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In this document, "United Online," the 'f@pany," "we," "us" and "our" collectively refers timited Online, Inc. and its wholly-owned
subsidiaries.

PART I. FINANCIAL INFORMATION

UNITED ONLINE, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

December 31, June 30,
2001 2001
(unaudited)
Assets
Current asset:
Cash and cash equivalel $ 60,347,00 $ 60,087,00
Shor-term investment 65,434,00 59,129,00
Restricted cas 4,374,001 13,524,00
Accounts receivable, net of allowance for doubsfttounts of $395,000 a
$354,000 at December 31, 2001 and June 30, 11,705,00 9,027,001
Other current asse 3,410,001 5,823,001
Total current asse 145,270,00 147,590,00
Property and equipment, r 25,583,00 28,877,00
Restricted cas 2,253,001 2,253,001
Goodwill 9,402,001 —
Intangible asset 56,652,00 1,466,001
Other asset 3,473,001 3,677,001
Total asset $ 242,633,000 $ 183,863,00

& ]
Liabilities and Stockholders' Equity
Current liabilities:

Accounts payabl $ 24,066,00 $ 24,870,00



Accrued liabilities 10,708,00 5,756,00i
Deferred revenu 17,409,00 4,404,001
Current portion of notes payat 191,00( 1,710,001
Current portion of capital leas 5,071,00! 4,852,00
Total current liabilities 57,445,00 41,592,00
Notes payable, less current port — 433,00(
Capital leases, less current port 748,00( 2,881,001
Commitments and contingencies (Note
Stockholders' equity
Common stocl 4,00( 3,00(
Treasury stocl (1,058,00) —
Additional pait-in capital 539,035,00 460,991,00
Notes receivable from stockholde (847,000 (829,000
Deferred stoc-based charge (2,960,00) (9,708,00i)
Accumulated other comprehensive inca 512,00( 867,00(
Accumulated defici (350,246,00) (312,367,00)
Total stockholders' equit 184,440,00 138,957,00
Total liabilities and stockholders' equ $ 242,633,00 $ 183,863,00

The accompanying notes are an integral part okthes
unaudited condensed consolidated financial stat&snen
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UNITED ONLINE, INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF

OPERATIONS AND COMPREHENSIVE LOSS

Three Months Ended
December 31,

Six Months Ended
December 31,

2001 2000

2001 2000

Revenues
Billable services $ 41,035,000 $ 105,00 $
Advertising and commerce 7,012,001 15,904,00

48,698,00 $
13,457,00

538,00(
31,937,00

Total revenues 48,047,00 16,009,00!

62,155,00

32,475,00

Operating expenses
Cost of billable services (including stock-basedrges of $52,000 and $fer
the quarters ended December 31, 2001 and 200(%&HA00 and $— for the
six months ended December 31, 2001 and 2000, rixaplgy 23,265,00! 54,00(
Cost of free services (including stock-based chanfe$27,000 and $89,000
for the quarters ended December 31, 2001 and 20@D$60,000 and
$239,000 for the six months ended December 31, 20012000, respectively) 8,722,001 21,675,00
Sales and marketing (including stock-based chavf§238,000 and
$1,451,000 for the quarters ended December 31, 2002000, and
$(154,000) and $2,589,000 for the six months ermecember 31, 2001 and
2000, respectively 10,059,00! 17,172,00
Product development (including stock-based chaof&§69,000 and
$2,772,000 for the quarters ended December 31, 2082000, and $893,000
and $3,523,000 for the six months ended Decemhe2(®11 and 2000,
respectively 7,418,001 8,663,001
General and administrative (including stock-badearges of $1,638,000 and
$2,095,000 for the quarters ended December 31, 2002000, and
$2,699,000 and $4,789,000 for the six months efEmkmber 31, 2001 and
2000, respectively) 9,151,001 8,304,001

Restructuring costs 2,075,001 —

31,542,00

21,978,00

13,998,00

12,081,00

17,164,00
2,435,001

225,00(

40,152,00

31,177,00

13,634,00

15,707,00



Amortization of goodwill and intangible assets

Total operating expenses
Loss from operation

Interest income, net
Other income (expense), net

Net loss

Unrealized loss on short-term investments
Comprehensive los

Basic and diluted net loss per share

Shares used to calculate basic and diluted nepleisshare

4,685,001 6,380,001 4,786,001 10,198,00
65,375,001 62,248,001 103,984,00 111,093,00
(17,328,00) (46,239,00) (41,829,00) (78,618,00)

1,585,001 2,884,001 2,943,001 6,437,001

— — 1,007,001 (39,000

$ (15,743,00) $ (43,355,00) $ (37,879,00) $ (72,220,00)
. N ____________§ |
(463,000 — (655,00() —

$ (16,206,00) $ (43,355,00) $ (38,234,00) $ (72,220,00)
. N ____________§ |
$ (0.41) $ (1.90 $ (119 $ (3.26)
& N ____________N |
38,863,001 22,832,001 31,795,00 22,185,00

The accompanying notes are an integral part okthes
unaudited condensed consolidated financial statemen
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UNITED ONLINE, INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW

Six Months Ended December 31,

Cash flows from operating activitie
Net loss $
Adjustments to reconcile net loss to net cash fmedperating activities
Depreciation and amortizatic
Loss (gain) on sale of ass:
Allowance for doubtful accoun
Stocl-based charges, n
Other
Changes in operating assets and liabilities (exetuthe effects of
acquisitions)
Restricted cas
Accounts receivabl
Other asset
Accounts payable and accrued expel
Deferred revenu

Net cash used for operating activit

Cash flows from investing activitie
Purchases of property and equipm
Purchase of patent rigr
Purchase of shc-term investment
Proceeds from sale of sh-term investment
Proceeds from sale of ass
Cash paid for acquisitions, net of cash acqu

Net cash provided by (used for) investing actigi

2001 2000
(37,879,00) $ (72,220,00)
14,356,00 17,833,00
(136,000 71,00(
41,00 208,00(
3,565,001 11,140,00
(37,000 (12,000
9,150,001 774,00(
2,910,001 (2,744,00)
2,130,001 (5,576,001
(17,822,00) 1,296,001
3,220,001 (764,000
(20,502,00) (49,994,00)
(436,000) (3,365,001
(18,000 (81,000
(34,605,00) (66,067,00)
27,945,00 26,470,00
1,190,001 —
32,307,00 (7,396,001
26,383,00 (50,439,00)




Cash flows from financing activitie

Payments on capital leas (2,581,00i) (3,670,00i)
Payments on notes payal (1,952,00i) (791,000
Proceeds from exercise of stock opti — 19,00(
Common stock repurchas (1,088,001 —
Net cash used for financing activiti (5,621,00i) (4,442,00i)
Change in cash and cash equivals 260,00( (104,875,00)
Cash and cash equivalents, beginning of pe 60,087,00 201,512,00
Cash and cash equivalents, end of pe $ 60,347,000 $ 96,637,00

& |
Supplemental disclosure of r-cash investing activitie:
Stock issued for acquisitiol $ 76,856,000 $ 49,802,00

The accompanying notes are an integral part okthes
unaudited condensed consolidated financial statesnen
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UNITED ONLINE, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1. Organization and Business.

United Online, Inc. ("United Online" or th€ompany") is a leading provider of value-priceteinet access services. The Company was
incorporated in Delaware in June 2001 and was fdrimeonnection with the merger of NetZero, IndNgtZero") and Juno Online
Services, Inc. ("Juno") into two of United Onlina/kolly-owned subsidiaries, which was consummate&eptember 25, 2001 (the
"Merger"). The Merger was accounted for under theepase method of accounting and, as a result,é¥et@nd Juno each became wholly-
owned subsidiaries of United Online. For finaneietounting purposes, NetZero was the acquiror.

United Online, under both the NetZero amdoJbrand names, offers consumers both free angyaiced Internet access, e-mail and
customizable navigation tools. The Company's sesvare currently available in more than 5,000 c#ieross the United States and Canada.
In addition to offering consumers access to thertrdt, United Online offers marketers the abilitydeliver their messages through several
online advertising channels to select users oftimpany's services. United Online also offers athas and commerce partners a variety of
additional online advertising products, includingine market research and measurement services.

2. Basis of Presentation.

The condensed consolidated financial statgésnand notes for the six months ended Decemb@0B1 reflect the financial results of
NetZero, as predecessor to United Online, prighéoMerger and the combined results of NetZeroJamidb subsequent to the Merger. A
result, the operating results presented for theetlind six months ended December 31, 2000 exdhedesults of Juno. In addition, since the
operating results for the six months ended DecerdbeP001 only include Juno's results subsequethietdlerger, the results do not reflect
the additional amortization expense that would Haeen incurred if the Merger had closed at therbegg of fiscal 2001.

The accompanying condensed consolidateshdial statements are unaudited except for thenbalsheet information at June 30, 2001
and include United Online and its wholly-owned sdiagies. All significant intercompany accounts drehsactions have been eliminated in
consolidation. The condensed consolidated finastéements, in the opinion of management, reibetdjustments (consisting only of
normal recurring adjustments) that are necessarg fair presentation of the results for the pesistlown. The results of operations for such
periods are not necessarily indicative of the tesepected for the full fiscal year or for anyuiet period. Certain amounts in the prior
period's financial statements have been recladgifieonform to the presentation of the currentqokeThese condensed consolidated final
statements should be read in conjunction with tiiitad financial statements and related noteshi@ryear ended June 30, 2001 included in
the Company's registration statement on Form &d &n August 24, 2001 with the Securities and Bxge Commission (the "SEC").

At December 31, 2001, the Company had aash equivalents and short-term investments afoxppately $125.8 million. The
Company considers its existing cash, cash equitsaberd short-term investments to be adequate tbifaroperating activities, capital
expenditures and other obligations for at leastid twelve months. However, additional capitalyrba needed in order to fund t



Company's operations, expand marketing activitleselop new or enhance existing services or pradteirespond to competitive pressures
or to acquire complementary services, businesseschnologies. If the Company's existing cash nessuand cash generated from operat
are insufficient, additional capital through pubdicprivate financings, strategic relationshipotier
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arrangements will be necessary. This additionadiifugnmight not be available on acceptable termsataill. Failure to raise sufficient capital
when needed could have a material adverse effettteohusiness, results of operations and finawcciatlition of the Company. If additional
funds are raised through the issuance of equityrgiss, the percentage of stock owned by the therent stockholders will be reduced.
Furthermore, such equity securities might havetsighreferences or privileges senior to those e@fcttimmon stockholders.

The preparation of financial statementsdnformity with accounting principles generally apted in the United States of America
requires management to make estimates and assas @t affect the reported amounts of assetsiabitities and disclosure of contingent
liabilities and the reported amounts of revenuesexpenses. Actual results may differ from thosemedes.

3. Recent Accounting Pronouncements.

In July 2001, the FASB issued Statement&imdncial Accounting Standards ("SFAS") No. 14u8Bess Combinations.” SFAS No. :
eliminates the pooling-of-interests method of actimg for business combinations except for qualifybusiness combinations that were
initiated prior to July 1, 2001. In addition, SFAB. 141 further clarifies the criteria to recogniatangible assets separately from goodwill.
The requirements of SFAS No. 141 are effectiveafor business combination accounted for by the mseimethod that is completed after
June 30, 2001 (i.e., the acquisition date is JuBO0D1 or after).

In July 2001, the FASB issued SFAS No. 1@8odwill and Other Intangible Assets." Under SFA& 142, goodwill and indefinite-
lived intangible assets are no longer amortizedabeireviewed annually (or more frequently if inyp@ént indicators arise) for impairment.
Separable intangible assets that are not deentea/tindefinite lives will continue to be amortizeder their useful lives (but with no
maximum life). The amortization provisions of SFAS. 142 apply to goodwill and indefinite-lived inigible assets acquired after June 30,
2001. With respect to goodwill and intangible assetquired prior to July 1, 2001, the amortizapoovisions do not apply until the Compe
applies the new accounting rules. The Companybeiltequired to implement SFAS No. 142 in the fipsarter of fiscal 2003. The Company
is currently evaluating the impact of SFAS No. 142.

In October 2001, the FASB issued SFAS N, IAccounting for the Impairment or Disposal afrig-Lived Assets," which is
applicable to financial statements issued for figears beginning after December 15, 2001. The FA&Bw rules on asset impairment
supersede SFAS No. 121, "Accounting for the Impairhof Long-Lived Assets and for Long-Lived Asset8e Disposed Of," and portions
of APB Opinion No. 30, "Reporting the Results ofa@gtions.” SFAS No. 144 provides a single accogmmodel for long-lived assets to be
disposed of and significantly changes the critéréd would have to be met to classify an asseelsfor-sale. Classification as held-for-sale
is an important distinction since such assets atelepreciated and are stated at the lower o¥édire and carrying amount. SFAS No. 144
also requires expected future operating losses ttisgontinued operations to be displayed in théogdés) in which the losses are incurred,
rather than as of the measurement date as preseqtliyed. The Company will apply the new accouptime beginning July 1, 2002 and is
process of evaluating the impact of adopting SFAS 4.

4. Significant Accounting Policies.
Revenue Recognition

Billable services revenues are recogningtié period in which the fees are fixed and deiteatyle, the related products or services are
provided to the user and, in circumstances wheyepat is not received in advance, collectibilityéssonably assured. Billable services
revenue consists primarily of subscription feeg tiareceive from users of our fee-based Interoe¢ss services. We generally require that
our subscribers pre-pay for their services, whadults in the

deferral of certain revenues into the period inchitthe related access services are provided. Rillsdrvices also consist of technical support
fees charged to users on access plans that doatodé free customer support.

The Company also derives revenue from éihe af advertising, which includes banner advemtisets, placements and sponsorships,
referrals of users to other Web sites, performdraseed agreements, e-commerce arrangements antisidgenessages delivered to the
Company's users via e-mail. Banner advertisingsgpaehsorship revenues are recognized in the peroabich the advertisement or
sponsorship placement is displayed, based upoledber of impressions delivered over the total remold guaranteed impressions or rate



over the period in which the advertisement is digetl, provided that no significant Company obligiagi remain, fees are fixed and
determinable, and collection of the related redd&/és probable. The Company's obligations typjcaitiude the guarantee of a minimum
number of impressions or the satisfaction of offexformance criteria. Revenues from performancedbasrangements are recognized as the
related performance criteria are met. Referralmees are recognized as referrals are made to abretor sponsors' Web sites, provided that
no significant Company obligations remain, feesfexed and determinable, and collection of thetedlareceivable is reasonably assured.

Long Lived Assets

The Company identifies and records impaii@sses on long-lived assets, including goodiludi is not identified with an impaired
asset, when events and circumstances indicatsuibhtassets might be impaired. Events and circunts¢athat may indicate that an asset is
impaired include significant decreases in the markiie of an asset, a change in the extent or eranrwhich an asset is used, shifts in
technology, loss of key management or personnahgé#s in the operating model or strategy and cdtiveeforces.

If events and circumstances indicate thatcarrying amount of an asset may not be recokeeeatul the expected undiscounted future
cash flows attributable to the asset is less tharcarrying amount of the asset, an impairmentedgssl to the excess of the asset's carrying
value over its fair value is recorded. Fair valsigétermined based on the present value of estineai@ected future cash flows using a
discount rate commensurate with the risk invohepehted market prices or appraised values, depermudirije nature of the assets.

5. Acquisitions.

On September 25, 2001, NetZero and Jungexdewrith two wholly-owned subsidiaries of Unitedli@a. Under the terms of the Merger
agreement, entered into on June 7, 2001, NetZemonum stockholders received 0.2000 of a share afeldr®nline common stock for each
share they owned, and Juno common stockholderireec®.3570 of a share of United Online commonlisfoc each share they owned. The
Merger has been accounted for under the purchad®chef accounting for business combinations. Tinelpase price of approximately
$89.3 million, including transaction costs, wasedited to Juno's net assets based on their faiesalhe excess of the purchase price o
estimated fair values of the net assets acquinetlding identifiable intangible assets, was reedrds goodwill. The fair value of the comr
stock issued was determined based on an averaggepai share of NetZero common stock on the datesunding the announcement of the
execution of the merger agreement while the fdinevaf the Juno options assumed was determinedilmsthe Black-Scholes option pricing
model using a weighted average expected life &f fiwars, 0% dividend,
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volatility of 120%, and a risk-free interest rafeb®. A summary of the purchase price and net asg&juired as of December 31, 2001 is as
follows:

Purchase Price

Fair value of common stock issu $ 76,900,00
Fair value of Juno options assurn 4,400,001
Acquisition cost 7,979,001
Total purchase pric $ 89,279,00

I

Net Assets Acquired

Estimated
Estimated Fair Amortizable
Asset Classification Value Life
Net tangible asse $ 20,077,00
Intangible asset:
Acquired customers 53,700,00 14 year
Software and technology 3,600,001 45 year:
Trademark / brandname 2,300,001 5-7 year
Other miscellaneous 200,00( 1lyea
Total intangible assets acquir 59,800,00
Goodwill $ 9,402,001

Total net assets acquir $ 89,279,00



The following summarized unaudited pro farfimancial information for the six months endeccBraber 31, 2001 and 2000 assumes
the Merger and other acquisitions made during ithensnths ended December 31, 2001 and 2000, hadrectat the beginning of each
period presented:

Six Months Ended

December 31,
2001 2000
Net Revenue $ 90,063,00 $ 92,921,00
Net Loss $ (39,621,00) $ (127,852,00)
Net Loss per Shai $ (1.02) $ (3.35)

6. Aquisition and Restructuring Costs.

In connection with the Merger, United Oelihas incurred the following acquisition costs,ahhiiave been capitalized and included as
part of the purchase price (see Note 5):

Employee termination benefi $ 3,845,001
Investment banking, accounting and legal ¢ 2,301,001
Early contract termination fet 1,833,00!
Total $ 7,979,000
I

Immediately following the Merger, United D reduced Juno's workforce by 49 employees andrded employee termination benefit
charges of $3.8 million. Of the 49 employees teated, 35 were in general and administrative, 1levresales and marketing and the
remaining 3 were in product development functigksof December 31, 2001, substantially all of thgpboyee termination
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benefits and other acquisition costs had been phided Online does not expect the final acquisitosts to differ materially from the
amounts included and estimated in the accompanyiagdited condensed consolidated financial statesnen

During the six months ended December 30128e Company recorded approximately $2.4 miliforestructuring costs, which
consisted of $0.6 million in employee terminati@nbfits paid to NetZero employees and $1.8 miliolease exit costs, which includes a
charge of approximately $0.8 million to write-offdsehold improvements associated with the Comp#omy'er offices in New York. In an
effort to streamline its operations in responsehi@anging market conditions, the Company reduced&ets workforce by approximately 93
employees during the six months ended Decembe2@®,. Of the 93 employees terminated, 35 werelassnd marketing, 26 were in
general and administrative, 23 were in product tigreent, 6 employees were at RocketCash, and 3iweretwork operations. In addition,
the Company closed its regional sales office in Bamcisco and combined NetZero's and Juno's sffitte one facility in New York.

In connection with the Company's efforsteeamline its operations, the Company completeds#the of one of its subsidiaries,
RocketCash Corporation in August 2001. The salidiex] substantially all of the assets of RocketGaxhresulted in net cash proceeds to
the Company of approximately $1.2 million. Durimg ttwelve months ended June 30, 2001, RocketCaklelianues and operating losses of
$0.3 and $38.3 million, respectively. Included incRetCash's operating losses was a charge to davta goodwill and intangible assets of
$21.7 million, which was incurred during the Ma®B01 quarter.

The Company expects to pay additional uestiring and merger-related charges of between&#d656.6 million over the next
15 months. These charges relate to employee staysbe for certain Juno employees that will be paMarch 2003 and are being expensed
evenly over the period of performance, additiorakk exit costs expected as a result of additfandity consolidations, employee
termination benefits, and other fees and costsal® the early termination of certain contrattsese charges will be expensed during the
period in which they are incurred.

7. Concentration of Credit Risk.

At December 31, 2001, one customer comgrégmroximately 23% of the accounts receivablerzaaAt June 30, 2001, two customers
comprised approximately 36% and 12% of the conateidl accounts receivable balance. For the thresiamdonths ended December 31,
2001 we did not have any individual customers tlasmprised more than 10% of total revenues. Fotfieee and six months ended
December 31, 2000, three customers comprised 38%,ahd 10%, and two customers comprised 29% anddfGevenues, respectivel



8. Equity.
NetZero and Juno Merger

On September 25, 2001 each share of Net@mronmon stock issued and outstanding was converted.2000 of a share of United
Online common stock and each share of Juno comiwneok ssued and outstanding was converted into/D.8% a share of United Online
common stock. Additionally, each outstanding stopkion of NetZero and Juno was converted into aioopo purchase that number of
United Online common stock shares equal to theymiodf 0.2000 and 0.3570, respectively, multiplgdthe number of shares of common
stock underlying the option.
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Preferred Sock

The Company has authorized 5,000,000 sludineeferred stock with a par value of $0.0001wbfch 300,000 shares have been
designated as Series A junior participating prefistock. As of December 31, 2001, the Companynbaghares issued and outstanding.

Sockholders Rights Plan

On November 15, 2001, the Board of Dirextieclared a dividend of one preferred share paectight for each outstanding share of its
common stock. The dividend was paid on NovembeP@6] to the stockholders of record at the clodeusiness on that date. Each right
entitles the registered holder to purchase fronCtbmpany one unit consisting of one one-thousaofithshare of its Series A junior
participating preferred stock of the Company, ptiee of $25 per unit. The rights generally will &eercisable only if a person or group
acquires beneficial ownership of 15% or more of@oenpany's common stock or announces a tendercbiaage offer which results in a
person owning 15% or more of the Company's comnmeksThe Company generally will be entitled togerh the rights at $0.001 per right
at any time until 10 days after a public announadrteat a 15% position in the Company's commonkshas been acquired or that a tendt
exchange offer which would result in a person ogrii6% or more of the Company's common stock hasramed. The rights expire on
November 26, 201

Common Stock

The Company has authorized 300,000,00G:shzfrcommon stock with a par value of $0.0001o0A%une 30, 2001, the Company had
25,146,000 shares issued and outstanding. As arbleer 31, 2001, the Company had 39,877,000 stemesd and outstanding.

