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No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise.  The Company has filed a
Registration Statement on Form S-1 with the U.S. Securities and Exchange Commission, under the United States Securities Act of 1933, as amended,
with respect to these securities.

A copy of this preliminary prospectus has been filed with the securities regulatory authorities in each of the provinces of Canada but has not yet
become final for the purpose of a distribution.  Information contained in this preliminary prospectus may not be complete and may have to be amended.
The securities may not be distributed until a receipt for the prospectus is obtained from the securities regulatory authorities.

Initial Public Offering
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WEBHELP.COM INC.

U.S. $nn

nn Shares

This offering consists of a new issue of n shares of common stock of Webhelp.com Inc. (the
“Company”) under the securities laws in each of the provinces of Canada. The shares being offered hereby are being
offered concurrently in the United States. Subject to applicable law, the Underwriters (defined below) may offer the shares
outside Canada and the United States.  All of the shares of common stock are being issued and sold by the Company.

This prospectus incorporates the prospectus (the “U.S. Prospectus”) included in a Registration
Statement on Form S-1 filed with the U.S. Securities and Exchange Commission.

There is currently no market through which the common stock may be sold.  We have applied for
the listing of our common stock on the Nasdaq National Market (“Nasdaq”) under the symbol “WHLP” and we will apply
for the listing of our common stock on The Toronto Stock Exchange (the “TSE”) under the symbol “WHP.”  Listing is
subject to the fulfillment of the requirements of the Nasdaq and the TSE, including distribution of the securities to a
minimum number of public shareholders.  The offering price of the common stock will be determined by negotiation
among the Company and CIBC World Markets Corp., U.S. Bancorp Piper Jaffray Inc. and RBC Dominion Securities
Corporation (collectively, the “Underwriters”). The shares are being offered in Canada by CIBC World Markets Inc. and
RBC Dominion Securities Inc. (together, the “Canadian Underwriters”). See “Underwriting” in the U.S. Prospectus. The
offering price of each common share, after giving effect to this offering, but before exercise of the Underwriters’
over-allotment option, exceeds the Company’s consolidated net tangible book value as at nn by U.S. $nn, resulting in
a dilution factor of nn%. See “Dilution”. An investment in common stock is subject to a number of risk factors
which should be carefully reviewed by prospective purchasers. See “Risk Factors”.

Price: U.S. $nn per common share

Price to Public Underwriters’ Fee
Net Proceeds to the

Company (1)

Per common share U.S.$n U.S.$n U.S.$n
Total(2) U.S.$n U.S.$n U.S.$n

(1) Before deducting expenses of this offering estimated to be U.S. $n which, together with the Underwriters’ fee, will be paid from the general
funds of the Company.

(2) The Company has granted an over-allotment option to the Underwriters exercisable within 30 days from the completion of this offering to
purchase a maximum of n additional shares of common stock on the same terms as set forth above to cover over-allotments, if any, and for
market stabilization purposes.  If the over-allotment option is exercised in full, the Price to Public, Underwriters’ Fee and Net Proceeds to the
Company will be U.S. $n million, U.S. $n million and U.S. $n million, respectively.  This prospectus qualifies the shares of common stock
issuable upon exercise by the Underwriters of the over-allotment option.
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The Canadian Underwriters, as principals, conditionally offer the shares, subject to prior sale, if, as and when issued by
the Company and accepted by the Underwriters in accordance with the conditions contained in the Underwriting
Agreement referred to under “Underwriting” in the U.S. Prospectus and subject to the approval of certain legal matters on
behalf of the Company by Torys and on behalf of the Underwriters by Bingham Dana LLP and Blake, Cassels & Graydon
LLP.

Subscriptions for the common stock will be received subject to rejection or allotment in whole or in part and the right is
reserved to close the subscription books at any time without notice. It is expected that the closing of this offering will take
place on n, 2000 or on such other date as the Company and the Underwriters may agree, but not later than n, 2000, and
that certificates representing the common stock will be available for delivery on or about closing.  An affiliate of one of
the Canadian Underwriters, CIBC World Markets Corp., is a shareholder of the Company.  Accordingly, the
Company may be considered a connected issuer of CIBC World Markets Inc. under applicable securities
legislation.  See “Underwriting” in the U.S. Prospectus.
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First Page—Inside Cover (Webhelp.com)

(One frame with an image and text. The frame displays a man and woman smiling while leaning
over the Webhelp.com logo. The text ‘‘Humanize Shopping Online’’, ‘‘Humanize Searching Online’’,
‘‘Humanize Learning Online’’, ‘‘Humanize Customer Service,’’ ‘‘Humanize Sales Assistance’’ and
‘‘Humanize Technical Support’’ appear in a list in the lower left hand corner of the page.)
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Second Page (Left)—Inside Cover (Real Questions, Real People, Real Answers, Real Time):

(Two frames with images and text. The first frame accompanies text labeled ‘‘Real People’’ and
contains a picture of a woman sitting with a laptop on a large globe with a cloudy sky above;
accompanying text states ‘‘Our Web Wizards make it easy to search the Internet. These individuals are
skilled in Web navigation and customer service, and are ready to answer your questions 24 hours a day,
365 days a year’’. The second frame accompanies text labeled ‘‘Real Answers’’ and contains a picture of
the Company’s web page while a question is being answered; accompanying text states ‘‘Tired of
wasting time? We can provide fast, relevant answers to some of the most challenging questions. Using
our proprietary integration of live-text chat and co-browsing technologies, Webhelp users communicate
directly with our Web Wizards to help them get the best possible answers to their questions—in real
time.’’)
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Third Page (Right)—Inside Cover (Humanize your Search, Humanize your Site, Humanizing the
Internet):

(Three frames with images and text. The first two frames are pictures of the Webhelp.com portal.
The accompanying text of the first picture states ‘‘Our Webhelp.com Portal is a place that people can
go to get fast relevant responses to their questions. We offer real-time search assistance with a skilled
Web Wizard—anytime, all the time. Webhelp.com has something for everyone. For help buying on the
Internet we offer WebHelpMeShop, which assists users in finding the best prices through comparison
shopping and completing their transactions. Shoppers can browse through 15 categories of products
offered by more than 600 different merchants. Other sites within our Portal include WebHelpMeSell,
KidZone and TeenZone which offer popular content to appeal to a broad range of users.’’ The
accompanying text of the second picture states ‘‘We provide outsourced human-assisted selling and
customer support to online businesses through our Webhelp Direct service. Our Web Wizards are
trained to assist customers of our online corporate clients to find the products or services the customers
are looking for and to complete their purchases should they need help navigating through the check-
out process. Web Wizards use a combination of selling and customer support skills, product knowledge,
collaborative technology and searching techniques to deliver personalized real-time sales and support
for online businesses.’’ The third picture is a frame with no accompanying text labeled ‘‘humanizing the
internet’’, displaying the Webhelp.com logo.)
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EXCHANGE RATES

The following table sets forth, for the periods and rates indicated, information concerning exchange rates for United
States dollars expressed in Canadian dollars, based on the noon buying rate in The City of New York for cable
transfers in Canadian dollars as certified for customs purposes by the Federal Reserve Bank of New York.

Twelve months ended December 31,

1996
        1997         1998         1999

High ....................................................................... 1.3822 1.4398 1.5770 1.5290
Low........................................................................ 1.3310 1.3357 1.4075 1.4440
Average.................................................................. 1.3638 1.3849 1.4836 1.4858

The average noon buying rate is derived by taking the average of the noon buying rate on the last business day of
each month during the relevant period.

PRESENTATION OF OUR FINANCIAL AND OTHER INFORMATION

Unless we indicate otherwise, financial information in this prospectus has been prepared in accordance with U.S.
generally accepted accounting principles (“GAAP”).  U.S. GAAP differs in some significant respects from Canadian
GAAP and thus our financial statements may not be comparable to the financial statements of Canadian companies.
The principal differences as they apply to us are summarized in note 11 to our consolidated financial statements
beginning on page F-20.

We present our financial information in U.S. dollars.  In this prospectus, except where we indicate, all dollar
amounts are in U.S. dollars.  Reference to “$” or “U.S.$” are to U.S. dollars and references to “Cdn$” are to
Canadian dollars.

RISK FACTORS

Investments in our common stock are subject to risk factors that prospective investors should carefully consider.
These risk factors include: novel and unproven services and business model; volatility of operating results; limited
operating history; history of significant losses; net losses and negative cash flows from operations; competition to
provide customer services to e-commerce Web sites and to attract and maintain Internet users, sponsors and
advertisers; uncertainty of ability to deliver or measure the delivery of advertisements reliably; failure or inadequate
capacity of our systems; potential failure of third-party hardware, software and services; costly brand development
strategy; dependence on key personnel; potential inability to effectively manage our growth; failure to add or retain
corporate customers; need for additional capital; potential inability to successfully expand internally and to integrate
acquisitions or investments; location of our Web Wizards in India and possible economic sanctions; potential
liability for withholding taxes and employee benefit expenses if our Web Wizards are deemed to be our employees;
potential technological competition; dependence on our intellectual property and potential for intellectual property
litigation; growth and commercial acceptance of the Internet; potential Internet security concerns; privacy concerns
about our users’ personal information; dependence on and potential liability for content retrieved from the Internet;
possible regulation of the Internet and potential costs of compliance; possible wide fluctuation in market price of our
common stock; potential failure to meet the expectations of public market analysts and investors; seasonality of
operating results; concentrated ownership may discourage bids to purchase our common stock; Delaware law, our
certificate of incorporation and by-laws could discourage or delay offers to purchase our common stock; no prior
public market for our common stock; immediate and substantial dilution to purchasers of our common stock in the
offering; the fact that we do not pay dividends; and your possible inability to enforce civil liabilities.  See “Risk
Factors” in the U.S. Prospectus.
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PROSPECTUS SUMMARY

This summary highlights the information contained in other parts of this prospectus. Because it is a
summary, it does not contain all of the information that you should consider before investing in the shares.
You should read the entire prospectus carefully.

WEBHELP.COM

We are the most widely used provider of real-time human-assisted Internet services. Our services
enable businesses and individuals to more effectively use the Internet to conduct e-commerce and
locate content. Our Web Wizards, who are skilled in Internet navigation, customer service and
searching, engage in a real-time, one-on-one text chat with Internet users to introduce the human
element into the Internet. Through our Webhelp Direct service, our Web Wizards help the customers
of our online corporate clients by providing online support to navigate our client’s Web sites to find
products and services, answer questions and complete the transaction process. For individual Internet
users visiting our consumer portal, our Web Wizards respond to their questions and help them find
relevant products, services and content. We currently engage more than 600 Web Wizards through four
outsourced service providers located in India and the United States.

Our technology combines proprietary and licensed software, creating a robust and scalable
integrated platform of search and chat technologies which supports both our corporate clients and our
consumer portal. We believe that the combination of our technology solution and our operational
model allows us to provide online corporate clients with increased e-commerce revenues, improved
consumer satisfaction and retention and reduced customer support costs. This same combination can
provide users of our consumer portal with a high quality, affordable and more intuitive and effective
search service that expands the benefits of the Internet.

Our goal is to strengthen our leadership position as the most widely used provider of real-time
human-assisted Internet services. The key elements of our growth strategy are as follows:

• Continue to Build the Webhelp Brand. A critical objective is that Internet users and online
businesses equate the Webhelp name with the best customer service experience on the Internet.
Online, we market ourselves primarily through our consumer portal, advertising, direct
marketing and sales promotion. Offline, we employ a variety of promotional techniques
including advertising, events and public relations. We also plan to build the Webhelp brand
internationally by offering our service in other languages.

• Increase the Number of Major Corporations that Use Our Services. We are increasing our
direct sales force and our marketing initiatives. In addition to our current online corporate
clients, including Microsoft Corporation and Beenz.com USA, we continue to target the most
frequently visited commercial and membership sites on the Web. As part of our sales strategy,
we are using our Internet search service on our Web site as a valuable sales tool to demonstrate
to potential corporate clients the capabilities of our real-time human-assistance services.

• Increase Understanding of Consumers’ Interests. We believe that the data we aggregate and
store is one of our most important assets, particularly to our online corporate clients who want
to improve their sales and marketing strategies and better target product development by
understanding their customers’ interests. We believe that this will result in increased customer
satisfaction and retention, increased revenues and reduced support costs.

• Further Enhance and Develop Our Human Interactive Web Services. To maintain and increase
our competitive advantage, we intend to continue to provide new functions and features for our
online corporate clients and on our consumer portal as well as new and enhanced training for
our Web Wizards.

