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400 Chester Field Parkway

Malvern, Pennsylvania 19355

(610) 240-0600

(Name and address, including zip code, and telephone number, including area code, of agent for service)

Approximate date of commencement of proposed sale to the public: As soon as practicable after the registration statement becomes
effective.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box. ¨

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box. x

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. ¨

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering. ¨

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective
upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box. ¨

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional
securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box. ¨
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CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities To Be Registered

Amount
To Be

Registered

Proposed Maximum

Offering Price Per

Share

Proposed Maximum

Aggregate Offering

Price

Amount Of

Registration Fee
Common Stock (1) 2,000,000 $1.195(2) $2,390,000(2) $256

(1) Issuable as payment of principal and interest on senior secured convertible promissory notes or upon conversion of the convertible notes
together with such indeterminate number of shares as may be issuable pursuant to anti-dilution provisions contained therein.

(2) Estimated solely for the purpose of computing the amount of the registration fee in accordance with Rule 457(c) under the Securities Act
of 1933, as amended, based upon the average of the high and low prices reported on The Nasdaq Capital Market on July 12, 2006.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, as amended, or until the Registration Statement shall become effective on
such date as the Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED. THE SELLING SECURITY
HOLDERS MAY NOT SELL ANY OF THE SECURITIES DESCRIBED IN THIS PROSPECTUS UNTIL THE REGISTRATION
STATEMENT THAT WE HAVE FILED WITH THE SECURITIES AND EXCHANGE COMMISSION TO COVER THE SECURITIES
IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER TO SELL THESE SECURITIES AND IS NOT SOLICITING AN OFFER
TO BUY THESE SECURITIES IN ANY JURISDICTION WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED JULY 14, 2006

PRELIMINARY PROSPECTUS

2,000,000 Shares

VERTICALNET, INC.
Common Stock

This prospectus relates to the public offering, which is not being underwritten, of 2,000,000 shares of common stock, none of which is
outstanding and all of which may be issued as payment of principal and interest on our $6.6 million aggregate principal amount of senior secured
convertible promissory notes due July 2007, or the convertible notes, held by selling shareholders or upon conversion of the convertible notes.

The selling shareholders may offer for resale through this prospectus the shares of common stock at various times at market prices prevailing at
the time of sale or at privately negotiated prices. The selling shareholders may resell the common stock to or through underwriters,
broker-dealers, or agents, who may receive compensation in the form of discounts, concessions, or commissions. We will not receive any of the
proceeds from the resale of the common stock offered through this prospectus. We will bear all costs, expenses, and fees in connection with the
registration of the shares. The selling shareholders will bear all commissions and discounts, if any, attributable to the sales of the shares.

On June 12, 2006, we effected a one-for-seven reverse stock split of our outstanding shares of common stock. As a result of the reverse stock
split, shares of our common stock were quoted on The Nasdaq Capital Market under the symbol �VERTD.� On July 11, 2006, our common stock
resumed trading on The Nasdaq Capital Market under the symbol �VERT.� The last reported sale price of our shares on July 12, 2006 was $1.15
per share.

INVESTING IN OUR COMMON STOCK INVOLVES A HIGH DEGREE OF RISK.

RISK FACTORS BEGIN ON PAGE 2.

Neither the Securities and Exchange Commission, or the SEC, nor any state securities commission has approved or disapproved of these
securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is             , 2006
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SUMMARY

The following summary is qualified in its entirety by the more detailed information appearing elsewhere in this prospectus or incorporated by
reference in this prospectus and may not contain all the information that is important to you.

Our Company

We are a provider of On�Demand Supply Management solutions to companies ranging in size from mid-market to Global 2000. We provide a
full scope of Supply Management software, services, and domain expertise in areas that include: Program Management, Spend Analysis,
eSourcing, Advanced Sourcing, Contract Management, and Supplier Performance Management. Our solutions help our customers save money
on the goods and services they buy.

In addition to traditional software installation and Application Service Provider hosting, we offer the majority of our software products in an
�on-demand� delivery model. On-demand delivery enables our customers to pay a single annual fee that includes software license, maintenance,
application hosting, customer/community support, and training. We believe that our on-demand delivery model mitigates the software
implementation costs for our customers, and reduces the obstacles to a successful supply management initiative.

In addition to implementation services, we also provide customers with supply management business process consulting, primarily in the areas
of Spend Analysis and Advanced Sourcing, and offer custom software development for customers that desire to build additional supply
management capabilities.

About Verticalnet, Inc.

Principal Executive Offices: Internet Address:
Verticalnet, Inc.

400 Chester Field Parkway

Malvern, Pennsylvania 19355

Phone: (610) 240-0600

www.verticalnet.com (Information contained on our website is not a
part of this prospectus)

1
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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 July 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.

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 as well
as our obligations under our $5.3 million senior subordinated discount note due November 18, 2007, 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.

Our convertible notes and $5.3 million senior subordinated discount note provide that upon the occurrence of various events of default and
change of control transactions, the holders would be entitled to require us to prepay the notes for cash, which could leave us with little or no
working capital for operations or capital expenditures.

Our convertible notes and $5.3 million senior subordinated discount note allow the holders thereof to require us to prepay the notes upon the
occurrence of various events of default, such as the termination of trading of our common stock on a qualified stock market or quotation system,
or specified change of control transactions. In such a situation, we may be required to prepay all or part of the notes, including any accrued
interest and penalties. Some of the events of default include matters over which we may have little or no control. If an event of default or a
change of control occurs, we may be unable to prepay the full price in cash. Even if we were able to prepay the full amount in cash, any such
prepayment could leave us with little or no working capital for our business. We have not established a sinking fund for payment of our
obligations under our notes, nor do we anticipate doing so.

We may not generate an operating profit.
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As of March 31, 2006, 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.

2
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We generate a significant portion of our revenues and accounts receivable from two customers.

For the three months ended March 31, 2006, two customers accounted for $1.3 million or 33.4% of our total revenues. During the same period in
2005, these same two customers accounted for $2.2 million or 40.9% 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 March 31, 2006, these two customers accounted for $1.3 million or 39.8% of our accounts receivable balance, all of which has been
collected as of July 11, 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 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. 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 at least $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. From March 14, 2005 until June 12, 2006, the date we effected a
one-for-seven reverse stock split, our stock closed below $1.00 per share. Between April 2005 and April 2006, we received three written
notifications from the staff of The Nasdaq Stock Market, or the Staff, that the bid price of our common stock had closed below the minimum
$1.00 per share required for continued listing under Nasdaq Marketplace Rule 4310(c)(4), or the Rule.

