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EXPLANATORY NOTE

On August 12, 2011, comScore, Inc., a Delaware corporation (“comScore”) filed a Current Report on Form 8-K to report it acquired AdXpose, Inc., a Delaware
corporation (“AdXpose”). In response to Item 9.01(a) and Item 9.01(b) of such Current Report on Form 8-K, comScore stated that it would file the required
financial information by amendment, as permitted by Item 9.01(a)(4) and Item 9.01(b)(2). comScore hereby amends its Current Report on Form 8-K filed on
August 12, 2011 to provide the required financial information.
 
Item 9.01 Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired

The audited consolidated financial statements of AdXpose as of and for the year ended December 31, 2010 and the unaudited consolidated financial statements of
AdXpose as of June 30, 2011 and for the six month periods ended June 30, 2011 and 2010, and the notes related thereto, are filed as Exhibit 99.1 to this Current
Report on Form 8-K/A and are incorporated by reference herein.

(b) Unaudited Pro Forma Financial Information

The unaudited pro forma condensed consolidated financial information of comScore as of and for the six months ended June 30, 2011 and for the year ended
December 31, 2010 giving effect to the acquisition of AdXpose, are filed as Exhibit 99.2 to this Current Report on Form 8-K/A and are incorporated by reference
herein.

(d) Exhibits
 
Exhibit No.   Description

2.1*

  

Amended and Restated Agreement and Plan of Merger by and among comScore, Inc., CS Ad Solutions, LLC, AdXpose, Inc., Draper
Associates, L.P., Draper Fisher Jurvetson Fund IX, L.P., Draper Fisher Jurvetson Partners IX, LLC and Draper Fisher Jurvetson Fund IX,
L.P., as Stockholder Representative dated August 11, 2011

23.1   Consent of PricewaterhouseCoopers LLP, independent auditor for AdXpose.

99.1
  

Financial statements of AdXpose as of and for the year ended December 31, 2010 and Independent Auditor’s Report thereon and the
unaudited financial statements as of June 30, 2011 and for the six month periods ended June 30, 2011 and 2010.

99.2
  

comScore unaudited pro forma condensed consolidated financial information as of and for the six months ended June 30, 2011 and for the
year ended December 31, 2010.

 
* Previously filed as an exhibit to comScore’s Current Report on Form 8-K, Commission File No. 001-33520, filed on August 12, 2011. comScore has omitted

certain immaterial schedules and exhibits to this exhibit pursuant to the provisions of Regulation S-K, Item 601(b)(2). The schedule of exhibits omitted was
included with such agreement. The registrant shall supplementally furnish a copy of any of the omitted schedules to the Securities and Exchange Commission
upon request.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 

comScore, Inc.

By:  /s/    CHRISTIANA L. LIN        
 Christiana L. Lin
 EVP, General Counsel and Chief Privacy Officer

Date: October 14, 2011
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Exhibit 23.1

CONSENT OF INDEPENDENT AUDITORS

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos. 333-144281, 333-155355, 333-159126, 333-166349, 333-
172838) and Form S-3 (No. 333-166350) of comScore, Inc. of our report dated October 13, 2011, relating to the financial statements of AdXpose, Inc., which
appears in this Current Report on Form 8-K/A of comScore, Inc. dated October 14, 2011.

/s/ PricewaterhouseCoopers LLP

Seattle, Washington

October 14, 2011
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Report of Independent Auditors

To Board of Directors and
Stockholders of AdXpose, Inc.:

In our opinion, the accompanying balance sheet and the related statements of operations, of stockholders’ deficit and of cash flows present fairly, in all material
respects, the financial position of AdXpose, Inc., at December 31, 2010, and the results of its operations and its cash flow for the year then ended, in conformity
with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company’s management;
our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit of these statements in accordance with
auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and significant estimates made by management and evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 11, the Company was acquired by comScore, Inc. on August 11, 2011.

/s/ PricewaterhouseCoopers LLP

Seattle, Washington

October 13, 2011



AdXpose, Inc.
(formerly Mpire Corporation)
Balance Sheets
June 30, 2011 and December 31, 2010 
 

   
June 30,

2011   
December 31,

2010  
   (unaudited)     
Assets    
Current assets    

Cash and cash equivalents   $ 1,340,888   $ 258,518  
Accounts receivables, net    444,477    713,632  
Prepaid expenses and other    77,858    108,903  

    
 

   
 

Total current assets    1,863,223    1,081,053  
Property and equipment, net    183,471    264,155  
Other assets    58,336    8,336  

    
 

   
 

Total assets   $ 2,105,030   $ 1,353,544  
    

 

   

 

Liabilities and Stockholders’ Deficit    
Current liabilities    

Accounts payable   $ 125,261   $ 630,251  
Accrued liabilities    201,553    229,756  

    
 

   
 

Total current liabilities    326,814    860,007  
Preferred stock warrant liability    —      2,609  

    
 

   
 

Total liabilities    326,814    862,616  
    

 
   

 

Commitments and contingencies (Note 9)    
Stockholders’ deficit    

Convertible preferred stock, $0.001 par value; 16,332,079 and 29,016,018 shares designated, respectively;
13,610,634 and 27,484,029 shares issued and outstanding, respectively    12,424,049    17,301,421  

Common stock, $.001 par value; 21,000,000 and 45,000,000 shares authorized, respectively; 0 and 2,799,395
shares issued and outstanding, respectively    —      2,799  

Additional paid in capital    8,061,544    251,767  
Accumulated deficit    (18,707,377)   (17,065,059) 

    
 

   
 

Total stockholders’ deficit    1,778,216    490,928  
    

 
   

 

Total liabilities and stockholders’ deficit   $ 2,105,030   $ 1,353,544  
    

 

   

 

 
The accompanying notes are an integral part of these financial statements.
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AdXpose, Inc.
(formerly Mpire Corporation)
Statements of Operations
Six Months Ended June 30, 2011 and 2010 and Year Ended December 31, 2010 
 
   Six Months Ended   Year Ended

December 31,
2010     

June 30,
2011   

June 30,
2010   

   (unaudited)   (unaudited)     
Revenue     
Media revenue   $ 522,118   $ 2,244,976   $ 3,344,917  
Analytics revenue    876,089    72,585    656,097  

    
 

   
 

   
 

Total revenue    1,398,207    2,317,561    4,001,014  
Cost of media revenue    681,652    2,166,539    3,334,056  
Cost of analytics revenue    369,205    93,714    336,523  

    
 

   
 

   
 

Gross margin    347,350    57,308    330,435  
Operating expenses     
Product development    508,673    554,975    1,085,129  
Sales and marketing    768,886    761,236    1,319,737  
General and administrative    706,105    488,146    999,689  

    
 

   
 

   
 

Operating loss    (1,636,314)   (1,747,049)   (3,074,120) 
Other income (expense)     
Interest income    398    900    1,668  
Other (expense) income    (1,581)   146,450    242,268  
Interest expense    (4,821)   —      —    

    
 

   
 

   
 

Net loss   $(1,642,318)  $(1,599,699)  $(2,830,184) 
    

 

   

 

   

 

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

3



AdXpose, Inc.
(formerly Mpire Corporation)
Statements of Stockholders’ Deficit
Year Ended December 31, 2010 and Six Months Ended June 30, 2011
  
 

