
CNET NETWORKS INC
Form 10-Q
May 02, 2008
Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
(Mark One)

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the Quarterly Period Ended March 31, 2008

OR

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from              to             

Commission file number 001-33915

CNET Networks, Inc.
(Exact name of registrant as specified in its charter)

Delaware 13-3696170
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification Number)

235 Second Street, San Francisco, CA 94105

(Address of principal executive offices including zip code)

Telephone Number (415) 344-2000

(Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file reports), and (2) has been subject to
such filing requirements for the past 90 days.  YES  x    NO  ¨
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of �large accelerated filer�, �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer  x        Accelerated filer  ¨

Non-accelerated filer  ¨         (Do not check if a smaller reporting company)        Smaller reporting company  ¨

Indicate by check mark whether the registrant is shell company (as defined in Rule 12b-2 of the Exchange Act).  YES  ¨    NO  x

As of April 24, 2008 there were 152,344,141 shares of the registrant�s common stock outstanding.
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PART I. FINANCIAL INFORMATION

ITEM 1.
CNET NETWORKS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

(in thousands, except per share data)

Three Months Ended
March 31,

2008 2007
Revenues $ 91,420 $ 89,077

Operating expenses:
Cost of revenues (1) 47,707 41,892
Sales and marketing (1) 29,020 25,168
General and administrative (1) 17,905 16,046
Restructuring charges 5,071 �  
Stockholder proposals and stock option investigation related costs, net 103 4,429
Depreciation 6,849 7,059
Amortization of intangible assets 2,766 2,152

Total operating expenses 109,421 96,746

Operating loss (18,001) (7,669)

Non-operating income (expense):
Realized gain on privately-held investment 990 �  
Interest income 957 638
Interest expense (1,883) (1,346)
Other, net 1,023 301

Total non-operating income (expense) 1,087 (407)

Loss from continuing operations before income taxes (16,914) (8,076)
Income tax (benefit) expense (10,849) 182

Loss from continuing operations (6,065) (8,258)
Discontinued operations (1):
Loss from discontinued operations, net of tax (22) (860)

Net loss $ (6,087) $ (9,118)

Basic and diluted net loss per share:
Earnings per share, continuing operations $ (0.04) $ (0.05)
Earnings per share, discontinued operations �  (0.01)
Net earnings per share (0.04) (0.06)
Weighed average common shares outstanding:
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Basic and diluted 152,212 150,386
(1) Includes stock compensation expense, which was allocated as follows:
Cost of revenues $ 1,636 $ 1,680
Sales and marketing 651 842
General and administrative 2,628 2,555
Discontinued operations �  86

See accompanying Notes to Condensed Consolidated Financial Statements.
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CNET NETWORKS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

(in thousands, except per share data)

March 31,
2008

December 31,
2007 (1)

ASSETS
Current assets:
Cash and cash equivalents $ 97,739 $ 88,626
Investments in marketable debt securities 11,343 18,296
Accounts receivable, net 80,387 97,122
Deferred tax assets 34,531 23,624
Other current assets 13,672 12,758

Total current assets 237,672 240,426
Investments in marketable debt securities 4,171 510
Restricted cash 1,051 1,417
Property and equipment, net 71,473 72,547
Other assets 16,436 16,677
Deferred tax assets, long-term 188,662 188,870
Intangible assets, net 29,555 28,998
Goodwill 87,842 84,039

Total assets $ 636,862 $ 633,484

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 8,034 $ 10,518
Accrued liabilities 50,936 48,522
Deferred revenue 14,302 11,829
Current portion of long-term debt 8,932 8,860

Total current liabilities 82,204 79,729
Non-current liabilities:
Long-term debt 53,992 55,108
Other liabilities 4,670 4,464

Total liabilities 140,866 139,301

Commitments and contingencies
Stockholders� equity:
Preferred stock: $0.01 par value; 5,000 shares authorized; no shares issued or outstanding at March 31,
2008 and December 31, 2007
Common stock: $0.0001 par value; 400,000 shares authorized; 152,335 outstanding at March 31, 2008
and 152,123 outstanding at December 31, 2007 15 15
Additional paid-in capital 2,916,564 2,910,683
Accumulated other comprehensive loss (5,708) (7,727)
Treasury stock, at cost, 1,510 shares at March 31, 2008 and December 31, 2007 (30,453) (30,453)
Accumulated deficit (2,384,422) (2,378,335)
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Total stockholders� equity 495,996 494,183

Total liabilities and stockholders� equity $ 636,862 $ 633,484

(1) As more fully described in Note 1 of Notes to Condensed Consolidated Financial Statements, revised for changes to deferred tax assets,
additional paid-in capital and accumulated deficit.

See accompanying Notes to Condensed Consolidated Financial Statements.
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CNET NETWORKS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

(in thousands)

Three Months Ended
March 31,

2008 2007
Cash flows from operating activities:
Net loss $ (6,087) $ (9,118)
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 9,615 10,709
Fair value remeasurement of stock option liability instruments �  (702)
Noncash stock compensation 4,915 5,163
Other noncash items, net 222 (59)
Provision for doubtful accounts 295 363
Deferred taxes (10,416) �  
Tax benefit from exercise of stock options (104) �  
Excess tax benefits from stock-based compensation (155) �  
Gain from privately-held investment, net (990) �  
Changes in operating assets and liabilities, net of acquisitions:
Accounts receivable 16,440 13,611
Other assets (950) (2,992)
Accounts payable (2,484) (2,573)
Accrued liabilities 5,437 (2,596)
Other liabilities 207 (770)

Net cash provided by operating activities 15,945 11,036

Cash flows from investing activities:
Purchases of marketable debt securities (7,882) (6,372)
Proceeds from sales of marketable debt securities 11,425 24,161
Proceeds from sale of investment in privately-held company 1,015 �  
Cash paid for other intangible assets (52) (181)
Release of restricted cash, net 393 �  
Cash paid for acquisitions, net of cash acquired (3,884) (14,108)
Sale of leasehold improvements �  2,349
Purchases of property and equipment (7,739) (9,540)

Net cash used in investing activities (6,724) (3,691)

Cash flows from financing activities:
Proceeds from issuance of stock 1,070 6,454
Excess tax benefits from stock-based compensation 155 �  
Principal payments on borrowings (1,500) �  

Net cash provided by (used in) financing activities (275) 6,454

Net increase in cash and cash equivalents 8,946 13,799
Effect of exchange rate differences on cash and cash equivalents 167 156
Cash and cash equivalents at the beginning of the period 88,626 31,327
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Cash and cash equivalents at the end of the period $ 97,739 $ 45,282

Supplemental disclosure of cash flow information:
Interest paid $ 1,451 $ 1,369
Income taxes paid 550 260
Supplemental disclosure of noncash transactions:
Issuance of notes payable for acquisitions �  896
Asset retirement obligations on leased facilities 136 1,320

See accompanying Notes to Condensed Consolidated Financial Statements.
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CNET NETWORKS, INC.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2008

(1) BASIS OF FINANCIAL STATEMENTS

BUSINESS AND BASIS OF PRESENTATION

CNET Networks, Inc. (�CNET Networks� or �the Company�) is an interactive media company that builds brands for people and the things they are
passionate about, such as gaming, music, entertainment, technology, business, food and parenting. The Company�s leading brands include BNET,
CNET, GameSpot, TV.com, CHOW, ZDNet, TechRepublic, MP3.com and UrbanBaby. CNET Networks has a strong presence in the U.S., Asia
and Europe. CNET Networks was incorporated in the state of Delaware in December 1992.

In the opinion of management, the accompanying unaudited condensed consolidated financial statements reflect all adjustments, consisting only
of normal recurring adjustments, except as otherwise indicated, considered necessary for a fair presentation of the financial condition, results of
operations and cash flows for the periods presented. These condensed financial statements should be read in conjunction with the audited
consolidated financial statements included in CNET Networks� Annual Report on Form 10-K for the year ended December 31, 2007, as filed
with the Securities and Exchange Commission (�SEC�), which contains additional financial and operating information and information concerning
the significant accounting policies followed by CNET Networks.

The condensed consolidated results of operations for the three months ended March 31, 2008 are not necessarily indicative of the results to be
expected for the year ending December 31, 2008 or any other future period.

SIGNIFICANT ACCOUNTING POLICIES

There have been no significant changes in CNET Networks� significant accounting policies during the three months ended March 31, 2008 as
compared to what was previously disclosed in CNET Networks� Annual Report on 10-K for the year ended December 31, 2007.

CONCENTRATION OF CREDIT RISK

Financial instruments potentially subjecting CNET Networks to concentrations of credit risk consist primarily of cash equivalents, marketable
debt securities and trade accounts receivable. CNET Networks invests excess cash in low risk, highly liquid instruments with major financial
institutions with high credit standing. The majority of CNET Networks� accounts receivable is derived from sales to advertising agencies, located
in the U.S. CNET Networks closely monitors its outstanding receivable balances on an ongoing basis.

Revenues from one customer, Google, Inc., were 11% and 13% of total revenues for the three months ended March 31, 2008 and 2007,
respectively. There were no customers that accounted for more than 10% of net accounts receivable at March 31, 2008.

INCOME TAXES

The Company records its interim worldwide provision for income taxes consistent with accounting principles generally accepted in the United
States (�GAAP�) by computing an effective income tax rate on forecast pretax accounting income for the year and applying that rate to actual
pretax accounting income for the interim reporting period. Interim income tax expense is further adjusted for certain discrete items. Significant
judgment is required to determine the Company�s worldwide income tax provision. The Company�s 2007 worldwide income tax expense for
interim periods was calculated on a discrete basis (i.e., based on actual period-to-date results), for all jurisdictions except China and Russia.

The Company anticipates that the effective tax rate for 2008 will be significantly higher than in years prior to 2007, due to full recognition of tax
expense (benefit) on U.S. net pretax profits (losses) at U.S. federal and state statutory rates, further increased due to continued nonrecognition of
tax benefits associated with losses in certain foreign jurisdictions and changes to the valuation allowance due to expiring U.S. loss carryforwards
in 2008. Despite the anticipated increase in the effective tax rate, the Company expects that cash payments for U.S. federal and state income
taxes will continue to be nominal over the next several years as the Company has significant net operating loss carryforwards to utilize against
current income taxes.
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The effective tax rate could fluctuate significantly on a quarterly basis and could be adversely affected by various factors, including, but not
limited to:

� Changes in the assessment of the Company�s ability to utilize expiring loss carryforwards in the current year and other circumstances
that might affect the valuation of our deferred tax assets or liabilities; or

� Changes in tax laws, regulations, accounting principles, or interpretations thereof.
In addition, CNET Networks is subject to periodic examination of the Company�s income tax returns by the Internal Revenue Service and other
tax authorities. The Company regularly assesses the likelihood of adverse outcomes resulting from these examinations to determine the
adequacy of the provision for income taxes.

REVISION OF DECEMBER 31, 2007 CONSOLIDATED FINANCIAL STATEMENTS

CNET Networks determined in the first quarter of 2008 that at December 31, 2007, it had incorrectly included in deferred tax assets $4.8 million
primarily related to cancelled or expired stock options. The adjustment to deferred tax assets is not material to the consolidated financial position
and results of operations as of December 31, 2007 and the year then ended. However, because the adjustment would be material to the
condensed consolidated financial statements as of March 31, 2008 and the three months then ended as well as to the expected results of
operations for the year ending December 31, 2008, the Company will revise the Consolidated Financial Statements as of December 31, 2007 and
the year then ended in connection with the filing of the Annual Report on Form 10-K for the year ending December 31, 2008. The Company has
revised deferred tax assets, additional paid-in capital and accumulated deficit in the Condensed Consolidated Balance Sheet at December 31,
2007 included herein as follows:

(in thousands) As Reported As Revised
Deferred tax assets $ 23,745 $ 23,624
Deferred tax assets, long-term 193,549 188,870
Additional paid-in capital 2,911,512 2,910,683
Accumulated deficit (2,374,364) (2,378,335)

The effect of this revision to the December 31, 2007 Statement of Operations, not included herein, is as follows:

(in thousands, except per share data) As Reported As Revised
Income tax benefit $ (178,718) $ (174,748)
Income from continuing operations 196,243 192,273
Net Income 176,475 172,505

Basic net income per share:
Earnings per share, continuing operations $ 1.30 $ 1.27
Net earnings per share 1.17 1.14

Diluted net income per share:
Earnings per share, continuing operations $ 1.29 $ 1.26
Net earnings per share 1.16 1.13

RECENT ACCOUNTING PRONOUNCEMENTS

In February 2007, the Financial Accounting Standards Board (�FASB�) issued Statement of Financial Accounting Standards (�SFAS�) No. 159, The
Fair Value Option for Financial Assets and Financial Liabilities � Including an amendment to FASB Statement No. 115, (�SFAS 159�). SFAS 159
expands the use of fair value accounting but does not affect existing standards which require assets or liabilities to be carried at fair value. The
objective of SFAS 159 is to improve financial reporting by providing companies with the opportunity to mitigate volatility in reported earnings
caused by measuring related assets and liabilities differently without the need to apply complex hedge accounting provisions. Under SFAS 159,
a company may elect to use fair value to measure eligible items at specified election dates and report unrealized gains and losses on items for
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which the fair value option has been elected in earnings at each subsequent reporting date. Eligible items include, but are not limited to, accounts
and loans receivable, available-for-sale and held-to-maturity securities, equity method investments, accounts payable, guarantees, issued debt
and firm commitments. If elected, SFAS 159 is effective for fiscal years beginning after November 15, 2007. The adoption of SFAS 159 in the
first quarter of 2008 did not impact the Company�s consolidated financial position, results of operations or cash flows.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (�SFAS 157�). SFAS 157 defines fair value, establishes a
framework and gives guidance regarding the methods used for measuring fair value and expands disclosures about fair value measurements.
SFAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007 and interim periods of those fiscal
years. In February 2008, the FASB released a FASB Staff Position (FSP FAS 157-2�Effective Date of
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FASB Statement No. 157) which delays the effective date of SFAS 157 for all nonfinancial assets and nonfinancial liabilities, except those that
are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually) to fiscal years beginning after
November 15, 2008. The partial adoption of SFAS 157 for financial assets and liabilities did not have a material impact on our consolidated
financial position, results of operations or cash flows. The Company is currently evaluating the impact that SFAS 157 relating to nonfinancial
assets and nonfinancial liabilities will have on its consolidated financial statements (see Note 5, Fair Values of Assets and Liabilities).