In the April 2006 notice, the Staff stated that we had not regained compliance with the Rule, and as a result, our common stock would be
delisted from The Nasdaq Capital Market at the opening of business on May 5, 2006, unless we requested an appeal hearing before a Listing
Qualifications Panel, or the Panel, in accordance with Nasdaq Marketplace Rule 4800 Series. We requested a hearing before the Panel to review
the Staff�s delisting determination, which was granted and scheduled for June 15, 2006. On June 15, 2006, we appeared before the Panel and
stated our request for continued listing.

On July 5, 2006, we received notice from Nasdaq that the Panel determined that we were in compliance with all Nasdaq Marketplace Rules, and
eligible for continued listing on The Nasdaq Capital Market. As previously reported, on June 12, 2006, we effected a one-for-seven reverse split
of our outstanding shares of common stock, or the Reverse Stock Split. As a result of the Reverse Stock Split, each holder of seven shares of
common stock immediately prior to June 12, 2006 became the holder of one share of common stock. In addition, all outstanding options,
warrants, convertible notes or other rights convertible into or exercisable for shares of common stock were adjusted in accordance with their
terms and pursuant to the ratio of the Reverse Stock Split. Pursuant to the notice, the

3
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Panel noted that we had taken appropriate actions to resolve our bid price deficiency, and that our common stock had traded for more than ten
consecutive trading days at over $1.00 per share. Therefore, the Panel granted our request for continued listing on The Nasdaq Capital Market.

The notice also stated that the Nasdaq Listing and Hearing Review Council, or the Listing Council, may, on its own motion, determine to review
any Panel decision within 45 calendar days after issuance of the written decision. If the Listing Council determines to review the decision, it may
affirm, modify, reverse, dismiss, or remand the decision to the Panel.

From June 12, 2006, the date we effected the Reverse Stock Split, until the date of this Prospectus, our common has traded above the $1.00 per
share amount required under the Rule. There can be no assurance that our common stock will continue to trade above $1.00 per share or that we
will continue to meet all of the listing criteria for The Nasdaq Capital Market.

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 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 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.

4
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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;

� 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.
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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, Inc. 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.

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
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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.

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

� failure to meet analysts� or investors� expectations;

� announcements by us or our competitors of significant acquisitions, strategic partnerships, or joint ventures;

� our cash position and cash commitments;
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� our prospects for enterprise software sales and new customers; and

� additions or departures of key personnel.
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. We also provide our service through a co-location facility located in Philadelphia, Pennsylvania operated by SunGard, Inc. We
do 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.
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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 our own software as well as 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 our software or 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 may 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
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some cases, take more than a year before they achieve full productivity. Our recent or future 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.

If our goodwill or amortizable intangible assets become impaired we may be required to record a significant charge to earnings.

Under generally accepted accounting principles, we review our amortizable intangible assets for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. Goodwill is required to be tested for impairment at least annually. Factors that
may be considered a change in circumstances indicating that the carrying value of our goodwill or amortizable intangible assets may not be
recoverable include a decline in stock price and market capitalization, future cash flows, and slower growth rates in our industry. We may be
required to record a significant charge to earnings in our financial statements during the period in which any impairment of our goodwill or
amortizable intangible assets is determined, resulting in an impact on our results of operations. Based upon the recent decline in our stock price,
we believe that an impairment review of our goodwill and amortizable assets is necessary. We have begun this process and based on our
preliminary analysis, we believe that a charge to earnings will be necessary for the three months ended June 30, 2006. As of July 14, 2006, we
were unable to determine the amount of the impairment.

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 one-for-seven reverse stock split could have various negative effects on our common stock and our shareholders.

Our one-for-seven reverse stock split effected on June 12, 2006 resulted in an immediate increase in the market price of our common stock.
However, this increase in the market price of our common stock may not be in proportion to the reduction in the number of shares of our
common stock outstanding or result in a permanent increase in the market price (which depends on many factors, including our performance,
prospects and other factors that may be unrelated to the number of shares outstanding). If the market price of our common stock declines, the
percentage decline as an absolute number and as a percentage of our overall market capitalization may be greater than would occur in the
absence of the reverse stock split. Furthermore, the liquidity of our common stock may be adversely affected by the reduced number of shares
that are now outstanding following the reverse stock split. In addition, the reverse stock split has likely increased the number of our shareholders
who own odd lots (less than 100 shares). Shareholders who hold odd lots typically will experience an increase in the cost of selling their shares,
as well as possibly greater difficulty in effecting such sales.

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 warrants. Any of these issuances will dilute
the ownership 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 may encourage short selling by market
participants.
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Our convertible notes are secured by substantially all of our assets.

The holders of our convertible notes received a security interest in and a lien on substantially all of our assets, including our existing and future
accounts receivable, cash, general intangibles (including intellectual property) and equipment. As a result of this security interest and lien, if we
fail to meet our payment or other obligations under the convertible notes, the holders would be entitled to foreclose on and liquidate substantially
all of our assets. Under those circumstances, we may not have sufficient funds to service our day-to-day operational needs. Any foreclosure by
the holders of the convertible notes would have a material adverse effect on our financial condition.

FORWARD-LOOKING STATEMENTS

Our disclosure and analysis in this prospectus contain some forward-looking statements. Forward-looking statements give our current
expectations or forecasts of future events. You can identify these statements by the fact that they do not relate strictly to historical or current
facts. Such statements may include words such as �anticipate,� �estimate,� �expect,� �project,� �intend,� �plan,� �believe,� and other words and terms of similar
meaning in connection with any discussion of future operating or financial performance.

Any or all of our forward-looking statements in this prospectus may turn out to be wrong. They can be affected by inaccurate assumptions we
might make or by known or unknown risks and uncertainties. Many factors mentioned in our discussion in this prospectus will be important in
determining future results. Consequently, no forward-looking statement can be guaranteed. Actual future results may vary materially.