Common Sock Repurchase Program

On May 26, 2001 the Company's Board of @oes authorized a common stock repurchase prograhallows United Online to
repurchase, from time to time, up to $10 milliorcommon stock over a one-year period. During thersinths ended December 31, 2001,
the Company repurchased approximately 405,000 slarn aggregate cost of approximately $1.1 millinder the repurchase program.

Restricted Sock Awards

In July 2000, certain employees were gihnéstricted stock awards totaling approximatel,800 shares of common stock. The shares
of common stock subject to such awards vestedlyatafer twelve quarterly installments beginningfingust 2000. In connection with the
award, the Company recorded deferred stock-basagies of approximately $7.8 million. In October 20the Board of Directors authorized
that the remaining unvested restricted stock awiandsediately become fully vested. As a result, agpnately 165,000 shares of restricted
common stock became vested and the remaining leatz#rik1.5 million in deferred stock-based chargas expensed.

9. Net Loss per Share.

The Company has adopted SFAS No. 128 "Bgsrper Share" ("EPS") which requires a dual ptesien of basic and diluted EPS. As
the Company has incurred losses in each of thegepresented, potential shares of common stoak hatvbeen included in the calculation
of EPS as they would be antidilutive.
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The following table sets forth the compiaiatof basic and diluted net loss per share:



Three Months Ended Six Months Ended

December 31, December 31,
2001 2000 2001 2000

Numerator:

Net loss $ (15,743,00) $ (43,355,00) $ (37,879,00) $ (72,220,00)
Denominator

Weighted average common sha 39,965,000 25,027,00 33,031,000 24,413,00

Adjustment for common shares subject to

repurchast (1,102,001 (2,195,00i) (1,236,001 (2,228,001

Adjusted weighted average common shi 38,863,000 22,832,00 31,795,00 22,185,00
Basic and diluted net loss per sh $ (0.41) % (1.90 % 1.19% (3.2¢)

The diluted per share computations excludessted common stock, warrants and options whate antidilutive. The number of
potential shares excluded from the diluted net pessshare was approximately 9.5 and 4.5 milliartlie three months ended December 31,
2001 and 2000, respectively.

10. Commitments and Contingencies.

In April 2001, NetZero and certain of ifficers and directors were served with a complalleging violations of the federal securities
laws. A number of other complaints have since Hied and/or served containing similar allegatiofbese complaints were brought as
purported shareholder class actions under Seclibrsd 15 of the Securities Act of 1933, as amentied complaints generally allege that
the prospectus through which NetZero conducteihitisl public offering in September 1999 was mathy false and misleading because it
failed to disclose, among other things, that (@ timderwriters of NetZero's initial public offerih@d solicited and received excessive and
undisclosed commissions from certain investorscxchange for which the underwriters allocated testhimvestors material portions of the
restricted number of NetZero shares issued in adiorewith initial public offering; and (ii) the werwriters had entered into agreements’
customers whereby they agreed to allocate NetZwares to those customers in the initial public rirfiig in exchange for which the customers
agreed to purchase additional NetZero shares iafteemarket at pre-determined prices.

The pending lawsuits involve complex quasdiof fact and law and likely will require the exyliture of significant funds and the
diversion of other resources to defend. Although@ompany believes the outcome of the above oulisigutegal proceedings, claims and
litigation will not have a material adverse effectits business, results of operations or finamuiglition, the results of litigation are inheretr
uncertain. The Company is unable to estimate thgaaf possible loss from outstanding litigatiomd o amounts have been provided for
such matters in the accompanying unaudited condermesolidated financial statements.

Juno entered into subscriber referral ageses with two former providers of free Internetess, WorldSpy and Freewwweb, under
which Juno is obligated to pay certain amounts dasethe number of "Qualified Referred Subscribgesierated by referral activities
specified in the agreements. A new Juno subscrdferred to Juno by WorldSpy or Freewwweb is a iadlReferred Subscriber if he or
she meets certain qualification criteria definethia relevant subscriber referral agreement. Utideterms of these agreements, Juno has the
right to settle a portion of the liabilities incad in connection with acquiring the Qualified Reéer Subscribers through the issuance of st
of its common stock. At December 31, 2001, the Camyphad liabilities recorded of approximately
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$4.0 million as an estimate of the remaining amstimat may be settled through the issuance obitswon stock or the payment of cash.

The Company is subject to various othealg@goceeding and claims, which arise in the ongimaurse of business. In the opinion of
management, the amount, and ultimate liabilitgny, with respect to these actions will not mathriaffect the financial position, results of
operations or cash flows of the Company.

11. Subsequent Events.

In January 2002, the Board of Directordarized the Company to loan each of the Compaeysrsexecutive officers up to $200,000
for the exercise of certain stock options that been previously awarded to the officers. The ppakbalance of the notes accrue interest at
annual rates ranging from prime plus 1% to primes[#%, which is payable at the end of each calequiarter. The principal balance of the
notes becomes due in full on February 5, 2007. #atdilly, the entire principal balance and any aedrinterest become immediately pay:
90 days following the termination of employmentiwihe Company. The notes are full recourse obbgatand are secured by the underly



shares.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion contains forward-looking statements based on our current expectations, estimates and projections about our
operations, industry, financial condition and liquidity. Words such as "anticipates,” "expects," "intends," "plans,”" "believes," "may," "will" or
similar expressions are intended to identify forward-looking statements. In addition, any statements that refer to expectations, projections or
other characterizations of future events or circumstances, including any underlying assumptions, are forward-looking statements. Such
statements are not guar antees of future performance and are subject to risks, uncertainties and assumptions that are difficult to predict.
Therefore, our actual results could differ materially and adversely from those expressed in any forward-looking statements as a result of
various factors. The sections entitled "Risk Factors" in this Form 10-Q and our Registration Statement on Form S4 as filed with the Securities
and Exchange Commission on August 24, 2001 set forth some of the important risk factors that may affect our business, results of operations
and financial condition. We undertake no obligation to revise or update publicly any forward-looking statements, other than as required by
law.

Overview

United Online was incorporated in June 280d, on September 25, 2001, commenced operattawing the Merger of NetZero and
Juno into two of its wholly-owned subsidiaries. TWerger was accounted for under the purchase methadcounting for business
combinations as an acquisition of Juno by NetZetuch is considered the predecessor company teedi@nline. Under the purchase
method of accounting, the estimated cost of apprately $89.3 million, including transaction costas been allocated to the underlying net
assets of Juno based on their estimated fair valiesexcess of the purchase price over the eghfair value of net assets acquired has
been recorded as goodwill. The financial resultdusfo have been included in United Online's resiftse the date of the Merger.

We are a leading value-priced Internet BerProvider (ISP) offering Internet access in mbian 5,000 cities across the United States
and Canada. In addition to offering consumers actethe Internet, we offer marketers targetingatéljties through numerous online
advertising channels. We also offer advertiserscmdmerce partners a variety of additional seryitesuding referring our users to partne
Web sites and providing online market researchmaedsurement services. We had 1.45 million subgsriloeour billable service plans at
December 31, 2001 and approximately 5.6 millioivaatisers during the month of December 2001, irintpgay subscribers. An "active"
user is one who has logged onto our services dtinagreceding 31 days.

Juno launched its first service, a freal-dp email service, in April 1996. NetZero laundties free Internet access service in
October 1998. Both Juno's and NetZero's free seswiere predicated on generating advertising reagetaufund their operations. Due to a
variety of factors, including reductions in onliagévertising rates, both NetZero and Juno have taigous measures to limit the cost of
providing free services. We may take additional snees to further reduce such costs in the future.

Juno started offering fee-based Internetices in 1998 and NetZero started offering feecbldsiternet services in January 2001. Our fee:
based Internet services, NetZero and Juno Platiavenpffered through various pricing plans, gerg®&8.95 per month, and differ from our
free services in that hourly and other limitatices for the free services do not apply and theises\feature small toolbars without a persis
on-screen advertising banner.

Billable Services Revenues

We currently offer billable Internet accessvices under a number of pricing plans, ranfioign $4.95 to $29.95 per month. Currently,
the most common pricing plan for our fee-based sxservices
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is $9.95 per month. However, we continually experitrwith the use of discounted pricing plans batbdannection with offers extended to
some of our existing subscribers and through sadeexternal marketing channels. We intend to coetilesting a variety of pricing plans in
the future to determine their impact on profitaiilsubscriber acquisition, and conversion andhtéia rates. We continually evaluate the
desirability and effectiveness of our plans, ang imahe future make changes to our pricing pl&e.may also offer promotions such as a
free month of service or a discounted rate fométial or prepaid period, as well as a wide ranfydiscounted flat-rate plans. Future changes
in our plans and promotional discounts may adversepact the number of pay users and the amoubillable services revenues we receive
from such user:



Our pay user base increased by approxignafiet, 000, from 1.25 million at September 30, 2691.46 million at December 31, 2001.
October 2001, we reduced the number of hours patmtbat a household can use the NetZero freecgefiom 40 to no less than 10 and
eliminated the free service in certain geographacahs where telecommunications costs make theraffeost prohibitive. As a result we s
a significant increase in pay users during the moftOctober and a decrease in our active freehesr. We may experience periodic
fluctuations in our pay user base in the futura assult of a number of factors including, but loited to, the imposition of additional
limitations on our free services; changes in oee fservice user base; promotional free trial psradcbur pay services; increases or decreases
in our marketing spend; acquisitions; competitigetdrs, including competition in the value-pricegment of the ISP market; the effects of
customer churn and seasonality; and changes iprite of our billable service plans.

We previously operated a broadband serdizeg Express. However, due to a variety of fadgtesteiding the failure of several providers
of the high-speed services, this broadband sehaseébeen terminated. We have tested a cable vastihmo Express and have entered into
an agreement with AOL Time Warner to utilize theable network to offer such services, but therenaraerous operational and other issues
that could impact whether Juno will offer these/gess over AOL Time Warner's cable systems in tar term, or at all. Furthermore, the
agreement with AOL Time Warner is subject to temmion by either party and is also subject to therayal of the Federal Trade
Commission.

Billable services revenues are recogningtié period in which the fees are fixed and deiteaiyie and the related products or services
are provided to the user. Billable services reveraresists primarily of subscription fees that weeiee from users of our fee-based access
services. We generally require that our subscripeggpay for their services, which results in tleéedral of certain revenues into the period in
which the access services are provided. Billahteiges also consist of technical support fees atatg users on service plans that do not
include free customer support and, to a much lesdent, fees charged to users for producing, gigpand handling copies of our software
on CDs. We have a limited history with respectuo warious billable services and there can be sarasices that we will be successful in
continuing to grow this business.

Advertising and Commerce Revenues

Our advertising and commerce revenues sbasfees from the placement of media, direct ratiny agreements, referring our users to
partners' Web sites, enabling customer registrationpartners, and fees from electronic commeammesactions. We also generate revenues
from our online market research and measuremewicesr

Banner advertising and sponsorship reveatesecognized in the periods in which the adsentient or sponsorship placement is
displayed, based upon the lesser of impressiomgedet over the total number of guaranteed impoessor ratably over the period in which
the advertisement is displayed, provided that goitant obligations on our part remain, feesfated and determinable, and collection of
the related receivable is probable. Our obligatiypgcally include the
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guarantee of a minimum number of impressions osétisfaction of other performance criteria. Revenfiom performance-based
arrangements, including click-throughs, are recogphias the related performance criteria are méerRé revenues are recognized in the
periods in which the referrals are made to adveir sponsors' Web sites, provided that no fsegnit obligations on our part remain, fees
are fixed and determinable, and collection of #lated receivable is probable.

Advertising on the Internet, particuladhetproducts and services we offer, is a relatinely and changing industry, and there is no
assurance that the products and services we affer ar in the future, will meet with commercial aptance. Internet advertising rates have
declined significantly, and it is possible thaesatvill continue to decline. Many of the purchas®rkiternet advertising have been companies
with Internet-based business models. Certain &fetltempanies have come under financial pressurbamnot been able to access the
capital markets to fund their operations. Thisdréas impacted our ability to generate advertisind commerce revenues and could continue
to do so in the future. This trend could also resuincreased allowances for doubtful accounts.

Due to market forces and other factors,amlvertising and commerce revenues may fluctuata fyeriod to period. We have experien
six sequential quarters of decreased advertisidgcammerce revenues and there can be no assuhateeet will not experience decreased
revenues in sequential quarters in future peribdstors impacting our advertising and commercemees include, but are not limited to, the
state of the online advertising market, increaselsd®creases in our user base and reductions értegilvg inventory available for sale.

We have entered into barter transactionaroextremely limited basis. There is no barteenes in the historical or pro forma revenues
for the three and six months ended December 311,.280ahe historical results for the three andrebnths ended December 31, 2000, barter
revenue was less than 1% of advertising and conmenwekenue. In the pro forma results for the threesix months ended December 31,
2000 barter revenue was approximately 2% of adsiegiand commerce revenues for both periods.

Cost of Billable Services

Cost of billable services includes direzsts that have been allocated to our billable ses/based on the aggregate hourly usage ¢



pay users as a percentage of total hourly usapetbfour free and pay users. Allocated costs copsimarily of telecommunications costs,
personnel and related costs associated with opgratir network and data centers and depreciatiorwork computers and equipment. In
addition, cost of billable services includes direasts incurred in providing technical and custoswgport and costs associated with provii
customer billing and billing support.

We have expended significant funds on @iwork infrastructure. While we may expend sigrificadditional funds on capital
expenditures in the future, such expenditures eapeiddent upon our expectation of user growth aadeupatterns, as well as needs assoc
with acquired businesses and new products. Teleaonuations costs for network access are expensied@sed. Our failure to accurately
forecast users' needs could result in significaet@apacity, which would adversely impact our ressaf operations. Conversely, under-
forecasting usage could adversely impact the glafiusers to receive adequate service and adyamsphct our reputation and our ability to
maintain or increase our user base. We have linhiigtdry in forecasting our user requirements, #ede can be no assurance that we will be
able to accurately forecast such requirementsdriture.

Cost of Free Services

Cost of free services includes direct ctsas have been allocated to our free servicesthaiséhe aggregate hourly usage of our free
users as a percentage of total hourly usage ofdagtfree and pay users. Allocated costs consistapily of telecommunications costs,
personnel and related costs associated with opgratir network and data centers, and depreciafioetwork equipment. In
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addition, cost of free services includes certaraaticosts incurred in providing technical and oosr support to our free users and certain
costs associated with delivering advertising tofoe users.

Sales and Marketing

Sales and marketing expenses include d@swgytand promotion expenses, salaries, sales cssions, employee benefits, travel and
related expenses for our direct sales force, fagktp third-party advertising sales agents, custoservices costs incurred to acquire new
users, and sales support functions. In the pashawve expended significant amounts on sales anklatirag, including national branding
campaigns comprised of television, radio and ihtertising, sponsorships and a variety of othemations. Due to the timing of these
promotions, amounts expended have varied significétom period to period. Marketing costs may fate significantly from quarter to
guarter. Marketing and advertising costs to proneoteproducts and services are expensed in thegerturred.

Product Development

Product development costs include expeftsabe development of new or improved technologied products, including salaries and
related expenses for the software development esttlipt management departments, as well as costeifitracted services, facilities and
equipment.

General and Administrative

General and administrative expenses inchadigries, employee benefits and expenses for xecfinance, legal, human resources and
internal customer support personnel. In additi@nagal and administrative expenses include feegrfifessional services, non-income taxes,
permits and licenses, bad debt expense, and oocyipad other overhead-related costs.

Restructuring Costs

Restructuring costs consist of severansésctease exit costs and the write-off of leasgtiaprovements associated with terminated
leases.

Amortization of Goodwill and Intangible Assets

Amortization of goodwill and intangible assincludes amortization of goodwill, acquiredtousers, purchased technologies and other
identifiable intangible assets associated withvautous acquisitions. At December 31, 2001, we d@aroximately $9.4 million in goodwill
and $56.7 million in intangible assets primarilguking from our acquisition of Juno on SeptembgrZD01. We expect to incur significant
amortization expense in connection with the inthlggassets in future periods. In July 2001, the BAsSued Statements of Financial
Accounting Standards ("SFAS") No. 142 "Goodwill @adther Intangible Assets." Under SFAS No. 142, gdabdnd indefinite-lived assets
are no longer amortized but are reviewed annuatyrore frequently if impairment indicators ari$a) impairment. Separable intangible
assets that are not deemed to have indefinite Visésontinue to be amortized over their usefukls (but with no maximum life). The
amortization provisions of SFAS No. 142 apply t@dwill and other indefinite-lived intangible assatsjuired after June 30, 2001. With
respect to goodwill and intangible assets acquprest to July 1, 2001, the amortization provisiattsnot apply until the Company applies



new accounting rules. The Company will be requiteiinplement SFAS No. 142 in the first quarteristél 2003. The Company is currently
evaluating the impact of SFAS No. 142. Since owuésition of Juno was completed after June 30, 208hre not amortizing the goodwill
acquired as a result of that acquisition in accocdavith SFAS No. 142.
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Amortization of Stock-Based Charges

We recorded deferred stock-based chargesrinection with the grant of stock options andrigted stock to employees, the imposition
of restrictions on shares of stock held by founderd the issuance of restricted shares of stockrimection with prior acquisitions, which are
being amortized over the vesting period of the ispple shares.

Significant Financial Trends

We have experienced significant growthun loillable services revenues and pay users oeclagt twelve months as a result of the
launch of the NetZero Platinum billable servicenpturing the March 2001 quarter and the acquisibioduno in the September 2001 quarter.
Growth in pay users has been positively impactetinbyations imposed on our free services at vagitimes during 2001. While we believe
that we will continue to grow our pay user base hitldble services revenues, we do not expectvileatvill maintain the same rate of growth
that we have recently experienced. We have alsereqred declining advertising and commerce reveouer the last six quarters due to
loss of several significant advertising agreemants decreased advertising inventory as a reslithdations imposed on our free services.
We believe that pricing in the online advertisingrket has begun to stabilize and, although we ipatie lower advertising and commerce
revenues in the March 2002 quarter, we do not eéxpeexperience the same rate of declines in adiggtand commerce revenues in the
future.

We expect average revenue per user to aseiia the March 2002 quarter. Average revenueseris calculated by dividing billable
services revenues for a period by the average nuafhesers during the period, which is calculatethg the number of users at the beginning
and ending of such period. Fluctuations in the neinab subscribers early or late in a period carseaverage revenue per user to be skewed
higher or lower. The average monthly revenue per imsthe December 2001 quarter was slightly abmrenal levels due to a surge in
billable subscribers occurring early in the quapiemarily as a result of limitations imposed ontRkro's free service in October 2001.

We have recently experienced a decreaeinost of billable services as a percentagellatité services revenues and we expect cc
billable services as a percentage of billable ses/revenues to decrease modestly in the March @@&2er as a result of cost savings gained
through the consolidation of NetZero's and Junidlisdp and customer relationship management fumsidilso, we have recently experien:

a significant decline in the cost of free servicEse limitations imposed on our free services hasellted in a decline in our
telecommunications expense and our active freehass. We anticipate that the active users of rear $ervices may continue to decline and
that, as a result, the cost of free services may @écrease.

We have significantly reduced our levespénding on marketing and promotion of our servises the last twelve months. Our future
marketing and promotion spend may vary signifigafitm quarter to quarter and may impact our abttit grow our pay user base. Our
ability to grow our pay user base will be impachgda number of factors including, but not limited our ability to continue to attract new
users to our services and successfully migratdérearusers to billable services, the effects of petition and the success of our marketing
efforts based on current levels of expenditure.

We have reduced our employee base by 14ogmes over the last six months, which has favgralypacted our personnel-related
expenses associated with our sales and marketiodugt development and general and administratiwetfons. In addition, we sold
substantially all of the assets our RocketCashidiatng in August 2001. Also, we have consolidated alosed various regional offices, wh
has favorably impacted our occupancy costs. Asaltref these initiatives, we have reduced sigaifity our product development and
general and administrative expenses. We currentigipate that such expenses will remain at othslyjgbelow the level of expenses incurred
during the December 2001 quarter.
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Critical Accounting Policies and Estimates.

Our critical accounting policies are revemacognition, valuation of long-lived and intarigibssets and goodwill, estimating valuation
allowances for doubtful accounts and assessmédiathilfties associated with pending litigation.

We apply the provisions of SEC Staff Accting Bulletin ("SAB") No. 101. "Revenue Recognitipmvhich provides guidance on the
recognition, presentation and disclosure of revantkee financial statements filed with the SEC.BSP01 outlines the basic criteria that m



be met to recognize revenue and provides guidaradigclosure related to revenue recognition pedicin June 2000, the SEC issued SAB
101B, which required the implementation of SAB Haillater than June 30, 2001. The SEC issued additguidance in the form of its
Frequently Asked Questions and Answers docume@tiober 2000.

We recognize billable services revenudgblénperiod in which fees are fixed and determinabie the related products or services are
provided to the user. Our pay users generally padivance for their service by credit card, cheakoney order and revenue is then
recognized ratably over the period of which thated services are provided. In circumstances wheyment is not received in advance,
revenue is only recognized if collectibility is semably assured.