In December 2007, the FASB issued SFAS No. 141 (revised), Business Combinations (�SFAS 141(R)�). The standard changes the accounting for
business combinations including the measurement of acquirer shares issued in consideration for a business combination, the recognition of
contingent consideration, the accounting for preacquisition gain and loss contingencies, the recognition of capitalized in-process research and
development, the accounting for acquisition-related restructuring cost accruals, the treatment of acquisition related transaction costs and the
recognition of changes in the acquirer�s income tax valuation allowance. SFAS 141(R) is effective for fiscal years beginning after December 15,
2008, with early adoption prohibited. CNET Networks is currently evaluating the impact that the pending adoption of SFAS 141(R) will have on
its consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB
No. 51 (�SFAS 160�). The standard changes the accounting for noncontrolling (minority) interests in consolidated financial statements including
the requirements to classify noncontrolling interests as a component of consolidated stockholders� equity and the elimination of �minority interest�
accounting in results of operations with earnings attributable to noncontrolling interests reported as part of consolidated earnings. Additionally,
SFAS 160 revises the accounting for both increases and decreases in a parent�s controlling ownership interest. SFAS 160 is effective for fiscal
years beginning after December 15, 2008, with early adoption prohibited. CNET Networks is currently evaluating the impact that the pending
adoption of SFAS 160 will have on its consolidated financial statements.

RECLASSIFICATIONS

Upon the sale of the Webshots business in October 2007, all results for the Webshots business were reclassified for all periods from continuing
operations to a discontinued operation presentation.

(2) ACQUISITIONS

Acquisitions

During the three months ended March 31, 2008, CNET Networks acquired an online auto site in China that will serve to expand the auto
category in China. Purchase consideration for this acquisition was as follows:

(in thousands)
Cash $ 3,690
Deferred consideration 2,385
Direct acquisition costs 91

Purchase consideration $ 6,166

Under the terms of the agreement, CNET Networks paid an aggregate purchase price totaling $6.2 million, consisting of $3.7 million paid in
cash, $91,000 in direct acquisition costs and $2.4 million of deferred consideration due within ten months after the initial payment.

The results of operations of this acquisition, which were not material to CNET Networks� consolidated results, have been included in the
statement of operations from the date of acquisition.
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For the three months ended March 31, 2008 the purchase consideration of this acquisition has been allocated to the estimated fair values of the
assets acquired and liabilities assumed at the date of the acquisition as follows:

(in thousands)
Acquired Assets
and Liabilities

Weighted
Average Life

Fair value of assets acquired $ 72
Amortizable intangible assets:
Tradenames and trademarks 1,040 6 years
Existing relationships 1,743 6 years
Content 176 2 years
Goodwill 3,135

Total assets acquired 6,166
Liabilities assumed �  

Net assets acquired $  6,166

The $3.1 million excess purchase consideration over the fair value of the net assets acquired in first quarter 2008 was allocated to goodwill and
is deductible for tax purposes. Goodwill is not amortized and is tested for impairment at least annually.

(3) STOCKHOLDER PROPOSALS AND STOCK OPTION INVESTIGATION RELATED COSTS, INVESTMENT-RELATED
ACTIVITY AND DISCONTINUED OPERATIONS

Stockholder Proposals and Stock Option Investigation Related Costs

During the three months ended March 31, 2008, the Company incurred $2.0 million of costs related to stockholder proposals and $0.3 million of
expenses related to the Company�s now concluded stock option investigation offset by a $2.2 million insurance reimbursement for legal expenses
associated with the now concluded stock option investigation. Stock option investigation costs for the three months ended March 31, 2007 were
$4.4 million. Expenses associated with the stockholder proposals consist of costs for external legal, financial advisory and other services relating
to stockholder proposals and related litigation (see Note 11, Commitments and Contingencies).

Investment-Related Activity

Non-operating income for the three months ended March 31, 2008 included a gain on an investment of $1.0 million. This gain related to the
redemption of preferred stock in a privately-held company acquired by CNET Networks in 2006.

Discontinued Operations

Discontinued operations related to the sale of CNET Networks� Webshots business in October 2007 to AG.com, Inc. (�AG�), a subsidiary of
American Greetings Corporation. Webshots was a reporting unit within the U.S. Media reporting segment. In accordance with the provisions of
SFAS No. 144, Accounting for Impairment or Disposal of Long-Lived Assets, CNET Networks has accounted for this disposal as a discontinued
operation. The results of operations for the Webshots business for the three months ended March 31, 2008 and 2007 are reported in discontinued
operations. In connection with the sale, CNET Networks provided certain transition services to AG for an interim period.
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The following is summarized financial information for discontinued operations:

Three Months Ended March 31,
2008 2007

(in thousands, except per share data)
Revenues $ 3 $ 3,020

Net operating loss from discontinued operations $ 3 $ (860)
Gain on sale (25) �  
Tax benefit �  �  

Loss from discontinued operations, net of tax $ (22) $ (860)

Basic and diluted loss per share, discontinued operations $ �  $ (0.01)

(4) INTANGIBLE ASSETS AND GOODWILL

Acquired Intangible Assets

The following table sets forth the amount of intangible assets that are subject to amortization, including the related accumulated amortization:

March 31, 2008 December 31, 2007
Gross Carrying

Amount
Accumulated
Amortization

Net Carrying
Amount

Net Carrying
Amount

(in thousands)
Tradenames and trademarks $ 20,794 $ (9,334) $ 11,460 $ 11,016
Existing relationships 12,182 (3,092) 9,090 7,799
Developed technology 1,608 (1,026) 582 1,138
Content 11,091 (4,467) 6,624 7,122
Other 3,572 (1,773) 1,799 1,923

Total intangible assets, net $ 49,247 $ (19,692) $ 29,555 $ 28,998

Intangible assets that are subject to amortization are amortized on a straight-line basis and have original estimated useful lives as follows:
tradenames and trademarks, two to fifteen years; existing relationships, three to seven years; developed technology, two to four years; content,
one to six years; and other, one to five years. Useful lives are reviewed regularly to ensure that a change in circumstances has not occurred that
would result in a change in useful life.

Estimated future amortization expense related to intangible assets at March 31, 2008 was as follows:

(in thousands)
Remainder of 2008 $ 6,791
2009 7,183
2010 6,139
2011 4,859
2012 2,628
2013 1,737
Thereafter 218
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$ 29,555

10

Edgar Filing: CNET NETWORKS INC - Form 10-Q

Table of Contents 17



Table of Contents

Goodwill

The following table sets forth the changes in goodwill by reporting segment for the three months ended March 31, 2008:

(in thousands)
U.S.

Media
International

Media Total
Balances as of December 31, 2007 $ 44,215 $ 39,824 $ 84,039
Acquisitions �  3,135 3,135
Foreign currency translation adjustments �  668 668

Balances as of March 31, 2008 $ 44,215 $ 43,627 $ 87,842

(5) FAIR VALUES OF ASSETS AND LIABILITIES

CNET Networks adopted SFAS 157 on January 1, 2008 for financial assets and liabilities measured or disclosed at fair value on a recurring
basis. SFAS 157 establishes a framework for measuring fair value and expands disclosure requirements. In accordance with SFAS 157, CNET
Networks groups financial assets and financial liabilities measured at fair value in three levels, based on the markets in which the financial assets
and liabilities are traded and the inputs and assumptions used to determine fair value. These levels are:

� Level 1 - Valuation is based upon quoted prices for identical instruments traded in active markets. Level 1 instruments include
securities traded on active exchange markets, such as the New York Stock Exchange.

� Level 2 - Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active and model-based valuation techniques for which all significant assumptions are observable
in the market.

� Level 3 - Valuation is generated from model-based techniques that use significant assumptions not observable in the market. These
unobservable assumptions reflect our own estimates of assumptions market participants would use in pricing the asset or liability.

The table below presents the balances of assets and liabilities measured at fair value on a recurring basis.

Fair Value Measurements at March 31, 2008 Using

(in thousands) Total

Quoted
Prices in Active

Markets for
Identical

Assets
(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Unobservable
Inputs

(Level 3)
Cash equivalents
Money market funds $ 77,596 $ 77,596 $ �  $ �  
Commercial paper 5,078 �  5,078 �  
Investments in marketable debt
Corporate obligations 9,372 �  9,372 �  
U.S. government agency securities 6,502 �  6,502 �  

$ 98,548 $ 77,596 $ 20,952 $ �  
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The carrying value of other financial instruments, including accounts receivable, accounts payable and long-term debt, approximate fair value
due to their short maturities or variable-rate nature of the borrowings.
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(6) STOCK BASED COMPENSATION

STOCK OPTION PLANS

General Option Information

The following table summarizes stock option activity for the three months ended March 31, 2008:

Number of Share
Options

Weighted Average
Exercise Price

Weighted Average
Remaining

Contractual Term
(in thousands) (years)

Balance at December 31, 2007 19,132 $ 9.19 7.43

Granted 115 8.39
Exercised (146) 4.62
Forfeited or expired (843) 9.97

Balance at March 31, 2008 18,258 $ 9.18 7.20

Valuation Information under SFAS 123(R)

The weighted-average estimated grant date fair value of employee stock options granted during the three months ended March 31, 2008 and
2007 was $4.28 and $4.51 per share, respectively. The fair value of stock options granted under stock-based compensation plans was estimated
using the Black-Scholes option pricing model with the following weighted-average assumptions for grants during the three months ended
March 31, 2008 and 2007:

Three Months Ended March 31,
2008 2007

Stock options:
Dividend yield 0% 0%
Expected volatility 61.3-71.8% 50.2-59.3%
Risk-free interest rate 2.2-3.0% 4.7-4.9%
Expected life (in years) 4.1-4.6 3.7-4.6
Employee Stock Purchase Plan:
Dividend yield 0% 0%
Expected volatility 47.8-48.5% 40.4%
Risk-free interest rate 3.49% 5.0%
Expected life (in years) 0.25-0.5 0.39

CNET Networks estimates the volatility of its common stock by using a combination of historical and implied volatility of market-traded
options. CNET Networks� decision to use implied volatility was based upon the availability of actively traded options on its common stock and
the assessment that implied volatility is more representative of future stock price trends than historical volatility.

The risk-free interest rate assumption is based upon U.S. Treasury bond rates appropriate for the term of CNET Networks� employee stock
options. The dividend yield assumption is based on CNET Networks� history and current expectation of no dividend payouts.

The expected option term is estimated by analyzing the historical period from grant to settlement of the option which includes exercise and
post-vesting cancellation, also considering the expected holding period for those options that are still outstanding.

As of March 31, 2008, there was $36.6 million of unrecognized compensation cost adjusted for estimated forfeitures related to non-vested
stock-based payment awards granted under option plans. That cost is expected to be recognized over a weighted-average period of 2.7 years.
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(7) RESTRUCTURING CHARGES

On March 26, 2008, management announced a plan to implement a workforce realignment to more appropriately allocate resources to the
Company�s key strategic initiatives. The workforce realignment was the result of the continued implementation of the Company�s established
business plan to focus on long-term growth and success. This workforce realignment eliminated approximately 120 positions in the U.S. Media
reporting segment. This realignment allows the Company to put greater emphasis on its strategic priorities, which include focusing on its leading
brands, driving greater efficiencies throughout the business, and reducing costs.

As of March 31, 2008, pre-tax restructuring charges from the workforce realignment were $5.1 million, including $4.7 million for severance
benefits and $0.4 million related to contract termination and non-personnel costs including outplacement, legal and other services. As of
March 31, 2008, cash payments of $0.4 million for severance had been made and accruals of $4.3 million and $0.4 million for severance and
other non-personnel costs, respectively, were included in accrued liabilities in the consolidated balance sheet. The costs associated with this
restructuring are reflected in the consolidated statement of operation as �restructuring charges� and are a component of operating loss. The
Company does not expect any significant charges to be recorded in subsequent periods related to this realignment and the restructuring is
expected to be completed by the third quarter of 2008.

(8) NET LOSS PER SHARE

The following table sets forth the computation of net loss per share:

Three Months Ended
March 31,

2008 2007
(in thousands, except per share data)
Net loss $ (6,087) $ (9,118)

Weighted average common shares outstanding - basic and diluted 152,212 150,386

Basic and diluted loss per common share $ (0.04) $ (0.06)

Basic net income (loss) per share is computed using the weighted average number of outstanding shares of common stock and diluted net
income per share is computed using the weighted average number of shares of common stock and dilutive potential common shares outstanding
during the period. Potential common shares that are anti-dilutive are excluded from the computation of diluted net income (loss) per share.

SFAS No. 128, Earnings per Share, requires that employee equity share options, nonvested shares and similar equity instruments granted by
CNET Networks be treated as potential common shares outstanding in computing diluted earnings per share. Diluted shares outstanding include
the dilutive effect of in-the-money options which is calculated based on the average share price for each period using the treasury stock method.
Under the treasury stock method, the amount the employee must pay for exercising stock options, the amount of compensation cost for future
service that CNET Networks has not yet recognized and the amount of benefits that would be recorded in additional paid-in capital when the
award becomes deductible are assumed to be used to repurchase shares.

13

Edgar Filing: CNET NETWORKS INC - Form 10-Q

Table of Contents 22



Table of Contents

(9) COMPREHENSIVE LOSS

The components of other comprehensive loss for the three months ended March 31, 2008 and 2007 are as follows:

Three Months Ended
March 31,

(in thousands) 2008 2007
Net loss $ (6,087) $ (9,118)
Other comprehensive income (loss):
Unrealized gains (losses) �  32
Foreign currency translation gain (loss) 2,019 (416)

Comprehensive loss $ (4,068) $ (9,502)

(10) SEGMENTS

U.S. Media reporting segment consists of an online media network focused on topics that people are highly interested in such as technology,
entertainment, lifestyle and business. International Media reporting segment includes media properties under several of the same brands as the
Company�s sites in the U.S., with additional brands represented in markets such as China, France, Germany and the United Kingdom and several
print publications in China.

Summarized information by segment from the internal management reports is as follows:

(in thousands)
U.S.

Media
International

Media Other Total
Three Months Ended March 31, 2008
Revenues $ 69,000 $ 22,420 $ �  $ 91,420
Operating expenses 64,597 25,120 19,704 109,421

Operating income (loss) $ 4,403 $ (2,700) $ (19,704) $ (18,001)

Three Months Ended March 31, 2007
Revenues $ 71,218 $ 17,859 $ �  $ 89,077
Operating expenses 57,685 20,344 18,717 96,746

Operating income (loss) $ 13,533 $ (2,485) $ (18,717) $ (7,669)

Since operating loss before depreciation and amortization expenses, stock compensation expense, restructuring charges, stockholder proposals
and stock option investigation related costs, net, is the measure of operating performance that management uses for making decisions and
allocating resources, these costs are not allocated across segments. These unallocated operating costs are included in �Other� in the tables above.

