
Lance J.M. Steinhart, P.C. 
Attomey At Law 

1720 Windward Concourse 
Suite 115 

Alpharetta, Georgia 30005 
I I -H ISZ-TP-ACE: 

Also Admitted in New York Telephone: (770) 232-9200 
and Maryland Facsimile: (770) 232-9208 

Email: lsteinhart@telecomcounsel.com 

June 29, 2011 

VIA OVERNIGHT DELIVERY 

Renee J. Jenkins 
Director of Administration 
Public Utilities Commission of Ohio 
180 E. Broad St. 
Columbus, OH 43215-3793 
(614)466-3016 

Re: Crexendo Business Solutions, Inc. 
CLEC & CTS - ACE Certification 

DearMs. Jenkins: 

Enclosed please find for filing an original and seven (7) copies of Crexendo Business Solutions, Inc.'s 
Telecommunications Filing Form, Telecommunications Supplemental Application Form for Carrier Certification 
and Telecommunications Retail Service Offering Form for Non-BLES Carriers. 

I have also enclosed an extra copy of this letter to be date stamped and retumed to me in the enclosed^ self-
addressed, postage prepaid envelope. 

If you have any questions, or if I may provide you with additional information, please do not hesitate to 
contact me. Thank you. 

Respectfu 

J.M. Steinhart 
fomey for Crexendo Business Solutions, Inc. ^ 

cc: JeffKom 
Enclosures ^̂  '̂ * ^̂  
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The Public Utilities Commission of Ohio 
TELECOMMUNICATIONS FILING FORM 

(Effective: 01/20/2011) 
This form is intended to be used with most types of required fihngs. It provides check boxes with rule references for the most common types of filings. It does 

not replace or supersede Commission rules in any way. 

In the Matter of the Application of Crexendo Business ) 
Solutions, Inc. ) 
To Provide Competitive Facilities-Based ) 
and Resold Local and Interexchange Services throughout the ) 
State of Ohio 

TRF Docket No, 90-

CaseNo. [J - ifl5B-TP 4 f i C 
NOTE; Unless you have reserved a Case #, leave the "Case No" fields 
BLANK, 

Name of Registrant(s) Crexendo Business Solutions, Inc. 
DBA(s) of Registrant(s) 
Address of Registrant(s) 1615 South 52nd Street, Tempe, Arizona 85281 
Company Web Address www.crexendo.com 
Regulatory Contact Person(s) JeffKom, Chief Legal Officer Phone (801) 227-0004 
Regulatory Contact Person's Email Address ikom@storesonlinexom 
Contact Person for Annual Report JeffKom, Chief Legal Officer 
Address (if different from above) 

Consumer Contact Information Patricia Creviston, Customer Support Manager 
Address (if different from above) 

Fax (801)426-6712 

Phone (801) 227-0004 

Phone (866) 621-6111 

Motion for protective order included with filing? • Yes ^ No 
Motion for waiver(s) filed affecting this case? O Yes ^ No [Note: Waivers may toll any automatic timeframe.] 

Notes: 
Section I and II are Pursuant to Chapter 4901:1-6 OAC 
Section III - Carrier to Carrier is Pursuant to 4901:1-7 OAC, and Wireless is Pursuant to 4901:1-6-24 OAC. 
Section TV - Attestation 

(1) Indicate the Carrier Type and the reason for submitting this form by checking the boxes below. 

(2) For requirements for various applications, see the identified section of Ohio Administrative Code Section 4901 
and/or the supplemental application form noted. 

(3) Information regarding the number of copies required by the Commission may be obtained from the Commission's 
web site at www.puco.ohio,gov under the docketing information system section, by calling the docketing division 
at 14-466-4095, or by visiting the docketing division at the offices of the Commission. 

(4) An Incumbent Local Exchange Carrier (ILEC) offering basic local exchange service (BLES) outside its fraditional 
service area should choose CLEC designation when proposing to offer BLES outside its traditional service area or 
when proposing to make changes to that service. 

All Filings that result in a change to one or more tariff pages require, at a minimum, the 
following exhibits. 
Exhibit 

A 
B 

C 

D 

Description: 
The tariff pages subject to the proposed change(s) as they exist before the change(s) 
The Tariff pages subject to the proposed change(s), reflecting the change, with the change(s) 
marked in the right margbi. 
A short description of the nature of the change(s), the intent of the change(s), and the 
customers affected. 
A copy of the notice provided to customers, along with an affidavit that the notice was 
provided according to the applicable rule(s). 
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Section 1 - Part I - Common Filings 

Carrier Type 
LJ Other (explain below) 

Change terms & conditions of 
existing BLES 

Introduce non-recurring charge, 
surcharge, or fee to BLES 

Infroduce or Increase Late Payment 

Revisions to BLES Cap. 

Introduce BLES or expand local 
service area (calling area) 

Nofice of no obligation to construct 
facilities and provide BLES 

Change BLES Rates 

To obtain BLES pricing flexibility 

Change in boundary 

Expand service operation area 

BLES withdrawal 

Other* (explain) 

• For Profit 
ILEC 
• ATA 1-6-
}4(H} 
(Auto 30 days) 

n ATA 1-6-
14(1) 
(Auto 30 days) 
n ZTA 1-6-
14(F} 
(0 day Notice) 
D ZIAl -6-
14(H} 
(0 day Notice) 
D ZTA 1-6-
27(C) 
(0 day Notice) 
• TRF7-d-
i4(F) 
(0 day Notice) 
[ lBLS7-(5-/^ 
(Oinz) 
(Auto 30 days) 
D ACB 1-6-12 
(Auto 14 days) 

n Not For Profit 
ILEC 
n ATA l-6-i4(m 
(Auto 30 days) 

n ATA 1-6-140) 
(Auto 30 days) 

n ZTA l-6-14(U) 
(0 day Nofice) 

1 1 ZTA l-6-27(C} 
(0 day Notice) 

n TRF/-d-
14(F)(4) 
(0 day Nofice) 

U ACB ]-6-i2 
(Auto 14 days) 

n CLEC 

n ATA !-6-14(W 
(Auto 30 days) 

n ATA l-6-14(H) 
(Auto 30 days) 

n ATA 1-6-14(1) 
(Auto 30 days) 

n ZTA I-6-14(H) 
(0 day Notice) 

n TRF !-6-14(G> 
(0 day Notice) 

n TRF 1-6-08(01(0 dav) 
n ZTA l-6-25(B) 
(0 day Notice) 

Section I - Part II - Customer Notification Offerings Pursuant to Chapter 4901:1-6-7 OAC 

Type of Notice 

\ 3 15-day Notice 

D 30-day Notice 

Direct Mail 

D 

D 

Bill Insert 

D 

D 

Bill Notation 

D 

D 

Electronic Mail 

n 
a 

Date Notice Sent: 

Section I - Part IH - lOS Offerings Pursuant to Chapter 4901:1-6-22 OAC 

lOS 

n los 

Introduce New 

n 
Tariff Change 

• 
Price Change 

a 
Withdraw 

D 
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Section II - Pa r t I - Carr ier Certification - Pursuant to Chapter 4901:1-6-08,09 & 10 OAC 

Certification 

* See Supplemental 
form 

ILEC 
(Out of 

Territory) 

D ACE 1-6-
08 

* (Auto 30-
day) 

CLEC 

Kl ACE 1-
6-08 

*(Auto 30 
day) 

Carrier's 
Not 

Offering 
BLES 

• ACE 1-6-
08 

*(Auto 30 
day) 

CESTC 

D ACE 1-6-
10 

(Auto 30 
day) 

CETC 

n unci-6-09 
*(Non-Auto) 

*Supplemental Certification forms can be found on the Commission Web Page. 

Section II - Pa r t II - Certificate Status & Procedural 

Certificate Status 

Abandon all Services 

Change of Official Name * 

Change in Ownership * 

Merger * 

Transfer a Certificate * 

Transaction for transfer or lease 
ofproperty, plant or business * 

ILEC 

n ACN 1-6-29(8) 
(Auto 30 days) 
n ACO l-6-29(E) 
(Auto 30 days) 
n AMT l-6-29(E) 
(Auto 30 days) 
1 1 ATC 1-6-29(8} 
(Auto 30 days) 

n ATK 1-6-29(8) 
(Auto 30 days) 

CLEC 

n ABN 1-6-26 
(Auto 30 days) 
n ACN l-6-29(B) 
(Auto 30 days) 
n ACO 1-6-29(E) 
(Auto 30 days) 
n AMT l-6-29(E) 
(Auto 30 days) 
[ 1 ATC 1-6-29(8} 
(Auto 30 days) 

n ATK 1-6-29(8} 
(Auto 30 days) 

Carr ier ' s Not 
Offering BLES 

n ABN 1-6-26 
(Auto 30 days) 
n CIO F6-29(C) 
(0 day Notice) 
n CIO 1-6-29(0 
(0 day Notice) 
n CIO l-6-29(C} 
(0 day Nofice) 
n CIO l-6-29(C) 
(0 day Notice) 

n CIO l-6-29(C) 
(0 day Notice) 

* Other exhibits may be required under the applicable rule(s). ACN, ACO, AMT, ATC, 
ATR and CIO applications see the 4901:1-6-29 Filing Requirements on the Commission's 
Web Page for a complete list of exhibits. 

Section HI - Carr ier to Carr ier (Pursuant to 4901:1-7), and Wireless {Pursuant to 4901:1-6-24) 

Carr ier to Carr ier 
Intercormection agreement, or amendment 
to an approved agreement 

Request for Arbitration 

Introduce or change c-t-c service tariffs, 

Request raral carrier exemption, rural carrier 
suspension or modification 
Changes in rates, terms & conditions to Pole 
Attachment, Conduit Occupancy and 
Rights-of-Way. 

ILEC 
n NAG 1-7-07 
(Auto 90 day) 
D ARB 1-7-09 
(Non-Auto) 
n ATA 1-7-14 
(Auto 30 day) 
n UNCl-7-04or05 
(Non-Auto) 
D UNC 1-7-23(8) 
(Non-Auto) 

CLEC 
Ll NAG 1-7-07 
(Auto 90 day) 
D ARB 1-7-09 
(Non-Auto) 
n ATA 1-7-14 
(Auto 30 day) 

Wireless Providers See 4901:1 -6-24 
LJRCC 
[Registration & 
Change in 

DNAG 
[Interconnection Agreement or Amendment] 
(Auto 90 days) 
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Section IV. - Attestation 

Registrant hereby attests to its compliance with pertinent entries and orders issued by the Commission. 

AFFIDAVIT 
Compliance with Commission Rules 

I am an officer/agent of the applicant corporation, Crexendo Business Solutions, lac, and am authorized to make diJs statement on its 
behalf 

Please Check AI.L that apply: 

^ I attest that these tariffs comply with all applicable rules for the state of Ohio. I understand Ihal tariff notification filings do 
not imply Commission approval and that the Commission's rules as modified and clarified Irom time to time, supersede any 
contradictor)' provisions in our tariff We will fully comply with the rules oflhe stale of Ohio and understand that noncompliance 
can result in various penalties, including the suspension of our ccrtitlcate lo opt^rate within the slate of Ohio. 

[H 1 attest that customer notices accompanying this filing form were sent to affected customers, as specified in Section II, in 
accordance vvith Rule 4901:1-6-7, Ohio Administrative Code. 

I declare under penalty of perjury that the foregoing ts true and correct. 

Executed on I'l V ^ > \ t i . 20 J1 al 't«mpe, AttiCna 

CiVipfLei al Offi 

This affidavit is required for every tariff-affecting filing. Itfmapbe signed by co \ i s^ or an officer oflhe applicant, or an authorized agent 
of the applicant. 

VERIFICATION 

I, JeffKom verify that 1 have utilized the Telecommunications Filing I-'orm for most proceedings provided by the Commission and 
that all of the informati^i submitted here, and all additional information submitted in connection wilh this case, is true and correct 
to qbe best of my kndwlet^e, 

(Dale) ^fVji^; ; / .2011 

Verification is\eqiJred for every filing. It may be signed by counsel or an officer oflhe applicant, or an authorized agent oflhe applicant. 

Send your completed Application Form, including all required attachments as well as the required number of copies, to: 

Public UtiHties Commission of Ohio 
Attention: Docketing Division 

ISO East Broad Street, Columbus, OH 43215-3793 
Or 

Make such filing electronically as directed in Case No 06-900-AlJ-WVR 



Ttte PubUc Utilities Commission of Ohio 
TELECOMWIUNICATIONS SUPPLEMENTAL APPLICATION FORM 

for CARRIER CERTIFICATION 
(Effective: 09/19/2007) 

(Pursuant to Case Nos. 06-1344-TP-ORD and 06-1345-TP-ORD) 
NOTE: This SUPPLEMENTAL form must be used WITH the 

TELECOMMUNICATIONS APPLICATION FORM for ROUTINE PROCEEDINGS. 

In the Matter of the Application of Crexendo Business ) TRF Docket No. 90-
Solutions, Inc. ) CaseNo, _ - _ - T P -
To Provide Competitive Facilifies-Based ) 
and Resold Local and Interexchange Services throughout the ) 
State of Ohio 

Name of Registrant(s) Crexendo Business Solutions, Inc. 
DBA(s) of Registrant(s) 
Address of Registrant(s) 1615 South 52nd Street, Tempe, Arizona 85281 

Motion for protective order included with filing? Q Yes ^ No 
Motion for waiver(s) filed affecting this case? D Yes ^ No [Note: waiver(s) tolls any automatic timeframe] 

L i s t o f R e q u i r e d E x h i b i t s 

Tari f fs : ( I n c l u d e al l t h a t app ly) 

D interexchange Tariff D Local Tariff ,pearrier-t6-Carrier (Access) tarif f : 

D e s c r i p t i o n of S e r v i c e s H N O T E : Ail Facilities-Based; earners ;m^ ^ 

S Service provisioned via Resale JZl; Service prpvisJDned Via F^cilifi^s> = ^ Both R^old and Facilities-based J 

Kl Description of Proposed Sen/ices ^ Statement about the provision of ^ Description of the proposed 
CTS services market area 

^ Explanation of how the proposed ^ Description of the class of customers (e.g., residence, business) that the 
services in the proposed market applicant intends to serve 
area are in the public interest. 

B u s i n e s s R e q u i r e m e n t s 

Evidence of Registration with: ^ Ohio Department of Taxation ^ Ohio Secretary of State^ & 
Certificate of Good Standing 

pQcumentation attesting to the applicant's financial viability, including the following: 

^ An executive Summary describing the applicant's current financial condition, liquidity, and capital resources. Describe 
internally generated sources of cash and external funds available to support the applicant's operations that are the 
subject of this certification application^ 

^ Copy of financial statements (actual and pro forma income statement and a balance sheet). Indicate if financial 
statements are based on a certain geographical area(s) or information in other jurisdictions 

^ Documentation to support the applicant's cash and funding sources. 

Pocumentation attesting to the applicant 's managerial ability and corporate structure, including the following: 

^ Documentation attesting to the applicant's technical and managerial expertise relative to the proposed service 
offering(s) and proposed service area 

0 List of names, addresses, and phone numbers of officers and directors, or partners. 

S Documentation indicating the applicant's corporate structure and ownership 

' Certification from Ohio Secretary of State (domestic or foreign corporation, authorized use of fictitious name, etc.), and 
Certificate of Good Standing is required. 
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Documentation attesting to the applicant's managerial ability and corporate structure (cont'd): 

S Verification of compliance with any affiliate transaction requirements 

Documentation attesting to the applicant's proposed interactions with other Carriers 

K l Explanation as to whether rates are derived through (check all applicable): 

n interconnection agreement D retail tariffs 1 ^ resale tariffs 

M Explanation as to which service areas company currently has an approved interconnection or resale agreement 

1^ A notarized affidavit accompanied by bona fide letters requesting negotiation pursuant to Sections 251 and 252 of the 
Telecommunications Act of 1996 and a proposed timeline for construction, interconnection, and offering of services 
to end users. 

Documentation attesting to the applicant's proposed interactions with Customers 

[ 3 Explanation of whether applicant intends to provide Local Services which require payment in advance of Customer 
receiving dial tone, 

S Tariff sheet(s) listing the services and associated charges that must be paid prior to customer receiving dial tone (if 
applicable) 

S A sample copy of the customer bill and disconnection notice the applicant plans to utilize, 

^ Provide a copy of any customer application form required in order to establish residential service, if applicable. 

H For CLECs, List of Ohio ILEC Exchanges the applicant intends to serve 
(Use spreadsheet from: http://www.puc.state,oh,us/puco/forms/form,cfm?dQC id=357) 

S If Mirroring the entire ILEC exchanges for both serving area and local calling areas, tariffs may incorporate by 
reference. If not m irroring the entire ILEC serving and/or local calling areas, the CLEC shall specifically define their 
service and local calling areas in the tarilf. 

Affidavit 

I am an authorized representative of the applicant, Crexendo Business Solutions, Inc, and I am authorized to make this statement on 
its behalf I attest that I have utilized the Telecommunications Supplemental Application Form for Carrier Certification provided by the 
Commission, and that all of the information submitted here, and all additional infonnation submitted in connection with this case, is true 
and correct, 

f \ i ' i t'i-'ii U U i i ) 
Eiĵ ecuted on j i \ /1., /| j ^ , 2011 at T-emperArizona 

http://www.puc.state,oh,us/puco/forms/form,cfm?dQC


The Public Utilities Commission of Ohio 
TELECOMMUNICATIONS RETAIL SERVICE OFFERING FORM 

For Non-BLES Carriers 
Per the Commission's 01/19/2011 "Implementation Order" in Case No. 10-1010-TP-ORD 

(Effective: 01/20/2011) 

Company Name Crexendo Business Solutions. Inc. 
Company Address 1615 South 52nd Street. Tempe. Arizona 85281 
Company Web Address wvi-w.crexendo,com 
Regulatory Contact Person JeffKom, Phone (SOl) 227-0004 Fax (801) 426-6712 
Regulatory Contact Person's Email Address ikom(g!storesonline.cQm 
Contact Person for Armual Report JeffKom Phone (801) 227-0004 Fax (801) 426-6712 
Consumer Contact Information Patricia Creviston Phone (866)621-6111 Fax (801) 226-8848 
TRF Docket No. -TP-
I. Company Type (Check all applicable): 

KiNon-BLES CLEC SIXC DOther (explain) 
II. Services offered (Check all applicable): 
^ Toll services (intrastate) 
^ Local Exchange Service (i.e., residential or business bundles) 
O Other (explain) . 
III. Tariffed Provisions/Services (To the extent offered, check all applicable and attach tariff 
pages): 
^ Toll Presubscription 
^ Intrastate Special and Switched Access Services to Carriers (facilities-based local carriers only)'*' 
^ N-1-1 Service 
^ Pole Attachment and Conduit Occupancy 
^ Pay Telephone Access Lines 
^ Inmate Operator Service 
^ Telephone Relay Service 
^Access service tariffs shall be maintained separately and are subject to the Commission's carrier-to-
carrier rules found in Chapter 4901:1-7, Ohio Administrative Code. 
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part IV. - Attestation 

Carrier hereby attests to its compliance with pertinent entries and orders issued by the Commission. 

I am an officer/agent of the carrier/telephone company, Crexendo Business Solutions, Inc., and am authorized to make statements on its 
behalf. 

I understand that Telephone companies have certain responsibilities to its customers under the Telecommunications Rides (Ohio Adm, 
Code 4901:1-6). Tliese responsibilities include: warm line service; not committing unfair or deceptive acts and practices; truth in billing 

requirements; and slamining and preferred carrier freeze requirements. We wilt comply with the rules of the state of Ohio and 
understand that non-compliance can result in various penalties, including the suspension of our certificate lo operate within the state oi 

Ohio. 

1 declare under periilty Af perjury that the foregoing is true and correct. 

\L 
e hnd Titlt) 

(Date) - • 

. Chief Leaal Ollicer 



LIST OF EXHIBITS 

EXHIBIT A - Copy of applicants proposed tariffs 

EXHIBIT B - Description of proposed services 

EXHIBIT C - Statement about the provision of CTS services 

EXHIBIT D - Description of the proposed Market Area 

EXHIBIT E ~ Explanation of how the proposed services in the proposed market area are in the public 
interest 

EXHIBIT F - Description of the class of customers (e.g., residence, business) that the applicant intends to 
serve 

EXHIBIT G - Statement affirming that the registrant has notiHed the Ohio Department of Taxation of its 
intent to conduct operations as a telephone utility in the State of Ohio 

EXHIBIT H -Certification from Ohio Secretary of State and Certificate of Good Standing 

EXHIBIT I - Summary describing Crexendo Business Solutions, Inc.'s current financial condition, liquidity 
and capital resources. Describe internally generated sources of cash and external funds 
available to support the applicant's operations that are the subject of this certification 
application 

EXHIBIT J - Copy of financial statements (actual and pro forma income statement and a balance sheet). 
Indicate if financial statements are based on a certain geographical area(s) or information in 
other jurisdictions 

EXHIBIT K - Documentation to support the applicant's cash and funding sources 

EXHIBIT L - Documentation attesting to the applicant's technical and managerial expertise relative to 
the proposed service offering (s) and proposed service area 

EXHIBIT M -List of names, addresses, and phone numbers of officers and directors, or partners 

EXHIBIT N - Documentation indicating the Applicant's corporate structure and ownership 

EXHIBIT O - Information regarding any similar operations in other states 

EXHIBIT P - Verification that the applicant will maintain local telephony records separate and apart 
from any other accounting records in accordance with the GAAP 

EXHIBIT Q - Verification of compliance with any affiliate transaction requirements 

EXHIBIT R — Explanation as to which service areas company currently has an approved interconnection 
or resale agreement 



EXHIBIT S - A notarized affidavit accompanied by bona fide letters requesting negotiation pursuant to 
Sections 251 and 252 of the Telecommunications Act of 1996 and a proposed timeline for 
construction, interconnection and offering of services to end users 

EXHIBIT T - Explanation of whether applicant intends to provide Local Services which require 
payment in advance of Customer receiving dial tone 

EXHIBIT U - Tariff sheet(s) listing the services and associated charges that must be paid prior to 
customer receiving dial tone (if applicable) 

EXHIBIT V- A sample copy of the customer bill and disconnection notice the applicant plans to utilize 

EXHIBIT W - Provide a copy of any customer apphcation form required in order to establish residential 
service, if applicable 

EXHIBIT X- For CLECs, List of Ohio ILEC Exchanges the applicant intends to serve (Use spreadsheet 
from: http://www.puc.state.oh.us/puco/forms/form.cfm?doc_id=357) 

EXHIBIT Y- If Mirroring the entire ILEC exchanges for both serving area and local calling areas, 
tariffs may incorporate by reference. If not mirroring the entire ILEC serving and/or local 
calling areas, the CLEC shall specifically define their service and local calling areas in the 
tariff. 

EXHIBIT Z - Welcome Letter 

http://www.puc.state.oh.us/puco/forms/form.cfm?doc_id=357


EXHIBIT A - Copy of applicants proposed tariffs 

Detariffed services are regulated but not required to be filed in a tariff. A complete description of the 
rates & terms and conditions that are offered by the Company can be found on the Company's website at 
www.crexendo.com. 

http://www.crexendo.com


EXHIBIT B - Description of Proposed Services 

Crexendo by this Application seeks authority to provide resold and facilities-based/UNE local exchange and 
interexchange telecommunications services to the public by initially reselling services and purchasing 
unbundled network elements (UNE) obtained from and utilizing facilities provided by facilities-based carriers. 
At this time the company has no plans to install facilities in the State of Ohio, but may do so in the future. For 
local exchange service, Crexendo will initially mirror the existing local calling areas of incumbent local 
exchange telephone companies. Crexendo seeks authority to provide the following services: 

1, Interexchange (switched and dedicated services): 

A. 1+ and lOlXXXX outbound dialing; 
B. 800/888 toll-free inbound dialing; 
C. Calling cards; and 
D. Data services. 

2. Local Exchange: 

A. Local Exchange Services that will enable customers to originate and terminate local calls in the 
local calling area served by other LECs, including local dial tone and custom calling features. 

B. Switched local exchange services such as flat-rated and measure-rated local services; vertical 
services, carrier access, and any other switched local services that currently exist or will exist in the 
fiiture. 

C. Non-switched local services (e.g., private line) that currently exist or will exist in the future. 
D. Centrex and/or Centrex-like services that currently 

exist or will exist in the future. 
E. Digital subscriber line, ISDN, and other high capacity line services. 

Crexendo seeks authority to provide local exchange services initially throughout the State in the areas served by 
AT&T Ohio and interexchange service throughout the State. 



EXHIBIT C - Statement about the provision of CTS services 

The company will be including CTS services \\ithin its CLEC filing herein. 

file:////ithin


EXHIBIT D- Description of the proposed Market Area 

The applicant proposes to provide local service in all areas in the State of Ohio serviced by AT&T Ohio, and 
interexchange service statewide. 



EXHIBIT E - Explanation of how the proposed services in the proposed 
market area are in the public interest 

Granting this application will promote the public interest by increasing competition in the provision of 
telecommunications services in Ohio. 

Crexendo Business Solutions, Inc. will provide customers high quality, cost effective telecommunications 
service, with an emphasis on customer service. In addition fo driving prices closer to costs, thereby ensuring 
just and reasonable rates, competition also promotes efficiency in the delivery of services and in the 
development of new services. These very real benefits work to maximize the public interest by providing 
continuing incentives for carriers to reduce costs, while simultaneously promoting the availability of potentially 
desirable services. 



EXHIBIT F - Description of the class of customers (e.g., residence, business) 
that the applicant intends to serve 

The applicant intends to ser\'e residential and business customers. 



EXHIBIT G - Statement affirming that the registrant has notified the Ohio Department of Taxation of its 
intent to conduct operations as a telephone utility in the State of Ohio 

See Attached 



Crexendo Business Solutions, Inc. 
1615 South 52nd Street 
Tempe, Arizona 85281 
(801) 227-0004 (Phone) 

May 11,2011 

Ohio Department of Taxation 
do Public Utility Section 
21''Floor 
30 East Broad Street 
Columbus, OH 43215-3793 
(800)282-1780 

RE: Crexendo Business Solutions, Inc. 

Dear Sir/Madam: 

Please be advised that the above referenced corporation intends to provide telecommunications service in the 
State of Ohio after receiving approval of its application tiled with the Public Utilities Commission of Ohio. 

Sincen 

FfKdj 
Chief L'egal Officer 
Crexendo Business Solutions, Inc. 



EXHBIT H - Certification from Ohio Secretary of State and Certificate of Good Standing 

See Attached 



Doc ID --> 200922901488 

llililllllllilllillililllllillliiliilllll 
DArE: OOCUMEMT ID DESCRIPTION 
Oa'19/2K)9 200922901488 FOREIGN LICENSE/FOR-PROFIT (FLF) 

FILING 
125.00 

EXPED 
.00 

PENALTY 
.00 

CERT 
,00 

COPY 
.00 

Receipt 
Tliis is not a bill. Please do not remit pa-ynrent. 

NATIONAL CORPORATE SERVICES, INC. 

2 CLUB C E I ^ R E CT.. STE, 5 
EDWAROSVILLE.IL 62025 

S T A T E OF O H I O 
CERTIFICATE 

Ohio Secretary of State, Jennifer Brunner 

1876921 

It is hereby certified that the Secretary of State of Ohio has custody of the business records for 

CREXENDO BUSINESS SOLUTIONS, INC 

and, that said business records show the filing and recording of: 

Document(s) Document No(s): 

FOREIGN LICENSE/FOR-PROFIT 200922901488 
Authorization to transact business in Ohio is hereby given, until surrender, expiration or 
cancellation of this license. 

United States of Anwrica 
State of Ohio 

Office of the Secretary of State 

Witness my hand and the seal of 
the Secretary of State at Columbus, 
Ohio this 17th day of August, A.D. 
2009. 

0****y^ 
Ohio Secretary of State 
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Doc ID "-> 200922901488 

f c ^ ^ 

^ ^ PtcBcribed by I 

The Ohio 3tH:rKCaiy ijE State 
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RECEII/EO F O R E I G N C O R P O R A T I O N A P P L I C A T I O N F O R L I C E N S E 
OR R E G I S T R A T I O N O F C O R P O R A T I O N N A M E 

(For Fore ign Prof i t o r Nonprof i t ) AUG 1 7 2QQQ 

THE UNDERSIGNED HEREBY STATES THE FOLLOWING: ' ^ t U n C l H K r O F $ 1 

(CHBCK ONLY ONE (1) BOX) 
(1) Foreign Corporallon 

H^W-Prof i t (tSt-FLF) 

• Nonprofit osi-n/t) ORcmz 

cllln«F«M7Rnn 

(2) RegistraBon of CocporaiQ Nam« by Unilcansed Fofeigri Cwpoeatioti 

f n Original nSftfiCO) 

• Renewal (172.RNH (RCR)) ORC 1703 

(Reaislracion No,) 
PINns F n S60.M 

Complote the genoral Information In this sMtkin for tiM box chodieHabam. \ 

Corporate Name 

Under the Laws of the State of 

OMexdh.H '̂n ŝ̂  'S^hHi^^.ljr 
J 2 . 

fH«iwS(»(eJ 

Date of Incorporation in Home Slate m i i i O ^ 
fOflWj 

The corporation's prir^clpal office is located at 

1303 N Research W a y 

(Street) 

Orem 

NOTE: P.tX Bar i M r * l t 0 t m NOT BCOBptaltla. 

UT 84097 
laty) (Stale) (ZIpCotlB) 

The corporate purpose it proposes to exercise in the slate of Ohio are as follows: (Please provide a brief but specific 
description; a general purpose dauss is not suftjdenl) 

WAvwA pt4>VRU.vq k. JBroaA.^QJI'TiHft 

The corporation is cairying on or doing business, 

C j C M c k h9r» I t addltfonal p imia lor js a n at tachtd 
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Complete Oia Intorntatlon In this soctfon It tMK(l) ia checked- J 

The corporation hereby appoints the followirtg »s its statutory agent upon whom procsss against tne corporation may 
be served in Ohio 

National Registered Agents 
(Htme) 

145 Bater St 
IStre«t) 

Marion 

HOTB; P.O. Bt>jrAttdnssaa a n HOT i K C f p l M * . 

Ohio 43302 
(Cty) (StBte) (Zip Code) 

The entity above in'^vocably consents to service of process on the agsnt listed above as long as the authorfty of the 
agent continues, and to service of process upon the OHIO SECRETARY OF STATE if: 

A. the agent cannot be found or 
8. the above listed laHa to designate atwther agent when required to do so, oi 
c. ttie atiovi) stated reglatratlon to do buslnat* in Ohio expires or 1« cancelled 

Co/rtp W the mformatiofi in Oils wctfcw I t p n m t t ehecketi In box (1). 

The application is made to secure a ^permanent • temporary license 

The corporation's principal office within Ohio is to be located in ^Corporat ion virill not have an office 
in Ohio 

(Sifte!) HOT£: P .O-BwAMnt tP tanNOTtHX^p ta lHe . 

(City) fCountyJ 

Ohio 
fSlate) 0pC(x3ej 

Has the corporation Obtained a license to transact business in Ohio at any time in the past? CU Yes S No 
Ifyes, priorLicense No issued 

(Ditel 

The dale on v^hich tlie corporation began transacting business in Ohio 

Soate Jr fD-[yt 
OR 
Q w d l begin business upon approval ot application 

Is tills application being niade 10 enable ttiB corporation to prosecute or defend a legal action? • Yes Q No 

CompMu thm infarmgllon in M s aoctitM tf noff-proftf ia chmAmi ia box (1). \ 

The iocalion of its principal office in the state of Ohio is 

(Street) NOTE: P.O.BoxAtidreaatsimNOTaixaptahla. 

Ohio 

(Pursuant lo PRO 1703.27 must have an Ohio address) 

rsMa} tZifiCaOa) 

P « 9 2 r t 3 LaslRevlsKi: Jan,20DZ 
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SS. 

' IN WITNESS WHEREOF, the corporation has caused this application to be executed by an authorized 

officer on Q / 3 / D ' I 
(Date) 

STATE OF 

COUNTY OF 

I, lOY\( lH l f fA Z l t f e ^ ' ^ .being first duly sworn, deposes and says that he/she is the 
(Nama of OfAcar) 

(iitit) 
the corporation described in the foregoing application, and that the statements contained in said application are true and 
correct to the best of my knowledge and belief. 

Signature: 

Name: Jonathan Erickson 

Sworn to before me and subscribed in my presence, s/v^^ 
0, 

(date) 

(Notary Public) 
0-^^V"i'^lU^ 

NOTARY SEAL Expiration date of Notary's Commission: ^ " D ^ " / - C i U 

iSBfj 

STACYFALLRB) 
\ ja»wrMW4ii»WM 

imsoimiMNEir 
PR0V0,UTAHI4IS1 

COMM. EXP. 0»49-2ai0 

530 PageSofS Last Revised: Jan, E0D2 
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STATE OF ARIZONA 

Office of the 
CORPORATION COMMISSION 

CERTIFICATE OF GOOD STANDING 

To all to whom these presents shall come, greeting: 

I, Mlcf}ael P. Keams, Interim Executive Director of tiie Arbona Corporation Commissicn, 
do fiweby certify that 

***CREXENDO BUSINESS SOLUTIONS, INC. *** 

a domestic corporation organized under the laws ot the State ofAhzana, did Incorporate on 
April U, 2009. 

I further certify that according to tha records of the Arizona Corporation Commission, as 
of the date set forth hereunder, the said corporation is not adminls&ativeiy dissolved for 
failure to comply with the provisions of the Arizona Business Corporation Act; and that Its 
most recent Annual Report, suljject to ttte provisions ofA.R.S.sectiorts 10-122, 10-123, 
10-125 A 10-1622, has been delivered to the Arizona Corporation Commission for filing; »nd 
that the said corporation has not filed Articles of Dissolution as of the date of this certificate. 

This certificate relates only to the legal existence of the at)ove named entity as of the date 
issued. This certificate Is not to be construed as an endtirsement, recommendation, or 
notice of approval of the entity's condition or ttusiness activities and practices. 

m WTTNESS WHEREOF, I have hereunto set my hand and affixed 
the official seal of the Arizona Corporation Commission. Done at 
Phoenix, the Capital, this 15th Day of July, 2009, A. D. 

Order Number: 371135 
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United States of America 
State of Oiiio 

Office of the Secretary of State 

/, Jon Husted, do hereby certify that I am the duly elected, qualified and present 
acting Secretary of State for the State of Ohio, and as such have custody of the 

records of Ohio and Foreign business entities; that said records show 
CREXENDO BUSINESS SOLUTIONS, INC, an Arizona corporation, having 

qualified to do business within the State of Ohio on August 17, 2009 under 
License No, 1876921 is currently in GOOD STANDING upon the records of this 

office. 

Witness my hand and the seal of the 
Secretary of State at Columbus, Ohio 

this 29th day of June, A.D. 2011 

Ohio Secretary of State 

Validation Number: V2011180J59611 



EXHIBIT I - Summary describing Crexendo Business Solutions, Inc.'s 
current Hnancial condition, liquidity and capital resources. Describe internally 

generated sources of cash and external funds available to support the applicant's 
operations that are the subject of this certification application 

See Exhibit J 



EXHIBIT J - Copy of financial statements (actual and pro forma income statement 
and a balance sheet). Indicate if financial statements are based on a certain 

geographical area(s) or information in other jurisdictions 

Crexendo is a wholly owned subsidiary of iMergent, Inc. ("iMergent"), a publicly traded company. 
See copy of IMergent's SEC Form 10-K for period ended December 31, 2010 which is attached hereto 
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10-K 1 ii^lOLkm ANNUAL REPORT 

UNITED STATES 
SECURITIES AND E X C H A N G E C O M M I S S I O N 

Washington, D.C. 20549 

FORM 10-K 

t) ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF 

THE SECURTflES EXCHANGE ACT OF 1934 

For the fiscal year ended December 31,2010: 

Or 

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF 

THE SECURITIES EXCHANGE ACT OF 1934 

JMergentlnc. 
(Exact name of registrant as specified in its charier) 

Delaware 001-32277 87-0591719 
(State or Other Jurisdiction (Commission (I.R.S. Employer 

of Incorporation or File Number) Identification No.) 
Organization) 

1615 South SJ"*! Street, Terape, AZ 85281 
(Address of Principal Executive 0£&ce) (Zip Code) 

(623) 242-5959 
(Registrant's telephone number, including area code) 

Not Applicable 
(Former name, former dddress and former fiscal year, if changed since last report) 

Securities registered pursuant to Section 12(b) of the Act: 

Title of each class Name of each exchange on which 
registered 

Common Stock, par value $0,001 per share New York Stock Exchange -
AmexSecurities 
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Securities registered pursuant to Section 12(g) of the Act: 

(Title of Class) 
None 

Indicate by check mark if the re^strant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act 
Yes •• No 13 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchar^e 
Act Yes " No t) 

Indicate by check nrark whether the re^strant (I) has filed all reports required to be filed by Section 13 or 15(d) ofthe 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to 
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes fj No" 

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any, eveiy 
interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232,405 of this chapter) 
during the precedir^ 12 months (or for such shorter period that the registrant was required to submit and post such 
files). Yes - No " 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is 
not contained herein, and will not be contained, to the best of registrant's knowledgd in definitive proxy or information 
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Porm 10-K. Js 

Indicate by check mark whetfier the registrant is a large accelerated filer, an accelei^ted filer, a non-accelerated filer, or a 
; smaller reporting company. 

Large accelerated . t * J j=i Non-accelerated Smaller reporting , . 
• -fl, ^ • - 0 Accelerated filer o r.. o . f • •&• u 

i filer filer company '̂  

1 Indicate by check mark whedier the registrant is a shell company (as defined in Rule 12b-2 ofthe Act). Yes " No |j 

j TIK a^regate market value ofthe common stock held by nonafSIiates of die registrar^ as of June 30, 2010 (end ofthe 
j Company's second most recent fiscal quarter) was approximately $27,728,000. 
j Thenumberofshares oftheregislrant's comnx>nstockoutstandingasofFebruary28, 2011 was 10,645,135. 
\ 
I DOCUMENTS INCORPORATED BY REFERENCE 
• I 

i Portions ofthe Proxy Statement to be used by ihe registrant in connecfion with its 2011 Annual Meeting ot 
j Stockholders and to be filed with the Securities and Exchange Commission within 120 days ofthe close of (he fiscail year are 
I incorporated by reference into Part III of this Annual Report on Form 10-K. 
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PARTI 

Throughout this Annua! Report, we refer to iMergent, Inc., together with its subsidiaries, as "we," "us," "our 
Coinpany" or "the Company." As used in this Annual Report, "StoresOnline™" is a registered trademark of our Company in the 
United States and other countries. All otiier product names are or may be trademarks of, and are used to identify the products 
and services of, their respective owners. 