Advertising and commerce revenues incladgeted and non-targeted banner advertisementgmpénts and sponsorships, referrals of
users to other Web-sites, performance-based agreermed advertising messages delivered to our ugeesmail. We recognize banner
advertising and sponsorship revenues in the penods$ich the advertisement or sponsorship placensatisplayed, based upon the lesser of
impressions delivered over the total number of goieed impressions or ratably over the period iitlhvthe advertisement is displayed,
provided that no significant obligations remainaur part, fees are fixed and determinable, anectdin of the related receivable is
reasonably assured. Our obligations typically idelthe guarantee of a minimum number of impresgorise satisfaction of other
performance criteria. We recognize revenues frorfopmance-based arrangements as the related penficecriteria are met. We recognize
referral revenues as referrals are made to adeestisr sponsors' Web-sites, provided that no fegmit obligations remain, fees are fixed and
determinable, and collection of the related redaiv@ reasonably assured. In determining whethereangement exists, we ensure that a
binding contract is in place, such as our standesertion order or a fully executed customer speeifireement. We assess whether
performance criteria have been met and whethefeasrare fixed and determinable based on a recatimil of the performance criteria and
the payment terms associated with the transadanreconciliation of the performance criteria urads a comparison of internally tracked
performance data to the contractual performancgatidn and to third party or customer performadat in circumstances where that dal
available. We assess collection based on a nunflfectors, including past transaction history wtiie customer and the credit-worthiness of
the customer. If we determine that collection isreasonably assured, we defer the revenues wfiiction becomes reasonably assured,
which is generally upon receipt of cash.

We assess the impairment of identifiabtanigibles, londived assets and related goodwill and enterprigel lgoodwill whenever even
or changes in circumstances indicate that suchsassght be impaired and the carrying value mayh®otecoverable. Events and
circumstances that may indicate that an assetpained include significant decreases in the markhte of an asset, a change in the extent or
manner in which an asset is used, shifts in tedgylloss of key management or personnel, chamgesrioperating model or strategy and
competitive forces. If events and circumstancegatd that an asset may not be recoverable anekfhexcted undiscounted future cash flows
attributable to the asset is less than the carrgingunt of the asset, an impairment loss equdlg@xcess of the asset's carrying value o
fair value is recorded. Fair value is determinesilobon the present value
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of estimated expected future cash flows using eodist rate commensurate with the risk involved tgdanarket prices or appraised values,
depending on the nature of the assets.

Factors we consider important which coulgber an impairment review include significant engerformance relative to expected
historical or projected future operating resultgngicant changes in the manner of our use ofatiguired assets or the strategy for our overall
business, significant negative industry or econangnds, significant decline in our stock price #osustained period, and our market
capitalization relative to net book value. Whendegermine that the carrying value of intangiblesgHlived assets and related goodwill and
enterprise level goodwill may not be recoverablgdobupon the existence of one or more of the almalieators of impairment, we measure
any impairment based on a projected discounted ftashmethod using a discount rate determined hymanagement to be commensurate
with the risk inherent in our current business nhtode

Estimating reserves for pending litigataond the valuation allowance for doubtful accouetguires that we make estimates and
assumptions that affect the reported amount oftassel disclosure of contingent liabilities at tae of the financial statements and the
reported amounts of expenses during the reporteddp&ignificant management judgments and estisnatiest be made and used in
connection with establishing the reserves and afmes in any accounting period. Material differsncay result in the amount and timing
our expenses for any period if management maderdiit judgments or utilized different estimates.

Liabilities recorded related to some of panding litigation are based on claims for whiohuafavorable outcome is likely and our
management can estimate the probable amount ofs$fiave not recorded liabilities for some of panding litigation because of the
uncertainties related to assessing both the amanththe probable outcome of those claims. As adiditiinformation becomes available, we
continually assess the potential liability relatedll of our pending litigation. We currently balie that the liabilities recorded on our balance
sheet are sufficient to cover pending litigationvidiich an unfavorable outcome is probable.

Inflation

We do not currently anticipate that infbatiwill have a material impact on our results ofi@tions,



Results of Operations

The historical consolidated results of apiens reflect only the operating results of NetZerior to September 25, 2001 as predecessor
to United Online. Due to the Merger, many of th&tdriical comparisons to the prior year are lessningéul and the trends indicated by such
comparisons may not be indicative of the curreefigting trends in the business. Accordingly, idesrto improve comparisons, the follow
discussion of results of operations includes prasnoconsolidated results of operations for the tgu@nded December 31, 2000 and the six
months ended December 31, 2001 and 2000. Thedesresiect the combined results of NetZero andoJas if the Merger had occurred at
the beginning of each of the periods presentedraridde certain reclassifications of each compahigtrical operating results to conform to
United Online's financial statement presentation.

Three and Pro Forma Six Months Ended December 31091 Compared to
the Pro Forma Three and Six Months Ended Decemberl3 2000

The pro forma results for the quarter endedember 31, 2000 and the six months ended Deaee3ib2001 and 2000 reflect the
combined results of NetZero and Juno as if the iglehgd occurred at the beginning of each of thmgempresented and include certain
reclassifications of each company's historical apieg results to conform with United Online's filcéal statement presentation.
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In order to better assess the underlying operatergls, management believes that the results ashbpes for each period should be analyzed
after excluding the effects of certain items thanagement believes to be non-recurring or merdateg These items are included in
merger-related costs and are discussed in mori# etain. The following table sets forth the histal selected unaudited consolidated
statement of operations data (in thousands) fothte® months ended December 31, 2001 and selgctedlited pro forma consolidated
statement of operations data (in thousands) fothttee2 months ended December 31, 2000 and thesithsmended December 31, 2001 and
2000:

Three Months Ended Six Months Ended
December 31, December 31,
2001 2000 2001 2000
Income Statement Data:
Revenues
Billable services $ 41,038 % 19,88¢ $ 73,61 $ 39,28¢
Advertising and commerce 7,012 26,41 16,45( 53,62¢
Total revenues 48,04 46,30: 90,06: 92,91
Operating expense
Cost of billable services 23,19( 11,83: 42,31¢ 23,42¢
Cost of free services 8,68: 33,15 24,75: 64,20¢
Sales and marketing 9,781 26,36 18,06¢ 66,79¢
Product development 6,654 8,952 13,82¢ 16,67
General and administrative 7,35¢ 11,97« 16,83t 22,10¢
Amortization of stock-based charges 2,52¢ 6,45( 3,58¢ 11,18:
Amortization of goodwill and intangible assets 4,68¢ 10,96¢ 9,37( 19,37(
Restructuring costs 2,07t — 2,43t —
Merger-related costs 42¢ — 2,79¢ —
Total operating expenses 65,37t 109,68t 133,99: 223,76:
Loss from operation (17,329 (63,38¢) (43,930 (130,84
Interest income, net 1,58¢ 3,85¢ 3,302 8,57¢
Other income (expense), net — — 1,00 (39
Net loss $ (1574) % (59,52¢) $ (39,62) $ (122,31)

Revenues



Billable Services

Billable services revenues for the threenthe ended December 31, 2001 were $41.0 millioniglwtepresented an increase of
$21.1 million, or 106%, from pro forma $19.9 miliidor the three months ended December 31, 2000foRrea billable services revenues for
the six months ended December 31, 2001 were $7i6rmwhich represented an increase of $34.3iamill or 87%, from $39.3 million for
the six months ended December 31, 2000. The inelieagvenues is attributable to a 610,000, or 7iB&6ease in total billable subscribers
from pro forma 842,000 at December 31, 2000 to2,@ at December 31, 2001, and an increase img®aenonthly revenue per subscriber.
The increase in billable subscribers was primatilg to the introduction of the NetZero Platinuniatile service plan during the March 2001
guarter and, to a lesser extent, an increase iduhe billable subscriber base. During the quanter six months ended December 31, 2001,
average monthly revenue per user was approxim@fig€lyl1 and pro forma $9.64 compared to pro formazand pro forma $8.33 during 1
guarter and six months ended December 31, 2000inthease in average monthly revenue per usetribwtable to the introduction of new
pay service plans over the last few
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quarters that resulted in higher average monthlgmae per user and fluctuations in the beginnirdgearding number of pay subscribers
during the period.

Advertising and Commerce

Advertising and commerce revenues for linee months ended December 31, 2001 were $7.@millvhich represented a decrease of
$19.4 million, or 73%, from pro forma $26.4 millidor the three months ended December 31, 2000fdPma advertising and commerce
revenues for the six months ended December 31, @04 $16.5 million, which represented a decre&$39.1 million, or 69%, from
$53.6 million for the six months ended December22D0. The decrease in revenues is attributatileetéermination of several significant
advertising agreements during 2001, the most sagmif of which were LookSmart Ltd. in January 2@dt Cisco in August 2001. During 1
quarter ended December 31, 2000 we generated appately $5.6 and $1.6 million of advertising andronerce revenues from LookSmart
and Cisco, respectively, and during the six moetited December 31, 2000 we generated approxints@ddyand $3.4 million of advertising
and commerce revenues from LookSmart and Ciscpectisely. The remaining decrease in advertisirg)@mmerce revenues is attribute
to decreased advertising inventory as a resultrofdtions imposed on our free services, decreaser revenues from Juno and overall
softness in the online advertising market includignificant declines in advertising rates andritbeber of advertisers on our services.
During the three and six months ended Decembe2(11, we did not recognize any barter revenue coadpar pro forma $1.0 million and
$2.1 million in the quarter and six months endedd»eber 31, 2000.

Cost of Billable Services.

Cost of hillable services for the three thsrended December 31, 2001 was $23.2 million, wrepresented an increase of
$11.4 million, or 97%, from pro forma $11.8 millidor the three months ended December 31, 2000fdPmta cost of billable services for the
six months ended December 31, 2001 was $42.3 miNihich represented an increase of $18.9 milliwr81%, from $23.4 million for the
six months ended December 31, 2000. The increasesirof billable services is attributable to therease in billable subscribers, which
resulted in increased customer service and billélgted costs and increased telecommunications,questtially offset by a decrease in
average hourly telecommunications costs. Averagelyrtelecommunications cost decreased over 1592864 in the three and six months
ended December 31, 2001 compared to the threebantbsths ended December 31, 2000, respectivelgt Gibillable services as a
percentage of billable services revenue decre@sgf.5% and 57.5% for the three and six monthseéBdeember 31, 2001 from 59.5% and
59.6% for the three and six months ended Decemhe2(®0, respectively. The improvement is due ¢ghéi average monthly revenue per
billable subscriber and lower average hourly tefecmnication costs as result of operating efficieagained through the consolidation of
NetZero's and Juno's telecommunications networkisglithe December 2001 quarter, partially offsetrimyeased billing and custon
support related costs as a result of the incraabélable subscribers.

Cost of Free Services.

Cost of free services for the three moetided December 31, 2001 was $8.7 million, whichesgmted a decrease of $24.5 million, or
74%, from pro forma $33.2 million for the three rtthended December 31, 2000. Pro forma cost ofsiegces for the six months ended
December 31, 2001 was $24.8 million, which repre=én decrease of $39.4 million, or 61%, from $64iion for the six months ended
December 31, 2000. The decrease in cost of fretcssris due to a decrease in average monthly yzamarily as a result of limitations
imposed on users our free services, a deceasgubamately 3.0 million, or 42%, in active free usé&om pro forma 7.1 million in
December 2000 to 4.1 million in December 2001, @ekese in the average hourly telecommunications cosl a
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decrease in customer support costs for free uBeginning in October 2001, we imposed hourly anoggaphical limitations on NetZerc



free service, which resulted in a 15% decline mmrtimber of active users of our free services dutie quarter.
Sales and Marketing.

Sales and marketing expenses for the thi@hs ended December 31, 2001 were $9.8 millidniclwrepresented a decrease of
$16.6 million, or 63%, from pro forma $26.4 millidor the three months ended December 31, 2000fdPmta sales and marketing expenses
for the six months ended December 31, 2001 werel$h8lion, which represented a decrease of $48llfom or 73%, from $66.8 million
for the six months ended December 31, 2000. Adsingiand promotion expenses decreased by appratingit0.3 million and
$38.7 million from the three months and six morghded December 31, 2000, respectively. These deseae due to reductions in direct
mail campaigns as well as other marketing activitieluding television, radio, outdoor and othevextising campaigns. The remaining
decreases for the three and six months ended Dere8hb2001 were due to a decrease in personraedeéxpenses as a result of headcount
reductions in the sales and marketing departmeristh NetZero and Juno during 2001, a decreasddmarketing expenses related to
subscriber acquisition and retention activitiedearease in costs related to NetZero's former RGeleh subsidiary which was sold in
August 2001, and reduced sales commissions asih ogfower advertising and commerce revenue.

Product Development.

Product development expenses for the ttmaeths ended December 31, 2001 were $6.7 millidniglwrepresented a decrease of
$2.3 million, or 26%, from pro forma $9.0 millionrfthe three months ended December 31, 2000. Prafproduct development expenses
for the six months ended December 31, 2001 wereB$h8lion, which represented a decrease of $218amj or 17%, from $16.7 million for
the six months ended December 31, 2000. The deydéashe quarter and six months ended Decemb@OR1, were due to a $1.2 million
and $0.6 million decrease in costs related to NetZdormer RocketCash subsidiary which was soldiigust 2001, a $0.7 million and
$1.1 million decrease in consulting expenses ab@l4 million and $0.7 million decrease in persormetdted expenses as a result of
headcount reductions in the product developmertdtioms at both Juno and NetZero during 2001.

General and Administrative.

General and administrative expenses foththee months ended December 31, 2001 were $7lidmilvhich represented a decrease of
$4.6 million, or 38%, from pro forma $12.0 millidor the three months ended December 31, 2000.dPnaef general and administrative
expenses for the six months ended December 31,2064 $16.8 million, which represented a decre&$s@3 million, or 24%, from
$22.1 million for the six months ended December2RD0. The decreases in the quarter and six memithsd December 31, 2001 were due to
a $1.9 million and $2.6 million decrease in occlgyacosts and other administrative expenses asu#t tgffice consolidations during 2001,

a $1.1 million and $1.3 million decrease in badta@edpense, a $0.9 million and $1.2 million decrdaggersonnel-related expenses as a result
of headcount reductions in the accounting, legaidn resource and other administrative departnatiisth Juno and NetZero during 2001,
and a $0.5 million and $0.2 million decrease inegahand administrative costs as a result of theafasubstantially all of the assets of
RocketCash in August 2001.
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Amortization of Stock-based Charges.

Stock-based charges are attributable téallmving operating expense line items:

Three Months Ended Six Months Ended
December 31, December 31,
2001 2000 2001 2000
Operating expense
Cost of billable services $ 52,000 $ — % 67,000 $ —
Cost of free services 27,00( 89,00( 60,00( 239,00(
Sales and marketing 238,00( 1,451,00! (154,000 2,589,001
Product development 569,00 2,772,001 893,00( 3,523,001
General and administrative 1,638,001 2,138,00I 2,723,001 4,831,00!
Total stock-based charges $ 2,524,000 $ 6,450,000 $ 3,589,000 $ 11,182,00

Amortization of stock-based charges forttiree months ended December 31, 2001 were $2lismilvhich represented a decrease of
$3.9 million, or 61%, from pro forma $6.4 millionrfthe three months ended December 31, 2000. Prafamortization of stock-based
charges for the six months ended December 31, 2@04 $3.6 million, which represented a decreask’ @ million, or 68%, fron



$11.2 million for the six months ended December2RD0. The decrease in amortization of stock-bakedges is a result of the sale of our
RocketCash subsidiary in the September 2001 gué#necancellation of issued securities that weesipusly being amortized over their
vesting period and decreased stock-based chargesiasd with our acquisition of Simpli.com in Awg2000. These decreases were
partially offset by increased stock-based charge®nnection with the accelerated vesting of retstd stock awards that occurred in
October 2001.

Amortization of Goodwill and Intangible Assets.

Amortization of goodwill and intangible ass for the three months ended December 31, 20D 2@00 were $4.7 million and pro forma
$11.0 million, respectively. Pro forma amortizatimiigoodwill and intangible assets for the six nienénded December 31, 2001 and 2000
were $9.4 million and $19.4 million, respectivelihese decreases were due to the write-down of gitladwd intangible assets totaling
$48.6 million that was recorded during the MarcB2@uarter, which reflected the amount by whichadaeying amount of the intangible
assets exceeded their respective fair market valleswritedown consisted of $33.5 million for goodwill and351 million of other acquire
intangible assets and other assets. These deckgasepartially offset by an increase in amort@atdf intangible assets resulting from our
acquisition of Juno in the September 2001 quameronnection with this acquisition, we recorde® $5million in other intangible assets and
$9.4 million in goodwill. The intangible assets @ring amortized over periods ranging from onestgea years and we are not amortizing the
goodwill associated with our acquisition of Jun@gtordance with SFAS No. 142.

Restructuring Costs.

During the six months ended December 301240e recorded approximately $2.4 million in restaning costs, which consisted of
$0.6 million in employee termination benefits arid8million in lease exit costs, which includesharge of approximately $0.8 million to
write-off leasehold improvements associated withfotmer offices in New York. In an effort to streine our operations in response to
changing market conditions, we reduced NetZeroikfwoce by approximately 93 employees during thxensonths ended December 31,
2001. Of the 93 employees terminated, 35 werelassand marketing, 26 were in general and admatigé, 23 were in product developme
6 employees were at RocketCash, and 3 were in netvp®rations. In addition, we closed our regiaaés offices in San Francisco and
combined NetZero's and Juno's offices into ondifiagh New York.
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Merger-related Costs.

During the six months ended December 3012@e incurred merger-related costs of $2.8 millibine merger-related costs include
certain legal, banking and accounting fees incubgeduno in connection with the merger, consulfees for the integration of Juno and
NetZero's operations, and bonuses paid to emploiressding employee stay bonus accruals for ceitaly Juno employees which
anticipate paying in March 2003. We expect to pdgitzonal restructuring and merger-related costsatfveen $4.6 and $6.6 million over the
next 15 months as we further streamline and codest@iour operations.

Interest Income, Net.

Interest income, net for the three montieel December 31, 2001 was $1.6 million, whichespnted a decrease of $2.3 million, or
59%, from pro forma $3.9 million for the three masmiended December 31, 2000. Pro forma interestriacaet for the six months ended
December 31, 2001 was $3.3 million, which represgat decrease of $5.3 million, or 62%, from $8.Bioni for the six months ended
December 31, 2000. These decreases in intereshaatet were a result of lower average cash badeenne lower interest rates, partially
offset by reduced interest expense as a resubt@kdses in capital lease and notes payable baldnterest income consists of earnings on
our cash and cash equivalents, short-term invedthaem restricted cash. Interest expense congistecest expense on capital leases and
notes payable.

Other Income (Expense), Net.

Other income (expense), net for the six thh®ended December 31, 2001 was $1.0 million. Duttke quarter ended September 30, 2
we sold substantially all of the assets of RockshCand recognized a gain of approximately $1.0ianill

Income Taxes.

As a result of operating losses and oubility to recognize a benefit from our deferred tessets, we have not recorded a benefit for
income taxes for the quarters and six months ebadegmber 31, 2001 and 2000.
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Historical Three and Six Months Ended December 312001 Compared to
The Historical Three and Six Months Ended DecembeB1, 2000

The Merger was accounted for under thelmge method of accounting for business combinat@ssuch, the historical results reflect
only the financial impact of the Merger subsequereptember 25, 2001. The following table setthfdor the periods presented, selected
unaudited historical statements of operations (latdhousands):

Three Months Ended Six Months Ended
December 31, December 31,
2001 2000 2001 2000
Income Statement Data:
Revenues
Billable services $ 41,03 $ 108 $ 48,69¢ $ 53¢
Advertising and commerce 7,012 15,90« 13,457 31,937
Total revenues 48,041 16,00¢ 62,15¢ 32,47¢
Operating expense
Cost of billable services 23,211 54 31,47¢ 22t
Cost of free services 8,69¢ 21,58¢ 21,91¢ 39,91
Sales and marketing 9,82( 15,72: 14,15 28,58¢
Product development 6,85( 5,891 11,18¢ 10,11:
General and administrative 7,51 6,20¢ 14,46¢ 10,91¢
Amortization of stock-based charges 2,52¢ 6,407 3,56¢ 11,14(
Amortization of goodwill and intangible assets 4,68~ 6,38( 4,78¢ 10,19¢
Restructuring costs 2,07t — 2,43¢ —
Total operating expenses 65,37¢ 62,24¢ 103,98« 111,09:
Loss from operation (17,329 (46,239 (41,829 (78,619
Interest income, net 1,58¢ 2,88¢ 2,94: 6,43
Other income (expense), net — — 1,007 (39)
Net loss $ (1574) $ (4335H) $ (37,879 $ (72,220
| | | .|
Revenues.
Billable Services

Billable services revenues for the threenthe ended December 31, 2001 were $41.0 millionchvrepresented an increase of
$40.9 million compared to the three months endeckBber 31, 2000. Billable services revenues fostkenonths ended December 31, 2
were $48.7 million, which represented an incredsg18.2 million compared to the six months endedddeber 31, 2000. Billable services
revenue increased as a result of the launch dfi#tgero Platinum billable service plan during tharbh 2001 quarter and the acquisition of
Juno in the September 2001 quarter, which added8@&000 pay users to our billable services.

Advertising and Commerce

Advertising and commerce revenues for tinee months ended December 31, 2001 were $7.@millvhich represented a decrease of
$8.9 million, or 56%, from $15.9 million for there months ended December 31, 2000. Advertisingcanmanerce revenues for the six
months ended December 31, 2001 were $13.5 milibich represented a decrease of $18.4 million886,5rom $31.9 million for the six
months ended December 31, 2000. Advertising andrence revenues decreased as a result of the teionimd several significant
advertising agreements during 2001, the
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most significant of which were LookSmart and Cisdecreased advertising inventory as a result ajeifimitations imposed on our free
services and overall softness in the online adsiagimarket, including significant declines in adigng rates and the number of advertis



on our services. During the quarter ended Decei@be2000, we generated approximately $5.6 and ili®n of advertising and commerce
revenues from LookSmart and Cisco, respectivelgt,caming the six months ended December 31, 2000emerated approximately $9.5 and
$3.4 million of advertising and commerce revenuemfLookSmart and Cisco, respectively.

