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About This Prospectus

You should rely only on the information contained in this prospectus. We have not authorized anyone
to provide you with information different from that contained in this prospectus. We are offering to
sell, and seeking offers to buy, shares of common stock only in jurisdictions where offers and sales are
permitted. The information contained in this prospectus is accurate only as of the date of this

prospectus, regardless of the time of delivery of this prospectus or of any sale of our common stock.

SEE THE SECTION OF THIS PROSPECTUS ENTITLED "RISK FACTORS" FOR A DISCUSSION OF
CERTAIN FACTORS THAT YOU SHOULD CONSIDER BEFORE INVESTING IN THE COMMON
STOCK.

Unless otherwise specifically stated, all information contained in this prospectus:

- reflects the conversion of all of our preferred stock into common stock upon the closing of this

offering;



- reflects the filing of an amendment to our certificate of incorporation, upon the closing of this
offering, which authorizes five million shares of undesignated preferred stock; and - assumes no

exercise of the underwriters' over-allotment option.

References in this prospectus to "we," "our" and "us" refer to Harris Interactive Inc., together with its
subsidiaries and predecessor corporations, unless the context otherwise requires. References in this

prospectus to our fiscal year refer to the 12-month period ended June 30 of that year.

HARRIS POLL, HARRIS INTERACTIVE and the Harris logo design are registered marks of Harris
Interactive. This prospectus also includes other trademarks, trade names and service marks of Harris

Interactive and of other parties.

Until, 1999, all dealers selling shares of the common stock, whether or not participating in this
offering, may be required to deliver a prospectus. This is in addition to the obligation of dealers to
deliver a prospectus when acting as underwriters and with respect to their unsold allotments or

subscriptions.

Prospectus Summary

YOU SHOULD READ THE FOLLOWING SUMMARY TOGETHER WITH THE MORE DETAILED
INFORMATION REGARDING OUR COMPANY AND THE COMMON STOCK BEING SOLD IN
THIS OFFERING AND OUR AUDITED CONSOLIDATED FINANCIAL STATEMENTS AND THE
NOTES TO THOSE STATEMENTS APPEARING ELSEWHERE IN THIS PROSPECTUS.

Harris Interactive

Our Business

We are the leading Internet-based market research and polling firm in the world, with the largest online
panel of approximately 4.3 million unique cooperative respondents. Known for our HARRIS POLL, we
have provided our clients with high quality products and services for over 40 years. Our extensive
Internet panel and our proprietary technology infrastructure enable us to provide our clients with
timely and cost-efficient access to the opinions, experiences and attitudes of people worldwide. We
have rapidly grown our Internet panel, in large part, through our relationship with Excite@Home, a
leading Internet portal. We also conduct market research and polling services utilizing traditional
polling methodologies, which include direct mail, telephone-based surveys, mall intercepts, focus

groups and in-person interviews.

We believe we are the largest full service provider of Internet-based market research and polling

services, providing such services as:

- CUSTOM RESEARCH. Market research and polling conducted on an issue specifically identified by a

client;



- MULTI-CLIENT RESEARCH. Studies developed for and sold to a large number of clients who have a

similar interest in a particular subject area;

- SERVICE BUREAU RESEARCH. Market research and polling conducted for other market research
organizations; and - CUSTOMER RELATIONSHIP SERVICES. Outsourced customer service

operations for corporations and organizations.

We provide market research and polling products and services to a broad range of companies, non-
profit organizations and governmental agencies. Our key clients include Eastman Kodak Company,

Johnson & Johnson, United Parcel Service and Xerox Corporation.

Our Market Opportunity

Companies are operating in an increasingly complex business environment, characterized by
heightened competition, globalization of product markets, shortened product life cycles and rapidly
changing consumer preferences. This business environment has escalated the need for accurate and
timely information about the preferences, needs, purchase behavior and brand recognition of potential
and existing customers. Companies also need continuous tracking capabilities so that they can
ascertain product performance and competitive position, monitor consumer satisfaction, measure

advertising effectiveness and determine price sensitivity.

Historically, these information-gathering and tracking functions have been performed using traditional
market research methodologies. The ability of traditional market research methodologies to deliver
accurate and objective data rapidly is limited by high data acquisition costs, small sample sizes and the
extensive time required to perform the research. As a result, broad-based research projects, which
require a large number of survey participants, are prohibitively costly except for companies and
organizations with significant resources. The growth and rapid adoption of the Internet is changing the
market research and polling industry, making it possible for the first time to survey a very broad,

diverse population at low cost and at speeds that are unattainable through any other method.

We believe that Internet-based market research and polling offers significant advantages over

traditional methodologies, including cost efficiency, versatility, speed and productivity.

The Harris Advantage

We offer a broad suite of Internet-based market research and polling products and services to meet our
clients' needs for rapid, comprehensive and accurate information about the views, experiences and
attitudes of people worldwide. We possess several key competitive advantages that we believe will
enable us to maintain and expand our leading market position. Our key competitive advantages

include:



- THE LARGEST INTERNET PANEL. We have developed what we believe to be the largest Internet
panel in the world. Currently, our Internet panel consists of approximately 4.3 million unique
cooperative respondents, who are individuals that have voluntarily agreed to participate in our various
online market research and polling studies. Our large and diverse Internet panel enables us to utilize
survey sizes that range from a large representative sample of the overall population to targeted subsets
and to develop new products and services for new markets.

- PROPRIETARY TECHNOLOGY INFRASTRUCTURE. Over the past two fiscal years, we have
expended, and will continue to expend, substantial financial and management resources in the
development of our proprietary technology infrastructure, data analysis techniques and internal
systems and procedures to capitalize on the Internet opportunity within our industry. Our technology
infrastructure is scalable, which means it can accommodate the expansion of our business without

significant modifications to our existing system design.

- STRONG BRAND NAME/LONG STANDING CLIENT RELATIONSHIPS. We believe the HARRIS
POLL is one of the best known polls operating in the United States today. For over 40 years, we have
been recognized as providing trusted market research products and services to a broad range of

companies, non-profit organizations and governmental agencies.

- KEY STRATEGIC RELATIONSHIPS. We have entered into several agreements and relationships to

expand and replenish our Internet panel and to develop and promote various market research products
and services. Our key strategic relationships include those with Excite@Home, Market Facts, NBC,
Gomez Advisors and ZDNet.

Our Focused Growth Strategy

Our goal is to expand our position as the leading global Internet-based market research and polling

firm by providing high quality products and services to our clients. Key elements of our strategy are to:

- maximize the revenue-generating capacity of our Internet panel by increasing the size and scope of

our business with existing and potential clients;

- establish new strategic relationships worldwide to expand our online panel rapidly and to facilitate

new product development;
- further enhance our scalable, proprietary technology infrastructure;

- continue to build brand awareness of our Internet-based market research and polling products and
services; and - seek strategic acquisitions of, or investments in, complementary businesses, products,

services or technologies.



Corporate Information

We were incorporated in Delaware on July 1, 1997 under the name Harris Black International Ltd. and
later changed our name to Harris Interactive Inc. We own all of the capital stock of Gordon S. Black
Corporation, a New York corporation. Substantially all of our operations are currently conducted
through Gordon S. Black Corporation and its wholly owned subsidiaries, GSBC Ohio Corporation, an
Ohio corporation, and Louis Harris & Associates, Inc., a New York corporation. In 1996, we acquired
substantially all of the assets, including the name, of Louis Harris and Associates, Inc., which was
founded in 1959. Our executive offices are located at 135 Corporate Woods, Rochester, New York
14623. Our telephone number at that address is (716) 272-9020, and our Internet address is
www.harrisinteractive.com. INFORMATION ON OUR WEBSITE DOES NOT CONSTITUTE PART
OF THIS PROSPECTUS.

Forward-looking Statements

THIS PROSPECTUS CONTAINS FORWARD-LOOKING STATEMENTS BASED ON OUR
CURRENT EXPECTATIONS, ASSUMPTIONS, ESTIMATES AND PROJECTIONS ABOUT US AND
OUR INDUSTRY THAT ADDRESS, AMONG OTHER THINGS:

- THE ACCEPTANCE OF INTERNET-BASED MARKET RESEARCH AND POLLING BY EXISTING
AND POTENTIAL CLIENTS;

- Our Ability to Expand Our Internet Panel Both
Domestically and Internationally;

- OUR ABILITY TO MARKET OUR MULTI-CLIENT MARKET RESEARCH PRODUCTS AND
SERVICES AND HARRIS INTERACTIVE SERVICE BUREAU RESEARCH,;

- Our Ability to Establish Strategic Relationships;

- Our Ability to Continue to Develop and Improve Our
Technology Infrastructure;

- Significant Increases in Competitive Pressures in the Market
Research Industry; and

- COSTS OR DIFFICULTIES RELATING TO OUR TRANSITION FROM OUR TRADITIONAL
BUSINESS TO OUR INTERNET-BASED BUSINESS.



THESE FORWARD-LOOKING STATEMENTS MAY BE FOUND IN THE SECTIONS OF THIS
PROSPECTUS ENTITLED "PROSPECTUS SUMMARY," "RISK FACTORS;," "USE OF PROCEEDS"
"MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS" AND "BUSINESS;," AND IN THIS PROSPECTUS GENERALLY. WHEN USED IN
THIS PROSPECTUS, THE WORDS "EXPECTS," "ANTICIPATES," "INTENDS," "PLANS," "BELIEVES"
"SEEKS" AND "ESTIMATES" AND SIMILAR EXPRESSIONS ARE GENERALLY INTENDED TO
IDENTIFY FORWARD-LOOKING STATEMENTS. THESE FORWARD-LOOKING STATEMENTS
INVOLVE RISKS AND UNCERTAINTIES. OUR ACTUAL RESULTS COULD DIFFER MATERIALLY
FROM THOSE ANTICIPATED IN THESE FORWARD-LOOKING STATEMENTS AS A RESULT OF
MANY FACTORS, AS MORE FULLY DESCRIBED IN THE "RISK FACTORS" SECTION AND
ELSEWHERE IN THIS PROSPECTUS.

The Offering

Common stock offered by us.........c.cuc.... shares Common stock to be outstanding after the
offering......ccecveevrvivcvccrcninnnns shares Excludes 3,777,200 shares of common stock issuable upon exercise
of outstanding options, 1,250,000 additional shares of common stock that have been reserved for
issuance under our 1999 long-term incentive plan, 500,000 additional shares of common stock that
have been reserved for issuance under our 1999 employee stock purchase plan and 216,608 shares of

common stock that have been reserved for issuance upon exercise of outstanding warrants.

Use of proceeds.......cocvuiuvuviriencnnes For working capital and general corporate purposes, including
expansion of our Internet panel, development of new technologies, products and services, and possible

strategic acquisitions or investments. See "Use of Proceeds."

Proposed Nasdaq National Market symbol....... HPOL SUMMARY CONSOLIDATED FINANCIAL
INFORMATION (IN THOUSANDS, EXCEPT SHARE AND PER SHARE DATA) The following table
summarizes the audited consolidated financial information for our business. The consolidated financial
data for fiscal years ended June 30, 1995, 1996 and 1997 reflect the results of operations of our
predecessor corporation. You should read this information together with our audited consolidated
financial statements and the notes to those statements appearing elsewhere in this prospectus and the
information under "Selected Consolidated Financial Data" and "Management's Discussion and Analysis

of Financial Condition and Results of Operations."

Fiscal Year Ended June 30,

1995 1996 1997 1998
1999
CONSOLIDATED STATEMENT OF OPERATIONS DATA:
Revenues from ServViCes.....uuuveeiinnennneeennneeennns $10,865 $14,625 $23,327 $26,290
$ 28,965
CosSt Of SEIVICES. . i ittt ittt ittt et e 7,558 10,209 15,629 16,618
19,086
Gross Profat...ueee ittt 3,307 4,416 7,698 9,672

9,879



Operating expenses:
Database development €XPENSEeS.......cuovvveernnneennnn -- --

4,505

Selling, general and administrative expenses......... 2,753 3,781 6,
14,401

Total operating EXPEeNnSEesS. ...ueeeeeeeeeeennnnnnnnnnn 2,753 3,781 6,

18,906
Operating income (10SS) ... uvenne i e ennennennennnnns 554 635 1,
(9,027)
Other income (deductionsS).......iiiueeenneeennneennnnn 33 13
180
Earnings (loss) before income taxes..........oeveeuun.. 587 648 1,
(8,847)
Income tax expense (benefit)..........ccuuiiiiiinnnnnnn. 250 260
Net €arnings (10SS) .. v v enneineneeienneeennnnennnns 337 388
(8,847)
Accrued dividends on preferred stock................... -- --
(1,176)
Net earnings (loss) available to the holders of common

SEOCK . o ettt ettt e e e e e $ 337 $ 388 $
$(10,023)
Basic and diluted net earnings (loss) per share........ $ .03 $ .03 $
$ (1.01)
Basic weighted average shares outstanding.............. 12,359,319 11,635,454 11,741,
9,955,261
Diluted weighted average shares outstanding............ 12,426,929 11,954,551 12,371,
9,955,261

The following table is a summary of our consolidated balance sheet data:

- on an actual basis;

391

391

307

(89

218

490

728

728

.06

935

865

2,753

9,812

12,565

(2,893)

) (160)

(3,053)

(1,114)

(1,939)

$ (1,939)

$ (.16)

11,903,256

11,903,256

- on a pro forma basis after giving effect to the conversion of all of our outstanding preferred stock into

common stock which will occur upon the closing of this offering; and - on a pro forma as adjusted basis

to reflect the sale of shares of common stock at an assumed initial public offering price of § per share,

after deducting underwriting discounts and commissions and estimated offering expenses. See "Use of

Proceeds" and "Capitalization."

As of June 30, 1999

PRO FORMA
ACTUAL

ADJUSTED

CONSOLIDATED BALANCE SHEET DATA:

Cash and cash equivalents. ... ..ottt ittt itineeeennneneenns $ 108
WorKing Capital. .ottt it ittt ittt ettt e e e 552
I N o= 1 - 1= == o= 14,785
Mandatory redeemable preferred stoCK.........ouiiiiiiiiiniinnneiiinnnnnnnnn 15,876

Total stockholders' equity (deficit)....uuuiiiiiiiniiiiniiinnieennnnnnnnn (8,496

)

PRO FORMA
$ 108
552
14,785
7,380

AS



Risk Factors

YOU SHOULD CAREFULLY CONSIDER THE RISKS DESCRIBED BELOW BEFORE MAKING A
DECISION TO BUY OUR COMMON STOCK. THE RISKS AND UNCERTAINTIES DESCRIBED
BELOW ARE NOT THE ONLY ONES WE FACE. ADDITIONAL RISKS AND UNCERTAINTIES NOT
PRESENTLY KNOWN TO US OR THAT WE CURRENTLY BELIEVE ARE IMMATERIAL MAY
ALSO IMPAIR OUR BUSINESS OPERATIONS. IF ANY OF THE FOLLOWING RISKS ACTUALLY
OCCUR, OUR BUSINESS, FINANCIAL CONDITION AND RESULTS OF OPERATIONS WOULD
LIKELY SUFFER. IN THAT CASE, THE TRADING PRICE OF OUR COMMON STOCK COULD
DECLINE, AND YOU MAY LOSE ALL OR PART OF YOUR INVESTMENT. YOU SHOULD ALSO
REFER TO THE OTHER INFORMATION SET FORTH IN THIS PROSPECTUS, INCLUDING OUR
AUDITED CONSOLIDATED FINANCIAL STATEMENTS AND THE NOTES TO THOSE
STATEMENTS.

Risks Related to Our Business

OUR GROWTH WILL DEPEND UPON THE MARKET'S ACCEPTANCE OF INTERNET-BASED
MARKET RESEARCH AND POLLING The success of our business will depend on our ability to
develop and market products and services that achieve broad market acceptance by our current and
potential clients. These clients must accept the Internet as an attractive and sustainable substitute
medium for traditional methodologies of conducting market research to which they are accustomed,
such as direct mail, telephone-based surveys, mall intercepts, focus groups and in-person interviews.
We have expended substantial financial and management resources in the development and growth of
our Internet-based market research and polling business. If our current and potential clients do not
accept our Internet-based market research and polling methodologies, our revenues may not meet

expectations or may decline, and our business would likely suffer.

We Have a Limited Internet-related Operating History Upon
Which You May Evaluate Us

Historically, we have provided market research and polling services utilizing traditional methodologies.
In September 1997, we began developing our Internet panel and building the technology
infrastructure to provide online market research and polling services. In November 1997, we
introduced our first Internet-based market research and polling products and services. For fiscal 1999,
we recognized $2.9 million in revenues from our Internet-based market research and polling business,
which represented approximately 10% of our total revenues. Accordingly, we have a limited Internet-
related operating history from which you can evaluate our business and prospects. We face risks and
uncertainties relating to our ability to implement our business plan successfully. If we are unsuccessful
in addressing these risks and uncertainties, our business, financial condition and results of operations

would likely suffer.



WE WILL NOT BE ABLE TO EXECUTE OUR BUSINESS PLAN IF THE MARKET FOR OUR
INTERNET-BASED MARKET RESEARCH AND POLLING PRODUCTS AND SERVICES DOES
NOT DEVELOP To date, sales of our traditional market research and polling products and services, in
particular our custom research products, have accounted for a significant portion of our revenues. For
fiscal 1999, we recognized $26.1 million in revenues from our traditional market research and polling
business, which represented approximately 90% of our total revenues. However, our business plan
assumes that our Internet-based products and services will account for a significant and growing
portion of our revenues in the future. If we are unsuccessful in implementing our business plan, our

revenues would likely not meet expectations or may decline.

WE MUST CONTINUALLY ATTRACT AND RETAIN SKILLED, TECHNICAL, MANAGERIAL,
MARKETING, SALES AND OTHER PERSONNEL OR WE WILL BE UNABLE TO EXECUTE OUR
BUSINESS STRATEGY Our future success will depend, in part, on our ability to attract, retain and
motivate highly skilled technical, managerial, marketing, sales and client support personnel.
Competition for these personnel is intense, especially in the Internet industry, and we may be unable to
attract, integrate or retain sufficiently qualified personnel or the number of qualified personnel our
business plan assumes. We have from time to time in the past experienced, and we expect to continue
to experience in the future, difficulty in hiring and retaining highly skilled employees with appropriate
qualifications. To the extent that we are unable to hire and retain skilled employees, our business would

likely suffer.

WE RELY HEAVILY ON TWO CLIENTS FOR A SUBSTANTIAL AMOUNT OF OUR REVENUES. [F
WE WERE TO LOSE, OR IF THERE WERE A MATERIAL REDUCTION IN BUSINESS FROM,
EITHER ONE OF THESE CLIENTS, OUR BUSINESS WOULD LIKELY SUFFER We derive a
substantial portion of our total revenues from Xerox Corporation and Johnson & Johnson. In fiscal
1999, 15% of our total revenues was derived from Xerox Corporation and 14% of our total revenues
was derived from Johnson & Johnson. In fiscal 1998, 15% of our total revenues was derived from Xerox
Corporation and 19% of our total revenues was derived from Johnson & Johnson. In fiscal 1997, Xerox
Corporation accounted for approximately 22% of our total revenues. We do not have long-term
contracts with either one of these clients. The loss of, or material reduction in business from, either one
of these clients, without replacement, would have a material adverse effect on our business, financial

condition and results of operations.

WE HAVE INCURRED LOSSES IN RECENT YEARS AND EXPECT TO CONTINUE TO INCUR
LOSSES FOR THE FORESEEABLE FUTURE Over the past two fiscal years, we have expended
approximately $14.3 million to develop and maintain our Internet capabilities, comprising
approximately $7.3 million to develop our Internet panel and approximately $7.0 million to develop
and maintain our technology infrastructure. As a result, we incurred net losses of $8.8 million in fiscal
1999 and $1.9 million in fiscal 1998, and we have a stockholders' deficit of $8.5 million as of June 30,
1999. Given the level of our planned operating expenditures, we expect to continue to incur losses for
the foreseeable future. Furthermore, we base current and future expense levels on our operating plans

and our estimates of future revenues. If our revenues grow at a slower rate than we anticipate, or if our



spending levels exceed our expectations or cannot be adjusted to reflect slower revenue growth, we may
not be able to achieve profitability. Even if we achieve profitability in the future, we may be unable to

sustain or increase profitability on a quarterly or annual basis.

Fluctuations in Our Quarterly Operating Results May Cause
Our Stock Price to Decline

Our operating results have in the past and may in the future fluctuate significantly from quarter to
quarter. Our operating results are difficult to forecast given our limited operating history in Internet-
based market research and polling. In some future periods, our results of operations may be below the
expectations of public market analysts and investors. In this event, the price of our common stock

would likely decline.

You should not rely on quarter-to-quarter comparisons of our results of operations as an indication of
future performance. Factors that have caused our results to fluctuate in the past or that may affect us in

the future include:

- demand for our Internet-based and traditional market research and polling products and services;
- demand for market research and polling products and services generally;

- our relative mix of Internet-based and traditional market research and polling businesses;

- technical difficulties or system downtime affecting the Internet generally or the operation of our
website specifically;

- seasonal fluctuations due to decreases in requests for market research and polling services during the

summer and year-end vacation and holiday periods;

- our ability to increase the size and scope of our Internet panel that we will use to develop new

products and services to generate revenues;

- fluctuations in general economic conditions or the budgets of our clients; and - development of

competitive products and services.

Some of these factors are within our control and others are outside of our control.

Our Contract with Excite@home May Terminate

We obtain a significant number of our unique cooperative respondents through our alliance with
Excite@Home, a leading Internet portal. Our agreement with Excite@Home terminates on December
31, 1999. If we are not successful in negotiating an extension or renewal, or if this contract were
terminated by either party, we would need to develop another reliable source of unique cooperative
respondents with which to build and replenish our online panel. If we were unable to develop an

alternative source, our business, financial condition and results of operations would likely suffer.



WE DEPEND ON OUR UNIQUE COOPERATIVE RESPONDENTS FOR RESEARCH
INFORMATION AND INCREASED REVENUES Our success is highly dependent on our ability to
obtain and retain cooperative respondents and to increase the number of cooperative respondents we
have available in our Internet panel. Moreover, our cooperative respondents voluntarily participate in
our surveys, with some inducement to continue to participate through minimal promotional
campaigns. Our ability to increase the number of cooperative respondents or increase revenues from

our Internet panel may be harmed if:

- a significant number of our current cooperative respondents decide that they are no longer willing to

participate in our surveys;

- we are required to rely on a small number of cooperative respondents for numerous surveys on a
variety of subjects and, as a result, we lose our respondents due to numerous requests for participation;
or - our cooperative respondents become frustrated with the layout and design of our questionnaires

and, as a result, reduce their participation in our surveys.

If we were required to replace or retain our cooperative respondents through increased promotional
campaigns, our operating expenses would increase. Moreover, if the number of cooperative
respondents in our Internet panel decreases or the demographic composition of our Internet panel
narrows, our ability to provide our clients with accurate and statistically projectable information would
likely suffer. Our business cannot grow and will suffer if our Internet panel becomes unreliable because

of its size or because it is no longer representative of the general population.

We May Not Be Able to Compete Successfully

The markets for our products and services are highly competitive. We compete for clients with market
research firms offering Internet-based and traditional market research and polling services. We expect
to face competition in the future from other traditional market research firms who develop Internet-
related products and services or other companies with access to large databases of individuals with
whom they can communicate on the Internet. These companies may, either alone or in alliances with

other firms, penetrate the Internet-based market research and polling market.

Many of our current and potential competitors have longer operating histories and significantly greater
financial and marketing resources. These competitors may be able to undertake more extensive
marketing campaigns for their services, adopt more aggressive pricing policies and make more
attractive offers to potential employees, strategic partners and customers. Further, our competitors and
potential competitors may develop technologies that are superior to ours, or that achieve greater
market acceptance than our own. The above factors, either alone or in combination, would likely result

in a loss of market share and reduced levels of revenue and profitability.



There Are Risks Associated with Potential Acquisitions or
Investments

As part of our continued strategy to expand our Internet panel, our technology infrastructure and our
products and services, we may acquire or make investments in complementary businesses, services,
products or technologies if appropriate opportunities arise. We may be unable to identify suitable
acquisition or investment candidates at reasonable prices or on reasonable terms. Risks involved with

acquisitions are numerous, and include:

- the difficulties in the integration and assimilation of the operations, technologies, products and

personnel of the acquired business;
- the diversion of management's attention from other business concerns;

- the availability of favorable acquisition financing; and - the potential loss of key employees of any

acquired business.

Furthermore, future acquisitions may result in, among other things, the use of significant amounts of
cash, potentially dilutive issuances of equity securities, and amortizable expenses related to goodwill
and other intangible assets. These difficulties could disrupt our ongoing business, distract our

management and employees and increase our expenses.

THE LOSS OF THE SERVICES OF ONE OR MORE OF OUR KEY PERSONNEL COULD DISRUPT
OUR OPERATIONS AND RESULT IN LOSS OF REVENUES Our future success depends to a
significant extent on the continued services of our key technical and senior management personnel and
their ability to execute our business plan. The loss of the services of any of these persons, or certain
other key employees, could seriously harm our business. None of our officers or key employees is bound
by an employment agreement, and our relationships with our officers and key employees are at will. We
carry "key person" life insurance on Gordon S. Black, our Chairman and Chief Executive Officer. We do

not have "key person" life insurance policies covering any of our other employees.

WE ARE GROWING RAPIDLY AND MUST EFFECTIVELY MANAGE AND SUPPORT OUR
GROWTH FOR OUR BUSINESS STRATEGY TO SUCCEED We have grown rapidly and will need to
continue to grow in all areas of operation to execute our business strategy. Managing and sustaining
our growth will place significant demands on management as well as on our administrative,
operational, technical and financial systems and controls. If we are unable to manage our growth
effectively, we would have to divert resources away from the continued growth of our business and the

implementation of our business strategy.

