licensed do not protectsolutions and
intellectual property rights to the same extend@she laws of the United States.

To protect our trade secrets and other propriégtdoymation, we require employees, consultantsjsas and
collaborators to enter into confidentiality agreemse These agreements may not provide meaningdtgtion for
our trade secrets, know-how or other proprietafgrmation in the event of any unauthorized use apysopriation
or disclosure of such trade secrets, know-how leergproprietary information.
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If a third -party asserts that we are infringing its intelleclproperty, whether successful or not, it couldgect
us to costly and time-consuming litigation or expgwe licenses, and our business may be harmed.

The software and Internet industries are charast@rby the existence of a large number of patéridemarks
and copyrights and by frequent litigation basealegations of infringement or other violationsimtellectual
property rights. Third-parties may assert patedt@her intellectual property infringement claingaanst us in the
form of lawsuits, letters, or other forms of comrmation. As currently pending patent applicatiors ot publicly
available, we cannot anticipate all such claimkrmw with certainty whether our technology infrisg@e
intellectual property rights of third-parties. Wigect that the number of infringement claims in market will
increase as the number of solutions and competitarar industry grows. These claims, whether drsuzcessful,
could:

« divert manageme’s attention
« resultin costly and tinr-consuming litigation

* require us to enter into royalty or licensing agneats, which may not be available on acceptabiageor at
all; or

 require us to redesign our solutions to avoid ifement

As a result, any third-party intellectual propectstims against us could increase our expensescuaisely
affect our business. In addition, many of our costpagreements require us to indemnify our custsriwegrthird-
party intellectual property infringement claims,iethwould increase the cost to us resulting fronadwerse ruling
in any such claim. Even if we have not infringed &mird-parties’ intellectual property rights, warmot be sure our
legal defenses will be successful, and even if rgesaccessful in defending against such claims|emal defense
could require significant financial resources arahagement’s time, which could adversely affectlusginess.

Our growth could strain our personnel and infrastature resources, and if we are unable to implement
appropriate controls and procedures to manage ovo\gth, we may not be able to successfully implemeumnt
business plan.

Rapid growth in our headcount and operations mageph significant strain on our management, ad trétiige,
operational and financial infrastructure. Betweanuary 1, 2005 and December 31, 2007, the numbzurdiill
time equivalent employees increased by approximat®4%, from 146 to 341. We anticipate that addaioyrowth
will be required to address increases in our custdmase, as well as expansion into new geograpsésa

Our success will depend in part upon the abilitpf senior management to manage growth effectiviedydo
S0, we must continue to hire, train and manageereployees as needed. To date, we have not expediamy
significant problems as a result of the rapid gtoimtour headcount, other than occasional offi@eponstraints.
However, our anticipated future growth may plaagaggr strains on our resources. For instanceyihew hires
perform poorly, or if we are unsuccessful in hiritigining, managing and integrating these new eygas as
needed, or if we are not successful in retainingesisting employees, our business may be harmediadnage the
expected growth of our operations and personnelyill@eed to continue to improve our operatiotimancial and
management controls and our reporting systems mwk@ures. The additional headcount and capitasiments
we expect to add will increase our cost base, whitlhmake it more difficult for us to offset anyture revenue
shortfalls by offsetting expense reductions inghert term. If we fail to successfully manage owavgh, we will be
unable to execute our business plan.

We are dependent on our executive officers, and libes of any of them may prevent us from implemegtour
business plan in a timely manner if at all.

Our success depends largely upon the continueétesref our executive officers and other key pengbriVe
are also substantially dependent on the continasdcg of our existing development personnel bezsadishe
complexity of our service and technologies. We dbhave employment agreements with any of our dgweént
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personnel that require them to remain our emplopeesio the employment agreements we have witlepecutive
officers require them to remain our employees #metefore, they could terminate their employmerihwis at any
time without penalty. We do not currently maint&&y man life insurance on any of our executives, such
insurance, if obtained in the future, may not biiciant to cover the costs of recruiting and hiria replacement or
the loss of an executive’s services. The loss ef@mmore of our key employees could seriously hammbusiness.

We may not be able to attract and retain the higkkilled employees we need to support our planneagh.

To execute our business strategy, we must attrattetain highly qualified personnel. Competition these
personnel is intense, especially for senior sateswives and engineers with high levels of expeegen designing
and developing software. We may not be successfaittiacting and retaining qualified personnel. Wdge from
time to time in the past experienced, and we exjpectntinue to experience in the future, diffiguh hiring and
retaining highly skilled employees with approprigtelifications. Many of the companies with which eompete
for experienced personnel have greater resouraasuth In addition, in making employment decisigasticularly
in the Internet and high-technology industries, gandidates often consider the value of the stqtions and
awards they are to receive in connection with tBaiployment. Significant volatility in the price ofir stock may,
therefore, adversely affect our ability to attractetain key employees. If we fail to attract ngevsonnel or fail to
retain and motivate our current personnel, ourrmss and future growth prospects could be sevhegtyed.

Because we conduct operations in foreign jurisdartis, which accounted for approximately 9% of our@0
revenues, and because our business strategy induslganding our international operations, our busss is
susceptible to risks associated with internatiomgerations.

We have small but growing international operatiand our business strategy includes expanding these
operations. Conducting international operationgexib us to new risks that we have not generatlgdan the
United States. These include:

« fluctuations in currency exchange rat
« unexpected changes in foreign regulatory requirésn
« difficulties in managing and staffing internatiomgderations

* potentially adverse tax consequences, includingtimeplexities of foreign value added tax systents an
restrictions on the repatriation of earnings;

« the burdens of complying with a wide variety ofdign laws and different legal standar

The occurrence of any one of these risks could thegia affect our international operations and, sequently,
our results of operations generally. In addititre Internet may not be used as widely in intermationarkets in
which we expand our international operations asd eesult, we may not be successful in offeringsolutions
internationally.

We might require additional capital to support bugiss growth, and this capital might not be availabl

We intend to continue to make investments to supparbusiness growth and may require additionadiéuto
respond to business challenges, including the teeddvelop new solutions or enhance our existitgtisms,
enhance our operating infrastructure and acquingpdementary businesses and technologies. Accosdingd may
need to engage in further equity or debt financiogsecure additional funds. If we raise additidoalds through
further issuances of equity or convertible debusées, our existing stockholders could suffemsiigant dilution,
and any new equity securities we issue could highsr, preferences and privileges superior to tlods®lders of
our common stock. Any debt financing secured binuke future could involve restrictive covenarakating to our
capital raising activities and other financial agerational matters, which may make it more diffiéor us to
obtain additional capital and to pursue busineg®dpnities, including potential acquisitions. ldd#ion, we may
not be able to obtain additional financing on teferable to us, if at all. If we are unable to
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obtain adequate financing or financing on termisfattory to us, when we require it, our abilitycmntinue to
support our business growth and to respond to bssiohallenges could be significantly limited.

Our reported financial results may be adverselyeadfed by changes in accounting principles generalceptec
in the United States.

Generally accepted accounting principles in theé¢hBtates are subject to interpretation by tharkéial
Accounting Standards Board, or FASB, the Amerigastilute of Certified Public Accountants, the SHE@ aarious
bodies formed to promulgate and interpret appropaacounting principles. A change in these prilesir
interpretations could have a significant effectoom reported financial results, and could affeetiteporting of
transactions completed before the announcementlofiage.

For example, FASB now requires companies to exp#restair value of employee stock options. Sucllsto
option expensing required us, beginning in 200&aloe our employee stock option grants pursuaatfair value-
based model, and then recognize that value agaimseported earnings over the vesting period fiectfor those
options. Prior to 2006, we had accounted for stoeked awards to employees in accordance with thesit value
method. The intrinsic value method generally resintrecording less expense than the fair valuéoaktor stock-
based awards. This change in accounting treatmatgrially and adversely affected our reported te<afl
operations. We discuss more fully the adoptiorhefriew rules for accounting for stock-based awirds
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations” and in theeadb the
consolidated financial statements included elsew/frethis report.

Compliance with new regulations governing publicropany corporate governance and reporting is uncémta
and expensive.

Many new laws, regulations and standards, notdinge adopted in connection with the Sarbanes-Oxtewf
2002, have increased the scope, complexity andof@strporate governance, reporting and disclopuaetices and
have created uncertainty for public companies. &mesv laws, regulations and standards are sulgiect t
interpretations due to their lack of specificitpdaas a result, their application in practice maglwe over time as
new guidance is provided by varying regulatory bediThis may cause continuing uncertainty regardargpliance
matters and higher costs necessitated by ongouigjars to disclosure and governance practices. Our
implementation of these reforms and enhanced ns@ladiures may result in increased general and éstnaitive
expenses and a significant diversion of manageménie and attention from revenue-generating disz/i Any
unanticipated difficulties in implementing theséorens could result in material delays in complyimigh these new
laws, regulations and standards or significanttyeéase our operating costs.

Risks Related to our Common Stock and the SecuritseMarkets

If securities analysts do not publish research @ports about our business or if they downgrade stwck, the
price of our stock could decline.

The trading market for our common stock reliesant pn the research and reports that industrynantial
analysts publish about us or our business. We tloardrol these analysts. There are many largd;esghblished
publicly traded companies active in our industrg amarket, which may mean it will be less likelyttiage receive
widespread analyst coverage. Furthermore, if omaare of the analysts who do cover us downgradestmek, our
stock price would likely decline rapidly. If one more of these analysts cease coverage of us, we lose
visibility in the market, which in turn could causar stock price to decline.

Volatility of our stock price could adversely affestockholders.

The market price of our common stock could fluatusignificantly as a result of:

« guarterly variations in our operating resu
« seasonality of our business cyc
« interest rate change
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changes in the marl' s expectations about our operating res!
our operating results failing to meet the expectatf securities analysts or investors in a paldicperiod;

changes in financial estimates and recommendaligisecurities analysts concerning our company @tk
demand software industry in genel

operating and stock price performance of other amigs that investors deem comparable tc
news reports relating to trends in our mark

changes in laws and regulations affecting our lassi

material announcements by us or our competi

sales of substantial amounts of common stock bydoactors, executive officers or significant stbolders
or the perception that such sales could occur;

general economic and political conditions sucheagssions and acts of war or terrori

Provisions in our amended and restated certificatieincorporation and bylaws or Delaware law might
discourage, delay or prevent a change of controbofr company or changes in our management and, #fere,
depress the trading price of our stock.

Our amended and restated certificate of incorpmmadnd bylaws contain provisions that could deptiess
trading price of our common stock by acting to disage, delay or prevent a change in control ofcoanpany or
changes in our management that the stockholdesarafompany may deem advantageous. These provisions

establish a classified board of directors so tlsaiai members of our board of directors are ekketicone
time;

provide that directors may only be removed “forseluand only with the approval of 662/3 percentof
stockholders

require super-majority voting to amend our bylawsecified provisions in our amended and restated
certificate of incorporatior

authorize the issuance of “blank check” prefertedlsthat our board of directors could issue toéase the
number of outstanding shares and to discouragieeavar attempi

limit the ability of our stockholders to call spacimeetings of stockholder

prohibit stockholder action by written consent, erhrequires all stockholder actions to be takesmmaeeting
of our stockholders

provide that the board of directors is expressiphatized to adopt, amend, or repeal our bylaws;

establish advance notice requirements for nominatfor election to our board of directors or foopwosing
matters that can be acted upon by stockholdetseii®lder meetings

In addition, Section 203 of the Delaware GenerapOmtion Law may discourage, delay or preventangk in
control of our company.

Future sales, or the availability for sale, of omommon stock may cause our stock price to decline.

Our directors and officers hold shares of our comstock that they generally are currently ableetbia the
public market. We have also registered shares iof@mmmon stock that are subject to outstandingksbptions, or
reserved for issuance under our stock option pléaich shares can generally be freely sold in thdipumarket
upon issuance. Moreover, many of our executiveeff and directors have established trading pladsru
Rule 10b5-1 of the Securities Exchange Act of 1834amended, for the purpose of effecting salesioEommon
stock. Sales of substantial amounts of our comntmeksn the public market could adversely affee tharket
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price of our common stock and could materially impar future ability to raise capital through affegs of our
common stock.

Iltem 1B. Unresolved Staff Comments

Not applicable.

Item 2. Properties

Our corporate headquarters, including our princgghinistrative, marketing, sales, technical supand
research and development facilities, are locatddaitham, Maryland, where we lease approximatel$@Bsquare
feet under two agreements that expire in 2008 &1d 20ur content research division is located illege Park,
Maryland where we lease approximately 6,400 sqiesmieof space under an agreement that expiresdfi.20
Operations related to our online press releasdlulitibn service are located in Ferndale, Washingtbere we lea:
approximately 13,533 square feet of space underdgreements that expires at various times from 2008
through December 2010. We also currently occupgrsd\domestic and international sales and senffaees in
Herndon, Virginia, London, England, and Bangkokaildnd, where we lease an aggregate of approxiyatel
8,926 square feet under multiple leases, which kexves that expire at various times through Janfas.

We believe that our current facilities are suitadohel adequate to meet our current needs, anduitable
additional or substitute space will be availabl@masded to accommodate expansion of our operations.
Item 3. Legal Proceeding:

We are not currently subject to any material lggateedings. From time to time, however, we areathas a
defendant in legal actions arising from our norimadiness activities. Although we cannot accurgtedgdict the
amount of our liability, if any, that could arisétlvrespect to legal actions currently pending agfaiis; we do not
expect that any such liability will have a mateddierse effect on our financial position, opegti@sults or cash
flows.

We believe that we have obtained adequate insu@negage or rights to indemnification, or where
appropriate, have established reserves in conmegfih these legal proceedings.
Item 4. Submission of Matters to a VVote of Security Hold¢

No matters were submitted to a vote of stockholdering the fourth quarter of 2007.

PART Il
Item 5. Market for the Registrar’'s Common Equity, Related Stockholder Matters andusr Purchases c
Equity Securities
Market for Common Stock

Since December 7, 2005, our common stock has lsted bn the NASDAQ Global Market under the symbol
“VOCS.” Prior to such time, there was no public ketrfor our common stock. The following table sfetsh, for
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the periods indicated, the high and low closing gaices of our common stock as reported by NASDwithout
retail mark-up, mark-down or commissions and mayneeessarily represent actual transactions.

High Low

Fiscal Year Ended December 31, 2006

First Quartel $15.3¢  $10.0(
Second Quarte 16.4( 12.1¢
Third Quartel 15.7¢ 12.8(
Fourth Quarte 18.11 14.8
Fiscal Year Ended December 31, 20C

First Quarte! $21.4¢ $16.8¢
Second Quarte 27.31 19.5:
Third Quartel 30.1Z 23.1(
Fourth Quarte 37.3( 29.9¢

As of February 20, 2008, there were approximatéyélders of record of our common stock. This fegdoes
not reflect persons or entities that hold theicktm nominee or “street” name through various lerake firms.

Dividends

We have never declared or paid any cash dividendsiocapital stock and do not expect to pay aisy ca
dividends for the foreseeable future. We intencetain any future earnings, if any, in the operagod expansion
our business. Any future determination to pay aigtiends will be made at the discretion of ouridoaf directors
and will depend on our financial condition, resaf®operations, capital requirements and otheofadhat our boa
of directors deems relevant. In addition, the teofnany future indebtedness that we may incur cpvéatlude us
from paying dividends.

Uses of Proceeds From Registered Securities

In connection with our initial public offering ofuo common stock, the SEC declared our Registré&tatemen
on Form S-1 (No. 333-125834), filed under the SiéesrAct of 1933, effective on December 6, 2006. O
December 12, 2005, we closed the sale of 5,00G0afkes of our common stock registered under thésiRaijon
Statement. On January 6, 2006, certain sellingkbtiders sold 750,000 shares of our common stocsuaunt to thi
exercise in full of the underwriters’ over-allotmaption. Thomas Weisel Partners LLC, RBC Capitalrkéts,
Wachovia Securities and William Blair & Company\sst as the managing underwriters.

The initial public offering price was $9.00 per sharhe aggregate sale price for all of the shsoéb by us wa
$45.0 million, resulting in net proceeds to us ph@ximately $40.0 million after payment of undeitimg discount:
and commissions and legal, accounting and otherifeairred in connection with the offering of apgrately
$5.0 million. The aggregate sales price for allhaf shares sold by the selling stockholders wasoappately
$6.8 million. We did not receive any of the proce&dm the sale of shares of common stock by thiege
stockholders.

In December 2005, we used approximately $6.8 milfrom the net proceeds received from our initighl
offering to repay certain indebtedness.

In August 2006, we used approximately $20.9 millidthe offering proceeds for the acquisition ofP&b
International, Inc. We have invested the remaimdéhe proceeds from the initial public offeringshort-term,
interest-bearing, investment-grade securities aoday market funds. We anticipate that we will dseremaining
proceeds to fund working capital and general catgopurposes, which may include the expansion otontent
and service offerings and potential acquisitionsarhplementary businesses, products and technsldgfe cannot
specify with certainty all of the particular uses the proceeds. The amounts we actually spentthése purposes
may vary significantly and will depend on a numbgfactors. Accordingly, our management will rethimad
discretion in the allocation of the proceeds.
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Performance Graph

The following line graph compares cumulative tataickholder returns for the period from Decembe&t005,
the date of our initial public offering, through &smber 31, 2007 for (1) our common stock; (2) thsdhq Market
Index; and (3) the Nasdaq Computer & Data Procgdsidex. The graph assumes an investment of $100 on
December 7, 2005, which was the first day on wiichstock was listed on the Nasdaq Global Markeée T
calculations of cumulative stockholder return om Masdaq National Index and the Nasdaq Computeatta D
Processing Index include reinvestment of dividehds the calculation of cumulative stockholder retan our
common stock does not include reinvestment of éivits because we did not pay dividends during tresoremer
period. The performance shown is not necessartlicative of future performance.
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Iltem 6. Selected Financial Dat:

The following selected consolidated financial dgttauld be read in conjunction with our consoliddtedncial
statements and the related notes and “Manageni@istsission and Analysis of Financial Condition &ebults of
Operations” included elsewhere in this report. @hta for the years ended December 31, 2005, 2008@0V are
derived from consolidated financial statementsudet elsewhere in this report. The data for thesyeaded
December 31, 2003 and 2004 is derived from auditeshcial statements not included in this report.

Year Ended December 31,
2003(5) 2004(6) 2005 2006(7) 2007
(In thousands, except per share data)

Consolidated Statement of Operations

Revenue: $15,43¢ $20,39! $28,06: $40,32¢ $58.07¢
Cost of revenues(1)(: 3,24¢ 4,36¢ 6,537 8,29: 10,92:
Accelerated amortization of prepaid royalty feed an

contract termination cos — — 1,39¢ — —
Gross profit 12,19( 16,02t 20,12¢ 32,03t 47,15¢
Operating expenses:(2)(

Sales and marketir 8,28¢ 11,70¢ 14,83 18,91: 26,54¢

Research and developm 2,201 2,06¢ 2,51¢ 2,89¢ 3,822

General and administratiy 4,49: 3,94: 6,051 9,62¢ 14,74

Amortization of intangible asse 78€ 97¢€ 1,60¢ 1,70t 2,86z
Total operating expens 15,767 18,69( 25,00¢ 33,13¢ 47,97
Loss from operation (3,577 (2,66%) (4,882 (1,109 (821)
Other income (expense

Interest and other incon 12 99 177 1,81¢ 2,541

Interest expens (42) (35) (359 (88) (47
Total other income (expens (29 64 (182 1,731 2,49
Income (loss) before income taxes and cumulatiferebi

a change in accounting princif (3,60€) (2,607) (5,069 627 1,67:
Provision for income taxe — — — 18t 674
Income (loss) before cumulative effect of a chainge

accounting principe (3,606) (2,607) (5,069 44z 99¢
Cumulative effect of a change in accounting pritegi) 89¢€ — — — —
Net income (loss (2,710 (2,607) (5,069 44z 99¢
Accretion of preferred stoc (1,547 (1,587) (1,900 — —

Net income (loss) attributable to common stockhia $(4,257) $(4,187) $(6,969) $ 44z $ 99¢
Net income (loss) attributable to common stockhigeer

share, basi $ (1.09) $ (10H $ (143 $ 0.0z $ 0.0€
Net income (loss) attributable to common stockhisgeer
share, dilutec $ (1.07) $ (1.049 $ (145 $ 0.0 $ o0.0f

(1) Cost of revenues includes amortization of intaregémsets in the following amoun

Year Ended December 31,
2003 2004 2005 2006 2007

Amortization of intangible asse $47¢  $397 $40z $344 $12C
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(2) Cost of revenues and operating expenses includk-stmsed compensation from stock option awardsupmts
to SFAS No. 123RShar«-Based Paymet, in the following amounts

Year Ended December 31

2003 2004 2005 2006 2007
Cost of revenue $— $— $— $ 69 $ 581
Sales and marketir — — — 53C 1,49¢
Research and developmt — — — 21¢ 54¢
General and administrati — — — 1,04z 2,91¢
Total $— $— $— $1,86( $5542

(3) Operating expenses include stock-based compensataird to purchases of our common stock in the
following amounts

Year Ended December 31
2003 2004 2005 2006 2007

Research and developm:e $247 $— $ — $— $—
General and administrati 24¢ — 1,00¢ — —

(4) On January 1, 2003, we changed our revenue reamgmpidlicy. This change was made to comply with
provisions of EITF 00-21Revenue Arrangements with Multiple Deliverablepon adoption of EITF
00-21 on January 1, 2003, we recorded a cumuleffeet of a change in accounting principle of $896
representing the unrecognized revenue that wowd haen recognized in prior periods had we retroslgt
applied EITFOC-21.

(5) On January 24, 2003, we acquired Public Affairsifetogies, Inc. a provider of software to manage
corporate communications and public relations. dierating results of Public Affairs Technologievd&aeet
included in our results of operations since the adtacquisition

(6) On November 8, 2004, we acquired Gnossos Softwaee,a provider of software to manage corporate
communications and government relations. The ojpeya¢sults of Gnossos have been included in aulte
of operations since the date of acquisiti

(7) On August 4, 2006, we acquired PRWeb Internatidnal, an online distributor of press releases. The
operating results of PRWeb have been included imesults of operations since the date of acqaisi

December 31
2003 2004 2005 2006 2007
(In thousands)

Balance Sheet Data

Cash and cash equivalel $ 1,57¢ $ 7,55¢ $40,02° $26,50¢ $ 56,54:
Working capital (deficit (8,590 (5,447) 24,91t 8,521 42,01
Total asset 9,571 19,61¢ 55,83¢ 74,77( 114,24
Total debt 33¢ 3,001 1,407 762 33t
Total deferred revent 12,39: 16,05: 20,69¢ 26,63 34,96+
Redeemable stoc 22,48¢ 28,83( 18¢ 33 —
Stockholder' equity (deficit) (28,227  (31,73¢) 30,38 40,97+ 71,00«
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Item 7. Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations

The following discussion and analysis of our finahcondition and results of operations should kad in
conjunction with our consolidated financial statertgeand related notes that appear elsewhere inrtpsrt. In
addition to historical consolidated financial infoation, the following discussion contains forwaodHing
statements that reflect our plans, estimates aiidfseOur actual results could differ materiallpi those
discussed in the forwarndoking statements. Factors that could cause otrdmute to these differences include th
discussed below and elsewhere in this report, palidrly in “Risk Factors” in Item 1A.

