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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2005

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

Commission File Number 000-25269

VERTICALNET, INC.
(Exact name of registrant as specified in its charter)

Pennsylvania 23-2815834
(State or other jurisdiction of

incorporation or organization)
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Identification No.)

400 CHESTER FIELD PARKWAY
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(Address of principal executive offices) (Zip Code)
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Securities registered pursuant to Section 12(b) of the Act: NONE
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Securities registered pursuant to Section 12(g) of the Act:

Common Stock, par value $.01 per share

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  ¨    No  x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the 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  x    No    ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.    ¨

Indicate by checkmark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer� and �large accelerated filer� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer  ¨ Accelerated filer  ¨ Non-accelerated filer  x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  x

As of June 30, 2005 (the last day of our most recently completed second quarter), the aggregate market value of the common stock held by
non-affiliates of the registrant was $27,925,568. Such aggregate market value was computed by reference to the closing sale price per share of $
0.70 as reported on The Nasdaq Capital Market on such date. For purposes of making this calculation only, the registrant has defined affiliates as
including all officers, directors, and beneficial owners of more than five percent of the common stock of the registrant. In making such
calculation, the registrant is not making a determination of the affiliate or non-affiliate status of any holders of shares of the registrant�s common
stock.

The number of shares outstanding of the registrant�s common stock as of March 1, 2006 was 51,508,660 (includes 668,803 shares subject to an
escrow agreement in connection with a recent acquisition).

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant�s definitive proxy statement relating to the 2006 annual meeting of stockholders are incorporated by reference in Part III
of this Form 10-K.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

The information in this report contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.
Any statements contained in this report that are not statements of historical fact may be deemed forward-looking statements. Words such as
�may,� �might,� �will,� �would,� �should,� �could,� �project,� �estimate,� �pro forma,� �predict,� �potential,� �strategy,�
�anticipate,� �plan to,� �believe,� �continue,� �intend,� �expect,� and words of similar expression (including the negative of any of the
foregoing) are intended to identify forward-looking statements. Additionally, forward-looking statements in this report include statements
relating to the design, development, and implementation of our products; the strategies underlying our business objectives; the benefits to our
customers, and their trading partners, of our products; our liquidity and capital resources; and the impact of our acquisitions and investments
on our business, financial condition, and operating results.

Our forward-looking statements are not meant to predict future events or circumstances and may not be realized because they are based upon
current expectations that involve risks and uncertainties. Actual results and the timing of certain events may differ materially from those
currently expected as a result of these risks and uncertainties. Factors that may cause or contribute to a difference between the expected or
desired results and actual results include, but are not limited to, the availability of and terms of equity and debt financing to fund our business;
our reliance on the development of our enterprise software business; our ability to continue to remain listed on the Nasdaq Capital Market;
competition in our target markets; economic conditions in general and in our specific target markets; our ability to use and protect our
intellectual property; and our ability to attract and retain qualified personnel, as well as the risks discussed in Item 1A of this report entitled
�Risk Factors.� Given these uncertainties, investors are cautioned not to place undue reliance on our forward-looking statements. We disclaim
any obligation to update these factors or to announce publicly the results of any revisions to any of the forward-looking statements contained in
this report to reflect future events or developments.

ii
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PART I

Item 1. Business

Description of Company

Verticalnet, Inc., which was incorporated on July 28, 1995 under the laws of Pennsylvania, is referred to throughout this report as �Verticalnet,�
the �Company,� the �registrant,� �we,� �us,� or through similar expressions.

We are a provider of On-Demand Supply Management solutions to companies ranging in size from mid-market to the Global 2000. We provide
a full scope of Supply Management software, services, and domain expertise in areas that include: Program Management, Spend Analysis,
eSourcing, Contract Management, and Supplier Performance Management. Our solutions provide our clients with the visibility, insight and
control required to identify, realize, and sustain value from supply management initiatives.

Historically, we derived our revenue primarily from the licensing of our software, as well as implementation and development services. As a
result of the January 2004 acquisition of Tigris Corp (�Tigris�), we also generate revenues from spend analysis and other supply chain consulting
services and as a result of the July 2004 acquisition of B2eMarkets, Inc. (�B2eMarkets�), we have seen an increase in the amount of our revenues
from the licensing of our software products and maintenance of those products. In July 2005, we acquired Digital Union Limited (�Digital
Union�), a leading provider of eSourcing and eProcurement software based in the United Kingdom, and as a result we expect to see an increase in
the proportion of our revenues from software and software related revenues. We also anticipate seeing an increase in the proportion of our
software revenue coming from our subscription-based on-demand offering. See �Management�s Discussion and Analysis of Financial Condition
and Results of Operations�Company Overview� for a discussion of the significant changes in our business in 2005.

Competitive Advantage

We believe our solutions are differentiated by the breadth of our Supply Management offering, our �on-demand� delivery model, the depth of our
consulting and services expertise and our category specific strategic advanced sourcing solutions.

Supply Management Suite�We believe that we offer a complete suite of supply management solutions to help our customers to automate the full
lifecycle of the strategic sourcing process�from opportunity identification, through supplier negotiation, contract management, performance
management, and compliance measurement.

On-Demand�We believe that we deliver the broadest suite of supply management solutions �on-demand.� Verticalnet On-Demand enables
companies to achieve and sustain lower total cost of ownership by enabling them to access Verticalnet XE applications over the Internet with no
software installation required. We believe that Verticalnet On-Demand significantly reduces the risk associated with implementing a strategic
supply management solution as well as delivers the fastest results with the lowest total cost of ownership. With Verticalnet On-Demand, there is
no software to install, maintain, and support and no prohibitive up-front costs. Verticalnet manages all of the infrastructure management and
support services, including buyer and supplier enablement.