Three Months Ended
March 31,

(in thousands) 2008 2007
Depreciation $ 6,849 $ 7,059
Amortization of intangible assets 2,766 2,152
Stock compensation 4,915 5,077
Restructuring charges 5,071 �  
Stockholder proposals and stock option investigation related costs, net 103 4,429
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$ 19,704 $ 18,717

Assets are not allocated to segments for internal reporting purposes. Segment operating income before depreciation and amortization expenses,
stock compensation expense, restructuring charges, stockholder proposals and stock option investigation related costs, net, should not be
considered a substitute for operating income, net income, cash flows or other measures of financial performance prepared in accordance with
GAAP.
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(11) COMMITMENTS AND CONTINGENCIES

Class Action Suits

A Consolidated Amended Complaint, which is now the operative complaint, was filed in the United States District Court for the Southern
District of New York on April 19, 2002. The complaint names as defendants certain individuals, investment banks that were the underwriters of
the public offering of ZDNet series of Ziff-Davis stock (the ZDNet Offering) and CNET Networks as successor in liability to Ziff-Davis. The
complaint alleges violations of the Securities Act of 1933 and the Securities Exchange Act of 1934. The claims against the individuals have been
dismissed without prejudice. The complaint alleges the receipt of excessive and undisclosed commissions by the underwriters in connection with
the allocation of shares of common stock to certain investors in the ZDNet Offering and agreements by those investors to make additional
purchases of stock in the aftermarket at pre-determined prices. Plaintiffs allege that the prospectus for the ZDNet Offering was false and
misleading and in violation of the securities laws because it did not disclose the arrangements. The action seeks damages in an unspecified
amount. The action is being coordinated with over 300 nearly identical actions filed against other companies and their underwriters. On
February 19, 2003, the Court granted the Company�s motion to dismiss the Section 10(b) claim and denied the motion to dismiss the Section 11
claim.

On December 5, 2006, the Second Circuit vacated the district court�s order granting class certification in six of the approximately 300 nearly
identical actions. These six cases are the class certification �focus cases,� which were selected by plaintiffs and do not include the Company. The
focus cases are intended to serve as test cases and the district court�s decisions with respect to the focus cases are intended to serve as strong
guidance for the parties in the remaining cases. The Second Circuit rejected the plaintiffs� petition for rehearing, but noted that plaintiffs could
ask the district court to certify more narrow classes than those that were rejected. On August 14, 2007, the plaintiffs filed amended complaints in
the six focus cases. On September 27, 2007, the plaintiffs moved to certify a class in the six focus cases. On November 14, 2007, the issuers and
the underwriters named as defendants in the six focus cases filed motions to dismiss the amended complaints against them. On March 26, 2008,
the district court dismissed the Securities Act claims of those members of the putative classes in the focus cases who sold their securities for a
price in excess of the initial offering price and those who purchased outside the previously certified class period. With respect to all other claims,
the motions to dismiss were denied. The Company is awaiting a decision from the Court on the class certification motion. CNET Networks
cannot predict the impact of this litigation on its business, financial condition and results of operations or cash flows.

Shareholder Derivative Suits

The Company is named as a nominal defendant in two sets of consolidated derivative actions, one pending in the United States District Court for
the Northern District of California (In re CNET Networks, Inc. Shareholder Derivative Litigation) and one pending in San Francisco County
Superior Court (In re CNET Networks, Inc. Derivative Shareholder Litigation). In each case, the plaintiffs have alleged that certain of the
Company�s current and former officers and directors caused the Company to backdate employee stock option grants.

The complaints, which purport to have been brought on the Company�s behalf, seek to recover unspecified damages, for the Company�s benefit,
from the individual defendants. The complaints do not seek any monetary relief against the Company, although they seek an award of attorneys�
fees and costs.

The first federal court case was filed on June 19, 2006 and consolidated amended complaints were filed on November 9, 2006 and February 12,
2007. On April 11, 2007, the United States District Court for the Northern District of California dismissed the federal court complaint. On
April 30, 2007, the court granted the federal court plaintiffs leave to amend but stayed the case pending a books and records inspection. On
June 14, 2007, one of the federal court plaintiffs, together with another purported shareholder, filed a complaint in the Delaware Court of
Chancery seeking an order permitting them to inspect various CNET Networks� books and records. On November 21, 2007, the Delaware Court
of Chancery granted their request in part. On April 4, 2008, the parties notified the Court that they reached a settlement subject to
documentation, final approval by the CNET Networks� board of directors, and court approval, and filed a Joint Motion for Administrative Relief
seeking to lift the stay in order to file a motion for preliminary approval of settlement. On April 7, 2008, the Court issued an order declining to
lift the stay for purposes of considering a potential settlement, and instead directing Plaintiffs to file an amended complaint by April 24, 2008.
On April 24, 2008, Plaintiffs filed the Third Amended Consolidated Verified Shareholder Derivative Complaint. The federal court case is
currently scheduled for trial in February 2009.

The first state court case was filed on May 31, 2006 and consolidated amended complaints were filed on August 11, 2006 and November 16,
2006. On January 3, 2007, the Superior Court denied the Company�s motion to stay the state court cases, without prejudice, but extended until
further notice the Company�s time to respond to the complaint and ordered that no discovery may take
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place pending further order of the court. The state court plaintiffs have filed a motion to compel the Company to produce to them any documents
produced to the federal court plaintiffs in connection with the Delaware books and records proceeding. The motion to compel is scheduled for
hearing in May 2008. CNET Networks cannot predict the impact of this litigation on its business, financial condition and results of operations or
cash flows.

JANA Litigation

JANA Master Fund, Ltd. commenced an action in the Delaware Court of Chancery on January 7, 2008 against the Company, seeking
declaratory and injunctive relief requesting, among other things, that the court declare certain provisions of CNET Networks� bylaws invalid and
enjoin the application of such provisions, which require stockholders to have held $1,000 worth of CNET Networks� common stock for at least
one year in order to propose business or nominate directors. In addition, the complaint asks the court to compel production of certain stocklist
materials pursuant to Section 220 of the Delaware General Corporation Law. The Company answered the complaint on January 22, 2008,
denying any wrongdoing and asserting affirmative defenses and subsequently the parties resolved JANA�s claim under Section 220 and agreed to
produce certain of the items requested. On February 4, 2008, JANA filed a motion for judgment on the pleadings with respect to its request for
injunctive relief against the application of the Company�s bylaws, to the extent such bylaws would preclude JANA and certain other alleged
stockholders aligned with it from proceeding at the 2008 Annual Meeting of stockholders to (a) nominate two persons for election as Class III
directors; (b) propose that the bylaws be amended to cause an increase in the size of the board from eight to 13 directors; and (c) nominate an
additional five persons to fill the new directorships resulting from such increase. On March 13, 2008, the Delaware Court of Chancery granted
JANA�s motion for judgment on the pleadings, finding that the bylaw in question applies only to proposals and nominations a Stockholder wishes
to have included in the Company�s proxy materials and is therefore inapplicable to JANA�s nominations and proposals. The Company has
appealed that decision to the Delaware Supreme Court and oral argument on the appeal occurred on April 16, 2008. In addition, the Company�s
$250.0 million credit facility defines certain events, including a �change of control�, that would cause a default under the credit facility and permit
the lender to accelerate the maturity of any outstanding indebtedness with the lender and to terminate the facility. If the Company�s appeal is
unsuccessful, JANA�s proposals are successful and all of JANA�s nominees are elected to the Company�s board of directors, a �change of control�
may be deemed to occur under our credit facility. The Company believes JANA�s claims are without merit and intends to vigorously defend
against them.

There are no other legal proceedings to which CNET Networks is a party that are reasonably expected to be material to the Company�s business
or financial condition.

Guarantees

In conjunction with the ZDNet acquisition in 2000, CNET Networks assumed guarantees of certain lease obligations of Ziff Davis Media, Inc.
(�Ziff Davis Media�), an unaffiliated company. At March 31, 2008, two of these leases remained active; one is in Oak Brook, Illinois (the �Oak
Brook lease�) and the other is in New York City (the �New York lease�).

In December 2006, Ziff Davis Media ceased making monthly payments under the Oak Brook lease. The total lease payments and associated
operating costs due from that date through the lease termination in December 2008 is $1.2 million. In June 2007, the landlord named Ziff Davis
Media and CNET Networks as parties in a legal action seeking reimbursement under the guarantee. In 2007, CNET Networks recorded a $0.7
million loss contingency in operating expenses related to this potential loss under the lease guarantee resulting from the cessation of payments
by Ziff Davis Media. On March 5, 2008 (the �Petition Date�), Ziff Davis Media filed a petition for relief under Chapter 11 of the United States
Code in the United States Bankruptcy Court for the Southern District of New York (the �Bankruptcy Court�). In addition, Ziff Davis Media filed a
motion to reject the Oak Brook lease. By rejecting the lease in the bankruptcy case, Ziff Davis Media would not be responsible for future lease
payments as of the Petition Date. On March 31, 2008, the court granted Ziff Davis Media�s motion to reject the Oak Brook lease. On April 21,
2008, CNET Networks filed a notice of removal of the state court proceeding to the federal court to resolve this matter in conjunction with the
Ziff Davis Media bankruptcy proceedings.

The New York lease expires in June 2019 and covers approximately 400,000 square feet of space on nine floors. CNET Networks currently
subleases one floor from Ziff Davis Media, representing approximately 49,000 square feet. Ziff Davis Media occupies one floor and has
subleased substantially all of the space on the additional seven floors. As of March 31, 2008, the total lease payments remaining until the end of
the lease term were $135.4 million, excluding the amounts attributable to the Company�s sublease with respect to the floor the Company
occupies. At March 31, 2008, the Company believes all lessees were in compliance with the terms of the lease and sublease agreements and no
leases were in default.

On April 29, 2008, Ziff Davis Media announced that it had reached agreement on a restructuring plan with an ad hoc group representing eighty
percent of its senior secured note holders which provides Ziff Davis Media with sufficient cash to fund its exit from the Chapter 11 proceedings
as well as its ongoing business plan. In the restructuring plan, the ad hoc noteholder group has agreed to set aside up to $24.5 million to fund Ziff
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including rent and utility charges for the New York lease. If the financial condition of Ziff Davis Media in bankruptcy or its sublessees were to
deteriorate and result in non-payments of rent, or if any Bankruptcy Court order were to relieve Ziff Davis Media of responsibility for lease
payments for the New York lease, CNET Networks could become liable for any shortfalls. In addition, any termination of a sublease or any
deterioration in the commercial real estate market in New York City could adversely impact the timing and lease rates received from new
sublessees of this space. Any shortfalls in lease payments resulting from vacancies, including space currently occupied by the Company and Ziff
Davis Media, as well as any sublease rental rates below amounts contractually owed by Ziff Davis Media, could adversely impact our financial
results and could result in a significant use of cash. The annual base rent for the floor currently occupied by Ziff Davis Media is $1.6 million per
year and increases to $1.8 million in 2009 and $2.0 million in 2014.

In connection with the New York lease guarantee, CNET Networks also has a letter of credit for $15.0 million outstanding as a security deposit.
As there is no present obligation to make any payments in connection with this guarantee, CNET Networks has not recorded any liability for this
guarantee in its financial statements.

ITEM 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
This report contains forward-looking statements that are subject to risks and uncertainties that could cause actual results to differ materially.
Further information about these forward-looking statements and risks associated with our business can be found in Part II, ITEM 1A �Risk
Factors�.

OVERVIEW

CNET Networks, Inc. (�CNET Networks�) is an interactive media company that builds brands for people and the things they are passionate about,
such as technology, entertainment, business and food. The Company�s leading brands include BNET, CNET, GameSpot, TV.com and CHOW.
Founded in 1992, CNET Networks has a strong presence in the United States, Asia and Europe.

We have determined that our reportable operating segments are U.S. Media and International Media. U.S. Media consists of an online media
network focused on topics that people are highly interested in, such as technology, entertainment, lifestyle and business. International Media
includes media properties under several of the same brands as our sites in the United States, with additional brands related to automotive and
women�s fashion represented in markets such as China. We also have several print publications in China focused on technology and games and
entertainment. Within these business segments, we earn revenues from:

� Marketing Services: sales of display media advertisements on our Internet network through impression-based advertising (fees
earned from the number of times an advertisement appears in pages viewed by users of our websites) and activity-based advertising
(fees earned when our users click on an advertisement or text link to visit the websites of our merchant, search, download or direct
marketing partners).

� Licensing, Fees and Users: licensing our product database and online content, subscriptions to our online services and print
publications and other paid services.

Based on our internal log data, we had an average of 161.3 million unique users per month in the first quarter of 2008 compared to 143.7 million
unique users in the first quarter of 2007. These users generated 89.7 million web page views per day during the first quarter of 2008 and
81.2 million web pages views per day during the first quarter of 2007. In the third quarter of 2007, we completed the migration of our U.S. data
reporting platforms to our international properties. As such, our user metrics now include the full effect of our new and developing properties in
China and Europe. Therefore, these user and page view statistics are not on a comparable basis for 2008 as compared to 2007.

Our focus remains on audience development and creating more engaging experiences for our users. With the addition of more video, audio and
other emerging media formats to our properties, we have changed the design on some of our sites to create a more engaging experience for our
users by reducing the number of pages a user needs to view while visiting our sites, resulting in slower page view growth than we have
historically experienced. While increases or decreases in unique users and daily average page views are not necessarily indicative of increases or
decreases in revenues, we believe that these statistics are helpful because they provide insight into the growth of the Internet as an advertising
medium resulting from increased user adoption and increased user demand for our properties in particular.
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Cost of revenues includes costs associated with the production and delivery of our Internet sites, print publications and creation of our product
database and related technology. The principal elements of cost of revenues for our operations are compensation and associated expenses for the
editorial, production and technology staff and related costs for facilities and equipment. A substantial portion of expenses included in our cost of
revenues remain consistent from period to period and do not necessarily fluctuate proportionately with fluctuations in revenues.
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Sales and marketing expenses consist primarily of compensation and related expenses, costs for facilities and advertising expenses.

General and administrative expenses consist of compensation and related expenses for executive, finance, legal and administrative personnel,
costs for facilities, professional fees and other general corporate expenses.