THIS ANNUAL REPORT ON FORM 10-K CONTAINS FORWARD-LOOKING STATEMENTS. THESE 
STATEMENTS RE] J^TE TO FUTURE EVENTS OR OUR FUTURE FINANCIAL PERFORMANCE. IN SOME CASES, YOU 
CAN IDENTIFY FORWARD-LOOKING STATEMENTS BY TERMINOLOGY SUCH AS "MAY," **W1LL," "SHOULD," 
"EXPECT," "PLAN," "INTEND," "ANTICIPATE," "BELIEVE," "ESTIMATE," "PROJECT," "PREDICT," "POTENTIAL" 
OR "CONTINUE" (INCLUDING THE NEGATIVE OF SUCH TERMS), OR OTHER SIMILAR TERMINOLOGY. THESE 
STATEMENTS ARE ONLY ESTIMATIONS, AND ARE BASED UPON VARIOUS ASSUMPTIONS THAT MAY NOT BE 
REALIZED. ACTUAL EVENTS OR RESULTS MAY DIFFER MATERIALLY. IN EVALUATING THESE STATEMENTS, 
YOU SHOULD SPECIFICALLY CONSIDER VARIOUS FACTORS, INCLUDING, BUT NOT LIMITED TO, THE RISKS 
OUfLINED BELOW UNDER ITEM 1 A. THESE FACTORS MAY CAUSE OUR ACTUAL RESULTS TO DIFFER 
MATERIALLY FROM ANY FORWARD-LOOKING STATEMENT. 

ALTHOUGH WE BELIEVE THAT THE ESTIMATIONS REFLECTED IN THE FORWARD-LOOKING 
STATEMENTS ARE REASONABLE, WE CANNOT GUARANTEE FUTURE RESULTS, LEVELS OF ACTIVITY, 
PERFORMANCE OR ACHIEVEMENTS. MOREOVER, NEITHER WE NOR ANY OTHER PERSON ASSUMES 
RESPONSIBIUTY FOR THE ACCURACY AND COMPLETENESS OF 'IHE FORWARD-LOOKING STATEMENTS. WE 
DO NOT INTEND TO UPDATE ANY OF THE FORWARD-LOOKING STATEMENTS AFTER THE DATE OF TtHS 
ANNUAL REPORT TO CONFORM SUCH STATEMENTS TO ACTUAL RESULTS OR TO CHANGES IN OUR 
EXPECTATIONS, UNLESS REQUIRED BY LAW. 

ITEMl. BUSINESS 

OVERVIEW 

We provide a variety of cloud-based infi"astructure services to entrepreneurs and small and medium-sized businesses. 
Our services include high-quality voice and messaging services over broadband networks, Do-lt-For-Me and Do-It-Yourself 
content management and website building tools, online marketing, online lead generation, e-commerce technology', and training 
solutions that enable entrepreneurs and small and medium-sized btisinesses to build and maintain an efiective onliiffi 
presence. Our services are designed to help increase ihe predictability of success for online businesses. 

Our primary web service oflferings are designed to meet the needs of entrepreneurs and small and mediumrsized 
businesses anywhere along their lifecycles. Our Do-It-Yourself package includes our robust content management and website 
building solution, fidly enabled e-commerce package, online marketing tools, and educational trainii^ modules. In addition to 
our primary service offerings for the Do-It-YourseJf customer base, we also offer a variety of premium services to the Do-It-
Yourself customer such as initial site design and build, logo design, drop-shipper/supplier integration, and a variety of search 
engine optimization and link building packages. 

Our Do-It-For-Me services are comprehensive and flexible, allowing us to meet the needs ofa wide variety of 
customers ranging from those just establishing their online presence to tiiose wanting to enhance their existing onlme 
presence. These services include custom website design and development, search en^ne optimization, link building 
conversion rate optimization, paid search management, and social media management. Additionally, as the online space 
contiflues to evolve our product and service offerings will continue to evolve, to keep our customers on the cutting edge ofthe 
online space. 

In addition to web services, we offer a suite of h i ^ quality voice and messaging services over broadband 
networks. Our small and home office services are portable and allow our customers to make and receive phone calls almost 
anywhere a broadband Internet connection is available. We transmit these calls using \bice over Internet Protocol (\bIP) 
technology, which converts voice signals into digital data packets for transmission over the Internet. At a cost effective rate, 
each of our calling plans provides a nun^er of basic features typically offered by traditional telephone service providers, plus 
a wide range of enhanced features that we believe offer an attractive value proposition to our customers. 

We reiy heavily on our network, which is a flexible, scalable Session Initiation Protocol (SIP) based VblP network 
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that rides on top ofthe hitemet. This platfonn enables a user via a sii^e "identity" to access and utilize ser\'ices and features 
regardless of how they are connected to the Internet As a result, with one identity, either a number or user name, customers 
haveaccess to Crexendo voice, messa^ng, features, and personal profile information regardless of location, device, or how 
they access tiie Internet. 
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OUR STRATEGY 

Wfe have historically sold our content management and website bmlding tool as a perpetual software license. During 
the four1i]quarterof2010 we transitioned approximately 80% of our sales ifrom selling a perpetual software license to a 
Software as a Service (SaaS) model. This transition provides the foundation for our strategy on a go forward basis. Key 
elements of our strategy include; 

Expanding Our Distribution Channels. To sell our web and hosted telecom products and services cost efiectiveiy, 
we nrnst expand our disti'ibution channels. We have historically sold our web ser\'icestfiroi^ an educational seminar fomat, 
which relies on direct mail marketi'ng campaigns to attract attendees. We plan to expand our distribution channels through 
affiliate programs, white-label programs, strategic mariceting partnerships, direct sales, and online marketing channels. We 
anticipate ̂ ese expanded distribution channels will provide multiple revenue streams th>m customers across a broader 
spectrum. Wfe expect Do-lt-Yourself customers acquired througji these new distribution channels to provide significant 
opportunities for up-selling and cross-sellii^ additional online marketing, lead generation, search engine optimization and 
hosted telecom products. 

Continuing to Target.the Entrepreneur and Small and Medium-Sized Business Market Segment. We believe ttie 
entrepreneur and small and medium-sized business market segment offers us the best opportunity for future growth. \̂ fe believe 
this is a largely underserved market with sipiificant iKcds for comprehensive, affordable, and scalable solutions for flieir web 
and telecom service requirements. Our services are desigrted to "be scalable so as to meet the needs of these businesses that 
often times do not have the time, resources, or technical skills to fulfill themselves. 

Strengthening Customer Retention. 1^ are dedicated to enhancing customer retention and building lasting 
relationships with our customers. \\fe believe a critical element in strengthening customer retention is continuous inprovement 
to our content management and web-buildir^ tools, including improvements to our user interface to create a more intuitive and 
interactive experience. We believe education is a critical element to customer reterrtion. One ofthe core features of our 
product offering is tiie continuous education we provide our customers on how t(> identify opportunities in the marketplace, how 
to effectively desi^i their website for optimal conversion, and how to market their website to increase traffic. Vfe are 
constantly updating and expanding our education offerings to meet the needs ofour customer base in tills dynamic marketplace 
and expect to continue to expand and diversify our educational offering to provide up-to-date and relevant content 

Developing Complimentary Services and Technologies. We seek to develop complimentary products and services 
for our customers- Our ultin^te goal is to become the leading provider of hosted solutions in the entrepreneur and small and 
medium-sized business space. We currentiy provide web services, hosting services, online marketing services and hosted 
telecom services. We expect to expand our product offerings in the fliture to incliide bandwidth services, premium telecom 
services such as operator services, conferencing services, call center services, and mobile features for both our web platfonn 
and telecom service. Additionally, we plan to expand our educational offerings to not only include education on online 
marketing, but education on enti^epreneurship and small business management. 

OUR SERVICES AND PRODUCTS 

Our goal is to provide a broad range of cloud-based products and services that enable entrepreneurs, and small and 
medium-sized businesses to more efficientiy run their business. By providing a variety of conprehensive and scalable 
solutions, we are to able sell customers re^dless of where they are indie business lifecycle. Our \Sfeb and Telecom products 
and services can be categorizied in the following offerings: 
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Website Design and Development 

Using our proprietary software and processes we design and develop websites with "conversion" in mind. The term 
conversion meaiK different things to different websites. To a lead-generation website, it means ̂ tting prospects to sid?rait their 
contact information so our sales team can contact them. For an e-commerce website, conversion means gettii^ an online 
customer to complete an order. 

Our website design packa^s range fi-om a semi-custom template based design package to a conpletely custom design 
package. We incorporate Google Anaiytics into every site unless the ciKtomer specifies some other system. Proper analytics 
allow identification of weak spots in the conversion process. Once weak spots are identified, the site can be adjusted to 
smooth out the process and turn more prospects into customers. 

Once the site is complete, we provide tutorials and tools to allow customers to make changes to their sites as often as 
necessary without having to pay additional programming fees. Alternatively, customers can elect to have us manage the changes 
to their websites for an additional fee. 

Search Engine Optimization 

There are two general aspects to Search Engine Optimization ("SEO"). First the tactical level, which includes 
conditioning a page to be relevant and search-engine friendly. Second, strategic selection of keywords and keyword 
phrases. The popularity ofa site plays a role in what keyword phrases a customer can compete on versus what keyword 
phrases might be 'out of their league'. Wfe focus on the strategic selection ofkeywords and only go after keywords that have 
healtiiy search volumes and high 'win' capability. Our e^qjerience coupled with our proprietary rSAT software allow us to 
strategically select the best choices for keyword phrases to target which provide the hi^est probability of ̂ tting high search 
engine positions and drawingmaximum traffic to the website. Our SEO packages include a keyword interview, strategic 
keyword research, baseline ranking report, search engine optimization plan, and comparison ranking report 

Link Building 

Link building is a critical component of off-page SEO. To be effective, a link building campaign must be done 
manually- Search engines can detect links obtained via automated submission. Also, links need to come fi"ommai:y different 
types of sites, not just one or two. Link building is closely related to search engine optimization, as such; we careftilly 
synchronize all our link building efforts and anchor text with our search engine optimization efforts. 

An eflfective link building effort is labor intensive, with no real shortcuts. We incorporate the following strategies in 
our link building efforts; live directory submissions, social bookmarks, blog postings, article submissions, regional portals, and 
leverage links. 

Conversion Rate Optimization 

Conversion is the percentage of visitors to a site that ttmi into action takers. A customer's site might be an 
e-commerce site, a lead generation site, or it mi^t have a goal ofsigningup members, newsletter subscribers, webinar 
registrations, white paper downloads, or accessing a specific pa^ in the site. There are mai^ different types of success events, 
and not all websites perform equally with respect to getting visitors to take the desired actions. Sites witii a high percentage of 
action takers as compared to all traffic would be considered to have high conversion rates. For exan^le, a lead generation 
website that generates four leads out of every 100 visitors would have a conversion rate of four percent. 
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Conversion Rate Optimization (CRO) is the process of making a site better at moving visitors toward 
conversion Because the Internet is constantly changing conversion rate bestpractices are moving targets. We specialize in 
staying on top oftiie latest Internet developments in order to know how best to optimize a given site for conversion. 

An important part of CRO is analytics. For most companies we recommend Google® Analytics because it is fi^ee and 
accomplishes everythii^ most companies need. Wtii any analytics solution, tiie challenge is to confine it properly. Our CRO 
packages are designed to ensure proper confi^ation ofthe customers' analytics solution and ongoing review ofthe data to 
help analyze and interpret the data to spot trends and make course correcti ons. 

Paid Search Management 

We offer paid search management services, such as management of Google® AdWords^" and Microsoft Advertising 
adCenter''"'̂  accounts for our customers. 

Modem paid search networks are incredibly sophisticated and require a tremendous amount of experience and 
expertise to avoid the nany potential pitfalls of paid search. We assist customers by taking a conservative approach to paid 
search management. By using a combination of proprietary automation tools, split test dedicated landing pages, as well as the 
practiced eye of an expert tnonitoring our customer accounts on a daily basis, we are able to consistentiy raise conversion rates 
and lower the cost-per-acquisition. 

Do-It" Youreelf Websites 

We offer a variety of Do-Jt-Yourself website building and marketing solutions for entrepreneurs and small businesses 
diat intend to build their own websites or enhance their websites with online marketir^. These solutions include hosting 
services, web buildmg tools with e-commerce capabilities and online marketing tiaining. Our online marketing training 
courses instruct on the following subjects: affiliate marketing, Amazon® and eBay® trainings comparison shopping engines, 
competitive reconnaissance, conversion rate optiraizatiori, kej'word research, linkbuildii^ localization arid regional ization, 
paid search campaigns, permission marketing, search engine optimization, social media marketing, and Google® analytics. 

Telecom Plans 

WecompIeteddevelopmentofPhaseOneofourhosted telecom offering in tiie fourth quarter of 2010. We currently 
offer the following plans and equipment: 

Small Office, Home Office Plans 

Crexendo Adaptor Plan-this plan is a professional business communication service for smalt office/home office 
(SOHO), which operates with a user's high speed internet connection. The Adaptor unit supports the connection of up to two 
analog phone devices includingsupportof fax machines, home phones, or cordless/wireless phones. 
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The Crexendo Adaptor Plan includes unlimited local and longdistance calling in the US/Canada using VoIP 
tectmolog/. Porting of a local number and an audio conferencing bridge account with pin for up to 10-parties are included in the 
moiAlyservice. The user account includes a web user interface fornanagement of voicemail, email and inbound fex. Feattres 
include 3-way calling, find me/follow me, and interactive voice response for customized greetings and routing. Toll-free 
service and local number services may be added for an additional monthly cost. 

Small Business Plans 

Crexendo 800 Plan - this plan is an inbound 800 communication service which includes a virtual office web user 
interface for managing your 800 phone nimbers, incoming emails, inbound fax, and voice messages. The plan includes an 800 
number and fi-ee local fox number. 

Crexendo Silver Plan- this plan is a professional business communication service for small offices which operates 
with a business' pre-wired internet connection or high speed internet Silver is ideal for small businesses going to a virtual 
office. The plan includes a business desktop phone, the Crexendo 200 Internet Phone which offers a 2-line display with a menu 
of features includii^ HD speaker phone, mute, hold, do-not-disturb, and multi-line support 

Silver Plan includes: 

• Crexendo 200 Phone - business desktop Internet phone; 
• Unlimited Calling - local and long distance calling in the US/Canada; 
• . Number Transfer-free porting ofa local number; 
• Web Interface - manage voicemail, email and inbound fiix; 
• Business Features —two-line support, three-way calling on the phone or ten-party through bridge, findme/foiiow me and 

interactive voice response for business routing, consultative transfers, blind transfer, text-to-speech si^port for 
personalized greeting, E911 support, basic hunt groups and more; and 

- Extras - toll-free service and additional local number services may be added for an additional monthly cost 

Crexendo Gold Plan- this plan is an execirtive business communication service for small offices which operate with 
a business' pre-wired internet or high speed internet Gold is designed for businesses goir^ to a virtual office or adding 
knowledge-based/teleworkers. 

Gold Plan includes: 

• Crexendo 300 - business desktop internet phone; 
• Unlimited Calling - local and long distance calling in die US/Canada; 
• Number Transfer - fi-ee porting ofa local number; 
• Web Interface - manage vojcemail, email and inbound fex; 
• Business Features - two-line support, diree-way calling on the phone or ten-party through bridge, find me/follow me 

and interactive voice response for business routing, consultative transfers, blind transfer, text-to-speech support for 
personalized greetings, E911 support, basic hunt groups and more; and 

• Extras - toll-fi"ee service and additional local number services may be added for an additional monthly cost 
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Crexendo Adaptor Plan/Business Fax Plan - this plan is a professional business fax communication service for 
small business which operates with a business' pre-wired internet or high speed internet The Adaptor unit supports tfie 
connection of fax machines for outbound fex, plus ip to one additional device which could be another fax machine, a home 
phone, or cordless/wireless phone. 

Creiendo Adaptor Plan includes: 

• 1500 Minutes for Fax/Calling - limited local and long distance faxing'callir^ in the US/Canada; 
• Number transfer - firee porting ofa local number; 
• Conferencii^Audio Bridge Combo - audio conferencing bridge account with pin for up to ten-parties; 
• Web Interface - manage inbound faxes, voicemail, and e-mails from a single web screen assigned to each account; 

and 
• Extras - toll-lree, extra minutes, and local number services may be added for an additional cost. 

Crexendo Communication Equipment 

Crexendo 200 Internet Phone — this phone is a standard professional two-line business desktop phone for making 
voice over the internet calls. Buttons include menu, do-not-disturb, hold, three-way conference, directory, message waiting, 
headset transition, transfer, redial, and volume controls. 

Crexendo 300 Internet Phone - this phone is an executive professional six-line business desktop phone for making 
voice over the internet calls. Buttons includes menu, do-not-disturb, hold, three-way conference, directory, message waiting, 
headset transition, transfer, redial and volume controls. Add a pc connection to share internet resources, plus, ten speed 
dial/programmable keys. Menu prompts users for one touch connections, history, directory, do-not-disturb, status, features like 
call forward, call waiting, dss keys, key as send, hotiine, anonymous call, auto redial, intercom, call completion, password set, 
contacts, blacklist, and corporate contacts.. 

Crexendo Adaptor-tiiis is an analog telephone adaptor (ATA), The adaptor provides connectivity for fax machines, 
home phones, and cordless/wireless phones. 

Audio Bridge - Crexendo SOHO and snail office plans include one audio bridge conference line per phone. Tlys 
service provides users witii a pin and local number for bridging up to ten-parties in a conference call. 

Local Number Portability ~ Crexendo allows users to port their phone number to our telecom service. 

Marketing and Sales Channel 

We engage in a variety of marketing activities to increase awareness ofour products and services, to sell additional 
products and services to our existing customer base, and to enhance the value we provide to entrepreneurs, small and 
medium-sized business entitt'es. Our marketing and sales channels are best described by business segment. 
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StoresOnline 

Our StoresOnline business segment serves the SOHO business owner and entrepreneur seeking the tools and training 
to establish a successfiil website on the Internet. Specifically, StoresOnline services a market segment looking for a "do-it-
yourself option as an altemative to the higji cost of comracting an e-commerce or lead generation web developer and, most 
in^jortantiy, an ad agency for website promotion. Both are diffictilt barriers to many entrepreneurs looking to establish a 
presence on the Internet. 

Wfe have tiaditionally sold our StoresOnline products and services through an educational senunar format utilizing 
direct response marketing campaigns. Our sale tjpically starts with a complimentary 90-minute informational "Preview 
Training Session" aimed toward those interested in extending their business to tiie internet These Preview Training Sessions 
have been proven to increase awareness of and excitement for the opportunities presented by the Internet At these Preview 
Training Sessions, our instructors (i) preview the advantages of establishing a website on fiie Internet, (ii) answer many oftiie 
most common questions new or prospective Internet merchants have, (iii) explain, in general terms, how to develop an effective 
Internet strategy and (iv) explain how to transform an existing "brick and mortar" company into an e-commerce enabled 
company. 

At tiie Preview Training Session, the attending entrepreneur or small business owner has the opportunity to purchase 
two months access to our proprietary content management system and web building tools, as well as admittance to a fiill day 
Internet Training Workshop. 

Approximately two weeks after each Preview Training Session, we conduct an intensive "Internet Training Workshop" 
which leaches Internet e-commerce and website implementation training to the small business owners and entrepreneurs who 
purchased at the Preview Training Session. Instructors ofthe Internet Trainii^ Workshop expand upon the principles taught at 
the Preview Training Session elaborating on the details, requirements, demands, tips, and tecliniques required to extend their 
business or product to the hitemet. Specifically, this instruction consists of a plain English explanation of e-commerce 
requirements and tools, specific details and tips on bow to promote and drive traffic to a website, and techniques to increase 
sales fi-om a website. 

In addition to the tiaining provided at the workshop, our customers are presented an opportunity to purchase additional 
products and services including: 

Proprietary research and optimization tools including keyword analysis tool, keyword cloud tool, keyword 
distribution tool, reverse search engine, and relevant link search tool 

Integration with multiple merchant accounts 

Integration witii multiple drop-shippers 

Online training courses, including; drop-shipping and product sourcing, affiliate marketing, Amazon® and 
eBay®, conparison shopping engines, competitive reconnaissance, conversion rate optimization, keyword 
research, link building, localization and regionalizati'on, paid search campaigns, permission marketing, search 
engine optimization, social media marketing, and Google® Analytics; and 

Wfebsite design and development. 
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Following the initial workshopsale, we seek to provide additional technology and services to our customers. For this 
purpose we have partnered with third-party companies who offer our customers additional marketing tools, training, and.'or tax 
and legal services for their web-based businesses. We receive a commission from tiiese companies when our customers 
purchase any of their products or services. For a commission, we allow third parties to market certain products and services 
which we believe are complementary to our own products and services, available to custoiners in our Preview Training 
Sessions, Internet Training Viferkshops, and throu^ other direct narketing efforts. Furthermore, we continually explore ideas, 
products and services which offer to enhance ongoing customer training and assistance. 

Crexendo Web Services 

Crexendo Web Services, Inc. ("Crexendo Web Services") segment is a wholly-owned subsidiary ofour Company, 
previously Crexendo Business Solutions, serves small and medium-sized businesses seeking to enhance their presence on the 
Internet. Specifically, Crexendo Web Services services a market segment looking for a "Do-It-For-Me" option to increa.se 
traffic and conversion on their sites. The primary products and services for Crexendo Wfeb Services include custom website 
design and development, search engine optimization services, conversion rate optimization services, link building services, and 
paid search management. 

Crexendo Web Services sells its products and services through a direct sales channel, white label relationships, online 
channels, and through strategic marketing partnerships. The initial step in tiie sales approach ty^pically starts witii an in-deptii 
analysis ofthe potential customer's website using Crexendo Web Services' proprietary tools and software for analyzing search 
demand, identification of keywords, keyword density, and effective pay-per-click strategies. Utilizing these tools allows our 
search ei^ne optimization professionals to efficientiy develop a long-term web-marketing strategy focused on generating 
qualified leads and traffic to our customers' websites. 

Crexendo Network Services 

Crexendo Network Services is focused on developing, marketings at«3 selling telecommunication and data services. 
We are currentiy developing and deploying broadband digital phone service utilizing standard Session Initiation Protocol (SIP) 
equipment and services. 

Our telecom offering enables our customers to add digital voice services to their hi^-speed Internet connections. 
Customers can choose a direct-dial phone number fi"om any ofthe rate centers offered by the service and use Crexendo supplied 
IP phones or ATAs to make and receive calls to/from the Public Switched Telephone Network and other Crexendo endpoints. 

We are in the process of developing a suite of business services that we anticipate will offer feature-rich 
communications services to small and mediura-siffid businesses, eliminating tfie need for tiaditional telecommunications 
services and business phone systems. Our primary focus with our service is to replace private branch exchange, or PBX, 
telephone systems in tiie small business marketplace with a hosted, biternet-based business phone service solution. WG 
anticipate when completed, our service will conpletely replace a company's PBX infî astructure by delivering all telecom 
services over a managed Internet connection. 

We intend to offer these services through both our StoresOnline division using an education seminar format, and 
throu^ our direct sales and strategic marketing relationships. 

Our Crexendo Network Services division is currentiy in die development phase and as of December 31, 2010, had not 
generated any revenues. Costs associated with the start-up ofthe Crexendo Network Services division totaled 31,429,000 for 
tiie year ended December 31,2010, S210,000 for the six monflis ended December 31,2009, and $ 199,000 for the fiscal year 
ended June 30,2009 respectively and are included in our respective consolidated statements of operations. No expenses were 
recognized prior to January 1̂  2009 relating to Crexendo Network Services. 
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Segment revenue and operating income (loss) was as follows (in thousands): 

V£arEndedDeccii*er3I, Six Monfts EndedDeccniberjl, 

Revenue: 
StoresOnline 
Crexendo Web Services 
Crexenfio Network Services 
Consolidated 

(auclite d) 

2010 

(unaudited) 

20()9 

(audited) 

2009 

(unaudited) 

200S 

S 64,471 S 75,880 $ 35,589 $ 54,120 
1,322 127 127 — 

Fiscal Year Ended June 30, 
(auitited) 

2009 2008 

S 94,411 $ 128,048 

$ 65,793 S 76,007 S 35,716 S 54,120 $ 94,411 $ 128,048 

5,509 J 
(1,827) 
(1,429) 
(8,827) 

13,167 S 
(1,158) 

(409) 
(9,813) 

5,455 $ 
(904) 
(210) 

(4,864) 

(4,332) S 
— 
— 

(5,857) 

3,682 
(253) 
(1^) 

(11,109) 
$ (6,574) $ 1,787 S 

7,992 

(11,245) 
(523) S (10,189) $ (7,879) $ (3^53) 

Operating Income (Loss) 
StoresOnline 
Crexendo Web Services 
Crexendo Network Services 
Unallocated comrporate item 
Consolid^ed 

Seasonality 

Our StoresOnline revenues are subject to seasonal fluctuations. Responses to our marketing for Preview Training 
Sessions and Internet Training Workshops arehistorically lower during the period fi-om June through Labor Day, and during the 
holiday season fi-om Thanksgiving Day tiirough the first few weeks of January. 

Technology 

We believe our developed proprietary technologies represent a key component of our business model. V<k believe 
these technologies distingtush our services and products fi-om tiie services and products offered by our competitors. In 
particular, our content management and website development software, which includes advanced editing capabilities in terms 
of content and website creation, dynamic image creation, hosting environment and infrastructure, and total customer relationship 
management 
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Our software platform is continuously being enhanced and is an innovative website-building environment. Features 
and functions ofour software include: 

during website development, our customers can experience the look and feel of their websites as if they were 
their own customers. They can shop, navi^te, order products, track orders, and more. If they want to change or 
add more elements, they can edit, rearrange, add, and delete the elements all within a dynamic, point-and-click 
environment; 

designs are customized based on the customers' choices and arrangements. Customers can modify the look and 
feel ofthe design to complement their services or products. In addition, design modification and arrangement 
are executed within a stieamlined, point-and-click environment; 

blogs, online journals, message boards, and forums that are easily integrated into the content ofthe website. As 
administiators, die customers have full contiol in terms of filterirg consent, allowing images, and otiier blog, 
message board, and forum permissions; 

customizable forms (hat address customer-specific needs. By using customized forms, our customers can set up 
secure, encrypted forms with improved ease to collect sensitive information fi-om their customers. This is 
especially usefiil for service-based businesses, as these forms can be used for job, loan, applications, 
questionnaires, bids, quotes, lead generation, etc. 

\ Advanced features include: ordering rules setup for shipping, sales tax, and discount codes, UPS integration, 
j inventory control system, gift certificate and gift card purchasing and redenption, integration with Amazon® 
\ Checkout and/or Google® Checkout Google® Base integration, eBay® auctions integration, shopping cart 
I supporting multiple currencies and price sets, automatic sitemap generation used by search engines, and 
I advanced website product search using filters to quickly narrow down the product offering based on product 
\ attributes:""" 

RESEARCH AND DEVELOPMENT 

We invested $3,090,000 for tiie year ended December 31,2010,$! ,044,000 for the six montiis ended December 31, 
I 2009, and $2,177,000 for die fiscal year ended June 30, 2009 in tiie research and development ofour technologies. The 
I majority of these expenditures were frar our search engine optimization tools, content managenKnt and web building tools, as 
j well as our hosted telecom product 

1 COMPETiriON 
I 
] Our narkets are increasingly competitive. Our competitors include companies which sell throu^ workshop formats 
; like ours, as well as portals, application service providers, software vendors, systems integrators and iirformation technology 
i consulting services providers. 

I 

i 10 
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Most of tiiese competitors, however, do not yet offer the full range of services we believe our target market requires. 
These competitors could elect to focus additional resources in our target markets, which could adversely affect our business 
prospects, financial position and results of operations materially. Many ofour current and potential competitors have longer 
operating histories, larger customer bases and longer relationships wifli customers as well as significantiy greater financial, 
technical, marketing and public relations resources than we do. 

Additionally, should we determine to pursue acquisition opportunities, we may compete with otiier con^janies with 
similar growtii strategies. Some of these competitors may be larger and have greater financial and other resources than us. 
Competition for these acquisition targets could also result in increased prices of acquisition targets and a diminished pool of 
con^anies available for acquisition. 

There are relatively low barriers to entry into our business. Our proprietary technology does not preclude or inhibit 
competitors fi-om entering our markets. In particular, we anticipate new enffants will attempt to develop conpeting products and 
services or new forums for conducting e-commerce which could be deemed competition. Additi'onally, if e-commerce or 
Internet based enterprises with more resources and name recognition were to enter our markets, they may redefine our industry 
and make it difficult for us to compete. 

Expected technology advances associated witii the Internet, increasing use ofthe bttemet, and new software products 
are welcome advancements that we believe will broaden the Internet's viability as a marketplace. We anticipate that we can 
compete successftiliy by relying on our infrastructure, marketing stiategies and techniques, systems and procedures, and by 
adding additional products and services in the fixture. We believe we can continue the operarioii ofour business by periodic 
review and revision to our product offerings and marketing approach. 

INTELLECTUAL PROPERTY 

Our success depends in part on using and protecting our proprietary technology and other intellectual property. 
Furthermore, we nuist conduct our operations without infringing on the proprietary rights oftiiird parties. We also rely upon 
trade secrets and the know-how and expertise ofour key employees and independent contractors. To protect our proprietary 
technology and other intellectual property, we rely on a con^ination oftiie protections provided by applicable copyright, 
trademark and trade secret laws, as well as confidentiality procedures and licensing arrangements. Altiiough we believe we 
have taken appropriate steps to protect our intellectual property rights, including requiring employees and tiiird parties who are 
g-anted access to our intellectual property to enter into confidentiality agreements, these measures may not be sufficient to 
protect our rights against tiiird parties. Others may independentiy develop or otherwise acquire unpatented technologies or 
products similar or superior to ours. 

We license firom tHrd parties certain software and Internet tools which we include in our services and products. If any 
of tiiese licenses were terminated, we could be required to seek licenses for similar software and Internet tools fi-om other third 
parties or develop these tools internally. We may not be able to obtain such licenses or develop such tools in a timely feshion, 
on acceptable terms, or at all. 
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Companies particip^ng in the software and Internet technology industries are fi-equently involved in disputes relating 
to intellectual property. We may be required to defend our intellechial property rights against infringement, duplication, 
discovery and misappropriation by tiiird parties or to defend against third-party claims of infringement Likewise, disputes may 
arise in the foture with respect to ownership of technology developed by employees who were previotisly einployed by other 
companies. Any such litigation or disputes could be costiy and divert our attention from our business. An adverse determination 
could subject us to significant liabilities to third parties, require us to seek licenses from, or pay royalties to, third parties, or 
require us to develop appropriate alternative technology. Some or all of these licenses may not be available to us on acceptable 
terms, or at all. In addition, we may be unable to develop alternate technology at an acceptable price, or at all. Any of these 
events could have a material adverse effect on our business prospects, financial position or results of operations. 

EMPLOYEES 

As of February 28, 2011, we had 395 employees; 297 fiill time and 98 part time, including six executives, 104 in 
sales, 17 in marketing, sales administration and event planning, 31 in the development ofour e-commerce solutions and IT, 19 
in website production, 23 in SEO fiilfillmcnt, 90 in event reservations, 56 in customer support, and 49 in finance, le^l and 
general adminisir^on. 

CORPORATE INFORMATION 

iMergent, inc, was incorporated as a Nevada corporation on April 13, 1995. In November 1999, we were 
reincorporated under the laws of Delaware. Effective July 3, 2002, we changed our corporate name to "iMergent, Inc." to 
better reflect tiie scope and direction ofour business activities of assisting and providing web-based technology solutions to 
enti-epreneurs and small businesses who are seeking to establish a viable e-commerce presence on the Internet 

We are headquartered at 1615 Soutii 52"^ Street Tempe, AZ, 85281, and our telephone nurhber is (623) 242-5959. Our 
website is www.imergentinc.com. Our website and tiie information contained Therein or connected thereto shall not be deemed 
to be incorporated into this Annual Report 

We make available free of charge on or through our Internet website our annual reports on Form lO-K, quarterly 
reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports as soon as reasonably practicable after 
such material is electronically filed witii or flirnished to the Securities Exchange and Commission (SEC). 

You nray read and copy this Annual Report at tiie SEC's public reference room at 450 Fifth Stieet, NW, Washington 
D.C. 20549, Infonnation on the operation oftiie public reference room can be obtained by calling the SEC at 1-800-
SEC-0330. The SEC maintains an hiteniet site that contains reports, proxy and information statements and other information 
regarding our filings at www.sec.gov. 
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GOVERNMENTAL REGULATION 

Wfe are subject to regulations generally applicable to all businesses. In addition, because of DIB: workshop sales 
format, we are subject to laws and regulations concertung sales and marketing practices, and particularly those with regard to 
business opportunities, franchises and selling practices. We assert that we do not offer our customers a "business opportunity "̂' 
or a "franchise", as those terms are defined in applicable statutes oftiie states and otiier jurisdictions in which we operate, fit 
general, with tiie exception of California, in order to be subject fo business opportunity regulations in a state, a company is 
typically required to provide a representation guaranteeing a retum in excess ofthe purchase price and/or provide a marketing 
plarL We do neither. \^rious states and other jurisdictions, however, have contended we sell a business opportunity and we 
have been involved in multiple regulatory proceedings as a result of those contentions, ft is possible tiiat we will be required 
to register as a seller ofa business opportunity in some states or other jurisdictions in which we do business. The requirement 
to register may have an adverse impact on our business. We believe we operate in compliance with laws concerning sales 
practices, which laws in some jurisdictions require us to offer the customer a three-day "cooling off' or rescission period in 
which customers may cancel their workshop purchases. If we are required to register as a seller of business opportunities we 
may be .subject to rescission periods in excess of three days. Although we do not believe we are required to offer rescission 
rights in most states, we voluntarily provide such rescission rights. These rights could reduce our sales if customers who 
purchase products and services at our workshops elect to exercise those rights. 

We are also subject to an increasing number of laws and regulations directiy applicable to internet access and 
commerce. The adoption of any such additional laws or regulations may decrease the rate of growth ofthe Internet, which could 
in turn decrease the demand for our products and services. Such laws may also increase our costs of doing business or 
otherwise have an adverse effect on our business prospects, financial position or results of operations. Moreover, the 
applicability to the Internet of existing laws governing issues such as property ownership, libel, and personal privacy is 
uncertain. In particular, one channel we use to initially contact our customers is e-mail. The use of e-mail for this purpose has 
become the subject ofa number of recently adopted and proposed laws and reflations. Future federal or state legislation or 
regulation could have a material adverse effect on our business prospects, financial condition and results of operations. 

INTERNATIONAL OPERATIONS 

For a discussion of revenues relating to our international activities, see Note 1, enat]ed Business Segment and 
Related Information, in our consolidated financial statements. 

FTEMIA. RISK FACTORS. 

In addition to factors discussed elsewhere in this Annual Report, the following are important risks which could 
adv^sely affect our future results. If any ofthe risks we describe below materialize, or if any unforeseen risk develops, our 
operating restdts may suffer, our financial condition may deteriorate, the trading price ofour common stock may decline 
and our investors could lose all or part of their investment. 

Proposed Federal Trade Commission rules could adversely impact the manner in which we solicit potential 
customers. 
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On April 5, 2006, the Federal Trade Commission announced proposed rules affecting sellers of business 
opportunities. Under current law, we do not believe we sell a business opportunity. The rules, if amended, could require us to 
provide a disclosure statement to potential customers prior to a sale in excess ofa tiireshold amount Wfe would then either be 
required to provide disclosure documents to all potential customers who signup for a preview or provide the disclosure 
document to all preview custorcKrs who elect to attend the workshop. If those rules were adopted and we were determined to 
be a seller of business opportunities, such determination could ne^tively impact the manner in which we solicit potential 
customers and could lead to a decrease in sales. We believe we currently comply with the business opportunity statute in the 
State of California, and we provide die disclosure document to al! preview customers who elect to attend the workshop. 

We have been subject to a number of claims by governmental agencies that we are required to register as a seller of 
business opportunities, including actions seeking restraining orders or injunctions, and adverse decisions in these matters 
could adversely affect our business. 

We have been subject to a number of claims by govemmenSl agencies which claim that we are required to register as 
a seller or provider of business opportunities. We have successfijlly defended such claims^ except in the State of California 
which has a statute with substantially different requirements than other jurisdictions. No assurances can be given that there will 
not be other jurisdictions which may brir^ actions on similar grounds, or tiiat such claims may be successftiliy defended. We 
assert we do not sell a business opportunity and have not therefore registered as a seller under the various statutes (other than 
California). Any new actions filed against us could also have a material negative impact on our sales or operations. If it Is 
determined in any other state tiiat we are required to regster as a seller of business opportunities in order to engage in business 
in that state, the requirement to do so could materially impair our business operations and/or force us to change our business 
model and consequentiy may adversely affect our revenue, increase our compliance costs, and reduce our profitability. 

Changes in international and domestic laws and regulations and the interpretation and enforcement of such laws 
and regulations could adversely impact our financial results or ability to conduct business. 

We are subject to a variety of international, federal and state laws and regulations as well as oversight from a variety 
of international and domestic governmental agencies. The laws governing our business inay change in ways that harm our 
business. Federal, state or foreigji gpveriKiental agpncies administerii^and enforcii^such laws may also choose to interpret 
and apply them in ways that harm our business. These interpretations are also subject to change. Regulatory action could 
materially impair or force us to change our business model and may adversely affect our revenue, increase oiff compliance 
costs, and reduce our profitability. In addition, govemmental agencies such as the SEC, TRS or state taxing authorities may 
conclude that we have violated federal laws, state laws or other rules and regulations, and we could be subject to fines, 
penalties or other actions tiiat could adversely impact our financial results or our ability to conduct business. 

From time to lime we are and have been the subject of governmental inquiries and investigations into our business 
practices that could require us to change our sales and marketing practices or pay damages or fines, which could 
negatively impact our financial results or ability to conduct business. 

From time to time, we receive inqtiiries from federal, national, state, city and local government officials in the various 
jurisdictions in which we operate. These inquiries and investi^tions generally concern compliance with various city, county, 
state and/or federal regulations involving sales, representations made, customer service, refund policies, and marketing 
practices. We respond to these inquiries and have generally been successful in addressing the concerns of these persons and 
entities, witiiout a formal complaint or charge being nrade, althou^ fliere is often no formal closing oftiie inquiry or 
investigation. See Part I, Item 3, Legal Proceedings, for a discussion of SOTTK of these pending matters. The ultimate resolution 
of these or other inquiries or investigations may have a material adverse effect on our business or operations, or a formal 
complaint could be initiated. During the ordinary course of business we also receive a number of complaints and inquiries from 
customers, govemmeiUal and private entities. In some cases these con^slaints and inquiries have ended up in civil court While 
we attempt to resolve tiiese matters on a mutually satisfactory basis, there can be no assurance that (he ultimate resolution of 
these matters will not have a material adverse effect on our business or results of operations. \\fe are also subject to various 
claims and legal proceedir^ covering matters which arise in the ordinary course of business. We believe tiie resolution of 
these otiier cases will not have a material adverse effect on our business, financial position, or results of operations. 
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We have been targeted by certain companies that contact our customers and misrepresent an affiliate relationship, 
or solicit our customers to pay for services in seeking a refund. 

