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CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q, including the sections entitled Management s Discussion and Analysis of

Financial Condition and Results of Operations and Quantitative and Qualitative Disclosures About Market Risk under
Items 2 and 3, respectively, of Part I of this report, and the sections entitled Legal Proceedings,  Risk Factors, and

Unregistered Sales of Equity Securities and Use of Proceeds under Items 1, 1A and 2, respectively, of Part II of this
report, may contain forward-looking statements. These statements may relate to, but are not limited to, expectations of
future operating results or financial performance, capital expenditures, introduction of new products, regulatory
compliance, plans for growth and future operations, as well as assumptions relating to the foregoing. Forward-looking
statements are inherently subject to risks and uncertainties, some of which cannot be predicted or quantified. These
risks and other factors include, but are not limited to, those listed under the section entitled Risk Factors in Item 1A of
Part II of this Quarterly Report on Form 10-Q. In some cases, you can identify forward-looking statements by
terminology such as may, will, should, could, expect, plan, anticipate, believe, estimate, predict,

continue, seek or the negative of these terms or other comparable terminology. These statements are only predictions.
Actual events and/or results may differ materially.

We believe that it is important to communicate our future expectations to our investors. However, there may be

events in the future that we are not able to accurately predict or control and that may cause our actual results to differ
materially from the expectations we describe in our forward-looking statements. Except as required by applicable law,
including the securities laws of the United States and the rules and regulations of the Securities and Exchange
Commission, or SEC, we do not plan to publicly update or revise any forward-looking statements, whether as a result
of any new information, future events or otherwise, other than through the filing of periodic reports in accordance
with the Securities Exchange Act of 1934, as amended. Investors and potential investors should not place undue
reliance on our forward-looking statements. Before you invest in our common stock, you should be aware that the
occurrence of any of the events described in the Risk Factors section and elsewhere in this Quarterly Report on Form
10-Q could harm our business, prospects, operating results and financial condition. Although we believe that the
expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of

activity, performance or achievements.
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Item 1. Financial Statements

Assets

Current assets:

Cash and cash equivalents
Short-term investments

Accounts receivable, net of allowances of $572 and $479, respectively
Prepaid expenses and other current assets

Deferred tax asset

Total current assets
Long-term investments
Property and equipment, net
Other non-current assets
Long-term deferred tax asset
Intangible assets, net
Goodwill

Total assets

Liabilities and stockholders equity
Current liabilities:

Accounts payable

Accrued expenses

Deferred revenues

Deferred rent

Capital lease obligations

Total current liabilities
Deferred rent, long-term

Deferred revenues, long-term
Capital lease obligations, long-term

PART I. FINANCIAL INFORMATION

COMSCORE, INC.
CONSOLIDATED BALANCE SHEETS

September
30,
2009
(Unaudited)

December
31,
2008

(In thousands, except share and

share data)

$ 44,976
38,979
26,799

2,420
12,957

126,131
2,861
17,457
191
9,034
7,981
40,146

$ 203,801

$ 1,725
6,439

41,122

1,221

607

51,114
8,420

242
766

34,297
37,164
29,947

1,871
13,304

116,583
3,497
17,697
131
13,736
8,805
39,114

199,563

1,755
9,432
42,779
1,049
977

55,992

8,691
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Total liabilities

Commitments and contingencies

Stockholders equity:

Preferred stock, $0.001 par value per share; 5,000,000 shares authorized at
September 30, 2009 and December 31, 2008; no shares issued or
outstanding at September 30, 2009 and December 31, 2008

Common stock, $0.001 par value per share; 100,000,000 shares authorized
at September 30, 2009 and December 31, 2008; 30,715,852 and 29,294,535
shares issued at September 30, 2009 and December 31, 2008, respectively;
30,277,008 and 29,130,140 shares outstanding at September 30, 2009 and
December 31, 2008, respectively

Treasury stock, 438,844 and 164,395 shares at cost, at September 30, 2009
and December 31, 2008, respectively

Additional paid-in capital

Accumulated other comprehensive loss

Accumulated deficit

Total stockholders equity

Total liabilities and stockholders equity $

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

4

60,542

30
(2,735)
199,443

(231)
(53,248)