We evaluate our financial performance primarily on the following key measurements:

� Revenues

� Operating income
We evaluate our liquidity primarily on the following key measurements:

� Operating income before depreciation, amortization and noncash stock compensation expense

� Net cash provided by operating activities

� Free cash flow, which is net cash provided by operating activities less capital expenditures
Restructuring

On March 26, 2008, management announced a plan to implement a workforce realignment to more appropriately allocate resources to our key
strategic initiatives. The workforce realignment was the result of the continued implementation of our established business plan to focus on
long-term growth and success. This workforce realignment eliminated approximately 120 positions in the U.S. Media reporting segment. This
realignment allows us to put greater emphasis on strategic priorities, which include focusing on our leading brands, driving greater efficiencies
throughout the business and reducing costs. In connection with the workforce realignment, we are focused on realigning and streamlining
general and administrative and other central services; evolving the editorial organization to enable greater focus on content creation; innovating
the technology infrastructure, including the adoption of open application programming interfaces (APIs), and implementing other measures to
enhance greater efficiencies; simplifying our sales approach to enhance sales productivity; and implementing business unit changes to realign
resources to support strategic priorities and promote efficiencies. We expect the cost savings from this realignment and other cost savings
initiatives to be between 3% and 4% in the second quarter of 2008. A total charge of $5.1 million was recorded in the three months ended
March 31, 2008 related to this restructuring consisting of severance costs of $4.7 million, $0.2 million of contract termination costs and $0.2
million in non-personnel costs related to outplacement and legal and other services.

Revision of December 31, 2007 Consolidated Financial Statements

We determined in the first quarter of 2008 that at December 31, 2007, we had incorrectly included in deferred tax assets $4.8 million primarily
related to cancelled or expired stock options. The adjustment to deferred tax assets is not material to the consolidated financial position and
results of operations as of December 31, 2007 and the year then ended. However, because the adjustment would be material to the condensed
consolidated financial statements as of March 31, 2008 and the three months then ended as well as to the expected results of operations for the
year ending December 31, 2008, we will revise the Consolidated Financial Statements as of December 31, 2007 and the year then ended in
connection with the filing of the Annual Report on Form 10-K for the year ending December 31, 2008 (see Note 1, �Basis of Financial Statements�
in this report 10-Q for more information relating to the revision of the December 31, 2007 Consolidated Financial Statements).
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RESULTS OF OPERATIONS

Revenues

The following table sets forth our revenues for the three months ended March 31, 2008 and 2007.

Three Months Ended March 31,
2008 2007

(in thousands) Total
U.S.

Media
International

Media Total
U.S.

Media
International

Media
Revenues:
Marketing services $ 79,289 $ 58,800 $ 20,489 $ 78,659 $ 62,379 $ 16,280
Licensing, fees and users 12,131 10,200 1,931 10,418 8,839 1,579

$ 91,420 $ 69,000 $ 22,420 $ 89,077 $ 71,218 $ 17,859

Increase over prior year 3% (3)% 26%

As a Percentage of Revenues:
Marketing Services 87% 64% 23% 88% 70% 18%
Licensing, fees and users 13% 11% 2% 12% 10% 2%

100% 75% 25% 100% 80% 20%

Total Revenues. Total revenues were $91.4 million and $89.1 million for the three months ended March 31, 2008 and 2007, respectively. Total
revenues increased 3% for the quarter ended March 31, 2008 as compared to the corresponding period in 2007 due to growth in our international
revenues, partially offset by a decrease in the U.S. Media marketing services segment.

The decrease in revenues in U.S. Media resulted from a slowdown in corporate advertising spending and lower search revenues. The increase in
revenues for the International Media segment is primarily due to organic growth and, to a lesser extent, the impact of changes in exchange rates
on revenues denominated in foreign currencies and the impact of recent acquisitions.

For the three-month periods ended March 31, 2008 and 2007, $3.2 million and $3.8 million of our revenues were derived from barter
transactions, respectively. Barter transactions occur when we deliver marketing services for the marketing services of other companies. These
revenues and marketing expenses were recognized at the fair value of the advertisements delivered.

Marketing Services Revenues. Marketing services revenues were $79.3 million and $78.7 million and represented 87% and 88% of total
revenues for the three months ended March 31, 2008 and 2007, respectively. Marketing services revenues increased by $0.6 million, or 1%, for
the three months ended March 31, 2008 compared to the three months ended March 31, 2007. The increase in marketing services revenues was
driven by growth of 26% in the international media segment, with the greatest growth from China. This overall increase was partially offset by a
3% decrease of revenues in the U.S. Media segment primarily due to a decrease in search revenues for the first quarter of 2008 due to less
favorable contract terms than at the start of 2007. We are also experiencing softness in corporate advertising spending in the categories of media
and entertainment partially offset by strength from consumer electronics.

Licensing, Fees and Users. Licensing, fees and users revenues were $12.1 million and $10.4 million and represented 13% and 12% of total
revenues for the three-month periods ended March 31, 2008 and 2007, respectively. The $1.7 million, or 16%, increase in the three months
ended March 31, 2008 in the U.S. Media segment resulted from the addition of TechTracker which we purchased in the third quarter 2007 and
expanded services to some of our current customers to whom we provide our database product.

Operating Expenses

Cost of Revenues, Sales and Marketing, General and Administrative. Total cost of revenues, sales and marketing and general and administrative
expenses were $94.6 million and $83.1 million for the three months ended March 31, 2008 and 2007, representing 104% and 93% of total
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Expense and expense as a percent of revenues by reporting segment is as follows:

Three Months Ended
March 31,

(in thousands) 2008 2007
U.S. Media
Operating expenses $ 64,597 $ 57,685
Expenses as a percent of revenues 94% 81%
International Media
Operating expenses $ 25,120 $ 20,344
Expenses as a percent of revenues 112% 114%

Segment operating expenses do not include noncash stock compensation expense or restructuring charges of $5.1 million.

Noncash stock compensation expense included in our statement of operations was as follows:

Three Months Ended
March 31,

2008 2007
(in thousands)
Cost of revenues $ 1,636 $ 1,680
Sales and marketing 651 842
General and administrative 2,628 2,555

$ 4,915 $ 5,077

Restructuring Charges. On March 26, 2008, management announced a plan to implement a workforce realignment to more appropriately
allocate resources to the Company�s key strategic initiatives. This realignment impacted the U.S. Media reporting segment. As of March 31,
2008, pre-tax restructuring charges from the workforce realignment were $5.1 million, including $4.7 million for severance benefits and $0.4
million related to contract termination and non-personnel costs including outplacement, legal and other services. We do not expect significant
charges to be recorded in subsequent periods related to this realignment and the restructuring is expected to be completed by the third quarter of
2008.

Stockholder Proposals and Stock Option Investigation Related Costs, net. We incurred costs of $2.0 million related to stockholder proposals.
These expenses represent costs for outside advisors and legal counsel to assist with the preparation of proposal-related materials and the JANA
litigation (see Part II. Item 1. Legal Proceedings). We expect additional costs associated with the stockholder proposals in the next quarter, but
cannot estimate how much these expenses might be. We also incurred expenses related to our concluded investigation of our stock option
accounting practices and ongoing shareholder derivative suits of $0.3 million during the first quarter of 2008, offset by an insurance
reimbursement of $2.2 million in the three months ended March 31, 2008. For the same period in 2007, we incurred costs of $4.4 million. The
stock option investigation expenses represented costs for outside legal counsel and outside accounting experts that were engaged by management
in performing the now concluded investigation of our stock option accounting, audit fees associated with filing restated financial statements and
legal fees associated with government inquiries and the ongoing shareholder derivative suits. We expect additional expenses to be recorded in
future periods primarily in connection with the derivative lawsuits, but cannot estimate how much these expenses might be in future periods. A
portion of our legal expenses incurred related to our concluded stock option investigation and may be subject to further reimbursement under our
insurance coverage, however, the amount and timing of any reimbursement cannot be estimated.

Amortization. Intangible asset amortization expense was $2.8 million and $2.2 million for the three months ended March 31, 2008 and 2007,
respectively and increased due to the amortization of intangible assets that were acquired in 2007.
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Operating Loss

Operating loss for the three months ended March 31, 2008 was $18.0 million compared to $7.7 million for the three months ended March 31,
2007. The increase in operating loss was due to restructuring charges of $5.1 million and investments in our brands primarily through
acquisitions.

Nonoperating Income and Expense

Realized Gain on Privately-Held Investment

The gain of $1.0 million recognized during the three months ended March 31, 2008 related to proceeds from the redemption of preferred stock
held in a privately-owned company. There were no sales of investments during the quarter ended March 31, 2007.

Interest Expense

Interest expense increased in the three months ended March 31, 2008 as compared to the three months ended March 31, 2007 resulting from the
amortization of debt issuance costs and fees for the unused revolving credit line available under our 2007 credit facility. The line of credit under
our credit facility allows for borrowings up to $190.0 million on which we pay a non-use fee for that availability on unused borrowings. Unused
borrowings at March 31, 2007 were $174.0 million.

Other, net

For the three months ended March 31, 2008, other net included $0.6 million of income related to the reimbursement of transition services
provided to AG.com, Inc. in conjunction with the sale of the Webshots business and $0.5 million of net foreign exchange gains.

Income Taxes

We record our interim worldwide provision for income taxes consistent with accounting principles generally accepted in the United States
(�GAAP�) by computing an effective income tax rate on forecast pretax accounting income for the year and applying that rate to actual pretax
accounting income for the interim reporting period. Interim income tax expense is further adjusted for certain discrete items. Significant
judgment is required to determine our worldwide income tax provision. Our 2007 worldwide income tax expense for interim periods was
calculated on a discrete basis (i.e., based on actual period-to-date results), for all jurisdictions except China and Russia.

We anticipate that the effective tax rate for 2008 will be significantly higher than in years prior to 2007, due to full recognition of tax expense
(benefit) on U.S. net pretax profits (losses) at U.S. federal and state statutory rates, further increased due to continued nonrecognition of tax
benefits associated with losses in certain foreign jurisdictions and changes to the valuation allowance due to expiring U.S. loss carryforwards in
2008. Despite the anticipated increase in our effective tax rate, we expect that our cash payments for U.S. federal and state income taxes will
continue to be nominal over the next several years as we have significant net operating loss carryforwards to utilize against current income taxes.

Our effective tax rate could fluctuate significantly on a quarterly basis and could be adversely affected by various factors, including, but not
limited to:

� Changes in our assessment of our ability to utilize expiring loss carryforwards in the current year and other circumstances that might
affect the valuation of our deferred tax assets or liabilities; or

� Changes in tax laws, regulations, accounting principles, or interpretations thereof.
In addition, we are subject to periodic examination of our income tax returns by the Internal Revenue Service and other tax authorities. We
regularly assess the likelihood of adverse outcomes resulting from these examinations to determine the adequacy of our provision for income
taxes.
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We adopted the provisions of FASB Interpretation 48 (�FIN 48�), Accounting for Uncertainty in Income Taxes, on January 1, 2007. It is
reasonably possible that unrecognized tax benefits could decrease by $16.0 million within the next twelve months due to the expiration of a net
operating loss carryforward.

Liquidity and Capital Resources

When evaluating our overall cash position for the purpose of assessing our liquidity, we consider our cash and cash equivalents, short-term and
long-term investments in marketable debt securities.
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March 31,
2008

December 31,
2007

(in thousands)
Cash and cash equivalents $ 97,739 $ 88,626
Short-term marketable debt securities 11,343 18,296
Long-term marketable debt securities 4,171 510

Total cash and investments $ 113,253 $ 107,432

We evaluate our liquidity primarily on the following key measurements:

� Net cash provided by operating activities

� Operating income before depreciation, amortization and noncash stock compensation expense

� Free cash flow, which is net cash provided by operating activities less capital expenditures
Other key factors that impact our liquidity include:

� Capital expenditures

� Cash used for investments and acquisitions

� Debt service, including payments of principal and interest

� Proceeds from sales of stock through our stock option and employee stock purchase plans

� Restructuring charges
Net Cash Provided by Operating Activities

Net cash provided by operating activities of $15.9 million for the three months ended March 31, 2008 included a net loss of $6.1 million,
non-cash depreciation and amortization charges totaling $9.6 million and a change in deferred tax assets of $10.4 million, as well as non-cash
stock compensation expense of $4.9 million. Net cash provided by operating activities also included cash generated from working capital items,
primarily $16.4 million from accounts receivable and a net source of cash of $3.2 million from liabilities primarily consisting of an increase in
the restructuring accruals. Net cash provided by operating activities of $11.0 million for the three months ended March 31, 2007 included a net
loss of $9.1 million, depreciation and amortization totaling $10.7 million, non-cash stock compensation expense of $5.2 million and an increase
in working capital of primarily $13.6 million from accounts receivable. We anticipate that we will continue to require cash for working capital
purposes as our business expands.

Net Cash Used in Investing Activities

Net cash used in investing activities of $6.7 million for the three months ended March 31, 2008 was primarily due to capital expenditures and
cash used for acquisitions, offset by proceeds from the sale of marketable debt securities and a privately-held investment. The net cash used in
investing activities for the three months ended March 31, 2007 of $3.7 million was due to capital expenditures, purchases of marketable debt
securities and acquisitions and investments.
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Acquisitions of property and equipment. Capital expenditures for the three months ended March 31, 2008 were $7.7 million. These capital
expenditures include a project to redesign our CNET.com�s website and to change the sites architecture. We expect these expenditures to reduce
ongoing development costs and address customer experience requirements primarily with faster page loads, as well as a redesign of the website.
Capital expenditures for the full year 2008 are expected to be between $25 million and $30 million.

Acquisitions and Investments. Cash used for acquisitions in the first quarter of 2008 represents payment for an asset acquisition in China as well
as deferred consideration of $0.1 million related to a 2007 acquisition. We routinely evaluate new business opportunities and ventures, including
acquisitions, in a broad range of areas and expect to fund such investments through our existing cash and marketable debt securities, cash
generated from operations and available bank borrowings.