Some ofour customers have been contacted by unrelated parties that claim to have a relationship witii us. Those 
unrelated parties attempt to sell our customers certain products. They often misrepresent tiiat they have an affiliate relationship 
with us. In some cases the products sold by these conpanies are not as advertised and we have received complaints from 
custwners. In certain instances the sale of products from non-affiliated third parties impacts our ability to have affiliated 
companies market to our customers. In addition we have been targeted by unscrupulous marketing conpanies that call our 
customers and solicit business scliing "refund kits", we believe these Idts and services instruct our customers to lie about their 
transactions with us, the quality of service, and encourage our customers to contact regulators and misrepresent their 
transactions with us. 

From time to time we are and Have been the subject of customer complaints and lawsuits relating to our business 
practices which could require us to change our sales and marketing practices or piQ^ damages or fines, which could 
negatively impact our financial results. 

In the ordinary course of business, we receive c<Knplaints and inquiries from both customers and govemmental and 
non-govemmenta] bodies onbehalf of customers and, in some cases, these customer complaints have resulted in litigation. 
Some of tiiese matters are pehdlr^. The ultirnate resolution of these matters may have a naterial adverse effect on our financial 
position or results of operations. 

We may be required to reduce our prices in order to compete which could negatively impact our profitability. 

As competition with our StoresOnline software increases and as our Crexendo Web Services and VbTP (voice over 
internet protocol) services continues to expand, we may be required to respond to additional competition which could require 
us to lower prices and engage in price competition. If intense price competition occurSj we may be forced to lower prices, 
which could result in lower revenue and gross margins. 

We collect personal and credit card information from our customers and employees which could be subject to 
misuse. 

"Wfe maintain credit card and other personal information in our systems. Due to the sensitive nature of retaining such 
infonnation we have implemented policies and procedures to preserve and protect our data and our customers' data against 
loss, misuse, corruption, misappropriation caused by systems friilures, unautiiorized access or misuse. Notwithstanding these 
policies, we could be subject to liability claims by individuals and customers whose data resides in our databases for the 
misuse of tiiat infonnation. 

We are subject to claims that our software is "defective " and difficult to use and that a substantial number ofour 
customers do not activate their web pages. 

We have been subject to claims by purchasers tiiat our software is "defective" and difficult to use. Our software is a 
SaaS model (software as a service) and is hosted remotely on our servers in Orem, Utah. We utilize "cloud computing," which 
means that our software is hosted remotely, and as such cannot be selectively defective, but repeated claims of defective 
software could have a negative effect on our ability to sell our products. We have also been subject to various claims that our 
software is difficult to use. We contend our software is interactive, and can be used properly by our customers. However, the 
claims of it being difficult to use are investigated by various regulatory agencies, and the persistence of such claims by 
regulatory a^ncies, in the news media, and on tiie Internet, may have a substantial negative impact on OIF ability to transact 
business. The claims that a substantial number ofour customers do not activate their websites may impact the manner in which 
we conduct our seminars and may have a negative impact on our operations. 
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The telecommunications industry is highly competitive. We face intense competition from traditional telephone 
companies, wireless companies, cable companies and alternative voice communication providers. 

Our \foIP telecommunication product competes with other MbTP providers (such as \fonage). In addition it also 
competes with fraditional telephone service providers (such as AT&T) which provide telephone service based on the public 
switched telephone network. Some of these traditional service providers also provide internet service to their customers. Our 
VblP offering is not fijlly compatible with such customers. Some of tiiese traditional providers have also added U)IP services. 
There is also competition for cable providers, which have added \foIP services to their existii^ cable customers. The 
telecommunications industry is h i ^ y competitive. We face intense competition ftxim traditional telephone companies, wireless 
companies, cable companies, and altemative voice communication providers. 

Most traditional wireline and wireless telephone service providers, cable conpanies, and some MilP providers are 
substantially larger and better capitalized than we are and have the advantage ofa large existing customer base. Because most 
ofour target customers are already purchasing communications services from one or more of these providers, our success is 
dependent upon our ability to attract target customers away from their existing providers. Our competitors' financial resoxirces 
may allow them to offer services at prices below cost or even for free in order to maintain and gain market share or otherwise 
improve their competitive positions. 

Our ability to provide VoIP is dependent upon third-parly facilities and equipment, the failure of which could 
cause delays or interruptions ofour service and impact our revenue and profitability. 

Our ability to provide quality and reliable telephony service is in part dependent upon Ihe proper functioning of 
facilities and equipment owned and operated by third parties and is, therefore, beyond our control. Our \foIP service (and to a 
lesser extend our e-commerce services) requires our customers to have an operative broadband Internet connection and an 
electrical power supply, which are provided by the customer's Internet service provider and electric utility company and not by 
us. The quality of some broadband Internet connections may be too poor for custoiners to use our services properly. In addition, 
if there is aity intemjption to a customer's broadband Internet service or electrical power supply, that customer will be unable 
to make or receive calls, including emergency calls, using our service. We outsource several ofour network functions to 
third-party providers. If our titird-party service providers fail to maintain these fecilities properly, or feil to respond quickly to 
problems, our customers may experience service interruptions. The failure of any of these tiiird party service providers to 
properly maintain services may be subject to factors including but not limited to the following: (i) cause a loss of customers, 
(ii) adversely affect our reputation, (iii) cause negative publicity, (iv) ne^ively impact our ability to acquire customers, (v) 
negatively impact our revenue and profitability and (vi) potential law suits for loss of business. Joss of reputation or failure to 
be able to access emergency services. 

We rely on third parties to provide a portion ofour customer service representatives, initiate local number 
portability for our customers and provide aspects ofour E-9JI service. 

We offer ourtelephony customers support 24 hours a day, seven days a week. Wfe rely on third parties (sometimes 
outside ofthe U.S) to provide some services that respond to customer inquiries. These (faird-party providers generally represent 
us without identifying themselves as independent parties. The ability of tfiird-party.providers to provide tiiese representatives 
may be disrupted due to issues outside our control. 

We also maintain an agreement with an E-911 provider to assist us in routingemergencycallsdirectiyto an emergency 
service dispatcher at tiie PSAP Jn the area oftiie customer's registered location and terminating E-911 calls. We also contt-act 
with a provider for the national call center that operates 24 hours a day, seven days a week to receive certain emergency calls 
and with several companies that maintain PSAP databases for tiie purpose of deploying and operating E-911 services. 
Interruptions in service from these vendors could cause feilures in our customers' access to E-911 services and expose us to 
liability. 
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We also have agreements witii companies that initiate our local number portability, which allow new customers to 
retain their existing telephone numbers when subscribing to our services, We will need to work with these companies to 
properly port numbers. The failure to port n u n ^ r s may subject us to loss of customers or regulatory review. 

If any of these third parties do not provide reliable, M^qual i ty service, our reputation and our business will be 
harmed. In addition, industry consolidation among providers of services to us may impact our ability to obtain these services or 
increase our expense for these services. 

We are subject to the risk of future disruptive technologies. If new technologies develop that are able to deliver 
competing voice and messaging services at lower prices, better or more conveniently, it cotdd have a material adverse 
effect on us. 

Our VbEP product competes a^inst establJslwd alternative voice communication providers, (such as Skype or Magjc 
Jack). While we believe the technology we eniploy provides substantially better quality, changes in technology could allow 
these altemative providers to deliver comparable quality at a siAstantially lower price. In addition as wc continue providing 
VoW services, we are likely to face competition from emerging con^etitors focused on newer, less costiy technology. In order 
to compete with such service providers, we may have to reduce our prices, which would impair our profitability, or offer 
additional features that may cause us to incur additional costs without commensurate price increases. 

If we fai l to adapt io rapid changes in the market then our products and services could become obsolete. 

The market for our products and services is constar^y and rapidly evolving. There is substantial competition for our 
e-commerce services, Crexendo Business Services, and our M>IP telephony product As conqaetitors introduce new and 
enhanced products and services, we may not be able to develop or acquire new products and services that compete effectively. 
New products based on new technologies or new industry standards could render our existing products obsolete and 
unmarkeuble. Any technical flaws in products we release could have a negative effect on customer adoption and our reputation. 

Fluctuations in our operating results may affect our stock price and ability to raise capital. 

Our operating results for any given quarter or fiscal year should not be relied upon as an indication of fiiture 
performance. Quarter to quarter compaisons ofour results of operations rnay not be meaningfiil as a result of (i) our limited 
operating lustory relating to Crexendo ^̂ feb Services and Crexendo Network Services and (ii) the emergii^ nature ofthe 
marlsits in which we compete. Our future results will fluctuate, and those results may fall below the expectations of investors 
and may cause die tiading price of our common stock to fell. TMs may impair our ability to raise capital, should we seek to do 
so. Our quarterly results may fluctuate based on, but not limited to, the following fectors: 
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our ability to attract and retain customers; 

negative publicity about our industry, events, or prodiicts; 

one-time events that ne^tively impact attendance and sales at our Preview Training Sessions and Internet 
Training Worlshops; 

seasonal fluctuations in our business; 

fluctuations in collections ofour extended payment term a^eements; 

number of workshops in a ^ven period; 

intense competition; 

changes in pricing policies; 

regulatory actions and legal proceedings; 

Internet and online services usage levels and the rate of market acceptance of these services for transacting 
commerce; 

our ability to timely and effectively upgrade and develop our systems and infrastiucture; 

changes to our business model resulting from regulatory requirements; 

our ability to control certain costs; 

our ability to atfract, frain and retain skilled management as well as sfrategic, technical and creative 
professionals; 

technical, legal and regulatory difficulties with respect to our workshop disfribution channel and Internet use 
generally; 

tiie availability of working capital and the amount and timing of costs relati'ngtoour ej^ansion; and 

general economic conditions and economic conditions specific to Internet technology usage and e-commerce. 
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Errors in our technology or technological issues outside our control could cause delays or interruptions to our 
elastomers. 

Our services (incltiding e-commerce and \bIP) may be disrupted by problems with our technology and systems such as 
malfrmctiong in our software or other fecilities and overloading of ow network. In addition ti^ere may be service intem^tions 
for reasons outside our control. Our customers and potenti al customers subscribing to our services have experienced 
interruptions in the past and may experience interruptions in the fimire as a result of these types of problems. Interruptions could 
cause us to lose customers and offer customer credits, which could adversely affect our revenue and profitability. Network 
interruptions may also impair our ability to sign-up new customers. In addition since our systems and our customers' ability to 
use our services are Internet-dependent, our services may be subject to "haclsr attecks" from the Internet, which could have a 
significant impact on our systems and services. Our customers' ability to use our services is dependent on third-party internet 
providers which may suffer service disruptions. If service interruptions adversely affect the perceived reliability ofour 
service, we may have difficulty attracting and retaining custoiners and our growth may suffer. 

Adverse publicity could reduce customer interest in our workshops and harm our financial results. 

Ws have received adverse publicity concerning our business, and may, in the future, receive additional adverse 
publicity concerning our business. Adverse publicity concerning our business, including our Internet Training Workshops, 
products, services, management or legal proceedings could reduce tiie response rates to our advertisements, reduce attendance 
and purchase rates at our workshops and third-party sales to our customers, and thereby adversely affect our revenues. We do 
not always know when adverse publicity may occur and cannot accurately predict its impact on our business and results of 
operati'ons. 

We may need to monetize a substantial portion ofthe customer receivables generated by our workshop business. If 
we are unable to do so we may be required to raise additional working capital. 

>Afe offer our customers a choice of payment options at our Internet Training \\forkshops, including an installment 
payment plan. These installment contracts are either sold to one of several tiiird-party finance companies, with or witiiout 
recourse, or are retained by us. TTiereafter, we sometimes seek to sell tiie service contracts to the servicer or other tiiird parties. 
We have in the past ciqierienced difficulties selling these installment confracts at levels that provide adequate cash flow for our 
business, and a recurrence of these difficulties would likely require us to raise additional working capital to allow us to service 
these assets on our own. Since May 2004, we have not sold installment contracts with any recourse provisions. 

Our ability to use our net operating loss carryforwards may be reduced in the event of an ownership change, and 
could adversely affect our financial results. 

As ofDeceraber31,2010, we had net operating loss C^NOL"") carryforwards of approximately $6,092,000. 
Section 382 imposes limitations on a corporation's ability to utilize its NOL carryforwards. In general terms, an ownership 
chan^ results from transactions increasing the ownership of certain stockholders in the stock ofa corporation by more than 
50% over a three-year period. Since our foTmation, we have issued a significant number of shares, and purchasers of those 
shares have sold some of tiiem, resulting in two ownership changes, as defined by Section 382. As a result ofthe most recent 
ownership chaise, utilization ofour NOLis subject to an annual limitation determined by multiplying die value ofour stock at 
the time ofthe ownership change by the applicable federal long-term tax-exempt rate. The annual limitation is approximately 
$461,000. Anylimited amounts maybe carried over into later years, and the amount ofthe limitation may, under certain 
circumstances, be increased by tiie "recognized built-in gains" (hat occur during the five-year period after flie ownership change 
(the recognition period). Future changes in ownership ofmoretiian 50% may also limit the use of these remaining NOL 
carryforwards. Our earnings, if any, and cash resources would be materially and adversely affected if we cannot receive the 
full benefit oftiie remaining NOL carryforwards. An ownersMp change could occur as a result of circumstances that are not 
within our confrol. 
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We depend on our senior management and other key personnel, and a loss of these individuals could adversely 
impaci our ability to execute our business plan and grow our business. 

We depend on the continued services ofour key personnel, including but not limited to our Chief Executive Officer, 
Steven G Mihaylo, Chief Financial Officer, Jonathan Erickson, Chief Technical Officer, David Rosenvall, Cltief Adminisfrative 
Officer, David KrJetzberg, Chief Legal Officer, Jeffery Kom, and Chief Operating Officer, Clint Sanderson, as well as certain 
speakers at our Preview Training Sessions and hitemet Training Workshops. Each of these individuals has acquhred specialized 
knowledge and skills with respect to our operations- The loss of one or more of these key personnel could negatively impact 
our performance. In addition, we expect to hire additi"ona] personnel as we continue to execute our strategic plan, particularly if 
we are successfid in expanding our operations. Competition for the limited number of qualified personnel in our industry is 
inteiise. At times, we have experienced difficulties in hirir^ personnel with the necessary training or experience. 

We are dependent on credit card issuers who provide us with merchant accounts that are used to receive payments 
from our customers and if we cannot maintain these merchant accounts our business would be harmed. 

Each financial iiBtitution that issues merchant accounts establishes limits tMi the amount of payments which may be 
received tiirough the account. Our merchant accounts reqm're us to keep reserves on deposit with them to protect the financial 
institutions against losses they may incur with respect to the accounts. We have, in the past experienced difficulty in maintaining 
these merchant accotmts in good standing due to changes in tiie reserve requirements iniposed by the issuing banks and the 
transaction amountpermitted and changes in tiie rate of charge-backs. Ifwe were to experience a significant reduction in or loss 
of these merchant accounts our business would be severely and negatively impacted. 

We might require additional capital to support business growth and fund other needs ofthe business, and such 
capital might not be available. 

We intend to continue to make investments to support business growth and may require additional fimds to respond to 
business opportunities and challenges, which include the opportunity to increase our revenue by increasing the number of 
customer msmllment confracts that we retain rattier than sell, the need to develop new products or enhance existing products, 
the need to enhance our operating infrastructure and tiie opportunity to acquire complementary businesses and technologies. 
Accordingly, we may elect or need to engage in equity or debt financing to secure additional fiinds. However, equity and debt 
financing might not be available when needed or, if available, might not be available on terms satisfectory to us. if we are 
unable to obtain financing on terms satisfactory to us, our ability to continue to support our business growth and to respond to 
business challenges could be significantiy limited. 

Our operations could be hurt by a natural disaster, network security breach, or other catastrophic event. 

Substantially our entire network infrasfructure is located in Utah, an area susceptible to earthquakes. We do not have 
multiple site capacity if any catastiophic event occurs and, altiiough we do have a redundant network system, this system does 
not guarantee continued reliability if a catastrophic event occurs. Despite impleinHitationofnetwork security measures, our 
servers may be vulnerable to computer viruses, break-ins and similar disruptions from unautiiorized tampering with our 
computer systems. In addition, if tiiere is a breach or alleged breach of security or privacy involving our services, or if any 
third party undertakes illegal or harmfiil actions using our communications or e-commerce services, our business arid reputation 
could suffer substantial adverse publicity and impairment 
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Our operations could be hurt by terrorist attacks, fear of disease and other activity and events that make air travel 
difficult or reduce the willingness of customers to attend ow workshops. 

We rely on frequent presentations of our Preview Training Sessions and Intemet Training Worlshops by a limited 
number of persons in various cities and these persons geiKrally fravel by air. In addition, tiiese Preview Trainii^ Sessions and 
Internet Training Workshops involve large groups of persons in i^scale and sometimes marquis hotel facilities. Our business 
would be materially and adversely affected by air fravel becoming less available due to sigriificant cutbacks in the fi-equency of 
service or significant increases in processing times at airports due to security or other fectors or by air travel becoming 
unavailable due to govemmental or other action as was the case during a brief period in September 2001. In addition, our 
business would be materially and adversely affected if our potential customers were to become fearful ofattending large public 
meeting?. 

The market for our products and services is evolving and our position in that market is uncertain. 

The markets for our products and services are continuing to evolve and are increasingly competitive. Demand and 
nrnrkEt acceptance for recentiy infroduced and proposed new products and services and sales of such products and services 
inteiTiation^lIy are subject to a high level of uncertainty and risk. Our business may suffer if the market develops m an 
unexpected manner, develops more slowly than in the past or becomes saturated with competitors, if any new products and 
services do not sustain market acceptance or if our efforts to expand internationally do not sustain market acceptance. 

We may nol have the resources to compete with other companies within our industry. 

Many ofour direct competitors have announced their intention to offer a range of Intemet products and services 
comparable to those offered by us. Ihese cotrrpetitors at any time could elect to focus additional resources in our target markets, 
which could materially and adversely affect us. Many ofour current and potential competitors have sfronger brarid recept ion, 
longer operating histories, larger customer bases, longer relationships with customers and sigm'ficantiy greater finatKiai, 
technical, inarkcting and public relations resources than we do. We believe our competitors may be able to adapt more quickly 
to new technologies and customer needs, devote greater resources to the promotion or sale of their products and services, 
initiate or witiistand substantial price competition, take advantage of acquisition or other opporturiities more readily or develop 
and expand ftieir product and service offerings more quickly. 

Our expansion into international markets and development of country-specific e-commerce products and services 
may be difficult or unprofitable. 

Wfe have commenced operations in selected international markets. There are difficulties inherent in doing business in 
international markets such as: 

cultural, language and other differences between markets could result in lower tiian anticipated attendance at 
our Preview Training Sessions and Intemet Training Workshops and/or lower tiian anticipated sales; 

banking and payment mechanisms that differ from those in tiie United States and make it more difficult for us to 
both accept payments by credit card and offer to customers a product that allows customers to accept credit 
card payments on their websites; 
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unproven markets for our services and products; 

uneTq̂ ected changes in regulatory requirements; 

terrorism, war and international conflict; 

potentially adverse tax environmeni; 

export resfrictions and tsriffs and other trade barriers; 

burdens of complying witii applicable foreign laws and exposures to different legal standards, particularly with 
respect to sales and marketing practices, intellectual property, privacy and distribution of potentially offensive 
or unlawfiil content over the Internet; 

fluctuations in currency exchange rates; and 

restrictions on repatriating cash from foreign markets. 

; Evolving regulation ofthe Internet, including the use of e-mail as a marketing tool, may harm our business. 

As e-commerce and VOIP continue to evolve they are subject to increasing regulation by federal, state, and foreigp 
; agencies. Areas subject to regulation include, but may not be limited to, the use of e-mail, user privacy, pricing, coitten^ quality 
: of products and services, taxation, advertising, intellechial property rights, and information security, hi particular, our initial 
i contact with mariy ofour customers is tiirough e-mail. The use of e-mail for this purpose has become the subject ofa number of 
j recently adopted and proposed laws and regulations. In addition, laws and regulations applying to the solicitation, collection, 
j orproQe.ssing of personal or ccmsumer. information could negatively affect our activities. The perceptt'on of security and privacy 
\ concems, whether or not valid, may inhibit market acceptance ofour products. In addition, legislative or regulatory 
3 requirements may heighten these concerns if businesses muslnotify website users that the data captured after visiting websites 
i maybe used by mariketing entities to unilaterally direct product promotion and advertising to that usen Moreover, die 
; applicability to the Intemet of existing laws governing issues such as intellectual property owiKrship and infringement, 
\ copyright, trademark, trade secret, obscenity and libel is i^certain and developing. Furthermore, any regulation imposing fees 
I or assessing taxes for Intemet use could result in a decline in ttie use ofthe Internet and the viability of e-commerce. Any new 
I legislation or regulation, or the application or interpretation of existing laws or regulations, may decrease tiie growth in the use 
; ofthe Internet, inay impose additional burdens on e-commerce or may require us to alter how we conduct our business. This 
\ could decrease the demand for our products and services, increase our cost of doing business, increase the costs of products 
! sold tiirough (he Intemet or otherwise have a negative effect on our business, results of operations and financial position. 
"j 
; Internet security issues pose risks to the development of e-commerce and our business. 
•j 

;̂  Security and privacy concems may inhibit the growth ofthe Internet and other online services generally, especially as 
\ a means of conducting commercial transactions. 
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We could experience security breaches in the transmission and analysis of confidential and proprietary 
information ofthe consumer, the merchant, or both, as well as our own confidential and proprietary information. 

Anyone able to circumvent security measures could misappropriate proprietary infommtion or cause interruptions in 
our operations, as well as tiie operations oftiie merchant We may be required to expend significant capital and other resources 
to protect against security breaclKS or to mininiize problems caused by security breaches. To the extent that we e)q>erience 
breaches in the security of proprietary information which we store and transmit, our reputation could be damaged and we could 
be exposed to a risk of loss or litigation. 

We depend upon our proprietary intellectual property rights, none of which can be completely safeguarded against 
infringement. 

We rely \ipon copyright law, frade secret protection and confidentiality or license a^eements witii our employees, 
customers, business partners and oftiers to protect our proprietaiy r i^ t s , but we cannot guarantee diat the steps we have taken to 
protect our proprietary rights will be adequate. We do not currently have any patents or registered frademarks, and effective 
trademark, copyright and trade secret protection may not be available in every country in which our products are distributed or 
made available through tiie Internet. In addition, there can be no assurance that a patent will issue or a ti-ademark will be 
referred based on our pending applications. 

We may incur substantial expenses in defending against third-party patent and trademark infringement claims 
regardless of their merit. 

From time to time, parties may assert patent infringement claims against us in the form of letters, lawsuits and otiier 
forriK of communication. Third parties may also assert claims against us alleging infringenent of copyri^ts, tiademark rights, 
frade secret rights or otiier proprietary rights or alleging unfeir competition. If there is a determination that we have infringed 
third-party proprietary ri^its, we could incur substantial monetary liability and be prevented from using tiie rights in the fiiture. 

We are aware of lawsuits filed against certain ofour competitors regarding the presentment of advertisements in 
response to search requests on "keywords" tiiat may be n-ademarks of third parties, ft is not clear what, if any, impact an 
adverse ruling in these recently filed lawsuits would have on us. Many parties are actively developing search, indexing 
e-commerce and other web-related technologies. We believe that these parties will continue to take steps to protect these 
technologies, including seeking patent protection. Asa result, we believe that disputes regarding the ownership of these 
technologies are likely to arise in the fiitire. 

There are lew barriers to entry into the e-commerce services market and, as a result, we face significant 
competition in a rapidly evolving industry. 

Wfe have no patented technology, and only a limited amount of otiier proprietary technology, that would preclude or 
inhibit competitors from entering our business. In addition, the costs to develop and provide e-commerce services are relatively 
low. TTierefore, we expect tiiat we will continually face additional competition from new enfrants into tiie market in the fiittire. 
There is also the risk that our employees or independent conti-actors may leave and start competing businesses. The emergence 
offtiese enterprises could have a material adverse effect on us, Existli^ or future competitors may better address new-
developments or react more favorably to c h a n t s within our industry and may develop or offer e-commerce services providing 
signficant technological, creative, performance, price or other advantages over tiie services tiiat we offer. 
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Future sales of common stock by our existing stockholders and stock options granted by us could adversely affect 
our stock price. 

TTie marlffit price ofour common stock could decline as a result of sales ofa large number of shares ofour common 
stock in the market or the perception that these sales could occur. These sales also might make it more difficult for us to sell 
equity securiti'es intiiefutureatatimeandatapricethatwedeemappropriate. AsofFebruary28,2011,wehad 
outstanding 10,645,135 shares of common stock. 

Additional dilution will result if outstanding options are exercised. As of February 28,2011, we had outstanding stock 
options to purchase 1,279,585 shares of common stock. In addition, in the event fiiture financings should be in the form of, 
convertible into or exchangeable for our equity securities, investors may experience additional dilution. 

Our business could be materially and adversely affected as a result of general economic and market conditions. 

We are subject to the effects of general global econotnic and marl«t conditions. Unfevorafale changes in economic 
conditions, including inflation, recession, or otiier changes in economic conditions may cause businesses and enfrepreneurs to 
curtail or eliminate spending on e-commerce services or to reduce demand for our products and services. An adverse change in 
economic conditions may adversely affect our business. 

Some provisions ofour certificate of incorporation and bylaws may deter takeover attempts that may limit the 
opportunity ofour stockholders to sell their shares at a favorable price. 

Some of foe provisions ofour certificate of incorporation and bylaws could make it more difficult for a third party to 
acquire us, even if doing so m i ^ be beneficial to OIF stockholders by providing tiiem with the opportunity to sell their shares 
at a premium to Ihe then market price. Our bylaws contain provisions regulating the infroduction of business at annual 
stockholders' meetings by anyone other than the board of directors. These provisions may have the effect of making it more 
difficult,- delaying, discouragii^ prevenrir^ or rendering more costiy an acquisition or a change in confrol ofour Company. 

In addition, our corporate charter provides for a staggered board of directors divided into two classes. Provided that 
we have at feast four directors, it will take at least two annual meetings to effechiate a change in confrol oftiie board of 
directors because a majority oftiie directors cannot be elected at a single meeting. This extends tiie time required to effect a 
change in control oftiie board of directors and may discourage hostile takeover bids. Wecurrentiy have six directors. 

Further, our certificate of incorporation authorizes tiie board of directors to issue up to 5,000,000 shares of preferred 
stock, which may be issued in one or more series, the terms ofwhich may be determined at tiie time ofissuancebythe board of 
directors without further action by stockholders. Such terms may include voting ri^ts, including the right to vote as a series on 
particular matters, preferences as to dividends and liquidation, conversion and redenpdon ri^its and sinking fiind provisions. 
No shares of preferred stock are currentiy outstandii^ and we have no present plans fbr the issuance of any preferred stock. 
However, the issuance of aity preferred stock could materialty adversely affect the rights of holders ofour common stock, and 
tiierefore could reduce its value. In addition, specific ri^ts granted to fiiture holders of preferred stock could be used to resfrict 
our ability to merge witii, or sell assets to, a tiiird party. The ability ofthe board of directors to issue preferred stock could 
make it more difficult, delay, discourage, prevent or make it more costiy to effect a change in confrol, tiiereby preserving tiie 
current stockholders' control. 
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Ifwe do not successfully expand our sales teams, we may be unable to substantially increase our sales. 

We sell our products pricEmrily tiirou^ our training workshops, and we must expand the number of otff workshop sales 
teams to increase revenue substantially, Ifwe are unable to hire or retain qualified speakers and sales team members or if new 
speakers and team members fail to develop tiie necessary skills to be productive, or if tiiey reach productivity more slowly than 
anticipated, our ability to increase our revenue and grow our business could be congjroraised. Our speakers and workshop team 
members may require a long period of time lo become productive. The time required achieving efficiency, as well as the 
challenge ofattractir^fraimng,andretainii^qualifiedcandidates, may make it difficult to grow revenue. Further, we may not 
generate sufficient sales to offset the increased expense resulting from growing our workshop sales force, or we may be unable 
to manage a larger workshop sales force. 

Our stock price could decline further because ofthe activities of short sellers. 

Our stock has historically attracted significant interest from short sellers. The activities of short sellers could further 
reduce die price ofour stock or inhibit increases in our stock price. 

Our stock price and operations may be affected by potential stock manipulation. 

We believe certain parties are acting in a manner to attenqjt to deni^-ate our business for personal profit. We believe 
certain parties may have engaged in actions intended to cause harm to our Company, and certain parties have made efforts to 
decrease the market price of our common stock. To tiie extent such parties engage in any such actions or take any other actions 
to interfere with our existing and/or prospective business relationships with reg?ilators, vendors, media, partners, customers, 
lenders, or ofliers, our business, prospects, financial condition and results of operations may suffer, and (he price ofour 
common stock may trade at prices below those that m i ^ prevail in the absence of any such efforts. 

Increased competition, including the entry of new competitors, the introduction of new products by new and 
• existing competitors, or price corhpetition, could have a materially adverse effect on operating results and financial 
condition. 

A number of very large, well capitalized, high profile companies serve tiie e-commerce and technology markets. If any 
of these companies entered our markets in a focused and concentrated fashion, we could lose customers, particularly more 
sophisticated and financially stable customers, and our revenue and profitability would suffer. These potential competitors 
could likely offer a broad array of products and services (hat would compete favorably with our product offerings. They could 
also likely offer these products at prices tlrat would be difficult for us to match. 

Our ability to continue to pay cash dividends may be affected by our operating results and other conditions. 

In December 2008, the Board of Directors decreased the quarterly cash dividend to S0.02 from $0.11 per common 
share. Altiiough we currentiy expect to continue to pay cash dividends to our stockholders, the ability to do so will depend upon 
our results of operations, financial condition, cash requirements, as well as otiier fectors. Also, there can be no assurance that 
we will continue to pay cash dividends even if the necessary financial conditioi^ are met and if sufiicLent cash is available for 
disfribution. 
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Our publicly filed SEC reports are reviewed by the SEC from time to time and any significant changes required as a 
result of any such review may result in material liability to us and have a material adverse impact on the trading price of 
our common slock 

The reports of public ly-traded companies are subject to review by the SEC from time to tin>s for the purpose of 
assisting companies in complying with applicable disclosure requirements and to enhance the overall effectiveness of 
companies' public filings. Comprehensive reviews by the SEC of such reports are now required at least every three years under 
the Sarbanes-Oxley Act of 2002. SEC reviews often occur at the time con^^es file re^stration statements, but reviews may 
be initiated at any time by the SEC. While we believe tiiat our previously filed SEC reports comply, and we intend tiiat all 
fiiture reports will comply in all material respects with tiie published rules and regulations ofthe SEC, we could be required to 
modify or reformulate information contained in prior filings as a result of an SEC review. Any nxidification or refornuilation of 
information contained in such reports could be si^ficant and result in a material liability to us and have a material adverse 
impact on the frading price ofour common stock. 

Our business and results of operations are affected by general economic conditions and are dependent upon the 
price of postage, air transportation and food service. Continuing high postage, airfare, and food costs or further cost 
increases could have a material adverse effect on our operating results. 

Our operating results are afifected by general economic conditions, including inflation, recession and currency 
volatility. Currency fluctuations may make our software product less atfractive to international purchasers which could 
negatively impact our revenues. The economic environment may cause reduced demand for our software and widespread 
national and international concern over instability in tiie economy may result in customers declining to pay for our product in 
cash and using financir^ options which could negatively impact otir results of operations and financial position. 

Our ability to pass along the increased costs of postage, airfere and food service to our customers is limited by the 
competitive nature oflhe software and hitemet industry. Often we Inve not been able to increase our fees to fiilly oflfeet the 
effect of increased costs in the past and we may not be able to do so in the fiiture. Additional increases In postage, air 
fransportation and food service costs or disruptions in air timisportation or food service supplies could have additional 
ne^tive effects on us. 

We are exposed to fiiictuations in currency exchange rates. 

Because we conduct business outside tiie United States but report our results in U.S. dollars, we fece exposure to 
adverse niovements in currency exchange rates. As of December 31, 2010, we had approximately $723,000 of net trade 
receivables denominated in forei^ currencies and $284,000 in cash and cash equivalents denominated in foreign currencies. If 
the U.S. dollar weakens against foreign currencies, the translation of these forei^ currency denominated fransactions will result 
in increased net revenues as cash is collected from net frade receivables and cash sales. Similarly, our net revenues as cash is 
collected from frade receivables and cash sales will be negatively impacted if the U.S. dollar sfrenglhens against foreign 
currencies. 

Examinations by relevant tax authorities may result in material changes in related tax reserves for tax positions 
taken in previously filed tax returns or may impact the valuation of certain deferred income tax assets, such as net 
operating loss carryforwards. 

Based on the outcome of examinations by relevant tax authorities, or as a result ofthe expiration'of statutes of 
limitations for specific jurisdictions, it is reasonably possible that the related tax reserves for tax positions taken regarding 
previously filed tax returns will materially change from tiiose recorded in our financial statemenls. In addition, the outeome of 
examinations may impact tiie valuation of certain deferred income tax assets (such as net operating loss carryforwards) in future 
periods, ft is not possible to estimate the impact oftiie amowit of such charges, if any, to previously recorded uncertain tax 
positi'ons. 
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Our sales strategy for Crexendo products continues to develop. We intend to continue to develop our direct sales 
force, as well as small fulfillment offices with sales staff located in larger metropolitan areas. We intend to develop 
Affiliates (companies providing lead generation) to assist in selling our products. Ifwe do not establish, develop and 
manage these relationships effectively, our ability to generate revenue and control expenses will be adversely affected. 

Our success in developing Crexendo Wfeb Services is dependentinpart upon our ability to establish a robust sales 
channel. As Crexendo We\> Services has developed, our sales sfrategy morphed and emerged, our success witii value added 
resellers had been limited and we therefore depend more heavily on our direct sales channel while attempting to establish an 
affiliate chaniKl. We are attempting to work with affiliates who will provide lead generation to our sales force cost 
effectively. Our primary focus is in developing our in house sales channel. Accordingly, our ability to sell our products and 
services and generate significant revenue through third party leads is highly dependent on our ability to establish an affiliate 
network. 

Our ability to increase our revenues in the fiiture will depend in large part on our success in developing and 
maintaining a direct sales force lo (i) sell to existing customers, (ii) sell to prospects developed by and through our affiliates, 
(iii) make sales to leads generated through otiier sources and (iv) through cold sales. Any ]feilure to develop or maintain the 
appropriate sales level could limit our ability to make sales and could dismpt our relationships with affiliates and could harm 
our business, financial condition and results of operations. 

Our ability to increase our revenues in the future for Crexendo SEO and other products (such as Pay per Click 
("PPC') sales may depend on the sfrategy to develop a robust direct sales force as well as small fulfillment and sales offices in 
major metropolitan areas. Our sfrategy includes ttie ability to cost effectively hire qualified employees, develop sales offices in 
a cost effective nranner, and to acqufre SEO offices on an accretive cost basis paying for such office primarily wifli an "earn 
out". The failure to properly develop this strate^ could impede the penefration of Crexendo Web Services into its anticipated 
markets, and could harm our business, financial condition and results of operations. 

We may undertake acquisitions to expand our business, which may pose risks to our business and dilute the 
ownership ofour existing stockholders. 

As part ofa potential gowth sfrategy we may attempt to acquire certain businesses. Whether we realize benefits from 
any transaction will depend in part upon tiie integration ofthe acquired business, the performance ofthe acquired products, 
services, capacities ofthe technologjes acquired as weil as the personnel hired in conr^ction therewith. Accordingly, our 
results ofoperations could be adversely affected from fransaction-related charges, amortization of intan^ble assets and charges 
for impairment of long-term assets. While we believe that we have established appropriate and adequate procedures and 
processes to mitigate tiiese rials, there can be no assurance that any potential transaction will be successfid. 

In addition, the financing of any acquisition may require us to raise additional fimds throi^ public or private sources. 
Additional funds may not be available on terms that are favorable to us and, in the case of equity financings, may result in 
dilution to our stockholders. Future acquisitions by us could also result in large and immediate write-of& or assumptions of 
debtand contingent liabilities^ any ofwhich may have a material adverse effect on our consolidated financial position, results 
ofoperations, and cash flows. 
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Our dependence on outside contractors and third-party agents for fulfillment of certain items and critical 
manufacturing services could result inproduct or delivery delays and/or damage our customer relations. 

We outsource the manufacturing of certain products we sell and products we provide. We submit purchase orders to 
agents or the companies that manufacture tiie products. We describe, among otiier things, the type and quantities of products or 
components to be supplied or manufactured and the delivery date and otiier terms applicable to ttie products or components. Our 
suppliers or manu&cturers potentially may not accept any purchase order tiiat we submit. Our reliance on outside parties 
involves anundier of potential risks, including: (])the absence of adequate capacity, (2) tiie unavailability of, or intemjptiom 
in access to, production or manufecturing processes, (3) reduced confrol over delivery schedules, (4) errors in tiie product, and 
(5) claims of third party intellectual infringement or defective nierchan(^se. ff delays, problems or defects were to occur, it 
could adversely affect our business, cause claims for damages to be filed against us, and negatively impact our consolidated 
operations and cash flows. 

If the market for our new products does not develop as we anticipate, our revenue may decline or fail to grow, 
which would adversely affect our operating results. 

\̂fe have started to market our Crexendo Web Services products aisl services, as well as develop additional producte 
including, but not limited to, hosted telecom. The market for these products is still evolving, and it is uncertain whether tiiese 
products and services will achieve and sustain high levels of demand and market acceptance. 

If potential customers do not perceive the benefits ofour product lines, sales may not develop or may develop more 
slowly than we expect, either ofwhich would adversely affect our operations. Because the market for new product 
development is difficult to predict, we may make errors in predictii^ and reacting to relevant business trends, which may have 
a material adverse effect on our consolidated financial position, results ofoperations, and cash flows. 

Our Chief Executive Officer owns a significant amount ofour common stock and could exercise substantial 
corporate control. 