1
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• Cultivate Multiple Revenue Streams. We intend to continue to capitalize on our network of
trained Web Wizards and our underlying technology platform to cultivate multiple revenue
streams, which we believe will reduce our dependence on any single revenue source.

• Pursue Strategic Acquisitions and Alliances. We plan to pursue acquisitions and alliances to
strengthen our technology, broaden our audience reach, capture new distribution channels,
enhance our service offering and open new revenue streams. In addition, we are focusing on
entering into additional arrangements with brand name content providers as well as further
expanding our outsourced service relationships.

We were incorporated on May 27, 1999 and launched our consumer portal on November 30, 1999.
Between the launch and February 29, 2000, our visits per week increased from approximately 519,000
to over 2 million for a total of over 20 million visits during that three-month period. During the same
period over 900,000 unique Internet users registered for our services including more than 80,000 in the
last week of that period.

Our principal executive offices are located at One Dundas Street West, Suite 2500, Toronto,
Ontario M5G 1Z3, Canada. Our telephone number is (416) 260-4710.

2
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The Offering

Common stock offered by us ..................................                    shares

Common stock to be outstanding after the
      offering .............................................................

                   shares

Use of proceeds....................................................... We intend to use these net proceeds for general
corporate purposes, including expansion of our
marketing and brand-building efforts, expansion and
building of Web centers, selected acquisitions of
complementary technologies or businesses and working
capital. See “Use of Proceeds.”

Proposed Nasdaq National Market symbol............. WHLP

Proposed Toronto Stock Exchange symbol ............ WHP

Shares outstanding after the offering includes                     shares to be issued upon the closing of this
offering upon the automatic conversion of all our outstanding preferred stock and excludes up to
shares reserved for issuance under our 1999 Long Term Incentive Plan.
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Summary Consolidated Historical Financial Information

The summary consolidated balance sheet data below as of December 31, 1999 is presented on:

• an actual basis;

• a pro forma basis to reflect the conversion of all of the outstanding shares of preferred stock
into shares of common stock upon the closing of this offering; and

• an as adjusted basis to reflect the pro forma basis described above and to reflect the sale of the
common stock in this offering and the receipt of the net proceeds from the sale of shares of
common stock at $  per share, after deducting estimated underwriting discounts and
commissions and the estimated offering expenses payable by us.

For the Period
May 27, 1999

to December 31, 1999

Statement of Operations Data:
Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29,857
Gross profit (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (815,059)
Operating loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,875,834)
Net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,905,987)
Net loss per share—basic, diluted and pro forma . . . . . . . . . . . . . . . . . . . . . . . . $ (0.20)
Weighted average number of shares outstanding used to compute basic and

diluted net loss per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,095,508

December 31, 1999

Actual Pro Forma As Adjusted

Balance Sheet Data:
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . $21,178,857 $21,178,857 $
Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,498,610 24,498,610
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,435,614 27,435,614
Total stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,435,614 27,435,614

4
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RISK FACTORS

You should carefully consider the following factors in addition to the other information in this
prospectus before deciding to invest in the shares.

Risks Related to our Business

It is extremely difficult to evaluate our prospects or future results because our business model is
unproven, we only recently began to generate revenues and we have a limited operating history

We were incorporated on May 27, 1999 and generated no revenue prior to the launch of our Web
site on November 30, 1999. Therefore, we have a limited operating history for you to use in evaluating
our prospects and our historical financial information is of limited value in projecting our future
operating results. Due to our limited operating history, you should not take our recent financial results
as indicative of the rate of growth, if any, that you can expect in the future.

You should consider the risks, expenses and difficulties frequently encountered by companies in
their early stages of development, particularly companies operating in new and rapidly evolving markets
such as ours. We may not successfully address these risks, expenses and difficulties, which may include:

• our services have only recently been introduced into the marketplace;

• we may not be able to respond to the changing market for Internet services;

• we may not be able to develop a sufficiently broad group of service offerings to compete
effectively;

• we may not be able to develop Webhelp as an effective brand;

• we may not be able to develop and expand our operational and technical infrastructure fast
enough to meet customers’ demands and to manage our growth;

• we may not be able to successfully introduce our online business services;

• we may not be able to maintain and increase levels of traffic on our Web site;

• we rely on our independent contractors to provide Web Wizard services;

• we may not be able to obtain sufficient operating efficiencies and economies of scale in the
outsourced Web centers to obtain profitable contracts; and

• we may not be able to attract, retain and motivate qualified personnel.

As a strategic response to a changing competitive environment, we may choose to make pricing,
service or marketing decisions or acquisitions that would adversely impact our operations and
profitability.

We have a history of significant losses and expect to continue to incur net losses and negative cash
flows from operations

We have incurred significant losses since our inception and expect to incur increasingly significant
losses and have negative cash flows for the foreseeable future. For the period from our inception,
May 27, 1999, to December 31, 1999, we reported a net loss of $4.9 million and as of December 31,
1999, we had an accumulated deficit of $14.9 million. We reported a loss of $0.20 per share for the
period from our inception, May 27, 1999, to December 31, 1999. It is critical to our success that we
continue to expend financial and management resources to develop our brand loyalty through
marketing and promotion, enhancement of our existing services and expansion into other services. We

5
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currently expect that our operating expenses will continue to increase significantly as we expand our
sales and marketing operations, fund further development of our Web site, expand our administrative
staff and develop and acquire complementary technologies. We expect that our cost of revenue will
increase at a rate that may exceed our revenue growth due to our investment in our Web site content
and the further development of our customer service capabilities provided by our independent
contractors who provide Web Wizard services.

The size of our losses will also depend, in part, on our ability to attract and grow revenue from
advertisers, individual users and online corporate clients. Consequently, it is possible that we may never
achieve profitability, and if we do achieve profitability, we may not be able to achieve profitability on a
sustainable basis. If we do not achieve profitability on a sustainable basis in the future, we may be
unable to continue our operations.

Our cash flows from operations and investing will also be impacted by growth in our working
capital and investments in fixed assets, product development costs and any other investments in long
term assets or acquisitions of assets.

Our operating results may be volatile and difficult to predict

We have a limited operating history, and as our business develops, we may be subject to volatility
in our revenues and operating results. Our revenues and operating results may fluctuate, and these
fluctuations may be material. We expect our revenues and operating results to fluctuate due to a
number of factors, many of which are beyond our control, and which include, but are not limited to,
the following:

• the length of online corporate clients’ contracts, the ramp up of the revenues from these
contracts and any start-up costs associated with each new online corporate client;

• seasonal and other fluctuations in the number of users visiting our Web site and the related
impact on our ability to generate revenues;

• changes in our ability to attract advertising and changes in the advertising rates that we are able
to command;

• costs associated with increasing the number of Web Wizards available to provide our services
including recruiting, training, quality assurance and those costs, if any, of our outsourced service
providers that we may incur with respect to expansion of our Web centers;

• costs relating to operating inefficiencies that may exist within the Web centers as a result of
uneven call traffic flow, training inadequacies or technology problems or as a result of our
decision to take on staff levels in the Web centers in advance of business demands;

• costs associated with the continuing development and enhancement of our technology;

• timing and seasonality of marketing expenditures;

• costs associated with possible acquisitions and the operational integration of any such
acquisitions; and

• costs associated with the development, marketing and implementation of new service offerings.

Due to our limited operating history and our inability to accurately predict our revenues, we may
not be able to predict our operating results, or take actions on a timely basis with respect to reducing
costs to mitigate the impact of changes in our revenue. This, and the above factors, could all result in
significant variations in the operating results from quarter to quarter. As a result, our quarterly
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revenues and operating results may fluctuate, adversely affecting our market price and our ability to
raise future capital as may be required from time to time.

Our services and business plan are novel and unproven and we will not become profitable unless a
large number of businesses and consumers use our services on the internet

We will be successful only if Internet users accept our real-time, human-assistance services on our
Web site and on the Web sites of our online corporate clients. In addition, we cannot predict whether
our business plan will be profitable. Currently, a limited number of Internet users have registered for
our services. It is difficult to predict the extent and rate of user adoption of our services. We cannot
assure you that our services will be broadly accepted. Visitors to our Web site may use our search
service once or twice and then revert to traditional search techniques to navigate the Internet.
Furthermore, we may not have anticipated all of the operational, customer and pricing issues in such a
novel business. As a result, the investments we have made and expect to make to implement our
business plan may not produce expanded revenues or profits.

We provide our basic Internet search service to users free of charge. However, a significant portion
of our revenues for the foreseeable future is expected to be derived from individual users, or our
online corporate clients’ customers paying a subscription charge for the use of our Webhelp Express
premium service. We have not yet determined the exact nature of our Webhelp Express premium
service and we have not been able to determine whether Internet users will pay for subscriptions on a
sustainable basis, and at what rate they may be willing to pay. In addition, our revenues will be
dependent upon our ability to charge appropriate fees and collect money from these subscribers. Our
business could be materially adversely affected if we were unsuccessful in establishing a paying
subscriber base, or were unable to collect monies from these subscribers.

We face risks related to expanding into relatively new services and business areas, in particular E-
COMMERCE

To increase our revenues, we will need to expand our operations by promoting new or
complementary services and by expanding the breadth and depth of our services. In particular, we
believe that our future success will depend largely on our ability to substantially increase revenues
through provision of customer-service solutions for online businesses that seek to facilitate and enhance
e-commerce transactions. We only recently entered this market and have little experience in it. The
expansion of our e-commerce services will require additional development resources. Our expansion
into new service offerings may not be timely or may not generate sufficient revenues to offset the cost
of these offerings. If this occurs, our business, operating results and financial condition will be
materially and adversely affected.

We may not be able to overcome competition to provide customer services to E-Commerce web sites, to
attract internet users to our web site, to attract sponsors to place content on our web site and to
attract advertisers

We face direct competition from companies that provide Internet-based search engines, including
those that allow a user to conduct his or her own search of the Internet for answers to his or her
questions, such as About.com, AskJeeves Inc., ExpertCentral.com, Inc., Excite@Home Corp. and
Altavista Co. We also compete with directory services, such as Yahoo! Inc., Lycos Inc., Infospace.com,
Inc. and LookSmart Ltd. that provide alternative ways for Internet users to obtain desired content
online. These companies, which have significantly more resources than we do, may create a search
engine that employs human assistance. Some companies have already entered the market for
personalized searching, offering automated plain English question answering or next-day human
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response e-mails. Although we believe that our combination of real people answering questions in real
time will be attractive to Internet users, we can offer no assurance that users will choose our search
methods over others.

We may also face potential competition from larger enterprise software companies such as Oracle
Corporation and Siebel Systems, Inc. established technology companies, including International
Business Machines Corp., Hewlett-Packard Co. and Microsoft Corporation, outsourced service
providers such as Convergis Corp., Teletech Holdings, Inc. and Sykes Enterprises, Incorporated, and e-
mail customer service companies such as Kana Communications Inc. and Brigade Solutions, Inc., who
may use their existing relationships and capabilities to offer real-time sales and customer service
applications.

We compete with other Internet portals and Web sites to attract Internet users, advertisers and
sponsors. We also compete with traditional offline media, including print and television, for a share of
advertising budgets. There is particularly intense competition based on price in the sale of advertising
on the Internet which makes it difficult to project future advertising revenues. We currently receive all
of our revenue from selling advertising space and sponsorships on our Web site.

Many of our competitors and potential competitors have longer operating histories, larger user
bases, longer relationships with consumers, greater brand or name recognition and significantly greater
financial, technical and marketing resources than we do. As a result of their greater resources, our
competitors may be in a position to respond more quickly to new or emerging technologies and
changes in consumer requirements and to develop and promote their services more effectively than we
do. Although we believe that the Internet market will provide opportunities for more than one supplier
of services similar to ours, it is possible that one or more of our competitors may dominate one or
more market segments.

Failure to add new online corporate clients or retain existing online corporate clients may have an
adverse effect on our revenues

In the coming year, we expect that revenues associated with online corporate clients will be
dependent on a limited number of clients, comprised primarily of major corporations with difficult-to-
navigate Web sites. If we do not complete sales to a sufficient number of clients, our future revenues
will be seriously harmed.

Most of our online corporate client contracts have a limited term following the implementation of
our Webhelp Direct services. As a result, if we are unable to offer valuable services to our clients
during the term of these contracts, or if our clients choose a competitor’s service over our service, or if
these clients decide to use their own proprietary technology to develop services similar to ours, these
clients may not renew their contracts. If we do not obtain a sufficient number of contract renewals or if
these renewal contracts are obtained on terms less favorable than the original contracts, our business
could be seriously harmed.