Overview

We are a leading provider of on-demand softwargfdlic relations management. Our web-based softwar
suite helps organizations of all sizes fundamentdibnge the way they communicate with both theianadd the
public, optimizing their public relations and inagéng their ability to measure its impact. Our @mdnd software
addresses the critical functions of public relagiamcluding media relations, news distribution aesvs monitoring.
We deliver our solutions over the Internet usirggaure, scalable application and system archiwcithich allows
our customers to eliminate expensive up-front harévand software costs and to quickly deploy amght&dur on-
demand software.

We sell access to our on-demand software prim#rilyugh our direct sales channel, and to a lesgene
through thirdparty distributors. As of December 31, 2007, we Ba®7 active subscription customers from a va
of industries, including financial and insuran@ghnology, healthcare and pharmaceutical and eatdilconsumer
products, as well as government agencies, not+iglitrganizations and educational institutionse d&fine active
subscription customers as unique customer accthatfiave an active subscription and have not baspended fc
non-payment.

Additionally, we are a leading provider of onlinistdbution of press releases. We enable our custsto
achieve visibility on the Internet by distributisgarch engine optimized press releases directigrious news sites
and the public. We offer an on-demand solution Whillows our customers to widely distribute predsases
containing important elements of rich media sucheges, podcasts and video messages to driveatteaffic to
websites and increase brand awareness.

We plan to continue the expansion of our custoraselby expanding our direct and indirect distrimuti
channels, expanding our international market patietr and selectively pursuing strategic acquisgicAs a result,
we plan to hire additional personnel, particulanlygales and professional services, and expandauestic and
international selling and marketing activities, re@se the number of locations around the world /her conduct
business and develop our operational and finasgigtems to manage a growing business. We alsadiméeidentify
and acquire companies which would either expandsolution’s functionality, provide access to nevgtoumers or
markets, or both.

Sources of Revenues

We derive our revenues from subscription agreenmmdselated services and from the online distiglouof
press releases. Our subscription agreements contdiiple service elements and deliverables, winichude use of
our on-demand software, hosting services, contehicantent updates, implementation and trainingices and
customer support. The typical term of our subsiipagreements is one year; however, our customayspurchas
subscriptions with multi-year terms. We generatiydice our customers in advance of their annuascuition,
with payment terms that require our customers gawithin 30 days of invoice. Our subscription agneats are
non-cancelable, though customers typically haveitie to terminate their agreements for causecifmaterially
breach our obligations under the agreement. Aduditlg, we derive revenue on a per-transaction Hfasis the
online distribution of press releases. We generakgive payment in advance of the distributiothef press release.

Professional services revenue consists primarilyadé migration, training and configuration sersiseld
separately after the initial subscription agreeménpically, our professional service engagemerashdled on a
fixed fee basis with payment terms requiring owstomers to pay us within 30 days of invoice. Reesnfuom
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professional services sold separately from subsocnmgreements have not been material to our basirDuring
2007, professional services sold separately acedunt less than 2% of our revenues.

Cost of Revenues and Operating Expenses

Cost of RevenuesCost of revenues consists primarily of compensdfior training, editorial and support
personnel, hosting infrastructure, press releasteilolition, acquisition and amortization of contearhortization of
purchased technology, amortization of capitalizeftisare development costs, depreciation associaiid
computer equipment and software and allocated eaethWe allocate overhead expenses such as emplegefts
computer supplies, depreciation for computer eqeipnand office supplies based on headcount. Asudtréndirec
overhead expenses are included in cost of reveamebeach operating expense category.

We believe content is an integral part of our Soluand provides our customers with access to hraadent
and relevant information critical to their PR efforWe expect to continue to make investments th bar own
content as well as content acquired from thirdiparind to continue to enhance our proprietaryrmétion
database and news on-demand service. We expeat @08, cost of revenues will increase in absotidllars but
will remain relatively consistent as a percentafeweenues, as we incur expenses to expand ouermoofferings
and our capacity to support new customers.

Sales and Marketing.Sales and marketing expenses are our largesatopggexpense, accounting for 46% of
our 2007 revenues. Sales and marketing expenseistprimarily of compensation for our sales andkating
personnel, sales commissions and incentives, niagkptograms, including lead generation, eventsahdr brand
building expenses and allocated overhead. We erpmnssales commissions at the time a subscriptipeement i
executed by the customer, and we recognize sukstgi@l of our revenues ratably over the terntlod
corresponding subscription agreement. As a reselincur incremental sales expense before the néomg of the
related revenues.

As our revenues increase, we plan to continuevesinheavily in sales and marketing by increadiegriumber
of direct sales personnel in order to add new coste and increase sales to our existing customésalso plan to
expand our marketing activities in order to buitdrd awareness and generate additional leads fagrowing sale:
personnel. We expect that in 2008, sales and miagkekpenses will increase in absolute dollarswilitremain
relatively consistent as a percentage of revenues.

Research and DevelopmenResearch and development expenses consist dyirmhdompensation for our
software application development personnel anctatkxl overhead. We have historically focused aagarch and
development efforts on increasing the functionadityl enhancing the ease of use of our on-demataaset
Because of our hosted, aemand model, we are able to provide all of outarasrs with a single, shared versior
our most recent application. As a result, we dohaste to maintain legacy versions of our softwesgich enables
us to have relatively low research and developragpénses as compared to traditional enterprisevardtbusiness
models. We expect that in 2008, research and dewelot expenses will increase in absolute dollargseaspgrade
and extend our service offerings and develop netmtelogies, but will remain relatively consistentircrease
slightly as a percentage of revenues.

General and Administrative.General and administrative expenses consistropensation and related
expenses for executive, finance, accounting, adnative and management information systems peesonn
professional fees, other corporate expenses amch#dld overhead. We expect that in 2008, genedal an
administrative expenses will increase in absolaléads but will remain relatively consistent or degse slightly as
percentage of revenues.

Amortization of Intangible AssetsAmortized intangible assets consist of custorektionships, a trade name
and agreements not-to-compete acquired in busawsbinations.

Critical Accounting Policies

Our consolidated financial statements are preparadcordance with accounting principles generadigepted
in the United States. The preparation of thesedalaed financial statements requires us to makienates and
assumptions that affect the reported amounts etgd#&bilities, revenues, costs and expenses and
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related disclosures. On an ongoing basis, we etatua estimates and assumptions. Our actual sesaly differ
from these estimates under different assumptiom®oditions.

We believe that of our significant accounting piel#; which are described in Note 2 to the const#idla
financial statements, the following accounting piel involve a greater degree of judgment and cexityl
Accordingly, these are the policies we believetheemost critical to aid in fully understanding aagaluating our
consolidated financial condition and results ofragiens.

Revenue RecognitionWe recognize revenues in accordance with SEG &tabunting Bulletin No. 101,
Revenue Recognition in Financial Statem, as amended by Staff Accounting Bulletin No. 1Rdyenue
RecognitionWe recognize revenues when there is persuasiverssédof an arrangement, the service has been
provided to the customer, the collection of theifeprobable and the amount of the fees to be Ipaitie customer
is fixed or determinable. Amounts that have be&woited are recorded in accounts receivable andréefeevenue.

Our subscription agreements generally contain plalservice elements and deliverables. These eksmen
include access to our software and often specifigirservices including implementation and trami®ur
subscription agreements do not provide customersight to take possession of the software at sng.t

Our revenue recognition policy considers all eletaémour multiple element subscription agreemasta
single unit of accounting, and accordingly, we muae all associated fees over the subscriptiol@ewhich is
typically one year. We recognize our revenue olrerstubscription period because the access to &urase is the
last element delivered to the customer and thegon@thnt element of our agreements. In applyinggtiidance in
Emerging Issues Task Force Issue No. 00R&enue Arrangements with Multiple Deliverabl@sITF 00-21), we
determined that we do not have objective and rigliaidence of the fair value of the subscriptiomtir
software after delivery of specified initial serefc When we sell this subscription separately fpoofessional
services the price charged varies and, therefoegsamnot objectively and reliably determine thessubtion’s fair
value. As a result, subscription revenues are m@zed ratably over the subscription period. Pratessd services
sold separately from a subscription arrangementesn@gnized as the services are performed.

We distribute press releases over the Internetfeaindexed by major search engines and distdbditectly tc
various news sites, journalists and other key dmestts. We recognize revenue on a per-transabtagis when the
press releases are made available to the public.

Sales CommissionsSales commissions are expensed when a subsorggieement is executed by the
customer. As a result, we incur incremental satperse before the recognition of the related regsnu

Stock-Based CompensatiorRrior to January 1, 2006, we accounted for stmded compensation using the
intrinsic value method of accounting under the miowns of Accounting Principles Board Opinion N&, 2
Accounting for Stock Issued to Employ(APB No. 25). Our stock option awards have gengtadlen granted with
an exercise price equal to the estimated fair vafuke underlying common stock on the grant daie),
accordingly, any stock-based compensation relatastock option grants was not material under APB 260 We
applied the disclosure provisions under StatemehRtrancial Accounting Standard No. 128;counting for
Stock-Based Compensatiand related interpretations (SFAS No. 123) asdffttir value method had been applied
in measuring compensation expense. As a resutti-$tased compensation expense, based upon thefag
method, was included as a pro forma disclosureémbtes to our financial statements for the stusrded
compensation awards granted after we became ecpruiilty.

On January 1, 2006, we adopted the provisionsaie8tent of Financial Accounting Standard No. 123(R)
Share-Based Paymef8FAS No. 123R), using the modified-prospectivasibion method for the unvested portion
of stockbased compensation awards granted after we becpnigia entity. Because we did not complete outiat
public offering until December 2005, we have appliee prospective method to the unvested portistark-based
compensation awards granted prior to June 15, 28@85jate we first filed a registration statemeithhe
Securities and Exchange Commission (SEC). Accolginge have not restated our financial resultspidor
periods. Under the prospective method, we will targ to account for stock-based compensation awgaiged
before June 15, 2005 using the intrinsic value ot prescribed by APB No. 25. Under the modifiexspective
method, stock-based compensation expense foloak-4tased compensation awards granted after Jurzd@5,
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but not vested as of December 31, 2005, is basé¢ideogrant date fair value estimated in accordavittethe
provisions of SFAS No. 123R. Stock-based compemsa&xpense for all stock-based compensation avguesged
after January 1, 2006 is based on the grant diteafime estimated in accordance with the provisioh

SFAS No. 123R. We recognize compensation expemstdok-based compensation awards on a straighbksis
over the requisite service period of the award.

In accordance with SFAS No. 123R, we used the Biakoles option pricing model to measure the faing
of our option awards granted after June 15, 200&. Black-Scholes model requires the input of highiigjective
assumptions including volatility, expected terrskfree interest rate and dividend yield. In 200%&, SEC issued
Staff Accounting Bulletin No. 107 (SAB No. 107) whiprovides supplemental implementation guidance fo
SFAS No. 123R. We recently became a public erditygl therefore have a limited trading history. Adiogly, our
expected volatility is based on the historical tititees of similar entities’common stock over the most recent pe
commensurate with the estimated expected termechtbards. The expected term of an award is bas#ueon
“simplified” method allowed by SAB No. 107, wherethe expected term is equal to the midpoint betwken
vesting date and the end of the contractual terthefiward. The risk-free interest rate is basethemate on
U.S. Treasury zero coupon issues with maturitiesisbent with the estimated expected term of thardsv We hav
not paid and do not anticipate paying a dividenthnforeseeable future and accordingly, use aragd dividend
yield of zero. Changes in these assumptions cactdfie estimated fair value of options grantedtaedelatec
compensation expense which may significantly impaetresults of operations in future periods.

Stock-based compensation expense recognized id bagbe estimated portion of the awards that mpected
to vest. We apply estimated forfeiture rates basednalyses of historical data, including termimafpatterns and
other factors.

As of December 31, 2007, we had $14,833,000 of tmteecognized compensation cost related to noadest
stock-based compensation awards granted undeqaity @lans. The unrecognized compensation castpected
to be recognized over a weighted-average peri@dyears.

Business CombinationsWe have completed acquisitions of businesseshtha resulted in the recording of
identifiable intangible assets based on the estichidir value of those assets. Intangible assetsisioof acquired
customer relationships, a trade name, agreemetitefvompete and purchased technology. Intangibets are
amortized either on a straight-line or acceler&tasis over their estimated useful lives rangingifto to seven
years. Accounting for these acquisitions requiretoumnake determinations about the fair value sé&sacquirec
including intangible assets, and liabilities assdrit involve estimates and judgments.

Impairment of Long-Lived AssetdVe assess the impairment of our intangible ahdrdbnglived assets whe
events or changes in circumstances indicate thasset’s carrying value may not be recoverableinfpairment
charge is recognized when the sum of the expeatedef undiscounted net cash flows is less thawrdheging value
of the asset. An impairment charge would be meddoyecomparing the amount by which the carryingieal
exceeds the fair value of the asset being evaldatdthpairment. Any resulting impairment chargeulbe
included in our results of operations. Impairmdmrges for the year ended December 31, 2007 wemraterial.

Goodwill. We test our goodwill for impairment annually oovmber 1, or whenever events or changes in
circumstances indicate an impairment may have oedutmpairment may result from, among other things
deterioration in the performance of the acquiresiress, adverse market conditions and a variebyhefr
circumstances. We conducted the annual impairneshirt 2007 with no resulting impairment.
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Results of Operations

The following tables set forth selected consolidatatements of operations data for each of thedger
indicated as a percentage of total revenues.

Year Ended
December 31,
2005 2006 2007

Revenue: 10% 10C% 10C%
Cost of revenue 23 21 19
Accelerated amortization of prepaid royalty feed aantract termination cos 5 = =
Gross profit 72 79 81
Operating expense
Sales and marketir 53 47 46
Research and developmt 9 7 6
General and administrati\ 21 24 25
Amortization of intangible asse 6 4 5
Total operating expens 89 82 82
Loss from operation ()] B @
Other income (expense), r m 4 4
Income (loss) before income tax (18) 1 3
Provision for income taxe = = 1
Net income (loss (189% 1% 2%

The following table sets forth our total deferrestenue and net cash provided by operating acsvitieeach ¢
the periods indicated and number of active custerasrof the last day of each of the periods inditat

Year Ended December 31

2005 2006 2007
Total deferred revenue (in thousands at year $20,69¢ $26,63. $34,96¢
Net cash provided by operating activities (in ttends) $1,73¢ $10,41: $16,03:
Active customer: 1,38¢ 1,727 2,42]

Years Ended December 31, 2007 and 2006

Revenues.Revenues for 2007 were $58.1 million, an incredsgl 7.8 million, or 44%, over revenues of
$40.3 million for 2006. The increase in revenues wamarily due to the increase in the number teltactive
subscription customers to 2,427 as of Decembe2@®17 from 1,727 as of December 31, 2006 and tleeiedf the
PRWeb acquisition, which closed in August 2006. iFfeeease in active subscription customers wasebelt of
adding sales personnel focused on acquiring neterrigss and renewing existing customers. Revenugtiyrfisom
the increase in active subscription customers vi@sshmillion, or 28%. The remaining increase inenave is
primarily the result of the full-year effect of PRAWin 2007. Total deferred revenue as of Decembe?@)7 was
$35.0 million, representing an increase of $8.4iom| or 31%, over total deferred revenue of $26ibion as of
December 31, 2006.

Cost of RevenuesCost of revenues for 2007 was $10.9 million,ramrease of $2.6 million, or 32%, over cost
of revenues of $8.3 million for 2006. The increaseost of revenues was due to an increase of 8604n
employee related costs from additional personr&l2$00 in stock-based compensation, $291,000stirt
infrastructure costs related to the support ofsuloscription-based customers and $268,000 in trarty license ar
royalty fees related to the increase in revenum® four subscription-based customers. Our costvefimges also
increased over the prior year by $410,000 for prelesase distribution costs and $65,000 for hostifrgstructure
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costs reflecting the full-year effect of PRWeb 00Z. We had 107 full-time employee equivalentstin o
professional and other support services group aeéer 31, 2007 compared to 94 full-time employgeéwalents
at December 31, 2006.

Sales and Marketing ExpenseSales and marketing expenses for 2007 were $2@ién, an increase of
$7.6 million or 40%, over sales and marketing espsrof $18.9 million for 2006. The increase wamprily due to
an increase of $2.8 million in employee relateds@®m additional personnel, $1.5 million in sat@snmissions,
$1.6 million in marketing program costs and $968,00stock-based compensation. Our sales and niragket
headcount increased by 34% as we hired sales pisionfocus on acquiring new customers and inangas
revenues from existing customers and marketingopeesd to expand our marketing activities to buiterixl
awareness. We had 162 full-time sales and marketimgoyee equivalents as of December 31, 2007 cadpa
121 full-time employee equivalents as of Decemldgr2B06.

Research and Development Expens&esearch and development expenses for 2007 \BeBar$llion, an
increase of $926,000, or 32%, over research anelol@wment expenses of $2.9 million for 2006. Thedase in
research and development expenses was primarilyodare increase of $636,000 in employee relatetsdnsluding
the full-year effect of PRWeb personnel and andase of $329,000 in stock-based compensation. \Wehéull-
time research and development employee equivadasnt$ December 31, 2007 compared to 27 full-timpleyee
equivalents as of December 31, 2006.

General and Administrative Expense&eneral and administrative expenses for 2007 %&4e7 million, an
increase of $5.1 million, or 53%, over general addhinistrative expenses of $9.6 million for 2006eTincrease in
general and administrative expenses was primauidytd an increase of $2.2 million in employee edatosts,
$467,000 in rents and facility costs relating tpansion of our offices and our acquisition of PRVdeld
$1.9 million in stock-based compensation. Our gainemd administrative headcount increased by 26%edsired
additional personnel to support our growth. We #3adull-time employee equivalents in our general an
administrative group at December 31, 2007 comptr&d full time employee equivalents at December2BD6.

Amortization of Intangible AssetsAmortization of intangible assets for 2007 was9$aillion, an increase of
$1.2 million, or 68%, over amortization of intanigitassets of $1.7 million for 2006. The increasarnortization
expense reflects a full year of amortization atfdble to the intangible assets acquired with PRWeb

Other Income (Expense)Other income for 2007 was $2.5 million, an inseaf $763,000, or 44% compared
to $1.7 million for 2006. Higher average balancksash and short-term investments resulted in aszd interest
income.

Provision for Income TaxesThe provision for income taxes for 2007 was $6@@, an increase of $489,000,
or 264%, over the provision for income taxes of 5080 for 2006. The provision for income taxes®?2 consists
primarily of deferred income tax expense resulfiogn a fullyear of amortization of tax deductible goodwillatic
to PRWeb and to a lesser extent, state income tma§ederal alternative minimum tax. The provigmmncome
taxes in 2006 consisted of deferred income tax msgeesulting from the amortization of tax deduetidpoodwill
related to PRWeb.

Years Ended December 31, 2006 and 2005

Revenues.Revenues for 2006 were $40.3 million, an incredskl2.2 million, or 44%, over revenues of
$28.1 million for 2005. The increase in revenues dae to the increase in the number of total actisgtomers to
1,727 as of December 31, 2006 from 1,384 as of dbee 31, 2005, an increase in average revenuecpee a
customer and the effect of the PRWeb acquisitidricivclosed in August 2006. The increase in aativeomers
was the result of adding sales personnel focusextquiring new customers and renewing existingaznsts. The
increase in average revenue per active custonagtrilsuted to selling more add-on modules of odiveare suite,
adding more users and increasing the prices chdogetibscriptions from our renewal customers. \8teveate the
growth in average revenue per active customer @& illion of the total increase in revenues aber comparabl
period. Total deferred revenue as of December @26 2vas $26.6 million, representing an increasgsd® million,
or 29%, over total deferred revenue of $20.7 millis of December 31, 2005.
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Cost of RevenuesCost of revenues for 2006 was $8.3 million, aréase of $1.8 million, or 27%, over cos
revenues of $6.5 million for 2005. The increasedst of revenues was primarily due to an incred$d @ million
in employee related costs, $234,000 in hostingsifucture costs, $164,000 from amortization ofiotarnally
developed software and information database usedrisubscription services and $69,000 in stocletbas
compensation reflecting the adoption of SFAS N@R.®ffset by a $513,000 reduction in third-partetise and
royalty fees. The increase in our headcount waibatéd to additional support personnel from thguésition of
PRWeb. We had 36 full-time employee equivalentsunprofessional and other support services grasps
December 31, 2006 compared to 25 full-time empl@aévalents as of December 31, 2005. In Augusb20@
began providing internally-developed content to eustomers and have incurred an additional $1.0omibf
employee related costs in 2006 related to a fudl y& maintenance on our database. These cosiscided in the
$1.6 million total increase in employee relatedtsos

Accelerated Amortization of Prepaid Royalty Feed Gontract Termination CostsWe incurred a $1.4 millic
charge in 2005 related to the release of our iatBreveloped content. We developed our own cdntereplace a
significant portion of the third-party content thveg previously included in our information databd@ecause our
customers ceased using the third-party contengogelerated the amortization of the related prepmjdlty fees. In
addition, we were required to make minimum annaghpents under the related data resale agreemédntheitthird
party. The effect of the release of our internaéxeloped content and the related cessation af¢bef the third-
party content resulted in a charge of $702,00Geélto the accelerated amortization of the prepaydlty fees and
$697,000 for the contractual minimum payments.

Sales and Marketing ExpenseSales and marketing expenses for 2006 were $iilién, an increase of
$4.1 million or 27%, over sales and marketing espsrof $14.8 million for 2005. The increase wamprily due to
an increase of $3.0 million in employee relateds@®m additional personnel and $530,000 in stoaked
compensation reflecting the adoption of SFAS N@&R.20ur sales and marketing headcount increas@éWyas
we hired sales personnel to focus on acquiring cigstomers and increasing revenues from existingpmes's. We
had 121 full-time sales and marketing employeeadents as of December 31, 2006 compared to 89irfod
employee equivalents as of December 31, 2005.

Research and Development Expens&esearch and development expenses for 2006 @edar$llion, an
increase of $381,000, or 15%, over research anelole@wment expenses of $2.5 million for 2005. Thedase in
research and development expenses was primarilyodare increase of $255,000 in employee relatetsdomm
additional personnel and $219,000 in stock-basetpensation reflecting the adoption of SFAS No. 1238 had
27 full-time research and development employeevedgnts as of December 31, 2006 compared to 23ifiod
employee equivalents as of December 31, 2005.