Services�We offer a services approach across all of our solutions for companies that are looking for business process improvement or assistance
with complex data problems. Our services teams have focused skill sets and experience which enable them to address highly complex client
sourcing needs. We believe our service capabilities are an advantage versus most of our software-focused competitors.

1
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Category Solutions�We believe that Verticalnet�s category-specific Strategic Sourcing solutions are unique amongst other supply management
competitors. Category Solutions, a combination of technology and consulting services, are tailored towards specific categories, such as
transportation, packaging, industrial maintenance, repair, and operations (�MRO�), and commercial printing. We believe that this offering provides
significant differentiation versus our traditional competitors and often provides a solution to sell to companies that may have already purchased
software from a competitor.

Our Solutions

Our solutions consist of a tailored mix of software, services, and process expertise designed to meet the specific needs of our customers. Supply
Management encompasses the lifecycle of strategic sourcing and procurement. Our Verticalnet XE suite of software solutions consist of five
modules: Program Manager, Spend Manager, Negotiation Manager, Contract Manager, and Performance Manager. Our software is licensed by
module, with our customers selecting the modules that are appropriate for their business. Additionally we offer technology enabled,
category-specific Strategic Sourcing services, as well as on-demand services.

Software

Verticalnet delivers an end-to-end on-demand supply management suite that enables sourcing and procurement organizations to balance price,
performance, and risk to achieve a lower total cost of ownership. The following five modules that comprise our Verticalnet XE suite of software
solutions are available on-demand as well as in an independent or integrated offering.

� Verticalnet Program Manager facilitates the rollout of re-usable program and process management to ensure that strategic sourcing
processes are applied across the supply management lifecycle.

� Verticalnet Spend Manager provides a fast, intelligent, repeatable, and straightforward solution to analyze spending patterns to
monitor compliance and identify sourcing opportunities.

� Verticalnet Negotiation Manager offers comprehensive solutions for creating, collaborating, publishing, negotiating, and analyzing
auctions, requests for proposal and/or requests for quote.

� Verticalnet Contract Manager provides the tracking, management, and negotiation capabilities necessary to negotiate and provide
enterprise-wide access to contracts.

� Verticalnet Performance Manager provides effective management of performance and compliance, and then the ability to immediately
remedy problem areas.

Verticalnet Category Solutions

Verticalnet Category Solutions combine Verticalnet technology, services, and category expertise to enable companies to drive additional value
from strategic, complex categories. Verticalnet Category Solutions include:

� Transportation

� Packaging
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� Industrial MRO

� Commercial printing
On-Demand Services

Verticalnet On-Demand enables companies to rapidly achieve and sustain lower total cost of ownership by enabling them to access Verticalnet
XE applications over the Internet with no software installation required. We believe that Verticalnet On-Demand significantly reduces the risk
associated with implementing a strategic

2
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supply management solution. With Verticalnet On-Demand, there is no software to install, maintain, and support and no prohibitive up-front
costs. Verticalnet manages all of the infrastructure management and support services, including buyer and supplier enablement. Verticalnet�s
on-demand services include:

� Community Support

� Event support

� Proxy bidding

� Trading floor management

� Application usage support

� Infrastructure Management

� Application hosting

� Hardware and software management

� Application performance management

� Education and Training
Consulting

Verticalnet�s consulting organization has completed hundreds of supply management consulting engagements with Global 2000 enterprises and
mid-market companies. Our consultants have particular expertise at managing large volumes of customer data to perform spending analysis and
complete strategic sourcing engagements for large, complex purchasing categories such as packaging, transportation, maintenance, repair and
operational, services, and printed materials.

Our consultants have also performed many supply chain optimization consulting engagements for large clients. Our consulting organization
consists of 34 consultants based out of our Guildford (UK), New York, Chicago, and Malvern offices. Our consulting personnel possess both
real world experience and strong academic backgrounds in the fields of engineering, operations research, and computer science which enable
them to deliver rigorous data-driven approaches for solving complex sourcing problems.

Our consultants also help customers plan, implement, and manage our software products so that they achieve their business objectives. At the
heart of our implementation services are straightforward methodologies and tools that make software implementations smooth and efficient. Our
methodology approaches implementation in well-defined, manageable phases�rolling out categories, suppliers, and customers over discrete
intervals and targets the first customer �go-live� generally in less than 90 days.

Custom Development
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Verticalnet offers custom development for customers that desire to build additional capabilities into Verticalnet�s applications. Verticalnet�s
Solution Center works with clients to define custom development requirements and build the required functionality on top of our Collaborative
Supply Chain Foundation. Often, new capabilities developed for customers can be built into future versions of the Verticalnet software.

Verticalnet�s software platform was built to be flexible and extensible. Our customers find that many of their complex supply chain problems
often can be solved by taking advantage of the features of the platform. Our Solution Center approach allows Verticalnet to complete
customization projects more quickly and cost effectively than internal IT organizations or traditional custom development firms. Typically the
resulting custom developed applications are fully integrated with, and built on the same data model as, the customer�s existing Verticalnet
implementation.