We may not be able to deliver or measure the delivery of advertisements reliably and therefore may
not be able to earn or to reliably calculate accrued advertising revenues

We currently rely on advertising as our largest source of revenue. We rely on a third-party, 24/7
Media, Inc., to sell and deliver advertising on our Web site. If 24/7 fails to sell sufficient advertising,
fails to sell advertising at sufficient rates, or fails to deliver the advertisements as contracted for, due to
reliability or performance problems, or if advertisements cannot be targeted as promised to advertisers,
our revenues will decrease.
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The process of reliably delivering and tracking advertising placement within Web sites is an
increasingly important and complex task, and currently available software programs and other tracing
methods are rapidly evolving. We rely on a third party to sell and manage our banner advertising. To
the extent that we or they encounter system failures or material difficulties in the operation of our
system, we could be unable to deliver banner advertisements and sponsorships through our Web site.
Any extended failure of, or other material difficulties with, our advertising management system may
require us to provide advertising free of charge. In addition, advertising clients may not advertise on
our Web site or may pay less for advertising if they do not perceive our measurements of impressions
and click-throughs to be accurate and reliable.

The failure or inadequate capacity of our systems could impair our ability to attract and retain online
corporate clients, internet users and advertisers

Our current revenue base is substantially dependent on attracting Internet users to our Web site
and convincing them to continue to use our services. The quality of our services is critical to our
reputation and to market acceptance of these services and, accordingly, to our ability to attract
advertisers to our Web site and online corporate clients to our consumer service offerings. Any system
failure that causes interruptions in the availability, or increases the response time, of our services could
result in less traffic to our Web site and interruptions in our services to our online corporate clients. If
these interruptions or increases in response time continue or are repeated, they could reduce the
attractiveness of our services to advertisers, sponsors, e-commerce businesses and consumers.

An increase in the use of our services could strain the capacity of the software or hardware we use
or the capacity of our network infrastructure. This strain could lead to slower response time or system
failures. We have experienced system interruptions in the past, including as a result of our failure to
anticipate the level of usage of our services. Similar interruptions are expected to occur from time-to-
time in the future.

Any substantial increase in traffic on our Web site will require us to expand and adapt our
network infrastructure. Our inability to add additional software and hardware to accommodate
increased traffic on our Web site may cause unanticipated system disruptions and result in slower
response times. Any failure to expand the capacity of our hardware or network infrastructure on a
timely basis or on commercially reasonable terms could have a negative impact on our revenues and
profits.

Our services may be adversely affected by the failure of third-party hardware, software and services

The delivery of our services has been and may in the future be interrupted due to the failure of
third-party providers of hardware, software, bandwidth and services. In addition, our success depends to
a significant degree upon retaining our key relationships with our unrelated independent contractors,
who employ and manage our trained Web Wizards who navigate the Internet for our users. These
relationships are governed by short-term agreements. If these agreements were to be canceled or
terminated and we were unable to replace or renew these agreements on satisfactory terms, our ability
to service traffic to our Web site would be compromised. In addition, we will need to increase the
number of Web Wizards as our business grows. Furthermore, since there is only one
telecommunications provider in India, if the telecommunications links between our servers in the
United States and one or more of our Web centers in India were severed or impaired, our operations
could be severely disrupted. While we contract with a number of satellite providers to provide back-up
support in the event of a telecommunications failure, we currently do not have sufficient back-up
support to continue providing optimal services in the event of such a disruption and we would only be
able to provide our services at a reduced level.
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In addition, our registered users depend on Internet Service Providers, or ISPs, other online
service providers and other Web site operators for access to our Web site. Each of these service
providers has experienced significant outages in the past and could experience outages, delays and
other operating difficulties in the future due to system failures. In addition, our users have experienced
difficulties due to browser and provider system failures unrelated to our systems and services. Users
who browse the Internet using versions 3.0 or lower of Netscape or Internet Explorer may experience
some degradation in our services.

We currently depend on a limited number of suppliers for certain key technologies used to operate
and manage our Web site. We may not be able to expand our network infrastructure on a timely basis
to meet increased demand and key technology suppliers may not continue to provide us with products
and services that meet our requirements.

We rely on the servers of eGain Communications, Inc. to support our Web site. We have designed
our technology so that a failure of individual servers will not impact our services. However, if all of
eGain’s servers were to fail, in the case of, for example, a power outage at eGain’s site, whether caused
by severe weather, fire or otherwise, our operations could be severely disrupted.

We are also dependent on hardware suppliers for prompt delivery, installation, repair and
maintenance of servers and other equipment and services used to provide our services. Substantially all
of our hardware operations are located at our computer facility in the Chicago, Illinois site of Exodus
Communications, Inc. We back up our data daily at the Plymouth, Minnesota site of Onvoy, Inc. We
also outsource a portion of our hardware operations to third parties. A system failure at any of our
operations locations may harm the performance of our services. Our systems are vulnerable to damage
from fire, floods, earthquakes, power loss, telecommunications failures, break-ins and similar events.
Despite the implementation of network security measures, our servers are also vulnerable to computer
viruses and similar disruptive problems. Computer viruses or other problems caused by third parties
could lead to interruptions, delays or halts in service. The occurrence of any of these risks could harm
our business and could have a negative effect on our revenues and profits.

Our inability to maintain high user traffic to our web site would negatively affect our arrangements
with advertisers and sponsors and, therefore, reduce our revenues

If we do not maintain high user traffic to our Web site, we may be required to provide advertisers
and sponsors with free advertising space or reduce the fees they pay, thereby lowering our revenues.
Our agreements with advertisers and sponsors often require that we achieve, and sometimes guarantee
the achievement of, a minimum number of times that an advertisement is displayed or a minimum
number of user requests for additional content made by clicking on the advertisement or promotional
hyperlink. We may receive sponsorship fees as well as a portion of transaction revenues received by
these third-party sponsors from Internet users originated through our Web site. If we fail to deliver
these minimums, the sponsors typically either decrease the fees payable to us or we provide the
sponsorship services to the sponsor free for a ‘‘make good’’ period.

Sponsors may terminate their relationship with us if we are unable to meet the minimum use
standards described above. Our contracts with sponsors typically have short terms and are terminable
on relatively short notice. We may not be able to attract additional sponsors or renew existing
sponsorship agreements if they terminate, which would decrease an important source of our future
revenues. A termination would also waste resources and significant programming and design efforts
that we may have dedicated to integrating sponsors’ content with our services.
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We are relying on a costly brand development strategy to increase revenues, and this strategy may not
succeed

Our future revenues will not grow unless we are able to develop the Webhelp brand. Promotion
and enhancement of the Webhelp brand will depend largely on our ability to provide consistently high-
quality services. We are pursuing an aggressive brand-enhancement strategy, which includes mass
market and multimedia advertising, promotional programs and public relations activities. In pursuing
this strategy, we will incur significant expenditures, including approximately $15 million in 2000 on
these advertising and promotional programs and other activities. These expenditures may exceed any
resulting increase in revenues. In addition, even if brand recognition increases, the number of new
users of our services may not increase. Further, even if the number of new users increases, the amount
of traffic on our Web site and the number of online corporate clients who use our customer relations
solutions may not increase sufficiently to justify the expenditures. If our brand enhancement strategy is
unsuccessful, these expenses may never be recovered and we may be unable to increase future
revenues.

The loss of members of our senior management team could have a negative effect on our business

Our success depends to a significant degree upon the contributions of our executive management
team, particularly Kerry Adler, our President and Chief Executive Officer. We believe that their
management and technological skills in establishing and maintaining multiple Web centers and
establishing training programs for hundreds of Web Wizards in customer service would be difficult to
replace. The loss of the services of Mr. Adler or other members of our executive management team
could have a material adverse effect on our business, financial condition and results of operations. In
addition, because we commenced operations in November 1999, our senior managers are still becoming
integrated as a management team and may not work effectively as a team to successfully manage our
business.

We may not be able to hire and retain the skilled personnel that we need to be successful

Given the rapid growth of our business, our success depends upon our ability to attract and retain
highly qualified management, technical and sales and marketing personnel. There is intense
competition among Internet companies for such personnel and the process of locating and hiring
personnel with the combination of skills and attributes we require may be lengthy. Additionally, it is
often more difficult to attract employees once a company’s stock is publicly traded because the exercise
price of equity awards such as stock options are generally based on the public market price, which is
highly volatile in our industry. We may be unable to attract, integrate or retain other highly qualified
employees in the future. The loss of the services of key personnel or the inability to attract additional
qualified personnel could have a material adverse effect on our business, financial condition and results
of operations.

If we are not able to manage effectively the potential growth of our business we may not be able to
meet our revenue and profitability targets

The growth of our business has resulted, and is expected in the future to result, in growth in the
number of our employees and in increased responsibility for both existing and new management
personnel. We cannot assure you that our systems, procedures or controls will be adequate to support
our operations or that we will be able to manage our growth effectively. To the extent we continue to
grow and do not manage this expansion successfully, our ability to retain key personnel and our
business, operating results and financial condition could be materially and adversely affected.
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We may need to raise additional capital in order to fund our operations, develop new or enhanced
services and respond to competitive pressures

We may need to raise additional funds through the public or private sale of our equity or debt
securities or from other sources for the following purposes:

• to fund our operations;

• to develop new or enhanced services; or

• to respond to competitive pressures.

We cannot assure you that additional funds will be available when we need them, or that if funds
are available, they will be available on terms favorable to us or our stockholders. If we are not able to
obtain sufficient funds or if adequate funds are not available on terms acceptable to us, we may not be
able to develop or enhance our services. A lack of sufficient funds could also prevent us from taking
advantage of market opportunities or being able to respond to competitive pressures. Any of these
results could have a material adverse effect on our business, financial condition and results of
operations.

Our need to raise additional funds could also directly and adversely affect your investment in us in
another way. When a company raises funds by issuing additional stock to new investors, the percentage
ownership of the existing stockholders of that company is reduced. This is referred to as dilution. If we
raise funds in the future by issuing additional stock, you may experience significant dilution.
Additionally, certain types of equity securities that we may issue in the future could have rights,
preferences or privileges senior to your rights as a holder of our common stock.

The acquisitions and investments that we have made and may make in the future may not be
successful and may create unanticipated problems for us

We have completed one acquisition of assets that complement our business. We are continually
evaluating potential acquisitions of additional technologies and assets, as well as selected businesses.
We may not be able to identify additional suitable acquisition candidates available for sale at
reasonable prices or to complete any desired acquisitions. In addition, we may not be able to
successfully integrate any or all of the businesses we acquire into our operations. In connection with
future acquisitions, we may have to:

• issue equity securities, which would dilute the ownership interest of all our stockholders; or

• incur additional debt.

Acquisitions involve numerous additional risks, including difficulties in the integration of the
operations, services, products and personnel of the acquired business. Our systems, procedures or
controls may not be able to support increased operations resulting from acquisitions. Acquisitions also
divert management’s attention from other business objectives. We also encounter risks by entering
markets in which we have little or no experience. Problems with an acquired business could impair our
performance. We may make investments in companies involved in the development of technologies or
services that are complementary or related to our operations in the future. We cannot assure you that
any investments in these companies will result in any return, nor can there be any assurance as to the
timing of any return.
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We face risks associated with international expansion and our revenues from such expansion may be
lower than expected

To increase revenues, we plan to expand internationally through joint ventures providing our
services in languages other than English and through international marketing. We believe this
expansion is important to our ability to continue to grow and market our services. In marketing our
services internationally, however, our operating costs will increase and we will face new competitors. In
addition, our ability to enter international markets will be dependent upon our ability to create
localized versions of our services. We cannot assure you that we will be successful in creating versions
of our services for international markets, marketing or distributing our services abroad, or if we are
successful, that our international revenues will be adequate to offset the expense of establishing and
maintaining international operations. To date, we have limited experience in marketing and distributing
our services internationally.

In addition, we cannot assure you that we will be able to negotiate acceptable partnership or joint
venture arrangements, that these arrangements will be successful or that potential partners will not
pursue alternative means of providing real-time human-assisted Internet services. Although we believe
that the other parties to our joint ventures generally have an economic motivation to perform their
contractual responsibilities, their devotion of resources to these activities will be beyond our control.
Depending on our obligations in these joint ventures, the termination or cancellation of these
arrangements could also adversely affect our financial condition and results of operations.