Net Cash Provided by or Used in Financing Activities

Cash used in financing activities of $0.3 million for the three months ended March 31, 2008 was due to the $1.5 million scheduled repayment of
our term loan partially offset by the issuance of common stock through the exercise of stock options and the purchase of stock through our
employee stock purchase plan. Cash provided by financing activities of $6.5 million for the three months ended March 31, 2007 was due to the
issuance of common stock through the exercise of stock options.
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Operating income (loss) before depreciation, amortization and stock compensation expense. The following table reconciles operating income
(loss) before depreciation, amortization and stock compensation expense to operating loss as calculated in accordance with GAAP for three
months ended March 31, 2008 and 2007:

Three Months Ended March 31,
2008 2007

(in thousands, except per share data)
Operating loss $ (18,001) $ (7,669)
Stock compensation expense 4,915 5,077
Depreciation 6,849 7,059
Amortization of intangible assets 2,766 2,152

Operating income (loss) before depreciation, amortization and
stock compensation expense $ (3,471) $ 6,619

Net loss $ (6,087) $ (9,118)

Net loss per diluted share $ (0.04) $ (0.06)

Management believes that operating income (loss) before depreciation, amortization and stock compensation expense is a key liquidity
measurement as it can be the primary driver of the cash provided by operating activities and is useful to management and investors as a
supplement to our GAAP financial measures for evaluating the ability of the business to generate cash from operations. Operating income before
depreciation, amortization and stock compensation expense should be considered in addition to, not as a substitute for, other measures of
financial performance prepared in accordance with GAAP.

Depreciation and amortization are noncash items and include within them amounts related to past transactions and expenditures that are not
necessarily reflective of the current cash or capital requirements of the business. Stock compensation expense is a noncash item that does not
reflect upon the ability of the business to generate cash from operations.

Management refers to �operating income (loss) before depreciation, amortization and stock compensation expense� in making operating decisions
and for planning and compensation purposes. A limitation associated with this measure is that it does not reflect the costs of certain capitalized
tangible and intangible assets used in generating revenues. Although depreciation and amortization are noncash charges, the capitalized assets
being depreciated and amortized will often have to be replaced in the future and �operating income (loss) before depreciation, amortization and
stock compensation expense� does not reflect any cash requirements for such replacements. Similarly, our stock compensation has no impact on
current or future cash. This measure also does not take into account interest expense, or the cash requirements necessary to service interest or
principal payments on our debt, nor does the measure reflect changes in, or cash requirements for, our working capital needs. Management
compensates for these limitations by relying primarily on our GAAP financial measures, such as capital expenditures and using �operating
income (loss) before depreciation, amortization and stock compensation expense� only on a supplemental basis. �Operating income (loss) before
depreciation, amortization and stock compensation expense� should be considered in addition to, not as a substitute for, other measures of
financial performance prepared in accordance with GAAP.

Excluding noncash charges consisting of depreciation, amortization and stock compensation expense, our operating loss was $3.5 million for the
three months ended March 31, 2008 and operating income of $6.6 million for the three months ended March 31, 2007. The fluctuation from
operating income before depreciation, amortization and stock compensation expense for the three months ended March 31, 2008 to operating
loss before depreciation, amortization and stock compensation for the three months ended March 31, 2007 was primarily due to investments in
our brands, mostly through acquisitions.

Free cash flow. Free cash flow is defined as net cash provided by operating activities less capital expenditures. Free cash flow for the three
months ended March 31, 2008 was $8.2 million (cash provided by operating activities of $15.9 million, less capital expenditures of $7.7
million). This compares to free cash flow for the three months ended March 31, 2007 of $1.5 million (cash provided by operating activities of
$11.0 million, less capital expenditures of $9.5 million, which includes a $2.3 million expenditure that was reimbursed by the landlord for
improvements to our leased space in the United Kingdom that was accounted for as a sale-leaseback). The increase in free cash flow in the first
quarter of 2008 as compared to the same period in 2007 resulted from working capital items including cash resulting from changes in accounts
receivable and an increase in liabilities primarily related to restructuring offset in part by a greater net loss. We believe that free cash flow
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generate cash after the purchase of property and equipment. A limitation of free cash flow is that it does not represent the total increase or
decrease in the cash balance for the period which would include activities such as acquisitions and debt or equity transactions. Free cash flow
should be considered in addition to, not as a substitute for, other measures of financial performance prepared in accordance with GAAP.

Debt and Cash Balances

As of March 31, 2008, we had $62.9 million of outstanding indebtedness, of which $8.9 million was classified as current. We were in
compliance with all debt covenants at March 31, 2008 and expect to remain in compliance with these covenants through the term of the
borrowings. Available borrowings under our $190.0 million revolving credit facility are currently reduced by $15.7 million related to
outstanding letters of credit. At March 31, 2008, the interest rate applicable to the $57.0 million outstanding balance on the term loan was
7.22%.

As of March 31, 2008, we had cash, cash equivalents and investments of $113.3 million. We believe that existing funds and available
borrowings under our credit facility will be sufficient to meet our anticipated cash needs to cover operating and working capital requirements
and for capital expenditures for the next 12 months. We believe that our anticipated cash flows from operating activities coupled with existing
cash and investment balances will be sufficient to fund our working capital, debt service and purchases of property, plant and equipment through
March 31, 2009. The performance of our business is dependent on many factors and subject to risks and uncertainties as discussed in Part II,
ITEM 1A �Risk Factors� of this Quarterly Report on Form 10-Q.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

There have been no material changes to our critical accounting policies and estimates from the information provided in Item 7. Management�s
Discussion and Analysis of Financial Condition and Results of Operations � Critical Accounting Policies and Estimates included in our 2007
Form 10-K.

RECENT ACCOUNTING PRONOUNCEMENTS

In February 2007, the Financial Accounting Standards Board (�FASB�) issued Statement of Financial Accounting Standards (�SFAS�) No. 159, The
Fair Value Option for Financial Assets and Financial Liabilities � Including an amendment to FASB Statement No. 115, (�SFAS 159�). SFAS 159
expands the use of fair value accounting but does not affect existing standards which require assets or liabilities to be carried at fair value. The
objective of SFAS 159 is to improve financial reporting by providing companies with the opportunity to mitigate volatility in reported earnings
caused by measuring related assets and liabilities differently without the need to apply complex hedge accounting provisions. Under SFAS 159,
a company may elect to use fair value to measure eligible items at specified election dates and report unrealized gains and losses on items for
which the fair value option has been elected in earnings at each subsequent reporting date. Eligible items include, but are not limited to, accounts
and loans receivable, available-for-sale and held-to-maturity securities, equity method investments, accounts payable, guarantees, issued debt
and firm commitments. If elected, SFAS 159 is effective for fiscal years beginning after November 15, 2007. The adoption of SFAS 159 in the
first quarter of 2008 did not impact our consolidated financial position, results of operations or cash flows.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (�SFAS 157�). SFAS 157 defines fair value, establishes a
framework and gives guidance regarding the methods used for measuring fair value and expands disclosures about fair value measurements.
SFAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007 and interim periods of those fiscal
years. In February 2008, the FASB released a FASB Staff Position (FSP FAS 157-2�Effective Date of FASB Statement No. 157) which delays
the effective date of SFAS 157 for all nonfinancial assets and nonfinancial liabilities, except those that are recognized or disclosed at fair value
in the financial statements on a recurring basis (at least annually) to fiscal years beginning after November 15, 2008. The partial adoption of
SFAS 157 for financial assets and liabilities did not have a material impact on our consolidated financial position, results of operations or cash
flows. We are currently evaluating the impact that SFAS 157 relating to nonfinancial assets and nonfinancial liabilities will have on our
consolidated financial statements.

In December 2007, the FASB issued SFAS No. 141 (revised), Business Combinations (�SFAS 141(R)�). The standard changes the accounting for
business combinations including the measurement of acquirer shares issued in consideration for a business combination, the recognition of
contingent consideration, the accounting for preacquisition gain and loss contingencies, the recognition of capitalized in-process research and
development, the accounting for acquisition-related restructuring cost accruals, the treatment of acquisition-related transaction costs and the
recognition of changes in the acquirer�s income tax valuation allowance. SFAS 141(R) is effective for fiscal years beginning after December 15,
2008, with early adoption prohibited. We are currently evaluating the impact that the adoption of SFAS 141(R) will have on our consolidated
financial statements.
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In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB
No. 51 (�SFAS 160�). The standard changes the accounting for noncontrolling (minority) interests in consolidated financial statements including
the requirements to classify noncontrolling interests as a component of consolidated stockholders� equity and the elimination of �minority interest�
accounting in results of operations with earnings attributable to noncontrolling interests reported as part of consolidated earnings. Additionally,
SFAS 160 revises the accounting for both increases and decreases in a parent�s controlling ownership interest. SFAS 160 is effective for fiscal
years beginning after December 15, 2008, with early adoption prohibited. We are currently evaluating the impact that the pending adoption of
Statement 160 will have on our consolidated financial statements.

ITEM 3. Quantitative and Qualitative Disclosures about Market Risk
We are exposed to the impact of interest rate changes and changes in the market values of our investments.

Interest Rate Risk. We are exposed to market rate risk due to changes in interest rates on our credit facility that we entered into on October 12,
2007 under which we can borrow up to $250.0 million. Interest rates applicable to amounts outstanding under this facility are at variable rates
based on the Eurodollar rate plus an applicable margin based on our leverage ratio. A change in interest rates on this variable rate debt impacts
the interest incurred and cash flows but does not impact the fair value of the instrument. We have outstanding borrowings of $57.0 million on the
term loan component of this facility at March 31, 2008 at a rate of 7.22%. A one percent increase in the interest rate would increase annual
interest expense from $4.1 million to $4.7 million.

We also have exposure to market rate risk for changes in interest rates as those rates relate to our investment portfolio. The primary objective of
our investment activities is to preserve principal while at the same time maximizing yields without significantly increasing risk. To achieve this
objective, we invest our excess cash in debt instruments of the United States Government and its agencies, in high-quality corporate issuers and,
by internal policy, limit both the term and amount of credit exposure to any one issuer. As of March 31, 2008, net unrealized gains and losses on
these investments were not material. We did not hold any investments in either auction rate securities or collateralized debt obligations as of
March 31, 2008. We protect and preserve our invested funds by limiting default, market and reinvestment risk. Our future investment income
may fluctuate due to changes in interest rates, or we may suffer losses in principal if forced to sell securities that have declined in market value
due to changes in interest rates.

Investment Risk. We invest in equity instruments of privately-held, online services and information technology companies for business and
strategic purposes. These investments are included in other long-term assets and are accounted for under the cost method, as we do not have the
ability to exert significant influence over the investee or their operations. For these non-quoted investments, our policy is to regularly review the
assumptions underlying the operating performance and cash flow forecasts in assessing the carrying values. We identify and record impairment
losses on investments when events and circumstances indicate that such assets might be impaired.

Foreign Currency Risk. The revenues and expenses associated with our overseas operations are exposed to foreign currency risk. Changes in
the value of the U.S. dollar against currencies in which those operations are conducted cause increases or decreases in the ongoing financing of
those operations and result in an increase or decrease in our recorded revenues and expenses and may impact our operating income. We monitor
our foreign currency exposures regularly to assess our risk and to evaluate whether we should hedge our currency positions. We have not
utilized any hedge transactions under SFAS 133, Accounting for Derivative Instruments and Hedging Activities.

ITEM 4. Controls and Procedures
a) Evaluation of disclosure controls and procedures. Our chief executive officer and our chief financial officer evaluated the effectiveness of
our �disclosure controls and procedures�, as defined in Rules 13a-15(e) and 15d-15(e) promulgated under the Securities Exchange Act of 1934, as
of the end of the fiscal quarter covered by this Quarterly Report on Form 10-Q. Based on this evaluation, our chief executive officer and chief
financial officer have concluded, subject to the limitations described below, that our disclosure controls and procedures are effective at a
reasonable level of assurance to ensure that information we are required to disclose in reports that we file or submit under the Securities
Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission rules and forms, and that such information is accumulated and communicated to management as appropriate to allow timely
decisions regarding required disclosures.

b) Changes in internal controls over financial reporting. There have not been any changes in our internal control over financial reporting (as
such term is defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934) during the most recent fiscal quarter that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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Given the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and
instances of fraud, if any, will be detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and
that breakdowns can occur because of simple error or mistake. Further, the design of a control system must reflect the fact that there are resource
constraints, and that benefits of controls must be considered relative to their costs. The design of any system of controls is also based in part on
certain assumptions regarding the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated
goals under all potential future conditions.

PART II. OTHER INFORMATION

ITEM 1. Legal Proceedings
Class Action Suits

A Consolidated Amended Complaint, which is now the operative complaint, was filed in the United States District Court for the Southern
District of New York on April 19, 2002. The complaint names as defendants certain individuals, investment banks that were the underwriters of
the public offering of ZDNet series of Ziff-Davis stock (the ZDNet Offering) and CNET Networks as successor in liability to Ziff-Davis. The
complaint alleges violations of the Securities Act of 1933 and the Securities Exchange Act of 1934. The claims against the individuals have been
dismissed without prejudice. The complaint alleges the receipt of excessive and undisclosed commissions by the underwriters in connection with
the allocation of shares of common stock to certain investors in the ZDNet Offering and agreements by those investors to make additional
purchases of stock in the aftermarket at pre-determined prices. Plaintiffs allege that the prospectus for the ZDNet Offering was false and
misleading and in violation of the securities laws because it did not disclose the arrangements. The action seeks damages in an unspecified
amount. The action is being coordinated with over 300 nearly identical actions filed against other companies and their underwriters. On
February 19, 2003, the Court granted our motion to dismiss the Section 10(b) claim and denied the motion to dismiss the Section 11 claim.

On December 5, 2006, the Second Circuit vacated the district court�s order granting class certification in six of the approximately 300 nearly
identical actions. These six cases are the class certification �focus cases,� which were selected by plaintiffs and do not include the Company. The
focus cases are intended to serve as test cases and the district court�s decisions with respect to the focus cases are intended to serve as strong
guidance for the parties in the remaining cases. The Second Circuit rejected the plaintiffs� petition for rehearing, but noted that plaintiffs could
ask the district court to certify more narrow classes than those that were rejected. On August 14, 2007, the plaintiffs filed amended complaints in
the six focus cases. On September 27, 2007, the plaintiffs moved to certify a class in the six focus cases. On November 14, 2007, the issuers and
the underwriters named as defendants in the six focus cases filed motions to dismiss the amended complaints against them. On March 26, 2008,
the district court dismissed the Securities Act claims of those members of the putative classes in the focus cases who sold their securities for a
price in excess of the initial offering price and those who purchased outside the previously certified class period. With respect to all other claims,
the motions to dismiss were denied. We are awaiting a decision from the Court on the class certification motion.

Shareholder Derivative Suits

We are named as a nominal defendant in two sets of consolidated derivative actions, one pending in the United States District Court for the
Northern District of California (In re CNET Networks, Inc. Shareholder Derivative Litigation) and one pending in San Francisco County
Superior Court (In re CNET Networks, Inc. Derivative Shareholder Litigation). In each case, the plaintiffs have alleged that certain of our
current and former officers and directors caused us to backdate employee stock option grants.