Cost of Billable Services.

Cost of billable services for the three andmonths months ended December 31, 2001 wag $28ion and $31.5 million, respectivel
Cost of billable services increased over the prear periods as a result of the launch of the NetPéatinum billable service plan during the
March 2001 quarter and the acquisition of JundvenSeptember 2001 quarter, which added over 87fha&pisers to our billable services.
Prior to the March 2001 quarter we did not have gany users and billable service revenues relatsdlas of CD's, which were $0.1 million
and $0.5 million for the three and six months enBedember 31, 2000, respectively.

Cost of Free Services.

Cost of free services for the three moetided December 31, 2001 were $8.7 million, whighegented a decrease of $12.9 million, or
60%, from $21.6 million for the three months en@Etember 31, 2000. Cost of free services for thensinths ended December 31, 2001
were $21.9 million, which represented a decrea$i 8f0 million, or 45%, from $39.9 million for tlsix months ended December 31, 2000.
Cost of free services decreased as a result dfliimns imposed on our free users, which contrihteea 15% decline in the number of active
users of our free services during the December 20@iter, a decrease in the average hourly castedfommunications services purchased,
and a decrease in customer support costs assouidledur free users, partially offset by an in@edn the number of active free users as a
result of our acquisition of Juno, which added a¥érmillion free users to our service.

Sales and Marketing.

Sales and marketing expenses for the thi@hs ended December 31, 2001 were $9.8 millidniclwrepresented a decrease of
$5.9 million, or 38%, from $15.7 million for thert/e months ended December 31, 2000. Sales and tingrk&penses for the six months
ended December 31, 2001 were $14.2 million, wheghesented a decrease of $14.4 million, or 50% $88.6 million for the six months
ended December 31, 2000. Sales and marketing expeesreased as a result of decreased advertrgingramotion expenses and decreased
sales and marketing costs directly related to NetZdormer RocketCash subsidiary, partially oftsgincreased personnel-related costs as a
result of our acquisition of Juno. Advertising gardmotion expenses decreased by approximatelyriliBn and $13.1 million compared to
the three and six months ended December 31, 268pectively.

Product Development.

Product development expenses for the tim@eths ended December 31, 2001 were $6.9 millidnichwrepresented an increase of
$1.0 million, or 17%, from $5.9 million for the #& months ended December 31, 2000. Product devefdmrpenses for the six months
ended December 31, 2001 were $11.2 million, whegresented an increase of $1.1 million, or 11%nf#10.1 million for the six months
ended December 31, 2000. Product development itmsesaised as a result of increased personnel-tetates as a result of our acquisition of
Juno, which were partially offset by a
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$0.6 million decrease in product development casta result of the sale of substantially all ofakeets of RocketCash in August 2001.
General and Administrative.

General and administrative expenses fothitee months ended December 31, 2001 were $7lidmilvhich represented an increase of
$1.3 million, or 21%, from $6.2 million for the #& months ended December 31, 2000. General anaiathative expenses for the six
months ended December 31, 2001 were $14.5 millibiich represented an increase of $3.6 million,3%63from $10.9 million for the three
months ended December 31, 2000. General and adratiie expenses increased as a result of incrgassdnnel-related expenses and
occupancy costs as a result of our acquisitiorunbnd increased merger-related costs incurredrinection with our acquisition of Juno,
which were partially offset by a decrease in casts result of the sale of substantially all ofdksets of RocketCash in August 2001.
Included in general and administrative expensesti®three and six months ended December 31, 2@84 $4.5 million and $1.6 million of
merger-related expenses, respectively. These eapeatate to consulting fees incurred for the iradgn of Juno and NetZero's operations
and bonuses paid to employees.

Amortization of Stock-based Charges
Stock-based charges are attributable tdaffe@ving operating expense line items:

Three Months Ended Six Months Ended
December 31, December 31,



2001 2000 2001 2000

Operating expense

Cost of billable services $ 52,000 $ — 3 67,000 $ —
Cost of free services 27,00( 89,00( 60,00( 239,00(
Sales and marketing 238,00( 1,451,00! (154,000 2,589,001
Product development 569,00 2,772,001 893,00( 3,523,001
General and administrative 1,638,001 2,095,001 2,699,00! 4,789,001

Total stock-based charges $ 2,524,000 $ 6,407,000 $ 3,565,000 $ 11,140,00

Amortization of stock-based charges forttiree months ended December 31, 2001 were $2lidmilvhich represented a decrease of
$3.9 million, or 61%, from $6.4 million for the #& months ended December 31, 2000. Pro forma aaiiot of stock-based charges for the
six months ended December 31, 2001 were $3.6 milidnich represented a decrease of $7.5 millio®886, from $11.1 million for the six
months ended December 31, 2000. The decrease irization of stock-based charges is a result oktile of our RocketCash subsidiary in
the September 2001 quarter, the cancellation oksecurities that were previously being amortiaegt their vesting period and decreased
stock-based charges associated with our acquigifi®mpli.com in August 2000. These decreases wartally offset by increased stock-
based charges in connection with the acceleratstihgeof restricted stock awards that occurred @oBer 2001.

Amortization of Goodwill and Intangible Assets.

Amortization of goodwill and intangible ass for the three months ended December 31, 2002600 was $4.7 million, and
$6.4 million, respectively. Amortization of goodwind intangible for the six months ended Decenie2001 and 2000 was $4.8 million
and $10.2 million, respectively. These decreases dee to the write-down of goodwill and intangibkesets totaling $48.6 million that was
recorded during the March 2001 quarter, which otflé the amount by which the carrying amount ofitihi@ngible assets exceeded their
respective fair market values. The write-down cstesl of
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$33.5 million for goodwill and $15.1 million of agh acquired intangible assets and other assetseTdecreases were partially offset by an
increase in amortization of intangible assets tagufrom our acquisition of Juno in the Septemd@®1 quarter. In connection with this
acquisition, we recorded $59.8 million in otherimgible assets and $9.6 million in goodwill. Theangible assets are being amortized over
periods ranging from one to seven years and waaramortizing the goodwill associated with ourwisdion of Juno in accordance with
SFAS No. 142.

Restructuring Costs.

During the six months ended December 30120e recorded approximately $2.4 million in restaying costs, which consisted of
$0.6 million in employee termination benefits paidur employees and $1.8 million in lease exitgoshich includes a charge of
approximately $0.8 million to write-off leaseholdprovements associated with our former offices @wiN¥ork. In an effort to streamline our
operations in response to changing market conditie reduced NetZero's workforce by approxima®@ymployees during the six months
ended December 31, 2001. Of the 93 employees tatedn35 were in sales and marketing, 26 werenerge and administrative, 23 were in
product development, 6 employees were at Rocket@ash3 were in network operations. In addition,clesed our regional sales offices in
San Francisco and combined NetZero's and Junate®fhto one facility in New York.

Interest Income, Net.

Interest income, net decreased as a reklatver average cash balances and reduced intatest The decrease in interest income, net
was partially offset by decreased interest expasseresult of decreases in capital lease and payeble balances.

Other Income (Expense), Net.

Other income (expense), net for the six thh®ended December 31, 2001 was $1.0 million. Duttie quarter ended September 31, 2
we sold substantially all of the assets of RockslCand recognized a gain of approximately $1.Cionill

Income Taxes.

As a result of operating losses and oubilitg to recognize a benefit from our deferred tessets, we have not recorded a benefi



income taxes for the three and six months ende@mber 31, 2001 and 2000.
Liquidity and Capital Resources

From our inception to December 31, 200Erafions have been financed primarily through #ie ef equity securities, and, to a lesser
extent, cash generated from its billable servicesavertising and commerce revenues, net casliraddtom acquisitions, equipment lease
financing. At December 31, 2001, we had approxitge#&25.8 million in cash, cash equivalents andisterm investments and
approximately $6.6 million in restricted cash.

For the six months ended December 31, 20€cash used for operating activities was $2Glomconsisting primarily of operating
losses, a decrease in accounts payable and aexpedses, partially offset by depreciation and &zaiion, stockbased charges, a reduct
in restricted cash accounts receivable, and ots®ta and an increase in deferred revenue. Feitimonths ended December 31, 2000 net
cash used for operating activities was $50.0 nmiliidhich consisted of operating losses, increasethiar assets and accounts receivable,
partially offset by depreciation and amortizatistock-based charges, and an increase in accowgblpand accrued expenses.
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For the six months ended December 31, 20€cash provided by investing activities was $286illion of which $32.3 million
represented the net cash acquired from the adguisif Juno, offset by $6.7 million net purchaséstmrt-term investments. For the six
months ended December 31, 2000, cash used fortingestivities of $50.4 million consisted of netrphases of short-term investments for
$39.6 million, cash paid for acquisitions, net agls acquired of $7.4 million and capital expendisusf $3.4 million.

Net cash used for financing activities &5 million for the six months ended December2l]1 and related to payments on capital
lease and notes payable obligations, and commahk stpurchases. In the six months ended Decemh&0BD cash used for financing
activities was $4.4 million and related to paymem<apital lease and notes payable obligations.

Our original business model of offeringefilaternet access was predicated on deriving regefrom a variety of advertising and online
commerce-related arrangements. However, softnebg iadvertising market and reduced Internet atbuegtrates have resulted in declining
advertising revenues. We have limited visibilitytasvhen, or if, online advertising rates will sitete or increase, and recognize that they
continue to decrease. We have taken steps to adoluesleclining advertising revenues by focusirigres on billable services and
implementing restrictions designed to decreasedlsés of our free services. In addition, we havelémented limitations on operating
expenses, particularly with regard to our market@rgenses. We have substantially built out our aghinfrastructure and, in the near term,
do not foresee the need for the same level of @lagipenditures we have experienced in the past.der to generate positive cash flow, we
must continue to increase revenues from billabfeises and maintain or increase advertising revenldle controlling telecommunications
costs, operating expenses and capital expenditMigsy factors will impact our ability to grow revess including, but not limited to, the
number of users who sign up for billable servitles,growth or reduction in our user base, the igeadvertising market, and our ability to
sell our existing products and develop new revegergerating products. We cannot assure you thatilvbenable to maintain or grow our
pay users. In addition, as a result of implemeniiimgations on our free services, we anticipaia tlve may lose a number of our active free
users. There can be no assurance that we will lee@leffectively manage our business to decreaseash flow deficit.

We are continuing to integrate the operatiof NetZero and Juno, and, as a result, we expéctur between $4.6 and $6.6 million in
restructuring and merger-related costs over thé iexnonths. We anticipate that we will realizetlier synergies in the future particularly in
the areas of customer support and billing. Howetheme can be no assurance that we will be atdadoessfully integrate all of the operati
of NetZero and Juno and realize all such synergies.

We have invested significantly in our netlwimfrastructure, software licenses, furniturefdres and equipment and may need to make
further investments in the future. The actual ama@ficapital expenditures will depend on the rdtgrowth or reduction in our user base,
which is difficult to predict and could change detioally over time. Technological advances may aéspiire us to make capital expenditures
to develop or acquire new equipment or technol®¥gg.intend to use cash to fund our future operdtisges, repurchase outstanding com
stock on a limited basis, and, in combination veiéipital lease financing, fund any necessary futaptal expenditures. However, we cannot
assure you that lease financing will be availalsidavorable terms, if at all, and if it is not aedile, we would be required to use a greater
portion of cash to fund any capital expenditures.

We currently anticipate that our existirggle, cash equivalents and short-term investmetitbevsufficient to fund our operating
activities, capital expenditures and other obligiadi for at least the next twelve months. HowevYewgi are not successful in generating
sufficient cash flow from operations, we may needdise additional capital for a variety of reasomduding, without limitation, to fund our
operations, expand our marketing activities, dgvelew or enhance existing
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services or products to respond to competitivequnes or to acquire complementary services, busiises technologies. We may need to
raise additional capital through public or priveitencings, strategic relationships or other areangnts. This additional funding, if needed,
might not be available to us on acceptable termat all. Our failure to raise sufficient capitah@an needed could have a material adverse
effect on the business, results of operations arah€ial condition. If additional funds were raisgbdough the issuance of equity securities
percentage of stock owned by the then-current btuldiers would be reduced. Furthermore, such egeityrities might have rights,
preferences or privileges senior to holders ofawmmon stock.

Recent Accounting Pronouncements

In July 2001, the FASB issued Statement&imdncial Accounting Standards ("SFAS") No. 14u8Bess Combinations.” SFAS No. :
eliminates the pooling-of-interests method of actimg for business combinations except for qualifybusiness combinations that were
initiated prior to July 1, 2001. In addition, SFAB. 141 further clarifies the criteria to recogniatangible assets separately from goodwiill.
The requirements of SFAS No. 141 are effectiveafor business combination accounted for by the mseimethod that is completed after
June 30, 2001 (i.e., the acquisition date is JuB0D1 or after).

In July 2001, the FASB issued SFAS No. 1@8odwill and Other Intangible Assets." Under SFA& 142, goodwill and indefinite-
lived intangible assets are no longer amortizedabeireviewed annually (or more frequently if inypaént indicators arise) for impairment.
Separable intangible assets that are not deentel/®indefinite lives will continue to be amortizexkr their useful lives (but with no
maximum life). The amortization provisions of SFAS. 142 apply to goodwill and indefinite-lived inigible assets acquired after June 30,
2001. With respect to goodwill and intangible assetquired prior to July 1, 2001, the amortizapoovisions do not apply until the Compe
applies the new accounting rules. The Companybeiltequired to implement SFAS No. 142 in the fipsarter of fiscal 2003. The Company
is currently evaluating the impact of SFAS No. 142.

In October 2001, the FASB issued SFAS N, IAccounting for the Impairment or Disposal afrig-Lived Assets," which is
applicable to financial statements issued for figears beginning after December 15, 2001. The FA&Bw rules on asset impairment
supersede SFAS No. 121, "Accounting for the Impaimhof Long-Lived Assets and for Long-Lived Asst8e Disposed Of," and portions
of APB Opinion No. 30, "Reporting the Results ofedgtions.” SFAS No. 144 provides a single accogntmodel for long-lived assets to be
disposed of and significantly changes the critéréd would have to be met to classify an asseelsfor-sale. Classification as held-for-sale
is an important distinction since such assets atel@preciated and are stated at the lower of/&dire or carrying amount. SFAS No. 144 also
requires expected future operating losses fronodtiitued operations to be displayed in the perjdd(g/hich the losses are incurred, rather
than as of the measurement date as presently eelqdine Company will apply the new accounting héginning July 1, 2002 and is in
process of evaluating the impact of adopting SFAS 4.

Future results of operations may vary due to certai factors

Our operating results may fluctuate sulitaliyiin the future as a result of a variety oftiars, many of which are outside of our control,
including those discussed elsewhere in this Forr@1While we currently intend to limit operatingpenses and to gain synergies as a result
of integrating the operations of NetZero and Juvm®may increase our operating expenses and cagjtaehditures for a variety of reasons
including, without limitation, unanticipated growith our user base, expansion of our sales and itiragkefforts, enhancement of the features
and functionality of our services, the developnamew services and products, costs associatedimtégrating acquired companies,
upgrading our internal network infrastructure, pimg new distribution channels and hiring new persd across all levels of the
organization. Expenditures in each of these caiegonay vary
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significantly from period to period. While some exyiges are fixed in the shaerm, total operating expenses are principally rdeiteed on the
basis of anticipated growth in revenues. Thereiaks associated with the timing and achievememéwénue targets due to a variety of
factors, and there can be no assurance that revavilléncrease commensurately with expenses. Assalt of these and other factors,
operating results may vary substantially from cgraid quarter.

Seasonal trends could affect both costsevehues generated. To the extent that expenpesdisignificantly on the amount of usage
by subscribers, any seasonal fluctuations in Itensage could affect expenses during such peoioiiisctuation. We anticipate that the
summer and yeagnd vacation and holiday periods will impact useffic levels. Moreover, the rate at which new gsgign up for our servic
may be related to gifts or purchases of persomabpeters, which typically increase during the fowrtilendar quarter because of the holiday
season and may decline during other periods. &sulty billable subscriber registration may be sabjo seasonality. However, because our
business model has changed and our operatingyistbmited, it is difficult to accurately predithese trends and plan accordingly. Since
operating expenses are based on expectationsuoé frigvenues, it is possible that seasonal fluictosicould materially and adversely affect
our business, results of operations and financiatition.

In addition to seasonality, there are savether factors that may cause our quarter-totquaevenues to fluctuate significantly,
including demand for online advertising, changeadwertising rates, increases or decreases irritiagof our pay services, promotional
discounts, fluctuations in our user count, and teation of material contracts. These and othefacatay cause significant fluctuations in
our quarte-to-quarter revenue:



The timing of implementation of any furthinitations on our free services may impact biéasubscriber registrations as well as the
number of active subscribers on our free service®ctober 2001, we implemented additional limaat on NetZero's free service. This
resulted in a substantial increase in sign-upetwmillable services in October and a decreasieamumber of active free users. Quarterly
fluctuations in our subscriber base, both free @agd may not be indicative of an ongoing trend.

Our billable services revenues and findrreisults are dependent on the number of pay wseosir service. Each month, a significant
number of our pay users cancel their service faaréety of reasons. During 2001, the number of pay users signing-up for our services has
exceeded the number of users canceling their ggrvigart as a result of limitations imposed onfoee services. Increasing our pay user
base involves two components: converting our fezgise users to our billable services and gainiey pay users who have not previously
used our free service. We have experienced, andmthg future experience, decreases in our free hase, which we believe will cause us
to rely more heavily on signing up more pay usens Wwave not previously used our free service. bhtemh, as our pay user base grows, we
are required to obtain an increasing number ofysys to replace the users who cancel their setieeare competing directly with other
billable service offerings and there is no assuzame will achieve success in signing up new paysugéhe average cost to acquire a new pay
user in our industry is significantly higher thae anticipate spending, and there is no assuraatevthwill be able to acquire new pay users
at a reasonable acquisition cost. If we experiel@meeases in the number of new pay users signirfigoapour billable services, our pay user
base is likely to decrease, and our business,tsesibperations and financial position will be atsely impacted.

We have previously experienced reductioresdvertising and commerce revenues from mateaungtbeers and may experience
additional reductions in the future. Our advertisagreement with LookSmart was terminated on Jgnl@r2001. After the termination of
the LookSmart agreement, we experienced a signifidecline in revenues derived from search funetibnon our start page and we do not
anticipate generating the amount of revenue fromstart page that we historically

32

experienced. In addition, we derived approxima®ly of our revenues for the quarter ended Decemhe2@®)1 from our agreement with
General Motors Corporation. While we have a loagn relationship with General Motors Corporatitirey were recently provided reductic

in their advertising obligations and may be prodidelditional reductions in the future. We can gieeassurance that we will continue to
derive the amount of anticipated revenues from Geiotors. The termination or renegotiation of avél agreements, as well as the timing
of orders under material agreements, may causdisa fluctuations in our quarterly advertisingdacommerce revenues. Our business,
results of operations and financial condition Wil materially and adversely affected if we are imaliher to maintain or renew our material
agreements or to replace such agreements withesiegreements with new customers.

RISK FACTORS

Before deciding to invest in our Companyammaintain or increase your investment, you sti@akrefully consider the risks described
below, in addition to the other information in théport and our other filings with the SEC. Th&siand uncertainties described below are
the only ones facing our Company. Additional rigksl uncertainties not presently known to us orweaturrently deem immaterial may also
affect our business operations. If any of thedesractually occur, our business, financial conditio results of operations could be seriously
harmed. In that event, the market price of our camistock could decline and you may lose all or paytour investment.

Risks Associated with the Merger
We may fail to realize the anticipated benefits ofhe Merger.

The Merger was completed on September @31.2The success of the Merger will depend, in, marour ability to realize the anticipa
synergies from combining the businesses of NetZarbJuno. To realize the anticipated benefits isfacbmbination, members of our
management team must develop strategies and imptentrisiness plan that, in addition to addrestiagisks discussed elsewhere in this
document, will:

. successfully integrate each company's organizatmperations, technologies, services and custoasad)
. integrate and retain advertising customers, vengeaisonnel and subscribers from both companies;

. successfully manage telecommunications contracffitmently benefit NetZero's and Juno's services;
. reduce the costs associated with each company'atapes; and

. successfully market both companies' services.

If we cannot achieve these objectives atticipated benefits of the Merger may not be reali In particular, the anticipated cost and
other synergies may not materialize, which wouldeaslely affect our results of operations and fimanmondition and harm the market pri



of shares of our common stock.
Costs associated with the Merger.

We have paid approximately $13.4 milliorréstructuring and merger-related costs in conordtiith the Merger and the integration of
NetZero's and Juno's operations and anticipatenpadditional costs over the next fifteen monthsst€ that have yet to be paid inclt
additional employee termination benefits, earlytcact and lease termination costs, employee stayd®s and other exit costs. While these
additional costs are estimated to be between $#liémeand $6.6 million, there can be no assuratheg actual costs will not exceed estime
amounts.
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Risks Associated with our Operations
We cannot predict our success because our businessdel is unproven and changing.

Juno began offering email services in ApiB6 and NetZero began offering Internet senvic&3ctober 1998. Each company has made
significant changes to its business model to addrkanges in the market as well as other factoesm&y make additional changes to each
company's business model in the future. Theseraatake it difficult to evaluate or predict our fsgmance. We cannot assure you that our
current business model will be successful, thatillenot make significant changes to our modeltattany changes we make to our model
will be successful.

NetZero and Juno have a history of losses and wepect additional losses; our stock price could faks a result of future losses and
negative cash flow.