General and Administrative Expense&eneral and administrative expenses for 2006 $@:@ million, an
increase of $3.5 million, or 59%, over general adthinistrative expenses of $6.1 million for 2006eTincrease in
general and administrative expenses was primauiéytd $1.2 million in public company operating sp§t809,000
in employee related costs from additional persar$i€l 1,000 for estimated taxes on sales in jurigntis where our
on-demand solutions are considered taxable, ardrillion in stock-based compensation reflecting #dloption of
SFAS No. 123R. These increases were partially bffge decrease from 2005 in other stock-based easgtion.
In 2005, we incurred a charge of $1.0 million iackt-based compensation related to our purchasert#ic shares
of common stock obtained by former employees thnasigck option exercises within six months precgdins
purchase. We completed our initial public offeringdecember 2005 and consequently incurred a &l pf public
company costs in 2006 including accounting andgesibnal services, Sarbanes-Oxley compliance custs,
directors’ and officers’ insurance. Our general addhinistrative headcount increased by 55% as vegl lniersonnel
to support the increased reporting and regulatequirements of a public company. We had 34 fuletiemployee
equivalents in our general and administrative graupecember 31, 2006 compared to 22 full time eygs
equivalents at December 31, 2005.

Amortization of Intangible AssetsAmortization of intangible assets for 2006 wasr$tillion, an increase of
$100,000, or 6%, over amortization of intangibleeds of $1.6 million for 2005. The increase refiebie
amortization expense related to the intangibletass=uired in the purchase of PRWeb partiallyatfts expiring
amortization related to intangible assets acquitgte purchase of PAT.
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Other Income (Expense)Other income for 2006 was $1.7 million compam@dther expense of $182,000 for
2005. The increase in other income (expense) wasrillion. We invested proceeds from our initialytic offering
in December 2005 in cash equivalents and short-tevestments and we repaid in full our outstandingowings
under our revolving line of credit. The higher bradas of cash equivalents and short-term investnreststed in
increased interest income of $1.5 million. The yepant of the outstanding borrowings under our reng line of
credit resulted in decreased interest expense4s,$R0.

Provision for Income TaxesThe provision for income taxes for 2006 was $286, No provision for income
taxes was recorded in 2005. The provision for inedaxes in 2006 consists of deferred income tares@
resulting from the amortization of tax deductiblodwill related to PRWeb.

Liquidity and Capital Resources

As of December 31, 2007, our principal sourcesquiidlity were cash and cash equivalents totaling
$56.5 million, short-term investments of $10.9 foill and net accounts receivable of $14.3 million.

Net cash provided by operating activities was $h6illon in 2007 compared to $10.4 million in 200&he
increase of $5.6 million was attributable to netime for 2007 of $999,000 which included increase®n-cash
charges of $3.7 million for stock-based compengatiod $933,000 for amortization of acquired intatgassets
and an increase in deferred revenue balance ofrfiiflidn, offset by an increase in payments of $hi6ion for
accounts payable.

Net cash used in investing activities was $8.9iamlin 2007 compared to $24.2 million in 2006. Tieerease
of $15.3 million was primarily attributable to casbnsideration of $21.3 million related to the asgion of PRWel
in August 2006, offset by increases in net purcha$short-term investments of $5.6 million andastments in
property, equipment and software development cifs$861,000.

Net cash provided by financing activities was $28iBion in 2007 compared to $262,000 in 2006. Tereas
of $22.6 million was primarily attributable to thet proceeds of $21.7 million from the sale of common stock in
a public offering in April 2007 and an increasenoceeds of $698,000 from stock option exerciseOny .

As of December 31, 2007, we had a letter of credlistanding in favor of our principal landlord. Tleger of
credit is collateralized by a $270,000 certificateleposit which is maintained at the granting fficial institution.
The letter of credit renews annually through A1 and the certificate of deposit matures in 2011

As of December 31, 2007, we did not have any klatips with unconsolidated entities or financial
partnerships, such as entities often referred girastured finance or special purpose entitieschvivould have
been established for the purpose of facilitatirfgbafance sheet arrangements or other contractoattpw or
limited purposes. Other than our operating leasesffice space and computer equipment, we do ngage in off-
balance sheet financing arrangements. In addiverngo not engage in trading activities involvingirexchange
traded contracts. As such, we are not materialhos®d to any financing, liquidity, market or credbk that could
arise if we had engaged in these relationships.

The following table summarizes our contractual gdtions as of December 31, 2007 that requires ot
future cash payments.

Payments Due by period

Less thar 1-3 3-5 More than
Contractual Obligations Total 1 Year Years Years 5 Years
Operating lease $2,70:  $ 94C $1,247 $51€ $ —
Contractual commitmen 2,11¢ 1,392 72C 4 —
Long-term debt under notes paya 23t 202 33 — —
Interest on lon-term debt under notes payal 10 9 1 — —
Capital lease obligatior 112 37 65 11 —
Total obligations $5,177 $ 2,58( $2,06¢€ $531 $ —

37




The contractual commitment amounts in the tablesalame associated with agreements that are enfileceac
legally binding and that specify all significantrtes, including: fixed or minimum services to be diskxed,
minimum or variable price provisions; and the apprate timing of the transaction. Obligations undgreements
that we can cancel without a significant penalty mot included in the table above.

Item 7A. Quantitative and Qualitative Disclosures about MakRisk

Foreign Currency Exchange Risk

Our results of operations and cash flows are stibjeftuctuations due to changes in foreign curye@xchange
rates, particularly changes in the British pouradlsty, because our subscription agreements frontEatopean
subsidiary are typically denominated in the Britglund sterling. Revenues from subscription agredésne
denominated in a foreign currency were approximyatéb, 4% and 6% of our total revenues in the yeaded
December 31, 2005, 2006 and 2007, respectivelyokially, exchange rate fluctuations have not igantly
impacted our results of operations and cash flows.

In the future, we may utilize foreign currency famg and option contracts to manage currency expesWve
do not currently have any such contracts in plaocedid we enter into any such contracts duringyérs ended
December 31, 2005, 2006 or 2007.

Interest Rate Sensitivity

Interest income and expense are sensitive to ckandbe general level of U.S. interest rates. Hmwebased
on the nature and current level of our investmemkdch are primarily cash and cash equivalentsitsieom
investments and debt obligations, we believe thettet is no material risk of exposure.

Item 8. Financial Statements and Supplementary Dz

Our consolidated financial statements and relatedsrequired by this item are set forth as a sépaection ¢
this report. See Part IV, Item 15 of this Form 10-K
Item 9. Changes in and Disagreements with Accountants orcénting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Based on the evaluation of our disclosure containts procedures (as defined in the Rules 13a-1&¢) a
15d-15(e) under the Securities Exchange Act of 1884mended (the “Exchange Act”)) required by Bxgje Act
Rules 13a-15(b) or 15d-15(b), our Chief Executif@o®r and our Chief Financial Officer have condaddidthat as of
the end of the period covered by this report, asecldsure controls and procedures were effective.

Changes in Internal Controls

There were no changes in our internal controls &mancial reporting during the quarter ended Deloen81,
2007 that have materially affected, or are reaslgriddely to affect, our internal control over finaial reporting.
Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahcia
reporting, as such term is defined in ExchangeRdes 13a-15(f). Our internal control system wasigleed to
provide reasonable assurance regarding the rétfyabflfinancial reporting and the preparation wfaincial
statements for external purposes in accordancegeitlerally accepted accounting principles.

A company'’s internal control over financial repogiincludes those policies and procedures thagt€ftpin to
the maintenance of records that, in reasonablél detaurately and fairly reflect the transacti@ml dispositions
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of the assets of the company; (2) provide reasermadgurance that transactions are recorded assaecés permit
preparation of financial statements in accordanitie generally accepted accounting principles, drad teceipts an
expenditures of the company are being made ordg@ordance with authorizations of management amredtdirs of
the company; and (3) provide reasonable assurageeding prevention or timely detection of unauitrext
acquisition, use, or disposition of the companygsats that could have a material effect on thenfiizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Projections of any evaluation afaiffeness to further periods are subject to #ietHat controls
may become inadequate because of changes in amgjitir that the degree of compliance with policied
procedures may deteriorate.

Under the supervision and with the participatiomahagement, including its principal executivea#fiand
principal financial officer, our management asséske design and operating effectiveness of intaxortrol over
financial reporting as of December 31, 2007 basethe framework in Internal Control — Integratecufework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO).

Based on its evaluation under the framework inrtreeControl — Integrated Framework, our management
concluded that our internal control over financ&gorting was effective as of December 31, 2002 dffectivenes
of our internal control over financial reporting@sDecember 31, 2007 has been audited by Ernsbényg LLP, an
independent registered public accounting firm,tased in their report which is included herein.
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Report of Independent Registered Public Accountingrirm
on Internal Control Over Financial Reporting

The Board of Directors and Stockholders of Vocaus, |

We have audited Vocus, Inc.’s internal control dineancial reporting as of December 31, 2007, based
criteria established in Internal Control — Integaframework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the C@8t@ria). Vocus, Inc.’s management is responsidie
maintaining effective internal control over finaalcieporting, and for its assessment of the effeatss of internal
control over financial reporting included in theeampanying Management’s Report on Internal Cor@netr
Financial Reporting. Our responsibility is to exgg@n opinion on the company’s internal controlr dwencial
reporting based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBoa
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and ¢ipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesass
regarding the reliability of financial reportingathe preparation of financial statements for exdepurposes in
accordance with generally accepted accounting ipfeez A company’s internal control over finanaiaporting
includes those policies and procedures that (Iajpeto the maintenance of records that, in reasiendetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) idmveasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementadcordance wit
generally accepted accounting principles, andréwdipts and expenditures of the company are beadg only in
accordance with authorizations of management amdtdis of the company; and (3) provide reasonasdeirance
regarding prevention or timely detection of unauitted acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

In our opinion, Vocus, Inc. maintained, in all nt@érespects, effective internal control over fioal reporting
as of December 31, 2007, based on the COSO criteria

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated balance sheétsais, Inc. and subsidiaries as of December 306 2td 2007,
and the related statements of operations, stockrsldquity and cash flows for each of the thresryén the period
ended December 31, 2007 and our report dated Ma&,cR008 expressed an unqualified opinion thereon.

/sl Ernst & Young LLI

McLean, Virginia
March 13, 2008
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Iltem 9B. Other Information

None.

PART IlI

Item 10. Directors, Executive Officers and Corporate Govente

A listing of our executive officers, key employes® their biographies are included under the captio
“Executive Officers and Key Employees” under Iterafthis Form 10-K. The remaining information recpd by
this Item is incorporated herein by reference todhbfinitive Proxy Statement to be filed pursuarRegulation 14A
of the Exchange Act for our 2008 Annual Meetingstdckholders.

Item 11. Executive Compensatio

The information required by this Item is incorp@ctherein by reference to the definitive Proxy Stegnt to b
filed pursuant to Regulation 14A of the Exchangé #c our 2008 Annual Meeting of Stockholders.

Item 12. Security Ownership of Certain Beneficial Owners anbnagement and Related Stockholder Matt

The information required by this Item is incorp@éterein by reference to the definitive Proxy Stetnt to b
filed pursuant to Regulation 14A of the Exchange #c our 2008 Annual Meeting of Stockholders.

Item 13. Certain Relationships and Related Transactions, abitector Independenci

The information required by this Item is incorp@ctherein by reference to the definitive Proxy Stegnt to b
filed pursuant to Regulation 14A of the Exchangé e our 2008 Annual Meeting of Stockholders.

Item 14. Principal Accountant Fees and Servict

The information required by this Item is incorp@éterein by reference to the definitive Proxy Stetnt to b
filed pursuant to Regulation 14A of the Exchangé #c our 2008 Annual Meeting of Stockholders.

PART IV

Iltem 15. Exhibits and Financial Statement Schedult

(a) Documents filed as part of this report:
1. Consolidated Financial Statements:
« Report of Independent Registered Public Accounfimg;
« Consolidated balance sheets as of December 31,a08007
« Consolidated statements of operations for the yemded December 31, 2005, 2006 and 2
« Consolidated statements of stockhol’ equity for the years ended December 31, 2005, 20062007
« Consolidated statements of cash flows for the yeaded December 31, 2005, 2006 and 2007
» Notes to consolidated financial stateme
2. Consolidated Financial Statement Schedule:
¢ Schedule I— Valuation and Qualifying Account

All other financial schedules are not required urttle related instructions or are inappropriate twedefore
have been omitted.

(b) Exhibits

The exhibits listed in the accompanying Index tdiits are filed or incorporated by reference as phthis
report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

VOCUS, INC.

By: /sl RiICHARD RUDMAN

Richard Rudman
Chief Executive Officer, President and Chairman

Date: March 14, 2008

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signature appears below constitutes
and appoints Richard Rudman and Stephen Vintztlyodmd severally, his attorney-in-fact, each witib full power
of substitution, for such person, in any and afiazties, to sign any and all amendments to thisuahReport on
Form 10-K, and to file the same, with all exhilihereto and other documents in connection therewiti the
Securities and Exchange Commission, granting uasitbatorney-in-fact and agent full power and atitiido do
and perform each and every act and thing requasitenecessary to be done in connection therevdathylly to all
intents and purposes as he might do or could geiison hereby ratifying and confirming all thatteat said
attorneys-in-fact and agents, or his substitute; dwor cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xg Act of 1934, this report has been signed bélpthe
following persons on behalf of the registrant amthie capacities and on the date indicated.

Signature Title Date
/s/ RICHARD RUDMAN Chief Executive Officer, Presidentand  March 14, 200
Richard Rudma Chairman (Principal Executive Officer)
/sl STEPHENVINTZ Chief Financial Officer and Treasurer March 14, 200:
Stephen Vint: (Principal Financial and Accounting Office
/s/ ROBERT LENTZ Chief Technology Officer and Director March 14, 200:
Robert Lent:
/s KEvVIN BURNS Director March 14, 200
Kevin Burns
/s] GaARY GOLDING Director March 14, 200
Gary Golding
/s RoNALD KAISER Director March 14, 200
Ronald Kaise
/s/ RicCHARD MOORE Director March 14, 200:

Richard Moore
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders of Vocus, |

We have audited the accompanying consolidated balsimeets of Vocus, Inc. and subsidiaries as of
December 31, 2006 and 2007, and the related cdasedl statements of operations, stockholders’ yaaiid cash
flows for each of the three years in the periodeehbecember 31, 2007. Our audits also includedinhecial
statement schedule listed in the index at Item)19(aese financial statements and schedule anefiponsibility of
the Company’s management. Our responsibility exigress an opinion on these financial statementseamedule
based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighargio
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esa basis,
evidence supporting the amounts and disclosurtrifinancial statements. An audit also includeessing the
accounting principles used and significant estimatade by management, as well as evaluating thalbfirancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedis, ¢onsolidated
financial position of Vocus, Inc. and subsidiamé®ecember 31, 2006 and 2007, and the consolidasedts of
their operations and their cash flows for eachefthree years in the period ended December 37, 200
conformity with U.S. generally accepted accountnigciples. Also, in our opinion, the related fircéal statement
schedule, when considered in relation to the Hasanicial statements taken as a whole, presentyg faiall materia
respects the information set forth therein.

As discussed in Notes 2 and 10 to the consolid@iadcial statements, in 2006, the Company adopted
Statement of Financial Accounting Standards No(R23hare-Based PaymenAlso, as discussed in Note 2 to the
consolidated financial statements, in 2006, the @aomg adopted the provisions of U.S. Securitieskxahange
Commission Staff Accounting Bulletin No. 108pnsidering the Effects of Prior Year Misstatemeviten
Quantifying Misstatements in Current Year Finan@#htementspursuant to which the Company recorded a
cumulative adjustment to retained earnings asmdidy 1, 2006 to correct a prior period error edao deferred
revenue.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), Vocus, Inc.’s internal control ofieancial reporting as of December 31, 2007, basecriteria
established in Internal Control 4ategrated Framework issued by the Committee ohSpong Organizations of tl
Treadway Commission and our report dated Marct2@88 expressed an unqualified opinion thereon.

/sl Ernst & Young LL
McLean, Virginia
March 13, 2008
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Vocus, Inc. and Subsidiaries

Consolidated Balance Sheets

December 31

2006

2007

(Dollars in thousands,
except per share data)

Current asset:

Cash and cash equivalel $26,50¢ $ 56,54:
Shor-term investment 3,351 10,93¢
Accounts receivable, net of allowance for doubgfedtounts of $280 and $251 at December 31, 2006
and December 31, 2007, respectiv 10,13¢ 14,35¢
Prepaid expenses and other current a: 1,14¢ 1,95
Total current asse 41,14¢ 83,79:
Property, equipment and software, 4,35¢ 4,23¢
Intangible asset:
Customer relationships, n 4,11¢ 2,59¢
Trade name, n¢ 3,717 3,15¢
Agreements n-to-compete, ne 3,587 2,80¢
Purchased technology, r 191 71
Intangible assets, n 11,61( 8,62¢
Goodwill 17,11: 17,09(
Other asset 541 49¢
Total asset $74,77C $114,24:
Current liabilities:
Accounts payabl $ 1,45¢ $ 1,04c
Accrued compensatic 2,05¢ 3,057
Accrued expense 2,581 3,112
Current portion of notes payable and capital leddigations 427 238
Current portion of deferred reven 26,10( 34,33:
Total current liabilities 32,621 41,77¢
Notes payable and capital lease obligations, netio&nt portior 33t 10z
Deferred income taxe 18t 63¢
Other liabilities 85 89
Deferred revenue, net of current port 531 631
Total liabilities 33,76: 43,23¢
Commitments and contingenci —
Redeemable common stock, $0.01 par value, 5,00@sissued and outstanding at December 31, 33 —
Stockholder’ equity:
Preferred stock, $0.01 par value, 10,000,000 startmrized; no shares issued and outstanding at
December 31, 2006 and December 31, Z — —
Common stock, $0.01 par value, 90,000,000 sharterkzed; 16,993,515 and 18,656,415 issued ¢
December 31, 2006 and December 31, 2007, resplycthie982,738 and 17,645,638 shares
outstanding at December 31, 2006 and December0BY, 2espectivel 17C 18¢
Additional paic-in capital 80,52¢ 109,55!
Treasury stock, 1,010,777 shares at December 886, 29d 2007, at co (3,289 (3,289
Accumulated other comprehensive | (48) (60)
Accumulated defici (36,39)) (35,39
Total stockholder equity 40,97« 71,00«
Total liabilities, redeemable stock and stockhdd’ equity $74,77C  $114,24:

See accompanying notes.
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Vocus, Inc. and Subsidiaries
Consolidated Statements of Operations

Year Ended December 31

2005 2006 2007
(Dollars in thousands, except per share dat¢

Revenue! $ 28,060 $ 40,32¢ $ 58,07¢
Cost of revenues, including amortization expens®4é2, $344, and

$120 for the years ended December 31, 2005, 20@62007,

respectively 6,537 8,29: 10,92:
Accelerated amortization of prepaid royalty feed aantract

termination cost 1,39¢ — —
Gross profit 20,12¢ 32,03t 47,154
Operating expense

Sales and marketir 14,83" 18,91: 26,54¢

Research and developm 2,51t 2,89¢ 3,822

General and administratiy 6,057 9,62¢ 14,74

Amortization of intangible asse 1,60¢ 1,70¢ 2,862
Total operating expens 25,00¢ 33,13¢ 47,97
Loss from operation (4,882) (1,209 (821)
Other income (expense

Interest and other incon 177 1,81¢ 2,541

Interest expens (359 (88) (47
Total other income (expens (182) 1,731 2,494
Income (loss) before provision for income ta (5,069 627 1,67:
Provision for income taxe — 18t 674
Net income (loss (5,069 44z 99¢
Accretion of preferred stoc (1,900 — —
Net income (loss) attributable to common stockhi $ (6,969 $ 44z 3 99¢
Net income (loss) attributable to common stockhidgeer share

Basic (1.43) 0.0: $ 0.0€

Diluted (2.49) 0.0: $ 0.0¢
Weighted average shares outstanding used in congppéir share

amounts

Basic 4,867,711  15,367,85  17,147,88

Diluted 4,867,711  16,339,25  18,267,02

See accompanying notes.
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Vocus, Inc. and Subsidiaries

Consolidated Statements of Stockholders’ Equity

Accumulated

Additional Other Total
__Common Stock _ Paid-In  Treasury  Deferred  Comprehensive Accumulated Stockholders
Shares Amount Capital Stock  Compensatior Income (Loss) Deficit Equity
(Dollars in thousands, except per share dat¢
Balance at December 31, 20 4693331 $ 47 $ — $ (1,520 % (349 27 % (30,25 $ (31,739
Exercise of stock optior 285,02( 3 23¢ — — — — 241
Deferred compensation related to stock op
grants — — — — 1 — @) —
Amortization of deferred compensati — — — — 14 — — 14
Repurchase of 392,731 shares of common ¢ — — — (1,763) — — — (1,769
Accretion of preferred stoc — — (23¢) — — — (1,662 (1,900
Accretion of redeemable common stc — — — — — — (6) (6)
Initial public offering, net of cost 5,000,001 50 39,97 — — — — 40,021
Conversion of preferred sto 5,826,66! 58 30,48¢ — — — — 30,547
Issuance of stock options to r-employee — — 10 — — — — 10
Comprehensive los
Foreign currency translatic — — — — — 25 — 25
Net loss — — — — — — (5,069 (5,069
Total comprehensive lo: (5,039
Balance at December 31, 20 15,805,01 15¢ 70,47( (3,289 19 52 (36,99 30,381
Cumulative effect of the adoption
SAB No. 108 — — — — — — 15¢ 15¢
Reclassification of deferred compensation u
adoption of SFAS No. 123 — — (29 — 19 — — —
Initial public offering, cost: — — (48) — — — — (48)
Issuance of common stock in connection v
acquisition 494,54 5 7,20( — — — — 7,20t
Issuance of common stock to direct 5,341 — 56 — — — — 56
Exercise of stock optior 664,48 7 893 — — — — 90C
Accretion of redeemable common stc — — (5) — — — — 5)
Forfeiture of common stock redemption ri 24,12¢ — 161 — — — — 161
Stocl-based compensatic — — 1,81¢ — — — — 1,81¢
Comprehensive incom
Foreign currency translatic — — — — — (104 — (104)
Unrealized net gain on available for s
securities, net of ta — — — — — 4 — 4
Net income — — — — — — 44z 442
Total comprehensive incon 342
Balance at December 31, 20 16,993,51 17¢ 80,52¢ (3,287) — (48 (36,39) 40,97¢
Public offering, net of cost 1,217,13 12 21,64 — — — — 21,657
Issuance of common stock to direct 5,19¢ — 11C — — — — 11C
Exercise of stock options and warra 435,56° 4 1,59¢ — — — — 1,59¢
Income tax benefit from stock option exerci — — 78 — — — — 78
Accretion of redeemable common stc — — @ — — — — (0]
Forfeiture of common stock redemption ri¢ 5,00( — 34 — — — — 34
Stocl-based compensatic — — 5,561 — — — — 5,567
Comprehensive incom
Foreign currency translatic — — — — — (25) — (25)
Unrealized net gain on available for s
securities, net of ta — — — — — 13 — 13
Net income — — — — — — 99¢ 99¢
Total comprehensive incon 987
Balance at December 31, 20 18,656,41 $ 18€ $ 109,55! $ (3,289)$ —$ (60 $ (35,399) $ 71,004