The complaints, which purport to have been brought on the Company�s behalf, seek to recover unspecified damages, for our benefit, from the
individual defendants. The complaints do not seek any monetary relief against us, although they seek an award of attorneys� fees and costs.

The first federal court case was filed on June 19, 2006 and consolidated amended complaints were filed on November 9, 2006 and February 12,
2007. On April 11, 2007, the United States District Court for the Northern District of California dismissed the federal court complaint. On
April 30, 2007, the court granted the federal court plaintiffs leave to amend but stayed the case pending a books and records inspection. On
June 14, 2007, one of the federal court plaintiffs, together with another purported shareholder, filed a complaint in the Delaware Court of
Chancery seeking an order permitting them to inspect our books and records. On November 21, 2007, the Delaware Court of Chancery granted
their request in part. On April 4, 2008, the parties notified the Court that they reached a settlement subject to documentation, final approval by
our board of directors, and court approval, and filed a Joint Motion for Administrative Relief seeking to lift the stay in order to file a motion for
preliminary approval of settlement. On April 7, 2008, the Court issued an order declining to lift the stay for purposes of considering a potential
settlement, and instead directing Plaintiffs to file an amended complaint by April 24, 2008. On April 24, 2008, Plaintiffs filed the Third
Amended Consolidated Verified Shareholder Derivative Complaint. The federal court case is currently scheduled for trial in February 2009.
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The first state court case was filed on May 31, 2006 and consolidated amended complaints were filed on August 11, 2006 and November 16,
2006. On January 3, 2007, the Superior Court denied our motion to stay the state court cases, without prejudice, but extended until further notice
our time to respond to the complaint and ordered that no discovery may take place pending further order of the court. The state court plaintiffs
have filed a motion to compel the Company to produce to them any documents produced to the federal court plaintiffs in connection with the
Delaware books and records proceeding. The motion to compel is scheduled for hearing in May 2008.

JANA Litigation

JANA Master Fund, Ltd. commenced an action in the Delaware Court of Chancery on January 7, 2008 against us, seeking declaratory and
injunctive relief requesting, among other things, that the court declare certain provisions of our bylaws invalid and enjoin the application of such
provisions, which require stockholders to have held $1,000 worth of our common stock for at least one year in order to propose business or
nominate directors. In addition, the complaint asks the court to compel production of certain stocklist materials pursuant to Section 220 of the
Delaware General Corporation Law. We answered the complaint on January 22, 2008, denying any wrongdoing and asserting affirmative
defenses and subsequently the parties resolved JANA�s claim under Section 220 and agreed to produce certain of the items requested. On
February 4, 2008, JANA filed a motion for judgment on the pleadings with respect to its request for injunctive relief against the application of
our bylaws, to the extent such bylaws would preclude JANA and certain other alleged stockholders aligned with it from proceeding at the 2008
Annual Meeting of stockholders to (a) nominate two persons for election as Class III directors; (b) propose that the bylaws be amended to cause
an increase in the size of the board from eight to 13 directors; and (c) nominate an additional five persons to fill the new directorships resulting
from such increase. On March 13, 2008, the Delaware Court of Chancery granted JANA�s motion for judgment on the pleadings, finding that the
bylaw in question applies only to proposals and nominations a shareholder wishes to have included in the our proxy materials and is therefore
inapplicable to JANA�s nominations and proposals. We have appealed that decision to the Delaware Supreme Court and oral argument on the
appeal occurred on April 16, 2008. We believe JANA�s claims are without merit and intend to vigorously defend against them.

We cannot predict the impact of this litigation on our business, financial condition and results of operations or cash flows. Except as disclosed
above, there have been no material developments in the legal proceedings disclosed in our Annual Report on Form 10-K for the year ended
December 31, 2007.

ITEM 1A. Risk Factors
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS AND RISK FACTORS

This Report on Form 10-Q contains �forward- looking statements� within the meaning of Section 27A of the Securities Act of 1933, as amended
and Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements are any statements other than statements of
historical fact. Examples of forward-looking statements include projections of earnings, revenues or other financial items, statements of the
plans and objectives of management for future operations and statements concerning proposed new products and services and any statements of
assumptions underlying any of the foregoing. In some cases, you can identify forward-looking statements by the use of words such as �may,� �will,�
�expects,� �should,� �believes,� �plans,� �anticipates,� �estimates,� �predicts,� �potential,� or �continue,� and any other words of similar meaning.

Any or all of our forward-looking statements in this report and in any other public statements we make may turn out to be wrong and may cause
our actual results to differ materially from forecasted or historical results. They can be affected by inaccurate assumptions we might make or by
known or unknown risks and uncertainties, including those outlined below. Consequently, no forward-looking statement can be guaranteed. 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 further disclosures we make on related subjects in our reports to the Securities and Exchange
Commission. Also note that we provide cautionary discussion of risks, uncertainties and possibly inaccurate assumptions relevant to our
businesses. These are factors that we think could cause our actual results to differ materially from expected and historical 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.

You should carefully consider the risks described below before making an investment decision regarding CNET Networks securities. Our
business, financial condition or results of operations could be materially adversely affected by any of these risks. The trading price of our
common stock could decline due to any of these risks. The risks described below are not the only ones we face. Additional risks not presently
known to us or that we currently deem immaterial may also impair our business operations.
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Our revenues might not grow and they might decrease due to economic and other factors.

Several factors, many of which are outside of our control, contribute to our revenue growth. Some scenarios that might impede our revenue
growth in the future include:

� a decline in general economic conditions, which could occur as a result of currency fluctuations, rising interest rates, the current
credit market crisis and its impact on liquidity in the financial markets, or other factors;

� our failure to maintain existing customers and to attract new marketing customers due to competition from other media outlets,
dissatisfaction with our services or reduced advertising budgets;

� our loss of advertising and other marketing opportunities to competitors, especially as other media companies increase their online
presence in areas where we focus;

� our inability to attract advertisers and users for our newer websites;

� our failure to attract and retain users to our websites where advertising inventory is purchased;

� our inability to respond to ad-blocking technology might decrease the effectiveness of online advertising;

� our loss of revenue related to any sale or closure of an existing business;

� weakness in corporate and consumer spending in the markets in which we operate, including in the United States, the United
Kingdom, China, France and Australia, may lead to a decline in advertising, which is the primary source of our revenues;

� disruption of our operations due to technical difficulties, system downtime, Internet brownouts or denial of service or other similar
attacks; and

� disruption to our operations, employees, partners, customers and facilities caused by natural disasters, international or domestic
terrorist attacks or armed conflict.

We may not be able to achieve our targeted financial measures and accordingly we may fail to make expected improvements in our overall
profit measures.

We have identified various financial measures as a useful way to evaluate our operating performance and liquidity. We may fail to achieve our
financial measure targets. Some of the factors that could cause us not to achieve these targets include:

� a failure to achieve projected revenue growth;
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� greater than expected expenses due to a decision to invest in new products, services or websites;

� acquisitions of businesses that cannot immediately achieve these financial measures;

� greater than expected compensation expenses due to competition for qualified employees;

� significant expense related to stockholder proposals, including the announced stockholder proposals by JANA Partners;

� material costs related to pending and future legal proceedings;

� a failure to manage the costs associated with innovation and growth; or

� an inability to achieve or to execute on an effective sales strategy.
Competition is intense and we might not compete successfully.

The media industry is intensely competitive and rapidly evolving. We compete for advertisers, users and business partners with numerous
companies throughout the world and expect the market to become increasingly competitive as Internet usage and marketing continues to grow in
acceptance. We compete with diversified media companies that provide both online and offline content, including magazines, cable television,
network television, radio and newspapers. In addition, as diversified media companies continue to introduce and acquire more interactive media
offerings, we will increasingly compete with them for consumers and advertisers.

Our brands also face competition from other sites in the vertical markets we serve. For example, our gaming properties compete with other
gaming sites such as IGN Entertainment and our business properties compete with websites such as WSJ.com and Forbes.com. As Internet
media consumption and advertising continues to gain share, we compete with a variety of online properties for users and marketers, including
the following: general purpose portals like AOL, MSN and Yahoo!, especially as these properties expand their content offering in our areas of
expertise; search engines like Google, Yahoo! and MSN; online comparison shopping and retail properties, including Shopping.com,
Amazon.com and eBay; food and lifestyle sites, such as Epicurious; and emerging platforms such as blogs, podcasts and video properties. We
expect competition for advertisers and users to remain or become more intense and we may not be able to compete successfully in the market.
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Our advertising and other operating revenues may be subject to fluctuations, which could have a material adverse effect on our business,
operating results and financial condition.

We believe that advertising spending on the Internet, as in traditional media, fluctuates significantly with economic conditions. Because a
majority of our revenues are derived from advertising, fluctuations in advertising spending generally, or with respect to Internet-based spending
specifically, could adversely impact our revenues. In addition, marketing spending follows seasonal consumer behavior throughout the calendar
year to reflect trends during the calendar year, with spending historically weighted towards the fourth quarter. Consistent with industry trends,
our revenues in 2007 were weighted toward the end of the year, with 31% of our revenues being earned in the fourth quarter.

Most of our revenues are derived from short-term contracts which may not be renewed.

Our revenues are derived in large part from the sale of advertising and we expect that this will continue to be the case for the foreseeable future.
Most of our advertising contracts are short-term and are subject to termination by the customer at any time on thirty-day prior written notice.
Advertisers who have longer-term contracts may fail to honor their existing contracts or fail to renew their contracts. If a significant number of
advertisers or a few large advertisers decided not to continue advertising on our websites, we could experience an immediate and substantial
decline in our revenues over a relatively short period of time.

We depend on and receive a significant percentage of our revenues from a relatively small number of advertisers.

A relatively small number of advertisers contribute a significant percentage of our revenues. Our top fifty customers in the United States
contributed 49% of our consolidated revenues in the quarter ended March 31, 2008. These customers may not continue to use our services to the
same extent, or at all, in the future. A significant reduction in advertising by one or more of our largest customers, such as revenues from Google
which represented 11% of first quarter 2008 total revenues, could have a material adverse effect on our financial condition and results of
operations.

Users may not always accept, or may be drawn away from, our brands, content and services.

Our future success depends upon the strength of our brands and our ability to deliver original and compelling content and services that attract
and retain users. We will endeavor to continue building existing brands and introducing new brands that resonate with their audiences, but we
may not be successful. The specialized nature of certain of our sites may limit the potential user base of those sites. Our content and services
might not be attractive to a sufficient number of users to generate revenues consistent with our estimates. In addition, we might not develop new
content or services in a timely or cost-effective manner. If we are not successful in growing our user base and increasing user interaction on our
sites, then our ability to attract the advertisers who seek to market to the demographic represented by our user base may be adversely affected
which would in turn impact our revenues. Our ability to successfully develop and produce content and services is subject to numerous
uncertainties, including the ability to:

� anticipate and successfully respond to rapidly changing consumer tastes and preferences;

� fund new program development;

� attract and retain qualified editors, producers, writers and technical personnel; and

� successfully expand our content offerings into new platform and delivery mechanisms.
Our business may be impacted by any event that decreases the amount of the time that users spend on our properties, including geopolitical
events and natural disasters. During these times, our traffic and revenues may decrease.

We may not innovate and adapt to market opportunities and industry changes at a successful pace.
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Our industry is rapidly adopting new technologies, standards and business models to create and satisfy consumer demand and to more
effectively address market opportunities. It is critical that we continue to innovate, anticipate and adapt to these changes to ensure that our
content delivery platforms, services and products attract our users, advertisers and partners. In addition, we may discover that we must make
significant expenditures to achieve this goal and to enable us to be positioned to benefit from market and industry changes. If we fail to
accomplish these goals, our business, financial condition and results of operations may be adversely affected and we may lose users and the
advertisers that seek to reach those users.
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A significant percentage of our revenues are derived from activity-based fees generated when our users visit the content of our partners and
we might not be able to attract qualified users for which our partners are willing to pay us activity-based fees.

We earn fees when users search the content of our partners. There are currently many other businesses that offer similar services. In addition,
users may prefer to contact our partners directly rather than return to our sites. If we are unable to continue to attract users to our sites, to
maintain the fees we charge our partners for these services or maintain the current or similar terms of our relationships with our partners, then
our business, operating results and financial condition may be adversely affected. Most of our agreements with merchants under which
activity-based fees are earned are terminable by either party on ten to thirty days notice.

Our failure to effectively use third-party technologies or develop and maintain successful relationships with third parties may adversely
impact our traffic.

We depend in part on third parties for Internet traffic to our websites and changes to their operations or our failure to develop and maintain
relationships with them or use their technologies successfully could result in decreased traffic. Any reduction in users on our websites could
negatively impact our ability to earn revenues. A significant portion of our users visit our websites by conducting a search on a search engine,
such as Google, MSN or Yahoo! and following a link displayed in the search results. Changes in the methodologies used by these search engines
to display results or our failure to successfully optimize our sites for search engine ranking could result in our websites receiving less favorable
placements, which could reduce the number of users who link to our sites from these search engines. In addition, we rely on the cooperation of
owners and operators of other Internet sites with whom we have syndication and other arrangements to generate traffic to our Internet sites. Our
ability to maintain these relationships will continue to be critical to the success of our Internet operations. If we are unable to develop and
maintain satisfactory relationships with such third parties on acceptable commercial terms, or if our competitors are better able to capitalize on
these relationships, we could see a reduction in the numbers of users of our websites, which could adversely impact our revenues.

We may have difficulties with our acquisitions, investments and new product developments.

We intend to continue to pursue new business opportunities and ventures to expand our business, including acquisitions, investments and new
product developments in a broad range of content areas and in various domestic and international markets. For example, during the first quarter
2008, we completed one acquisition. Our decision to pursue these activities is accompanied by risks, including, among others:

� investment of a substantial amount of capital, which could have a material adverse effect on our financial condition and our ability to
execute our existing business strategy;

� issuance of additional equity interests, which would be dilutive to current stockholders;

� the need to incur borrowings, which would impact future cash flows for the repayment of principal and interest payments and which
borrowing may also have restrictive covenants that could limit certain operating activities including our ability to make acquisitions;

� additional burdens on our management personnel and financial and operational systems;

� difficulty assimilating the operations, technology, corporate culture and personnel of the newly acquired businesses;

� potential disruption to our ongoing business;

� possible inability to retain key personnel;
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� additional operating losses and expenses associated with the activities and expansion of acquired businesses, including expenses
associated with amortization of purchased intangible assets;

� possible impairment of relationships with existing employees and advertising customers;

� potential undisclosed liabilities associated with new or acquired businesses; and

� for foreign acquisitions and investments, additional risks related to the integration of operations across different cultures and
languages, currency risks and the particular economic, political and regulatory risks associated with specific countries.

