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AS SOON AS PRACTICABLE AFTER THE EFFECTIVE DATE OF THIS REGISTRATION STATEMENT.

IF ANY OF THE SECURITIES BEING REGISTERED ON THIS FORM ARE TO BE OFFERED ON A DELAYED

OR CONTINUOUS BASIS PURSUANT TO RULE 415 UNDER THE SECURITIES ACT OF 1933, AS AMENDED,

CHECK THE FOLLOWING BOX. [ ] IF THIS FORM IS FILED TO REGISTER ADDITIONAL SECURITIES

FOR AN OFFERING PURSUANT TO RULE 462(B) UNDER THE SECURITIES ACT, PLEASE CHECK THE

FOLLOWING BOX AND LIST THE SECURITIES ACT REGISTRATION STATEMENT NUMBER OF THE EARLIER

EFFECTIVE REGISTRATION STATEMENT FOR THE SAME OFFERING. [ ] IF THIS FORM IS A POST-

EFFECTIVE AMENDMENT FILED PURSUANT TO RULE 462(C) UNDER THE SECURITIES ACT, CHECK THE

FOLLOWING BOX AND LIST THE SECURITIES ACT REGISTRATION STATEMENT NUMBER OF THE EARLIER

EFFECTIVE REGISTRATION STATEMENT FOR THE SAME OFFERING. [ ] IF THIS FORM IS A POST-

EFFECTIVE AMENDMENT FILED PURSUANT TO RULE 462(D) UNDER THE SECURITIES ACT, CHECK THE

FOLLOWING BOX AND LIST THE SECURITIES ACT REGISTRATION STATEMENT NUMBER OF THE EARLIER

EFFECTIVE REGISTRATION STATEMENT FOR THE SAME OFFERING. [ ] IF DELIVERY OF THE

PROSPECTUS IS EXPECTED TO BE MADE PURSUANT TO RULE 434, PLEASE CHECK THE FOLLOWING BOX.

[ ]

CALCULATION OF REGISTRATION FEE

TITLE OF EACH CLASS OF                                     PROPOSED MAXIMUM                 AMOUNT OF

SECURITIES TO BE REGISTERED                          AGGREGATE OFFERING PRICE(1)         REGISTRATION FEE

Common Stock, $0.0001 par value....................          $46,000,000                     $12,788

(1) ESTIMATED SOLELY FOR THE PURPOSE OF COMPUTING THE AMOUNT OF THE REGISTRATION FEE

PURSUANT TO RULE 457(O).

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR DATES AS MAY

BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL FILE A FURTHER

AMENDMENT THAT SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENT SHALL THEREAFTER

BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8(A) OF THE SECURITIES ACT OF 1933, AS

AMENDED, OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME EFFECTIVE ON SUCH DATE AS THE

SECURITIES AND EXCHANGE COMMISSION, ACTING PURSUANT TO SUCH SECTION 8(A), MAY

DETERMINE.



THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED. WE MAY NOT SELL

THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE SECURITIES AND

EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER TO SELL THESE

SECURITIES AND WE ARE NOT SOLICITING AN OFFER TO BUY THESE SECURITIES IN ANY STATE

WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED , 1999

PROSPECTUS

SHARES LOGO

COMMON STOCK

THIS IS AN INITIAL PUBLIC OFFERING OF SHARES OF COMMON STOCK OF CYBERGOLD, INC. THERE

IS CURRENTLY NO PUBLIC MARKET FOR THESE SHARES. CYBERGOLD EXPECTS THAT THE PUBLIC

OFFERING PRICE WILL BE BETWEEN $ AND $ PER SHARE.

WE HAVE APPLIED FOR ADMISSION FOR TRADING AND QUOTATION OF OUR COMMON STOCK ON THE

NASDAQ NATIONAL MARKET UNDER THE SYMBOL "CGLD."

OUR BUSINESS INVOLVES SIGNIFICANT RISKS. THESE RISKS ARE DESCRIBED UNDER THE CAPTION

"RISK FACTORS" BEGINNING ON PAGE 6.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS

APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS PROSPECTUS IS

TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

PER SHARE TOTAL

Public offering price.......................................  $            $

Underwriting discounts and commissions......................  $            $

Proceeds, before expenses, to Cybergold.....................  $            $

THE UNDERWRITERS MAY ALSO PURCHASE UP TO AN ADDITIONAL SHARES OF COMMON STOCK AT THE

PUBLIC OFFERING PRICE, LESS THE UNDERWRITING DISCOUNTS AND COMMISSIONS, TO COVER OVER-

ALLOTMENTS.

THE UNDERWRITERS EXPECT TO DELIVER THE SHARES AGAINST PAYMENT IN NEW YORK, NEW YORK ON

, 1999.

SG COWEN CIBC WORLD MARKETS VOLPE BROWN WHELAN & COMPANY , 1999

[FRONT COVER OUTSIDE GATEFOLD

DESCRIPTION: COLOR REPRODUCTION OF CYBERGOLD WEB SITE HOME PAGE WITH TEXT ANNOTATIONS

AND ARTWORK DESCRIBING VARIOUS COMPONENTS OF THE HOME PAGE.

RELATED TEXT ANNOTATIONS, CLOCKWISE FROM TOP:

- - SERVICES TO ENHANCE CYBERGOLD MEMBERSHIP VALUE - - CYBERGOLD PRESENTS TO MEMBERS A

ROTATING SET OF FEATURED INCENTIVE OFFERS - - "SPEND" OFFERS PROVIDE MEMBERS WITH

ABILITY TO PURCHASE DIGITAL CONTENT USING CYBERGOLD MICROPAYMENTS - - A SET OF CHANGING

"EARN" OFFERS PROVIDE MEMBERS WITH OPPORTUNITIES TO EARN CASH FOR SPECIFIC ONLINE

BEHAVIORS - - EXTRA MEMBER PERKS ARE SPONSORED BY CYBERGOLD MERCHANTS - - WEB SURFERS

CAN OPEN A FREE CYBERGOLD ACCOUNT. NO SOFTWARE DOWNLOADS ARE NEEDED - - EASY ACCESS TO

POPULAR INTERNET CONTENT ENHANCES MEMBER VALUE

CYBERGOLD S-1 INSIDE FRONT COVER GATEFOLD

DESCRIPTION: 2-PAGE SPREAD COLOR REPRODUCTION OF THREE REPRESENTATIVE CYBERGOLD WEB

SITE PAGES, PLUS A RENDERING OF A "BANK" SYMBOL AND THE VISA CREDIT CARD LOGO.

WEB SITE PAGE 1: REPRODUCTION OF THE CYBERGOLD "EARN" PAGE.

RELATED TEXT ANNOTATIONS, CLOCKWISE FROM TOP:

- - TOP: CONSUMERS EARN CASH FOR ONLINE ACTIVITY.

- - NEAR TOP: TABS ENHANCE MEMBER NAVIGATION OF THE CYBERGOLD WEB SITE.

- - RIGHT SIDE: CYBERGOLD PRESENTS MERCHANT OFFERS FOR MEMBERS TO REVIEW AND ACT UPON.



- - BOTTOM: REWARD AMOUNTS VARY ACCORDING TO THE ACTIONS REQUESTED BY MERCHANTS AND BY

THE VALUE OF MEMBERS' ACTIONS TO THE MERCHANTS.

- - LEFT BOTTOM: MEMBERS READ SUMMARY DESCRIPTIONS OF INCENTIVE OFFERS. CLICKING ON

OFFERS PROVIDES MORE INFORMATION AND INSTRUCTIONS.

- - LEFT TOP: LISTING BY CATEGORY PROVIDES ADDITIONAL NAVIGATIONAL AID.

WEB SITE PAGE 2: REPRODUCTION OF THE CYBERGOLD "ACCOUNT MANAGEMENT" PAGE.

RELATED TEXT ANNOTATIONS, CLOCKWISE FROM TOP:

- - TOP: ACCOUNT MANAGEMENT SCREEN ENABLES MEMBERS TO REVIEW ACCOUNT STATUS AND

HISTORY.

- - BOTTOM RIGHT: MEMBER BALANCE.

- - BOTTOM LEFT: CONSUMER ACCOUNT HISTORY.

- - TOP LEFT: ACCOUNT INFORMATION.

UPPER RIGHT SIDE OF PAGE, SYMBOL 1: "BANK" SYMBOL ANNOTATED WITH MEMBER TRANSFERS

CYBERGOLD BALANCE TO PERSONAL BANK ACCOUNT.

UPPER RIGHT SIDE OF PAGE, SYMBOL 2: REPRODUCTION OF "VISA" LOGO, ANNOTATED WITH: MEMBER

TRANSFERS CYBERGOLD BALANCE TO VISA ACCOUNT OR MEMBER LOADS CYBERGOLD ACCOUNT FROM VISA

CARD.

WEB SITE PAGE 3: REPRODUCTION OF THE CYBERGOLD "SPEND" PAGE.

RELATED TEXT ANNOTATIONS, CLOCKWISE FROM TOP:

TOP: UTILIZING CYBERGOLD MICROPAYMENTS, MEMBER BUYS DIGITAL CONTENT, SERVICES AND

PRODUCTS. THOUSANDS OF ITEMS ARE AVAILABLE.

NEAR TOP: LOG-IN BAR.

RIGHT SIDE 1: CYBERGOLD'S MULTIMEDIA MART IS A SOURCE FOR A WIDE VARIETY OF DIGITAL

CONTENT, SERVICES AND PRODUCTS PROVIDED BY MERCHANTS AND HOSTED BY CYBERGOLD.

RIGHT SIDE 2: CD WORLD SELLS MUSIC CDS, DVDS, GAMES AND SOFTWARE.

RIGHT SIDE 3: BUYCOLLEGESTUFF PROVIDES COLLEGE-BRANDED SCREENSAVER SOFTWARE.

RIGHT SIDE 4: EPITONIC IS A VENDOR OF INDEPENDENT MP3 MUSIC FILES.]

Prospectus Summary

The following is only a summary. You should carefully read the more detailed information contained in

this prospectus, including our financial statements and related notes. Our business involves significant

risks. You should carefully consider the information under the heading "Risk Factors." Unless otherwise

noted, all information in this prospectus: (1) assumes that all outstanding shares of our preferred stock

are converted into 14,453,186 shares of common stock on the day that this offering is completed; (2)

assumes that the underwriters do not exercise their option to purchase additional shares, (3) assumes

the exercise of warrants to purchase 576,925 shares of Series D Preferred Stock prior to the

completion of this offering and the conversion of such shares to common stock, (4) assumes our

reincorporation in Delaware and (5) does not reflect a for reverse stock split to be effected prior to the

consummation of the offering.



Cybergold, Inc.
We are a leading provider of online direct marketing and cash-based incentive advertising solutions.

We combine a variety of Internet-based direct advertising and marketing services with cash-based

online incentive programs to provide flexible, cost-per-action incentive marketing solutions. Our

payment structure, in which our advertising and marketing clients are only charged when our members

execute specific predefined actions, provides these clients with a known cost per yield for their

advertising campaigns. By leveraging our proprietary consumer member database and our targeting

capabilities, we are able to offer our clients customized, targeted advertising solutions designed to

improve advertisement response rates and reduce customer acquisition costs.

The unique capabilities of the Internet create significant opportunities for advertisers, marketers and

merchants to develop direct relationships with consumers. Forrester Research estimates that Internet

advertising expenditures in 1998 were approximately $1.3 billion and projects Internet advertising

expenditures will increase to approximately $10.5 billion in 2003. To date, the majority of Internet

advertising has been in the form of passive banner advertising. Decreasing consumer response to

banner advertising has led advertisers and marketers to seek alternative forms of online advertising to

increase the effectiveness and efficiency of their online marketing efforts. As advertisers and marketers

seek to increase the effectiveness and efficiency of their online marketing efforts, they are turning to

incentives-based programs, which reward consumers for their attention or specific response to ads and

promotions. Most incentives-based programs offer consumers the ability to earn "points" that are

redeemable only for limited products, frequent flyer miles or other non-cash, often restricted, rewards.

Our online Earn & Spend Community offers our 1.8 million consumer members a broad array of cash-

based incentive reward opportunities, whereby members are compensated with cash, rather than non-

cash incentives for responding to online marketing offers. The cash earned by our members can be

credited to either their VISA or bank accounts from their Cybergold account or be used to purchase

digital content, services and products, including software, music, games, credit reporting services and

original artistic works and publications through our Earn & Spend Community.

We have developed a proprietary micropayment system that enables the cost-effective management of

cash-based incentive programs on our Web site and on other Web sites. Our system combined with our

Earn & Spend incentives enables the online exchange of inexpensive digital content, services and

products which has not previously been economically practical.

We believe our solution provides the following benefits:

Advertising and Marketing Client Benefits - - Provides advertisers and marketers more flexible and

effective marketing tools to induce desired consumer behavior.

- - Provides a cost-per-action incentive marketing solution, reducing customer acquisition costs and

risk. 3 - - Enables advertisers and marketers to better measure the effectiveness of their online

advertising campaigns, allowing the review and modification of campaigns at any time to react to

consumer response rates.



- - Enables our clients to leverage our proprietary member database to offer customized and targeted

campaigns.

Member Benefits

- - Members receive cash for their Internet activity, unlike other incentive reward programs where

consumers receive only frequent flier miles, specified products or other non-cash, often restricted,

incentive rewards.

- - Member choice is increased by enabling consumers to limit the number of advertising and

marketing offers they are exposed to and to respond only to advertising and marketing for which they

have an interest. Consumers, through our Earn & Spend Community, can spend their cash rewards on a

wide variety of digital content, services or products or simply have their cash rewards credited to their

VISA or bank accounts.

Merchant Benefits

- - Enables Internet commerce on a pay-per-transaction basis, offering merchants an alternative

revenue source by providing them access to our broad membership base.

- - Provides merchants with value-added services, including "non-hosted" and "hosted" services. In

"non-hosted" solutions, our micropayment transaction system enables merchants to sell inexpensive

items or services on their own Web sites. In "hosted" solutions, we provide the merchants with a

complete outsourced suite of Web site hosting, systems administration, transaction processing and

integration services, while the merchant only provides the content.

Since inception, a total of 144 advertising and marketing clients have offered incentives using our

system. Advertising and marketing clients that have used our service include Ask Jeeves, Inc.,

autobytel.com inc., Cendant Corporation (Netmarket), The Walt Disney Company (Disney Daily Blast,

Disney Store Online), Earthlink Network, Inc., GoTo.com, Inc., Interactive Coupon Network (Cool

Savings), LifeMinders.com, Inc., New Media and Qwest Communications International Inc.

We have entered into strategic relationships with the First National Bank of Omaha, MBNA America

Bank, Earthlink Network, Inc., BuySafe.com and others which have enabled us to offer our advertising

and marketing clients and members a broad range of incentives and online services. We intend to

continue to enter into strategic relationships in order to build our Earn & Spend Community, generate

additional traffic to our Web site, increase membership and establish additional sources of revenue.

We were incorporated under the name Cyber-Bucks, Inc. in California in October 1994. We

subsequently changed our name to CyberGold, Inc. and intend to reincorporate under the name

Cybergold, Inc. in Delaware prior to this offering. Our principal executive offices are located at 2921

Adeline Street, Berkeley, California 94703, and our telephone number is (510) 845-5000. Cybergold is

our registered trademark. Cybergold Mint and Earn & Spend are our trademarks. This prospectus also

contains trademarks of other companies. Our Web site is www.cybergold.com. Information contained

on our website does not constitute part of this prospectus. 4



The Offering
Common Stock we are offering.................. shares Common Stock to be outstanding after the shares

offering.................................... Underwriters' over-allotment option........... shares Use of

proceeds............................... For general corporate purposes, including working capital and capital

expenditures, and for potential strategic acquisitions or investments. See "Use of Proceeds." Dividend

policy............................... We do not anticipate paying cash dividends. Proposed Nasdaq National Market

symbol........ CGLD The number of shares of our common stock to be outstanding immediately after the

offering is based on the number of shares outstanding on May 18, 1999. This number does not take

into account:

- 1,875,957 shares of our common stock subject to options outstanding at a weighted average exercise

price of $0.19 per share and 1,824,043 shares of common stock reserved for issuance under our stock

option plans or other option agreements at March 31, 1999;

- 185,000 shares of common stock issuable upon conversion of outstanding options to purchase

preferred stock;

- 1,500,000 shares of common stock reserved for issuance under our 1999 Omnibus Equity Incentive

Plan;

- 300,000 shares of common stock reserved for issuance under our 1999 Employee Stock Purchase

Plan; and - outstanding warrants to purchase 272,500 shares of our common stock at a weighted

average exercise price of $0.30 per share.

Summary Financial Data (In Thousands, Except Per Share
Data)
The following summary financial data is derived and qualified in its entirety by our financial

statements. See "Management's Discussion and Analysis of Financial Condition and Results of

Operations."

THREE MONTHS ENDED

YEAR ENDED DECEMBER 31,           MARCH 31,

1996       1997       1998      1998       1999

(UNAUDITED)

STATEMENT OF OPERATIONS DATA:

Total revenues......................................  $     1    $   531    $1,005    $   107    $   503

Gross margin........................................        0        238       539         72        258

Loss from operations................................   (2,579)    (3,729)   (4,683)    (1,215)    (1,737)

Net loss............................................   (2,569)    (3,744)   (4,604)    (1,220)    (1,726)

Basic and diluted net loss per common share.........  $ (0.46)   $ (0.63)   $(0.87)   $ (0.20)   $ (0.33)

Shares used in computing basic and diluted net loss

per common share..................................    5,618      5,969     6,031      6,020      6,079

The following table presents our summary balance sheet at March 31, 1999, which has been adjusted

for the conversion of our preferred stock outstanding as of March 31, 1999 into 11,373,263 shares of

common stock, the issuance of 3,076,923 shares of Series D Preferred Stock on May 18, 1999 and the



conversion of these shares into an equal number of shares of common stock, the issuance of 576,925

shares of Series D Preferred Stock upon the exercise of warrants and the conversion of these shares

into an equal number of shares of common stock, and our sale of shares of our common stock at an

assumed public offering price of $ per share in this offering. See "Use of Proceeds" and "Capitalization."

MARCH 31, 1999 PRO FORMA ACTUAL PRO FORMA AS ADJUSTED (UNAUDITED)

BALANCE SHEET DATA:

Cash and cash equivalents...................................  $ 2,280      $

Current assets..............................................    2,403

Total assets................................................    2,893

Long-term obligations, net of current maturities............      291

Convertible redeemable preferred stock......................    6,671

Total stockholders' equity (deficit)........................   (5,978)

Risk Factors
You should carefully consider the risks described below before making an investment decision. You

should also refer to the other information in this prospectus, including our financial statements and the

related notes. The risks and uncertainties described below are not the only ones potentially affecting

our company. Additional risks and uncertainties that we are unaware of or that we currently deem

immaterial also may become important factors that affect our company.

If any of the following risks occur, our business, results of operations or financial condition could be

materially harmed. As a result, the trading price of our common stock could decline, and you could lose

all or part of your investment.

Risks Related to Our Business

We Have a History of Losses and Expect Continued Losses for
the Foreseeable Future

We have not achieved profitability in any previous quarter, and given our planned level of operating

expenses, we expect to continue to incur operating losses for the foreseeable future. Our retained deficit

as of March 31, 1999 was approximately $13.8 million. We plan to increase our operating expenses as

we continue to build brand and infrastructure and consequently, our losses will increase in the future.

Although we have experienced revenue growth in recent quarters, we cannot be certain that revenues

will increase at a rate sufficient to achieve and maintain profitability. If our revenue growth is slower

than we anticipate or our operating expenses exceed our expectations, our losses will significantly

increase. We may never achieve profitability. Even if we were to achieve profitability, we may not be

able to sustain or increase profitability on a quarterly or annual basis. See "Selected Financial Data" and

"Management's Discussion and Analysis of Financial Condition and Results of Operations" for more

information on our operating history and results of operations.



WE CANNOT ASSURE YOU THAT WE WILL BE PROFITABLE BECAUSE WE HAVE OPERATED

OUR BUSINESS ONLY FOR A SHORT PERIOD OF TIME AND HAVE ONLY A LIMITED

OPERATING HISTORY UPON WHICH TO EVALUATE OUR BUSINESS We were incorporated in

October 1994 but did not begin to generate meaningful revenues until March 1997. Accordingly, we

have only a limited operating history upon which to evaluate our business and prospects. Before buying

our common stock, you should carefully consider the risks and difficulties that are frequently

encountered by early stage companies in the electronic commerce and direct marketing industries.

These risks and difficulties include any:

- inability to add new members to our program or retain members;

- failure by advertisers, marketers or consumers to adopt and accept online direct marketing;

- failure to maintain, expand and develop relationships with advertisers, marketers, partners, third-

party Web sites and merchants;

- inability to increase awareness of the Cybergold brand;

- inability to expand the breadth and depth of services we offer;

- lack of broad acceptance of our method for making small payments over the Internet;

- inability to develop and upgrade our technology to keep pace with the demands of the electronic

commerce, direct marketing and micropayments industries;

- failure to enforce and protect our intellectual property rights;

- inability to hire or retain key employees;

- inability to adapt to the changing advertising, marketing and Internet markets; and - inability to

predict accurately future results of operations.

If we are unsuccessful in addressing these risks and uncertainties, our business, results of operations

and financial condition may be harmed. See "Management's Discussion and Analysis of Financial

Conditions and Results of Operations" for detailed information on our historical operating results.

THE UNPREDICTABILITY OF OUR QUARTERLY RESULTS OF OPERATIONS MAKES IT

DIFFICULT TO PREDICT OUR FINANCIAL PERFORMANCE AND MAY ADVERSELY AFFECT

THE TRADING PRICE OF OUR COMMON STOCK Our quarterly results of operations have varied in

the past and are likely to vary significantly from quarter to quarter. A number of factors are likely to

cause these variations, some of which are outside of our control. These factors include:

- changes in revenue levels resulting from the advertising and marketing budget cycles of individual

advertisers and marketers;

- changes in advertising and marketing costs that we incur to attract and retain members;

- changes in our pricing policies, the pricing policies of our competitors or the pricing policies for

Internet advertising and marketing generally;



- our rate of member acquisition and the level of activity of new and existing members;

- the number and type of programs and development contracts established with our advertising and

marketing clients as well as the impact of the fixed price portion of development contracts on gross

margin;

- the introduction of new products and services by us or by our competitors;

- unexpected costs and delays resulting from the expansion of our operations; and - the occurrence of

technical difficulties or unscheduled system downtime.

We believe that our revenues will be subject to seasonal fluctuations as a result of general patterns of

retail advertising and marketing and consumer purchasing, which are typically higher during the

fourth calendar quarter and lower in the following quarter. In addition, expenditures by advertisers and

marketers tend to be cyclical, reflecting overall economic conditions and consumer buying patterns.

Consequently, our results of operations could be harmed by a downturn in the general economy or a

shift in consumer buying patterns.

Due to these and other factors, we believe that quarter-to-quarter comparisons of our operating results

may not be meaningful and you should not rely upon them as an indication of our future performance.

Our operating expenses are based on expected future revenues and are relatively fixed in the short

term. If our revenues are lower than expected, we would incur greater than expected losses. In addition,

during future periods our operating results likely will fall below the expectations of public market

analysts and investors. In this event, the market price of our common stock likely would decline. See

"Management's Discussion and Analysis of Financial Condition and Results of Operations."

WE DEPEND ON THE INCREASED ACCEPTANCE OF ONLINE INCENTIVES-BASED DIRECT

MARKETING PROGRAMS Our success depends in part on the increased acceptance of online

incentives-based direct marketing programs. Although incentive programs have been used extensively

in traditional marketing and sales channels, they have only recently begun to be used online.

The success of online incentives-based direct marketing programs will depend on the ability of these

programs to attract and retain members, advertising and marketing clients and merchants. Our ability

to attract and retain members, clients and merchants will depend on our marketing efforts and on the

quality of each member, client or merchant experience with our system. The number and relevance of

the direct marketing offers we provide and the perceived value of the incentives we offer will be

necessary to achieve future success. Our ability to generate revenue from clients and merchants will

depend on our ability to differentiate ourselves through the services we provide and technology

solutions we offer, as well as our success in generating adequate participation from consumers in our

online incentives-based direct marketing programs. The attractiveness of our program to consumers

depends in large part on the attractiveness of the incentives we offer. To the extent that our online

incentives-based direct marketing program does not achieve market acceptance among members,

clients and merchants, our business, results of operations and financial condition would be harmed.



Our Success Depends on Our Ability to Maintain and Expand
an Active Membership Base
Our success largely depends on our ability to maintain and expand an active membership base.

Although we currently have approximately 1.8 million members, we generate the majority of our

revenues from a small percentage of our members, and we cannot assure you that the percentage of

active members will increase. In addition, approximately 360,000 of our members have requested not

to receive e-mail from us. Because our revenues are primarily driven by commissions paid by

advertisers and direct marketers based on specific actions taken by our members, if we are unable to

induce existing and new members to actively participate in the Cybergold Earn & Spend Community,

our business, results of operations and financial condition will be harmed. Although our membership

has grown in prior periods, we cannot be certain that our membership growth will continue at current

rates or increase in the future. Currently, we attract the majority of our members through co-

registration agreements with online partners, whereby registrants for those sites have the option to

concurrently sign up for the Cybergold Earn & Spend Community. We believe that the convenience

afforded by this co-registration capability is a significant factor in attracting new members. If we were

to lose these relationships with our online co-registration partners, we would lose a significant source

of new members, and our business, results of operations and financial condition would be harmed.

IF OUR ABILITY TO DEPOSIT TO AND TRANSFER FUNDS FROM VISA ACCOUNTS WERE TO

BE DISCONTINUED OR IF THIS ABILITY WERE TO BE EXTENDED TO COMPETITORS, OUR

BUSINESS COULD BE HARMED Cybergold has a relationship with the First National Bank of

Omaha, an acquiring bank for VISA International Service Association (VISA), that enables the transfer

of funds from individual Cybergold member accounts to their VISA accounts, as well as from their

VISA accounts to their Cybergold accounts. This transaction processing capability required re-

engineering of the First National Bank of Omaha's VISA transaction processing system, and would be

difficult to replicate with another financial service provider if our relationship with the First National

Bank of Omaha were to deteriorate or terminate. The First National Bank of Omaha can terminate the

contract at any time with 30 days notice. Currently, under the conditions of our contract, we cannot

enter into similar relationships with other credit card providers such as MasterCard, American Express

or Discover. However, the First National Bank of Omaha can at its own discretion freely offer similar

services to our existing and potential competitors. If we were to lose this relationship with the First

National Bank of Omaha, or if they were to extend similar services to our competitors, our business,

results of operations and financial condition would be harmed.

If We Are Unable to Establish the Cybergold Brand, Our
Business Would Be Harmed
Developing a strong brand is critical to our business. The reputation of the Cybergold brand will largely

depend on our ability to provide a high-quality experience for our clients, members and merchants. We

cannot assure you that we will be successful in developing our brand. Any client, member or merchant



dissatisfaction with the quality of an experience with our company for reasons within or outside of our

control could damage our reputation. Any damage to our reputation could have a material adverse

effect on our business, results of operations and financial condition. We intend to spend a portion of

the proceeds of this offering to further develop our brand. If we expend additional resources to build

the Cybergold brand and do not generate a corresponding increase in revenues as a result of our

branding efforts, or if we otherwise fail to promote our brand successfully, our business, results of

operations and financial condition would be harmed.

IF THE INTERNET FAILS TO GAIN FURTHER ACCEPTANCE AS A MEDIUM FOR ADVERTISING

AND MARKETING, OUR BUSINESS WOULD BE HARMED Our business depends on market

acceptance of the Internet as a medium for advertising and marketing. Advertisers, marketers and

advertising and marketing agencies that have historically relied on traditional forms of advertising and

marketing may be reluctant or slow to adopt online advertising and marketing. Many advertisers and

marketers have limited or no experience using the Internet as an advertising and marketing medium. In

addition, these advertisers and marketers may have allocated only a limited portion of their budgets to

online advertising and marketing, or may find online advertising and marketing to be less effective for

promoting their products and services than traditional advertising and marketing media, including

television, radio and print. Advertisers, marketers, and advertising and marketing agencies that have

invested substantial resources in traditional methods of advertising and marketing may also be

reluctant to reallocate their resources to online advertising and marketing. The market for online

advertising and marketing also depends on the overall growth and acceptance of electronic commerce.