  
Convertible

Preferred Stock   Common Stock   
Additional

Paid-In
Capital  

 Accumulated
Deficit  

 
Total

Stockholders’
Deficit    Shares   Amount   Shares   Amount     

Balances, January 1, 2010   27,484,029   $17,301,421    2,699,395   $ 2,699   $ 181,765   $(14,234,875)  $ 3,251,010  
Issuance of common stock upon exercise of stock options   —      —      100,000    100    5,900    —      6,000  
Stock-based compensation   —      —      —      —      64,102    —      64,102  
Net loss   —      —      —      —      —      (2,830,184)   (2,830,184) 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Balances, December 31, 2010   27,484,029    17,301,421    2,799,395    2,799    251,767    (17,065,059)   490,928  
Merger and recapitalization of Mpire Corporation into

AdXpose, Inc. and cancellation of former preferred and
common stock and issuance of new preferred stock
(unaudited)   (24,762,584)   (7,748,288)   (2,799,395)   (2,799)   7,751,087    —      —    

Issuance of new Series A preferred stock, net of $129,085
of issuance costs (unaudited)   10,889,189    2,870,916    —      —      —      —      2,870,916  

Stock-based compensation (unaudited)   —      —      —      —      58,690    —      58,690  
Net loss (unaudited)   —      —      —      —      —      (1,642,318)   (1,642,318) 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Balances, June 30, 2011 (unaudited)   13,610,634   $12,424,049    —     $ —     $8,061,544   $(18,707,377)  $ 1,778,216  
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AdXpose, Inc.
(formerly Mpire Corporation)
Statements of Cash Flows
Six Months Ended June 30, 2011 and 2010 and Year Ended December 31, 2010 
 
   Six Months Ended   Year Ended

December 31,
2010  

   June 30,   June 30,   
   2011   2010   
   (unaudited)   (unaudited)     
Operating activities     
Net loss   $(1,642,318)  $(1,599,699)  $(2,830,184) 
Adjustments to reconcile net loss to net cash used in operating activities     

Depreciation and amortization    91,106    69,483    149,115  
Noncash interest expense    4,821    —      —    
Loss on sale of equipment    4,238    —      —    
Preferred stock warrant revaluation    (2,609)   (145,773)   (241,592) 
Stock-based compensation    58,690    34,237    64,102  
Changes in operating assets and liabilities     

Accounts receivable and other    300,200    226,655    264,120  
Accounts payable    (504,990)   274,567    359,037  
Accrued liabilities    (28,203)   (427,026)   (410,451) 

    
 

   
 

   
 

Net cash used in operating activities    (1,719,065)   (1,567,556)   (2,645,853) 
    

 
   

 
   

 

Investing activities     
Loan to employee    (50,000)   —      —    
Purchases of property and equipment    (14,660)   (108,767)   (214,475) 

    
 

   
 

   
 

Net cash used in investing activities    (64,660)   (108,767)   (214,475) 
    

 
   

 
   

 

Financing activities     
Proceeds from issuance of common stock    —      6,000    6,000  
Net proceeds from issuance of Series A preferred stock    2,466,095    —      —    
Proceeds from issuance of bridge loans    400,000    —      —    

    
 

   
 

   
 

Net cash provided by financing activities    2,866,095    6,000    6,000  
    

 
   

 
   

 

Net increase (decrease) in cash and cash equivalents    1,082,370    (1,670,323)   (2,854,328) 
    

 
   

 
   

 

Cash and cash equivalents     
Beginning of period    258,518    3,112,846    3,112,846  

    
 

   
 

   
 

End of period   $ 1,340,888   $ 1,442,523   $ 258,518  
    

 

   

 

   

 

Supplemental disclosures     
Cancellation of Series A preferred stock   $ 2,781,289   $ —     $ —    
Cancellation of Series A-1 preferred stock    3,025,999    —      —    
Cancellation of Series A-2 preferred stock    1,941,000    —      —    
Cancellation of common stock    2,799    —      —    
Conversion of bridge loans and accrued interest into new Series A preferred stock    404,821    —      —    
Exchange of Series B preferred stock for Series 1 preferred stock    2,136,975    —      —    
Exchange of Series B preferred stock for Series 2 preferred stock    7,416,158    —      —    
Cancellation of preferred stock warrants    2,609    —      —    

The accompanying notes are an integral part of these financial statements.
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AdXpose, Inc.
(formerly Mpire Corporation)
Notes to Financial Statements
December 31, 2010 
 
1. The Company

Mpire Corporation, the former company was incorporated in the state of Delaware in October 2004 and is located in Seattle, Washington. On March 24,
2011, Mpire Corporation entered into a merger and recapitalization transaction with a newly formed, wholly owned subsidiary, AdXpose, Inc, (the
surviving entity and the “Company”). The Company accounted for the merger and recapitalization as a transaction between entities under common control.
Accordingly, no gain or loss was recognized in the merger and recapitalization transaction.

The Company’s advertising optimization technology enhances traditional online advertising by providing a more relevant and engaging medium for
publishers and advertisers. The Company’s AdXpose platform offers advertisers the ability to analyze ad placement and quantify user interaction within an
online display.

The Company is subject to a variety of risks common to companies in the technology industry including, but not limited to, technological innovations,
dependence on key personnel, dependence on key suppliers, customer concentration, protection of proprietary technology and compliance with government
regulations. There can be no assurance that the Company’s products or services will continue to be accepted in the marketplace. Nor can there be assurance
that any future products or services can be developed at an acceptable cost and with appropriate performance characteristics, or that such products or
services will be successfully marketed, if at all. These factors could have a material adverse effect on the Company’s future financial results, financial
position and cash flows.

 
2. Significant Accounting Policies

Interim Financial Information

The accompanying interim balance sheet at June 30, 2011 and the interim statements of operations and cash flows for the six months ended June 30, 2010
and 2011 and the statement of stockholders’ equity for the six-month period ended June 30, 2011 are unaudited.

In the opinion of the Company’s management, the unaudited interim financial statements have been prepared on the same basis as the audited financial
statements and include adjustments, which include normal recurring adjustments, necessary for the fair statement of the Company’s financial position at
June 30, 2011 and the results of its operations and its cash flows for the six-month periods ended June 30, 2010 and 2011. The results for the six-month
period ended June 30, 2011 are not necessarily indicative of the results expected for the full year.

The unaudited interim financial statements have been prepared in accordance with accounting principles generally accepted in the United States for interim
financial information and the instructions of Securities and Exchange Commission. The unaudited interim financial statements do not include all the
information and footnotes required by generally accepted accounting principles for complete financial statements.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates and assumptions are
inherent in the estimation of asset useful lives, certain accrued liabilities, the fair value of the Company’s common stock and calculation of the fair value of
stock-based compensation and preferred stock warrants. Actual results could differ from those estimates.
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AdXpose, Inc.
(formerly Mpire Corporation)
Notes to Financial Statements
December 31, 2010 
 

Cash and Cash Equivalents

The Company considers all highly liquid investments with purchased maturities of three months or less to be cash equivalents. The Company’s cash
equivalents consist principally of funds maintained in money market accounts. Cash equivalents are carried at fair market value, which approximates cost.

Concentration of Credit Risk

Financial instruments that potentially expose the Company to concentrations of credit risk consist principally of cash and cash equivalents, which are held
with financial institutions in amounts which may exceed federally insured limits. The Company has not experienced any losses on its deposits of cash and
cash equivalents since inception.

Fair Value Measurements

The fair value of the Company’s assets and liabilities is estimated using a fair value hierarchy based on the inputs used to measure fair value. The three
levels of the fair value hierarchy are as follows:

Level 1 — Quoted prices in active markets for identical assets and liabilities

Level 2 — Observable inputs other than Level 1 inputs

Level 3 — Unobservable inputs

The Company may elect to fair value its financial assets and liabilities on an instrument by instrument basis. The Company has not elected to apply the fair
value option to any eligible financial assets or liabilities in 2010 or 2011.