In addition to the uncertainty as to our ability to establish an international presence profitably,
there are difficulties and risks inherent in doing business on an international level, such as:

• compliance with regulatory requirements and changes in those requirements;

• trade barriers;

• protection of intellectual property rights;

• difficulties in staffing and managing international operations;

• longer payment cycles;

• problems in collecting accounts receivable;

• political instability;

• fluctuations in currency exchange rates; and

• potentially adverse tax consequences.

We cannot assure you that one or more of these factors will not have a material adverse effect on
any international operations established by us and, consequently, on our business, results of operations
and financial condition.

Many of our Web Wizards are located in India

Our offering of real-time, human-assisted search services is highly dependent on our Web Wizards.
Many of our Web Wizards are currently located in India, in part in order to reduce our operating costs.
Our ability to service traffic to our Web site may be affected by changes in Indian government policy,
taxation, social and ethnic instability and other political, economic or other developments in or
affecting India.

Since achieving independence in 1947, India has had a mixed economy with a large public sector
and an extensively regulated private sector. Indian central and state governments have in the past,
among other things:
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• imposed controls on prices of a broad range of goods and services;

• restricted the ability of private sector enterprises to expand capacity, reduce production or
employment, or enter new businesses; and

• allocated raw materials and foreign exchange.

During the past decade, and especially since 1991, the central government has significantly relaxed
restrictions on the private sector. Nonetheless, the role of the Indian central and state governments in
the Indian economy, as producers, consumers and regulators, remains significant in ways which directly
affect our ability to rely on Web Wizards based in India. We cannot assure you that the economic
liberalization policies of recent governments will be continued or that changes in Indian government
policies or future developments in the Indian economy may not adversely affect our operations. If they
were not continued, our operating expenses could increase or we could be unable to continue to
operate in India at all.

Economic sanctions imposed on India by the United States could restrict our Indian web center’s
access to technology and limit our ability to rely on Web Wizards in India

In May 1998, the United States imposed economic sanctions against India in response to India’s
testing of nuclear devices. Since then, the United States has waived some of these sanctions after
discussions with the government of India. The economic sanctions imposed on India to date have not
had a material impact on our use of our Web Wizards. However, these sanctions, or additional
sanctions, could restrict our access to technology that is required to construct and operate our Web
centers. We cannot assure you that any of these sanctions will continue to be waived, that additional
economic sanctions of this nature will not be imposed, or that these sanctions or any additional
sanctions that are imposed will not have a material adverse effect on our business.

We could incur significant withholding taxes and employee benefit expenses if our Web Wizards were
deemed to be our employees rather than employees of our independent contractors

The outsourced service providers that employ Web Wizards act as our independent contractors.
One or more jurisdictions or taxing authorities, including the Internal Revenue Service, could seek to
treat the Web Wizards as our employees rather than employees of these independent contractors. As a
result, they may seek to impose taxes, interest and penalties on us. In addition, employees are generally
entitled to healthcare and other benefits that are typically unavailable to employees of independent
contractors. Because we believe that the Web Wizards are not our employees, we would vigorously
oppose any claim to the contrary. However, our efforts to do so might not be successful. Our business,
results of operations and financial condition would be materially adversely affected if these claims are
made and we do not prevail or if we are required to treat the Web Wizards as employees for tax or
employee benefit purposes or otherwise.

We may not be able to adapt to technological change and to develop new services to remain
competitive

The market for Internet products and services is characterized by rapidly changing technology,
evolving industry standards and customer demands, and frequent new product introductions and
enhancements. Our users and online corporate clients will expect us to be on the cutting edge of these
developments. These market characteristics are exacerbated by the emerging nature of this market and
the fact that many companies are expected to introduce new competitive Internet products in the near
future. Therefore, to be successful in attracting and maintaining users of our Web site, we must
continually improve the performance, features and reliability of our search and other services. A key
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element of our business strategy is the development, introduction and integration of new services that
capitalize on the increasing use of the Internet. We cannot assure you that we will be successful in
developing or integrating these services, that they will meet with market acceptance or that our
investments in these services will be recovered. In addition, the technology for our services may contain
undetected errors that require significant design modifications, resulting in a loss of customer
confidence in our services and a reduction in the use of our services.

We are dependent on our intellectual property and our methods of protecting our intellectual property
may not be adequate

Our success depends significantly upon our proprietary technology. We currently rely on a
combination of copyright, trademark and patent laws, trade secrets, confidentiality procedures and
contractual provisions to protect our proprietary rights. We have filed a provisional application for a
patent in the United States relating to certain aspects of our system architecture and interface, and we
are filing applications for registration of certain trademarks. We will continue to evaluate the possibility
of filing additional applications for patents, service marks and trademarks, as appropriate. Other parties
may challenge our patent application or any patent that may issue from the application or our
trademarks. If challenges are brought or if the U.S. Patent and Trademark Office disallows our
applications, the patent or trademark registrations may not be granted or, if granted, may be expunged.
Also, we cannot assure you that we will develop additional proprietary services or technologies that are
patentable, that any issued patent will provide us with any competitive advantages or will not be
challenged by third parties, or that the patents of others will not have a material adverse effect on our
ability to do business. We generally enter into confidentiality agreements with our employees,
consultants and partners. In addition, we have certain security procedures to protect our trade secrets
and know-how. Despite our efforts to protect our proprietary rights, unauthorized parties may attempt
to copy aspects of our services or to obtain and use information that we regard as proprietary. The laws
of some foreign countries do not protect proprietary rights to as great an extent as do the laws of the
United States. We do not currently have any patents or patent applications pending in any country
outside of the United States. Our means of protecting our proprietary rights may not be adequate.
Additionally, our competitors may independently develop similar technology, duplicate our services or
design around our intellectual property rights.

We may become involved in intellectual property litigation which could impair our ability to conduct
our business

There has been substantial litigation in the software and Internet industries regarding intellectual
property rights. We or our licensors may become involved in claims and counterclaims with third
parties regarding infringement with respect to current or future products or trademarks or other
proprietary rights. Any infringement or other claims or counterclaims could impair our business
because they could:

• be time-consuming;

• result in costly litigation;

• divert management’s attention from the effective operation of our business;

• cause service delays; or

• require us to redesign our services or require us to enter into royalty or licensing agreements
which may not be available on terms acceptable to us, or at all.
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Risks Related to the Internet Industry

Our performance will depend on the growth and commercial acceptance of the Internet

Our future success will depend substantially upon the widespread adoption of the Internet as a primary
medium for commerce and business applications. If the Internet does not become a viable and substantial
commercial medium, our business, operating results and financial condition will be materially adversely
affected. The Internet has experienced, and is expected to continue to experience, significant user and
traffic growth, which has, at times, caused user frustration with slow access and download times. The
Internet infrastructure may not be able to support the demands placed on it by continued growth. There
have been regular failures in the Internet infrastructure, and there are likely to be more in the future, which
may undermine our potential clients' confidence in the Internet as a viable commercial medium. Critical
issues concerning the commercial use of the Internet, like security, reliability, cost, accessibility and
quality of service, remain unresolved and may negatively affect the growth of Internet use or the
attractiveness of commerce and business communication on the Internet. In addition, the Internet could
lose its viability if there are delays in the development or adoption of new standards and protocols to
handle increased activity or if there is increased government regulation and taxation of Internet commerce.

We may not be able to maintain advertising revenues if the Internet is not adopted as an advertising
medium

We expect to earn a significant portion of our revenues by selling advertisements on our Web site. For
the period from our inception, May 27, 1999, to December 31, 1999, advertising revenues represented all
of our revenues. We will not be able to sustain or increase our advertising revenues if the Internet does not
develop into an attractive and sustainable advertising medium. For example, Internet users may purchase
"filter" software programs that limit or remove advertising from the user's browser display. The
widespread adoption of this software could negatively impact the use of advertising on the Web. It is also
difficult to predict which method of pricing will be adopted by the industry or advertisers. For example,
our advertising revenues could decrease if advertising rates are based on the number of users who access
the advertiser's Web site from our Web site or seek additional information about a product or service by
"clicking" on the advertisement, rather than rates being based solely on the number of times an
advertisement is displayed. In order to maintain and increase advertising revenues, we must develop a
large base of registered users with demographic characteristics attractive to advertisers. If we are unable to
attract Internet users to our Web site, advertising revenues could be impaired, advertisers and sponsors
may terminate their agreements with us, advertisers may not be willing to pay as much as they currently
pay to appear on our Web site and we may be required to supply our services to advertisers for free.

Security concerns could hinder e-commerce transactions conducted over the Internet

The need to transmit confidential information securely over the Internet has been a significant barrier
to conducting commercial transactions over the Internet and communicating over the Web. Any well-
publicized compromise of security could deter some consumers from using the Web or from using it to
conduct transactions that involve transmitting confidential information, like stock trades or purchases of
goods or services. Because much of our business strategy involves consumers' use of the Web to purchase
goods or services, our business could be adversely affected by security violations by us or our commerce
partners.

We may also incur significant costs to protect against the threat of security violations or to
alleviate problems caused by these violations. These violations could expose us to a risk of loss or
litigation and possible liability. In addition, we may suffer losses as a result of orders placed with
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fraudulent credit card data, even though the consumer’s payment for these orders has been authorized
by the associated financial institution.

We are subject to concerns regarding privacy of personal information about the users of our services

We maintain a privacy policy that is displayed on our Web site. Our policy is not to disclose
willfully any individually identifiable information about any user of our services to a third party without
the user’s consent. This information may include personal identification information, demographic
profile data, user preferences, Web site behavioral data and chat transcripts. Our policy and user
choices regarding the dissemination of personal information collected on our Web site are accessible to
users of our personalized services when they initially register. In addition, the Federal Trade
Commission and several states have been investigating some Internet companies regarding their use of
personal information. We could incur additional expenses and reduced revenues if new regulations
regarding the use of personal information are introduced or if our privacy practices are investigated. In
addition, if third persons were able to penetrate our network security or otherwise misappropriate
users’ personal information, we could be subject to costly liability claims. These could include claims for
unauthorized purchases, impersonation or other similar fraud claims, as well as claims for other misuses
of personal information, such as for unauthorized marketing purposes.

We depend on third-party content

Our Internet search service is designed to directly link our users to a page within a third-party’s
Web site that presents the answer to a question asked. However, when we attempt to direct users to a
page within these Web sites, some companies have automatically redirected our users to their home
page. If companies prevent us from directly linking our users to a particular page within a third-party
Web site, and if there are no comparable alternative Web sites to which we can direct our users, the
utility and attractiveness of our services to Internet users may be reduced. If this occurs, traffic on our
Web site could significantly decrease, which would seriously harm our business. In addition, we have
little control over the content contained on these third-party Web sites. If these third-party Web sites
do not contain high-quality, up-to-date and useful information to the user, the utility of our service to
the user will be reduced, which could seriously harm our business.

We may be liable for content retrieved from the Internet

We could be exposed to liability with respect to the selection of third-party Web sites that may be
accessible through our Web site. These claims might include, among others, that by linking to Web sites
operated by third parties, we may be liable for copyright or trademark infringement or other
unauthorized actions by these third-party Web sites. Because material may be downloaded by the online
or Internet services operated or facilitated by us or the Internet access providers with which we have
relationships, and may be subsequently distributed to others, it is also possible that claims will be made
against us on the basis of defamation, negligence, copyright or trademark infringement or other
theories based on the nature and content of such materials. These claims could be based on us
providing access to obscene or indecent content. Implementing measures to reduce our exposure to this
liability may require substantial resources and may limit the attractiveness of our services to Internet
users.

Although we carry general liability insurance, our insurance may not cover potential claims of this
type, or may not be adequate to indemnify us for all types of liability that may be imposed. Any
imposition of liability that is not covered by insurance or is in excess of insurance coverage could
impair our business.
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Government regulation of the Internet and legal uncertainties caused thereby could impair our
business

We are not currently subject to direct regulation by any government agency, other than regulations
applicable to businesses generally, including as they apply to access to, or commerce on, the Web. The
adoption of such laws or regulations could increase our cost of doing business and may decrease the
growth of the Web and the demand for our services. Due to the increasing popularity and use of the
Web, it is likely that laws and regulations may be adopted with respect to issues such as the protection
of databases, user privacy, consumer protection, copyrights, pricing and characteristics and quality of
products and services. It is not possible to fully determine the impact of this legislation, which could
subject us and/or our online corporate clients or their customers to potential liability, which could have
a material adverse effect on our business, results of operations and financial position.