If the markets for online advertising and marketing and electronic commerce fail to develop or develop

more slowly than we expect, our business, results of operations and financial condition would be

harmed.

We Depend on Consumer Demand for Making Small
Payments Over the Internet
We cannot assure you that the demand for and market acceptance of Internet micropayment services

will develop to a sufficient level to support our continued operations or planned expansion, and we also

cannot assure you that consumers, Web sites or merchants will utilize a system for micropayment

transactions over the Internet. Currently, Internet content and service providers typically use a

subscription model to charge for content or services they provide, if they charge consumers directly for

their content or services at all. We cannot assure you that these entities will ever adopt a method for

accepting small payments for their content or services over the Internet. In addition, the development

of a market for micropayments on the Internet may depend on the eventual adoption of a standard

micropayment system. There can be no assurance that our micropayment system will be the system

adopted by consumers, Web sites, or merchants. If a widespread demand for micropayments does not

develop or if another method for micropayments is adopted as a standard, our business, results of

operations and financial condition will be harmed.



WE FACE SIGNIFICANT COMPETITION FROM ONLINE INCENTIVES-BASED ADVERTISING

AND MARKETING PROGRAMS AND PROVIDERS OF MICROPAYMENT SYSTEMS We face

significant competition from online incentives-based advertising and marketing programs and

providers of micropayment systems. We expect competition to increase due to the lack of significant

barriers to entry for online business generally and for online incentives programs and micropayment

transactions in particular. Currently, several companies offer competitive online incentives programs,

including MyPoints.com, Inc. and Netcentives, Inc. We may also face competition from established

Internet portals and community Web sites that engage in direct marketing, as well as from traditional

advertising agencies and direct marketing companies that may seek to offer online products or services.

In addition, financial service organizations, such as banks and credit card companies, or other large

organizations may develop competitive micropayment systems and incentives-based advertising and

marketing programs.

Some of our current and potential competitors have longer operating histories, greater brand

recognition, larger client and member bases and significantly greater financial, technical and marketing

resources than we do. These advantages may enable them to respond more quickly to new or emerging

technologies and changes in customer preferences. These advantages may also allow them to engage in

more extensive research and development, undertake extensive far-reaching marketing campaigns,

adopt more aggressive pricing policies and make more attractive offers to potential employees,

strategic partners and advertisers. As a result, it is possible that our existing competitors or new

competitors may rapidly acquire significant market share. Increased competition may result in price

reductions, reduced gross margin and loss of market share. We may not be able to compete successfully,

and competitive pressures may adversely affect our business, results of operations and financial

condition. See "Business -- Competition."

A SIGNIFICANT PORTION OF OUR QUARTERLY REVENUES IS RECOGNIZED FROM A

LIMITED NUMBER OF ADVERTISING AND MARKETING CLIENTS A significant portion of our

revenues to date have been recognized from a limited number of advertising and marketing clients. Our

five largest clients accounted for approximately 65% and 63% of our revenues for the year ended

December 31, 1998 and the quarter ended March 31, 1999, respectively and our ten largest clients

accounted for approximately 84% and 85% of our revenues for the year ended December 31, 1998 and

the quarter ended March 31, 1999, respectively. We generally do not have long-term contracts with any

of our clients, and clients can generally terminate their relationships with us upon specified notice and

without penalties. Our client base fluctuates significantly from quarter to quarter primarily as a result

of the advertising and marketing budget cycles of individual clients. In addition, to date this fluctuating

client base has been drawn from a concentrated group of companies. Revenues from significant clients

as a percentage of total revenues are as follows:

YEAR ENDED DECEMBER 31, 1998

Qwest Communications International, Inc...................   22%

Interactive Coupon Network (Cool Savings).................   16%

THREE MONTHS ENDED MARCH 31, 1999

Qwest Communications International, Inc...................   20%

autobytel.com inc.........................................   12%

LifeMinders.com, Inc......................................   11%

Cendant Corporation (Netmarket)...........................   11%



The Walt Disney Company (Disney Daily Blast, Disney Store

Online)................................................   10%

We expect that the majority of our revenues will continue to depend on sales to a relatively small

number of clients and that our client base will continue to vary significantly from quarter to quarter.

Any negative change in our relationship with or downturn in the business of clients or any general

downturn in the businesses of the concentrated group of companies from which our client base is

drawn could seriously harm our results of operations.

IF WE FAIL TO ADAPT TO RAPID CHANGE IN OUR INDUSTRY OR OUR INTERNALLY

DEVELOPED SYSTEMS CANNOT BE MODIFIED PROPERLY FOR INCREASED TRAFFIC OR

VOLUME, OUR PRODUCTS AND SERVICES MAY BECOME OBSOLETE Our industry is

characterized by rapid change. The introduction of products and services embodying new technologies,

the emergence of new industry standards and changing consumer needs and preferences could render

our existing services obsolete and unmarketable. Our future success will depend in part on our ability

to respond effectively to rapidly changing technologies, industry standards and customer requirements

by adapting and improving the performance features and reliability of our services. We may experience

technical difficulties that could delay or prevent the successful development, introduction or marketing

of new products and services. In addition, any new enhancements to our products and services must

meet the requirements of our current and prospective users. We could incur substantial costs to modify

our services or infrastructure to adapt to rapid change in our industry.

We internally developed our systems for maintaining our Web site processing transactions and

maintaining member accounts. If, in the future, we cannot modify these systems to accommodate

increased traffic and an increased volume of transactions and orders, we could suffer slower response

time, problems with customer service and delays in reporting accurate financial information. During

the first three months of 1999, we experienced instances of unscheduled system downtime, which

resulted in our Web site being inaccessible for periods ranging from several minutes to several hours

and could experience such unscheduled system downtime in the future.

We Rely on Our Intellectual Property Rights and May Be
Unable to Protect These Rights
We rely on a combination of patent, copyright, trademark and trade secret laws and restrictions on

disclosure to protect our intellectual property rights. Despite our efforts to protect our proprietary

rights, unauthorized parties may attempt to copy or otherwise obtain and use our technology or

business model. Monitoring unauthorized use of our technology and business model is difficult and we

cannot be certain that the steps we have taken will prevent unauthorized use of our technology and

business model. In addition, our business activities may infringe upon the proprietary rights of others,

and, from time to time, we have received, and may continue to receive, claims of infringement against

us. Litigation may be necessary to enforce our intellectual property rights, to protect our trade secrets

or to determine the validity and scope of the proprietary rights of others. Litigation could subject us to

significant liability for damages and invalidation of our proprietary rights. These lawsuits, regardless of



their success, would likely be time consuming and expensive to resolve and would divert management's

time and attention away from our business. Any potential intellectual property litigation could also

force us to do one or more of the following:

- make significant changes to the structure and operation of our business;

- attempt to design around a third party's patent; or - license alternative technology from another

party.

Implementation of any of these alternatives could be costly and time consuming, and may not be

possible. Accordingly, an adverse determination in any litigation that we are a party to would have a

material adverse effect on our business, results of operations and financial condition.

Cybergold has two issued U.S. Patents covering its business model and software architecture. We also

have U.S. and foreign pending patent applications. Cybergold is our only registered trademark,

although we have applied to register additional trademarks in the United States. We cannot assure you

that our patents or trademarks will not be successfully challenged by others or invalidated, that our

pending patents will be issued or that our trademark registrations will be approved. If our trademark

registrations are not approved because third parties own these trademarks, our use of these trademarks

would be restricted unless we entered into arrangements with the third-party owners, which might not

be possible on reasonable terms.

We generally enter into confidentiality or license agreements with our employees and consultants, and

control access to and distribution of our technologies, documentation and other proprietary

information. Despite our efforts to protect our proprietary rights from unauthorized use or disclosure,

unauthorized parties may attempt to disclose, obtain or use our solutions or technologies. We cannot

assure you that the steps we have taken will prevent misappropriation of our solutions or technologies,

particularly in foreign countries where laws or law enforcement practices may not protect our

proprietary rights as fully as in the United States. See "Business -- Intellectual Property" for more

information on our intellectual property.

Any Failure of Our Network Infrastructure Could Harm Our
Business
Our success depends on the capacity, reliability and security of our networking hardware, software and

telecommunications infrastructure. We use network servers that are housed at an Internet co-location

service provider's data center in San Jose, California. Despite precautions taken by us and the host of

our Web site, our system is susceptible to natural and man-made disasters such as earthquakes, fires,

floods, power loss and vandalism. Telecommunications failures, computer viruses, electronic break-ins

or other similar disruptive problems could adversely affect the operation of our systems. In addition,

any technical failure or security problems at our Internet service provider and co-location facility could

harm our business, financial condition and results of operations. Our insurance policies may not



adequately compensate us for any losses that may occur due to any damages or interruptions in our

systems. Accordingly, we could be required to make capital expenditures in the event of unanticipated

damage. We do not currently have redundant systems or a formal disaster recovery plan.

In addition, our members depend on Internet service providers for access to our Web site. Internet

service providers and Web sites have experienced significant outages in the past, and could experience

outages, delays and other difficulties due to system failures unrelated to our systems. These problems

could harm our business, results of operations and financial condition.

IF WE FAIL TO MANAGE EXPANSION EFFECTIVELY, OUR BUSINESS, RESULTS OF

OPERATIONS AND FINANCIAL CONDITION COULD BE HARMED Our success will depend in

part on our ability to manage our growth and expansion effectively. We plan to expand our technology,

sales, administrative and marketing organizations. Our anticipated future expansion may place a

significant strain on our management systems and resources. We will need to continue to improve our

financial and managerial controls and reporting systems and procedures and to expand, train and

manage our workforce. See "Management's Discussion and Analysis of Financial Condition and Results

of Operations."

In addition, we are in the process of moving our operations to new facilities. During this move our

technology infrastructure could be more susceptible to technical failures or other disruptive problems.

Any such problems could diminish or halt our ability to provide services to our customers, which could

harm our business, results of operations and financial condition.

Many of Our Key Personnel Are New to Cybergold and May
Not Work Together Successfully
A number of people on our management team and sales force have joined our Company in the last 12

months. Our management team has limited experience working together. Our future performance will

depend, in part, on our ability to integrate successfully our newly hired executive officers into our

management team, and our ability to develop an effective working relationship among management.

Our executive officers, who have worked together for only a short time, may not be successful in

working together or managing our company. Any dissent among executive officers, or between our

officers and our board of directors, could affect our ability to make strategic decisions. See

"Management." In addition, the majority of our sales force has joined our Company in the last six

months and they have limited experience marketing our services and working together. If our key

personnel are unable to market our services and work together successfully, our business, results of

operations and financial condition could be harmed.



We May Not Be Able to Hire or Retain Key Employees
Our future success will depend, in part, on our ability to attract and retain highly skilled employees,

particularly management, sales and technical personnel. Competition for employees in our industry is

intense. We may be unable to retain our key employees or to attract other highly qualified employees in

the future. We have experienced difficulty from time to time in attracting the personnel necessary to

support the growth of our business, and we may experience similar difficulty in the future. If we are

unable to hire or retain key employees, our business, results of operations and financial condition will

be harmed.

We May Face Risks and Costs Associated with Potential
Future Acquisitions
We may acquire or make investments in businesses, products, services, or technologies to carry out our

business strategy. We do not have any present understanding, nor are we having any discussions

relating to any acquisition or investment. If we acquire businesses, products, services or technologies,

we could have difficulty in assimilating them into our operations. These difficulties could disrupt our

ongoing business, distract our management and employees and increase our expenses. In addition,

effecting acquisitions could require use of a significant amount of our available cash. Furthermore, we

may have to issue equity or equity-linked securities to pay for future acquisitions, and any such

issuance could be dilutive to existing and future stockholders. In addition, acquisitions and investments

may have negative effects on our reported results of operations due to acquisition-related charges and

amortization of acquired technology and other intangibles. Any of these acquisition-related risks or

costs could harm our business, financial condition and operating results.

We Face Risks Associated with Expanding Our Business
Internationally
An element of our growth strategy is to introduce our services in international markets. Our

participation in international markets will be subject to a number of risks, including foreign

government regulations, export license requirements, tariffs and taxes, fluctuations in currency

exchange rates, introduction of the European Union common currency, difficulties in managing foreign

operations and political and economic instability. To the extent our potential international members

are impacted by currency devaluations, general economic crises or other macroeconomic events, the

ability of our members to utilize our services could be diminished. In order to help us address some of

the risks associated with introducing our services internationally, we believe it will be necessary to

establish strategic relationships with international partners. To date, we have not entered into any

strategic relationship with any international partners. We cannot assure you that we will be able to

establish international relationships, or that if established, they will be successful. In addition, we

cannot assure you that electronic commerce will develop successfully in international markets or that



potential members in these foreign markets will utilize incentives-based marketing programs.

Furthermore, we cannot assure you that we will be able to develop banking relationships with foreign

banks or overcome any legal restrictions related to offering cash rewards and incentives that exist in

foreign jurisdictions. Any failure to develop our business internationally may harm our competitive

position and consequently our business.

WE MAY NEED MORE WORKING CAPITAL TO EXPAND OUR BUSINESS, AND OUR

PROSPECTS FOR OBTAINING ADDITIONAL FINANCING ARE UNCERTAIN We currently

anticipate that our available cash resources combined with the net proceeds from this offering will be

sufficient to meet our anticipated capital expenditures and working capital requirements through the

end of 2000. However, we may need to raise additional funds sooner to fund more rapid expansion, to

develop new or enhance existing services or products, to respond to competitive pressures or to acquire

complementary products, businesses, or technologies. If additional funds are raised through the

issuance of equity or equity-linked securities, the percentage ownership of our stockholders would be

reduced. In addition, these securities may have rights, preferences or privileges senior to those of our

stockholders. We cannot assure you that additional financing will be available on terms favorable to us,

or at all. If adequate funds are not available or are not available on acceptable terms, our ability to fund

our expansion, take advantage of potential opportunities, develop or enhance services or products, or

otherwise respond to competitive pressures would be significantly limited. Our business, results of

operations and financial condition could be harmed by this limitation. See "Use of Proceeds" and

"Management's Discussion and Analysis of Financial Condition and Results of Operations -- Liquidity

and Capital Resources" for a discussion of working capital and capital expenditures.

Risks Related to the Internet Industry
IF WE ARE UNABLE TO SECURELY MAINTAIN AND EXPAND OUR MEMBERSHIP DATABASE,

OUR BUSINESS COULD BE HARMED An important feature of our program is our ability to develop

and maintain individual member profiles. Security and privacy concerns may cause consumers to resist

providing the personal data necessary to support this profiling capability. As a result of these security

and privacy concerns, we may incur significant costs to protect against the threat of security breaches

or to alleviate problems caused by such breaches. Use of our Cybergold Earn & Spend Community

could decline if any compromise of security occurred. In addition, if unauthorized third parties gain

access to our system and alter or destroy information in our database, our ability to target direct

marketing offers to members would be harmed. We could also be subject to legal claims from members.

Any public perception that we engaged in unauthorized release of member information would

adversely affect our ability to attract and retain members. Any of these events could have a material

adverse effect on our business, results of operations and financial condition.

We maintain a database containing information on our members, including their account balances. Our

database may be accessed by unauthorized users accessing our systems remotely. If we experience a

security breach, the integrity of our database may be jeopardized. Any breach of this type could lead to

financial losses through the unauthorized redemption of monies.



WE COULD BE SUBJECT TO LIABILITY FOR ONLINE CONTENT THAT MAY NOT BE COVERED

BY OUR INSURANCE The nature and breadth of information disseminated on our Web site could

expose us to liability in various areas, including claims relating to:

- programs and promotions we offer;

- content and publication of various materials posted on our Web site based on defamation, libel,

negligence, personal injury and other legal theories; and - copyright or trademark infringement and

wrongful action due to the actions of third parties.

Claims of these kind against us would result in our incurring substantial costs and would have a

negative impact on our financial and other resources. If there were numerous claims, or if the claims

were severe, we would need to implement measures to reduce our exposure and potential liability.

Accordingly, we may be required to change our services in such a way that would be less attractive to

our advertisers, marketers, merchants and members. This in turn could reduce traffic to our Web site,

negatively impact our membership or reduce our revenue from electronic commerce or advertising and

marketing. Our general liability insurance may be insufficient to cover expenses and losses in

connection with any claims against us. To the extent our insurance coverage does not cover liability or

expenses we incur, our business, financial condition and results of operations would be harmed.

IF THE INTERNET INFRASTRUCTURE FAILS TO DEVELOP OR BE ADEQUATELY

MAINTAINED, OUR BUSINESS WOULD BE HARMED BECAUSE MEMBERS MAY NOT BE ABLE

TO ACCESS OUR SERVICES We depend on the Internet infrastructure to provide the performance,

capacity and reliability needed to support the anticipated expansion of electronic commerce on the

Internet. If Internet usage grows, the Internet infrastructure may not be able to support the demands

placed on it by this growth, and its performance and reliability may decline. Among other things,

continued development of the Internet infrastructure will require a reliable network backbone with

necessary speed, data capacity and security. Currently, there are regular failures of the Internet

network infrastructure, and there are likely to be more in the future. These failures may undermine our

marketing clients' and our members' confidence in the Internet as a viable commercial medium. Any

actual or perceived degradation in the performance of the Internet as a whole could undermine the

benefits of our services. In addition, the Internet could lose its viability as a commercial medium due to

delays in the development or adoption of new technology required to accommodate increased levels of

Internet activity or due to government regulation. If outages or delays occur frequently in the future,

electronic commerce and the use of our services could grow more slowly or decline, which could harm

our business, results of operations and financial condition.

WE MAY BE VULNERABLE TO UNAUTHORIZED ACCESS, COMPUTER VIRUSES AND OTHER

DISRUPTION PROBLEMS THAT COULD ADVERSELY AFFECT US Despite the implementation of

security measures, our networks may be vulnerable to unauthorized and illegal access, computer viruses

and other disruptive problems. Eliminating computer viruses and alleviating other security problems

may require interruptions, delays or cessation of service to users accessing our Web sites, which could

have a material adverse effect on our business, results of operations and financial condition. A party

who is able to circumvent security measures could misappropriate proprietary information or cause



interruptions in our Internet operations. Internet service providers and online service providers have

in the past experienced, and may in the future experience, interruptions in service as a result of the

accidental or intentional actions of Internet users, current and former employees or others. We may be

required to expend significant capital or other resources to protect against the threat of security

breaches or to alleviate problems caused by breaches. Although we intend to continue to implement

security measures, we cannot be certain that measures implemented by us will not be circumvented in

the future.

OUR BUSINESS IS SUBJECT TO RISKS REGARDING SECURE TRANSMISSION OF

CONFIDENTIAL INFORMATION OVER PUBLIC NETWORKS A necessity of online commerce and

communications is the secure transmission of confidential information over public networks. Our

security measures may not prevent security breaches. Any failure to prevent security breaches could

harm our business. We rely on encryption and authentication technology licensed from third parties to

provide the security and authentication technology to effect secure transmission of confidential

information, including customer credit card numbers. Advances in computer capabilities, new

discoveries in the field of cryptography, or other developments may result in a compromise or breach

of the technology used by us to protect customer transaction data. Any such compromise of our

security could harm our reputation and, therefore, our business.

Future Regulation of the Internet Could Restrict the Operation
and Growth of Our Business
Any new regulation of the Internet could inhibit growth of the Internet and decrease the acceptance of

the Internet as a communications and commercial medium, which could have a material and adverse

effect on our business. The laws governing the Internet and email services remain largely unsettled.

There is no single governmental body overseeing our industry, and many state laws enacted in recent

years have different and sometimes inconsistent application to our business.

In addition, industry standards and practices by Internet service providers and other third-party e-mail

providers vary. Some of these providers have blocked in the past and, at their discretion, may in the

future elect to block, all e-mails coming from a specific domain, such as Cybergold, preventing

distribution of e-mails from us.

Potential Privacy Regulation

In addition, the Federal Trade Commission is considering the adoption of regulations regarding the

collection and use of personal information obtained from individuals, especially children, when

accessing Web sites. These regulations could restrict our ability to provide demographic data to our

advertising and marketing clients. At the international level, the European Union has adopted a

directive that will impose restrictions on the collection and use of personal data. This directive could

affect U.S. companies that collect information over the Internet from individuals in European Union



member countries and may impose restrictions that are more stringent than current Internet privacy

standards in the United States. These developments could have an adverse effect on our business,

results of operations and financial condition.

Potential Currency Regulation

Our online incentive program rewards are not currently subject to currency regulation in any

jurisdiction. If any governmental agency deemed that our rewards are subject to such regulation, our

business, financial condition and results of operations could be harmed.

Potential Foreign Regulation
Governments of foreign countries may also attempt to regulate electronic commerce. New laws could

stall the growth of the Internet and decrease the acceptance of the Internet as a commercial medium.

In addition, existing laws such as those governing intellectual property and privacy may be interpreted

to apply to the Internet. In the event that foreign governments, the federal government, state

governments or other governmental authorities adopt, modify or re-interpret laws or regulations

relating to the Internet, our business, results of operations and financial condition could be harmed.

Potential Electronic Commerce Regulation
In 1998, the United States government enacted a three-year moratorium prohibiting states and local

governments from imposing new taxes on electronic commerce transactions. Upon expiration of this

moratorium, if it is not extended, states or other governments may levy sales or use taxes on electronic

commerce transactions. An increase in the taxation of electronic commerce transactions may make the

Internet less attractive for consumers and businesses which would harm our business.

WE FACE A NUMBER OF UNKNOWN RISKS ASSOCIATED WITH THE YEAR 2000 PROBLEM,

ANY OF WHICH MAY HARM OUR BUSINESS Many currently installed computer systems and

software products are coded to accept only two digit entries in their date code field. Beginning in the

Year 2000, these date code fields will need to accept four digit entries to distinguish 21st century dates

from 20th century dates. As a result, computer systems and software products used by many companies

may need to be upgraded to comply with these Year 2000 requirements.

The costs we have incurred and expect to incur related to Year 2000 compliance have not been material

to our business, results of operations or financial condition. In the event that our assessment of our

Year 2000 readiness is inaccurate, we could be required to expend substantial resources to remedy any

unanticipated Year 2000 problems. Costs associated with unanticipated Year 2000 problems and

difficulties in remedying these problems by year-end could have a material adverse effect on our

business, results of operations and financial condition.



The most likely Year 2000 failure scenario attributable to a supplier or customer is a systematic failure

beyond our control or the supplier's or customer's immediate control, such as a prolonged data

communication, telecommunications or electrical failure. A failure of this sort could prevent members

from accessing our Web site and prevent us from operating our business. The primary business risks in

the event of such a failure would include lost revenues, increased operating expenses and loss of

members. Any of these risks could have a material adverse effect on our business, results of operations

and financial condition.

We have not yet developed a comprehensive contingency plan to address Year 2000 problems that are

not detected and corrected prior to their occurrence.

Risks Related to the Offering
OUR EXECUTIVE OFFICERS AND DIRECTORS WILL RETAIN SUBSTANTIAL VOTING

CONTROL OVER CYBERGOLD AFTER THE OFFERING WHICH WILL ALLOW THEM TO

INFLUENCE THE OUTCOME OF MATTERS SUBMITTED TO STOCKHOLDERS FOR APPROVAL

We anticipate that our executive officers, our directors and entities affiliated with them will, in the

aggregate, beneficially own approximately % of our outstanding common stock following the

completion of this offering, or % assuming exercise of the underwriters option to purchase additional

shares. As a result, these stockholders will retain substantial control over matters requiring approval by

our stockholders, such as the election of directors and approval of significant corporate transactions.

This concentration of ownership may also have the effect of delaying or preventing a change in control.

See "Principal Stockholders" for more information relating to the ownership positions of our executive

officers and directors.

SOME OF THE PROVISIONS OF OUR CHARTER DOCUMENTS MAY HAVE ANTI-TAKEOVER

EFFECTS THAT COULD PREVENT A CHANGE IN CONTROL OF CYBERGOLD Some of the

provisions of our certificate of incorporation, our bylaws and the Delaware General Corporation Law

could make it more difficult for a third party to acquire us, even if a change of control would be

beneficial to our stockholders. See "Description of Capital Stock" for more information on our charter

provisions and Delaware General Corporation Law. Such provisions include:

- authorizing the issuance of up to 5,000,000 shares of "blank check"preferred stock;

- providing for a classified board of directors with staggered, three year terms; and - prohibiting certain

stockholder action by written consent.

THE SUBSTANTIAL NUMBER OF SHARES THAT WILL BE ELIGIBLE IN THE NEAR FUTURE

MAY CAUSE THE MARKET PRICE OF OUR COMMON STOCK TO DECLINE A substantial

number of shares of common stock will be available for sale in the public market following this

offering, which could adversely affect the market price for our common stock. See "Shares Eligible for

Future Sale" for a more detailed description of the eligibility of shares of our common stock for future

sale.



A Public Market for Our Securities May Not Develop or Be
Sustained
There has not been a public market for our common stock. We cannot predict the extent to which

investor interest in our common stock will lead to the development of a trading market or how liquid

that market might become. The initial public offering price for the shares will be determined by

negotiations between us and the representatives of the underwriters and may not be indicative of

prices that will prevail in the trading market. You may not be able to resell your shares at or above the

initial public offering price. See "Underwriting."

OUR STOCK PRICE COULD BE VOLATILE FOLLOWING THIS OFFERING WHICH COULD LEAD

TO CLASS ACTION LITIGATION The stock market has experienced significant price and volume

fluctuations, and the market prices of technology companies, particularly Internet-related companies,

have been highly volatile. Investors may not be able to resell their shares at or above the initial public

offering price. In addition, in the past, securities class action litigation has often been instituted against

a company following periods of volatility in the company's stock price. This type of litigation could

result in substantial costs and could divert our management's attention and resources which could

harm our business.

YOU WILL EXPERIENCE AN IMMEDIATE AND SUBSTANTIAL DILUTION IN THE BOOK

VALUE OF YOUR INVESTMENT The initial public offering price of our common stock is

substantially higher than what the net tangible book value per share of the common stock will be

immediately after this offering. If you purchase our common stock in this offering, you will incur

immediate dilution of approximately $ in the net tangible book value per share of our common stock

from the price you pay for our common stock (based upon an assumed initial public offering price of $

per share). See "Dilution." The exercise of outstanding options and warrants may result in further

dilution.

MANAGEMENT MAY APPLY THE PROCEEDS OF THIS OFFERING TO USES THAT DO NOT

INCREASE OUR PROFITS OR MARKET VALUE We intend to use the net proceeds from the sale of

the common stock for general corporate purposes, including working capital, and for potential strategic

acquisitions or investments. We have not determined how the proceeds will be allocated among the

anticipated uses. Accordingly, our management will have significant flexibility in applying the net

proceeds of this offering and you will not have the opportunity, as part of your investment decision, to

assess whether the proceeds are being used appropriately. The net proceeds may be used for corporate

purposes that do not increase our profitability or our market value. Until the proceeds are needed, we

plan to invest them in investment-grade, interest-bearing securities. The failure of management to

apply these funds effectively could harm our business. See "Use of Proceeds."



You Should Not Rely on Forward-looking Statements Because
They Are Inherently Uncertain
This prospectus contains forward-looking statements. These statements relate to future events or our

future financial performance. In some cases, you can identify forward-looking statements by

terminology such as "may," "will," "should," "expect," "plan," "anticipate," "believe," "estimate," "predict,"

"potential" or "continue," the negative of such terms or other comparable terminology. These

statements are only predictions. Actual events or results may differ materially. In evaluating these

statements you should specifically consider various factors, including the risks outlined under "Risk

Factors." These factors may cause our actual results to differ materially from any forward-looking

statement. In addition, this prospectus contains forward-looking statements attributed to third party

industry sources relating to their estimates regarding the growth of Internet use. You should not place

undue reliance on these forward-looking statements.

Although we believe that the expectations reflected in the forward-looking statements are reasonable,

we cannot guarantee future results, levels of activity, performance or achievements. Moreover, neither

we nor any other person assumes responsibility for the accuracy and completeness of the forward-

looking statements. We are under no duty to update any of the forward-looking statements after the

date of this prospectus to conform such statements to actual results or to changes in our expectations.

Use of Proceeds
We estimate that our net proceeds from the sale of              shares of

common stock we are offering will be approximately $     million ($     million

if the underwriters exercise their over-allotment option in full) at an assumed

initial public offering price of $          and after deducting estimated

offering expenses of $          and underwriting discounts and commissions

payable by us.