WE MUST KEEP PACE WITH RAPID TECHNOLOGICAL CHANGE AND THE INTENSE
COMPETITION OF THE MARKET RESEARCH AND POLLING INDUSTRY TO SUCCEED The
market research and polling industry is characterized by intense competition, frequent new product
and service introductions and evolving methodologies. The recent growth of the Internet exacerbates
these market characteristics. To succeed, we will need to develop and integrate effectively the various

software programs, technologies and methodologies required to enhance and improve our market



research product and service offerings and manage our business. Any enhancements or new services or
products must meet the requirements of our current and potential clients and achieve significant
market acceptance. Our success also will depend on our ability to adapt to rapidly changing
technologies by improving continually the performance features and reliability of our products and
services. We may experience difficulties that could delay or prevent the successful development,
introduction or marketing of new products and services. We could also incur substantial costs if we

need to modify our services or infrastructure to adapt to these changes.

THE PERFORMANCE OF OUR INTERNET-BASED TECHNOLOGY INFRASTRUCTURE IS
CRITICAL TO OUR BUSINESS AND OUR REPUTATION Any system failure, including network,
software or hardware failure, that causes an interruption in our ability to communicate with our
Internet panel or in our ability to collect research data could result in reduced revenue, and could

impair our reputation.

Our systems and operations are vulnerable to damage or interruption from fire, earthquake, power loss,
telecommunications failure, break-ins and similar events and we depend on a third party for protection
of most of our systems from these events. We have no formal disaster recovery plan and our business
interruption insurance may not adequately compensate us for any losses that may occur due to any
failures in our system and any resulting interruptions in our communications with our Internet panel
or in our data collection efforts. In addition, our servers and software must be able to accommodate a
high volume of traffic. Any substantial increase in demands on our servers will require us to expand and
adapt our network infrastructure. If we were unable to add additional software and hardware to
accommodate increased demand, unanticipated system disruptions and slower data collection would
likely result. Moreover, our Internet panel members communicate with us using various Internet
service providers. These providers have experienced significant outages in the past, and could
experience outages, delays and other difficulties due to system failures unrelated to our systems. Any
system delays or failures of service providers to our Internet panel could adversely affect the results of
our Internet-based research data, which could have a material adverse effect on our business, financial

condition and results of operations.

YEAR 2000 PROBLEMS WITH OUR INTERNAL SYSTEMS AND THE SYSTEMS OF OUR
SUPPLIERS AND WEB INFRASTRUCTURE COULD REQUIRE SIGNIFICANT TIME AND
EXPENSE AND COULD REDUCE OUR FUTURE REVENUES We may be exposed to a loss of
revenues and our operating expenses could increase if the systems on which we are dependent to
conduct our operations are not year 2000 compliant. Our potential areas of exposure are information
technology, including computers and software which we purchase or license from third parties and
internally developed software, and non-information technology, including telephone systems and other
equipment used internally. The reasonably likely, worst case scenario for year 2000 issues would be the
existence of a significant defect in key hardware or software without an immediately available solution.
If a problem is detected in these components during our year 2000 compliance testing process, these

components will need to be revised or replaced. If our present efforts to address the year 2000



compliance issues are not successful, or if suppliers and other third parties with which we do business
do not successfully address these issues, our business would likely suffer. See "Management's Discussion

and Analysis of Financial Condition and Results of Operations--Year 2000 Compliance."

We Depend on Proprietary Rights to Develop and Protect Our
Technology

Our success and ability to compete substantially depend on our internally developed technologies and
trademarks, which we protect through a combination of patent, copyright, trade secret and trademark
laws. However, patent applications or trademark registrations may not be approved. Even if they are
approved, our patents or trademarks may 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 enter into arrangements with the third-party owners, which
might not be possible on commercially reasonable terms or at all. We have trademark registrations for a
number of our trademarks, including the HARRIS POLL. If we were prevented from using our HARRIS
POLL, our brand recognition and business would likely suffer. We would have to make substantial
financial commitments to promote and rebuild our brand identity and loyalty with our clients and
members of our Internet panel, reimplement our website and devise new hard copy materials, such as
promotional brochures and similar marketing materials. In addition, the prior owner of Louis Harris &
Associates sold the HARRIS name to a third party for use in Europe and the European portion of the
former Soviet Union. As a result, in those territories, we do not have rights to use the HARRIS name in

any form.

We generally enter into confidentiality or license agreements with parties with whom we do business,
and generally 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 technologies. The steps we have taken may
not prevent misappropriation of our technologies, particularly in foreign countries where laws or law

enforcement practices may not protect our proprietary rights as fully as in the United States.

We also rely on off-the-shelf technologies that we license from third parties. "Off-the-shelf" technology
refers to generally commercially available software that is not customized for a particular user. These
third party licenses may not continue to be available to us on commercially reasonable terms or at all.
The inability to use licensed technology important to our business could require us to obtain substitute
technology of lower quality or performance standards or at a greater cost. In the future, we may seek to
license additional technology to enhance our current technology infrastructure. We cannot be certain
that any such licenses will be available on commercially reasonable terms or at all. The loss any of these
technology licenses could result in delays in providing our products and services until equivalent

technology, if available, is identified, licensed and integrated.



Possible Intellectual Property Infringement Claims by Third
Parties Could Be Costly

We cannot guarantee that infringement or other claims will not be asserted or prosecuted against us in
the future, whether resulting from our internally-developed intellectual property or licenses or content
from third parties. Any future assertions or prosecutions could be time consuming, result in costly
litigation and diversion of technical and management personnel or require us to pay money damages,
introduce new trademarks, develop non-infringing technology, or enter into royalty or licensing
agreements. Any of those events could substantially increase our operating expenses and potentially
reduce our expected revenues. These royalty or license agreements, if required, may not be available on
acceptable terms, or at all. Our ability to execute our business strategy will suffer if a successful claim of
infringement is brought against us and we are unable to introduce new trademarks, develop non-
infringing technology or license the infringed or similar technology on a timely basis. Moreover, our
general liability insurance may not cover, or may not be adequate to cover all costs incurred in, defense

of potential trademark infringement claims, or to indemnify us for all liability that may be imposed.

We May Need to Raise Additional Capital to Achieve Our
Business Objectives

We may need to raise additional funds in the future to fund the expansion of our Internet panel and
the marketing of our products and services, or to acquire complementary businesses, technologies or
services. Any required additional financing may be unavailable on terms favorable to us, or at all. If we
raise additional funds by issuing equity securities, you may experience significant dilution of your
ownership interest and such securities may have rights senior to those of the holders of our common
stock. If additional financing is not available when required or is not available on acceptable terms, we
may be unable to fund the development and expansion of our business, promote our brand name
successfully, take advantage of business opportunities or respond to competitive pressures, any of
which could have a material adverse effect on our business, financial condition and results of
operations. We currently anticipate that our available cash resources, combined with the net proceeds
from this offering and financing available under our existing bank line of credit, will be sufficient to

meet our anticipated needs for the next 24 months.

Risks Related to Our Industry

OUR BUSINESS IS LARGELY DEPENDENT ON THE DEVELOPMENT AND GROWTH OF THE
INTERNET, WHICH MAY NOT GROW, OR IF IT DOES GROW, MAY BE UNABLE TO SUPPORT
THE DEMANDS PLACED ON IT BY THIS GROWTH If Internet usage in general does not continue
to grow, we may be unable to attract additional cooperative respondents to our Internet panel or clients
for our Internet-based market research and polling products and services. If Internet usage does

continue to grow, the Internet infrastructure may be unable to support the demands placed on it by



this growth and its performance and reliability may decline. Varying factors could inhibit future growth
or the ability of the Internet infrastructure to adequately support the growth in Internet usage,

including:

- inadequate network infrastructure;

- security concerns;

- inconsistent quality of service; and - unavailability of cost effective, high speed service.

Our Internet panel depends on Internet service providers, online service providers and other website
operators for access to the Internet and our websites. Many websites have experienced interruptions in
their service as a result of outages and other delays occurring throughout the Internet network
infrastructure. If Internet usage declines or grows at a slower rate than expected, our ability to retain
our Internet panel, add further members to our Internet panel and gather research data and

information quickly will decrease, which would likely harm our business.

CHANGES IN GOVERNMENT REGULATION COULD LIMIT OUR INTERNET ACTIVITIES OR
RESULT IN ADDITIONAL COSTS OF DOING BUSINESS ON THE INTERNET There are currently
few laws or regulations that specifically regulate communications on the Internet. However, we expect
more stringent laws and regulations to be enacted due to the increasing popularity and use of the
Internet. Any new legislation or regulations or the application of existing laws and regulations to the
Internet could limit our effectiveness in conducting Internet-based market research and polling, and
increase our operating expenses. In addition, the application of existing laws to the Internet could
expose us to substantial liability for which we might not be indemnified by content providers or other
third parties. Existing laws and regulations currently address, and new laws and regulations are likely to

address, a variety of issues, including the following:

- user privacy and expression;

- the rights and safety of children;

- intellectual property;

- information security;

- anti-competitive practices;

- the convergence of traditional channels with Internet commerce;

- taxation and pricing; and - the characteristics and quality of products and services.

Those laws that do reference the Internet have not yet been interpreted by the courts and their
applicability and scope are not defined. Any new laws or regulations relating to the Internet could

adversely affect our business.

INTERNET SECURITY CONCERNS COULD HINDER INTERNET COMMUNICATIONS AND OUR
ABILITY TO OBTAIN SUFFICIENT AND RELIABLE RESPONSES FROM OUR COOPERATIVE

RESPONDENTS The need to transmit confidential information securely over the Internet has been a



significant barrier to communications over the Internet. Internet security concerns could cause some
cooperative respondents to reduce their participation levels or to terminate their membership in our
Internet panel. We could also face concerns with the accuracy and reliability of our data collected over
the Internet. This could harm our creditability with our current clients. If our clients become
dissatisfied, they may stop using our products and services. In addition, dissatisfied and lost clients
could damage our reputation. A loss of cooperative respondents or a loss of clients would hurt our

efforts to generate increased revenues.

We May Be Liable for the Use or Sale of the Personal
Information of Our Internet Panel

If third parties were able to penetrate our network security or otherwise misappropriate our
cooperative respondents' personal information, we could be subject to liability claims. This could
include claims for misuse of personal information, such as for unauthorized marketing purposes. These
claims could result in costly litigation. We may be required to expend significant financial and
management resources to protect against the threat of breaches or to alleviate problems caused by such
breaches, which could have a material adverse effect on our business, financial condition and results of
operations. In addition, the Federal Trade Commission and state agencies have been investigating
various Internet companies regarding their use of personal information. We could incur additional
expenses if new regulations regarding the use of personal information are introduced or if our privacy
practices are investigated.

Risks Associated with Conducting Business on a Global Level

Key components of our strategy are extension of our Internet-based market research and polling
products and services to clients globally, expansion of our Internet panel to include global cooperative
respondents and expansion of our strategic alliances globally. The following risks are inherent in doing

business on a global level:

- export controls relating to encryption technology;

- more restrictive privacy laws;

- unexpected changes in regulatory requirements;

- lower penetration of Internet use globally;

- currency exchange fluctuations;

- problems in collecting accounts receivable and longer collection periods;

- potentially adverse tax consequences; and - political instability and Internet access restrictions.

We have little or no control over these risks, and we do not have extensive experience in global

operations or in dealing with these risks.



We May Be Subject to Liability for Publishing or Distributing
Content Quver the Internet

We may be subject to claims relating to content that is published on or downloaded from our websites.
We also could be subject to liability for content that is accessible from our website through links to
other websites. Although we carry general liability insurance, our insurance may not cover potential
claims of this type, such as defamation or trademark infringement, or may not be adequate to cover all
costs incurred in defense of potential claims or to indemnify us for all liability that may be imposed. In
addition, any claims of this type, with or without merit, would result in the diversion of our financial

resources and management personnel.

Risks Related to This Offering

The Price of Our Common Stock Is Likely to Be Volatile and
Subyect to Wide Fluctuations

The market prices of the securities of Internet-related companies have been especially volatile and
these securities may be overvalued. The market price of our common stock is likely to be subject to
wide fluctuations. If our revenues do not grow or grow more slowly than we anticipate, or if operating
or capital expenditures exceed our expectations and cannot be adjusted accordingly, or if some other
event adversely affects us, the market price of our common stock would decline. In addition, if the
market for Internet-related stocks or the stock market in general experiences a loss in investor
confidence or otherwise falls, the market price of our common stock could fall for reasons unrelated to
our business, financial condition and results of operations. Investors might be unable to resell their
shares of our common stock at or above the offering price. In the past, companies that have
experienced volatility in the market price of their stock have been the subject of securities class action
litigation. If we were to become the subject of securities class action litigation, it could result in

substantial costs and a diversion of management's attention and resources.

SHARES ELIGIBLE FOR PUBLIC SALE AFTER THIS OFFERING COULD ADVERSELY AFFECT
OUR STOCK PRICE The market price of our common stock could decline as a result of sales of a large
number of shares in the market after this offering, or the perception that such sales could occur. This
may make it more difficult for us to raise funds through future offerings of our common stock. See
"Shares Eligible for Future Sale."

YOU WILL INCUR IMMEDIATE AND SUBSTANTIAL DILUTION IN THE PRO FORMA AS
ADJUSTED NET TANGIBLE BOOK VALUE OF THE STOCK YOU PURCHASE The estimated initial
public offering price is substantially higher than the pro forma as adjusted net tangible book value of $

per share that our outstanding common stock will have immediately after this offering. Accordingly, if



you purchase shares of our common stock, you will incur immediate and substantial dilution of § per
share. If the holders of outstanding options or warrants exercise those options or warrants, you will

suffer further dilution.

We Have Discretion as to the Use of Proceeds from This
Offering

Our management will have broad discretion with respect to the expenditure of the net proceeds of this
offering. You will be relying on the judgment of our management regarding the application of these net

proceeds. See "Use of Proceeds."

Provisions in Our Charter Documents Might Delay or Prevent
an Acquisition of Us

Our restated certificate of incorporation provides for the division of our board of directors into three
classes and provides our board of directors with the power to issue shares of preferred stock without
stockholder approval. This preferred stock could have voting rights, including voting rights that could
be superior to that of our common stock, and the board of directors has the power to determine these
voting rights. In addition, Section 203 of the Delaware General Corporation Law contains provisions
which impose restrictions on stockholder action to acquire our company. The effect of these provisions
of our amended and restated certificate of incorporation and Delaware law provisions could discourage

third parties from seeking to obtain control of our company.

Our Existing Stockholders Have Significant Control of Our
Management and Affairs

We anticipate that our executive officers, our directors, members of their families and entities affiliated
with them together will beneficially own approximately % of our outstanding common stock following
the completion of this offering, or approximately % of our outstanding common stock in the event that
the underwriters' over-allotment option is exercised in full. As a result, these stockholders will be able
to exercise substantial influence over all matters requiring approval by our stockholders, including 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 of our company.

Use of Proceeds

Our net proceeds from the sale of shares of common stock in this
offering at the assumed initial public offering price of $ per share,
after deducting underwriting discounts and commissions and estimated offering
expenses, will be approximately $ million. If the underwriters'



over-allotment option is exercised in full, we estimate that net proceeds will
be $ million.

We intend to use the net proceeds of this offering for working capital and general corporate purposes,
including expansion of our Internet panel and development of new technologies, products and
services. We believe opportunities may exist to expand our current business through acquisitions or
investments in complementary businesses, technologies, services or products, and we may utilize a
portion of the net proceeds for these purposes. We are not currently a party to any contracts or letters
of intent with respect to any acquisitions or investments. As of the date of this prospectus, we cannot
identify specific uses of the net proceeds. Accordingly, our management will have significant flexibility
in applying the net proceeds of this offering. Pending their uses, we intend to invest the net proceeds of
this offering in interest-bearing bank accounts or in short-term, interest-bearing, investment-grade

securities.

Dividend Policy

We have never declared or paid any cash dividends on our common stock or other securities. We
presently intend to retain all of our future earnings, if any, for use in the operation and expansion of
our business and do not expect to pay any cash dividends in the foreseeable future. Future decisions
regarding cash dividends on our common stock will be made by our board of directors. These decisions
will depend on our results of operations, financial position, capital requirements, general business
conditions and restrictions imposed by any financing arrangements. Our revolving credit agreement
currently prohibits the payment of dividends, and we anticipate that any future credit agreement

would prohibit or restrict the payment of dividends.

Capitalization
The following table sets forth our capitalization as of June 30, 1999. Our capitalization is presented:
- on an actual basis;

- on an unaudited pro forma basis to reflect the conversion of all of our outstanding shares of preferred
stock into common stock, which will occur upon the closing of this offering; and - on an unaudited pro
forma as adjusted basis to reflect the sale of the shares of common stock at the assumed initial public
offering price of $ per share in this offering after deducting underwriting discounts and commissions

and estimated offering expenses to be paid by us. See "Use of Proceeds."

You should read this information together with the sections of this prospectus entitled "Selected
Consolidated Financial Data" and "Management's Discussion and Analysis of Financial Condition and
Results of Operations” and the audited consolidated financial statements and the notes to those
statements appearing elsewhere in this prospectus.
AS OF JUNE 30, 1999
PRO FORMA

PRO FORMA
ACTUAL ~ —mmmmmmommee AS



ADJUSTED
___________ (IN THOUSANDS) ---

Mandatory redeemable preferred stock, par value $.01 per share, 147,000 shares authorized; 147,000
shares issued and outstanding, actual; no shares issued and outstanding pro forma and pro forma as
adjusted..... $ 15,876 $ -- § Stockholders' equity (deficit):

Preferred stock, par value $.01 per share, 5,000,000 shares authorized, no shares issued and
outstanding, actual, pro forma and pro forma as adjusted........c.ceeeveeruririrencrccrnrrnnecac. -- -- Common stock,
par value $.01 per share, 28,000,000 shares authorized, actual and pro forma; par value $.001 per
share, 100,000,000 shares authorized, pro forma as adjusted; 10,870,692 shares issued and
outstanding, actual; 22,661,016 shares issued and outstanding pro forma; and shares issued and
outstanding pro forma as adjusted.......c.ccuivivineeininniniineeinininieenenes 109 227 Additional paid-in
CAPItALceeeeeeeeccceeeereeeeeeae 4,813 19,395 Unamortized deferred
COMPENSALION.c.eueuruenerererrereeeneseressaeecs (650) (650) Accumulated defiCItuueiniinireieieeeeeeeeeeereeeeeeseeeseenaeas
(12,768) (11,592) Total stockholders' (deficit) eqUItY.....cccocrerrrrurueccererinnee (8,496) 7,380 Total
CAPItAliZALION. cuveeeeeeeeereaeeeiseeeeiseseeaseaeeaes $ 7,380 § 7,380 $ In addition to the shares of common stock
to be outstanding after the offering, as of June 30, 1999, we may issue additional shares of common

stock under the following plans and arrangements:

- 3,777,200 shares underlying stock options issued and outstanding at a weighted average exercise
price of $0.48 per share; and - 260,960 shares issuable upon exercise of warrants outstanding at an

exercise price of $1.50 per share.

Dilution

Our pro forma net tangible book value at June 30, 1999 was approximately § million, or approximately
$ per share of common stock. Pro forma net tangible book value per share represents total tangible
assets, less total liabilities, divided by the pro forma number of shares of common stock outstanding

after giving effect to the conversion of all of our outstanding preferred stock into common stock.

Dilution to net tangible book value per share represents the difference between the amount per share
paid by purchasers of shares of our common stock in this offering and the net tangible book value per
share of common stock immediately after the completion of this offering. After giving effect to the sale
of the shares of common stock offered by this prospectus and after deducting underwriting discounts
and commissions and estimated offering expenses to be paid by us, our pro forma as adjusted net
tangible book value as adjusted at June 30, 1999 would have been approximately § million, or $ per pro
forma as adjusted share of common stock. This represents an immediate increase in net tangible book
value of § per share to our existing stockholders and an immediate dilution in net tangible book value
of § per share to new investors of common stock in this offering. The following table illustrates this per
share dilution:

Assumed initial public offering price per share............cciiiiinn... $ --

Pro forma net tangible book value per share as of June 30, 1999.......... $
Increase per share attributable to this offering......................... --



Pro forma net tangible book value per share after this offering..........
Dilution per share to NeWw ZINVESTOIS. ...ttt ittt iinee ittt innneneennnn $

If the underwriters' over-allotment option is exercised in full, our pro
forma net tangible book value at June 30, 1999 would have been approximately

$ per share, representing an immediate increase in 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 sets forth, on a pro forma basis as of June 30, 1999, after giving effect to:

- the conversion of all of our outstanding preferred stock into common stock; and - the sale of common

stock to investors in this offering;

the number of shares of common stock purchased from us, the total price paid, and the average price
per share paid by the existing stockholders and new public investors, before deducting underwriting
discounts and commissions and estimated offering expenses to be paid by us, at the assumed initial

public offering price of § per share:

TOTAL
CONSIDERATION
SHARES PURCHASED

AVERAGE
——————————— PRICE

NUMBER PERCENT AMOUNT
PERCENT PER SHARE
Existing stockholders....uuvetiniiiinini it ienneeennneennnn % $
% %
NeW INVESTOTS .t vttt ittt ettt ettt tiaeeeneneenaenns
LKoo 1 AP 100% $
% %

The above discussion assumes no exercise of outstanding options or warrants. You will experience

additional dilution in the event these options or warrants are exercised.

Selected Consolidated Financial Data (In Thousands, Except
Share and Per Share Data)

The following selected audited consolidated financial data should be read in conjunction with
"Management's Discussion and Analysis of Financial Condition and Results of Operations" and the
audited consolidated financial statements and the notes to those statements and other financial
information appearing elsewhere in this prospectus. The selected consolidated statement of operations
data for each of the years ended June 30, 1997, 1998 and 1999 and the selected consolidated balance
sheet data as of June 30, 1998 and 1999 are derived from our audited consolidated financial
statements and the notes to those statements appearing elsewhere in this prospectus. The consolidated
statement of operations data for the years ended June 30, 1995 and 1996 and the consolidated balance

sheet data as of June 30, 1995, 1996 and 1997 are derived from our audited financial statements not



included in this prospectus. The consolidated financial data for the years ended June 30, 1995, 1996
and 1997 reflect the results of operations and balance sheet data of our predecessor corporation. The

historical results presented below are not necessarily indicative of future results.

Year Ended June 30,

1995 1996 1997
1998 1999
CONSOLIDATED STATEMENT OF OPERATIONS DATA:
Revenues from SerVicCes.......uiiiininnnnnennennnnnnnnn $10,865 $14,625 $23,327
$26,290 $ 28,965
CoSt Of SEIVICES. .t iiii ittt ittt et 7,558 10,209 15,629
16,618 19,086
Gross Profat...ueeeeiiiii it 3,307 4,416 7,698
9,672 9,879
Operating expenses:
Database development expenses..........eeeeeuunn.. -- -- --
2,753 4,505
Selling, general and administrative expenses...... 2,753 3,781 6,391
9,812 14,401
Total operating EXPENSES. .. vvv i i v i e ennnnnnnnnnn. 2,753 3,781 6,391
12,565 18,906
Operating income (L10SS) ..ueuiueeenneeeennneennnnennnnn 554 635 1,307
(2,893) (9,027)
Other income (deductions).......uvveeeenenenennnnnnnnn 33 13 (89)
(160) 180
Earnings (loss) before income taxes............ccouuu.. 587 648 1,218
(3,053) (8,847)
Income tax expense (benefit)............. ..., 250 260 490
(1,114) --
Net €arnings (1oSS) .. vt nnitienneeeenneennnnnennns 337 388 728
(1,939) (8,847)
Accrued dividends on preferred stock.................. -- -- --
-- (1,176)
Net earnings (loss) available to holders of common
LY oo Yo /< $ 337 $ 388 $ 728
$(1,939)  $(10,023)
Basic and diluted net earnings (loss) per share....... $ .03 $ .03 $ .06 $
(.16) $ (1.01)

Basic weighted average shares outstanding............. 12,359,319 11,635,454 11,741,935
11,903,256 9,955,261
Diluted weighted average shares outstanding........... 12,426,929 11,954,551 12,371,865
11,903,256 9,955,261

As of June 30,

1995 1996 1997 1998
1999
CONSOLIDATED BALANCE SHEET DATA:
Cash and cash equivalents.......c.iiuiiiiininnneeennneeennnnnnn $ 1,474 $ 1,073 $ 349 $
4 $ 108
WOTKAING CaAPItAl. vttt ettt it ittt et et te et e e enaenenns 487 (246) (31)
(2,196) 552
B o} o 1 - T = o= 3,504 6,628 9,721
9,798 14,785
Long-term debt, excluding current installment.................. - 1,100 700
400 --
Mandatory redeemable preferred stock............ ... ... - -- --



-- 15,876
Total stockholders' equity (deficit).......ccvvuiuiiinninennnnnnn. $ 1,325 $ 1,663 $ 2,392 %
947 $ (8,496)

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

THE FOLLOWING DISCUSSION OF OUR FINANCIAL CONDITION AND RESULTS OF
OPERATIONS SHOULD BE READ TOGETHER WITH THE AUDITED CONSOLIDATED
FINANCIAL STATEMENTS AND THE NOTES TO THOSE STATEMENTS APPEARING

ELSEWHERE IN THIS PROSPECTUS.

Overview

We provide market research and polling products and services to a broad range of companies, non-
profit organizations and governmental agencies. Since 1959, we have provided these services utilizing
traditional market research and polling methodologies, such as direct mail, telephone-based surveys,
mall intercepts, focus groups and in-person interviews. In September 1997, we began developing our
Internet panel and building the technology infrastructure to provide online market research and
polling services. In November 1997, we introduced our first Internet-based market research and polling

products and services.