Steven G Mihaylo, our Chief Executive Officer (CEO), owns approximately 35% ofour outstanding shares of common 
stock based on the number of shares outstanding as of February 28,2011. As a result, Mr, Mihaylo may have the ability to 
determine the outcoine of matters submitted to our stockholders for approval, including the election of directors and any merger, 
amalgamation, consolidation or sale of all or substaiitially all ofour assets, Mr. Mihaylo may have tiie abilityto confrol the 
management and affairs ofour Company. Mr. Mihaylo also may have interests different than, or adverse to our other 
stockholders. Accordingly, even though certain transactions maybe in the best interests ofother stockholders, this concenfration 
of ownership may harm the market price ofour common stock by, among other tilings, delaying, deferring or preventing a 
change in contttil ofour Company, impeding a merger, amalgamation, consolidation, takeover or other business combination 
involving our Company, or discouraging a potential acquirer from makir^ a tender offer or otherwise attempting to obtain 
control ofour Company, 

In addition, sales or other dispositions of our shares by Mr. Mihaylo may depress our stock price. Sales ofa 
significant number of shares ofour common stock in die public market could harm the market price ofour common stock. As 
additional shares ofour common stock become available for resale in the public market, the supply ofour common stock will 
increase, which could resuit in a decrease in the market price ofour common stock. 

We have incurred operating losses. 

We sustained operating losses in the current and prior years. Our abilityto sustain profitability and positive cash flows 
from operating activities will depend on marty fectors including, but not limited to, our ability to (i) reduce costs, (ii) improve 
sales and marketing efficiencies, (iii) respond to the current economic slowdown, (iv) reach more highly qualified prospects, 
and (v) achieve operational improvements. 
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ITEM 2. PROPERTIES 

Our corporate offices consist of approximately 22,000 square feet of office space in Tempe, Arizona and 
approximately 78,000 square feet of office and framing facilities we lease from unaffiliated third parties. Our corporate office 
and Crexendo Network Services division are located at 1615 South 52nf' Street Tempe, Arizona 85281, our StoresOnline, ft^c-
and Crexendo Web Services office is located at 1303 North Research ^\^y, Orem, Utah 84097 and we maintain a fraining 
facility located in Salt Lake City, Utah. The lease for our StoresOnline, Inc. and Crexendo \\feb Services office terminates on 
September 30, 2013 and the lease for our training facility located in Salt Lake City, Utah terminates on July 31,2013. The 
annual rent expense for all ofour office space and training facilities is estimated to be approximately $ 1,625,000 for the year 
ending December 31,2011. We maintain tenant fire and casualty insurance on our assets located in these buildings in an amount 
that we deem adequate. We also rent, on a daily basis, hotel conference rooms and facilities from time to time in various cities 
fhrou^out the United States, Canada and other counfries at which we host our Preview Training Sessions and Internet Training 
Worlshops. We are under no long-term obligations related to the hotel facilities. 

ITEM3. LEGAL PROCEEDINGS 

From time to time we receive inquiries from federal, state, city and local government officials in the various 
jurisdictions in which we operate. These inquiries and investigations generally concern compliance with various city, county, 
state and/or federal regulations involving sales, representations made, customer service, reftmd policies, and marketing 
practices. Ŵ  respond to tiiese inquiries and have generally been successful in addressing the concems of these persons and 
entities, witiiout a formal complaint or charge being nade, althoi:^ there is often no fonnal closing ofthe inquiry or 
investigation. There can be no assurance that the ultimate resolution of these or other inquiries and investigations will not have 
a material adverse effect on our business or operations, or that a formal complaint will not be initiated. We also receive 
complaints and inquiries iri the ordinary course ofour business from both customers and govemmental and non-govemmental 
bodies on behalf of customers, and in some cases these customer complaints have risen to the level of litigation. There can be 
no assurance that the ultimate resolution of these matters will not have a material adverse affect on our business or results of 
operations. 

We have recorded a liability of approximately $50,000 and $1,079,000 as of December 31,2010 and 2009, 
respectively, for estimated losses resulting from various legal proceedir^ against our Company. Attomeys fees associated 
witii file various legal proceedings are expensed as incurred. Other key estimates are discussed elsewhere in the notes to our 
consolidated financial statements set fortii in Item 8 of this Annual Report 

We are also subject to varioiB claims and legal proceedings covering matters that arise in tiie ordinary course of 
business. We believe that the resoli^on of these other cases will not have a material adverse effect on our business, financial 
position, or results ofoperations. 

ITEM 4, REMOVED AND RESERVED 

29 

33 of 99 3/11/2011 5:52 PM 

http://www.sec.gov./Archives/edgar/data/l
file:////feb


ii^lOkhfrn http://www.sec.gov/Aichives/edgaT/data/lO75736/O0O13544881100. 

PART II 

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND 
ISSUER PURCHASES OF EQUITY SECURITIES 

MARKET INFORMATION 

Our common stock be^n trading on the New York Stock Exchange - Amex Securities on Augist 16,2004 tinder the 
symbol "I1G-" The following table sets forth the range of high and low sales prices as reported on the New York Stock 
Exchange - Amex Securities for tiie periods indicated. 

H ^ h lj>w 

Year Ended December 31, 2010 
October to December 2010 
July to September 2010 
ApriHo June 2010 
January to March 2010 

Six Montiis Ended December 31,2009* 
October to December 2009 
July to September 2009 

Fiscal Year Ended June 30,2009 
April to June 2009 
January to March 2009 
October to December 2008 
July to September 2008 

* We changed our fiscal year end to December 31 effective December 31, 2009. Accordingly, our fiscal period ended 
December 31,2009 was comprised of only two fiscal quarters. 
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$ 5.25 $ 
5.00 
7.00 
7.35 

7.85 
8.30 

8.50 
5.90 

11.10 
12.15 

4,22 
3.16 
3.25 
5.18 

5.79 
6.10 

4.00 
3.10 
3.46 
9.15 
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SECURITY HOLDERS 

There were 292 holders of record ofour shares of common stock as of February 28,2011, The number of holders does 
not include individual participants in security positions listings. 

DIVIDENDS 

The following table sets forth information regarding cash dividends declared by our Board of Directors for the year 
endai December 31,2010, the six months ended December 31,2009, and the fiscal year ended June 30,2009; 

Bcclara lion Date 

Year Ended December 31,2010 
December 20,2010 
September 28, 2010 
June 22, 2010 
March 29,2010 

Six Months Ended December 31,2009 
December 22, 2009 
September 14,2009 

Fiscal Year Ended June 30, 2009 
June 30, 2009 
March 25,2009 
December 19,2008 
September 3,2008 

$ 
$ 
$ 
$ 

$ 
$ 

S 
$ 
$ 
$ 

Per Share 
Dividend 

0.02 
0.02 
0,02 
0.02 

0.02 
0.02 

0.02 
0.02 
0.02 
OTl 

Record Date 

December 30,2010 
October?, 2010 

June 29,2010 
Aprils, 2010 

December 29,2009 
September 22,2009 

July 15,2009 
April 6, 2009 

January 4,2009 
September 20,2008 

Total Amount 

S 214,000 
S 228,000 
$ 229,000 
$ 229,000 

$ 
S 

$ 
$ 
$ 

s 

229,000 
229,000 

229,000 
228,000 
227,000 

1,259,000 

Payment Date 

January 7,2011 
October 14,2010 

July 7, 2010 
April 12,2010 

Janaury5,2010 
September 29,2009 

July 31,2009 
April 20, 2009 

January 20, 2009 
September 26, 2008 

There are no confractual resfrictions on dividends declared for the year ended December 31,2010, six months ended 
December 31,2009, and fiscal year ended June 30,2009. 

ISSUER PURCHASES OF EQUITY SEQURITIES 

We have a share purchase program that autfiorizes us to purchase outstanding shares ofour common stock. The 
aggregate dollar amount originally authorized in Septewiter 2006 for purchase was $20,000,000 tiirough Septen*>er 2009. In 
Septeraber2007, our Board of Directors autiiorized the purchase of an additional $50,000,000 of our common stock through 
September 2012. The followingare details of purchases under this program for the quarter ended December 31,2010: 
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Period 

Ocotober 1,2010 - October 31,2010 
November 1,2010 - November 30,2010 
December 1,2010 - December 31,2010 
Total 

Total Number 
ofShares 

Purchased (a) 
-
-

737,463 
737,463 

$ 
$ 

Average 
Price Paid 
PerShare 

-
-

4.75 
4,75 

Total Number 
of 

Sharts 
Purchased 
As Part of 
Publicly 

Announced 
Plans 

or Programs 

-
737,463 
737,463 

Approximate 
Dollar 

Value of 
Shares that 
May Yet Be 
Purchased 
Under the 
plans or 

Piugrams 

$42,552,000 
$42,552,000 
$42,490,000 
$42,490,000 

(a) Our share purchase program was originally announced on September 5,2006. On September 4,2007, our Board of 
Directors authorized Qie repurchase of an additional $50,000,000 ofour common stock, bringing the tota] amount 
autiiorized for repurchase to $70,000,000 through September 2012. During tiie three months ended December 31, 
2010, 13,567 shares were purchased in open-market fransactions at an average share price of $4.57. 

On November 3,2010, we announced tiie commencement ofa modified Dutch auction tender offer to purchase up to 
$4,750,000 in value of shares ofour common stock at a price not less than $4.35 per share and not more than $4.75 
per share. The tender offer closed on December 10, 2010, after which we purchased and cancelled 723,896 siiares of 
our common stock at a cost of $3,438,000. 

RECENT SALES OF UNREGISTERED SECUIUTffiS 

None 
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ITEM 6. SELECTED FINANCIAL DATA 

The consolidated statement ofoperations data for the year ended Decenitoer 31,2010, the sixmontfe ended December 
31,2009, and the fiscal year ended June 30,2009, and the consolidated balance sheet data as ofDecember 31,2010, and 
December 31, 2009 are derived fi-om our audited consolidated financial statements included elsewhere in this Annual 
Report The consolidated statement ofoperations data for the fiscal year ended June 30, 2008,2007, and 2006 and die 
consolidated balance sheet data as of June 30,2009,2008,2007, and 2006 are derived from audited consolidated financial 
statements not included in this Annual Report. In order to provide a meaningful con^arison with our current calendar year 2010 
results and the six month transition period ended December 31,2009, the selected financial data below includes the 
consolidated statement ofoperations data for tiie year ended December 31,2009 and six montiis ended December 31,2008, 
which are derived from our unaudited consolidated financial statements not included in this Annual Report. Historical results 
are not necessarily indicative ofthe results to be expected in tiie foture. 

The following selected financial data should be read in conjunction with the consolidated financial statements and the 
notes thereto, set forfe in Item 8 of tiiis Annual Report, as well as the discussion urwler Item 7, Management's Discussion and 
Analysis of Financial Condition and Results of Operations, included in this Annua] Report 

Consolidated Statement 
of Operations Data: 
Revenue $ 

Net income (loss) $ 

Net income (loss) per 
common share; 

Basic $ 
Diluted $ 

Dividends per common 
share $ 

Weighted average 
common shares 
outstanding: 

Basic 
Diluted 

Consolidated Balance Shee 
Cash and cash equivalents 
Working capital 
Total assets 
Deferred revenue 
Debt and collateralized borrc 
Capital lease obligations 
Stockholders' equity 

Ve ar Ended 
December3I, 

2010 

65,793 

(2,310) 

(0.20) 
(0.20) 

0.08 

11.357 
11,357 

tData: 

iwings 

S 

$ 

$ 
$ 

$ 

S 

2009 

76,007 

11,418 

1.00 
1.00 

0.08 

11,381 
11,423 

$ 

$ 

$ 
$ 

S 

Six Months Ended 
Decembers], 

2009 2008 2009 

Rscal VearEnded June 30, 

200« 

(in thousands, except per share amounts) 

35,716 $ 54,120 $ 94,411 $128,048 

1,331 

0.12 
0.12 

0.04 

11,402 
U,4S5 

$ (17,628) 

$ 
$ 

$. 

As f){ December 31, 

2010 

14,207 
11,388 
51,644 
23,280 

20,120 

s 

2009 

21,549 
17,604 
56,442 
22,274 

25,982 

$ 

(T55) 
(].55) 

0.13 

11,351 
11,351 

2008 

( 

18,762 
14,140 
75,772 
40,962 

148 

13,666 

$ (7,542) 

$ (0.66) 
$ (0.66) 

S 0.17 

n,37i 
11,371 

2009 

in thousands] 

$ 20,474 
16,337 
67,354 
33,863 

115 

24,400 

$ 3,142 

$ 0.27 
$ 0.26 

S. 0.44 

11,676 
11,858 

2007 

$ 151,617 

$ 

$ 
S 

$ 

24,001 

1.94 
1.87 

0.20 

12,344 
12,830 

As of Jime 30, 

200S 

$ 26,184 
20,558 
86,614 
43,191 

179 

32,475 

s 

2097 

36,859 
35,755 
96,710 
42,455 

44,408 

2006 

$ 185,089 

£ 110,622 

$ 9.09 
$ 8.76 

$ 

12,164 
12,625 

2006 

£ 30,023 
19,492 
66,012 
28,757 

91 
29,979 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS SAFE HARBOR 

In addition to historical information, this Annual Report contains forward-looking statements within the meaning 
of Section 27A ofthe Securities Act of 1933 and Section 2 IE ofthe Securities Exchange Act of 1934. Actual results could 
differ materially from those projected in the forward-looking statements as a result ofa number of factors, risks and 
uncertainties, including the risk factors set forth in Item IA above and the risk factors set forth in this Annual 
Report. Generally, the words''anticipate", "expect", ''intend", "believe'' and similar expressions identify forward-looking 
statements. The forward-looking statements made in this Annual Report are made as of the filing date of this Armual Report 
with the SEC, and future events or circumstances could cause results that differ significantly from the forward-looking 
statements included here. Accordingly, we caution readers not lo place undue reliance on these statements. We expressly 
disclaim any obligation to update or alter our forward-looking statements, whether, as a result of new information, future 
events or otherwise after the date of this document. 

OVERVIEW 

We are a provider of cloud-based infrastructure services to entrepreneurs and small and medium-sized businesses. 
Our services include high ^lality voice and messaging services over broadband networks, Do-It-For-Me and Do-It-Yourself 
content nianagement and website building tools, oriline marketing, online lead generation, e-commerce technology, and training 
solidions that enable entrepreneurs and small and niediuni-sized businesses to build and maintain an effective online 
presence. Our services are designed to help increase the predictability of success for online businesses. 

Our prinHry web service offering? are designed to meet the needs of entrepreneurs and small and medium-sized 
businesses anywhere along its lifecycle. Our Do-It-Yourself package includes our robust content management and website 
building solution, fully enabled e-commerce package, online marketing tools, and educational training modules, in addition to 
our primary service offerii^ for the Do-It-Yoiffself customer base, we also offer a variety of premium services to the Do-It~ 
Yourself customer such as initial site design and build, logo desigi, dropshipper/supplier integration, and a variety of search 
engine optimization and link building packages. 

Our Do-It-For-Me services are comprehensive and flexible allowing us to meet the needs ofa wide variety of 
customers ranging from those just establishing their online presence to those wanting to enhance their existing online 
presence. These services include custom website design and development, search engine optimization, link building, 
conversion rate optimi^tion, paid search management, and social media marngement. Additionally, as the online space 
continues to evolve our product and service offerings will continue to evolve to keep our customers on the cutting edge ofthe 
online space. 

In addition to web services, we offer a suite of h l ^ quality voice and messagu^ services over broadband 
networks. Oir small and home office services are portable and allow our customers to make and receive phone calls almost 
anywhere a broadband Internet connection is available. We transmit tiiese calls using NfelP technology, which converts voice 
signals into digital data packets for transmission over tiie Internet Al a cost effective rate, each ofour calling piaiB provides a 
number of basic features typically offered by traditional telephone service providers, plus a wide r a i ^ of eidmnced features 
that we believe o^rs an attractive value proposition to our customers. 

We rely heavily on our network, which is a flexible, scalable Session Initiation Protocol (SIP) based "VblP network 
tiiat rides on top ofthe Intemet. This platform enables a user via a single "identity" to access and utilize services and features 
regardless of how they are connected to the Intemet As 3 result, with one identity, either a nimiber or user name, customers 
have access to Crexendo voice, messagii^ features, andpersonal profile information regardless of location, device, or how 
tiiey access the Intemet 

SOURCES OF REVENUE 

We derive our revenue from sales of a variety of services to entrepreneurs, small and medium-sized businesses, 
including sale of software licenses, web desig î, SEO, paid search management, hosting, link building, and commissions from 
third parties. Leads are generated primarily through direct mail marketi'ng campaigns, online advertising campaigns, and 
tiirou^ strategic partnerships. 

LICENSE REVENUE 
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We currentiy derive a siAstantial majority ofour revenue from cash collected on the sale ofour content management 
and web binlding software licenses at workshop events held throu^out the year, as well as principal collected on the sale of 
software licenses sold through extended payment term arrangements (EPTAs). In the fourth quarter of2010 we ti-ansitioned 
approximately 80% from a software license model to a Software as a Service (SaaS) model. However, as we recognise 
revenue on our EPTA contracts as cash is collected, we will continue to derive software license revenue for the next two to 
three years as the original sale tiiat derived the EPTA contt-act was a software license. 
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PROFESSIONAL SERVICES REVENUE 

W& generate professional services revenue primarily from website design and developmert, search engine 
optimization services, link building, paid search management services, and conversion rate optimization services. These 
services are typically billed on a fixed price basis or on a monthly recurring basis with an initial termof six to twelvemonths. 

SUBSCRIPTION AND HOSTING REVENUE 

During the fourth quarter of 2010 we tiansitioned approximately 80% from a software license model to a SaaS model 
which provides access to our software for a monthly fee. We also derive revenue from monthly web hosting fees from our 
software license customers who utilize our hosting services. Revenue is recognized ratably on a daily basis over the life ofthe 
contract for all subscription and hosting services. The typical contract is a recurring monthly contract, although terms range up 
to 12 monfrifi. As we progress in this transition from a software license model to a SaaS model, key netrics, such as net 
subscriber additions and monthly chum become increasingly inportant metrics in measurii^ fluctuation in revenue. 

PRODUCT REVENUE 

We generate product revenue from Ihe sale of DVD training courses covering a host of online marketing topics, 
including affiliate marketing, Amazon® and eBay® ti'aining, comparison shoppmg engines, competitive reconnaissance, 
conversion rate optimization, keyword research, link building, localization and regional ization, paid search campaigns, 
pennission marketing, search engine optimization, social media marketing, and Google® Analytics. These services are 
typically billed on a fixed price basis. 

COMMISSION REVENUE 

We generate commissions from contracted third-party companies who telemarket con^lementary products and 
services to our custorrier base. This commission is typically paid as a percentage of revenue generated by these third-party 
conpanies on products and services sold to our customer base. 

As we are currentiy reliant upon sales generated through our workshop channel, for botli current revenue in the form of 
cash collected on the initial sale ofthe software license, DVD training courses, or professional services sold through our 
events, as well as lliture revenue in tiie form of principal cash collected on EPTA contracts, our revenue will fluctuate based 
upon the quantity of sales teams we Irave deployed at any point in time, quantity of events held, average cash percentage of 
bikers at events, average number of buying units at events, average purchase price, and average sales rate at each event hi 
addition to die metrics associated with our workshop events, our revenue will fluctuate witii the dollar volume of collections on 
our receivables, as we recogjiize revenue upon receipt of cash from our customers and not at the time of sale. 

We Irave historically sold our products and services through an educational seminar model which has subjected us to 
claims by governmental agencies that we are required to register as a seller of business opportunities, as well as raised 
questions about the manner in which we sell the product While we have successftiliy defended the claim of selling a business 
opportunity, except in the State of California which has a statute with different requirements than other jurisdictions, we have 
made changes to the manner in which we sell the product at our seminars in an effort to be more transparent. We do not believe 
our model constitutes a business opportunity, but we have the ability to adjust our model if there are changes in the law relative 
to seUing business opportunities. Our ability to effectively align our business model with tfie needs ofour customers will 
impact our ftaure growth opportiinities. 

Economic Factors 

The ti^ credit markets in place over the past two years has adversely affected our business as consumers and 
businesses continued to be limited in their ability to obtain alterrate sources of financing. Since tiie tightening ofthe credit 
markets began, we have seen an increasing percentage of customers elect to utilize our financing option, which have terms of 
between two and three years. Because we recognize revenue as cash is collected, and not at the time of sale, this increase In 
the percentage of customers utilizing our financing option has ne^tiveiy impacted our current revenue, but will result in 
additional fijture revenue as customer payments are collected. 
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Opportunities 

Technological and product innovation has been the foundation of our long-term growtii, and we intend to maintain our 
commitment to invest in product development, en^neering excellence, and delivering high-quality products and services to 
customers. Recognizing that one ofour primary business objectives is to help entrepreneurs and small and medium businesses 
increase the effectiveness and visibility of their online presence, we organized Crexendo Web Services. Crexendo Web 
Services offers a wide range of services, including content nianagemer^ SaaS, SEO services, search engine management 
services, website and logo design services and conversion rate optimization services. 

We believe our long-term focus on investing in products and developing new and alternative sales channels is enabling 
us to build a foundation for growth by delivering innovative producte, creating opportunities for potential channel partners, and 
improving customer satisfection. Our focus continues to be to execute in key areas throu^ ongoing innovation on our integrated 
content management software solution, responding effectively to customer and partner needs, and focusing internally on product 
excellence, business efficacy, and accountability across our Company, 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

Our consolidated financial statements have been prepared in accordance witii US GAAP and form the basis for the 
following discussion and anal)«is on critical accounting policies and estimates. The preparation of these financial statements 
requires estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and related 
disclosure of contingent assets and liabilities. On a regular basis we evaluate our estimates and assumptions. Estinmies are 
based on historical experience and on various other assumptions that are believed to be reasonable under the circumstances, 
which form the basis for making judgments about die carrying values of assets and liabilities that are not readily apparent from 
otiier sources. Actual results nmy differ from these estimates under different assiunptions or conditiosis. Management has 
discussed the development, selection and disclosure of these estimates with our Board of Directors and its Audit Committee. 

A summary ofour significant accounting policies is provided in Note 1 to our consolidated financial statements. We 
. believe the critical accounting policies and estimates described below reflect our more significant estimates and assumptions 
used in tfie preparation ofour consolidated financial statements. The impact and any associated risks on our business tiiat are 
related to these policies are also discussed throughout diis "Management's Discussion and Analysis of Financial Condition and 
Results of Operations" where such policies affect reported and expected financial results. 

Revenue Recognition 

hi general, we recognize revenue when all of the following conditions are satisfied: (1) tiiere is persuasive evidence 
of an arrangement; (2) the product or service has been provided to tiie customer; (3) tlK amount of fees to be paid by the 
customer is fixed or determinable; and (4) the collection ofour fees is probable. Specifics to revenue category are as follows: 

Software License and Product Revenue 

Cash sales of softw^e licenses and DVD training courses, are recognized as revenue when the cash is received, net of 
expected customer refimds, upon expiration ofthe customers' rescission period, which typically occurs three days after the 
licenses are delivered or when the Intemet training workshop takes place, whichever occurs later. 

Software licenses and DVD tiaining courses sold under EPTAs are recognized as revenue upon receipt of cash from 
custoiners and not atthe time of sale. Although w'e believe we are able to reasonably estimate the collectability ofour 
receivables based iqmn our history of offering EPTAs, accounting standards require revenue to be deferred until customer 
payments are received if collection ofthe original principal balance is not probable. Additionally, ifwe subsequently sell the 
receivables on a non-recourse basis, accounting standards require that tiie related revenue be deferred until the customer makes 
cash payments to the third-party purchaser ofthe receivables. There are no receivable balances outstanding tfiat are subject to 
recourse by our Compaity. 
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We have bundled products in two types of arrangements at our Internet training workshop. During the fiscal year 
ended June 30, 2009, tiie six montii ended December 31,2009, and the first tiiree quarters ofthe year ended December 31, 
2010, we primarily combined our software license witii other complementary products and would assign frifr value using tiie 
residual method in accordance with accounting guidance for software arrangements. Â̂  use the residual melhod as we have 
vendor specific objective evidence for ail undelivered elements in the software arrai^ement Durii^ the fourth quarter of 201O, 
we primarily sold our software under a SaaS model and would combine it with otiier complementary products and would 
assign fair value using the residual method in accordance with accounting guidance for multi-element arrangements. We use tiie 
residual method as we have vendor specific objective evidence for all undelivered elements in tiie multi-element arrangement. 

Professional Services Revenue 

Fees collected for professional services, including website design and development, search engine optimization 
services, link-building, and paid search management services are recognized as revenue, net of expected customer refunds, over 
the period during which the services are expected to be performed, based upon the fair value for such services. Fees related to 
EPTA contiacts are deferred and recognized as revenue during the service period or when cash is collected, whichever occurs 
later. 

Subscription and Hosting Revenue 

Fees collected for subscription and hostii^ revenue are recognized ratably as services are provided. Customers are 
billed for these services on a monthly or annual basis atthe customer's option. For all of our customers, regardless of tiieir 
billing method, subscription revenue is recorded as deferred revenue in the accompanyir^ consolidated balance sheets. As 
services are performed, we recogni:^ subscription revenue ratably over the applicable service period. When we provide a free 
trial period, we do not begin to reco^ze subscription revenue until the tilal period has ended and the customer has been billed 
for tiie services. 

Commission Revenue 

V̂fe have contracts with third-party entities with respect to telemarketing product sales to our customers following the 
sale of tite initial software licenses. These products and services are intended to assist die customers with (heir Intemet 
businesses. These products are sold and delivered completely by third parti'es. We receive commissions from these third 
parties, and reco^ze the revenue as the commissions are received, net of expected customer reftinds. 

Change in Avail Contract 

In April 2007, we began marketing and selling Avail 24/7, an all-in-one communications service which assists snail 
businesses ^ d entrepreneurs to manage phone menus, voicemail, email, and fax in one online application. Customers 
purchasing the Avail product are charged a non-reftmdable activation fee along with a monthly service fee. The non-refimd^ble 
activation fee is deferred and recogjiized ratably over the estimated customer life, which is currently estimated to be four and 
one-half years. The monthly service fee is recognized ratably over the service period. 

In January 2010 we changed the contract that is associated with the sale ofour Avail 24/7 subscription. Effective 
March 31,2010 any customer that has not activated their Avail 24/7 subscription was assessed an activati'on fee of an 
additicwal £34.95. Prior to this change in contract, this activation fee was included in a bundle ofitems sold at tiie workshop 
and there was no time limit on activation. All existing customers were notified ofthe clmnge in contract in January and were 
given 60-days to activate Avail 24/7 without paying the additional activation fee. As a result of tin's change in confract, we 
recognized approximately $1,000,000 in revenue upon expiration oftiie 60-day notice in March 2010 for the Avail 24/7 
activation fees described above as we no lon^r had an obligation to provide the activation. In addition to the change in the 
Avail 24/7 conlract, this product will not be included in the bundle of items sold at tiie workshop. Avail 24/7 will continue to 
be sold as a standalone product. 

Fees collected related to sales lax and other government assessed taxes are recognized on a net basis. 
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Allowance for Doubtful Accounts 

Since 1999, we have offered to our customers tiie option to finance, tiirough EPTAs, purchases made at the Intemet 
fraining workshops. Wfe record the receivable and deferred revenue, along with an allowance for doubtfiil accounts, at the time 
the EPTA contract is perfected. The allowance represents esthnated losses resulting from the customers' feilure to make 
required payments. The allowances for doubtftii accounts for EPTAs we retain by the Company are netted ag^nstthe current 
and long-termtrade receivable balances in our consolidated balance sheets. All allowance estimates are based on historical 
collection experience, specific identification of probable bad debts based on collection efforte, aging of trade receivables, 
customer payment history, and other known fectors, including current economic conditions. If allowances prove inadequate, 
additional allowances would be required. Because revenue generated from customers financing throu^ EPTÂ s is deferred and 
not recogjiiffid prior to the collection of cash, adjustments to allowances for doubtftjl accounts are made tjffough deferred 
revenue and do not intact operating income or loss. Trade receivables are written-off against the allowance when the related 
customers are no longer making required payments and the h-ade receivables are determined to be uncollectible, typically 90 
days past their original due date. 

Income Taxes 

In preparing our consolidated financial statements, we are required to estimate o\ff income taxes in each ofthe 
jurisdictions in which we operate. This process involves estimati'ng current income tax liabilities together wltii assessing 
temporary differences resulting from differing treatment of items for tax and financial reporting purposes. These temporary 
differences result in deferred income tax assets and liabilities. Our deferred income tax assets consist primarily ofthe fiiture 
benefit of net operating loss carryforwards, certain deferred revenue, accrued expenses and tax credit carryforwards. We may 
recognize the tax benefits from an uncertain tax position only if it is more-likely-than-not that tiie tax position will be sustained 
on examination by tiie taxing authorities, based on the technical merits ofthe position. 

RESULTS OF OPERATIONS 

Results of Consolidated Operations 

The following discussion of financial condition and results ofoperations should be read in conjunction with the 
Consolidated Financial Statements and Notes thereto and other financial information included elsewhere in this Annual 
Report On November 2009, our board of directors approved a change ofour Company's fiscal year end from June 30 to 
December 31 efiective December 31,2009. The resulting six-montii period ended December 31,2009 may be referred to 
herein as the "Transition Period". The six-montii period ended December 31,2008 is unaudited. We refer to the period 
beginning July 1,2008 and ending June 30,2009 as "fiscal 2009", and the period beginning July 1,2007 and ending June 30, 
2008 as "fiscal 2008". 

Inorder to provide a meaningfiil comparison wiUi our current calendar year 2010 results, the tables and discussion tiiat 
follow compare the results for tiie year ended December 31,2010 with the unaudited results ofthe year ended December 31, 
2009, as well as the six montiis ended December 31, 2009 and 2008 (unaudited) and the fiscal years ended June 30,2009 and 
2008. 

VearEnded DecemberSi, Six Months EnfledDecember31, FiscatVearEiuFed June 30, 

Consolidated Operations 
Revenue 
Income (loss) before income taxes 
Income tax benefit (provision) 
Net income (loss) 
Diluted net income (loss) per share 

$ 

$ 

2010 

65,793 $ 
(1,618) 

(692) 
(2,310) 
(0-20) $ 

2009 2009 2008 

(in thousands, except per share amounts) 
76,007 $ 

7,405 
4,013 

11,418 
1.00 $ 

35,716 $ 54,120 S 
1,968 (7,298) 
(637) (10.330) 

1,331 (17,628) 
0.12 $ (1.55) $ 

2009 200S 

94,411 $ 128,048 
(1,861) 6,181 
(5,681) (3,039) 
(7,542) 3,142 
(0.66) $ 0.26 
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Year Ended December 31,2010 Compared to Year Ended December 31, 2009 

Revenue 

Total net revenue decreased 13% in the year ended December 31,2010 compared with the same period of 2009, 
primarily due to a 28% decrease in principal collected on our accounts receivable balance, a 16% decrease in commissions 
payable to us by third parties as a result of fewer leads ^nerated from our StoresOnline division, and a 15% decrease in the 
number of workshops held. Crexendo \\feb Services generated revenue of $ 1,322,000 durir^ the year ended December 31, 
2010 compared with $127,000 in the corresponding period in 2009, 

Income (Loss) Before Income Taxes 

incorm (loss) before income tax decreased $9.0 million, or 122%, in the year ended December 31, 2010 compared 
with the corresponding period of 2009. Revenue for foe year ended Decen^r 31,2010 decreased $10.2 million, or 13% as 
conpared to same period of 2009. Total operating expenses decreased 2% to $72,367,000 for the year ended December 31, 
2010, compared to $74,220,000 in the corresponding period of 2009. The increase in operating expenses as a percentage of 
revenue, from9S% in tiie year ended December 31,2009 to 110% in the year ended December 31,2010, was primarily 
attiibutable to increases in costs in our Crexendo Web Services and our Crexendo Network Services division as we continue to 
develop new products and services and invest in additional sales and marketing channels to diversify our customer base. 

Income Tax Provision 

During fbe year ended Decen^r 31,2010, we recorded an income tax provision of $692,000. This compares to 
income tax benefit of $4,013,000 for foe year ended December 31,2(X)9. Income taxes are based on tiie estimated effective 
federal, state andforeigji income tax rates. Although we had a pre-tax loss for the year ended December 31,2010 of 
$1,618,000 we had provision for income taxes primarily as a result ofan uncertain tax liability due to foe use of foreign tax 
credits on returns amended during the year ended December 31, 2010 and an additional valuation allowance placed on our 
remaining foreign tax credie. Our tax rate for the year ended December 31,2009 was favorable as a result ofthe reversal ofan 
uncertain tax liability due to a fevorable conclusion ofan audit in the United States. 

Six Months Ended December 31,2009 Compared to Six Months Ended December 31,2008 

Revenue 

Total net revenue decreased 34% in the six rnonlhs ended December 31,2009 compared with the same period of 2008, 
primarily due to a 33% decrease in principal collected on our accounts receivable balance, a 33% decrease in commissions 
payable to us by third parties as a result of fewer leads generated from our StoresOnline division, and a 24% decrease in the 
number of workshops held. Crexendo Web Services generated revenue of $127,000 during the six months ended December 31, 
2009 compared witii zero in die corresponding period in 2008. 
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Income (Loss) Before Income Taxes 

Income (loss) before income tax increased $9,3 million, or 127%, in the six montiis ended December 31,2009 
compared with the corresponding period of 2008. Revenue for foe six months ended December 31, 2009 decreased $18,4 
million, or 34% as compared to same period of 2008. Operating expenses decreased as a percentage of revenue, from 119% in 
tiie six montiis ended December 31,2009 to 101% in the six months ended December 31,2008. The decrease is primarily due 
to the implementation of sales and marketing cost savings programs which lowered our cost per mail piece in our StoresOnline 
division as described below in the segment operating resists. 

Income Tax Provision 

Dturing tiie six months ended December 31,2009, we recorded an income tax provision of $637,000. This compares 
to an income tax provision of $10,330,000 for the six months ended December 31,2008. The income tax provision recorded 
for the six months ended December 31,2008 is higher than federal, state, and foreign Statutory rales as a result of our settiement 
with the Internal Revenue Service ("IRS") and tiie creation of a valuation allowance on certain deferred income tax assets, as 
discussed below. 

Fiscal Year Ended June 30, 2009 Compared to Fiscal Year Ended June 30, 2008 

Revenue 

Total net revenue decreased 26% in the fiscal year ended June 30, 2009 compared witii tfie same period of2008, 
primarily due to an 11 % decrease in principal collected on our accounts receivable balance, a 17% decrease in commissions 
payable to us by third parties as a result of fewer leads generated from our StoresOnline division, and a 24% decrease in the 
number of workshops held. 

Income (Loss) Before Income Taxes 

Income (loss) before inconK tax increased $8.0 million, or 130%, in the fiscal year ended June 30,2009 compared 
with the corresponding period of 20O8. Revenue for fiscal year ended June 30, 2009 decreased $33.6 million, or 26% as 
compared to same period-of 2008. Total operating expenses decreased 22% to $102,290,000 for tiie year ended December 31, 
2010, compared to $131,301,000 in die corresponding period of 2009, Operating expenses increased as a percentage of 
revenue, from 103% in the fiscal year ended June 30,2008 to 108% in fiscal year ended June 30,2009. Trends in operating 
expenses will not always be consistent witii tiie trends in revenues due to tiie fact that cost of revenues and selling and 
marleeting expenses are typically recognized when incurred, atftietime of sale, and no later than the expiration of the customer's 
three-day cancellation period, but the related revenues are often deferred in accordance wifo accounting guidance. 

Income Tax Provision 

Durii^ fiscal 2009, we recorded an income tax provision of $5,681,000. This conpares to an income tax provision of 
$3,039,000 during fiscal 2008, The income tax provision recorded in fiscal 2009 is higher than federal, state, and foreign 
statutory rates as a result of our settlement with foe Internal Revenue Service ("IRS") and foe creation of a valuation allowance 
on certain deferred tax assets. 

hi August2009, we reached a settlement with the IRS resulting from its audit of our income tax returns for fiscal years 
2007,2006, and 2005. The settlement witfi tiie IRS related to the following items: 

the deductibility, under foe provisions of Internal Revenue Code Section 274 ("Section 274"), of 50% oftiie cost 
of meals provided to attendees at our preview and workshop training sessions. The settlement reached wifti the IRS 
appeals office allows us to deduct 100% of all meals provided to attendees al both foe preview and workshop 
training sessions. Therefore, no liabilities are recognized in the consolidated financial statements related to this 
issue. 
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limit^ons imposed by Internal Revenue Code Section 382 ("Section 382"). Section 382 imposes limitations on a 
corporation's ability to utilize its NOLs if it experiences an "ownership change." In general terras, an ownership 
change results from fransactions increasing tiie ownership of certain stockholders in the stock of a corporation by 
more than 50 percentage points over a three-year period, From the time ofour formation throu^ fiscal 2002, we 
issued a sigtificant number of shares, resulting in two changes of conb-ol, as defined by Section 382. As a result of 
the most recent ownership change, utilization of our pre-ownership change NOL carryovers are subject to an annual 
limitation under Section 382, The annual limitation is determined by multiplying the value of our stock.at ib& time 
ofthe ownership change by foe applicable federal lor^-term tax-exempt rate. Any unused annual limitation may be 
carried over to later years (until those NOLs expire), and tiie amoxint of foe limitation may, under certain 
circumstances, be increased by the "recogm"zed built-in gains" foat occur during the five-year period after foe 
ownership change (the "recognition period"). We had previously determined we had sufficient built-in gains to 
offset foture income without limitation. As a result ofthe settlement reached witit the IRS, we conceded that the 
fiscal 2002 ownership change resulted in a Section 382 limitation of $461,000 per year and that foere were nol 
sufficieitt built-in gains to offset future income. Based on this settlement, we have determined tlmt it is more likely 
foan not foat approximately $14,643,000 ofour federal NOL carry forwards will expire unutilized. We do not 
account for die forgone NOL carryovers in our deferred tax assets and only account for the NOL carryforwards tiiat 
will not expire unutilized as a resuit of foe restrictions of IRC section 382. 

the IRS argued to re-open our income tax returns for the fiscal years ended June 30,2004 and 2003, bofo ofwhich 
are closed from examination. The IRS argued that under Section481(a) foere was a change in "mefood of 
accounting" wifo respect to our recognized built-in-gains described above. As part of foe settlement, the IRS 
appeals office found no merit to the assertion that Section 481(a) can be applied to foe fiscal 2004 and 2003 tax 
returns. Therefore, no liabilities are recognized in the consolidated financial statements related to fois issue. 

Segment Operating Results 

The information below is organized in accordance wifo our three reportable segments. Segment operating income 
(loss) is equal to segment net revenue less segment cost of revenue, sales and marketing, and general and administrative 
expenses. Segment expenses do not include certain costs, such as corporate general and adminisa-ative expenses and 
share-based compensation ejqjenses, which are not allocated to specific segments. 