See accompanying notes.
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Vocus, Inc. and Subsidiaries

Consolidated Statements of Cash Flows

Year Ended
December 31,
2005 2006 2007
(Dollars in thousands)
Cash flows from operating activities
Net income (loss $(5,069 $ 44z $ 99¢
Adjustments to reconcile net income (loss) to meshcprovided by operating activitie
Depreciation and amortization of property, equiptraerd software 784 1,171 1,48(
Amortization of intangible asse 2,007 2,04¢ 2,98z
Loss (gain) on disposal of ass — 7 (26)
Impairment of lon-lived asset: — 28 24
Stocl-based compensatic 1,03( 1,87¢ 5,651
Provision for doubtful accoun 51 182 75
Gain on extinguishment of de — (129) —
Deferred income taxe — 18t 454
Income tax benefit from the exercise of stock am — — (78)
Changes in operating assets and liabilil
Accounts receivabl (1,69) (4,250  (4,277)
Prepaid expenses and other current a: 19¢ 95 (744
Other asset 7 (58) (25)
Accounts payabl (2149 1,18(C (416)
Accrued compensatic 53 56€ 1,02(
Accrued expense (144 1,167 59¢
Deferred revenu 4,701 5,90( 8,30
Other liabilities 18 — 4
Net cash provided by operating activit 1,73¢ 10,41: 16,03:
Cash flows from investing activities
Cash paid for acquisitior — (21,269 —
Purchases of property and equipm (1,39 (790)  (1,04¢)
Software development and information database (2,24)) (217) (322
Proceeds from disposal of ass — — 34
Purchases of shi-term investment (1,400 (5,47%) (14,23)
Sales of sho-term investment — 2,401 62E
Maturities of shor-term investment — 1,121 6,04:
Net cash used in investing activiti (5,037 (24,22¢) (8,909
Cash flows from financing activities
Proceeds from public offerings, net of offering tsc 40,02: (48) 21,65
Repurchase of common sto (2,769 — —
Proceeds from exercise of stock options and wa 241 90C 1,59¢
Proceeds from borrowings under revolving line @fdit 4,41¢€ — —
Payments under revolving line of cre (6,805) — —
Proceeds from notes payal 972 23t —
Payments on notes payable and capital lease ablig: (284) (825) (427)
Income tax benefit from the exercise of stock am — — 78
Net cash provided by financing activiti 35,79 262 22,90¢
Effect of exchange rate changes on cash and cashaénts (23) 29 —
Net increase (decrease) in cash and cash equis. 32,47 (13,52)) 30,03t
Cash and cash equivalents at beginning of 7,55¢ 40,027 26,50¢
Cash and cash equivalents at end of ' $40,02° $26,50¢ $ 56,54:
Supplemental disclosure of cash flow information
Cash paid for intere: $ 28t $ 67 $ 36
Cash paid for income tax $ — 3 — % 20
Supplemental disclosure of no-cash investing and financing activities
Assets acquired under capital lea $ 107 $ 45 $ —
Conversion of redeemable preferred stock into comstock $30,547 $ — 3 —
Forfeiture of common stock redemption ri¢ $ — $ 161 $ 34
Issuance of common stock in connection with actjais $ — $ 7,208 $ —

See accompanying notes.
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Vocus, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

1. Business Descriptior
Organization and Description of Business

Vocus, Inc. (Vocus or the Company) is a provideofdemand software for public relations managemiég
Company'’s on-demand software addresses the ciitinations of public relations including media t&as, news
distribution and news monitoring. The Company iadwuartered in Lanham, Maryland with sales andraifieces
in Virginia, Maryland, California, Washington, Lood, England and Bangkok, Thailand.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include tuants of Vocus, Inc. and its wholly owned sulzsigis. All
intercompany accounts and transactions have baamated in consolidation.

Use of Estimates

The preparation of financial statements in conféymiith accounting principles generally acceptethia
United States requires management to make cegtimates and assumptions. These estimates and @tasusn
affect the reported amounts of assets and ligdslitind disclosure of contingent assets and liggsili#t the date of tl
financial statements, as well as reported amoumsvenues and expenses during the reporting petictiial result
could differ from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investmemischased with an original maturity date of thmeenths
or less to be cash equivalents. Cash equivaleatseaorded at cost, which approximates fair value.

Short-term Investments

Management determines the appropriate classifitatichort-term investments at the time of purctas®
evaluates such determination as of each balanet dhte. Available-for-sale securities are statddinvalue based
on quoted market prices. Realized gains and laagescluded in other income (expense) based ospéeific
identification method. Net unrealized holding gaamsl losses on available-for-sale securities grerted as a
component of other comprehensive income (loss)ohtetx. As of December 31, 2007, the net unredlgains on
available-for-sale securities were not materiak Tompany owns no investments that are considerkd trading
or held-to-maturity securities.

The Company regularly monitors and evaluates therédue of its investments to identify other themporary
declines in value. Management believes no suchraecin value existed at December 31, 2007.

Allowance for Doubtful Accounts

Estimates are used to determine the amount oflinveaance for doubtful accounts necessary to recuwoeunts
receivable to the estimated net realizable valbes€ estimates are made by analyzing the stagigrificant past-
due receivables and by establishing general pavisior estimated losses by analyzing current astdrical bad
debt trends. Actual collection experience has aoied significantly from prior estimates. Receivabthat are
ultimately deemed uncollectible are charged off asduction of receivables and the allowance fabtfol
accounts. Accounts receivable balances are naiteddlized.

Software Development and Information Database Costs

The Company incurs software development costserbliat its on-demand software developed for subtsenip
services and for management information systemalifimg costs incurred during the application deypenent
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Vocus, Inc. and Subsidiaries

Notes to Consolidated Financial Statements — (Comtiled)

stage are capitalized. These costs generally dmfsigternal labor and are amortized using thaight-line method
over the estimated useful life of the software,agalty two years. All other development costs aqeemsed as
incurred. The Company also capitalized the costxtire and develop its proprietary informatiotetdase. These
costs are amortized using the straight-line methad the estimated useful life of thirteen yearsstS to maintain
and update the information database are expensmubtef revenues as incurred.

Property, Equipment and Software

Property, equipment and software are stated at Degtreciation is computed using the straight-timethod
over the estimated useful lives of the assets,rgéindwo to five years. Assets acquired under edpeéases and
leasehold improvements are amortized using theghktrline method over the shorter of the estimatsefful lives of
the assets or the terms of the leases. Amortizafi@ssets acquired under capital leases is indlirddepreciation
expense. Repairs and maintenance costs are chargegense as incurred. When assets are retireithenvise
disposed of, the asset and related accumulate@éclapon are eliminated from the accounts and asylting gain
or loss is recorded in the results of operations.

Business Combinations and Intangible Assets

The Company accounts for business combinationsdardance with Statement of Financial Accounting
Standard No. 14Business CombinatiofSFAS No. 141). SFAS No. 141 requires business auattibns to be
accounted for using the purchase method of acamgatid includes specific criteria for recordingaimgible assets
separate from goodwill. Goodwill represents theessoof the cost of an acquired entity over theaievalue of the
identifiable assets acquired and liabilities asstinResults of operations of acquired businessemeltged in the
financial statements from the date of acquisition.

Intangible assets consist of customer relationslipsade name, agreements not-to-compete anddiegiyn
acquired in business combinations. Intangible asm®t amortized using the straight-line methodoaacelerated
basis over their estimated useful lives rangingfta/o to seven years.

Goodwill

In accordance with Statement of Financial Accounftandard No. 14Z0o0dwill and Other Intangible Assets
(SFAS No. 142), the Company tests goodwill for impa&nt annually on November 1, or whenever events o
changes in circumstances indicate that impairmext nave occurred. The Company evaluates goodwiiadirment
at the reporting unit level. All of the Company'saglwill resulted from the PRWeb acquisition (sedeN$). The
Company measures the goodwill impairment, if amgda upon the fair value of the underlying assaddiabilities
of the reporting unit, including any unrecognizathingible assets, and estimates the implied féirevaf goodwill.
An impairment charge is recognized to the exteatréitorded goodwill exceeds the implied fair valfigoodwill.
The Company conducted the annual impairment te2G07 with no resulting impairment.

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accounfitandard No. 144ccounting for the Impairment or
Disposal of Lon-Lived Asset§SFAS No. 144), long-lived assets, including intateyassets, are reviewed for
impairment whenever events or changes in circurnstimdicate that the carrying amount of an assgtmot be
fully recoverable. If an impairment indicator isspent, the Company evaluates recoverability byngpeoison of th
carrying amount of the assets to future undiscalinét cash flows expected to be generated by Betsadf the
assets are impaired, the impairment recognizecessared by the amount by which the carrying amexcgeds th
estimated fair value of the assets. Impairmentgd®for long-lived assets for the years ended Dbeei3il, 2005,
2006 and 2007 were not material.




Vocus, Inc. and Subsidiaries

Notes to Consolidated Financial Statements — (Comtiled)

Redeemable Stock

The Company accounts for stock subject to provisifon redemption outside of its control as mezzamiquity
These securities are recorded at fair value adléite of issuance and are accreted to the redenmgotionint at each
balance sheet date. The resulting increases icattnging amount of the redeemable stock are reftetirough
decreases in additional paid-in capital or, indbsence of additional paid-in capital, through audgiated deficit.

Foreign Currency and Operations

The functional currency for the Company’s foreigihsidiary is the British pound. The translatiorttof
subsidiarys financial statements into U.S. dollars is perfednfor assets and liabilities using exchange rateffect
at the balance sheet date and for revenue and xpegounts using an average exchange rate dhémgetiod. Th
resulting translation adjustments are recognizeatoumulated other comprehensive income (los®)parate
component of stockholders’ equity. Realized foraigrrency transaction gains and losses are includether
income (expense) in the consolidated statemerniperations.

Comprehensive Income (Loss)

Comprehensive income (loss) includes the Compamtsncome (loss) as well as other changes in
stockholders’ equity that result from transactiansl economic events other than those with stocknsl®ther
comprehensive income (loss) includes foreign cuyeranslation adjustments and unrealized gaind@swks on
short-term investments classified as availablesfe securities.

Revenue Recognition

The Company derives its revenues principally frarfbsgription arrangements and related services pergi
customers to access and utilize the Company’s amadd software and from the online distribution oégs
releases. The Company recognizes revenue whenisheeesuasive evidence of an arrangement, thécedmas
been provided to the customer, the collection effée is probable and the amount of the fees fmaimkby the
customer is fixed or determinable.

Subscription agreements generally contain mulpleice elements and deliverables. These elemaitgie
access to the Company’s on-demand software and sifiecify initial services including implementatiand
training. Subscription agreements do not providgamers the right to take possession of the sofhabany time.

The Company considers all elements in its multgdenent subscription arrangements as a singleotinit
accounting and recognizes all associated feestbgesubscription period. In applying the guidant&imerging
Issues Task Force Issue No. 00-R&yenue Arrangements with Multiple Deliveral{le§ F 00-21), the Company
determined that it does not have objective andhbédievidence of the fair value of the subscripfess after
delivery of specified initial services. The Compahgrefore accounts for its subscription arrangemand its
related service fees as a single unit of accounfisga result, all revenue from multiple elemertisription
arrangements is recognized ratably over the tertheofubscription. The subscription term commencethe start
date specified in the subscription arrangemenh@idate access to the software is provided touktomer. The
Company also has entered into a royalty agreemiimtaweseller of its application service. The Camp
recognizes this revenue over the term of the eed-sghscription upon obtaining persuasive evidewbéh
includes monthly notification from the reselleratithe service has been sold and delivered. Thep@&oyn
recognizes revenue from professional servicessepdrately from subscription arrangements as tivices are
performed.

The Company distributes press releases over teenkttwhich are indexed by major search engines and
distributed directly to various news sites, jouistaland other key constituents. The Company rezegmevenue o
a per-transaction basis when the press releasesaate available to the public.

F-9




Vocus, Inc. and Subsidiaries

Notes to Consolidated Financial Statements — (Comtiled)

Deferred Revenue

Deferred revenue consists of billings to custonmeedvance of revenue recognition. Deferred revdalme
recognized in the succeeding 12-month period isidted in current deferred revenue with the remam@imounts
included in noncurrent deferred revenue.

Sales Commissions

Sales commissions, including commissions relateteferred revenue, are expensed when a subscription
agreement is executed by the customer.

Advertising Costs

The Company expenses advertising costs as incuktebrtising costs for the years ended Decembe05,
2006 and 2007 were $1,140,000, $1,433,000 and 4266, respectively.

Stock-Based Compensation

Prior to January 1, 2006, the Company accountedsatock-based compensation using the intrinalaer
method of accounting under the provisions of ActmgnPrinciples Board Opinion No. 2B¢ccounting for Stock
Issued to Employe( APB No. 25). The Company’s stock-based compensatizards have generally been granted
with an exercise price equal to the estimatedviaime of the underlying common stock on the gratédand
accordingly, any stock-based compensation relatatock option grants was not material under APB2o The
Company applied the disclosure provisions undete8tant of Financial Accounting Standard No. 128;ounting
for Stocl-Based Compensati@nd related interpretations (SFAS No. 123) aseffttir value or minimum value
method had been applied in measuring compensatjgense. As a result, stock-based compensation sgpbased
upon either the fair value or the minimum value met was included as a pro forma disclosure imtites to the
Company’s financial statements.

The following illustrates the effect on the Companyet loss attributable to common stockholders tee
Company had applied the fair value recognition mions of SFAS No. 123 to stock-based compensatimimg
2005 (dollars in thousands, except per share data):

Year Ended
December 31
2005
Net loss attributable to common stockholders, pented $ (6,969
Stocl-based compensation expense, as rep: 1,03(
Pro forma stoc-based compensation expel (230
Pro forma net loss attributable to common stocké $ (6,169
Net loss attributable to common stockholders paresl
As reportec $ (1.49)
Pro forma $ (1.29)

The following assumptions were used in calculapingforma stock-based compensation expense:

Six Months Ended
June 30 December 31

2005 2005
Dividend yield 0% 0%
Average ris-free interest rat 4.2% 4.4%
Expected term (year: 4 4-6
Stock price volatility *) 52%- 53%

(*) Assumption is not applicable to minimum value meit
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Notes to Consolidated Financial Statements — (Comtiled)

The weighted average fair value of options grauigihg the year ended December 31, 2005 was $3.97.

On January 1, 2006, the Company adopted the pomgsif Statement of Financial Accounting Standard
No. 123(R),Share-Based Paymef8FAS No. 123R), using the modified-prospectivasiaon method for the
unvested portion of stock-based compensation awaedged after the Company became a public efdggause
the Company did not complete its initial publiceafhg until December 2005, the Company has apptied
prospective method to the unvested portion of stided compensation awards granted prior to Jun20D5, the
date the Company first filed a registration statetnwéth the Securities and Exchange Commission (SEC
Accordingly, the Company has not restated its fam@results for prior periods. Under the prospeztnethod, the
Company will continue to account for stock-baseahpensation awards granted before June 15, 200§ trsin
intrinsic value method as prescribed by APB No.\2&der the modified prospective method, stock-based
compensation expense for all stock-based compensatvards granted after June 15, 2005, but notdesst of
December 31, 2005, is based on the grant datedhie estimated in accordance with the provisidns o
SFAS No. 123R. Stock-based compensation expensdl &tock-based compensation awards granted after
January 1, 2006 is based on the grant date faievedtimated in accordance with the provisionsFkSNo. 123R.
The Company recognizes compensation expense ftk-based compensation awards on a straight-linis baer
the requisite service period of the award.

Concentrations of Credit Risk

Financial instruments that potentially subject @@npany to concentrations of credit risk consigigipally of
cash and cash equivalents, short-term investmextaecounts receivable. The Company generally mamits
cash, cash equivalents and short-term investmetfisrarious nationally recognized financial institins. Short-
term investments consist of investment grade, éstdoearing securities.

Customers are granted credit on an unsecured béamagement monitors the creditworthiness of it@mers
and believes that it has adequately provided fgreaposure to potential credit losses.

As of December 31, 2006 and 2007, total asset$ddcautside the United States were approximatelyof %
total assets. Revenues from sales to customersieti® United States were approximately 6%, 7%%af total
revenues for the years ended December 31, 2006,&0D2007, respectively.

Fair Value of Financial Instruments

The carrying value of the Company'’s financial instents, including cash and cash equivalents, saort-
investments, accounts receivable, accounts pagalol@ccrued liabilities approximate their fair veahecause of
their short-term nature.

Income Taxes

Income taxes are provided utilizing the liabilitethod whereby deferred tax assets are recognized fo
deductible temporary differences and operating dosktax-credit carryforwards, and deferred takiliides are
recognized for taxable temporary differences. Teraodifferences are the differences between therted
amount of assets and liabilities and their tax baBeferred tax assets are reduced by a valuatmmaance when, il
the opinion of management, it is more likely than that some portion or all of the deferred tavetswill not be
realized.

In July 2006, the FASB issued Interpretation Nq.A&ounting for Uncertainty in Income Tax&N No. 48),
which clarifies the accounting for uncertainty mome taxes by prescribing the minimum recognitioashold a
tax position is required to meet before being reted in the financial statements. FIN No. 48 gdsawvides
guidance on derecognition, measurement, classditanterest and penalties, accounting for intgpeniods and
disclosures for uncertain tax positions. The Comgfsapolicy is to recognize interest and penaltiesraed on any
unrecognized tax positions as a component of indamexpense. The Company’s adoption of FIN Nodidighot
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Notes to Consolidated Financial Statements — (Comtiled)

result in the recording of any previously unrecagditax positions and did not have a material effadts financial
position or results of operations for 2007. The @any does not believe there will be any materiainges in its
unrecognized tax positions over the next twelve timan

As of the date of adoption of FIN No. 48, the Compdid not have any accrued interest or penalsss@ated
with any unrecognized tax positions, and there wersuch interest or penalties recognized durieg/gar ended
December 31, 2007.

The Company files income tax returns in the U.8efal jurisdictions and various state and foreign
jurisdictions. The Company is subject to U.S. fedléax, state and foreign tax examinations for geanging fromn
2001 to 2007.

Earnings Per Share

Basic net income (loss) attributable to commonldtotders per share is computed by dividing netimnegloss
attributable to common stockholders by the weiglasteerage number of common shares outstanding égoehiod.
Diluted net income (loss) attributable to commarckholders per share includes the potential ditutfat could
occur if securities or other contracts to issue romm stock were exercised or converted into comnbacks

For the year ended December 31, 2005, the effatteo€ompany’s outstanding common stock equivaleats
not included in the calculation of diluted loss pkare as the result would have been anti-dilivé accordingly,
basic and diluted net loss per share were idenfited following summarizes the calculation of basid diluted net
income (loss) attributable to common stockholdensghare (dollars in thousands, except per shaoeiats):

2005 2006 2007

Net income (loss) attributable to common stockhia $ (6,969 % 44z 3 99¢
Weighted average shares outstanding, t 4,867,71l 15,367,85 17,147,88
Dilutive effect of:

Options to purchase common stc — 757,60( 1,046,64.

Warrants to purchase common st — 213,80: 72,48¢
Weighted average shares outstanding, dil 4,867,71l 16,339,25 18,267,02
Net income (loss) attributable to common stockhidgeer share

Basic $ (149 % 0.0: $ 0.0¢

Diluted $ (1.4 ¢ 0.0 $ 0.0t

The following summarizes the potential outstandingnmon stock of the Company as of the end of each
period:

December 31

2005 2006 2007
Options to purchase common st¢ 2,468,35. 2,205,35. 3,351,36:
Warrants to purchase common or preferred s 361,44¢ 225,52( —
Total options and warrants to purchase common ¢ 2,829,79 2,430,87.  3,351,36:
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Segment Data

The Company manages its operations on a consdliti@sis for purposes of assessing performance akihg
operating decisions. Accordingly, the Company dusshave reportable segments of its business.

Reclassifications

Certain amounts in the prior years’ notes to thesotidated financial statements have been recleddi
conform to the current year presentation.

Adoption of SAB No. 108

In September 2006, the SEC Staff issued Staff Actiog Bulletin No. 108Considering the Effects of Prior
Year Misstatements when Quantifying Misstatemen®uirent Year Financial Statement6SAB No. 108) which
addresses how the effects of prior-year uncorretiisdtatements must be considered when quantifying
misstatements in current-year financial statemeéSA8 No. 108 requires companies to quantify thecff of
misstatements on the current year financial statésnesing both a balance sheet and income stateapprdach an
to evaluate relevant quantitative and qualitata@tdrs to determine whether a misstatement is mhtéhe
Company adopted SAB No. 108 and recorded a cumealaffect adjustment to increase its retained agmas of
January 1, 2006 related to an overstatement defsrred revenue of $158,000 at December 31, 2005,
overstatement resulted primarily from the timingloé recognition of revenue from its subscriptigneements in
years prior to 2004. This amount was previouslystered not to be materi

Recent Accounting Pronouncements

In September 2006, the Financial Accounting StasslBoard (FASB) issued Statement of Financial
Accounting Standard No. 15Fair Value Measuremen{SFAS No. 157), which defines fair value, estaldish
framework for measuring fair value and requiresitamttal disclosures about fair value measuremeéntsebruary
2008, the FASB issued FASB Staff Position (FSP) N&Y.-1,Application of FASB Statement No. 157 to FASB
Statement No. 13 and Other Accounting Pronouncesribat Address Fair Value Measurements for Purpoges
Lease Classification or Measurement under Stateh@(FSP No. 157-1), andffective Date of FASB Statement
No. 157(FSP No. 157-2) as amendments to SFAS No. 157 hadxclude lease transactions from the scope of
SFAS 157 and also defer the effective date of tleption of SFAS No. 157 for non-financial assetd aon-
financial liabilities that are nonrecurring. Thepisions of SFAS No. 157 are effective for the disgear beginning
January 1, 2008, except for certain non-finangakts and liabilities for which the effective dates been deferred
to January 1, 2009. The Company is currently evalgdhe effect, if any; the adoption of SFAS N&7will have
on its financial statements.

In February 2007, the FASB issued Statement ofrigiiah Accounting Standard No. 15Bhe Fair Value
Option for Financial Assets and Financial Liabiis(SFAS No. 159), which allows companies to eleahtasure
certain eligible financial instruments at fair valat specified election dates. SFAS No. 159 iscéffe for fiscal
years beginning after November 15, 2007. The Complaes not expect the adoption of SFAS No. 15%iets
material impact on its financial statements.

In December 2007, the FASB issued SFAS No. 141R3jness Combinationa,revised version of
SFAS No. 141, which requires an acquirer to meath@aédentifiable assets acquired, the liabilisssumed and ai
noncontrolling interest in the acquiree at their ¥alues on the acquisition date, with goodwilifgethe excess
value over the net identifiable assets acquireds $fatement applies prospectively to business awatibns where
the acquisition date is on or after the beginnihthe first annual reporting period beginning orafter
December 15, 2008. Early adoption is prohibited.
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3. Public Offerings of Common Stock

On December 7, 2005, the Company completed theo§&l©®00,000 shares of common stock, at a public
offering price of $9.00 per share. A total of $48)®00 in gross proceeds was raised in the imtialic offering.
After deducting the underwriters’ commissions afféring expenses of $5,027,000, net proceeds obfiesing
were $39,973,000. All of the outstanding shareedéemable convertible preferred stock were coadertto share
of common stock at the closing of the offeringabidition, warrants to acquire shares of redeentahigertible
preferred stock were converted into warrants taisecqcommon stock.