We expect to use the net proceeds for general corporate purposes, including working capital and capital

expenditures. A portion of the net proceeds may also be used to acquire or invest in businesses,

technologies, product lines or products that are complementary to our business. We have no current

agreements or commitments with respect to any of these acquisitions or investments. Our management

will have broad discretion concerning the use of the net proceeds of the offering. Pending these uses,

we intend to invest the net proceeds of this offering in investment-grade, interest-bearing securities.

Dividend Policy
We have never declared or paid cash dividends on our common stock or other securities and do not

currently anticipate paying cash dividends in the future. Our equipment financing obligations

currently prohibit the payment of dividends.



Capitalization
The following table sets forth our capitalization as of March 31, 1999. The pro forma information

reflects the sale of 3,076,923 shares of Series D Preferred Stock on May 18, 1999, the issuance of

576,925 shares of Series D Preferred Stock upon the exercise of outstanding warrants, the filing of an

amendment to our amended and restated certificate of incorporation to provide for authorized capital

stock of 75,000,000 shares of common stock and 5,000,000 shares of undesignated preferred stock

and the conversion of all outstanding shares of preferred stock into 15,030,111 shares of common

stock on completion of this offering. The pro forma as adjusted information reflects the sale of the

shares of common stock offered hereby and the application of the net proceeds we receive from this

offering. The outstanding share information excludes 1,958,364 shares of common stock issuable upon

exercise of outstanding options as of March 31, 1999 at a weighted average exercise price of $0.19 per

share, 185,000 shares of common stock issuable upon conversion of outstanding options to purchase

preferred stock, 272,500 shares of common stock issuable upon exercise of outstanding warrants at a

weighted average exercise price of $0.30 per share, 1,500,000 shares of common stock reserved for

issuance under our 1999 Omnibus Equity Incentive Plan and 300,000 shares of common stock

reserved for issuance under our 1999 Employee Stock Purchase Plan. This table should be read in

conjunction with "Management's Discussion and Analysis of Financial Condition and Results of

Operations" and the financial statements and the related notes. See "Use of Proceeds" and

"Management -- Stock Plans."

AS OF MARCH 31, 1999 PRO FORMA ACTUAL PRO FORMA AS ADJUSTED (IN THOUSANDS,

EXCEPT SHARE AND PER SHARE DATA) Long-term obligations, net of current

maturities.................................... $ 291,425 $ $ Convertible redeemable preferred stock, $0.0001 par

value, 8,000,029 shares authorized, 6,283,792 shares issued and outstanding, actual; no shares

authorized, no shares issued and outstanding, pro forma and pro forma as adjusted......................................

6,671,480 Stockholders' equity (deficit): Preferred stock, $0.0001 par value, 5,329,971 shares

authorized, 5,092,471 shares issued and outstanding, actual; 5,000,000 shares authorized, no shares

issued or outstanding, pro forma and pro forma as adjusted........... 509 Common stock, $0.0001 par

value, 20,000,000 shares authorized, 6,109,017 shares issued and outstanding, actual; 75,000,000

shares authorized, shares issued and outstanding, pro forma; shares authorized, issued and outstanding,

pro forma as adjusted............ 611 Stock subscription receivable................... Additional paid-in

capital...................... 8,916,025 Deferred compensation........................... (1,143,674) Retained

deficit................................ (13,751,771) Total stockholders' equity (deficit).......................... (5,978,300)

Total capitalization.................. $ $ $

Dilution
The pro forma net tangible book value of our common stock as of March 31, 1999, giving effect to (i)

the sale of 3,076,923 shares of Series D Preferred Stock on May 18, 1999, (ii) the issuance of 576,925

shares of Series D Preferred Stock upon the exercise of outstanding warrants and (iii) the conversion of

all outstanding shares of preferred stock into common stock on the closing of this offering, was $ , or



approximately $ per share of common stock. "Pro forma net tangible book value per share" represents

the amount of our total tangible assets reduced by the amount of our total liabilities divided by shares

of common stock outstanding after giving effect to the conversion of the preferred stock outstanding

as of March 31, 1999 into common stock. After giving effect to the issuance and sale of shares of

common stock offered by us and after deducting estimated underwriting discounts and commissions

and estimated offering expenses payable by us, our pro forma net tangible book value as of March 31,

1999 would have been , or $ per share. This represents an immediate increase in pro forma net tangible

book value of $ per share to existing stockholders and an immediate dilution in net tangible book value

of $ per share to new investors. The following table illustrates the per share dilution:

Assumed initial public offering price per share............. $ Pro forma net tangible book value per share as

of March 31, 1999............................................... $ Increase per share attributable to new investors..........

Pro forma net tangible book value per share after the offering.................................................. Dilution per

share to new investors The following table summarizes on a pro forma basis, giving effect to the

conversion of all outstanding shares of preferred stock into common stock on the closing of this

offering, as of March 31, 1999, the difference between the number of shares of common stock

purchased from us by existing stockholders and by new investors, the total consideration paid to us by

existing stockholders and new investors and the average price paid by existing stockholders and by

new investors, before deduction of estimated discounts and commissions and estimated offering

expenses payable by us.

SHARES PURCHASED       TOTAL CONSIDERATION      AVERAGE

--------------------    ---------------------      PRICE

NUMBER      PERCENT      AMOUNT      PERCENT    PER SHARE

Existing stockholders.............                          $                         $

New investors.....................

Totals..................               100.0%                   100.0%

As of March 31, 1999, there were options outstanding to purchase a total of 1,875,957 shares of

common stock at a weighted average exercise price of $0.19 per share; 185,000 shares of common

stock issuable upon conversion of outstanding options to purchase preferred stock; 272,500 shares of

common stock issuable upon exercise of outstanding warrants at a weighted average exercise price of

$0.30 per share; 1,500,000 shares of common stock reserved for issuance under our 1999 Omnibus

Equity Incentive Plan and 300,000 shares of common stock reserved for issuance under our 1999

Employee Stock Purchase Plan. To the extent outstanding options or warrants are exercised, there will

be further dilution to new investors. See "Management -- Stock Plans."

Selected Financial Data

The selected financial data presented below are derived from the financial statements of Cybergold,

Inc. These financial statements have been audited by Arthur Andersen LLP, independent public

accountants. The balance sheets as of December 31, 1997 and 1998 and the statements of operations

for the years ended December 31, 1996, 1997 and 1998, and the related report, are included elsewhere

in this prospectus.



The selected financial data presented below as of March 31, 1999 and for the three months ended

March 31, 1998 and 1999 are derived from our unaudited financial statements and are not necessarily

indicative of the results that may be expected for future periods, including the year ending December

31, 1999. In the opinion of the Company, all adjustments, consisting of normal recurring adjustments,

necessary for a fair presentation of our financial position and results of operations for such periods

have been included.

The selected balance sheet data set forth below, as of December 31, 1997, and 1998 and the statement

of operations data for each of the three years in the period ended December 31, 1998, are derived from

the Company's financial statements which have been audited by Arthur Andersen LLP, independent

public accountants, and which are included elsewhere in this prospectus.

The selected financial data as of March 31, 1999 and for the three months ended March 31, 1998 and

1999 are derived from the Company's unaudited financial statements which are included elsewhere in

this prospectus and which include, in the opinion of the Company, all adjustments, consisting only of

normal recurring adjustments, that are necessary for a fair presentation of its financial position and the

results of its operations for those periods. Operating results for the three months ended March 31,

1999 are not necessarily indicative of the results that may be expected for the year ending December

31, 1999.

The Company was formed in 1994 but did not begin meaningful operating activities until 1996.

Therefore, no selected financial data is presented for the years ended December 31, 1994 or 1995.

The selected financial data set forth below should be read in conjunction with our financial statements

and notes and "Management's Discussion and Analysis of Financial Conditions and Results of

Operations" included elsewhere in this prospectus.

The selected consolidated financial data should be read in conjunction with, and is qualified by

reference to "Management's Discussion and Analysis of Financial Condition and Results of Operations"

and the Company's financial statements and notes thereto included elsewhere in this Prospectus.

THREE MONTHS

YEAR ENDED DECEMBER 31,        ENDED MARCH 31,

1996       1997       1998       1998       1999

(UNAUDITED)

(IN THOUSANDS EXCEPT PER SHARE DATA)

STATEMENT OF OPERATIONS DATA:

Revenues

Transaction............................  $     1    $   457    $   628    $   107    $   333

Custom marketing services and other....        0         74        377          0        170

Total revenues.................        1        531      1,005        107        503

Cost of revenues.........................        1        293        466         35        244

Gross margin...........................        0        238        539         72        259

Operating expenses:

Product development....................    1,093      1,190      1,700        376        484

Sales and marketing....................      841      2,162      2,695        791        967

General and administrative.............      645        615        642        120        228

Amortization of deferred

compensation........................        0          0        185          0        316

Total operating expenses.......    2,579      3,967      5,222      1,287      1,995

Loss from operations.....................   (2,579)    (3,729)    (4,683)    (1,215)    (1,736)

Interest income (expense), net...........       10        (15)        79         (5)        11



Net loss...............................  $(2,569)   $(3,744)   $(4,604)   $(1,220)   $(1,725)

Dividend attributable to preferred

stockholders...........................       --         --       (660)        --       (293)

Net loss attributable to common

stockholders...........................  $(2,569)   $(3,744)   $(5,265)   $(1,220)   $(2,018)

Net loss per common share,

Basic and diluted(1)...................  $ (0.46)   $ (0.63)   $ (0.87)   $ (0.20)   $ (0.33)

Weighted average common shares

outstanding,

Basic and diluted(1)...................    5,618      5,969      6,031      6,020      6,079

Pro forma basic and diluted(1)...........                        $ (0.31)              $ (0.10)

Weighted average common shares

outstanding, basic and diluted......                         14,915                17,396

(1) See Note 1 of Notes to Financial Statements for a description of the method used to compute basic

and diluted net loss per common share.

DECEMBER 31,

---------------------     MARCH 31,

1997         1998          1999

(UNAUDITED)

(IN THOUSANDS)

BALANCE SHEET DATA:

Cash and cash equivalents............................  $ 1,240    $    3,175    $    2,280

Current assets.......................................    1,401         3,592         2,403

Total assets.........................................    1,823         4,040         2,893

Long term obligations, net of current maturities.....      272           226           291

Convertible redeemable preferred stock...............       --         6,379         6,671

Total stockholders' equity (deficit).................      743        (4,277)       (5,978)

Management's Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion should be read in conjunction with the financial statements and the notes to

those statements that appear elsewhere in this prospectus. The following discussion contains forward-

looking statements that reflect our plans, estimates and beliefs. Our actual results could differ

materially from those discussed in the forward-looking statements. Factors that could cause or

contribute to such differences include, but are not limited to, those discussed below and elsewhere in

this prospectus, particularly in "Risk Factors."

Overview
We are a leading provider of online direct marketing and cash-based incentive advertising solutions.

We combine a variety of Internet-based direct advertising and marketing services with cash-based

online incentive programs to provide flexible, cost-per-action incentive marketing solutions. Our

payment structure, in which our advertising and marketing clients are only charged when our members

execute specific predefined actions, provides these clients with a known cost per yield for their

advertising campaigns. By leveraging our proprietary consumer member database and our targeting

capabilities, we are able to offer our clients customized, targeted advertising solutions designed to

improve advertisement response rates and reduce customer acquisition costs.



Cybergold was incorporated in October 1994 and from inception through the second quarter of 1996,

we were in an early stage of development, and had no sales and limited operating activities. From the

second quarter of 1996 through the first quarter of 1997, operating activities related primarily to

developing necessary infrastructure, recruiting personnel, raising capital, initial strategic planning and

developing our Web site. In March 1997, we launched our initial service and enrolled our first

Cybergold members. In March 1999, we introduced our micropayments system, and launched our Earn

& Spend Community. Our membership base increased from approximately 250,000 at December 31,

1997 to approximately 1.0 million at December 31, 1998 and to approximately 1.8 million at May 18,

1999. Although our membership has grown in prior periods, we cannot be certain that our membership

growth will continue at current rates or increase in the future. See "Risk Factors -- Our success depends

on our ability to maintain and expand an active membership base."

Our revenues consist of transaction revenues and custom marketing services and other revenues.

Transaction revenues represent fees paid to us each time a member either earns or spends incentive

rewards within our system and for micropayments transactions. Our members earn rewards by

responding to online advertisements with a specific action such as filling out a survey or registering for

services. We are paid a transaction fee by advertisers or marketers and we pay a portion of this fee to

our members as a cash reward. We also earn a transaction fee when our members spend their cash

rewards to purchase inexpensive digital content, services or products through our site or other sites

using our system. These transaction revenues are not recognized until the transaction has been

completed. In the case of prepayments by the advertising or marketing client, amounts not yet

recognized are included in deferred revenue on the balance sheet. To date, our transaction revenues

have been primarily generated from per-transaction fees received from our advertising and marketing

clients for incentive programs. Revenues from micropayment transactions have not been material.

Our transaction revenues are driven by a number of factors, including:

- the number of our advertising and marketing clients;

- the size of our membership base;

- the number of transactions performed by each member; and - the average revenue per transaction.

Custom marketing services and other revenues include production and development fees received for

customization of marketing programs, fees received for delivering targeted e-mail to our members and

fees received for other advertising and marketing services. Production and development fees represent

HTML design services, graphic services, engineering and database development and related services.

We charge clients for production and development fees on either a fixed price or time and materials

basis. Revenue is recognized as these services are performed. These revenues fluctuate based on the

number of new programs initiated, type of services, and scope and complexity of each program.

The cost of revenues associated with our transaction revenues represent cash rewards paid to our

members for completing transactions or actions. We pay our members a portion of the amount

received from the advertiser or marketer in return for completing a specified response or action. Gross



margin on transaction revenues may fluctuate based on the nature of the incentive programs and the

advertisers and marketers in any given period.

The cost of revenues associated with custom advertising and marketing services and other revenues

primarily consist of costs for production and development personnel and independent contractors,

including associated payroll tax, benefits and other indirect costs. Gross margin associated with these

revenues varies from contract to contract depending on the specific terms of the individual contract,

and may also fluctuate significantly based on the number and size of fixed price contracts that we

undertake in any period and our ability to complete them within the anticipated budget.

We incurred a net loss of approximately $4.6 million in 1998, and approximately $1.7 million in the

three months ended March 31, 1999. As of March 31, 1999 we had a retained deficit of approximately

$13.6 million. We plan to increase our operating expenses as we continue to build brand and

infrastructure and consequently, our losses will increase in the future. Our limited operating history

makes it difficult to forecast future operating results. Although we have experienced revenue growth in

recent quarters, we cannot be certain that revenues will increase at a rate sufficient to achieve and

maintain profitability. Even if we were to achieve profitability in any period, we may not be able to

sustain or increase profitability on a quarterly or annual basis.

In connection with the granting of options to purchase our common stock to certain employees,

directors and consultants during 1998 and the first quarter of 1999, we recorded deferred

compensation of $1.6 million representing the difference between the exercise price of options granted

and the deemed fair market value of our common stock at the time of grant. We will amortize this

deferred compensation as an expense over the vesting periods of the related options. Total deferred

compensation expenses recognized during the year ended December 31, 1998 and the three month

period ended March 31, 1999 were $185,000, and $316,000, respectively.

Results of Operations
The following table sets forth selected financial data for the periods indicated as a percentage of total

revenues. Data for the year ended December 31, 1996 is not presented because we had no material

revenues during that period.

YEAR ENDED

DECEMBER 31,      THREE MONTHS ENDED

1997      1998       1998       1999

STATEMENT OF OPERATIONS DATA:

Revenues:

Transaction.........................................    86.0%     62.5%       99.1%     65.2%

Custom marketing services and other.................    14.0      37.5         0.9      34.8

Total revenues..............................   100.0     100.0       100.0     100.0

Cost of revenues......................................    55.2      46.4        33.3      47.3

Gross margin................................    44.8      53.6        66.7      52.7

Operating expenses:

Product development.................................   224.1     169.0       283.3      95.3

Sales and marketing.................................   407.2     268.2       811.1     200.8

General and administrative..........................   115.8      63.9       112.0      48.2

Amortization of deferred compensation...............      --      18.4         0.0      64.2



Total operating expenses....................   747.1     519.5     1,206.4     408.5

Loss from operations..................................  (702.3)   (466.0)   (1,139.7)   (355.8)

Interest income (expense), net........................    (2.8)      7.9        10.3       2.2

Net loss..............................................  (705.1)%  (458.1)%  (1,129.4)%  (353.6)%

Three Months Ended March 31, 1999 and 1998

Revenues

Our revenues increased 370% to $503,000 in the three months ended March 31, 1999 from $107,000

in the three months ended March 31, 1998.

Transaction Revenues. Transaction revenues increased 211% to $333,000 in the three months ended

March 31, 1999 from $107,000 in the three months ended March 31, 1998. The increase in

transaction revenues is a the result of the growth in our membership base and an increase in the

average revenue per transaction. Total membership grew 265% to approximately 1,550,000 as of

March 31, 1999 from approximately 425,000 as of March 31, 1998.

Custom Marketing Services and Other Revenues. Custom marketing services and other revenues were

$170,000 in the three months ended March 31, 1999. We did not generate any custom marketing

services and other revenues in the three months ended March 31, 1998. The increase in custom

marketing services revenues is primarily the result of a relationship with a single significant customer.

We expect custom marketing services and other revenues to fluctuate from period to period.

Cost of Revenues
Cost of revenues represents the cash incentives paid to members for performing specified actions in

response to advertisements and the personnel costs associated with custom marketing services and

other revenues. Cost of revenues increased 597% to $244,000 in the three months ended March 31,

1999 from $35,000 in the three months ended March 31, 1998, and gross margin decreased to 51%

from 67% in these respective periods. This decrease in gross margin was primarily due to a change in

the mix of revenue-generating services, including an increase in lower-margin custom marketing

services and other revenues. We expect gross margin to fluctuate in future periods as a result of

continued variation in the mix of services we provide, as well as the potential impact of fixed price

custom marketing services contracts.

Product Development Costs
Our product development costs primarily consist of compensation for technology personnel, fees for

outside technology consultants, and an allocation of overhead costs. Product development costs

increased 29% to $484,000 in the three months ended March 31, 1999 from $376,000 in the three

months ended March 31, 1998, but decreased as a percentage of revenues to 96% from 351% in these



respective periods. The increase in product development costs was primarily due to the increased

hiring of additional technical personnel, including consultants. The decrease in product development

expenses as a percentage of revenues is primarily attributable to an increase in revenues as we

increased our membership and advertising and marketing clients. In addition, the fixed nature of

certain development costs also contributed to the decrease in expense as a percentage of revenues. To

date, we have expensed all product development costs as they have been incurred. We expect product

development costs to continue to increase as we continue to build features and functionality into our

system.

Sales and Marketing Expenses
Our sales expenses primarily consist of compensation for sales personnel, expenses for trade shows and

an allocation of overhead costs. Our marketing expenses consist primarily of member acquisition

expenses, promotions directed towards new and existing incentives-based advertisers and marketers,

compensation for marketing personnel and an allocation of overhead costs.

Sales and marketing expenses increased 22% to $967,000 in the three months ended March 31, 1999

from $792,000 in the three months ended March 31, 1998, but decreased as a percentage of revenues

to 192% from 739% in these respective periods. The increase in sales and marketing expenses is

primarily attributable to additional hiring of sales and marketing personnel, increased sales

commissions resulting from higher revenues, increased expenses associated with membership

acquisition, and increased advertising and promotion expenses. The decrease in sales and marketing

expenses as a percentage of revenues is attributable primarily to an increase in revenues as we

increased our membership and advertising and marketing clients. We expect sales and marketing

expenses to increase as we continue to increase our marketing efforts, expand our direct sales force and

open additional regional sales offices.

General and Administrative Expenses

Our general and administrative expenses include compensation for administrative personnel, fees for

outside professional advisors and an allocation of overhead costs. General and administrative expenses

increased 90% to $228,000 in the three months ended March 31, 1999 from $120,000 in the three

months ended March 31, 1998, but decreased as a percentage of revenues to 45% from 112% in these

respective periods. The increase in general and administrative expenses resulted from higher

professional fees as well as an increase in payroll expenses due to hiring additional administrative

personnel. The decrease in general and administrative expenses as a percentage of revenues is

primarily attributable to an increase in revenues as we increased our membership and advertising and

marketing clients. In addition, the fixed nature of certain general and administrative costs also

contributed to the decrease in expenses as a percentage of revenues. We expect that general and

administrative expenses will continue to increase as we expand our operations and incur additional

costs related to being a public company.



Amortization of Deferred Compensation Expense
In connection with the granting of options to purchase our common stock to certain employees,

directors and consultants during the three months ended March 31, 1999, we recorded deferred

compensation representing the difference between the exercise price of options granted and the

deemed fair market value of our common stock at the time of grant. Amortization of deferred

compensation was $316,000 in the three months ended March 31, 1999. In the three months ended

March 31, 1998, we recorded no deferred compensation.

Interest Income (Expense), Net
Interest income (expense), net, primarily consists of interest earned on cash balances, including

balances in Cybergold member accounts, offset by interest expense incurred with respect to the

Company's capital leases and equipment financing obligations. Interest income (expense), net, was

$11,000 in the three months ended March 31, 1999 and was a net expense of $5,000 in the three

months ended March 31, 1998. The change from net expense to net income resulted primarily from

increased interest income on higher cash balances.

Years Ended December 31, 1998, 1997 and 1996

Revenues
Revenues increased 88% to $1.0 million in the year ended December 31, 1998 from $531,000 in the

year ended December 31, 1997. We had no material revenues in 1996.

Transaction Revenues. Transaction revenues increased 37% to $628,000 in the year ended December

31, 1998 from $457,000 in the year ended December 31, 1997. The increase in transaction revenues is

the result of the growth in our membership base and the average revenue per transaction generated by

those members. Total membership grew 320% from approximately 254,000 on December 31, 1997 to

approximately 1,066,000 on December 31, 1998.

Custom Marketing Services and Other Revenues. Custom marketing services and other revenues

increased 409% to $377,000 in the year ended December 31, 1998 from $74,000 in the year ended

December 31, 1997. The increase in custom marketing services and other revenues resulted primarily

from the initiation of relationships with three significant customers.

Cost of Revenues

Cost of revenues increased 59% to $466,000 in the year ended December 31, 1998 from $293,000 in

the year ended December 31, 1997, but gross margin increased to 54% from 45% in these respective

periods. This increase in gross margin was primarily due to improved gross margin on transaction



revenues.

Product Development Costs
Product development costs increased 42% to $1.7 million in the year ended December 31, 1998 from

$1.2 million in the year ended December 31, 1997, but decreased as a percentage of revenues to 169%

from 226% in these respective periods. The decrease in product development expenses as a percentage

of revenues is primarily attributable to an increase in revenues as we increased our membership and

advertising and marketing clients. In addition, the fixed nature of certain development costs also

contributed to the decrease in expense as a percentage of revenues.

Product development costs were $1.1 million in the year ended December 31, 1996. The increase in

costs from 1996 to 1997 was primarily due to increased hiring of technical employees and consultants.

Sales and Marketing Expenses
Sales and marketing expenses increased 23% to $2.7 million in the year ended December 31, 1998

from $2.2 million in the year ended December 31, 1997, but decreased as a percentage of revenues to

270% from 414% in these respective periods. The increase in sales and marketing expenses is primarily

attributable to additional hiring of sales and marketing personnel, increased sales commissions

resulting from higher revenues, increased expenses associated with member acquisition, and increased

advertising and promotion expenses. The decrease in sales and marketing expenses as a percentage of

revenues is attributable primarily to an increase in revenues as we increased our membership and

advertising and marketing clients.

Sales and marketing expenses were $841,000 in the year ended December 31, 1996. The increase in

sales and marketing expenses from 1996 to 1997 is primarily attributable to additional hiring of sales

and marketing personnel, increased sales commissions resulting from higher revenues, increased

expenses associated with member acquisition, and increased advertising and promotion expenses.

General and Administrative Expenses
General and administrative expenses increased 4% to $642,000 in the year ended December 31, 1998

from $615,000 in the year ended December 31, 1997, but decreased as a percentage of revenues to

64% from 116% in these respective periods. The increase in general and administrative expenses

resulted from higher professional fees as well as an increase in payroll expenses due to hiring additional

administrative personnel. The decrease in general and administrative expenses as a percentage of

revenues is primarily attributable to an increase in revenues as we increased our membership and

advertising and marketing clients. In addition, the fixed nature of certain general and administrative

costs also contributed to the decrease in expense as a percentage of revenues.

General and administrative expenses were $645,000 in the year ended December 31, 1996.



Amortization of Deferred Compensation Expense
In connection with the granting of options to purchase our common stock to certain employees,

directors and consultants during the year ended December 31, 1998, we recorded deferred

compensation representing the difference between the exercise price of options granted and the

deemed fair market value of our common stock at the time of grant. Amortization of deferred

compensation in the year ended December 31, 1998 was $185,000. For the years ended December 31,

1997 and 1996 we recorded no deferred compensation.

Interest Income (Expense), Net
Interest income (expense), net was $79,000 in the year ended December 31, 1998, compared to a net

expense of $15,000 in the year ended December 31, 1997. The change to net interest income from net

interest expense is primarily attributable to an increase in the amount of interest earned on cash

balances, partially offset by an increase in interest expense generated from capital lease and equipment

financing obligations.

Interest income (expense), net was $10,000 in the year ended December 31, 1996. The change to net

interest expense in 1997 from net interest income in 1996 is primarily attributable to an increase in

interest expense generated from capital lease and equipment financing obligations as well as interest

on investor notes that were paid in full upon completion of the Company's Series B Preferred Stock

financing in May 1997.

Income Taxes
We recorded a net loss of $4.6 million for the year ended December 31, 1998. For federal and state tax

purposes, no provision for income taxes was recorded, and no tax benefit has been recognized due to

the uncertainty of realizing future tax deductions for these losses.

As of December 31, 1998, we had net operating loss carryforwards of approximately $9,360,000 for

federal and state income tax purposes. The federal and state net operating loss carryforwards begin to

expire in the years 2011 and 2005, respectively. Our ability to utilize our net operating loss

carryforwards to offset future taxable income, if any, may be restricted as a result of equity transactions

that give rise to changes in ownership as defined in the Tax Reform Act of 1986.

Quarterly Results of Operations
The following tables set forth certain statement of operations data for the quarters ended March 31,

1999 in dollars and as a percentage of revenues. This data has been derived from our unaudited

financial statements and is not necessarily indicative of the results that may be expected for future

periods. In our opinion, all adjustments, consisting of normal recurring adjustments, necessary for a

fair presentation of our financial position and results of operations for such period have been included.



THREE MONTHS ENDED

MARCH 31,   JUNE 30,   SEPTEMBER 30,   DECEMBER 31,   MARCH 31,

1998        1998         1998            1998         1999

(IN THOUSANDS)

STATEMENT OF OPERATIONS DATA:

Revenues:

Transaction...........................   $   107    $   155       $   175        $   191       $   333

Custom marketing services and other...         0          8           108            261           170

Total revenues.................       107        163           283            452           503

Cost of revenues........................        35         66           142            223           244

Gross margin...................        72         97           141            229           259

Operating expenses:

Product development...................       376        414           430            480           484

Sales and marketing...................       791        637           563            704           967

General and administrative............       120        119           207            196           228

Amortization of deferred

compensation........................         0          3            30            152           316

Total operating expenses.......     1,287      1,173         1,230          1,532         1,995

Loss from operations....................    (1,215)    (1,076)       (1,089)        (1,303)       (1,736)

Interest income (expense), net........        (5)        12            16             55            11

Net loss................................   $(1,220)   $(1,064)      $(1,073)       $(1,248)      $(1,725)

THREE MONTHS ENDED

MARCH 31,   JUNE 30,   SEPTEMBER 30,   DECEMBER 31,   MARCH 31,

1998        1998         1998            1998         1999

AS A PERCENTAGE OF NET REVENUES:

Revenues:...........................     100.0%     100.0%       100.0%          100.0%       100.0%

Cost of revenues....................      32.7       40.5         50.2            49.3         48.5

Gross margin...............      67.3       59.5         49.8            50.7         51.5

Operating expenses:

Product development...............     351.4      253.4        151.9           106.2         96.2

Sales and marketing...............     739.2      389.5        198.9           155.5        192.2

General and administrative........     112.2       74.9         73.1            43.6         45.3

Amortization of deferred

compensation....................       0.0        1.8         10.7            33.6         62.8

Total operating expenses...   1,202.8      719.6        434.6           338.9        396.5

Loss from operations................  (1,135.5)    (660.1)      (384.8)         (288.2)        (345)

Interest income (expense), net....      (4.7)       7.4          5.7            12.2          2.2

Net loss............................  (1,140.2)%   (652.7)%     (379.1)%          (276)%     (342.8)%

Our total revenues have grown in each quarter. Transaction revenues have increased in each quarter as

a result of growth in our membership base, the average revenue per transaction generated by these

members and the average number of transactions per member. Custom marketing services and other

revenues decreased from the quarter ended December 31, 1998 to the quarter ended March 31, 1999

as the result of the timing of recognition of revenue from a single significant contract in the quarter

ended December 31, 1998. Gross margin has also fluctuated as a result of quarter to quarter changes in

the mix of revenue between higher-margin transaction revenues and lower-margin custom marketing

services and other revenues.