Due to the global nature of the Internet, it is possible that, although transmission of our services
originates from our operations centers in Toronto, Ontario, Minot, North Dakota, Plymouth,
Minnesota, Chicago, Illinois and India, the governments of other states and foreign countries may
attempt to regulate our transmissions or to prosecute us for violations of their laws. Violations of local
laws may be alleged or charged by state or foreign governments. Although we intend to comply with
local law, we may violate these laws unintentionally and these laws may be modified, or new laws
enacted, in the future. It is also possible that states or foreign countries may seek to impose sales taxes
on out-of-state companies that engage in commerce over the Internet. In the event that states or
foreign countries succeed in imposing sales or other taxes on Internet commerce, the growth of the use
of the Internet for commerce could slow substantially, thereby causing a negative effect on our business
and profitability.

Several states have proposed legislation that would govern the collection and use of information
gathered from Internet users. As we and some of our online corporate clients aggregate this data, any
legislation of this type could restrict these activities. In addition, consumers who have privacy concerns
may avoid Web sites that collect information from their users.

Legislation limiting the ability of the states to impose taxes on Internet-based transactions recently
has been enacted by the United States Congress. However, this legislation, known as the Internet Tax
Freedom Act, imposes only a three-year moratorium, which commenced October 1, 1998 and ends on
October 21, 2001, on state and local taxes on e-commerce, where those taxes are multiple or
discriminatory, and on Internet access, unless those taxes were generally imposed and actually enforced
prior to October 1, 1998. It is possible that the tax moratorium could fail to be renewed prior to
October 21, 2001. Failure to renew this legislation would allow various states to impose taxes on
Internet-based commerce. The imposition of these taxes could adversely affect our ability to become
profitable.

Several telecommunications carriers are advocating that the United States Federal
Communications Commission regulate the Internet in the same manner as it does other
telecommunications services by imposing access fees on Internet service providers. These regulations
could substantially increase the costs of communicating on the Internet. This, in turn, could slow the
growth in Internet use and thereby decrease the demand for our services.

In addition, we are not certain how our business may be affected by the application of existing
laws governing issues such as property ownership, copyrights, encryption and other intellectual property
issues, taxation, libel, obscenity and export or import matters. Most of these laws were adopted prior to
the advent of the Internet. As a result, they do not contemplate or address the unique issues of the
Internet and related technologies. Changes in laws intended to address these issues could create
uncertainty in the Internet market. This uncertainty could reduce demand for our services or increase
the cost of doing business as a result of litigation costs or increased service delivery costs.
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Risks Related to the Offering

Our stock price may be subject to volatility related to the Internet industry regardless of our
performance

The stock market in general, and the market prices for Internet-related companies in particular, have
experienced extreme volatility that often has been unrelated to the operating performance of Internet-
related companies. These broad market and industry fluctuations may adversely affect the price of our
common stock, regardless of our operating performance. Additionally, fluctuations in the market price of
our common stock could result in stockholder lawsuits, which potentially could impair our business.

If we fail to meet the expectations of public market analysts and investors, the market price of our
common stock may decrease significantly

Public market analysts and investors have not been able to develop consistent financial models for the
Internet market because of the unpredictable rate of growth of Internet users, the rapidly changing models
of doing business on the Internet and the Internet's relatively low barriers to entry. As a result, and because
of the other risks discussed in this prospectus, it is unlikely that our actual results will meet the
expectations of public market analysts and investors in future periods. If this occurs, the price of our
common stock will likely fall. In addition, our potential inability to keep short-term expense levels in line
with revenues could adversely affect our financial results for any given quarter. It is possible that in some
future quarter our operating results may be below the expectations of analysts and investors which could
reduce the price of our common stock.

Our operating results can be affected by seasonality, which could cause the market price of our
common stock to decline

We expect to experience seasonality in our business. Historically, Internet users have made a smaller
number of visits to the Web sites of our competitors during the summer and the year-end vacation and
holiday periods when Web usage typically declines. As a result, our quarterly revenues may fluctuate,
adversely affecting our market price.

After the offering, there will be a significant number of shares of common stock eligible for future sale

Sales of substantial amounts of our common stock in the public market after the offering or the perception
that those sales could occur could adversely affect the market price of the common stock and our ability to
raise equity  capital in the future. Upon completion of the offering, we will have  outstanding shares of
common stock, assuming no exercise of outstanding options. Of these shares, the shares sold in the
offering will be tradable without restriction or limitation under the Securities Act of 1933, except for any
shares purchased by our "affiliates." The remaining shares of common stock are "restricted securities"
within the meaning of Rule 144 under the Securities Act. The holders of substantially all of such shares
have agreed, until at least 180 days after the date of this prospectus, not to sell or otherwise dispose of
such shares, without the prior written consent of the representatives of the underwriters. After that date,
such shares may
be sold subject to the limitations of Rule 144. Pursuant to an amended and restated investor rights agreement
dated as of December 31, 1999, eliance, Insight Capital Partners III, L.P., Insight Capital Partners (Cayman)
III, L.P., Insight Capital Partners (Co-Invest) III, L.P., CIBC WMC Inc., Kerry Adler, Laura Hantho, Hugh
Cumming, Dan Walter and another common stockholder have the ability to demand registration under the
Securities Act of all or a portion of our common stock owned by them when we are eligible to use an S-3
short-form registration, which will not be earlier than one year after the date of this offering. In addition,
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shares of common stock are reserved for issuance under our 1999 Long Term Incentive Plan. We
intend to file a registration statement covering the issuance of these shares promptly following the
offering. As a result, shares issuable upon the exercise of these options will be freely tradeable unless
held by one of our affiliates.

Concentrated ownership may discourage bids to purchase our common stock

Our existing stockholders will, in the aggregate, beneficially own approximately % of our
outstanding shares of common stock after the offering. As a result, these stockholders, acting together,
would be able to control many matters requiring approval by our stockholders, including the election of
directors, and bids to purchase any shares of our common stock you purchase may be delayed or
prevented.

Provisions of Delaware law and our certificate of incorporation and by-laws could discourage or delay
offers to purchase our common stock

Our certificate of incorporation and by-laws contain certain provisions that could discourage or
delay an acquisition of our common stock, even though you may want the acquisition to occur. In
addition, provisions of Delaware law, our 1999 Long Term Incentive Plan and some of our executive
officer’s employment agreements may have the same effect.

Prior to the offering, there has been no public market for our common stock

We have applied for listing of our common stock on the Nasdaq National Market under the
symbol ‘‘WHLP’’ and intend to apply for listing of our common stock on The Toronto Stock Exchange
under the symbol ‘‘WHP’’. Prior to the offering, there has been no market for our common stock and
we cannot assure that an active public market will develop or continue after the offering. The initial
public offering price will be determined by negotiations between us and the underwriters. The
negotiated initial public offering price may not be indicative of the market price for our common stock
after the offering.

Purchasers of our common stock in the offering will have the pro forma tangible book value per share
of their common stock immediately and substantially diluted

If the shares of our common stock offered are sold at a price of $  per share, the
purchasers will experience immediate dilution in pro forma net tangible book value per share of our
common stock of $  from the initial public offering price per share.

We do not pay, nor do we anticipate paying, any dividends

We do not currently pay dividends and we do not anticipate paying any dividends in the
foreseeable future. The terms of any future debt financings may restrict the payment of dividends.

You may not be able to obtain enforcement of civil liabilities against us outside the United States

Our principal office and many of our assets are located in Canada. In addition, some of the
members of our board of directors, a majority of our officers and certain experts named in this
prospectus are residents of Canada. As a result, it may be impossible for you to effect service of
process within the United States upon these persons or to enforce against us or these persons any
judgments in civil and commercial matters, including judgments under United States federal securities
laws. Investors should not assume that Canadian courts would enforce judgments of United States
courts obtained in actions against us or those persons predicated upon the civil liability provisions of
the United States federal securities laws or the securities or ‘‘blue sky’’ laws of any state within the

20

 1  C Cs: 53970



    MERRILL CORPORATION NETWORK COMPOSITION SYSTEM GANDERSA//22-MAR-00  19:13  DISK020:[00NYC7.00NYC3857]CG3857A.;6  
    DISK020:[00NYC7.00NYC3857]CG3857A.;6  mrll.fmt  Free:         50D*/540D  Foot:          0D/         0D  VJ RSeq: 3 Clr: 0

WEBHELP.COM (TYPESET S-1) Proj: P2268NYC00 Job: 00NYC3857 File: CG3857A.;6
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250N X 10.750N Copy Dim: 38. X 54.3

Alpha

United States, or would enforce, in original actions, liabilities against us or those persons predicated
upon the United States federal securities laws or any such state securities or blue sky laws. No treaty
exists between the United States and Canada for the reciprocal enforcement of foreign court
judgements.

FORWARD-LOOKING STATEMENTS

Some of the statements under ‘‘Prospectus Summary,’’ ‘‘Risk Factors,’’ ‘‘Management’s Discussion
and Analysis of Financial Condition and Results of Operations’’ and ‘‘Business’’ and elsewhere in this
prospectus constitute forward-looking statements within the meaning of the federal securities laws.
These statements include, among others, the following: use of proceeds; projected increases in sales
and marketing, research and development and capital expenditures; liquidity; our planned international
expansion; our strategy of enhancing our current products and services and expanding into new
products and services; our efforts to increase brand awareness; our development of strategic
relationships; and our strategy to encourage widespread adoption of our services and to make the
Webhelp solution a preferred customer relationship management platform.

We have based these forward-looking statements on our current expectations and projections about
future events. In some cases, you can identify forward-looking statements by terms such as ‘‘may,’’
‘‘will,’’ ‘‘should,’’ ‘‘expect,’’ ‘‘plan,’’ ‘‘anticipate,’’ ‘‘believe,’’ ‘‘estimate,’’ ‘‘predict,’’ ‘‘potential’’ or
‘‘continue,’’ the negative of these terms or other comparable terminology. The forward-looking
statements contained in this prospectus involve known and unknown risks, uncertainties and other
factors that may cause industry trends or our actual results, level of activity, performance or
achievements to be materially different from any future results, levels of activity, performance or
achievements expressed or implied by these statements. These factors include, among others, those
listed under ‘‘Risk Factors’’ and elsewhere in this prospectus.

In addition, this prospectus includes data relating to the Internet industry, e-commerce and the
Internet-based search engine market. Some of this data was obtained from industry publications and
reports, such as reports by International Data Corporation, Jupiter Communications and Forrester
Research, Inc. These reports assume certain events, trends and activities will occur and they project
information based on those assumptions. We have not independently verified this data.

We cannot guarantee future results, levels of activity, performance or achievements. We are under
no duty to update any of the forward-looking statements after the date of this prospectus to conform
these statements to actual results. You should not place undue reliance on these forward-looking
statements, which apply only as of the date of this prospectus.

USE OF PROCEEDS

We estimate that the net proceeds from the sale of the shares of common stock we are offering
will be approximately $  . If the underwriters fully exercise the over-allotment option, the net
proceeds of the shares we sell will be $  . ‘‘Net proceeds’’ is what we expect to receive after
paying the underwriting discount and commissions and other expenses of the offering. For the purpose
of estimating net proceeds, we are assuming that the public offering price will be $  per share.

We will use approximately $  of the net proceeds to expand our marketing and brand-
building efforts and to expand and build Web centers. We will use the balance of the net proceeds for
general corporate purposes, including working capital.

The nature and timing of these expenditures is subject to our discretion and is not currently
committed to specific programs.

Until we use the net proceeds of the offering, we will invest the funds in short-term, investment
grade, interest-bearing securities.
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DIVIDEND POLICY

We have never declared or paid cash dividends on our common stock or other securities. We
anticipate that we will retain earnings to support operations and to finance the growth and
development of our business. Therefore, we do not expect to pay cash dividends in the foreseeable
future.
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CAPITALIZATION

The following table sets forth the following information as of December 31, 1999:

• our actual capitalization;

• our pro forma capitalization after giving effect to the conversion of all the outstanding shares of
preferred stock into shares of common stock upon the closing of this offering; and

• our as adjusted capitalization to give effect to the pro forma adjustments described above and after
giving effect to the sale of the                shares of common stock that we are offering under this
prospectus at an initial public offering price of $                       per share, after deducting the
underwriting discount and commissions and estimated offering expenses.