We undertake no obligation to publicly update any forward-looking statements, whether as a result of new information, future events, or
otherwise. You are advised, however, to consult any additional disclosures we make in our reports to the SEC on Forms 10-K, 10-Q, 8-K, and
amendments thereto. Also note that we provide a cautionary discussion of risks and uncertainties under �Risk Factors� on page 2 of this
prospectus. These are factors that we think could cause our actual results to differ materially from expected results. Other factors besides those
listed here could also adversely affect us. This discussion is provided as permitted by the Private Securities Litigation Reform Act of 1995.

USE OF PROCEEDS

We will not receive any proceeds from the resale of the common stock offered through this prospectus.

SELLING SHAREHOLDERS

Shares Being Registered

This prospectus relates to the public offering, which is not being underwritten, of 2,000,000 shares of common stock, none of which is
outstanding and all of which may be issued as payment of principal and interest on our convertible notes or upon conversion of the convertible
notes.

We issued the convertible notes and warrants to purchase shares of common stock to certain independent institutional investors in a private
placement transaction that closed on August 16, 2005. The private placement transaction was exempt from the registration requirements of the
Securities Act of 1933, as amended.

The shares of common stock being offered by this prospectus by the selling shareholders are issuable upon conversion of the convertible notes or
as principal and interest payments on the convertible notes. We are registering the shares of common stock in order to permit the selling
shareholders to offer the shares for resale from time to time.

The table below lists the selling shareholders and other information regarding the beneficial ownership of the shares of common stock by each
selling shareholder. The column titled �Shares Beneficially Owned Before Offering� lists the number of shares of common stock beneficially
owned by each selling shareholder, including the shares of common stock beneficially owned assuming conversion of all the convertible notes
into shares of common stock. The number of shares of common stock set forth in this column is based on the initial conversion price of the
convertible notes, as adjusted for the Reverse Stock Split, of $4.90 per share. However, the conversion price of the convertible notes is subject to
adjustment from time to time.
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The column titled �Shares Offered Hereby� lists the shares of common stock being offered pursuant to this prospectus by each selling shareholder
assuming conversion of the convertible notes into shares of common stock. Because the conversion price used for paying principal and interest
on the convertible notes in shares of common stock and the conversion price otherwise used for converting the convertible notes into shares of
common stock may be adjusted, the number of shares of common stock set forth in this column consists of our estimate of the shares of common
stock that will be issued to the selling shareholders throughout the remaining term of the convertible notes.

This prospectus generally covers the resale by the selling shareholders of the sum of (i) the number of shares of common stock issuable as
principal and interest payments throughout the remaining term of the convertible notes, and (ii) the number of shares of common stock issuable
upon conversion of the convertible notes based on the remaining unpaid principal amount of the convertible notes. Because the conversion price
of the convertible notes may be adjusted, the number of shares that will actually be issued may be more or less than the number of shares being
offered by this prospectus.

Under the terms of the convertible notes, the selling shareholders may not convert the convertible notes to the extent such conversion would
cause such selling shareholder to beneficially own a number of shares of common stock which would exceed 4.9% (or if the selling shareholder
gives notice to such effect in accordance with the terms of the convertible notes, 9.9%) of our then outstanding shares of common stock
following such conversion. The selling shareholders may waive any restrictions upon conversion of the convertible notes that would limit the
number of shares of common stock that the selling shareholders could beneficially own. The number of shares in the columns titled �Shares
Beneficially Owned Before Offering� and �Shares Offered Hereby� do not reflect this limitation.

Selling Shareholders

We have agreed with each selling shareholder to file a registration statement to register for resale the shares of common stock set forth below.
Except as noted in the footnotes below, none of the selling shareholders has held any position or office with us or any of our predecessors or
affiliates within the last three years or has had a material relationship with us or any of our predecessors or affiliates within the past three years
other than as a result of the ownership of our shares or other securities. Shares may also be sold by donees, pledgees, and other transferees or
successors in interest of the selling shareholders.

The following table sets forth information, as of July 3, 2006, with respect to each selling shareholder. The information below is based on
information provided by or on behalf of the selling shareholders. Beneficial ownership is determined in accordance with the rules of the SEC
and generally includes voting or investment power with respect to securities. The percentage of ownership for the selling shareholders disclosed
in this table is based on 7,884,788 shares of common stock outstanding as of July 3, 2006, which includes 95,544 shares of common stock which
are being held in escrow in connection with a recent acquisition. Both the number of shares listed as being offered by the selling shareholders in
the table and the holders� respective percentages of share ownership after the offering are based on the assumptions that all of the shares being
offered are sold pursuant to this offering, and that no other shares of common stock are acquired or disposed of by the selling shareholders prior
to the termination of this offering. Because the selling shareholders may sell all, some, or none of their shares or may acquire or dispose of other
shares of common stock, we cannot estimate the aggregate number of shares that will be sold in this offering or the number or percentage of
shares of common stock that the selling shareholders will own upon completion of this offering.
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Name

Shares Beneficially

Owned Before Offering

Shares

Offered

Hereby

Shares Beneficially

Owned After Offering

Number Percentage Number Percentage
Alpha Capital AG (1) 112,297(2) 1.40% 162,252 51,072(2) *
Bristol Investment Fund, Ltd. (3) 106,601(4) 1.33% 101,651 68,244(4) *
CAMOFI Master LDC (5) 112,297(2) 1.40% 162,252 51,072(2) *
Castle Creek Technology Partners LLC (6) 370,049(7) 4.53% 324,504 247,960(7) 2.96%
DKR Soundshore Oasis Holding Fund Ltd. (8) 117,499(2) 1.47% 162,252 56,274(2) *
Harborview Master Fund L.P. (9) 89,838(10) 1.13% 129,802 40,858(10) *
Iroquois Master Fund, Ltd. (11) 258,281(12) 3.21% 373,180 161,621(12) 1.92%
JGB Capital L.P. (13) 67,378(14) * 97,351 30,643(14) *
Platinum Long term Growth I, LLC (15) 56,148(16) * 81,126 25,536(16) *
Portside Growth and Opportunity Fund (17) 56,148(16) * 81,126 25,536(16) *
Smithfield Fiduciary LLC (18) 112,297(2) 1.42% 162,252 51,072(2) *
Whalehaven Capital Fund Limited (19) 123,727(20) 1.56% 162,252 62,502(20) *

Total 1,582,560(21) 17.56% 2,000,000 872,390(21) 8.18%

* Less than 1 percent.