Our operating expenses have increased significantly from 1996 to 1998 and in the first quarter of 1999

as we have transitioned from the development stage to the commercialization of our services. Sales and

marketing expenses fluctuated during 1998, declining sequentially in the second and third quarters of

1998 as a result of changes made to our sales and marketing personnel in an effort to enhance the

quality and quantity of advertisers, marketers and new members we attract. Sales and marketing



expenses increased during the fourth quarter of 1998 as we added new sales and marketing personnel,

including a new Vice President of Sales, and increased promotional expenditures to fuel membership

growth and to attract new advertising and marketing clients.

We plan to increase our operating expenses as we continue to build brand and infrastructure.

Consequently, our losses may increase in the future. Although we have experienced revenue growth in

recent periods, we cannot be certain that such growth will continue at its current rate or increase in the

future. If our revenue growth is slower than we anticipate or our operating expenses exceed our

expectations, our losses will be significantly greater.

Our quarterly results of operations have varied in the past, and our revenues and operating results are

likely to vary significantly from quarter to quarter. A number of factors are likely to cause these

variations, some of which are outside of our control. These factors include:

- changes in revenue levels resulting from the advertising and marketing budget cycles of individual

advertisers and marketers;

- changes in advertising and marketing costs that we incur to attract and retain members;

- changes in our pricing policies, the pricing policies of our competitors or the pricing policies for

Internet advertising and marketing generally;

- our rate of member acquisition and the level of activity of new and existing members;

- the number and type of programs and development contracts established with our advertising and

marketing clients as well as the impact of the fixed price portion of development contracts on gross

margin;

- the introduction of new products and services by us or by our competitors;

- unexpected costs and delays resulting from the expansion of our operations; and - the occurrence of

technical difficulties or unscheduled system downtime.

We believe that our revenues will be subject to seasonal fluctuations as a result of general patterns of

retail advertising and marketing and consumer purchasing, which are typically higher during the

fourth calendar quarter and lower in the following quarter. In addition, expenditures by advertisers and

marketers tend to be cyclical, reflecting overall economic conditions and consumer buying patterns. As

a result, our results of operations could be harmed by a downturn in the general economy or a shift in

consumer buying patterns.

Due to these and other factors, we believe that quarter-to-quarter comparisons of our operating results

may not be meaningful and you should not rely upon them as any indication of our future

performance. Our operating expenses are based on our expectations of our future revenues and are

relatively fixed in the short term. If our revenues are lower than expected, we would incur greater than

expected losses. In addition, during future periods our operating results likely will fall below the

expectations of public market analysts and investors. In this event, the market price of our common

stock likely would decline.



Quantitative and Qualitative Disclosures About Market Risk
At December 31, 1998, our cash and cash equivalents consisted primarily of demand deposits and

money market funds held by large institutions in the United States and our short-term investments

were invested in corporate debt and equity securities maturing in less than one year. Due to the nature

of our short-term investments, we have concluded that there is no material market risk exposure.

Liquidity and Capital Resources

Since inception, we have financed our operations primarily from the sale of equity securities to venture

capital firms and other individual, institutional and strategic investors. We have also borrowed funds

under long-term capital lease and equipment financing facilities. As of March 31, 1999, we had cash

and cash equivalents of $330,633 million and $115,196 million outstanding under capital lease and

equipment financing facilities. In addition, in May 1999, we completed a Series D convertible preferred

stock financing that resulted in net proceeds to us of $8.0 million.

Net cash used in operating activities was $3.5 million in 1998, $3.2 million in 1997, $2.3 million in

1996 and $891,000 in the three months ended March 31, 1999. In 1998, the net cash used in

operating activities consisted primarily of our net loss, offset in part by an increase in net accounts

payable, members payable, membership acquisition payable, depreciation and amortization, and

deferred revenue. In 1997, the net cash used in operating activities consisted primarily of our net loss,

offset by an increase in depreciation, members payable, membership acquisition payable, and deferred

revenue. In 1996, the net cash used in operating activities consisted primarily of our net loss, offset in

part by an increase in accounts payable and depreciation and amortization.

Net cash used in investing activities was $153,000 in 1998, $58,000 in 1997, $387,000 in 1996 and

$89,000 in the three months ended March 31, 1999. These amounts were used to acquire property and

equipment.

Net cash provided by financing activities was $5.6 million in 1998, $4.3 million in 1997, $2.9 million

in 1996 and $85,000 in the three months ended March 31, 1999. In 1998, this amount included $5.8

million in proceeds from the issuance of preferred stock, less payments on capital leases. In 1997, this

amount included primarily $3.1 million in net proceeds from the issuance of preferred stock, $1.0

million in proceeds from stockholder loans that were subsequently converted into preferred stock, and

$250,000 in proceeds from a sale-leaseback transaction related to certain items of computer

equipment, less payments on capital leases. In 1996, this amount included primarily $3,000,000 in

proceeds from the issuance of preferred stock. Net cash provided by financing activities in the three

months ended March 31, 1999 consisted primarily of proceeds from equipment financing.

In 1997 and 1998, we entered into various non-cancelable capital lease agreements for certain types of

capital expenditures. As a result of these capital lease agreements, we had lease payment obligations of

approximately $110,000 in 1997 and $143,000 in 1998. Borrowings under these capital lease



arrangements have terms ranging from 36 to 48 months with monthly payments and interest rates

ranging from 10.5% to 11.5%.

We currently anticipate that our available cash resources combined with the net proceeds from this

offering will be sufficient to meet our anticipated working capital and capital expenditure requirements

through the end of 2000. However, we may need to raise additional funds sooner to fund more rapid

expansion, to develop new or enhance existing services or products, to respond to competitive

pressures or to acquire complementary products, businesses or technologies. If adequate funds are not

available on acceptable terms, our business, results of operations and financial condition could be

harmed. See "Risk Factors -- We may need more working capital to expand our business, and our

prospects for obtaining additional financing are uncertain."

Recent Accounting Pronouncements
In March 1998, the Accounting Standards Executive Committee issued Statement of Position (SOP)

No. 98-1, Accounting for the Costs of Computer Software Development or Obtained for Internal Use.

SOP No. 98-1 is effective for financial statements for fiscal years beginning after December 15, 1998.

We do not expect that the adoption of SOP No. 98-1 will have a material impact on our financial

statements.

In April 1998, the Accounting Standards Executive Committee issued SOP 98-5, Reporting on the

Costs of Start-Up Activities. This SOP provides guidance on the financial reporting of start-up costs

and organization costs. It requires the costs of the start-up activities and organization costs to be

expensed as incurred. The SOP is effective for financial statements for fiscal years beginning after

December 15, 1998. The Company adopted the SOP during the year ended December 31, 1998. The

adoption of the SOP did not have a material impact on our financial statements.

Year 2000 Compliance
Many currently installed computer systems and software products are coded to accept only two digit

entries in their date code field. Beginning in the Year 2000, these date code fields will need to accept

four digit entries to distinguish 21st century dates from 20th century dates. As a result, computer

systems and software products used by many companies may need to be upgraded to comply with

these Year 2000 requirements.

We designed the software underlying our Web-based programs as well as our Web site and related

technology infrastructure to be Year 2000 compliant. However, we rely on third-party hardware and

software in the operation of our business. We believe we have identified all of the major information

systems used in our internal operations and have substantially completed all modifications, upgrades or

replacements to minimize the possibility of a material disruption of our business. The expenditures

that we have incurred to date and the expenditures we expect to incur in this regard have not been and

are not expected to be material to our business, results of operations and financial condition.



We have also contacted the vendors of third-party hardware and software we use in order to gauge

their Year 2000 compliance. Based on these vendors' representations and the activities we have

conducted, we believe that the third-party hardware and software we use are Year 2000 compliant. We

cannot assure you, however, that we will not experience unanticipated negative consequences,

including material costs caused by undetected errors or defects in the technology used in our internal

systems. If, in the future, it comes to our attention that the software underlying our email or Web-based

programs requires modification, or that any of our third-party hardware and software are not Year

2000 compliant, then we will seek to make modifications to our systems. In such case, we expect such

modifications will not have a material effect on our results of operations. There can be no assurance,

however, that we will be able to modify such systems in a timely and successful manner to comply with

the Year 2000 requirements. Any failure to do so could have a material adverse effect on our business,

results of operations and financial conditions.

We are also vulnerable to systemic failures resulting from Year 2000 problems. These failures could

include prolonged data communications, telecommunications or electrical failures. A failure of this

type could prevent members from accessing our Web site or prevent us from operating our business. As

a result, we could experience lost revenues, increased operating expenses and loss of members. Any of

these eventualities could have a material adverse effect on our business, results of operations and

financial condition.

We have not yet developed a comprehensive contingency plan to address Year 2000 problems that are

not detected and corrected prior to their occurrence.

Business

Overview
We are a leading provider of online direct marketing and cash-based incentive advertising solutions.

We combine a variety of Internet-based direct advertising and marketing services with cash-based

online incentive programs to provide flexible, cost-per-action incentive marketing solutions. Our

payment structure, in which our advertising and marketing clients are only charged when our members

execute specific predefined actions, provides these clients with a known cost per yield for their

advertising campaigns. By leveraging our proprietary consumer member database and our targeting

capabilities, we are able to offer our clients customized, targeted advertising solutions designed to

improve advertisement response rates and reduce customer acquisition costs.

Our online Earn & Spend Community offers our 1.8 million consumer members a broad array of cash-

based incentive reward opportunities, whereby members are compensated with cash, rather than non-

cash incentives for responding to online marketing offers. The cash earned by our members can be

credited to either their VISA or bank accounts from their Cybergold account or be used to purchase

digital content, services and products, including software, music, games, credit reporting services and

original artistic works and publications through our Earn & Spend Community. Advertising and



marketing clients that have used our service include Ask Jeeves, Inc., autobytel.com inc., Cendant

Corporation (NetMarket), The Walt Disney Company, Earthlink Network, Inc., GoTo.com, Inc.,

Interactive Coupon Network (Cool Savings), LifeMinders.com, Inc., New Media and Qwest

Communications International Inc.

Industry Background
Growth of the Internet and Online Commerce The Internet has emerged rapidly as an important

medium for facilitating communication, disseminating information and conducting commerce.

International Data Corporation (IDC) estimates that the number of Internet users worldwide exceeded

97 million in 1998 and will grow to approximately 320 million by the end of 2002. IDC also estimates

that worldwide commerce over the Internet will reach approximately $426 billion by the end of 2002,

up from approximately $32 billion in 1998. The availability of a broad range of content and the

acceptance of electronic commerce has driven rapid Internet adoption by businesses and consumers

alike, which has in turn stimulated the proliferation of additional content and electronic commerce.

Online Advertising and Direct Marketing The Internet possesses unique and commercially powerful

characteristics that differentiate it from traditional forms of media, including a lack of geographic or

temporal limitations, real time access to dynamic interactive content, and instantaneous connections

between advertisers, marketers and consumers. Advertisers and marketers are particularly attracted to

the Internet because it enables them to distribute information efficiently, reach potential customers

globally and engage in one-to-one customer interaction. These capabilities create significant

opportunities for advertisers, marketers and merchants to develop direct relationships with consumers.

The Internet also facilitates the efficient collection of valuable customer data and demographic

information, enabling advertisers and marketers to develop targeted marketing campaigns directed to

existing and potential customers.

These characteristics have resulted in the rapid growth of Internet advertising. Forrester Research

estimates that Internet advertising expenditures in 1998 were approximately $1.3 billion and projects

Internet advertising expenditures to increase to $10.5 billion in 2003. The majority of Internet

advertising to date has been in the form of passive banner advertising. However, as the number of Web

sites and amount of advertising on the Internet has proliferated, we believe decreasing consumer

response to banner advertising has led advertisers and marketers to question the effectiveness of such

advertising and marketing campaigns. According to NetRatings, click-through rates, used by advertisers

to measure the effectiveness of their online efforts, was 0.63% in April 1999.

These trends are causing marketers to consider alternative marketing solutions that encourage

consumers not only to pay greater attention to marketing messages but also to increase response rates

to those messages. Conversely, many consumers prefer to limit the number of advertisements to which

they are exposed and prefer to be exposed only to those advertisements for products or services in

which they are interested. We believe that the inability of traditional banner advertising to maximize

the powerful one-to-one relationships enabled by the Internet has led advertisers to place greater

emphasis on online direct marketing as a more effective means to convert Internet users into



customers. The Direct Marketing Association estimates that spending on Internet direct marketing will

grow from $603 million in 1998 to $5.3 billion in 2003, representing a compound annual growth rate

of 54%.

Online Incentive Programs As advertisers and marketers seek to increase the effectiveness and

efficiency of their online marketing efforts, they are turning to incentives-based programs, which

reward consumers for their attention or specific response to ads and promotions. Because advertisers

are charged on a cost-per-action basis in these programs, advertisers are provided with a predictable

cost for the desired response. In contrast, banner advertisers pay simply for the number of times a

banner appears on a Web site page, regardless of how many consumers actually view or click on the

banners or whether they take additional actions based on what they read.

Most incentives-based programs offer consumers the ability to earn "points" that are redeemable only

for limited products, frequent flyer miles or other non-cash rewards. These non-cash incentive

programs often have significant limitations on redemption due to the limited items for which rewards

can be redeemed as well as various program restrictions. For example, programs offering frequent flyer

miles are often restrictive and generally only appeal to consumers who otherwise actively participate in

frequent flyer programs. In addition, rewards for participation in online direct marketing programs

mostly come in small increments and the redemption opportunities generally require large outlays of

points. Therefore, while these programs have the potential to provide significant benefits to advertisers

and marketers, they remain limited to a subset of Internet users.

Online Payment Mechanisms Traditionally, Internet companies have chosen either to fund the free

distribution of content or services through selling banner advertising on their Web sites or to sell their

content or services on a subscription basis. However, the increasing amount of online advertising

inventory and the decreasing effectiveness of banner advertising is causing the price for banner

advertising to decline. According to AdKnowledge, the overall average advertising banner cost per

thousand impressions (CPMs) have fallen 7.5% from June 1998 to March 1999. We believe a continued

decline in CPM rates will lead Internet content and service providers, many of whom depend on

advertising sales as a major source of revenue, to find alternative revenue sources, including the sale of

content or services on a per transaction basis.

While credit cards have traditionally been the dominant form of payment for Internet transactions, the

relatively high costs of processing credit card payments makes them less suitable for inexpensive

Internet purchases. In addition, consumers have traditionally been reluctant to use credit cards for

inexpensive purchases. As a result, the absence of a broadly accepted online micropayment system has

left sales of inexpensive content, services and products economically impractical.

Market Opportunity

Advertisers, marketers and merchants need more effective means to induce consumers to respond to

online advertising and marketing and facilitate the online purchase of inexpensive content, goods and

services. While there have been several attempts to address these needs, current incentives-based

online advertising and marketing and micropayment solutions have a number of significant

limitations. Current incentives-based online advertising and marketing campaigns impose significant



limitations on consumer choice, limiting consumers' ability to monetize their time spent online. These

shortcomings limit the utility and flexibility of incentives-based online marketing programs and,

therefore, consumers' desire to participate. In addition, current transaction processing methods for the

distribution of inexpensive content, services and products are prohibitively expensive. There is a need

for online incentives-based advertising and marketing and micropayment solutions which effectively

target consumers and provide consumers with greater flexibility and purchasing opportunities.

The Cybergold Solution

We are a leading provider of online direct marketing and cash-based incentive advertising solutions.

We believe that we are the first online company to combine a cash-based incentive program with a

direct marketing approach that provides extensive benefits for our advertising and marketing clients,

consumer members and merchants. Our Earn & Spend Community has over 1.8 million consumer

members, which enables our advertising and marketing clients to offer cost-per-action incentive

programs either to our entire member database or to a targeted subset. Users are compensated for

responding to online advertisements or promotions by performing certain client-specified actions, such

as filling out online surveys or purchasing products or services. Internet users become Cybergold

members at no cost by completing a short online registration form on our Web site or on a co-marketer

or co-registration Web site.

In order to manage these cash-based incentive programs on our Web site and on other sites, we have

developed a proprietary transaction system that enables the cost-effective management of cash-based

incentive reward programs and micropayment transactions. Our Earn & Spend Community allows our

members to earn cash by interacting with offers that appeal to their interests. For example, under a

current promotion, members can earn $3.00 for requesting a quote for a new car from our marketing

client, autobytel.com inc. The cash earned by our members is deposited in their Cybergold accounts

and can then be credited to either their VISA cards or bank accounts or be used to purchase digital

content, services and products, including software, music, games and original artistic works and

publications.

[Earn & Spend Diagram:

DESCRIPTION: Presentation of "virtuous circle" diagram.

TOP OF DIAGRAM TEXT ANNOTATION: Web surfers encounter Cybergold merchants offering cash

incentives in exchange for their online behavior.

RIGHT SIDE OF DIAGRAM TEXT ANNOTATION: Members can transfer the money in their

Cybergold accounts to their personal VISA or bank account; or they can spend it on digital content.

BOTTOM OF DIAGRAM TEXT ANNOTATION: Members can purchase and download digital

content, services and products using cash from their Cybergold accounts.



LEFT SIDE OF DIAGRAM TEXT ANNOTATION: To increase their account balances, members "load"

accounts either by transferring funds from their VISA accounts or by performing incentive transactions

with Cybergold merchants.]

Benefits of our unique incentive programs include:

Advertising and Marketing Client Benefits - FLEXIBLE AND EFFECTIVE MARKETING SOLUTION.

We provide a variety of advertising and marketing services for our clients, including incentive offers on

our Earn & Spend Community site, targeted and untargeted e-mails, and ad campaigns that offer cash

incentives directly on third-party sites. We believe our services provide our clients with more effective

advertising tools to induce desired consumer behavior, including purchasing, product evaluation and

subscriptions.

- COST-PER-ACTION PAYMENT STRUCTURE. We provide a cost-per-action incentive marketing

solution, in which our clients are only charged when our members take pre-defined actions specified by

our clients. In contrast, with banner advertising, advertisers typically pay for a number of impressions

on Web sites, regardless of whether consumers click on, or take any action in response to, the banner

advertisement. Our cost-per-action solution provides our clients with both a known cost per yield for

each advertising and marketing campaign, reducing customer acquisition costs and risk.

- MEASURABLE RESULTS. Member actions in response to client marketing messages are instantly

recorded in our database, allowing clients to measure the effectiveness of their advertising campaigns

on an ongoing basis. Clients are able to review and modify their campaigns at any time to react to

customer response rates.

- TARGETING CAPABILITY. By leveraging our proprietary member database, we are able to provide

customized, targeted campaigns for our clients. This targeting capability enables our clients to focus on

specific demographic segments or groups of users that exhibit certain online behavioral patterns. We

believe that by focusing on a specific target audience, our clients should increase response rates and

reduce their customer acquisition costs.

Member Benefits

- CASH REWARDS. Unlike other online incentive programs which reward the customer with "points"

redeemable for frequent flyer miles, specified products or other non-cash rewards, we reward our

members with cash. One Cybergold dollar equals one U.S. dollar. The dollars our members earn are

accumulated in a Cybergold account and can be credited to their VISA cards or bank accounts. We also

offer a number of online spending opportunities to our members, such as the ability to purchase digital

content, services and products, including software, music, games, credit reporting services and original

artistic works and publications.

- MEMBER CHOICE. Our online incentives programs provide two primary benefits for members.

First, members may choose to respond only to advertising and marketing that interests them and

provides a sufficient reward to induce their participation. Second, members earn cash rewards which



they can choose to spend on online purchases or have credited to their VISA cards or bank accounts.

This enables members to pursue advertising and marketing that interests them, increasing the quality

of their online experience.

Merchant Benefits

- NEW REVENUE OPPORTUNITY. Through our micropayments system, we afford merchants who

provide inexpensive digital content, services and products an opportunity to participate in Internet

commerce on a pay-per-transaction basis. We offer these merchants an alternative revenue source by

providing them access to our members, who have cash accounts that can be used for inexpensive

purchases of digital content, services and products. In addition, if Cybergold members wish to

purchase items that cost more than the amount of Cybergold dollars in their accounts, they can deposit

additional funds into their Cybergold accounts from their VISA cards. Our broad membership

community gives merchants an established base of potential customers.

- VALUE-ADDED SERVICES. We provide merchants with "non-hosted" and "hosted" value-added

services to sell inexpensive digital content, products and services. In "non-hosted" solutions, our

micropayment transaction system enables merchants to sell inexpensive digital content, services and

products on their own Web sites. In "hosted" solutions, we provide the merchants with a complete

outsourced suite of Web site hosting, systems administration, transaction processing and integration

services, and the merchant only provides the content.

Strategy
Our objective is to enhance our leadership position in online direct marketing and incentives-based

advertising. We intend to achieve our objective through the following key strategies:

Increase Size of Membership Base. We intend to continue to expand our membership base through

membership acquisition activities such as co-registration programs, co-marketing programs and

advertising on third-party Internet sites. We also plan to initiate offline branding and promotional

campaigns using broadcast, print and outdoor advertising in order to attract new members. In addition,

we intend to explore international opportunities, including potential strategic alliances, in order to

extend the reach of the Cybergold brand.

Increase Number of Advertising and Marketing Clients. We are seeking to broaden our advertising and

marketing client base by increasing our direct and indirect sales and marketing efforts. We plan to

increase significantly the size of our direct sales force and to open additional regional sales offices. In

addition, we are seeking to take advantage of existing distribution channels, such as advertising

networks, to expand the number of advertisers using our incentive marketing system.

Increase Brand Awareness. We are focused on increasing brand awareness to attract and retain

members, advertising and marketing clients and merchants. We intend to use a combination of online

and offline advertising, direct marketing, public relations and other marketing programs designed to



promote the Cybergold brand and build loyalty among our members, clients and merchants. We also

intend to develop promotional and media campaigns with well-known Internet companies and offline

marketers of branded consumer products and services.

Expand Earn & Spend Opportunities to Other Web Sites. Although we currently are primarily a site-

centric service, our micropayment technology enables our Earn & Spend capabilities to function on

third-party Web sites. To date, a number of Web sites have installed the Cybergold Mint, our electronic

commerce payment software, on their servers. We are seeking to aggressively expand Cybergold Mint

installations on other Web sites to increase the number of Internet users who are exposed to the

Cybergold Earn & Spend Community and establish additional sources of revenue. We are also pursuing

strategic relationships with electronic commerce infrastructure vendors to further expand the

distribution of the Cybergold Mint technology.

Enhance Cybergold Earn & Spend Community. We intend to continue to enhance the Cybergold Earn

& Spend Community by increasing the number and variety of incentive offers provided and the

breadth of online purchasing opportunities. We are also actively developing a community store site

where our members can sell their own inexpensive digital content, services and products to other

members. We believe that the Cybergold Earn & Spend Community and our technology enable

individuals and businesses to sell inexpensive digital content, services and products that were

previously not cost-effective to offer online.

Pursue Strategic Acquisitions and Relationships. We intend to continue to enter into strategic

relationships in order to build our Earn & Spend Community, generate additional traffic to our Web

site, increase membership and establish additional sources of revenue. We have entered into strategic

relationships with the First National Bank of Omaha, MBNA America Bank, Earthlink Network, Inc.,

BuySafe.com and others which have enabled us to offer our clients and members a broader selection of

advertising opportunities, expanded content and more online services. In addition, we intend to pursue

strategic acquisitions of complementary technologies and services in order to expand and enhance our

current offering of products and services.

Cybergold Services

Cybergold serves three main constituencies: advertising and marketing clients, consumer members and

merchants. Advertising and marketing clients use Cybergold to cost-effectively acquire new customers

with offers and cash incentives. Consumer members use Cybergold to earn cash rewards for responding

to offers on our Web site, on third-party Web sites and through e-mail campaigns. Merchants use

Cybergold technology as a cost-effective means to sell inexpensive digital content, services and

products on a pay-per-transaction basis to the Cybergold membership base.

Advertising and Marketing Client Services. We work closely with our advertising and marketing clients

to develop marketing campaigns that are tailored to their customer acquisition needs. These programs

include:

- incentives-based offers and promotions on the Cybergold Web site;



- targeted and untargeted e-mail campaigns conducted by us on behalf of our advertising and

marketing clients;

- programs introduced on our marketing clients' Web sites; and - banner ads placed on various targeted

Web sites.

Our membership database technology enables us to maintain and track information about our

members. We are able to track aspects of member online activity, such as marketing programs in which

specific members have participated and online purchases initiated through Cybergold. In addition, we

have access to member information gathered by certain of our advertising and marketing clients. We

believe that our database of membership information allows us to carefully tailor marketing campaigns

to maximize their effectiveness for our clients.

Member Services. Internet users become Cybergold members at no cost by completing a short online

registration form on our Web site or on a co-marketer or co-registration Web site. Our members earn

cash rewards for completing various desired actions, such as viewing an incentive offer, completing a

survey or registration form or downloading software. Members can also earn rebates and incentives by

purchasing a variety of products or services offered through our Web site or third-party Web sites. In

addition, to encourage members to visit our Web site frequently, our members receive free services,

including e-mail, chat, stock quotes and news.

Existing members are notified of new programs and promotions through periodic e-mail distributions.

In contrast to other incentive programs, our members have the opportunity not only to earn cash

rewards that are transferable to their VISA cards or bank accounts, but also to spend their Cybergold

cash rewards for a variety of goods and services. Cash is transferable to a member's bank account in a

minimum amount of $10.00 and to a VISA card in a minimum amount of $5.00. Members are also able

to transfer money from VISA cards to their Cybergold accounts to enable them to use our

micropayment system to purchase additional digital content, goods and services from merchants.

We are committed to maintaining the privacy and security of our members. We keep all personal

information about our members confidential. Cybergold is a member of TRUSTe, a non-profit

organization dedicated to the protection of user privacy and promotion of security online.

Merchant Services. We offer merchants the ability to sell digital content, products and services over the

Internet in transactions of any size. By eliminating the high transaction costs typically associated with

very small credit card transactions, we enable the cost-effective delivery of content such as articles or

music for cents rather than dollars. We believe that our micropayment system enables new business

models for merchants of digital content, products and services. We offer merchants with two

micropayment environment options:

- Non-hosted -- a technology and marketing solution where the Cybergold Mint, our electronic

commerce payment software, is provided to merchants for use on their own Web sites to sell

inexpensive digital content, services and products to online consumers.



- Hosted -- a full-service solution where we provide the customer with a complete outsourced suite of

Web site hosting, systems administration, transaction processing and integration services while the

merchant only provides the content.

Sales and Marketing

Our primary sales strategy is to sell our services directly to advertisers, direct marketers, ad agencies

and electronic commerce merchants. We currently sell our services in the United States through a

direct sales organization, with seven employees located in the San Francisco Bay Area, metropolitan

Dallas and metropolitan New York. Our sales force is dedicated to establishing and maintaining

relationships with advertising and marketing clients. Our sales force uses industry directories, press,

personal contacts, industry knowledge and Internet search engines to seek likely sales prospects.

Recently we have begun to receive sales leads from advertising agencies that have recommended

Cybergold to clients.

Our marketing organization is composed of marketing communications, product management, product

marketing and membership marketing groups. In addition, we also use consultants such as public

relations agencies and graphic design firms to assist with marketing activities. Marketing

communications is responsible for external public relations activities, managing relationships with the

press and industry analysts, and creating marketing collateral materials, such as sales brochures.

Product management is responsible for working with our engineering department and our clients to

define new products as well as enhancements to existing products and services. Product management

also contributes to management development efforts, assists customers with special requirements, and

provides additional resources as needed throughout our company. Product marketing is responsible for

the content and graphics on our Web site, including the production and implementation of advertising

and merchant offers. Product marketing also determines which additional services may be of interest to

members, clients and merchants.