Additionally, our $250.0 million credit facility contains significant restrictions on additional borrowings and acquisitions which could impact
our investment and acquisition strategies.
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The matters relating to the Special Committee�s and management�s review of our past stock option granting practices and the restatement
of our consolidated financial statements have resulted in expanded litigation and regulatory proceedings and may result in future litigation
which could harm our financial results.

On May 22, 2006, we announced that our Board of Directors had appointed a Special Committee comprised of independent directors to conduct,
with the assistance of legal counsel and outside accounting experts, an internal investigation relating to past option grants, the timing of such
grants and related accounting matters. The Special Committee reached a preliminary conclusion in July 2006 concluding that the actual
measurement dates for certain stock options granted between 1998 and 2001 differed from the recorded measurement dates. Charges related to
the change in these stock option measurement dates were determined to be material and as a result, on January 29, 2007, we filed restated
financial statements for 2005, 2004 and 2003 and the first quarter of 2006.

Our past stock options granting practices and the restatement of our prior financial statements have exposed us to greater risks associated with
litigation. As described in Part II, Item 1, �Legal Proceedings,� several derivative complaints have been filed against our directors and certain of
our current and former executive officers pertaining to allegations relating to stock option grants. We cannot guarantee that new lawsuits or
further government proceedings related to the investigation or our restatements will not be filed and we cannot predict the outcome of any
current or potential future litigation or regulatory proceeding against us or our directors or officers. The amount of time to resolve these lawsuits
is unpredictable and doing so may divert management�s attention from the day-to-day operations of our business, which could adversely affect
our business. Any settlement between the parties in these litigations may result in material costs to our company. In addition, we have certain
indemnification obligations to our current and former officers and directors that are named in these actions for, among other things, the
advancement of certain legal expenses and the indemnification of certain judgments and settlements.

Our business could be adversely impacted by the outstanding stockholder proposals and related litigation.

In January 2008, a group led by hedge fund JANA Partners, LLC declared its intent to submit proposals, among other things, to amend our
bylaws to increase the size of our board of directors to 13 and to nominate seven directors to stand for election at our 2008 Annual Meeting of
Stockholders. We informed JANA that these proposals were improper under our bylaws. On January 7, 2008, JANA filed a complaint against us
in the Delaware Court of Chancery challenging the application of certain provisions of our bylaws to JANA�s proposals. On March 13, 2008, the
Delaware Court of Chancery granted JANA�s motion for judgment on the pleadings, finding that the bylaw in question applies only to proposals
and nominations a stockholder wishes to have included in our proxy materials and is therefore inapplicable to JANA�s nominations and
proposals. We have appealed that decision to the Delaware Supreme Court and oral argument on the appeal occurred on April 16, 2008.
Responding to these proposals and litigation has been time-consuming, expensive and disruptive to our normal business operations. If our appeal
is unsuccessful, we expect to engage in a proxy contest that will require significant additional time and expense and further divert the attention
of our management and disrupt our business. This disruption also could make it more difficult for us to attract and retain experienced executives
and employees. If our appeal is unsuccessful, JANA�s proposals are successful and any or all of JANA�s nominees are elected to our board of
directors, collaboration opportunities and dissension on our board of directors may adversely impact our ability to timely and effectively
implement our strategic initiatives.

In addition, our $250.0 million credit facility includes certain events, including a �change of control�, that would cause a default under the credit
facility and permit the lender to accelerate the maturity of any outstanding indebtedness with the lender and to terminate the facility. If JANA
Partners� proposals are successful and all of JANA�s nominees are elected to our board of directors, a �change of control� may be deemed to occur
under our credit facility. Any default under our credit facility could have a material adverse effect on our financial condition and adversely
impact our business. In addition, we are a party to contracts, including severance agreements, which contain provisions including significant
payment obligations, which could be triggered following a �change in control�.

We have limited protection of our intellectual property and could be subject to infringement claims that may result in costly litigation, the
payment of damages or the need to revise the way we conduct our business.

Our success and ability to compete are dependent in part on the strength of our proprietary rights, on the goodwill associated with our
trademarks, trade names and service marks and on our ability to use United States and foreign laws to protect them. Our intellectual property
includes our original content, our editorial features, logos, brands, domain names, the technology that we use to deliver our products and
services, the various databases of information that we maintain and make available through our Internet sites or by license and the appearance of
our Internet sites. We claim common law protection on certain names and marks that we have used in connection with our business activities.
While we have applied for and obtained registration of many of our marks in countries outside of the United States where we do business, we
have not been able to obtain registration of all of our key marks in such jurisdictions, in some cases due to opposition by people employing
similar marks. In addition to laws in the United States and foreign jurisdictions, we rely on confidentiality agreements with our employees and
third parties and protective contractual provisions to protect our intellectual property.
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Worldwide policing of our intellectual property rights is a difficult task and we might not be able to identify instances of infringement. Our
content is widely distributed to third parties through licensing arrangements and we cannot be certain our third party licensees will always take
actions to protect the value of our proprietary rights and reputation. Intellectual property laws, our agreements and our patents may not be
sufficient to prevent others from copying or otherwise obtaining and using our content or technologies. Others may develop technologies that are
similar or superior to ours, which could negatively impact our business. In seeking to protect our trademarks, copyrights, patents and other
proprietary rights, or defending ourselves against claims of infringement brought by others, with or without merit, we could face costly litigation
and the diversion of our management�s attention and resources.

Notwithstanding the efforts that we have taken to ensure that we have sufficient rights to the intellectual property that we use, we could still be
subject to claims of infringement. For instance, there has been a recent increase in the granting and attempted enforcement of business process
patents that cover practices that may be widely employed in the Internet industry. We have, on occasion, been approached by holders of patents
alleging that our services infringe their patents and, in some cases, have been sued by other patent holders alleging patent infringement. Many
companies that offer services similar to ours have been approached and, in some cases, sued by other patent holders alleging patent
infringement. We could be required to enter into costly royalty arrangements with the holders of these patents or to revise our services to ensure
non-infringement or to avoid litigation. If we are unsuccessful in avoiding patent infringement liability, we would incur significant expenses and
could be subject to damage awards, including damages for past infringement and royalties for future use of the patented method or technology. If
we are found to violate any such patent and we are unable to enter into a license agreement on reasonable terms, our ability to offer services
could be materially and adversely affected. Even if we prevail against defending these claims, the fees and costs associated with the defense of
these matters could be significant. We have not historically procured insurance for patent infringement.

These claims could result in the need to develop alternative trademarks, content or technology or to enter into costly royalty or licensing
agreements, which could have a material adverse effect on our business, results of operations and financial condition.

Our business involves risks of liability claims for Internet and print content, which could result in significant costs.

As a publisher and a distributor of content through the Internet and print publications, we may face potential liability for:

� defamation/libel;

� negligence;

� copyright, patent or trademark infringement; or

� other claims based on the nature and content of the materials published or distributed.
These types of claims have been brought, sometimes successfully, against online services and publishers of print publications. In addition, we
could be exposed to liability in connection with material posted to our Internet sites by third parties. For example, many of our sites offer users
an opportunity to post profiles, software, videos, photos, reviews and opinions. Some of this user-generated content and the content that appears
in our indexes and directories may infringe on third party intellectual property rights or privacy rights or may otherwise be subject to challenge
under copyright laws. Although we do not believe that our listing of any such material should expose us to liability, it is possible that such a
claim may be successfully brought.

Our insurance may not cover potential claims of defamation, libel, negligence and similar claims and it may or may not apply to a particular
claim or be adequate to reimburse us for all liability that may be imposed. Any imposition of liability that is not covered by insurance or is in
excess of insurance coverage could have a material adverse effect on our financial condition.

Changes in regulations could adversely affect the way that we operate.

It is possible that new laws and regulations in the United States and elsewhere will be adopted covering issues affecting our business, including:
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� privacy and use of personally identifiable information;

� copyrights, trademarks and domain names;

� obscene or indecent communications;

� pricing, characteristics and quality of Internet products and services;

� marketing practices, such as direct marketing or adware;

� the ability of children to access our services;

� regulations regarding net neutrality;
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� taxation of Internet usage and transactions; and

� securities and tax regulations.
Increased government regulation, or the application of existing laws to online activities, could:

� decrease the growth rate of the Internet;

� reduce our revenues;

� increase our operating expenses; and

� expose us to significant liabilities.
We cannot be sure what effect any future material noncompliance by us with these laws and regulations or any material changes in these laws
and regulations could have on our business, operating results and financial condition.

There are a number of risks associated with international operations that could adversely affect our business.

We maintain an international presence through a variety of international structures and business operations. We have wholly-owned operations
in Australia, France, Germany, Japan, Russia, Singapore, Switzerland and the United Kingdom. We also have license arrangements in various
other countries throughout the world. We operate our operations in China through a variety of entities some of which are owned indirectly by us
through local management in order to comply with local ownership and regulatory licensing requirements. We believe our current ownership
structure complies with all existing Chinese laws. It is possible, however, that the Chinese government may change the applicable laws or take a
different interpretation of existing laws. If we were found to be in violation of any existing or future Chinese laws or regulations, we could be
subject to fines and other financial penalties, have our licenses revoked or be forced to discontinue our business entirely.

There are additional risks inherent in doing business in international markets, such as the following:

� weak economic conditions in foreign markets, especially in the business sector;

� challenges caused by distance, language and cultural differences and in doing business with foreign entities and governments;

� uncertainty as to the acceptance of our services in different countries;

� longer collection cycles in some countries;

� current and unforeseen changes in, legal and regulatory requirements;

� difficulties in staffing and managing multi-national operations;

Edgar Filing: CNET NETWORKS INC - Form 10-Q

Table of Contents 59



� currency exchange rate fluctuations, which could reduce our revenues as reported under U.S. generally accepted accounting
principles, increase our expenses and dilute our operating margins;

� difficulties in finding appropriate foreign licensees or joint venture partners;

� potential adverse tax requirements;

� foreign exchange controls that might prevent us from repatriating cash earned in countries outside the United States; and

� foreign political and economic uncertainty.
Changes in our tax rate and the outcomes of routine tax audits could affect our future results.

Our future effective tax rates could be affected by changes in the valuation of our deferred tax assets and liabilities, changes in the mix of
earnings in countries with differing statutory tax rates or by changes in tax laws or their interpretations. In addition, we are subject to the
continuous examination of our tax returns by the Internal Revenues Service and other tax authorities. We regularly assess the likelihood of
adverse outcomes resulting from these examinations to determine the adequacy of our provision for income taxes. The outcomes from
examinations may have an adverse effect on our business, operating results and financial condition.

An inability to attract and retain key personnel could adversely affect our operations.

Our success depends to a large extent on the continued services of our senior management team and qualified skilled employees. We depend on
our ability to identify, attract, develop, retain and motivate personnel in a competitive job environment. Our inability to attract and retain key
executives and other employees or to retain and motivate existing executives and employees may adversely affect our ability to operate our
business. We do not maintain �key person� life insurance policies on any of our officers or other employees. As the overall industry for interactive
content and Internet advertising grows, our employees are increasingly sought after
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by competitors. In order to remain competitive in the employment market, we may need to increase compensation to retain or attract qualified
employees, which could have an adverse effect our financial condition or operating results. Our inability to attain stockholder approval of equity
compensation plans may affect our ability to attract and retain key employees.

We may be subject to system disruptions and other events that may impact use of our properties, which could adversely affect our revenues.

Our ability to attract and maintain relationships with users, advertisers and strategic partners will depend on the satisfactory performance,
reliability and availability of our Internet infrastructure. Our Internet advertising revenues relate directly to the number of advertisements and
other marketing opportunities delivered to our users. System interruptions or delays that result in the unavailability of Internet sites or slower
response times for users would reduce the number of impressions and leads delivered. This could reduce revenues as the attractiveness of our
sites to users, strategic partners and advertisers decreases. Our insurance policies provide only limited coverage for service interruptions and
may not adequately compensate us for any losses that may occur due to any failures or interruptions in our systems. Further, we do not have
multiple site backup capacity for all of our services in the event of any such occurrence. We may experience service disruptions for the
following reasons:

� occasional scheduled maintenance;

� equipment failure;

� an increase in traffic volumes to our sites beyond our infrastructure�s capacity;

� disruptions in the services provided to us by third parties;

� natural disasters, telecommunications failures, power failures or other system failures; and

� viruses, hacking, intentional acts by third parties to disrupt our services or other events.
In addition, our business may be impacted by any event that decreases the amount of the time that users spend on our properties, including
geopolitical events and natural disasters. During these times, our traffic and revenues may decrease.

There is no guarantee that our disaster recovery plans will be effective in mitigating system disruptions caused by these and other events.

Our networks may be vulnerable to unauthorized persons accessing our systems, which could disrupt our Internet operations and result in
the theft of our proprietary information.

A party who is able to circumvent our security measures could misappropriate either our proprietary information or the personal information of
our users, customers and employees or cause interruptions or malfunctions in our Internet operations. We may be required to expend significant
capital and resources to protect against the threat of security breaches or to alleviate problems caused by breaches in security. For example,
so-called �spiders� have and can be used in efforts to copy our databases, including our database of technology products and prices. Our activities
and the activities of third party contractors involve the storage and transmission of proprietary and personal information, such as computer
software or credit card numbers. Accordingly, security breaches could expose us to a risk of loss or litigation and possible liability. We cannot
assure you that contractual provisions attempting to limit our liability in these areas will be successful or enforceable, or that other parties will
accept such contractual provisions as part of our agreements.