Both NetZero and Juno have a history cddssand there is no assurance that we will evambegrofitable. NetZero incurred net losses
of approximately $334.5 million from its inceptionJuly 1997 through September 30, 2001. Juno redunet losses of approximately
$191.3 million from its inception in June 1995 thgh September 30, 2001. In the quarter ended Dezre®ih 2001, United Online incurred
net losses of approximately $15.7 million. Althoumlr strategy is to increase revenues and maxitheerofitability of both companies, we
cannot assure you that we will be successful ingisp, or that we will achieve profitability. We ynaever be successful in implementing our
business strategies or in addressing the risksaoértainties facing our company. Even if we dolement these strategies and address these
risks successfully, our business may never becaslaflow positive or profitable. Were we to achigvefitability for any particular period,
we cannot assure you that we would be able toisustancrease profitability on a quarterly or anhbasis thereafter. If we fail to achieve
and maintain profitability, the market price forramommon stock would suffer.

Our business is subject to fluctuations that may rgatively impact the price of our common stock.

NetZero's and Juno's revenues, expensespamdting results have varied in the past and mans fluctuate significantly in the future ¢
to a variety of factors including, without limitati, fluctuations in our pay and free user basengésin the number of hours subscribers use
our services, changes in our business model antsafferings, changes in the market for Intemmbtertising, the effect of material contr:
with advertisers and vendors and fluctuations imket@ng and telecommunications expenses. In adyditar operating expenses are based on
our expectations of our future revenues and agdively fixed in the short term. We cannot asswe that the expectations or projections
made by our management will be achieved by ushEurtore, we may be unable to adjust spending quakbugh to offset any revenue
shortfall, which may cause our business and firemesults to suffer.

Due to all of the above factors and theptisks discussed in this section, you shouldrelyton quarter-to-quarter comparisons of our
results of operations as an indication of futurdgrenance. It is possible that in some future pasiour results of operations may be below
projections of our management and expectationsibligmarket analysts and investors. In this eviw,price of our common stock is likely
to fall.

Our market share and revenues will suffer if we arainable to compete effectively with established angew providers of Internet
access services.

Competition for users of Internet accessises is intense. We compete for users with eisfadll online service and content providers,
such as AOL Time Warner, CompuServe and The Midtd$éstwork; independent national Internet serviceviders, such as EarthLink and
Prodigy; and national
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long-distance carriers, such as AT&T WorldNet, Yeri and MCI WorldCom. We also compete with locgaone companies and regional
and local commercial Internet service providers.

We also face competition from companies piavide broadband Internet access. We do noentlyrprovide broadband services. It is
uncertain whether we will offer broadband serviicethe future. Our failure to develop and implematitroadband strategy will adversely
impact our ability to compete for new users.

We expect competition to continue to intBndany of our competitors have significantly gter resources and larger marketing
budgets, more advanced features and services aed ¢mst structures that may allow them to profitaiffer competing services at a lower
price. While many of our competitors price theargtard services above our standard offering pttiege are other competitors with lower
pricing and there is no assurance that we will tieepcompetitive.

There is no assurance that we will be elbRiccessfully compete. Our inability to effectiveompete could require us to make
significant revisions to our strategies and busimasdel, and would likely result in increased codézreased revenues and the loss of users,
all of which could materially and adversely impaat business, financial position and results ofrapens.

Restrictions on our free services may result in sigficant reductions in our free user base.

NetZero and Juno have from time to timelénpented restrictions and limitations on their fseevices. As a result of these measures
other factors, we have experienced a decline irfreeruser base and a decrease in the number ofisew registering for our free services.

These measures may adversely impact outatpn as a provider of free services and makwoite difficult to recruit new free users.
Since a portion of our strategy is to increasepayr user base by converting free users to pay ,usehsctions in our free user base may
adversely impact this strategy in the long-termerEhcan be no assurance that these measures tallwersely impact our business.

If we are unable to grow our pay user base, we mayot be able to generate revenues.

Growth in our pay user base will be crititmaour future success. Increasing our pay usse Ibavolves two components: converting our
free service users to our pay service and gaingévgpay users who have not previously used ourdeeece. We have experienced, and may
experience in the future, decreases in our freehesse, which we believe will cause us to rely nfwravily on signing up more pay users v
have not previously used our free service. In &mlditas our pay user base grows, we are requiretitain an increasing number of pay users
to replace the users who cancel their service. Weampeting directly with other pay service offigg and there is no assurance we will
achieve success in signing up new pay users. Térag® cost to acquire a pay subscriber in our inglisssignificantly higher than we
anticipate spending, and there is no assurancevihatill be able to acquire new pay users at aomssle acquisition cost. If we experience
decreases in our pay user base, our businesgsresoberations and financial position will be atsely impacted.

We are relying on the migration of freersse pay users as a major source of subscribengrtpay services. Since July 1998, Juno has
advertised to its free users encouraging them gpage and NetZero initiated a similar campaign grdh 2001. There is a risk that repeated
exposure to their advertisements may cause tHeictefeness to decline. Furthermore, to the exteattour number of active free subscribers
declines, we will have a smaller pool of free suitrs to solicit, further reducing the absolutentner of potential migrations to our pay
services. The rate at which users of the free senypgrade to our pay services has from time te tieclined and may continue to decline,
which would adversely impact our ability to retaingrow our pay user base.
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If we are unable to retain subscribers, our businesand financial results will suffer.

Our business and financial results are nié@et on the number of subscribers to our servidasnumber of active subscribers has a
significant impact on our ability to attract advsers, the number of advertising impressions wes lzaxailable to sell, and on how many
billable service subscribers we can potentiallyuéregby soliciting users of our free service. Oumier of billable service subscribers is
critical to our ability to generate revenues. Eaanth, a significant number of subscribers carueir tservice or become inactive and the
majority of registered users are not actively usingservices. This is due to competition, the isifpon of limitations on free services,
changes in pricing plans and other factors. Intamidithere may be significant overlap between et and Juno's active free user bases, sc
the actual combined active user base may be lassattticipated.

We anticipate further significant reducdn our free user base if we implement additioaatrictions on our free services. We may also
in the future make additional changes to the tesnaices of our billable services, which may résuladditional billable subscriber attrition.
If these or other factors result in the loss oigaisicant number of subscribers, our businessfarahcial results will suffer. There is no
assurance that we will be able to effectively remibscribers or generate enough new subscribenake up for lost subscribers.

Federal Trade Commission action could impact our fiancial results and marketing practices



The FTC has been investigating the advegjilling and cancellation practices of varidogernet-related companies, including Juno.
As a result of this investigation, Juno and the EEhtered into a consent agreement, which was apgrby the FTC on June 29, 2001, after a
public comment period. The consent agreement pesvidr redress payments and specific disclosurestes regarding, among other
things, the cost of its Internet access servitesancellation terms and local versus long-digaiarges, as well as the requirement to
provide adequate customer support to process shbscancellations. The compensatory payments ritadate pursuant to the agreement
have not been material. There can be no certaity what impact the FTC order, or any other adi@ may be taken by the FTC, will have
on our business.

If we fail to generate significant revenues and déve a profit from our pay services, we may not belde to support our operations.

Our ability to generate significant revesifi®m our pay services will be critical to ourdte success. Generating pay revenues includes
both increasing our pay user base as well as ni@iimggor increasing our pricing. Juno has offeradgety of pricing programs and has, in
certain cases, increased the pricing to certairsusesed on their usage. Juno's monthly prices ftzangeed from $4.95 to $29.95 per month. A
significant number of users who have experiencamkpncreases have discontinued their service, lwaitversely impacts revenues.

Our ability to offer a valupriced pay service will be adversely impacted Bstribers to our pay service use the Internet skegly. We
price our standard offering based on the expectdtiat users will access the Internet for onlyrated number of hours each month. If the
average monthly usage for our pay subscribers esoaer expectations, or if our average hourly mi@munications cost increases, we may
not be able to operate our value priced pay sepsicBtably. We may have to impose hourly limits aur pay services or increase our
standard pricing, either of which could adversetpact our ability to attract and retain users topay services or compete effectively.

If we fail to generate sufficient advertising revenes, we may not be able to support our operations.

Advertising revenues are intended to bargrortant component of our strategy and revenue ba@g forward. Our revenues from
advertising have, from time to time, decreased faquarter to quarter due to a variety of factorsluding the deterioration of the online
advertising market and the

36

decrease in capital available to Internet compani&shave experienced a number of situations wheradvertising arrangements are
terminated early, are not renewed, are reneweidifisantly lower rates or are repriced during teem of the arrangement. Our success may
depend on our ability to effectively target useasdd on demographic and other information. We magunter technical, legal and other
limitations on this ability.

Competition for Internet-based advertigiagenues is intense and the demand for advertiginge has been declining. These and other
factors are causing Internet advertising rateetdige, and it is possible that rates will continaalecline in the future. Many of our
advertising competitors have longer operating his$p greater name recognition, larger user basgsificantly greater financial, technical,
sales, development and marketing resources andestablished relationships with advertisers thamaeé/Ne must also compete with
television, radio, cable and print media for a stafradvertisers' total advertising budgets. Adsers may be reluctant to devote a significant
portion of their advertising budget to Internet edising if they perceive the Internet to be a tedior ineffective advertising medium.

In light of these factors, there can beassurance that we will be able to maintain or gaokwertising revenues.

If we are unable to successfully integrate acquistins into our operations, then we may not realizehie benefits associated with such
acquisitions and our financial condition and resuls of operations may be adversely affected.

We may acquire other companies or undemdker business combinations that can complemeantwuent or planned business
activities. We are currently evaluating the podiibof acquiring and integrating additional Intetrservice providers offering pay services.
Acquisitions may not be available at the timesmterms acceptable to us, or at all. In additi@guiring a business involves many risks,
including:

. disruption of our ongoing business and diversioregburces and management time;

. unforeseen obligations or liabilities;

. difficulty assimilating the acquired operations getsonnel;

. risks of entering markets in which we have littteno direct prior experience;

. potential impairment of relationships with employee users as a result of changes in managemeht; an

. potential dilutive issuances of equity, large amehiediate write-offs, the incurrence of debt, anadimation of goodwill or



other intangible assets.

There can be no assurance that we will naalyefurther acquisitions, that we will be ableotiain additional financing for such
acquisitions, if necessary, or that any acquisgtionll be successful.

We may not realize the benefits associated with oumtangible assets.

We also may not realize the benefits assediwith our intangible assets, including thosmeisited with acquisitions. For example, as of
December 31, 2000, NetZero had approximately $&8lln in intangible assets recorded on its baéaskeet, which primarily included
goodwill and acquired technologies associated agtiuisitions. During the quarter ended March 3D12MNetZero determined the carrying
value of these assets was impaired using the unatised cash flow method and the market comparisethad. An impairment charge
relating to goodwill, intangible assets and otteseds totaling approximately $48.6 million was reled during the quarter, reflecting the
amount by which the carrying amount of the assete@&ded their respective fair values. The impaitmen
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consisted of approximately $33.5 million for goothand approximately $15.1 million for other acadrintangible assets and other assets.
There can be no assurance that we will not expegismmilar impairment losses related to the Meggeasther acquisitions in the future. Any
such loss could adversely and materially impactresults of operations and financial condition.

The provision of Internet access for free createaubstantial risks.

We face numerous costs, operational aral kgks, and other uncertainties associated withpoovision of free Internet access to
consumers. These risks include risks that our gasirbscribers will cancel their subscription andétawto our free service and risks that the
number of hours our free service users use, andasts of providing the service, will not decreas®] may increase.

If the number of our subscribers who renminor return to, the free service is significaniy business and financial results may suffer.
As users of the service spend more time connetlted;osts we incur to provide the service incredisggregate hours of connection time
associated with our free services increase or deominue to decline, our business and finan@slitts may suffer.

We may not be able to grow or retain our user basi we are unsuccessful in maintaining our brands ath marketing our services.

If we are unsuccessful in maintaining aodtimuing to market the NetZero and Juno brandsiag not be able to grow or retain our
user base. Promotion of our brands will dependwrsaccess in providing high-quality Internet proiduand services. If our users and
advertisers do not perceive our existing produstsservices as high quality, or if we introduce naducts or services or enter into new
business ventures that are not favorably receiyeabb users and advertisers, then we may be unssfotén building brand recognition and
brand loyalty in the marketplace.

Our marketing activities may be insuffidiém increase or maintain the size of our subsctiiase and may be insufficient to develop or
maintain awareness of our services. NetZero and Hawe relied on a variety of cash-intensive subsciacquisition activities in the past,
including the distribution of CDs, the acquisitiohcompetitors, fee-based referral agreements gtahsive advertising. These activities may
be curtailed in the future, although there is rgusance that subscriber acquisition costs will éase. If we incur costs in implementing
marketing campaigns without generating sufficieswrsubscribers to our services, or if capital latidns or other factors prevent us from
implementing marketing campaigns, or if marketiaghpaigns undertaken by competitors cause attiii@ur subscriber base, our business
and financial results will suffer.

Our advertising and commerce revenues would signdantly decrease if we lose key marketing and advésing relationships.

We have entered into a number of strategitketing alliances with third parties. The numbfkterminations or nonrenewals of various
types of advertising contracts by our partnersihazased. In particular, Internet companies haaded back the resources devoted to
advertising. In light of the concentration of oulvartisers within the Internet industry, we exptbett we will continue to experience a
significant number of terminations or nonrenewalshie future.

A small number of customers have accoufiedand may in the future account for, a significportion of our advertising and comme
revenues. Each of NetZero and Juno has previouglrienced reductions in revenues from materidiotners. For example, LookSmart,
General Motors and Cisco have been material custoafdNetZero. The LookSmart agreement was terrachat January 2001 and the Cisco
agreement was terminated in August 2001. NetZenea able to replace either agreement with a coap@arrangement. While the
relationship with General Motors Corporation isdeterm, they were recently provided reductionsheirtadvertising obligations and
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may be provided additional reductions in the futWe can give no assurance that we will continugetdve the amount of anticipated
revenues from General Motors.

The termination or renegotiation of sigcdfint agreements, as well as the timing of ordedeusuch agreements, has caused, and may ir
the future cause, significant fluctuations in ouaderly results. Our business, results of opematand financial condition will be materially
and adversely affected if we are unable eitherdamtain or renew our significant agreements oefdlace such agreements with similar
agreements with new customers.

Our business is dependent on a small number of t&lemmunications carriers and our inability to maintain agreements at attractive
rates with such carriers may negatively impact oubusiness.

Our business substantially depends ondpadity, affordability, reliability and security ofir telecommunications networks. Only a
small number of telecommunications providers offfier network services we require. Several vendore haased operations or ceased
offering the services we require, causing us tacdwiendors. In addition, several vendors are égpeing significant financial difficulties
and may be unable to perform satisfactorily ordntimue to offer their service. The loss of venduas resulted, and may in the future result,
in increased costs, decreased service qualitytenbbss of users. Certain of our telecommunicatgarsices are provided pursuant to short-
term agreements that the providers can terminagéect not to renew. In addition, each of our tetemunications carriers provides network
access to some of our competitors, and could chtwogeant those competitors preferential netwoiteas or pricing. Many of our
telecommunications providers compete, or have amcexlian intention to compete, with us in the matdgirovide consumer Internet access.
As a result, any or all of our current telecommati@ns service providers could discontinue prowgdiis with service at rates acceptable tc
or at all, which could materially and adverselyeaffour business, results of operations and fiédwcoindition.

Our margins are highly sensitive to vaoas in prices for the telecommunications servicepurchase. Our business could be harmed if
minimum connection charges increase or become preralent. In addition, the availability and prigiof telecommunications services
varies geographically, and we may not be able tainlmew or substitute telecommunications servieeertain geographic areas on
commercially reasonable terms, if at all.

Our business will suffer if the scope or quality okervice from our telecommunications carriers is indequate.

If our third-party telecommunications seevproviders deliver unacceptable service, theityuafl our Internet access service would
suffer. In this event, we would likely lose userisonare dissatisfied with our service. Since we oibhave direct control over our
telecommunications carriers' network reliabilitydghe quality of their service, there can be naasse that we will be able to provide
consistently reliable Internet access for our users

We do not offer Internet access in all ardéany potential subscribers may be unable tosscoar services through a point of presence
that is within their local calling area. These sufisers may be particularly reluctant to use ouvise to access the Web, either through our
free service or through a billable service, duthtotelecommunications charges that they wouldrindle cannot be sure if or when additic
infrastructure developments by our telecommuniceatiproviders will establish points of presence timater these areas at costs acceptable to
us.

If we fail to manage our telecommunications or ouinternal network capacities, our service levels maguffer or we may experience
increased per-user costs.

We will have to accurately anticipate outufe telecommunications capacity needs within-tiaé requirements. If we fail to procure
sufficient quantities of telecommunications sersiose
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may be unable to provide our users with acceptsdateice levels. We also run the risk of purchasirgessive amounts of telecommunicat
services. In that event, we would be required far ltiee costs of excess telecommunications capadityput commensurate increases in
revenues or subscriber usage. NetZero and Junorbeestly experienced decreases in telecommunitatisage in excess of the amounts
anticipated when entering into certain agreememtselecommunications services. This has resuitaignificant excess capacity in the near
term, which may result in increased costs per asen hourly basis if we are not able to implentkatsynergies contemplated by the Mel
Our failure to effectively manage telecommunicasiaosts would likely have a material adverse eff@cbur business, results of operations,
financial position and cash flow.

In addition, we may from time to time exipace increases in our telecommunications usagehvexceed our then-available
telecommunications capacity and the capacity ofimiernal servers. As a result, users may be urtabyegister or log on to our service, may
experience a general sladown in their Internet access or may be disconuldctan their sessions. Excessive user demand @dsidresult ir
system failures of our internal server networksiclwlwould prevent us from generating advertisingereies. Inaccessibility, interruptions



other limitations on the ability to access our ggrdue to excessive user demand, or any failuoeipgervers to handle user traffic, could
have a material adverse effect on our reputatichcam revenues.

We may not successfully develop and market new prodts in a timely or cost-effective manner; consumeror advertisers may not
accept our new products.

We may not be able to compete effectivilya are not able to adapt to changes in technadoglindustry standards, and to develop
introduce new and enhanced products and servieeirmds. New products may be dependent on our abtaireeded technology from third
parties. We also believe that our ability to corepmiccessfully will also depend upon the contineeedpatibility of our services with
products offered by various vendors.

If we are unable to respond in a timely nerto technological advances, we may not be abteinpete effectively for users, which
could cause our revenues to decrease. We havedegheand may in the future expend, significantwesss developing and implementing
new products. Product development involves a nurabencertainties, including unanticipated delagd expenses. New products may have
technological problems or may not be accepted Ibysers or advertisers. Several of the new produetiave offered, or intend to offer, are
intended to generate additional revenues for usrdts no assurance that such products will provgeith any meaningful revenue. In
particular, the expansion of a broadband servitariofy, including a cable offering, could resultsignificant expenses without a
commensurate increase in revenues.

We may not be able to compete effectively if we areot able to protect our proprietary rights.

If we are not able to protect our proprigtaghts, we may not be able to compete effecyivéle principally rely upon patent, copyright,
trade secret and contract laws to protect our petayy technology. We cannot be certain that weehalen adequate steps to prevent
misappropriation of our technology or that our cetitprs will not independently develop technolodiest are substantially equivalent or
superior to our technologies. In addition, sincepr@vide our Internet access software for free aveeextremely susceptible to various forms
of unauthorized use of our software. These actiondd adversely affect our brand names.

In addition, both Juno and NetZero haveagied in lawsuits and expended significant resouattespting to enforce their proprietary
rights. We may attempt to enforce our proprietégits in the future, which could result in signéit costs without a corresponding economic
or competitive benefit.
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We may incur substantial costs and diversion of maagement resources if we are accused of infringingpon the proprietary rights of
others.

Third parties may assert claims againgobumfringement of their proprietary rights and#e claims may be successful. In addition, a
number of third-party owners of patents have claiteehold patents that cover various forms of anltiransactions or online technology. As
with other online service providers, patent claoosald be asserted against us based upon our sepritechnologies. NetZero and Juno have
had claims asserted against them in the past gththey do not believe that any claims to datenzaerial to their businesses.

We could incur substantial costs and dieersf management resources in the defense of lanpsrelating to proprietary rights. Parties
making these claims could secure a judgment awguslibstantial damages as well as injunctive orrahaitable relief that could effectively
block our ability to use our products in the Unitgites or abroad. If a third party asserts a ctalating to proprietary technology or
information against us, we may seek licenses tantiedlectual property from the third party. We oahbe certain, however, that third parties
will extend licenses to us on commercially reastmadrms, or at all. If we fail to obtain the nesay licenses or other rights, it could
materially and adversely affect our ability to agerour business.

A security breach, virus or inappropriate use by Inernet users could disrupt our service.

The future success of our business willetelpon the security of our network and, in partfl@security of the network infrastructures
our third-party telecommunications service providén addition, the sending of "spam" through cetwork could result in third parties
asserting claims against us. Unauthorized or irgppate access to our computer systems, includingurent or former employees, could
potentially jeopardize the security of confidentrgbrmation, including credit card information,dathat could cause losses to our users or us.
Users or third parties may also potentially expaséo liability by "identity theft." Users or otteemay assert claims of liability against us as a
result of any failure by us to prevent these nekwoalfunctions and security breaches. Althoughmterid to use industry-standard security
measures, such measures have been circumventeslpagt, and we cannot assure you that these resasilirnot be circumvented in the
future. We also cannot assure you that the secmetgsures of our third-party network providersypters of billing or customer services or
other vendors will be adequate. In addition to ptié legal liability as a result of computer viassor other inappropriate uses or security
breaches, we may have to interrupt, delay, or tearpp cease service to our users, which could lwreaterial adverse effect on our revel
and could also result in increased user turnc



If our software or hardware contains errors, or if we encounter difficulties integrating our systems iad technologies, our business
could be seriously harmed.