On April 4, 2007, the Company completed the salg, 217,137 shares of common stock, at an offeriigp f
$19.50 per share. A total of $23,734,000 in grassgeds was raised by the Company in the publériofj. After
deducting the underwriters’ commissions and offgerpenses of $2,077,000, net proceeds of therdfés the
Company were $21,657,000.

4. Acquisition

On August 4, 2006, the Company acquired certaietassd assumed certain liabilities of PRWeb. The
acquisition of PRWeb allows the Company to provadeon-demand solution which allows its customensittely
distribute press releases containing important efémof new media such as images, podcasts and ridssages
drive Internet traffic to websites and optimizermawareness. The operating results of PRWeb hese included
in the accompanying consolidated financial statémfom the date of acquisition. The purchase a@ration
consisted of $20.9 million in cash and 494,543 ehaf Vocus common stock, valued at approximat@I #illion
based on the average closing market price fontioediays preceding through the two days following diate of
acquisition. The acquisition was accounted for unle purchase method of accounting.

The aggregate purchase consideration consistde dblowing (dollars in thousands):

Cash $20,94(
Common stocl 7,20k
Transaction cosl 324
Total purchase considerati $28,46¢

The Company allocated the purchase price to trgitilnand identifiable intangible assets acquined a
liabilities assumed based on their estimated falmes as of the acquisition date. The excess giuhehase price
over the net tangible and identifiable intangildsets acquired was recorded as goodwill. The aotalunt assigned
to goodwill is deductible for tax purposes. In 206 Company recorded an adjustment to the assliabddies
with a corresponding adjustment to goodwill of $#) related to the final fair value determinatidhe purchase
price has been allocated as follows (dollars iugamds):

Amortization

Period
Trade nam« 7year $ 3,94¢
Agreements nto-compete 5 year: 3,91%
Customer relationshiy 5 year: 3,041
Purchased technolog 2 year 24C
Property and equipme 3-5year 341
Goodwill 17,09(
Assumed liabilities (102
Total purchase pric $28,46¢

The weighted-average amortization period for tharigible assets acquired is 5.6 years.
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The unaudited pro forma consolidated results ofatpms presented below assume that the PRWebsitboui
occurred on January 1, 2005 (dollars in thousaextsept per share data):

Year Ended
December 31
2005 2006

Pro forma revenue $31,97  $44,06¢
Pro forma net los $(7,82¢) $ (269
Accretion of preferred stoc (1,900 —
Pro forma net loss attributable to common stocké $(9,72) $ (269
Pro forma basic and diluted net loss attributabledammon stockholders per sh $ (1.8]) $ (0.02

These pro forma results are not necessarily ingdeatf future operating results or those that wdwdge
occurred had the acquisition been consummatedrorada 1, 2005.

5. Short-Term Investments

The components of cash and cash equivalents amdteho investments at December 31, 2006 are &safs|
(dollars in thousands):

Unrealized Fair Market Cash and Casl Short-Term

Cost Gains Losse: Value Equivalents Investments

Cash $1421F $— $ — $ 1421 $ 14,21 $ =

Money market fund 765 — — 76E 76E —

Commercial pape 9,90¢ — — 9,90¢ 9,90¢ —
Government-sponsored agency debt

securities 2,62% 4 — 2,62 1,271 1,35¢

Corporate notes and bon 2,351 — — 2,351 35C 2,001

Total $2985¢ $ 4 $ — $ 29860 $ 26,50¢ $ 3,35i

The components of cash and cash equivalents amdteho investments at December 31, 2007 are &safs|
(dollars in thousands):

Unrealized Fair Market Cash and Casl Short-Term

Cost Gains Losse! Value Equivalents Investments

Cash $22,79C $— $ — $ 22,79C $ 22,79C % —

Money market fund 4,81¢ — — 4,81¢ 4,81¢ —

Commercial pape 22,89 — — 22,89 22,89 —
Government-sponsored agency debt

securities 12,21¢ 16 — 12,23: 3,79¢ 8,43t

Certificates of depos 4,25( 1 — 4,251 2,25( 2,001

Corporate notes and bon 50C — — 50C — 50C

Total $67,46: $17 $ — $ 6748 $ 56,54 $ 10,93¢

The contractual maturities of short-term investraare generally one year or less. All short-termestments
are classified as available-for-sale securities.

Realized gains or losses from sales and matudfishortterm investments in 2006 and 2007 were not mat
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6. Property, Equipment and Software
Property, equipment and software consisted ofdhewing (dollars in thousands):

December 31

2006 2007
Purchased software, computer and office equipi $3,11€ $3,78¢
Office furniture 564 743
Leasehold improvemen 847 89¢
Equipment under capital lease obligatit 23¢ 15¢
Capitalized software development cc 49t 78¢
Information database cos 2,321 2,32

7,58¢ 8,691
Less accumulated depreciation and amortize (3,229 (4,467)
Property, equipment and software, $4,35¢ $4,23¢

Depreciation expense on equipment under capitaekeeas $27,000, $28,000 and $32,000 for the peaied
December 31, 2005, 2006 and 2007, respectively.

7. Intangible Assets

Intangible assets at December 31, 2006 consistdkdbllowing (dollars in thousands):

Gross
Useful Life Carrying Net Carrying
in Years Amount Amortization Amount
Customer relationshif 3-5 $858 $ (447) $ 411f
Trade nam 7 3,94¢ (229) 3,71
Agreements n-to-compete 2-5 4,19t (60€) 3,581
Purchased technolog 2 2,251 (2,060 191
Total $1897¢ $ (7,36 $ 11,6L(

Intangible assets at December 31, 2007 consistdtdbllowing (dollars in thousands):

Gross
Useful Life Carrying Net Carrying
in Years Amount Amortization Amount
Customer relationshif 3-5 $835: $ (5,759 $ 2,59¢
Trade nam 7 3,94¢ (792) 3,15¢
Agreements n-to-compete 2-5 4,19t (1,39)) 2,80¢
Purchased technolog 2 1,66 (1,596 71
Total $18,16( $ (95379 ¢ 8,62¢
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Future expected amortization of intangible asseB®eaember 31, 2007 was as follows (dollars in amadls):

2008 $2,72:
2009 1,92¢
2010 1,821
2011 1,26(
2012 564
2013 334

$8,62¢
8. Debt

Term Loans and Equipment Line of Credit

The Company has a secured revolving equipmenbfineedit (the Equipment Line) that provides for
borrowings up to $2,000,000. In May 2007, the Conypaodified the Equipment Line to extend the exjpradate
to June 30, 2008. Outstanding borrowings undeEthgpment Line convert to term loans with principad interes
payments payable monthly over a maximum periodsain®nths depending on the date of the borrowingasset
purchased. Borrowings bear interest at the bariiseprate (7.25% at December 31, 2007), and intésgmyable
monthly. Borrowings are collateralized by the equémt purchased under the Equipment Line.

Future principal payments under the term loanstanting at December 31, 2007 are as follows
(dollars in thousands):

2008 $20z
2009 33
Total future minimum principal paymer $23E

Note Payable

In November 2006, the Company settled an outstgnaiie payable and related accrued interest of $928
by paying $300,000 resulting in a $128,000 gairexinmguishment of debt that is included in interasd other
income in the accompanying companying consolidatattment of operations.

9. Redeemable Convertible Preferred Stocl

Prior to December 2005, the Company issued 5,88666res of redeemable convertible preferred stock
proceeds of $23,400,000, net of $260,000 of issuansts. In 2005, the Company recorded accretidhen
preferred stock of $1,900,000. In addition, the @any issued warrants to purchase 206,016 sharesi@émable
convertible preferred stock at a price of $4.85gkare and warrants to purchase 128,912 shareswhon stock at
a price of $4.77 per share. In connection withGoenpany’s initial public offering in December 20@, shares of
redeemable convertible preferred stock were coadénto common stock and outstanding warrants tolfase
redeemable convertible preferred stock were coasdento warrants to purchase common stock (see Bjotkt
December 31, 2007, no warrants remain outstanding.

10. Stock-Based Compensatio

The Company’s 1999 Stock Option Plan and 2005 Staeérd Plan (the “Plansprovide for the grant of sto
options, restricted stock, stock appreciation sgdrid other equity awards to employees, consultafitsers and
directors. The 2005 Stock Award Plan was adoptethéyBoard of Directors and stockholders in Noven#@5 in
conjunction with the Company'’s initial public offieg. Under the 2005 Stock Award Plan, 3,399,68%esha
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have been reserved for future issuance, subjextniaal increases. The Plans are administered b@dh®ensation
Committee of the Board of Directors, which hasahéhority, among other things, to determine whiatividuals
receive awards pursuant to the Plans, and the tefrthe awards. Options granted under the Plans hav

10-year term and generally vest annually over etlor four-year period. At December 31, 2007, 358 ghares
were available for future grants. All shares avdédor future grant are restricted to the 2005cBtaward Plan. In
January 2008, the Company increased the sharasedder future issuance under the 2005 Stock Aviiaah by
882,282 shares and granted approximately 75,0@8 sg@ions and 675,000 shares of restricted stochrectors,
executives and other employees.

On January 1, 2006, the Company adopted the pomasif SFAS No. 123R requiring the recognition of
compensation expense based upon the grant datafaé of its stock-based compensation awards effeet of
adopting SFAS No. 123R was a decrease in net indontke year ended December 31, 2006 of $0.1dasic anc
$0.11 per diluted share. The following table setthfthe stock-based compensation expense forropti@rds
determined pursuant to Statement of Financial Anting Standard No. 123(R$hare-Based Payment
(SFAS No. 123R), that is recorded in the consoéidatatements of operations (in thousands):

Year Ended

December 31
2006 _2007
Cost of revenue $ 69 $ 581
Sales and marketir 53C 1,49¢
Research and developmt 21¢ 54¢
General and administratic 1,04z 2,91¢t
Total $1,86( $5,54

During 2004, the Company granted certain optiorik amn exercise price that was less than the estthfatr
value of the underlying stock, resulting in defdrommpensation under APB No. 25. Stock-based cosgpiem
from these awards for the years ended Decemb&085, 2006 and 2007 was $24,000, $14,000 and $5,000
respectively. Upon the adoption of SFAS No. 123R,related deferred compensation of $19,000 as of
December 31, 2005 was reclassified as additioridtipacapital.

In accordance with SFAS No. 123R, the Company tiee8lack-Scholes option pricing model to meashee t
fair value of its option awards granted after JUse2005. The Black-Scholes model requires thetinphighly
subjective assumptions including volatility, expgtterm, risk-free interest rate and dividend yi&ic2005, the
SEC issued Staff Accounting Bulletin No. 107 (SAB.NO7) which provides supplemental implementation
guidance for SFAS No. 123R. The Company becaménbcpentity in December 2005, and therefore hamiedd
history of volatility. Accordingly, the expected latility is based on the historical volatilities similar entities’
common stock over the most recent period commeteswith the estimated expected term of the awards.
expected term of an award is based on the “sineglifimethod allowed by SAB No. 107, whereby the expeterm
is equal to the midpoint between the vesting datkthe end of the contractual term of the aware: fi$k-free
interest rate is based on the rate on U.S. Treasm/coupon issues with maturities consistent thighestimated
expected term of the awards. The Company has mbtdpadends and does not anticipate paying a @ivdlin the
foreseeable future and accordingly, uses an expedtaend yield of zero.
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In accordance with SFAS No. 123R, the Company tiee8lack-Scholes option pricing model to meashee t
fair value of its option awards. The following whigd-average assumptions were used in calculaiog-based
compensation for options granted during the yededrbDecember 31, 2006 and 2007:

Year Ended
December 31,
2006 2007
Stock price volatility 53% 52%
Expected term (year: 6.3 6.2
Risk-free interest rat 5.C% 4.8%
Dividend yield 0% 0%

The weighted-average grant date fair value of otigranted during the year ended December 31, 2006
2007 was $7.74 and $11.30, respectively.

Stock-based compensation expense recognized id bagbe estimated portion of the awards that speeted
to vest. The Company applies estimated forfeitatesrbased on analyses of historical data, inajugirmination
patterns and other factors.

Stock option activity is as follows:

Weighted- Aggregate Intrinsic

Weighted- Average Value as of
Number of Range of Average  Contractual December 31
Options Exercise Prices Exercise Price Term 2007

(In thousands)

Balance at January 1, 20 1,100,08: $ 0.30-4.77 $ 1.32

Granted 1,703,04 4.77-9.0C 7.9¢

Exercisec (285,02()  0.30- 2.9¢ 0.8t

Forfeited or cancelle (49,75  0.30-9.0C 3.11
Balance at December 31, 2C 2,468,35! 0.30- 9.0¢ 5.92

Granted 348,830 12.42- 16.8( 13.57

Exercisec (565,266  0.30- 9.0cC 1.5¢

Forfeited or cancelle (46,567 2.46-12.4: 5.22
Balance at December 31, 2C 2,205,35: $ 0.30-16.8( $ 8.2¢

Granted 1,526,251 18.65- 35.9¢ 19.1¢

Exercisec (255,327) 0.30-18.6¢ 6.2¢€

Forfeited or cancelle (124,91) 2.46- 25.9( 17.41
Balance at December 31, 2C 3,351,36: $ 0.30-35.9¢ $ 13.0¢ 8.2 $ 72,064
Expected to vest at December 31, 2 3,148,15! $ 0.30- 35.9¢ $ 12.8¢ 8.2 % 68,11¢
Exercisable at December 31, 2( 893,85¢ $ 0.30- 18.6f $ 7.9t 7C$ 23,751
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The following details the outstanding options at&mber 31, 2007:

Options Outstanding

Weighted- Options Exercisable
Average Weighted- Weighted-
Range of Outstanding Remaining Average Exercisable Average
Exercise as of Contractual Exercise as of Exercise

Prices 12/31/07 Term Price 12/31/07 Price
$0.30- $ 3.59 123,16( 2¢ $ 1.4¢ 122,15¢ $ 1.4¢
$3.60-$7.19 308,21¢ 7.C 4.7¢ 112,80: 4,74
$ 7.20- $10.78 1,198,23. 7.9 9.0C 590,81 9.0C
$10.79- $14.38 238,75( 8.5 13.0¢ 28,75( 13.0¢
$14.39- $17.99 52,58 8.5 15.9¢ 11,33« 16.0z
$18.00- $21.58 1,372,411 9.C 18.7: 27,99¢ 18.6¢
$21.59- $35.98 58,00( 9.€ 27.0( — —
3,351,36. 8.2 $ 13.0: 893,85 $ 7.9t

The aggregate intrinsic value represents the @iffeg between the exercise price of the underlyivayds and
the quoted closing price of the Company’s commonlksat December 31, 2007 multiplied by the numifeshares
that would have been received by the option holtadsall option holders exercised their optionPaecember 31,
2007. During the year ended December 31, 2007adgleegate intrinsic value of options exercised $4890,000.
The Company did not realize a significant tax biriedfm these exercises as the Company has incetredilative
losses for federal income tax purposes and hasrggtgumulative losses in several states for inctameurposes.
The Company recorded an excess income tax berfiéft8000 in 2007 resulting from the tax beneféalized in
certain states related to deductions from the éseaf stock options. The Company has electedddhss “with and
without” method for recognition of excess income l@nefits related to stock option exercises.

As of December 31, 2007, there was $14,833,006taf tinrecognized compensation cost related to ested
stock-based compensation awards granted undetahs. A his cost is expected to be recognized ovezighted
average period of 2.5 years. The fair value ofaysithat vested during 2007 was $2,600,000.

Common Stock Repurchases

In 2005, the Company purchased an aggregate of3923hares of common stock from an officer of the
Company and certain former employees at a pri¢¥ di5 per share, the estimated fair value of tlaeeshon the
date of purchase. Certain of these shares of constock were obtained by former employees througbksbption
exercises within the six-month period precedingghrehase by the Company. These purchases resuliéack-
based compensation equal to the amount the Congaadyo acquire the common stock, reduced by theuain
paid by the employee upon exercise of the stocloopbr an aggregate of $1.0 million for the yeaded
December 31, 2005.

11. Employee Benefit Plan:

The Company sponsors defined-contribution and psbfaring plans in the United States and the
United Kingdom. Total expenses for the plans ferybkars ended December 31, 2005, 2006 and 2007 were
approximately $95,000, $213,000 and $283,000, rtivedy.

12. Income Taxes

For the year ended December 31, 2005, the Companyred losses and accordingly, no income taxes hav
been provided in the accompanying statements ahtipaes for these periods. The net tax provisios s@mprised
primarily of a deferred tax benefit related to tied operating losses offset by increases in theatiain allowance of
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the same amount. The tax provision for 2005 diffdrem the expected tax benefit, computed by applyhe
U.S. Federal statutory rate to the loss beforenmectaxes, principally due to the effect of the éaes in the
valuation allowance.

The provision for income taxes for 2006 and 2007stsied of the following (dollars in thousands):

2006 2007
Current expens $ — %22
Deferred expens 18t 454
Provision for income taxe $185  $674

For the years ended December 31, 2006 and 200prakesion for income taxes differs from the exmetctax
provision computed by applying the U.S. Federaustay rate to income before taxes as a resuti@fallowing:

2006 2007
Statutory federal tax ra 35% 35%
State income taxe 11 7
Effect of foreign losse 6 8
Non-deductible stoc-based compensatic 24 11

Other noi-deductible expenst 6 4
Changes in valuation allowan (53 (29

29% 40%
The Company’s deferred tax components consistéoedfollowing (dollars in thousands):

December 31,

2006 2007
Deferred tax asset
NOL carryforwards $ 7,47C $4,03
Allowance for doubtful accoun 10€ 96
Deferred revenu 107 10¢
Accrued expense 59C 20C
Depreciatior 404 23C
Intangible asset amortizatic 1,682 2,57¢
Stoclk-based compensatic 53¢ 2,38
Other 37 172
Total deferred tax asse 10,93« 9,80(
Valuation allowanct (10,027 (9,044
Net deferred tax asse 913 75€
Deferred tax liabilities
Capitalized software developme (812) (75€)
Goodwill (185) (639)
Other (107 —
Total deferred tax liabilitie (1,09¢) (1,395
Net deferred tax liabilitie $ (185 $ (639
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At December 31, 2007, the Company had net oper&dsgy(NOL) carryforwards of approximately
$16.5 million, of which approximately $13.2 milligelate to the United States and will begin to exj 2022. For
the year ended December 31, 2007, losses befammtaxes from foreign operations totaled $1.3iomll The
utilization of a portion of the U.S. NOL carryforvels will be subject to an annual limitation dugtr changes in
ownership. Additionally, despite the NOL carryfords, the Company may have a future tax liabilite ¢l Federal
alternative minimum tax or state tax requirements.

During 2007, stock options were exercised for theepase of shares of the Company’s common stoak. Th
exercise of these stock options generated an intaxngeduction equal to the excess of the fair etarklue of the
common stock over the exercise price. In accordaitteSFAS No. 123R, the Company will not recograzex
benefit with respect to the stock option deductionsl those deductions actually reduce incomegsgayable. As
such, the Company has not recorded a deferredstat eelated to the NOL carryforwards resultingrfithe exercis
of these stock options in the financial statemefitsuch time as the Company utilizes these NOkytarwards to
reduce income taxes payable, the tax benefit mrded as an increase in additional paid-in capital.

A valuation allowance has been recorded againsttmpany’s deferred tax assets primarily due to the
inability to predict future taxable income. The Quamy has considered all available evidence, inolyds historice
levels of taxable income, the future reversal a$ting temporary differences and estimated futaralle income in
determining the need for the valuation allowance.

13. Commitments and Contingencie:
Purchase Commitments

The Company has entered into various arrangemetitssendors primarily for the distribution by the@pany
of the vendors’ media data and news content. Ansopaid for the distribution of third party medigaland content
are deferred and recognized ratably as cost ohtesover the same period in which the relatedwes® are
recognized. The current portion and the long-teontipn of the deferred fees are included in pregxigdenses and
other current assets, respectively, in the accogipgrtonsolidated balance sheets. Amortization egpdor the
years ended December 31, 2005, 2006 and 2007 wa20$200, $882,000 and $994,000, respectively.f/
December 31, 2007, minimum required payments imréuyears under these arrangements are $1,392,000,
$620,000, $100,000 and $4,000 in 2008, 2009, 26#Pa11, respectively.

During 2005, the Company developed its own cortienéplace a significant portion of its acquiredldkparty
content. In August 2005, the Company began progidminternally-developed content to its custonserd ceased
providing the replaced third-party content. BecahgeCompany’'s customers ceased using the thirtty-pantent,
the Company accelerated the amortization of treedIprepaid royalty fees. In addition, the Companag required
to make minimum annual payments under the reladtal bsale agreement with the third-party. Thecefiéthe
release of the Company’s internally-developed aurded the related cessation of the use of thd-ftarty’s conter
resulted in a charge of $1,399,000 for the yeaedridecember 31, 2005 related to the acceleratediaatmn of
the prepaid royalty fees and the accrual of thdractual minimum payments. The data resale agreewen
subsequently terminated.

Leases

The Company has various noncancelable operatisgderimarily related to office real estate, thiire
through 2013 and generally contain renewal optfonsip to five years. Rent expense was $822,0009 %80 and
$1,104,000 for the years ended December 31, 2@, 2nd 2007, respectively. The Company also $ease
computer and office equipment under noncanceladpéal leases that expire through 2011.
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Future minimum lease payments under noncancelg@@mtng and capital leases at December 31, 2@@sar
follows (dollars in thousands):

Operating Capital

Leases Leases

2008 $ 94C $ 37
2009 69C 36
2010 557 29
2011 337 11
2012 17¢ —
Total future minimum paymen $ 2,708 11z
Less amount representing inter (13
Less current portio (31)
Long-term capital lease obligatiol $ 69

Letter of Credit

The Company has established a letter of credawoif of its landlord. The letter of credit is collenlized by a
$270,000 certificate of deposit. The certificateleposit matures in 2011 and the balance plus eddnterest is
included in other assets in the accompanying caleteld balance sheets. As of December 31, 200/éttiee of
credit remained outstanding; however, no amountsbiegn drawn against it. The letter of credit remamnually
through April 2011.

Litigation and Claims

The Company is subject to lawsuits, investigatiamg claims arising out of the ordinary courseusibess,
including those related to commercial transactignsiracts, government regulation, and employmaeatters. In th
opinion of management based on all known factswah matters are either without merit or are ehskind, or
involve such amounts that would not have a mateffakt on the financial position or results of ogi®ns of the
Company if disposed of unfavorably.