3
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Customers

We have two customers, Premier, Inc. and A.T. Kearney, which combined represent over 42% of our total revenue for the year ended
December 31, 2005. The termination or material reduction of our relationship by either of these customers could have a material adverse effect
on our business, operating results, and financial condition.

Sales and Marketing

Our direct sales organization focuses on selling supply management solutions to large companies, typically with over $1 billion in revenues as
well as mid-market companies with revenues from $250 million to $1 billion. We typically target companies in manufacturing, consumer
products, pharmaceuticals, and retail where supply management is a critical driver of corporate profitability. Our sales team members have deep
experience in either enterprise software sales or in solution-based sales. Our direct sales force is teamed with pre-sales consultants that work
with prospects to select the proper solution to meet customer requirements and deliver the greatest value. Account executives are split into two
organizations, one focused on new account sales and the other focused on uncovering new business opportunities with existing customers.

We also use selective indirect sales channels, such as third-party alliances, to market our solutions, and to increase the market penetration of our
solutions through joint marketing and sales activities. Such relationships allow us to extend the reach of our sales efforts without increasing
headcount.

We support our sales activities by conducting a variety of marketing programs and participating in industry conferences. We maintain
relationships with recognized industry analysts including Gartner, AMR Research, and the Aberdeen Group. These firms advise our target client
base, as well as provide us with critical feedback into our product management process. We also conduct lead-generation programs including
telesales, web seminars, advertising, direct mail, email marketing, public relations, ongoing client communication programs, and several
Verticalnet-moderated conferences and seminars.

Proprietary Rights

We regard our software as proprietary and rely on a combination of trade secret, patent, copyright and trademark laws, license agreements and
other contractual arrangements, and confidentiality and non-disclosure agreements with our employees, our clients, consulting partners, and
others to help protect proprietary rights in our products. We distribute our supply management applications under software license agreements,
which typically grant clients perpetual nonexclusive, nontransferable licenses to our software products. Under such typical license agreements,
we retain all rights to our products.

Use of the licensed software is usually restricted to clients� internal operations and to designated users. Use is subject to terms and conditions that
prohibit unauthorized reproduction or transfer of the software. We also seek to protect the source code of our software as a trade secret and as an
unpublished, copyrighted work.

We typically enter into master service or professional service agreements and/or statements of work with our customers who purchase our
services. These agreements also have similar provisions to protect our intellectual and proprietary rights to the tools we may use to provide our
services.

Research and Development

We direct our efforts in research and development to new products, enhancements of the capabilities in existing products, and expansion of our
supply management capabilities. Our internal research and development team has developed most of our current products. In addition, we have
obtained underlying technologies through acquisitions. In developing new products or enhancements, we work closely with current and
prospective clients, as well as with industry experts, to ensure that our products address the critical supply chain needs of today�s

4
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businesses. We believe that this collaboration is necessary to develop and improve our software and products. Our product group works closely
with our marketing, sales, and services groups to develop products that meet real customer needs. As of March 1, 2006, our research and
development staff consisted of 28 employees.

In August 2003, we entered into an agreement with Symphony Service Corp., a U.S. based company, to provide software development services
at a global development center in Bangalore, India. As of March 1, 2006, there were 29 software developers providing development expertise
under this agreement.

Competition

The markets for our solutions are highly competitive. Our competitors are diverse and offer a variety of solutions targeting various segments of
the extended supply chain, as well as the enterprise as a whole. More specifically, we compete with:

� Large enterprise resource planning (�ERP�) software vendors, including Oracle and SAP, who have added or are attempting to add
capabilities for strategic sourcing to their products;

� e-Sourcing solution providers, such as Ariba, Emptoris, Frictionless Commerce, Ketera Technologies, Perfect Commerce, Procuri, and
a number of privately-held solution providers, and

� Internal efforts by corporate information technology departments or procurement organizations.
We believe that the principal competitive factors affecting our market include breadth and depth of solutions, depth of industry or category
expertise, specific product features and performance, ability to implement solutions, value of solutions, corporate viability, and a base of
reference customers. Although we believe that our solutions currently compete favorably with respect to these factors, our market is evolving
rapidly, and we may not be able to maintain our competitive position against current and potential competitors, especially those with greater
financial, marketing, service, support, technical, and other resources.

Many of our current and potential competitors have longer operating histories, significantly greater current and potential financial, technical,
marketing and other resources, significantly greater name recognition, and a larger installed base of customers than we do. Some of these
vendors have and may continue to introduce spend management modules that are included as part of broader enterprise applications at little or
no cost. In addition, many of our competitors have well-established relationships with our current and potential customers and have extensive
knowledge of our industry. In the past, we have lost potential customers to competitors for various reasons, including lower prices and other
incentives not matched by us. In addition, current and potential competitors have established or may establish cooperative relationships among
themselves or with third parties to increase the ability of their products to address customer needs. Accordingly, it is possible that new
competitors or alliances among competitors may emerge and rapidly acquire significant market share. We also expect that competition will
increase as a result of industry consolidations. As a result, we may not be able to successfully compete against our current and future
competitors.

Employees

As of March 1, 2006, we had 136 employees. We consider our relationship with our employees to be good. None of our employees are covered
by collective bargaining agreements.