Operating Results of our StoresOnline Division (in thousands) 

VearEnded DeccnibcrJt, Six Months Ended Dcceml)cr3I, Fiscal YearEndcd June 30, 

StoresOnline 
Revenue 
Operating expemes; 

Cost of revenue 
Selling and marketing 
General and administrative 

Operating income (loss) 
Other income 

Income (loss) before taxes 

VearEnded December31,2010 Compared to Year Ended December31, 2009 

Revenue 

Revenue for foe year ended December 31,2010 decreased 15% to $64,471,000 from $75,880,000 for foe year ended 
December 31,2009. 
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Revenue from our StoresOnline division is generated primarily through cash collected on the sale of StoresOnline 
software licenses at workshop events held forougboutthe year, as well as principal amounts collected on foe sale of 
StoresOnline software licenses sold through EPTAs. Fees for our StoresOnline Sofhvare (SOS) licenses sold under EPTAs are 
recognized as revenue as cash payments are received from the customer and not at the time of sale. Revenue related to cash 
collected under EPTA agreements decreased to $18,028,000 for the year ended December 31, 2010, compared to $24,966,000 
for foe year ended December 31,2009- The decrease in cash collected under EPTA ag-eements was primarily due to a 
decrease in our accounts receivable balance, which for StoresOnline, generates revenue as cash is collected in future 
periods. Our typical EPTA conti:act is for a period of two to three years. As such, increases in sales at our workshop events 
made tiirough EPTA's are initially recognized in our balance sheet, net of bad debt, forough our deferred revenue balance, rafoer 
than through the income statement. As we have decreased the number of sales teams over the past two years from nine teams, to 
six teams, and finally to four teams, our principal collection of receivables has steadily declined. As we currentiy finance a 
substantial percentage of onr customers through EPTA agreements, one ofthe key indicators in our sales growth is increases in 
our deferred revenue balance, as it represents future revenue upon collection of receivables. The following table summarizes 
foe activity within deferred revenue for foe years ended December 31,2010 and 2009 (in foousands): 

StoresOnline deferred revenue as of January 1,2009 $ 40,962 
Cash collected on Principal of EPTA Contracts (24,966) 
Deferred revenue added during period (net of writeoffs) 6,249 
Store.sOnline deferred revenue as of Deceraber31, 2009 22,245 
Cash collected on Principal of EPTA Contracts (18,028) 
Deferred revenue added during period (net of writeofls) 19,012 
StoresOnline deferred revenue as of December 31, 2010 $ 23,229 

Cash sales of SOS licenses and ofoer products at our events as well as hosting revenue decreased to $35,794,000 in 
the year ended December 31,2010, compared to $38,171,000 in the year ended December 31, 2009. The decrease was 

. primarily atfribumble to; 

(1) The number of Intemet Training WDrkshops we conducted during tiie year ended December 31, 2010 decreased 
15% to 571 (mcluding 28 foat were held outside the United States) compared to 673 (21 were held outside tiie Um'ted 
States) during the year ended December 31, 2009. 

(2) As a result ofthe decrease in number of events in foe year endedDecember 31,2010, we had approximately 
7,755 fewer buying units in attendance at our previews in the year ended December 31,2010 compared to the year ended 
December 31,2009. As a result ofthe decrease in number of events, we lad approximately 1,897 fewer workshop buyers in 
foe year ended December 31,2010 as compared to foe year ended December 31, 2009. The decrease in foe number of 
workshop bityers reduced revenue for the year ended December 31,2010 by approximatety $3,638,000, compared to the 
corresponding period of 2009. 

(3) Cash purchases as a percentage of total workshop purchases decreased to 37% for the year ended December 31, 
2010 from 41% for foe year ended December 30,2009. The lower percentage of cash at the workshop further decreased 
revenue for the year ended December 31,2010 by approximately $2,621,000, compared to foe corresponding period of 2009. 

(4) Offsetting the decrease in workshop buying units and foe lower cash percentage was the fact that approximately 
28% of buying urtits made a purchase at foe workshops during the year ended December 31,2010, compared to 25% for foe 
year ended Etecember 31,2009, which resulted in 1,465 additional workshop bu>'ers and $2,957,000 in additional workshop 
revenue. 

(5) Further offsetting foe decrease in workshop buying units and foe lower cash percentage was a $228,000 increase 
in hosting revenue for foe year ended December 31,2010, compared to the corresponding period of 2009. 

(6) Revenue from preview and follow-up events decreased by $1,729,000 during foe year endedDecember 31,2010 
compared to foe year ended December 31, 2009. 
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(7) Partially offeefong the overall decrease in revenue was a decrease to deferred revenue of $769,000 in foe year 
ended December 31,2010 con^ared to a decrease of $ 151,000 in tite same period of 2009. The majority ofthe decrease in 
2010 was due to foe change in foe Avail 24/7 contract (See Note Ito foe financial statements). The difference in tiie change in 
deferred revenue in both periods resulted in a $618,000 increase to revenue in foe year ended December 31,2010 conpared to 
foe same period in 2009. 

(8) Partially offeetting foe overall decrease in revenue was a decrease in reftinds when compared to foe prior 
period. As aresultof giving fewer refimds in foe current period, revenue increased $2,081,000 in foe year endedDecember 
31, 2010 compared to foe year endedDecember 31, 2009. 

Commissions from titird parties decreased 16% to $10,649,000 fortheyear endedDecen:^er3I,20l0, from 
$12,743,000 for tiie year ended December 31,2009. 

Cost of Revenue 

Cost of revenue consists primarily of foe cost to conduct Internet Training Workshops, credit card fees, and the cost of 
products sold. Cost of revenue for foe year ended December 31, 2010 decreased 7% to $20,876,000, from $22,384,000 for foe 
year ended December 31, 2009. Cost of revenue as a percentage of revenue increased to 32% in foe current year compared to 
29% in prior year. The increase in cost of revenue as a percentage of revenue was primarily due.to foe implementation of 
certain promotions beginning in September 2010 designed to increase foe attendance at our workshops. The impact of these 
promotions was an increase of 3% to cost of revenue as a percentage of revenue. 

Selling and Marketing 

Selling and marketing expenses consist of payroll and related expenses for sales and marketing activities, advertising, 
and promotional and public relations expenses. Selling and marketing expenses for foe year ended December 31,2010 
decreased 6% to $31,433,000, from £33,499,000 for foe year ended December 31, 2009. Selling and marketing expense as a 
percentage of revenue increased to 49% in foe current year from 44% in prior year, primarily due to a decrease in the response 
to our direct mail advertising. This decrease in response rate resulted in fewer attendees at our preview events compared to 
(he prior year quarter. As a result ofthe decrease in response rate despite foe same \e\e\ of expense on our direct mail 
advertising, our revenue per advertisii^ dollar decreased, which significantly impacted our selling and marketing expense as a 
percentage of revenue. The overall decrease in selling and marketing expense is due primarily to a 19% decrease in number of 
preview events to 3,404 in foe current year con^ared to 4,191 in foe prior year, which decreased preview related event costs 
by approximately $525,000. Trends in selling and marketing expenses will not always be consistent wifo the tt-ends in revenue 
due to foe feet foat selling and marketing expenses are typically recognized when incurred, at foe time of sale, and no later than 
foe expiration of foe customer's three-day cancellation period, but foe related revenue is often deferred in accordance with foe 
application of generally accepted accounting principles. 

General and Administrative 

General and adminish-ative expenses consist of payroll and related expenses fbr executive, accounti'ng and 
administrative personnel, legal, accounting and ofoer professionals, finance company service fees, and other general corporate 
expenses. General and administrative expenses for foe year ended December 31,2010 had a small decrease to $6,653,000 from 
$6,830,000 for foe year ended December 31,2009. 

Other Income 

Ofoer income primarily relates to EPTA contracts, which ̂ neraily carry an 18% simple interest rate. For foe year 
ended December 31,2010 and 2009, other income was $4,956,000 and $5,619,000, respectively. The decrease was primarily 
attributable to the collection of interest income from EPTA contracts decreasing 17% to $4,653,000 for foe year ended 
December 31,2010 compared to $5,619,000 for foe year ended December 31,2009. This decrease was partially offset by a 
one-time sale of receivables that had previously been written off foe books for $303,000 in foe current year. 
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Six Months Ended December 31,2009 Compared to Sbc Months Ended December 31, 2008 

Revenues 

ReveniKs for foe six months ended December 31,2009 decreased 34% to $35,589,000 from $54,120,000 for foe six 
months ended December 2008. 

Fees for SOS licenses sold under EPTAs are recognized as revenue as cash payments are received from foe customer 
and nol at foe time of sale. Revenues related to cash collected laider EPTA agreements decreased to $10,654,000 for foe six 
months ended December 31, 2009 compared to $15,819^000 for the six monfos ended December 31, 2008. The decrease in 
cash collected under EPTA agreements is primarily due to an increase in uncollectable accounts which we believe was a result 
of worsening economic conditions, as well as decrease in sales made under EPTA agreements as a result of foe reduction in 
number of workshop events. During the six monfos ended December 31, 2009 we increased our reserve on uncollectable 
accounts by an additional $8,738,000 as a result of increasing deterioration in our accounts receivable collections. The 
following table summarizes foe activity within deferred revenue for foe six monfos ended December 31, 2009 and 2008 (in 
foousands): 

StoresOnline deferred revenue as of July 1,2008 S 43,191 
Cash collected on Principal of EPTA Contracts (15,819) 
Deferred revenue added during period (net of writeoffs) 13,590 
StoresOnline deferred revenue as of December 31,2008 $ 40,962 

StoresOnline deferred revenue as of July 1, 2009 S 33,863 
Cash collected on Principal of EPTA Confracts (10,654) 
Deferred revenue subtracted during period (net of writeoffs) (935) 
StoresOnline deferredrevenue as of December 31,2009 $ 22,274 

The remaining decrease in revenues for foe six monfos ended December 31, 2009 cunpared to the six months ended 
Dccenfoer 31,2008 is primarily related to a decrease in cash sales of SOS licenses at workshop and preview events which 
decreased to $15,161,000 in foe six months ended December 2009 compared w $21,717,000 in the six montiis ended December 
31, 2008. The decrease is attributable to: 

(1) The number of Internet Training Workshops conducted during the six monfos ended December 31, 2009 decreased 
24% to 342 (including 21 tiiat were held outside foe United States) compared to 452 (including 81 foat were held outside the 
Utitod States) during foe six monfos ended December 31, 2008, 

(2) The average number of bitying units in attiendance at our workshops during foe sbc months ended December 31, 
2009 decreased to 76 from 87 during foe six months ended December 31,2008. Persons who pay an enrollraera; fee to attend 
our workshops are allowed to bring a guest at no additional charge, and that individual and his/her guest constitute one buying 
unit. If the person attends alone, that single person also counts as one buying unit. 

(3) Approximately 23% oftiie buying units made a purchase at foe workshops during foe six nronfos ended December 
31,2009, compared to 29% for foe six montiis ended Etecember 31,2008. As a result ofthe decrease in number of events, 
number of buyir^ units per event, and percent purchased per even^ we had approximately 4,300 fewer workshop buyers in tiie 
six months ended December 31, 2009 as compared to foe six months ended December 31,2008. The result offoe decrease in 
foe number of workshop buyers reduced revenue by approximately $9,332,000. 

(4) Cash purchases as a percentage of total workshop purchases increased to 43% for foe six months ended December 
31,2009 compared to 41% for tiie six monfos ended December 31,2008. The increase in cash percentage of total workshop 
purchases increased revenue by approximately $474,000. 

44 

49 of 99 3/11/2011 5:52 PM 

http://www.sec.gov/Archives/edgar/data/1075736/00013544


iig_10k.htin http://www.sec.gov/Archives/edgar/data/3075736/0O0135448811OO. 

Revenues were reduced by $207,000 during foe six months ended December 31, 2009 and $1,280,000 during foe six 
months ended December 31 2008, as a result of various legal matters discussed elsewhere wifoin fois document in which 
agreements were reached, or expected to be reached, allowing for customer refimds. 

Third party commission and ofoer revenues decreased 33% to $9,830,000 for foe six months ended December 31, 
2009 compared to $14,639,000 for foe six months ended Etecember 31, 2008. The decrease was primarily atft-ibutable to a 
decrease in comntissions fii^m titird parties as a result of fewer leads sent to foird parties due to a decrease in our sales. 

Cost of Revenues 

Cost of reveî ue consists prinrarily offoe cost to conduct Intemet Training Wortehops, credit card fees and foe cost of 
products sold. Cost of product and ofoer revenues for the six montfis ended December 31, 2009 decreased 37% to $11,186,000 
from $17,746,000 for foe six montiis ended December 31,2008. The decrease in cost of product and other revenues is 
primarily attiibutable to foe decrease in workshop revenue along wifo the implementation of cost saving measures designed to 
reduce travel and event costs. Trends in cost of revenue will not always be consistent wifo foe trends in revenue due to foe feet 
that cost of revenue is typically recogni^d at foe time of sale and no later than foe expiration ofthe customer's foree-day 
cancellation period, but foe related revenue is often deferred in accordance wifo accounting standards. 

Selling and Marketing 

Selling and marketing expenses consist of payroll and related expenses fbr sales and marketing activities, advertising, 
and promotional and public relations expenses. SeUing and marketing expenses for the six months ended December 31,2009 
decreased 54% to $15,911,000 from $34,565,000 for tiie six months ended December 31, 2008. The decrease in selling and 
marketing expenses is primarily due to foe implementation of cost savings programs which lowered our cost per mail piece, 
which resulted in a 28% decrease in selling and marketing expenses as a percentage of revenue to 45% ft)r the six months ended 
December 31, 2009 compared to 64% for the six monfos ended December 31, 2008. The remaining decrease in selling and 
marketing expenses is primarily atfributable to a 24% decrease in foe number of Internet Training Workshops conducted during 
foe s ixmor^ ended December 31,2009 compared to six months ended December 31,2008. Trends in selling and narketing 
expenses will not always be consistent wifo the tiends in revenues due to foe tact that selling and marketing expenses are 
typically recognized when incurred, at the time of sale, and no later foan foe ejqjiration oftiie customer's three-day cancellation 
period, but the related revenues are often deferred in accordance wifo accounting ^dance. 

General and Administrative 

General and administrative expenses consist of payroll and related expenses for executive, accounting and 
administrative personnel, legal, accounting and ofoer professional fees, finance company service fees, and other general 
corporate expenses. Genera] and admim'stiative expenses for the six montiis ended December 31,2009 decreased 51% to 
$3,037,000 from $6,141,000 for the six months ended December 31,2008. The decrease is primarily due lo a decrease inleg^l 
expenses of $1,380,000, as a result of several legal settiements in the prior year, and a decrease in finance servicing company 
payments of $842,000 as a result of a reduction in principal collected on our receivables portfolio. The remaining decrease is 
due to several cost savings initiatives in tiie current year wliich reduced ctu- telephone, office supply, sliareholder and investor 
relations as well as other general and adnunistrative expenses. 

Other Income 

Ofoer income is primarily derived from tfie EPTA contracts, which generally carry an ]8% sinple interest rate. Ofoer 
income for foe six montiis ended December 31,2009 decreased 14% to $2,491,000 compared to $2,891,000 for six montiis 
ended December 31, 2008. The decrease is attributable to foe decrease in foe collection of tt-ade receivables. 
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Fiscal Year Ended June 30, 2009 Compared to Fiscal Year Ended June 30, 200S 

Revenues 

Revenues for foe fiscal year ended June 30, 2009 ("fiscal 2009") decrea.-?ed 26% to $94,411,000 from $128,048,000 for 
foe fiscal year ended June 30,2008 ("fiscal 2008"). 

Fees for SOS licenses sold under EPTAs are recognized as revenue as cash payments are received from foe customer 
and not at the time of sale. Revenues related to cash collected under EPTA agreements decreased to $30,131,000 for fiscal 
2009 compared to $33,970,000 for fiscal 2008. The decrease in cash collected under EPTA agreements is primarily due to a 
reduction in EPTA sales during foe period as a result ofa reduction in number of sales teams and events. The following table 
summarizes foe activity witiiin deferred revenue for foe years ended June 30,2008 and 2009 (in foousands): 

StoresOnline deferred revenue as of July I, 2007 $ 42,455 
Cash collected on Principal of EPTA Conti-acts (33,969) 
Deferred revenue added durii^ period (net of writeofls) 34,705 
StoresOnline deferred revenue as of June 30,2008 43,191 
Cash collected on Principal of EPTA Contracts (30,131) 

. Deferred revenue added diE-ing period (net of writeoffe) 20,803 
StoresOnline deferred revenue as of June 30, 2009 $ 33,863 

The remaining decrease in revenue from fiscal 2009 compared to fisca] 2008 is primarily related to a decrease in cash 
sales of SOS licenses at workshop and preview events which decreased to $37,395,000 in fiscal 2009 compared to 
$61,487,000 in fiscal 2008. The decrease is attributable to: 

: (1) The number of Internet Training Workshops conducted durtr^ fiscal 2009 decreased 24% to 783 (including 81 that 
were held oidside the United States) compared to 1,028 (including 184 that were held outside foe United States) during fiscal 
200S, 

(2) The average number of buying units in attendance at our workshops during fiscal 2009 was relatively constant at 
85 compared to 84 during fiscal 2008, 

(3) Approximately 28% offoe buying units made a purchase at the workshops during fiscal 2009, which is comparable 
lo fiscal 2008, and 

(4) Cash purchases as a percentage of total workshop purchases decreased to 41% in fiscal 2009 compared to 52% in 
fiscal 2008. 

Revenues were reduced by $1,840,000 during fiscal 2009 and $998,000 durir^ fiscal 2008 as a result of various legal 
matters discussed elsewhere within tins document in which agreements were reached, or expected to be reached, allowing for 
customer refimds. 

Commission and ofoer revenue decreased 17% to $25,747,000 in fiscal 2009 compared to $30,907,000 in fiscal 2008. 
TTie decrease was primarily attributable to a decrease in commission from third parti'es as a result of fewer leads sent to foird 
parties due to a decrease in our sales. 

Cost of Revenue 
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Cost of revenue consists primarily ofthe cost to conduct Internet Training Worksliops, credit card fees and foe cost of 
products sold. Cost of revenue for fiscal 2009 decreased 29% to $28,945,000 from $41,011,000 for fiscal 2008. The decrease 
in cost of revenue is primarily attribut^le to foe decrease in number of workshops held along wifo foe implementation of cost 
saving measures designed to reduce travel and event costs. Trends in cost of product and ofoer revenues will not always be 
consistent wifo foe trends in revenue due to foe fact foat cost of product and other revenues is tj^ically recognized at the time of 
sale and no later foan foe expiration offoe customer's three-day cancellation period, but foe related revenue is often deferred in 
accordance wifo accounting guidance. 

Selling and Marketing 

Selling and marketing expenses consist of payroll and related e^enses for sales and marketing activities, advertising, 
and promotional and public relations expenses. Sel ling and marketing expenses for fiscal 2009 decreased 25% to $52,154,000 
from $69,556,000 for fiscal 2008, The decrease in selling and marketing expenses is primarily attributable to a 24% decrease 
in the nun^er of Memet Training Workshops conducted during fiscal 2009 compared to fiscal 2008. The increase in selling and 
marketing expense as a percentage of worlahop revenue to 76% in fiscal 2009 from 72% in fiscal 2008, is primarily related to 
a lower response to our marketing efforts at foe preview training sessions due to several factors including foe unfevorable 
global economic environment which resulted in a cutback in consumer and business spending. Trends in selling and marketing 
expenses wili not always be consistent with foe trends in revenues due to foe foct foat selling and marketing expenses are 
typically recognized when incurred, at foe tins of sale, and no later tfian the ejqiiration oftiie customer's foree-day cancellation 
period, but the related revenues are often deferred in accordance wifo accounting guidance. 

General and Administrative 

General and administt^tive expenses consist of payroll and related expenses for executive, accounting and 
administrative personnel, legal, accounting and other professional fees, finance company service fees, and other general 
corporate expenses. General and administiative expenses in fiscal 2009 increased 2% to $9,630,000 from $9,488,000 in fiscal 
2008, The small increase in genera] and adminisfrative expenses is primarily due to an increase in professional fees. 

Other Income 

Ofoer income is primarily derived from tiie EPTA contt-acte, which generally carry an 18% simple interest rate. Otiier 
income for fiscal 2009 decreased 36% to $6,018,000 compared to $9,434,000 for fiscal 2008. The decrease is attributable to 
the decrease in foe collection of trade receivables. 

Operating Results of Crexendo Web Services (in thousands) 

Year Ended Dcccmber3l, Six Months Ended December 31, Fiscal Year Ended Juoe 30, 

Crexendo Web Services 
Revenue 
Operating Expenses: 

Cost of revenue 
Selling and marketing 
General and administrative 

Loss from operations 
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YearEndcd December31,2010 Compared to Year Ended December31, 2009 

Revenue 

Revenue for the year ended December 31,2010 was $1,322,000, compared to $ 127,000 in foe year ended December 31, 
2009. Revenue from Crexendo Web Services is generated primarily through on page and off page search engine optimization 
services, search engjne management services, conversion rate optimization services, and website design and development 
services. A substantial portion of Crexendo ^̂ feb Services' revenue is generated through six lo twelve monfo service contt-ace, 
as such; growfo in Crexendo Web Services will initially be seen through increases in our backlog. 

Below is a table which displays foe Crexendo Â b̂ Services revenue backlog as of December 31, 2009 and 2010, which is 
expected to be recognized as revenue wifoin foe next twelve months (in foousands); 

Crexendo Web Services backlog as of December 31,2009 S 42 
CrexendoWcbServicesbackl(^as of December 31, 2010 $ 964 

Cost of Revenue 

Cost of revenue consists primarily of salaries related to fiilfillraent ofour web services. Cost of revenue fbr the year 
ended December 31, 2010 was $729,000 compared to $401,000 fbr foe year ended December 31, 2009, The increase in 
salaries for the current period is related to an increase in headcounl as we continue to increase our fijlfillment capacity. 

Selling and Marketing 

Selling and marketing expenses consist primarily of salaries and benefits, as well as advertising expenses. Selling and 
marketing expense was $1,389,000 and $566,000 fbr foe year ended December 31,2010 and 2009, respectively. The large 
increase was primarily atft-ibutable to an increase in salespeople and other sales activity. Since Decen^r 31,2009 we have 
hired six additional direct sales reps in major US cities, witfi the majority of foose coming in September and October, hi total, 
we now have 11 direct sales reps in major US cities. 

General and Administrative 

General and administrative expenses consist of payroll and related ejqienses for account managers and administrative 
personnel. General and administrative expenses were $1,031,000 and $318,000 for the year ended December 31,2010 and 
2009, respectively. The large increase reflected foe growfo ofour business between tiie two periods as we add personnel to 
support our increase in revenue. 

Six Months Ended December 31,2009 Compared to Six Months Ended December 31,200S 

Revenue 

RevenuefrtrfoesixmonfhsendedDecembcr 31,2009 was $127,000. \\fe began selling Crexendo Wfeb Services in foe 
six nwntiis ended December 31, 2009. 

Cost of Revenue 

Cost of revenue consists primariiy of salaries related to fulfillment ofour web services. Cost of revenue fi)r foe six 
months ended December 31, 2009 was $331,000. The cost ofrevenue parallels our revenue which began during this period. 
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Selling and Marketing 

Selling and marketing expenses consist primarily of salaries and benefits, as well as advertising expenses. Selling 
and marketing expense was $432,000 for foe six months ended December 31,2009 as a result of beginning this business. 

General and Administrative 

General and administrative expenses consist of payroll and related expenses for account managers and adminisfrative 
personnel. General and administiative expenses were $268,000 for foe six months ended December 31,2009, 

Fiscal Year Ended June 30,2009 Compared to Fiscal Year Ended June 30, 2008 

As of June 30,2009, Crexendo ^ b Services was a development stage segment, and had only incurred $253,000 in 
expenses since inception and had not generated any revenue. 

Operating Results of our Crexendo Netwoiit Services Division (in thousands) 

Year Ended December 31, Six Months Ended PecemberJl, Fiscai Year Ended Jime 30, 

2010 2009 2009 2008 2009 2008 

Crexendo Network Services 
Operating expenses: 

General and 
administiative S 462 $ 71 $ 41 - $ 30 $ 

Research and development 967 ^ 338 169 ^ 169 -_ 
Loss from operations $ (1,429) $ (409) $ (210) S - $ (199) $ 

YearEndcd December31,2010 Compared to VearEnded December31, 2009 

As ofDecember3I,2010, our Crexendo Network Services division was a development stage se^nent and had 
incirred $1,838,000 in expenses since inception and bad not generated any revenue. 

General and Administrative 

General and administrative expenses consist of payroll and related expenses for rent, professional fees, and 
administiative personnel. General and administrative expenses were $462,000 and $71,000 fbr foe year endedDecember 31, 
2010 and 2009, respectively. The large increase, which mostiy included legal and consulting fees, was primarily attiibutable 
to preparation ofour hosted telecom Phase One product launch. 

Research and Development 

Research and development expenses primarily consist of payroll and related expenses, related to the development 
of new telecom products. Research and development expeises were $967,000 and $338,000 for the year ended December 31, 
2010 and 2009, respectively. The large increase was primarily attributable to preparation ofour hosted telecom Phase One 
productlaunch which began with sales at select StoresOnline events in February 2011 

Six Months Ended December 31, 2009 Compared to Sk Months Ended December31,2008 

As of December 31,2009, our Crexendo Network Services division was a development stage segment and had 
incurred S409,000 in expenses since inception and had not generated any revenue. 
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fiscal Year Ended June 30,2009 Compared to Fiscal Year Ended June 30,2008 

As of June 30, 2009, our Crexendo Network Services division was a development stage segment and had incurred 
$ 199,000 in expenses since inception and had not generated atiy revenue. 

Results of our Coiporate and Other Unallocated Operations (in thousands) 

Year Ended DccemberSl, Six Montbs Ended December 31, Fiscal Year Ended June 30, 

Unallocated corporate items 
Cost of revenues 
Selling and marketing 
General and administrative 
Research and development 
Total unallocated corporate 

items $ (8,827) $ (9,814) $ (4,864) S (5,857) $ (11,109) $ (11,246) 

Year Ended December 31,2010 Compared to Year Ended December 31, 2009 

Unallocated corporate expenses, which are not allocated to specific se^nents, totaled $8,827,000 and $9,814,000 for 
foe years ended December 31, 2010 and 2009, respectively. Unallocated costs decreased for foe year ended December 31, 
2010 due, in part, to a decrease in salaries and share-based compensation expense from the prior year 

Cost of Revenue 

Cost ofrevenue consists of share based compensation which was $169,000 and $158,000 for foe years ended 
Decercher 31,2010 and 2009. 

Selling and Marketing 

Selling and marketing expenses consist of share-based compensation which was $84,000 and $114,000 for foe year 
ended December 31,2010 and 2009, respectively. 
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General and Administrative 

Corporate general and adniinistt-ative expenses consist of payroll, share-based compensation, rent, professional fees, and 
adminisfrative personnel which are not allocated to specific segments. Corporate general and administrative e)^nses were 
$6,451,000 and $7,739,000 for foe years ended Decen^er 31,2010 and 2009, respectively. The large decrease for foe year 
ended December 31,2010 was due, in part, to a decrease in salaries and share-based compensation expense from the prior 
year. 

Research and Development 

Research and development expenses primarily consist of payroll and share-based compensation expenses, related to 
our engineering team whose cost cannot be specifically allocated to any particular segment. Unallocated research and 
development expenses were $2,123,000 and $1,803,000 for foe years ended December 31, 2010 and 2009, respectively. 

Six Months Ended December 31, 2009 Compared to Sbi Months Ended December 31, 2008 

Total corporate general and administiative expenses and share-based compensation expenses, which are not allocated 
to specific segments, totaled $4,864,000 and $5,857,000 for foe six monfos ended December 31, 2009 and 2008, 
respectively. Unallocated costs decreased in foe six months ended December 31,2010 due, in part, to a decrease in salaries 
and share-based compensation expense from the comparable period offoe prior year. 

Cost of Revenue 

Cost ofrevenue consists of share-based compensation which was $91,000 and $58,000 for the six montiis ended 
December 31,2009 and 2008, respectively. 

Selling and Marketing 

Selling and marketing expenses consist of share based compensation which was $48,000 and $81,000 for foe six 
monfos ended December 31, 2009 and 2008. 

General and Administrative 

Corporate general Mid administrative expenses consist of payroll, share-based compensation, and related expenses for 
rent, professional fees, and administrative personnel which are not allocated to specific segments. Corporate general and 
admiinstiative expenses were $3,850,000 and $4,638,000 for tiie six montiis ended December 31, 2009 and 2008, 
respectively. Thelargedecreasefortheyeareiided December 31,2010 was due, in part, to a decrease in salaries and 
share-based compensation expense from foe prior year. 

Research and Development 

Research and development expenses primarily consist of payroll and share-based compensation expenses, related to 
our engineerir^ team whose cost cannot be specifically allocated to any particular segment. Unallocated research and 
development expenses were $875,000 and $1,080,000 for the six montiis ended December 31,2009 and 2008, respectively. 

Fiscal Year Ended June 30, 2009 Compared to Fiscal Year Ended June 30, 2008 

Total corporate general and administrative expenses and share-based compensation expenses, which are not allocated 
to specific segments, totaled $11,109,000 and $11,246,000 for foe years ended June 30, 2009 and 2008, respectively. 

Cost of Revenue 

Cost ofrevenue consists ofshare-basedcompensationwhich was $123,000 and $180,000 for tfie fiscal year ended 
June 30, 2009 and 2008, respectively. 
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Selling and Marketing 

Selling and marketir^ expenses consist of share-based condensation which was $146,000 and $231,000 for the fiscal 
years ended June 30, 2009 and 2008, respectively. 

General and Administrative 

Corporate general and administrative expenses consist of payroll, share-based compensation, rent, professional fees, 
and administrative persoraiel which are not allocated to specific segments. Corporate general and administrative expenses 
were $8,832,000 and $8,722,000 for foe fiscal years ended June 30,2009 and 2008, respectively. 

Research and Development 

Research and development expenses primarily consist of payroll and .share-based compensation expenses, related to 
our engineering team whose cost catmot be specifically allocated to any particular segment TMallocated research and 
development expenses were $2,008,000 and $2,113,000 for foe fiscal years ended June 30, 2009 and 2008, respectively. 

LIQUIDITY AND CAPITAL RESOURCES 

We had working capital of $11,388,000 and $17,064,000 as of Decembef 31, 2010 and 2009, respectively. We had 
working capital, excluding deferred revenue, of $25,145,000 and $33,431,000 as of December 31,2010 and 2009, 
respectively. Eteferred revenue balances represent historical sales for which we cannot immediately recogni;^ revenue. TTie 
costs and expenses we incur as foese deferred revenue amounts are recognized as product and other revenues are expected to be 
insi^ficant Consequently, we do not consider deferred revenue to be a factor that impacts our liquidity or future cash 
requirements. 

Cash and Cash Equivalents 

We had cash and cash equivalents of $ 14,207,000 and $21,549,000, respectively. For foe year ended December 31, 
2010, we generated positive cashflows from operatii^ activities of $39,000 compared to a use of cash for operating activities 
of $1,676,000 (unaudited) for foe year ended December 31, 2009. For tfie six months endedDecember 31,2009 we generated 
positive cash flows from operating activities of $2,578,000 compared to a use of cash for operating activities of $6,083,000 
(unaudited) for foe six months ended December 31, 2008. During the year ended June 30, 2009 we used $6,985,000 of cash for 
operating activities. 

Trade Receivables 

Trade receivables and long-term trade receivables, net of allowance for doubtful accounts, totaled $21,564,000 and 
520,426,000 as of December 31,2010 and 2009, respectively. Long-term trade receivables, net of allowance for doubtfiil 
accounts, were $9,442,000 and $6,264,000 as of December 31,2010 and 2009, respectively. We offer our customers an 
installment contract wifo payment terms between 24 and 36 months, as one of several payment options. The payments foat 
become due more foan 12 months after the end offoe fiscal period are classified as long-term tiade receivables. 
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Ws have sold some ofour domestic trade receivables in foe past. In foe fiiture, we may evaluate as?-eements wifo 
foiid-party financing companies for foe sale ofour international and domestic trade receivables. 

Accounts Payable 

Accounts payable totaled $3,328,000 and S3,154,000 as of December 31,2010 and 2009, respectively. The a^ng of 
accounts payable as of December 31, 2010 and 2009 was generally within our vendors' terms of payment 

Capital Requirements ~ Contractual Obligations 

The following table summarizes our significant oontractuarobligatioie as of December 31,2010: 

Payments due by Period .(I) 

Less than 1 to 3 
Total I year years 

(in itiDiisaDds) 
Operating leases (2) $ 4,693 S 1,625 $ 3,046 

(1) Payments are incluited in the period in which tiiey are contractually required to be made. Actual payments may be made 
prior to the confractually required date. 

(2) Represent oir commitments associated wifo operatir^ leases and includes contracts that expire in various years tiw-ough 
2013. Payments due reflect cash to be paid for rent 

We have approxirirately $1,317,000 ofunrecognizEd tax positions foat have been recognized as liabilities foat have not 
been included in foe contracfoal obligatibiis table due to uncertainty as to when such aniouhts maybe settled. 

Capital 

As of December 31, 2010, total stockholders' equity was $20,120,000, down 23% from $25,982,000 as of December 
31,2009. The decreasefor the year ended December 31,2010 in total stockholders'equity was afoibutable to net loss of 
$2,310,000, foe purchase and retirement of $3,823,000 ofour common stock, and for tiie declaration of $900,000 in dividends 
to common stockholders. The decrease in total stockholders' equity was partially offeet by foe stock option compensation 
expense of $1,041,000, 

In December 2008, our Board of Directors decreased the quarterly cash dividend to $0.02 from $0.11 per common 
share. The dividend payout ratio is not meaningful because we had a net loss for foe period. 

Common Stock Repurchase Program 

On September 5,3006, our Board of Directors aufoorized foe repurchase of up to $20,000,000 of our common slock. 
In September 2(J07, our Board of Dfrectors aufoorized foe repurchase ofan additional $50,000,000 ofour common stock. 
DuringtheyearendedDecember3r, 2010, the six months endedDecember 31,2009 and foe fiscal years ended June 30,2009 
and 2008, we repurchased $3,823,000, $734,000 (unaudited), $734,000, and $12,580,000 ofour common stock, respectively. 
We intend to repurchase shares of our common stock from time to time over foe next two years but may suspend or di scontinue 
purchasing the common stock at any time. The repurchased common stock was retired. 

On November 3,2010, we announced the commencement of a modified Dutch auction tender offer to pLffclase up to 
$4,750,000 in value of shares ofour common stock at a price not less foan $4.35 per share and not more foan $4.75 per share. 
The tender offer closed on December JO, 2010, after which we purchased and carKelled 723,896 shares ofour common stock 
at a cost of $3,438,000. 
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OFFBALANCE SHEET ARRANGEMENTS 

We have no off-balance sheet arrangements otiier than operating leases. We do not believe that foese operating leases 
are material to our current or foture financial position, results ofoperations, revenues or expenses, liquidity, capital 
expenditures or capital resources. 

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS 

Recently Adopted Accounting Guidance -On January 1,2010, we adopted new accounting guidance on Fair Value 
Measurements and Disclosures. This authoritative giuidance requires us to disclose the amount of sigiificant tiransfers between 
Level 1 and Level 2 offoe fair value hierarchy and foe reasons for tl^se transfers, as well as foe reasons for any transfers in or 
out of Level 3 offoe fiiir value hierarchy. In addition, foe g^dance clarifies certain existing disclosure requirements. This new 
guidance did not have a material impact on our disclosures in our consolidated financial statements at December 31,2010. 

On Januaiy 1,2010, we adopted new accounting guidance on tiie consolidation of variable Interest entities. This 
guidance requires revised evaluations of whefoer entities represent variable interest entities, ongoing assessments of coirtrol 
over such entities, and additional disclosures for variable interests. This new aufooritative guidance had no impact on our 
financial condition and results ofoperations at December 31,2010. 

In July 2010, foe Financial Accounting Standards Board ("foe FASB") released accounting guidance which provides 
greater ti-ansparency and addresses disclosures about the credit qiKlity of financing receivables and foe allowance for credit 
losses. In addition, foe guidance assists in foe assessment of credit risk exposures and evaluation ofthe adequacy of 
allowances for credit losses. Additional disclosures must be provided on a disaggre^ted basis. The update defines two 
levels of disaggregation - portfolio segmet« and class of financing receivable. Additionally, foe update requires disclosure of 
credit quality indicators, past due information and modifications of financing receivables. The update is not applicable to 
mortgage bulking activities (loans originated or purchased for resale to investors); derivative instruments such as repurchase 
agi"6eirients; debt securities; EI transferor's interest in securitization transactions; and purchased beneficial interests in 
securitized financial assets. This update is effective for the Company for interim or annual periods ending on or after 
December 15,2010. This update has no material effect on our consolidated financial statements. 

Recent AccountingGuidanccNot Yet Adopted-In October 2009, foe Financial Accounting Standards Board (foe 
"FASB") issued aufooritative ^dance on revenue recognition that will become effective for us beginning January 1,2011, wifo 
e£u-lier adoption permitted. UtKler foe new guidance, arrangements that Include tangible products tlathave software components 
foat are essential tofoefimctionalityoffoetangibleproductwillnolonger be within the scope of tfie software revenue 
recognition guidance, and such software-enabled products will now be subject to ofoer relevant revenue recognition guidance. 
Additionally, the FASB issued aufooritative.^idance on revenue arrangements wifo multiple deliverables fist are outside the 
scope offoe software revenue recognition guidance. Under foe new guidance, when vendor specific objective evidence or foird 
party evidence for deliverables in an arrangement cannot be determined, a best estimate ofthe selling price is required to 
separate deliverables and allocate arrangement consideration using the relative selling price mefood. The new ^dance 
includes new disclosure requirements on how the application offoe relative sellii^ price mefood affects foe timing and amount 
ofrevenue recognition. This guidance could have a material effect on our financial statements as a result of using the 
relative selling price mefood for our SaaS arrangements. 