143,259

203,801

64,683

29
(1,265)
192,612

(842)
(55,654)

134,880

199,563
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COMSCORE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
(Unaudited)
(In thousands, except share and per share data)
Revenues $ 31,916 $ 30,661 $ 93,915 $ 85,781
Cost of revenues (excludes amortization of intangible assets
resulting from acquisitions shown below) (1) 9,455 9,412 29,186 24,286
Selling and marketing (1) 10,241 10,659 31,057 29,120
Research and development (1) 4,677 4,131 13,210 10,838
General and administrative (1) 4,353 4,266 12,874 12,596
Amortization of intangible assets resulting from acquisitions 385 346 1,032 475
Total expenses from operations 29,111 28,814 87,359 77,315
Income from operations 2,805 1,847 6,556 8,466
Interest and other income , net 39 267 348 1,578
(Loss) gain from foreign currency (71) 123 (53) (18)
Impairment of marketable securities (455) (841)
Income before income taxes 2,773 1,782 6,851 9,185
Provision for income taxes (1,828) (1,207) (4,445) (4,368)
Net income $ 945 $ 575 $ 2,406 $ 4,817
Net income available to common stockholders per
common share:
Basic $ 0.03 $ 0.02 $ 0.08 $ 0.17
Diluted $ 0.03 $ 0.02 $ 0.08 $ 0.16
Weighted-average number of shares used in per share
calculation common stock:
Basic 30,204,147 28,878,494 29,914,460 28,576,651
Diluted 31,157,222 30,389,519 30,879,072 30,215,920
Net income available to common stockholders per
common share subject to put:
Basic $ $ $ $ 0.17
Diluted $ $ $ $ 0.16
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Weighted-average number of shares used in per share
calculation common share subject to put:

Basic

Diluted

(1) Amortization of stock-based compensation is included in the line items above as follows

Cost of revenues

Selling and marketing
Research and development
General and administrative

Comprehensive income:

Net income

Other comprehensive income:

Foreign currency cumulative translation adjustment
Unrealized (loss) gain on marketable securities, net of tax
effect of $14 and $49 for the three and nine months ended
September 30, 2009

Total comprehensive income

$

$

$

277 $
1,234

285

755

945 §

(131)

(23)

791 $

265 %
797
225
617

575 %

(207)

371

739 $

925 §
3,573

829
2,056

2,406 $

689

(78)

3,017 $

The accompanying notes are an integral part of these consolidated financial statements.
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46,037
46,037

610
1,823
507
1,697

4,817

(256)

270

4,831
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COMSCORE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended September
30,
2009 2008
(Unaudited)
(In thousands)
Operating activities:

Net income $ 2,406 $ 423817

Adjustments to reconcile net income to net cash provided by operating

activities:

Depreciation 4,924 3,596

Amortization of intangible assets resulting from acquisitions 1,032 472

Provision for bad debts and sales allowances 271 379

Stock- based compensation 7,377 4,642

Amortization of deferred rent (432) (70)
Deferred tax provision 4,188 3,845

Impairment of marketable securities 841

Loss on asset disposal 108

Changes in operating assets and liabilities:

Accounts receivable 3,177 (518)
Prepaid expenses and other current assets 21 (298)
Other non-current assets (55) 105

Accounts payable, accrued expenses and other liabilities (3,482) (1,558)
Deferred revenues (1,868) 2,618

Deferred rent 331 9,366

Net cash provided by operating activities 17,998 28,237

Investing activities:

Acquisition, net of cash acquired (44,543)
Recovery of restricted cash 1,385

Purchase of investments (41,503) (71,844)
Sales and maturities of investments 40,197 73,522

Purchases of property and equipment (4,826) (13,587)
Net cash used in investing activities (6,132) (55,067)
Financing activities:

Proceeds from exercise of common stock options and warrants 412 879

Repurchase of common stock (1,470) (1,238)
Principal payments on capital lease obligations (725) (669)
Net cash used in financing activities (1,783) (1,028)
Effect of the exchange rate changes on cash 596 (619)
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Net increase (decrease) in cash and cash equivalents 10,679 (28,477)
Cash and cash equivalents at beginning of period 34,297 68,368
Cash and cash equivalents at end of period $ 44,976 $ 39,891