Website Disclosures

We maintain a website at www.verticalnet.com and make available free of charge on this website our annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended (the �Exchange Act�) as soon as reasonably practicable after the Company electronically files such
material with, or furnishes it to, the Securities and Exchange Commission (�SEC�). The material on our website is not part of this report.
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International Operations

We currently have operations in four countries. All of our international operations are conducted through wholly-owned subsidiaries. We
develop products primarily in the United States of America, the United Kingdom, and India and market our products primarily in the United
States and Europe. For the years ended December 31, 2005 and 2004, approximately 13% and 6%, respectively, of our total revenues were
earned in currencies other than the U.S. dollar. During the year ended December 31, 2003, all revenues were earned in U.S. dollars. Also see
Note 17 to the consolidated financial statements for financial information about our geographic areas.

Item 1A. Risk Factors

We may require additional capital for our operations and obligations.

Although, based on our most recent projections, we believe our current level of liquid assets and the expected cash flows from contractual
revenue arrangements will be sufficient to finance our capital requirements and anticipated operating losses through at least March 31, 2007, any
projection of future long-term cash needs and cash flows are inherently subject to uncertainty. There is no assurance that our resources will be
sufficient for anticipated or unanticipated working capital and capital expenditure requirements during this period. We may need, or find it
advantageous, to raise additional funds in the future to fund our growth, pursue sales and licensing opportunities, develop new or enhanced
products and services, respond to competitive pressures, or acquire complementary businesses, technologies, or services.

If we are ultimately unable, for any reason, to receive cash payments expected from our customers, our business, financial condition, and results
of operations may be materially and adversely affected.

We may not generate an operating profit.

As of December 31, 2005, our accumulated deficit was approximately $1.2 billion. We may never again generate an operating profit or, even if
we do become profitable from operations at some point, we may be unable to sustain that profitability.

We generate a significant portion of our revenues and accounts receivable from two customers.

For 2005, two customers accounted for $8.7 million or 42.0% of our total revenues. For 2004, these same two customers accounted for $11.2
million or 48.9% of our total revenues. A termination or material reduction of our professional services by either of these customers could have a
material adverse effect on our business, operating results, and financial condition.

As of December 31, 2005, these two customers accounted for $1.6 million or 30.6% of our accounts receivable balance, of which $1.4 million of
the outstanding receivable has been collected as of March 1, 2006. Although we have had a successful collection history with these customers,
and do not foresee any collection issues, there can be no assurance that we will be able to collect outstanding balances and future invoices from
them.

We have contractual obligations to provide consulting services over many periods.

We maintain a professional services and consulting workforce to fulfill contracts that we enter into with our customers that may extend over
multiple periods. Our profitability is largely a function of performing against customer contractual arrangements within the estimated costs to
perform these obligations. If we exceed these estimated costs, our profitability under these contracts may be negatively impacted. In addition, if
we are not able to obtain sufficient work to keep all of our professionals on revenue generating projects, our business, financial condition, and
results of operations may be adversely affected.

If we fail to meet client expectations in the performance of our services, our business could suffer.

Our failure to meet client expectations in the performance of our services, including the quality, cost, and timeliness of our services, may
adversely affect our ability to attract and retain clients. If a client is not satisfied
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with our services, we will generally spend additional human and other resources at our own expense to ensure client satisfaction. Such
expenditures will typically result in a lower margin on such engagements and could have a material adverse effect on our business, financial
condition, and results of operations.

We may be unable to maintain our listing on the Nasdaq Capital Market, which could cause our stock price to fall and decrease the liquidity
of our common stock.

Our common stock is currently listed on the Nasdaq Capital Market. A continued listing on the Nasdaq Capital Market requires us to meet
certain qualitative standards, including maintaining a certain number of independent Board members and independent Audit Committee
members, and certain quantitative standards, including that we maintain $2.5 million in shareholders� equity and that the closing price of our
common stock not be less than $1.00 per share for 30 consecutive trading days. Since March 14, 2005, our stock has closed below $1.00 per
share. On April 27, 2005, we received written notification from the staff (the �Staff�) of The Nasdaq Stock Market (�Nasdaq�) that the bid price of
our common stock for the last 30 consecutive trading days had closed below the minimum $1.00 per share required for continued listing under
Nasdaq Marketplace Rule 4310(c)(4), (the �Rule�). Pursuant to Nasdaq Marketplace Rule 4310(c)(8)(D), we were provided an initial period of 180
calendar days, or until October 24, 2005, to regain compliance.

On October 26, 2005, we received a second notice from Nasdaq stating that the Staff had determined that we had not regained compliance with
the Rule, although we met all of the Nasdaq Capital Market initial listing criteria, except for the bid price requirement. Because we met the
initial listing criteria, the Staff notified us that we had been granted an additional 180 calendar days compliance period, or until April 24, 2006,
to regain compliance with the minimum bid price rule. The notice states that the Staff will provide written notification that we have achieved
compliance with the Rule if at any time before April 24, 2006, the bid price of our common stock closes at $1.00 per share or more for a
minimum of ten consecutive business days, although the notice also states that the Staff has the discretion to require compliance for a period in
excess of ten consecutive business days, but generally no more than 20 consecutive business days, under certain circumstances. If we fail to
regain compliance by April 24, 2006, the Staff will provide written notice that our securities will be delisted. At that time, we may appeal the
Staff�s determination to de-list our securities to a Listing Qualifications Panel.