FORWARD-LOOKING STATEMENTS AND FACTORS THAT MAY AFFECT FtJTURE RESULTS AND FINANCIAL 
CONDmON 

Wifo the exception of historical facts, foe statements contained in Managemertf's Discussion and Analysis of Fmancial 
Condition and Results of Operations are "forward-lookii^ statements" witfun foe meaning of the Private Securities Litigation 
Reform Act of 1995, which reflect oia- current expectations and beliefs regarding our fiiture results ofoperations, performance 
and achievements. The section entitled "Business" above in Part I, Item 1 offois Annual Report also includes forward-looking 
statements. These statements are subject to risks and uncertainties and are based upon assumptions and belieft foat may or may 
not materialize. These forward-looking statements include, but are not limited to, statements concerning: 
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our belief foat our target market will increasingly look to Internet solutions providers who leverage industtty and 
customer practices, mcrease predictability of success of foeir Internet initiatives and decrease implementation risks 
by providing low-cost, scalable solutions wifo minimal lead ti'ine; 

our belief foat we can compete successftiliy by relying on our infi^structure, marketing strategies as well as 
techniques, systems and procedures, and by adding additional products and services in the ftiture; 

our belieffoat we can continue our success by periodic review and revision of our methods of doing business and 
by continuing our expansion into domestic and international markets; 

\ • our belieffoat a key component ofour success comes from a number of new, recently developed proprietary 
; technologies and that these technologies and advances distii^ish our services and products from our competitors 
! and fiirfoer help to substantially reduce otr operating costs and expenses; 

\ • our contention foat we do not offer our customers a "business opportunity" or a "fi^nchise" as those terms are 
defined in applicable statutes ofthe states in which we operate; 

; our belief foat we operate incompliance wifo laws concerning sales practices and more particularly foat we are 
i not obligated to offer more than a three-day right of rescission; 

i our belief foere is a large, fi-agmented and ureler-served population of small businesses and entrepreneurs 
I searching for professional services firms foat offer business-to-consumer e-commerce solutions coupled wifo 
• support arbd continuing education; 
i 

] • 
\ our belieffoat continuously testing and implementing changes to our business model may fiirfoer reduce the level of 
\ investment necessary to get customers to attend our events and to increase our value proposition to foese 
I customers; 

i our expectation foat our offering of iffoducts and services will evolve as some products are replaced by new and 
I enhanced products intended to help our customers achieve success wifo their Internet-related businesses; and 

our expectation foat foe costs and expenses we incur will be insigjiificant as deferred revenue amounts are 
recognized as product and other revenues when cash is collected. 

We caution readers foat our operatii^ results are subject to various risks and uncertainties that could cause our actual 
results and outcomes to differ materially from those discussed or anticipated, includii^ changes in economic conditions and 
intemet technologies, fluctuations in weafoer patterns, interest rate fluctuations, and foe factors set forth in foe section entitled, 
"RiskPactors," under Part I, item 1A of this Annual Report. We also advise readers not to place arty undue reliance on tfie 
forward-looking statements contained in tfiis report, which reflect our beliefs and expectations only as ofthe date of this report. 
We assume no obligation to update or revise foese forward-looking statements to reflect new events or circumstances or any 
chat̂ ges in our beliefe or expectations, other foan as required by law. 

ITEM 7A. QUANTTTATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS 

Not required 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To foe Board of Directors and Stockholders of 
iMergent, Inc. 

We have audited foe accompanying consolidated balance sheets of IMergent, Inc. and si^sidiaries (foe "Company") as of 
December 31,2010 and 2009, and foe related consolidated statements ofoperations, stockholders' equity, and cash flows for 
foe year ended December 31,2010 and for the six months ended December 31,2009. Our audits also included tfie financial 
statement schedule listed in the Index at Item 15. These financial stateriKnts and foe financial statement schedule are foe 
responsibility oflhe Company's management Our responsibility is to e>q5ress an opinion on tiiese financial statements and foe 
financial statement schedule based on our audits. 

We conducted our audits in accordance wifo tfie standards offoe Public Company Accounting Oversight Board (United States). 
Those standards require foat we plan and perform the audit to obtain reasonable assurance about whefoer foe financial 
statements are free of materia] misstatement The Company is not required to have, nor were we engaged to perform, an audit of 
its internal control over financial reporting. Our audits included consideration of internal confrol over financial reporting as a 
basis for desigmng audit procedures foat are appropriate in foe circumstances, but not for foe purpose of expressing an opinion 
on the effectiveness offoe Company's internal control over financial reporting. Accordingly, we express no such opinion An 
audit also includes examining, on a test basis, evidence suppordng foe amounts and disclosures in tiie financial statements, 
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We bel i eve foat our audits provide a reasonable basis for our opini on. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of iMergent, 
Inc. and subsidiaries at December 31, 2010 and 2009, and the results of foeir operations and foeir cash flows for foe year ended 
December 31,2010 and for foe six montiis ended December 31,2009, in conformity wifo accounting principles generally 
accepted in foe United States of America. Also, in our opinion, such financial statement schedule, when considered in relation 
to the basic consolidated financial .statements taken as a whole, presents fairly in all material respects foe information set forth 
therein, 

/s/ DELOITTE & TOUCHE LLP 

Salt Lake City, Utah 
March 2, 2011 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To foe Board of Directors and Stockholders 
iMergent, Inc. 

We have audited foe accompanying consolidated statements ofoperations, stockholders' equity, and cash flows for the year 
ended June 30,2009, Our audit also included foe financial statement schedule listed in the Index st Item 15(2) wifo respect to 
the year ended June 30,2009. These financial statements and foe financial statement schedule are foe responsibility oftiie 
Company's nianagement. Our responsibility is to express an opinion on these financial statements and foe financial statement 
schedule based on our audit 

We conducted our audit in accordance wifo foe standards offoe Public Company Accounting Oversi^t Board (United 
States). Those standards require foat we plan and perform foe audit to obtain reasonable assurance about whether foe financial 
statements are free of material misstatement The Compariy is nol required to have, nor were we engaged to perform, an audit 
of its internal conft-ol over financial reporting. Our audit included consideration of internal control over financial reporting as a 
basis for desiring audit procedures foat are appropriate in the circumstances, but not for foe purpose of expressing an opinion 
on the effectiveness ofthe Company's internal control over financial reporting. Accordingly, we express no such opinion. An 
audit includes examining, on a test basis, evidence .supporting foe amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audit provides a reasonable basis fbr our opinion. 

In our opinion, the fmancial statements referred to above present fairly, in all material respects, the results ofoperations and 
cash flows of iMergent, foe. and sifosidiaries fbr foe year ended June 30, 2009 in conformity with US. generally accepted 
accounting principles. Also, in our opinion, the related financial statement schedule for tVe year ended June 30,2009, when 
considered in relation to foe basic financial stateraenK taken as a whole, presents fairly, in all material respects, foe information 
set forfo therein. 

h i Tanner LUC 

Salt Lake City, Utah 
September 1,2009 
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IMERGENT, INC. AND SUBSIDIARIES 
Consolidated Balance Sheets 

(In thousands, except par value and share data) 

Assets 

Current assets; 
Cash and cash equivalents 
Resfricted cash 
Trade receivables, net of allowance for doubtful accounts of $10,464 

as of December 31,2010 and $11,827 as of December 31, 2009 
Inventories 
Income tax receivable 
Deferred income tax assets, net 
Prepaid expenses and otfier 

Total current assets 

Certificate of deposit 
Long-term tf-ade receivables, net of allowance for doubtfol accounts of $7,957 as of December 
31,2010 
and $5,882 as of December 31, 2009 

Property and equipment, net 
Deferred income tax assets, net 
Intangible assets 
Goodwill 
Otiier long-term assets 

Total Assets 

Liabilities and Stockholders' Equity. 

Current liabilities: 
Accounts payable 
Accrued expenses and ofoer 
IHvidend payable 
Income taxes payable 
Deferred revenue, current portion 

Total current liabilities 

Deferred reventie, net of current portion 
Otfier long-term liabilities 

Total liabilities 

Commitments and contingencies (Note 11) 

Stockholders' equity; 
Preferred stock, par value $0,001 per share - authorized 5,000,000 shares; none issued 
Common stock, par value $0,001 per share - aufoorized 100,000,000 shares; 10,664,878 

shares outstandingasofDecember 31,2010 and 11,446,320 shares outstanding 
asofDecember31,2009 

Additional paid-in capital 
Accumulated deficit 

Total stockholders' equity 

Total Liabilities and Stocldiolders' Equity 

Deccmberil, 
2010 

$ 14,207 
1,088 

12,122 
1,067 
1,239 

949 
1,376 

De 

$ 

ceniber31. 
2009 

21,549 
1,088 

14,162 
243 

• 387 
1,009 
2,988 

32,048 

500 

41,426 

500 

$ 

9,442 
3,139 
5,024 

987 
265 
239 

51,644 $ 

6,264 
1,446 
5,298 
1,206 

302 
56,442 

$ 3.32S $ 
3361 

214 
-

13,757 
20,660 

9,523 
1,341 

31.524 

3,154 
4,588 

229 
24 

15,827 
23,822 

6,447 
191 

30,460 

— 

1_ 

11 
49;48l 

(29372) 
20,120 

51,644 $ 

11 
53,033 

(27,062) 
25,982 

56,442 

64 of 99 3/11/2011 5:52 PM 

http://www.scc.gov/Archives/ed%5er/data;i075736/0001354488n00


iig_IOk.htin http://www.sec.gov/Archives/edgar/dam/l075736/OOOI3544881IO0... 

See accompanying notes. 
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IMERGENT, INC. AND SUBSIDWRIES 
Consolidated Statements of Operations 

(In foousands, except per share and share data) 

Revenue 
Oper3ti"ng expenses: 

Cost ofrevenue 
Selling and marketing 
General and administrative 
Research and development 

Total operating expenses 

Loss from operations 

Ofoa" income (expense); 
Interest income 
Interest expense 
Ofoer income (expense), net 

Total ofoer income, net 

Income (loss) before income tax provision 

Income tax provision 

Net income (loss) 

Net income (loss) per common share: 
Basic 
Diluted 

Dividends per common share 

^ighted-average common shares outstanding: 
Basic 
Diluted 

See accompanying notes. 
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VearEnded 
DeceinberSl, 

2010 

Six Montiis 
Ended 

December3I, 
2009 

Fiscal Year 
Ended 

June 30,2009 

$ 65,793 $ 

21,774 
32,906 
14,597 
3,090 

72,367 

(6,574) 

4,746 
(4) 

214 . 

4,956 

(1,618) 

(692) 

$ (2,310) $ 

35,716 $ 

11,608 
16,391 
7,196 
1,044 

36,239 

(523) 

2,596 

(7) 
(98) 

2,491 

1,968 

(637) 

1,331 $ 

94,411 

29,138 
52,434 
18,541 
2,177 

102,290 

(7,879) 

6,799 
(13) 

(768) 
6,018 

(1,861) 

(5,681) 

(7,542) 

(0.20) $ 
(0.20) S 

0.08 $ 

0,12 $ 
0.12 $ 

0.04 $ 

(0.66) 
(0.66) 

0.17 

11,357,434 
11,357,434 

11,402,442 
11,484,684 

11,371,303 
11,371,303 

66 of 99 3/11/2011 5:52 PM 



iig_10k.htin http://www.sec.gov/Archives/cdgar/data/lO75736/000l3544881100. 

IMERGENT, INC. AND SUBSIDIARIES 
Consolklated Statements of Stockholders' Equity 

VearEnded December31,2010, Six Months Ended December31,2009, and 
Fiscal Year Ended June 30,2009 
(In thousands, except share data) 

Balance, July 1,2008 
Expense for stock options granted to 

employees 
Stock issued under stock award plans (net of 

forfeitures) and 
related income tax benefit of SI 
Issuance of restricted stock (net of 

forfeitures) 
Repurchase of common stock 
Dividends declared 
Net toss 

Balance, June 30,2009 
Expense for stock options granted to 

employees 
Dividends declared 
Issuance of resti-icted stock 
Net income 

Balance, December 31,2009 
E^ense for stock options granted to 

employees 
Stock issued under stock award plans (net of 

forfeitures) and 
related income tax benefit of $3 
Restricted stock issued for acquisition 
Dividends declared 
Repurchase of common stock 
Common stock acquired through tender offer 
Net loss 

Balance, December 31,2010 

Contmon Stock 

Shares AitjOunt 

11,304,410 $ 11 

Additional 
Paid-in 

Caintal 

S 53315 

1.544 

Accumulated 

Deficit 

$ (20,851) 

Total 
Stockholdets' 

EqiMty 

$ 32,475 

1,544 

155,109 600 

1,041 

600 

74,901 
(109,100) 

11,425320 

21,000 

11,446320 

n 

11 

(734) 
(1,943) 

52,782 

709 
(458) 

53,033 

(7,542) 
(28393) 

1331 
(27,062) 

(734) 
(1,943) 
(7,542) 
24,400 

709 
(458) 

1,331 
25,982 

1,041 

827 
20,000 

(78,373) 
(723,896) 

10,664,878 S n S 

13 
117 

(900) 
(385) 

(3,438) 

49,481 S 
(2310) 

(29372) $ 

13 
117 

(900) 
(385) 

(3,438) 
(2310) 
20,120 

See accompanying notes. 
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IMERGENT, INC AND SUBSIDIARIES 
Consolidated Statements of Cash flows 

(In thousands) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income (loss) 
Adjustments to reconcile net income (loss) to net 
cash provided by (used for) operating activities: 
Depreciation and amortization 
Expense for stock options issued to employees 
Impairment ofproperty held-for-sale 

Tax benefit upon issuance of common stock 
Deferred income tax provision 
Changes in assets and liabilities; 

Resti"icted cash 
Trade receivables 
Inventories 
Income tax receivable 
Prepaid expenses and other 
Ofoer long-term assets 
Accounts payable, accrued expenses and ofoer 

.. Income taxes payable 
Deferred revenue 
Other long-term liabilities 
' Net cash provided by (used for) operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Acquisiti'on ofproperty and equipment 
Acquisition of company (Note 3) 
Acquisition ofproperty held-for-sale 
Proceeds from sale ofproperty held for sale (Note 15) 
Proceeds fi-om sale of available-for-sale securities 

Net cash provided by (used for) investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Repurchase of common stock 
Common stock acqtured foron^ tender offer 
Proceeds fi-om exercise of options and related income tax benefit 
Principal payments on note payable 
Payments made on continent consideration 
Dividend payments 

Net cash used for financing activities 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD 

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 

Year Ended 
DeceFnt)er31, 

2010 

Six Months 
Ended 

December 31, 
2009 

Fiscal Y«ar 
Ended 

June 30,2009 

$ (2310) $ 1331 $ (7,542) 

1,379 
1,041 

(3) 
334 

(1,138) 
(S24) 
(852) 

1,402 
63 

(1.180) 
(21) 

1,006 
1,142 

39 

(2,534) 
(250) 

210 
-

(2,574) 

(385) 
(3,438) 

13 

(82) 
(915) 

(4,807) 

(7,342) 

21,549 

$ 14,207 S 

704 
709 
90 

839 

714 
10,330 

13 
1,439 

(1,258) 
46 

(780) 
07) 

(11,589) 
7 

2,578 

(634) 

(296) 

-
(930) 

-

(115) 

(458) 
(573) 

1,075 

20,474 

21,549 $ 

1,468 
1,544 

1,130 

(1,802) 
7,812 

371 
(UQ33) 

• 2325 
166 

(1,926) 
(HI) 

(9328) 
1 

(6,985) 

(613) 

3,800 
3,187 

(734) 

600 
(64) 

(1,714) 
(1,912) 

(5,710) 

26,184 

20,474 

See accompanying notes. 
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IMERGENT, INC. AND SUBSIDIARIES 
Consolidated Statements of Cashflows (CONTINUED) 

(In thousands) 

Supplemental disclosure of cash flow information: 
Cash paid (received) during the year for; 

Interest 
Income taxes 

Supplemental disclosure of non-cash investing and financing information: 
Dividends declared and not paid 
Purchase ofproperty and equipment iiKluded in accounts payable 
Acquisition of company wifo stock 
Contingent consideration related to acquisition 

in February 2010, iMergent, Inc. entered into an asset purchase agreement with CastieW^ve, LLC ("Castie^^^ve") to 
purchase their assets for total consideration of $495,000 (Note 3). The total consideration included a contingent consideration 
of approximately $ 128,000 based upon estimated fotiire revenue generated through CastleW^ve's sales channels, restricted 
stock of $117,000, and cash of $250,000. The purchase price was allocated to a non-conpete a^ecmcnt for $60,000, technical 
know-how for $60,000, customer list for $98,000, otiier assets for $12,000 and goodwill for $265,000. See summary below 
(in foousands); 

Fair value of assets aquired (including goodwill of$265,000) $ 495 
Cashpaid. (250) 
Stock issued (117) 
Estimated value of contingent consideration (128) 
Liabilities assumed None 

See accompanying notes. 
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Year Ended 
December 31,2010 

$ 4 
70 

$ 214 
101 
117 
46 

Six Months Ended 
December 31,2009 

S 

$ 

7 
(1,624) 

229 

Fiscal Year 
Ended 

June M, 2009 

$ 7 

5,790 

$ 229 
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IMERGENT, INC. AND SUBSIDIARIES 
Notes fo Consolidated Financial Statements 

1. Significant Accounting Policies 

Description of Business - iMergent, Inc. is incorporated in foe state of Delaware. As used hereafter in foe notes to 
consolidated financial statements, we refer to iMergent, Inc. and its wholly owned subsidiaries, as "we," "us," or "our 
Company". We areaneServices company that provides e-commerce technology, training and a variety of web-based 
technologies and resources to entrepreneurs and small, medium, and large enterprises. Our services are designed to help 
decrease foe risks associated with e-commerce implementation by providing low-cost, scalable solutions and providing 
support and information re^rdingindustr>' developments. 

The consolidated financial statements have been prepared in accordance wifo U.S. generally accepted accounting 
-principles ("US GAAP") and pursuant to foe rules and regulations ofthe Securities and Exchange Commission ("SEC"). These 
consolidated financial statements reflect foe results ofoperations, financial position, changes in stockholders' equity, and cash 
flows ofour Company. 

Change in Fiscal Year- In Noveniber 2009, foe Board of Directors approved a change ofour fiscal year fi'om a June 
30fiscalyeareTidtoaDeceiifeer31 fiscal year end. This Form 10-K is an annual report, and includes information for foe year 
ended December 31, 2010, foe six monfo transitional period ended December 31, 2009 and for tiie fiscal year ended June 30, 
2009. 

Principles of Consolidation - The consolidated financial statements include foe accounts and operations of iMergent, 
Inc. and its wholly owned subsidiaries, which include Avail 24/7 Inc., Crexendo Wfeb Services, Inc., Galaxy Mall, Inc., 
StoresOnline hici, StoresOnline International Canada ULC, StoresOnline International, hic, StoresOnline hitemational Ltd., and 
Intemet Training Group, Inc. All intercompany account balances and tiansactions have been eliminated in consolidation. 

Cash and Cash Equivalents - We consider all highly liquid, short-term investments wifo maturities of foree months or 
less at foe time of purchase to be cash equivalents. As of December 31,2010, we had cash and cash equivalents in financial 
institutions in excess of federally insured limits in foe amount of $1,397,000. 

Restricted Ca.sh - We classified $1,088,000 as restiicted cash as of December 31, 2010 and 2009, respectively, to 
reflect foe compensating balance requirement of its merchant accounts and purchasing card agreements. 

Trade Receivables - We offer to our customers foe option to finance, typically ihrough 24 and 36-monfo extended 
pa>Tnenl term arrangements ("EPTAs"), purchases made at its Internet Training Wbrkshops. EPTAs are reflected as short-term 
and long-term trade receivables, as applicable, as we have foe intent and ability to hold tiie receivables for the foreseeable 
fiittire, until maturity or payoff EP'lAs are recorded on a nonaccrual status beginning on foe contract date. 

Allowance for Doubtful Accounts -We record an allowance for doubtfiil accounts at the time foe EPTA contract is 
perfected- The allowance represents estimated losses resulting fi-om customers' failure to make required payments. The 
allowance for doubtful accounts for EPTAs is netted a^inst the current and long-termtrade receivables balances. The 
allowance estimate is based on historical collection experience, specific identification of probable bad debts based on 
collection efforts, aging of trade receivables, customer payment history, and ofoer known fectors, including current economic 
conditions. We believe tiiat the allowance for doubtfiil accounts is adequate based on our assessment to date, however, actual 
collection results may differ materially trom our e:^ectations. Because revenue generated ftom ciistomers financing through 
EPTAs is deferred and not recognized prior to foe collection of cash, adjustments to foe allowance for doubtfol accounts 
increase or decrease deferred revenue. Trade receivables are written off against foe allowance when the related customers are 
no longer maldngrequired payments and foe ti-ade receivables are determined to be uncollectible, typically 90 days past foeir 
ori^nal due date. 

Interest Income - foterest income is primarily earned fi'om EPTA contracts. EPT\ conti-act lemis generally contain an 
18% simple interest rate. Interest income is reco^zed on foese accounts only to the extent cash is received as foe receivables 
are generally 24 and 36-months in length and collection offoe fijll amount offoe receivable is not probable. We recognized 
$4,746,000, $2,596,000, and $6,799,000 for foe year ended December 31,2010, foe six montfis ended December 31, 2009, 
and foe fiscal year ended June 30,2009, respectively. 
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Inventories - Inventories consist of products provided in conjunction wifo foe Internet Tiaining Workshops and foe 
costs of telecom equipment and are stated at foe lower of cost (first-in, first-out mefood) or market. 

Certificate of Deposit - We hold a $500,000 certificate of deposit as collateral for merchant accounts, which 
automatically renews every 16 months. The certificate of deposit is classified as long-term in foe consolidated balance sheets. 
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Property and Equipment -Depreciation and amortization expense is computed using the stiaiglit-line mefood in 
amounts sufficient to allocate foe cost of depreciable assets, including assets held under capital leases, over foeir estimated 
usefiil lives rangii^ fi-om two to five years. The cost of leasehold impmvements is amortized usmgfoestrai^t-line method over 
the shorter offoe estimated usefol life ofthe asset or foe term offoe related lease. Depreciation and amortization expense is 
included in genera] and administrative ejqjenses and totaled $942,000, $510,000, and $1,037,000 for foe year ended December 
31,2010, the sixmonths endedDecember 31, 2009, and foe fiscal year ended June 30, 2009, respectively. Depreciable lives 
by asset group are as follows: 

Computer and office equipment 2 to 5 years 
Computer software 3 years 
Furniture and fixtures 4 years 
Leasehold improvements 2 to 5 years 

Maintenance and repairs are charged to costs and expenses as incurred. The cost and accumulated depreciation of 
property and equipment sold or ofoerwise retired are removed fi"om the accounts and any related gain or loss on disposition is 
reflected in net income or loss for the year. 

Goodwill - Goodwill is tested for impaimient using a feir-value-based approach on an annual basis (December 1 for 
us) and between annual tests if indicators of potential impaii*ment exist. 

Intangible Assets - Our intangible assets consist primarily of purchased advertising lists and intangible assets 
acquired in foe acquisition of Castiewave, which include a customer list, technical know-how, and a non-compete agreement 
(Note 3). The feir value of identifiable intan^'ble assets is based upon foe lower of discounted future cash flow projections or 
foe amount paid in an arm's l en^ tiansaction. The advertising lists are amortized over six years on an accelerated basis. 
AmortiTation expense from the name lists is included in sales and marketing expense and totaled $371,000, $194,000, and 
$432,000 for tfie year ended December 31,2010, foe six montfis ended December 31,2009, and foe fiscal year ended June 30, 
2lX>9,Respectively. The average reinaiiiing usefol life offoe name list intan^ble assets were 36 months as of December 31, 
2010. The remaining intangible assets, wliich were acquired in February 2010, are amortized over three years on a 
stiai^-line basis. Amortizati'on experise fi-om foese acquired assets is included in general and administrative expense and 
totaled $66,000 for the year ended December3l, 2010. The remaining usefol lives of foese assets are 25 monfos as of 
December 31,2010. 

\Sfe periodically review foe estimated usefol lives ofour intangible assets and review these assets for impairment 
whenever evei^ or changes in circumstances indicate foat foe carryirg value ofthe assets may not be recoverable. The 
determination of impairment is based on estimates of fiiture undiscounted cash flows. If an intangible asset is considered to be 
impaired, foe amount ofthe impairment will be equal to the excess ofthe carrying value over foe fair value offoe asset 

Use of Estimates - In preparing the consolidated financial statements, management makes assumptions, estimates and 
judgments that affect foe reported amounts of assets and liabilities and disclosure of contingent assets and liabilities atthe dates 
offoe consolidated financial statements and the reported amounts of net sales and e>peiises during the reported 
periods. Specific estimates and judgments include inventory, intangible assets, allowances for doubtfiil accounts, sales returns 
and allowances, uncertainties related to certain income tax benefits, valuation of deferred income lax assets, valuation of 
share-based payments and recoverability of long-lived assets. Management's estimates are based on historical experience and 
on our expectations foat are believed to be reasonable. The conJjination of foese factors forms foe basis for making jud^ents 
about foe canying values of assets and liabilities that are not readily apparent from ofoer sources. Actual results may differ 
fi-om our current estimates and foose differences may be material. 

Revenue Recognition 

In general, we recognize revenue when all oftiie following conditions are satisfied: (1) foere is persuasive evidence 
ofan arrar^ement; (2) foe product or service has been provided to the customer; (3) foe amount of fees to be paid by the 
customer is fixed or determinable; and (4) foe collecti'on ofour fees is probable. Specifics to revenue category are as follows: 

Software License and Product Revenue 

Cash sales of software licenses and DVD training courses, are recognized as revenue when foe cash is received, net of 
expected customer refunds, upon expiration offoe customers' rescission period, which typically occurs three days after tiie 
licenses are delivered or when Ihe Internet training workshop takes place, whichever occurs later. 
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Software licenses and DVD training courses sold under EPTAs are recognized as revenue upon receipt of cash from 
customers and not at foe time of sale. Alfoough we are able to reasonably estimate foe collectability ofour receivables based 
upon our long history of offering EPTAs, accounting standards require revenue to be deferred until customer payments are 
received if collection ofthe original principal balance is not proIra.ble. Additionally, ifwe subsequentiy sale foe receivables 
on a non-recourse basis, accounting standards require fo^ foe related revenue be deferred until foe customer makes cash 
payments to foe third-party purchaser ofthe receivables. There are no receivable balances outstanding foat are subject lo 
recourse. 
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We have bundled product in two types of arrangements at our fotemet training workshop. During foe fiscal year 
ended June 3 0,2009, the six montiis ended December 31, 2009, and foe first three quarters offoe year ended December 31, 
2010, we primarily combined our software license wifo ofoer complementary products and would assign fair value using foe 
residual mefood in accordance wifo accounting guidance for software arrangements. We use foe residual mefood as we have 
vendor specific objective evidence for all undelivered elements in foe software arrangemenL During foe fourth quarter of 2010, 
we primarily sold our software under a software as a service ("SaaS") model, and would combine it wifo otfier conplementary 
products and would assign fair value using foe residual method in accordance wifo accounting guidance for multi-element 
arrangements. We use foe residual mefood as we have vendor specific objective evidence for all undelivered elements in the 
multi-element arrangement. 

Professional Services Revenue 

Fees collected for professional services, including website design and development, search engine optimization 
services, link-building, and paid search management services are recognized as revenue, net of ejected customer refunds, over 
the period during which foe services are expected to be performed, based upon foe fair value for such services. Fees related to 
EPTA contracts are deferred and recognized as revenue during foe service period or when cash is collected, whichever occurs 
later. 

Subscription and Hosting Revenue 

Fees collected for subscription and hosting revenue are reco^ized ratably as services are provided. Customers are 
billed for foese services on a monthly or annual basis at the customer's option: For all ofour customers, regardless of their 
billing mefood, subscription revenue is recorded as deferred revenue in foe accompanying consolidated balance sheets. As 
services are performed, w e recognize subscription revenue ratably over the applicable service period. When a free trial period 
is provided, subscription revenue commences when foe trial period has ended and foe customer has been billed for foe services. 

Commis si on Revenue 

We have contracts wifo third-party entities wifo respect to telemarketing product sales to our customers following the 
sale ofthe initial sofhvare licenses. These products and services are intended to assist foe customers with foeir Internet 
businesses. These products are sold and delivered conpletely by third parties. We receive commissions from foese third 
parties, and recognize foe revenue as the commissions are received, net of expected customer refimds. 

Change in Avail Contract 

In April 2007, we began marketing and selling Avail 24/7, an all-in-one communications service which assists small 
businesses and entrepreneurs to manage phone menus, voicemail, email, and fax in one online application. Customers 
purchasing foe Avail prodiKt are charged a non-refijndable activation fee along wifo a morrthly service fee. The non-refimdable 
activation fee is deferred and recognized ratably over foe estimated customer life, which is currentiy estimated to be four and 
one half years. The monfoly service fee is recogni^d ratably over foe service period. 

InJanuary2010 we changed foe conlract foal is associatedwifothe sale ofour Avail 24/7 subscription. Effective 
March 31, 2010 any customer that has not activated foeir Avail 24/7 subscription was assessed an activation fee of an 
additional $34.95. Prior to this chaise in contract, tills activation fee was included in a bundle of items sold at tiie workshop 
and foere was no time limit on activation. All existing customers were notified of foe change in contract in January and were 
given 60-days to activate Avail 24/7 wifoout paying foe additional activation fee. As a result offois change in contract, we 
recognized approximately $1,000,000 in revenue upon expiration offoe 60 day notice inMarch 2010 for foe Avail 24/7 
activation fees described above as we no longer had an obligation to provide the activation. In addition to the change in tiie 
Avail 24/7 contract, this product will not be included in foe bundle of items sold at foe workshop. Avail 24/7 will conti"nue to 
be sold as a standalone product. 

Fees collected related to sales tax and ofoer government assessed taxes are recognized on a net basis. 

Cost of Revenue - Cost ofrevenue consists primarily ofthe cost to conduct Intemet Training Workshops, credit card 
fees, salaries for professional services, and foe cost of products sold. 

Advertising Costs - We expense costs of advertising and promotions as incurred, wifo foe exception of direct-
response advertising costs. Direct-response advertising costs foat meet specified criteria are deferred and amortized over the 
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estimated benefit period. Because we have evidence foat customers have responded specifically to foe advertisii^ and that foe 
advertising results in probable fiiture benefits, such amounts are deferred and amortized. We are able to document foe 
responses of each customer lo tiic advertising foat elicited foe response. Advertising expenses included in sellir^ and marketing 
expenses were approximately $34,749,000, $7,284,000, and $22,808,000 for tiie year ended December 31,2010, tiie six 
montfis ended December 31, 2009, and foe fiscal year ended June 30, 2009, respectively. As of December 31,2010 and 2009, 
we recorded approximately $609,000 and $1,267,000 respectively, of direct-response advertising related to foture workshops 
as prepaid expenses. Amounts recorded as prepaid advertising expenses are amortized over foe estimated benefit period, 
typically three months. 
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Research and Development - Research and development costs are expensed as incurred. Costs related to internally 
developed software are expensed as research and development expense until technological feasibility has been achieved, after 
which the costs are capitelized-

Fair Value Measurements - The feir value of our financial assets and liabilities was determined based on tfiree 
levels of inputs, of which foe first two are considered observable and the last unobservable, foat may be used to measure feir 
value which are foe following: 

Level I — Unadjusted quoted prices that are available in active narkets for foe idei«ieal assets or liabilities at the 
measurement date. 

Level 2 — Ofoer observable inputs available at foe measurement dale, ofoer foan quoted prices included in Level I, 
eifoer directiy or indirectiy, including: 

Quoted prices for similar assets or liabilities in active markets; 
Quoted prices for identical or similar assets in non-active markets; 
Inpi^ ofoer than quoted prices foat are observable for the asset or liability; and 
Inputs that are derived principally fi-om or corroborated by ofoer observable market data. 

Level 3 — Unobservable inputs tiiat cannot be corroborated by observable market data and reflect foe use of 
significant management judgment These values are generally determined using pricing models for which foe 
assumptions utilize management's estimates 6f market participant assumptions. 

Rnanciallnstruments -The carrying values of cash and cash equivalents, restricted cash, certificates of deposit, and 
merchant account deposits approximate foeir fair values due to eitfier foe short maturity offoe instiuments or the recent date of 
the initial transaction. 

Foreign Currency Translation - We consider foe United States dollar as the functional currency for our foreign 
operations. Assets, liabilities, and all statements of income amounts are franslated daily into our functional currency using 
daily rates. Ail transaction adjustments are recorded in accounts receivable and deferred revenue until cash is received and 
foen the ̂ i n (loss) is recorded in foe consolidated statements ofoperations. 

Income Taxes - We recognize a liability or asset for foe deferred tax consequences of all temporary differences 
between foe tax basis of assets and liabilities and foeir reported amounts in foe consolidated financial statements that will result 
in taxable or deductible amounts in ftiture years when the reported amounts offoe assets and liabilities are recovered or settled. 
Accmals for uncertain tax positions are provided for in accordance with accounting guidance. Accordingly, we may recogni^ 
the tax benefits from an uncertain tax position only if it is more-likely-than-not foat the tax position will be sustained on 
examination by foe taxing aufoorities, based on foe technical merits offoe position. The tax benefits recognized in foe financial 
statements from such a position should be measured based on the largest benefit foat has a greater than 50% likelihood of being 
realized upon ultimate settlement. Accountii^ guidance is also provided on derecogjiition of income tax assets and liabilities, 
classification of current and deferred income tax assets and liabilities, accounting for interest and penalties associated witii tax 
positions, and income tax disclosures. Judgnertf is required in assessing the future tax consequences of events that have been 
reco^zed in foe financial statements or tax returns. \^riations in foe actual outcome of foese foture lax consequences could 
materially impact our financial position, results ofoperations, and cash flows. 

Interest and penalties associated wifo income taxes are classified as income tax expense in the consolidated statements 
ofoperatiOTis. 

We do not intend to permanentiy reinvest the undistributed earnings of its United Kingdom subsidiary in foose 
businesses outside ofthe United States and, foerefore, has provided for U.S. deferred income taxes on such undistributed 
foreign earnings. 

Stock-Based Compensation - For equity-classified awards, compensation expense is recognized over the requisite 
service period based on the computed feir value on tfie g?-ant dale offoe award. Equity classified awards include foe issuance 
of stock options and restricted stock. The resfricted stock Includes all dividend rights and ts a participating security; however, 
the restricted stock does not change earnings per share under the two-class mefood. 
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Comprehensive Income (loss) - There were no ofoer components of comprehensive income (loss) ofoer foan net 
income (loss) forthe year ended December 31,2010, the sixmontiis ended December 31,2009, and foe fiscal year ended 
June 30, 2009. 

Business Segments and Related Infonnation - Accounting guidance establishes standards for the way public 
business enterprises are to report information about operating segments in annual financial statements and requires enterprises 
to report selected information about operating segments in interim financial reports issued to stockholders. Accounting guidance 
also establishes standards for related disclosure aboid products and services, geographic areas and major customers. We 
generate over 90% ofour total revenue from StoresOnline customers witfiin Norfo America (United States and Canada) and 
less than 10% of our total revenues from customers in ofoer parts offoe world, 

Recently Adopted Accounting Guidance -On January 1, 2010, we adopted new accounting guidance on Fair Value 
Measurements and Disclosures. This aufooritative guidance requires us to disclose foe amount of significant ffansfers between 
Level ] and Level 2 offoe fair value hierarchy and the reasons for these transfers, as well as foe reasons for any transfers in or 
out of Level 3 offoe fair value hierarchy. In addition, tiie guidance clarifies certain existing disclosure requirements. This new 
guidance did not have a material impact on our disclosures in our consolidated financial statements at December 31, 2010. 

On January 1, 2010, we adopted new accounting ^dance on foe.consolidation of variable interest entities. This 
guidance requires revised evaluati'ons of whefoer entities represent variable interest entities, ongoing assessments of control 
over such entities, and additional disclosures for variable interests. This new authoritative guidance had no irripact on our 
financial condition and results ofoperations at December 31,2010, 

In July 2010, the Financial Accounting Standards Board ("foe FASB") released accounting guidance which provides 
greater transparency and addresses disclosures about foe credit quality of financing receivables and foe allowance for credit 
losses. In addition, foe guidance assists in the assessment of credit risk exposures and evaluation offoe adequacy of 
allowances for credit losses. Additional disclosures must be provided on a disaggregated basis. The update defines two 
leivels of disa^egation -: portfolio se^ent arid class of financing receivable. Additionally, foe update requires disclosure of 
credit quality indicators, past due information and modifications of financing receivables. The update is not applicable to 
mortgage bankii^ activities (loans originated or purchased for resale to investors); derivative instruments such as repurchase 
agreements; debt securities; a transferor's interest in securitization transactions; and purchased beneficial interests in 
securitized financial assets. This update is effective for us for interim or annual periods ending on or after December 15, 
2010. This update resulted in additional footnote disclosures (Note 4). 

Recent Accounfii^ Guidance Not Yet Adopted - In October 2009, foe FASB issued authoritative guidance on 
revenue recognition that will become effective for us beginning January 1,2011, wifo earlier adoption permitted. Under the new 
guidance, arrangements foat include tangible products that have sofhvare components foat are essential to the functionality offoe 
tangible product will no longer be within foe scope offoe software revenue recognition guidance, and such software-enabled 
products will now be subject lo other relevant revenue recogiition guidance. Additionally, the FASB issued aufooritative 
guidance on revenue arrangements wifo multiple deliverables that are outside tfie scope offoe software revenue recognition 
guidance. Under foe new guidance, when vendor specific objective evidence or third party evidence for deliverables in an 
arrangement cannot be determined, a best estimate offoe selling price is required to separate dehverables and allocate 
arrai^ment consideration using foe relative selling price mefood. The new guidance includes new disclosure requirements on 
how foe application offoe relative selling price mefood affects the timing and amount ofrevenue reception. This guidance 
could have a material effect on our financial statements as a result of using foe relative selling price method for our SaaS 
arra^ements. 
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2. Net Income (Loss) Pe r Common Stotre 

Basic net income (loss) per common share is computed by dividing foe net income (loss) for foe period by the 
weighted-average number of common shares outstanding during foe period. Diluted net income (loss) per common share is 
computed giving effect to all dilutive common stock equivalents, consisting of common stock opti'ons. Diluted net loss per 
common share for foe year ended December 31, 2010 and foe fiscal year ended June 30, 2009 is the same as basic net loss per 
common share because foe common share equivalents were anti-dilutive. The following table sets forth foe computation of 
basic and diluted net income (loss) per common share: 

YearEndcd 
Dccember3i,2010 

Six Months Ended 
December31,2{l09 

Fiscai Year 
Ended 

June 30,20t>9 

Net income (loss) (in thousands) 

Wei^ited-average share reconciliation: 
Weighted-average shares outstandii^ 
Weighted-average restricted shares held in escrow 
Wei^ted-average basic shares outsanding 
Dilutive employee stock options 
Dilutive restricted shares held in escrow-

Diluted shares outstanding 

Net income (loss) per common share: 
Basic , 
Diluted 

(2,310) $ 1,331 $ (7,542) 

s 
$ 

11,380,816 
(23,382) 

11357,434 
N/A, 
N/A 

11357,434 

(0.20) $ 
(0.20) $ 

11,442,763 
(40,321) 

11,402,442 
71,896 
10346 

11,484,684 

0.12 
0.12 

11,371,303 

11371303 
N/A 
N/A 

11371,303 

$ (0.66^ 
$ (0.66] 

Wfeighted average anti-dilutive common share equivalents not included in foe calculation of diluted net income (loss) 
per common share totaled 811,414, 568,604, and 675,336 for the year ended December 31, 2010, foe six months ended 
December 31, 2009, and foe fiscal year ended June 30, 2009. 