The accompanying notes are an integral part of these consolidated financial statements.
6
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COMSCORE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
1. Organization

comScore, Inc. (the Company ), a Delaware corporation incorporated in August 1999, provides a digital marketing
intelligence platform that helps customers make better-informed business decisions and implement more effective
digital business strategies. The Company s products and solutions offer customers insights into consumer behavior,
including objective, detailed information regarding usage of their online properties and those of their competitors,
coupled with information on consumer demographic characteristics, attitudes, lifestyles and offline behavior.

The Company s digital marketing intelligence platform is comprised of proprietary databases and a computational
infrastructure that measures, analyzes and reports on digital activity. The foundation of the platform is data collected
from a panel of more than two million Internet users worldwide who have granted to the Company explicit permission
to confidentially measure their Internet usage patterns, online and certain offline buying behavior and other activities.
For measuring and reporting online audiences, comScore also supplements panel information with Web site server
metrics in order to account for 100 percent of a Web site s audience. By applying advanced statistical methodologies to
the panel data, the Company projects consumers online behavior for the total online population and a wide variety of
user categories.

On May 28, 2008, the Company acquired the outstanding stock of M:Metrics, Inc. ( M:Metrics ), a provider of
marketing and media intelligence for the mobile medium in the United States and internationally, to expand its
abilities to provide its customers a more robust solution for the mobile medium.

2. Summary of Significant Accounting Policies
Basis of Presentation and Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiaries. All significant intercompany transactions and accounts have been eliminated upon consolidation. The
Company consolidates investments where it has a controlling financial interest. The usual condition for controlling
financial interest is ownership of a majority of the voting interest and, therefore, as a general rule, ownership, directly
or indirectly, of more than 50% of the outstanding voting shares is a condition indicating consolidation. For
investments in variable interest entities, the Company would consolidate when it is determined to be the primary
beneficiary of a variable interest entity. The Company does not have any variable interest entities.

Unaudited Interim Financial Information

The condensed consolidated financial statements included in this quarterly report on Form 10-Q have been
prepared by the Company without audit, pursuant to the rules and regulations of the Securities and Exchange
Commission (the SEC ). Certain information and footnote disclosures normally included in consolidated 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 contained in
this quarterly report comply with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as
amended, for a quarterly report on Form 10-Q and are adequate to make the information presented not misleading.
The condensed consolidated financial statements included herein, reflect all adjustments (consisting of normal
recurring adjustments) which are, in the opinion of management, necessary for a fair presentation of the financial
position, results of operations and cash flows for the interim periods presented. These condensed consolidated
financial statements should be read in conjunction with the consolidated financial statements and notes thereto
contained in the Company s Annual Report on Form 10-K for the year ended December 31, 2008, filed March 16,
2009 with the SEC. The results of operations for the three and nine months ended September 30, 2009 are not
necessarily indicative of the results to be anticipated for the entire year ending December 31, 2009 or thereafter. All
references to September 30, 2009 and 2008 or to the three or nine months ended September 30, 2009 and 2008 in the
notes to the consolidated financial statements are unaudited.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the
reported amounts of revenue and expense during the reporting periods. Significant estimates and assumptions are

11
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inherent in the analysis and the measurement of deferred tax assets, the identification and quantification of income tax
liabilities due to uncertain tax positions, valuation of marketable securities, recoverability of intangible assets, other
long-lived assets and goodwill, and the determination of the allowance for doubtful accounts. The Company bases its
estimates on historical experience and assumptions that it believes are reasonable. Actual results could differ from
those estimates.

Fair Value Measurements

The Company adopted new guidance which establishes fair value measurements and disclosures on January 1,
2008, with respect to its financial assets and liabilities, and on January 1, 2009, with respect to its nonfinancial assets
and nonfinancial liabilities that are recognized and disclosed at fair value on a nonrecurring basis.