We expect to regain compliance with Nasdaq�s listing qualifications for continued listing of our stock. As of March 30, 2006 we met all
qualitative and, except for the minimum bid requirement, all quantitative standards for initial and continuing listing of our stock on the Nasdaq
Capital Market. On March 24, 2006, we filed a Preliminary Proxy Statement on Schedule 14A with the SEC in connection with our 2006 annual
meeting of shareholders (the �Preliminary Proxy Statement�) which is scheduled to be held on May 19, 2006. One of the proposals set forth in the
Preliminary Proxy Statement is to obtain approval from our shareholders to authorize our board of directors to affect a reverse split of our
outstanding common stock at an exchange ratio of no less than 1-for-3 and no more than 1-for-7 (the �Stock Split�). If we put the Stock Split
proposal to a vote of our shareholders, no assurance can be given that our shareholders will approve the proposal or that if approved, our board
of directors will affect the Stock Split.

If the Stock Split is completed, we expect to satisfy the $1.00 per share minimum bid requirement for continued listing under the Rule. However,
there can be no assurance that we will be able to meet all qualitative and quantitative listing qualifications in the future. In the event we do not
meet such listing qualifications, our common stock could be subject to delisting from the Nasdaq Capital Market. Please see the Preliminary
Proxy Statement for more information on the Stock Split proposal.

If our stock is delisted from the Nasdaq Capital Market or our share price declines significantly, then our stock may be deemed to be penny
stock.

If our common stock is considered penny stock, it would be subject to rules that impose additional sales practices on broker-dealers who sell our
securities. Because of these additional obligations, some brokers may be unwilling to effect transactions in our stock. This could have an adverse
effect on the liquidity of our common
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stock and the ability of investors to sell their common stock. For example, broker-dealers must make a special suitability determination for the
purchaser and have received the purchaser�s written consent to the transaction prior to sale. Also, a disclosure schedule must be prepared prior to
any transaction involving a penny stock and disclosure is required about sales commissions payable to both the broker-dealer and the registered
representative and current quotations for the securities. Monthly statements are required to be sent disclosing recent price information for the
penny stock held in the account and information on the limited market in penny stock.

If our stock is delisted from the Nasdaq Capital Market, we may be unable to license our products and sell our services to prospective or
existing customers.

If our stock is delisted, our prospective and existing customers may lose confidence that we can continue as a viable business to provide support
necessary to further develop our solutions and provide ongoing maintenance and consulting services. Prospective and existing customers could
consider alternative solutions or significantly reduce the value they are willing to pay for our solutions to compensate for the potential added risk
to their business. If our stock is delisted, our ability to meet our revenue goals could be adversely impacted, resulting in deterioration of the
financial condition of our business.

Our success depends on our ability to retain key management personnel, whom we may not be able to retain.

We believe that our success depends on the continued employment of our senior management team. If one or more members of our senior
management team were unable or unwilling to continue in their present positions, our success could be adversely affected.

We may not be able to hire or retain enough additional personnel to meet our hiring needs.

Our success also depends on having highly trained professional services and software development personnel. If we are unable to retain our
personnel, it could limit our ability to service our customers and design and develop products, which could reduce our attractiveness to potential
customers, investors, or acquirers. We may need to hire additional personnel if our business grows. A shortage in the number of trained
consultants and developers could limit our ability to implement our software if we are able to license software to new customers or if our present
customers ask us to perform more services for them. Competition for personnel, particularly for employees with technical expertise, could be
strong. Our business, financial condition, and operating results will be materially adversely affected if we cannot hire and retain suitable
personnel.

Our cost containment and cost reduction initiatives may yield further unintended consequences, such as reduced employee morale, decreased
productivity and disclosures of confidential information about us by employees that seek employment with others in violation of their
confidentiality agreements with us.

Fluctuations in our quarterly operating results may cause our stock price to decline.

Our quarterly operating results are difficult to forecast and could vary significantly. If our operating results in a future quarter or quarters do not
meet the expectations of securities analysts or investors, the price of our common stock may fall. Our quarterly operating results will be
substantially dependent on software licenses and professional services booked and delivered in that quarter. Any delay in the recognition of
revenue for any of our license transactions or professional services could cause significant variations in our quarterly operating results and could
cause our revenues to fall significantly short of anticipated levels. Our quarterly operating results could fluctuate significantly due to other
factors, many of which are beyond our control, including:

� anticipated lengthy sales cycle for our products;

� the size and timing of individual license transactions;

� intense and increased competition in our target markets;
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� our ability to develop, introduce, and bring to market new products and services, or enhancements to our existing products and
services, on a timely basis; and

� risks associated with past acquisitions.
If we are able to grow our business, we may not be able to manage the growth successfully.

If we are able to grow our business, such growth could place a significant strain on our resources and systems. To manage our growth, we must
implement systems and train and manage our employees. In addition, we may not be able to limit our exposure to non-creditworthy customers.

We may seek to acquire another business or raise additional capital, which could dilute the ownership of our existing shareholders.

We may seek to grow our business by acquiring another business. In addition, we may seek to raise additional capital. We may be required to
incur debt or issue equity securities to pay for acquisitions or to raise additional capital, which may be dilutive to our existing shareholders.

New versions and releases of our products may contain errors or defects.

Our enterprise software products may contain undetected errors or failures when first introduced or as new versions are released. This may result
in loss of, or delay in, market acceptance of our products. Errors in new releases and new products after their introduction could result in delays
in release, lost revenues and customer frustration during the period required to correct these errors. We may in the future discover errors and
defects in new releases or new products after they are shipped or released.

We utilize third-party software that we incorporate into and include with our products and solutions, and impaired relations with these
third-parties, defects in third-party software, or their inability or failure to enhance their software over time could have a material adverse
effect on our operating performance and financial condition.