Through fiscal 1998, all of our revenues were derived from custom research projects using traditional
market research and polling methodologies. In fiscal 1999, revenues from those sources represented
90% of our total revenues, while revenues from Internet-based products represented 10% of total
revenues. We consider all of the revenues from a project to be Internet-based whenever 50% or more of
the surveys used in the completed project were completed by respondents over the Internet. We
anticipate that, as our online business grows, revenues derived from Internet-based custom research
and multi-client products and Harris Interactive Service Bureau research will represent the dominant

portion of our total revenues.

We generally perform traditional and Internet-based custom research services on a fixed fee basis in
response to client-generated requests. We sell our multi-client research products on a periodic
subscription basis, typically quarterly or annual. Harris Interactive Service Bureau performs research
for other market research firms on a project-by-project basis in response to requests from those firms.
We provide customer relationship services on an outsourced basis to our clients on a project-by-project

basis.

Revenues under fixed fee arrangements are recognized on a percentage of completion method based on
the ratio of costs incurred to total estimated costs. These revenues include amounts billed to our clients
to cover subcontractor costs and other direct expenses. Provision for estimated contract losses, if any, is
made in the period such losses are determined. Subscription revenues will be recognized upon delivery

of the research product.



Gross margin represents revenues less variable project costs and associated direct labor. Variable
project costs related to market research and polling services utilizing traditional methodologies include
interviewer payroll, subcontractor charges, respondent incentives, telecommunication charges and
mailing costs. In contrast, variable costs related to Internet-based market research and polling
methodologies are nominal. Direct labor costs consist primarily of survey design costs and are
comparable for both traditional and Internet-based methodologies. We anticipate that our gross
margins will increase as the percentage of revenues we generate from Internet-based products and

services increases.

Operating expenses consist primarily of database development costs and selling, general and
administrative expenses. Database development expenses are the expenses we incur in connection with
the ongoing development of our Internet panel, primarily through our strategic alliance with
Excite@Home. Those costs are expensed as incurred. Selling expenses consist primarily of marketing
personnel and program expenses, public relations advertising and promotion costs, commissions and
telemarketing costs and other marketing expenses. General and administrative expenses consist of
salaries, payroll taxes, benefits and related costs for both technology infrastructure development and

general corporate functions, occupancy costs and depreciation.

Other income (deductions) consists exclusively of net interest income or net interest expense in each

fiscal year.

We had net losses of $8.8 million in fiscal 1999 and $1.9 million in fiscal 1998 and net earnings of
$728,000 in fiscal 1997. The net losses incurred in fiscal 1999 and 1998 reflect our substantial
expenditures for the development of our technology infrastructure and Internet database necessary for
our transition from traditional to Internet-based market research and polling methodologies. As of
June 30, 1999, we had a stockholders' deficit of $8.5 million. We expect to continue to incur losses for

the foreseeable future.

Results of Operations

The following table sets forth consolidated statement of operations data for the periods indicated as a

percentage of revenues:

Year Ended June 30,

1997 1998 1999
Revenues from SerViCeS. ... .viiiiiiiiniii ittt eeetennnnnnnnnnns 100.0% 100.0% 100.0%
CoSt Of SBIVICES. .ttt ittt it et ittt aeeeaaeens 67.0 63.2 65.9
GroSs Profat. ettt ittt e 33.0 36.8 34.1
Database development EXPENSES. .. .vuuine et nneeeennnneeennnnnnn 0.0 10.5 15.6
Selling, general and administrative expenses................... 27.4 37.3 49.7
Operating income (LoSS) . v e un ittt tneeeeneeeeeneeeeeneeennnnnnn 5.6 (11.0) (31.2)
Interest income (expense), Net.....uuuiiiiiinnnennneennnnan (0.4) (0.6) 0.6

Net €arnings (1OSS) et i iin ittt it ittt eentaneneennennns 3.1% (7.4)% (30.5)%



Fiscal Years Ended June 30, 1999 and 1998

REVENUES FROM SERVICES. Total revenues increased 10.2% to $29.0 million in fiscal 1999 from
$26.3 million in fiscal 1998. The increase in total revenues was due to the initial market penetration of
our Internet-based market research products which contributed $2.9 million, or 10% of total revenues,
in fiscal 1999. Revenues from our market research and polling products and services utilizing
traditional methodologies were relatively unchanged as we focused our marketing efforts on our

Internet-based market research products and services.

GROSS MARGIN. Gross margin decreased to 34.1% in fiscal 1999 from 36.8% in fiscal 1998 due
primarily to a change in project mix and the substantial direct expenses incurred in connection with
the development of multi-client products, from which only nominal revenues were recognized in fiscal
1999.

DATABASE DEVELOPMENT EXPENSES. Database development expenses increased 63.6% to $4.5
million in fiscal 1999 from $2.8 million in fiscal 1998. The increase in fiscal 1999 reflects database
development expenses incurred over a full fiscal year and an increased rate of name acquisition for our

Internet panel.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. Selling, general and administrative
expenses increased 46.8% to $14.4 milion in fiscal 1999 from $9.8 million in fiscal 1998. As a
percentage of total revenues, selling, general and administrative expenses increased to 49.7% in fiscal
1999 from 37.3% in fiscal 1998. These increases were primarily due to higher costs associated with the

development of new products, services and technologies for the Internet.

NET INTEREST INCOME (EXPENSE). We had net interest income of $180,000 in fiscal 1999 and net
interest expense of $160,000 in fiscal 1998. We had net interest income in fiscal 1999 as a result of
paying down our long-term debt and the short-term investment of the proceeds of redeemable
preferred stock issued in July 1998 to finance our database development expenses. We had net interest
expense in fiscal 1998 primarily due to higher levels of indebtedness incurred principally to finance

database development expenses.

INCOME TAXES. We incurred net losses in both fiscal 1999 and fiscal 1998. As a result of our net
losses, we had no income tax expense in either year. In fiscal 1998, we recognized a tax benefit due in
large part to the availability of federal net operating loss carrybacks. No such carryback was available in
fiscal 1999 and therefore we did not recognize an income tax benefit in that year. As of June 30, 1999,
we had approximately $9.1 million and $11.1 million of federal and state net operating loss
carryforwards, respectively, available to offset future taxable income. These carryforwards expire at

various times through 2019.



Fiscal Years Ended June 30, 1998 and 1997

REVENUES FROM SERVICES. Total revenues increased 12.7% to $26.3 million in fiscal 1998 from
$23.3 million in fiscal 1997. In both years, all of our revenues were earned from custom research
services utilizing traditional polling methodologies. The increase in total revenues in fiscal 1998 was

due to growth in our business from new and existing clients.

GROSS MARGIN. Gross margin increased to 36.8% in fiscal 1998 from 33.0% in fiscal 1997 due

primarily to a change in project mix.

DATABASE DEVELOPMENT EXPENSES. Database development expenses in fiscal 1998 were $2.8
million. Since we commenced the development of our Internet panel in the first quarter of fiscal 1998,

we incurred no database development expenses in fiscal 1997.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. Selling, general and administrative
expenses increased 53.5% to $9.8 milion in fiscal 1998 from $6.4 million in fiscal 1997. As a
percentage of total revenues, selling, general and administrative expenses increased to 37.3% in fiscal
1998 from 27.4% in fiscal 1997. The increases were primarily due to higher costs associated with the
development of new products, services and technologies for the Internet.

NET INTEREST INCOME (EXPENSE). Net interest expense increased to $161,000 in fiscal 1998
from $89,000 in fiscal 1997. The increase in interest expense was due to higher levels of indebtedness

incurred principally to finance database development expenses.

INCOME TAXES. We incurred a net loss in fiscal 1998. As a result of our net loss, we recognized a tax
benefit due in large part to the availability of federal net operating loss carrybacks. In fiscal 1997, we
had net earnings of $728,000, and we recognized federal income tax expense of $390,000 and state

income tax expense of $100,000.

Quarterly Results of Operations

The following table presents unaudited consolidated quarterly statement of operations data for each of
our eight most recent quarters ended June 30, 1999. In management's opinion, this information has
been prepared on the same basis as the audited consolidated financial statements and includes all
adjustments, consisting only of normal recurring adjustments necessary for the fair presentation of the
unaudited information for the periods presented. This information should be read in conjunction with
our audited consolidated financial statements and the notes to those statements appearing elsewhere in
this prospectus. The results of operations for any quarter are not necessarily indicative of results that

may be expected for any future periods.

Three Months Ended

SEPTEMBER 30, DECEMBER 31, MARCH 31, JUNE 30, SEPTEMBER 30,
DECEMBER 31, MARCH 31,



1998 1999

(Unaudited, in Thousands)

Revenues from services...
$ 6,935 $ 6,462
Cost of services.........
4,637 4,291
Gross profit.............
2,298 2,171
Operating expenses:
Database development

EXPENSES. v v v v rnnnnnnn
1,751 1,233
Selling, general and
administrative
EXPENSES. v v v v rennnnnn
3,163 3,520
Operating (loss)
income........ ..t
(2,616) (2,582)
Other (deductions)
income............ . ...,
96 31

Earnings (loss) before
income taxes...........
(2,520) (2,551)
Income tax (benefit)
EXPENSE. vt evieeennnnn
Net (loss) earnings......
(2,520) (2,551)
Accrued dividends on
preferred stock........
(294) (294)
Net (loss) earnings
available to common

$ (2,814) $ (2,845)
SELECTED RESPONDENT DATA:
Number of cooperative
respondents at end of
quarter................
1,418 3,021

June 30, 1999

Revenues from services...
Cost of services.........
Gross profit.............
Operating expenses:
Database development
EXPENSES. ot v vueenennnn.
Selling, general and
administrative
EXPENSES. t v v v rennnnnn
Operating (loss)
income........ ..ot
Other (deductions)

1997

5,517

3,814

1,703

2,063

(360)

(29)

(389)

(142)

(247)

(247)

960

1997

$ 6,410

4,046

2,364

2,571

(207)

(30)

(237)

(87)

(150)

$ (150)

254

1998

7,320

4,241

3,079

2,450

629

(49)

580

212

368

368

461

$

1998

7,043
4,517

2,526

2,753

2,728

(2,955)

(52)

(3,007)

(1,097)

(1,910)

(1,910)

606

$

1998

6,530
4,133

2,397

561

2,832

(996)

23

(973)

(973)

(294)

(1,267)

1,035



income........ ... ... 30
Earnings (loss) before

income taxes........... (2,803)
Income tax (benefit)

EXPENSE. vttt nnnnnnn --
Net (loss) earnings...... (2,803)
Accrued dividends on

preferred stock........ (294)

Net (loss) earnings
available to common
StoCK. .o v v i i $ (3,097)
SELECTED RESPONDENT DATA:
Number of cooperative
respondents at end of
quarter................ 3,552

Our revenues and operating results fluctuate on a quarter-to-quarter basis and may fluctuate
significantly in the future as a result of a variety of factors, many of which are outside our control. For
more detailed information regarding these factors, see "Risk Factors--Fluctuations in our quarterly

operating results may cause our stock price to decline."

Liquidity and Capital Resources

We have financed our operations primarily through earnings from operations, bank financings and,
more recently, private placements of our common and preferred stock. As of June 30, 1999, our
sources of liquidity consisted of approximately $100,000 of cash and cash equivalents, and a $1.5

million line of credit with a commercial bank.

In July 1999, we increased the total amount available under our line of credit from $1.5 million to $5.0
million to provide additional funds for continued development of our Internet panel and to meet
working capital requirements. The interest rate on borrowings up to $2.0 million is prime rate plus
1.0%, and on borrowings in excess of $2.0 million the interest rate is 10.0% to 12.0%, depending on the
period of time that the borrowings remain outstanding. As of June 30, 1999, the prime rate was .75%.
This line of credit is collateralized by all of our assets and is repayable on demand. Outstanding
borrowings under our line of credit were $291,000 as of June 30, 1999 and $2.2 million as of June 30,
1998.

Net cash used in operating activities was $8.2 million in fiscal 1999 and $1.0 million in fiscal 1998. Net
cash used in operating activities in each of these periods was primarily the result of net operating

losses.

Net cash used in investing activities was $4.3 million in fiscal 1999 and $1.0 million in fiscal 1998. Net
cash used in investing activities in each period was primarily related to capital expenditures associated

with our Internet infrastructure development and facilities expansion.

Net cash provided by financing activities was $12.6 million in fiscal 1999 and $1.7 million in fiscal
1998. In fiscal 1999, our financing activities consisted primarily of a private placement of preferred
stock with net proceeds of $14.1 million in the first quarter, and the issuance of common stock to a

long-term participant in our Harris Interactive Service Bureau with net proceeds of $4.1 million in the



fourth quarter. These net proceeds were partially offset by the repurchase of $3.0 million of common
stock from two of our executive officers and several other stockholders, the repayment of $1.9 million
on our line of credit and principal repayments of $700,000 on our long-term debt. In fiscal 1998, our
financing activities consisted primarily of a $1.6 million increase in short-term borrowings and the
issuance of common stock upon exercise of stock options in the amount of $500,000. These proceeds
were partially offset by $400,000 in principal repayments on our long-term debt.

As of June 30, 1999, we had no material commitments for capital expenditures. However, we anticipate
continuing increases in our capital expenditures and working capital requirements consistent with our
anticipated growth in operations, Internet infrastructure and personnel. We currently believe that our
available cash and cash equivalents and our line of credit, combined with the net proceeds from this
offering, will be sufficient to meet our anticipated needs for at least the next 24 months. Our capital
requirements depend on numerous factors, including market acceptance of our products and services,
the resources we allocate to the continuing development of our Internet infrastructure and Internet

panel, marketing and selling of our services, our promotional activities and other factors.

We may need to raise additional funds in future periods through public or private financings or other

arrangements:

- to fund further development of our database and our technology infrastructure;
- to fund facilities expansion;

- to develop new or enhance existing services and products;

- to respond to competitive pressures; and - to acquire or invest in complementary businesses, services

or products.

Any additional financing, if needed, might not be available on favorable terms or at all. Failure to raise
capital when needed could harm our business, financial condition and results of operations. If
additional funds are raised through the issuance of equity securities, further dilution could result. In

addition, any securities issued might have rights, preferences or privileges senior to our common stock.

Recent Accounting Pronouncements

In March 1998, the American Institute of Certified Public Accountants issued Statement of Position
98-1 "Accounting for the Cost of Computer Software Developed or Obtained for Internal Use." SOP 98-
1 is effective for financial statements for years beginning after December 15, 1998. SOP 98-1 provides
guidance over accounting for computer software development or obtained for internal use including
the requirement to capitalize specified costs and amortization of such costs. We expect to adopt the
provisions in fiscal 2000, but have not yet determined whether that adoption will have a material
effect.



Disclosures About Market Risk

Our exposure to market risk is limited to interest rate sensitivity, which is affected by changes in the
general level of United States interest rates. We intend to invest the net proceeds of this offering,
pending their use, in interest-bearing bank accounts or in short-term, interest-bearing, investment-
grade securities. Because our investments will be short-term, we believe that we are not subject to any

material market risk exposure.

We do not have any foreign currency hedging or other derivative financial instruments as of June 30,
1999.

Year 2000 Compliance

We may be exposed to a loss of revenue and our operating expenses could increase if the systems on
which we depend to conduct our operations are not year 2000 compliant. Our potential areas of
exposure are information technology, including computers and software that we purchase or license
from third parties and internally-developed software, and non-information technology, including
telephone systems and other equipment used internally. In addition, any system delays or failures of
Internet service providers to us, our online panel or our clients could interrupt our business operations.
The reasonably likely, worst case scenario for year 2000 issues would be the existence of a significant
defect in key hardware or software without an immediately available solution. If a problem is detected
in these components during our year 2000 compliance testing process, these components will need to
be revised or replaced.

All areas that are vital to our operations have been tested and validated or certified for year 2000

compliance. All of our critical systems currently meet one of the following criteria:
- they have been tested and found to be year 2000 compliant;

- they have been built or developed internally on platforms certified by the manufacturer as being year

2000 compliant;

- they are purchased integrated hardware and software systems certified by the manufacturer as being
year 2000 compliant; or - they will be taken out of service prior to December 31, 1999 and replaced

with systems meeting one of the above criteria.

To date, we have not incurred any material costs in connection with identifying and evaluating year
2000 compliance issues. Most of our expenses have been related to the operating costs associated with
time spent by our employees in the evaluation process and year 2000 compliance matters generally.
These costs are not separately tracked. We expect similar expenses to continue and we also intend to
engage an independent third party to evaluate our year 2000 compliance prior to the closing of this

offering.



In the event that the production and operational facilities that support our website are not year 2000
compliant, portions of our website may become inaccessible. A prolonged disruption in our operations
could cause our business clients to stop doing business with us or our unique cooperative respondents
from communicating with us. Our review of our systems has shown that there is no single application
that would make our website totally unavailable, and we believe that we can quickly address any

difficulties that may arise.

If our present efforts to address the year 2000 compliance issues are not successful, or if distributors,
suppliers, service providers or other third parties with whom we conduct business do not successfully

address such issues, our business could be significantly disrupted.

Business

Overview

We are the leading Internet-based market research and polling firm in the world, with what we believe
to be the largest online panel of approximately 4.3 million unique cooperative respondents. Known for
our HARRIS POLL, we have provided our clients with high quality products and services for over 40
years. We believe we are the largest full-service provider of Internet-based market research and polling
services, providing such services as custom research, multi-client research, service bureau research and
customer relationship services. Our extensive Internet panel and proprietary technology infrastructure
enable us to provide our clients with timely and cost-efficient access to the opinions, experiences and
attitudes of people worldwide. We have rapidly grown our Internet panel, in large part through our
relationship with Excite@Home, a leading Internet portal. We also conduct market research and
polling services utilizing traditional polling methodologies, which include direct mail, telephone-based

surveys, mall intercepts, focus groups and in-person interviews.

Historically, we have provided our market research services exclusively through traditional
methodologies. We believe, however, that the Internet is changing our industry. Accordingly, we have
made, and will continue to make, significant expenditures in the development of our technology
platform, our online panel and management and staff to lead the transformation of the market

research and polling industry to an Internet-based platform.
Our Market Opportunity

General Overview

Companies are operating in an increasingly complex business environment, characterized by
heightened competition, globalization of product markets, shortened product life cycles and rapidly

changing consumer preferences. This business environment has escalated the need for accurate and



timely information about the preferences, needs, purchase behavior and brand recognition of existing
and potential clients. Companies also need continuous tracking capabilities so that they can ascertain
product performance and competitive position, monitor consumer satisfaction, measure advertising
effectiveness and determine price sensitivity. According to the European Society of Opinion and

Marketing Research, $13.4 billion was spent for market research and polling services worldwide in
1998.

Historically, information-gathering and tracking functions in market research have been performed
using traditional market research methodologies. The ability of traditional market research
methodologies to deliver accurate and objective data rapidly is limited by high data acquisition costs,
small sample sizes and the extensive time required to perform the research. As a result, broad-based
research projects, which require a large number of survey participants, are prohibitively costly except
for companies and organizations with significant resources. The growth and rapid adoption of the
Internet is changing the market research and polling industry, making it possible for the first time to
survey a very broad, diverse population at low cost and at speeds that are unattainable through any

other method.

The Internet and Its Impact on the Market Research and
Polling Industry

The Internet has emerged as a mass communications and commerce medium enabling millions of
people worldwide to gather and share information and conduct business electronically. International
Data Corporation estimates that the number of Internet users worldwide will grow from 142 million at
the end of 1998 to more than 500 million by the year 2003, and in the United States from 63 million at
the end of 1998 to 177 million by the year 2003.

The use of the Internet as a market research and polling tool is still in its infancy. Companies began the
first testing efforts in 1995, at a time when less than 10 million persons in the United States had access
to the Internet and the population on the Internet was not representative of the general population. As
Internet usage has increased, the demographic composition of those using the Internet has shifted to
better reflect the characteristics of the overall population, making it a viable medium in which to

conduct market research.

We believe that Internet-based market research and polling offers significant advantages over

traditional methodologies. These include:

- COST-EFFICIENCY--Internet-based market research and polling offers significant cost benefits when
compared to traditional market research methodologies. Under traditional methodologies, the sample
size of a survey is limited due to the high data collection costs per response. However, utilizing
Internet-based market research methods, larger and more robust sample sizes can be used for

effectively the same cost, or the same sample size can be used to reduce the overall cost of a study.



- VERSATILITY--Internet-based market research combines the interactivity of telephone sampling
with the visual capabilities of mail surveys. Pictures, graphics, advertising copy and other visual
materials can be viewed over the Internet, a feature not available with telephone sampling. With
Internet-based methodology, questions and their sequence in surveys can be modified as panelists
respond. Mail panel surveys, in contrast, are limited to the order and content in the printed text of the

survey.

- SPEED--Responses from online panelists are generally received within several days, while mail
panelists' responses are generally received over several weeks. Further, when compared to a telephone

survey, the speed advantage of the Internet model becomes greater as sample sizes increase.

- PRODUCTIVITY--The Internet is user-friendly to cooperative respondents because surveys can be
completed at the convenience of the participant and can be conducted 24 hours per day, seven days per
week. In addition, because respondents can read questions faster than they can listen, more questions
can be asked to panelists in the same amount of time on the Internet than with traditional telephone

survey methods.

The Harris Advantage

We offer a broad suite of Internet-based market research and polling products and services to meet our
clients' needs for rapid, comprehensive and accurate information about the opinions, experiences and
attitudes of people worldwide. We possess several key competitive advantages that we believe will
enable us to maintain and expand our leading market position. Our key competitive advantages

include:

THE LARGEST INTERNET PANEL. We have developed what we believe to be the largest Internet
panel in the world. Currently, our Internet panel consists of approximately 4.3 million unique
cooperative respondents, who are individuals that have voluntarily agreed to participate in our various

online research studies. Our large and diverse Internet panel enables us to:

- conduct a broad range of customer specific or multi-client research studies across a wide set of

industries;

- utilize survey sizes that range from a large representative sample of the overall population to targeted

subsets;

- market new products and services through co-branded alliances that we historically could not
develop; and - market our online panel to other research firms through the Harris Interactive Service
Bureau, enabling us to penetrate new markets in which we do not have relationships or specific

expertise.

PROPRIETARY TECHNOLOGY INFRASTRUCTURE. A significant amount of computer software and
hardware is required to conduct Internet-based market research and polling. Over the past two fiscal

years, we have expended, and will continue to expend, substantial financial and management resources



in the development of our scalable, proprietary technology infrastructure, data analysis techniques,

and internal systems and procedures to capitalize on the Internet opportunity within our industry.
Key elements of our technology infrastructure include:

- A high speed customized e-mail system, which enables us to rapidly format, target and deliver over

290,000 e-mails per hour, inviting panelists in our database to participate in our online surveys.

- A sophisticated survey engine, which can be programmed to conduct up to 144,000 interactive, five-

minute surveys per hour in any language supported by Microsoft Word.

- An advanced survey dispatcher system, which monitors, controls and allocates all respondent contact
and survey results across our servers. In addition, our proprietary dispatcher system gathers real-time

statistics on survey starts, suspensions and completions to ensure high quality data collection.

- Customizable multi-language registration and polling system, which allows new and existing panel
members to add, delete or update registration information online. In addition, this system, for which a
patent application has been filed, recognizes each panelist's language preferences and delivers the

survey in that language.

- CONCEPTLOC, a patent pending web content protection system, which allows users to access
proprietary and confidential product images and sound and video files on the computer screen, but

precludes retention of the content in a useable electronic form.

We are developing flexible, automated reporting tools which will allow online access to survey
information at any time and speed the process of data delivery to clients. We have designed our
technology infrastructure to be scalable, which means that it can accommodate the expansion of our

business without significant modifications to our existing system design.

STRONG BRAND NAME/LONG STANDING CLIENT RELATIONSHIPS. We believe the HARRIS
POLL is one of the best known polls operating in the United States today. For over 40 years, we have
been recognized as providing trusted market research products and services to a broad range of
companies, non-profit organizations and governmental agencies. We use a variety of marketing
strategies to heighten awareness of and enhance brand recognition for the HARRIS POLL, HARRIS
INTERACTIVE and our Internet-based products and services.

KEY STRATEGIC RELATIONSHIPS. We have entered into several agreements and relationships to
expand and replenish our Internet panel and to develop and promote our various market research

products and services.

- EXCITE@HOME. Our relationship with Match Logic, Inc., a subsidiary of Excite@Home, began in
1997 and has generated substantially all of the 4.3 million names in our Internet panel. Our agreement
with Excite@Home expires on December 31, 1999, and we are currently negotiating a three-year
extension. We have also entered into discussions related to a series of additional agreements providing

for research services and co-branded Internet-based polls.



- MARKET FACTS. In April 1999, Market Facts, one of the largest market research firms in the United
States, became our first long-term Harris Interactive Service Bureau client and agreed to use us
exclusively for all of their Internet-based data collection. In addition to this agreement, Market Facts

purchased $4.1 million of our common stock.

- NBC. Since March 1999, we have been conducting program evaluation studies for NBC which has
resulted in more than 100,000 viewers becoming unique cooperative respondents in our Internet

panel.

- GOMEZ ADVISORS. Our relationship with Gomez Advisors, a research and analysis firm, provides us
with the opportunity to co-develop and co-own multi-client research studies. Our first study tracks
quarterly changes in the online securities trading industry. We market this product on a subscription

basis to financial institutions and brokerage houses.

- ZDNET. In September 1999, we began conducting a co-branded quick "unscientific" poll that is
posted on the ZDNetwork web page. A respondent to the poll is linked directly to our website where he
or she has the opportunity to join our Internet panel. We have the right to use a portion of the
ZDNetwork web page for our own advertising. ZDNet is Ziff-Davis's website for information

technology specialists.

- TALMEY-DRAKE RESEARCH. We have entered into an agreement with Talmey-Drake, a research
organization focused on the ski industry, to co-develop and co-own a multi-client research study of the

spending habits, preferences and product satisfaction of individuals who ski and snowboard.