The software and hardware used to operatgoeovide our services is complex and may contantetected errors or failures. We have in
the past encountered, and may in the future eneguatrors in the software or hardware used toaipayur business and provide our servi
This has resulted in, and may in the future rasylh number of adverse consequences, which haledied or may include:

. users being disconnected from our service or benaiple to access our service;
. loss of data or revenue;
. injury to reputation; and
. diversion of development resources.
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We have experienced some technical anaeustsupport issues associated with our productsaftware releases. These issues have
resulted in users discontinuing our service anctlaversely impacted our revenues. A number of &etZ and Juno's material technologies
and systems, including their software client systeilling systems, ad-serving technologies andaocuosr relationship management systems,
are based on different platforms or are sourceni fiidferent vendors. To the extent we attempt tegrate these technologies and system
may experience a humber of difficulties, errordufas and unanticipated costs. In addition, viltuavery aspect of NetZero's internal
operations is dependent upon software provideddagl® and any significant failure of this softwamild materially and adversely affect our
business. We cannot assure you that we will notggpce significant problems in the future.

We are dependent on third parties for technical anctustomer service support and our business may seffif they are unable to
provide these services, cannot expand to meet oueads, or terminate their relationships with us.

Our business and financial results depenplart, on the availability and quality of livectenical and customer service support services.
We outsource most of these functions from Clienttd@@prporation. As a result, we maintain only a Bmamber of internal customer servi
personnel. We are not equipped to provide the sacgsange of customer service functions in thenetreat ClientLogic becomes unable or
unwilling to offer these services to us. At timé@sno's subscribers have experienced lengthy waitinigds to reach representatives trained to
provide the technical or customer support they ireqivaintaining desired customer support levely meguire significantly more support
personnel than are currently available to us, gmicantly greater expense than we feel it is appate, or than we are able, to incur. If our
relationship with ClientLogic terminates and we anable to enter into a comparable arrangementaviiplacement vendor, if our current
vendor is unable to provide the quality and qugitservice required, or if we are unable to depehternally the additional customer
service and technical support capacity we expecetal, our business and financial results willeuff

We are dependent on third-party software to accuratly bill subscribers to our various pay services.

The operation of our pay services requinesaccurate operation of billing system softwarei® and our development of policies
designed to reduce the incidence of credit canadfi@nd other forms of "chargebacks." If errorsgdef or malfunctions occur in the operation
of our billing system, we could erroneously overgeacustomers or under-collect revenue, eitherto€lvcould hurt our business and
financial results.

We cannot predict our future capital needs and we @y not be able to secure additional financing.

We may need to raise substantial addititurads in the future to fund our operations. Adaigl financing may not be available on terms
favorable to us, or at all. If adequate funds areavailable or not available when required in isight amounts or on acceptable terms, we
may not be able to devote sufficient cash resoumesntinue to provide our services in their catri®@rm, acquire additional subscribers,
enhance or expand our services, respond to cornpatitessures or take advantage of perceived aputes, and our business and financial
results may suffer, or we could be forced to ceaseperations entirely.

If we are unable to successfully defend against lalgactions against us, we could face substantiahbilities.

NetZero and Juno are currently partiesstieding legal actions against them. Defending agéirese lawsuits may involve significant
expense and diversion of management's attentiomesodirces from other matters. Due to the inhareo¢rtainties of litigation, we may not
prevail in these actions.
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In addition, our ongoing operations may continusubject us to significant litigation and costghe future.
Our business could be shut down or severely impactef a natural disaster occurs.

Our computer equipment and the telecomnatioias infrastructure of our third-party networlopiders are vulnerable to damage from
fire, earthquakes, power loss, telecommunicatiaiisres, and similar events. NetZero has experigsdeaations where power loss and
telecommunications failures have adversely impaségdice, although to date such failures have aehbmaterial to its operations. A
significant portion of our computer equipment, udihg critical equipment dedicated to our Intermetess services, is located at our
headquarters in Westlake Village and at facililekos Angeles and San Jose, California; Cambrififgssachusetts; and Jersey City, New
Jersey. A natural disaster or other unanticipatedlpms at our headquarters or at a network hulwjtbin a third-party network provider's
network, could cause interruptions in the servibes we provide. Our systems are not fully redundany prolonged disruption of our
services due to system failure could result in tiserover and decreased revenues.

Our ability to operate our business could be serialy harmed if we lose members of our senior managemt team and other key
employees.

Our business is largely dependent on thegpal efforts and abilities of our senior manageinaed other key personnel, particularly
Mark Goldston, our chairman, chief executive offiaed president. Any of our officers or employeas terminate his or her employment
relationship at any time. The loss of these keyleyges or our inability to attract or retain otlyeralified employees could seriously harm
business and prospects. We do not carry key maimbiurance on any of our employees.

We will not be able to grow our business if we areot able to retain or hire additional personnel.

Our future success also depends on outyatailattract, retain and motivate highly skillegthnical, managerial, editorial, merchandis
sales, marketing and user service personnel. Caopdbr such personnel is intense, particulanyhe Internet and high technology
industry. As a result, we may be unable to sucollgsdttract, assimilate or retain qualified pemseh In addition, the Merger may cause m
employees to leave the company, many of whom mamtbgral to our integration efforts. If we canmetain those employees who are key to
the integration of the businesses of NetZero amd Jour operations and integration efforts couldteersely affected.

Any staff attrition we experience, whetidtiated by the departing employees or by us, dqlhce a significant strain on our
managerial, operational, financial and other resesirThere can be no assurance that we will betalidentify and hire adequate replacen
staff promptly, or at all. Both Juno and NetZeredangaged in significant staffing reductions additonal staffing reductions may take
place. These reductions may make it more diffifartus to integrate the businesses of NetZero and,Jmanage existing, or establish new,
relationships with advertisers, vendors and otlagtigs, or to integrate, expand and improve ouriserfferings. Our business and financial
results could suffer as a result of the staff réidus undertaken to date and from any future seftictions and attrition that might occur.

Changes in government regulation of the provisionfdnternet services could decrease our revenues ariitcrease our costs.

Changes in the regulatory environment réigarthe Internet could decrease our revenuesramdase our costs. As a provider of Inte
access services, we are not currently subjectréztdiegulation by the Federal Communications Cossinn. However, some
telecommunications carriers
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have sought to have communications over the Inteegrilated by the FCC in the same manner as otbes traditional telecommunications
services. Local telephone carriers have also peétl the FCC to regulate Internet service providessmanner similar to long distance
telephone carriers and to impose access fees sa fiteviders and some developments suggest thatthg be successful in obtaining the
treatment they seek. In addition, we operate omices throughout the United States, and reguledatirorities at the state level may seek to
regulate aspects of our activities as telecommtipitsiservices. As a result, we could become subjeeCC and state regulation as Internet
services and telecommunications services converge.

Changes in, or interpretations of, laws regarding ansumer protection could subject us to liability orcause us to change our practices.

Consumer protection laws and enforcemetimra& regarding advertising and user privacy, esfigaelating to children, are becoming
more prevalent. The FTC has conducted investigstfioto the privacy practices of companies thatemblinformation about individuals on t
Internet and has also investigated a variety @rhret service providers, including Juno, in conioectvith marketing and disclosure practices.
Various state agencies as well as individuals las@ asserted claims against, or instituted ingslimto, Internet service providers, including
Juno and NetZero, in connection with marketing disdlosure practices. There is no assurance thiegavuices and business practices, or
changes to our services and business practicdsiatvisubject us to claims and liability. The emaent of any additional laws or regulation:



this area, increased enforcement activity of exgstaws and regulations, or claims by individuaisld significantly impact our costs or the
manner in which we conduct business, all of whichld cause our business to suffer and adverselgdimur results of operations.

We could be exposed to liability for defamation, ngligence and infringement.

Because users download and redistributenmats that are cached or replicated by us in colimewith our Internet services, claims
could be made against us for defamation, negligeroq@yright or trademark infringement, or otherdties based on the nature and content of
such materials. While we have attempted to obtai@ karbor protection against claims of copyrigiitingement under the Digital
Millennium Copyright Act of 1998, there can be neagantee that we will prevail in any such claims s¥so could be exposed to liability
because of third-party content that may be acclesitough our services, including links to Welesitnaintained by our users or other third
parties, or posted directly to our Web site andseghiently retrieved by a third party through ouvises.

Seasonal trends in Internet usage and advertisingales may negatively affect our business.

Seasonal trends could affect the advedistvenues we generate from operating our Intexgrices. To the extent that our advertising
revenues depend on the amount of usage by our, seasonal fluctuations in Internet usage coulecafbur advertising revenues during th
periods of fluctuation. In addition, the rate atiethnew users sign up for our services may varyndurertain seasons and holiday periods.
Because our operating history is so limited, dificult for us to accurately predict these trerahal plan accordingly. Since our operating
expenses are based on our expectations of futueaues, it is possible that seasonal fluctuatiangdcmaterially and adversely affect our
revenues and our operating results.
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Risks Related to the Market for Our Common Stock

NetZero's and Juno's stock prices have been highiyolatile; our stock price may be highly volatile aml may cause limitations on the
trading market for our stock.

The market price of NetZero's and Junafsroon stock fluctuated significantly in the pasteTharket price of our common stock has
fluctuated significantly since our stock began itngcon the Nasdaq National Market in Septemberitisdikely to continue to be volatile
with extreme volume fluctuations. The Nasdaq Natidvarket, where most publicly held Internet comiparare traded, has experienced
substantial price and volume fluctuations. Thesatdmarket and industry factors may harm the mamie¢ of our common stock, regardl
of our actual operating performance, and for thistber reasons we could continue to suffer sigaift declines in the market price of our
common stock.

Future sales of our common stock may negatively &€t our stock price.

Approximately 39 million shares are curhgimutstanding and available for resale, subjestdiome and manner of sale limitations
applicable to affiliates under Rule 144. The magpeite of our common stock could decline as a texfidales of a large number of shares of
our common stock in the market, or the perceptian such sales could occur. These sales also miglk it more difficult for us to sell
equity securities in the future at a price thatthiek is appropriate, or at all.

We may issue common stock resulting in dilution tour stockholders, and the dilutive effect of thesessuances would increase to the
extent that our stock price declines.

Juno entered into a number of relationshipghich it may use its common stock to compen#ztd parties for services, including
subscriber referral services, and we may enteradtbitional such relationships in the future. ¥ tirice of our common stock should decline,
our electing to pay with common stock would enigsling a relatively larger number of shares, iasigg the dilutive effect on our
stockholders, and potentially impairing our abilityexecute financing transactions. Additionalhg third parties to whom we issue common
stock will generally have registration rights theduire us to register these shares of common $tocksale in the public markets. The ma
price of our common stock could decline as a resfdales of these shares in the market, or theepéon that such sales could occur. If we
raise additional funds, acquire assets, or obtagug or services through the issuance of equityrgiss, stockholders may experience
significant dilution of their ownership interestdathe newly issued securities may have rights soptr those of our common stock. The
dilutive effect of these issuances will be increbgethe extent our share price declines.

Our directors will have the ability to exercise sigificant influence over us.

Our executive officers, directors, and passand entities affiliated with our executive oéfis or directors, own in the aggregate
approximately 20% of our outstanding common stédaka result of this concentration of ownership, executive officers and directors will
be able to exercise significant influence over erattequiring approval by our stockholders, inahgdihe election of directors and approva
significant corporate transactions. This conceitnadf ownership could also have the effect of diglg or preventing a change in control



the Company that may adversely impact stockholdersreventing them from realizing a premium prioetheir stock in connection with a
sale of the Company.

We have anti-takeover provisions which may make idifficult for a third party to acquire us.

Provisions of our certificate of incorpaoat, our bylaws and Delaware law could make it ndiffcult for a third party to acquire us,
even if doing so might be beneficial to our stodklees because of a premium price offered by a piatiesccquiror. In addition, our board of
directors adopted a
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stockholder rights plan on November 15, 2001, wiscin anti-takeover measure that will cause subiatalilution to a person who attempts
to acquire the company on terms not approved byoard of directors.

We do not plan to pay dividends in the foreseeablaiture and, as a result, you will need to sell youshares in order to realize a near-
term return on your investment.

We intend to retain any future earninginance the operation and expansion of our busiardsdo not anticipate paying any cash
dividends in the foreseeable future. Consequestckholders will need to sell shares of commonlsto order to realize a return on their
investment, if any.

ITEM 3. QUANTATATIVE AND QUALATATIVE DISCLOSURES AB OUT MARKET RISK

We maintain a short-term investment poidfobnsisting of A1 and P1 commercial paper, U.8vé&nment or U.S. Government Agency
obligations and money market funds. Increases antkdses in short-term interest rates could hawatarial impact on interest income from
our investment portfolio.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

There have been no material developmerttseitegal proceedings discussed in our QuartegfydR on Form 10-Q filed with the SEC
on November 14, 2001 and, as of the date of thi®Rgthere are no new material legal proceediagsport.

ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS

On November 15, 2001, the Board of Dirextieclared a dividend of one preferred share paectight for each outstanding share of its
common stock. The dividend was paid on Novembef@6] to the stockholders of record at the clodeusiness on that date. Each right
entitles the registered holder to purchase fronCtbmpany one unit consisting of one one-thousaofithshare of its Series A junior
participating preferred stock of the Company, ptiee of $25 per unit.

The rights generally will be exercisabldydha person or group acquires beneficial owngrsti 15% or more of the Company's
common stock or announces a tender or exchangevdfieh results in a person owning 15% or morehef €Company's common stock. The
Company will generally be entitled to redeem tlyhts at $0.001 per right at any time until 10 dafysr a public announcement that a 15%
position in the Company's common stock has beeuighor that a tender or exchange offer which waabult in a person owning 15% or
more of the Company's common stock has commendedrights expire on November 26, 2011. For a moreptete description of the terr
of the rights, please see the rights agreemerdgddet of November 15, 2001 by and between the Caoyrgnad U.S. Stock Transfer
Corporation, as rights agent, filed as an exhibthis Report.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None



ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None

ITEM 5. OTHER INFORMATION

None

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(@)  Exhibits.

No. Exhibit

3.1* Amended and Restated Certificate of Incorpora
3.2* Amended and Restated Byla

3.3**  Certificate of Designation for Series A Junior Rapating Preferred Stock (included in exhibit 4.1
below).

4.1**  Rights Agreement, dated as of November 15, 20QWedmn the Company and U.S. Stock Tran
Corporation, which includes the form of CertificatieDesignation for the Series A junior
participating preferred stock as Exhibit A, and fitven of Rights Certificate as Exhibit

10.1* Amended and Restated Registration Rights Agreement
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10.2* Lease Agreement between Westlake Gardens and Reist

10.3* 2001 Employee Stock Purchase Plan

10.4t 2001 Stock Incentive Plan

10.5% 2001 Supplemental Stock Incentive Plan

10.6* Employment Agreement between the Registrant andk RaGoldston

10.7* Amendment to Employment Agreement between the Ragtsand Mark R. Goldston

10.8* Stock Pledge Agreement between Registrant and Makoldston

10.9* Note Secured by Stock Pledge Agreement made by Ra@oldston in favor of Registra
10.10* Employment Agreement between the Registrant andl€h&. Hilliard
10.11* Amendment to Employment Agreement between the Ragisand Charles S. Hilliard
10.12+ Stock Pledge Agreement between Registrant and &h&rlHilliard
10.13+ Note Secured by Stock Pledge Agreement made byl&h@r Hilliard in favor of Registra
10.14+ Employment Agreement between the Registrant andeffieA. Randall, Jr.

10.15* Amendment to Employment Agreement between the Ragisand Frederic A. Randall, Jr.



10.16%* Employment Agreement between the Registrant arahBVoods
10.17+ Amendment to Employment Agreement between the Ragisand Brian Woods

10.1¢  Form of Note Secured by Stock Pledge Agreement rhgaertain officers of the Company in
favor of Registran

10.1¢ Form of Stock Pledge Agreement between Registrahtartain officers of the Compa

10.2( Form of Restricted Stock Purchase Agreement betRegistrant and certain officers of the
Company

* Incorporated by reference from the exhibits toGuerent Report on Form 8-K filed by Registrant witle SEC on October 1, 2001
(File No. 333-63704).

o Incorporated by reference from the exhibits toGerent Report on Form B-filed by Registrant with the SEC on November 2601
(File No. 333-63704).

+ Incorporated by reference from the exhibits toGuarterly Report on Form 10-Q filed by Registraithwhe SEC on November 14,
2001 (File No. 333-63704).

(b) Reports on Form 8-K.

1. On October 1, 2002, the Registrant filed a CurReport on Form 8-K to report that, on Septembe2PB1, pursuant to the
Agreement and Plan of Merger, dated as of Jun8@l,2y and among NetZero, Juno, United Onlinetaedacquisition
subsidiaries of United Online, NetZero and Junaabee wholly-owned subsidiaries of United Online.

2. On November 23, 2001, the Registrant filed a CarReport on Form 8-K to report that, on November2®1, the
Registrant's board of directors adopted a StocldndRights Plan.
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SIGNATURES

Pursuant to the requirements of the Seeariixchange Act of 1934, the registrant has dalysed this report to be signed on its behalf
by the undersigned thereunto duly authorized.

UNITED ONLINE, INC.
(REGISTRANT)

Dated: February 14, 2002 By: /s/ CHARLES S. HILLIARD

Charles S. Hilliard
Executive Vice President, Finance and
Chief Financial Officer

Dated: February 14, 2002 By: /sl NEIL P. EDWARDS

Neil P. Edwards
Vice President, Finance and Treasurer
Chief Accounting Officer
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Exhibit 10.18
Form of
UNITED ONLINE, INC.
NOTE SECURED BY STOCK PLEDGE AGREEMENT
$ February 5, 20C

Westlake Village, Californi

(the "Maker") prasas to pay to the order of United Online, Inc.,edaware corporation (the "Corporation"), at its
corporate offices at 2555 Townsgate Road, WesNéalkege, California 91361, the principal sum of $ , together with all accrt
interest thereon, upon the terms and conditionsifspe herein.

1. Interest. Interest shall accrue at the rate of [primesfdleo] [prime plus 2%] per annum, with such ratbdcset at the end of each
calendar quarter during which this Note is outsiiagidon the outstanding balance under this Notafitee execution date of this Note until
this Note is repaid. Interest shall accrue at sathon the basis of a three hundred sixty (36Q)yéar, and any interest due and payable for a
period of less than one full month shall be cal@daby multiplying the actual number of days elapisesuch period by the daily interest rate
based on such three hundred sixty (360)-day yetardst shall be payable on the last day of edemdar quarter.

2. Payment. Subject to the acceleration provisions setfortSection 3, the entire principal balance, tbgewith all accrued and
unpaid interest, shall become payable in one lump gayment on February 5, 2007. Payments of praheipd interest on this Note shall be
made without offset or deduction and shall be nindawful tender of the United States. Prepaymédnhe principal balance of this Note,
together with all unpaid and accrued interest @nethitire Note balance, may be made in whole oarhat any time without penalty.

3. Events of Acceleration. The entire outstanding principal amount of thate, together with all accrued and unpaid inteissall
become immediately due and payable upon the ocweref any of the following event



(a) the expiration of the ninety (90)-degriod following the date the Maker ceases for @@ason to remain employed by the
Corporation; the insolvency of the Maker;

(b) the commission of any act of bankrygdig the Maker,
(c) the execution by the Maker of a gehasaignment for the benefit of creditors;

(d) the filing by or against the Makerasfy petition in bankruptcy or any petition for eglunder the provisions of the Federal
bankruptcy act or any other state or Federal lavitie relief of debtors and the continuation oftspetition without dismissal for a
period of thirty (30) days or more;

(e) the appointment of a receiver or gasb take possession of any property or asseie dflaker or the attachment of or
execution against any property or assets of thedvjaic

() the appointment of a receiver ostae to take possession of any property or ast#is daker of the attachment of or
execution against any property or assets of thedvjaic

(g) the occurrence of any event of defantler the Stock Pledge Agreement securing thie Moany obligation secured thereby
provided that such default is not cured within pleeiod required by the Stock Pledge Agreement.

4. Employment. The Maker shall be deemed to continue in empbyt with the Corporation for so long as he orr&mains an
employee of the Corporation or one or more ofiftg percent or more owned (directly or indirectgybsidiaries.

5. Security. The proceeds of the loan evidenced by this Nbg&dl be applied solely to the payment of the pase price of shares of
the Corporation's common stock (the "PurchasedeShaand payment of this Note shall be secured fig@dge of those shares with the
Corporation pursuant to the Stock Pledge Agreertebé executed this date by the Maker.

6. Full Recourse Obligation. The Maker is personally liable for paymentttd £ntire outstanding balance of this Note, andaeny
all assets of the Maker maybe applied to the satisin of the Maker's obligations hereunder.

7. Representations and Warranties. The Maker hereby represents and warrants t@€tmporation that the execution of this Note
does not contravene any contractual or judiciatict®n binding on or affecting the Maker and tltsis Note is the legal, valid and binding
obligation of the Maker enforceable against the &ak accordance with its terms.

8. Collection. In the event that any action, suit or procegdirising out of this Note and/or in any actiorpooceeding to enforce a
judgment based on a cause of action arising otiti®iNote, the prevailing party shall be paid bg tiher party thereto an amount equal tc
of the prevailing party's costs and expenses, dietuattorneys' fees incurred in each and everi agtion, suit or proceeding (including any
and all appeals or petitions therefrom).