We incorporate and include third-party software into and with our products and solutions. We are likely to incorporate and include additional
third-party software into and with our products and solutions as we expand our product offerings. If our relations with any of these third-party
software providers become impaired, and if we are unable to obtain or develop a replacement for the software, our business could be harmed.
Our products may be impacted if errors occur in the third-party software that we utilize. It may be more difficult for us to correct any defects in
third-party software because the software is not within our control. Accordingly, our business could be adversely affected in the event of any
errors in this software. There can be no assurance that these third-parties will continue to invest the appropriate levels of resources in their
products and services to maintain and enhance the capabilities of their software.

We have shifted a significant portion of our product development operations to India, which poses significant risks.

Since September 2003, an unrelated third-party has provided us with software development services in Bangalore, India. We assumed a second
software development agreement with another company in Bangalore in connection with our acquisition of B2eMarkets. Since September 2003,
we have increased the proportion of our product development work being performed by contractors in India in order to take advantage of cost
efficiencies associated with India�s lower wage scale. However, we may not achieve the cost savings and other benefits we anticipate from this
program and we may not be able to find sufficient numbers of developers with the necessary skill sets in India to meet our needs. We have a
heightened risk exposure to changes in the economic, security, and political conditions of India. Economic and political instability, military
actions, and other unforeseen occurrences in India could impair our ability to develop and introduce new software applications and functionality
in a timely manner, which could put our products at a competitive disadvantage whereby we lose existing customers and/or fail to attract new
customers.
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Our target markets are evolving and characterized by rapid technological change, with which we may not be able to keep pace.

The markets for our products and services are evolving and characterized by rapid technological change, changing customer needs, evolving
industry standards, and frequent new product and service announcements. The introduction of products employing new technologies and
emerging industry standards could render our existing products or services obsolete or unmarketable. If we are unable to respond to these
developments successfully or do not respond in a cost-effective way, our business, financial condition, and operating results will suffer. To be
successful, we must continually improve and enhance the responsiveness, services, and features of our enterprise software products and
introduce and deliver new product and service offerings and new releases of existing products. We may fail to improve or enhance our software
products or fail to introduce and deliver new releases or new offerings on a timely and cost-effective basis or at all. If we experience delays in
the future with respect to our software products, or if our improvements, enhancements, offerings, or releases to these products do not achieve
market acceptance, we could experience a delay or loss of revenues and customer dissatisfaction. Our success will also depend in part on our
ability to acquire or license third-party technologies that are useful in our business, which we may not be able to do.

We may ultimately be unable to compete in the markets for the products and services we offer.

The markets for our enterprise software products and services are intensely competitive, which may result in low or negative profit margins and
difficulty in achieving market share, either of which could seriously harm our business. We expect the intensity of competition to increase. Our
enterprise software products and services face competition from software companies whose products or services compete with a particular aspect
of the solution we provide, as well as several major enterprise software developers and consulting firms. Many of our competitors have longer
operating histories, greater brand recognition, and greater financial, technical, marketing, and other resources than we do, and may have
well-established relationships with our existing and prospective customers. This may place us at a disadvantage in responding to our competitors�
pricing strategies, technological advances, advertising campaigns, strategic partnerships, and other initiatives. Our competitors may also develop
products or services that are superior to or have greater market acceptance than ours. If we are unable to compete successfully against our
competitors, our business, financial condition, and operating results would be negatively impacted.

If we do not develop the �Verticalnet� brand in the supply management solution industry, our revenues might not increase.

We must establish and continuously strengthen the awareness of the �Verticalnet� brand in the supply management solution industry. If our brand
awareness as a maker of supply management solution software does not develop, or if developed, is not sustained as a respected brand, it could
decrease the attractiveness of our products and services to potential customers, which could result in decreased revenues.

We may not be able to protect our proprietary rights and may infringe the proprietary rights of others.

Proprietary rights are important to our success and to our competitive position. We may be unable to register, maintain, and protect our
proprietary rights adequately. Although we file copyright registrations for the source code underlying our software, enforcement of our rights
might be too difficult and costly for us to pursue effectively. We have filed patent applications for the proprietary technology underlying our
software, but our ability to fully protect this technology is contingent upon the ultimate issuance of the corresponding patents. Effective patent,
copyright, and trade secret protection of our software may be unavailable or limited in certain countries. In addition, third parties may claim that
our current or potential future products infringe their intellectual property rights. Any claims, with or without merit, could be time-consuming,
result in costly litigation, cause product and service delivery delays or require us to enter into royalty or licensing agreements, which, if required,
may not be available on terms acceptable to us or at all, which could seriously harm our business.
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Several lawsuits have been brought against us and the outcome of these lawsuits is uncertain.

Several lawsuits have been brought against us and the underwriters of our stock in our initial public offering. These lawsuits allege, among other
things, that the underwriters engaged in sales practices that had the effect of inflating our stock price, and that our prospectus for that offering
was materially misleading because it did not disclose these sales practices. In addition, a lawsuit has been brought against us and several of our
former officers and directors alleging, among other things, that we failed to properly register certain Verticalnet stock delivered pursuant to an
acquisition in 2000. We intend to vigorously defend ourselves against these lawsuits; however, no assurance can be given as to the outcome of
these lawsuits.

Shares eligible for future sale by our current or future shareholders may cause our stock price to decline.