December 31, 1999

Actual Pro forma As Adjusted

Stockholders’ equity:

Convertible preferred stock, $0.01 par value; 20,000,000 shares
authorized; issuable in series

Series A convertible preferred stock, $0.01 par value;
15,000,000 shares designated, issued and outstanding;
aggregate liquidation preference of $19,200,000;
no shares issued and outstanding in pro forma .................................. $ 150,000 $ — $ —

Series B convertible preferred stock, $0.01 par value;
3,671,329 shares designated, issued and outstanding;
aggregate liquidation preference of $72,435,321;
no shares issued and outstanding in pro forma .................................. 36,713 — —

Common stock, $0.01 par value; 65,000,000 shares authorized
31,276,224 shares issued and outstanding; ........................................
49,947,553 shares issued and outstanding in pro forma; ...................
               shares issued and outstanding in pro forma as adjusted; ....

87,415 —
274,128

—

Additional paid-in capital ....................................................................... 42,067,473 42,067,473
Deficit accumulated during the development stage ................................ (14,905,987) (14,905,987)

Total stockholders’ equity...................................................................   27,435,614  27,435,614             

Total capitalization ............................................................................. $27,435,614 $27,435,614 $            
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DILUTION

Our pro forma net tangible book value as of December 31, 1999 was approximately $26.9 million,
or $0.54 per share. ‘‘Pro forma net tangible book value per share’’ represents the amount of our total
tangible assets reduced by the amount of the total liabilities and divided by the number of shares
outstanding, after giving effect to the conversion of all of our outstanding preferred stock into common
stock.

After giving effect to adjustments relating to the offering, our pro forma net tangible book value as
of December 31, 1999 would have been $  million or $  per share. The adjustments
made to determine pro forma net tangible book value per share after the offering are the following:

• an increase in total assets to reflect the net proceeds of the offering as described under ‘‘Use of
Proceeds’’ (assuming that the public offering price will be $  per share); and

• the addition of the number of shares offered by this prospectus to the number of shares
outstanding.

The following table illustrates, as of December 31, 1999, the increase in pro forma net tangible
book value of $  per share and the dilution (the difference between the offering price per
share and the pro forma net tangible book value per share) to new investors:

Assumed public offering price per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $

Pro forma net tangible book value per share as of December 31, 1999 . . . . . . . . . . . $

Increase in pro forma net tangible book value per share attributable to the offering .

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

Dilution per share to new investors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $

The following table shows the difference between existing stockholders and new investors with respect
to the number of shares purchased from us, the total consideration paid and the average price paid per
share. The table assumes that the public offering price will be $  per share.

Shares Purchased Total Consideration Average Price
Number Percent Amount Percent Per Share

Existing stockholders . . . . . . . . . . . . . . . . . . . . . 49,947,553 % %
New investors . . . . . . . . . . . . . . . . . . . . . . . . . . % %

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.0% 100.0%

The foregoing calculations:

• do not include shares issuable upon exercise of options outstanding as of the date of this
prospectus; and

• assume no exercise of the underwriters’ over-allotment option.

To the extent outstanding options are exercised, there will be further dilution to new investors.
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SELECTED CONSOLIDATED FINANCIAL DATA

This section presents our selected historical financial data. You should read carefully the financial
statements included in this prospectus, including the notes to the financial statements. The selected
data in this section is not intended to replace the financial statements.

We derived the statement of operations data for the year ended December 31, 1999 and balance
sheet data as of December 31, 1999 from the audited financial statements in this prospectus. Those
financial statements were audited by Ernst & Young LLP, our independent auditors.

The pro forma information included in the statement of operations data gives effect to the
issuance of shares of common stock upon the conversion of all of our outstanding preferred shares
upon the closing of this offering. The pro forma and as adjusted data have not been audited.

For the Period
May 27, 1999, to

December 31, 1999

Statement of Operations Data:
Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29,857
Cost of revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 844,916

Gross profit (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (815,059)

Operating expenses:
Sales and marketing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 654,124
General and administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,110,672
Product development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 180,638
Amortization of other intangibles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48,063
Depreciation of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67,278

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,060,775

Operating loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,875,834)

Interest expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,153

Net loss and comprehensive loss for the period and deficit, end of period . . . . . . . . . $(4,905,987)

Net loss per share, basic, diluted and pro forma . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.20)

Weighted average number of shares outstanding used to compute basic and diluted
net loss per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,095,508

Weighted average number of shares outstanding used to compute pro forma basic
and diluted net loss per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,317,751

As at December 31, 1999

Actual Pro Forma As Adjusted

Balance Sheet Data:
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . $21,178,857 $21,178,857 $
Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,498,610 24,498,610
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,187,230 29,187,230
Total stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . 27,435,614 27,435,614
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read this discussion together with the financial statements and other financial information
included in this prospectus.

Overview

We are the most widely used provider of real-time human-assisted Internet services. Our services
enable businesses and individuals to more effectively use the Internet to conduct e-commerce and
locate content. We were incorporated on May 27, 1999 and until November 30, 1999, when we
launched our Web site, were primarily engaged in developing and implementing our business plan. We
raised capital, invested in product development efforts, contracted with outsourced service providers for
our Web centers, signed on content providers for our Web site and initiated marketing activities. Since
launching our Web site, we have focused on recruiting people, developing brand awareness through
online and traditional advertising campaigns and aggressively growing sales from banner advertising on
our Web site. The financial statements included in this registration statement, and the commentary
included in this Management’s Discussion and Analysis, cover the period from May 27, 1999 to
December 31, 1999, our inception period. Because we generated revenue only during the month of
December 1999, no comparisons have been provided to prior years and prior quarters.

Revenues during our inception period consisted entirely of advertising revenues, and those
revenues were derived entirely through our third party advertising manager, 24/7 Media. In
November 1999, we signed an exclusive agreement with 24/7 Media whereby we deliver impressions
(for example, banner ads, page sponsorships, buttons) to users of our consumer portal over a specified
period of time for a specified fee. We recognized these revenues based on actual impressions delivered.

Commencing in fiscal year 2000, we expect to earn revenues from additional services offered to
online corporate clients and individual users. Generating revenue from multiple revenue streams is an
important strategy for us.

We provide corporate clients with private branded online customer sales and support services on
their Web sites. We expect this to represent a significant proportion of our revenue stream going
forward. We will recognize this revenue on a per user or per engagement basis. We are also in
discussions with a number of membership organizations to offer our services to their members in return
for a subscription fee or a per engagement fee.

Following the launch of our Web site, we offered registered users a free trial period in which we
provided them with real-time assistance in processing queries in our consumer portal. During the
second quarter of 2000, we will introduce our premium service to registered users whereby they will be
able to access a premium offering for a set fee.

We are also currently developing relationships with several e-commerce companies to provide their
customers with assistance in processing and completing transactions online. Because the pricing
structure will be based on a per transaction engagement fee, we will recognize revenue upon
completion of each transaction.

Cost of revenues consist primarily of fees paid to third-party outsourced service providers who
enable us to provide Internet users with real-time, human-assisted searches. These third parties provide
us with Web centers on a variable cost basis, subject to a specified minimum cost. We currently have
exclusive, renewable contracts with three outsourced service providers in India. We also have a contract
with an outsourced service provider in the United States which will expire on May 31, 2000. We are
currently considering whether to negotiate an extension of this contract. As of December 31, 1999, we
engaged more than 600 Web Wizards at our Web centers and expect to grow this number substantially
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over the next 12 months. We plan on expanding our outsourced operations by growing our Web center
facilities in India, and are in negotiations with additional outsourced service providers to enable this
growth.

Cost of revenues also included Web hosting costs and payments to providers of content on our
Web site.

Since our inception in May 1999, we have experienced operating losses and negative cash flows. As
of December 31, 1999, we had an accumulated deficit of $14.9 million. Included in this amount is $10.0
million relating to the repurchase of our common stock during this period. The profit potential of our
business is unproven, and our limited operating history makes an evaluation of our company and our
prospects difficult. We may not generate revenue sufficient to achieve profitability or, if we achieve
profitability, we may not be able to sustain profitability.

Results of operations during the inception period

Revenues. Revenues for the one month from the launch of the Company’s Web site until
December 31, 1999 totaled $30,000, and consisted entirely of banner advertising revenues derived
entirely through 24/7 Media. We did not enter into any barter transactions during the period.

Cost of Revenues. Cost of revenues of $845,000 consisted primarily of third-party outsourced
service provider costs of $743,000 associated with providing us with Web Wizards, personnel and Web
centers. Web hosting expenses were $76,000 and expenses related to the provision of content on our
Web site was $26,000.

Because we are providing our premium service for free to registered users for an initial four-
month trial period which is scheduled to end in April 2000, there were no revenues related to these
costs during the inception period.

Sales and Marketing. Sales and marketing expenses totaled $654,000 and consisted primarily of
advertising, public relations and promotional expenses of $614,000, as well as salaries, commissions and
related personnel expenses. Advertising included $410,000 spent on online advertising and $204,000
spent on offline media. As of December 31, 1999, we had four full-time sales employees. These costs
are expected to increase significantly in future months as we grow our business and build our brand
awareness. In addition, we intend to build a sales force for each of our markets, including business-to-
business and limited parts of our business-to-consumer market. It is currently our intention to rely on a
third party advertising manager to sell our online advertising to advertisers.

General and Administrative. General and administrative expenses totalled $3.1 million. Of this
amount, $2.6 million represented a charge to current period expenses for a reimbursement of expenses
incurred by eliance on our behalf and a release from prior obligations with eliance. Also included in
this amount is $272,000 for compensation and related personnel costs and $239,000 for other general
corporate costs, including travel, accounting and finance, rent and legal and professional fees. These
costs will increase as personnel are added to manage our growth. In addition, we expect to begin
incurring costs related to being a public entity, including directors’ and officers’ liability insurance,
investor relations and other professional fees.

Product Development Expenses. Product development expenses of $181,000 consisted primarily of
consulting fees related to the design, development, testing and enhancement of our technology and our
Web site. We expect that these expenses will increase as we continue to invest in our technology and
our Web site.
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Depreciation and Amortization. We recorded depreciation and amortization of $115,000 for the
month of December 1999, representing amortization of fixed assets and amortization of the intangible
assets.

Interest. We incurred $40,000 in interest on our $2.0 million bridge loan financing. The bridge
note was cancelled as part of a December 29, 1999 private placement (see Liquidity and Capital
Resources below). We also earned $10,000 of interest income on cash balances.

Income Taxes. There was no provision for federal income, state or provincial taxes for the period
ended December 31, 1999 due to our operating losses.

Stock Compensation. On January 28, 2000, our stockholders approved the 1999 Long Term
Incentive Plan for directors, officers, employees and other parties (see ‘‘Management—Long Term
Incentive Plan’’). Commencing with fiscal 2000, we expect to record deferred compensation expense in
connection with stock options granted with exercise prices lower than the deemed fair market value of
our common shares. Deferred compensation will be amortized over the three year period in which the
options vest.

Liquidity and Capital Resources

Since our inception, we have financed our operations primarily through two private equity
placements and a $2.0 million bridge note from a significant shareholder. As of December 31, 1999, we
had issued $42.2 million of equity securities in three transactions in consideration for $33.3 million in
cash, the cancellation of the $2.0 million bridge note, a $2.6 million stock subscription receivable and
$4.3 million in assets. Pursuant to a binding letter of intent dated November 26, 1999, on December 29,
1999, we issued 15 million shares of Series A Preferred stock for consideration of $3.4 million in cash,
a $2.6 million stock subscription receivable and the cancellation of the $2.0 million bridge note. On
December 31, 1999, we issued 3,671,329 shares of Series B convertible preferred stock to one
institutional investor for consideration of $30.0 million in cash. We used $10.0 million of the proceeds
to repurchase 1,223,776, or approximately 5%, of our founders’ shares of common stock. Subsequent to
year end, we collected the stock subscription receivable.

Net cash provided by operating activities was $322,000 for the inception period. This consisted of
operating losses of $4.9 million offset by $2.7 million of non-cash items and a decrease in working
capital of $2.5 million. For the foreseeable future, we expect cash flow from operations to be negative.
Net cash used in investing activities of $4.4 million related primarily to the purchase of assets from
eliance in December 1999. During the period, we acquired certain assets of eliance in exchange for $4.3
million in cash and 8,500,000 shares of common stock. These assets included certain fixed assets,
certain intangibles such as licenses, trademarks and trade names, other intangibles, prepaid expenses
and one month of an Internet services agreement. As described above, $2.6 million of the consideration
was charged to current period expenses, to reflect the expenses incurred by eliance on our behalf and a
release from prior obligations with eliance.