Our debt obligations are restrictive and expose us to risks that could adversely affect our financial condition and prevent us from fulfilling
our obligations.
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We have a substantial level of debt and interest expense. At March 31, 2008 we had $62.9 million of outstanding indebtedness, of which $8.9
million was classified as a current liability. In addition, the terms of our $250.0 million credit facility, of which $57.0 million was outstanding at
March 31, 2008, limit the circumstances under which we can incur additional debt and require that we maintain certain financial ratios related to
cash liquidity and the level of debt relative to adjusted earnings before interest, taxes, depreciation, amortization and certain other charges and
expenses. The level of our indebtedness and the associated covenants, among other things, could:

� restrict our ability to make investments in the Company by requiring us to keep a minimum level of liquidity

� make it difficult for us to satisfy our obligations with respect to our indebtedness;

� make it difficult for us to obtain any necessary financing in the future for working capital, capital expenditures, debt service,
acquisitions or general corporate operating purposes;

� require us to dedicate a substantial portion of our cash flow from operations to service interest and principal payments on our debt;

� limit our flexibility in planning for or reacting to changes in our business;
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� reduce funds available for use in our operations;

� place us at a possible competitive disadvantage relative to less leveraged competitors and competitors that have better access to
capital resources;

� impair our ability to incur additional debt because of financial and other restrictive covenants; and

� make us more vulnerable in the event of a downturn in our business or an increase in interest rates.
As of March 31, 2008, we had cash, cash equivalents and investments of $113.3 million. We have prepared a forecast for 2008 which is based
on our current expectations regarding revenue growth and associated operating expense and capital spending levels. If our actual results should
differ materially from our expectations, our liquidity may be adversely impacted. If that were to occur, we may take steps to adjust our operating
costs and capital expenditures to levels necessary to support our incoming business. We may also need to raise additional equity or borrow
additional funds to achieve our longer-term business objectives.

However, if we are unable to generate sufficient cash flow or otherwise obtain funds necessary to make required payments, or if we fail to
comply with the various covenants of our $250.0 million credit facility, we would be in default, which would permit our lender to accelerate the
maturity of our outstanding indebtedness with the lender and to terminate the facility. Any default under our credit facility could have a material
adverse effect on our financial condition and adversely impact our business.

Our business, operating results and financial condition may be materially and adversely impacted by certain contingencies related to our
guarantee of certain lease obligations.

In conjunction with the ZDNet acquisition in 2000, we guaranteed certain lease obligations of Ziff Davis Media, an unaffiliated company, in
New York City. This New York lease expires in June 2019 and covers approximately 400,000 square feet of space on nine floors. We currently
occupy one floor covering approximately 49,000 square feet. Ziff Davis Media along with various sublessees including The Bank of New York
Mellon and Softbank, Inc. occupy space on the additional eight floors. As of March 31, 2008, the total lease payments remaining until the end of
the lease term were $135.4 million, excluding the amounts attributable to our sublease with respect to the floor we occupy. In addition, we have
a lease guarantee related to an office space in Oak Brook, Illinois for which Ziff Davis Media is the primary lessee. In December 2006, Ziff
Davis Media ceased making monthly payments under the Oak Brook lease agreement. The total lease payment and associated operating costs
due from that date through the lease termination in December 2008 is $1.2 million. The landlord has initiated legal action to collect rents against
Ziff Davis Media and against CNET Networks as a guarantor. As noted earlier, on March 5, 2008 (the �Petition Date�), Ziff Davis Media filed a
petition for relief under Chapter 11 of the United States Code in the United States Bankruptcy Court for the Southern District of New York (the
�Bankruptcy Court�). In addition, Ziff Davis Media filed a motion to reject the unexpired lease for the Oak Brook lease. By rejecting the lease in
the bankruptcy proceeding, Ziff Davis Media would not be responsible for future lease payments as of the Petition Date. On March 31, 2008, the
court granted Ziff Davis Media�s motion to reject the Oak Brook lease. On April 21, 2008, CNET Networks filed a notice of removal of the state
court proceeding to the federal court to resolve this matter in conjunction with the Ziff Davis Media bankruptcy proceedings.

If Ziff Davis Media in bankruptcy is either unable or unwilling to make the required rent payments under the New York lease, we could become
liable for any shortfalls due under the lease agreement. In addition, any termination of a sublease or any deterioration in the commercial real
estate market in New York City or Illinois could adversely impact the timing and lease rates received from new sublessees of this space. Any
shortfalls in lease payments resulting from vacancies, including space currently occupied by us and Ziff Davis Media, as well as any sublease
rental rates below amounts contractually owed by Ziff Davis Media, could adversely impact our financial results and could result in a significant
use of cash.

We have generated significant losses in the past and cannot assure you that we will report positive net income in the future. If our revenues
do not increase, we may not be able to adjust spending in a timely manner to maintain positive net income.

In the past, we have generated operating losses, as was the case in the three months ended March 31, 2008. Although we generated operating
income and net income in 2007, our ability to generate net income and income from operations in 2008 and subsequent periods may be
negatively impacted by:
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� shortfalls in revenues;

� factors that may cause us not to achieve our target financial measures as described in more detail in a prior risk factor;

� an inability to achieve the cost savings and other benefits anticipated from the workforce realignment implemented in March 2008;
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� an inability to decrease expenses in a timely manner to offset any revenue shortfalls or expenses associated with cost-reduction
measures, such as severance and other costs related to the workforce realignment implemented in March 2008, lease termination
payments, contract termination costs or impairment charges;

� an adverse outcome of an examination of our tax returns by tax authorities;

� payments associated with contingent liabilities, such as litigation or our guarantee of the New York lease of Ziff Davis Media as
described in more detail in a prior risk factor;

� changes in the valuation of our deferred tax assets and liabilities; or

� any transactions such as impairments or losses on investments.
Changes in the interpretation of United States generally accepted accounting principles, or GAAP, may affect our reported results.

We prepare our financial statements in conformity with GAAP, which is subject to interpretation by the SEC and various bodies formed to
interpret and create appropriate accounting policies. A change in these principles could have a significant effect on our reported results and may
affect the reporting of transactions completed prior to the announcement of a change.

Accounting rules regarding goodwill could make our reported results more volatile.

Goodwill is tested for impairment annually or when an event occurs indicating the potential for impairment. The evaluation is prepared based on
our current and projected performance for our identified reporting units. The fair value of our reporting units is determined using a combination
of the cash flow and market comparable approaches. If we conclude at any time that the carrying value of our goodwill and other intangible
assets for any of our reporting units exceeds its implied fair value, we will be required to recognize an impairment, which could materially
reduce operating income and net income in the period in which such impairment is recognized.

In 2007, we changed our reporting units to reflect the change in the Company�s internal management and reporting structure. This resulted in a
change in reporting units (reporting units are defined by Statement of Financial Accounting Standard (�SFAS�) 142, Goodwill and Other
Intangibles (�SFAS 142�)), and this change in reporting structure increased our reporting units from four to ten. As is required by SFAS 142,
when an entity reorganizes its reporting structure in a manner that changes the composition of one or more of its reporting units, goodwill is
reassigned to the affected reporting units using a relative fair value allocation approach. We determined that the fair value exceeded the carrying
value of goodwill and other intangible assets for each of our reporting units as of August 31, 2007, except for the Webshots reporting unit.
Therefore, an impairment of $19.0 million was recorded.

In the application of these methodologies, we are required to make estimates of future operating trends and judgments on discount rates and
other variables. Actual future results and other assumed variables could differ from these estimates, including changes in the economy, the
business environment in which we operate and/or our own relative performance. Any differences in actual results compared to our estimates
could result in further future impairments. Accordingly, our future earnings may be subject to significant volatility, particularly on a
period-to-period basis.

We will record substantial stock compensation expenses, which may have a material negative impact on our operating results for the
foreseeable future.

Effective January 1, 2006, we adopted SFAS 123(R), Share-Based Payment, for stock-based employee compensation. Our stock compensation
expense was $4.9 million for the three months ended March 31, 2008 and is also expected to be significant in future periods, which will have an
adverse impact on our operating income and net income. Our option-pricing model requires the input of highly subjective assumptions,
including the option�s expected life and the price volatility of the underlying stock. Changes in the subjective input assumptions can materially
affect the amount of our stock compensation expense. Our stock compensation expenses may also be greater than expected if the fair value of
our stock increases. In addition, an increase in the competitiveness of the market for qualified employees could cause us to issue more stock
options or other securities to employees, which could increase our stock compensation expense.
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A substantial number of shares of common stock may be sold, which could affect the trading price of our common stock.

We have a substantial number of shares of common stock subject to stock options. As of March 31, 2008, we had 10.8 million shares of
common stock available for future grant under our stock option and employee stock purchase plans and 18.3 million issuable upon the future
exercise of outstanding stock options. In addition, as of March 31, 2008, we had approximately 250 million shares of authorized but unissued
shares of our common stock that are available for future sale. We cannot predict the effect, if any, that future sales of shares of our common
stock, or the availability of shares of our common stock for future sale, will have on the market price of our common stock. Sales of substantial
amounts of our common stock, including shares issued in connection with acquisitions or upon the exercise of stock options or warrants or the
conversion of debt or preferred equity securities that may be issued in the future, or the perception that such sales could occur, may adversely
affect prevailing market prices for our common stock.
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The trading value of our common stock is volatile and may decline substantially.

The trading price of our common stock is subject to wide fluctuations, which are a result of a number of events and factors, including:

� quarterly variations in operating results;

� announcements of innovations requiring significant expenditures;

� new products, services, strategic developments or business combinations by us or our competitors;

� changes in our financial estimates or that of securities analysts;

� announcements relating to the appointment or resignation of a member of senior management;

� restatements of previously issued financial results;

� our sale of common stock or other securities in the future;

� changes in recommendations of securities analysts;

� developments in litigations or other governmental proceedings against us, or new litigations or governmental proceedings;

� the operating and securities price performance of other companies that investors may deem comparable to us; and

� news reports, including those relating to trends in the Internet.
In addition, the stock market in general and the market prices for Internet-related companies in particular, have experienced extreme volatility
that often has been unrelated to the operating performance of these companies. These broad market and industry fluctuations may adversely
affect the trading price of our common stock. These fluctuations may make it more difficult to use stock as currency to make acquisitions that
might otherwise be advantageous, or to use stock options as a means to attract and retain employees.

Any shortfall in revenues or earnings compared to our or analysts� or investors� expectations could cause, and has in the past caused an immediate
and significant decline in the trading price of our common stock.

Provisions of our certificate of incorporation, bylaws, rights agreement and Delaware law could deter takeover attempts.

Some provisions in our certificate of incorporation and bylaws, as well as the provisions of our rights plan could delay, prevent or make more
difficult a merger, tender offer, proxy contest or change of control. Our stockholders might view any transaction of this type as being in their
best interest since the transaction could result in a higher stock price than the current market price for our common stock. Any delay or
prevention of a merger, tender offer, proxy contest or change of control could cause the market price of our common stock to decline.
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Among other things, our certificate of incorporation and bylaws:

� authorize our Board of Directors to issue preferred stock with the terms of each series to be fixed by our Board of Directors;

� divide our Board of Directors into three classes so that only approximately one-third of the total number of directors is elected each
year;

� permit directors to be removed only for cause; and

� specify advance notice requirements for stockholder proposals and director nominations.
On January 11, 2008, our board of directors adopted a stockholders� rights plan, commonly known as a �poison pill,� which could result in the
significant dilution of the proportionate ownership of any person that engages in an unsolicited attempt to take over our company and,
accordingly, could discourage potential acquirers.

In addition, with some exceptions, the Delaware General Corporation Law restricts or delays mergers and other business combinations between
us and any stockholder that acquires 15% or more of our voting stock.
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Our business could be adversely impacted if we have deficiencies in our disclosure controls and procedures or internal control over financial
reporting.

The design and effectiveness of our disclosure controls and procedures and internal control over financial reporting may not prevent all errors,
misstatements or misrepresentations. While management will continue to review the effectiveness of our disclosure controls and procedures and
internal control over financial reporting, we cannot assure you that our disclosure controls and procedures or internal control over financial
reporting will be effective in accomplishing all control objectives all of the time. Deficiencies, particularly a material weakness in internal
control over financial reporting, which may occur in the future, could result in misstatements of our results of operations, restatements of our
financial statements, a decline in our stock price, or otherwise materially adversely affect our business, reputation, results of operation, financial
condition or liquidity.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds.
None.

ITEM 3. Defaults upon Senior Securities.
None.

ITEM 4. Submission of Matters to a Vote of Security Holders.
None.

ITEM 5. Other Information.
None.

ITEM 6. Exhibits.

3.3 Certificate of Designations of Series A Junior Participating Preferred Stock, as filed with the Secretary of State of Delaware on
January 14, 2008 (incorporated by reference from Exhibit 3.3 to CNET Networks� Current Report on Form 8-K, filed on January 14,
2008)

4.2 Rights Agreement, dated as of January 11, 2008, between CNET Networks, Inc. and Computershare Trust Company, N.A., as
Rights Agent (incorporated by reference from Exhibit 4.2 to CNET Networks� Current Report on Form 8-K filed on January 14,
2008)

10.1 + Form of Severance Agreement between CNET Networks, Inc. and certain named executive officers (currently comprised of Joseph
Gillespie, M. Andrew Sherman and Zander J. Lurie) and certain other officers (incorporated by reference from Exhibit 10.15 to
CNET Networks� Annual Report on Form 10-K, filed on February 27, 2008)

31.1 * Certificate of Principal Executive Officer pursuant to Securities Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 * Certificate of Principal Financial Officer pursuant to Securities Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

32.1 * Certificate of Principal Executive Officer pursuant to section 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
Sarbanes-Oxley Act of 2002
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32.2 * Certificate of Principal Financial Officer pursuant to section 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
Sarbanes-Oxley Act of 2002

+ Management contract or compensatory plan or arrangement.

* Filed herewith.
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SIGNATURE

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

CNET Networks, Inc.

(Registrant)

/s/ Zander J. Lurie
Zander J. Lurie
Chief Financial Officer
(Principal Financial Officer)

Dated: May 1, 2008
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EXHIBIT INDEX

Exhibit

Number Description

  3.3   Certificate of Designations of Series A Junior Participating Preferred Stock, as filed with the Secretary of State of Delaware on
January 14, 2008 (incorporated by reference from Exhibit 3.3 to CNET Networks� Current Report on Form 8-K, filed on January
14, 2008)

  4.2   Rights Agreement, dated as of January 11, 2008, between CNET Networks, Inc. and Computershare Trust Company, N.A., as
Rights Agent (incorporated by reference from Exhibit 4.2 to CNET Networks� Current Report on Form 8-K filed on January 14,
2008)

10.1 + Form of Severance Agreement between CNET Networks, Inc. and certain named executive officers (currently comprised of Joseph
Gillespie, M. Andrew Sherman and Zander J. Lurie) and certain other officers (incorporated by reference from Exhibit 10.15 to
CNET Networks� Annual Report on Form 10-K, filed on February 27, 2008)

31.1 * Certificate of Principal Executive Officer pursuant to Securities Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 * Certificate of Principal Financial Officer pursuant to Securities Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 * Certificate of Principal Executive Officer pursuant to section 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
Sarbanes-Oxley Act of 2002

32.2 * Certificate of Principal Financial Officer pursuant to section 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
Sarbanes-Oxley Act of 2002

+ Management contract or compensatory plan or arrangement.

* Filed herewith.
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