(1) Konrad Ackerman and Raines Posch have voting and investment control over the securities held by Alpha Capital AG.

(2) Includes warrants to purchase 51,072 shares of common stock at an exercise price of $5.39 per share, which expire on August 16, 2010.

(3) Bristol Capital Advisors, LLC is the investment adviser to Bristol Investment Fund, Ltd. Paul Kessler is the manager of Bristol Capitol
Advisors, LLC and as such has voting and investment control over the securities held by Bristol Investment Fund, Ltd. Mr. Kessler
disclaims beneficial ownership of such securities.

(4) Includes warrants to purchase 51,072 shares of common stock at an exercise price of $5.39 per share, which expire on August 16, 2010.
Also includes warrants to purchase 14,286 shares of common stock at an exercise price of $9.45 per share, which expire on April 15, 2009,
and warrants to purchase 2,886 shares of common stock at an exercise price of $26.04 per share, which expire on July 26, 2009.

(5) Richard Smithline has voting and investment control over the securities held by CAMOFI Master LDC. Mr. Smithline disclaims beneficial
ownership of such securities.

(6) As investment manager under a management agreement, Castle Creek Partners, LLC may exercise dispositive and voting power with
respect to the shares owned by Castle Creek Technology Partners LLC. Castle Creek Partners, LLC disclaims beneficial ownership of such
shares. Daniel Asher is the managing member of Castle Creek Partners, LLC. Mr. Asher disclaims beneficial ownership of the shares
owned by Castle Creek Technology Partners LLC. A beneficial owner of Castle Creek Technology Partners has a beneficial ownership
interest in a number of broker-dealers. None of the broker-dealers is participating in this offering in any manner.
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(7) Includes warrants to purchase 102,143 shares of common stock at an exercise price of $5.39 per share, which expire on August 16, 2010.
Also includes warrants to purchase 28,572 shares of common stock at an exercise price of $9.45 per share, which expire on April 15, 2009,
warrants to purchase 5,771 shares of common stock at an exercise price of $26.04 per share, which expire on July 26, 2009, and warrants
to purchase 25,715 shares of common stock at an exercised price of $8.75 per share, which expire on February 6, 2010.

(8) The investment manager of DKR Soundshore Oasis Holding Fund Ltd. is DKR Oasis Management Company LP. DKR Oasis
Management Company LP has the authority to do any and all acts on behalf of DKR SoundShore Oasis Holding Fund Ltd., including
voting any shares held by DKR SoundShore Oasis Holding Fund Ltd. Mr. Seth Fischer is the managing partner of Oasis Management
Holdings LLC, one of the general partners of DKR Oasis Management Company LP. Mr. Fischer has ultimate responsibility for trading
with respect to DKR SoundShore Oasis Holding Fund Ltd. Mr. Fischer disclaims beneficial ownership of the shares.

(9) Harborview Master Fund L.P. is a master fund in a master-feeder structure whose general partner is Harborview Advisors LLC. Richard
Rosenblum and David Stefansky are the managers of Harborview Advisors LLC and have ultimate responsibility for trading with respect
to Harborview Master Fund L.P. Messrs. Rosenblum and Stefansky disclaim beneficial ownership of the shares being registered
hereunder.

(10) Includes warrants to purchase 40,858 shares of common stock at an exercise price of $5.39 per share, which expire on August 16, 2010.

(11) Joshua Silverman has voting and investment control over the securities held by Iroquois Master Fund, Ltd. Mr. Silverman disclaims
beneficial ownership of these shares.

(12) Includes warrants to purchase 117,465 shares of common stock at an exercise price of $5.39 per share, which expire on August 16, 2010.
Also includes warrants to purchase 44,156 shares of common stock at an exercise price of $9.45 per share, which expire on May 28, 2010,
held by Iroquois Capital, LP, which is the domestic feeder of Iroquois Master Fund, Ltd.

(13) Brett Cohen has voting and investment control over the securities held by JGB Capital L.P. Mr. Cohen disclaims beneficial ownership of
these securities.

(14) Includes warrants to purchase 30,643 shares of common stock at an exercise price of $5.39 per share, which expire on August 16, 2010.

(15) Platinum Partners Value Arbitrage Fund, LP, a Cayman Island limited partnership, has voting and investment control over the securities
held by Platinum Long term Growth I, LLC.

(16) Includes warrants to purchase 25,536 shares of common stock at an exercise price of $5.39 per share, which expire on August 16, 2010.

(17) Ramius Capital Group, LLC is the investment adviser of Portside Growth and Opportunity Fund and consequently has voting control and
investment discretion over the securities held by Portside Growth and Opportunity Fund. Ramius Capital Group, LLC disclaims beneficial
ownership of the shares held by Portside Growth and Opportunity Fund. Peter A. Cohen, Morgan B. Stark, Thomas W. Strauss, and Jeffrey
M. Solomon are the sole managing members of C4S & Co., LLC, the sole managing member of Ramius Capital Group, LLC. As a result,
Messrs. Cohen, Stark, Strauss, and Solomon may be considered beneficial owners of any shares deemed to be beneficially owned by
Ramius Capital Group, LLC. Messrs. Cohen, Stark, Strauss, and Solomon disclaim beneficial ownership of these shares. The investment
adviser to Portside Growth and Opportunity Fund is Ramius Capital Group, LLC. An affiliate of Ramius Capital Group, LLC is a NASD
member. However, this affiliate will not sell any shares purchased in this offering by Portside Growth and Opportunity Fund and will
receive no compensation whatsoever in connection with sales of shares purchased in this transaction. Portside Growth and Opportunity
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(18) Highbridge Capital Management, LLC is the trading manager of Smithfield Fiduciary LLC and has voting control and investment
discretion over the securities held by Smithfield Fiduciary LLC. Glenn Dubin and Henry Swieca control Highbridge Capital Management,
LLC. Each of Highbridge Capital Management, LLC, Mr. Dubin, and Mr. Swieca disclaims beneficial ownership of the securities held by
Smithfield Fiduciary LLC.