The carrying value of cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities approximate their respective fair values due
to their relative short maturities.

The Company is required to classify warrants to purchase shares of preferred stock as liabilities and revalue them to fair value at the end of each reporting
period. During the six months ended June 30, 2011 and 2010 and the year ended December 31, 2010, the Company recorded other income of
approximately $2,600, $146,000 and $242,000, respectively, reflecting the decrease in the estimated fair value of the preferred stock warrants. The
Company estimates the fair value of its preferred stock warrants using Level 3 inputs in the Black-Scholes option pricing model. This model utilizes the
estimated value of the Company’s preferred stock at the measurement date, the remaining contractual term of the warrants, the expected volatility of the
Company’s preferred stock, risk-free rates and expected dividend yield of the Company’s preferred stock.

Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from customers based on their outstanding invoices. Management reviews
accounts receivable regularly to determine if any receivables will be potentially uncollectible. Estimates are used to determine the amount of the allowance
for doubtful accounts necessary to reduce accounts receivable to its estimated net realizable value. These estimates are made by analyzing the status of
significant past due receivables and by establishing provisions for estimated losses by reviewing current and historical bad debt trends.
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AdXpose, Inc.
(formerly Mpire Corporation)
Notes to Financial Statements
December 31, 2010 
 

Five customers accounted for approximately 17%, 16%, 13%, 10% and 10%, respectively, of the Company’s total revenue during the six-month period
ended June 30, 2011. Three customers comprised approximately 19%, 12% and 12%, respectively, of accounts receivable at June 30, 2011.

Four customers accounted for approximately 21%, 17%, 14% and 10%, respectively, of the Company’s total revenue during the year ended December 31,
2010. Three customers comprised approximately 18%, 15% and 12%, respectively, of accounts receivable at December 31, 2010. Three customers
accounted for approximately 25%, 22% and 19%, respectively, of the Company’s total revenue during the six-month period ended June 30, 2010.

Property and Equipment

Property and equipment are stated at cost, net of accumulated depreciation and amortization. Depreciation is computed using the straight-line method over
the estimated useful lives of the depreciable assets, ranging from 2 to 3 years. Leasehold improvements are amortized over the shorter of the estimated
useful life of the asset or the related lease term. Upon retirement or sale, the cost of assets disposed of and the related accumulated depreciation are
removed from the accounts and any resulting gain or loss is reflected in the statement of operations in the year of disposition. Additions and improvements
that increase the value or extend the life of an asset are capitalized. Repairs and maintenance costs are expensed as incurred.

Impairment of Long-Lived Assets

The Company recognizes impairment losses on long-lived assets when indicators of impairment are present and the undiscounted cash flows to be
generated by those assets are less than the assets’ carrying values. The Company has not experienced any impairment losses on its long-lived assets since
inception.

Revenue Recognition

The Company’s primary sources of Media revenue consist of performance-based advertising services, including pay-per-click services and banner display
advertising. In addition, the Company recognizes Analytics revenue from subscription fees for the use of the AdXpose platform.

The Company recognizes revenue when persuasive evidence of an arrangement exists, delivery has occurred, the fee is fixed or determinable and
collectability is reasonably assured.

The Company allocates revenue for transactions that include multiple elements to each unit of accounting based on its relative fair value. The price charged
when the element is sold separately generally determines fair value. In the absence of fair value of a delivered element, the Company allocates revenue first
to the fair value of its undelivered elements and the residual revenue to the delivered elements. The Company recognizes revenue for delivered elements
when the delivered elements have standalone value and there is objective evidence of fair value for each undelivered element. If the fair value of an
undelivered element cannot be objectively determined, revenue is deferred until all elements are delivered and services have been performed.
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AdXpose, Inc.
(formerly Mpire Corporation)
Notes to Financial Statements
December 31, 2010 
 

In providing pay-per-click advertising services, the Company generates Media revenue upon delivery of qualified click-throughs to advertisers or
advertising service providers’ listings. These advertisers and advertising service providers pay the Company a designated transaction fee for each click-
through, which occurs when an online user clicks on any of their advertisement listings after it has been placed by the Company or by the Company’s
distribution partners. Each click-through on an advertisement listing represents a completed transaction. The advertisement listings are displayed within the
Company’s distribution network, which includes third-party internet domains or web sites and other targeted web-based and off-line content.

Banner display advertising revenue may be based on a fixed fee per impression and is generated and recognized on display activity. In other cases, banner
display advertising revenue is volume-based with revenue generated and recognized when impressions are delivered.

AdXpose Analytics revenue is a fixed fee for each impression that is wrapped and generated with the AdXpose technology. Revenue is recognized when
the wrapped impression is delivered and reported via the AdXpose service portal.

Cost of Revenue

The largest component of the Company’s cost of revenue consists of payments made to distribution partners for advertising displays and click-throughs
generated from the proprietary widgets run on distribution partner websites. These variable payments are often subject to minimum payment amounts.
Publisher payments are expensed as incurred based on the volume of the underlying activity multiplied by a contractual rate.

Cost of revenue also includes expenses associated with the operation of the Company’s data centers, bandwidth costs, third party licensing fees, customer
service costs and amortization of capitalized software development costs.

Advertising Costs

The Company has expensed all advertising costs as incurred and classifies these costs as sales and marketing expense.

Software Development Costs

The Company capitalizes qualifying computer software costs, which are incurred during the application development stage, and amortizes them over the
software’s estimated useful life of approximately three years. Software developed for internal use is capitalized once the preliminary project stage has been
completed and management has committed to funding the continuation of the development project. Capitalization is ceased when the software project is
substantially complete and ready for its intended use. Internally developed software and software purchased from third parties are recorded in property and
equipment and are amortized on a straight line basis over two to three years.

Stock-Based Compensation

The Company accounts for employee stock options at fair value. Stock-based compensation costs recognized during the six months ended June 30, 2011
and 2010 and the year ended December 31, 2010 were based upon option awards granted and vested based on their grant-date fair value estimated using the
Black-Scholes option pricing model. This model requires, among other things, an estimate of the fair value of the underlying common stock on the date of
grant, the expected term of the award and the expected volatility of the Company’s common stock over the expected term of the related grants. The
estimated fair value is recognized as expense on a straight-line basis over the employee’s requisite service period, which is generally the vesting period.
Stock-based compensation expense is based on options ultimately expected to vest and has been reduced by estimated forfeitures.
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AdXpose, Inc.
(formerly Mpire Corporation)
Notes to Financial Statements
December 31, 2010 
 

Income Taxes

The Company accounts for income taxes under the liability method. Under the liability method, deferred tax assets and liabilities are determined based on
the differences between the financial reporting and federal income tax bases of assets and liabilities and are measured using the enacted tax rates that will
be in effect when the differences are expected to reverse. A valuation allowance is recorded when it is more likely than not that net deferred tax assets will
not be realized.

The Company is required to determine whether a tax position was more likely than not to be sustained upon examination based on the technical merits of
the position. For the tax positions meeting the more-likely-than-not threshold, the tax amount recognized in the financial statements is reduced by the
largest benefit that has a greater than 50% likelihood of being realized in an ultimate settlement with the relevant tax authority.