Fair value is an exit price, representing the amount that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants. As such, fair value is a market-based measurement that
should be determined based on assumptions that market

7
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COMSCORE, INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (continued)
participants would use in pricing an asset or liability. As a basis for considering such assumptions, the Company
applies the three-tier value hierarchy which prioritizes the inputs used in measuring fair value as follows:

Level 1 observable inputs such as quoted prices in active markets;

Level 2 inputs other than the quoted prices in active markets that are observable either directly or indirectly;

Level 3 unobservable inputs of which there is little or no market data, which require the Company to develop its own
assumptions.

This hierarchy requires the Company to use observable market data, when available, and to minimize the use of
unobservable inputs when determining fair value. On a recurring basis, the Company measures its marketable
securities at fair value and determines the appropriate classification level for each reporting period. The Company is
required to use significant judgments to make this determination.

The Company s investment instruments are classified within Level 1 or Level 3 of the fair value hierarchy. Level 1
investment instruments are valued using quoted market prices. Level 3 instruments are valued using valuation models,
primarily discounted cash flow analyses. The types of instruments valued based on quoted market prices in active
markets include all U.S. government and agency securities. Such instruments are generally classified within Level 1 of
the fair value hierarchy. The types of instruments valued based on significant unobservable inputs include certain
illiquid auction rate securities. Such instruments are classified within Level 3 of the fair value hierarchy (see Note 4).

Cash equivalents, investments, accounts receivable, accounts payable, accrued expenses and capital lease
obligations reported in the consolidated balance sheets equal or approximate their respective fair values.

Cash and Cash Equivalents and Investments

Cash and cash equivalents consist of highly liquid investments with an original maturity of three months or less at
the time of purchase. Cash and cash equivalents consist primarily of bank deposit accounts and certificates of deposit.

Investments, which consist principally of U.S. treasury bills, U.S. treasury notes and auction rate securities, are
stated at fair value. These securities are accounted for as available-for-sale securities. Unrealized holding gains and
losses for available-for-sale securities are excluded from earnings and reported as a net amount in a separate
component of stockholders equity until realized. Realized gains and losses on available-for-sale securities are included
in interest income. Interest and dividends on securities classified as available-for-sale are included in interest income.
The Company uses the specific identification method to compute realized gains and losses on its investments.
Realized gains and losses for the three and nine months ended September 30, 2009 and 2008 were not material.

As of April 1, 2009, the Company modified its methodology for recognition and measurement of impairment for
debt securities. The two principal changes to the impairment model for securities are as follows:

An other-than-temporary impairment charge for debt securities in an unrealized loss position or impaired is
recognized if any of these conditions are met: (1) the Company does not expect to recover the entire amortized
cost basis of the security, (2) the Company intends to sell the security or (3) it is more likely than not that the
Company will be required to sell the security before it recovers its amortized cost basis.

If the first condition above is met, but the Company does not intend to sell and it is not more likely than not
that the Company will be required to sell the security before recovery of its amortized cost basis, the Company
records the difference between the security s amortized cost basis and its recoverable amount (representing the
credit loss) in earnings and the difference between the security s recoverable amount and fair value in other
comprehensive income. If either the second or third criteria are met, then the Company recognizes the entire
difference between the security s amortized cost basis and its fair value in earnings.
The Company concluded that its auction rate securities fall within the second and third criteria above. All previously
recorded impairments to auction rate securities were deemed other-than-temporary and were recognized in earnings.
In prior periods, the intent and ability of the Company to hold the security until the market value recovered was a
critical factor in determining whether any declines in the fair value of investments was other-than-temporary. Declines
in value below cost for investments where it was considered probable that all contractual terms of the investment
would be satisfied, due primarily to changes in market demand, and not because of increased credit risk, and where the
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Company intended and had the ability to hold the investment for a period of time sufficient to allow a market
recovery, were not assumed to be other-than-temporary.

Interest income on investments was $140,000 and $295,000 for the three months ended September 30, 2009 and
2008, respectively, and $484,000 and $1.7 million for the nine months ended September 30, 2009 and 2008,
respectively.