If our shareholders, option holders, warrant holders, or holders of convertible notes sell substantial amounts of our common stock in the public
market, including shares issued in completed or future acquisitions, upon the exercise of outstanding options and warrants, or upon conversion
of convertible notes, then the market price of our common stock could fall. We also have filed a shelf registration statement to facilitate our
acquisition strategy, as well as registration statements to register shares of common stock under our equity compensation and employee stock
purchase plans. Shares issued pursuant to existing or future shelf registration statements, upon exercise of stock options and warrants, upon
conversion of convertible notes, and in connection with our employee stock purchase plan will be eligible for resale in the public market without
restriction.

Anti-takeover provisions and our right to issue preferred stock could make a third-party acquisition of us difficult.

Verticalnet is a Pennsylvania corporation. Anti-takeover provisions of Pennsylvania law could make it more difficult for a third party to acquire
control of us, even if such change in control would be beneficial to our shareholders. Our articles of incorporation provide that our Board of
Directors may issue preferred stock without shareholder approval. In addition, our bylaws provide for a classified board, with each board
member serving a staggered three-year term. The issuance of preferred stock and the existence of a classified board could make it more difficult
for a third party to acquire us.

Our common stock price is likely to remain highly volatile.

The market for stocks of technology companies has been highly volatile since our initial public offering in 1999. Throughout this period, the
market price of our common stock has reached extreme highs and lows, and our daily trading volume has been, and will likely continue to be,
highly volatile. Investors may not be able to resell their shares of our common stock following periods of price or trading volume volatility
because of the market�s adverse reaction to such volatility. Factors that could cause volatility in our stock price and trading volume, in some
cases regardless of our operating performance, include, among other things:

� general economic conditions, including suppressed demand for technology products and services;

� actual or anticipated variations in quarterly operating results;

� announcements of technological innovations;

� new products or services;

� changes in the market valuations of other software or technology companies;

� failure to meet analysts� or investors� expectations;
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� announcements by us or our competitors of significant acquisitions, strategic partnerships, or joint ventures;

� our cash position and cash commitments;

� our prospects for enterprise software sales and new customers; and

� additions or departures of key personnel.
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Acquisitions may disrupt or otherwise have a negative impact on our business.

We have made, and plan to continue to make, investments in and acquisitions of complementary companies, technologies, and assets. Future and
past acquisitions are subject to the following risks:

� acquisitions may cause a disruption in our ongoing business, distract our management and other resources, and make it difficult to
maintain our standards, controls, and procedures;

� we may acquire companies in markets in which we have little experience;

� we may not be able to successfully integrate the services, products, and personnel of any acquisition into our operations;

� we may be required to incur debt or issue equity securities, which may be dilutive to existing shareholders, to pay for the acquisitions;

� we may be exposed to unknown or undisclosed liabilities; and

� our acquisitions may not result in any return on our investment and we may lose our entire investment.
Interruptions or delays in service from our third-party Web hosting facilities could impair the delivery of our service and harm our business.

We provide our service through computer hardware that is currently located in a third-party web hosting facility in Dulles, Virginia operated by
ServerVault, Inc. In the near future, we also plan to provide our service through a co-location facility located in Philadelphia, Pennsylvania
operated by SunGard, Inc. We do not and will not control the operation of these facilities, and they may be subject to damage or interruption
from floods, fires, power loss, telecommunications failures, and similar events. They may also be subject to break-ins, sabotage, intentional acts
of vandalism, and similar misconduct. Despite precautions taken at the facilities, the occurrence of a natural disaster, a decision to close a facility
without adequate notice, or other unanticipated problems at a facility could result in lengthy interruptions in our service. In addition, the failure
by a facility to provide our required data communications capacity could result in interruptions in our service. While we are not aware of any
such interruptions, if an actual or perceived interruption of our applications occurred or if our applications become unstable or unavailable, the
perception by existing or potential customers of our applications could be harmed and we could lose sales and customers. In addition, we may be
subject to service level penalties, which could materially and adversely affect our business, financial condition, and operating results.

If our security measures are breached and unauthorized access is obtained to a customer�s data, our on-demand applications may be
perceived as not being secure and customers may curtail or stop using our service.

Our on-demand supply management application model involves the storage, analysis, and transmission of customers� proprietary information,
and security breaches could expose us to a risk of loss or corruption of this information, litigation, and possible liability. If our security measures
are breached as a result of third-party action, employee error, malfeasance, or otherwise, and, as a result, an unauthorized party obtains access to
one or more of our customers� data, our reputation could be damaged, our business may suffer, and we could incur significant liability. Because
techniques used to obtain unauthorized access or to sabotage computer systems change frequently and generally are not recognized until
launched against a target, we may be unable to anticipate these techniques or to implement adequate preventative measures. While we are not
aware of any such breach, if an actual or perceived breach of our security occurs, the perception by existing or potential customers of the
effectiveness of our security measures could be harmed and we could lose sales and customers.

If our software or the third-party software we use to support and enable our applications is subject to intrusion or corruption by third parties,
our applications could become unstable or unavailable to our customers.

We use third-party software to support or enable our applications which may be subject to intrusion or corruption by third parties, which may
render our on-demand applications unstable or unavailable to our customers.
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While we are not aware of any such intrusion, if an actual or perceived intrusion or corruption of third-party software which we use to support or
enable our applications occurs, and our applications become unstable or unavailable, the perception by existing or potential customers of our
applications could be harmed and we could lose sales and customers.

If our on-demand application model is not widely accepted, our operating results will be harmed.