 
3. Property and Equipment

Property and equipment consists of the following:
 

   Estimated   June 30,   December 31,  
   Useful Lives   2011   2010  
   (years)   (unaudited)     
Computer equipment   3   $ 433,795   $ 548,797  
Office furniture   3    62,998    67,799  
Software   2    850,521    850,331  
Leasehold improvements   Shorter of lease term or useful life   14,033    22,716  

      
 

   
 

     1,361,347    1,489,643  
Less: Accumulated depreciation and amortization      (1,177,876)   (1,225,488) 

      
 

   
 

    $ 183,471   $ 264,155  
      

 

   

 

Depreciation and amortization expense for the period ended June 30, 2011 and year ended December 31, 2010 totaled approximately $91,000 and
$149,000, respectively.

 
4. Accrued Liabilities

Accrued liabilities consist of the following:
 

   June 30,    December 31, 
   2011    2010  
   (unaudited)      
Salaries, wages and benefits   $ 115,797    $ 176,607  
Other accrued liabilities    85,756     53,149  

    
 

    
 

  $201,553    $ 229,756  
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AdXpose, Inc.
(formerly Mpire Corporation)
Notes to Financial Statements
December 31, 2010 
 
5. Stockholders’ Deficit

Preferred Stock

The following information summarizes the Company’s convertible preferred stock at December 31, 2010:
 

       Shares    Issuance      
   Shares    Issued and    Price Per    Liquidation  
   Authorized    Outstanding    Share    Preference  
Series A    5,159,422     5,124,384    $0.5708    $ 2,924,998  
Series A-1    6,174,097     5,502,416     0.5583     3,071,999  
Series A-2    4,062,499     3,250,000     0.6000     1,950,000  
Series B    13,620,000     13,607,229     0.7100     9,661,133  

    
 

    
 

      
 

   29,016,018     27,484,029      $17,608,130  
    

 

    

 

      

 

Dividends

The holders of shares of Series A preferred stock, Series A-1 preferred stock, Series A-2 preferred stock and Series B preferred stock are entitled to receive
dividends, out of any assets legally available, prior and in preference to any payment of dividend on the common stock of the Company, at the rate of
(i) $0.0457 per share per annum on each outstanding share of Series A preferred stock, (ii) $0.0447 per share per annum on each outstanding share of
Series A-1 preferred stock, (iii) $0.048 per share per annum on each outstanding share of Series A-2 preferred stock, or (iv) $0.0568 per share per annum
on each outstanding share of Series B preferred stock, payable quarterly when, as and if declared by the Board of Directors.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Company, the holders of the Series A preferred stock, Series A-1 preferred stock, Series A-
2 preferred stock and Series B preferred stock shall be entitled to receive, prior and in preference to any distribution of the assets of the Company to the
holders of common stock, an amount per share equal to (i) $0.5708 for each share of Series A preferred stock, (ii) $0.5583 for each share of Series A-1
preferred stock, (iii) $0.60 for each share of Series A-2 preferred stock and (iv) $0.71 for each share of Series B preferred stock.

Conversion

Each share of Series A preferred stock, Series A-1 preferred stock, Series A-2 preferred stock or Series B preferred stock is convertible into such number of
fully paid and nonassessable shares of common stock as is determined by dividing (i) $0.5708 in the case of Series A preferred stock, (ii) $0.5583 in the
case of Series A-1 preferred stock, (iii) $0.60 in the case of the Series A-2 preferred stock or (iii) $0.71 in the case of the Series B preferred stock, by the
conversion price applicable to such share, determined as hereafter provided, in effect on the date the certificate is surrendered for conversion.

Each share of Series A preferred stock, Series A-1 preferred stock, Series A-2 preferred stock and Series B preferred stock shall automatically be converted
into shares of common stock at the Conversion Price at the time in effect for such share immediately upon the earlier of (i) the sale of its common stock in
an initial public offering, which results in aggregate cash proceeds of not less than $40,000,000 in which the price per share of the Company’s common
stock multiplied by the
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(formerly Mpire Corporation)
Notes to Financial Statements
December 31, 2010 
 

number of as-converted shares outstanding immediately prior to the closing of such offering is valued at not less than $200,000,000 or (ii) the date
specified by written consent or agreement of the holders of at least eighty percent (80%) of the then outstanding shares of Series A preferred stock,
Series A-1 preferred stock, Series A-2 preferred stock and Series B preferred stock, voting together as a single group on an as-converted basis.

Voting

The holders of Series A preferred stock, Series A-1 preferred stock, Series A-2 preferred stock or Series B preferred stock shall have the same voting rights
as the holders of common stock and shall be entitled to notice of any stockholders’ meeting in accordance with the Bylaws of the Company, and the holders
of common stock, the Series A preferred stock, Series A-1 preferred stock, Series A-2 preferred stock and Series B preferred stock shall vote together as a
single class on all matters. Each holder of common stock shall be entitled to one vote for each share of common stock held, and each holder of Series A
preferred stock, Series A-1 preferred stock, Series A-2 preferred stock and Series B preferred stock shall be entitled to the number of votes equal to the
number of shares of common stock into which such shares of preferred stock could be converted.

Preferred Stock Warrants

On September 6, 2005, the Company issued a warrant to purchase 671,681 shares of Series A-1 preferred stock in conjunction with a convertible
promissory note. The estimated fair value of the warrant of approximately $193,000 was recorded as a preferred stock warrant liability. The preferred stock
warrant expired unexercised on September 7, 2010 and the Company recognized $64,273 of other income.

On February 13, 2006 and April 4, 2006, the Company issued warrants to purchase a total of 35,038 shares of Series A preferred stock at a price of $0.56
per share to a financial institution in conjunction with a line of credit. At December 31, 2010, the preferred stock warrant liability is marked-to-market at
$1,510 and the Company recognized $9,114 of other income.

In February 2007, in connection with the issuance of convertible promissory notes, the Company issued warrants to purchase a total of 812,499 shares of
the Company’s Series A-2 preferred stock at a purchase price of $0.60 per share. At December 31, 2010, the preferred stock warrant liability was marked-
to-market at $1,099 and the Company recognized $168,205 of other income.

The following information summarizes the Company’s outstanding convertible preferred stock warrants:
 

   Issue Date   
Number of

Shares    

Fair Value at
December 31,

2010  
Series A   2005 and 2006   35,038    $ 1,510  
Series A-2   2007    812,499     1,099  

      
 

    
 

     847,537    $ 2,609  
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The Company estimated the fair value of the convertible preferred stock warrants as of December 31, 2010 using the following assumptions:
 

   
December 31,

2010
Underlying stock price   $0.20
Risk-free interest rate   0.47% – 2.10%
Weighted-average expected life (in years)   1.58 – 5.25
Expected dividend yield   —  
Expected volatility   52.4%

Bridge Loan

In January 2011, the Company entered into bridge loans totaling $400,000 with founders of the Company. The bridge loans carried interest equal to 8% per
annum and were due and payable on March 31, 2011. In connection with the merger and recapitalization transaction in March 2011, the Company
converted the outstanding balance of the bridge loans of $400,000 and accrued interest of approximately $4,800 into shares of Series A preferred stock.