Cash and cash equivalents are primarily held in cash and debt securities with major financial
institutions, bearing interest at rates approximating 2% to 4% per annum. Cash is held primarily in
United States dollars, as revenues and most expenses, with the exception of certain salaries and rent
payable in Canadian dollars, are denominated in United States dollars. Our exposure to market risk is
principally confined to our cash and cash equivalents, and as such, we do not consider this risk to be
material.

We have no material capital commitments or obligations other than operating leases as described
in Note 9 to the consolidated financial statements.
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Our capital requirements depend on numerous factors, including market acceptance of our search
products, future investments in our Web site content and development, marketing and selling efforts,
brand promotion, hardware and software investments to increase capacity and other factors.
Expenditures incurred in the month of December are expected to increase in future months concurrent
with the expected growth of operations. Additionally, we will continue to evaluate possible investments
in businesses and technologies, and plan to expand our sales and marketing programs and conduct
more aggressive brand promotions.

Our ability to generate significant revenue is uncertain. We generated a loss of $4.9 million during
the inception period and had a deficit of $14.9 million as at December 31, 1999. We expect losses from
operations and negative cash flow to continue for the foreseeable future as a result of our expansion
plans and our expectation that operating expenses, particularly sales and marketing expenses, will
increase significantly over the next 24 months. However, we believe that the net proceeds of this
offering, together with our existing cash and cash equivalents, will be sufficient to meet our anticipated
cash needs for working capital and capital expenditures for at least the next 24 months.

New Accounting Pronouncements

The Financial Accounting Standards Board has issued SFAS No. 133, ‘‘Accounting for derivative
instruments and hedging activities’’ and SFAS No. 137 ‘‘Deferral of Effective Date for SFAS No. 133’’
which are effective for fiscal years beginning after June 15, 2000. Management has not yet determined
the impact of these new standards on our consolidated financial position or results of operations.

Year 2000

We have not experienced any problems with our computer systems relating to these systems being
unable to recognize appropriate dates related to the year 2000. We are also not aware of any material
problems with our clients or vendors. Accordingly, we do not anticipate incurring material expenses or
experiencing any material operational disruptions as a result of any Year 2000 issues.
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BUSINESS

Overview

We currently are the most widely used provider of real-time human-assisted Internet services. Our
services enable businesses and individuals to more effectively use the Internet to conduct e-commerce
and locate content. Our human search experts, Web Wizards, introduce the human element into the
Internet by interacting in real-time and on a one-on-one basis via text chat with Internet users.
Through Webhelp Direct, our Web Wizards help online corporate clients’ customers by providing
online support to navigate our clients’ Web sites to find products and services, answer questions and
complete online transactions. For individual Internet users, our Web Wizards respond to their questions
and help them find relevant products, services and content. The key elements of our strategy are to
continue to build the Webhelp brand, increase the number of major corporations that use our services,
increase the understanding of customer interests, further enhance and develop our human interactive
Web services, cultivate multiple revenue streams and pursue strategic acquisitions and alliances.

Our technology combines proprietary and licensed software creating an integrated platform of
search and chat technologies. This robust and scalable solution provides a single platform which
supports both our corporate clients and our consumer portal. We currently engage over 600 Web
Wizards through four outsourced service providers located in India and the United States. We believe
that the combination of our technology solution and our operational model allows us to provide online
corporate clients with increased e-commerce revenues, improved consumer satisfaction and retention
and reduced customer support costs. This same combination can provide the users of our consumer
portal with a high-quality, affordable, intuitive and effective search service which expands on the
benefits of the Internet.

We launched our consumer portal on November 30, 1999. Between the launch and February 29,
2000, our visits per week increased from approximately 519,000 to over 2 million for a total of over 20
million visits during that three-month period. During the same period over 900,000 unique Internet
users registered for our services including more than 80,000 in the last week. As of March 20, 2000 we
had contracts in place from which we expect to derive revenues with a number of key corporate
customers including, Microsoft and Beenz.com USA and with several affiliate partners, including,
AllAdvantage.com, CNET, Inc., Frictionless Commerce Incorporated, GoTo.Com, Inc. and U S West
Inc.

Industry Background

The Internet has become an important medium through which tens of millions of people and
businesses communicate, share information and conduct commerce. International Data Corporation
estimates that the number of Internet users worldwide will increase from approximately 196 million in
1999 to approximately 502 million in 2003. The volume of content available to these users is also
increasing. IDC also expects the number of Web pages to grow from 1.7 billion in 1999 to over 13
billion by 2003. This growth in usage and content is being driven by increased awareness and
acceptance of the Internet by the general population, the proliferation of personal computers in the
home and improvements in network infrastructure to allow for high-speed and high bandwidth access
to the Internet. As the number of users and the volume of content on the Internet increase, online
businesses are finding it increasingly difficult to attract and retain customers and differentiate
themselves from their competitors. Similarly, we believe that Internet users are finding it increasingly
difficult to locate relevant products, services and content in a timely manner.

Searching the Web can be Inefficient and Ineffective. Generally, Internet users have relied on
automated search engines or directories to locate content, goods and services on the Web. Search
engines, which typically require the user to enter keywords, often return hundreds or thousands of
pages that are poorly organized and may be irrelevant to the user. This is because search engines are
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unable to put the keywords in context effectively and cannot make intuitive judgments about the
relevance and usefulness of the pages returned. Forrester Research, Inc. found that 92% of Internet
searches produced results that failed basic tests such as finding all relevant content or ordering it in a
meaningful manner. Internet directories have also become less useful as the number of pages on the
Web has grown. Many directories lack comprehensive category structures, contain links to inactive Web
sites and/or do not sufficiently differentiate their content. Furthermore, according to Nature magazine,
the publicly indexable Web now contains about 800 million pages. Nature has estimated that combined
coverage of eleven major full-text search engines is 42% of the estimated total number of pages, but no
single search engine indexes more than 16% of the Web. Most Internet users are either not aware of
all the search engine and directory alternatives or are not prepared to spend the time to search using
multiple engines and directories.

Recently, search engines and directories have emerged which attempt to address some of these
issues. Natural language search engines, which allow users to type queries using plain English, have
been introduced to simplify the process of searching the Web. While these services are easier to use,
we believe that they continue to suffer from many of the same shortcomings of traditional search
engines, including irrelevant answers, limited coverage and inability to process typographical errors or
idioms.

Online Sales and Support is Essential. Many businesses are selling their products both to other
businesses and to consumers on the Web and have developed extensive Web sites for marketing, selling
and public relations. IDC has estimated that the revenues from global e-commerce will grow from
approximately $111 billion in 1999 to approximately $1.3 trillion in 2003 and that the number of buyers
on the Web will grow from 48 million to 183 million over the same period.

As a result of the Internet’s growing acceptance as a commercial medium, e-commerce businesses
are finding that forming and maintaining strong customer relationships is critical. The Internet has
narrowed the communication gap between businesses and customers, and businesses must adapt their
customer service models to keep up with the escalating needs and expectations of their clients.
Currently, the primary customer service models offered on the Internet are:

• Voice. Call center representatives receive and respond to telephone calls relating to customer
service and order processing.

• E-mail. Two types of e-mail response capability exist: automatic and human. System-generated e-
mail messages are automatically sent in response to frequently asked questions by obtaining
information from an established knowledge base. Human e-mail response involves the direct
knowledge and participation of customer service representatives to answer customers’ questions.

• Self Service. Customers help themselves by referring to either frequently asked question or status
reporting databases (e.g., billing or payment status).

Voice response provided through call centers has historically proven to be an effective customer
service model for offline businesses. However, telephone-based customer service used as a medium to
respond to customer requests resulting from online concerns can be frustrating for consumers.
Customer service representatives cannot see the customer’s computer screen and customers may have
to disconnect from the Internet in order to contact the call center. E-mail introduced the concept of
business-to-consumer communication as a customer service mechanism. However, the Web has changed
customer expectations regarding the length of time it should take to receive a response from an
organization. From a sample of 37 companies surveyed by Forrester Research that are early adopters in
soliciting customer e-mail, the average length of time it takes to receive a response to an e-mail query
is 32 hours. Self-service on the Internet can be an effective tool when the customer query is simple and
commonly asked and the answer is easily found. When the query is more complex or the answer cannot
be found, the customer is often directed to a secondary point of contact for support.
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Online businesses’ inability to assist consumers in navigating through complex product offerings
and purchase procedures can frustrate consumers and cause them to abandon purchases. Datamonitor
estimates that only 22% of online transactions were completed in 1998. Of the 184 million abandoned
transactions, Datamonitor estimates that 8%, or $1.6 billion could have been saved by implementing
some form of online customer service. Early data indicates those losses will double to $3.2 billion in
1999.

Human interaction is needed to drive e-commerce revenues. PC Computing recently reported the
results of two e-commerce surveys by NFO Interactive, a market research firm, and Net Effect Systems,
a provider of interactive customer service. According to NFO, 35% of Internet shoppers say they would
be willing to spend more money online if they could speak to a customer service representative before
surrendering their credit card information. According to Net Effect, the reason 94% of visitors to e-
commerce sites do not buy online is that the sites lack interactive customer service features such as live
chat or instant callback.

The Business Opportunity

We believe that a significant opportunity exists to provide service to Internet users who are
demanding a user-friendly method to locate relevant content on the Internet in real-time. We also
believe that in order to increase online revenues and improve customer acquisition, satisfaction and
retention, businesses must provide a more effective vehicle for online sales and support. The solution
should be:

• real-time, with personalized one-on-one support capability;

• easy to use, intuitive and user-friendly;

• thorough in its coverage of the Internet;

• affordable to both consumers and businesses; and

• available 24 hours a day, seven days a week.

We believe the demand for outsourcing services will continue to show strong growth. According to
IDC, becoming more customer-centric is a high priority for many companies. Competitive pressures,
deregulation and customer behavior are all converging to push companies into developing strategic
plans for their customer care processes. To remain competitive, many companies are outsourcing as a
way to reduce costs, increase efficiencies and refocus critical resources. By 2003, IDC expects spending
on call center outsourcing services to reach $42 billion.

The Webhelp Solution

Our real-time, human-assisted Internet services provide users with an easy and effective way to
sell, buy and find goods, services and content on the Web. We can provide our services to both
individual users and online businesses. For individuals, our Webhelp.com portal offers different levels of
service, including a free basic search service and a fee-based premium service. Our fee-based online
business solutions provide interactive customer service and sales assistance. Our Web Wizards use the
same underlying technology to provide both our Webhelp.com portal services and our online business
solutions.

Webhelp.com Portal

Our Webhelp.com Web site is a portal where Internet users can get expert, real-time search
assistance. Internet users submit their questions using plain English. Our Web Wizards then interact
with Internet users through real-time chat to refine search parameters and share located information
until the Internet user has completed his or her search.
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We believe that our search service offers the following benefits:

• Human Assistance. We use our base of more than 600 Web Wizards to provide quality assistance
to Internet users.

• Real-Time Answers. We offer our service 24 hours a day, 7 days a week. Our responses are
available in real-time.

• Ease of Use. Our users can ask questions using plain English and our Web Wizards can interpret
them using common sense and follow-up questions to provide relevant results. The questions
need not be in any particular format and may even contain misspellings and typographical
errors. Following each engagement, an e-mail is automatically sent to the user with a transcript
of the engagement providing a record of the search results for future reference.

• Quality Search Results. Our Web Wizards can deliver relevant and usable results by combining
the ability to ask probing questions with the ability to search the Internet using multiple search
engines simultaneously.

• Affordable. Our search service is available free, as well as on a low cost basis for premium
service.

• Effective Advertising Platform. Although our users have the opportunity to continue browsing, our
experience suggests that the nature of online chat tends to create a captive audience for
advertisers’ messages while our users wait for a Web Wizard to respond to their question. The
effectiveness of the advertiser’s messages is further enhanced through the delivery of targeted
messages using insight into customers’ interests gained from the database of current and past
chat sessions. This targeted advertising can be delivered using a variety of channels including
banner ads, e-mail and sponsorships.

Webhelp Direct

We provide outsourced human-assisted selling and customer support to online businesses through
our Webhelp Direct service. Our Web Wizards are trained to assist our online corporate clients’
customers to find the products or services they are looking for and to complete their purchases should
they need help navigating through the check-out process. They use a combination of selling and
customer support skills, product knowledge, collaborative technology and searching techniques to
deliver personalized real-time sales and support for online businesses. We believe that our human-
assisted Internet services will provide businesses with the following benefits:

• Increased E-commerce Revenues. Our Web Wizards can increase e-commerce revenues for online
businesses by providing real-time, interactive support and information that can facilitate the
buying process, thereby increasing the likelihood of a completed purchase transaction. Online
businesses can derive additional revenues from a Web Wizard recommending related or
upgraded products and services.