14. Quarterly Financial Information (Unaudited)

March 31, June 30, September 3C December 31 March 31, June 30, September 3C December 31

2006 2006 2006 2006 2007 2007 2007 2007

Summary consolidated statement of operations
Revenue: $ 8,26: $ 9,18¢ $ 10,757 ¢ 12,12($ 12597 $ 14,08 $ 15,07: $ 16,32
Gross profil 6,30( 7,23¢ 8,62( 9,87¢ 10,117 11,27¢ 12,37: 13,39(
Net income (loss (182) 2) 15C 47€ 2 (€)] 47E 52&
Net income (loss) per shai

Basic $ (0.01) $ (0.00 $ 0.01$ 0.0z $ 0.0C $ (0.00 $ 0.0% $ 0.02

Diluted $ (0.00) $ (0.00 $ 0.01 $ 0.0% $ 0.0C $ (0.00 $ 0.0% $ 0.0z

Weighted average shares outstanding usi
computing per share amoun
Basic
Diluted

14,965,27 15,083,98
14,965,27 15,083,98

15,498,52 15,911,78 16,016,47 17,364,69
16,320,51 16,806,020 16,598,47 17,364,69

17,563,14 17,625,00
18,629,40 19,184,72
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Schedule Il — Valuation and Qualifying Accounts
Balance Balance a
Beginning of Charged tc End of
Period Expense  Deductions Period
Allowance for doubtful account
Year ended December 31, 2C $ 19¢ $ 51 $ 57((1) $ 19z
Year ended December 31, 2C 19z 182 (95)(2) 28C
Year ended December 31, 2C 28C 75 (204)(2) 251
Deferred tax valuation allowanc
Year ended December 31, 2C $ 10,02 $ 1917 $ — $11,93°
Year ended December 31, 2C 11,937 (2,91¢) — 10,02:
Year ended December 31, 2C 10,02: (977) — 9,04

(1) Uncollectible accounts writte-off, net of recoveries
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Exhibit 10.13

VOCUS, INC.
COMPENSATION POLICY FOR NON-EMPLOYEE DIRECTORS

Effective as of January 1, 2008, the compensatiaiple to the non-employee members of the boaditredtors of Vocus, Inc. shall be as
follows:

Annual Retaine

. An annual retainer of $40,000. The retainer &owge as a director includes meeting fees, sexicene committee and informal
meetings with the CEO and management as nece:

. The chairperson of the audit committee and thd Wirector/chairperson of the compensation coremihall receive an additional
retainer of $10,00(

. The annual retainer payable to directors shafidid in restricted stock or cash. Each directdra@mmunicate his/her preference
before January 31. Cash payments will be paid wighieasonable number of days after the end abttieg quarter (i.e. 4/30, 7/31,
10/31 and 1/31) with 25% of the total retainer peagh quarterly. Restricted stock will be grantedlanuary 31 and 25% of the
shares vest on the last day of each rolling quaftére service yea

Stock Based Compensation

. Each director shall receive a grant of optionpurchase shares of the Company’s common stockthétiamount and vesting of such
awards determined by the Compensation CommittéiecoBoard of Directors or the Board of Directorgted Company

. Each director shall receive a restricted stockrawvith the amount and vesting of such awardsroéted by the Compensation
Committee of the Board of Directors or the Boardakctors of the Compan

. The chairperson of the audit committee and thd irector/chairperson of the compensation coremighall receive additional
grants of stock options with the amount and vestifiguch awards determined by the Compensation Gteamof the Board of
Directors or the Board of Directors of the Compe






Exhibit 10.17

EXECUTION COPY

EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this Agreement”), is effective this 14th day of April, 2004, (tHeéEffective Date”) between
Vocus Europe Limited, a private company registéneengland and Wales as company number 04462780avidg its registered office at
187A Field End Road, Eastcote, Middlesex, HAS 1@t ( Corporation "), and Andrew Muir (the ‘Executive”).

WITNESSETH:

WHEREAS, the Corporation is a wholly-owned sidiary of the Vocus, Inc., a corporation organigeder the laws of the State of
Maryland, United States of America (th&&arent”);

WHEREAS, the Corporation wishes to employExecutive on the terms and conditions in this Agreet; and
WHEREAS, the Executive desires to accept sunchloyment;

NOW THEREFORE, in consideration of the proraiaad mutual agreements herein contained, theepdréireto, intending to be legally
bound, hereby agree as follows:

ARTICLE 1
EMPLOYMENT

Section 1.01Agreement and TerniThe Corporation hereby employs the Executiveestitip the terms of this Agreement as Managing
Director — Vocus International, or in a similar sgmmanager level position responsible for the Rganternational business operations
conducted outside of North America, and the Ex&eutiereby accepts said employment and agreesdemrsach services to the Corporation,
on the terms and conditions set forth in this Agreet. If deemed appropriate by the Corporation Bkecutive may be assigned to another
subsidiary of the Parent (éSubsidiary ") or to the Parent itself, and he will serve aéfiter and/or director or in any such capacityttees
Corporation may direct of such Subsidiary or of Bagent under the same terms and conditions aetferth in this Agreement. This
Agreement shall expire in accordance with Articlee3eof.

Section 1.02Duties. During the term of this Agreement, the lkige shall: (a) devote his full working time and attentiordarse his best
efforts to further the interests of the Corporatfand any Subsidiary); and (b) perform such sesvfoe the Corporation as may be directed
from time to time by the President, Chief Execut®icer, or the Board of Directors of the Parent.




Section 1.0Directorships.

(a) The Executive shall accept appointmera dsector of the Corporation and of any such ottwenpany as the Board of Directors may
require in connection with his appointment undés fkgreement and he shall resign without claimdempensation from office as a director
of any such company at any time on request by thrpdation, which resignation shall not affect tdoatinuance in any way of this
Agreement. The Executive shall immediately accaarhe Corporation for any director’s fees or oteeroluments, remuneration or
payments either receivable or received by him Iop&iof his holding office as such director as e$aid (or waive any right to the same if so
required by the Corporation).

(b) Upon the termination of the Executive’spayment with the Corporation however arising andhatsoever reason the Executive
shall, upon the resolution of the Board of Direstfin such respect of which the Executive’s votalldie disregarded for all purposes relating
to his employment by the Corporation or his corgthmnembership on the Board of Directors), resighauit claim for compensation (but
without prejudice to any claim he may have for dgasafor breach of this Agreement) from:

(1) office as a director of the Corparator of any other company in which he holds aad@eship at the Corporation’s request; and
(2) from all offices held by him in any all of such companies; and

(3) all trusteeships held by him of ampgion scheme or other trusts established by tiheoCation or any other company with whom
the Executive has had dealings as a consequethis @fnployment by the Corporation.

(c) Should the Executive fail to resign froffiae as a director or from any other office ordteeship in accordance with Section 1.03(a) or
(b), either during his employment, when so requkbtethe Corporation, or on termination thereoé @orporation is hereby irrevocably
authorised to appoint a person in his name andsobédhalf to execute any documents and to do ialjshrequired to give effect to the
resignation.

(d) Save with the prior agreement in writirffghee Board of Directors of the Parent, the Exa@ushall not, during the continuance of this
Agreement, resign from any office as a directathef Corporation, of any other company in which bkl& a directorship at the Corporation’s
request or do anything that would cause him toibgualified from continuing to act as a director.
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Section 1.04Place of EmploymentWhile the Executive’s initial place of employmaenitl be London, England, he will work and/or trdve
to such places (inside and outside the United Kangjdas the Corporation may reasonably require tiora to time.

ARTICLE 2
COMPENSATIONAND BENEFITS

Section 2.01Base Salary For services rendered hereunder by the ExeculieeCorporation shall compensate and pay the Hixecior
his services during the term of this Agreementlbase salary of GBP 95,000 per year (tf8ase Salary’), payable monthly. The Executive
will not be entitled to any overtime payment fongees rendered in connection with this Agreement.

Section 2.02ncentive Compensation.

(a) In addition to the Base Salary in Secdi, the Executive shall receive the following ooissions and bonuses in connection with
Vocus International subscriptions and services bgldr under the direction of the Executive durihg Term:

(1) a commission of ten percent (10%thefaggregate Net Sales under each Subscriptioeefiggnt through each calendar year or
earlier if the termination of this AgreementNét Sales’ means the sum total of all sales under a Sub#mnigA\greement less any applicable
third party reseller royalties and sales charg&®éar uncollected amounts, as determined solelghbyCorporation;

(2) for the first GBP 280,000 in Net Safeom the Executive’s efforts during any calengeeir, a bonus of GBP 14,000 (which amount
shall not be pro-rated); and

(3) for each GBP 55,000 in Net Sales fthenExecutives effort during any calendar year which exceeds @8%000, a bonus of GE
5,500 (which amount shall not be pro-rated.

(b) In the event of termination of this Agresmh the Corporation shall pay to Executive all otssions and bonuses due under this
Section 2.02 based on sales closed during a calgedaand subsequently collected by the Corpargpimvidedthat such sales are collected
by the Corporation within 60 days after terminatidrihis Agreement.
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Section 2.03Contingent Stock Option Grarif.the Corporation has GBP 280,000 in Net Salemfthe Executives efforts during calend:
year 2004, the Executive shall receive, in additoeuch other commissions and bonuses describ®ddtion 2.02, an incentive stock opt
grant from the Parent providing for: (1) 25,000rslseof the Parent’s “Incentive Stock” (as such texmlefined in the Parent’s 1999 Stock
Incentive Plan (the Plan™)), (2) an “Exercise Price” equal to 100% of tHeafr Market Value” (as each such term is definethePlan) of
the Parent’s Incentive Stock on the date of thatgend (3) vesting in four equal annual installisdreginning on the first anniversary of the
option grant {.e., 25% to vest on each of the first, second, third fourth anniversaries of the grant). The opticengywill be made pursuant
to a stock option agreement in substantially theeséorm attached hereto as Exhibit subject, however, to such changes, if any, as the
Parent may make from time to time to its form afcktoption agreement or to the Plan.

Section 2.04Pension. The Corporation does not have an occupationaiperscheme and the Executive is therefore resplenfsir
making his own pension provision. However, the @aaion will contribute an amount equal to 7% of #xecutive’s base salary in each pay
period to an approved plan of the Executive’s choic

Section 2.05Tax Withholding All payments required to be made by the Corporaliereunder to the Executive shall be subjedido t
withholding of such amounts, if any, relating t& gad other payroll deductions as the Corporatiay neasonably determine should be
withheld pursuant to any applicable law or regolati

Section 2.06P0licies and BenefitsExcept as otherwise provided herein, the Exeelgigmployment shall be subject to the personnel
policies which apply generally to the Corporatioafaployees (or if Executive is employed by a Subsydor the Parent, such Subsidiary’s or
the Parent’s employees) as the same may be intedpredopted, revised or deleted from time to tiduging the term of this Agreement, by
the Corporation in its sole discretion.

Section 2.07Expenses The Corporation shall reimburse the Executivetberwise provide for or pay for all authorized erpes
reasonably incurred by the Executive in furtheramfc®r in connection with the business of the @oation, including, but not by way of
limitation, travelling expenses, communication enges, and all reasonable entertainment expendgecsto the travel and entertainment or
expense reimbursement policies established by t¢inpdEation from time to time.
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Section 2.08olidays.
(a) The Corporation’s holiday year commenaeganuary 1 and expires on December 31 (tHeliday Year ).

(b) In addition to statutory and bank holidaye Executive shall be entitled to paid holidagach Holiday Year of twenty-five
(25) calendar days and as shall be approved bBdhed of Directors in advance. In the absence ®Bbard of Director’'s agreement, holiday
must be taken in the Holiday Year in which it a@su

(c) Upon termination of this Agreement the &xtéve shall be entitled to payment in lieu of amtaken outstanding holiday entitlement in
the Holiday Year during which his employment teraies.

(d) Upon termination of the Executive’s emptmgnt under this Agreement, the Corporation shaéitéled to deduct from any sum owed
by the Corporation to the Executive a sum représgmiverpayment of salary with respect to holiddyick the Executive has taken in excess
of his accrued holiday entitlement as at the dathetermination of his employment and the Exaautiereby authorises the Corporation
pursuant to the Employment Rights Act 1996 to msakeh deduction.

(e) For the purposes of calculation of holigayitlement under paragraphs (c) and (d) abov@dywentitiement shall be taken to accrue at
the rate of two (2) days per completed month iméiddy Year and payments in lieu of or deductiorih wespect to holidays shall be
calculated as 1/3680f the Executive’s salary for each day’s holiday.

ARTICLE 3
TERMINATION

Section 3.01General Provisions The date on which this Agreement (and the empéntrof the Executive) shall terminate (the “
Termination Date ") will be the earlier of: (1) ninety days writtertice of termination by either party in the manset forth in Section 5.02
of this Agreement; or (2) the date of the Execusivkeath.

Section 3.02Consequences of Termination of the Executive’s &nmnt If the Executive’s employment hereunder is teatéd for any
reason including death then the Corporation’s el to pay any Base Salary and the Executive'sgiaation in any Benefit Plan shall
cease as of the date of termination (in accordwaiiteapplicable law and the provisions of such jplan
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Section 3.03Garden Leave The Executive agrees:

(a) that the Corporation may, in its absotliseretion, require the Executive not to rendepathny of his duties under this Agreement
and/or exclude him from any premises of the Corpamaor of any Controlled Group (without providiagy reason therefor); and

(b) that such action taken on the part ofGoeporation shall not constitute a breach of thigeement of any kind whatsoever in respect of
which the Executive has any claim against the Caian;

providedalways that throughout the period of any such adfi@ Executive shall have no entitlement to canitra benefits (other than
salary).

Section 3.04Payment in Lieu of Notice(a) As an alternative to serving notice pursuar8ection 3.01, the Corporation may, in its
absolute discretion, terminate this Agreement withgrior notice and make a payment in lieu of theib salary (but not the other benefits) to
which the Executive would have been entitled duthrgperiod of notice of termination provided un8ection 3.01.

(a) Once notice has been given, either byCiigoration or the Executive pursuant to Secti@i 3the Corporation may, in its absolute
discretion, at any time during such notice terneértais Agreement and make a payment in lieu obtsec salary (but not the other benefits)
to which the Executive would have been entitledrduthe unexpired period of notice.

Section 3.05Survival. All provisions of this Agreement, including thisticle 3 and Article 4, shall survive the termiiuat of the
Executive’s employment hereunder.

Section 3.08Cooperation with Corporation after Termination afigloyment Following termination of the Executive’'s employmiéor
any reason, the Executive shall fully cooperatdthie Corporation in all matters relating to thedihg up of his pending work on behalf of
the Corporation, including any litigation in whittie Corporation is involved, and the orderly trangff any such pending work to other
employees of the Corporation as may be designaté¢ldebCorporation. The Corporation agrees to rensédthe Executive for any authorized
out-of-pocket expenses he reasonably incurs iroparfig any work on behalf of the Corporation foliag the termination of his
employment, subject to the travel and entertainmeekpense reimbursement policies establishetidbrporation from time to time.
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ARTICLE 4
CONFIDENTIALITY , NON-SOLICITATION,
NoN-COMPETITION AND INVENTIONS

Section 4.01General ProvisionsThe consideration for the provisions of this Agid includes the employment of the Executive by the
Corporation and other good and valuable considerafihis Article 4 shall survive any terminationtbfs Agreement. This Article 4 is
entered into by the Corporation as agent for threfRand for the Controlled Group (as defined intida 4.02 below) and for the avoidance
of doubt shall be enforceable by the Corporatiaraftd on behalf of the Parent and/or the ContradBealup.

Section 4.02Certain Definitions The following terms shall have the meanings sghfbelow:

“ Affiliate " shall mean with respect to any Person, any d#egson that directly or indirectly, controls, iswtwlled by, or is under
common control with, such Person. For the purpo$dsis definition, “control ,” “ controlled by ,” and “under common controlwith”
means the direct or indirect possession of ordinating powers to elect a majority of the boardiwéctors or comparable body of any
Person.

“ Conflicting Services” means any product, service or process of anyopens organization other than the members of theti©bted
Group, which directly competes with a product, 8&snor process performed, offered or owned by aagnber of the Controlled Group
with which the Executive was concerned during Inpkwyment under this Agreement or in respect ofclithe Executive had within the
twelve (12) months prior to the Termination Dateess to any Protected Information.

“ Controlled Group " means the Parent and any other entity which #rem directly or indirectly controls.

“ Customer or Potential Customer” means each and every Person: (A) with whom or wittth at any time in the twelve (12) mon
prior to the Termination Date the Executive (or amjividual directly supervised by the Executivadhbusiness dealings; and (B) who or
which, at any time during the twelve (12) monthi®ipto the Termination Date: (a) contracted forsvisgled for, or received services from
any member of the Controlled Group; (b) was in aohwith the Executive concerning the Controlled@x's products or services or with
another representative of the Controlled Group loittv contact the Executive knew or should have lzaeare; (c) the Controlled Group
solicited or planned to solicit, to the extent ttrat Executive was involved, or was aware, or sthbalve been aware; or (d) had any
distribution, supply, partnering, alliance, or athgreement or arrangement with the Controlled @rou

“Person” means an individual, corporation, limited liabildpmpany, partnership, joint venture, trust or ooiporated organization,
a federal, state, city, municipal or foreign gowaemt, or any agency or political subdivision théreo
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Section 4.03Confidentiality and Return of the Corporation’s Pesty.

(a) The Executive acknowledges that, in and gesult of his employment by the Corporation,Executive shall or may be making use
acquiring and/or adding to Protected Informatiohe Executive agrees that he shall not, excepttélprior written consent of the
Corporation, at any time during or following thenteof the Executive’'s employment by the Corporatidinectly or indirectly, disclose,
divulge, reveal, report, publish, transfer or dee any purpose whatsoever, any of such Protectidrhation.

(b) For purposes of this Agreement, the tefndtected Information ” shall mean any and all confidential or proprigtaaformation or
trade secrets of the Controlled Group (whetherobrreduced to writing and whether or not patentablprotectible by copyright) which the
Executive receives, receives access to, or developas received, received access to, or develap@dole or in part, directly or indirectly,
in connection with the Executive’'s employment wathy member of the Controlled Group (in any capaeityether executive, managerial,
planning, technical, sales, research, developmegmufacturing, engineering or otherwise) or throtighuse of any member of the Contro
Group'’s facilities or resources, including any led following materials and information:

(1) Application, Internet, operating st data base, communication and other computevaa, whether now or hereafter existing,
developed for use on any operating system or ptatfall modifications, enhancements and versioksadnoptions available with respect
thereto, and all future products developed or @eritherefrom;

(2) Source and object codes, flowchaitgrithms, coding sheets, routines, sub-routioesipilers, assemblers, design concepts and
related documentation and manuals;

(3) Production processes, marketing teghes and arrangements, mailing lists, purchasifayrnation, pricing policies, quoting
procedures, financial information, customer andspett names and requirements, employee, custoupgljer and distributor data, and the
manner in which the Controlled Group does business;

(4) Discoveries, concepts and ideas dinlyithe nature and results of research and denaopactivities, processes, formulas,
inventions, computer-related equipment or techngltechniques, “know-how,” designs, drawings anelc#ications;

(5) Trade secrets, systems, programggpiires, manuals, confidential information, repartd communications, agreements with or
terms of any relationship or agreement with or psap to, and lists, contacts, and/or electronid agdresses of, Customers or Potential
Customers, distributors, and strategic partnerd;aay information or materials received by the @alted Group from third parties in
confidence (or subject to nondisclosure or simgtarenants);
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(6) Any other materials or informatiotated to the business or activities of the CongiblGroup which are not generally known to
others engaged in similar businesses or activitied;

(7) All ideas which are derived from etate to the Executive’s access to or knowledgengfof the above enumerated materials and
information.

(c) The undertakings and obligations of thedrive under this Section 4.03 shall not applsiitg Protected Information which:

(1) is published or is otherwise in thélic domain at the time of disclosure other thamaesult of any act or omission by the
Executive in breach of this Agreement;

(2) is approved for release by writtethauzation of the President, Chief Executive Géfior Chief Financial Officer of the Parent;

(3) is required to be disclosed to beldsed under applicable law or by a valid subpa@nather court or government order, only after
the Parent is notified in writing by the Executimeadvance of any purported required disclosurd,tha Parent is provided the opportunity to
seek a protective order or other appropriate renaedlyprovided that the Executive cooperates reédpmath the Parent in the Parent’s
efforts to obtain such order or remedy;

(4) constitutes a “qualifying disclosureithin the meaning of the UK Public Interest Dissiloe Act 1998 and is disclosed in accordi
with the provisions of that Act; or

(5) is demonstrated or shown by the Etieeuo prospective employers after the Executiegigployment hereunder terminates, but
only if (A) the Executive has delivered an executdase to the Corporation in form and substaatisfactory to the Corporation, releasing
the Corporation from any and all claims under fggseement, (B) the Executive demonstrates to thp@ation’s satisfaction, that the Per
to which the Protected Information is being demiaist or shown (the Prospective Employer”) is not providing (and does not intend to
provide directly or through an Affiliate), any Cdinfing Services and (C) the Prospective Employ@rceates and delivers to the Corporation a
confidentiality agreement, in form and substandisfsetory to the Corporation.
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(d) Failure to mark any of the Protected Infation as confidential, proprietary or Protectefimation shall not affect its status as part of
the Protected Information under the terms of thisement.

(e) At any time requested by the Corporatiod/ar at termination of the Executive’'s employmimtany reason, the Executive or his
successors or agents will promptly deliver to tleegOration all property and materials in any foretdmging to or relating to any member of
the Controlled Group, or the business of the CdletidGroup or any Customers or Potential Custonieciiding the property listed on
Schedule A to this Agreement, which may be amerfided time to time by the Corporation (the€Cbrporation Property ). Following such
request by the Corporation or termination of empient, the Executive agrees not to download or kepges of Corporation Property in any
hard or soft format. The Executive further agréwd the Executive has no ownership or intereshin@orporation Property.

(f) Third Party Information The Executive recognizes that the Corporationréesived and in the future will receive from thpdrties
their confidential or proprietary information subjeéo a duty on the Corporation’s part to mainthi@ confidentiality of such information and
to use it only for certain limited purposes. ThesEixtive agrees to hold all such confidential oppietary information in the strictest
confidence and not to disclose it to any Persaio aise it except as necessary in carrying out bikior the Corporation consistent with the
Corporation’s agreement with such third party.

Section 4.04Non-Solicitation.

(a) The Executive agrees that, during the Etvee's employment hereunder and for a period @fite (12) months following the
Termination Date, the Executive will not directigdirectly, or in concert with any other Person etifer as a proprietor, partner, co-venturer,
financier, investor, director, officer, employemgloyee, servant, agent, representative, consutastherwise:

(1) request, induce, or attempt to indaigg Customer or Potential Customer to terminateeifationship with any member of the
Controlled Group;

(2) perform any Conflicting Services toCustomer or Potential Customer; or

(3) offer employment to or solicit (ditlcor indirectly, individually or in connection wi any new employer or other business partner)
any individual with whom the Executive had busindsalings during the twelve (12) months prior te Trermination Date and

(A) who is a senior employee of the Control&aup, or
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(B) who was a senior employee of the ContdolBroup and had left the employ of the Controlledup within the preceding one
(1) year,

regardless of who initiates the contact or howpéeson comes to the Executive’s attention.