Merger and Recapitalization

On March 24, 2011, the Company entered into a merger and recapitalization transaction with a newly formed, wholly owned subsidiary, AdXpose, Inc.
Following the merger and recapitalization, AdXpose, Inc. was the surviving entity. As a result of the merger and recapitalization all of the previously issued
and outstanding shares of the Company’s common stock and Series A, Series A-1 and Series A-2 preferred stock were cancelled. All shares of the
Company’s previously issued and outstanding Series B preferred stock were exchanged into 0.2 of a share of AdXpose Series 1 preferred stock.
Concurrently, AdXpose issued 10,889,189 shares of its newly authorized New Series A preferred stock at $0.2755 per share raising gross proceeds of
approximately $3.0 million (through the conversion of $400,000 bridge loans plus accrued interest and approximately $2.6 million of additional cash).
Former holders of the Company’s Series B preferred stock that participated in the New Series A financing transaction were entitled to exchange shares of
AdXpose Series 1 preferred stock for shares of AdXpose Series 2 preferred stock. All previously issued and outstanding stock options and stock warrants
of the Company were automatically cancelled as a result of the merger and recapitalization.

Following the merger and recapitalization transaction, the Company has authorized 21,000,000 shares of common stock with a par value of $0.001 per
share.

The Company accounted for the merger and recapitalization as a transaction between entities under common control. Accordingly, no gain or loss was
recognized in the merger and recapitalization transaction.
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The following information summarizes the Company’s preferred stock activity as a result of the merger and recapitalization:
 

Series of Convertible Preferred Stock   

Convertible
Preferred

Shares
Issued and

Outstanding at
December 31,

2011    

Adjustment
Related to the
Merger and

Recapitalization
on March 24,

2011   

Convertible
Preferred

Shares
Issued and

Outstanding
at June 30,

2011  
       (unaudited)   (unaudited)  
Series A    5,124,384     (5,124,384)   —    
Series A-1    5,502,416     (5,502,416)   —    
Series A-2    3,250,000     (3,250,000)   —    
Series B    13,607,229     (13,607,229)   —    

    
 

    
 

 

   27,484,029     (27,484,029)   —    
    

 

    

 

 

 
Shares of Series 1 convertible preferred stock issued in connection with the recapitalization (unaudited)    2,721,445  
Less shares of Series 1 convertible preferred stock converted to Series 2 convertible preferred stock (unaudited)    (2,112,675) 

    
 

   608,770  
Shares of Series 2 convertible preferred stock converted from Series 1 convertible preferred stock (unaudited)    2,112,675  
Shares of new Series A convertible preferred stock issued in connection with the recapitalization (unaudited)    10,889,189  

    
 

Total convertible preferred shares issued and outstanding at June 30, 2011 (unaudited)    13,610,634  
    

 

New Preferred Stock

The following information summarizes the Company’s convertible preferred stock at June 30, 2011 (unaudited):
 

       Shares    Issuance      
   Shares    Issued and    Price Per    Liquidation  
   Authorized    Outstanding    Share    Preference  
New Series A    10,889,189     10,889,189    $0.2755    $ 3,000,000  
Series 1    2,721,445     608,770     3.5500     2,161,134  
Series 2    2,721,445     2,112,675     3.5500     7,499,996  

    
 

    
 

      
 

   16,332,079     13,610,634      $12,661,130  
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Dividends

The holders of shares of Series A preferred stock, Series 1 preferred stock and Series 2 preferred stock are entitled to receive dividends, out of any assets
legally available, prior and in preference to any payment of dividend on the common stock of the Company, at the rate of (i) $0.02204 per share per annum
on each outstanding share of Series A preferred stock, (ii) $0.284 per share per annum on each outstanding share of Series1 preferred stock and (iii) $0.284
per share per annum on each outstanding share of Series 2 preferred stock, payable quarterly when, as and if declared by the Board of Directors.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Company, the holders of the Series A preferred stock and Series 2 preferred stock shall be
entitled to receive, prior and in preference to any distribution of the assets of the Company to the holders of Series 1 preferred stock or the holders of
common stock, an amount per share equal to (i) $0.2755 for each share of Series A preferred stock and (ii) $3.55 for each share of Series 2 preferred stock,
plus declared but unpaid dividends thereon. If upon the occurrence of such event, the assets and funds thus distributed among the holders of Series A
preferred stock and Series 2 preferred stock shall be insufficient to permit the payment to such holders of the full aforesaid preferential amounts, the entire
assets and funds of the Company legally available for distribution shall be distributed ratably among the holders of the Series A preferred stock and Series
2 preferred stock in proportion to the preferential amount each such holder is otherwise entitled to.

Conversion

Each share of Series A preferred stock, Series 1 preferred stock and Series 2 preferred stock is convertible into such number of fully paid and nonassessable
shares of common stock as is determined by dividing (i) $0.2755 in the case of Series A preferred stock, (ii) $3.55 in the case of Series 1 preferred stock or
(iii) $3.55 in the case of the Series 2 preferred stock, by the conversion price applicable to such share, determined as hereafter provided, in effect on the
date the certificate is surrendered for conversion.

Each share of Series A preferred stock, Series 1 preferred stock, Series 2 preferred stock shall automatically be converted into shares of common stock at
the Conversion Price at the time in effect for such share immediately upon the earlier of (i) the sale of its common stock in an initial public offering, which
results in aggregate cash proceeds of not less than $25,000,000 in which the price per share of the Company’s common stock multiplied by the number of
as-converted shares outstanding immediately prior to the closing of such offering is valued at not less than $150,000,000 or (ii) the date specified by
written consent or agreement of the holders of a majority of the then outstanding shares of Series A preferred stock and Series 2, voting together as a single
group on an as-converted basis.

Voting

The holders of Series A preferred stock, Series 1 preferred stock or Series 2 preferred stock shall have the same voting rights as the holders of common
stock and shall be entitled to notice of any stockholders’ meeting in accordance with the Bylaws of the Company, and the holders of common stock, the
Series A preferred stock, Series 1 preferred stock and Series 2 preferred stock shall vote together as a single class on all matters. Each holder of common
stock shall be entitled to one vote for each share of common stock held, and each holder of Series A preferred stock, Series 1 preferred stock and Series 2
preferred stock shall be entitled to the number of votes equal to the number of shares of common stock into which such shares of preferred stock could be
converted.

 
15



AdXpose, Inc.
(formerly Mpire Corporation)
Notes to Financial Statements
December 31, 2010 
 
6. Stock Option Plan

Under the Company’s Stock Option Plans (the “Plans”), the Board of Directors may grant incentive and nonqualified stock options, restricted stock and
other forms of stock-based compensation to employees, officers, directors and consultants. The Company generally grants stock options with exercise
prices equal to or greater than the value of common stock on the date of grant. Options typically have a term of ten years from the date of grant. Options
generally vest over four years with the first 25% vesting after 12 months of continuous employment or service beginning from the vesting commencement
date, with the remaining shares vesting at the rate of 2.78% per month of continuous employment or service thereafter, such that the entire option is fully
vested after four years of service from the vesting commencement date. Options that expire or otherwise terminate, revert to and become available for
issuance under the Plans.

On March 24, 2011, the Company cancelled the 2004 Stock Option Plan, as well as all of the stock options outstanding and available for grant. In
conjunction with the merger and recapitalization transaction, the Company adopted the 2011 Stock Option Plan and authorized 4,536,878 shares available
for grant. All previously issued options were cancelled. During the six-month period ended June 30, 2011, the Company granted 3,945,632 stock options to
employees under the 2011 Stock Option Plan.