Membership marketing is focused on expanding our membership base. We use a variety of methods to

generate new members, including e-mail campaigns, advertising, and co-registration agreements with

certain affiliate partners, as well as referrals by current members and public relations. Currently, we

attract the majority of our members through co-registration agreements with online partners, whereby

registrants for those sites have the option to concurrently sign up for the Cybergold Earn & Spend

Community. We believe that the convenience afforded by this co-registration capability is a significant

factor in attracting new members. Currently, we have a network of approximately 55 affiliate partners

through which we can attract new members. In addition to these online methods of increasing our

membership base, we are currently planning a range of offline marketing campaigns designed to attract

new members.



Advertising and Marketing Clients
Our advertising and marketing clients pay us commissions each time a member takes an action defined

by our clients in response to some online advertising or promotion. Since inception, a total of 144

advertising and marketing clients have offered incentives using our system. In 1997, no client

accounted for more than 10% of our revenue. In 1998, Qwest Communications International Inc. and

Interactive Coupon Network (CoolSavings) accounted for 22% and 16% of our revenue, respectively. As

of March 31, 1999, Qwest Communications International Inc., autobytel.com inc., LifeMinders.com,

Inc., Cendant Corporation (Netmarket) and The Walt Disney Company (Disney Daily Blast, Disney

Store Online) accounted for 20%, 12%, 11%, 11% and 10% of our revenue, respectively. A

representative list of advertising and marketing clients who are using or have used our services is set

forth below:

- @Backup Corporation    - Consumer Info.com, Inc.        - LifeMinders.com, Inc.

- Alexa Internet         - The Walt Disney Company        - New Media

- Ask Jeeves, Inc.       (Disney Daily Blast,             - Qwest Communications

- autobytel.com inc.       Disney Store Online)             International, Inc.

- Cendant Corporation    - Earthlink Network, Inc.        - First Premier Bank

(Netmarket)            - GoTo.com, Inc.                   (Future Card)

- Interactive Coupon             - Uproar (E-Pub Services Ltd.)

Network (Cool Savings)

Strategic Relationships
To date, we have entered into a number of strategic relationships to build our Earn & Spend

Community, generate additional traffic to our Web site, increase our membership and generate

additional revenue.

These strategic relationships include:

- The First National Bank of Omaha. Our relationship with the First National Bank of Omaha enables

consumers to directly credit their personal VISA accounts with money earned through Cybergold and

to credit their Cybergold accounts with funds from their VISA accounts;

- MBNA America Bank. Together with MBNA America Bank, we launched the co-branded Cybergold

MBNA VISA card, which provides convenient and easy Internet shopping, MBNA's state-of-the-art

fraud protection, VISA Platinum Plus cardholder benefits and the potential for cash incentives;

- Earthlink. We launched a private-label loyalty program with Earthlink under which Earthlink will

utilize our transaction processing and account management technology to implement an incentives-

based loyalty program for its members that use their Earthlink credit cards for shopping both on the

Internet and offline; and - BuySafe.com. Our relationship with BuySafe.com provides the Cybergold

Earn & Spend Community with certain private label merchandising and fulfillment programs.



Technology
We have developed a scaleable technology infrastructure that executes both incentive reward

transactions and online micropayments for consumer purchases. There are two proprietary

components to our infrastructure:

- The Cybergold Mint is our electronic commerce payment software which runs on either our servers

or the servers of our clients or merchants. The Cybergold Mint executes both Cybergold incentive

reward transactions and online micropayments for consumer purchases. To make world-wide

distribution possible, the Cybergold Mint employs a cryptographic system called HMAC-MD5 that

offers full 128-bit security without export controls.

- The Cybergold payment server is our real-time transaction processing engine. This engine is

optimized for high-volume financial transactions and is designed to scale by simply adding additional

hardware to our system. The Cybergold payment server communicates with consumer browsers using

SSL, the industry-standard Web security protocol, to safeguard all private user information.

Our payment server includes property modules for handling:

- interactive transactions;

- background transactions for off-line incentive programs;

- consumer account management and online statements;

- VISA and bank (ACH) transfers and charity donations;

- transaction reversal and dispute management;

- real-time risk management with velocity checking and fraud detection;

- context-sensitive help; and - automated customer assistance with escalation to our separate Customer

Service system.

Typical Cybergold transactions begin when Internet users encounter advertisements offering incentive

and/or purchases on our Web site or on third-party Web sites. The merchant Web servers use the

Cybergold Mint to generate rewards and payments. The transactions are sent over the Internet to the

Cybergold payment servers, which move incentive funds from merchant accounts to member accounts,

and move payment funds from member accounts to merchant accounts. The payment servers

incorporate a database of user, merchant and offer information.

Our technology consists of proprietary programs integrated with third-party hardware and software.

Our third-party hardware includes Sybase SQL Servers, Sun Solaris platforms and Apache Web servers,

which members access with standard Web browsers such as Netscape Navigator and Microsoft Internet

Explorer. We do not require consumers to download any software to process or store micropayments

and rewards.



We internally developed our systems for maintaining our Web site processing transactions and

maintaining member accounts. If, in the future, we cannot modify these systems to accommodate

increased traffic and an increased volume of transactions and orders, we could suffer slower response

time, problems with customer service and delays in reporting accurate financial information. See "Risk

Factors -- If we fail to adapt to rapid change in our industry or our internally developed systems cannot

be modified properly for increased traffic or volume."

Competition

The market for online direct advertising and marketing is extremely competitive. In addition, while the

market for services that facilitate small-scale electronic commerce transactions is very new, we expect

competition in that area to increase dramatically in the near future. We cannot assure you that we will

compete successfully in this environment. Our ability to compete in these marketplaces depends on

many factors, some of which are beyond our control. Please see "Risk Factors -- We face significant

competition from other online incentives-based advertising and marketing programs and providers of

micropayment systems" for a list of these factors. Our failure to compete in these marketplaces could

have a material adverse effect on our business, results of operations and financial condition.

We believe that the principal competitive factors in the online incentives-based advertising market are:

- brand recognition;

- breadth and depth of content and services;

- number and quality of advertising clients;

- size of membership base;

- ease of use;

- transaction speed and security;

- quality of service; and - technical expertise.

We face significant competition from online incentives-based advertising and marketing programs and

providers of micropayment systems. We expect competition to increase due to the lack of significant

barriers to entry for online business generally and for online incentives-based direct marketing

programs and micropayment transactions in particular. Currently, several companies offer competitive

online incentives programs, including MyPoints.com, Inc. and Netcentives Inc. We may also face

competition from established Internet portals and community Web sites that engage in direct

marketing, as well as from traditional advertising agencies and direct marketing companies that may

seek to offer online products or services. In addition, financial service organizations, such as banks and

credit card companies, or other large organizations may develop competitive micropayment systems

and incentives-based advertising and marketing programs.



Some of our current and potential competitors have longer operating histories, greater brand

recognition, larger client and member bases and significantly greater financial, technical and marketing

resources than we do. These advantages may enable them to respond more quickly to new or emerging

technologies and changes in customer preferences. These advantages may also allow them to engage in

more extensive research and development, undertake extensive far-reaching marketing campaigns,

adopt more aggressive pricing policies and make more attractive offers to potential employees,

strategic partners and advertisers. As a result, it is possible that our existing competitors or new

competitors may rapidly acquire significant market share. Increased competition may result in price

reductions, reduced gross margin and loss of market share. We may not be able to compete successfully,

and competitive pressures may affect our business, results of operations and financial condition.

Intellectual Property

We rely on a combination of patent, copyright, trademark and trade secret laws and restrictions on

disclosure to protect our intellectual property rights. Despite our efforts to protect our proprietary

rights, unauthorized parties may attempt to copy or otherwise obtain and use our technology or

business model. Monitoring unauthorized use of our technology and business model is difficult and we

cannot be certain that the steps we have taken will prevent unauthorized use of our technology and

business model. In addition, our business activities may infringe upon the proprietary rights of others,

and, from time to time, we have received, and may continue to receive, claims of infringement against

us. Litigation may be necessary to enforce our intellectual property rights, to protect our trade secrets

or to determine the validity and scope of the proprietary rights of others. Litigation could subject us to

significant liability for damages and invalidation of our proprietary rights. These lawsuits, regardless of

their success, would likely be time consuming and expensive to resolve and would divert management's

time and attention away from our business. Any potential intellectual property litigation could also

force us to do one or more of the following:

- make significant changes to the structure and operation of our business;

- attempt to design around a third party's patent; or - license alternative technology from another

party.

Implementation of any of these alternatives could be costly and time consuming, and may not be

possible. Accordingly, an adverse determination in any litigation that we are a party to would have a

material adverse effect on our business, results of operations and financial condition.

Cybergold has two issued U.S. Patents covering its business model and software architecture:

- Patent #5,794,210 covers Attention Brokerage, in which users are compensated for paying attention

online to advertisements, promotions, and similar information, and Orthogonal Sponsorship, in which

users can apply their earned compensation to purchase digital content or other intellectual property;

and - Patent #5,855,008, for Consumer Controlled Privacy Management, in which users establish

criteria by which their personal information is released to others, those requesting access to personal



data provide their identity, intentions for using the personal data, and may offer compensation to the

user for access to the personal data, and the user or an automated process decides whether to release

the requested personal data based on the user's criteria and the requester's information.

We also have U.S. and foreign pending patent applications. Cybergold is our only registered trademark,

although we have applied to register additional trademarks in the United States. We cannot assure you

that our patents or trademarks will not be successfully challenged by others or invalidated. If our

trademark registrations are not approved because third parties own these trademarks, our use of these

trademarks would be restricted unless we entered into arrangements with the third-party owners,

which might not be possible on reasonable terms.

We generally enter into confidentiality or license agreements with our employees and consultants, and

control access to and distribution of our technologies, documentation and other proprietary

information. Despite our efforts to protect our proprietary rights from unauthorized use or disclosure,

parties may attempt to disclose, obtain or use our solutions or technologies. We cannot assure you that

the steps we have taken will prevent misappropriation of our solutions or technologies, particularly in

foreign countries where laws or law enforcement practices may not protect our proprietary rights as

fully as in the United States.

Employees
As of April 30, 1999, we had a total of 56 employees. Of those, 28 are in sales and marketing, 19 are in

engineering and nine are in general and administrative. We believe that we have good relationships

with our employees. We have never had a work stoppage, and none of our employees is represented

under a collective bargaining agreement. We believe that our future success will depend in part on our

ability to attract, integrate and retain highly motivated sales, marketing, production and technical

personnel and upon the continued service of our senior management. Competition for qualified

personnel in our industry and geographical locations is intense, and there can be no assurance that we

will be successful in attracting, integrating, retaining and motivating a sufficient number of qualified

personnel to conduct our business in the future.

Facilities
The Company's current headquarters are located in approximately 6,400 square feet of office space we

have leased at 2921 Adeline Street, Berkeley, California. We are leasing this office space in a holdover

capacity as our original lease has expired. We have entered into a lease for approximately 15,200 square

feet of office space at 436 14th Street, Oakland, California. The lease extends through June 2004, and

includes a right of first refusal on additional space which may become available in the building where

we will be headquartered. We are in the process of moving our operations to the new facility. During

this move our technology system could be susceptible to technical failures or other disruptive

problems. Any such problems could diminish or halt our ability to provide services to our customers,

which could harm our business, results of operations and financial condition. We believe the office



space in the new facility will be adequate to meet our needs for the next six months, and we expect our

growth for the next 24 to 36 months to be accommodated by our right of first refusal on additional

office space which may become available in our building. We have sales personnel located in the

metropolitan areas of Dallas and New York. These personnel work out of home-based offices, and do

not receive any additional compensation for the use of their home offices, other than reimbursement

for direct expenses such as telephone, office equipment and supplies. We anticipate adding additional

field personnel in the future; such personnel may or may not work out of home-based offices, and

therefore, we may or may not incur additional expenses relating to the rental of additional office space.

Management

Directors and Officers
The following table sets forth certain information regarding our directors and officers as of May 18,

1999:

Name Age Position
A. Nathaniel Goldhaber....................  51     President, Chief Executive Officer and Chairman

of the Board

Steven M. Farber..........................  40     Chief Operating Officer

John D. Steuart...........................  38     Chief Financial Officer

Gary Fitts................................  53     Chief Technology Officer

Daniel W. Berger..........................  40     Vice President, Sales

Michael Koifman...........................  50     Vice President, Engineering

Larry Weinstein...........................  52     Vice President, Strategic Relationships

Pieter Hartsook...........................  51     Vice President, Business Development

Christopher D. Alafi, Ph.D.(2)............  35     Director

Jay Chiat(2)..............................  67     Director

Garrett P. Gruener(1).....................  44     Director

Regis P. McKenna(2).......................  59     Director

Alan Salzman(1)...........................  45     Director

Peter S. Sealey, Ph.D.(1).................  58     Director

(1) Member of the Audit Committee (2) Member of the Compensation Committee A. Nathaniel

Goldhaber has served as President, Chairman of the Board and Chief Executive Officer since October

1994. Prior to joining Cybergold, Mr. Goldhaber was self-employed as a venture capitalist. Prior to that

Mr. Goldhaber was the Chief Executive Officer of Kaleida Labs, Inc., a multimedia joint venture

between IBM and Apple Computer, and the Chief Executive Officer of Centram Systems West, a

developer of local area networks. Mr. Goldhaber is a Member of the Executive Board of the University

of California, Berkeley, College of Letters and Sciences. Mr. Goldhaber received a B.A. from Maharishi

International University and an M.A. from the University of California, Berkeley.

Steven M. Farber has served as Chief Operating Officer since August 1998. Prior to joining Cybergold,

Mr. Farber was the Chief Executive Officer of Interwoven, a provider of open systems for enterprise

Web production for Internets and intranets, from March 1997 to March 1998. From 1996 to 1997, he



was self-employed as a consultant. From 1995 to 1996, Mr. Farber was a Vice President of Summit

Integration Group, a software consulting firm. Prior to that, Mr. Farber served as a Vice President of

The Vantive Corporation, a customer relationship management software company. Mr. Farber received

a B.S. from Tufts University.

John D. Steuart has served as Chief Financial Officer since June 1996. Prior to joining the Company,

Mr. Steuart acted as the Chief Financial Officer of Alafi Capital, a venture capital firm, from October

1988 to June 1996. He is a member of the Board of Directors of a number of privately held companies.

Mr. Steuart received a B.A. in Economics from the University of California, Berkeley and an M.S. in

Business from Golden Gate University.

Gary Fitts has served as Chief Technology Officer since July 1995. Prior to joining Cybergold, Mr. Fitts

was self-employed as a consultant. He has also served as the Directors of TOPS Technology for

SunSelect, a personal computer networking business unit of Sun Microsystems, Inc., and as Vice

President, Technology, of Sitka Corporation, a networking subsidiary of Sun Microsystems, Inc. Mr.

Fitts received a B.A. from Dartmouth College.

Daniel W. Berger has served as Vice President, Sales since November 1998. From April 1998 to October

1998, Mr. Berger was Vice President, Sales, at Conduct Software Technologies, Inc., a network software

company. From April 1997 to March 1998 Mr. Berger was Vice President, Sales, at Make Systems, Inc.,

a network design tool vendor. From August 1995 to March 1997, Mr. Berger was self- employed as a

software and Internet consultant. Prior to that Mr. Berger was Vice President, Sales, at Seagate

Software, a network software company. Mr. Berger received a B.A. from Colby College.

Michael Koifman has served as Vice President, Engineering since November 1998. From October 1997

to November 1998, Mr. Koifman was Vice President of Engineering at Blue Pumpkin Software, a

developer of workforce management software for call centers. From September 1996 to October 1997,

Mr. Koifman served as Manager of Advanced Applications at Siebel Systems, a sales force automation

company. Prior to that, Mr. Koifman was a Senior Principal at AMS, a computer consulting company.

Mr. Koifman holds an M.S. in Mathematics from St. Petersburg University in St. Petersburg, Russia

and an M.S.E.E. in Computer Design from the Institute of Electrical Engineering in St. Petersburg,

Russia.

Larry Weinstein has served as Vice President, Strategic Projects since February 1999. From February

1998 to February 1999, Mr. Weinstein was the Executive Vice President of Greenleaf Technologies, an

encryption technology company. From January 1996 to February 1998, Mr. Weinstein was self-

employed as a consultant. Prior to that Mr. Weinstein was a Producer for Frankfurt Balkind Partners, a

strategic communications agency.

Pieter Hartsook has served as Vice President, Business Development since July 1998. From June 1997

to April 1998, Mr. Hartsook was Vice President, Business Development, at IPT, Inc., a computer

software firm. From November 1996 to April 1997, Mr. Hartsook was Vice President, Marketing

Analysis, at Apple Computer, Inc., a maker of personal computing products. Prior to joining Apple, Mr.

Hartsook was the President of the Hartsook Letter, a market research consulting firm. Mr. Hartsook

received a B.A. and an M.L.S. from the University of California, Berkeley.



Christopher D. Alafi has served as one of our directors since July 1997. Dr. Alafi is currently a general

partner of Alafi Capital Co., a venture capital firm. Prior to joining Alafi Capital in 1995, Dr. Alafi was a

visiting scholar in the Department of Chemistry at Stanford University. Dr. Alafi is currently a member

of the Board of Directors of a number of private companies. Dr. Alafi received a B.A. from Pomona

College and a Ph.D. in Biochemistry from the University of Oxford.

Jay Chiat has served as one of our directors since May 1996. Since October 1998 Mr. Chiat has been

the Chief Executive Officer of ScreamingMedia.net, an Internet news service. From June 1968 to

November 1996, Mr. Chiat served as the Chief Executive Officer of Chiat/Day Advertising, an

advertising firm. Mr. Chiat is a member of the Board of Directors of Department 56, Inc., a designer,

importer and distributor of collectibles and giftware. Mr. Chiat received a B.S. in Education from

Rutgers University and an Executive M.B.A. from the Anderson School at U.C.L.A.

Garrett P. Gruener has served as one of our directors since May 1998. Mr. Gruener has been a general

partner of Alta Partners L.P., a venture capital firm, since February 1996. Since 1992, Mr. Gruener has

been a general partner of certain funds affiliated with Burr, Egan, Deleage & Co., a venture capital firm.

Mr. Gruener is a member of the Board of Directors of several private companies. Mr. Gruener received

a B.S. from the University of California, San Diego, and an M.A. from the University of California,

Berkeley.

Regis P. McKenna has served as one of our directors since May 1996. Mr. McKenna has been Chairman

of The McKenna Group, a Silicon Valley-based management and marketing consulting firm, since

1970. Mr. McKenna serves on the board of the Economic Strategies Institute and is a member of the

Council on Competitiveness. Mr. McKenna also serves on the advisory board to Stanford's Graduate

School of Business. Mr. McKenna is a trustee of Santa Clara University and is the Chairman of the

Board of the Santa Clara University Center for Science, Technology and Society. Mr. McKenna serves

as a member of the Board of Directors of Cylink Corporation, a supplier of network information

security products. Mr. McKenna received a B.A. from Duquesne University.

Alan Salzman has served as one of our directors since May 1998. Mr. Salzman is a founder and

managing partner of VantagePoint Venture Partners, a venture capital firm focused on the Internet,

data networking and communications services. Prior to joining VantagePoint in 1995, Mr. Salzman was

a general partner with Canaan Partners, a venture capital firm. Prior to that Mr. Salzman was a partner

with Brobeck, Phleger & Harrison, LLP, a law firm. Mr. Salzman received a B.A. from the University of

Toronto, a J.D. from Stanford Law School and an L.L.M. from the University of Brussels.

Peter Sealey has served as one of our directors since May 1996. Dr. Sealey has been a Lecturer and an

Adjunct Professor of Marketing at the Haas School of Business at the University of California, Berkeley

since 1994. In addition, Dr. Sealey has been self-employed as a management consultant, serving

primarily technology-oriented companies, during the same period. Prior to that, Dr. Sealey was

employed by the Coca-Cola Company for 24 years, where he held a series of senior management

positions, including Senior Vice President, Global Marketing. Dr. Sealey serves on the board of

directors of Autoweb.com, a consumer automotive Internet service provider, and USWeb Corporation,



an Internet professional services and integrated marketing communications services company. Dr.

Sealey received a B.S. from the University of Florida, an M.I.A. from Yale University and an M.A. and a

Ph.D. from Claremont Graduate University.

Classified Board. Our certificate of incorporation provides for a classified board of directors consisting

of three classes of directors, each serving staggered three-year terms. As a result, a portion of our board

of directors is elected each year. To implement the classified structure, prior to the consummation of

the offering, two of the nominees to the board of directors were elected to one-year terms, two were

elected to two-year terms, and three were elected to three-year terms. Thereafter, directors will be

elected for three-year terms. Christopher D. Alafi and Jay Chiat have been designated Class I directors

whose term expires at the 2000 annual meeting of stockholders. A. Nathaniel Goldhaber and Garrett D.

Gruener have been designated Class II directors whose term expires at the 2001 annual meeting of

stockholders. Regis P. McKenna, Alan Salzman and Peter Sealey have been designated Class III

directors whose term expires at the 2002 annual meeting of stockholders. See "Description of Capital

Stock -- Antitakeover Effects of Provisions of Certificate of Incorporation, Bylaws and Delaware Law."

Executive officers are appointed by the board of directors on an annual basis and serve until their

successors have been duly elected and qualified.

Board Committees
The board of directors has a compensation committee and an audit committee.

Compensation Committee. The compensation committee of the board of directors reviews and makes

recommendations to the board regarding the compensation and benefits provided to our key executive

officers and directors, including stock compensation and loans. In addition, the compensation

committee reviews policies regarding compensation arrangements and benefits for all of our

employees. As part of the foregoing, the compensation committee also administers our 1999 Omnibus

Equity Incentive Plan and 1999 Employee Stock Purchase Plan. The current members of the

compensation committee are Messrs. Alafi, Chiat and McKenna.

Audit Committee. The audit committee of the board of directors reviews and monitors our internal

accounting procedures and reviews the results and scope of the annual audit and other services

provided by our independent accountants. The audit committee also consults with our management

and our independent auditors prior to the presentation of financial statements to stockholders and, as

appropriate, initiates inquiries into aspects of our financial affairs. In addition, the audit committee has

the responsibility to consider and recommend the appointment of, and to review fee arrangements

with, our independent auditors. The current members of the audit committee are Messrs. Gruener,

Salzman and Sealey.



Director Compensation
Our directors receive $5,000 for attendance at each Board meeting and $2,500 for attendance at each

board committee meeting. In addition, our directors are reimbursed for all reasonable out-of-pocket

expenses incurred in connection with their attendance at board and board committee meetings. From

time to time, certain directors who are not employees of Cybergold have received grants of options to

purchase shares of our common stock. On June 25, 1996, we granted Messrs. Chiat and McKenna each

an option to purchase 70,000 shares of our common stock and Mr. Sealey an option to purchase

25,000 shares of our common stock at an exercise price of $0.01 per share. On November 11, 1996, we

also granted to Mr. Sealey an option to purchase 45,000 shares of our common stock at an exercise

price of $0.15 per share, and on June 19, 1998, we granted him an option to purchase 30,000 shares of

our common stock at an exercise price of $0.50 per share. Following this offering, directors will receive

automatic option grants under our 1999 Omnibus Equity Incentive Plan. Please see "Stock Plans --

1999 Omnibus Equity Incentive Plan."

Compensation Committee Interlocks and Insider Participation
The compensation committee of the board of directors currently consists of Messrs. McKenna, Chiat

and Alafi. No interlocking relationship exists between any member of our board of directors or our

compensation committee and any member of the board of directors or compensation committee of any

other company, and no such interlocking relationship has existed in the past.

Indemnification

In May 1999, the board of directors authorized us to enter into indemnification agreements with each

of our directors and executive officers. The form of indemnification agreement provides that we will

indemnify our directors and executive officers against any and all of their expenses incurred by reason

of their status as a director or executive officer to the fullest extent permitted by Delaware law, our

certificate of incorporation and our bylaws.

Our certificate of incorporation and bylaws each contain certain provisions relating to the limitation of

liability and indemnification of our directors and officers. Our certificate of incorporation provides that

our directors will not be personally liable to Cybergold or our stockholders for monetary damages for

any breach of fiduciary duty as a director, except for liability:

- for any breach of the director's duty of loyalty to Cybergold or our stockholders;

- for acts or omissions not in good faith or that involve intentional misconduct or a knowing violation

of law;

- in respect of certain unlawful payments of dividends or unlawful stock repurchases or redemptions as

provided in Section 174 of the Delaware General Corporation Law; or - for any transaction from which

the director derives any improper personal benefit.



Our certificate of incorporation also provides that if the Delaware General Corporation Law is

amended after approval by our stockholders of our certificate of incorporation to authorize corporate

action further eliminating or limiting the personal liability of directors, then the liability of our

directors will be eliminated or limited to the fullest extent permitted by the Delaware General

Corporation Law. The foregoing provisions of our certificate of incorporation are not intended to limit

the liability of our directors or officers for any violation of applicable federal securities laws.

In addition, as permitted by Section 145 of the Delaware General Corporation Law, our bylaws provide

that:

- we are required to indemnify our directors and officers to the fullest extent permitted by the Delaware

General Corporation Law;

- to the fullest extent permitted by the Delaware General Corporation Law, we are required to advance

all expenses incurred by our directors and executive officers in connection with a legal proceeding

(subject to certain exceptions);

- the rights conferred in the bylaws are not exclusive;

- we are authorized to enter into indemnification agreements with our directors, officers, employees

and agents; and - we may not retroactively amend our bylaw provisions relating to indemnification.

Our bylaws provide that we must indemnify our directors to the fullest extent permitted by Delaware

General Corporation Law, including in circumstances in which indemnification is otherwise

discretionary under Delaware General Corporation Law.

Executive Compensation

The following table sets forth information with respect to compensation for the fiscal year ended

December 31, 1998 paid by us for services by our Chief Executive Officer and our two other highest-

paid executive officers collectively referred to below as the named executive officers, whose total salary

and bonus exceeded $100,000 for services rendered to Cybergold in all capacities during 1998. No

executive officer who would otherwise have been included in this table based on salary and bonus

earned for fiscal year 1998 has resigned or otherwise been terminated as of the date of this prospectus.

Summary Compensation Table
LONG-TERM

COMPENSATION

AWARDS

ANNUAL COMPENSATION     SECURITIES

--------------------    UNDERLYING

NAME AND PRINCIPAL POSITION                 SALARY($)   BONUS($)    OPTIONS(#)

A. Nathaniel Goldhaber(1)................................        --         --           --

President and Chief Executive Officer

John D. Steuart..........................................    93,940         --       50,000

Chief Financial Officer



Gary Fitts...............................................   123,963         --           --

Chief Technology Officer

(1) Mr. Goldhaber's annual salary for fiscal year 1999 is $175,000.

Option Grants in Last Fiscal Year
The following table sets forth each grant of stock options during the fiscal year ended December 31,

1998 to each of the named executive officers. No stock appreciation rights were granted to these

individuals during such year.

Each of the options listed in the table is immediately exercisable. The shares purchasable under the

options may be repurchased by Cybergold at the original exercise price paid per share if the optionee

ceases service before vesting in such shares. The repurchase right lapses and the optionee vests as to

25% of the option shares upon completion of 12 months of service from the vesting start date and the

balance in a series of equal monthly installments over the next three years of service. The option shares

will vest upon an acquisition of Cybergold by merger or asset sale, unless our repurchase right with

respect to the unvested option shares is transferred to the acquiring entity.

The exercise price was equal to the fair market value of our common stock as valued by our board of

directors on the date of grant. In determining this fair market value, the board of directors took into

account the purchase price paid by investors for shares of our preferred stock (taking into account the

liquidation preferences and other rights, privileges and preferences associated with such preferred

stock) and an evaluation by the board of directors of our revenues, operating history and prospects.

The exercise price may be paid in cash, in shares of our common stock valued at fair market value on

the exercise date or through a cashless exercise procedure involving a same-day sale of the purchased

shares. We may also finance the option exercise by lending the optionee sufficient funds to pay the

exercise price for the purchased shares, together with any federal and state income tax liability incurred

by the optionee in connection with such exercise.

The potential realizable value is calculated based on the ten-year term of the option at the time of

grant. Stock price appreciation of 5% and 10% is assumed pursuant to rules promulgated by the

Securities and Exchange Commission and does not represent our prediction of our stock price

performance. The potential realizable value at 5% and 10% appreciation is calculated by assuming that

the estimated fair market value on the date of grant appreciates at the indicated rate for the entire term

of the option and that the option is exercised at the exercise price and sold on the last day of its term at

the appreciated price. The initial public offering price is higher than the estimated fair market value on

the date of grant, and the potential realizable value of the option grants would be significantly higher

than the numbers shown in the table if future stock prices were projected to the end of the option term

by applying the same annual rates of stock price appreciation to the initial public offering price.