- TELEPHIA, INC. We have entered into an agreement with Telephia, a research organization focused
on the wireless communication industry, to co-develop and co-own a wireless communication study

which tracks wireless communication usage by market.

- AMERICAN COUNCIL ON EXERCISE. We have collaborated with the American Council on
Exercise, a non-profit organization that promotes physical fitness, in a co-branded survey on treadmill
ownership satisfaction. We have created two Harris ACE Awards, which are presented annually to

manufacturers of various types of exercise equipment, based on our customer satisfaction studies.

Our Focused Growth Strategy

Our goal is to expand our position as the leading global Internet-based market research and polling

firm by providing high quality products and services to our clients. Key elements of our strategy are to:

MAXIMIZE THE REVENUE-GENERATING CAPACITY OF OUR INTERNET PANEL. We intend to

generate multiple revenue sources from our proprietary Internet panel by:

- INCREASING THE SIZE AND SCOPE OF OUR CUSTOM RESEARCH BUSINESS. We believe that
the Internet is a viable global communications medium for conducting rapid, accurate and cost-
efficient market research. We intend to aggressively market all of the benefits of Internet-based market

research to new and existing clients to generate additional custom research business.



- ACCELERATING THE DEVELOPMENT OF MULTI-CLIENT RESEARCH STUDIES. Our multi-
client products are developed and marketed on a subscription basis to a large number of interested
clients, providing them with general studies of particular market segments or industries. These studies
include products that could not previously be conducted on a cost-effective basis or studies for markets
and industries that did not exist prior to the Internet. We intend to invest significantly in multi-client

products due to the high margins and recurring revenue streams associated with these products.

- PENETRATING NEW MARKETS NOT PREVIOUSLY REACHED. Harris Interactive Service Bureau
provides other market research firms with access to our Internet panel and our sophisticated
technology. We believe the Harris Internet Service Bureau enables us to derive revenues from markets
or industries that we would not otherwise penetrate because we do not have client relationships or

specific expertise.

- ACTIVELY MARKETING SPECIALIZED RESEARCH STUDIES. We offer our clients the means to
conduct specialized studies on highly targeted demographic groups or subsets of the overall
population, such as individuals who are chronically ill. The availability of such groups within our

Internet panel dramatically reduces the cost of recruiting individuals for such studies.

ESTABLISH NEW STRATEGIC RELATIONSHIPS WORLDWIDE. We are actively seeking new
strategic relationships with leading organizations to rapidly expand our Internet panel worldwide and
facilitate new product development. Examples of new strategic relationships that we are actively

pursuing include:

- INTERNATIONAL RESEARCH DATA ALLIANCE. We are establishing an international research
alliance designed to build a worldwide Internet panel. This alliance will comprise several international
market research firms, each of which will agree to contribute a certain number of unique cooperative
respondents who are willing to participate in online market research and polling. These respondents'
names will be licensed to the other members in the alliance on a project-by-project basis. We will be
exclusively responsible for the database and monitoring its usage by members. Currently, we are in
discussions with several international market research firms that we have identified as possible initial

members in this alliance.

- ALLIANCES WITH LEADING GLOBAL NEWS ORGANIZATIONS. In addition to the program
evaluation studies we currently provide for NBC, we are negotiating with several leading news
organizations worldwide to provide other online television programming evaluations. In exchange for
conducting these evaluations, we will have access to the names of those respondents to invite them to

participate in our Internet panel.

FURTHER ENHANCE OUR SCALABLE, PROPRIETARY TECHNOLOGY INFRASTRUCTURE. We
have expended, and will continue to expend, substantial financial and management resources in the
development and improvement of our scalable, proprietary technology infrastructure. Our efforts are
focused on enhancing the speed, sophistication, flexibility, functionality and security of our technology.
Our ongoing technology enhancements will allow us to better serve our clients and better retain

participants in our Internet panel, which will increase our competitive position in the marketplace.



CONTINUE TO BUILD BRAND AWARENESS OF OUR INTERNET-BASED MARKET RESEARCH
AND POLLING PRODUCTS AND SERVICES. We intend to promote actively and aggressively the
awareness of the HARRIS POLL and HARRIS INTERACTIVE as the leading full-service provider of
high quality Internet-based market research and polling products and services. We intend to utilize a
combination of innovative and cost-effective marketing programs designed to continue to build our

brand name recognition.

SEEK STRATEGIC ACQUISITIONS OR INVESTMENTS. The market research industry is highly

fragmented, providing opportunities to expand our business through acquisitions or investments with:

- complementary businesses that own or have access to products and services that we do not offer or

that have strategic client relationships which we do not possess;

- complementary proprietary technologies that would enhance our existing technology infrastructure;
and - companies in countries where we are expanding our Internet panel development and Internet-

based market research and polling capabilities.

Our Relationship with Excite@home

Our agreement with Excite@Home is a key factor in the growth of our Internet panel. Under our
agreement, Excite@Home offers individuals who visit its web site the opportunity to participate in a
HARRIS POLL online survey. Under this agreement, we have the exclusive right to use the names of
those who voluntarily participate in a survey for purposes of conducting other research and surveys.
Excite@Home has the exclusive right to use those same names for promotional and commercial
marketing uses. This agreement provides us with a rapid and cost-efficient means of building and
replenishing our Internet panel. Since its inception in 1997, substantially all of our 4.3 million names
of unique cooperative respondents came from Excite@Home. Our agreement expires on December 31,
1999, and we are currently negotiating a three-year extension subject to termination by either party
upon 90 days notice. We have also entered into discussions related to a series of additional agreements

providing for research services and co-branded Internet-based polls.

Our Products and Services

We are a full-service provider of market research and polling services, utilizing both Internet-based

and traditional survey methodologies. Our business model comprises four main sources of revenues:
- custom research;

- multi-client research;

- service bureau research; and - customer relationship services.

Our custom research products and services and our customer relationship services are provided using
both traditional and Internet-based methodologies, while our remaining products have been recently

developed exclusively using the Internet-based model. For fiscal 1999, 90% of our total revenues were



derived from custom research utilizing traditional research methods, and 10% of our total revenues
were derived from our Internet-based products and services. We are transitioning our custom research
and polling products and services to Internet-based research. We plan to dedicate a significant amount
of our financial and management resources to develop and market additional products and services

which utilize our Internet-based methodologies.
The following table summarizes our products and services.

PRODUCT NAME DESCRIPTION METHODOLOGY

Custom Research Market research and polling conducted on an issue Traditional and
Internet-
specifically identified by a client based

Multi-Client Research Studies developed for and sold to a large number of Internet-based clients who

have a similar interest in a particular subject area

Harris Interactive Service Market research and polling conducted for other market Internet-based

Bureau research organizations

Customer Relationship Outsourced customer service operations for Traditional and
Internet-

Services corporations and organizations based

Custom Research

For more than 40 years, we have provided custom business and consumer research to a broad range of
companies, non-profit organizations and governmental agencies. In custom research, we have particular

expertise in the following markets:

- office equipment and technology;

- pharmaceuticals;

- healthcare;

- education and public policy; and - transportation.

We conduct custom research using a variety of traditional methodologies, including direct mail,
telephone-based surveys, mall intercepts, focus groups and in-person interviews. We use these methods
to produce a variety of surveys and polls, including customer satisfaction surveys, market share studies,

new product introduction studies and brand recognition studies.

Although we rely upon the same methodologies as our competitors with respect to traditional market
research and polling services, we believe that we have developed several unique competitive strengths
in custom research. First, our proprietary sample design techniques and our questionnaire
development process result in the collection of complete and accurate information responsive to the
specific inquiries of our clients. We have also developed in-depth data collection techniques that
enhance the integrity and reliability of our sample database. Moreover, we take affirmative steps to

assure that our responses are derived from the appropriate decision makers in each particular survey so



as to assure the accuracy of our results. As a result, we are able to deliver samplings that represent the
desired demographics of our clients based on our significant expertise in assembling appropriate

samples and in developing effective survey content.

Revenues derived from custom research services in fiscal 1999 were $28.3 million representing 97.7%

of our total revenues.

Multi-client Research

Multi-client research products are studies that are conducted and sold on a subscription basis to a large
number of individuals or companies that have an interest in a particular market segment or research
application. Our multi-client products are developed on an independent or co-branded basis. Our
independent multi-client products are developed and marketed by us. Co-branding involves the
development and marketing of a study with another party having a unique experience base in a
particular subject or market. These other parties are able to conduct research and collect useful data in
their area of expertise that they could not do without our Internet panel and technology infrastructure.
By combining their expertise and our Internet-based market research capabilities, we are able to

develop and market a product that benefits both parties.
Our current multi-client products include:

- ECOMMERCEPULSE, a quarterly survey of more than 100,000 online shoppers assessing the
performance of approximately 200 widely visited e-commerce websites. This service tracks such issues
as online brand awareness, market presence, customer purchases, customer satisfaction, customer
loyalty and future buying intention. ECOMMERCEPULSE also provides analysts and online

merchants with unique, detailed insights into trends which are emerging in the e-commerce industry.

- INTERMEDIAPULSE, a new monthly consumer tracking survey that captures the media usage and

consumer purchase behaviors of more than 100,000 adults each year.

- ELECTION 2000, an Internet-based polling of the year 2000 elections, including the presidential

election, 33 senate elections, 13 gubernatorial elections and a number of congressional elections.

- HEALTHCARE ONLINE, a combination of research products that draw on a subset of approximately
280,000 households in our Internet panel, in which someone has been diagnosed with a chronic
medical condition. We conduct a wide range of health-related research, including large-scale
population health surveys, surveys of health care providers, surveys of traditional difficult-to-reach

populations, as well as clinical trial recruitment and post-market surveillance.

- SKIER/SNOWBOARDER, a survey of individuals who have skied in the past two years. This study is
co-branded with Talmey-Drake.

- GOMEZ ONLINE TRADING STUDY, a study that tracks quarterly changes in the online securities
trading industry. This study is co-branded with Gomez Advisors.



- QUICKQUERY, a convenient, cost-effective method for asking questions and getting accurate

responses from more than 2,000 respondents in a two-day period.

- HARRIS ACE AWARDS, an annual award, based on a survey of individual satisfaction with exercise
equipment. This award is a collaboration with the American Council on Exercise and is presented to
manufacturers of various types of exercise equipment. We believe that we can expand this model to

other industries.

- TELEPHIA WIRELESS COMMUNICATION STUDY, a study that tracks consumer use of wireless

communication usage by geographic market. This study is co-branded with Telephia.

- QUICKSCREENER, a cost-efficient way to conduct high-quality single concept screening, offering

results from up to 300 respondents per concept, within a week.

- QUICKINSIGHTS, a cost-effective research tool designed for gaining consumer insights from small,

targeted populations.

Revenues derived from multi-client research products in fiscal 1999 were $0.1 million, representing

0.5% of our total revenues.

Harris Interactive Service Bureau

Our Harris Interactive Service Bureau conducts Internet-based market research for other market
research firms and other organizations that either do not have the necessary resources to develop an
Internet-based market research service or that have otherwise chosen not to develop such a capability
themselves. Harris Interactive Service Bureau provides us with a new revenue-generating source
utilizing our data collection capabilities, our proprietary Internet panel and our scalable technology
infrastructure. It enables us to penetrate markets or industries in which we do not have relationships or
specific expertise. We believe that Harris Interactive Service Bureau reduces the likelihood that those
market research firms and other organizations, which are our clients, will invest significant financial

and management resources in developing their own Internet-based market research capabilities.

Harris Interactive Service Bureau clients can access our data collection facilities on a long-term,
continuous basis or on a project-by-project basis. We currently have a long-term agreement with
Market Facts, Inc., a major research firm that focuses on mail panel research. Our agreement with
Market Facts extends through April 2004, and is automatically renewed for one year terms subject to
termination on one year's notice. Market Facts has agreed to pay us fees to access and use our Internet
panel and technologies. In addition, it has agreed to use us exclusively for all of its Internet-based data
collection rather than developing similar research capabilities during the term of the agreement.
ACNielsen, one of the leading market research firms in the United States, uses our data collection

facilities on a project-by-project basis.

Revenues derived from Harris Interactive Service Bureau in fiscal 1999 were $0.4 million, representing

1.2% of our total revenues.



Customer Relationship Services

By combining our traditional telephone research capabilities, our experience in customer contact
services, and our sophisticated technology infrastructure, we provide high quality customer
relationship services to clients. Our services include maintaining customer contact on behalf of our
clients for the collection of customer-specific data and provision of "help desk" services. We have an
agreement to use LivePerson, an interactive communications software program, that allows us to
provide assistance to the customers of our clients using both the telephone and the Internet. The
LivePerson software enables us to transition the utilization of our telephone interviewing facilities and

personnel to Internet-based customer relationship services.

Revenues derived from customer relationship services in fiscal 1999 were $0.2 million, representing

0.6% of our total revenues.

Our Clients

For over 40 years, we have provided high quality market research products and services to a broad
range of companies, non-profit organizations and governmental agencies. A selected list of our clients
includes the following, each of which accounted for more than $100,000 of revenues in fiscal 1999.

MANUFACTURING SERVICES
The Dow Chemical Company ACNielsen Corporation

Eastman Kodak Company Danka Business Systems, PLC General Motors Corporation Metropolitan

Life Insurance Company Moog Inc. Roadway Express, Inc.
Xerox Corporation United Parcel Service of America, Inc.

TECHNOLOGY EDUCATION/NON-PROFIT
Ameritech Corporation American Medical Association

Compaq Computer Corporation Educational Testing Service Excite@Home Harvard School of Public
Health International Business Machines Corporation The University of Michigan Packard Bell NEC,
Inc. The University of Texas

HEALTHCARE /PHARMACEUTICALS OTHER
Blue Cross and Blue Shield of New Jersey CCH Incorporated

Girl Scouts of the United States of Bristol-Myers Squibb Company America Cordis Webster, Inc.
National Collegiate Athletic Association Johnson & Johnson Nationwide Insurance Enterprise Merck &

Co., Inc. Ryder System, Inc.

We derive a substantial portion of our total revenues from Xerox Corporation and Johnson & Johnson.
In fiscal 1999, 15% of our total revenues was derived from Xerox Corporation and 14% of our total
revenues was derived from Johnson & Johnson. In fiscal 1998, 15% of our total revenues was derived
from Xerox Corporation and 19% of our total revenues was derived from Johnson & Johnson. In fiscal

1997, Xerox Corporation accounted for approximately 22% of our total revenues.



Our Technology Infrastructure

We have expended, and will continue to expend, significant financial and management resources to
develop and improve our scalable proprietary technology infrastructure capable of offering our clients

high quality Internet-based market research and polling products and services.
Key components of our technology infrastructure are:

- HIGH SPEED CUSTOMIZED E-MAIL. We send e-mail messages customized for each panel member
targeted as a survey respondent for a project. These e-mail messages can be formatted rapidly and
customized to the individual's e-mail for receipt in rich text or plain format. Our current capacity is

over 290,000 e-mails per hour.

- SOPHISTICATED SURVEY ENGINE. Our survey engine constructs the page necessary to ask the
respondent a single question or small group of questions. After the respondents submit their answers,
the answers are immediately checked for respondent errors and processed into the database. The
survey engine then produces the next appropriate question, a process which continues until the survey
is complete. The survey engine provides the same interactive function as a telephone interview, with all
of the visual, sound, and animation properties of the Internet. Our survey engine can perform complex
experimental designs, randomization, rotation of questions and response sets, successive disclosure,
and reduction and expansion of response sets based on previous answers. Our current capacity is
144,000 five-minute completed surveys per hour.

- INTELLIGENT SURVEY DISPATCH SYSTEM. Our survey dispatcher system allows a single survey
project to be conducted over several independently operating survey engines. It also allows a single
survey engine to process respondents to several different surveys at the same time. Our dispatcher
system observes the load on the survey engines and distributes incoming respondents appropriately. It
checks that valid passwords have been entered and it senses systems outages and routes around them.
It also allows survey respondents to suspend a survey, return to the point of suspension at a later time,
and resume where they suspended. Finally, it gathers real time statistics on survey starts, suspensions

and completions, and displays those statistics through a web interface.

- FLEXIBLE, POWERFUL REPORTING TOOLS. We are deploying an online reporting system that
will enable us to process data from the raw completed survey, through various stages, to a data
repository. Using a secure web interface, clients will be able to access the data, view standard tables and

perform their own analysis with the ability to view data on multiple levels of detail.

- CUSTOMIZABLE MULTI-LANGUAGE AND MULTI-COUNTRY REGISTRATION AND POLLING
SYSTEM. Our proprietary technology infrastructure allows panel members to update their own
registration information online, as well as add new respondents to their household, or remove
themselves from the database. It recognizes and stores the member's country and language of choice, so
that information and prompts are provided in their own language. It allows registration questions to be
customized by mode of solicitation. It provides an incentive to register for the panel by providing the

panel member with the results of the survey to date.



- CONTENT PROTECTION SYSTEM. Our CONCEPTLOC encryption system allows our clients'
proprietary information to be presented to survey respondents in such a way that they are able to view
it on their computer screens for the purpose of survey participation, but cannot retain the content in a
usable electronic form after viewing. While on the screen, the CONCEPTLOC viewer disables all of the
computer's ability to capture the image, the "Save As" function, the "Print Screen" key, and any screen
saver program interrupts. The decryption is done in real time. The clear text image is available only on

the screen and is never saved to the computer's memory.

In fiscal 1997, 1998 and 1999, we expended $137,000, $165,000 and $518,000, respectively, for

research and development of technologies for data collection and communication.

Our System

Our system consists of more than 40 servers supporting a variety of functions, operating on a 24-hour,

seven days a week basis and conforming to our stringent performance requirements.

The majority of our servers run the Microsoft NT operating system. Our web servers run Microsoft
Internet Information Server software, with custom written ISAPI filters and Active Server Pages
applications. Our application software is a combination of off-the-shelf programs and custom-designed
programs created by our in-house engineers and outside consultants. Our database system is Microsoft
SQL Server.

We maintain most of our servers at the Verio Collocation Facility in Rochester, New York, while some
servers are maintained at our corporate headquarters location in Rochester, New York. A high-speed
private line connects the two locations. Our operations are dependent on Verio's ability to protect its
systems against damage from fire, earthquakes, power loss, telecommunications failure, break-ins and
other similar events. We maintain our own uninterruptible power supply and heating, ventilation and

air conditioning systems that are independent of the Verio facilities.

Our data are backed up to magnetic tape on a daily basis. Except for servers used for interactive
communication with our Internet panel and the general public, access to our servers is restricted to
authorized users in reliance on secure communication channels. Strong physical security is in place at
both server locations. We monitor computer security bulletins both from the manufacturers, as well as
government and public advocacy organizations. Operating systems are continuously upgraded with

security program revisions as they become available.

Our Sales and Marketing Programs

We have designed and implemented a broad range of sales and marketing programs, intended to:

- enhance the brand recognition of the HARRIS POLL and build brand name recognition for HARRIS
INTERACTIVE;

- add new clients who purchase our products and services;



- expand our Internet panel; and - develop additional ways to increase our revenues.

Our marketing activities include both offline advertising and online promotion, including print

publications and direct mail, and promotion on online portals, including Excite@Home.

- OFFLINE ADVERTISING. We use offline advertising for continuous promotion of our brand name
and our associated products and services. As we transition our business to the Internet, we engage in
promotional activities with our offline clients about our Internet products and services. Our most
significant offline promotional activity is our continuous release of HARRIS POLL results to the public.
These results are reported by various newswire services, such as UNITED PRESS INTERNATIONAL,
the ASSOCIATED PRESS and GANNETT NEWS SERVICE. Our offline advertising and promotional
efforts also include print advertising in MARKETING NEWS, QUIRKS MAGAZINE, INDUSTRY
STANDARD, ADVERTISING AGE, other publications and client brochures.

- ONLINE PROMOTION. We have entered into relationships with Excite@Home and ZDNet, which
allow us to place the HARRIS POLL icon on these online portals or websites. The HARRIS POLL icon

provides a direct link to our website.

We recently developed a formal sales management structure, and in July 1999 hired a Vice President of
Sales. We intend to create a separate sales force dedicated to marketing our multi-client products and

our Harris Interactive Service Bureau services.

Our Competition

The traditional market research and polling industry is highly competitive. The Internet-based market
research and polling industry is new and rapidly evolving. We expect competition to intensify as
existing market research firms recognize the significance of the Internet to their business and as other

companies already engaged in Internet-based services recognize the potential market.

In our traditional market research and polling business, we compete on the basis of our proprietary
sample designs techniques, our questionnaire development, our in-depth data collection and our ability
to deliver samplings that represent the desired demographics of our clients. We believe that the

primary competitive factors in the Internet-based market research and polling industry are:
- a large and diverse proprietary Internet panel, with geographic scope and demographic depth;

- a scalable proprietary Internet technology platform to provide a variety of services and operational

support;
- quality, depth and breadth of products and services offered,;
- brand recognition and strong reputation; and - cost.

In the delivery of both our traditional and Internet-based market research products and services, we
compete with numerous market research firms, as well as corporations and individuals that perform
market research studies on an isolated basis, many of whom have market shares larger than our own.

We will likely also face competition in the future from other traditional market research firms who



move into Internet-based technologies or other companies with access to large databases of individuals
with whom they can communicate on the Internet. These companies may, either alone or in alliances

with other firms, attempt to penetrate this market.

Many of our current and potential competitors have longer operating histories, significantly greater
financial and marketing resources. These competitors may be able to undertake more extensive
marketing campaigns for their services, adopt more aggressive pricing policies and make more
attractive offers to potential employees, partners, and potential customers. Further, our competitors
and potential competitors may develop technologies that are superior to ours, or that achieve greater

market acceptance than our own.

Our Intellectual Property and Other Proprietary Rights

Our success is dependent upon proprietary software technology, research methods, data analysis
techniques, and internal systems and procedures that we have developed to address client and
Internet-based market research needs. Our intellectual property is essential to our success and we rely
on a combination of patent, copyright, trademark and trade secret laws and confidentiality and license
agreements with our employees, clients, independent contractors and other third parties to further
protect our proprietary rights, software and procedures. We currently have two patents pending. One
pending patent covers a multi-location and multi-language registration and polling system being
placed on a variety of websites. Our other pending patent covers our CONCEPTLOC encryption
system. Effective trademark, service mark, copyright and trade secret protection may not be available

in every country in which our services are made available.

Under the terms of our acquisition of Louis Harris & Associates, we purchased the HARRIS name,
including the HARRIS POLL, for use in the United States. The prior owner of Louis Harris &
Associates sold the HARRIS name for use in Europe and the European portions of the former Soviet
Union. Accordingly, we intend to adopt and promote a new trademark for use in those territories under

which we will offer and sell our Internet-based market research and polling products and services.

We have licensed in the past, and expect to license in the future, certain of our proprietary rights, such
as trademarks or copyrighted material, to third parties. While we attempt to ensure that the quality of
our brand is maintained by these licensees, licensees may take actions that might harm the value of our
proprietary rights or reputation. The steps taken by us to protect our proprietary rights may not be
adequate and third parties may infringe or misappropriate our copyrights, trademarks and similar
proprietary rights. In addition, other parties may assert claims of infringement of intellectual property

or other proprietary rights against us.

In addition, there can be no assurance that third parties will not independently develop functionally
equivalent or superior systems, software or procedures. We believe that our systems, software and

procedures and other proprietary rights do not infringe on the proprietary rights of third parties.



There can be no assurance, however, that third parties will not assert infringement claims against us in
the future or that any such claim will not require us to enter into materially adverse license agreements

or result in protracted and costly litigation, regardless of the merits of such claims.

Employees

As of September 15, 1999, we employed a total of 728 persons on a full-time basis. We also employed
150 part-time individuals. None of our employees is represented by a collective bargaining agreement.
We have not experienced any work stoppages. We consider our relationship with our employees to be

good.

Factlities
The following table describes our facilities:

APPROXIMATE LOCATION SQUARE FOOTAGE USE TERM OF LEASE
Rochester, New York 50,000

Principal corporate Expires June 30, 2003 with one 5-

year
(Corporate Woods)

offices

renewal option

Rochester, New York 29,600 Telephone interviewing and 13,780 square foot lease expires
July 1,
(Carlson Road) customer relationship 2008 with one 3-year renewal
option; 10,600
services center square foot lease and 5,220 square
foot
lease both expire June 30, 2001
and each has
one 2-year and 4-month renewal
option and
one 4-year renewal option
New York, New York 21,000 Health and public policy Expires December 31, 2004 with two
b-year
management, project and renewal options
data processing staff
Vestal, New York 5,000 Telephone interviewing and Expires December 31, 2001 with one
5-year
customer relationship renewal option
services center
Boardman, Ohio 5,500 Telephone interviewing and 4,300 square foot lease is a

month-to- month

expires March

option

customer relationship

services center

lease; 1200 square foot lease

31, 2000 with one 6-month renewal

San Francisco, 3,000 Corporate office Month-to-month lease California We lease all of our facilities

and believe our current facilities are adequate to meet our needs for the foreseeable future. We believe

additional or alternative facilities can be leased to meet our future needs on commercially reasonable

terms.



Legal Proceedings

We may from time to time become a party to various legal proceedings in the ordinary course of
business. These claims, even if without merit, could cause us to expend significant financial and

managerial resources which could adversely affect our business operations.