The following table summarizes the activity under the Company’s stock option plans:
 

      Outstanding  
   Number of      Weighted  
   Shares      Average  
   Available   Number   Exercise  
   for Grant   of Shares   Price  
Balances, January 1, 2010    3,503,713    6,383,824   $0.1142  
Options granted    (741,000)   741,000    0.1700  
Options exercised    —      (100,000)   0.0600  
Options cancelled    833,751    (833,751)   0.1432  

    
 

   
 

 

Balances, December 31, 2010    3,596,464    6,191,073    0.1178  
Options cancelled (unaudited)    (3,596,464)   (6,191,073)   0.1178  
Options authorized (unaudited)    4,536,878    —      —    
Options granted (unaudited)    (3,945,632)   3,945,632    0.0800  

    
 

   
 

 

Balances, June 30, 2011 (unaudited)    591,246    3,945,632    0.0800  
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The following table summarizes information about stock options outstanding and exercisable at December 31, 2010:
 
   Outstanding    Exercisable  
       Weighted-                Weighted-      
       Average    Weighted            Average      
       Remaining    Average    Aggregate       Remaining    Aggregate 
   Number of    Contractual   Exercise    Intrinsic    Number of    Contractual   Intrinsic  
Exercise Price   Options    Life (years)    Price    Value    Options    Life (years)    Value  
$0.06    2,936,687     5.6    $0.0600       2,911,946     5.6    
$0.17    3,254,386     8.4     0.1700       1,289,878     8.1    

    
 

          
 

    

   6,191,073     7.1     0.1178    $ 84,507     4,201,824     6.4    $ 83,795  
    

 

          

 

    

At June 30, 2011 there are no stock options that are exercisable.

The total compensation expense recognized for options granted to employees during the periods ended June 30, 2011 and 2010 and the year ended
December 31, 2010 totaled approximately $58,000, $34,000 and $64,000, respectively. As of June 30, 2011 and December 31, 2010, the total unrecognized
compensation cost is approximately $77,000 and $73,000, respectively.

The fair value of stock options granted to employees was calculated using the Black-Scholes option pricing model using the following assumptions:
 

   June 30,   December 31,
   2011   2010
   (unaudited)    
Estimated per share value of common stock   $0.08   $0.15
Risk-free interest rate   0.3% – 1.46%   2.62% – 2.74%
Expected life (in years)   4   5.75
Dividend yield   0.0%   0.0%
Expected volatility   35% – 56%   52%

 
7. Income Taxes

At December 31, 2010, the Company has net operating loss carryforwards of approximately $17.0 million which may be used to offset future taxable
income. The net operating loss carryforwards expire beginning in 2024. At December 31, 2010, the Company also has research and development tax
credits of approximately $80,000.
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The effects of temporary differences and carryforwards that give rise to deferred tax assets are as follows:
 

   December 31,  
   2010  
Deferred tax assets   

Net operating loss carryforwards   $ 5,780,000  
Research and development tax credit    80,000  

    
 

   5,860,000  
Less: Valuation allowance    (5,860,000) 

    
 

Net deferred tax assets   $ —    
    

 

 
8. Retirement Plan

The Company has a 401(k) savings plan (the “Plan”) for those employees who meet minimum eligibility requirements. Eligible employees may contribute
up to 15% of their annual compensation to the Plan, subject to Internal Revenue Service limitations. The Company may also, at its sole discretion, make
contributions to the Plan. The Company made a contribution to the Plan of approximately $40,000 during the year ended December 31, 2010.

 
9. Commitments and Contingencies

In January 2010, the Company entered into a lease agreement for office space in Seattle, Washington. The lease commenced in March 2010 for a period of
two years. The future minimum lease payments for the facility are:

 
   December 31, 
   2010  
2011   $ 98,538  
2012    25,008  

    
 

  $ 123,546  
    

 

Rent expense totaled approximately $47,000, $62,000 and $109,000 for the six month periods ended June 30, 2011 and 2010 and for the year ended
December 31, 2010, respectively.

 
10. Related Party Transaction

In June 2011, the Company loaned an employee $50,000 for relocation expenses. The amount due from the employee is included in other assets at June 30,
2011.

 
11. Subsequent Events

On August 11, 2011, the Company was acquired by comScore, Inc.

The Company evaluated events occurring between December 31, 2010 and October 13, 2011, the date the financial statements were issued.
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Exhibit 99.2

Unaudited Pro Forma Financial Information

On August 3, 2011, comScore, Inc., a Delaware corporation (the “Company” or “comScore”), entered into a definitive Agreement and Plan of Merger with
AdXpose, Inc., a Delaware corporation (“AdXpose”), CS Ad Solutions, LLC, a Delaware limited liability company and wholly owned subsidiary of comScore
(“Merger Sub”), Draper Associates, L.P., a California limited partnership, Draper Fisher Jurvetson Fund IX, L.P., a Cayman Islands exempted limited partnership,
Draper Fisher Jurvetson Partners IX, LLC, a California limited liability company, and Draper Fisher Jurvetson Fund IX, L.P., as Stockholder Representative (the
“Original Agreement”).

On August 11, 2011, the parties to the Original Agreement further amended and restated the Original Agreement (as amended and restated, the “Merger
Agreement”)

On August 11, 2011, comScore completed the acquisition of AdXpose pursuant to the Merger Agreement. The Acquisition was completed by merging
AdXpose with and into Merger Sub, with Merger Sub continuing as the surviving corporation and a wholly owned subsidiary of comScore (the “Acquisition”).

The following unaudited pro forma consolidated financial statements have been prepared to give effect to the completed Acquisition. The unaudited pro
forma consolidated balance sheet at June 30, 2011 gives effect to the Acquisition as if it had occurred on June 30, 2011. The unaudited pro forma consolidated
balance sheet is derived from the unaudited historical financial statements of comScore and AdXpose at June 30, 2011. The unaudited pro forma consolidated
statement of operations for the year ended December 31, 2010 and the unaudited consolidated statement of operations for the six months ended June 30, 2011
gives effect to the Acquisition as if it had occurred on January 1, 2010 and January 1, 2011, respectively. The unaudited pro forma consolidated statement of
operations is derived from the audited historical financial statements of comScore and AdXpose as of and for the year ended December 31, 2010 and the
unaudited, historical financial statements of comScore and AdXpose as of and for the six months ended June 30, 2011.

The Acquisition was accounted for under the acquisition method of accounting. Under the acquisition method of accounting, the total estimated purchase
price, calculated as described in Note 2 to the unaudited pro forma consolidated financial statements, is allocated to the tangible and intangible assets acquired
and liabilities assumed in connection with the Acquisition, based on their estimated fair values as of the effective date of the Acquisition. The preliminary
allocation of the purchase price was based upon management’s preliminary valuation of the fair value of tangible assets acquired and liabilities assumed and such
estimates and assumptions are subject to change. The areas of the purchase price allocation that are not yet finalized relate primarily to deferred income taxes.

The unaudited pro forma consolidated financial statements do not include any adjustments regarding liabilities incurred or cost savings achieved resulting
from the integration of the companies, as management is in the process of assessing what, if any, future actions are necessary. However, additional liabilities
ultimately may be recorded for severance and/or other costs associated with removing redundant operations that could affect amounts in the unaudited pro forma
consolidated financial statements, and their effects may be material and would be reflected in the consolidated statement of operations.