3. Acquisition 

On February 9, 2010 we acquired all ofthe assets of Castie^ve for total consideration of $495,000. For foe quarter 
ended March 31, 2010, we disclosed foe provisional total consideration was $846,000. Subsequent to foe acquisition, new 
infonnation was obtained about facts and circumstances that existed as ofthe acquisition date that resulted in us retrospectively 
adjusting tiie provisional contingent consideration from $479,000 lo $ 128,000 based upon estimated future revenue to be 
generated throu^ CastieW^ve sales channels. This retrospective decrease in contingent consideration resulted in a $35 i ,000 
decrease in goodwill. The total consideration included a contingent consideration based upon fiiture revenue generated from 
CastieWave sales channels of approximately $128,000, restf-icted stock of $117,000, and cash of $250,000. The contingent 
consideration is computed and paid out quarterly based upon a percentage of sales fi-om CastieWave's sales channels for tfiree 
years after foe acquisition date. The provisional contingent consideration is valued on a recurring basis and any fiiture change 
that are not measuronent period adjustinents will be recorded througji the income statenent. CastieWave is a provider of online 
marteting services wifo offices in bofo New York, New York and Provo, Utah. Wc acquired Castle\^^ve in an effort to expand 
our online marketit^ services capabilities and to add a sales office in the New York metropolitan area. 
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Under the acquisition mefood of accounting we allocated foe fair value offoe total consideration transferred to tiie 
tangible and identifiable intangible assets acquired from Castle^^^ve based on their estimated &ir values on foe date of 
acquisition. The fair values assigned to identifiable intangible assets acquired were based on estimates and assumptions 
determined by management. We recorded foe excess of purchase price over foe aggregate feir values as goodwill. We 
allocated approximately $ 12,000 offoe purchase price to tai^ible assets and approximately $218,000 ofthe purchase price to 
identified intan^'ble assets. We recorded foe excess purchase price of approximately $265,000 as goodwill, all ofwhich is 
deductible for income tax purposes. The identified intangible assets are being amortized over a weighted average life of tfiree 
years-

We have included Castie\\^ve's results ofoperations in our Crexendo Web Services segment and our consolidated 
results ofoperations from foe date of acquisition. Pro forma disclosures of Castie\S%ve's results ofoperations for periods 
prior to tfie date of acquisition are not presented herein as foey were not material when compared wifo our consolidated results 
ofoperations. 

4. Trade Receivables 

Currentiy we operate wifo one class of financing receivable. Below is an analysis offoe age ofour frade receivables 
(in tiiousands): 

Current 
1 - 30 days 
31-60 days 
61 - 90 days 
91 days andover 
Gross frade receivables 
Less allowance for doubtful accounts 
Thide receivables, net 

December 31, 

201» 2009 

$ 30,029 S 28,327 
3,416 3,461 
2,291 2,284 
1,533 1,298 
2,716 2,765 

39,985 
(18,421) 

38,135 
(17,709) 

$ 21,564 $ 20,426 

5. Property and Equipment 

Property and equipment consisted ofthe following (in foousands); 

Software 
Computers and office equipment 
Land 
Building 
Leasehold improvements 
Furniture and fixtures 
Less accumulated depreciation and amortization 

As of December 31, 2010 and 2009, we bad $366,000 and $252,000, respectively, of mternally developed software 
included in software above. 

On June 3, 2010, we acquired a 22,000 square fool building in Tempe, Arizona for our corporate offices and 
Crexendo Network Services division for total consideration of $1,525,000, The feir value allocated to the land and building 
was $877,000 and $648,000, respectively. The building will be depreciated over its estimated remaining life of 20 years. 
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Decenil)er31, 

2010 2009 

$ 

$_ 

3,480 $ 3,066 
3,287 2,741 

877 
765 
101 101 
169 162 

(5,540) (4,624) 

3,139 $ 1,446 
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6. Fair Value Measurements 

Liabilities measured at fair value on a recurring basis are summarized below as of December 31,2010 (in foousands): 

As of Fairvatue measurement at reporting date using 
December 31, 

Description 2010 Levell Level 2 Uvct3 

Contingent consideration $ (46) $ ^ $ -_ $ (46) 

Total $ (46) $ - $ $ (46) 

The following table provides a reconciliation between foe beginning and ending balances of items measured at feir 
value on a recurring basis that used significant unobservable inputs (Level 3) (in foousands); 

Acquisition 
Con^Dgent 

Consideration 
Balances as of January 1, 2010 $ 
Purchases, sales and settlements, net 128 
Transfers out of Level 3 (82) 

Balances as of December 31,2010 S_ 46 

The fair values offoe ti-ade receivables, and certificate of deposit were computed using a discounted cash flow model 
using estimated market rates as ofDecember31,2010 and December 31,2009 (in thousands): 

Cash and cash equivalents 
Restricted cash 
Trade receivables 
Certificate of deposit 

Our disclosure ofthe estimated fair value of our financial instruments is made in accordance wifo accountii^ guidance. 
The estimated feir value amounts have been determined by using available market information and appropriate valuation 
mefoodolog^es- However, considerable jud^nent is required to interpret market data in order to develop foe estimates of fair 
value. Accordingly, foe estimates presented herein are not necessarily indicative offoe amounts we could realize in a current 
market exchange. The use of different market assurr^tions and estimation mefoodologies may have a material effect on foe 
estimated feir value amounts. The fair value estimates presented herein are based on pertinent information available to 
management as of December 31,2010 and December 31,2009. 
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December 31 2010 
Carrying Estimated Fair 

Value 

$ 14,207 $ 
1,088 

21,564 
500 

Vafew 
14,207 
1,088 

21,120 
500 

Decembe 
Cairyi i^ 

Value 

£ 21,549 
1,088 

20,426 
500 

r31,2009 
Estitnatedfair 

Value 

$ 21,549 
1,088 

20,071 
500 
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1, Stock-Based Compensation 

Vife have various incentive stock-based compensation plans foat provide for the grant of up to 2,000,000 shares to 
eligible employees, consultants and directors of stock options, restricted stock, and other share-based awards. As of December 
31,2010, we had 354,817 shares remaining in foe plans for grant. 

The following table summarizes the statement ofoperations effect of stock-based condensation for foe year ended 
December 31,201Q, foe six montiis ended December 31,2009, and the fiscal year ended June 30,2009 (in foousands): 

Stock option compensation expense recognized: 
Cost ofrevenue 
Research and development 
Sellir^ and marketing 
General and adrranjsfrative 
I'otal stock option compensation expense recognized 
Related deferred income tax benefit 

Decrease in net income or increase in net loss 

VearEnded 
Deccmber31, 

2010 

$ 169 
176 
84 

612 

Six iMonlhs 
Ended 

December 31, 
2009 

S 91 
113 
47 

458 

Fiscal Year 
Ended 

June 30, 2009 

S 124 
279 
146 
995 

1,041 709 1,544 
(354) (228) (767) 

687 $ 481 $ 777 

Stock Options 

The weighted-average fair value of stock options on foe date of grant and tiie assumptions used to estimate the fair, 
value of stock options granted during foe year ended December 31, 2010, the six months ended Decen^er 31,2009, and the 
fiscal year ended June 30, 2009 using foe Black-Scholes option-pricing model were as follows: 

YearEndcd 
Deceiid)er31, 

2010 

$ 1.53 
66% 

4.00 
L73% 
2.35% 

Six M oHths 
Ended 

December 31, 
2009 

$ 3.51 
70% 

3.37 
2.02% 
1.06% 

Fiscal Year 
tjided 

June 30,2009 

$ 2.70 
71% 

3.61 
1.92% 
1.63% 

Welghted-avera^ fair value of options panted 
Expected volatility 
Expected life (in years) 
Risk-free interest rate 
Expected dividend yield 

The expected volatility offoe option is determined using historical volatilities based on historical stock prices. The 
e)5)ected life ofthe options granted is based on our historical share option exercise experience. The risk-free interest rate is 
determined using foe yield available for zero-coupon U.S. government issues wifo a remaming temi equal to the expected life of 
the option. Expected divideaid yield is based on our announced dividends each period during the term ofthe option. 
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The fbllowingtable summarizes foe stock option activity for all plmis for foe year endedDecember 31, 2010, foe six 
montiis ended December 31, 2009, and foe fiscal year ended June 30,2009; 

Outstanding at July 1,2008 
Granted 
Exercised 
Cancelled/forfeited 
Outstanding at June 30,2009 
Granted 
Exercised 
Cancelled/forfeited 
Outstanding at December 31, 2009 
Granted 
Exercised 
Cancelled/forfeited 
Outstanding at December 31, 2010 
Ending vested and expected to vest 
Exercisable as of December31,2010 
Exercisable as of December 31, 2009 

Number of 

Shares 

804,417 
368,000 

(154,651) 
(342,430) 
675336 
175,000 

(102,295) 
748,041 
585,000 

(2,499) 
(42,531) 

1,288,011 
1,180,473 

552,95? 
322,890 

Weighted-
Average Aggregate 

Weighted-
Average Remaining Intrinsic Value 

Eicrctsc Price Contract life (in thoosands) 

$ 14.68 3.4 years $ 1,947 

5.S6 
3.86 

15.06 
11.99 6.8 years 
7.52 

690 

20.82 
9.75 
3.45 
3.49 

13.95 
6.76 
6.76 
9.46 

12.45 

7.9 years 

8.2 years 
8.2 years 
7.0 years 
6.3 years 

481 

832 
710 
245 
176 

The tbtalinfrinsic value of options exercised during foe year ended December 31, 2010 and the fiscal year ended 
June 30,2009 was $9,000 and $279,000, respectively. 

The folloNving table summarizes non-vested stock activity for all stock option plans during foe year ended December 
31,2010: 

VearEnded December31,2010 

Nonvested balance, beginning of period 
Granted 
Vested 
Forfeited 

Nonvested balance, end of period 

As of December 31,2010, tiie total future con^nsation e^ense related to nonvested options not yet recognized in foe 
consolidated statements ofoperations was approximately $1,630,000 and foe weighted-average period over which these 
awards are expected to be recognized is approximately 18 months. 

Shares 

425,151 
585,000 

(255,511) 
(19,586) 

735,054 

Weighted 
Average 

Grant-Date 

Fair Value 

$ 3.S3 
L53 
3,31 
2.13 

$ 225 
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Restricted Stock 

During foe year ended December 31,2010, foe six months ended December 31, 2009, and foe fi seal year ended 
June 30, 2009, we granted 20,000, 21,000 and 108,000 shares of resfricted stock to our employees and directors under foe 2003 
Equity Incentive Plan, respectively. The restricted stock has one, two, or tiiree-year vesting periods during which foe recipient 
must remain employed wifo us or our subsidiaries. The weighted average feir value offoe resfricted stock on foe dates of grant 
madeduringtheyear ended December 31,2010, foe six montiis ended December 31,2009, and the fiscai year ended June 30, 
2009 was $5.85, $6.89, and $12.15 per share, respectively. The following table summarizes foe restiicted stock activity for foe 
year ended December 31,2010, the six montiis ended December 31, 2009, and for foe fiscal year ended June 30, 2009: 

Restricted stock outstanding as of July 1,2008 
Granted 
Vested 
Forfeited 
Restricted stock outstanding as of June 30,2009 
Granted 
Vested 
Forfeited 
Restricted stock outstanding as of December 31, 2009 
Granted 
Vested 
Forfeited 
Restricted stock outstanding as of December 31,2010 

8. Income T^xes 

The provision (benefit) for income taxes consisted offoe following (in thousands): 

Number of 

Shares 

108,000 
(49,849) 
(33,099) 
25,052 
21,000 

(16,749) 

29303 
20,000 

(33,631) 
(1,672) 
14,000 

Weighted-
Average 

Grant-Date 

Fair Value 

$ 12.15 
12.15 
12.15 
12.15 
6.89 

12.15 

9.15 
5.85 
S.13 

12.15 
6.89 

Current income tax provision (benefit): 
Federal 
State and local 
Foreign 

Current income tax provision (benefit) 

Deferred income tax provision (benefit): 
Federal 
State and local 
Foreign 

Defeired income tax provision 

Total income ta}f provision 

YearEndcd 
Dece[ntKr31, 

2010 

$ 540 
8 

(190) 

358 

(19) 
118 
235 

334 

$ 692 

Six Months 
Ended 

December 31, 
2009 

$ (123) 
96 

(175) 

(202) 

1,015 
59 

(235) 

839 

$ 637 

Fiscal Year 
Ended 

June 30,2009 

$ 4,451 
100 
— 

4,551 

992 
138 
— 

1,130 

$ 5,681 
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The income tax provision (benefit) attributable to income (loss) before income tax provision for foe year ended 
December 31, 2010, foe six montiis ended December 31,2009, and foe fiscal year ended June 30,2009 differed from tiie 
amounts computed by applying tiie U.S. federal statutory tax rate of 34% for foe year ended December 31,2010 and 35% for foe 
sixmonllB endedDecember 31,2009 and fiscal year ended June 30,2009 as a result ofthe following (in foousands): 

Computed "expected" income tax provision (benefit) 
Increase (decrease) in income tax provision (benefit) resulting from: 
State and local income tax provision (benefit), net of federal effect 
Change in tax rate 
Change in the valuation allowance for deferred income tax assets 
Settiements 
Lhcertain tax positions 
Ofoer, net 

Income tax provision 

As of December 31, 2010 and 2009, si^ficant components of net deferred income tax assets and liabilities were as 
follows (in foousands); 

Year Ended 
Decemljer31, 

2019 
$ (550) 

(43) 
123 
685 
(96) 
365 
208 

$ 692 

Six Months 
Ended 

December31, 
2009 

S 688 

103 
— 
81 

(235) 
15 

OS) 

$ 637 

fiscal Year 
Ended 

June 30,2009 
$ (651 

154 
— 

5,124 
795 
— 

259 

$ 5,681 

As of December 31,2010 As nfDccemb<-r31,2009 

Deferred income tax assets: 
Accmed expenses 
Deferred revenue 
Net operatir^ loss carryforwards 
Foreign tax credits 
Stock-based compensation 
Ofoer 
Subtotal 
Valuation allowance 

Total deferred income lax assets 

Deferred income tax liabilities; 
Property aid equipment 
Prepaid expenses and other 
Total deferred income tax liabilities 

Net deferred income tax asseK 

Current 

$ 532 
1,048 

— 
— 
— 
— 

1,580 
— 

1,580 

_ 

(631) 
(631) 

S 949 

Non-currenl 

$ 

— 

= 

S 

— $ 

2,506 
1,341 
1,957 

364 

6,168 
(837) 

5331 

(198) 
(109) 

(307) 

5,024 $ 

Current 

808 
1,412 

— 
— 
— 

2,220 

2,220 

___ 

- (1,211) 
(1,211) 

1,009 

_N 

$ 

— 

= i 

^ 

on-current 

— 
3,073 
1,064 
1,744 

212 
6,093 
(546) 

5,547 

(121) 
028 ) 
(249) 

5,298 
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During the fiscal year ended Juoe 30,2002, we experienced a change in ownership, as defined by tiie Interna] Revenue 
Code ("IRC") under Section 382. A change of ownership occurs when ownership ofa company increases by more foan 50 
percentage poliUs over a three-year testing period of certain stockholders. As a result of this ownership chaise we determined 
that our annual limitation on foe utilization ofour federal net operating loss ("NOL") carryforwards is approximately $461,000 
per year. We will only be able to utilize $5,761,000 ofour NOLcarryforwards and will forgo utilizing $14,871,000 of our 
NOLcarryforwards as a result ofthis ownership change. We do not account for forgone NOL carryovers in our deferred tax 
assets and only account for foe NOLcarryforwards that will not expire unutilized as a result ofthe restrictions of IRC section 
382. 

As of December 31,2010, we had NOL, research and development,, and foreign tax credit carryforwards for U.S. 
federal income tax reporting purposes of approximately $6,092,000, $129,000, and $1,341,000, respectively. The NOLs will 
begin to expfre in 2020 tiirough 2029, the research and development credits will begin to expire in 2029 through 2030, and foe 
foreign tax credits will begin W expire in 2017 through 2019, if not utilized. 

We also have state NOL and research and development credit carryforwards of approximately $2,627,000 and 
$48,000, which expire on specified dates as set forfo in foe mics offoe various states to which foe carryforwards relate. 

V^ also have foreign NOLcarryforwards of approximately $710,000, which expire on specified dates as set forth in 
the rules ofthe various countries in which foe carryforwards relates. 

Accoutiting ^idance requires foat a valuation allowance be established when it is more likely tiian not foat all or a 
portion of net deferred income tax assets will not be realized. A valuation allowance has been recorded on certain of om 
foreign tax credits foat we believe we will not be able to utilize before foe carryforwards expire. A valuation allowance has 
alsobeenrecordedoncertainofour state NOLcarryovers tiiat we believe we will not be able to utilize before foe 
carryforwards expire. A valuation allowance has also been recorded on all ofourforeignNOLcarryoversas wedonot 
believe we will be able to utili^ foese carryforwards. 

The net change in our valuation allowance was an increase of $291,000 for foe year ended December 31, 2010 and a 
decrease of $5,124,000 for die six monfos ended December 31, 2009. 

AccoiHiting guidance clarifies the accounti'ng for uncertain tax positions and requires conqjanies to recognize foe 
impact ofa tax position in tiieir finaiKial statements, if tiiat position is more likely tiian not of being sustained on audit, based on 
the technical merits offoe position, 

Alfoough we believe our estimates are reasonable, foere can be no assurance tiiat foe final tax outeome of foese matters 
will not be different from that wliich we have reflected in our historical income tax provisions and accruals. Such difference 
could have a material impact on our income tax provision and operating results in foe period in which it makes such 
detemiinatiorL 
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The aggregate changes in foe balance of unrecognized tax benefits durii^ the year ended December 31, 2010 and foe 
six montiis ended December 31,2009 were as follows (infoousands): 

Balance as of July 1,2008 $ 129 
Increases for tax positions related to the current period II 
Increases for tax positions related to foe prior years — 
Decreases for tax positions related to prior years — 
Settlements — 
Reductions due to lapsed statute of limitations ~ 
Balance as of December 31,2009 $ 140 
Increases for tax positions related to the current period 1,273 
focreases for tax positions related to foe prior years — 
Decreases for tax positions related to prior years — 
Settlements (96) 
Reductions due to lapsed statute of limitations — 
Balance as ofDecember 31,2010 $ 1317 

Durii^ the year ended December 31,2010, we reached a fevOrable settiement wifo New Zealand Inland Revenue 
Service. Prior to foe settiement, we had reserved $96,000 as an uncertain tax liability. Upon conclusion offoe settlement, fois 
amount was reduced from foe uncertain tax liability and provided an income tax benefit for the year ended December 31, 2010. 

During the year ended December 31,2010 we filed amended returns for foe following tax periods ending June 30, 
2005,2006,2007,2008,2009 and foe six months ended December 31,2009. The returns were amended to reflect an 
extraterritorial income redetermination (ETI). As a result ofthe redetermination of ETI we reassessed our foreign source 
income which resulted in the utili:ation of additional foreign tax credits. As a result ofthe amended retums we have recorded a 
liability for unc^rtitin tax positions of $1,273,000! 

As ofDecember 31, 2010, we had unrecognized lax benefits of $1,317,000 principally related to foreign tax credits, 
which if recognized, would reduce our effective tax rate. 

Estimated interest and penalties related to foe underpayment or late payment of income taxes are classified as a 
con^Donent of income tax provision (benefit) in foe consolidated statements of operations. Accrued interest and penalties were 
approximately $6,000 and $28,000 as of December 31,2010 and 2009, respectively. 

Our U.S. federal income tax retums forfiscal2007 through 2010 are open tax years. The IRS recentiy completed an 
audit of fiscal years 2005 tiirough 2007. We also file in various state and foreign jurisdictions. Wifo few exceptions, we are no 
longer subject to state and non-U.S. income tax ejsiminations by tax autiiorities for years prior to fiscal 2007. 
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9. Accmed Expenses 

Accmed oqsenses consisted ofthe following (in foousands): 

Customer service retums allowance 
Accrued wages and beiKfits 
Ofoer 

Total 

December 31, 
2010 

fi 652 
1,291 
1,418 

Dei:ember31, 
2009 

fi 1,387 
1,188 
2,013 

3361 $ 4,588 

10. InCangiMe Assets 

On June 29,2007, we purchased certain advertising lists for $1,276,000. On June 30, 2008, we purchased an 
additional $833,000 in advertising lists. We have historically rented foese lists for use in our direct advertising campaigns. We 
have the ri^ to lease foese lists to other third parties. We amortize the advertising lists over six years on an accelerated basis. 

In February 2010, we entered into an asset purchase agreement witii Castiewave LLC in which several intangible 
assets were acquired which were customer relationships, technical know-liow; and non-compete agreements (Note 3). The net 
carrying amoutit of intangible assets and foture estimated amortization expense is as follows (in foousands): 

Advertising name lists 
Customer relationships 
Technical know-bow 
Non-compete 

Less accumulated amortizati'on 
Advertising name lists 
Customer relationships 
Technical know-how 
Non-compete 

DcccmbcrSI, 
2010 

$ 2,109 
98 
60 
60 

(1,274) 
(30) 
(18) 
(18) 

0ecemt)er31, 
2009 

S 2,109 
0 
0 
0 

(903) 
0 
0 
0 

987 $ 1,206 

The following table outiines foe estimated fiiture amortization expense related to intangible assets held at December 
31, 2010 (in foousands): 

Yeara endii^ December31, 

2011 
2012 
2013 
2014 
Total 

401 
355 
183 
48 

987 
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I Amortization expense for foe year ended December 31,2010, tiie six montiis ended December 31,2009, and foe fiscal 
year ended June 30,2009 was approximately $437,000, $194,000, and $431,000, respectively. 

11. Commitments and Contingencies 

I Operating Leases 

I We lease certain of its equipment and corporate offices under noncanceiable operating lease agreements expiring at 
\ various dates through 2015. The operating leases for our corporate offices and training center facility contain customary 
; escalation clauses. Future aggregate minimum lease obligations under operating leases as ofDecember 31, 2010, exclusive of 
; taxes and insurance, are as follows (in foousands): 

; Years ending Dcccmber3I, 

I 2011 $ 1,625 
I 2012 1,675 
] ' 2013 1350 
\ 2014 21 
j 2015 22 
j Total $ 4,693 

! Rentalexpensefor the year ended December 31, 2010, the six montiis ended December 31,2009, and foe year ended 
\ June 30,2009 was approxmialely $2,052,000, $667,000, and $1,881,000, respectively. 
] 
\ Legal Proceedings 
\ I 
I Froni time to time we receive inquiries from federal, state, city and local government officials in foe various 
I jurisdictions in which we operate. These inquiries and investigations generally concern compliance wifo various city, county, 
I state and/or federal regulations involving sales, representations made, customer service, refiind policies, and marketing 
I practices. We respond to these inquirits and have generally been successfiil in addressing the concems of these persons and 
5 entities, wifoout a formal complaint or charge being made, alfoough there is often no formal closing offoe inquiry or 
I investigation. There can be no assurance that foe ultimate resolution of foese or ofoer inquiries and investigations will not have 
I a material adverse effect on our business or operations, or that a formal complaint will not be initiated. We also receive 
f coraplamts and inquiries in foe ordinary course of business from bofo customers and govemmental and non-govemraental 
I bodies on behalf of customers, and in some cases foese customer con^laints have risen to foe level of litigation. There can be 
i no assurance that the ultimate resolution of tiiese matters will not have a material adverse affect on our business or results of 
I operations. 

] We have recorded liabilities of approximately $50,000 and $1,079,000 as ofDecember 31,2010 and 2009, 
i respectively, for estimated losses resulting from various legal proceeding? in which we are engaged. Attomeys fees associated 
y, wifo foe various le^l proceedings are expensed as incurred. We are also subject to various claims and legal proceedings 

covering matters foat arise in the ordinary course of business. We believe that foe resolution of foese ofoer cases will not have a 
: material adverse effect on our business, financial position, or resuhs ofoperations. 
i 
i 
1 
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12. Stockholders' Equity 

On September 4, 2007, our Board of Directors aufoorized foe repurchase of up to an additional $50,000,000 ofour 
common stock, bringing tiie total amount aufoorizisd for repurchase to $70,000,000 through September 2012. Our share purchase 
program was originally announced on September 5, 2006. We expect to repurchase foe common stock over 5 years but may 
suspend or discontinue repurchasing foe common stock at any time. During foe year ended December 31,2010 and foe fiscal 
year ended June 30, 2009, we repurchased 78,373 and 109,100 shares of common stock for $385,000 and $734,000, 
respectively. As of December 31, 2010, $42,490,000 remained of foe $70,000,000 approved repurchase amount. 

On November 3, 2010, we announced foe commencement ofa tnodified Dutch auction tender offer to purchase up to 
$4,750,000 in value of shares ofour common stock at a price not less foan $4.35 per share and not more than $4.75 per share. 
The tender offer closed on December 10,2010, after which we piffchased and cancelled 723,896 shares of our common stock 
at a cost of $3,438,000. 

13. Empkiyee Benefit Plan 

We have established a retirement savings plan for eligible employees. The plan allows employees to contiibute a 
portion of foeir pre-tax compensation in accordance wifo specified guidelines, We may make discretionary profit-sharing 
cojifributions. We have begun making confributions to the plan in July 2006. Forfoeyear endedDecember 31, 2010, ihe six 
months ended December 31,2009, and tiie fiscal year ended June 30,2009, we contributed approximately $407,000, $155,000, 
and $339,000 to the retirement savings plan, respectively. 

14. Segments 

Management has chosen to organize foe Compaity around differences in products and services. In foe fiscal year ended 
June,30,2009, we introduced two new segments into foe market named Crexendo Web Services and Crexendo Network 
Services. Crexendo Â feb Services generates revenue from managing e-commerce or lead generation offerii^, web sites, 
search engine optimization/mana^ment and online piomotional needs for small, medium, and large bisinesses. Crexendo 
Network Services is currentiy in foe development stage and will market to foe data and telecommunications 
industry. StoresOnline will continue to generate revenue by offering businesses a continuum of services and technology 
providing tools and training to establish a successfol website on the Internet for entrepreneurs and small office/home office 
(SOHO) customers. 

Segment revenue and operating income (loss) was as follows (in thousands): 

Revenue: 
StoresOnline 
Crexendo Web Services 
Crexendo Network Services 

Consolidated revenue 

Operating Income(Loss): 
StoresOnline 
Crexendo Web Services 
Crexendo Network Services 
Unallocated corporate items 

Total operating loss 
Ofoer Income, net: 

StoresOnline 
Total ofoer income, net 

Incortffi (loss) before income taxes; 
StoresOnline 
Crexendo Web Services 
Crexendo Network Services 

VearEnded 
December 31, 

2010 

Six Months 
Ended 

December 31, 
2009 

Fiscal Year 
Ended 

June 30,2009 

$ 64,471 S 35,589 S 94,4U 
1,322 127 

$ 

$ 

$ 

$ 
S 

$ 

65,793 $ 

5,509 $ 
(1,827) 
(1>429) 
(8,827) 
(6,574) $ 

4,956 S 
4,956 $ 

10,465 $ 
(1,827) 
(1,429) 

35,716 $ 

5,455 S 
(904) 
(210) 

(4,864) 
(523) $ 

2,491 $ 
2,491 $ 

7,946 $ 
(904) 
(210) 

94,411 

3,682 
(253) 
(199) 

(11,109) 
(7,879) 

6,018 
6,018 

9,700 
(253) 
(199) 
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Unallocated corporate items 
Income (loss) before income lax provision 

(8,827) (4,864) (11,109) 
$ (1,618) $ 1,968 $ (1,861) 
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Crexendo Network Services is a development stage segment. Since the inception of Crexendo Network Services in 
March 2009 tiirough December 31,2010, tiiis segment has incurred $1,838,000 in expenses. 

15. Related Party 

On April 7, 2010, Steven G. Mihaylo, our Chief Executive Officer, purchased property we held for sale for $210,000, 
which represented management's best estimate offoe feir market value ofthe property. There was no gain or loss recorded on 
foe transaction. 

16. Quarterly Financial Infonnation (unaudited) 

Year ended December3l,20l0 

For the three months ended 

Revenues 
Cost ofrevenue 
Selling and marketing 
General and administrative 
Research and development 
Loss from operations 
Total ofoer income 
Income (loss) before income taxes 
Income tax benefit (provision) , 
Net income (loss) 

Basic net income (loss) per comnron share 
Diluted net income (loss) per common share 

March 31, 
2010 

ill 
$ 17,094 

5,097 
8,874 
3,466 

538 
(881) 

1,129 
248 

(125) 
$ 123 

$ 0.01 
$ 0.01 

June 30, September30, DecemberSl, 
2010 2010 

1 thousands, except per stmre data) 
$ 

.S 

$ 
$ 

17,448 $ 
5,228 
8,913 
3,634 

715 
(1,042) 
1,169 

127 
(76) 
51 $ 

0.00 $ 
0.00 $ 

14,284 $ 
4,707 
7,232 
3,295 

957 
(1,907) 
1,452 
(455) 
376 
(79) $ 

(0.01) $ 
(0.01) $ 

2010 

16,967 
6,742 
7,887 
4,202 

880 
(2,744) 
1,206 

(1,538) 
(867) 

(2.405) 

(021) 
(0.21) 
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Six months ended DecemberSl, 2009 
For the three months ended 

Revenues 
Cost ofrevenue 
Selling and inarkedng 
General and administrative 
Research and development 
Loss from operations 
Total ofoer income 
Income before income taxes 
Income tax provision 
Net income 

Basic net income per common share 
Diluted net income per common share 

Revenues 
Cost ofrevenue 
Selling and marketing 
General and administrative 
Research and development 
Income (loss) from operations 
Total ofoer income 
Income (loss) before income taxes 
hcome tax benefit (provision) 
Net income (loss) 

Basic net income (loss) per common share 
Diluted net income (loss) per common share 

September 30, 
2008 

SeptemberSO, December 31, 

(To 

$ 

$ 

$ 
$ 

2009 

thousands, exce pt pei 

17378 $ 
5,583 
7,904 
3,601 

503 
(213) 

1313 
1,100 
(382) 
718 $ 

0.06 $ 
0.06 $ 

Fiscal year ended June 30,2009 
Forthe three months ended 

December 31, 
200S 

(In thousands, exce 

I 27,266 
8367 

17,066 
4,512 

583 
(3,262) 
1,644 

$ 26,854 
9,436 

17,580 
6,267 

497 
(6,926) 
1,246 

Man:h31, 
2009 

ptpershare data) 

$ 20,921 $ 
5,802 
9,336 
4,051 

515 
1,217 
1,561 

2009 

-share data) 

18,338 
6,025 
8,487 
3,595 

541 
(310) 

1,178 
868 

(255) 
613 

0.06 
0.06 

June 30, 
2009 

• 19370 
5,533 
8,452 
3,711 

582 
1,092 
1,567 

(1,618) 
(5,881) 

(5,680) 
(4,450) 

2,778 
(1,226) 

2,659 
5,876 

(7,499) $ (10,130) $ 1,552 S 8,535 

(0.66) 
(0.66) 

(0.89) 
(0.89) 

$, 0.14 
0.14 

0.75 
0.74 

Net income (loss) per common share is computed independently f<x each oftiie quarters presented. Therefore, the 
sums of quarterly net income (loss) per common share amounts do not necessarily equal tiie total for the six monfo and twelve 
monfo periods presented due to rounding. 
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IMERGENT, INC. AND SUBSIDURIES 

Schedule H- Valuation and Qualifying Accounts 
Year Ended December 31, 2010, Six Months Ended December 31, 2009, and 

Fiscal Year Ended June 30,2009 

Year ended December 31, 2010 
Allowance for doubtfiil accounts receivable 
Deferred income tax asset valuation allowance 

Six Montiis ended December 31,2009 
Allowance for doubtful accounts receivable 
Deferred income tax asset valuation allowance 

Fiscal Year ended June 30, 2009 
Allowance for doubtfiil accounts receivable 
Deferred income tax asset valuation allowance 

Balance at 
Beginiu'r^ 
of Period 

$ 17,709 
546 

14,107 
5,670 

18,583 
__ 

Additions 

(in thousands) 

$ 19,923 
291 

17,616 
— 

24,448 
5,670 

Deductions 

$ (19,211) 
— 

(14,014) 
(5,124) 

(28,924) 
— 

BalaiKe at 
End of 
Period 

$ 18,421 
837 

17,709 
546 

14,107 
5,670 

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTIJNG AND FINANCIAL 
DISCLOSURE 

None 

ITEM 9A. CONTROLS AND PROCEDURES 

We maintain disclosure controls and procedures.foal are designed to ensure foat information required to be disclosed 
in otr Exchange Act reports is recorded, processed, surmimrized and reported wifoin tiie time periods specified in foe SEC's 
mles and forms and foat such information is accumulated and communicated to our management, including our Chief Executive 
Officer and Chief Financial Officer, as appropriate, to allow for timely decisions regarding required disclosure. In designing 
and evaluating foe disclosure controls and procedures, we recognize foat any confrols and procedures, no matter how weJl 
designed and operated, can provide only reasonable assurance of achieving foe desired control objectives, and we are required 
to apply our judgment in evaluating foe cost-benefit relationship of possible controls and procedures. 

As required by Exchai^ Act Rule 13a-l 5(b), we carried out an evaluation, under foe supervision and wifo the 
participation ofour management, including our Cfuef Executive Officer and Chief Financial Officer, offoe effectiveness oflhe 
design and operation of our disclosure confrols and procedures as offoe end offoe fiscal quarter covered by fois report. Based 
on foe foregoing, our Chief Executive Officer and Chief Financial Officer have concluded foat our disclosure controls and 
procedures were effective. 
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There has been no change in our internal confrols over financial reporting during our most recent fiscal quarter foat has 
materially affected, or is reasonably likely to n:ateriany affect, our internal controls over financial reporting. 

Management's Report on Internal Control over Financial Reportii^ 

Internal contiol over financial reporting refers to the process designed by, or under foe supervision o^ our Chief 
Executive Officer and Chief Financial Officer, and effected by our Board of Directors, management and ofoer personnel, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance wifo ^nerally accepted accounting principles, and includes foose policies and procedures 
that: 

Pertain to the maintenance of records fo^ in reasonable detail, accurately and fairly reflect the 
tiansactions and dispositions ofour assets; 

Provide reasonable assurance foat fransactions are recorded as necessary to permit preparation of financial 
statements in accordance wifo generally accepted accounting principles, and that our receipts and 
expenditures are being made only in accordance witii aufoorizations ofour management and directors; and 

Provide reasonable assurance regarding prevention or timely defection of unauthorized acquisition, use or 
disposition ofour assets foat could have a material effect on the financial statements. 

Internal confrol over financial reporting cannot provide absolute assurance of achieving financial reporting objectives 
because of its inherent limitations. Internal control over financial reporting is a process foat involves human diligence and 
compliance and is subject to lapses in judgment and breakdowns resulting from human feilures. Internal control over financial 
reporting also can be circumvented by collusion or improper management override. Because of such limitati'ons, there is a risk 
that material misstatements may not be prevented or detected on a timely basis by internal confrol over financial 
reporting. However, foese inherent limitations are known features offoe financial reporting process. Therefore, it is possible 
to desigji into foe process safeguards to reduce, foough "Ot eliminate, foe risk. Managem^t is responsible for establishing and 
maiiiaining adequate internal control over our financial reporting. 

Management has used foe framework set forfo in the report entitled "biternal Control-fritegrated Framework" published 
by the Committee of Sponsoring Organizations offoe Tl-eadway Commission to evaluate foe effectiveness of its internal control 
over financial reportii^ Management has concluded foat its internal confrol over financial reporting was effective as ofthe end 
ofthe roost recent fiscal year. 

This Annual Report does not include an attestation report ofour independent registered public accounting firm 
regardii^ internal confrol over financial reporting. Management's report was not subject to attestation by foe Company's 
independent registered public accounting firm pursuant to temporary rules ofthe Securities and Exchange Commission foat^ 
permit us to provide ortiy management's report in fois Annual Report 

The foregoing has been approved by our management, including our Chief Execuh've Officer and Chief Financial 
Officer, who have been involved wifo foe assessment and analysis ofour internal confrols over financial reporting. 

rrEM9B. OTHER INFORMATION 

None. 
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PARTin 

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 

Information wifo respect to fois item will be set forth in foe definitive proxy statemcntto be delivered to stocldiolders 
in coniKction wifo foe 2011 Annual Meeting of Stockholders (foe "Proxy Statement"). Such information is incorporated herein 
by reference. 

We have adopted a code of ethics that applies to all employees, including employees ofour subsidiaries, as well as 
each member ofour Board of Directors. The code of ethics is available at our website at www.imergentinc.com. 

We intend to satisfy any disclosure requirement under Item 5.05 of Form 8-lC regarding an amendment to, or waiver 
from, a provision offois code of efoics by posting such information on our website, at foe address specified above. 

ITEM 11. EXECUTIVE COMPENSATION 

Information wifo respect to this item will be set forth in foe Proxy Statement under foe heading "Executive 
Compensation and Ofoer Matters," and is incorporated herein by reference, 

ITEM 12. SECURITY OWNERSHIP OFCERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED 
STOCKHOLDERS MATTERS 

. Information wifo respect to fois item will be set forth In the Proxy Statement under foe beading "Beneficial Ownership 
of Shares," and is incorporated herein by reference. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE 

Information wifo respect to this item will be set forth in foe Proxy Statement under foe heading "Corporate 
Govemance" and is incorporated herein by reference. 

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES 

Infonnation wifo respect to this item will be set forfo in tiie Proxy Statement under foe headings "Fees of Independent 
Registered Public Accounting Firm" and "Pre-Approval Policies and Procedures," and is itKorporated herein by reference. 
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PART IV 

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 

Documents filed as part of this Report: 

1. Financial Statements - consolidated financial statements of iMergent, Inc. and subsidiaries as set forfo under Item 8 of this 
Report. 