Management

Executive Officers, Key Employees and Directors

The following table sets forth certain information regarding our executive officers, key employees and

directors as of August 31, 1999:

NAME AGE POSITION(S)

EXECUTIVE OFFICERS

Gordon S. Black(a)......cvviiiuinnnnn.. 57 Chairman of the Board and Chief Executive Officer
David H. Clemm(a)....vvvviinnnnnnnnnnn. 54 President, Chief Operating Officer and Director
Leonard R. Bayer.......oouuuueeeeennnns 49 Executive Vice President, Chief Technology Officer
and Director

Elizabeth K. Abbas.......... ... 52 Executive Vice President, International Division
Arthur E. Coles.....viiiinininennnnn 56 Executive Vice President, Marketing and Business
Development

Kathy C. Lee.....uuiiiiiiiiiinnnnnnnnns 44 Executive Vice President, Sales

Bruce A. Newman..........oiiiiinnnnnnn. 45 Chief Financial Officer, Secretary and Treasurer

KEY EMPLOYEES

Rick S. Geiger........ccvviiiiinnnnnnnnn 42 President, Data Collection Services Division
Stephen J. Hodownes.................... 40 President, Harris Consulting Division

Robert C. Kallstrand................... 56 President, Business and Consumer Research Division
Robert L. Leitman...............ccu.... 52 President, Healthcare and Public Policy Research
Division

Gregory T. NovakK.......viiiieunnnnn. 37 President, Internet Division

DIRECTORS

Thomas D. Berman(b)(c)................. 41  Director

G. Thomas Clark(b)(c).....cvviueiinn... 61 Director

James R. Riedman(b)(c).............o... 40  Director

(a) Non-voting, ex-officio member of the Compensation Committee (b) Member of the Audit

Committee (c) Member of the Compensation Committee

Executive Officers

GORDON S. BLACK has served as our Chairman of the Board and Chief Executive Officer since he
founded Gordon S. Black Corporation in July 1975. From July 1968 to June 1978, Dr. Black was a
member of the faculty of the University of Rochester, where he was an Associate Professor with tenure.
Dr. Black received a Ph.D. in Political Science from Stanford University and a B.A. degree in Political

Science from Washington University.



DAVID H. CLEMM has served as our President and Chief Operating Officer, and as a director of our
company, since April 1984. From November 1981 to March 1984, Mr. Clemm worked for Bausch &
Lomb, Inc., where he held a variety of senior positions as Vice President of Marketing Operations for
Graphic Products and Vice President and General Manager of the Ophthalmic Instruments Division.
From May 1980 to November 1981, Mr. Clemm served as Manager of Market Research at Xerox
Corporation. From June 1973 to June 1979, Mr. Clemm served as manager of Financial Operations for
the Branded Products Division of Pennzoil Company. Mr. Clemm received an M.B.A. from Boston

University and a B.S. degree from the United States Military Academy at West Point.

LEONARD R. BAYER has served as our Executive Vice President and Chief Technology Officer, and as
a director of our company, since July 1978. From August 1976 to July 1978, Mr. Bayer worked for
Practice Development Corporation where he served as Vice President of Research and Development.
From September 1975 to August 1976, Mr. Bayer was a member of the faculty of the University of
Rochester School of Medicine where he taught mathematical statistics. Mr. Bayer received an ML.A.
degree in Statistics, a B.S. degree in Astrophysics and a B.A. degree in Mathematics from the University

of Rochester.

ELIZABETH K. ABBAS has served as our Executive Vice President of the International Division since
January 1999. From October 1996 to December 1998, she served as an independent consultant to us
while she resided in Japan. From June 1986 to October 1996, Dr. Abbas served as Vice President of
Research of the Gordon S. Black Corporation. From June 1980 to June 1986, Dr. Abbas served as a
project manager of the Gordon S. Black Corporation. Dr. Abbas received a Ph.D. degree in Education
and an M.S. degree in Family and Consumption Economics from the University of Illinois and a B.A.

degree in Education from Central College, Pella, Iowa.

ARTHUR E. COLES has served as our Executive Vice President of Marketing and Business
Development since June 1999. Mr. Coles was President and Chief Executive Officer of the Gordon S.
Black Corporation from June 1997 to June 1999. Prior to joining our company, Mr. Coles worked for
Eastman Kodak Company, where he served as Corporate Director of Digital Strategic Planning. Mr.
Coles received an M.B.A. from the Rochester Institute of Technology and a B.S. degree in Mathematics
from the State University of New York at Albany.

KATHY C. LEE has served as our Executive Vice President of Sales since July 1999. Prior to joining our
company, she spent 22 years with IBM, holding a variety of sales and sales management positions. Ms.

Lee received her B.A. in Business Administration and Political Science from Albion College.

BRUCE A. NEWMAN has served as our Chief Financial Officer, Secretary and Treasurer since January
1986. From July 1980 to January 1986, Mr. Newman served as Treasury Manager of The Case-Hoyt
Corporation, a national printer. From July 1975 to August 1978, Mr. Newman worked for Price
Waterhouse. Mr. Newman received a B.A. in accounting from the State University of New York at

Albany and is a Certified Public Accountant.



Key Employees

RICK S. GEIGER has served as the President of our Data Collection Services Division since January
1997. Previously, Mr. Geiger worked at the E.I. Dupont Company from 1980 to 1994 in various
positions, including Manufacturing Manager, Supply Chain Manager, Sales and Marketing
Management. Mr. Geiger received a J.D. from the School of Law, University at Buffalo, State University
of New York, an M.B.A. from the Executive Development Program at the William E. Simon Graduate
School of Business at the University of Rochester and a B.S. degree in Organizational Management

from Roberts Wesleyan College. Mr. Geiger is a practicing attorney in New York State.

STEPHEN J. HODOWNES has served as the President of our Harris Consulting Division since
October 1995. Prior to October 1995, Mr. Hodownes worked for Xerox Corporation in various
positions, including as a director of Worldwide Loyalty Marketing, Manager of Customer Corporation
Retention and Loyalty Operations and Manager of Customer Satisfaction for U.S. Operations. Mr.
Hodownes received an M.B.A. from the Executive Development Program at the University of

Rochester and a B.S. degree in Computer Science from the Rochester Institute of Technology.

ROBERT C. KALLSTRAND has served as the President of our Business and Consumer Research
Division since July 1999. Mr. Kallstrand was Executive Vice President and Chief Operating Officer of
Gordon S. Black Corporation from July 1997 to July 1999. From 1986 until July 1997, he served in
various executive capacities for our company. Mr. Kallstrand received B.A. degrees in Economics and

Psychology from the University of Rochester.

ROBERT L. LEITMAN has served as the President of our Health, Education and Public Policy Division
since July 1999. From February 1996 to July 1999, he served as our Chief Operating Officer and served
in various other executive capacities from 1991 to February 1996. Mr. Leitman received an M.S. degree
in Sociology from the University of Connecticut and a B.A. degree in Sociology from the State

University of New York at Stony Brook.

GREGORY T. NOVAK has served as the President of our Internet Division since June 1999. Prior to
joining our company, Mr. Novak was Vice President/General Manager of Lightning America's, a unit of
GSX. Mr. Novak received an M.S. in Management from Purdue University's Krannert Business School
and a B.S. in Mechanical Engineering from the University of Pittsburgh. Mr. Novak is also a graduate
of General Electric's Nuclear Power Engineering Program and Corporate Analyst's Training and

Development Program.

Directors

THOMAS D. BERMAN has served as a director of our company since July 1998. Mr. Berman is an
Executive Director of Brinson Partners, Inc., an investment management firm. Mr. Berman received an

S.M. from Massachusetts Institute of Technology, Sloan School of Management and an S.B. degree in



Electrical Engineering from Massachusetts Institute of Technology. Mr. Berman is a director of Creo
Products Inc., a publicly-traded computer-to-plate prepress equipment company, and is a member of

the compensation, nominating and corporate governance committees of its board of directors.

G. THOMAS CLARK has served as a director of our company since October 1989. From April 1979
until his retirement in November 1996, Mr. Clark served as Senior Vice President of Finance, Secretary
and Treasurer of Paychex, Inc. and currently serves on the board of directors of Paychex. Mr. Clark

received a B.S. degree in Business Administration from Bucknell.

JAMES R. RIEDMAN has served as a director of our company since October 1989. Mr. Riedman is the
President of the Riedman Corp., an insurance agency. From April 1984 to January 1987, Mr. Riedman
served as Senior Vice President of Transamerica Financial Systems and Concepts. Mr. Riedman also
worked for the Balboa Insurance Group from January 1983 to April 1984, where he served as Director
of Corporate Planning. Mr. Riedman received an M.S. degree in Risk and Insurance and Finance from
the University of Wisconsin and a B.A. degree in Business Administration from the University of Notre

Dame.

Each officer serves at the discretion of our board of directors. There are no family relationships

between any of our directors or executive officers.

VOTING AGREEMENT. Under a voting agreement among our company, the holders of our preferred
stock, Gordon S. Black, David H. Clemm and Leonard R. Bayer:

- the preferred stockholders are entitled to designate two individuals to serve as directors and, so long
as BVCF III L.P,, formerly Brinson Venture Capital Fund III, L.P,, is a stockholder, it shall designate

these individuals. Thomas D. Berman is the designee of BVCF III under these arrangements;

- each of Dr. Black, Mr. Clemm and Mr. Bayer is to be elected as a director so long as he is a senior
executive of our company and owns at least 50% of the common stock of our company he owned on
July 1, 1998; and - two directors are to be elected jointly by the preferred stockholders and by Dr.
Black, Mr. Clemm and Mr. Bayer. G. Thomas Clark and James R. Riedman have been elected pursuant

to this arrangement.

This voting agreement will terminate upon the completion of this offering.

Board Composition

Our board of directors consists of six directors divided into three classes with each class serving for a
term of three years and such term initially expiring on the annual stockholder meeting to be held in the

year set forth below:



Class Expiration Members

Class 1 2000 Leonard R. Bayer G. Thomas Clark Class II 2001 Thomas D. Berman David H. Clemm
Class III1 2002 Gordon S. Black James R. Riedman At each annual meeting of stockholders, directors

will be elected by the holders of common stock to succeed those directors whose terms are expiring.

Board Commuttees; Compensation Committee Interlocks and
Insider Participation

The audit committee of the board of directors reviews our internal accounting procedures and consults
with and reviews the services provided by our independent accountants. The audit committee

currently consists of Thomas D. Berman, G. Thomas Clark and James R. Riedman.

The compensation committee of the board of directors reviews and recommends to the board of
directors the compensation and benefits of all of our executive officers and establishes and reviews
general policies relating to compensation and benefits of our employees. The compensation committee
currently consists of Thomas D. Berman, G. Thomas Clark and James R. Riedman, with Gordon S.
Black and David H. Clemm serving as non-voting, ex-officio committee members. Gordon S. Black and
David H. Clemm participate in all decisions regarding salaries and incentive compensation for all
employees and consultants, except that they are excluded from discussions regarding their own salary

and incentive compensation.

None of Mr. Berman, Mr. Clark or Mr. Riedman has at any time been an officer or employee of our
company. Mr. Berman is an executive director of Brinson Partners, Inc., the investment advisor to the
Virginia Retirement System and Brinson Map Venture Capital Fund III Trust, a member of Brinson
Venture Management LLC, the investment adviser to BVCF III, L.P. and an assistant trust officer of
Brinson Trust Company, the trustee for Brinson Map Venture Capital Fund III Trust. See "Certain

Transactions."

No interlocking relationship exists between our board of directors or our compensation committee and
the board of directors or compensation committee of any other company, nor has any interlocking

relationship existed in the past.

Director Compensation

Our non-employee directors, other than Thomas D. Berman, are paid a fee of $750 for each board
meeting attended, and are entitled to reimbursement for expenses incurred in attending board
meetings. We do not presently provide additional compensation for committee participation or special
assignments of the board of directors. In September 1998, G. Thomas Clark and James R. Riedman
each received options to purchase an aggregate of 28,000 shares of common stock at an exercise price
per share of $0.465. See "Employee Benefit Plans--1999 Long Term Incentive Plan" for a description of

options that may be granted to directors.



Limitation on Liability and Indemnification Matters

Our restated certificate of incorporation limits the liability of directors to the maximum extent
permitted by Delaware law. The Delaware General Corporation Law provides that the personal liability
of a director for monetary damages for breach of his or her fiduciary duties as a director may be

eliminated, except for:
- any breach of the director's duty of loyalty to a corporation or its stockholders;

- acts or omissions not in good faith or that involve intentional misconduct or a knowing violation of

law;

- unlawful payments of dividends or unlawful stock repurchases, redemptions or other distributions; or

- any transaction from which the director derived an improper personal benefit.

Our bylaws provide that we may indemnify our directors and officers and may indemnify our other
employees and agents to the fullest extent permitted by Delaware law. We believe that indemnification
under our bylaws covers at least negligence and gross negligence on the part of indemnified parties.
Our bylaws also permit us to secure insurance on behalf of any officer, director, employee or other
agent for any liability arising out of his or her actions in that capacity, regardless of whether the bylaws

would permit indemnification.

We intend to obtain directors' and officers' insurance providing indemnification for our directors,
officers and some of our employees for certain liabilities. We believe that this insurance is necessary to

attract and retain qualified directors and officers.

At present, there is no pending litigation or proceeding involving any of our directors, officers,
employees or agents where indemnification will be required or permitted. We are not aware of any

threatened litigation or proceeding that might result in a claim for indemnification.

Executive Compensation

The following table sets forth the total compensation we paid to our Chief Executive Officer and our
four other most highly compensated executive officers who earned more than $100,000 during fiscal

1999.

Summary Compensation Table

LONG-TERM
COMPENSATION

——————————————————————— SECURITIES
UNDERLYING
NAME AND PRINCIPAL POSITION SALARY ($) BONUS ($) OPTIONS
#)



GOTAON S. BlaCK..u''' ittt ittt ittt $ 300,000 $ 12,000 --
Chief Executive Officer

David H. CLemm. . ...ttt ittt ettt ettt ettt e eeeeeeeeeeaaaeaaaannnns 285,000 11,400 --
President and Chief Operating Officer

Leonard R. Bayer.....iiuiiettnneeteenneeeeeneeeeennneeeennaenns 256,000 10,250 -—
Executive Vice President and Chief Technology Officer

Elizabeth K. Abbas..... ..ottt et e e eeeaannn 125,000 5,000

84,000
Executive Vice President, International Division

ALthUL E. COLeS .ttt ittt it ittt ettt eeeeee e eeennenenaannnnns 160,000 30,000 --

Executive Vice President, Marketing and Business Development

Stock Option Information

The following table sets forth information with respect to stock options granted to our Chief Executive
Officer and our four other most highly compensated executive officers during fiscal 1999. We have
never granted any stock appreciation rights. The exercise price per share was equal to the fair value of
the common stock on the date of grant as determined by the board of directors. Percentage of total
options is based on an aggregate of 560,000 options granted in fiscal 1999. Potential realizable values
are net of exercise price, but before the payment of taxes associated with exercise. Amounts represent
hypothetical gains that could be achieved for the respective options if exercised at the end of the
option term. The 5% and 10% assumed annual rates of computed stock price appreciation are
mandated by rules of the SEC and do not represent our estimate or projection of our future common
stock price. Actual gains, if any, on stock option exercises will be dependent on the future performance

of our common stock.

Option Grants in Last Fiscal Year

POTENTIAL
REALIZABLE
VALUE AT
ASSUMED
ANNUAL

INDIVIDUAL GRANTS
RATES OF

STOCK PRICE

NUMBER OF PERCENT OF
APPRECIATION
SECURITIES TOTAL OPTIONS
FOR OPTION
UNDERLYING GRANTED TO EXERCISE
TERM
OPTIONS EMPLOYEES PRICE
EXPIRATION ~  ——------mme
GRANTED IN FISCAL YEAR PER SHARE DATE

5%



Gordon S. Black......oviiiiiiiiniiininiiinnnnnnn -- - . __

David H. Clemm...... .o iieeiennnnnnnnnnn -- -- -- --

Leonard R. Bayer.......cuiiiiiiinnerennnnnnenns -- - . __

Elizabeth K. Abbas..........o .. 84,000 15% $ 1.26
2/2/09 $ 5,289
Arthur E. Coles.....ciiiiiiiiiiinieiiinnnnnnnnn -- - - -

10%

Gordon S. BlacK.....vviiiiininnennnnnnnnnnnnnn. --
David H. Clemm.......oiiiininiieeiennnnnnnnnnn --
Leonard R. Bayer......cuuiiiiirinnnrennnnnnennn --
Elizabeth K. Abbas.......cuiiiiiiiinnnnnnn. $ 10,578
Arthur E. COleS. . iiiiiiiiiiiiiieeeeeennnn --

The following table sets forth information concerning stock options held as of June 30, 1999 by our
Chief Executive Officer and our four other most highly compensated executive officers. No options
were exercised by these officers in fiscal 1999. The value of unexercised in-the-money options at fiscal
year-end is based on $3.70 per share, the assumed fair value of the common stock at June 30, 1999, less

the exercise price per share.

Fiscal Year End Option Values

NUMBER OF SECURITIES

UNDERLYING UNEXERCISED VALUE OF

UNEXERCISED

OPTIONS AT IN-THE-MONEY
OPTIONS AT

JUNE 30, 1999 JUNE 30,
1999
NAME EXERCISABLE UNEXERCISABLE EXERCISABLE
UNEXERCISABLE
Gordon S. BlacK. ...ttt ittt -- -- --
David H. Clemm. .......outiinnneennneeennneeennneennnneennn 1,274,000 364,000 $ 4,687,240 $
1,379,210
Leonard R. Bayer......iuuiiiettineeeeenneeeenneeeeenneens -- -- --
Elizabeth K. Abbas......cuiiiiiiiiii ittt iiiiiineenns - 84,000 -—
311,100
ATthur E. COLleS. ..ttt ittt ieeieeeeaaennnnns 56,000 112,000 207,400
414,800

All of Mr. Clemm's, Dr. Abbas's and Mr. Coles's unvested options will vest immediately upon the

closing of this offering.



Employee Benefit Plans

STOCK OPTIONS. We have granted non-qualified stock options from time to time. In 1997, we
adopted our 1997 stock option plan, which provides for the granting to employees of incentive stock
options within the meaning of Section 422 of the Internal Revenue Code and for the granting to
employees and consultants of non-qualified stock options. A total of 4,499,600 shares of common
stock were available for the grant of options under the plan. In connection with this offering, the 1997
stock option plan was terminated. All options issued under the plan and that remain outstanding are

exercisable in accordance with their terms.

1997 STOCK PROGRAM. Our 1997 stock program, provided for the:

- granting to employees the right to purchase shares of common stock;

- award of stock bonuses; and - our repurchase of shares of common stock issued pursuant to the plan.

Any rights to purchase shares of common stock granted to employees under the 1997 stock program
terminated 30 days from the date of grant. The aggregate number of shares of stock awarded as
bonuses in any fiscal year could not exceed, based on the value of the stock as determined by the board
of directors, $500,000. Each fiscal year, we undertook, but were not obligated, to repurchase that
number of shares that was equal to the number of shares subject to purchase by employees and the
number of shares awarded as bonuses. The 1997 stock program was terminated in connection with this

offering.

1999 LONG-TERM INCENTIVE PLAN. In September 1999, our board of directors and stockholders
adopted our 1999 long-term incentive plan. We have reserved 1,250,000 shares of common stock for
issuance under the plan. Pursuant to this plan, we may grant certain combinations of the following to
our employees, officers and non-employee directors, or to the employees, officers and non-employee

directors of our subsidiaries:

- stock options, both incentive stock options within the meaning of Section 422 of the Internal

Revenue Code and non-qualified stock options;
- stock appreciation rights;
- restricted or unrestricted share awards; and - performance-based awards.

The plan is administered by a committee appointed by our board of directors. The committee will

select the individuals to whom options are granted and will specify the terms of the options.

- INCENTIVE STOCK OPTIONS. These options may only be granted to our employees, and may not
be exercised more than 10 years after the date of grant. The exercise price must be at least equal to the
fair market value of our common stock on the date of grant. The purchase price of the shares issued
upon exercise of these options may be paid in cash or shares of common stock having a total fair

market value equal to the aggregate purchase price.



- NON-QUALIFIED STOCK OPTIONS. These options may not be exercised more than 10 years after
the date of grant. The purchase price of shares issued upon exercise of these options may be paid in

cash or shares of common stock having a total fair market value equal to the aggregate purchase price.

- STOCK APPRECIATION RIGHTS. These rights may be granted on a free-standing or tandem basis.
The term of exercise will be determined by the committee, but in no event will be more than 10 years
from the date of grant. These rights generally entitle the holder to receive a payment having an
aggregate value equal to the product of the excess of the fair market value over the exercise price per
share specified in the grant multiplied by the number of shares specified in the award. Payment by us
of the amount receivable in respect of the stock appreciation right may be paid in any combination of

cash and common stock.

The 1999 long-term incentive plan provides for adjustments if a recapitalization or other change in our
common stock dilutes the rights of the 1999 long-term incentive plan participants. The board has the
authority to amend, suspend or terminate the plan, provided that no action may affect any awards

previously made under the plan. No options or awards have been granted under this plan.

EMPLOYEE STOCK PURCHASE PLAN. In September 1999, our board of directors and stockholders
adopted an employee stock purchase plan under which a total of 500,000 shares of common stock are
available for sale. The purchase plan, which is intended to qualify as an employee stock purchase plan
within the meaning of Section 423 of the Internal Revenue Code of 1996, is administered by our board
of directors or by a committee appointed by our board. All eligible employees or eligible employees of
any present or future subsidiary designated by our board may participate in the purchase plan. The
purchase plan permits eligible employees to purchase shares of our common stock through payroll
deductions, which may not exceed 10% of the employee's compensation, subject to certain limitations.
The purchase plan will be implemented in a series of consecutive, overlapping offering periods, each
approximately three months to 24 months in duration. The purchase price of each share of common
stock under the purchase plan will be equal to the lesser of 85% of the closing price per share of our
common stock on the Nasdaq National Market on the start date of that offering period or on the date
of termination of the offering period. An employee's participation ends on the employee's termination
of employment with us. The purchase plan will terminate in September 2009 unless sooner terminated

by our board.

401(K) Plan

We have an tax-qualified employee savings plan which covers all of our employees who are at least 21
years of age, who have been employed with us for at least one year and who have at least 1,000 hours of
service with us. Our employees may, however, begin making contributions to our 401(k) Plan at the
beginning of the quarter following completion of three months of service. Eligible employees may
defer up to 18% of their pre-tax earnings, subject to the Internal Revenue Service's annual contribution
limit. Our 401(k) Plan permits additional discretionary matching and profit sharing contributions by us
on behalf of all participants in our 401(k) Plan in an amount determined by us. Matching

contributions, if made, are equal to 50% of an employee's contribution, relating to the first 4%, up to a



maximum annual contribution of $600. Profit sharing contributions may equal up to 15% of total
annual compensation of all employees and are allocated in proportion to each employee's
compensation. Our 401(k) Plan is intended to qualify under Section 401 of the Internal Revenue Code
of 1986 so that contributions by employees or by us to the 401(k) Plan, and income earned on plan
contributions, are not taxable to employees until withdrawn from the plan, and so that contributions

by us, if any, will be deductible by us when made.
Certain Transactions

Preferred Stock Private Placement

In July 1998, we sold an aggregate of 147,000 shares of our Series A preferred stock for an aggregate
purchase price of $14.7 million or $100 per share, to BVCF III, L.P., Brinson Map Venture Capital Fund
IIT Trust and the Virginia Retirement System. The shares of preferred stock are automatically
convertible into 11,790,324 shares of common stock upon the closing of this offering. See "Principal

Stockholders."

Thomas D. Berman, a director of our company, is an executive director of Brinson Partners, Inc.
Brinson Partners is the investment adviser to Brinson Map Venture Capital Fund III Trust and the
Virginia Retirement System and the managing member of Brinson Venture Management LLC, which is
the investment advisor to BVCF III, L.P. Mr. Berman is also an assistant trust officer of the Brinson
Trust Company, which is the trustee for Brinson Map Venture Capital Fund III Trust. The holders of

preferred stock have certain registration rights. See "Description of Capital Stock--Registration Rights."

Market Facts Equity Investment and Strategic Alliance

In April 1999, Market Facts, Inc. purchased 1,092,980 shares of our common stock for an aggregate
purchase price of $4.1 million or $3.77 per share. Prior to this offering, Market Facts owned

approximately 10% of our outstanding common stock. See "Principal Stockholders."

In April 1999, we also entered into a strategic alliance agreement with Market Facts. Under that
agreement, we granted Market Facts a non-exclusive license to access and use our Internet panel and
Internet technologies for purposes of developing market research studies, and for conducting and
providing analysis of surveys and polls. In consideration for such access and use, Market Facts agreed
to pay us use fees, access fees and survey fees. In addition, Market Facts has granted us a non-exclusive,
royalty free license to use its Internet technologies for the design and development of market research
products, and has agreed to offer certain of its customers, clients and others with whom they have a

relationship, the opportunity to become members of our Internet panel.

Market Facts has agreed to use us exclusively for all of its Internet-based market research and polling
needs and not to enter into strategic online alliances with our direct competitors. The agreement also

provides for the development of multi-client studies, either jointly or by each of us individually. The



agreement terminates in April 2004, but automatically extends for additional one year terms thereafter

unless either party terminates upon one year's prior notice.

Confidentially and Non-competition Agreements with
Executive Officers

In September 1999, we entered into agreements with Gordon S. Black, David H. Clemm and Leonard
R. Bayer. These agreements include confidentiality and non-competition provisions, and obligate each
of these executive officers to transfer to us any inventions developed by them during their employment
with us and prohibits each of them from competing with us for a period of one year after their
termination of employment. The agreements also provide that, in the event we terminate Dr. Black's,
Mr. Clemm's or Mr. Bayer's employment without cause, he is entitled to receive severance benefits

equal to:

- his base salary in effect before the date of his termination;

- the average of his annual incentive bonus for the past three years;
- his accrued and unused vacation time;

- his expenses incurred on our behalf; and - insurance benefits for two years following the date of

termination.

Other Transactions

REPURCHASE OF COMMON STOCK. In connection with the sale of our Series A preferred stock, we
repurchased an aggregate of 85,082 shares of our common stock. We repurchased 54,664 shares from
Gordon S. Black, our Chief Executive Officer, for an aggregate redemption price of $1.9 million and
27,333 shares from Leonard R. Bayer, our Executive Vice President, for an aggregate redemption price
of $963,761.