(19) Evan Schemenauer, Arthur Jones, and Jennifer Kelly have voting or investment control over the securities held by Whalehaven Capital
Fund Limited.

(20) Includes warrants to purchase 51,072 shares of common stock at an exercise price of $5.39 per share, which expire on August 16, 2010.
Also includes warrants to purchase 11,430 shares of common stock at an exercise price of $8.75 per share, which expire on February 6,
2010.

(21) Includes warrants to purchase an aggregate of 781,429 shares of common stock.
MATERIAL CHANGES

On June 12, 2006, we effected a one-for-seven reverse split of our outstanding shares of common stock. As a result of the Reverse Stock Split,
each holder of seven shares of common stock immediately prior to June 12, 2006 became the holder of one share of common stock. In addition,
all outstanding options, warrants, convertible notes or other rights convertible into or exercisable for shares of common stock were adjusted in
accordance with their terms and pursuant to the ratio of the Reverse Stock Split. The total number of outstanding shares of common stock after
giving effect to the Reverse Stock Split is approximately 8.0 million shares.

Selected Financial Data

The following selected consolidated financial data reflects the impact of the one-for-seven reverse stock split that occurred on June 12, 2006 on
our previously filed consolidated financial statements which are incorporated by reference into this prospectus:

Three Months
Ended March 31, Year Ended December 31,

(in thousands, except per share data) 2006 2005 2005 2004 2003 2002 2001
Consolidated Statement of Operations Data:
Revenues $ 3,916 $ 5,276 $ 20,650 $ 22,925 $ 9,633 $ 43,724 $ 36,119
Loss from continuing operations (a) (5,308) (3,189) (13,720) (9,720) (11,015) (30,859) (670,197)
Basic income (loss) per common share from continuing
operations $ (0.74) $ (0.53) $ (2.18) $ (2.30) $ (4.92) $ 38.67 $ (489.25)
Diluted loss per common share from continuing
operations (b) $ (0.74) $ (0.53) $ (2.18) $ (2.30) $ (4.92) $ (17.90) $ (489.25)
Weighted average common shares outstanding:
Basic 7,178 5,995 6,296 4,227 2,239 1,715 1,385
Diluted 7,178 5,995 6,296 4,227 2,239 1,724 1,385

(a) Effective January 1, 2002, we adopted the provisions of Statement of Financial Accounting Standards (�SFAS�) No. 142, Goodwill and
Other Intangible Assets, and ceased amortization of goodwill.

(b) Diluted loss per common share for the year ended December 31, 2002 excludes preferred stock dividends and the impact from the
redemption of our preferred stock, which resulted in basic income per share from continuing operations.

As of March 31, As of December 31,
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(in thousands) 2006 2005 2005 2004 2003 2002 2001
Consolidated Balance Sheet Data:
Total assets $ 32,420 $ 37,018 $ 36,044 $ 40,345 $ 9,123 $ 18,453 $ 125,631
Long-term debt, excluding current portion $ 1,434 $ 134 $ 2,041 $ 42 $ �  $ 7,293 $ 22,255
Convertible redeemable preferred stock $ �  $ �  $ �  $ �  $ �  $ �  $ 102,180
Common stock $ 75 $ 61 $ 71 $ 61 $ 28 $ 20 $ 16
Additional paid-in capital $ 1,227,376 $ 1,222,798 $ 1,226,469 $ 1,222,576 $ 1,184,858 $ 1,170,859 $ 1,055,448
Total shareholders' equity (deficit) $ 18,630 $ 28,828 $ 22,396 $ 31,888 $ 4,421 $ 1,642 $ (91,339)
Common shares outstanding 7,466 6,127 7,072 6,091 2,770 1,949 1,605

15

Edgar Filing: VERTICALNET INC - Form S-3

Table of Contents 27



Table of Contents

PLAN OF DISTRIBUTION

The selling shareholders may, from time to time, sell any or all of their shares of common stock on any stock exchange, market, or trading
facility on which the shares are traded or in private transactions. These sales may be at fixed or negotiated prices. The selling shareholders may
use any one or more of the following methods when selling shares:

� ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;

� block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a portion of the block as
principal to facilitate the transaction;

� purchases by a broker-dealer as principal and resale by the broker-dealer for its account;

� an exchange distribution in accordance with the rules of the applicable exchange;

� privately negotiated transactions;

� short sales;

� through the writing or settlement of options or other hedging transactions, whether through an options exchange or otherwise;

� broker-dealers may agree with the selling shareholders to sell a specified number of such shares at a stipulated price per share; and

� a combination of any such methods of sale.
The selling shareholders may also sell shares under Rule 144 under the Securities Act of 1933, as amended, if available, rather than under this
prospectus.

The selling shareholders may also engage in short sales against the box, puts and calls, and other transactions in our securities or derivatives of
our securities and may sell or deliver shares in connection with these trades.

Broker-dealers engaged by the selling shareholders may arrange for other brokers-dealers to participate in sales. Broker-dealers may receive
commissions or discounts from the selling shareholders (or, if any broker-dealer acts as agent for the purchaser of shares, from the purchaser) in
amounts to be negotiated. The selling shareholders do not expect these commissions and discounts to exceed what is customary in the types of
transactions involved. Any profits on the resale of shares of common stock by a broker-dealer acting as principal might be deemed to be
underwriting discounts or commissions under the Securities Act of 1933, as amended. Discounts, concessions, commissions, and similar selling
expenses, if any, attributable to the sale of shares will be borne by a selling shareholder. The selling shareholders may agree to indemnify any
agent, dealer, or broker-dealer that participates in transactions involving sales of the shares if liabilities are imposed on that person under the
Securities Act of 1933, as amended.

In connection with the sale of our common stock or interests therein, the selling shareholders may enter into hedging transactions with
broker-dealers or other financial institutions, which may in turn engage in short sales of the common stock in the course of hedging the positions
they assume. The selling shareholders may also sell shares of our common stock short and deliver these securities to close out their short
positions, or loan or pledge the common stock to broker-dealers that in turn may sell these securities. The selling shareholders may also enter
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The selling shareholders may from time to time pledge or grant a security interest in some or all of the shares of common stock owned by them
and, if they default in the performance of their secured obligations, the pledgees or secured parties may offer and sell the shares of common
stock from time to time under this prospectus after we have filed an amendment to this prospectus under Rule 424(b)(3) or other applicable
provision of the Securities Act of 1933, as amended, amending the list of selling shareholders to include the pledgee, transferee, or other
successors in interest as selling shareholders under this prospectus.