9. Waivers.

(a) No waiver by the Corporation of angdxxh or default by Maker under this Note shall bended a waiver of any breach or
default thereafter occurring. Any forbearance uialor delay by the Corporation in exercising agit; power or remedy under this
Note shall not be deemed to be a waiver of sudtt,rgpwer or remedy or prejudice its rights as asfaMaker in any respect. Any
single or partial exercise of any right, power @medy under this Note shall not preclude the furéixercise thereof, and every right,
power and remedy of the Corporation under this dbtl continue in full force and effect unlesstsught, power or remedy is
specifically waived by an instrument executed by @orporation. Any such waiver shall be limitedttoexpress terms. The rights,
privileges, remedies and options granted to the@uation under this Note or under any applicabledhall be deemed cumulative
and may be exercised successively or concurrehtheaCorporation's option.

(b) The Maker waives presentment, demaatice of dishonor, notice of default or delinqugnotice of acceleration, notice of
protest and nonpayment, notice of costs, expendesses and interest thereon, notice of inteneshterest and diligence in taking
any action to collect any sums owing under thiseNmtin proceeding against any of the rights aerigdts in or to properties securing
payment of this Note.

10. Enforceability. If any one or more of the provisions of thist&lare determined to be unenforceable, in whole part, for any
reason, the remaining provisions shall remain fapgrative.

11. Assignment. This Note shall be binding on the Maker andshiscessors, assigns, executors, personal repatgest heirs and
legatees, and shall inure to the benefit of thep@ation, any future holder of this Note and thegpective successors and assigns. The
Corporation may at any time sell, assign or otheewiansfer to any other person or entity all ot pithe benefits or obligations of tl



Corporation under this Note or the Stock Pledges@grent. The Maker may not assign or transfer thig Mr any of the Maker's obligations
hereunder without the Corporation's prior writt@msent.

12. Governing Law. This Note shall be construed in accordance thighaws of the State of Delaware without resothiat State's
conflict-of-laws rules.

MAKER
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Form of
UNITED ONLINE, INC.

STOCK PLEDGE AGREEMENT

THIS STOCK PLEDGE AGREEMENT (this "Agreement") has been entered into as offtlisday of February 2002 by and between

United Online, Inc., a Delaware corporation (the@f@ration"), and ("Pledgor"
RECITALS
A. In connection with the purchase of shares of the Corporationimemn stock (the "Purchased Shares") pursuant to the

certain Stock Purchase Agreement by and betweelg®and the Corporation (the "Purchase AgreemeRtgdgor has issued that certain
promissory note (the "Note"), dated February 5,2@&yable to the order of the Corporation in thegipal amount of $ .

B. Such Note is secured by the Purch&bedes and other collateral upon the terms skt iiothis Agreement.
NOW, THEREFORE, it is hereby agreed as follows:

1. Grant of Security Interest

(a) Pledgor hereby grants the Corporadisecurity interest in, and assigns, transfersitbpdedges with the Corporation, the
following securities and other property (collectivehe "Collateral"):

(i) the Purchased Shares delivered tbdmposited with the Corporation as collateraltffier Note;

(ii) any and all new, additional or diféeit securities or other property subsequentlyitisted with respect to the
Purchased Shares which are to be delivered to gpaisited with the Corporation pursuant to the neoménts of Paragraph 2
of this Agreement;

(iii) any and all other property and momayich is delivered to or comes into the possessfahe Corporation pursuant
to the terms of this Agreement; and

(iv) the proceeds of any sale, exchangdigosition of the property and securities desatiim subparagraphs (i), (ii) or
(iii) above.

(b) To perfect the Corporation's securitgrest in and lien on the Collateral, Pledgodiski@on the execution of this Agreeme
immediately deliver to the Corporation, togethethwiroperly endorsed stock power assignments egddéatblank, all certificates
representing the Purchased Shares to be held yatmoration until released pursuant to this Agreem

2. Duty to Deliver.  Any new, additional or different securitiesather property (other than regular cash dividemdsfh may now
or hereafter become distributable with respech#oQollateral by reason of (a) any stock splitclstdividend, recapitalization, combination



shares, exchange of shares or other change affebgnCorporation's common stock (the "Common S)omk a class without the
Corporation's receipt of consideration or (b) ararger, consolidation or other reorganization afferthe capital structure of the Corporation
shall, upon receipt by Pledgor, be promptly dekeeto and deposited with the Corporation as patefCollateral hereunder. Any securities
shall be accompanied by one or more properly eedostock power assignments.

3.

4.

5.

Representations and Warranties Pledgor hereby represents and warrants that:

(a) this Agreement has been duly authdrieeecuted and delivered by Pledgor and consdithee legal, valid and binding
obligation of Pledgor, enforceable in accordanc its terms;

(b) no consent, approval, authorizatioottver order of any Person is required for (i) élkecution and delivery of this
Agreement by Pledgor or the delivery by PledgathefCollateral to the Corporation as provided hrecei(ii) for the exercise by the
Corporation of the rights provided for in this Agreent or the remedies in respect of the Collamreduant to this Agreement; and

(c) Pledgor is the owner of and has thieriiyght and power to transfer the Collateral te thorporation free and clear of any
security interest, lien, restriction or encumbraatteer than encumbrances set forth in the StockHaise Agreement and those created
by entering into this Agreement.

Covenants

(a) Pledgor will not, without the prior itten consent of the Corporation, sell, assigmdfer, mortgage, pledge or otherwise
encumber any of its rights in or to the Collatenaany dividends or other distributions or paymemith respect thereto or grant a lien
on any thereof.

(b) Pledgor will, at his own expense, execacknowledge and deliver all such instrumentstake all such action as the
Corporation from time to time may reasonably regjuesrder to ensure to the Corporation the begefitthe first priority lien on and
to the Collateral intended to be created by thise&gent.

(c) Pledgor will defend the title to thell@ateral and the lien of the Corporation theregaiast the claim of any person or entity
claiming against or through Pledgor and will maimt@nd preserve such lien so long as this Agreesteait remain in effect.

(d) Pledgor agrees that he will not at ame plead, claim or take the benefit of any afgalavaluation, stay, extension,
moratorium or redemption law now or hereafter ircéoin order to prevent or delay the enforcemenhisf Agreement, or the absolute
sale of the whole or any part of the Collaterathar possession thereof by any purchaser at anyhsedeinder, and Pledgor waives the
benefit of all such laws to the extent it lawfuthay do so. Pledgor agrees that he will not interfeith any right, power and remedy
the Corporation provided for in this Agreement omor hereafter existing at law or in equity ordigitute or otherwise, or the exer:
or beginning of the exercise by the Corporatioamf one or more such rights, powers or remedies.

(e) Pledgor shall pay, prior to the deliagcy date, all taxes, liens, assessments anddibages against the Collateral, and ir
event of Pledgor's failure to do so, the Corporatitay at its election pay any or all of such taxed other charges without contesting
the validity or legality thereof provided howevtrat the Corporation shall have provided Pledgah &t least fifteen days prior
written notice of such election. The payments sdeshall become part of the indebtedness securedraer and until paid shall be
interest at the per annum rate of interest in éfieder the Note.

Stockholder Rights  So long as there exists no event of defaudeuthis Agreement, Pledgor may exercise all stoldér voting

rights and be entitled to receive any and all regoash dividends paid on the Collateral and alkpistatements and other stockholder
materials pertaining to the Collateral.

6.

Rights and Powers of Corporation The Corporation may, without obligation to ao exercise at any time and from time to t

one or more of the following rights and powers witspect to any or all of the Collateral:

(a) subject to the applicable limitatiaf$aragraph 9, accept in its discretion other eriypof Pledgor in exchange for all or p
of the Collateral and release Collateral to Pledgdhe extent necessary to effect such exchamgeinasuch event the other property
received in the exchange shall become part of tiia@ral hereunder;

(b) perform such acts as are necessameserve and protect the Collateral and the rigittaiers and remedies granted with
respect to such Collateral by this Agreement;



(c) transfer record ownership of the Gellal to the Corporation or its nominee and recetwelorse and give receipt for, or
collect by legal proceedings or otherwise, dividendother distributions made or paid with respeche Collateralprovided and only
if there exists at the time an outstanding event fafulteunder Paragraph 10 of this Agreement. Anjhaasns which the Corporation
may so receive shall be applied to the paymertefNote and any other indebtedness secured hereimdach order of application
as the Corporation deems appropriate. Any remaicasty shall be paid over to Pledgor.

Any action by the Corporation pursuanttie provisions of Paragraph 6 may be taken withotite to Pledgor. Expenses reasonably
incurred in connection with such action shall bggtde by Pledgor and form part of the indebtedsessired hereunder as provided in
Paragraph 13.

7.

Care of Collateral. The Corporation shall exercise reasonable ioaitee custody and preservation of the Collatéfalvever, thi

Corporation shall have no obligation to (a) iniiatny action with respect to, or otherwise inforledigor of, any conversion, call, exchange
right, preemptive right, subscription right, purshaoffer or other right or privilege relating toaffecting the Collateral, (b) preserve the ric
of Pledgor against adverse claims or protect tH&atéoal against the possibility of a decline inrket value or (c) take any action with resy
to the Collateral requested by Pledgor unlessdbjaast is made in writing and the Corporation deitees that the requested action will not
unreasonably jeopardize the value of the Collatesalecurity for the Note and other indebtednemssred hereunder. Subject to the limitati
of Paragraph 9, the Corporation may at any timeass and deliver all or part of the CollateralledBor, and the receipt thereof by Pledgor
shall constitute a complete and full acquittanaelie Collateral so released and delivered. Th@@ation shall accordingly be discharged
from any further liability or responsibility for ¢hCollateral, and the released Collateral shalbnger be subject to the provisions of this
Agreement.

8.

Transfer of Collateral. In connection with the transfer or assignmdrihe Note (whether by negotiation, discount oregttise),

the Corporation may transfer all or any part o€@lateral, and the transferee shall thereuponemdatto all the rights, powers and remedies
granted the Corporation hereunder with respediedCollateral so transferred. Upon such trandfier Gorporation shall be fully discharged
from any further responsibility for the transferi@dllateral and all liability for the Collateralising after the date of such transfer.

9.

Release of Collateral. Provided there does not otherwise exist anyteekdefault under Paragraph 10, the PurchaseeSha

together with any additional Collateral which magrdafter be pledged and deposited hereunder tshadlleased from pledge and returned to
Pledgor in accordance with the following provisions

(&) Upon payment or prepayment of principaler the Note, together with payment of all aecrbut unpaid interest to date on
the principal amount so paid or prepaid, one orenadithe Purchased Shares held as Collateral hdgeghall (subject to the
applicable limitations of Paragraphs 9(c) and &@pw) be released within two days following sueyment or prepayment. The
number of shares to be so released shall be agtla humber obtained by
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multiplying (i) the total number of Purchased Sisaneld under this Agreement at the time of the ptror prepayment, by (ii) a
fraction, the numerator of which shall be the amadfrihe principal paid or prepaid and the denoranaf which shall be the unpaid
principal balance of the Note immediately priostech payment or prepayment. In no event, howehet| any fractional shares be
released.

(b) Any additional Collateral which mayrbafter be pledged and deposited with the Corpmratursuant to the requirements of
Paragraph 2 shall be released at the same tinmattieular shares of Common Stock to which the tiattil Collateral relates are to
released in accordance with the applicable pronssaf Paragraph 9(a).

(c) Under no circumstances shall any Pased Shares or any other Collateral be releaggdvfously applied to the payment of
any indebtedness secured hereunder. In additiorg gvent shall any Purchased Shares or othert@allde released pursuant to
Paragraph 9(a) or (b) if, and to the extent, tlrenfearket value of the Collateral which would otlvése remain in pledge hereunder
after such release were effected would be lessttfeanpaid principal and accrued interest undenbte.

(i) For all valuation purposes undestAgreement, the fair market value per share ofezyujty securities on any
relevant date shall be determined in accordande tivé following provisions:

(A) If the securities are at the time &dabn the Nasdaq Stock Market, the fair marketevahall be the closing
selling price per share on the date in questiosuah prices are reported by the National Assariatf Securities
Dealers on the Nasdaq Stock Market. If there isaported closing selling price for the securitiestie date in
guestion, then the closing selling price on thé pasceding date for which such quotation existdldie deemed the fe
market value.

(B) If the securities are at the timedisbn any securities exchange, then the fair maeae shall be the closing
selling price per share on the date in questiothersecurities exchange serving as the primary ehdok the securities



as such price is officially quoted in the compositee of transactions on such exchange. If theme igported sale of
the securities on such exchange on the date inigoethen the fair market value shall be the eigsielling price on tr
exchange on the last preceding date for which guciation exists.

(C) If the securities are at the time Imgitlisted on any securities exchange nor tradetti@Nasdaq Stock Mark
the fair market value shall be determined by thgp@@tion's Board of Directors after taking int@waent such factors
as the Board shall deem appropriate

(i) Any Collateral (other than equity seities) shall be valued by the Corporation, takimg account such factors
(including liquidity and transferability) as the oration shall, in its sole discretion, deem appade.

(d) So long as the Collateral is in whoten part comprised of "margin stock" within theaming of Section 221.2 of
Regulation U of the Federal Reserve Board, the@aitateral shall thereafter be substituted for @mjlateral under the provisions of
Paragraph 6(a) or be released under Paragrapbr{a), unless there is compliance with each offtlewing additional
requirements:

(i) The substitution or release mustinotease the amount by which the indebtednessegtiereunder at the time of
such substitution or release exceeds the maximamvalue (as defined below) of the Collateral imratdy prior to such
substitution or release.

(i) The substitution or release must catise the amount of indebtedness secured hereattther time of such
substitution or release to exceed the maximum \@édue of the Collateral remaining after such substin or release is
effected.

(iii) For purposes of this Paragraph 9{dg maximum loan value of each item of Collatstell be determined on the ¢
the substitution or release is to be effected &adl,5n the case of the shares of Common Stockaarydadditional Collateral
(other than margin stock), equal the good faitimlealue thereof (as defined in Section 221.2 oflkagpn U) and shall, in the
case of all margin stock (other than the Commomwri§tequal fifty percent of the current market wabf such stock.

10. Events of Default  The occurrence of one or more of the followawvgnts shall constitute an event of default unigisr t
Agreement:

(a) Pledgor's failure to pay the outstagdirincipal and accrued interest under the Notenwdue;

(b) Pledgor's failure to perform any obtign imposed upon Pledgor by reason of this Agesdrthat is not cured within the
thirty days following written notice to Pledgor d#ing the failure; or

(c) Pledgor's breach of any warranty coei@in this Agreement.

Upon the occurrence of any such event tdudeg the Corporation may, at its election, deeldre Note and all other indebtedness secure
hereunder to become immediately due and payablenarydexercise any or all of the rights and remegdiasted to a secured party under the
provisions of the Delaware Uniform Commercial C¢ae now or hereafter in effect), including (withdiatitation) the power to dispose of
the Collateral by public or private sale or to aqatdbe Collateral in full payment of the Note atidother indebtedness secured hereunder.

Any proceeds realized from the dispositidthe Collateral pursuant to the foregoing powfesade shall be applied first to the payment
of expenses incurred by the Corporation in connaatiith the disposition, then to the payment of Mwe and finally to any other
indebtedness secured hereunder. Any surplus prectadl be paid over to Pledgor. However, in thenéthat such proceeds prove
insufficient to satisfy all obligations of Pledgander the Note, then Pledgor shall remain persptialble for the resulting deficiency.

11. Other Remedies The rights, powers and remedies granted t@€trporation pursuant to the provisions of this Agnent shall
be in addition to all rights, powers and remediested to the Corporation under any statute oratilaw. No waiver by the Corporation of
any breach or default by Pledgor under this Agregrakall be deemed a waiver of any breach or deflaeiteafter occurring. Any
forbearance, failure or delay by the Corporatiomxercising any right, power or remedy under thige®ement shall not be deemed to be a
waiver of such right, power or remedy. Any singtepartial exercise of any right, power or remedgemthis Agreement shall not preclude
the further exercise thereof, and every right, poavel remedy of the Corporation under this Agreemsball continue in full force and effect
unless such right, power or remedy is specificaiiyved by an instrument executed by the Corporatary such waiver shall be limited to
express terms.

12. Costs and Expense.  In the event that any action, suit or procegdirising out of this Agreement and/or in any atto



proceeding to enforce a judgment based on a cdwssion arising out of this Agreement, the prewajlparty shall be paid by the other party
thereto an amount equal to all of the prevailingys costs and expenses, including attorneys'ifeesred in each and every such action, suit
or proceeding (including any and all appeals oitipes therefrom). If the Corporation is the prdivay party in such an action, all of the
Corporation's costs and expenses, including atystiiees, shall become part of the indebtednessegtereunder and shall constitute
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a personal liability of Pledgor payable immediatghon demand and shall bear interest at the pemamate of interest in effect under the
Note.

13. Applicable Law. This Agreement shall be governed by and coedtm accordance with the laws of the State of Data
without resort to that State's conflict-of-lawseasil

14. Successors This Agreement shall be binding upon the Caaiion and its successors and assigns and upondpledd the
executors, heirs and legatees of Pledgor's estate.

15. Amendment None of the terms or provisions of this Agreatnmay be waived, altered, modified or amendeeégtxio writing
duly signed for and on behalf of the Corporatiod &fedgor.

16. Severability. If any provision of this Agreement is held ®ibvalid under applicable law, then such provisiball be
ineffective only to the extent of such invalidignd neither the remainder of such provision noraher provisions of this Agreement shall
affected thereby.

IN WITNESS WHEREOF , this Agreement has been entered into by Pledybtize Corporation as of the date set forth in the
introductory paragraph of this Agreement.

, PLEDGOF

Address:

AGREED TO AND ACCEPTED BY:
UNITED ONLINE, INC.

By:

Title:

Dated:
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Form of
UNITED ONLINE, INC.

RESTRICTED STOCK PURCHASE AGREEMENT

THIS RESTRICTED STOCK PURCHASE AGREEMENT has been entered into as of this 5th day of Febr2@02, by and betwe:
United Online, Inc., a Delaware corporation, and , Optionee.

All capitalized terms in this Agreement khave the meaning assigned to them in this Agegror in the attached Appendix.
A. EXERCISE OF OPTION

1. Exercise. Optionee hereby purchases shares of Common Stock (the "Purchased ShgpesShant to that certain
option (the "Option") granted to Optionee on Seften?6, 2001 (the "Grant Date") to purchase no rtttae shares of
Common Stock (the "Option Shares") under the Pldaheaexercise price of $1.84 per share (the "Hgererice"). The portion of the Option
being exercised is that portion that qualifies méngentive Stock Option under Section 422 of titernal Revenue Code.

2. Payment. Concurrently with the delivery of this Agreem¢o the Corporation, Optionee shall pay the Eserrice for the
Purchased Shares in accordance with the provisibtie Option Agreement and shall deliver whateaditional documents may be required
by the Option Agreement as a condition for exerdsgether with a duly-executed blank Assignmema®ate from Certificate (in the form
attached hereto as Exhibit I) with respect to thecRased Shares.

3. Stockholder Rights  Until such time as the Corporation exerci$esRepurchase Right, Optionee (or any successoterest)
shall have all the rights of a shareholder (inatgdioting, dividend and liquidation rights) withspect to the Purchased Shares, subject,
however, to the transfer restrictions containethis Agreement.

4. Restriction on Transfer.  Optionee shall not transfer, assign, encurnbetherwise dispose of any of the Purchased Shareh
are subject to the Repurchase Right. The PurcHaisadks shall be held in escrow by the Corporatigih such time as the Repurchase Right
has lapsed.

B. REPURCHASE RIGHT

1. Grant. The Corporation shall have the right (the "®epase Right") to repurchase at the Exercise Rngeor all of the
Purchased Shares in which Optionee is not, afrhedf his or her cessation of Service, vestectcooedance with the Vesting Schedule
applicable to those shares or the special vestinglaration provisions of Paragraph B.6 of thiseégment (such shares to be hereinafter
referred to as the "Unvested Shares").

2. Exercise of the Repurchase Right The Repurchase Right shall be exercisablerijenw notice delivered to Optionee prior to the
end of the sixty (60)-day period following the d@ptionee ceases for any reason to remain in Seoriif later) during the sixty (60)-day
period following the execution date of this Agreertnd he notice shall indicate the number of UnveShbares to be repurchased and the date
on which the repurchase is to be effected, suahtdabe not more than thirty (30) days after thie dé such notice. The certificates
representing the Unvested Shares to be repurcishs#ie delivered to the Corporation on or befbseclose of business on the date
specified for the repurchase. Concurrently withréeeipt of such stock certificates, the Corporasball pay to Optionee, in cash or cash
equivalents (including the cancellation of any page-money indebtedness), an amount equal to #reike Price previously paid for the
Unvested Shares which are to be repurchased fraior@e.

3. Termination of the Repurchase Right The Repurchase Right shall terminate witheesp any Unvested Shares for which it is
not timely exercised under Paragraph B.2. In agidjtihe Repurchase Right shall terminate and dedse exercisable with respect to any and
all Purchased Shares in which Optionee vests iardaace with the Vesting Schedule. All Purchasear&has to which the Repurchase R
lapses shall, however, remain subject to termb@Btock Pledge Agreement.

4. Aggregate Vesting Limitation If the Option is exercised in more than orerément so that Optionee is a party to one or more
other Stock Purchase Agreements (the "Prior PuecAgseements") which are executed prior to the dathis Agreement, then the total
number of Purchased Shares as to which Optiondiebghdeemed to have a fully-vested interest umlgisrAgreement and all Prior Purchase
Agreements shall not exceed in the aggregate tibeanof Purchased Shares in which Optionee wolldratise at the time be vested



accordance with the Vesting Schedule, had all tirefrased Shares (including those acquired undd?ribe Purchase Agreements) been
acquired exclusively under this Agreement.