Section 4.09on-DisparagementThe Executive agrees that, during the Execuiemployment hereunder and following the Termim
Date, shall not disparage the Controlled Grounyr of their business, employees, directors, afficer shareholders.

Section 4.08Non-Competition.

(a) The Executive agrees that, during the Etvee's employment hereunder and for a period n&€r(®) months following the Termination
Date, the Executive will not directly, indirectlgr in concert with any other Person: (1) acquirbavre any interest in, whether as a proprit
partner, cosenturer, financier, or investor, any person, fipartnership, corporation, association, limiteility company, or other entity th
directly or through an Affiliate, either (A) offersolicits, provides, or engages in Conflicting\é&s or (B) intends to offer, solicit, provide
engage in Conflicting Services; or (2) be emploggar serve as director, officer, servant, agesfiresentative, or consultant to any person,
firm, partnership, corporation, association, liditebility company, or other entity that directly through an Affiliate, either (A) offers,
solicits, provides, or engages in Conflicting Seeg or (B) intends to offer, solicit, provide ogage in Conflicting Servicegrovided,
however, that nothing contained herein shall be deemguid¢eent the Executive from acquiring through mapaithases and owning, solely
as an investment, less than three percent (3%giaggregate of any publicly traded equity seagiti

(b) the Executive and the Corporation agre¢ ttie market for the Controlled Group’s productd aervices is multinational, so that this
Section 4.06 applies to the Executive’s activitigthin the United States, Europe and such othenta@s or territories in which the Parent
and/or the Controlled Group may carry on its bussnfieom time to time.
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Section 4.070wnership of Information.

(a) The Executive will make full and prompsdbsure to the Corporation and Parent of all itiees, improvements, discoveries,
methods, developments, software and works of asitfifprwhether patentable or not, which are createdie or reduced to practice by the
Executive or under the Executive’s direction onfbyi with others during the Executive’s employmbgtthe Corporation, whether or not
during normal working hours or on the premiseshefCorporation, and which are directly relatech pproducts and services provided by the
Controlled Group, all of which are collectively egfed to in this Agreement aevelopments’; provided, howeverthe term
“Developments’shall not include any inventions, improvementscoi&ries, methods, developments, software and wadraathorship whicl
are generally known to others engaged in similaifmsses or activities and which are publishedtravise in the public domain other than
through any act or omission of the Executive irelsieof this Agreement.

(b) The Executive agrees to assign and doebiessign to the Corporation (or any person ttyetesignated by the Corporation) all of
the Executive’s right, title and interest in andatbDevelopments and all related patents, patepli@ations, copyrights and copyright
applications, and to the extent that any Develogmare not assignable, the Executive hereby gthat€orporation a perpetual royalty-free,
worldwide, non-exclusive right and license to maksg, sell, distribute, license, create derivatveeks of such Development. The Executive
understands that, to the extent this Agreement bbalonstrued in accordance with the laws of amiggliction which precludes a requirement
in an employee agreement to assign certain clagsagentions made by an employee, this Sectioid 4t@ll be interpreted not to apply to
any invention which a court of competent jurisdiotrules and/or the Corporation agrees falls wighioh classes. The Executive also hereby
waives all claims to moral rights in any Developitsen

(c) The Executive agrees to cooperate fullhwhe Corporation, both during and after the Exigets employment with the Corporation,
with respect to the procurement, maintenance afat@ment of copyrights, patents and other intéligicproperty rights (both in England ¢
in foreign countries, including the United Statedating to Developments. In furtherance of theefming obligations: (1) the Executive shall
sign all papers, including copyright applicatiopatent applications, declarations, oaths, formsigasnents, assignments of priority rights .
powers of attorney, which the Corporation may deecessary or desirable in order to protect itstsigind interests in any Development; and
(2) if the Corporation is unable, after reasonaffert, to secure the signature of the Executiveuoy such papers, any executive officer of
Parent shall be entitled to execute any such pasettse agent and the attorney-in-fact of the Bwezuand the Executive hereby irrevocably
designates and appoints each executive officdreoParent as the Executive’s agent and attornégeirto execute any such papers on the
Executive’s behalf, and to take any and all actasmshe Parent may deem necessary or desirabldénto protect its rights and interests in
any Development, under the conditions describetigsentence.

-12 -




(d) Except to the extent previously disclosednd acknowledged by the Corporation in writithggre exist no inventions, improvements,
discoveries, methods, developments, software oksvof authorship, whether patentable or not, medeceived, discovered or reduced to
practice by the Executive alone or with othersptiothe Executive’s employment by Corporation andts predecessors Prior
Developments’). The Executive covenants and agrees that theie (1) shall not include or use any intelletfp@perty of the Executive
or third parties (including Prior Developments)iavelopments without first notifying and receiviGgrporation’s written consent to do so,
and (2) the Executive hereby grants Corporatioarpqtual, royalty-free, worldwide, naxclusive right and license to use, license, dista,
create derivative works of and incorporate into &epments all Prior Developments that the Executiag from time to time include or
incorporate into Developments.

Section 4.08Publication of Covenants.

(a) The Executive agrees that if the Execugvaffered employment or the opportunity to eréo any business venture as owner, par
consultant or other capacity in a business whigecitvenants in Article 4 of this Agreement areffed, the Executive will inform the
Executive’s potential employer, partner, co-ownad/ar others involved in managing the business wttie Executive had an opportunity to
join of the existence of this Agreement and withyide such person or persons with a copy of thissAment

(b) The Executive authorizes the Corporatmprovide copies of this Agreement to any of thespes or entities described in Section 4.08
(a) above and to make such persons aware of theuExe's obligations under this Agreement.

Section 4.09njunctive Relief from Violation of CovenanfShe Executive recognizes that irreparable damaljeesult to the Parent and
the Corporation in the event of the violation of @ovenant contained in this Article 4 and agrées in the event of such violation, the Pa
and the Corporation shall be entitled, in additioits other legal or equitable remedies and dasyagegemporary and permanent injunctive
relief to restrain against such violation(s) thétepthe Executive and by all other persons actimgr with the Executive, including the cost
of reasonable attorney’s fees.

-13 -




Section 4.10Reasonableness of Restrictions.

(a) Executive and the Corporation agree tney have attempted to restrict the Executive’'s/ées to a reasonable degree appropriate to
protect the interests of the Parent and the Cofipordf any provision of this Agreement or of aeke hereof is determined to be illegal or
unenforceable by any court of law or any compegewernmental or other authority, the remaining giowns within that clause and the
remainder of this Agreement shall be severableemfiorceable in accordance with their terms, so Esthis Agreement, without such terms
or provisions, does not fail of its essential pwgoThe parties shall negotiate in good faith pdawe any such illegal or unenforceable
provisions with suitable substitute provisions vwhieill maintain as far as possible the purposesthadffect of this Agreement.

(b) The Executive further acknowledges thdbmement of the restrictions in this Agreementéstraining order, injunction or otherwise
will not prevent the Executive from earning a lihelod or cause the Executive irreparable harm.

Section 4.11Calculation of Time PeriodsThe periods specified in this Article 4 shall lede reduced by the duration of any period
immediately prior to the date of termination durimich the Corporation, in exercising its rightsdanthe provisions of Section 3.03,
suspends the Executive from performance of hisduti

ARTICLE 5
GENERAL PrOVISIONS

Section 5.01AssignmentThe Corporation may assign this Agreement and &iitg dghts and obligations hereunder to any menab¢he
Controlled Group or to any successor to the Cotjmra (or such member of the Controlled Gra)dusiness. The Executive may not as
or transfer this Agreement or any rights or obligag hereunder.

Section 5.02\Notices. For the purposes of this Agreement, notices #irmtleer communications provided for in this Agresmshall be in
writing and shall be deemed to have been duly giygon delivery or refusal by the party to accepiveey to the respective addresses set
forth below:

if to the Corporation, to:

Vocus Europe Limited

c/o Vocus, Inc.

4296 Forbes Boulevard
Lanham, Maryland 20706
United States of America
Attention: Chief Financial Officer
Facsimile No.: (301) 459-6092

if to the Executive, to:

Mr. Andrew Muir

8 Southwood Lane

London, N6 5EE

United Kingdom

Facsimile No.: (00 44) 208-340-3997
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or to such other address or facsimile number ds paty may hereafter specify for the purpose kycado the other parties hereto. All such
notices, requests and other communications shalebened received on the date of receipt by theiestithereof if received prior to 5:00

p.m. on a business day in the place of receipte@fise, any such notice, request or communicatiall be deemed to have been received on
the next succeeding business day in the placecefpe

Section 5.03Amendment and WaiveNo amendment or modification of this Agreemeralkshe valid or binding upon (a) the Corporation
unless approved by the Board of Directors and nrageiting and signed by an officer of the Corpavatother than the Executive, and
(b) upon the Executive unless made in writing agded by him.

Section 5.04Non-Waiver of BreachNo failure by either party to declare a defaulé do any breach of any obligation under this
Agreement by the other, nor failure by either pamtact quickly with regard thereto, shall be cdaeséd to be a waiver of any such obligation,
or of any future breach.

Section 5.05Governing Law This Agreement shall be governed by, and condtimaccordance with, English law.

Section 5.06Jurisdiction. In relation to any legal action or proceedingsiag out of or in connection with Article 4 of hAgreement
and/or any statutory implied rights of the Execetand/or the Corporation Proceedings’), each of the parties irrevocably submits to the
exclusive jurisdiction of the English courts loaghta London, England and waives any objection tmcBedings in such courts on the grounds
of venue or on the grounds that Proceedings hase beught in an inappropriate forum.

Section 5.07Entire AgreementThis Agreement contains all of the terms agrgaehiby the Corporation and the Executive with respe
the subject matter hereof and supersedes all pgi@ements, arrangements and communications bethveg@arties dealing with such subject
matter, whether oral or written.
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Section 5.08inding Effect This Agreement shall be binding upon and shalterto the benefit of the transferees, successmraissigns
of the Corporation, including any company with whtbe Corporation may merge or consolidate.

Section 5.0%eadings; Cross-Reference$he headings and captions contained in this Agese are for convenience only and shall not
affect the meaning or interpretation of this Agream All references to GBP ” or shall be to Great Britain Pound Sterling , alhdederence:
to “ days” shall be to calendar days unless otherwise sigelcifVhenever the wordsificlude ,” “ includes,” or “ including ” are used in this
Agreement, they shall be deemed to be followedchbyiords “‘without limitation .”

Section 5.10Counterparts This agreement may be executed in counterpats, @f which shall be deemed an original, but lleich
when taken together, shall be and constitute oddtemsame instrument.

ARTICLE 6
STATUTORY PROVISIONS UNDER ENGLISH LAW

Section 6.01Commencement of Employmeiithe Executive’'s continuous employment began erEtfiective Date.

Section 6.02Collective AgreementsThere are no collective agreements with tradenswhich directly affect the terms and conditioh
the Executive’'s employment.

Section 6.0Discipline and GrievancesDetails of the grievance and disciplinary arrangats (if any) which apply to the Executive
(which for the avoidance of doubt shall not fornmtp the Executive’s contract of employment) avaikable from the Board of Directors.

[Remainder of page intentionally left blank; next page is signature page]
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IN WITNESS WHEREOF , the parties hereto have caused this Agreemdsg thuly executed on the date and year first writieove.
VOCUS EUROPE LIMITED
By:

Name: Stephen A. Vintz
Title: Director

The Executive:

Andrew Muir

Undertaking:
The undersigned undertakes to ensure that the Gxdipio pays the Executive’s salary and provides#hefits which the Corporation is
obliged to provide to the Executive under this Agmnent during the term of the Executive’s employment

VOCUS, INC.

By:
Name: Stephen A. Vintz
Title:  Chief Financial Officer
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Schedule £

COMPANY PROPERTY

For purposes of this Agreement, CorporatiaspBrty shall include but not be limited to:

1.
2.
3.

All lists of and information pertaining to any Caster or Potential Custom

All Protected Informatioi

All notes, files, correspondence (includaugies of e-mail or voice mail messages) and menaar@repared or received in the
course of employmet

All manuals reports, records, notebooksyglahotographs, specifications, technical datadaadings prepared or received in the
course of employmet

All computers, printers, computer hardward software, computer programs, program listinggkedtes, CD’s, DVD’s, audio and
videotapes; downloads and source/object cc

All information obtained from the Par¢s CRM system or Contract Management Sys




Exhibit A

Form of Stock Option Grant






Exhibit 10.18

VOCUS, INC.
2005 STOCK AWARD PLAN
RESTRICTED STOCK AGREEMENT

Unless otherwise defined herein, the sedefined in the 2005 Stock Award Plan shall haxgesame defined meanings in this Restri
Stock Agreement (the “Agreement”).

I. NOTICE OF RESTRICTED STOCK GRANT

Name: (“Recipien”)

Address:

The undersigned Recipient has been gilasitares of common stock of the Company (“Commogl3}, subject to the terms and
conditions of the Plan and this Restricted Stocke&gent, as follows:

Date of Grant:

Vesting Commencement Date

Total Number of Shares Granted:

Type of Grant: Restricted Stock Awar

Vesting Schedule This Grant shall be vested according to the folfaywesting scheduls

___% of the shares subject to the Grant shall vestdach of the first, second, third and fourth anrsegies] of the Vesting
Commencement Date, subject to Recipient’s Contm@auvice on such dates

IIl. AGREEMENT

1. Award of Restricted Stock he Plan Administrator of the Company hereby tgém the Recipient named in the Notice of Resdct
Stock Grant, the number of Shares set forth ifNibce of Restricted Stock Grant (collectively tiRestricted Stock”), and subject to the
terms and conditions of the Plan, which is incoaped herein by reference. Subject to Section kif(#je Plan, in the event of a conflict
between the terms and conditions of the Plan asdireement, the terms and conditions of the Blall prevail. As a condition to entering
into this Agreement, and as a condition to thedase of any shares of Restricted Stock (or anyr ateurities of the Company), the Recip
agrees to be bound by all of the terms and comditieerein and in the Plan.

2. Vesting of Restricted Stock

(a) Except as otherwise provided in $&sti2 and 4 of this Agreement, the shares of RéstriStock shall become vested in accord
with the Vesting Schedule set out in the Notic®eétricted Stock Grant and with the applicable ions of the Plan and this Agreement,
provided that the Continuous Service of the Reaipi®ntinues through and on the applicable Vediatg.

There shall be no proportionate or phvisting of shares of Restricted Stock in or dgitime months, days or periods prior to each
vesting date, and all vesting of shares of Restli&tock shall occur only on the applicable vestiage. Upon the termination or cessation of
Recipient’s Continuous Service, for any reason sateter, any portion of the Restricted Stock whiak hot vested, and which does not then
become vested pursuant to this Section 2 shalhzatioally and without notice terminate, be forfdind be and become null and void.
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(b) Notwithstanding any other term orpston of this Agreement, in the event of any mergensolidation or other reorganization in
which the Company does not survive, or in the ee¢ainy Change in Control, as defined in Sectidy) &f the Plan, the Restricted Stock n
be dealt with in accordance with any of the follog/iapproaches, as determined by the agreementueffig the transaction or, if and to the
extent not so determined, as determined by the &flaministrator: (a) the continuation of the grahtite Restricted Stock by the Company, if
the Company is a surviving corporation, subjed¢h&terms and conditions set forth herein, (b)absumption or substitution for, as those
terms are defined in Section 9(b)(iv) of the Pltae, Restricted Stock by the surviving corporatioiit®parent or subsidiary, (c) full vesting of
the Restricted Stock, or (d) as otherwise deterchinethe Plan Administrator.

(c) Notwithstanding any other provisiortliis Agreement, if, within the 12 month periodildwing the effective date of a Change in
Control, the Company terminates Recipient’'s emplenynhwithout Cause (other than as a result of Rewtfs death or disability) or Recipient
resigns for Good Reason, as such terms are ddfirttd employment agreement between the Companyranipient or the Plan if no such
employment agreement exists, then the Non-VestadeSiwill become fully vested upon such terminatbemployment.

If Recipient resigns for any reason in the sevemdimth following the month in which a Change in Gohbccurs, then the Novested Share
will become fully vested upon such termination ofggoyment (the accelerated vesting described mSleiction 2(c) only applies if such
resignation occurs in the seventh month and na otloath).

If the Company terminates Recipient's employmerhaut Cause (other than as a result of your deatlisability) or Recipient resigns for
Good Reason, any Non-Vested Shares shall continuest in accordance with the vesting scheduléostt herein for the period set forth in
Recipient’'s employment agreement after the daterafination of your employment, as though you wereontinue to be employed by the
Company during that period

(c) For purposes of this Agreement, tikiving terms shall have the meanings indicated:

(i) “Non-Vested Shares” means angtipo of the Restricted Stock subject to this Agneat that has not become vested pursuant to
this Section 2.

(i) “Vested Shares” means any portdf the Restricted Stock subject to this Agreettigat is and has become vested pursuant to
this Section 2.

3. Delivery of Restricted Stock

(a) One or more stock certificates eviileg the Restricted Stock shall be issued in theenaf the Recipient but shall be held and
retained by the Company until the date (the “Apgldie Date”)on which the shares (or a portion thereof) sulifethis Restricted Stock awe
become Vested Shares. All such stock certificata#l bear the following legends, along with suchestlegends that the Board or the Plan
Administrator shall deem necessary and appropoiatehich are otherwise required or indicated punsta any applicable stockholders
agreement:

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SURJT TO SUBSTANTIAL VESTING AND OTHER RESTRICTIONS
AS SET FORTH IN THE RESTRICTED STOCK AGREEMENT BEBEN THE ISSUER AND THE ORIGINAL HOLDER OF THE
SHARES, A COPY OF WHICH MAY BE OBTAINED AT THE PRIBIPAL OFFICE OF THE ISSUER. SUCH RESTRICTIONS ARE
BINDING ON TRANSFEREES OF THESE SHARES AND INCLUDEESTING CONDITIONS WHICH MAY RESULT IN THE
COMPLETE FORFEITURE OF THE SHARES.




(b) The Recipient shall deposit with @@mpany stock powers or other instruments of temsf assignment, duly endorsed in blank
with signature(s) guaranteed, corresponding to eedificate representing shares of RestrictedStmtil such shares become Vested Shares
If the Recipient shall fail to provide the Compamigh any such stock power or other instrument ahsfer or assignment, the Recipient
hereby irrevocably appoints the Secretary of themm@any as his or her attorney-in-fact, with full pavef appointment and substitution, to
execute and deliver any such power or other ingnirwhich may be necessary to effectuate the ganéfthe Restricted Stock (or
assignment of distributions thereon) on the boaksracords of the Company.

(c) On or after each Applicable Date, mpaitten request to the Company by the Recipitret,Company shall promptly cause a new
certificate or certificates to be issued for anthwespect to all shares that become Vested Sbartst Applicable Date. Such certificate(s)
shall be delivered to the Recipient within fifte@®) business days of the date of receipt by th@@@my of the Recipient’s written request.
The new certificate or certificates shall continodear those legends and endorsements that theabgnshall deem necessary or appropriate
(including any relating to restrictions on transtaitity and/or obligations and restrictions undey applicable securities laws).

4. Termination of Continuous Servick the Recipient’s Continuous Service with then@any is terminated, any Non-Vested Shares
shall be forfeited immediately upon such terminaid Continuous Service and revert back to the Gomgpvithout any payment to the
Recipient. The Plan Administrator shall have the@oand authority to enforce on behalf of the Conypany rights of the Company under
this Agreement in the event of the Recipient’'sddtre of Non-Vested Shares pursuant to this Seetio

5. Rights with Respect to Restricted Stock

(a) Except as otherwise provided in figeement, the Recipient shall have, with respeetltof the shares of Restricted Stock,
whether Vested Shares or Non-Vested Shares, dikeafights of a holder of shares of Common Stawsiuiding without limitation (i) the right
to vote such Restricted Stock, (ii) the right togige dividends, if any, as may be declared orRistricted Stock from time to time, and
(iii) the rights available to all holders of shasCommon Stock upon any merger, consolidatioorganization, liquidation or dissolution,
stock split-up, stock dividend or recapitalizatiomdertaken by the Company; provided, however,dhaif such rights shall be subject to the
terms, provisions, conditions and restrictionsfegh in this Agreement (including without limitath conditions under which all such rights
shall be forfeited). Any Shares issued to the Renipas a dividend with respect to shares of ResttiStock shall have the same status and
bear the same legend as the shares of Restriaciek &td shall be held by the Company, if the shafé®estricted Stock that such dividend is
attributed to is being so held, unless otherwigerd@ned by the Plan Administrator. In additiontwithstanding any provision to the contr:
herein, any cash dividends declared with respesh#mes of Restricted Stock subject to this Agre#rsieall be automatically reinvested in
additional shares of Restricted Stock or appliethéopurchase of additional Awards under the Rlathe event that the shares of Restricted
Stock are subsequently forfeited, any dividendsash (including reinvested cash dividends), Shdistsbuted in connection with a stock
split or stock dividend, and other property digitéd as a dividend shall be forfeited as well.

(b) If at any time while this Agreemesitin effect (or shares granted hereunder shall lbensain unvested while Recipient’s
Continuous Service continues and has not yet textedihor ceased for any reason), there shall bénangase or decrease in the number of
issued and outstanding Shares of the Company thritiggdeclaration of a stock dividend or through matapitalization resulting in a stock
split, combination or exchange of such shares, #mehin that event, the Board or the Plan Admiatsirshall make any adjustments it deems
fair and appropriate, in view of such change, mtiamber of shares of Restricted Stock then sutyettiis Agreement. If any such adjustm
shall result in a fractional share, such fractibalkbe disregarded.
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6. Transferability The shares of Restricted Stock are not trandieratiil and unless they become Vested Sharesterhes of this
Agreement shall be binding upon the executors, agtnators, heirs, successors and assigns of thipiBet. Any attempt to effect a Transfer
of any shares of Restricted Stock prior to the datevhich the shares become Vested Shares shatlith@b initio. For purposes of this
Agreement, “Transfer” shall mean any sale, trangfecumbrance, margin transaction, gift, donatmsignment, pledge, hypothecation, or
other disposition, whether similar or dissimilaithose previously enumerated, whether voluntaipasluntary, and including, but not
limited to, any disposition by operation of law, &gurt order, by judicial process, or by forecl@suevy or attachment.

7. Tax Matters; Section 83(b) Election

(a) If the Recipient properly elects, hiiit thirty (30) days of the Date of Grant, to imduin gross income for federal income tax
purposes an amount equal to the fair market vals®{ the Date of Grant) of the Restricted Stoadlspant to Section 83(b) of the Internal
Revenue Code of 1986, as amended (the “Code”Réuipient shall make arrangements satisfactorggdCompany to pay to the Company
any federal, state or local income taxes requiodokbtwithheld with respect to the Restricted Stdfcthe Recipient shall fail to make such tax
payments as are required, the Company shall, textent permitted by law, have the right to dedtanin any payment of any kind otherwise
due to the Recipient any federal, state or locasaf any kind required by law to be withheld wigispect to the Restricted Stock.