Accounts Receivable

Accounts receivable are recorded at the invoiced amount and are non-interest bearing. The Company generally
grants uncollateralized credit terms to its customers and maintains an allowance for doubtful accounts to reserve for
potentially uncollectible receivables. Allowances are based on management s judgment, which considers historical
experience and specific knowledge of accounts where collectability may not be probable. The Company makes
provisions based on historical bad debt experience, a specific review of all significant outstanding invoices and an
assessment of general economic conditions. If the financial condition of a customer deteriorates, resulting in an
impairment of its ability to make payments, additional allowances may be required.

8
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COMSCORE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Property and Equipment

Property and equipment is stated at cost, net of accumulated depreciation. Property and equipment is depreciated
on a straight-line basis over the estimated useful lives of the assets, ranging from three to five years. Assets under
capital leases are recorded at their net present value at the inception of the lease and are included in the appropriate
asset category. Assets under capital leases and leasehold improvements are amortized over the shorter of the related
lease terms or their useful lives. Replacements and major improvements are capitalized; maintenance and repairs are
charged to expense as incurred. Amortization of assets under capital leases is included within the expense category on
the Statement of Operations in which the asset is deployed.

Goodwill and Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of identifiable assets acquired and
liabilities assumed when other businesses are acquired. The allocation of the purchase price to intangible assets and
goodwill involves the extensive use of management s estimates and assumptions, and the result of the allocation
process can have a significant impact on future operating results. The Company estimates the fair value of identifiable
intangible assets acquired using several different valuation approaches, including the replacement cost, income and
market approaches. The replacement cost approach is based on determining the discrete cost of replacing or
reproducing a specific asset. The Company generally uses the replacement cost approach for estimating the value of
acquired technology/methodology assets. The income approach converts the anticipated economic benefits that the
Company assumes will be realized from a given asset into value. Under this approach, value is measured as the
present worth of anticipated future net cash flows generated by an asset. The Company generally uses the income
approach to value customer relationship assets and non-compete agreements. The market approach compares the
acquired asset to similar assets that have been sold. The Company generally uses the market approach to value
trademarks and brand assets.

Intangible assets with finite lives are amortized over their useful lives while goodwill is not amortized but is
evaluated for potential impairment at least annually by comparing the fair value of a reporting unit to its carrying
value including goodwill recorded by the reporting unit. If the carrying value exceeds the fair value, impairment is
measured by comparing the implied fair value of the goodwill to its carrying value, and any impairment determined is
recorded in the current period. All of the Company s goodwill is associated with one reporting unit. Accordingly, on an
annual basis the Company performs the impairment assessment for goodwill at the enterprise level. The Company
completed its annual impairment analysis as of October 1st for 2008 and determined that there was no impairment of
goodwill. There have been no indicators of impairment suggesting that an interim assessment was necessary for
goodwill since the October 1, 2008 test.

Intangible assets with finite lives are amortized using the straight-line method over the following useful lives:

Useful Lives
(Years)
Acquired methodologies/technology 5to7
Customer relationships 7
Panel 7
Intellectual property 10

Impairment of Long-Lived Assets

The Company s long-lived assets primarily consist of property and equipment and intangible assets. The Company
evaluates the recoverability of its long-lived assets for impairment whenever events or changes in circumstances
indicate the carrying value of such assets may not be recoverable. If an indication of impairment is present, the
Company compares the estimated undiscounted future cash flows to be generated by the asset to its carrying amount.
Recoverability measurement and estimation of undiscounted cash flows are grouped at the lowest level for which
identifiable cash flows are largely independent of the cash flows of other assets and liabilities. If the undiscounted
future cash flows are less than the carrying amount of the asset, the Company records an impairment loss equal to the

15



Edgar Filing: COMSCORE, INC. - Form 10-Q

excess of the asset s carrying amount over its fair value. The fair value is determined based on valuation techniques
such as a comparison to fair values of similar assets or using a discounted cash flow analysis. Although the Company
believes that the carrying values of its long-lived assets are appropriately stated, changes in strategy or market
conditions or significant technological developments could significantly impact these judgments and require
adjustments to recorded asset balances. There were no impairment charges recognized during the three and nine
months ended September 30, 2009 or 2008.
Lease Accounting

The Company leases its facilities and accounts for those leases as operating leases. For facility leases that contain
rent escalations or rent concession provisions, the Company records the total rent payable during the lease term on a
straight-line basis over the term of the lease. The Company records the difference between the rent paid and the
straight-line rent as a deferred rent liability in the accompanying consolidated balance sheets. Leasehold
improvements funded by landlord incentives or allowances are recorded as leasehold improvement assets and a
deferred rent liability which is amortized as a reduction of rent expense over the term of the lease.