The unaudited pro forma consolidated financial statements should be read in conjunction with the historical audited and unaudited consolidated financial
statements and related notes of comScore, the section entitled Management’s Discussion and Analysis of Financial Condition and Results of Operations contained
in comScore’s Annual Report on Form 10-K for the fiscal year ended December 31, 2010, filed on March 15, 2011, and comScore’s Quarterly Report on Form
10-Q for the quarter ended June 30, 2011, filed on August 9, 2011, the audited historical financial statements and related notes of AdXpose as of December 31
2010 and for the year then ended and the unaudited historical financial statements and related notes of AdXpose as of June 30, 2011 and the six months ended
June 30, 2011 and 2010, which are attached as Exhibit 99.1 to this Form 8-K/A. The unaudited pro forma consolidated financial statements are not intended to
represent or be indicative of the consolidated results of operations or financial condition of comScore that would have been reported had the acquisition been
completed as of the dates presented, and should not be construed as representative of the future consolidated results of operations or financial condition of the
combined entity.
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COMSCORE, INC.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET

AS OF JUNE 30, 2011
(In thousands)

 

   comScore   AdXpose   
Pro Forma

Adjustments      
Consolidated

Total  
Assets        
Current assets:        

Cash and cash equivalents   $ 39,945   $ 1,341   $ (4,358)   a    $ 36,928  
Short-term investments    2,591    —      —        2,591  
Accounts receivable, net of allowances of $875 and $725, respectively    53,330    444    5    b     53,779  
Prepaid expenses and other current assets    8,566    78    (18)   c     8,626  
Deferred tax assets    6,151    —      —        6,151  

    
 

   
 

   
 

     
 

Total current assets    110,583    1,863    (4,371)     108,075  
Property and equipment, net    29,746    184    (7)   b     29,923  
Other non-current assets    1,486    58    —        1,544  
Long-term deferred tax assets    12,709    —      1,068    g     13,777  
Intangible assets, net    47,873    —      925    d     48,798  
Goodwill    88,910    —      15,965    e     104,875  

    
 

   
 

   
 

     
 

Total assets   $291,307   $ 2,105   $ 13,580     $ 306,992  
    

 

   

 

   

 

     

 

Liabilities and Equity        
Current liabilities:        

Accounts payable   $ 9,703   $ 125   $ —       $ 9,828  
Accrued expenses    19,175    200    (2)   b     19,373  
Deferred revenues    71,797    —      (18)   c     71,779  
Deferred rent    924    —      (2)   b     922  
Capital lease obligations    5,423    —      —        5,423  

    
 

   
 

   
 

     
 

Total current liabilities    107,022    325    (22)     107,325  
Deferred rent, long-term    8,083    —      —        8,083  
Deferred revenue, long-term    1,292    —      —        1,292  
Deferred tax liabilities, long-term    —      —      324    f     324  
Capital lease obligations, long-term    7,669    —      —        7,669  
Other long-term liabilities    2,178    2    (2)   b     2,178  

    
 

   
 

   
 

     
 

Total liabilities    126,244    327    300      126,871  
Commitments and contingencies        
Stockholders’ equity:        

Preferred stock    —      12,424    (12,424)   h     —    
Common stock    32    —      1    i     33  
Additional paid-in capital    221,679    8,061    6,996    h, i     236,736  
Accumulated other comprehensive income    5,176    —      —        5,176  
Accumulated deficit    (61,824)   (18,707)   18,707    h     (61,824) 

    
 

   
 

   
 

     
 

Total stockholders’ equity    165,063    1,778    13,280      180,121  
    

 
   

 
   

 
     

 

Total liabilities and stockholders’ equity   $291,307   $ 2,105   $ 13,580     $ 306,992  
    

 

   

 

   

 

     

 

See notes to the unaudited pro forma consolidated financial statements.
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COMSCORE, INC.
UNAUDITED PRO FORMA CONSOLDIATED STATEMENT OF OPERATIONS

FOR THE SIX MONTHS ENDED JUNE 30, 2011
(In thousands, except share and per share data)

 

   comScore   AdXpose   
Pro Forma

Adjustments      
Consolidated

Total  
Revenues   $ 111,046   $ 1,398   $ (36)   j    $ 112,408  

    
 

   
 

   
 

     
 

Cost of revenues    36,440    1,051    (36)   j     37,455  
Selling and marketing    37,886    769    —        38,655  
Research and development    16,732    508    —        17,240  
General and administrative    24,295    706    405    k     25,406  
Amortization of intangible assets resulting from acquisitions    4,428    —      124    l     4,552  

    
 

   
 

   
 

     
 

Total expenses from operations    119,781    3,034    493      123,308  
    

 
   

 
   

 
     

 

(Loss) Income from operations    (8,735)   (1,636)   (529)     (10,900) 
Interest and other (expense) income, net    (213)   (6)   —        (219) 
Gain (loss) from foreign currency    252    —      —        252  

    
 

   
 

   
 

     
 

(Loss) Income before income taxes    (8,696)   (1,642)   (529)     (10,867) 
Income tax (provision) benefit    133    —      829    m     962  

    
 

   
 

   
 

     
 

Net (loss) income   $ (8,563)  $(1,642)  $ 300     $ (9,905) 
    

 

   

 

   

 

     

 

Net (loss) income available to common stockholders per common share:        
Basic   $ (0.27)      $ (0.30) 
Diluted   $ (0.27)      $ (0.30) 

Weighted-average number of shares used in per share calculation - common
stock:        

Basic    31,744,988        32,727,273  
Diluted    31,744,988        32,727,273  

See notes to the unaudited pro forma consolidated financial statements.
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COMSCORE, INC.
UNAUDITED PRO FORMA CONSOLDIATED STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2010
(In thousands, except share and per share data)

 

   comScore   AdXpose   
Pro Forma

Adjustments      
Consolidated

Total  
Revenues   $ 174,999   $ 4,001   $ (76)   j    $ 178,924  

    
 

   
 

   
 

     
 

Cost of revenues    51,953    3,670    (76)   j     55,547  
Selling and marketing    59,641    1,320    —        60,961  
Research and development    26,377    1,085    —        27,462  
General and administrative    33,953    1,000    724    k     35,677  
Amortization of intangible assets resulting from acquisitions    4,534    —      248    l     4,782  

    
 

   
 

   
 

     
 

Total expenses from operations    176,458    7,075    896      184,429  
    

 
   

 
   

 
     

 

(Loss) Income from operations    (1,459)   (3,074)   (972)     (5,505) 
Interest and other (expense) income, net    53    244    —        297  
Gain (loss) from foreign currency    (347)   —      —        (347) 

    
 

   
 

   
 

     
 

(Loss) Income before income taxes    (1,753)   (2,830)   (972)     (5,555) 
Income tax (provision) benefit    177    —      1,456    m     1,633  

    
 

   
 

   
 

     
 

Net (loss) income   $ (1,576)  $(2,830)  $ 484     $ (3,922) 
    

 

   

 

   

 

     

 

Net (loss) income available to common stockholders per common share:        
Basic   $ (0.05)      $ (0.12) 
Diluted   $ (0.05)      $ (0.12) 

Weighted-average number of shares used in per share calculation - common
stock:        

Basic    31,070,018        32,052,303  
Diluted    31,070,018        32,052,303  

See notes to the unaudited pro forma consolidated financial statements.
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NOTES TO THE UNAUDITED PRO FORMA
CONSOLIDATED FINANCIAL STATEMENTS OF
COMSCORE INC.

Note 1. Basis of Pro Forma Presentation

The unaudited pro forma consolidated financial statements have been prepared by comScore Inc. (“comScore” or the “Company”) pursuant to the rules and
regulations of the Securities and Exchange Commission for the purposes of inclusion in comScore’s amended Form 8-K prepared and filed in connection with the
Acquisition.

Certain information and certain disclosures normally included in financial statements prepared in accordance with U.S. generally accepted accounting
principles (GAAP) have been condensed or omitted pursuant to such rules and regulations. However, the Company believes that the disclosures provided herein
are adequate to make the information presented not misleading.