(b) If the Recipient does not properlykmahe election described in Subsection 7(a) aktveeRecipient shall, no later than the date or
dates as of which the restrictions referred tdis Agreement hereof shall lapse, pay to the Compammake arrangements satisfactory tc
Plan Administrator for payment of, any federaltestar local taxes of any kind required by law toMdghheld with respect to the Restricted
Stock (including without limitation the vesting tieef), and the Company shall, to the extent peeailty law, have the right to deduct from
any payment of any kind otherwise due to Recipémntfederal, state, or local taxes of any kind imegliby law to be withheld with respect to
the Restricted Stock.

(c) Tax consequences on the Recipientu@ing without limitation federal, state, localdaforeign income tax consequences) with
respect to the Restricted Stock (including withiguttation the grant, vesting and/or forfeiture tbef) are the sole responsibility of the
Recipient. The Recipient shall consult with hisher own personal accountant(s) and/or tax advispg{mrding these matters, the making
Section 83(b) election, and the Recipient’s filimgthholding and payment (or tax liability) obligans.

8. Amendment or ModificationThis Agreement may only be modified or amendea writing signed by the parties hereto. No prosiise
assurances, commitments, agreements, undertakimgpresentations, whether oral, written, electramiotherwise, and whether express or
implied, with respect to the subject matter herbafie been made by either party which are notostt éxpressly in this Agreement.

9. Complete Agreementhis Agreement (together with those agreemerdsdacuments expressly referred to herein, for tirpgses
referred to herein) embody the complete and eatireement and understanding between the partibgegipect to the subject matter hereof,
and supersede any and all prior promises, asswwanm@mmitments, agreements, undertakings or reqesans, whether oral, written,
electronic or otherwise, and whether express oti@gdpwhich may relate to the subject matter hene@iny way.
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10. Miscellaneous

(a) Entire Agreement; Governing Lawhe Plan is incorporated herein by reference.Hlaa and the Restricted Stock Agreement
constitute the entire agreement of the parties weisipect to the subject matter hereof and supeisdteir entirety all prior undertakings and
agreements of the Company and Recipient with régpebe subject matter hereof, and may not be fisatdadversely to the Recipient’s
interest except by means of a writing signed byGbepany and Recipient. This agreement is govelgeate internal substantive laws but
not the choice of law rules of the State of Delavar

(b) No Guarantee of Continued ServiBECIPIENT ACKNOWLEDGESAND AGREESTHAT THE VESTING OF SHARESPURSUANT TO THE VESTING
SCHEDULE HEREOFIS EARNED ONLY BY CONTINUING AS AN EMPLOYEE, CONSULTANT OR DIRECTOR (NOT THROUGH THE ACT OF BEING HIRED, BEING
GRANTED THIS RESTRICTED STOCK OR ACQUIRING SHARESHEREUNDER). RECIPIENT FURTHER ACKNOWLEDGESAND AGREESTHAT THIS AGREEMENT,
THE TRANSACTIONS CONTEMPLATED HEREUNDERAND THE VESTING SCHEDULE SET FORTH HEREIN DO NOT CONSTITUTE AN EXPRESSOR IMPLIED
PROMISEOF CONTINUED ENGAGEMENT AS AN EMPLOYEE, CONSULTANT OR DIRECTORFOR THE VESTING PERIOD, FOR ANY PERIOD, OR AT ALL, AND
SHALL NOT INTERFEREIN ANY WAY WITH RECIPIENT S RIGHT OR THE COMPANY' S RIGHT TO TERMINATE RECIPIENT S RELATIONSHIP AS AN EMPLOYEE,
CONSULTANT OR DIRECTOR, AS APPLICABLE, AT ANY TIME, WITH OR WITHOUT CAUSE.

(c)_No Trust or Fund CreatelNeither this Agreement nor the grant of Restd@®tock hereunder shall create or be construecttie
trust or separate fund of any kind or a fiduciahationship between the Company and the Recipieahy other person. To the extent that the
Recipient or any other person acquires a righéteive payments from the Company pursuant to thieément, such right shall be no gre
than the right of any unsecured general creditth@fCompany.

(d)_InterpretationRecipient acknowledges receipt of a copy of tlae Rnd represents that he or she is familiar thighterms and
provisions thereof, and hereby accepts this RéstliStock subject to all of the terms and provisitirereof. Recipient has reviewed the Plan
and this Restricted Stock in their entirety, hag &a opportunity to obtain the advice of counsamio executing this Restricted Stock and
fully understands all provisions of the Restric&dck. Recipient hereby agrees to accept as bindorglusive and final all decisions or
interpretations of the Plan Administrator upon gogstions arising under the Plan or this Restritiedk. Recipient further agrees to notify
the Company under any change in the residence sslthdicated below.

(e) Notices Any notice under this Agreement shall be in wagtand shall be deemed to have been duly given dékrered personal
or when deposited in the United States mail, regist, postage prepaid, and addressed, in the t#s= Gompany, to the Company’s
President at its principal office and, in the cakthe Recipient, to the Recipient’s last permarseitress as shown on the Company’s records,
subject to the right of either party to designatme other address at any time hereafter in a nsétisfying the requirements of this Section.
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RECIPIENT Vocus, INC.

Signature Signature

Printed Name Stephen A. Vintz, CF(

Residence Addre:






Exhibit 10.19

VOCUS, INC.
2005 STOCK AWARD PLAN
RESTRICTED STOCK AGREEMENT

Unless otherwise defined herein, the sedefined in the 2005 Stock Award Plan shall haxgesame defined meanings in this Restri
Stock Agreement (the “Agreement”).

I. NOTICE OF RESTRICTED STOCK GRANT

Name: (“Recipien”)

Address:

The undersigned Recipient has been gilasitares of common stock of the Company (“Commogl3}, subject to the terms and
conditions of the Plan and this Restricted Stocke&gent, as follows:

Date of Grant:

Vesting Commencement Date

Total Number of Shares Granted:

Type of Grant: Restricted Stock Awar

Vesting Schedule This Grant shall be vested according to the folfaywesting scheduls

___% of the shares subject to the Grant shall vestdach of the first, second, third and fourth anrsegies] of the Vesting
Commencement Date, subject to Recipient’s Contm@auvice on such dates

IIl. AGREEMENT

1. Award of Restricted Stock he Plan Administrator of the Company hereby tgém the Recipient named in the Notice of Resdct
Stock Grant, the number of Shares set forth ifNibce of Restricted Stock Grant (collectively tiRestricted Stock”), and subject to the
terms and conditions of the Plan, which is incoaped herein by reference. Subject to Section kif(#je Plan, in the event of a conflict
between the terms and conditions of the Plan asdireement, the terms and conditions of the Blall prevail. As a condition to entering
into this Agreement, and as a condition to thedase of any shares of Restricted Stock (or anyr ateurities of the Company), the Recip
agrees to be bound by all of the terms and comditieerein and in the Plan.

2. Vesting of Restricted Stock

(a) Except as otherwise provided in $&sti2 and 4 of this Agreement, the shares of RéstriStock shall become vested in accord
with the Vesting Schedule set out in the Notic®eétricted Stock Grant and with the applicable ions of the Plan and this Agreement,
provided that the Continuous Service of the Reaipi®ntinues through and on the applicable Vediatg.

There shall be no proportionate or phvisting of shares of Restricted Stock in or dgitime months, days or periods prior to each
vesting date, and all vesting of shares of Restli&tock shall occur only on the applicable vestiage. Upon the termination or cessation of
Recipient’s Continuous Service, for any reason sateter, any portion of the Restricted Stock whiak hot vested, and which does not then
become vested pursuant to this Section 2 shalhzatioally and without notice terminate, be forfdind be and become null and void.
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(b) Notwithstanding any other term orpston of this Agreement, in the event of any mergensolidation or other reorganization in
which the Company does not survive, or in the ee¢ainy Change in Control, as defined in Sectidy) &f the Plan, the Restricted Stock n
be dealt with in accordance with any of the follog/iapproaches, as determined by the agreementueffig the transaction or, if and to the
extent not so determined, as determined by the &flaministrator: (a) the continuation of the grahtite Restricted Stock by the Company, if
the Company is a surviving corporation, subjed¢h&terms and conditions set forth herein, (b)absumption or substitution for, as those
terms are defined in Section 9(b)(iv) of the Pltae, Restricted Stock by the surviving corporatioiit®parent or subsidiary, (c) full vesting of
the Restricted Stock, or (d) as otherwise deterthinethe Plan Administrator. Notwithstanding thesfpoing, any Non-Vested Shares shall
vest immediately following a Change in Control.

(c) For purposes of this Agreement, tikiving terms shall have the meanings indicated:

(i) “Non-Vested Shares” means angtipo of the Restricted Stock subject to this Agneat that has not become vested pursuant to
this Section 2.

(i) “Vested Shares” means any portdf the Restricted Stock subject to this Agreetntigat is and has become vested pursuant to
this Section 2.

3. Delivery of Restricted Stock

(a) One or more stock certificates evaieg the Restricted Stock shall be issued in theenaf the Recipient but shall be held and
retained by the Company until the date (the “Apgldie Date”)on which the shares (or a portion thereof) sulifetiis Restricted Stock awe
become Vested Shares. All such stock certificeteli bear the following legends, along with suchestlegends that the Board or the Plan
Administrator shall deem necessary and appropoiatehich are otherwise required or indicated punsta any applicable stockholders
agreement:

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SURJT TO SUBSTANTIAL VESTING AND OTHER RESTRICTIONS
AS SET FORTH IN THE RESTRICTED STOCK AGREEMENT BEBEN THE ISSUER AND THE ORIGINAL HOLDER OF THE
SHARES, A COPY OF WHICH MAY BE OBTAINED AT THE PRIBIPAL OFFICE OF THE ISSUER. SUCH RESTRICTIONS ARE
BINDING ON TRANSFEREES OF THESE SHARES AND INCLUDEESTING CONDITIONS WHICH MAY RESULT IN THE
COMPLETE FORFEITURE OF THE SHARES.

(b) The Recipient shall deposit with @@mpany stock powers or other instruments of teansf assignment, duly endorsed in blank
with signature(s) guaranteed, corresponding to eedificate representing shares of RestrictedStmtil such shares become Vested Shares
If the Recipient shall fail to provide the Compamigh any such stock power or other instrument afhgfer or assignment, the Recipient
hereby irrevocably appoints the Secretary of thm@any as his or her attorney-in-fact, with full ppvef appointment and substitution, to
execute and deliver any such power or other insgntrwhich may be necessary to effectuate the gan$fthe Restricted Stock (or
assignment of distributions thereon) on the boaksracords of the Company.

(c) On or after each Applicable Date, mpgitten request to the Company by the Recipitret, Company shall promptly cause a new
certificate or certificates to be issued for anthwespect to all shares that become Vested Shartsat Applicable Date. Such certificate(s)
shall be delivered to the Recipient within fifte@®) business days of the date of receipt by th@@@my of the Recipient’s written request.
The new certificate or certificates shall continadear those legends and endorsements that theaynshall deem necessary or appropriate
(including any relating to restrictions on transfgility and/or obligations and restrictions undey applicable securities laws).
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4. Termination of Continuous Servick the Recipient’s Continuous Service with then@any is terminated, any Non-Vested Shares
shall be forfeited immediately upon such terminaid Continuous Service and revert back to the Gomgpvithout any payment to the
Recipient. The Plan Administrator shall have the@oand authority to enforce on behalf of the Conypany rights of the Company under
this Agreement in the event of the Recipient’'sddtre of Non-Vested Shares pursuant to this Seetio

5. Rights with Respect to Restricted Stock

(a) Except as otherwise provided in thgseement, the Recipient shall have, with respeetltof the shares of Restricted Stock,
whether Vested Shares or Non-Vested Shares, #ieafights of a holder of shares of Common Stawtiuiding without limitation (i) the right
to vote such Restricted Stock, (ii) the right toaiee dividends, if any, as may be declared orRibgtricted Stock from time to time, and
(iii) the rights available to all holders of shacdsCommon Stock upon any merger, consolidatioorganization, liquidation or dissolution,
stock split-up, stock dividend or recapitalizatiomlertaken by the Company; provided, however,dhaff such rights shall be subject to the
terms, provisions, conditions and restrictionsfegh in this Agreement (including without limitati conditions under which all such rights
shall be forfeited). Any Shares issued to the Renipas a dividend with respect to shares of ResttiStock shall have the same status and
bear the same legend as the shares of Restriaiekl &td shall be held by the Company, if the shaf&estricted Stock that such dividend is
attributed to is being so held, unless otherwiderdgned by the Plan Administrator. In additionfwithstanding any provision to the contr:
herein, any cash dividends declared with respesh#mes of Restricted Stock subject to this Agredrsieall be automatically reinvested in
additional shares of Restricted Stock or appliethéopurchase of additional Awards under the Riathe event that the shares of Restricted
Stock are subsequently forfeited, any dividendsash (including reinvested cash dividends), Shdistgbuted in connection with a stock
split or stock dividend, and other property digitéd as a dividend shall be forfeited as well.

(b) If at any time while this Agreemesitin effect (or shares granted hereunder shall lbensain unvested while Recipient’s
Continuous Service continues and has not yet text@ihor ceased for any reason), there shall bénangase or decrease in the number of
issued and outstanding Shares of the Company thritnggdeclaration of a stock dividend or througi metapitalization resulting in a stock
split, combination or exchange of such shares, #mehin that event, the Board or the Plan Admiatsirshall make any adjustments it deems
fair and appropriate, in view of such change, mrtamber of shares of Restricted Stock then sutyetbis Agreement. If any such adjustm
shall result in a fractional share, such fractibalkbe disregarded.

6. Transferability The shares of Restricted Stock are not trandieratiil and unless they become Vested Sharestértres of this
Agreement shall be binding upon the executors, agtnators, heirs, successors and assigns of thipiBet. Any attempt to effect a Transfer
of any shares of Restricted Stock prior to the datevhich the shares become Vested Shares shadlitheb initio. For purposes of this
Agreement, “Transfer” shall mean any sale, trangfecumbrance, margin transaction, gift, donat@sjgnment, pledge, hypothecation, or
other disposition, whether similar or dissimilathose previously enumerated, whether voluntaipwasluntary, and including, but not
limited to, any disposition by operation of law, &yurt order, by judicial process, or by forecl@suevy or attachment.

7. Tax Matters; Section 83(b) Election

(a) If the Recipient properly elects, hiiit thirty (30) days of the Date of Grant, to imdduin gross income for federal income tax
purposes an amount equal to the fair market vals®{ the Date of Grant) of the Restricted Stoadlspant to Section 83(b) of the Internal
Revenue Code of 1986, as amended (the “Code"Réuipient shall make arrangements satisfactorggdlompany to pay to the Company
any federal, state or local income taxes requindoktwithheld with respect to the Restricted Stdéfcthe Recipient shall fail to make such tax
payments as are required, the Company shall, texttemt permitted by law, have the right to dedrtat any payment of any kind otherwise
due to the Recipient any federal, state or looadganf any kind required by law to be withheld wi#ispect to the Restricted Stock.
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(b) If the Recipient does not properlykmahe election described in Subsection 7(a) aktneeRecipient shall, no later than the date or
dates as of which the restrictions referred tdia Agreement hereof shall lapse, pay to the Compammake arrangements satisfactory tc
Plan Administrator for payment of, any federaltestar local taxes of any kind required by law toddghheld with respect to the Restricted
Stock (including without limitation the vesting tieef), and the Company shall, to the extent peeailty law, have the right to deduct from
any payment of any kind otherwise due to Recipéamntfederal, state, or local taxes of any kind megliby law to be withheld with respect to
the Restricted Stock.

(c) Tax consequences on the Recipientu@ing without limitation federal, state, localdaforeign income tax consequences) with
respect to the Restricted Stock (including withiguttation the grant, vesting and/or forfeiture tbef) are the sole responsibility of the
Recipient. The Recipient shall consult with hiser own personal accountant(s) and/or tax advispemrding these matters, the making
Section 83(b) election, and the Recipient’s filimgthholding and payment (or tax liability) obligans.

8. Amendment or ModificationThis Agreement may only be modified or amendea writing signed by the parties hereto. No prosiise
assurances, commitments, agreements, undertakimgpresentations, whether oral, written, electramiotherwise, and whether express or
implied, with respect to the subject matter herbafje been made by either party which are notostt &€xpressly in this Agreement.

9. Complete Agreementhis Agreement (together with those agreemerdsdacuments expressly referred to herein, for tirpgses
referred to herein) embody the complete and eatireement and understanding between the partibgegipect to the subject matter hereof,
and supersede any and all prior promises, asslwwaom@amitments, agreements, undertakings or rempisens, whether oral, written,
electronic or otherwise, and whether express oti@gdpwhich may relate to the subject matter hene@iny way.

10. Miscellaneous

(a) Entire Agreement; Governing Lawhe Plan is incorporated herein by reference.Hlae and the Restricted Stock Agreement
constitute the entire agreement of the parties reigsipect to the subject matter hereof and supersdteir entirety all prior undertakings and
agreements of the Company and Recipient with rédpebe subject matter hereof, and may not be fismdadversely to the Recipient’s
interest except by means of a writing signed byGbenpany and Recipient. This agreement is govelogate internal substantive laws but
not the choice of law rules of the State of Delawar

(b)_ No Guarantee of Continued ServiBECIPIENT ACKNOWLEDGESAND AGREESTHAT THE VESTING OF SHARESPURSUANT TO THE VESTING
SCHEDULEHEREOFIS EARNED ONLY BY CONTINUING AS AN EMPLOYEE, CONSULTANT OR DIRECTOR (NOT THROUGH THE ACT OF BEING HIRED, BEING
GRANTED THIS RESTRICTED STOCK OR ACQUIRING SHARESHEREUNDER). RECIPIENT FURTHER ACKNOWLEDGESAND AGREESTHAT THIS AGREEMENT,
THE TRANSACTIONS CONTEMPLATED HEREUNDERAND THE VESTING SCHEDULE SET FORTH HEREIN DO NOT CONSTITUTEAN EXPRESSOR IMPLIED
PROMISEOF CONTINUED ENGAGEMENT AS AN EMPLOYEE, CONSULTANT OR DIRECTORFOR THE VESTING PERIOD, FOR ANY PERIOD, OR AT ALL, AND
SHALL NOT INTERFEREIN ANY WAY WITH RECIPIENT S RIGHT OR THE COMPANY’ S RIGHT TO TERMINATE RECIPIENT S RELATIONSHIP AS AN EMPLOYEE,
CONSULTANT OR DIRECTOR, AS APPLICABLE, AT ANY TIME, WITH OR WITHOUT CAUSE.
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(c)_No Trust or Fund CreatelNeither this Agreement nor the grant of Restd@®tock hereunder shall create or be construecttie:
trust or separate fund of any kind or a fiducialationship between the Company and the Recipieahy other person. To the extent that the
Recipient or any other person acquires a righéteive payments from the Company pursuant to thieément, such right shall be no gre
than the right of any unsecured general creditth@fCompany.

(d)_InterpretationRecipient acknowledges receipt of a copy of tlae Rnd represents that he or she is familiar thighterms and
provisions thereof, and hereby accepts this RéstiiStock subject to all of the terms and provisithereof. Recipient has reviewed the Plan
and this Restricted Stock in their entirety, hag &a opportunity to obtain the advice of couns@mio executing this Restricted Stock and
fully understands all provisions of the Restric&dck. Recipient hereby agrees to accept as bindorglusive and final all decisions or
interpretations of the Plan Administrator upon gmgstions arising under the Plan or this Restri€tistk. Recipient further agrees to notify
the Company under any change in the residence sslthdicated below.

(e) Notices Any notice under this Agreement shall be in wagtand shall be deemed to have been duly given dékrered personal
or when deposited in the United States mail, regist, postage prepaid, and addressed, in the t#s= Gompany, to the Company’s
President at its principal office and, in the cakthe Recipient, to the Recipient’s last permaragliress as shown on the Company’s records,
subject to the right of either party to designatme other address at any time hereafter in a nsétisfying the requirements of this Section.

RECIPIENT Vocus, INC.
Signature Signature
Printed Name Stephen A. Vintz, CF(

Residence Addre:






EXHIBIT 21.1

LIST OF SUBSIDIARIES
Vocus Acquisition LLC, a Maryland limited liabilitgompany
Vocus GS Holdings, LLC, a Maryland limited liabjlitompany
PAT LLC, a Maryland limited liability company
Vocus International Holdings LLC, a Maryland lindtéability company
Vocus Europe Limited, a United Kingdom corporation
Vocus PRW Holdings LLC, a Maryland limited liabjlitompany
Vocus NM LLC, a Maryland limited liability company






Exhibit 23.1

Consent of Independent Registered Public Accouriing

We consent to the incorporation by reference inRbgistration Statement (Form S-8 No. 333-1322@8fgning to the 2005 Stock Award
Plan and 1999 Stock Plan of Vocus, Inc. of our respdated March 13, 2008, with respect to the cnfested financial statements and
schedule of Vocus, Inc. and subsidiaries and tfez&feness of internal control over financial repa of Vocus, Inc. included in this Annt
Report (Form 10-K) for the year ended Decembe280y.

/sl Ernst & Young LLF
McLean, Virginia
March 13, 2008






Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Richard Rudman, certify that:
1. I have reviewed this annual report on F&f¥K of Vocus, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statesy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgjrdisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over finahagaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in #gstrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regidf’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, thabirres management or other employees who have #iségn role in the registrant’s
internal control over financial reportin

Date: March 14, 2008
/s/ RICHARD RUDMAN

Richard Rudman
Chairman, Chief Executive Officer and Presid:







Exhibit 31.Z

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

I, Stephen Vintz, certify that:
1. I have reviewed this annual report on F&f¥K of Vocus, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statesy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgjrdisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over finahaaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in #gstrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, thabirres management or other employees who have #iségn role in the registrant’s
internal control over financial reportin

Date: March 14, 2008
/s/ STEPHENVINTZ

Stephen Vintz
Chief Financial Officer, Treasurer and Secret







Exhibit 32.1

CERTIFICATIONS OF
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Voclrs;. (the “Company”) on Form 10-K for the periodded December 31, 2007 as filed with
the Securities and Exchange Commission on thelsatof (the “Report”)Richard Rudman, Chairman, Chief Executive Offiaed &resider
of the Company and Stephen Vintz, Chief Financifficer and Treasurer of the Company, certify, parguo 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, that to our best knowledge:

1. The Report fully complies with the requiremts of Section 13(a) or 15(d) of the Securitiestgxge Act of 1934; and
2. The information contained in the Repontiygpresents, in all material respects, the finahcondition and results of operations of the
Company.

Date: March 14, 2008
/s/ RicHARD RuUDMAN

Richard Rudman
Chairman, Chief Executive Officer and Presid:

Date: March 14, 2008

/s/ STEPHENVINTZ
Stephen Vintz
Chief Financial Officer, Treasurer and Secret