POTENTIAL REALIZABLE

INDIVIDUAL GRANTS                       VALUE AT ASSUMED

----------------------------------------------------      ANNUAL RATES OF

NUMBER OF                                                   STOCK PRICE

SECURITIES     % OF TOTAL                                  APPRECIATION

UNDERLYING   OPTIONS GRANTED   EXERCISE                   FOR OPTION TERM



OPTIONS     TO EMPLOYEES IN    PRICE     EXPIRATION   ---------------------

NAME              GRANTED(#)   FISCAL YEAR(1)     ($/SH)       DATE        5%($)      10%($)

A. Nathaniel Goldhaber.....        --            --             --            --          --          --

John D. Steuart(2).........    50,000           3.8           0.50      01/06/08      15,722      39,844

Gary Fitts.................        --            --             --            --          --          --

(1) Based on a total of 1,313,950 options granted to our employees under our 1996 Stock Option Plan

during the 12 months ended December 31, 1998.

(2) On May 10, 1999, we granted to Mr. Steuart an option for 200,000 shares of our common stock at

an exercise price of $2.60 per share. 100,000 of the option shares vest over a two-year period, and the

vesting is accelerated for 50,000 of such shares upon the date of this offering. The remaining 100,000

option shares vest over a four-year period, with 25% of the shares vesting upon the completion of one

year of service and the balance vesting upon the completion of each of the next 36 months of service.

Aggregated Option Exercises in Last Fiscal Year and Fiscal
Year-end Option Values
The following table sets forth for each of the named executive officers the number of options exercised

during the fiscal year ended December 31, 1998 and the number and value of securities underlying

unexercised options that are held by the named executive officers as of December 31, 1998. No options

were exercised by the named executive officers in fiscal year 1998. No stock appreciation rights were

exercised by the named executive officers in fiscal year 1998, and no stock appreciation rights were

outstanding at the end of that year.

VALUE OF

NUMBER OF                    UNEXERCISED

SECURITIES UNDERLYING             IN-THE-MONEY

UNEXERCISED OPTIONS AT              OPTIONS AT

FISCAL YEAR END(#)(1)         FISCAL YEAR END($)(2)

NAME                     EXERCISABLE   UNEXERCISABLE   EXERCISABLE   UNEXERCISABLE

A. Nathaniel Goldhaber....................         --           --               --           --

John D. Steuart...........................     50,000           --                0           --

Gary Fitts................................    350,000           --           49,000           --

(1) The options are immediately exercisable for all of the option shares, but any shares purchased under

those options will be subject to repurchase by Cybergold, at the original exercise price paid per share, if

the optionee ceases service with Cybergold before vesting in such shares.

(2) Based on the fair market value of our common stock as determined by our board of directors at the

end of 1998 of $0.15 per share, less the exercise price payable or paid for such shares. The fair market

value of our common stock at the end of 1998 was estimated by the board of directors on the basis of

the purchase price paid by investors for shares of our preferred stock (taking into account the

liquidation preferences and other rights, privileges and preferences associated with the preferred stock)

and an evaluation by the board of our revenues, operating history and prospects. The initial public



offering price is higher than the estimated fair market value at fiscal year-end, and the value of

unexercised options would be higher than the numbers shown in the table if the value were calculated

by subtracting the exercise price from the initial public offering price.

Stock Plans

1999 Omnibus Equity Incentive Plan

Share Reserve. Our board of directors adopted our 1999 Omnibus Equity Incentive Plan on May 18,

1999. Our stockholders will also approve this plan. We have reserved 1,500,000 shares of our common

stock for issuance under the 1999 Omnibus Equity Incentive Plan. Any shares not yet issued under our

1996 Stock Option Plan as of the date of this offering will also be available for grant under the 1999

Omnibus Equity Incentive Plan. On January 1 of each year, starting with the year 2000, the number of

shares in the reserve will automatically increase by 5% of the total number of shares of common stock

that are outstanding at that time or, if less, by 1,500,000 shares. In general, if options or shares

awarded under the 1999 Omnibus Equity Incentive Plan or 1996 Stock Option Plan are forfeited, then

those options or shares will again become available for awards under the 1999 Omnibus Equity

Incentive Plan. We have not yet granted any options under the 1999 Omnibus Equity Incentive Plan.

Administration. The compensation committee of our board of directors administers the 1999 Omnibus

Equity Incentive Plan. The committee has the complete discretion to make all decisions relating to the

interpretation and operation of our 1999 Omnibus Equity Incentive Plan. The committee has the

discretion to determine who will receive an award, what type of award it will be, how many shares will

be covered by the award, what the vesting requirements will be (if any), and what the other features and

conditions of each award will be. The compensation committee may also reprice outstanding options

and modify outstanding awards in other ways.

Eligibility. The following groups of individuals are eligible to participate in the 1999 Omnibus Equity

Incentive Plan:

- Employees,

- Members of our board of directors who are not employees, and - Consultants.

Types of Award. The 1999 Omnibus Equity Incentive Plan provides for the following types of award:

- Incentive stock options to purchase shares of our common stock, - Nonstatutory stock options to

purchase shares of our common stock, - Restricted shares of our common stock, - Stock appreciation

rights, and - Stock units.

Options. An optionee who exercises an incentive stock option may qualify for favorable tax treatment

under Section 422 of the Internal Revenue Code of 1986. On the other hand, nonstatutory stock

options do not qualify for such favorable tax treatment. The exercise price for incentive stock options

granted under the 1999 Omnibus Equity Incentive Plan may not be less than 100% of the fair market



value of our common stock on the option grant date. In the case of nonstatutory stock options, the

minimum exercise price is 85% of the fair market value of our common stock on the option grant date.

Optionees may pay the exercise price by using:

- Cash,

- Shares of common stock that the optionee already owns, - A full-recourse promissory note, except

that the par value of newly issued shares must be paid in cash, - An immediate sale of the option shares

through a broker designated by us, or - A loan from a broker designated by us, secured by the option

shares.

Options vest at the time or times determined by the compensation committee. In most cases, our

options vest over the four-year period following the date of grant. Options generally expire 10 years

after they are granted, except that they generally expire earlier if the optionee's service terminates

earlier. The 1999 Omnibus Equity Incentive Plan provides that no participant may receive options

covering more than 500,000 shares in the same year, except that a newly hired employee may receive

options covering up to 1,500,000 shares in the first year of employment.

Restricted Shares. Restricted shares may be awarded under the 1999 Omnibus Equity Incentive Plan in

return for:

- Cash,

- A full-recourse promissory note, except that the par value of newly issued shares must be paid in cash,

- Services already provided to us, and - In the case of treasury shares only, services to be provided to us

in the future.

Automatic Option Grants Initial Grants. Only the non-employee members of our board of directors

will be eligible for option grants under the automatic option grant program. Each non-employee

director who first joins our board after the effective date of this offering will receive an initial option for

15,000 shares. That grant will occur when the director takes office. The initial options vest in full on the

first year anniversary of the date of grant.

Annual Grants. At the time of each of our annual stockholders' meetings, beginning in 2000, each non-

employee director who will continue to be a director after that meeting will automatically be granted an

annual option for 7,500 shares of our common stock. However, a new non-employee director who is

receiving the 15,000-share initial option will not receive the 7,500-share annual option in the same

calendar year. The annual options vest in full on the first year anniversary of the date of grant.

The exercise price of each non-employee director's option will be equal to the fair market value of our

common stock on the option grant date. A director may pay the exercise price by using cash, shares of

common stock that the director already owns, or an immediate sale of the option shares through a

broker designated by us. The non-employee directors' options have a 10-year term, except that they

expire one year after a director leaves the board (if earlier). If a change in control of Cybergold occurs, a



non-employee director's option will become fully vested unless the accounting rules applicable to a

pooling of interests preclude acceleration. Vesting also accelerates if the optionee retires after age 65,

dies or is disabled.

Stock Appreciation Rights. We may award stock appreciation rights under the 1999 Omnibus Equity

Incentive Plan. Each agreement evidencing stock appreciation rights will inform the holder when such

rights may be exercised. Stock appreciation rights may be exercised for shares of common stock, cash

or a combination of cash and shares. No participant may receive stock appreciation rights for more

than 500,000 shares in the same year, except that a newly hired employee may receive stock

appreciation rights for up to 1,000,000 shares.

Stock Units. We may award stock units under the 1999 Omnibus Equity Incentive Plan. The stock

units may be subject to vesting. Stock units may be settled for shares of common stock, cash or a

combination of cash and shares.

Buy Outs. In our sole discretion, we may offer to buy out for cash an option or authorize an optionee to

cash out an option that was previously granted.

Deferral of Awards. We may permit a participant to have cash that would be paid to the participant for

exercise of a stock appreciation right or settlement of a stock unit credited to a deferred compensation

account. We may also permit shares that would be delivered for exercise of an option or stock

appreciation right converted into an equal number of stock units or converted into amounts that would

be credited to a deferred compensation account.

Change in Control. If a change in control of Cybergold occurs, an option or other award under the

1999 Omnibus Equity Incentive Plan will become fully vested if the option or other award is not

assumed by the surviving corporation or its parent or if the surviving corporation or its parent does

not substitute another award on substantially the same terms. A change in control includes:

- A merger of Cybergold after which our own stockholders own 50% or less of the surviving

corporation or its parent company, - A sale of all or substantially all of our assets, - A proxy contest that

results in the replacement of more than one-third of our directors over a 24-month period, or - An

acquisition of 50% or more of our outstanding stock by any person or group, other than a person

related to Cybergold (such as a holding company owned by our stockholders).

Amendments or Termination. Our board may amend or terminate the 1999 Omnibus Equity Incentive

Plan at any time. If our board amends the plan, it does not need to ask for stockholder approval of the

amendment unless applicable law requires it. The 1999 Omnibus Equity Incentive Plan will continue

in effect indefinitely, unless the board decides to terminate the plan earlier.

1999 Employee Stock Purchase Plan
Share Reserve and Administration. Our board of directors adopted our 1999 Employee Stock Purchase

Plan on May 18, 1999. Our stockholders will also approve this plan. Our 1999 Employee Stock

Purchase Plan is intended to qualify under Section 423 of the Internal Revenue Code. We have



reserved 300,000 shares of our common stock for issuance under the plan. On January 1 of each year,

starting with the year 2000, the number of shares in the reserve will be automatically increased by

500,000 shares. Our compensation committee of our board of directors administers the plan.

Eligibility. All of our employees are eligible to participate if they are employed by us for more than 20

hours per week and for more than five months per year. Eligible employees may begin participating in

the 1999 Employee Stock Purchase Plan at the start of any offering period. Each offering period lasts

24 months. Overlapping offering periods start on February 1 and August 1 of each year. However, the

first offering period will start on the effective date of this offering and end on July 31, 2001.

Amount of Contributions. Our 1999 Employee Stock Purchase Plan permits each eligible employee to

purchase common stock through payroll deductions. Each employee's payroll deductions may not

exceed 15% of the employee's cash compensation. Purchases of our common stock will occur on

January 31 and July 31 of each year. Each participant may purchase up to 750 shares on any purchase

date (1,500 shares per year). But the value of the shares purchased in any calendar year (measured as of

the beginning of the applicable offering period) may not exceed $25,000.

Purchase Price. The price of each share of common stock purchased under our 1999 Employee Stock

Purchase Plan will be 85% of the lower of:

- The fair market value per share of common stock on the date immediately before the first day of the

applicable offering period, or - The fair market value per share of common stock on the purchase date.

In the case of the first offering period, the price per share under the plan will be 85% of the lower of:

- The price per share to the public in this offering, or - The fair market value per share of common stock

on the purchase date.

Other Provisions. Employees may end their participation in the 1999 Employee Stock Purchase Plan at

any time. Participation ends automatically upon termination of employment with Cybergold. If a

change in control of Cybergold occurs, our 1999 Employee Stock Purchase Plan will end and shares

will be purchased with the payroll deductions accumulated to date by participating employees, unless

the plan is assumed by the surviving corporation or its parent. Our board of directors may amend or

terminate the 1999 Employee Stock Purchase Plan at any time. Our Chief Executive Officer may also

amend the plan in certain respects. If our board increases the number of shares of common stock

reserved for issuance under the plan (except for the automatic increases described above), it must seek

the approval of our stockholders.

Change of Control Arrangements

All options and other awards granted under our 1996 Stock Option Plan and our 1999 Omnibus

Equity Incentive Plan, including options granted to our named executive officers, will become fully

vested if a change in control of Cybergold occurs, unless the options or awards are assumed by the

surviving corporation or its parent or if the surviving corporation or its parent substitutes comparable

options or awards for options or awards granted under our plans.



Certain Transactions
Since January 1, 1996, there has not been, nor is there currently proposed, any transaction or series of

similar transactions to which we or any of our subsidiaries was or is to be a party in which the amount

involved exceeded or will exceed $60,000 and in which any of our directors, executive officers, holder

of more than 5% of our Common Stock or any member of the immediate family of such persons had or

will have a direct or indirect material interest other than (i) compensation agreements and other

arrangements, which are described where required in "Management," and (ii) the transactions described

below.

In September 1996, we were a party to two agreements by which Mr. Goldhaber sold 100,000 shares of

common stock to each of Regis McKenna and Jay Chiat, two of our directors, at a per share purchase

price of $0.01, for an aggregate purchase price of $2,000.

In May 1996 and January 1998, we entered into consulting agreements with Peter Sealey, one of our

directors. Under the May 1996 agreement, we made commitments to issue Dr. Sealey 10,000 shares of

common stock and grant him an option to purchase an additional 15,000 shares of common stock.

Under the January 1998 agreement, we paid Dr. Sealey $15,000 and made a commitment to grant him

an option to purchase 10,000 shares of common stock.

In May 1999, we entered into an agreement with Steven Farber, one of our executive officers, under

which we agreed to grant Mr. Farber an option to purchase 300,000 shares of common stock at an

exercise price of $2.60 per share, such option vesting upon the achievement of certain performance

criteria or if such milestones are not achieved, such option will vest in full five years from the date of

grant. 50,000 of these shares accelerate on the closing of this offering.

We have issued, in private placement transactions, shares of our Preferred Stock as follows: an

aggregate of 3,000,000 shares of Series A Preferred Stock in July and September of 1996 at a purchase

price of $1.00 per share; 2,092,471 shares of Series B Preferred Stock in June 1997 at a purchase price

of $2.00 per share; 6,283,792 shares of Series C Preferred Stock in May and August of 1998 at a

purchase price of $0.91 per share; and in May 1999, 3,076,923 shares of Series D Preferred Stock at a

purchase price of $2.60 per share, and warrants to purchase an aggregate of 576,925 shares of Series D

Preferred Stock at an exercise price of $3.00 per share. Each share of Preferred Stock is convertible

into one share of Common Stock, and all such shares of Preferred Stock shall be converted into shares

of Common Stock upon the closing of this offering.

The following table summarizes the shares of Preferred Stock purchased by our named executive

officers, directors and 5% stockholders, and entities associated with them, in private placement

transactions.

SERIES A          SERIES B          SERIES C            SERIES D

INVESTOR(1)            PREFERRED STOCK   PREFERRED STOCK   PREFERRED STOCK   PREFERRED STOCK(4)

A. Nathaniel Goldhaber........     1,270,000          488,662                 --           100,000

John D. Steuart...............        25,000            6,441             10,989            11,229

Jay Chiat.....................       180,000           66,337            100,000            50,001

Regis P. McKenna..............        50,000           25,252             54,945            28,626

Peter S. Sealey...............            --            5,000              8,242             2,912



Alafi Capital Company.........       975,000          556,827                 --           405,412

Alta California Partners,

L.P.(2).....................            --               --          3,296,703           872,498

Vantage Point Venture

Partners, 1996(3)...........            --               --          2,472,528           872,498

(1) Shares held by affiliated persons and entities have been aggregated. See "Principal Stockholders."

(2) Includes shares held by Alta Embarcadero Partners, LLC. Garrett P. Gruener, one of our directors, is

a general partner of the general partner of Alta California Partners, L.P. and a member of Alta

Embarcadero Partners, LLC.

(3) Alan Salzman, one of our directors, is a managing partner of Vantage Point Venture Partners, 1996.

(4) Includes warrants to purchase Series D Preferred Stock.

We believe that the transactions set forth above were made on terms no less favorable to us than could

have been obtained from unaffiliated third parties. All future transactions, including loans between us

and our officers, directors, principal stockholders and their affiliates will be approved by a majority of

the board of directors, and will continue to be on terms no less favorable to us than could be obtained

from unaffiliated third parties.

Principal Stockholders

The following table sets forth the beneficial ownership of our common stock as of May 18, 1999 and as

adjusted to reflect the sale of the common stock offered hereby for: (1) each person who is known by us

to beneficially own more than 5% of our common stock; (2) the chief executive officer and each of our

named executive officers, (3) each of our directors; and (4) all of our directors and executive officers as a

group. Except as otherwise indicated, we believe that the beneficial owners of the common stock listed

below, based on information furnished by such owners, have sole voting and investment power with

respect to such shares.

PERCENTAGE OF SHARES

BENEFICIALLY OWNED

NUMBER OF SHARES   -------------------------------

NAME OF BENEFICIAL OWNER(1)                BENEFICIALLY         BEFORE           AFTER

EXECUTIVE OFFICERS AND DIRECTORS                 OWNED         OFFERING(1)(2)   OFFERING(1)(2)

A. Nathaniel Goldhaber(3)..........................      7,258,662           34.28%

Entities affiliated with Alta California Partners,

L.P.(4)..........................................      4,169,201           19.69%

VantagePoint Venture Partners, 1996(5).............      3,345,026           15.80%

Alafi Capital Company(6)...........................      1,937,239            9.15%

Gary Fitts(7)......................................        350,000            1.63%

John D. Steuart(8).................................        478,659            2.23%

Christopher D. Alafi, Ph.D.(6).....................      1,937,239            9.15%

Jay Chiat(9).......................................        566,338            2.67%

Garrett P. Gruener(4)..............................      4,169,201           19.69%

Regis P. McKenna(10)...............................        328,823            1.55%

Alan Salzman(5)....................................      3,345,026           15.80%

Peter S. Sealey, Ph.D.(11).........................        116,154               *

All directors and officers as a group (14 persons)

(12).............................................     19,546,702           85.21%



* Represents beneficial ownership of less than 1%.

(1) Percentage ownership is based on 21,173,629 shares outstanding as of May 18, 1999, including

14,453,186 shares of common stock issuable upon conversion of all outstanding preferred stock at the

closing of this offering and the assumed exercise on a cash basis of 576,925 shares of preferred stock

issuable upon exercise of outstanding warrants that terminate upon the closing of this offering. Shares

of common stock subject to options currently exercisable or exercisable within 60 days of May 18,

1999 are deemed outstanding for purposes of computing the percentage ownership of the person

holding such options but are not deemed outstanding for purposes of computing the percentage

ownership of any other person. Except pursuant to the community property laws or as indicated in the

footnotes to this table, each stockholder identified in the table possesses sole voting and investment

power with respect to all shares of common stock shown as beneficially owned by such stockholder.

Unless otherwise indicated, the address of each of the individuals listed in the table is c/o Cybergold,

Inc., 2921 Adeline Street, Berkeley, CA 94703.

(2) Assumes the underwriters' option to purchase additional shares is not exercised.

(3) Includes 23,077 shares of common stock issuable upon exercise of a warrant, and 840,000 shares of

common stock which Mr. Goldhaber has made commitments to transfer to a family trust.

(4) Includes 4,076,079 shares beneficially owned by Alta California Partners, L.P., and 93,122 shares

beneficially owned by Alta Embarcadero Partners LLC. Of these shares, a total of 201,346 are issuable

upon exercise of warrants. Garrett P. Gruener, one of our directors, is a general partner of the general

partner Alta California Partners, L.P. and a member of Alta Embarcadero Partners LLC. The address of

Alta California Partners, L.P. and Alta Embarcadero Partners LLC is One Embarcadero Center, Suite

4050, San Francisco, CA 94111. Mr. Gruener disclaims beneficial ownership of the shares held by Alta

California Partners, L.P. and Alta Embarcadero Partners LLC, except to the extent of his pecuniary

interest therein.

(5) Includes 201,346 shares of common stock issuable upon exercise of a warrant. Alan Salzman, one of

our directors, is a managing partner of Vantage Point Venture Partners, 1996. The address of Vantage

Point Venture Partners, 1996 is 1001 Bayhill Drive, Suite 100, San Bruno, CA 94066. Mr. Salzman

disclaims beneficial ownership of the shares held by Vantage Point Venture Partners, 1996, except to

the extent of his pecuniary interest therein.

(6) Includes 93,557 shares of common stock issuable upon exercise of a warrant. Christopher Alafi, one

of our directors, is a general partner of Alafi Capital Company. The address of Alafi Capital Company is

9 Commodore Drive, Suite 405, Emeryville, CA 94608. Dr. Alafi disclaims beneficial ownership of the

shares held by Alafi Capital Company, except to the extent of his pecuniary interest therein.

(7) Includes 350,000 shares of common stock issuable upon exercise of immediately exercisable

options, none of which are subject to our right of repurchase.

(8) Includes 250,000 shares of common stock issuable upon exercise of immediately exercisable

options, shares of which are subject to our right of repurchase, and 2,591 shares of common stock

issuable upon exercise of a warrant.



(9) Includes 11,539 shares of common stock issuable upon exercise of a warrant.

(10) Includes 70,000 shares of common stock issuable upon exercise of immediately exercisable

options, none of which are subject to our right of repurchase, and 6,606 shares of common stock

issuable upon exercise of a warrant.

(11) Includes 100,000 shares of common stock issuable upon exercise of immediately exercisable

options, 11,354 shares of which are subject to our right of repurchase, and 672 shares of common

stock issuable upon exercise of a warrant.

(12) Includes 1,665,000 shares of common stock issuable upon exercise of immediately exercisable

options, shares of which are subject to our right of repurchase, and 540,734 shares of common stock

issuable upon exercise of warrants.

Description of Capital Stock

General

Upon consummation of this offering, our authorized capital stock will consist of 75,000,000 shares of

common stock, $0.0001 par value, and 5,000,000 shares of preferred stock, $0.0001 par value. The

following summary of certain provisions of the common stock and the preferred stock does not

purport to be complete and is subject to, and qualified in its entirety by, our certificate of incorporation

and bylaws and by the provisions of applicable law.

Common Stock

As of May 18, 1999, there were 20,596,704 shares of common stock outstanding that were held of

record by approximately 60 stockholders. There will be shares of Common Stock outstanding

(assuming no exercise of the underwriters' over-allotment option and assuming no exercise after March

31, 1999, of outstanding options) after giving effect to the sale of the shares of common stock to the

public offered hereby and the conversion of our preferred stock into common stock at a one-to-one

ratio.

The holders of common stock are entitled to one vote per share on all matters to be voted upon by the

stockholders. Subject to preferences that may be applicable to any outstanding preferred stock, the

holders of common stock are entitled to receive ratably such dividends, if any, as may be declared from

time to time by the board of directors out of funds legally available therefor. See "Dividend Policy." In

the event of the liquidation, dissolution or winding up of Cybergold, the holders of common stock are

entitled to share ratably in all assets remaining after payment of liabilities, subject to prior distribution

rights of preferred stock, if any, then outstanding. The common stock has no preemptive or conversion

rights or other subscription rights. There are no redemption or sinking fund provisions applicable to



the common stock. All outstanding shares of common stock are fully paid and nonassessable, and the

shares of common stock to be issued upon completion of this offering will be fully paid and

nonassessable.

Preferred Stock

Our certificate of incorporation authorizes 5,000,000 shares of preferred stock. The board of directors

has the authority to issue the preferred stock in one or more series and to fix the rights, preferences,

privileges and restrictions thereof, including dividend rights, dividend rates, conversion rights, voting

rights, terms of redemption, redemption prices, liquidation preferences and the number of shares

constituting any series or the designation of such series, without further vote or action by the

stockholders. The issuance of preferred stock may have the effect of delaying, deferring or preventing a

change in control of Cybergold without further action by the stockholders and may adversely affect the

voting and other rights of the holders of common stock. The issuance of preferred stock with voting

and conversion rights may adversely affect the voting power of the holders of common stock, including

the loss of voting control to others. At present, we have no plans to issue any of the preferred stock.

Warrants
As of May 18, 1999,we had outstanding exercisable warrants to purchase an aggregate of 250,000

shares of common stock at $0.15 per share; 22,500 shares of Series B preferred stock at $2.00 per

share; and 576,925 shares of Series D preferred stock at $3.00 per share. All unexercised warrants to

purchase Series D preferred stock will be automatically exercised (pursuant to net exercise provisions

to the extent unexercised) upon the closing of this offering. The warrants to purchase common stock

and Series B preferred stock, which remain outstanding after this offering, will expire between July 28,

2000 and January 30, 2008.

ANTITAKEOVER EFFECTS OF PROVISIONS OF THE CERTIFICATE OF INCORPORATION,

BYLAWS AND DELAWARE LAW

Certificate of Incorporation and Bylaws
The certificate of incorporation provides that, effective upon the closing of this offering, all

stockholder actions must be effected at a duly called meeting and not by a consent in writing. In

addition, we have a classified board of directors such that approximately one-third of the members of

the board of directors are elected at each annual meeting of our stockholders. Our bylaws provide that

our stockholders may call a special meeting of stockholders only upon a written request of

stockholders owning at least 50% of our capital stock. These provisions of the certificate of

incorporation and bylaws could discourage potential acquisition proposals and could delay or prevent a

change in control of Cybergold. These provisions are intended to enhance the likelihood of continuity

and stability in the composition of the board of directors and in the policies formulated by the board of



directors and to discourage certain types of transactions that may involve an actual or threatened

change of control of Cybergold. These provisions are designed to reduce the vulnerability of Cybergold

to an unsolicited acquisition proposal. The provisions also are intended to discourage certain tactics

that may be used in proxy fights. However, such provisions could have the effect of discouraging others

from making tender offers for our shares and, as a consequence, they also may inhibit fluctuations in

the market price of our shares that could result from actual or rumored takeover attempts. Such

provisions also may have the effect of preventing changes in our management. See "Risk Factors --

Antitakeover provisions in our charter documents and Delaware law could prevent or delay a change in

control of our company."

Delaware Takeover Statute
We are subject to Section 203 of the Delaware General Corporation Law, which, subject to certain

exceptions, prohibits a Delaware corporation from engaging in any business combination with any

interested stockholder for a period of three years following the date that such stockholder became an

interested stockholder, unless:

- prior to such date, the board of directors of the corporation approved either the business combination

or the transaction that resulted in the stockholder becoming an interested stockholder;

- upon consummation of the transaction that resulted in the stockholder becoming an interested

stockholder, the interested stockholder owned at least 85% of the voting stock of the corporation

outstanding at the time the transaction commenced, excluding for purposes of determining the

number of shares outstanding those shares owned (1) by persons who are directors and also officers

and (2) by employee stock plans in which employee participants do not have the right to determine

confidentially whether shares held subject to the plan will be tendered in a tender or exchange offer; or

- on or subsequent to such date, the business combination is approved by the board of directors and

authorized at an annual or special meeting of stockholders, and not by written consent, by the

affirmative vote of at least two-thirds of the outstanding voting stock that is not owned by the

interested stockholder.

Section 203 defines business combination to include:

- any merger or consolidation involving the corporation and the interested stockholder;

- any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation

involving the interested stockholder;

- subject to certain exceptions, any transaction that results in the issuance or transfer by the

corporation of any stock of the corporation to the interested stockholder;

- any transaction involving the corporation that has the effect of increasing the proportionate share of

the stock of any class or series of the corporation beneficially owned by the interested stockholder; or -

the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or

other financial benefits provided by or through the corporation.



In general, Section 203 defines an interested stockholder as any entity or person beneficially owning

15% or more of the outstanding voting stock of the corporation and any entity or person affiliated with

or controlling or controlled by such entity or person.