2. The Financial Statement Schedule on page 83 offois Annual Report. 

3. Exhibit Index as seen below. 

EXHIBIT INDEX 

Incorporated By Reference 

ExhitatNo. E ĥilMt Description 

2.1 

3.1 
3.2 
3.3 
3.4 

.3.5 
3.6 
4.1 
4.2* 
10.1-̂  
10.2* 
10.3* 
10.5* 
10.6 

21.1 
23.1 

23.2 

31.1 

31.2 

32.1 
32.2 

Agreement and Plan of Merger dated March 10, 2000 by and among 
Netgateway, Inc., Galaxy Acquisition Corp. and 
GalaxyEnterprises, Inc. 
Certificate of hicorporation 
Certificate of Amendment to Certificate of Incorporation 
Certificate of Amendment to Certificate of Incorporation 
Amended and Restated Bylaws 
Certificate of Ownership and Merger (4) 
Articles of Merger 
Form of Common Stock Certificate 
Form of Representatives' \̂ferrant 
1998 Stock Condensation Program 
Amended and Restated 1998 Stock Option Plan for Senior ExeciriJves 
Amended and Restated 1999 Stock Cation Plan fbr Non-Executives 
2003 Equity hicentive Plan 
Lease Agreement dated as of March 18,2008 by and between 
iMergent, Inc. and Canyon Park Management Company 
Subsidiaries of iMergent, Inc. 
Consent of Independent Registered Public Accounting Firm (Deloitte 
& Touche LLP) 
Consent of hidependent Registered Public Accounting Firm (Tanner 
LLC) 
Certification Pursuant lo Rules I3a-14(a) under foe Securities 
Exchange Act of 1934 as amended 
Certification Pursuant lo Rules 13a-14(a) under foe Securities 
Exchange Act of 1934 as amended 
Certification Pursuant to 18 US.C. Section 1350 
Certification Pursuant to 18 US.C. Section 1350 

Fonn 

8-K 

S-1 
S-1 
10~K 
10-Q 
S-1/A 
S-l/A 
3 0-K 
S-1 
S-1 
10-K 
10-K 
10-K 
10-Q 

Date 

3/21/00 

6/1/99 
9/7/00 
10/15/02 
11/20/01 
11/12/99 
11/12/99 
10/15/02 
6/1/99 
6/1/99 
9/29/03 
9/29/03 
9/10/04 
5/6/08 

Number 

lO.l 

3.1 
3.1 
3.3 
32 
3.3 
3,4 
4.1 
4.1 
10.6 
10.2 
10.3 
10.11 
10.1 

medllcrewth 

X 
X 

X 

X 

X 
X 
X 

Indicates a management conduct or compensatory plan or arrangement. 
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SIGNATURES 

Pursuant to foe requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, foe re^strant has duly 
caused this report to be signed on its behalf by foe undersigned, foereunto duly aufoorized. 

IMERGENT, INC. 

Date: March 2,2011 By: /s/ SrEVEN G MlHAYLO 
Steven GMfoaylo 
Chief Executive Officer 

Pursuant to tiie requirements of foe Securities Exchange Act of 1934, tiiis report has been signed below by the 
following persons on behalfoffoe registrant and in foe capacities and on the dates indicated. 

Date: March 2, 2011 By: IsJ STEVEK G MlHAYLO 
Steven G JVfiiiaylo 
Chief Executive Officer, Chairman offoe 
Board of Directors 

Date: March 2,2011 

Date: March 2, 2011 

Date; March 2,2011 

By: /s/ JONATHAN R. ERICKSON 

Jonathan R. Erickson 
Chief Financial Officer 

By: /s/ JEFFREY T. JARVIE 

Jeffrey T. Jarvie 
Corporate Controller/Vice President of 
Finance 

By: /s/ TODD GOERGev 

Todd Goergen 
Director 

Date; March 2,2011 

Date; March 2, 2011 

Date: March 2,2011 

Date: March 2, 2011 

By: /s/ CRAIG RAUCHLE 

Craig Rauchle 
Director 

By: /s/ ROBERT KAMM 
Robert Kamm 
Director 

By: (sf DAVID WILUAMS 

David Williams 
Director 

By: /s/ANIL PUR] 

Anil Puri 
Director 
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EXHIBIT K - Documentation to support the applicant*s cash and funding sources 

See Exhibit J 



EXHIBIT L- Documentation attesting to the applicant's technical and managerial expertise relative to 
the proposed service offering (s) and proposed service area 

See attached biographical information, and 

Applicant is currently authorized in Alabama, Arkansas, California, Colorado, Delaware, District of Columbia, 
Florida, Georgia, Hawaii, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, Louisiana, Massachusetts, Michigan, 
Mississippi, Missouri, Montana, Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, New York, North 
Carolina, North Dakota, Oregon, Pennsylvania, Rhode Island, South Dakota, Texas, Utah, Vermont, Washington, 
West Virginia, Wisconsin and Wyoming to provide local exchange and/or interexchange service. Applicant is in 
the process of applying for authorization to provide competitive local exchange and interexchange services 
nationwide. Applicant has not been denied authority for any ofthe services for which it seeks authority in this 
Application. 

When it initiates service in Ohio, Crexendo proposes initially to provide resold local exchange and 
interexchange telecommunications services, and local services using the UNEs and UNE replacement, utilizing 
ILEC facilities. Although the company has no current plans to install facilities in the State of Ohio, it may do 
so in the fiiture. Initially, the local services Crexendo intends to offer are likely to be those local exchange 
telecommunications services offered by incumbent local exchange carriers in the proposed service area. 

If Crexendo installs facilities in Ohio, it will probably use the following or a similar configuration of equipment: 
Applicant will provide voice and high speed data services through a combination of the latest technology 
switching and transport media. The switching system will consist of a central processing and control complex 
capable of intercormection as a peer to the incumbent as well as competitive local exchange companies. The 
hub portion ofthe switch will interconnect with the public switched network on Signaling System 7 ("SS7") or 
Feature Group D ("FGD") facilities. The system's remote module capability will allow properties to be served 
in a manner that provides the exchange of appropriate signaling, control and calling/caller information to the 
network in accordance with network standards and specifications. Additionally, these services will be delivered 
over a combination of delivery mechanisms through incumbent local carriers* unbundled loop network, both 
copper and fiber and transport networks, as well as via Applicant constructed facilities. Applicant intends to 
provide service upon certification and finalization of interconnection agreements with the LECs. 



Steven G. Mihaylo, Chief Executive Officer and Director 
Steve was appointed as Chief Executive Officer in 20Q8, He is tiie retired chairman and chief executive officer 

of inter-Tel, Incorporated, which he founded in 1969, Steve led the Inter-Tel evolution from providing business 

telephone systems lo offering complete managed services and software that help businesses facilitate 

communication and increase customer service and productivity. Before selling Inter-Tel to Mitel for $720 
million in 2007, Steve grew the business to nearly $500 million in annual sales. 

sieve earned an honorary PhD from California State University - Fulferton and received a Bachelor of Arts in 

Business Administration in Accounting & Finance from ttie university in 1969. He has served ori boards of 

numerous community organizations including the Arizona Heart Foundation, Junior Achievement of Arizona, 

Arizona Museum of Science and Technology and the Arizona State University College of Business Dean's 

Council of 100. Committed to education, Steve is involved with the Karl Eller College of Management at the 

University of Arizona and has served on the advisory board of Junior Achievement of Central Arizona for over 

25 years, as a member of lhe board of directors ofthe Big Bear High School Education Foundation and on the 

Dean's Advisory Board of CSU-Fullerton. 

Clint Sanderson, Senior Vice President 

Mr. Sanderson joined StoresOnline in 2002 and has served as SVP and President of our StoresOnline and 

Crexendo divisions since February 2009. Since joining iiVlergenl, Sanderson has held positions of increasing 

responsibility, including Senior Vice President of Sales of our StoresOnline Division, Sales Manager and vice 

president ofoperations. Prior to joining StoresOnline, Mr. Sanderson served as director of sales for two 

enterprise software companies. Mr. Sanderson also serves on the Board of Directors of the American Lung 

Association of Utah. Mr. Sanderson received a Bachelor of Science Degree from Brigham Young University. 

David Krietzberg, Chief Administrative Officer 

Mr. Krietzberg has served as the Chief Administrative Officer since 2009. Prior to joining iMergent, Inc., 

Krietzberg held positions with Mitel Networks, Inc, Inter-Tel Technologies, Inc and Executone Information 

Systems, Inc., including Chief Financial Officer, Vice President of Finance and Treasurer. Krietzberg has 

extensive experience in operations management, strategic planning, financial management, building 

organizations and developing higl^ performance learns, Mr. Krietzberg has Doth an t^BA in finance and a BBA 

in accounting from Pace University. 



Jonathan R. Erickson, Chief Financial Officer 
Mr. Erickson has served as IMergent's Chief Financial Officer since February 2009. Prior to his that he served 

as a controller since 2006. Prior to joining iMergent Mr, Erickson held various positions of increasing 

responsibility al Deloitte S Touche LLP, which he joined in May 2003, culminating wilh the position of Audit 

Senior specializing primarily in international manufacturing operations, Mr, Ehckson received a Bachelor of 

Science degree in Accounting from Brigham Young University in 2002 and a Master of Accountancy from 

Brigham Young University in 2003, Mr. Erickson is also a certified public accountant. 

David L. Rosenvall, Chief Technology Officer 

Mr, Rosenvall was appointed as our Chief Technology Officer in February 2001, Prior thereto, he served as 

our Chief Architect from September 1999. He initially joined us in November 1998 in connection with our 
acquisition of SloresOnline,com. From September 1997 to December 1998, Mr, Rosenvall was president of 

Spartan Multimedia in Calgary, Alberta, Canada, and from January 1995 to August 1997, he was Vice-
President for Research and Development at Xentel, another Calgary company, Mr, Rosenvall holds a 

Bachelor of Science degree in Mechanical Engineering from Ihe University of Calgary and an M,B,A, from 

Brigham Young University, 

Jeffrey Korn, Chief Legal Officer 

Mr, Korn has sen/ed as Chief Legal Officer since February 2009, Prior to that he served as the General 

Counsel of iMergent since 2002, Prior to joining iMergent, Mr, Korn had a private consulting practice; before 

that, he had served as general counsel of ProsoftTraining (previously a NASDAQ company), and prior to that, 

Mr, Korn was a partner in a Jacksonville, Florida, law firm with his practice, specializing in corporate matters 

and litigation, Mr. Kom has been an advisor to private venture finms. as well as a lecturer and a college 

instructor, Mr, Korn currently serves on the board of directors of Flanders Corporation and on several 

charitable and education boards. Mr, Korn has a BA from the Slate University of New York at New Paltz and a 

JD from Stetson University College. 



EXHIBIT M - List of names, addresses, and phone 
numbers of officers and directors, or partners 

OFFICERS: Steven G. Mihaylo 
Jeff Korn 
Jonathan Erickson 
David Krietzberg 
David Rosenvall 
Clint Sanderson 

Chief Executive Officer 
Chief Legal Officer 
Chief Financial Officer 
Chief Administrative Officer 
Chief Technology Officer 
Senior Vice President 

DIRECTORS: Steven G. Mihaylo 

1615 South 52nd Street 
Tempe, Arizona 85281 
(801) 227-0004 (Phone) 



EXHIBIT N - Documentation indicating the Applicant's corporate structure and ownership 

Applicant is an Arizona Corporation 

Applicant's ownership is as follows: 

Name and percentage owned 

iMergent, Inc. 100% 



EXHIBIT O - Information regarding any similar operations in other states 

This company has not been previously certified in the State of Ohio. Crexendo is currently authorized in 
Alabama, Arkansas, California, Colorado, Delaware, District of Columbia, Florida, Georgia, Hawaii, Idaho, 
IllinoiSj Indiana, Iowa, Kansas, Kentucky, Louisiana, Massachusetts, Michigan, Mississippi, Missouri, Montana, 
Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, New York, North Carolina, North Dakota, Oregon, 
Pennsylvannia, Rhode Island, South Dakota, Texas, Utah, Vermont, Washington, West Virginia, Wisconsin and 
Wyoming to provide local exchange and/or interexchange service. Applicant is in the process of applying for 
authorization to provide local exchange and interexchange services nationwide. Applicant has not been denied 
authority for any ofthe services for which it seeks authority in this Application. 



EXHIBIT P - Verification that the applicant will maintain local 
telephony records separate and apart from any other accounting records in accordance with the GAAP 

The company may use its own numbering scheme for its books, provided that a translation matrix is maintained 
that maps the local exchange operations only between this nimibering system and the USOA accounts. The 
purpose of the matrix is to allow a conversion from the company's chosen account numbering scheme and 
descriptions for the local exchange operations into USOA account numbers; and 

The translation matrix shall be made available for the Commission staffs review upon request; and 

All filings with the Commission that require submission of financial information specific to local exchange 
operations, such as the Commission's Annual Report, shall utilize the translation matrix and be provided in the 
USOA format. To the extent the treatment under the USOA of a particular transaction or event differs from the 
treatment the company would otherwise apply tmder generally accepted accounting principles, the financial 
information filed with the Commission shall reflect the USOA prescribed treatment of this item. The company 
shall use subsidiary records, if needed, to substantiate differences between USOA-prescribed accounfing and 
generally accepted accounting principles. 



Crexendo Business Solutions, Inc. 

Verification of Maintain ing Local Telephony Records 

I, Jeff Korn, Chief Legal Officer, of Crexendo Business Solutions, Inc., an Arizona Corporation, verity 

that Crexendo Business Solutions, Inc. will comply with maintaining local telephony records separate and apart 

from any other accounting records in accordance with the GAAP. 

Crexendo Business Soluti 

I, Chief Ubgal Officer 
l6l|'South 52nd Street 

Ternpe, Arizona 85281 
Telephone: (801) 227-0004 
Facsimile: (801) 426-6712 

r 
Dated: -.,> 

;/ 'uM 



EXHIBIT Q - Verification of compliance with any affiliate transaction requirements 



Crexendo Business Solutions, Inc. 

Verification of Affiliate Transaction Requirements 

1. .leff Korn. Chief Legal Officer, of Crexendo Business Solutions, Inc., a Arizona Corporation, verify 

that Crexendo Business Solutions, Inc. will comply with all Affiliate Transacfion Requirements set forth in 

O.A.C. 1901:l-6-10(D)(3), adopted pursuant to PUCO Case No. 06-1345-TP-ORD. 

Crexendo Business Solutions, Inc. 

inKM/(fW\tfLQgd Officj 
^ S^th 52nd Strei 

;mpe, Arizona 85281 
Telephone: (801) 227-0004 
Facsimile: (801) 426-6712 

Dated: 
• . . ^ • • ^ -



EXHIBIT R ~ Explanation as to which service areas company currently has an approved interconnection 
or resale agreement 

The company has begun negotiations for an interconnection or resale agreement. 



EXHIBIT S - A notarized affidavit accompanied by bona fide letters requesting negotiation pursuant to 
Sections 251 and 252 ofthe Telecommunications Act of 1996 and a proposed timeline for construction, 

interconnection and offering of services to end users 



AFFIDAVIT OF APPLICANT 

State of Tempe ) 

County ot Aftznna ) 
ss: 

I, Jeff Korn, being duly sworn, do hereby affirm that Crexendo Business Solutions, Inc, has entered into 
negotiations with AT&T Ohio. 

k. 
reflF^ftrni Chief Legal Offiter 
CtKxehdo Business Solutions, Inc. 

Subscribed and sworn to before me this day of. .2011. 

-MA\:i7KV-'t V I ' l l ' t̂ 

My commission expires: 
Notary Pilblic 

.aI^.^j.fU^ 

STACY FERNELlUSALLREDl 

NOWftYPWUC-SMTE OF UWH 

COMMISSION* 600318 

COMM.EXR0»^&^14 



AT&T Wholesale 
311 S. Akard, 9>fi Floor 
Dallas, TX 75202 
Fax &00 4044548 

May 26,2011 

Jeff Korn 
Chief Legal Officer 
Crexendo Business Solutions, Inc. 
1615 South 52"'̂  Street 
Tempe, AZ 85251 

Re: Crexendo Business Solutions, Inc.'s, Request to Negotiate 

Dear Mr, Korn: 

On May 20, 2011, AT&T received your letter of this same date, via facsimile, in which Crexendo Business 
Solutions, Inc. {"Crexendo") requested commencement of negotiations in compliance with our mutual good faith 
obligations under the Telecommunications Act of 1996. Your letter states that Crexendo desires an Interconnection 
Agreement in the State(s) of Arkansas, Michigan, and Ohio. 

Please note that AT&T offers a separate Transit Traffic Service Agreement that is not a part of the Section 251/252 
agreement or negotiations process. Negotiations for transiting rates, terms and conditions between AT&T and 
Crexendo should take place independently of 251/252 negotiation and arbitration process. 

Enclosed for your consideration are two copies of our Nondisclosure Agreement which covers those items that are 
not subject to Sections 251, 252, 271, and/or any state law counterpart; or are not subject to any other provision of 
the Communications Act of 1934, as amended ("Act"). Please sign both documents and return one original to me. 

Thank you for including a copy of Crexendo's certification in the States of Arkansas and Michigan, its registration 
with the Secretary of State's office in Ohio and Michigan, and documentation of its ACNA. 

In order to ensure that AT&T prepares the Interconnection Agreement accurately, please provide the following 
items: 

(1) Certification as a CLEC for Ohio. 

(2) Registration with the Secretary of State's office In the State of Arkansas, showing its type of entity and company 
name. Please ensure that the name on state certification, and the name registered with secretary of state's office 
are the same. Unfortunately, if they do not match AT&T will not be able to execute the Agreement. 

(3) Documentation from NECA showing your company's Operating Company Number{s) (OCN). OCNs are also 
known as company codes and AECNs (Alternate Exchange Carfier Numbers) and are company identifiers 
assigned by the National Exchange Carrier Association (NECA). In accordance with the industry standards as 
defined by NECA, AT&T requires Competitive Local Exchange Carriers (CLECs) wishing to conduct business in 
any of the AT&T-owned ILEC territories to establish separate Operating Company Numbers (OCNs) for Resale 
and/or Facility-Based OCNs prior to provisioning services under a Resale or Interconnection Agreement (ICA) 
entered Into with AT&T or any AT&T-Owned ILEC. You may contact NECA at the following address or website to 
obtain an OCN. 

80 South Jefferson Road 
Whippany,NJ 07981-1009 
(800) 228-8597 
Fax: (973) 884-8469 
httpf/www.neca.orQ/soufce/NECA BusinessSo/uf/ons 4452.asp 

(4) In addition, please complete the enclosed Confidential Credit Application and fax It to (678) 966-2863. 

http://www.neca.orQ/soufce/NECA


Please note that in responding to your request for negotiations under Sections 251/252 of the Act and providing any 
proposed contract terms In connection with this response or in our upcoming 251/252 negotiations, AT&T does not 
waive, but Instead expressly reserves, all of Its rights, remedies, and arguments. Accordingly, AT&T reserves the 
right to withdraw, revise or otherwise modify its proposed provisions prior to the provisions being incorporated into 
an approved and effective interconnection agreement between the Parties. 

Eric Peterson is the AT&T Lead Negotiator for Crexendo. He can be reached at 214-858-0716. Please address any 
questions or concerns you may have to Mr. Peterson. 

AT&T looks forward to working with you to meet your business needs. 

Siffl^rely. 

Bockeiman 
irector 

Enclosures 



cc: Eric Peterson 
Sandra CettI 
Ann Frye 
Larry Thaxton 
Paul Wilbanks 



EXHIBIT T - Explanation of whether applicant intends to provide Local Services which require 
payment in advance of Customer receiving dial tone 

Applicant does not intend to provide Local Services which require payment in advance of Customer receiving 
dial tone. 



EXHIBIT U - Tariff sheet(s) listing the services and associated charges that must be paid prior to 
customer receiving dial tone (if applicable) 

Not Applicable 



EXHIBIT V - A sample copy of the customer bill and 
Disconnection notice the applicant plans to utilize 

See Attached 



Sample Bill 

Customer: [Insert Customer's Name] 
Address: [Insert Address] 

Account No,: [Insert account number or phone number] 
Billing Date Billing Period Date Due 

CREXENDO BUSINESS SOLUTIONS, INC. 
1615 South 52nd Street 
Tempe, Arizona 85281 
FOR BILLING INQUIRIES: 1-XXX-XXX-XXXX 
FOR SERVICE INQUIRIES: 1-XXX-XXX-XXXX 
www.crexendo.com 

Description 
Current Month's Charges 
Credits applied to account: 
Unpaid charges from previous bill: 
Late payments: 
Charges for regulated competitive service: 
Non-Recurring, fractional or nonbasic service 
charges: 
Charges for nonregulated services or products: 
Taxes and surcharges: [include summary] 
9-1-1 charges: 
An itemization of local and/or toll charges is 
attached. 

Rate Quantity Amount 

Total Due $ 

Please remit this bill via U.S, Mail to the address listed on this invoice. 

If your complaint is not resolved after you have called (name ofthe utility), or for general utility information, 
residential and business customers may contact the Public Utilifies Commission of Ohio for assistance at 1-800-
686-7826 (toll free) or for TTY at 1-800-686-1570 (toll fi-ee) from 8:00 a.m. to 5:00 p.m. weekdays, or at 
www.puco.ohio.gov. 

Residential customers may also contact the Ohio Consumers' Counsel for assistance with complaints and utility 
issues at 1-877-742-5622 (toll firee) from 8:00 a.m. to 5:00 p.m. weekdays, or at www.pickoccorg. 

http://www.crexendo.com
http://www.puco.ohio.gov
http://www.pickoccorg


ITEMIZATION OF CHARGES 

Itemization of local service charges: 

• Toll charge per call -

Itemization of toll service charges: 

Date and time 
of placement 

Destination 
(City, State) 

Telephone 
Number 
Called 

Total Charge 
per call (e.g., 
day, night / 
weekend, 
calling card) 

Duration of 
Call 

Total Toll 
Charges 



R E S I D E N T I A L D I S C O N N E C T I O N N O T I C E 

Crexendo Business Solutions, Inc. June 29, 2011 

Customer Name Account Number: xxxxxxxx 
Address 1 Amount Past Due - to avoid disconnection: Sxxxx.xx 
Address 2 Minimum Amount Due - to maintain service: Sxxxx.xx 
City, State, Zip 

This will serve as notice that Crexendo Business Solutions, Inc. intends to disconnect your long distance 
telephone service. Crexendo Business Solutions, Inc. has decided to take this action, because it has not received 
payment for services since [insert date]. The total amount past due is [Insert amount]. Failure to pay the amount 
required at the company's office or to one of its authorized agents by [insert date] may result in the 
disconnection of toll services. Payments to an unauthorized payment agent may result in the untimely or 
improper crediting of your account. 

The reasons for disconnection of service are [insert reasons]. In order to avoid the disconnection, the subscriber 
must take the following acfion [insert action taken and amount of payment to be made which is not greater than 
past due balance, not including nonregulated services]. The earliest date when disconnection will occur is 
[insert date], A reconnection fee may apply. 

Please note that the total amount due for toll charges is [insert figure]. [If applicable - The total amount due for 
nonregulated charges is [insert figure]. However, nonpayment of nonregulated charges cannot result in the 
disconnection of local service or regulated toll service.] 

If you wish to contact Crexendo Business Solutions, Inc. to discuss your account, please call or send all 
correspondence to: 

Patricia Creviston, Customer Support Manager 
Crexendo Business Solutions, Inc. 
1615 South 52nd Street Phone: (801) 234-5988 
Tempe, Arizona 85281 Hours: 8:00 a.m. to 5:00 p.m. EST 

If you have a complaint in regard to this disconnection notice that cannot be resolved after you have called 
Crexendo Business Solutions, Inc., or for general utility information, residential and business customers may 
contact the Public Utilities Commission of Ohio for assistance at 1-800-686-7826 (toll fi-ee) or for TTY at 1-
800-686-1570 (toll fi:ee) fi-om 8:00 a.m. to 5:00 p.m. weekdays, or at www.puco.ohio.gov. 

Residential customers may also contact the Ohio Consumers' Counsel for assistance with complaints and 
utility issues at 1 -877-742-5622 (toll free) from 8:00 a.m. to 5:00 p.m. weekdays, or at www.pickoccorg. 

http://www.puco.ohio.gov
http://www.pickoccorg


NON-RESIDENTIAL DISCONNECTION NOTICE 

Crexendo Business Solutions, Inc. June 29, 2011 

Customer Name Account Number: xxxxxxxx 
Address 1 Amount Past Due - to avoid disconnection: Sxxxx.xx 
Address 2 Minimum Amount Due - to maintain service: Sxxxx.xx 
City, State, Zip 

This will ser\'e as notice that Crexendo Business Solutions, Inc. intends to disconnect your long distance 
telephone service. Crexendo Business Solutions, Inc has decided to take this action, because it has not received 
payment for services since [insert date]. The total amount past due is [insert amount]. Failure to pay the amount 
required at the company's office or to one of its authorized agents by [insert date] may resuh in the 
disconnection of toll services. Payments to an unauthorized payment agent may result in the untimely or 
improper crediting of your account. 

The reasons for disconnection of service are [insert reasons]. In order to avoid the disconnection, the subscriber 
must take the following action [insert action taken and amount of payment to be made which is not greater than 
past due balance, not including nonregulated services]. The earliest date when disconnection will occur is 
[insert date], A reconnection fee may apply. 

Please note that the total amount due for toll charges is [insert figure]. [If applicable - The total amount due for 
nonregulated charges is [insert figure]. However, nonpayment of nonregulated charges cannot result in the 
disconnection of local service or regulated toll service.] 

If you wish to contact Crexendo Business Solutions, Inc, to discuss your account, please call or send all 
correspondence to: 

Patricia Creviston, Customer Support Manager 
Crexendo Business Solutions, Inc. 
1615 South 52nd Street Phone: (801) 234-5988 
Tempe, Arizona 85281 Hours: 8:00 a.m. to 5:00 p.m. EST 

If you have a complaint in regard to this disconnection notice that cannot be resolved after you have called 
Crexendo Business Solutions, Inc., or for general utility information, residential and business customers may 
contact the Public Utilities Commission of Ohio for assistance at 1-800-686-7826 (toll free) or for TTY at 1-
800-686-1570 (toll free) from 8:00 a.m. to 5:00 p.m. weekdays, or at www.puco.ohio.gov. 

http://www.puco.ohio.gov


EXHIBIT W - Provide a copy of any customer application form 
required in order to establish residential service, if applicable 



Crexendo Business Solutions, Inc. 
1615 South 52nd Street 

Tempe, Arizona 85281 
Letter of Agency & Service Agreement 

-or each of the telephone numbers listed herein, I appoint Crexendo Business Solutions, Inc., to act as my agent In order to 
effectuate the collection of account information and/or carry out the changes authorized herein on my behalf I understand that I 
nay select a separate IntraLATA toll carrier and InterLATA carrier for any one telephone number 

hereby authorize the change of my communications cDmpany(s) from that/those, v '̂hich 1 am currently using, to Crexendo 
business Solutions, Inc. for each of the service types I have designated below. 

I understand that by signing this letter of agency my signature shall unblock my carrier of choice service protection to make the 
:hange in long distance service possible. I also understand that I may incur a fee to switch my telephone service to Crexendo 
3us(iness Solutions, Inc.r i further understand that I may designate only one carrier per service for any one telephone number, 
jnd therefore revoke any previous appointments or selections concerning that telephone numbers listed below, 

^lease designate the telecommunications services for the telephone numbers listed below by marking the appropriate boxes: 

INTERLATA / INTERSTATE / INTERNATIONAL • 

INTRALATA I I 
..oca! Exchange Services Onlv 
authorize disclosure to Crexendo Business Solutions, Inc. of my account information, including my account billing name, billing address, 

Jirectory listing, service address, and my customer proprietary network information, including service and feature subscription, long distance 
carrier identity, and pending service order activity. Please designate the telecommunications services for the telephone numbers listed below 
)y marking the appropriate boxes: 

LOCAL EXCHANGE SERVICES • 

This agreement will remain in effect until revoked in writing by the customer or Crexendo 
Business Solutions, Inc. 

1 select Crexendo Business Solutions, Inc. to provide the communications service types indicated for each of the telephone 
numbers listed herein. (List all telephone numbers, including any toll-free numbers) 

Name 

Address 

City State _Zip. 

Contact Phone 

Your signature acknowledges that you understand and accept the terms and conditions of this L.O. A. and that YOU ARE 
DULY AUTHORIZED TO MAKE THE CHANGES(S) INDICATED BY EXECUTING THIS L.O.A 

Signature 
Printed Name 

Title 
Date 

Customer Acceptance Crexendo Business Solutions, Inc. 



EXHIBIT X- Eor CLECs, List of Ohio ILEC Exchanges the applicant intends to serve (Use spreadsheet 
from: http://www.puc.state.oh.us/Duco/forms/form.cfmVdoc id=357) 

Registrant intends to provide interexchange service on a statewide basis and local service in the attached list of 
Local Ohio exchanges: 

http://www.puc.state.oh.us/Duco/forms/form.cfmVdoc


Company Name: 
dba: 

Certificate Number: 

Crexendo Business Solutions, Inc, Select Only A T&T Ohio 

Designate Proposed Market Area (PMA) by puttirig an "X" in appropriate boxes 

ILEC 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 

COUNTY 
ADAMS 
ATHENS 
BELMONT 
BELMONT 
BELMONT 
BELMONT 
BELMONT 
BELMONT 
BROWN 
BROWN 
BUTLER 
BUTLER 
BUTLER 
CHAMPAIGN 
CLARK 
CLARK 
CLARK 
CLARK 
CLARK 
CLARK 
CLARK 
CLARK 
CLARK 
CLARK 
COLUMBIANA 
COLUMBIANA 
COLUMBIANA 
COLUMBIANA 
COLUMBIANA 
COLUMBIANA 
COLUMBIANA 
COLUMBIANA 
COLUMBIANA 
COLUMBIANA 
COSHOCTON 
COSHOCTON 
COSHOCTON 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 

EX6HAM6E 
Winchester 
Nelsonville 
Barnesville 
Bellaire 
Bethesda 
Martins Ferry-Bridgeport 
Somerton 
St Clairsville 
Aberdeen 
Ripley 
Middletown 
Monroe 
Trenton 
Christiansburg 
Donnelsville 
Enon 
Medway 
New Cariisle 
North Hampton 
PItchin 
South Charleston 
South Vienna 
Springfield 
Tremont City 
Columbiana 
East Liverpool 
East Palestine 
Leetonia 
Lisbon 
New Waterford 
Rogers 
Salem 
Salineville 
Wellsvllle 
Conesville 
Coshocton 
West Lafayette 
Bedford 
Berea 
Brecksvllle 
Chagrin Falls 
Cleveland 
Gates Mills 
Hillcrest 
Independence 

PMA 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 



AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 

CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
CUYAHOGA 
ERIE 
ERIE 
ERIE 
FAIRFIELD 
FAIRFIELD 
FAIRFIELD 
FAIRFIELD 
FAYETTE 
FAYETTE 
FAYETTE 
FAYETTE 
FRANKUN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
FRANKLIN 
GALLIA 
GALLIA 
GALLIA 
GALLIA 
GALLIA 
GALLIA 
GEAUGA 
GEAUGA 
GREENE 
GREENE 
GREENE 
GREENE 
GREENE 
GREENE 
GREENE 
GREENE 
GREENE 
HANCOCK 
HIGHLAND 
HIGHLAND 

Montrose [CUY] 
North Royalton 
Olmsted Falls 
Strongsville 
Terrace 
Trinity 
Victory 
Bloomingville 
Castalia 
Sandusky 
Carroll 
Lancaster 
Rushville 
Sugar Grove 
Bloomingburg 
Jefferson vi He 
Milledgeville 
Washington Court House 
Alton 
Canal Winchester 
Columbus 
Dublin 
Gahanna 
Grove City 
Groveport 
Harrisburg 
Hilliard 
Lockbourne 
New Albany 
Reynoldsburg 
Westerville 
Worthington 
Cheshire 
Galllpolls 
Guyan 
Rio Grande 
Vinton 
Walnut 
Burton 
Chesterland 
Beavercreek 
Bellbrook 
Bowersville 
Cedarvllle 
Fairborn 
Jamestown 
Spring Valley 
Xenia 
Yellow Springs-Clifton 
Findlay 
Belfast 
Danville [HIG] 



AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T OhJo 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 

HIGHLAND 
HIGHLAND 
HIGHLAND 
HIGHLAND 
HOCKING 
JEFFERSON 
JEFFERSON 
JEFFERSON 
LAKE 
LAKE 
LAKE 
LAKE 
LAKE 
LAWRENCE 
LAWRENCE 
LUCAS 
LUCAS 
LUCAS 
LUCAS 
MADISON 
MADISON 
MADISON 
MADISON 
MAHONING 
MAHONING 
MAHONING 
MAHONING 
MAHONING 
MAHONING 
MIAMI 
MIAMI 
MONROE 
MONROE 
MONROE 
MONROE 
MONROE 
MONROE 
MONTGOMERY 
MONTGOMERY 
MONTGOMERY 
MONTGOMERY 
MUSKINGUM 
MUSKINGUM 
MUSKINGUM 
MUSKINGUM 
MUSKINGUM 
PERRY 
PERRY 
PERRY 
PERRY 
PERRY 
PERRY 

Hillsboro 
Marshall 
Rainsboro 
Sugar Tree Ridge 
Murray City 
Mingo Junction 
Steubenville 
Toronto 
Leroy 
Mentor 
Painesville 
Wickliffe 
Wlloughby 
Arabia 
1 ronton 
Holland 
Maumee 
Toledo 
Whitehouse 
London 
Sedalia 
South Solon 
West Jefferson 
Canfield 
Lowellville 
North Jackson 
North Lima 
Sebring 
Youngstown 
Fletcher-Lena 
Piqua 
Beallsvllle 
Clarington 
Duffy 
Graysvllle 
Lewisville 
Woodsfield 
Centerville [MOT] 
Dayton 
Miamisburg-W.Carrollton 
Vandalia 
Dresden 
Fultonham 
Norwich 
Philo 
Zanesville 
Corning 
Glenford 
New Lexington 
Roseville 
Shawnee 
Somerset 



AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
AT&T Ohio 
X 

PERRY 
PICKAWAY 
PORTAGE 
PORTAGE 
PORTAGE 
PORTAGE 
PORTAGE 
PORTAGE 
SANDUSKY 
SANDUSKY 
SENECA 
SENECA 
SENECA 
STARK 
STARK 
STARK 
STARK 
STARK 
STARK 
STARK 
STARK 
STARK 
STARK 
STARK 
SUMMIT 
SUMMIT 
SUMMIT 
TRUMBULL 
TRUMBULL 
TRUMBULL 
TRUMBULL 
TRUMBULL 
TUSCARAWAS 
TUSCARAWAS 
TUSCARAWAS 
WARREN 
WASHINGTON 
WASHINGTON 
WASHINGTON 
WASHINGTON 
WAYNE 
WOOD 
WYANDOT 

Thornville 
New Holland 
Atwater 
Kent 
Mantua 
Mogadore 
Ravenna 
Rootstown 
Fremont 
Lindsey 
Fostoria 
New Riegel 
Tiffin 
Alliance 
Canal Fulton 
Canton 
Hartville 
Louisville 
Magnolia-Waynesburg 
Marlboro 
Massillon 
Navarre 
North Canton 
Unlontown 
Akron 
Greens burg 
Manchester [SUM] 
Girard 
Hubbard 
Kirtland 
Niles 
Sharon 
Gnadenhutten 
Newcomerstown 
Uhrichsvllle 
Franklin 
Belpre 
Marietta 
New Matamoras 
Newport 
Dalton 
Perrysburg 
Upper Sandusky 



EXHIBIT Y- If Mirroring the entire ILEC exchanges for both serving area and local calling areas, 
tariffs may incorporate by reference. If not mirroring the entire ILEC serving and/or local 
calling areas, the CLEC shall specifically define their service and local calling areas in the 

tariff. 

Exchange areas offered by the Company can be found on the Company's website at www.crexendo.com. 

http://www.crexendo.com


EXHIBIT Z - WELCOME LETTER 



Crexendo Business Solutions, Inc. 

Confirmation of Services Ordered 

BAN; xxxxxxxxx Service Order Number: xxxxxx 
Telephone Number: xxx-xxx-xxxx Invoice Date: xx/xx/xx 
Purchase Order: 

[Date of letter] 

Dear Customer, 

We recently processed an order to either: (1) set up your new Crexendo Business Solutions, Inc. account, or (2) add or 
remove services from your existing Crexendo Business Solutions, Inc. Service account. As confirmation of your 
recent order, you will find your new list of services on the following page. Please review this information for accuracy. If 
you believe that this does not accurately reflect the service(s) you ordered, you should contact us immediately or no later 
than thirty days from the date of this letter, at our Customer Contact Center: 

1-800-XXX-4099 (Residential customers) 
1-800-XXX-4102 (Business customers) 
I-800-XXX-1410 (High-Speed Intemet customers) 
1-888-XXX-73I3 (Dial-Up Internet customers) 
Customer Service Hours are Monday-Friday 8am-5pm 

If you prefer to send your correspondence by mail, please write lo: 

Crexendo Business Solutions, Inc. 
Attn: Customer Service 
1615 South S2nd Street 
Tempe, Arizona 85281 

You can also send us your questions via email by visiting our website at; www.crexendo.com 

If you have a complaint that is not resolved after you have called our contact center, or for general utility information, 
residential and business customers may call the Public Utilities Commission of Ohio (PUCO) toll free at 1-800-686-7826 
or for TTY at 1-800-686-1570 from 8:00 a.m. to 5:00 p.m. weekdays, or visit www.puco.ohio.gov. 

Residential customers may also contact the Ohio Consumers' Counsel for assistance with complaints and utihty issues at 
1-877-742-5622 (toll free) Irom 8:00 a.m. to 5:00 p.m. weekdays, or visit www.pickoccorg. 

Thank you for choosing Crexendo Business Solutions, Inc. as your telecommunications provider! 

http://www.crexendo.com
http://www.puco.ohio.gov
http://www.pickoccorg


XXXX<Account Name> XXXXXXXXX 
XXXX<Account Address>XX XXXXXX 
XXXXXXXXXXXXXXXXXXXXXXXXX 
XXXXXXXXXXXXXXXXXXXXXXXXX 
XXXXXXXXXXXXXXXXXXXXXXXXX 

THIS IS NOT A BILL. PLEASE DO NOT PAY. 

Description 
1 Pty Residence Line 
Call Waiting - Residence 
Caller ID Number/Name-Res 
Local Number Portability 
Non-Published Number 
Subscriber Line Charge- Inter 
Touchtone-Res 
E911 
Total Monthly Chaises * 

Ouantitv 
1 

Rate 
XXXX 
XXXX 
XXXX 
XXXX 
XXXX 
XXXX 
XXXX 
XXXX 
XXXX 

Secondary Service Order Charge Res 

Total One-time Charges 
Installation Installment 

XXXX 

XXXX 

*Total Monthly Charges does may not include applicable taxes and surcharges for your area, which may be state, federal 
and local taxes in the range 5-7%. 