The selling shareholders also may transfer the shares of common stock in other circumstances, in which case the transferees, pledgees, or other
successors in interest will be the selling beneficial owners for purposes of this prospectus and may sell the shares of common stock from time to
time under this prospectus after we have filed an amendment to this prospectus under Rule 424(b)(3) or other applicable provision of the
Securities Act of 1933, as amended, amending the list of selling shareholders to include the pledgee, transferee, or other successors in interest as
selling shareholders under this prospectus.

The selling shareholders and any broker-dealers or agents that are involved in selling the shares of common stock may be deemed to be
�underwriters� within the meaning of the Securities Act of 1933, as amended, in connection with such sales. In such event, any commissions
received by such broker-dealers or agents and any profit on the resale of the shares of common stock purchased by them may be deemed to be
underwriting commissions or discounts under the Securities Act of 1933, as amended.

We are required to pay all fees and expenses incident to the registration of the shares of common stock. We have agreed to indemnify the selling
shareholders against certain losses, claims, damages, and liabilities, including liabilities under the Securities Act of 1933, as amended.

The selling shareholders have advised us that they have not entered into any agreements, understandings, or arrangements with any underwriters
or broker-dealers regarding the sale of their shares of common stock, nor is there an underwriter or coordinating broker acting in connection with
a proposed sale of shares of common stock by any selling shareholder. If we are notified by any selling shareholder that any material
arrangement has been entered into with a broker-dealer for the sale of shares of common stock, if required, we will file a supplement to this
prospectus. If the selling shareholders use this prospectus for any sale of the shares of common stock, they will be subject to the prospectus
delivery requirements of the Securities Act of 1933, as amended.

The anti-manipulation rules of Regulation M under the Securities Exchange Act of 1934, as amended, may apply to sales of our common stock
and activities of the selling shareholders.

LEGAL MATTERS

The validity of the securities offered by this prospectus will be passed upon for us by Morgan, Lewis & Bockius LLP, Philadelphia,
Pennsylvania.

EXPERTS

The consolidated financial statements and schedule of Verticalnet, Inc. as of December 31, 2005 and 2004, and for each of the years in the
three-year period ended December 31, 2005, have been incorporated by reference herein and in the registration statement in reliance upon the
report of KPMG LLP, independent registered public accounting firm, incorporated by reference herein, and upon the authority of said firm as
experts in accounting and auditing.

The financial statements of Digital Union UK Limited (predecessor to Digital Union Limited) as of December 31, 2004, and for the year then
ended, have been incorporated by reference herein and in the registration statement in reliance upon the report of H.W. Fisher & Company,
independent auditors, incorporated by reference herein, given on the authority of said firm as experts in accounting and auditing.

ABOUT THIS PROSPECTUS

No person has been authorized to give any information or to make any representations other than those contained in this prospectus in
connection with the offering made hereby, and if given or made, such information or representations must not be relied upon as having been
authorized by Verticalnet, Inc., any selling shareholder, or by any other person. Neither the delivery of this prospectus nor any sale made
hereunder shall, under any circumstances, create any implication that information herein is correct as of

Edgar Filing: VERTICALNET INC - Form S-3

Table of Contents 30



17

Edgar Filing: VERTICALNET INC - Form S-3

Table of Contents 31



Table of Contents

any time subsequent to the date hereof. This prospectus does not constitute an offer to sell or a solicitation of an offer to buy any security other
than the securities covered by this prospectus, nor does it constitute an offer to or solicitation of any person in any jurisdiction in which such
offer or solicitation may not lawfully be made.

WHERE YOU CAN FIND MORE INFORMATION

The SEC permits us to �incorporate by reference� the information we file with them, which means that we can disclose important information to
you by referring you to those documents. The information incorporated by reference is considered to be part of this prospectus, and information
that we file with the SEC after the date of this prospectus will automatically update and supersede this information. However, any information
contained herein shall modify or supersede information contained in documents we filed with the SEC before the date of this prospectus.

We incorporate by reference the documents listed below and any future filings made with the SEC under Section 13(a), 13(c), 14, or 15(d) of the
Securities Exchange Act of 1934, as amended, until the offering is completed:

(a) Our Annual Report on Form 10-K for the fiscal year ended December 31, 2005 (including portions of our definitive Proxy Statement
for the 2006 Annual Meeting of Shareholders incorporated by reference therein);

(b) Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2006;

(c) Our Current Reports on Form 8-K, filed with the SEC on January 6, 2006, February 3, 2006, February 16, 2006 (other than
information furnished pursuant to Item 2.02 and the related exhibit), March 7, 2006, March 23, 2006, April 11, 2006, May 1,
2006, May 19, 2006, June 7, 2006, June 14, 2006 and July 6, 2006;

(d) The financial information contained in our current report on Form 8-K, as amended, filed with the SEC on October 7, 2005; and

(e) The description of our common stock contained in a registration statement filed on Form 8-A under the Securities Exchange Act of
1934 filed on January 19, 1999, including any amendment or report filed for the purpose of updating such description.

If you request a copy of any or all of the documents incorporated by reference by written or oral request, then we will send to you the copies you
requested at no charge. However, we will not send exhibits to such documents, unless such exhibits are specifically incorporated by reference in
such documents. You should direct requests for such copies to Verticalnet, Inc., 400 Chester Field Parkway, Malvern, Pennsylvania 19355,
Attention: Christopher G. Kuhn, (610) 240-0600. These documents are publicly available, free of charge, on our website at
www.verticalnet.com.

In addition, we file reports, proxy statements, and other information with the SEC under the Securities Exchange Act of 1934. You may read and
copy any materials we file with the SEC at the SEC�s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549.

You may also obtain copies of this information by mail from the Public Reference Section of the SEC at 100 F Street, N.E., Washington, D.C.
20549, at prescribed rates. Further information on the operation of the SEC�s Public Reference Room in Washington, D.C. can be obtained by
calling the SEC at 1-800-SEC-0330.