Registration Rights

After this offering, the holders of 15,302,611 shares of common stock will be entitled to certain rights

with respect to the registration of such shares under the Securities Act. Under the terms of our

agreement with the holders of such registrable securities, if we proposed to register any of our

securities under the Securities Act, either for our own account or for the account of other security

holders exercising registration rights, such holders are entitled to receive notice of such registration

and are entitled to include shares of such common stock therein. Additionally, holders of 15,280,111

shares of common stock are entitled to certain demand registration rights pursuant to which they may

require us to file a registration statement under the Securities Act at our expense with respect to their

shares of common stock, and we are required to use our best efforts to effect such registration. Further,

the holders of such demand rights may require us to file additional registration statements on Form S-1

or Form S-3. All of these registration rights are subject to certain conditions and limitations, among

them the right of the underwriters of an offering to limit the number of shares included in such

registration and our right not to effect a requested registration within six months following an offering

of our securities, including the offering made hereby.

Transfer Agent and Registrar
The Transfer Agent and Registrar for the Common Stock is .

Shares Eligible for Future Sale
Upon the completion of this offering, we will have shares of common stock outstanding, assuming the

issuance of shares of common stock offered hereby and no exercise of options after March 31, 1999. Of

these shares, the shares sold in the offering will be freely tradable without restriction or further

registration under the Securities Act, except that any shares held by our affiliates, as that term is

defined under the Securities Act, may generally only be sold in compliance with the limitations of Rule

144 described below.

Sales of Restricted Shares
The remaining 21,173,629 shares of common stock are deemed restricted shares under Rule 144. The

number of shares of common stock available for sale in the public market is limited by restrictions

under the Securities Act and lock-up agreements under which the holders of such shares have agreed

not to sell or otherwise dispose of any of their shares for a period of 180 days after the date of this



prospectus without the prior written consent of SG Cowen Securities Corporation. On the date of this

prospectus, no shares other than the shares offered hereby will be eligible for sale. Beginning 180 days

after the date of this prospectus, or earlier with the consent of SG Cowen Securities Corporation,

17,519,781 restricted shares will become available for sale in the public market subject to certain

limitations of Rule 144 of the Securities Act.

In general, under Rule 144 of the Securities Act as currently in effect, beginning 90 days after this

offering, a person (or persons whose shares are aggregated) who has beneficially owned restricted

shares for at least one year, including a person who may be deemed an affiliate, is entitled to sell within

any three-month period a number of shares of common stock that does not exceed the greater of 1% of

the then-outstanding shares of our common stock (approximately shares after giving effect to this

offering) and the average weekly trading volume of our common stock on the Nasdaq National Market

during the four calendar weeks preceding such sale. Sales under Rule 144 of the Securities Act are

subject to certain restrictions relating to manner of sale, notice and the availability of current public

information about us. A person who is not our affiliate at any time during the 90 days preceding a sale,

and who has beneficially owned shares for at least two years, would be entitled to sell such shares

immediately following this offering without regard to the volume limitations, manner of sale provisions

or notice or other requirements of Rule 144 of the Securities Act. However, the transfer agent may

require an opinion of counsel that a proposed sale of shares comes within the terms of Rule 144 of the

Securities Act prior to effecting a transfer of such shares.

Prior to this offering, there has been no public market for our common stock and no predictions can be

made of the effect, if any, that the sale or availability for sale of shares of additional common stock will

have on the market price of our common stock. Nevertheless, sales of substantial amounts of such

shares in the public market, or the perception that such sales could occur, could adversely affect the

market price of the common stock and could impair our future ability to raise capital through an

offering of our equity securities.

Options

As of March 31, 1999, there were a total of 1,958,364 shares of common stock subject to outstanding

options under our 1996 Stock Option Plan, of which were vested, and shares of common stock subject

to outstanding options issued outside our 1996 Stock Option Plan, all of which were vested. However,

all of these shares are subject to lock-up agreements.

Rule 701 under the Securities Act provides that shares of common stock acquired on the exercise of

outstanding options may be resold by persons other than our affiliates, beginning 90 days after the date

of this prospectus, subject only to the manner of sale provisions of Rule 144, and by affiliates,

beginning 90 days after the date of this prospectus, subject to all provisions of Rule 144 except its one-

year minimum holding period.



Immediately after the completion of the offering, Cybergold intends to file registration statements on

Form S-8 under the Securities Act to register all of the shares of common stock issued or reserved for

future issuance under the 1996 Stock Option Plan, our 1999 Omnibus Equity Incentive Plan and our

1999 Employee Stock Purchase Plan, as well as the shares of common stock subject to options issued

outside the 1996 Stock Option Plan. On the date 180 days after the effective date of the offering, a

total of shares of common stock subject to outstanding options will be vested. After the effective dates

of the registration statements on Form S-8, shares purchased upon exercise of options granted

pursuant to the 1996 Stock Option Plan, 1999 Omnibus Equity Incentive Plan, 1999 Employee Stock

Purchase Plan and outside the 1996 Stock Option Plan generally would be available for resale in the

public market.

Lock-up Agreements

The officers, directors and stockholders of Cybergold have agreed not to sell or otherwise dispose of

any of their shares for a period of 180 days after the date of the offering. SG Cowen Securities

Corporation, however, may in its sole discretion, at any time without notice, release all or any portion

of the shares subject to lock-up agreements.

Underwriting
Subject to the terms and conditions of the underwriting agreement dated , 1999, the underwriters

named below, through their representatives SG Cowen Securities Corporation, CIBC World Markets

Corp. and Volpe Brown Whelan & Company, LLC, have severally agreed to purchase from us the

number of shares of common stock set forth opposite their names at the public offering price less the

underwriting discounts and commissions set forth on the cover page of this prospectus.

Number of Name Shares
SG Cowen Securities Corporation............................. CIBC World Markets Corp.....................................

Volpe Brown Whelan & Company, LLC........................... Total.............................................

The underwriting agreement provides that the obligations of the underwriters are conditional and may

be terminated at their discretion based on their assessment of the state of the financial markets and

may also be terminated upon the occurrence of the events specified in the underwriting agreement.

The underwriters are severally committed to purchase all of the common stock being offered by

Cybergold if any of such shares are purchased (other than those covered by the over-allotment option

described below).

The underwriters propose to offer the common stock directly to the public at the public offering price

set forth on the cover page of this prospectus. The underwriters may offer the common stock to certain

dealers at that price less a concession not in excess of $ per share. Dealers may reallow a concession not



in excess of $ per share to certain other dealers. After the shares of the common stock are released for

sale to the public, the underwriters may vary the offering price and other selling terms from time to

time.

We have granted to the underwriters an option, exercisable for up to 30 days after the date of this

prospectus, to purchase up to additional shares of common stock at the public offering price set forth

on the cover of this prospectus to cover over-allotments, if any. If the underwriters exercise their over-

allotment option, the underwriters have severally agreed, subject to certain conditions, to purchase

approximately the same percentage thereof that the number of shares of common stock to be

purchased by each of them, as shown in the foregoing table, bears to the common stock offered hereby.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the

Securities Act, and to contribute to payments that the underwriters may be required to make in respect

thereof.

Cybergold, our directors and officers and existing stockholders who hold an aggregate of shares,

together with the holders of options to purchase shares of common stock and holders of warrants to

purchase shares of common stock, have agreed that for a period 180 days following the date of this

prospectus, without the prior written consent of SG Cowen Securities Corporation, they will not: (1)

directly or indirectly, offer, sell, assign, transfer, pledge, contract to sell, or otherwise dispose of, other

than by operation of law, any shares of common stock or any securities convertible into or exercisable

or exchangeable for common stock (including, without limitation, common stock which may be deemed

to be beneficially owned in accordance with the rules and regulations promulgated under the Securities

Act); or (2) request or demand registration pursuant to the Securities Act of any shares of common

stock owned by them; provided, however, that this restriction shall not apply to any rights they may

have to be included in any Company initiated registration of its securities.

The representatives may engage in over-allotment, stabilizing transactions, syndicate covering

transactions, penalty bids and passive market making in accordance with Regulation M under the

Securities Exchange Act of 1934 (the "Exchange Act"). Over-allotment involves syndicate sales in excess

of the offering size, which creates a syndicate short position. Stabilizing transactions permit bids to

purchase the underlying security so long as the stabilizing bids do not exceed a specified maximum.

Syndicate covering transactions involve purchases of the common stock in the open market after the

distribution has been completed in order to cover syndicate short positions. Penalty bids permit the

representatives to reclaim a selling concession from a syndicate member when the common stock

originally sold by such syndicate member is purchased in a syndicate covering transaction to cover

syndicate short positions. In passive market making, market makers in the common stock who are

underwriters or prospective underwriters may, subject to certain limitations, make bids for or

purchases of the common stock until the time, if any, at which a stabilizing bid is made. These

stabilizing transactions, syndicate covering transactions and penalty bids may cause the price of the

common stock to be higher than it would otherwise be in the absence of these transactions. These

transactions may be effected on the Nasdaq National Market or otherwise and, if commenced, may be

discontinued at any time.



The underwriters have advised us that they do not intend to confirm sales in excess of 5% of the

common stock offered hereby to any account over which they exercise discretionary authority.

Prior to this offering, there has been no public market of the common stock. Consequently, the initial

public offering price will be determined by negotiations between us and the underwriters. Among the

factors considered in these negotiations will be prevailing market conditions, the market

capitalizations and the stages of development of other companies that we and the underwriters believe

to be comparable to us, estimates of our business potential, our results of operations in recent periods,

the present state of our development and other factors deemed relevant.

We estimate that our out of pocket expenses for this offering will be approximately $ .

Legal Matters

The validity of the common stock offered hereby will be passed upon for us by Gunderson Dettmer

Stough Villeneuve Franklin & Hachigian, LLP, Menlo Park, California. Certain legal matters in

connection with this offering will be passed upon for the underwriters by Brobeck, Phleger & Harrison

LLP, San Francisco, California.

Experts
The financial statements included in this prospectus and elsewhere in the registration statement, to the

extent and for the periods indicated in their report, have been audited by Arthur Andersen LLP,

independent public accountants, and are included herein in reliance upon the authority of said firm as

experts in giving said reports.

Additional Information
We filed with the Securities and Exchange Commission, or SEC, Washington, D.C. 20549, a registration

statement on Form S-1 under the Securities Act with respect to the shares of common stock offered

hereby. This prospectus does not contain all the information set forth in the registration statement and

the exhibits and schedules filed therewith. For further information with respect to Cybergold and the

common stock offered hereby, reference is made to the registration statement and to the exhibits and

schedules filed therewith. Statements contained in this prospectus as to the contents of any contract or

other document referred to are not necessarily complete, and each such statement is qualified in all

respects by reference to the full text of such contract or other document filed as an exhibit to the

registration statement. A copy of the registration statement and the exhibits and schedules filed

therewith may be inspected without charge at the public reference facilities maintained by the SEC in

Room 1024, 450 Fifth Street, N.W. Washington, D.C. 20549, and at the SEC's regional offices located at

the Northwestern Atrium Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661 and

Seven World Trade Center, 13th Floor, New York, New York 10048, and copies of all or any part of the

registration statement may be obtained from such offices upon payment of the fees prescribed by the



SEC. The SEC maintains a World Wide Web site that contains reports, proxy and information

statements and other information regarding registrants that file electronically with the SEC. The

address of the site is http://www.sec.gov.

Upon completion of this offering, we will become subject to the information and periodic reporting

requirements of the Securities Exchange Act of 1934, and, in accordance therewith, will file periodic

reports, proxy statements and other information with the SEC. Such periodic reports, proxy statements

and other information will be available for inspection and copying at the regional offices, public

reference facilities and web site of the SEC referred to above.
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Report of Independent Public Accountants

To the Stockholders of CyberGold, Inc.:

We have audited the accompanying balance sheets of CyberGold, Inc. (a California corporation) as of

December 31, 1997 and 1998, and the related statements of operations, stockholders' equity (deficit)

and cash flows for each of the three years in the period ended December 31, 1998. These financial

statements are the responsibility of the Company's management. Our responsibility is to express an

opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards

require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement. An audit includes examining, on a test basis, evidence

supporting the amounts and disclosures in the financial statements. An audit also includes assessing

the accounting principles used and significant estimates made by management, as well as evaluating

the overall financial statement presentation. We believe that our audits provide a reasonable basis for

our opinion.



In our opinion, the financial statements referred to above present fairly, in all material respects, the

financial position of CyberGold, Inc. as of December 31, 1997 and 1998, and the results of its

operations and its cash flows for each of the three years in the period ended December 31, 1998 in

conformity with generally accepted accounting principles.

Arthur Andersen Llp
San Francisco, California, May 18, 1999

Cybergold, Inc.

Balance Sheets
DECEMBER 31,                  MARCH 31, 1999

1997           1998           ACTUAL        PRO

FORMA

(UNAUDITED)

ASSETS CURRENT ASSETS: Cash and cash equivalents........................ $1,239,510 $ 3,175,008 $

2,280,033 Accounts receivable, less allowance for doubtful accounts of $50,000, $30,000 and $30,000,

respectively................................... 161,165 390,701 112,650 Prepaid expenses and other current

assets........ -- 26,347 10,600 Total current assets...................... 1,400,675 3,592,056 2,403,283

PROPERTY AND EQUIPMENT, net........................ 371,619 407,066 414,583 DEPOSITS AND

OTHER ASSETS.......................... 50,364 41,150 74,809 Total assets.............................. $1,822,658 $

4,040,272 $ 2,892,675 LIABILITIES AND STOCKHOLDERS' EQUITY(DEFICIT) CURRENT

LIABILITIES: Accounts payable................................. $ 142,070 $ 257,267 $ 122,437 Current maturities

of long term obligations...... 81,791 136,639 154,404 Member payable................................... 382,203

800,255 912,159 Membership acquisition payable................... 69,775 175,653 287,469 Accrued

liabilities.............................. 88,493 167,294 213,687 Deferred revenue................................. 43,134

175,543 217,914 Total current liabilities................. 807,466 1,712,651 1,908,070 LONG TERM

OBLIGATIONS, net of current maturities... 272,152 225,550 291,425 Total liabilities.........................

1,079,618 1,938,201 2,199,495 COMMITMENTS AND CONTINGENCIES CONVERTIBLE

REDEEMABLE PREFERRED STOCK, $.0001 par value: 8,000,029 shares authorized; 6,283,792

issued and outstanding at December 31, 1998, and March 31, 1999 (preference in liquidation of

$5,718,251)...................................... -- 6,378,679 6,671,480 -- STOCKHOLDERS' EQUITY (DEFICIT):

Series A convertible preferred stock, $.0001 par value: Authorized shares -- 3,185,000 Issued and

outstanding shares -- 3,000,000, 3,000,000, 3,000,000 and 0 respectively..... 300 300 300 -- Preference

in liquidation -- $3,000,000 Series B convertible preferred stock, $.0001 par value: Authorized shares -

- 2,144,971 Issued and outstanding shares -- 2,067,471, 2,092,471, 2,092,471, and 0 respectively....

207 209 209 -- Preference in liquidation -- $4,134,939, 4,184,942 and $4,184,942 Common stock,

$.0001 par value: Authorized shares -- 21,670,000 Issued and outstanding shares -- 6,018,063,

6,072,267, 6,109,017, and 17,485,280 respectively................................ 602 607 611 1,748 Additional



paid-in capital......................... 7,210,077 8,914,716 8,916,025 15,586,877 Deferred

compensation.............................. -- (1,459,423) (1,143,674) (1,143,674) Retained

(deficit)................................. (6,468,146) (11,733,017) (13,751,771) (13,751,771) Total stockholders'

equity (deficit)...... 743,040 (4,276,608) (5,978,300) 693,180 Total liabilities and stockholders' equity

(deficit)............................... $1,822,658 $ 4,040,272 $ 2,892,675 $ 2,892,675 The accompanying notes

are an integral part of these statements. F-3

Cybergold, Inc.

Statements of Operations
QUARTER ENDED

YEAR ENDED DECEMBER 31,           -------------------------

---------------------------------------    MARCH 31,     MARCH 31,

1996          1997          1998          1998          1999

(UNAUDITED)

REVENUES:

Transaction.......................  $     1,000   $   457,074   $   628,350   $   107,408   $   332,558

Custom marketing services and

other..........................           --        74,342       376,583            --       170,178

Total revenues............        1,000       531,416     1,004,933       107,408       502,736

COST OF REVENUES....................          671       293,171       466,118        35,282       244,417

Gross margin..............          329       238,245       538,815        72,126       258,319

OPERATING EXPENSES:

Product development...............    1,093,433     1,190,047     1,700,421       375,273       484,249

Sales and marketing...............      840,586     2,162,413     2,694,601       792,196       967,189

General and administrative........      645,298       614,816       641,837       119,837       227,671

Amortization of deferred

compensation...................           --            --       184,778            --       315,749

Total operating expenses.....    2,579,317     3,967,276     5,221,637     1,287,306     1,994,858

Loss from operations.........   (2,578,988)   (3,729,031)   (4,682,822)   (1,215,180)

(1,736,539)

INTEREST INCOME (EXPENSE), net......       10,198       (15,292)       78,381        (4,913)       10,586

Net loss..................   (2,568,790)   (3,744,323)   (4,604,441)   (1,220,093)

(1,725,953)

DIVIDEND ATTRIBUTABLE TO PREFERRED

STOCKHOLDERS......................           --            --      (660,430)           --

(292,801)

NET LOSS ATTRIBUTABLE TO COMMON

STOCKHOLDERS......................  $(2,568,790)  $(3,744,323)  $(5,264,871)  $(1,220,093)

$(2,018,754)

NET LOSS PER COMMON SHARE, Basic and

diluted...........................  $     (0.46)  $     (0.63)  $     (0.87)  $     (0.20)  $

(0.33)

Pro forma basic and diluted.......                              $     (0.31)                $

(0.10)

WEIGHTED AVERAGE COMMON SHARES

OUTSTANDING, Basic and diluted....    5,618,411     5,969,233     6,030,590     6,019,514     6,079,042

Pro forma basic and diluted.......                               14,914,618                  17,395,777

The accompanying notes are an integral part of these statements.



Cybergold, Inc.

Statements of Stockholders' Equity (Deficit)
PREFERRED STOCK

SERIES A              SERIES B            COMMON STOCK

ADDITIONAL

-------------------   -------------------   -------------------

PAID IN       DEFERRED

SHARES     AMOUNT     SHARES     AMOUNT     SHARES     AMOUNT

CAPITAL     COMPENSATION

BALANCE, DECEMBER 31, 1995........          --   $  --            --   $  --     5,600,000   $ 560    $

63,465   $        --

Issuance of Series A preferred

stock..........................   3,000,000     300            --      --            --      --

2,999,700            --

Exercise of common stock

options........................          --      --            --      --        70,000       7

693            --

Net loss.........................          --      --            --      --            --      --

--            --

BALANCE, DECEMBER 31, 1996........   3,000,000     300            --      --     5,670,000     567

3,063,858            --

Issuance of Series B preferred

stock..........................          --      --     2,067,471     207            --      --

4,134,732            --

Exercise of common stock

options........................          --      --            --      --       405,563      41

15,644            --

Repurchase of stock options......          --      --            --      --       (57,500)     (6)

(4,157)           --

Net loss.........................          --      --            --      --            --      --

--            --

BALANCE, DECEMBER 31, 1997........   3,000,000     300     2,067,471     207     6,018,063     602

7,210,077            --

Issuance of Series B preferred

stock..........................          --      --        25,000       2            --      --

49,998            --

Accretion of Series C redemption

premium........................          --      --            --      --            --      --

--            --

Exercise of common stock

options........................          --      --            --      --        92,641       9

10,820            --

Repurchase of stock options......          --      --            --      --       (38,437)     (4)

(380)           --

Deferred compensation............          --      --            --      --            --      --

1,644,201    (1,644,201)

Amortization of deferred

compensation...................          --      --            --      --            --      --

--       184,778

Net loss.........................          --      --            --      --            --      --

--            --

BALANCE, DECEMBER 31, 1998........   3,000,000     300     2,092,471     209     6,072,267     607

8,914,716    (1,459,423)

Accretion of Series C

redemption.....................          --      --            --      --            --      --

--            --

Exercise of common stock

options........................          --      --            --      --        36,750       4



1,309            --

Amortization of deferred

compensation...................          --      --            --      --            --      --

--       315,749

Net loss.........................          --      --            --      --            --      --

--            --

BALANCE, MARCH 31, 1999

(unaudited)......................   3,000,000   $ 300     2,092,471   $ 209     6,109,017   $ 611    $

8,916,025   $(1,143,674)

Conversion of Series A

preferred......................  (3,000,000)   (300)           --      --     3,000,000     300

--            --

Conversion of Series B

preferred......................          --      --    (2,092,471)   (209)    2,092,471     209

--            --

Conversion of Series C

preferred......................          --      --            --      --     6,283,792     628

6,670,852            --

PRO FORMA BALANCE, MARCH 31, 1999

(unaudited)......................          --   $  --            --   $  --    17,485,280   $1,748

$15,586,877   $(1,143,674)

Retained Deficit Total
BALANCE, DECEMBER 31, 1995........  $   (155,033)  $   (91,008)

Issuance of Series A preferred

stock..........................            --     3,000,000

Exercise of common stock

options........................            --           700

Net loss.........................    (2,568,790)   (2,568,790)

BALANCE, DECEMBER 31, 1996........    (2,723,823)      340,902

Issuance of Series B preferred

stock..........................            --     4,134,939

Exercise of common stock

options........................            --        15,685

Repurchase of stock options......            --        (4,163)

Net loss.........................    (3,744,323)   (3,744,323)

BALANCE, DECEMBER 31, 1997........    (6,468,146)      743,040

Issuance of Series B preferred

stock..........................            --        50,000

Accretion of Series C redemption

premium........................      (660,430)     (660,430)

Exercise of common stock

options........................            --        10,829

Repurchase of stock options......            --          (384)

Deferred compensation............            --            --

Amortization of deferred

compensation...................            --       184,778

Net loss.........................    (4,604,441)   (4,604,441)

BALANCE, DECEMBER 31, 1998........   (11,733,017)    4,276,608

Accretion of Series C

redemption.....................      (292,801)     (292,801)

Exercise of common stock

options........................            --         1,313

Amortization of deferred

compensation...................            --       315,749

Net loss.........................    (1,725,953)   (1,725,953)

BALANCE, MARCH 31, 1999

(unaudited)......................  $(13,751,771)  $(5,978,300)

Conversion of Series A

preferred......................            --            --

Conversion of Series B



preferred......................            --            --

Conversion of Series C

preferred......................            --     6,671,480

PRO FORMA BALANCE, MARCH 31, 1999

(unaudited)......................  $(13,751,771)  $   693,180

The accompanying notes are an integral part of these statements.

Cybergold, Inc.

Statements of Cash Flows
QUARTER ENDED

YEAR ENDED DECEMBER 31,           ------------------------

-

---------------------------------------    MARCH 31,     MARCH 31,

1996          1997          1998          1998          1999

(UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES: Net loss........................... $(2,568,790) $(3,744,323)

$(4,604,441) $(1,220,093) $(1,725,953) Adjustments to reconcile net loss to net cash used in operating

activities: Depreciation.................... 101,050 190,859 269,158 61,075 81,709 Amortization of deferred

compensation.................. -- -- 184,778 -- 315,749 Changes in assets and liabilities: Accounts

receivable........... -- (161,165) (229,536) 63,421 278,051 Prepaid expenses and other current

assets............. (22,375) (27,989) (17,133) (8,507) (17,912) Accounts payable.............. 148,310 (6,240)

115,197 71,222 (134,830) Members payable............... -- 382,203 418,052 133,989 111,904

Membership acquisition payable.................... -- 69,775 217,694 5,225 111,816 Accrued liabilities...........

38,392 50,101 (33,015) (39,785) 46,393 Deferred revenue.............. -- 43,134 132,409 13,495 42,371

Net cash used in operating activities............... (2,303,413) (3,203,645) (3,546,837) (919,958) (890,702)

CASH FLOWS FROM INVESTING ACTIVITIES: Acquisition of property and equipment.......................

(387,472) (57,564) (152,922) (23,185) (89,226) CASH FLOWS FROM FINANCING ACTIVITIES:

Payment of capital lease obligations..................... -- (114,549) (143,437) (18,879) (40,084) Proceeds

from equipment financing....................... -- -- -- -- 123,724 Proceeds from sale leaseback

transaction..................... -- 250,000 -- -- -- Proceeds from loans from stockholders.................... --

1,000,000 -- -- -- Repayments of advances from stockholder..................... (91,008) -- -- -- -- Proceeds

from issuance of preferred stock........................... 3,000,000 3,134,939 5,768,249 99,796 -- Proceeds

from exercise of stock options, net of repurchases..... 700 11,522 10,445 -- 1,313 Net cash provided by

financing activities..... 2,909,692 4,281,912 5,635,257 80,917 84,953 NET INCREASE (DECREASE)

IN CASH AND CASH EQUIVALENTS................... 218,807 1,020,703 1,935,498 (862,226) (894,975)

CASH AND CASH EQUIVALENTS: Balance at beginning of period..... -- 218,807 1,239,510

1,239,510 3,175,008 Balance at end of period........... $ 218,807 $ 1,239,510 $ 3,175,008 $ 377,284 $

2,280,033 SUPPLEMENTAL CASH FLOW INFORMATION: Cash paid for interest............. $ -- $

35,800 $ 71,086 $ 16,261 $ 19,536 Acquisition of property and equipment using capital

leases.......................... 120,600 97,892 151,683 61,970 -- Conversion of stockholder loans into preferred

stock............ -- 1,000,000 -- -- -- The accompanying notes are an integral part of these statements. F-6
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Notes to Financial Statements

1. Summary of Significant Accounting Policies:

Nature of Operations
CyberGold, Inc. (the Company) was incorporated in California in 1994. The Company did not have any

significant operations prior to 1996.

The Company is engaged in the business of providing on-line direct marketing and cash based

incentive advertising solutions for on-line advertisers and marketers. Additionally, the Company

provides custom marketing services which include production and development of marketing

programs, delivery of targeted e-mail to CyberGold members, design of customer web sites and third

party engineering functions.

As of December 31, 1998, the Company had a retained deficit of approximately $11.7 million and has

continued to incur losses during 1999. During May 1999, the Company issued redeemable convertible

preferred stock, as further discussed in Note 4, in the amount of $8 million. Management believes that

this financing will be sufficient for it to meet its obligations through at least December 31, 1999.

The industry in which the Company operates is very specialized and is subject to a number of industry-

specific risk factors, including, but not limited to, rapidly changing technologies, significant numbers of

new entrants, dependence on key individuals, competition from similar products and from larger

companies, customer preferences, the need for the continued successful development, marketing and

selling of its products and services, the need for financing, and the need for positive cash flows from

operations.

Interim Financial Statements

The accompanying financial statements as of March 31, 1999 and for the quarters ended March 31,

1998 and 1999 are unaudited, but in the opinion of management, include all adjustments consisting of

normal recurring adjustments necessary for a fair presentation of results for the interim periods.

Certain information and footnote disclosures normally included in financial statements prepared in

accordance with generally accepted accounting principles have been omitted, although the Company

believes that the disclosures included are adequate to make the information presented not misleading.

Results for the quarter ended March 31, 1999 are not necessarily indicative of the results that may be

expected for the year ending December 31, 1999.



Unaudited Pro Forma Presentation
The unaudited pro forma balance sheet and statement of stockholders' equity (deficit) as of March 31,

1999 reflects the automatic conversion of all outstanding shares of convertible preferred stock into

11,373,263 shares of common stock which will occur upon the closing of the Company's proposed

initial public offering.

Significant Customers

Two customers individually accounted for 22 and 16 percent, respectively, of the Company's total

revenue during the year ended December 31, 1998. No individual customer exceeded 10 percent of

total revenue during the year ended December 31, 1997.
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At December 31, 1998, one of these customers accounted for 78 percent of accounts receivable. These

amounts have been paid subsequent to December 31, 1998.

Cash Equivalents
For the statements of cash flows, the Company treats financial instruments as cash equivalents if the

original maturity of such instruments is three months or less.

Financial Instruments

Financial instruments consist of cash equivalents, accounts receivable, accounts payable and debt. The

estimated fair value of these financial instruments approximates their carrying value.

Property and Equipment

Property and equipment are carried at cost and for financial reporting purposes, depreciation is

computed using the straight-line method over estimated useful lives of three years for all assets.

Maintenance and repair expenditures are charged to expense when incurred.



Member Acquisition Payable
Member acquisition payable represents amounts due to advertising partners for new member sign-ups

that are originated from a partner web site.

Revenue Recognition and Cost of Revenues
The Company earns revenue from certain member transactions and from custom marketing and other

services. Transaction revenues are earned each time a member either earns or spends incentive rewards

within the system and for micropayment transactions. Transaction revenues are recognized as revenue

upon completion of the specific action related to the transaction fee.