9
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COMSCORE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Foreign Currency Translation

The functional currency of the Company s foreign subsidiaries is the local currency. All assets and liabilities are
translated at the current exchange rate as of the end of the period, and revenues and expenses are translated at average
exchange rates in effect during the period. The gain or loss resulting from the process of translating foreign currency
financial statements into U.S. dollars is reflected as foreign currency cumulative translation adjustment and reported
as a component of Other comprehensive income.

The Company incurred foreign currency transaction losses of $71,000 and $53,000 for the three and nine months
ended September 30, 2009, respectively, realized a gain of $123,000 for the three months ended September 30, 2008
and incurred a loss of $18,000 for the nine months ended September 30, 2008. These gains and losses are the result of
transactions denominated in currencies other than the functional currency of the Company s foreign subsidiaries.
Revenue Recognition

The Company recognizes revenues when the following fundamental criteria are met: (i) persuasive evidence of an
arrangement exists, (ii) delivery has occurred or the services have been rendered, (iii) the fee is fixed or determinable
and (iv) collection of the resulting receivable is reasonably assured.

The Company generates revenues by providing access to the Company s online database or delivering information
obtained from the database, usually in the form of periodic reports. Revenues are typically recognized on a
straight-line basis over the period in which access to data or reports are provided, which generally ranges from three to
24 months.

Revenues are also generated through survey services under contracts ranging in term from two months to one year.
Survey services consist of survey and questionnaire design with subsequent data collection, analysis and reporting.
Revenues are recognized on a straight-line basis over the estimated data collection period once the survey or
questionnaire has been delivered. Any change in the estimated data collection period results in an adjustment to
revenues recognized in future periods.

Certain of the Company s arrangements contain multiple elements, consisting of the various services the Company
offers. Multiple element arrangements typically consist of a subscription to the Company s online database combined
with customized services. The Company has determined that there is not objective and reliable evidence of fair value
for any of its services and, therefore, accounts for all elements in multiple elements arrangements as a single unit of
accounting. Access to data under the subscription element is generally provided shortly after the execution of the
contract. However, the initial delivery of customized services generally occurs subsequent to contract execution. The
Company recognizes the entire arrangement fee over the performance period of the last deliverable. As a result, the
total arrangement fee is recognized on a straight-line basis over the period beginning with the commencement of the
last customized service delivered.

Generally, contracts are non-refundable and non-cancelable. In the event a portion of a contract is refundable,
revenue recognition is delayed until the refund provisions lapse. A limited number of customers have the right to
cancel their contracts by providing a written notice of cancellation. In the event that a customer cancels its contract,
the customer is not entitled to a refund for prior services, and will be charged for costs incurred plus services
performed up to the cancellation date.

Advance payments are recorded as deferred revenues until services are delivered or obligations are met and
revenue can be recognized. Deferred revenues represent the excess of amounts invoiced over amounts recognized as
revenues.

Stock-Based Compensation

The Company measures and recognizes compensation expense for share-based awards based on the estimated fair
value on the date of grant. The Company estimates the fair value of each option award on the date of the grant using
the Black-Scholes option-pricing model. This model is affected by the Company s stock price as well as estimates
regarding a number of variables including expected stock price volatility over the term of the award and projected
employee stock option exercise behaviors. The fair value of the restricted stock awards is determined based on the
quoted market price of the Company s common stock on the grant date. For stock-based awards subject to graded
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vesting, the Company has utilized the straight-line ratable method for allocating compensation cost by period. The
Company recorded stock-based compensation expense of $2.6 million and $7.4 million for the three and nine months
ended September 30, 2009, respectively, and $1.9 million and $4.6 million for the three and nine months ended
September 30, 2008, respectively. As of September 30, 2009, there was an accrual for $1.3 million included in
stock-based compensation expense for compensation earned during the nine months ended September 30, 2009. This
accrual will be settled with shares of restricted stock to be granted in 2010. As of December 31, 2008, there was an
accrual for $369,000 for compensation earned during 2008 that was settled with shares of restricted stock granted in
February 2009.