The SEC maintains a website that contains all information filed electronically by us. The address of the SEC�s Web site is http://www.sec.gov.
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WE HAVE NOT AUTHORIZED ANY PERSON TO MAKE A STATEMENT THAT DIFFERS FROM WHAT IS IN THIS
PROSPECTUS. IF ANY PERSON DOES MAKE A STATEMENT THAT DIFFERS FROM WHAT IS IN THIS PROSPECTUS, YOU
SHOULD NOT RELY ON IT. THIS PROSPECTUS IS NOT AN OFFER TO SELL, NOR IS IT SEEKING AN OFFER TO BUY,
THESE SECURITIES IN ANY STATE IN WHICH THE OFFER OR SALE IS NOT PERMITTED. THE INFORMATION IN THIS
PROSPECTUS IS COMPLETE AND ACCURATE AS OF ITS DATE, BUT THE INFORMATION MAY CHANGE AFTER THAT
DATE.

VERTICALNET, INC.

2,000,000 SHARES

OF COMMON STOCK

PROSPECTUS

_________, 2006

Edgar Filing: VERTICALNET INC - Form S-3

Table of Contents 33



Table of Contents

PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.
The following table sets forth the expenses of the issuance and distribution of the securities offered hereby, all of which will be paid by
Verticalnet, Inc.

Registration fee $ 256
Printing fees 3,000
Legal fees 15,000
Accountant fees 10,000
Miscellaneous 2,000

Total $ 30,256

All expenses are estimated except for the Registration fee.

ITEM 15. INDEMNIFICATION OF DIRECTORS AND OFFICERS.
The Company�s Amended and Restated Articles of Incorporation provide that pursuant to and to the extent permitted by Pennsylvania law, the
Company�s directors shall not be personally liable for monetary damages for breach of any duty owed to the Company and its shareholders. This
provision does not eliminate the duty of care, and, in appropriate circumstances, equitable remedies such as an injunction or other forms of
non-monetary relief would remain available under Pennsylvania law. In addition, each director will continue to be subject to liability for breach
of the director�s duty of loyalty to the Company, for acts or omissions not in good faith or involving knowing violations of law, or for actions
resulting in improper personal benefit to the director. The provision also does not affect a director�s responsibilities under any other law, such as
federal securities laws or state or federal environmental laws. The Company�s Amended and Restated Bylaws provide that the Company shall
indemnify its officers and directors to the fullest extent permitted by Pennsylvania law, including some instances in which indemnification is
otherwise discretionary under Pennsylvania law. Pennsylvania law permits the Company to provide similar indemnification to employees and
agents who are not directors or officers. The determination of whether an individual meets the applicable standard of conduct may be made by
the disinterested directors, independent legal counsel or the shareholders. Pennsylvania law also permits indemnification in connection with a
proceeding brought by or in the right of the Company to procure a judgment in its favor. Insofar as indemnification for liabilities arising under
the Securities Act of 1933, as amended, may be permitted to directors, officers, or persons controlling the Company pursuant to the foregoing
provisions, the Company has been informed that in the opinion of the SEC such indemnification is against public policy as expressed in that Act
and is therefore unenforceable.

In general, any officer or director of the Company shall be indemnified by the Company against expenses including attorneys� fees, judgments,
fines, and settlements actually and reasonably incurred by that person in connection with a legal proceeding as a result of such relationship,
whether or not the indemnified liability arises from an action by or in the right of the Company, if the officer or director acted in good faith, and
in a manner believed to be in or not opposed to the Company�s best interest, and, with respect to any criminal action or proceeding, had no
reasonable cause to believe the conduct was unlawful. Such indemnity is limited to the extent that (i) such person is not otherwise indemnified
and (ii) such indemnification is not prohibited by Pennsylvania law or any other applicable law.

Any indemnification under the previous paragraph (unless ordered by a court) shall be made by the Company only as authorized in the specific
case upon the determination that indemnification of the director or officer is proper in the circumstances because that person has met the
applicable standard of conduct set forth above. Such determination shall be made (i) by the Board of Directors by
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a majority vote of a quorum of disinterested directors who are not parties to such action or (ii) if such quorum is not obtainable or, even if
obtainable a quorum of disinterested directors so directs, by independent legal counsel in a written opinion. To the extent that a director or
officer of the Company shall be successful in prosecuting an indemnity claim, the reasonable expenses of any such person and the fees and
expenses of any special legal counsel engaged to determine the possibility of indemnification shall be borne by the Company.

Expenses incurred by a director or officer of the Company in defending a civil or criminal action, suit, or proceeding shall be paid by the
Company in advance of the final disposition of such action, suit, or proceeding upon receipt of an undertaking by or on behalf of such director or
officer to repay such amount if it shall ultimately be determined that person is not entitled to be indemnified by the Company as authorized by
our Bylaws.

The indemnification and advancement of expenses provided by, or granted pursuant to, Article 8 of our Bylaws is not deemed exclusive of any
other rights to which those seeking indemnification or advancement of expenses may be entitled, both as to action in that person�s official
capacity and as to action in another capacity while holding such office.

The Board of Directors has the power to authorize the Company to purchase and maintain insurance on behalf of the Company and others to the
extent that power to do so has not been prohibited by Pennsylvania law, create any fund to secure any of its indemnification obligations and give
other indemnification to the extent permitted by law. The obligations of the Company to indemnify a director or officer under Article 8 of our
Bylaws is a contract between the Company and such director or officer and no modification or repeal of our Bylaws shall detrimentally affect
such officer or director with regard to that person�s acts or omissions prior to such amendment or repeal.

The Company has also purchased insurance for its directors and officers for certain losses arising from claims or charges made against them in
their capacities as directors and officers of the Company.

ITEM 16. EXHIBITS.
(a) The exhibits filed as part of this registration statement are as follows:

EXHIBITS

Exhibit

Number Description
  4.1 Form of Senior Secured Convertible Promissory Note (incorporated by reference to Exhibit 4.1 filed with Verticalnet, Inc.�s

Form 8-K filed with the SEC on August 18, 2005).

  4.2 Form of Amendment No. 1 to Senior Secured Convertible Promissory Note dated as of August 31, 2005 among Verticalnet,
Inc. and certain selling shareholders (incorporated by reference to Exhibit 4.1 filed with Verticalnet, Inc.�s Form 8-K filed with
the SEC on September 7, 2005).