5. Recapitalization. Any new, substituted or additional securite®ther property (including cash paid other thamaegular cash
dividend) which is by reason of any Recapitalizatitistributed with respect to the Purchased Shelrall be immediately subject to the
Repurchase Right and any escrow requirements heeeuout only to the extent the Purchased Shaesatahe time covered by such right or
escrow requirements. Appropriate adjustments teee$uch distribution shall be made to the nunamel/or class of Purchased Shares su
to this Agreement and to the price per share tpai@ upon the exercise of the Repurchase Rightdardo reflect the effect of any such
Recapitalization upon the Corporation's capitalattire; provided, however, that the aggregate @selprice shall remain the same.

6. Corporate Transaction

(a) The Repurchase Right shall automdgi¢cafminate in its entirety, and all the PurchaSédres shall vest in full, immediately
prior to the consummation of any Corporate Transacexcept to the extent the Repurchase Riglt ietassigned to the successor
entity in such Corporate Transaction.

(b) To the extent the Repurchase Rightaiamin effect following a Corporate Transactiamgts right shall apply to any new
securities or other property (including any casynpents) received in exchange for the PurchasedeSHhaiconsummation of the
Corporate Transaction, but only to the extent thecRased Shares are at the time covered by suuth Agpropriate adjustments shall
be made to the price per share payable upon egetibe Repurchase Right to reflect the effe¢hefCorporate Transaction upon
Corporation's capital structure; provided, howetleat the aggregate purchase price shall remaigaime. The new securities or other
property (including any cash payments) issued siriduted with respect to the Purchased Sharesrisusmmation of the Corporate
Transaction shall be immediately deposited in aganith the Corporation (or the successor entityd ahall not be released from
escrow until Optionee vests in such securitiestloeroproperty in accordance with the same Vestitige8ule in effect for the
Purchased Shares.

(c) The vesting of the Purchased Shamd/da the proceeds thereof) following a Corporat@nsaction or Change in Control
shall be determined in accordance with the tern@pifonee's employment agreement, if any, or thigedrOnline 2001 Stock
Incentive Plan if Optionee does not have an empémtragreement.

C. SPECIAL TAX ELECTION The acquisition of the Purchased Shares maytiesadverse tax consequences which may be
avoided or mitigated by filing an election underd@dection 83(b). Such election must be filed withirty (30) days after the date of this
Agreement. A description of the tax consequence$icgble to the acquisition of the Purchased Shanelsthe form for making the Code
Section 83(b) election are set forth in ExhibitOptionee should consult with his or her tax advistr
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determine the tax consequences of acquiring the ¢hased Shares and the advantages and disadvantafjBling the Code Section 83(b)
election. Optionee acknowledges that it is Optiosesole responsibility, and not the Corporationts, file a timely election under Code
Section 83(b), even if Optionee requests the Cogpion or its representatives to make this filing dws or her behalf.

D. GENERAL PROVISIONS

1. Assignment The Corporation may assign the RepurchasetRigimy person or entity selected by the Boardluiting (without
limitation) one or more stockholders of the Corpiora

2. No Employment or Service Contract Nothing in this Agreement or in the Plan slealhfer upon Optionee any right to continue
in Service for any period of specific duration wterfere with or otherwise restrict in any way thghts of the Corporation (or any Parent or
Subsidiary employing or retaining Optionee) or @tiOnee, which rights are hereby expressly resebyeeiach, to terminate Optionee's
Service at any time for any reason, with or withcautise.

3. Notices. Any notice required to be given under this égment shall be in writing and shall be deemedg¥fe upon personal
delivery or upon deposit in the U.S. malil, registkor certified, postage prepaid and properly e to the party entitled to such notice at
the address indicated below such party's signéingen this Agreement or at such other addressiels party may designate by ten (10) days
advance written notice under this paragraph totakr parties to this Agreement.

4. No Waiver. The failure of the Corporation in any instatea@&xercise the Repurchase Right shall not caristé waiver of any
other repurchase rights and/or rights of first saefithat may subsequently arise under the pro\dsibmhis Agreement or any other agreement
between the Corporation and Optionee. No waivamngfbreach or condition of this Agreement shalllbemed to be a waiver of any other or
subsequent breach or condition, whether of likditferent nature



5. Cancellation of Shares If the Corporation shall make available, & time and place and in the amount and form pravidehis
Agreement, the consideration for the PurchasedeSHarbe repurchased in accordance with the pomgsif this Agreement, then from and
after such time, the person from whom such shaeetoabe repurchased shall no longer have anysrighta holder of such shares (other than
the right to receive payment of such consideraiticeiccordance with this Agreement). Such sharel Ishaeemed purchased in accordance
with the applicable provisions hereof, and the ©eaion shall be deemed the owner and holder df shares, whether or not the certificates
therefor have been delivered as required by thizé&ment.

6. Optionee Undertaking Optionee hereby agrees to take whatever additiaction and execute whatever additional doctsae
Corporation may deem necessary or advisable irr dodearry out or effect one or more of the obligas or restrictions imposed on either
Optionee or the Purchased Shares pursuant to ¢hésjuns of this Agreement.

7. Agreement is Entire Contract This Agreement constitutes the entire contbativeen the parties hereto with regard to theest
matter hereof. This Agreement is made pursuartégtovisions of the Plan and shall in all respbetsonstrued in conformity with the ter
of the Plan.

8. Governing Law. This Agreement shall be governed by, and coadtin accordance with, the laws of the State elaiRdare
without resort to that State's conflict-of-lawseasll

9. Counterparts. This Agreement may be executed in counterpaatsh of which shall be deemed to be an origmalall of which
together shall constitute one and the same institime

10. Successors and Assigns The provisions of this Agreement shall inwrétte benefit of, and be binding upon, the Corponat
and its successors and assigns and upon Optiopg&en€e's permitted assigns and the legal repratbess, heirs and legatees of Optionee's
estate, whether or not

any such person shall have become a party to tiisefnent and have agreed in writing to join heagid be bound by the terms hereof.
IN WITNESS WHEREOF , the parties have executed this Agreement ondlieadd year first indicated above.

UNITED ONLINE, INC

By:

Title:

Address:

OPTIONEE

Address:

SPOUSAL ACKNOWLEDGMENT

The undersigned spouse of Optionee hasaeddereby approves the foregoing Stock Purchgseefnent. In consideration of the
Corporation's granting Optionee the right to acgtlre Purchased Shares in accordance with the térsush Agreement, the undersigned
hereby agrees to be irrevocably bound by all thmgeof such Agreement, including (without limitatjahe right of the Corporation (or its
assigns) to purchase any Purchased Shares in Wipibbnee is not vested at time of his or her cémsatf Service



OPTIONEE'S SPOUSE

Address:

EXHIBIT |
ASSIGNMENT SEPARATE FROM CERTIFICATE

FOR VALUE RECEIVED sell(s), assign(s) and transfer(spusited Online, Inc. (the
"Corporation”), ( ) sharddttee Common Stock of the Corporation standingigndn her name on the books of the Corporation
represented by Certificate No. herewitd do(es) hereby irrevocably constitute and aypoi Attorney to transfer tac

stock on the books of the Corporation with full povef substitution in the premises.

Dated:

Signature

Instruction: Please do not fill in any blanks other than theatgre line. Please sign exactly as you wouldyier name to appear on the
issued stock certificate.

EXHIBIT Il
FEDERAL INCOME TAX CONSEQUENCES AND
SECTION 83(b) TAX ELECTION

I. Federal Income Tax Consequences and Section 83(leckon For Exercise of Non-Statutory Optionlf the Purchased Shares are
acquired pursuant to the exercise of a Non-Statu®@mtion, as specified in the Grant Notice, thedamCode Section 83, the excess of the
Fair Market Value of the Purchased Shares on thleatsy forfeiture restrictions applicable to subhres lapse over the Exercise Price paid
for such shares will be reportable as ordinaryine@n the lapse date. For this purpose, the tesrfeffure restrictions" includes the right of
the Corporation to repurchase the Purchased Sparssant to the Repurchase Right. However, Optiomagelect under Code Section 83(b)
to be taxed at the time the Purchased Shares quired, rather than when and as such Purchaseésstease to be subject to such forfeiture
restrictions. Such election must be filed with thiernal Revenue Service within thirty (30) dayteathe date of the Agreement. Even if the
Fair Market Value of the Purchased Shares on tteafahe Agreement equals the Exercise Price (@aid thus no tax is payable), the
election must be made to avoid potentially adveageonsequences in the future. The form for makiigelection is attached as part of this
exhibit. FAILURE TO MAKE THIS FILING WITHIN THE APPLICABLE THIRTY (30)-DAY PERIOD MAY RESULT IN THE
RECOGNITION OF ORDINARY INCOME BY OPTIONEE AS THE F ORFEITURE RESTRICTIONS LAPSE .

Il.  Federal Income Tax Consequences and Conditional t8et83(b) Election For Exercise of Incentive Optio. If the Purchased
Shares are acquired pursuant to the exercise loicantive Option, as specified in the Grant Nottben the following tax principles shall be
applicable to the Purchased Shares:

(i) For regular tax purposes, no taxabt®me will be recognized at the time the Opti®exercised.

(i) The excess of (a) the Fair Market Mabf the Purchased Shares on the date the Optrercised or (if later) on the date
forfeiture restrictions applicable to the PurchaSedres lapse over (b) the Exercise Price paith®Purchased Shares will be
includable in Optionee's taxable income for altéwegaminimum tax purposes.

(iii) If Optionee makes a disqualifyingsdbsition of the Purchased Shares, then, in mesisc®ptionee will recognize ordinary
income in the year of such disposition equal in antdo the excess of (a) the Fair Market ValuehefPurchased Shares on the date
the Option is exercised or (if later) on the datg forfeiture restrictions applicable to the Pursd Shares lapse over (b) the Exercise
Price paid for the Purchased Shares. Any additigagl recognized upon the disqualifying dispositiah be either short-term or long-
term capital gain depending upon the period forclwhihe Purchased Shares are held prior to the sit&pa

(iv) For purposes of the foregoing, thertéforfeiture restrictions" will include the riglaf the Corporation to repurchase



Purchased Shares pursuant to the Repurchase Righterm "disqualifying disposition" means any sai@ther dispositiof of the
Purchased Shares within either two (2) years #feGrant Date or within one (1) year after thereise date of the Option.

(v) Inthe absence of final Treasury Ragahs relating to Incentive Options, it is notte@r whether Optionee may, in
connection with the exercise of the Option for &wchased Shares at the time subject to forfeitstictions, file a protective
election under Code Section 83(b) which would li@ftionee's ordinary income upon a disqualifyingpdsition to the excess of the
Fair Market Value of the Purchased Shares on tteettla Option is exercised over the Exercise Ryaid for the Purchased Shares.
Accordingly, such election if properly filed willnby be allowed to
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the extent the final Treasury Regulations permihsa protective election. Page 2 of the attached for making the election should
be filed with any election made in connection vitib exercise of an Incentive Option.

(vi) The Code Section 83(b) election Wi effective in limiting the Optionee's alternatimenimum taxable income to the exc
of the Fair Market Value of the Purchased Shardéiseatime the Option is exercised over the Exerisee paid for those shares.

1Generally, a disposition of shares purchased uadéncentive Option includes any transfer of leghd, including a transfer by sale,

exchange or gift, but does not include a transféhé Optionee's spouse, a transfer into joint eghip with right of survivorship if Optionee
remains one of the joint owners, a pledge, a tersf bequest or inheritance or certain tax frezharges permitted under the Code.
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1)

()
(3)
(4)
(5)

(6)

(7)
(8)

(9)

SECTION 83(b) ELECTION

This statement is being made under Se&&gh) of the Internal Revenue Code, pursuant tadugy Regulation Section 1.83-2.

The taxpayer who performed the services is:

Name:
Address:
Taxpayer Ident. No.:

The property with respect to which the electiobegng made is shares of the commorkstbtinited Online, Inc.

The property was issued on

The taxable year in which the election is being enadhe calendar year

The property is subject to a repurchase right mmsto which the issuer has the right to acquiespitoperty at the original purchase
price if for any reason taxpayer's service withitiseier terminates. The issuer's repurchase agisek in a series of installments over

a -year period ending on ,

The fair market value at the time of transfer (deiaed without regard to any restriction other tlarestriction which by its terms w
never lapse) is $ per share.

The amount paid for such property is $ per share.

A copy of this statement was furnished to Unitedit@n Inc. for whom taxpayer rendered the servigederlying the transfer of
property.

This statement is executed on ,

Spouse (if any Taxpayel



This election must be filed with the Internal Revenue Service Center with which taxpayer files his or her Federal income tax returns and must
be made within thirty (30) days after the execution date of the Sock Purchase Agreement. This filing should be made by registered or certified
mail, return receipt requested. Optionee must retain two (2) copies of the completed form for filing with his or her Federal and state tax
returnsfor the current tax year and an additional copy for his or her records. Optionee must also deliver one copy to the Corporation.

The property described in the above Se@Rb) election is comprised of shares of commonksacquired pursuant to the exercise ¢
incentive stock option under Section 422 of therdnal Revenue Code (the "Code"). Accordingly, this intent of the Taxpayer to utilize this
election to achieve the following tax results:

1. The purpose of this election is tuédhthe alternative minimum taxable income attriblegdo the purchased shares measured by the
amount by which the fair market value of such shatehe time of their transfer to the Taxpayereexs the purchase price paid for the
shares. In the absence of this election, suchnaltige minimum taxable income would be measurethbyspread between the fair market
value of the purchased shares and the purchasewhich exists on the various lapse dates in eftedhe forfeiture restrictions applicable to
such shares. The election is to be effective tduhextent permitted under the Code.

2. Section 421(a)(1) of the Code expyesscludes from income any excess of the fair raavialue of the purchased shares over the
amount paid for such shares. Accordingly, thistededs also intended to be effective in the evlete is a "disqualifying disposition” of the
shares, within the meaning of Section 421(b) ofG@bee, which would otherwise render the provisiohSection 83(a)

of the Code applicable at that time. Consequetitly Taxpayer hereby elects to have the amountsqudiifying disposition income measu
by the excess of the fair market value of the paseld shares on the date of transfer to the Taxpagerthe amount paid for such shares.
Since Section 421(a) presently applies to the shahéch are the subject of this Section 83(b) @ecino taxable income is actually
recognized for regular tax purposes at this time, @ income taxes are payable, by the Taxpayarasult of this election. The election st
be effective to the full extent permitted under Gade.

THIS PAGE 2 IS TO BE ATTACHED TO ANY SECTION 83(b) ELECTION FILED IN CONNECTION WITH THE EXERCISE
OF AN INCENTIVE STOCK OPTION UNDER THE FEDERAL TAX LAWS.
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APPENDIX
The following definitions shall be in eftamnder the Agreement:
1. Agreement shall mean this Stock Purchase Agreement.

2. Change in Control shall mean the event of a change in ownershgootrol of the Corporation effected through eitb&the
following transactions:

(a) the acquisition, directly or indirggtby any person or related group of persons (dtieer the Corporation or a person that
directly or indirectly controls, is controlled byt is under common control with, the Corporatiohpeneficial ownership (within the
meaning of Rule 13d-3 of the Securities ExchangeoA@934, as amended) of securities possessing than fifty percent (50%) of
the total combined voting power of the Corporasanitstanding securities pursuant to a tender arange offer made directly to the
Corporation's stockholders, or

(b) a change in the composition of theBaaver a period of thirty-six (36) consecutive rtianor less such that a majority of the
Board members ceases, by reason of one or morestedtelections for Board membership, to be comgrid individuals who either
(i) have been Board members continuously sincédéginning of such period or (ii) have been electedominated for election as
Board members during such period by at least anbajuf the Board members described in clause (ipwere still in office at the
time the Board approved such election or nomination

3. Code shall mean the Internal Revenue Code of 198@nsended.
4. Common Stock shall mean shares of the Corporation's comrtaoks
5. Corporate Transaction shall mean either of the following stockholdeproved transactions to which the Corporationpardy:

(a) a merger, consolidation or reorgamrasapproved by the Corporation's stockholdunless securities representing more tr



fifty percent (50%) of the total combined votingwer of the voting securities of the successor caipan are immediately thereafter
beneficially owned, directly or indirectly and inlsstantially the same proportion, by the persons bémeficially owned the
Corporation's outstanding voting securities immigdyaprior to such transaction, or

(b) any stockholder-approved transfertbepdisposition of all or substantially all of tG@rporation's assets.

6. Corporation shall mean United Online, Inc., a Delaware oogfion, and any successor corporation to all bsgntially all of
the assets or voting stock of United Online, Inhicki has assumed the Plan.

7. Exercise Price shall have the meaning assigned to such tefaiagraph A.1.

8. Fair Market Value per share of Common Stock on any relevant stzd#t be determined in accordance with the follawin
provisions:

(a) If the Common Stock is at the timel&d on the Nasdaqg Stock Market, then the Fair Mark&ie shall be deemed equal to
the closing selling price per share of Common Stutkhe date in question, as the price is repditeithe National Association of
Securities Dealers on the Nasdaq Stock Markehelfet is no closing selling price for the Commonc&ton the date in question, then
the Fair Market Value shall be the closing sellimge on the last preceding date for which suchtafiam exists, or

(b) If the Common Stock is at the timédison any Stock Exchange, then the Fair Marketi&/ahall be deemed equal to the
closing selling price per share of Common Stockhendate

A-1

in question on the Stock Exchange determined bythe Administrator to be the primary market fog tbommon Stock, as such pr
is officially quoted in the composite tape of traasons on such exchange. If there is no clositimgeprice for the Common Stock on
the date in question, then the Fair Market Valwald¥e the closing selling price on the last précgdiate for which such quotation
exists.

9. Grant Date shall have the meaning assigned to such teiPaiagraph A.1.

10. Grant Notice shall mean the Notice of Grant of Stock Opfamsuant to which Optionee has been informed obtwc terms
of the Option.

11. Incentive Option shall mean an option which satisfies the resm@nts of Code Section 422.
12. Involuntary Termination shall mean the termination of Optionee's Serbig reason of:

(a) Optionee's involuntary dismissal aotiiarge by the Corporation (or any Parent or Sidrgidfor reasons other than
Misconduct, or

(b) Optionee's voluntary resignation fallng (A) a material reduction in the scope of hidver day-to-day responsibilities at the
Corporation (or any Parent or Subsidiary), it bainglerstood that a change in Optionee's title stwdllin and of itself, be deemed a
material reduction, (B) a reduction in Optioneasésalary or (C) a relocation of Optionee's ptde@mployment by more than fifty
(50) miles, provided and only if such change, réidncor relocation is effected by the Corporationgny Parent or Subsidiary)
without Optionee's consent.

13. Misconduct shall mean the commission of any act of fraumdbezzlement or dishonesty by Optionee, any unga#tbuse or
disclosure by Optionee of confidential informatimmtrade secrets of the Corporation (or any Paye®ubsidiary), or any other intentional
misconduct by Optionee adversely affecting thermess or affairs of the Corporation (or any Parer8ubsidiary) in a material manner. The
foregoing definition shall not be deemed to beusble of all the acts or omissions which the Caagion (or any Parent or Subsidiary) may
consider as grounds for the dismissal or dischaf@@ptionee or any other individual in the Serviéehe Corporation (or any Parent or
Subsidiary).

14. Non-Statutory Option shall mean an option not intended to satiséyréguirements of Code Section 422.
15. Option shall have the meaning assigned to such tefPaiagraph A.1.

16. Option Agreemen shall mean all agreements and other documeitsrecing the Optior



17. Optionee shall mean the person to whom the Option istgunder the Plan.

18. Parent shall mean any corporation (other than the G@ion) in an unbroken chain of corporations egdiith the
Corporation, provided each corporation in the ukbrochain (other than the Corporation) owns, atithe of the determination, stock
possessing fifty percent (50%) or more of the totahbined voting power of all classes of stockre of the other corporations in such chain.

19. Plan shall mean the United Online, Inc. 2001 Stowtehtive Plan.

20. Plan Administrator shall mean either the Board or a committedefBoard acting in its capacity as administratathefPlan.
21. Prior Purchase Agreement shall have the meaning assigned to such tefaiagraph B.4.

22. Purchased Shares shall have the meaning assigned to such teiPaiagraph A.1.
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23. Recapitalization shall mean any stock split, stock dividendapetlization, combination of shares, exchangehafas or other
change affecting the Corporation's outstanding ComBtock as a class without the Corporation's ptadiconsideration.

24. Reorganization shall mean any of the following transactions:
(a) a merger or consolidation in which @mrporation is not the surviving entity,
(b) a sale, transfer or other dispositball or substantially all of the Corporation'sets,

(c) areverse merger in which the Corporais the surviving entity but in which the Corption's outstanding voting securities
are transferred in whole or in part to a persopassons different from the persons holding thoseriges immediately prior to the
merger, or

(d) any transaction effected primarilycttange the state in which the Corporation is inoed or to create a holding company
structure.

25. Repurchase Right shall mean the right granted to the Corporaitioaccordance with Article B.

26. Service shall mean the Optionee's performance of sesvior the Corporation (or any Parent or Subsidlieryhe capacity of an
employee, subject to the control and directiorhefémployer entity as to both the work to be penfmt and the manner and method of
performance, a non—employee member of the boadit@ttors or an independent consultant.

27. Stock Pledge Agreement shall mean the Stock Pledge Agreement entatedbin February 5, 2002 by and between the
Corporation and Optionee.

28. Subsidiary shall mean any corporation (other than the @@ion) in an unbroken chain of corporations beijig with the
Corporation, provided each corporation (other tti@nlast corporation) in the unbroken chain owhghatime of the determination, stock
possessing fifty percent (50%) or more of the totahbined voting power of all classes of stockrie of the other corporations in such chain.

29. Vesting Schedule shall mean the vesting schedule specifiedén@hant Notice pursuant to which the Optionee it in the
Option Shares in a series of installments ovephiser period of Service.

30. Unvested Shares shall have the meaning assigned to such tefPaiagraph B.1.
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QuickLinks

Form of UNITED ONLINE, INC. RESTRICTED STOCK PURCHE AGREEMENT
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