Income Taxes

Income taxes are accounted for using the asset and liability method. Deferred income taxes are provided for
temporary differences in recognizing certain income, expense and credit items for financial reporting purposes and tax
reporting purposes. Such deferred income taxes primarily relate to the difference between the tax bases of assets and
liabilities and their financial reporting amounts. Deferred tax assets and liabilities are measured by applying enacted
statutory tax rates applicable to the future years in which deferred tax assets or liabilities are expected to be settled or
realized.

For certain tax positions the Company uses a more-likely-than not recognition threshold based on the technical
merits of the tax position taken. Tax positions that meet the more-likely-than-not recognition threshold are measured
as the largest amount of tax benefits determined on a cumulative probability basis, which are more likely than not to
be realized upon ultimate settlement in the financial statements. The Company s policy is to recognize interest and
penalties related to income tax matters in income tax expense.
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COMSCORE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (continued)

Earnings Per Share

Prior to April 2008, the Company s capital structure included classes of common stock with different dividend
rates. Therefore, the Company applied the two-class method of calculating earnings per share. In addition to the
Company s common stock, prior to April 2008, the Company had Common Stock Subject to Put outstanding that was
issued in connection with certain acquisitions. However, the additional contractual rights of such Common Stock
Subject to Put lapsed unexercised in April 2008, and such Common Stock Subject to Put was reallocated as common
stock following such time. Prior to the lapse of the contractual rights, the Company calculated earnings per share for
its common stock and its Common Stock Subject to Put using a method akin to the two-class method. Undistributed
earnings were allocated to holders of common stock and Common Stock Subject to Put on a pro rata basis. Total
earnings allocated to each class of common stock were then divided by the weighted-average number of shares
outstanding for each class of common stock to determine basic earnings per share. Diluted earnings per share for
common stock reflects the potential dilution that could result if securities or other contracts to issue common stock
were exercised or converted into common stock. Diluted earnings per share assumes the exercise of stock options and
warrants using the treasury stock method.

The following table sets forth the computation of basic and diluted earnings per share:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
(Unaudited)
(In thousands, except share and per share data)
Net income $ 945 $ 575 $ 2,406 $ 4,817
Weighted-average shares
outstanding-common stock, basic 30,204,147 28,878,494 29,914,460 28,576,651
Dilutive effect of
Options to purchase common stock 909,355 1,472,250 928,637 1,594,798
Unvested shares of restricted stock units 32,787 19,187 28,313 24,335
Warrants to purchase common stock 10,933 19,588 7,662 20,136
Weighted-average shares
outstanding-common stock, diluted 31,157,222 30,389,519 30,879,072 30,215,920
Net income per share-common stock:
Basic $ 0.03 $ 0.02 $ 0.08 $ 0.17
Diluted $ 0.03 $ 0.02 $ 0.08 $ 0.16
Weighted-average number of shares used in
per share calculation
common share subject to put:
Basic 46,037
Diluted 46,037
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Net income available to common
stockholders per common share subject to

put:
Basic $ $ $ $ 0.17
Diluted $ $ $ $ 0.16

The following is a summary of common stock equivalents for the securities outstanding during the respective
periods that have been excluded from the earnings per share calculations as their impact was anti-dilutive.