  4.3 Registration Rights Agreement, dated as of August 16, 2005, among Verticalnet, Inc. and certain selling shareholders
(incorporated by reference to Exhibit 10.2 filed with Verticalnet, Inc.�s Form 8-K filed with the SEC on August 18, 2005).

  5.1 Opinion of Morgan, Lewis & Bockius LLP.

23.1 Consent of KPMG LLP.

23.2 Consent of H.W. Fisher & Company.

23.3 Consent of Morgan, Lewis & Bockius LLP (included in its opinion filed as Exhibit 5.1 hereto).

24.1 Power of Attorney (included on signature page to this registration statement).
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ITEM 17.  UNDERTAKINGS.
The undersigned registrant hereby undertakes:

(1) To file, during any period in which any offers or sales are being made, a post-effective amendment to this registration statement:

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933, as amended (the �Securities Act�);

(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent
post-effective amendment hereof) which, individually or in the aggregate, represent a fundamental change in the information
set forth in the registration statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered
(if the total dollar value of securities offered would not exceed that which was registered) and any deviation from the low or
high end of the estimated maximum offering range may be reflected in the form of prospectus filed with the Securities and
Exchange Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than a
20 percent change in the maximum aggregate offering price set forth in the �Calculation of Registration Fee� table in the
effective registration statement; and

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration
statement or any other material change to such information in the registration statement.

provided, however, that paragraphs (1)(i) and (1)(ii) do not apply if the information required to be included in a post-effective amendment by
those paragraphs is contained in periodic reports filed with or furnished to the Commission by the Registrant pursuant to Section 13 or
Section 15(d) of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), that are incorporated by reference in this registration
statement.

(2) That for the purpose of determining any liability under the Securities Act, each such post-effective amendment shall be deemed to be
a new registration statement relating to the securities being offered therein, and the offering of such securities at the time may be
deemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities which are being registered which remain
unsold at the termination of the offering.

(4) That for purposes of determining any liability under the Securities Act, each filing of the registrant�s annual report pursuant to
Section 13(a) or Section 15(d) of the Exchange Act (and, where applicable, each filing of an employee benefit plan�s annual report
pursuant to Section 15(d) of the Exchange Act) that is incorporated by reference in the registration statement shall be deemed to be a
new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to
be the initial bona fide offering thereof.

(5) Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers, and controlling
persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the
Securities and Exchange Commission such indemnification is against public policy as expressed by the Securities Act and is,
therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the
registrant of expenses incurred or paid by a director, officer, or controlling person of the registrant in the successful defense of any
action, suit or proceeding) is asserted by such director, officer, or controlling person in connection with the securities being
registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a
court of appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, as amended, the Registrant certifies that it has reasonable grounds to believe
that it meets all of the requirements for filing on Form S-3 and has duly caused this Registration Statement to be signed on its behalf by
the undersigned, thereunto duly authorized, in Malvern, Pennsylvania as of July 14, 2006.

VERTICALNET, INC.

By: /s/ NATHANAEL V. LENTZ
Nathanael V. Lentz

President and Chief Executive Officer
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POWER OF ATTORNEY

Each person in so signing below also makes, constitutes, and appoints Gene S. Godick and Christopher G. Kuhn and each of them acting alone,
his true and lawful attorney-in-fact, with full power of substitution, to execute and cause to be filed with the Securities and Exchange
Commission pursuant to the requirements of the Securities Act of 1933, as amended, any and all amendments and post-effective amendments to
this Registration Statement, and including any Registration Statement for the same offering that is to be effective upon filing pursuant to Rule
462(b) under the Securities Act of 1933, as amended, with exhibits thereto and other documents in connection therewith, and hereby ratifies and
confirms all that said attorney-in-fact or his substitute or substitutes may do or cause to be done by virtue hereof. Pursuant to the requirements of
the Securities Act of 1933, as amended, this Registration Statement has been signed below by the following persons in the capacities and on the
dates indicated.

Signature Title Date

/s/ Gregory G. Schott

Gregory G. Schott

Chairman of the Board and Director July 14, 2006

/s/ Nathanael V. Lentz

Nathanael V. Lentz

President, Chief Executive Officer and Director
(principal executive officer)

July 14, 2006

/s/ Gene S. Godick

Gene S. Godick

Executive Vice President and Chief Financial Officer
(principal financial officer and principal accounting
officer)

July 14, 2006

/s/ Jeffrey C. Ballowe

Jeffrey C. Ballowe

Director July 14, 2006

/s/ Michael J. Hagan

Michael J. Hagan

Director July 14, 2006

/s/ Vincent J. Milano

Vincent J. Milano

Director July 14, 2006

/s/ John N. Nickolas

John N. Nickolas

Director July 14, 2006

/s/ Mark L. Walsh

Mark L. Walsh

Director July 14, 2006

/s/ Darryl E. Wash

Darryl E. Wash

Director July 14, 2006
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EXHIBIT INDEX

Exhibit

Number Description
  4.1 Form of Senior Secured Convertible Promissory Note (incorporated by reference to Exhibit 4.1 filed with Verticalnet, Inc.�s Form

8-K filed with the SEC on August 18, 2005).

  4.2 Form of Amendment No. 1 to Senior Secured Convertible Promissory Note dated as of August 31, 2005 among Verticalnet, Inc.
and certain selling shareholders (incorporated by reference to Exhibit 4.1 filed with Verticalnet, Inc.�s Form 8-K filed with the
SEC on September 7, 2005).

  4.3 Registration Rights Agreement, dated as of August 16, 2005, among Verticalnet, Inc. and certain selling shareholders
(incorporated by reference to Exhibit 10.2 filed with Verticalnet, Inc.�s Form 8-K filed with the SEC on August 18, 2005).

  5.1 Opinion of Morgan, Lewis & Bockius LLP.

23.1 Consent of KPMG LLP.

23.2 Consent of H.W. Fisher & Company.

23.3 Consent of Morgan, Lewis & Bockius LLP (included in its opinion filed as Exhibit 5.1 hereto).

24.1 Power of Attorney (included on signature page to this registration statement).
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