The following unaudited pro forma consolidated financial statements have been prepared to give effect to the completed Acquisition. The unaudited pro
forma condensed consolidated balance sheet at June 30, 2011 gives effect to the Acquisition as if it had occurred on June 30, 2011. The unaudited pro forma
condensed consolidated balance sheet is derived from the unaudited historical financial statements of comScore and AdXpose at June 30, 2011. The unaudited pro
forma consolidated statement of operations for the year ended December 31, 2010 and the unaudited consolidated statement of operations for the six months
ended June 30, 2011 gives effect to the Acquisition as if it had occurred on January 1, 2010 and January 1, 2011, respectively. The unaudited pro forma
consolidated statement of operations is derived from the audited historical financial statements of comScore and AdXpose as of and for the year ended
December 31, 2010 and the unaudited historical financial statements of comScore and AdXpose as of and for the six months ended June 30, 2011.

The unaudited pro forma consolidated financial statements are provided for informational purposes only and do not purport to be indicative of the
Company’s consolidated financial position or consolidated results of operations which would actually have been obtained had such transactions been completed
as of the date or for the periods presented, or of the consolidated financial position or consolidated results of operations that may be obtained in the future.

Note 2. Purchase Price Allocation

On August 11, 2011, comScore completed the Acquisition. The unaudited pro forma consolidated financial statements have been prepared to give effect to
the completed Acquisition, which was accounted for under the acquisition method of accounting. AdXpose provides advertisers and publishers with greater
transparency and confidence in the quality, safety, and performance of their digital advertising campaigns by allowing them to verify and optimize billions of
campaign data points captured in real-time. The actionable optimization metrics captured by AdXpose solutions help its customers realize increased ROI, more
profitable margins, and measurable ad effectiveness. The aggregate amount of the consideration paid by comScore upon the Acquisition was $19.4 million, with
approximately $4.4 million paid in cash and $15.0 million paid through the issuance of 982,285 shares of comScore common stock. The fair value of the shares of
comScore common stock was determined based on the closing price of comScore’s common stock on the NASDAQ Global Market for trading day ended
August 11, 2011 of $15.33 per share.

Under the acquisition method of accounting, the total estimated purchase price is allocated to AdXpose’s net tangible and intangible assets acquired and
liabilities assumed based on their estimated fair values as of August 11, 2011, the effective date of the Acquisition.
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Note 2. Purchase Price Allocation (continued)

Based on management’s preliminary valuation of the fair value of tangible and intangible assets acquired and liabilities assumed, which are based on
estimates and assumptions that are subject to change, and other factors as described in the introduction to these unaudited pro forma consolidated financial
statements, the preliminary estimated purchase price is allocated as follows (in thousands):
 

Cash and cash equivalents   $ 511  
Accounts Receivables    474  
Prepaid expenses and other current assets    72  
Property and equipment    164  
Deferred tax asset    1,446  
Accounts Payable    (46) 
Accrued expenses    (485) 
Deferred tax liability    (324) 

    
 

Net tangible assets acquired    1,812  
Definite-lived intangible assets acquired    925  
Goodwill    16,684  

    
 

Total estimated purchase price   $19,421  
    

 

Prior to the end of the measurement period for finalizing the purchase price allocation, if information becomes available which would indicate material
adjustments are required to the purchase price allocation, such adjustments will be included in the purchase price allocation retrospectively. 

Of the total estimated purchase price, $0.7 million has been allocated to net tangible assets acquired, and $0.9 million has been allocated to definite-lived
intangible assets acquired. Definite-lived intangible assets of $0.9 million consist of the value assigned to AdXpose’s developed technology of $0.7 million,
customer relationships of $0.1 million, and the trade name of $0.1 million. The definite-lived intangible assets will be amortized on a straight-line basis over their
respective useful lives of 5 years, 3 years, and one and a half years, respectively. The amortization associated with these definite-lived intangible assets is not
deductible for tax purposes.

The definite-lived intangible assets acquired will result in approximately the following annual amortization expense (in thousands):
 

2011   $103  
2012    248  
2013    191  
2014    165  
2015    138  
Thereafter    80  

    
 

  $925  
    

 

Of the total estimated purchase price, approximately $16.7 million has been allocated to goodwill and is not deductible for tax purposes. Goodwill
represents factors including expected synergies from combining operations and is the excess of the purchase price of an acquired business over the fair value of
the net tangible and intangible assets acquired. Goodwill will not be amortized but instead will be tested for impairment at least annually (more frequently if
indicators of impairment arise). In the event that management determines that the goodwill has become impaired, the Company will incur an accounting charge
for the amount of the impairment during the fiscal quarter in which the determination is made.
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Note 3. Pro Forma Adjustments

Pro forma adjustments are made to reflect the estimated purchase price, to adjust amounts related to AdXpose’s net tangible and intangible assets to a
preliminary estimate of the fair values of those assets, to reflect the amortization expense related to the intangible assets, to reflect stock based compensation
associated with new awards and to reclassify certain financial statement amounts to conform to comScore’s financial statement presentation.

The specific pro forma adjustments included in the unaudited pro forma consolidated financial statements are as follows:
 

 a) To reflect cash payments made to AdXpose shareholders ($4.4 million) in connection with the Acquisition.
 

 b) Adjustments to reflect the assets acquired and liabilities assumed in connection with the Acquisition at fair value.
 

 c) To eliminate intercompany assets and liabilities between comScore and AdXpose.
 

 
d) To reflect the fair value of the developed technology, which is $0.7 million; the fair value of customer relationships, which is $0.1 million; and the

fair value of the trade name, which is $0.1 million acquired in the Acquisition.
 

 
e) To reflect the fair value of the goodwill based upon the purchase price less the fair value of net tangible and intangible assets acquired as a result of

the Acquisition.
 

 f) To reflect deferred tax liabilities associated with the acquired intangible assets as a result of the Acquisition.
 

 g) To reflect deferred tax assets associated with acquired net operating loss carryforwards as a result of the Acquisition.
 

 h) To eliminate AdXpose’s preferred stock, additional paid in capital and accumulated deficit in connection with the Acquisition.
 

 i) To reflect the 982,285 shares of comScore common stock issued in connection with the Acquisition ($15.0 million).
 

 j) To eliminate intercompany revenue and expenses between comScore and AdXpose.
 

 
k) To reflect stock based compensation expense associated with the granting of equity instruments to certain AdXpose employees at the time of the

Acquisition with a total fair value of $1.5 million.
 

 l) To reflect the amortization of intangible assets arising from the Acquisition.
 

 m) To reflect the effect of the Acquisition on the (provision) benefit for income taxes.

The unaudited pro forma consolidated financial statements do not include adjustments for liabilities related to business integration activities for the
Acquisition as management is in the process of assessing what, if any, future actions are necessary. However, liabilities ultimately may be recorded for costs
associated with business integration activities for the Acquisition and such liabilities will be expensed as incurred in the Company’s consolidated financial
statements.

comScore has not identified any material pre-Acquisition contingencies where the related asset, liability or impairment is probable and the amount of the
asset, liability or impairment can be reasonably estimated.

Note 4. Pro Forma Net Loss Per Common Share

The pro forma basic and diluted net loss per common share is based on the weighted average number of common shares of comScore’s common stock
outstanding during the period as adjusted to reflect the shares of common stock issued as consideration in the Acquisition. The diluted weighted average number
of common shares does not include outstanding stock options as their inclusion would be anti-dilutive.
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