Custom marketing services and other revenues include production and development fees received for

customization of marketing programs, fees received for delivering targeted e-mail to the Company's

members and fees received for other advertising and marketing services. Production and development

fees represent HTML design services, graphic services, engineering and database development and

related services. Revenue is recognized as these services are performed.

Prepayments by advertising or marketing clients for transaction fees or custom marketing services are

included in deferred revenue on the accompanying balance sheets.

The cost of revenues associated with our transaction revenues represent cash rewards paid to our

members for completing transactions.

The cost of revenues associated with custom advertising and marketing services and other revenues

primarily consist of costs for production and development personnel and independent contractors.

Any unpaid rewards due to members are recorded in members payable in the accompanying balance

sheets.
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Product Development
Product development costs include expenses related to the development and enhancement of the

Company's product offerings. Product development costs are expensed as incurred.



Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions. Actual results could differ from those

estimates.

Net Loss Per Share
Basic net loss per share is calculated by dividing net loss by the weighted average common shares

outstanding during the period. Diluted income per share is calculated by dividing the net income by

the weighted average common shares outstanding adjusted for all potential common shares, which

includes shares issuable upon the exercise of outstanding common stock options, warrants and other

contingent issuances of common stock. The Company has losses for all periods presented and,

accordingly, such potential common shares are excluded from the computation of diluted net loss per

share, as their effect is antidilutive.

Potentially dilutive securities include the following:

DECEMBER 31,

---------------------------------------    MARCH 31,

1996          1997          1998           1999

Options to purchase common stock....   1,018,063     1,184,500      1,866,602     1,875,957

Warrants to purchase common stock...     250,000       250,000        250,000       250,000

Warrants to purchase preferred

stock.............................          --       220,000        207,500       207,500

Series A preferred stock............   3,000,000     3,000,000      3,000,000     3,000,000

Series B preferred stock............          --     2,067,471      2,092,471     2,092,471

Redeemable preferred stock..........          --            --      6,283,792     6,283,792

Total.....................   4,268,063     6,721,971     13,700,365    13,709,720

Pro Forma Net Loss Per Share (Unaudited)

The calculation of pro forma net loss per share assumes that all series of convertible shares have been

converted into common stock as of the original issuance date.

New Accounting Standards

During 1998, the Company adopted SFAS No. 130, "Reporting Comprehensive Income." The Company

has no other comprehensive income amounts for any of the periods presented.

The Company also adopted SFAS No. 131, "Disclosures about Segments of an Enterprise and Related

Information." As of December 31, 1998, management has concluded that the Company only operates

in one segment and exclusively in the United States.



In March 1998, the American Institute of Certified Public Accountants issued SOP No. 98-1, "Software

for Internal Use." The Company does not expect the adoption of SOP No. 98-1 to have a material

impact on its financial statements.
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In June 1998, the FASB issued SFAS No. 133, "Accounting for Derivative Instruments and Hedging

Activities." SFAS No. 133 is not expected to have a material impact on the Company's financial position

or results of operations.

2. Property and Equipment:
Property and equipment consisted of the following:

DECEMBER 31,

----------------------    MARCH 31,

1997         1998          1999

Computer equipment and software............  $ 625,610    $ 923,127    $  979,576

Furniture and fixtures.....................     25,817       30,465        63,145

Leasehold improvements.....................     12,101       14,541        14,541

663,528      968,133     1,057,262

Accumulated depreciation...................   (291,909)    (561,067)     (642,679)

$ 371,619    $ 407,066    $  414,583

Depreciation expense for property and equipment was $101,050, $190,859, and $269,158 for the

years ended December 31, 1996, 1997, and 1998, respectively. Included in property and equipment at

December 31, 1997 and 1998 are depreciated amounts of approximately $372,000 and $278,000,

respectively, related to assets acquired under capital leases.

3. Income Taxes:

Significant components of net deferred tax assets as of December 31 were:

1997 1998

Net operating loss carryforwards.....................  $ 1,997,200    $ 3,744,037

R&D credit carryforward..............................      147,482        274,163

Other................................................        5,347         25,028

Gross deferred tax assets..................    2,150,029      4,043,228

Deferred tax valuation allowance.....................   (2,150,029)    (4,043,228)

Net deferred tax asset.....................  $        --    $        --

As of December 31, 1998, the Company had tax net operating loss carryforwards of approximately

$9,360,000 for federal and state income tax purposes. These carryforwards begin to expire in 2011

and 2005, respectively. In addition, the Company has research and development tax credit



carryforwards of $156,821 and $117,342 for federal and state income tax purposes, respectively,

which begin to expire in 2011. A valuation allowance has been provided to offset gross deferred tax

assets due to the uncertainty surrounding the realizability of such assets.
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The Tax Reform Act of 1986 contains provisions that may limit the net operating loss carryforwards

and research and development credits available to be used in any given year should certain events

occur, including the sale of equity securities and other changes in ownership. There can be no

assurance that the Company will be able to utilize net operating loss carryforwards and credits before

expiration.

4. Convertible Redeemable Preferred Stock:

During 1998 and 1999, the Company amended and restated its articles of incorporation to allow for

the issuance of 8,000,029 shares of Series C Convertible Redeemable Preferred Stock (Series C Stock)

and 3,850,000 shares of Series D Convertible Redeemable Preferred Stock (Series D Stock). During the

period from May 1998 through August 1998, the Company issued 6,283,792 shares of Series C Stock

at $0.91 per share. During May 1999, the Company issued 3,076,923 shares of Series D Stock at $2.60

per share.

The holders of Series C Stock and Series D Stock shall be entitled to receive noncumulative dividends

of $.0455 per annum and $.13 per annum, respectively, as declared by the Board of Directors.

The Series C Stock and Series D Stock has preference in liquidation over common stock and Series A

and B Preferred (see Note 5) equal to a liquidation value of $0.91 and $2.60 per share, respectively.

Each share of Series C Stock and Series D Stock is convertible, at the option of the holder, into a share

of common stock at the Initial Conversion Price, as defined. Each share will automatically convert into

shares of common stock at the Initial Conversion Price upon the earlier of (a) the Company's sale of its

common stock in a firm commitment underwritten initial public offering, the public offering price of

which was not less than $6.50 per share and $15,000,000 in the aggregate or (b) the date specified by

written consent of 67 percent of the holders of the then outstanding shares of preferred stock.

At any time after May 15, 2003, the holders of not less than 67 percent of the then outstanding Series

C Stock and Series D Stock may request for the redemption of the Series C Stock and Series D Stock at

$1.82 per share and $5.20 per share, respectively. This related redemption premium is being accreted

over the period from the issuance of the respective stock through May 15, 2003. For the year ended

December 31, 1998, and for the quarter ended March 31, 1999, the accretion charged to retained

deficit was $660,430 and $292,801, respectively.



In connection with the issuance of Series D Stock, the Company also issued warrants to purchase

576,923 warrants of Series D Stock an exercise price of $3.00.

5. Stockholders Equity:

Common Stock
The holders of common stock are entitled to one vote per share. Subject to preferences on outstanding

preferred stock, the holders of common stock are entitled to receive ratably such dividends, if any, as

may be declared by the Board of Directors. In the event of liquidation, the holders of common stock are

entitled to share ratably in all assets remaining after payment of liabilities, subject to prior distribution

rights of preferred stock. The common stock has no preemptive, conversion or other subscription

rights.
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Preferred Stock

Pursuant to the Company's Series A preferred stock agreement entered into in May 1996, 3,000,000

shares of Series A preferred stock were sold to the existing stockholder and other investors at a price of

$1.00 per share in July 1996. Upon liquidation, merger or acquisition of the Company, provided

sufficient assets are available, Series A preferred stockholders would receive $1.00 per share plus any

declared but unpaid dividends.

On June 28, 1996, the Company issued to one of the new Series A investors a warrant to purchase

250,000 shares of common stock at $0.15 per share. The value of this warrant at June 28, 1996, was

determined not to be material.

Pursuant to the Company's Series B preferred stock agreement entered into in June 1997, 2,067,471

shares of Series B preferred stock were sold to the existing stockholders and other investors at a price

of $2.00 per share. Of the total number of shares sold, 515,421 shares were issued upon the conversion

of stockholder notes (the Notes). The Notes were entered into in early 1997 by the existing

stockholders as bridge financing. The Notes accrued interest at 8 percent. Upon liquidation, merger or

acquisition of the Company, provided sufficient assets are available, Series B preferred stockholders

would receive $2.00 per share plus any declared but unpaid dividends.



Conversion of Series A preferred stock and Series B preferred stock into common stock is at the option

of the preferred stockholders. Each share of preferred stock is convertible into such number of shares

of common stock determined by dividing the issuance price by the conversion price, which is

determined at the time of the conversion. The conversion price for Series A and Series B preferred

stock was initially set at $1.00 and $2.00 per share, respectively. This conversion price is subject to

adjustment upon the occurrence of certain events. Conversion of the preferred stock is automatic upon

the earlier of (a) the Company's sale of its common stock in a firm commitment underwritten initial

public offering, the offering price of which is not less than $2.73 and the proceeds of which are greater

than $15,000,000; or (b) the date specified by written consent of the holders of the then outstanding

shares of Series A, Series B, Series C and Series D stock, acting together as a single class.

In connection with the capital leases described in Note 6, the Company issued warrants to the lessor to

purchase 17,500 shares of Series A preferred stock at $1.00 per share, 5,000 shares of Series B

preferred stock at $2.00 per share. The value of these warrants at the grant dates was determined not

to be material, based on the Black-Scholes pricing model.

At December 31, 1998, 15,000,029 shares of common stock, equivalent to the number of shares of

preferred stock authorized, were reserved for issuance upon conversion of preferred stock.

Each share of preferred stock conveys the right to the stockholder of one vote.

6. Commitments and Contingencies:

Lease Commitments
The Company entered into a sale leaseback transaction during 1997 related to the leasing of certain

computer equipment. No gain or loss was recognized on this sale. During 1999, the Company moved its

headquarters to Oakland, California and entered into an operating lease that expires in June 2004.
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As of December 31, 1998, future minimum lease commitments are as follows:

OPERATING      CAPITAL

LEASE         LEASE

PAYMENTS     PAYMENTS

1999....................................................  $  217,790    $ 196,013

2000....................................................     341,100      166,456

2001....................................................     370,800       83,498

2002....................................................     407,700       15,414

2003....................................................     427,500           --

Thereafter..............................................     180,000           --



Total.........................................  $1,944,890      461,381

Less: Interest component................................                  (99,192)

Present value of minimum lease payments.................                  362,189

Less: Current maturities................................                 (136,639)

Long-term capital obligations...........................                $ 225,550

Interest expense on capital leases amounted to $0, $35,800 and $71,086 for the years ended December

31, 1996, 1997, and 1998 respectively. Rent expense for the years ended December 31, 1996, 1997,

and 1998, was $103,529, $150,730 and $139,749, respectively.

Employment Agreements

During 1998, the Company entered into employment agreements with three officers that provide for

minimum annual base salaries, bonus entitlements and issuance of common stock options upon the

achievement of certain objectives. Should these objectives not be achieved, these options vest over five

years. The employment agreements were effective as of the hire date of each respective officer and may

be terminated by either party. As of December 31, 1998, the Company accrued approximately $32,000

in the accompanying balance sheet for accrued bonuses in relation to these agreements.

Equipment Credit Line

During February 1999, the Company entered into an equipment credit line agreement. This credit line

is to be used solely for capital expenditures. Maximum borrowings under this line are $400,000.

Interest of approximately 18 percent and principal are payable monthly, over a three year period. At

March 31, 1999, the Company had amounts outstanding under this line of $115,196. Of this amount,

$4,760 is included in current maturities of long-term obligations in the accompanying balance sheet

with the remainder included in long-term obligations, net of current maturities.

7. Stock Option Plan:
Under the terms of the Company's Employee Stock Option Plan (the Plan) adopted in June 1996,

options to purchase shares of the Company's common stock are granted to employees, consultants and

directors. Options currently outstanding vest at 25 percent on the first anniversary of the grant date

and 1/36 per month thereafter. Each option shall terminate 10 years after the date of grant. In

addition, the option holder is entitled to exercise prior to the option's vesting as long as he or she is still

an employee.
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Should the employee subsequently leave, the Company has the right to repurchase the shares that had

not vested at the departure date. At December 31, 1998 and March 31, 1999, 85,157 and 81,251

shares of common stock were subject to repurchase, respectively, under this provision.

A summary of the status of the Company's stock option plan at December 31, 1998 and changes

during the years ended December 1996, 1997, and 1998, and three months ended March 31, 1999, are

presented in the table below:

WEIGHTED      WEIGHTED

OPTIONS OUTSTANDING                   AVERAGE        AVERAGE

--------------------------               EXERCISE    FAIR VALUE OF

QUALIFYING   NONQUALIFYING     TOTAL      PRICE     OPTIONS GRANTED

Balance, December 31, 1995......         --            --             --    $  --

Granted.......................  1,371,500        12,500      1,384,000     0.04          $0.04

Canceled......................   (295,937)           --       (295,937)    0.03

Exercised.....................    (57,500)      (12,500)       (70,000)    0.01

Balance, December 31, 1996......  1,018,063            --      1,018,063     0.04

Granted.......................    501,500       160,000        661,500     0.23          $0.05

Canceled......................   (147,000)           --       (147,000)    0.10

Exercised.....................   (348,063)           --       (348,063)    0.04

Balance, December 31, 1997......  1,024,500       160,000      1,184,500     0.13

Granted.......................  1,013,600       300,350      1,313,950     0.31          $0.68

Canceled......................   (485,977)      (91,667)      (577,644)    0.40

Exercised.....................    (52,604)       (1,600)       (54,204)    0.19

Balance, December 31, 1998......  1,499,519       367,083      1,866,602     0.19

Granted.......................     78,000       112,500        190,500     0.15          $1.88

Canceled......................    (54,395)      (90,000)      (144,395)    0.40

Exercised.....................    (30,000)       (6,750)       (36,750)    0.04

Balance, March 31, 1999.........  1,575,531       382,833      1,875,957     0.19

Options outstanding, exercisable, and vested by price range at December 31, 1998, are as follows:

WEIGHTED

RANGE OF                      AVERAGE

EXERCISE      NUMBER         REMAINING         NUMBER       NUMBER

PRICE     OUTSTANDING   CONTRACTUAL LIFE   EXERCISABLE    VESTED

0.$50...       389,852          9.0            389,852      205,558

0.01        478,000          7.4            478,000      454,895

0.15        998,750          9.5            998,750      159,986

1,866,602                       1,866,602      820,439

During 1997, the Company entered into agreements that granted options to purchase 185,000 shares

of Series A preferred stock to consultants at $1.00 per share. The options were fully vested at

December 31, 1998. The value of these options at the grant date (as determined using the Black-

Scholes model), was not material.

In connection with the granting of certain stock options to employees, directors and consultants

during 1998, the Company recorded deferred compensation of $1,644,201. This deferred

compensation is
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being amortized over the expected service periods of the grantees, generally four years. Amortization

of deferred compensation for the year ended December 31, 1998, was $184,778.

The Company has adopted the disclosure-only provisions of SFAS No. 123, "Accounting for Stock-

Based Compensation." Had compensation expense for the Plan been determined based on the fair

value at the grant dates, as prescribed in SFAS No. 123, the Company's net loss and net loss per share

would have been as follows:

THREE MONTHS ENDED

YEARS ENDED DECEMBER 31,                   MARCH 31,

1996          1997          1998          1998          1999

Net loss:

As reported..............  $(2,568,790)  $(3,744,323)  $(5,264,871)  $(1,220,093)  $(2,018,754)

Pro forma................   (2,582,025)   (3,779,438)   (5,349,881)   (1,220,093)   (2,018,754)

Basic and diluted net loss

per common share:

As reported..............  $     (0.46)  $     (0.63)  $     (0.87)  $     (0.20)  $     (0.33)

Pro forma................        (0.46)        (0.63)        (0.89)        (0.20)        (0.33)

The fair value of each option was estimated on the date of grant using the Black-Scholes option pricing

model with the following assumptions used for the grants: expected dividend yield of 0 percent in all

periods; expected volatility of 0 percent in all periods; weighted average risk-free interest rates ranging

from 4.45 percent to 6.28 percent for all periods presented in the table above; and expected lives of

four years for all periods.

8. Compensation and Retirement Plans:
On May 18, 1999, the Board of Directors adopted the following plans:

1999 OMNIBUS EQUITY INCENTIVE PLAN -- The Company has reserved 1,500,000 shares of

common stock for issuance under this plan. Options may be granted under this plan to employees,

directors and consultants and will not be granted at less than 100 percent of the fair market value of

the common stock on the option grant date. These options will generally vest over four years and

expire ten years after the date of grant. At May 18, 1999, no options were outstanding under this plan.

1999 EMPLOYEE STOCK PURCHASE PLAN -- The Company has reserved 300,000 shares of

common stock for issuance under this plan and only employees are eligible. Employees can purchase

stock through payroll deductions which may not exceed 15 percent of the employee's cash

compensation. The purchase price per share of common stock will be no less than 85 percent of the fair

market value of the stock at the date of grant. At May 18, 1999, no purchases had been made under

this plan.



401(K) DEFINED CONTRIBUTION PLAN -- The Company also sponsors a defined contribution

401(k) retirement plan for all employees who have completed at least 30 days of service. Participants

may elect to defer up to 15 percent of their current annual salary, not to exceed $10,000. The Company

does not match contributions.

9. Related Parties:
During the years ended December 31, 1996, 1997, and 1998, the president of the Company and

majority common stockholder was not paid a salary.
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Item 13. Other Expenses of Issuance and Distribution
The following table sets forth the costs and expenses, other than underwriting discounts and

commissions, payable by the Company in connection with the sale of Common Stock being registered.

All amounts are estimates except the SEC registration fee and the NASD filing fees.

SEC Registration fee........................................ $ 12,788 NASD fee.................................................... $ 5,100

Nasdaq National Market listing fee.......................... Printing and engraving expenses.............................

Legal fees and expenses..................................... Accounting fees and expenses................................ Blue sky



fees and expenses.................................. $ 3,000 Transfer agent fees......................................... Miscellaneous

fees and expenses............................. Total.............................................

Item 14. Indemnification of Directors and Officers
Section 145 of the Delaware General Corporation Law authorizes a court to award or a corporation's

Board of Directors to grant indemnification to directors and officers, including reimbursement for

expenses incurred, in terms sufficiently broad to permit such indemnification under certain

circumstances for liabilities arising under the Securities Act of 1933, as amended (the "Securities Act").

Article VI, Section 6.1, of the Registrant's Bylaws provides for mandatory indemnification of its

directors and permissible indemnification of officers and employees to the maximum extent permitted

by the Delaware General Corporation Law. The Registrant's Certificate of Incorporation provides that,

pursuant to Delaware law, its directors shall not be liable for monetary damages for breach of the

directors' fiduciary duty as directors to the Company and its stockholders. This provision in the

Certificate of Incorporation does not eliminate the directors' fiduciary duty, and in appropriate

circumstances equitable remedies such as injunctive or other forms of non-monetary relief will remain

available under Delaware law. In addition, each director will continue to be subject to liability for

breach of the director's duty of loyalty to the Company for acts or omissions not in good faith or

involving intentional misconduct, for knowing violations of law, for actions leading to improper

personal benefit to the director, and for payment of dividends or approval of stock repurchases or

redemptions that are unlawful under Delaware law. The provision also does not affect a director's

responsibilities under any other law, such as the federal securities laws or state or federal

environmental laws. The Registrant has entered into Indemnification Agreements with its officers and

directors, a form of which is attached as Exhibit 10.1 hereto and incorporated herein by reference. The

Indemnification Agreements provide the Registrant's officers and directors with further

indemnification to the maximum extent permitted by the Delaware General Corporation Law.

Reference is made to Section 7 of the Underwriting Agreement contained in Exhibit 1.1 hereto,

indemnifying officers and directors of the Registrant against certain liabilities.

Item 15. Recent Sales of Unregistered Securities

Since January 1, 1996, the Company has issued and sold the following unregistered securities pursuant

to the exemption from the registration requirements of the Securities Act of 1933 as amended (the

"Act"), provided by Sections 3(a)(10) or 4(2) of the Act or Rule 701 of the Act:

(1) On May 18, 1999, CyberGold, Inc., a California corporation ("Cybergold California") incorporated a

wholly-owned subsidiary, Cybergold, Inc., a Delaware corporation (Cybergold Delaware) for purposes

of reincorporating into Delaware. In connection with the reincorporation, Cybergold Delaware will

issue shares of its common stock to the holders of common stock of Cybergold California, such that the

holders of common stock of CyberGold California will receive a proportionate interest in Cybergold



Delaware common stock. The issuance of the securities and such reincorporation will be exempt from

the registration requirements of the Act, due to the exemptions from registration provided by Sections

3(a)(10) and 4(2) thereof.

(2) In July and September of 1996, we issued 3,000,000 shares of Series A preferred stock to a group of

private accredited investors for an aggregate consideration of $3,000,000 pursuant to Section 4(2) of

the Act.

(3) In July 1996, we issued a warrant to purchase 250,000 shares of common stock to a private

accredited investor at an exercise price of $0.15 pursuant to Section 4(2) of the Act.

(4) In June 1997, we issued 2,092,471 shares of Series B preferred stock to a group of private

accredited investors for an aggregate consideration of $4,234,942 pursuant to Section 4(2) of the Act.

(5) In March 1997, we issued warrants to an equipment lessor to purchase 22,500 shares of Series B

preferred stock at an exercise price of $2.00 pursuant to Section 4(2) of the Act.

(6) In May and August 1998, we issued 6,283,792 shares of Series C preferred stock to a group of

private accredited investors for an aggregate consideration of $5,655,750 pursuant to Section 4(2) of

the Act.

(7) On May 18, 1999, we issued 3,076,923 shares of Series D preferred stock to a group of private

accredited investors for an aggregate consideration of $7,999,999.80 pursuant to Section 4(2) of the

Act.

(8) On May 18, 1999, we issued warrants to purchase a total of 576,925 shares of Series D preferred

stock at an exercise price of $3.00 to a group of private accredited investors pursuant to Section 4(2) of

the Act.

(9) Since 1996, we have issued options to purchase common stock to employees, directors and

consultants pursuant to Section 4(2) and Rule 701 of the Act.

Item 16. Exhibits and Financial Statement Schedules

Exhibit Number Description
1.1       Form of Underwriting Agreement (preliminary form).

3.1       Registrant's Certificate of Incorporation

3.2       Registrant's Amended and Restated Certificate of

Incorporation, to be effective upon the closing of the

offering

3.3       Registrant's Bylaws

4.1       Reference is made to Exhibits 3.1, 3.2 and 3.3

4.2*      Specimen Common Stock Certificate



Exhibit Number Description
4.3       Amended and Restated Investors' Rights Agreement, dated May

18, 1999

5.1*      Opinion of Gunderson Dettmer Stough Franklin Villeneuve &

Hachigian, LLP

10.1       Form of Indemnification Agreement

10.2*      1996 Stock Plan

10.3*      1999 Omnibus Equity Incentive Plan

10.4*      1999 Employee Stock Purchase Plan

10.5*      Standard Office Lease, by and between Central Building LLC

and the Registrant, dated March 25, 1999.

10.6*      Commercial Lease, by and between Weilman Treloar & Co. and

the Registrant, dated December 20, 1995.

10.7*      Merchant Transaction Processing Agreement between the First

National Bank of Omaha and the Registrant, as amended July

21, 1997.

10.8*      Letter of Agreement between Earthlink Network, Inc. and the

Registrant, dated August 10, 1998.

10.9*      Master Lease Agreement, between the Registrant and LINC

Capital, Inc., dated March 17, 1997.

10.10*     Senior Loan and Security Agreement No. 6209, between the

Registrant and Phoenix Leasing Incorporated, dated December

10, 1998.

10.11*     Agreement, between the Registrant and Audits & Surveys

Worldwide, Inc., dated March 17, 1997.

10.12*     Affinity Agreement between the Registrant and MBNA America

Bank, N.A., dated November 20, 1998.

10.13*     Digital Assistant Memorandum of Understanding, between the

Registrant and Qwest Communications Corporation, as amended

November 25, 1998.

23.1       Independent Auditors' Consent.

23.2       Consent of Counsel (See Exhibit 5.1).

24.1       Power of Attorney (See Page II-5).

27.1       Financial Data Schedule (Fiscal 1998 and three months ended

March 31, 1999).

* To be filed by amendment

Item 17. Undertakings

The Registrant hereby undertakes to provide to the Underwriters at the closing specified in the

Underwriting Agreement, certificates in such denominations and registered in such names as required

by the Underwriters to permit prompt delivery to each purchaser.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors,

officers and controlling persons of the Registrant pursuant to the Delaware General Corporation Law,

the Certificate of Incorporation or the Bylaws of the Registrant, the Underwriting Agreement, or

otherwise, the Registrant has been advised that in the opinion of the Securities and Exchange

Commission such indemnification is against public policy as expressed in the Securities Act, and is,

therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other

than the payment by the Registrant of expenses incurred or paid by a director, officer, or controlling

person of the Registrant in the successful defense of any action, suit or proceeding) is asserted by such

director, officer or controlling person in connection with the securities being registered hereunder, the



Registrant will, unless in the opinion of its counsel the matter has been settled by controlling

precedent, submit to a court of appropriate jurisdiction the question of whether such indemnification

by it is against public policy as expressed in the Securities Act and will be governed by the final

adjudication of such issue.

The Registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act, the information omitted from

the form of Prospectus filed as part of this Registration Statement in reliance upon Rule 430A and

contained in a form of Prospectus filed by the Registrant pursuant to Rule 424(b)(1) or (4) or 497(h)

under the Securities Act shall be deemed to be part of this Registration Statement as of the time it was

declared effective.

(2) For the purpose of determining any liability under the Securities Act, each post-effective

amendment that contains a form of Prospectus shall be deemed to be a new Registration Statement

relating to the securities offered therein, and the offering of such securities at that time shall be deemed

to be the initial bona fide offering thereof.

Signatures
Pursuant to the requirements of the Securities Act of 1933, as amended, the registrant has duly caused

this registration statement to be signed on its behalf by the undersigned, thereunto duly authorized, in

the City of Berkeley, State of California, on this 21st day of May, 1999.

Cybergold, Inc.
By: /s/ A. NATHANIEL GOLDHABER A. Nathaniel Goldhaber President and Chief Executive Officer

Power of Attorney
KNOW ALL PERSONS BY THESE PRESENTS, that each individual whose signature appears below

constitutes and appoints A. Nathaniel Goldhaber and John Steuart, and each of them, his true and

lawful attorneys-in-fact and agents with full power of substitution, for him and in his name, place and

stead, in any and all capacities, to sign any and all amendments (including post-effective amendments)

to this Registration Statement, and to sign any registration statement for the same offering covered by

this Registration Statement that is to be effective upon filing pursuant to Rule 462(b) promulgated

under the Securities Act of 1933, and all post-effective amendments thereto, and to file the same, with

all exhibits thereto and all documents in connection therewith, with the Securities and Exchange

Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and

authority to do and perform each and every act and thing requisite and necessary to be done in and



about the premises, as fully to all intents and purposes as he might or could do in person, hereby

ratifying and confirming all that said attorneys-in-fact and agents or any of them, or his or their

substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES ACT OF 1933, AS AMENDED, THIS

REGISTRATION STATEMENT HAS BEEN SIGNED BY THE FOLLOWING PERSONS ON BEHALF

OF THE REGISTRANT AND IN THE CAPACITIES AND ON THE DATES INDICATED:

Signature Title Date
/s/ A. NATHANIEL GOLDHABER                  President, Chief Executive      May 21, 1999

- ---------------------------------------------------     Officer (Principal Executive

A. Nathaniel Goldhaber                              Officer)

and Director

/s/ JOHN STEUART                         Chief Financial Officer       May 21, 1999

- ---------------------------------------------------       (Principal Financial and

John Steuart                              Accounting Officer)

/s/ CHRISTOPHER ALAFI Director May 21, 1999 Christopher Alafi /s/ JAY CHIAT Director May 21,

1999 Jay Chiat

Signature Title Date
/s/ GARRETT GRUENER Director May 21, 1999 Garrett Gruener /s/ REGIS MCKENNA Director

May 21, 1999 Regis McKenna /s/ ALAN SALZMAN Director May 21, 1999 Alan Salzman /s/ PETER

SEALEY Director May 21, 1999 Peter Sealey
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