LOAN TO OFFICER. In May 1993, we made a demand loan of $70,000 to Gordon S. Black, our
Chairman and Chief Executive Officer. The loan was collateralized by a pledge of 700,000 shares of our
common stock that he owned. The loan bore interest at a rate equal to the lowest rate of interest
permitted by the Internal Revenue Code (5.1% at the time of repayment) so as to avoid imputation of
interest. The outstanding principal balance of the loan at June 30, 1998 was $42,500. The loan was
fully paid in fiscal 1999.

Principal Stockholders

The following table sets forth information with respect to the beneficial ownership of our common
stock, as of August 31, 1999, and as adjusted to reflect the sale of common stock offered by us in this

offering, for:



- each person who we know beneficially owns more than 5% of the common stock;
- each of our directors;

- each executive officer named in the Summary Compensation Table; and - all of our directors and

executive officers as a group.

Beneficial ownership is determined in accordance with the rules of the Securities and Exchange
Commission and includes voting or investment power with respect to the securities. The address for
each listed director and officer is c/o Harris Interactive Inc., 135 Corporate Woods, Rochester, New
York 14623. Except as indicated by footnote, each person identified in the table possesses sole voting
and investment power with respect to all shares of common stock shown as beneficially owned by
them. The number of shares of common stock outstanding used in calculating the percentage for each
listed person includes the shares of common stock issuable upon conversion of outstanding preferred
stock and shares of common stock underlying options held by such person that are currently
exercisable or exercisable within 60 days of August 31, 1999. These shares, however, are not treated as
outstanding for the purpose of computing the percentage ownership of any other person. Percentage
of beneficial ownership is based on 10,915,044 shares of common stock outstanding as of August 31,
1999, and shares of common stock outstanding after completion of this offering. The numbers shown
in the table assume no exercise by the underwriters of their over-allotment option.

NUMBER OF SHARES PERCENTAGE
OF SHARES

TOTAL NUMBER BENEFICIALLY OWNED
BENEFICIALLY OWNED

OF SHARES INCLUDES ~  ——mmmmmmmmme-
BENEFICIALLY SECURITIES BEFORE
AFTER
OWNED UNDERLYING OPTIONS OFFERING

OFFERING
5% STOCKHOLDERS:
Market Facts, INC. (1) ... uuuienniniiiiiieinnnnennnns 1,092,980 -- 10.0%
Brinson Partners INC. (2) ... iiiiiiiiiinnnnnnn 11,790,324 -- 51.9%
DIRECTORS AND EXECUTIVE OFFICERS:
Gordon S. Black (3)(7) .ttt i iiinenenn 3,922,240 -- 35.9%
David H. Clemm (4)(7) ettt it it eieiennnannn 1,165,332 1,638,000 22.3%
Leonard R. Bayer (5)(7) ..t i iiiininnannn. 3,133,060 - 28.7%
Elizabeth K. Abbas........iiuiiiiiiiiiniiiiineeeennnans 114,212 84,000 1.8%
Arthur E. COLleS .. ittt ittt ittt tiieeeannnn 14,924 168,000 1.6%
Thomas D. Berman (6)(7) .. ueiiineii ittt i ieneannnnn -- -- --
G. Thomas CLark (7). ..vvi ittt eeeeeaannnnn -- 28,000 *
James R. Riedman (7)....cuinininnininennnenenennnnnn -- 28,000 *
Directors and Executive Officers as a group (ten

O T=3 =T 1 =3 1 8,428,924 2,282,000 90.05%
* Less than 1%

(1) The address of Market Facts, Inc. is 3040 West Salt Creek Lane, Arlington Heights, Illinois 60005.

(2) Represents shares to be issued upon conversion of 147,000 shares of our Series A preferred stock.
Includes 10,185,661 shares issuable upon conversion to the Virginia Retirement System, 225,195

shares issuable upon conversion to Brinson Map Venture Capital Fund III Trust and 1,379,468 shares



issuable upon conversion to BVCF III, L.P. Brinson Partners, Inc. acts as investment adviser to the
Virginia Retirement System and Brinson Map Venture Capital Fund III Trust and has sole voting and
investment power over their shares. Brinson Partners, Inc. is also the managing member of Brinson
Venture Management LLC, the investment advisor to BVCF III, L.P., which has sole voting and
investment power over BVCF III, L.P.s shares. The address of BVCF III, L.P., Brinson Map Venture
Capital Fund III Trust and the Virginia Retirement System is c/o Brinson Partners, Inc., 209 South
LaSalle, Chicago, Illinois 60604.

(3) Includes 364,000 shares held by Lonny H. Dolin, Dr. Black's wife, 364,980 shares held by the
Lindsay L. Black Trust, 121,380 shares held by the Brooke E. Dolin Trust and 121,380 shares held by
the Nathaniel M. Dolin Trust. Dr. Black is the trustee of these trusts.

(4) Includes 42,000 shares held by Christopher Clemm and 42,000 shares held by Julie Clemm, Mr.
Clemm's children. 42,000 shares held by Jean Clemm, Mr. Clemm's wife, as custodian for Robert

Clemm under the Uniform Transfers to Minors Act.
(5) Includes 16,800 shares held by Lorraine W. Bayer, Mr. Bayer's wife.

(6) Mr. Berman is an executive director of Brinson Partners, Inc. and in that capacity, Mr. Berman
participates in investment advisory decisions with other personnel of Brinson Partners, Inc. with
respect to the voting and investment power over the shares of the Virginia Retirement System and the
Brinson Map Venture Capital Fund III Trust. Mr. Berman is also a member of Brinson Venture
Management LLC, the investment adviser to BVCF III, L.P. and, by virtue of carried interest fee
arrangements between Brinson Venture Management LLC and BVCF III, L.P., may be deemed to have
an indirect pecuniary interest in the common stock owned by BCVF III, L.P. Mr. Berman is also an
assistant trust officer of the Brinson Trust Company, which is the trustee for Brinson Map Venture
Capital Fund III Trust. Mir. Berman disclaims beneficial ownership of the shares owned by these

entities, except to the extent of his pecuniary interest, if any.

(7) Director.

Description of Capital Stock

General

Upon the completion of this offering, our authorized capital stock will consist of 100,000,000 shares of
common stock, $.001 par value, and 5,000,000 shares of preferred stock, $.01 par value.

The following summary of the rights of the common stock and preferred stock does not purport to be
complete and is subject to, and qualified in its entirety by, the provisions of our amended and restated
certificate of incorporation and bylaws which are included as exhibits to the registration statement of

which this prospectus is a part and by the provisions of Delaware law.



Common Stock

After giving effect to the conversion of all previously outstanding preferred stock into shares of
common stock, as of June 30, 1999, there were 22,661,016 shares of common stock outstanding held
of record by approximately 45 stockholders. After giving effect to the sale of common stock in the
offering, there will be shares of common stock outstanding, assuming no exercise of the underwriters'

over-allotment option and no exercise of outstanding options or warrants.

The holders of common stock are entitled to one vote for each share held of record on all matters
submitted to a vote of stockholders. Except as required under Delaware law or the rules of the Nasdaq
National Market, the rights of stockholders may not be modified otherwise than by a vote of a majority
or more of the shares outstanding. Subject to preferences that may be applicable to any outstanding
shares of preferred stock, the holders of common stock are entitled to receive ratably any dividends as
may be declared by the board of directors out of funds legally available for the payment of dividends.
See "Dividend Policy." In the event of our liquidation, dissolution or winding up, the holders of
common stock are entitled to share ratably in all assets, subject to prior distribution rights of the
preferred stock, if any, then outstanding. Holders of common stock have no preemptive rights or rights
to convert their common stock into any other securities. There are no redemption or sinking fund
provisions applicable to the common stock. All outstanding shares of common stock are fully paid and
non-assessable, and the shares of common stock to be issued in the offering will be fully paid and non-

assessable.

Preferred Stock

Upon the consummation of this offering, the 147,000 shares of Class A preferred stock outstanding
will automatically convert into a total of 11,790,324 shares of common stock. Pursuant to our restated
certificate of incorporation, the board of directors has the authority, without further action by the
stockholders, to issue up to 5,000,000 shares of preferred stock in one or more series and to fix the
designations, powers, preferences and privileges, which may be greater than the rights of the common
stock. The board, without stockholder approval, can issue preferred stock with voting, conversion or
other rights that could adversely affect the voting power and other rights of the holders of common
stock. Preferred stock could thus be issued quickly with terms calculated to delay or prevent a change
in control of our company or make removal of management more difficult. Additionally, the issuance of
preferred stock may have the effect of decreasing the market price of the common stock. At present,
there are no shares of preferred stock outstanding, and we have no plans to issue any of the preferred
stock.



Common Stock Warrants

Upon completion of the offering, we will have warrants outstanding to purchase an aggregate of
216,608 shares of common stock, exercisable at an exercise price of $1.50 per share. Each warrant has
a net exercise provision under which the holder may, in lieu of payment of the exercise price in cash,
surrender the warrant and receive a net amount of shares, based on the fair market value of our stock at
the time of the exercise of the warrant, after deducting the aggregate exercise price. The warrants

expire in November 2003.

Registration Rights

After the closing of this offering, the holders of 11,790,324 shares of common stock will be entitled to
have their shares registered under the Securities Act of 1933. If we propose to register any of our
securities under the Securities Act, either for our own account or for the account of other stockholders
exercising registration rights, these holders are entitled to notice of the registration and are entitled to
include their shares as part of that registration. Holders of registration rights may also require us to file
a registration statement under the Securities Act at our expense with respect to their shares of common
stock. Further, holders may require us to file registration statements on Form S-3 at our expense when
we are eligible to use that form. All registration rights are subject to conditions and limitations,
including the right of the underwriters of an offering to limit the number of shares to be included in

the registration.

Certain Charter and Bylaws Provisions and Delaware Anti-
take Over Statute

Provisions of our restated certificate of incorporation and bylaws, to be effective following the offering,
may have the effect of making it more difficult for a third party to acquire, or of discouraging a third
party from attempting to acquire, control of us. These provisions could limit the price that certain
investors might be willing to pay in the future for shares of our common stock. These provisions:

- divide our board of directors into three classes serving staggered three-year terms;

- eliminate the right of stockholders to act by written consent without a meeting; and - allow us to issue

preferred stock without any vote or further action by the stockholders.

The classification system of electing directors may tend to discourage a third-party from making a
tender offer or otherwise attempting to obtain control of us and may maintain the incumbency of our
board of directors, as the classification of the board of directors increases the difficulty of replacing a
majority of the directors. These provisions may have the effect of deferring hostile takeovers, delaying

changes in our control or management, or may make it more difficult for stockholders to take certain



corporate actions. An amendment of the provisions relating to the staggered board or the elinimation
of the prohibition to act by written consent would require approval by holders of at least 66 2/3% of

the outstanding common stock.

In addition, 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

an interested stockholder, unless:

- prior to the date of the proposed action, the board of directors of the corporation approved either the
business combination or the transaction that resulted in the stockholder's becoming an interested

stockholder;

- upon completion of the transaction that resulted in the stockholder's 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 by persons who are directors and also officers and 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 the date of the proposed action, 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.

These provisions are intended to enhance the likelihood of continuity and stability in the composition
of the board and in the policies formulated by the board and to discourage certain types of transactions
that may involve an actual or threatened change of control of our company. These provisions are
designed to reduce our vulnerability to an unsolicited proposal for a takeover that does not
contemplate the acquisition of all of our outstanding shares or an unsolicited proposal for the
restructuring or sale of all or part of our company. These provisions, however, could discourage
potential acquisition proposals and could delay or prevent a change in control of our company. They

may also have the effect of preventing changes in our management.

Transfer Agent and Registrar

The transfer agent and registrar for the common stock is American Stock Transfer and Trust Company.

Shares Eligible for Future Sale

Prior to the offering, there has been no market for the common stock. Future sales of substantial
amounts of our common stock in the public market following the offering could cause the prevailing

market price of our common stock to fall and impede our ability to raise equity capital in the future.



Upon completion of this offering, we will have outstanding an aggregate of shares of common stock,
assuming that the underwriters do not exercise their over-allotment option and no exercise of
outstanding options or warrants. Of these shares, the shares sold in this offering will be freely tradable
without registration or further restriction under the Securities Act, unless such shares are purchased by
"affiliates" as that term is defined in Rule 144 under the Securities Act. The remaining shares of
common stock outstanding upon completion of this offering and held by existing stockholders will be
"restricted securities” as that term is defined in Rule 144 under the Securities Act. Restricted shares
may be sold in the public market only if registered or if they qualify for an exemption from registration

under Rule 144 or 701 promulgated under the Securities Act, which rules are summarized below.

Lock Up Agreements

Sales of the restricted shares in the public market, or the availability of such shares for sale, could
adversely affect the market price of the common stock. All of our officers, directors, members of their
families and certain other stockholders have entered into contractual "lock-up" agreements providing
that they will not offer, sell, contract to sell or grant any option to purchase or otherwise dispose of
shares of common stock owned by them, or later acquired by them, or that could be purchased by them
through the exercise of options or warrants for a period of 180 days after the date of this prospectus
without an exemption from, or without the prior written consent of, Lehman Brothers Inc. As a result
of these contractual restrictions, notwithstanding possible earlier eligibility for sale under the
provisions of Rule 144 and 701, additional shares will be eligible for sale beginning 181 days after the
effective date of this offering, subject to the requirements of Rule 144.

0f the remaining restricted shares, will be eligible for sale
immediately upon the effective date of this offering pursuant to Rule 144(k),

and will be eligible for sale pursuant to Rule 144 and Rule 701 beginning 91
days after the effective date of this offering.

Rule 144

In general, under Rule 144 as currently in effect, beginning 91 days after the date of this prospectus, a
person, or persons whose shares are aggregated, who has beneficially owned restricted shares for at
least one year, including persons who may be deemed to be our "affiliates," would be entitled to sell

within any three-month period a number of shares that does not exceed the greater of:

- 1% of the number of shares of common stock then outstanding, which will equal approximately
shares immediately after this offering; or - the average weekly trading volume of the common stock on
the Nasdaq National Market during the four calendar weeks preceding the filing of a notice on Form

144 with respect to such sale.

Sales under Rule 144 are also subject to manner of sale provisions and notice requirements and to the
availability of current public information about us. Under Rule 144(k), a stockholder who is not

deemed to have been our "affiliate" at any time during the 90 days preceding a sale, and who has



beneficially owned for at least two years the restricted shares proposed to be sold, including the holding
period of any prior owner except an affiliate, is entitled to sell the shares, without complying with the

manner of sale, public information, volume limitation or notice provisions of Rule 144.

Warrants, Stock Options and Employee Common Stock
Purchases

As of June 30, 1999, there were outstanding warrants to purchase 260,960 shares of common stock
and options to purchase 3,777,200 shares of common stock, of which 2,892,624 options were fully
vested. The common stock underlying these warrants and options will be eligible for sale subject to the
requirements of Rule 144 or Rule 701.

An additional 1,250,000 shares are reserved for issuance under our 1999 long term incentive plan and
additional 500,000 shares are reserved under our 1999 employee stock purchase plan. We intend to file
aregistration statement under the Securities Act covering the shares of common stock reserved for
issuance under our 1999 long term incentive plan and our 1999 employee stock purchase plan. The
registration statement is expected to be filed simultaneously with the effectiveness of the registration
statement covering the shares of common stock offered in this offering and will automatically become
effective upon filing. Accordingly, shares registered under such registration statement will, subject to
Rule 144 volume limitations applicable to affiliates and the expiration of the 180-day lock-up period,
be available for sale in the open market, except to the extent that such shares are subject to our vesting

schedules.

Preferred Stock

Holders of 11,790,324 shares of common stock issuable upon conversion of a preferred stock are
entitled to registration rights with respect to these shares for resale under the Securities Act of 1933.If
these holders, by exercising their registration rights, cause a large number of shares to be registered and
sold in the public market, these sales could harm the market price for our common stock. These
registration rights may not be exercised prior to the expiration of the 180 days from the date of this

prospectus. See "Description of Capital Stock--Registration Rights."

Rule 701

Subject to certain limitations on the aggregate offering price of a transaction and other conditions, Rule
701 permits resales of shares issued prior to the date the issuer becomes subject to the reporting
requirements of the Securities Exchange Act of 1934, pursuant to certain compensatory benefit plans
and contracts commencing 90 days after the issuer becomes subject to the reporting requirements of
the Securities Exchange Act of 1934, in reliance upon Rule 144 but without compliance with certain
restrictions, including the holding period requirements. In addition, the Securities and Exchange

Commission has indicated that Rule 701 will apply to typical stock options granted by an issuer before



it becomes subject to the reporting requirements of the Securities Exchange Act of 1934, along with
the shares acquired upon exercise of such options, including exercises after the date the issuer becomes
so subject. Securities issued in reliance on Rule 701 are restricted securities and, subject to the
contractual restrictions described above, beginning 91 days after the date of this prospectus, may be
sold by persons other than affiliates subject only to the manner of sale provisions of Rule 144 and by
affiliates under Rule 144 without compliance with its one-year minimum holding period requirements.

We have agreed not to sell or otherwise dispose of any shares of common stock or any securities
convertible into or exercisable or exchangeable for common stock, or enter into any swap or similar
agreement that transfers, in whole or in part, the economic risk of ownership of the common stock, for
a period of 180 days after the date of this prospectus, without the prior written consent of Lehman

Brothers Inc.

Underwriting

Under the underwriting agreement, which is filed as an exhibit to the registration statement relating to
this prospectus, the underwriters named below, for whom Lehman Brothers Inc., U.S. Bancorp Piper
Jaffray Inc., Volpe Brown Whelan & Company, LL.C, and E*OFFERING Corp. are acting as
representatives, have each agreed to purchase from us the respective number of shares of common

stock set forth opposite its name below:

Number of Underwriters Shares

Lehman Brothers INC. ... U.S. Bancorp Piper Jaffray Inc.
.................................................. Volpe Brown Whelan & Company, LLC........cccooeeerrniereinernenrenennnee
E*OFFERING COIP..ciccciniininnnicisisiiessssessisieesssssssssssseses TOtAL ettt sens

The underwriting agreement provides that the underwriters' obligations to purchase shares of
common stock depend on the satisfaction of the conditions contained in the underwriting agreement,
and that if any of the shares of common stock are purchased by the underwriters under the
underwriting agreement, then all of the shares of common stock which the underwriters have agreed to
purchase under the underwriting agreement, must be purchased. The conditions contained in the
underwriting agreement include the requirement that the representations and warranties made by us
to the underwriters are true, that there is no material change in the financial markets and that we

deliver to the underwriters customary closing documents.

The following table shows the per share and total underwriting discounts and commissions we will pay
to the underwriters. These amounts are shown assuming both no exercise and full exercise of the

underwriters' option to purchase additional shares.



Paid by Harris Interactive No Exercise Full Exercise
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The representatives have advised us that the underwriters propose to offer the shares of common stock
directly to the public at the public offering price set forth on the cover page of this prospectus, and to
dealers, who may include the underwriters, at the public offering price less a selling concession not in
excess of § per share. The underwriters may allow, and the dealers may reallow, a concession not in
excess of § per share to brokers and dealers. After the offering, the underwriters may change the

offering price and other selling terms.

We have granted to the underwriters an option to purchase up to an aggregate of additional shares of
common stock, exercisable solely to cover over-allotments, if any, at the public offering price less the
underwriting discounts and commissions shown on the cover page of this prospectus. The
underwriters may exercise this option at any time until 30 days after the date of the underwriting
agreement. If this option is exercised, each underwriter will be committed, so long as the conditions of
the underwriting agreement are satisfied, to purchase a number of additional shares of common stock
proportionate to the underwriter's initial commitment as indicated in the preceding table and we will

be obligated, under the over-allotment option, to sell the shares of common stock to the underwriters.

We have agreed that, without the prior consent of Lehman Brothers Inc. for a period of 180 days from
the date of this prospectus, we will not directly or indirectly, offer, sell or otherwise dispose of any
shares of common stock or any securities which may be converted into or exchanged for any such
shares of common stock. All of our executive officers and directors, members of their families and
several other stockholders have agreed under lock-up agreements that, without an exemption from, or
without the prior written consent of, Lehman Brothers Inc., they will not, directly or indirectly, offer,
sell or otherwise dispose of any shares of common stock or any securities that they may own, or later
acquire, or which may be converted into or exchanged for any such shares for the period ending 180

days after the date of this prospectus. See "Shares Eligible for Future Sale."

Prior to the offering, there has been no public market for the shares of common stock. The initial public
offering price will be negotiated between the representatives and us. In determining the initial public
offering price of the common stock, the representatives will consider, among other things and in
addition to prevailing market conditions, our historical performance and capital structure, estimates of
our business potential and earning prospects, an overall assessment of our management and the

consideration of the above factors in relation to market valuation of companies in related businesses.
We will list our common stock for quotation on the Nasdaq National Market under the symbol "HPOL."

We have agreed to indemnify the underwriters against liabilities, including liabilities under the
Securities Act of 1933 and liabilities arising from breaches of the representations and warranties
contained in the underwriting agreement, and to contribute to payments that the underwriters may be

required to make for these liabilities.



We estimate that the total expenses of the offering, excluding underwriting discounts and

commissions, will be approximately $600,000.

Until the distribution of the common stock is completed, rules of the Securities and Exchange
Commission may limit the ability of the underwriters and selling group members to bid for and
purchase shares of common stock. As an exception to these rules, the representatives are permitted to
engage in transactions that stabilize the price of the common stock. These transactions may consist of

bids or purchases for the purposes of pegging, fixing or maintaining the price of the common stock.

The underwriters may create a short position in the common stock in connection with the offering,
which means that they may sell more shares than are set forth on the cover page of this prospectus. If
the underwriters create a short position, then the representatives may reduce that short position by
purchasing common stock in the open market. The representatives also may elect to reduce any short
position by exercising all or part of the over-allotment option. The underwriters have informed us that
they do not intend to confirm sales to discretionary accounts that exceed % of the total number of

shares of common stock offered by them.

The representatives also may impose a penalty bid on underwriters and selling group members. This
means that if the representatives purchase shares of common stock in the open market to reduce the
underwriters' short position or to stabilize the price of the common stock, they may reclaim the
amount of the selling concession from the underwriters and selling group members who sold those

shares as part of the offering.

In general, purchases of a security for the purpose of stabilization or to reduce a syndicate short
position could cause the price of the security to be higher than it might otherwise be in the absence of
those purchases. The imposition of a penalty bid might have an effect on the price of a security to the

extent that it were to discourage resales of the security by purchasers in an offering.

Neither we nor any of the underwriters makes any representation or prediction as to the direction or
magnitude of any effect that the transactions described above may have on the price of the common
stock. In addition, neither we nor any of the underwriters makes any representation that the
representatives will engage in such transactions or that such transactions, once commenced, will not be

discontinued without notice.

Any offers in Canada will be made only under an exemption from the requirements to file a prospectus

in the relevant province of Canada where the sale is made.

Purchasers of the shares of common stock offered in this prospectus may be required to pay stamp
taxes and other charges under the laws and practices of the country of purchase, in addition to the

offering price listed on the cover of this prospectus.

A copy of the prospectus in electronic format will be made available on the Internet web site hosted by
E*OFFERING Corp. and E*TRADE Securities, Inc. E¥*TRADE will accept conditional offers to

purchase shares from all of its customers that pass and complete an online eligibility profile. In the



event that the demand for shares from the customers of E*TRADE exceeds the amount of shares
allocated to it, E*TRADE will use a random allocation methodology to distribute shares in even lots of

100 shares/customer.

At our request, the underwriters have reserved up to 5% of the shares of the common stock offered by
this prospectus for sale to our officers, directors, employees and their family members and to our
business associates at the initial public offering price set forth on the cover page of this prospectus.
These persons must commit to purchase no later than the close of business on the day following the
date of this prospectus. The number of shares available for sale to the general public will be reduced to
the extent these persons purchase the reserved shares. In addition to the 5% of the shares of common
stock that have been reserved as described above, EXOFFERING Corp. has reserved up to shares for
sale to some of our cooperative respondents on the same terms and conditions. The number of shares
available for sale to customers of EXOFFERING Corp. will be reduced to the extent these persons

purchase their reserved shares.

In connection with this offering, we have agreed to pay The Wallach Company $150,000 as a finder's

fee for its assistance in introducing us to the underwriters.

Legal Matters

Harris Beach & Wilcox, LLP, Rochester, New York will pass upon the validity of the common stock that
we are selling in this offering. O'Melveny & Myers LLP, New York, New York will pass upon legal
matters for the underwriters. Beth Ela Wilkens, a partner of Harris Beach & Wilcox, LLP, holds options

to purchase 28,000 shares of our common stock.

Experts

Our consolidated balance sheets as of June 30, 1998 and 1999 and our consolidated statements of
operations, stockholders' equity and cash flows for the three years in the period ended June 30, 1999
have been included in this prospectus and in the registration statement in reliance upon the reports of
PricewaterhouseCoopers, LLP, independent accountants, appearing elsewhere, and upon the authority

of PricewaterhouseCoopers, LLP as experts in accounting and auditing.

Change in Principal Accountants

In May 1998, we dismissed KPMG LLP and engaged PricewaterhouseCoopers, LLP as our
independent accountants. The selection of PricewaterhouseCoopers, LLP as our independent
accountants was ratified by the Board of Directors in October 1998. KPMG LLP's report on our
consolidated financial statements for fiscal 1997 (which does not appear in this prospectus) did not
contain an adverse opinion or a disclaimer of opinion and was not qualified or modified as to
uncertainty, audit scope or accounting principles. During fiscal 1997, we had no disagreement with

KPMG LLP on any matter of accounting principles or practices, financial statement disclosure or



auditing scope or procedure which, if not resolved to their satisfaction, would have caused them to
make reference in connection with their report on our consolidated financial statements. KPMG LLP

did not issue a report on our consolidated financial statements for fiscal 1998 or 1999.