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
(Unaudited)
Stock options and restricted stock units 50,518 93,141 97,235 52,432
Common stock warrants 2,000 2,000 2,000 2,000

Recent Pronouncements

In September 2009, the Financial Accounting Standards Board ( FASB ) issued Accounting Standards Update
( ASU ) 2009-13, Multiple-Deliverable Revenue Arrangements ( ASU 2009-13 ), which amends the revenue guidance
under Subtopic 605-25, Multiple Element Arrangements. ASU 2009-13 addresses how to determine whether an
arrangement involving multiple deliverables contains more than one unit of accounting and how arrangement
consideration shall be measured and allocated to the separate units of accounting in the arrangement. ASU 2009-13 is
effective for periods beginning after December 15, 2009 with earlier adoption permitted. The Company is currently
evaluating the timing of its adoption of ASU 2009-13 and the impact that ASU 2009-13 will have on its consolidated
financial statements.
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COMSCORE, INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (continued)

In June 2009, the FASB issued ASU No. 2009-1, The FASB Accounting Standards Codification and the Hierarchy
of Generally Accepted Accounting Principles a replacement of FASB Statement No. 162 ( ASU 2009-1 ). This standard
establishes only two levels of U.S. GAAP, authoritative and nonauthoritative. The FASB Accounting Standards
Codification (the Codification ) will become the source of authoritative, nongovernmental GAAP, except for rules and
interpretive releases of the SEC, which are sources of authoritative GAAP for SEC registrants. All other
nongrandfathered, non-SEC accounting literature not included in the Codification will become nonauthoritative. This
standard is effective for financial statements for interim or annual reporting periods ending after September 15, 2009.
The Company began using the new guidelines and numbering system prescribed by the Codification when referring to
GAAP beginning in the period ended September 30, 2009. As the Codification was not intended to change or alter
existing GAAP, the adoption of ASU 2009-1 had no impact on the Company s consolidated financial statements.

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 141 (revised), Business
Combinations, which has since been included in the Codification as ASC Topic 805 ( ASC 805 ). ASC 805 is intended
to improve reporting by creating greater consistency in the accounting and financial reporting of business
combinations. ASC 805 requires that the acquiring entity in a business combination recognize all (and only) the assets
and liabilities assumed in the transaction, establishes the acquisition-date fair value as the measurement objective for
all assets acquired and liabilities assumed, and requires the acquirer to disclose to investors and other users all of the
information that they need to evaluate and understand the nature and financial effect of the business combination. In
addition, ASC 805 modifies the accounting for transaction and restructuring costs. ASC 805 is effective for business
combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning
on or after December 15, 2008. After the effective date of ASC 805, all changes to tax uncertainties and deferred tax
asset valuation allowances established in business combination accounting should be recognized in accordance with
ASC 805, generally as an adjustment to income tax expense. For the Company s acquisition of M:Metrics (see Note 3),
the effects of changes outside of the measurement period (or within the measurement period if the changes result from
new information about facts that arose after the acquisition date) to deferred tax asset valuation allowances established
in acquisition accounting will be recognized directly as an adjustment to income tax expense. The adoption of ASC
805 did not have a material impact on the Company s consolidated results of operation or financial position with
respect to its previous acquisition of M:Metrics.

3. Acquisition

On May 28, 2008, comScore completed its merger with M:Metrics, a provider of marketing and media intelligence
for the mobile medium in the United States and internationally, pursuant to the Agreement and Plan of Merger dated
May 28, 2008, (the Merger ). Pursuant to the Agreement and Plan of Merger, the Company acquired all the
outstanding common stock of M:Metrics in a cash transaction for approximately $46.0 million. The total purchase
price of $46.0 million is comprised of $44.3 million in cash consideration, $1.2 million in expenses paid on behalf of
M:Metrics and estimated acquisition related transaction costs of approximately $480,000.

Acquisition-related transaction costs include legal and accounting fees, and other external costs directly related to
the Merger. In connection with the Merger, the Company exchanged the unvested options for M:Metrics common
stock for options for the purchase of 51,908 shares of comScore common stock. In addition, $5.0 million of comScore
restricted common stock was reserved for issuance pursuant to the Merger and $4.72 million was issued to certain
former M:Metrics employees that continued as employees of comScore as of June 30, 2008. The estimated fair value
of these options and restricted stock is being recognized as compensation expense for post merger services. The
Company has included the financial results of M:Metrics in its consolidated financial statements since May 28, 2008,
the date of acquisition.