We expect to derive an increasing portion of our software revenues from subscriptions to our on-demand applications. As a result, widespread
acceptance of our on-demand supply management applications is critical to our future success. Factors that may affect market acceptance of our
on-demand applications include:

� potential reluctance by enterprises to migrate to an on-demand application model;

� the price and performance of our on-demand applications;

� the level of customization we can offer;

� the availability, performance, and price of competing products and services; and

� potential reluctance by enterprises to trust third parties to store and manage their internal data.
Many of these factors are beyond our control. The inability of our on-demand applications model to achieve widespread market acceptance
would harm our business.

Because we will recognize revenue from our on-demand applications over the term of the agreement, downturns or upturns in sales may not
be immediately reflected in our operating results.

We will recognize revenue from customers with hosted term-based licenses over the term of their agreements, which are typically 12 to 24
months, although terms can range from one to 36 months. As a result, a portion of the revenue we report in each quarter will be from agreements
entered into during previous quarters. Consequently, a decline in new or renewed agreements in any one quarter will not necessarily be fully
reflected in the revenue in that quarter and will negatively affect our revenue in future quarters. In addition, we may be unable to adjust our cost
structure to reflect these reduced revenues. Accordingly, the effect of significant downturns in sales and market acceptance of our service may
not be fully reflected in our results of operations until future periods. Our on-demand application model will also make it difficult for us to
rapidly increase our revenue through additional sales in any period, as revenue from new customers must be recognized over the applicable
agreement term.

We do not have an adequate history with our on-demand application model to predict the rate of customer renewals and the impact these
renewals will have on our revenue or operating results.

Our customers have no obligation to renew their agreements for our service after the expiration of their initial contract period and some
customers have elected not to do so. In addition, our customers may decide not to renew unless we offer lower prices or agree to reduce the
number of users. We have limited historical data with respect to rates of customer renewals, so we may not be able to accurately predict
customer renewal rates. Our customers� renewal rates may decline or fluctuate as a result of a number of factors, including their dissatisfaction
with our applications or the customers� ability to continue their operations and spending levels. If our customers do not renew their agreements
for our on-demand supply management applications, our revenue may decline and our business may suffer.

Our future success also depends in part on our ability to sell additional features or functions of our applications, additional applications, or
additional services to our current customers. This may require increasingly sophisticated and costly sales efforts that are targeted at our
customers� senior management. If these efforts are not successful, our business may suffer.
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A failure to adequately expand our direct sales force may impede our growth.

We expect to be substantially dependent on our direct sales force to obtain new customers, particularly large enterprise customers, and to
manage our customer base. We believe that there is significant competition for direct sales personnel with the advanced sales skills and technical
knowledge we need. Our ability to achieve significant growth in revenue in the future will depend, in large part, on our success in recruiting,
training, and retaining sufficient direct sales personnel. New hires require significant training and may, in some cases, take more than a year
before they achieve full productivity. Our recent hires and planned hires may not become as productive as we would like, and we may be unable
to hire sufficient numbers of qualified individuals in the future in the markets where we do business. If we are unable to hire and develop
sufficient numbers of productive sales personnel, sales of our products and services may suffer. We have also reduced our sales force as part of
our cost containment and cost reduction initiatives. Our failure to field an effective sales organization could have a material adverse effect on our
operating performance and financial condition.

Changes in the value of the U.S. dollar, in relation to the currencies of foreign countries where we transact business, could harm our
operating performance and financial condition.

International operations represent an increasing portion of our revenues. We expect to continue to commit significant resources to our
international sales and marketing activities. For international sales and expenditures denominated in foreign currencies, we are subject to risks
associated with currency fluctuations, particularly as a result of the decline in the value of the U.S. dollar compared to other foreign currencies.
Although such international revenues are increasing, because such amounts are still relatively immaterial, we have not to date hedged our risks
associated with foreign currency transactions in order to minimize the impact of changes in foreign currency exchange rates on earnings. In the
event we do begin hedging activities, there is no guarantee our hedging strategy will be successful and that currency exchange rate fluctuations
will not have a material adverse effect on our operating results.

Our indebtedness and debt service obligations may adversely affect our cash flow.

Should we be unable to satisfy our interest and principal payment obligations under our convertible notes through the use of shares of our
common stock, we will be required to pay those obligations in cash. If we are unable to generate sufficient cash to meet these obligations, we
may have to restructure or limit our operations.

Our indebtedness could have significant additional negative consequences, including, but not limited to:

� requiring the dedication of a substantial portion of our expected cash flow from operations to service the indebtedness, thereby
reducing the amount of expected cash flow available for other purposes, including capital expenditures;

� increasing our vulnerability to general adverse economic and industry conditions;

� limiting our ability to obtain additional financing;

� limiting our flexibility to plan for, or react to, changes in our business and the industry in which we compete; and

� placing us at a possible competitive disadvantage to competitors with less debt obligations and competitors that have better access to
capital resources.

Issuance of shares of common stock upon conversion or repayment of our convertible notes and exercise of warrants will dilute the
ownership interest of existing shareholders and could adversely affect the market price of our common stock.

We may issue shares of common stock (i) upon conversion of some or all of our convertible notes, (ii) in satisfaction of our principal and interest
payment obligations under the convertible notes, in lieu of cash payments, and (iii) upon exercise of the associated warrants. Any of these
issuances will dilute the ownership
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interests of existing shareholders. Any sales in the public market of this common stock could adversely affect prevailing market prices of the
common stock. In addition, the existence of these convertible notes and warrants
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