During fiscal 1998, we discussed with KPMG LLP the accounting treatment for database development
costs and requested that KPMG consider whether capitalization and amortization of all or any
significant portion of those costs would be appropriate. KPMG LLP advised us that generally accepted
accounting principles require expensing such costs as incurred. We inquired of KPMG LLP whether
there was any flexibility with respect to the accounting treatment and, after considerable additional
discussion, KPMG LLP confirmed its original advice. Because this involved a matter of generally
accepted accounting principles, if KPMG LLP had continued as the company's independent
accountants without resolution of the issue to their satisfaction, it would have caused KPMG LLP to
qualify its opinion regarding this matter in its report on our consolidated financial statements for fiscal
1998. The matter was not pursued further with KPMG LLP. We subsequently retained
PricewaterhouseCoopers, LLP to replace KPMG LLP as our independent accountants in connection
with the audit of our consolidated financial statements for fiscal 1998. KPMG LLP was authorized to
respond fully to any inquiries of PricewaterhouseCoopers concerning this subject matter.
PricewaterhouseCoopers, LLP confirmed the advice of KPMG LLP regarding the expensing of
database development costs, and our consolidated statements appearing elsewhere in this prospectus

reflect this treatment.

Available Information

We have filed with the Securities and Exchange Commission, Washington, D.C. 20549, under the
Securities Act of 1933, a registration statement on Form S-1 relating to the common stock offered
hereby. This prospectus does not contain all of the information set forth in the registration statement
and the exhibits and schedules thereto. For further information with respect to our company and the
shares we are offering by this prospectus you should refer to the registration statement, including the
exhibits and schedules thereto. Statements contained in this prospectus as to the contents of any
contract, agreement or other document referred to are not necessarily complete, and in each instance
reference is made to the copy of such contract, agreement or other document filed as an exhibit to the

registration statement, each such statement being qualified in all respects by such reference.

You may inspect a copy of the registration statement without charge at the Public Reference Room of
the Securities and Exchange Commission at Room 1024, 450 Fifth Street, N.W., Washington, D.C.
20549 or at the Securities and Exchange Commission's regional offices at Seven World Trade Center,
13th Floor, New York, New York 10048 and 500 West Madison Street, Suite 1400, Chicago, Illinois
60661. The public may obtain information on the operation of the Public Reference Room by calling
the Securities and Exchange Commission at 1-800-SEC-0330. The Securities and Exchange

Commission also maintains an Internet site that contains reports, proxy and information statements



and other information regarding registrants that file electronically with the Securities and Exchange

Commission. The Securities and Exchange Commission's World Wide Web address is

HTTP:/WWW.SEC.GOV.

As a result of the offering, we will become subject to the information and reporting requirements of the
Securities Exchange Act of 1934 and, in accordance therewith, will file periodic reports, proxy
statements and other information with the Securities and Exchange Commission. Upon approval of
the common stock for the quotation on the Nasdaq National Market, such reports, proxy and
information statements and other information may also be inspected at the offices of Nasdaq
Operations, 1735 K Street, NW., Washington D.C. 20006.

We intend to furnish holders of the common stock with annual reports containing, among other
information, audited consolidated financial statements certified by an independent public accounting
firm and quarterly reports containing unaudited condensed financial information for the first three
quarters of each fiscal year. We intend to furnish such other reports as we may determine or as may be

required by law.
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Report of Independent Accountants

To the Board of Directors of Harris Interactive Inc.

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements
of operations, stockholders' equity and of cash flows present fairly, in all material respects, the financial
position of Harris Interactive Inc. (the Company) and its subsidiaries at June 30, 1999 and 1998 and
the results of their operations and their cash flows for each of the three years in the period ended June
30, 1999, in conformity with generally accepted accounting principles. 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 of these statements in accordance

with generally accepted auditing standards which 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, assessing the accounting principles used and significant estimates made by

management, and evaluating the overall financial statement presentation. We believe that our audits

provide a reasonable basis for the opinion expressed above.

PRICEWATERHOUSECOOPERS LLP Rochester, New York September 1, 1999, except as to Note 16,

which is as of September 7, 1999

Harris Interactive Inc. and Subsidiaries

Consolidated Balance Sheets

FORMA
(NOTE 2)

(UNAUDITED)

ASSETS
Current assets:

Cash and cash equivalents. .. ...ttt ittt eannnnns

108,161

Accounts receivable. . ...ttt i e e

5,989,164
Costs and estimated earnings in excess of billings on uncompleted

[0 0 o =Y

1,705,943

Prepaid EXPENSES . i vttt ettt e e et et e et e

82,728

Deferred INCOME TAXES . i i ettt ettt ettt et eeeeeeeeeeeeaannnnnnns

29,000

Income taxes receivable.......oiiiiiiiiiiiiinieitinneeeeneeaeennns

41,633

Loan to officer. .ot i i i i i i e e e e
Total current assSets. .. .v ittt ittt

7,956,629

Property, plant and equipment, net........ ...t iiiinnnnnnnnnn

5,028,785
Goodwill, less accumulated amortization of $249,722 in 1998 and

$353,055 AN 1999 . ittt et e

1,196,945

Deferred INCOME TAXES . it ittt ettt ettt et et e eeeeeeeeeeeeaaannnnnnns

451,000

[0 g T = T Y - o=

151,535

14,784,894
LIABILITIES AND STOCKHOLDERS'

Current liabilities:

Current installment of long-term debt........... ... ...
Accounts payable. ...t e e e e e e

1,843,264

TR U T=Te IOt o Y=T o T X =

1,799,980

EQUITY

JUNE 30,
1998 1999
$ 3,751 % 108,161 $
3,918,278 5,989,164
1,249,129 1,705,943
64,432 82,728
191,000 29,000
786,361 41,633
42,500
6,255,451 7,956,629
1,814,326 5,028,785
1,300,278 1,196,945
289,000 451,000
138,735 151,535
$ 9,797,790 $ 14,784,894 $
$ 300,000
177,712 $ 1,843,264 §$
2,648,379 1,799,980

PRO



Short-term borroOWIiNgS . .« v vttt ittt ittt it teee e eneeaeannns 2,217,920 291,300
291,300

Billings in excess of costs and estimated earnings on uncompleted

[0 b o= o 3,107,197 3,470,492
3,470,492

Total current liabilities.....uuiiiin ittt i tnieeeeannnn 8,451,208 7,405,036
7,405,036
Long-term debt, excluding current installment........................ 400,000

e = A 1= o B o - P 8,851,208 7,405,036
7,405,036
Mandatory redeemable preferred stock.......... ..., 15,876,000

Stockholders' equity (deficit):
Common stock, $.01 par value -
Authorized--56,000,000 and 28,000,000 shares in 1998 and 1999,

respectively
Issued and outstanding--12,062,960 shares in 1998 and 10,870,692
Shares dNn 1999 . . ittt ittt ittt i ittt ittt ittt 120,629 108,706
226,609
Additional paid-in capital......c.ciiiiiiiiiiiiiie it e et 492,120 4,812,824
19,394,921
Unamortized deferred compensation.........c.uiiueiiinneennnneennnnns (650,180)
(650,180)
Retained earnings (deficit)......uuiiiiiininii i iiiinnnnnnnnn 333,833 (12,767,492)
(11,591,492)
Total stockholders' equity (deficit)........oiuiiiiiiininnnnnnn. 946,582 (8,496,142)
7,379,858
$ 9,797,790 $ 14,784,894 $
14,784,894

The accompanying notes are an integral part of these consolidated financial statements.

Harris Interactive Inc. and Subsidiaries Consolidated
Statements of Operations

For the Years Ended June 30,

1997 1998
1999
REVENUES TIOM SEIVICES . vttt ittt ttit ettt ttteeeeenneeennnnnees $ 23,326,862 $ 26,290,496
$28,965,299
CoSt Of SEBIVICES. .ttt ittt ittt ittt eaaaaaaaaans 15,629,282 16,617,755
19,086,311
GroSS ProOTat. ittt ittt i ittt ettt et e e e 7,697,580 9,672,741
9,878,988
Database development eXpenSesS. ... ...t iiiieeeeeeeennnnn 2,753,000
4,505,000
Selling, general and administrative expenses..............ccvvuinn.. 6,390,753 9,811,788
14,400,996
Operating income (L10SS) v e uu e innne e ieeneeeenneeennneeennnann 1,306,827 (2,892,047)
(9,027,008)
Other income (deductions):
Interest ANCOME. .« vt ittt ittt ettt ettt taeeneenneanennens 29,735 5,269
206,531
INTErEST EXPENS . i it ittt ittt ettt ettt eeeneeeenneeeanneennnnas (118,583) (166,329)
(26,202)
(88,848) (161,060)
180,329

Earnings (loss) before income taxes.........oveiiiueennnnnnn. 1,217,979 (3,053,107)



(8,846,679)
Income tax expense (benefit).......c.uuiiiiiiiiienenineeenennnnnnnn.
Net earnings (10SS) . u et i e en et iet e e e eieennnenenns

(8,846,679)
Accrued dividends on preferred stock...........oiiiiiiiiiinnnnnnn..
(1,176,000)
Net earnings (loss) available to holders of common stock...........
(10,022,679)
Basic net earnings (loss) per share..........ouuiiiieinnnnennnnnnn
(1.01)

Weighted average shares outstanding--basic.......................
9,955,261
Diluted net earnings (loss) per share..........uiiiieennnneennnnnn
(1.01)

Weighted average shares outstanding--diluted.....................
9,955,261

490,000
727,979

$ 727,979 $

$ .06 $
11,741,935

$ .06 $

12,371,865

The accompanying notes are an integral part of these consolidated financial statements.

Harris Interactive Inc. and Subsidiaries
Statements of Stockholders’ Equity

COMMON STOCK
OUTSTANDING
TOTAL
STOCKHOLDERS'
SHARES AMOUNT

EQUITY

Balance at June 30, 1996...........

1,544,961 $ 1,662,892

Issuance of common stock...........

74,205

Purchase and retirement of common
stock from a related party.......

(72,638)

Net earnings.......covvviinnnnnnn.

727,979 727,979

Balance at June 30, 1997...........

2,272,940 2,392,438

Issuance of common stock...........

90,178

Purchase and retirement of common

11,793,096 $ 117,931

276,332 2,763 $

(306,768) (3,068)

11,762,660 117,626

314,664 3,147

(14,364) (144)

Compensation expense on stock
options issued...................

409,752

Net 10SS. . iiiiiiieennnnnnn

(1,939,107) (1,939,107)

Balance at June 30, 1998...........

333,833 946,582

Purchase and retirement of common

12,062,960 120,629

(2,382,296) (23,823)

(2,484,048) (2,999,991)

Issuance costs incurred on
preferred stock..................

(594,598) (594,598)

Issuance of common stock...........

4,158,860

1,190,028 11,900

ADDITIONAL

PAID-IN

CAPITAL

Consolidated

UNAMORTIZED
DEFERRED

COMPENSATION

71,442

(69,570)
1,872
87,031

(6,535)

409,752

492,120

(492,120)

4,146,960

(1,114,000)
(1,939,107)

(1,939,107) $

(.16) $

11,903,256

(.16) $

11,903,256

RETAINED

EARNINGS

(DEFICIT)



Deferred compensation on stock
options issued (but not

vested) ..ot 665,864 $ (665,864)

Amortization of deferred

compensation.......... ... 15,684
15,684
Accrued dividends on preferred
stocK. oo v i i e
(1,176,000) (1,176,000)
Net 10SS. . iiiiiiiinnnnnnnnnn
(8,846,679) (8,846,679)
Balance at June 30, 1999........... 10,870,692 $ 108,706 $ 4,812,824 $ (650,180) $

(12,767,492) $ (8,496,142)

The accompanying notes are an integral part of these consolidated financial statements.

Harris Interactive Inc. and Subsidiaries Consolidated

Statements of Cash Flows

For the Years Ended June 30,

1999
Cash flows from operating activities:
Net €arnings (L0SS ) c ettt ittt ieiteeeeteeeeneeeeeneeeeanaeeannnnn
(8,846,679)
Adjustments to reconcile net earnings (loss) to net cash provided by
(used in) operating activities --
Depreciation and amortization...........c.eeeiiiiiiiiiiennaaann
1,261,141
Amortization of deferred compensation.......... ...,
15,684
Deferred INCOME TAXES . it ettt ettt ettt eeeeeeeeeeeeeeaaannannnn
(Increase) decrease in --
Accounts receivable. . ...ttt i e e
(2,070,886)
Costs and estimated earnings in excess of billings on uncompleted
[T Yo o o= o =P
(456,814)
Prepaid EXPENSES . v vttt ittt ettt e e e e
(18,296)
Income taxes receivable. ... ...ttt ittt teieeeeeaaannnnnnn
744,728
Other assets. ..ttt i ettt
(12,800)
Increase (decrease) in--
Accounts payable. .. v it i e e it et e e
1,665,552
ACCTUEA EXPENSES e v vttt ettt eeeneeeeeneeeenneeeeneeeeenneeennnesnn
(848,399)
Income taxes payable. ...ttt ittt ettt e et
Billings in excess of costs and estimated earnings on uncompleted
[0 o o= Y 2 o
363,295
Net cash provided by (used in) operating activities...........
(8,203,474)
Cash flows from investing activities:

1997

727,979 $

639,924

(29,000)

(1,521,032)

(1,260,673)

38,710

(12,009)

192,404
505,086
206,952
559,527

47,868

1998

(1,939,107) $

782,649

(385,000)

305,715

681,339
(6,002)
(786,361)

(12,260)

(304,395)
1,076,374

(221,411)

(227,071)

(1,035,530)



Repayment (borrowings) of loan to officer.........c.cieiiiiiuennnnnnn 17,500 (25,000)
42,500

Capital eXPenditUres . « vttt et et et ettt et et (689,255) (976,971)
(4,372,267)
Net cash used in investing activities............c.cciiuiiinnn.. (671,755) (1,001,971)
(4,329,767)
Cash flows from financing activities:
Principal payments under long-term debt............c.iiuinininnnn.. (720,783) (400,000)
(700,000)
Increase (decrease) in short-term borrowings..........c.oveeeeniuen... 618,600 1,599,320
(1,926,620)
Net proceeds from issuance of preferred stock...........ooiuuuuuo...
14,105,402
Repurchase of common StOCK. .. .uv ittt ittt ettt e eeeaeennnn (72,638) (6,679)
(2,999,991)
Issuance of common stock and stock options...........ccuuiviiinnnnnn. 74,205 499,930
4,158,860
Net cash (used in) provided by financing activities............. (100,616) 1,692,571
12,637,651
Net (decrease) increase in cash and cash equivalents.................. (724,503) (344,930)
104,410
Cash and cash equivalents at beginning of year.................ooo... 1,073,184 348,681
3,751
Cash and cash equivalents at end of year.........ciiiiiiiiennnnnnn. $ 348,681 $ 3,751 $
108,161

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid (received) during the year for:

0= o Y= P $ 133,583 $ 171,329 $
34,952

INCOME AXE S e v v vt ettt ettt ettt ettt e et ee e e eeesaaeeeeeeeeeeeeeeeeeennn $ 378,048 $ 255,574 $
(748,117)

The accompanying notes are an integral part of these consolidated financial statements.

Harris Interactive Inc. and Subsidiaries

Notes to Consolidated Financial Statements
Years Ended June 30, 1997, 1998 and 1999

1. Business

Harris Interactive Inc. and Subsidiaries (the Company) is a marketing research, consulting and polling
firm. The Company conducts work in a number of specialized areas: Commercial Market Research,
Media Research and Polling, Health Care Research and Customer Satisfaction Research, employing
various methods of data collection, including using their exclusive panel of on-line respondents for

both custom and multi-client projects.



The Company includes the accounts of Gordon S. Black Corporation (GSBC), GSBC Ohio Corporation,
with principal operations located in Youngstown, Ohio and Louis Harris & Associates, Inc. (LHA), with
principal operations located in New York, New York. During fiscal 1999, the Company changed its

name from Harris Black International, Ltd. to Harris Interactive Inc.

2. Summary of Significant Accounting Policies

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of GSBC, GSBC Ohio
Corporation and LHA. All intercompany balances and transactions have been eliminated in

consolidation.

Unaudited Pro Forma Balance Sheet

The Company's Preferred Stock automatically converts into Common Stock concurrent with the
closing of an initial public offering (Note 11). Accordingly, the unaudited pro forma balance sheet has
been presented on a basis to give effect to the automatic conversion of such stock as of the closing date

of the initial public offering which is assumed to have been converted as of June 30, 1999.

Cash and Cash Equivalents

Cash equivalents include marketable securities with original maturities of three months or less.

Fixed Assets

Fixed assets are stated at cost. Depreciation of fixed assets is calculated on the straight-line or
accelerated methods over the estimated useful lives of the assets, which are generally 3 to 7 years.
Leasehold improvements are amortized on the straight-line method over the estimated useful life of

the assets or lease term, whichever is shorter.

Goodwill

Goodwill, which represents the excess of the purchase price over fair value of LHA's net assets
acquired, is amortized on a straight-line basis over 15 years. The Company evaluates goodwill and all
long-lived assets for impairment at least annually. In completing this evaluation, the Company
compares its best estimate of future cash flows with the respective carrying value of such assets.
Amortization expense amounted to $103,333 in each of the fiscal years ended 1997, 1998 and 1999,

respectively.



Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)

Years Ended June 30, 1997, 1998 and 1999

2. Summary of Significant Accounting Policies (Continued)
Revenue Recognition

The Company recognizes revenue from services principally on the percentage of completion method in
the ratio that costs incurred bears to estimated cost at completion. Revenues include amounts billed to
customers to cover subcontractor costs and other direct expenses. Provision for estimated contract

losses, if any, is made in the period such losses are determined.

Internet Database Development Expenses

The Company is in the process of developing a database of e-mail addresses through a strategic alliance
formed with a marketing services firm. The Company is using these addresses to conduct marketing
research, polling and surveys on behalf of its customers. The costs to acquire these addresses and other
external database development costs approximated $2.8 million and $4.5 million in fiscal 1998 and
1999, respectively. Such costs have been classified as database development expenses in the

consolidated statement of operations and 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 that affect the reported amount of assets and
liabilities and disclosures of contingent assets and liabilities, if any, at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual

results could differ from those estimates.

Fair Value of Financial Instruments

Cash, accounts receivable and Preferred Stock are valued at their carrying or redemption amounts,
which are reasonable estimates of their fair value. The carrying value of the note payable and short-
term borrowings approximates fair value, as the interest rate on this debt approximates market rates at

June 30, 1998 and 1999. The fair value of all other financial instruments approximates cost.



Concentration of Credit Risk

Financial instruments which potentially expose the Company to concentrations of credit risk consist
principally of accounts receivable as well as costs and estimated earnings in excess of billings on
uncompleted contracts. The Company performs ongoing credit evaluations of its customers' financial
condition and based upon the existing client portfolio and limited historical write-offs, management

believes that a reserve for doubtful accounts is not considered necessary.

Income Taxes

The Company accounts for income taxes using the asset and liability approach which requires
recognition of deferred tax liabilities and assets for the expected future tax consequences of temporary

differences between the carrying amounts and the tax basis of such assets and liabilities.

This method utilizes enacted statutory tax rates in effect for the year in which the temporary

differences are expected to reverse and gives immediate effect to changes in income tax rates upon
Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)

Years Ended June 30, 1997, 1998 and 1999

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) enactment. Deferred tax
assets are recognized, net of any valuation allowance, for deductible temporary differences and net

operating loss and tax credit carryforwards.

Recent Pronouncements

In March 1998, the AICPA issued Statement of Position 98-1 (SOP 98-1), "Accounting for the Costs of
Computer Software Developed or Obtained for Internal Use." SOP 98-1 requires companies to
capitalize certain costs of computer software developed or obtained for internal use, provided that
those costs are not research and development. The Company expects to adopt the provisions of SOP
98-1 in fiscal 2000. Management has not yet determined the effect that the adoption of SOP 98-1 will

have on the Company's results of operations or financial position.



Reclasstfications

It is the Company's policy to reclassify amounts in prior year's financial statements to conform with the

current year's presentation.

3. Contracts in Progress

Accumulated costs and estimated earnings and billings on contracts in progress at June 30 follows:

1998 1999
Accumulated costs and estimated earnings............iiiiiiinnn.. $ 6,368,573 $ 6,407,993
LESS--BillaingsS . vuiiitttiieeettineeeeeeneeeeeonaeeeenneeneenns (8,226,641) (8,172,542)

$ (1,858,068) $ (1,764,549)

Contracts in progress are included in the accompanying balance sheets under the following captions:

1998 1999
Costs and estimated earnings in excess of billings on

uncompleted CONtracts. . vuvitii it ittt it e i it $ 1,249,129 $ 1,705,943
Billings in excess of costs and estimated earnings on

uncompleted CONtractS. . vuunn ittt ittt it eeineeennnannn (3,107,197) (3,470,492)

$ (1,858,068) $ (1,764,549)

4. Loan to Officer

The Company made a demand loan of $70,000 to an officer of the Company with an outstanding
balance of $42,500 at June 30, 1998. This loan was collateralized by 700,000 shares of Company stock
held by the officer. The loan was fully repaid in fiscal 1999.

Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)

Years Ended June 30, 1997, 1998 and 1999

5. Property, Plant and Equipment

Property, plant and equipment consists of the following:



June 30,

1998 1999
Furniture and faXtUTeS . . n ittt ettt ettt ittt e eeeeeeeeeeeenn $ 832,088 $ 1,393,560
e LU A o)1 1T=Y o 3,441,165 6,435,848
Leashold improvements . ...ttt ittt i ettt et enneeeeennnnn 771,562 1,587,674
5,044,815 9,417,082
LESS--Accumulated depreciation........oeeeiiueeennneeennneennnn (3,230,489) (4,388,297)
$ 1,814,326 $ 5,028,785

Depreciation expense amounted to $536,591, $679,316 and $1,157,808 in fiscal years 1997, 1998 and
1999, respectively.

The Company has several noncancelable operating leases for office space and office equipment. Future

minimum lease payments under noncancelable operating leases as of June 30, 1999 are as follows:

Years Ending June 30:

220101 PP $ 1,418,836
220 L0 PP 1,415,437
201072 1,295,709
20101 AP 1,149,275
20107 PP 580,500
2005 and beYONd. .ottt ittt i e et et e et e e e e 265,250

Total rental expense for operating leases in 1997, 1998 and 1999 was $1,173,277, $1,335,315 and
$1,612,459, respectively.

6. Business Segment and Geographical Information

In 1999, the Company adopted Statement of Financial Accounting Standards (SFAS) No. 131,

"Disclosure About Segments of an Enterprise and Related Information." SFAS No. 131 superseded
SFAS No. 14, "Financial Reporting for Segments of a Business Enterprise," replacing the "industry
segment" approach with the "management” approach. The Company operates in a single domestic

market engaged principally in marketing research, consulting and polling.

For the year ended June 30, 1999, revenues from the Company's two largest customers comprised 15%
and 14% of revenues, respectively. For the year ended June 30, 1998, revenues from the two largest
customers comprised 19% and 15% of revenues. For the year ended June 30, 1997, revenues from one

major customer amounted to 22% of revenues.



Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)

Years Ended June 30, 1997, 1998 and 1999

7. Accrued Expenses

Accrued expenses consisted of the following at June 30:

1998 1999

Internet database development €XpPeENSES........viiiieinnneeennnnnnn $ 1,000,000

Payroll and withholding eXpenses.........ceuiiiiiiinnneeennnennnnn 754,053 $ 474,233
BONUSE S . i ittt ittt ittt et et e e e et e e e e e e 665,000 838,700
[0l = PPN 229,326 487,047

$ 2,648,379 $ 1,799,980

8. Long-term Debt

Long-term debt consisted of the following at June 30:

1998 1999

Note payable to Gannett Co., Inc.

Interest is payable quarterly at 7 1/2%......ccuiuuiiiniiinninnnnnns $ 700,000 $ --
LESS—-Current 1nstallment. .ottt ettt ettt eee et eeneeneenns (300,000)

Long-term debt, excluding current installment.............ciiiiinnnn.. $ 400,000 $ --

The note payable was paid in fiscal 1999.

9. Line of Credit

The Company maintains a line of credit with a commercial bank providing borrowings up to
$3,000,000 in fiscal 1998 and $1,500,000 in fiscal 1999 at prime plus 1%. The prime rate in effect at
June 30, 1999 was 7.75%. Borrowings under this arrangement are due upon demand. The Company
had borrowings of $2,217,920 and $291,300 under this agreement at June 30, 1998 and 1999,
respectively. The line of credit is collateralized by the assets of the Company.



Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)

Years Ended June 30, 1997, 1998 and 1999

10. Income Taxes

Income tax (benefit) expense consists of:

Current Deferred Total

1999:
L= 1= o= Y $ - $ - $ --
State
$ - $ - 3 --
1998:
Federal. ... .ottt ittt ettt $ (728,300) $ (170,500) $ (898,800)
Lo o= of 2 (700) (214,500) (215,200)
$ (729,000) $ (385,000) $ (1,114,000)
1997:
Federal. . ...ttt ittt e ittt $ 419,000 $ (29,000) $ 390,000
o= = 100,000 - 100,000

$ 519,000 $ (29,000) $ 490,000

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax
purposes. A valuation allowance was recorded in 1999 primarily related to federal and state net
operating loss carryforwards generated for the year ended June 30, 1999. The Company continually
reviews the adequacy of the valuation allowance and recognizes these benefits only as reassessment
indicates that it is more likely than not that the benefits will be realized. The components of deferred

income tax assets at June 30 are presented below:

1998 1999
Deferred tax assets:
Net operating loss carryforwards..........oeeiiiueennneeennnneennns $ 191,000 $ 3,659,000
Financial statement versus tax depreciation....................... 64,000 62,000
Tax credit carryforwards. .. ...ou ittt ittt e tneeeeeannnn 78,000 93,000
Compensation expense accounted for differently between financial
reporting and taX PUIPOSES .« v vttt ettt ettt ettt eeeeennnnnnnnnannns 147,000 153,000
Book expenses currently not deductible for tax purposes........... 29,000
Gross deferred tax @SseltsS....uuiiiiiiiiin ittt 480,000 3,996,000
LESS--Valuation @lloWanCe . ... eeeeeeeeeeeeeeeeennn (3,516,000)
Net deferred tax 8SSEtS...uuiiii ittt ieeeieannnnn $ 480,000 $ 480,000

The New York State and Federal net operating loss carryforwards (NOLs) of approximately
$11,120,000 and $9,149,000, respectively, expire at various times through 2019.



Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)

Years Ended June 30, 1997, 1998 and 1999

10. INCOME TAXES (CONTINUED) The differences between income taxes (benefit) at the U.S.

statutory rate and the effective rate are summarized as follows:

1997 1998 1999

Provision (benefit) at Federal statutory rate....... $ 414,000 $ (1,038,100) $ (3,008,000)
State income taxes, net of federal income tax

benefit. ..ot e e 66,000 (141,200) (435,000)
Book expenses not deductible for tax................ 64,000 7,400
(0 o Y= 10,000 1,300 (80,400)
Valuation allowanCe. .. ..uieieiniieeeeennenneennens 3,516,000

$ 490,000 $ (1,114,000) $ --

11. Stockholders' Equity

Redeemable Preferred Stock

In July 1998, the Company authorized and issued 147,000 shares of Preferred Stock having a par value
of $.01 per share and received proceeds in the amount of $14,700,000. Beginning November 1, 2002,
the holders may redeem up to an aggregate of 49,000 shares and commencing November 1, 2004, they
may redeem all shares outstanding. The redemption value of Preferred Stock is equal to $100 per share
plus accrued and unpaid dividends. The total redemption value of Preferred Stock at June 30, 1999 in
the amount of $15,876,000 is classified on the Company's balance sheet as mandatory redeemable
Preferred Stock and includes $1,176,000 of accrued and unpaid dividends. In the event of voluntary or
involuntary liquidation of the Company, the holders of Preferred Stock are entitled to receive
liquidating distributions in the amount of $100 per share plus accrued and unpaid dividends before
payment is made to holders of Common Stock. The costs associated with issuing these securities in the
amount of $594,598 were charged to retained deficit due to the fact that the Preferred Stock is

required to be carried at redemption value.

Dividends are cumulative from the date of issuance at an annual rate of 8% and are added to the net

loss in fiscal 1999 in determining net loss per common share.

The Preferred Stock is convertible into 11,790,324 shares of Common Stock at the option of the
holders. In the event of a public offering pursuant to an effective registration statement with the

Securities and Exchange Commission that results in aggregate net proceeds to the Company of not less



than $25,000,000, each share of Preferred Stock will be automatically converted to Common Stock of
the Company.

The holders of Preferred Stock are entitled to vote upon all matters upon which holders of shares of
Common Stock of the Company have the right to vote, and shall be entitled to the number of votes
equal to the largest number of full shares of Common Stock into which shares of Preferred Stock are

then convertible.

Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)
Years Ended June 30, 1997, 1998 and 1999

11. Stockholders' Equity (Continued)

Common Stock

In 1999, the Company amended the Certificate of Incorporation to decrease the number of authorized
Common Stock to 28,000,000 shares.

The Company has outstanding Warrants to purchase 260,960 shares of Common Stock at $1.50 per
share. The Warrants expire in July 2003.

In 1999, the Board of Directors of the Company increased the total number of shares of Common
Stock authorized and reserved for issuance under its stock option plan by 1,120,000 shares to
4,499,600 shares. There were 560,000 shares available for future grant at June 30, 1999.

12. Earnings Per Share

In 1999, the Company adopted SFAS No. 128, "Earnings per Share," which requires the disclosure of
basic and diluted earnings per share. Basic earnings per share is computed based on the weighted
average number of Common Shares outstanding during the period. In arriving at the net loss available
to holders of Common Stock, Preferred Stock dividends of $1,176,000 were added in fiscal 1999.
Diluted earnings per share reflects the potential dilution that could occur if dilutive securities and
other contracts to issue Common Stock were exercised or converted into Common Stock or resulted in

the issuance of Common Stock that then shared in the earnings of the Company.

The table below summarizes the amounts used to calculate basic and dilutive earnings per share:



1997 1998

1999

NET EARNINGS WEIGHTED NET LOSS WEIGHTED
NET LOSS

AVAILABLE TO AVERAGE AVAILABLE TO AVERAGE
AVAILABLE TO

HOLDERS OF OUTSTANDING PER HOLDERS OF OUTSTANDING

PER HOLDERS OF

COMMON STOCK SHARES SHARE COMMON STOCK SHARES
SHARE COMMON STOCK

Basic net earnings (loss) per

share........coviiinnnnnn. $ 727,979 11,741,935 $ .06 $ (1,939,107) 11,903,256 $
(.16)  $(10,022,679)
Effect of dilutive stock

options.......ciiiiiiia. 629,930
Diluted net earnings (loss)
per share............ouuu.. $ 727,979 12,371,865 $ .06 $ (1,939,107) 11,903,256 $
(.16)  $(10,022,679)
WEIGHTED
AVERAGE
OUTSTANDING PER
SHARES SHARE
Basic net earnings (loss) per share.........ccceeueuuee. 9,955,261 $ (1.01) Effect of dilutive stock
OPLiONS...ceveeeeerennenes Diluted net earnings (loss) per share.................. 9,955,261 $ (1.01) All potentially

dilutive securities were excluded from the above calculations for the years ended June 30, 1998 and
1999 because they were antidilutive. The equivalent weighted average share effects of Common Stock
options excluded were 1,186,183 and 2,553,434 in fiscal 1998 and 1999, respectively. The weighted
average potentially dilutive shares related to Preferred Stock excluded were 11,564,208 in fiscal 1999.
The equivalent weighted average share effect of the outstanding Warrant excluded was 255,948 in
fiscal 1999.

13. Employee Stock Option Plan

The Company has a nonqualified and incentive stock option plan that enables key employees and
directors of the Company to purchase shares of Common Stock of the Company. The Company grants

options to key employees to purchase its Common Stock, generally at fair value as of the date of grant,
Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)

Years Ended June 30, 1997, 1998 and 1999

13. EMPLOYEE STOCK OPTION PLAN (CONTINUED) based upon valuations determined by
management and the Board of Directors. Such valuations have been prepared by the Company,

primarily on an annual basis, since June 30, 1993. Options generally vest over a period up to 3 years



and expire after 10 years from the date of grant.

During fiscal 1999, 266,000 options were granted to employees at an amount which was less than the
fair value of the Common Stock as of the grant date. Accordingly, the Company recorded $665,864 in
unamortized deferred compensation for such options which vest over 3 years. Compensation expense
will be amortized over the vesting period and unamortized deferred compensation has been recorded
as a reduction in stockholders' equity. During fiscal 1999, compensation expense recognized in the

consolidated statement of operations amounted to $15,684.

During fiscal 1998, the life was extended on 1,050,000 options. As a result, a new measurement date
occurred. Accordingly, the Company recorded approximately $301,000 in compensation expense for

such options which were fully vested.

Also during fiscal 1998, 980,000 options were granted to employees at an amount which was less than
the fair value of the Common Stock as of the grant date. Accordingly, the Company recorded
approximately $109,000 in compensation expense for such options which vested immediately upon

grant.
Stock option activity is as follows:

NUMBER OF WEIGHTED AVERAGE

SHARES PRICE PER SHARE
Outstanding at June 30, 1996. ... ..ttt iinnennnnnnennn 1,134,000 $ .18
[ =Y o oY 1,136,800 .35
[0 o Te T3 =Y 84,000 .18
Q= == [P 81,200 .35
Outstanding at June 30, 1997 .. ...ttt ittt innnnanennn 2,105,600 .26
(o= o oY N 2,240,000 .42
[0 o Te T3 =Y 770,000 .35
Q= == [P 196,000 .18
Outstanding at June 30, 1998. ... . iiiiitiiittiieieiinnnneeennn 3,379,600 .35
[ =Y o oY 560,000 1.26
[0 o Te T3 =Y 65,352 47
Q= == [P 97,048 .37
Outstanding at June 30, 1999 . ...ttt ittt iinnnnnnennn 3,777,200 .48

Under the provisions of SFAS No. 123, "Accounting for Stock-Based Compensation," the Company has

elected to continue to account for its stock option plan in accordance with the provisions of APB

Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)

Years Ended June 30, 1997, 1998 and 1999

13. EMPLOYEE STOCK OPTION PLAN (CONTINUED) Opinion No. 25. Had compensation cost for
the Company's stock option plan been determined consistent with the provisions of SFAS No. 123, the

Company's net earnings (loss) and net earnings (loss) per share would have been the pro forma amounts



indicated below:

BASIC NET EARNINGS DILUTED NET
EARNINGS
(LOSS)
(LOSS)
PER SHARE PER

SHARE

AVAILABLE TO HOLDERS AVAILABLE
TO HOLDERS

NET EARNINGS (LOSS)
AVAILABLE TO HOLDERS OF COMMON STOCK OF COMMON
STOCK
OF COMMON STOCK
AS PRO AS PRO AS
PRO
REPORTED FORMA REPORTED FORMA REPORTED

FORMA
1997 it e $ 727,979 $ 702,376  $ .06 $ .06 $ .06
$ .06
1998 . ittt (1,939,107) (2,043,487) (.16) (.17) (.16)
(.17)
1999t ittt e e (10,022,679) (10,100,110) (1.01) (1.01) (1.01)
(1.01)

For purposes of this disclosure, the fair value of each option grant was estimated on the date of grant
using the Black-Scholes option-pricing model with the following weighted average assumptions used
for grants outstanding in 1997, 1998 and 1999.

1997 1998 1999

Risk-free interest rate.........ouiiuiiiiiiiiiiii ittt 6.23% 5.68% 4.70%
Weighted average expected life (YEAIS)...uueiiiiiiinnneeennneennnnnnn 3 3 3

The weighted average grant date fair value of options granted in 1997, 1998 and 1999 is summarized
below:

1997 1998
1999
WEIGHTED AVERAGE WEIGHTED

AVERAGE WEIGHTED

FAIR EXERCISE FAIR
EXERCISE FAIR

VALUE PRICE VALUE
PRICE VALUE

Options whose exercise price equaled

the grant date fair value.........oiuiiiiiniinnnennnnnnnn $ .06 $ .35 $ .06 $
47 $ .15
Options whose exercise price was less

than the grant date fair value...........ouiiiiiiinnnnnnn $ .28 $
.24 $ 2.63

AVERAGE EXERCISE PRICE

Options whose exercise price equaled

the grant date fair value........ .ottt iinnnnnnnnn $ 1.26
Options whose exercise price was less

than the grant date fair value............ciiiiiiinnnn.. $ 1.26

The following represents additional information about stock options outstanding at June 30, 1999:



OPTIONS OUTSTANDING

WEIGHTED OPTIONS EXERCISABLE
AVERAGE  mmmmmmmmmem e
RANGE OF REMAINING WEIGHTED WEIGHTED
EXERCISE LIFE AVERAGE AVERAGE
PRICES NUMBER CONTRACTUAL EXERCISE PRICE NUMBER EXERCISE PRICE
PER SHARE OUTSTANDING (YEARS) (PER SHARE) EXERCISABLE (PER SHARE)
.$18--$.24.... 1,204,000 8 $ .20 1,204,000 $ .20
.35--.47..... 2,013,200 8 44 929,712 .42
1.26......... 560,000 10 1.26 7,000 1.26

Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)
Years Ended June 30, 1997, 1998 and 1999

14. 1997 Stock Program

The 1997 Stock Program replaces a similar program enacted in 1993. Under this program, the
Company purchases outstanding shares of Common Stock and may: 1) grant to certain employees the
right to purchase shares; and/or 2) designate that a portion of the compensation payable under the
Company's bonus plans be paid in Common Stock. All purchases and sales are at the same Board-
approved transaction price (deemed to be fair value) and occur within six months following the end of
the Company's year end. The plan has a repurchase requirement whereby the Company must attempt

to repurchase certain amounts of its Common Stock.
Transactions under the 1997 Stock Program are as follows:

1997 1998 1999

NUMBER NUMBER

NUMBER
OF SHARES  AMOUNT OF SHARES  AMOUNT OF

SHARES  AMOUNT

Shares purchased or retired......... ... 306,768 $ 72,638 14,364 $ 6,679
57,540 $ 72,459
Shares 18SUBA. ..t iiii ittt ittt ieeieeennneenanneennn 195,132 46,046 118,664 55,178
57,540 72,459

15.401(K) Plan

Effective January 1, 1995, the Company adopted the Gordon S. Black Corporation 401(k) Plan (the
Plan).



Eligibility to participate in the Plan, including employer matching contributions, if any, is limited to
those employees who are at least 21 years of age and have completed one year of employment with at
least 1,000 hours of service. However, employees are eligible to contribute to the Plan upon completion

of one quarter of service.

Participants may contribute 1% to 18% of compensation. Employer contributions are discretionary,
and include matching contributions and profit sharing contributions. Matching contributions, if made,
are equal to 50% of a participant's contributions, relating to the first 4% of compensation up to a
maximum contribution of $600 per year. Profit sharing contributions may range from 0% to 15% of
the total compensation of the participants in the Plan, and are allocated to each participant based on
the ratio that each participant's compensation bears to the total compensation of all participants

eligible for an allocation.

Matching contribution expense incurred by the Company during 1997, 1998, and 1999 was $72,867,
$80,616 and $94,284, respectively.

16. Subsequent Events

Line of Credit

In July 1999, the Company increased the total amount available under its line of credit from
$1,500,000 to $5,000,000. The interest rate for borrowings on the first $2,000,000 will be prime plus
1% and any borrowings in excess of $2,000,000 will be from 10% to 12%.

Harris Interactive Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Continued)
Years Ended June 30, 1997, 1998 and 1999

16. Subsequent Events (Continued) Stock Split

On September 7, 1999, the Company declared a 28-for-1 stock split. All references in the consolidated
financial statements referring to share prices, conversion rates, per share amounts, stock option plans
and Common Stock issued and outstanding have been adjusted retroactively for the 28-for-1 stock

split.

On September 7, 1999, the Company amended its certificate of incorporation to increase the

authorized number of Common Stock to 100,000,000 with a par value of $0.001 per share.



[Intentionally Omitted]
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Information Not Required in Prospectus

Item 13. Other Expenses of Issuance and Distribution

The following table sets forth all costs and expenses payable by the Registrant in connection with the
issuance and distribution of the common stock being registered, other than underwriting discounts
and commissions. All amounts are estimates, except the SEC registration fee, the NASD filing fee and
the Nasdaq National Market listing fee.

SEC Registration Fee........cccoocuiuvirurinccinicucincnnnnes $ 23,978 NASD Filing Fee......cvuviuneunerneuncrcecnenencncnnnnnens
8,952 Nasdaq National Market Listing Fee.........cccceuovuruviurununnnes 95,000 Legal Fees and
EXPenSses....oouieniinniniincncniniiisenes Accountants Fees and Expenses........cccocececeeeeeerercrerenuenen Printing and
Engraving Fees.......cccoviivnnccncuninienns Blue Sky fees and expenses.......covvvivecucncniisininenns Transfer Agent
and Registrar Fee and Expenses..........cccecuu.... Miscellaneous........cuuueiinueinincnsicncinicsiicsenens
TOLALuerereiciincreneciese s ssessenene $

ltem 14. Indemnification of Directors and Officers

Section 145 of the Delaware General Corporation Law provides that a corporation may indemnify
directors and officers as well as other employees and individuals against expenses (including attorneys'
fees), judgments, fines and amounts paid in settlement actually and reasonably incurred by such person
in connection with any threatened, pending or completed actions, suits or proceedings in which such

person is made a party by reason of such person being or having been a director, officer, employee or



agent to the Registrant. The Delaware General Corporation Law provides that Section 145 is not
exclusive of other rights to which those seeking indemnification may be entitled under any bylaw,
agreement, vote of stockholders or disinterested directors or otherwise. Article VIII of the Registrant's
Bylaws provides for indemnification by the Registrant of its directors, officers and employees to the

fullest extent permitted by the Delaware Corporation Law.

Section 102(b)(7) of the Delaware General Corporation Law permits a corporation to provide in its
certificate of incorporation that a director of the corporation shall not be personally liable to the
corporation or its stockholders for monetary damages for breach of fiduciary duty as a director, except
for liability (I) for any breach of the director's duty of loyalty to the corporation or its stockholders, (ii)
for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation
of law, (iii) for unlawful payments of dividends or unlawful stock repurchases, redemptions or other
distributions, or (iv) for any transaction from which the director derived an improper personal benefit.
Article X of the Registrant's Amended and Restated Certificate of Incorporation provides for such

limitation of liability.

The Registrant intends to obtain directors' and officers' insurance providing indemnification for certain

of the Registrant's directors, officers and employees for certain liabilities.

Reference is also made to the Underwriting Agreement to be filed as Exhibit 1.1 to the Registration
Statement for information concerning the Underwriters' obligation to indemnify the Registrant and its

officers and directors in certain circumstances.

Item 15. Recent Sales of Unregistered Securities

Since September 1, 1996, the Registrant has issued and sold the following unregistered securities:

(a) From September 1996 to September 1999, the Registrant issued and sold an aggregate of 374,248
shares of common stock to directors, officers, employees and former employees at prices ranging from
$0.18 to $0.37 per share, for aggregate cash consideration of approximately $99,032. These shares
were sold pursuant to the exercise of options granted by the Registrant's board of directors. From
September 1996 to September 1999, 371,336 shares of common stock were awarded to officers and
employees pursuant to the Registrant's 1997 Stock Program. As to each director, officer, employee and
former employee of the Registrant who was issued the common stock described in this paragraph, the
Registrant relied upon Rule 701 of the Securities Act of 1933. Each such person purchased securities
of the Registrant pursuant to a written contract between such person and the Registrant. In addition,

the Registrant met the conditions imposed by Rule 701(b).

(b) In July 1998, the Registrant issued and sold an aggregate of 147,000 shares of Series A preferred
stock at a price per share of $100.00, to three accredited investors, as that term is defined in Rule 501
of the Securities Act of 1933, for an aggregate cash consideration of $14,700,000. The shares were sold
pursuant to a purchase agreement between the Registrant and such investors. The Registrant relied

upon Section 4(2) of the Securities Act of 1933 in connection with the sale of these shares.



(c) In July 1998, the Registrant issued a warrant to purchase 260,960 shares of common stock, with an
exercise price per share of $1.50 to The Wallach Company, in consideration for The Wallach
Company's arrangement of the investment referenced in subsection (b) above. The warrant was issued
pursuant to an engagement letter. The warrant may be exercised in whole or in part at any time prior to
the fifth anniversary date of grant and may be exercised for cash or pursuant to a net exercise provision
contained therein. The Registrant relied upon Section 4(2) of the Securities Act of 1933 in connection

with the original issuance of the warrants.

(d) In April 1999, the Registrant issued and sold an aggregate of 1,092,980 shares of common stock at
a price per share of $3.77 to an accredited investor, as that term is defined in Rule 501 of the Securities
Act of 1933, for an aggregate cash consideration of $4,123,000. The shares were sold pursuant to an
investment agreement with the investor. The Registrant relied upon Section 4(2) of the Securities Act

of 1933 in connection with the sale of these shares.

(e) In August 1999, the Registrant issued 44,352 shares of common stock to an individual upon the
exercise, at an exercise price of $1.50 per share, of a warrant. The Registrant received an aggregate
consideration of $66,528. The Registrant relied upon Section 4(2) of the Securities Act of 1933 in

connection with the issuance of the shares.

Appropriate restrictions were contained in the purchase and/or investment contracts relating to the
sale of the securities issued in the above transactions, and appropriate legends were fixed to the
certificates for the securities issued in those transactions. All recipients had adequate access, through

their relationships with the Registrant to information about the Registrant.

There were no underwriters employed in connection with any of the transactions set forth in Item 15.

[tem 16. Exhibits and Financial Statement Schedules

(a) Exhibits

1.1 Form of Underwriting Agreement

3.1 Amended and Restated Certificate of Incorporation of the Registrant

3.2 Form of Amended and Restated Certificate of Incorporation of the Registrant to be
filed upon completion of this offering

3.3 Bylaws of the Registrant

4.1% Specimen Certificate of Common Stock of the Registrant

5.1x% Opinion of Harris Beach & Wilcox, LLP

10.1 1999 Long Term Incentive Plan and form of agreements thereto

10.2 1999 Employee Stock Purchase Plan and form of agreements thereto

10.3x% Agreement between MatchLogic, Inc. and the Registrant dated October 22, 1997,
together with all amendments

10.4% Strategic Alliance Agreement between Market Facts, Inc. and the Registrant dated
April 23, 1998

10.5.1 Confidentiality and Non-Competition Agreement dated September 1, 1999, between the
Registrant and Gordon S. Black

10.5.2 Confidentiality and Non-Competition Agreement dated September 1, 1999 between the
Registrant and David H. Clemm

10.5.3 Confidentiality and Non-Competition Agreement dated September 1, 1999 between the
Registrant and Leonard R. Bayer

10.6.1 Leases for 135 & 60 Corporate Woods, Rochester, New York dated April 12, 1991

between Gordon S. Black Corporation and Corporate Woods Associates, together with



all amendments

10.6.2 Lease for 70 Carlson Road, Rochester, New York dated July 1, 1998 between Gordon S.
Black Corporation and Carlson Park Associates, together with all amendments thereto

10.7x% Lease for 111 Fifth Avenue, New York, New York dated June 9, 1994 between Louis
Harris and Associates, Inc. and B.J.W. Associates

10.8 Registration Agreement dated July 7, 1998 among the Registrant, Brinson Venture

Capital Fund III, L.P., Brinson MAP Venture Capital Fund III Trust and the Virginia
Retirement System

10.9x% Revolving Credit Facility dated August 18, 1999 between Gordon S. Black Corporation
and Manufacturers and Traders Trust Company

10.10% Form of Lock-up Agreement

16.1x% Letter of KPMG LLP

21.1 List of Subsidiaries

23.1% Consent of Harris Beach & Wilcox, LLP (included in Exhibit 5.1)

23.2 Consent of PricewaterhouseCoopers LLP

24.1 Power of Attorney (included on Page II-5)

27.1 Financial Statement Schedules

*To be filed by amendment.

(b) Schedules not listed above have been omitted because the information required to be set forth

therein is not applicable or is shown in the consolidated financial statements or notes thereto.

Item 17. Undertakings

The undersigned Registrant hereby undertakes:

(a) To provide to the underwriters at the closing specified in the underwriting agreements, certificates
in such denominations and registered in such names as required by the underwriters to permit prompt

delivery to each purchaser.

(b) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted
to directors, officers and controlling persons of the registrant pursuant to the foregoing provisions, or
otherwise, the registrant has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Securities Act of 1933
and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities
(other than the payment by the registrant of expenses incurred or paid by a director, officer or
controlling person of the registrant in the successful defense of any action, suit or proceeding) is
asserted by such director, officer or controlling person in connection with the securities being
registered, the registrant will, unless in the opinion of its counsel the matter has been settled by
controlling precedent, submit to a court of appropriate jurisdiction the question whether such
indemnification by it is against public policy as expressed in the Securities Act of 1933 and will be

governed by the final adjudication of such issue.

(c) That, for purposes of determining any liability under the Securities Act of 1933, 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)
under the Securities Act of 1933 shall be deemed to be part of this Registration Statement as of the

time it was declared effective.



(d) That, for the purpose of determining any liability under the Securities Act of 1933, 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, the Registrant has duly caused this
Registration Statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the

City of Rochester, State of New York on September 17, 1999.

Harris Interactive Inc.

By: /s/ GORDON S. BLACK Gordon S. Black, Chief Executive Officer and Chairman of the Board

Power of Attorney

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes
and appoints, jointly and severally, Gordon S. Black and Bruce A. Newman, and each of them, as his or
her true and lawful attorneys-in-fact and agents, with full power of substitution and re-substitution for
him or her, and in his or her name, place and stead, in any and all capacities, to sign any and all pre-
effective or post-effective amendments to this Registration Statement on Form S-1, any and all
registration statements filed pursuant to Rule 462 under the Securities Act of 1933 in connection with
or related to the offering contemplated by this registration statement and its amendments, and to file
the same, with all exhibits thereto and other documents in connection therewith, with the United
States 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 each and every act and thing requisite or
necessary to be done in and about the premises, as fully to all intents and purposes as he or she might
or could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents, or any

of them, or their substitutes, may lawfully do or cause to be done by virtue hereof.

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES ACT OF 1933, THIS
REGISTRATION STATEMENT HAS BEEN SIGNED BY THE FOLLOWING PERSONS IN THE
CAPACITIES AND ON THE DATES INDICATED.

Dated: September 17, 1999 /s/ GORDON S. BLACK Gordon S. Black, Chief Executive Officer and
Chairman of the Board (Principal Executive Officer) Dated: September 17, 1999 /s/ DAVID H.
CLEMM David H. Clemm, President, Chief Operating Officer and Director Dated: September 17, 1999
/s/ BRUCE A. NEWMAN Bruce A. Newman, Chief Financial Officer (Principal Financial and
Accounting Officer) Dated: September 17, 1999 /s/ LEONARD R. BAYER Leonard R. Bayer, Director



Dated: September 17,1999 /s/ THOMAS D. BERMAN Thomas D. Berman, Director Dated: September
17,1999 /s/ G. THOMAS CLARK G. Thomas Clark, Director Dated: September 17, 1999 /s/ JAMES R.
RIEDMAN James R. Riedman, Director
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