• Improved Consumer Satisfaction and Retention. By providing real-time, interactive customer
support, our Web Wizards can improve online consumer satisfaction, enhancing customer
retention and building brand loyalty.

• Affordable Outsourced Service and Reduced Customer Support Costs. By addressing the need of
the customer interactively in real-time and in context, our services are generally more cost-
effective than currently employed alternatives such as e-mail and call centers. Since we are able
to provide services to both our consumer portal users and our online corporate clients using the
same Web Wizards, technology and infrastructure, our Webhelp Direct services are an affordable
alternative to e-mail and call center based customer service solutions. By using our outsourced
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turnkey solutions, our clients avoid having to purchase and maintain new systems and hire and
train new personnel.

• Increase Understanding of Customer Interests. By aggregating information about customers’ online
experiences and providing reports on interests and needs, our online corporate clients can use
this information to enhance the strategic direction and development of their Web site as well as
their offerings.

The Webhelp Strategy

Our goal is to strengthen our leadership position as the most widely used provider of real-time
human-assisted Internet services. The key elements of our growth strategy are as follows:

Continue to Build the Webhelp Brand. Our branding objective is to have Internet users and online
businesses equate the Webhelp name with the best customer service experience on the Internet. To
achieve this objective we are pursuing an aggressive integrated marketing communications strategy that
includes a number of both online and offline elements. Online, we market ourselves primarily through
our consumer portal, advertising, direct marketing and sales promotion. Offline, we employ a variety of
promotional techniques including advertising, events and public relations. In the future, we intend to
build the Webhelp brand internationally by offering our service in other languages.

Increase the Number of Major Corporations that Use Our Services. Our plan is to continue to target
the most frequently visited commercial and membership sites on the Web. In order to increase the
number of major corporations using our services, we plan to increase our direct sales force and our
marketing initiatives. In addition, we plan to use our consumer portal as a sales tool to generate
demand and demonstrate our services to our potential corporate clients.

Increase Understanding of Customer Interests. We believe that our data is one of our most
important assets. We collect data from multiple sources, including on-site and off-site navigation,
registration and chat transcripts, and store it in a knowledge database. We plan to use this data to
improve our online corporate clients’ ability to understand their customers’ interests in order to
improve their sales and marketing strategies and better target product development. We believe that
this will result in increased customer satisfaction and retention, increased revenues and reduced support
costs.

Further Enhance and Develop Our Human Interactive Web Services. To maintain and increase our
competitive advantage, we intend to continue to provide new functions and features for our consumer
portal users and online corporate clients as well as new and enhanced training for Web Wizards.

Pursue Strategic Acquisitions and Alliances. We plan to pursue acquisitions and alliances to
strengthen our technology, broaden our audience reach, capture new distribution channels and open
new revenue streams. In addition, we are focusing on entering into additional arrangements with brand
name content providers as well as further expanding our outsourced service relationships.

Cultivate Multiple Revenue Streams. We intend to continue to capitalize on our network of highly
trained Web Wizards and our underlying technology platform to cultivate multiple revenue streams. We
believe this strategy will reduce our dependence on any single revenue source.

How Webhelp Works

Our scalable technology and business model allow us to provide Internet users and our online
corporate clients with the assistance they need on the Web. The process of answering questions on our
Web site is designed to provide specific answers to specific questions in a manner that is both natural
and efficient. Users simply type their question into a text box on our site and a friendly Web Wizard
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will respond promptly to the query. The request need not be in any particular format and may even
contain misspellings and typographical errors. The services we provide our online corporate clients use
the same Web Wizard and technology to assist consumers in finding and buying products and services
on our clients’ Web sites.

Webhelp.com Portal

Our Webhelp.com portal offers users the ability to ask our Web Wizards a question in real time.
Using chat technology, our Web Wizards engage in an interactive dialogue with the user, refining
search parameters and providing suggestions until the user has found what they are searching for. Our
basic service is free for our registered users. Users can expedite their queries by becoming members of
our Webhelp Express service, which gives members a priority status by moving their inquiries to the
front of the service queue. This service is sold directly to members on a pay-as-you-go basis for $0.99,
on an unlimited basis for $9.99 per month or as a package of ten Webhelp Express engagements for
$9.99.

From inception through February 29, 2000, based on voluntary user feedback, the majority of our
users responding to our survey rated our service ‘‘A Lot Better’’ than other Internet search alternatives,
which was the most favorable ranking available.

The following are a few examples of searches as they were originally submitted:

Question: Web page: Question: Web page:
How do I determine what PC Review’s Beginner’s guide I am doing a dissertation on Amerillo National Centre
kind of laptop to buy? to buying a notebook the impact MP3 players will Archive Construction

have on the music industry,
Section on page: do you know of any sites that Section on page:
Top Ten tips for buying a new would have information on MP3 Files changing the
notebook this? music industry

Question: Web page: Question: Web page:
We seem to have a lot of Shiva Lan Rover Tech What is the name of a Subway guide to Tokyo
problems using Shiva Support Page subway station in Tokyo Section on page:
LanRover [SIC] any FAQ’s? Japan? Subway in Tokyo

Section on page:
FAQ Index (25-1-99)

Question: Web page: Question: Web page:
I need information about Coterie Inc. Where can I find out if a ’89 NAPD
Rosa Parks arrest and the bus Pointiac [SIC] Sunbird ahs Section on page:
boycott what went on because Section on page: [SIC] struts or shocks? NAPD Pontiac Sunbird
of her by 1-13-00, can you Montgomery Bus Boycott—
help me? Rosa Parks

Question: Web page: Question: Web page:
What is the difference Auburn School District 408— Can I get comparative Mutual Funds Investor
between an Apple-Macintosh Building Tech Information information on mutual funds? Resource Center
and PC? Help Page

Section on page:
Section on page: What is a mutual fund?
Mac vs. PC

Question: Web page: Question: Web page:
What is fire in terms of Boles Fire Protection District If I quit my job of 24 years, Screen Actors Guild
chemical analysis? can I receive unemployment

Section on page: Section on page:
What is Fire? New Qualifying Rules for

unemployment insurance

In addition to providing search services, the Webhelp.com portal provides registered users with
access to a wide range of complementary content and services such as features tailored to specific user
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groups, the ability to perform self-searches, get stock quotes and view the latest news headlines. Our
tailored features include:

• Webhelpme Shop. Webhelpme Shop combines human support with a simple three-step
comparison shopping process to empower consumers to easily search for, value-compare and buy
goods from across the Web. Consumers can shop unassisted or request assistance from one of
our Web Wizards to use the service. Webhelpme Shop offers Web shoppers the opportunity to
comparison shop across more than 15 product categories from more than 600 merchants. In the
month of February 2000, almost 50,000 consumers used this service.

• Webhelpmesell. Webhelpmesell provides support and information for small businesses and
individuals selling online.

• Kid Zone and Teen Zone. In addition to kid and teen focused human-assisted search capabilities,
we also provide targeted content to complement our search offerings. Our site has customized
sections where children and teenagers can go to find contests, games, homework help and
information on clothing, sports and many other areas of interest to their age group.

If a user encounters problems or has additional questions, a Web Wizard is available to facilitate
his or her search within each of our tailored features.

Webhelp Direct

Our business service offers corporate Web sites a variety of ways to enhance their total Web site
experience by adding a human element to their site. We tailor our business services to meet the specific
needs of each of our Webhelp Direct clients and provide them with a customized solution.

By strategically placing a hypertext link or custom designed button on our clients’ Web sites we
offer their customers the ability to access a private labeled Webhelp site where we provide live human
assistance. Our Web Wizards use our proprietary integration of live text chat and co-browsing
technologies to provide help to customers in real time, guiding them through our online corporate
clients’ Web sites, answering questions, providing customer service, sales assistance and follow-up e-
mails. An online customer service contact is significantly less expensive than a telephone contact. In
addition, by providing insight on customer behavior, we identify opportunities to streamline our online
corporate clients’ Web sites and create a significantly more user-friendly environment.

Corporate Clients. We have entered into customer support services agreements with the following
online corporate clients:

MSN. MSN is the network of Internet services through which Microsoft Corporation offers e-mail
functionality, personal communications services, an online community, customizable access to news,
Internet access and other services. On March 15, 2000, Webhelp and Microsoft jointly launched ‘‘MSN
Support Professional’’ services whereby Web Wizards engage in real-time chat with MSN members to
help users navigate MSN and search for Microsoft-related information. We have entered into an
agreement with Microsoft to provide these customer support services to complement MSN’s existing
call center and e-mail offerings for a limited trial period. Microsoft may extend the term of this
agreement at its option.

Money.net. Money.net is an online financial news and information community which offers free
real-time stock portfolio tracking on the Internet. We are working with Money.net to provide cost-
effective, real-time customer support to assist online users in effectively utilizing certain products and
services offered through Money.net. This customer support is scheduled for launch in the second
quarter of 2000. Under an agreement that we entered into with Money.net, we are to provide these
services for one year, which may be extended by Money.net for an additional one-year period.
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Beenz.com. Beenz.com provides incentive-based rewards programs for online merchants. Under
an agreement that we entered into with Beenz, we plan to provide real-time, chat-based assistance to
help users navigate through the Beenz.com Web site to view the various offerings from multiple online
merchants and to complete their purchases. The launch date for this customer service is scheduled for
the second quarter of 2000 and to continue for a period based on the usage of our services via that
Web site.

Operations

We provide real-time, human-assisted Internet services out of four Web centers located in India
and the United States. We have exclusive contracts with outsourcing companies that provide us with
personnel and facilities with advanced workstations and access to back-up power sources. Using
outsourcing companies to provide us with Web Wizards and Web centers gives us the flexibility to
rapidly scale our operations to respond to increased demand and new corporate clients. Presently, of
more than 600 Web Wizards, more than half are located in India. We intend to grow through
expansion of our operations in India, and we are in discussions with additional outsourcing companies
to facilitate this growth. We believe that this strategy will enable us to realize cost savings from the
large workforce of well-educated, technically literate, English-speaking individuals located in India. We
are looking into expanding our operations into other countries where we would be able to enter into
cost-effective outsourcing contracts similar to the contracts we have entered into in India. The
outsourced service providers are contractually obligated to fulfill our need for Web Wizards and Web
center seats. Our agreements allow for us to train the Web Wizards to meet our high customer
interactions and quality service standards.

We provide our Web Wizards with the training and tools to use multiple search engines
simultaneously. Our Web Wizards become experts at finding content on the Internet and in the
strengths and weaknesses of available search tools through our proprietary training program and on-
the-job experience. The Web Wizard training program consists of a 40-hour program that includes
application training, communication and selling skills, lessons in North American culture, quality
assurance and a significant amount of hands-on training. While all Web Wizards receive this basic level
of training, a select group of Web Wizards is certified in an advanced training program focused on
providing sales and customer service support for our Webhelp Direct clients. These corporate Web
Wizards receive instruction on site-specific suggestive selling and customer support techniques, and are
trained to be familiar with the details of a specific Webhelp Direct client’s Web site along with the use
of the appropriate tools to assist the corporate client’s customers. The training program for the
corporate Web Wizards includes instruction on opening the lines of communication with the customer,
presenting solutions, suggestive selling techniques, handling any objections, completing e-commerce
transactions and offering peace of mind to the customer.

Our quality assurance processes are designed to ensure that all of our Web Wizards maintain a
high level of competency and provide uniform service. At each center, potential Web Wizards and on-
site trainers must meet specific requirements and guidelines prior to joining the Webhelp team. In
order to ensure consistency, as each new Web center opens, a team of senior trainers from our Toronto
head office travels to the Web center to certify the trainers. Once the training programs are successfully
completed, quality is monitored by on-site Webhelp supervisors, as well as second level quality
assurance specialists located in Toronto. Ongoing feedback and coaching help maintain the work quality
and job satisfaction of our Web Wizards.

Technology

Our operations are driven by the integration of proprietary and licensed software which enables us
to provide real-time human assisted Internet services. Our technology enables the Internet user to
quickly and easily interact with our Web Wizards. The integration of the multiple components of our
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• The secure knowledge base / profile database layer catalogues and stores chat transcripts and
user information. We are creating an active database of users, which will provide the information
required to target advertising, serve our users more efficiently and improve the relevance of
proactive offers to assist users.

Scalability. The software underlying our service is integrated with a scalable and reliable network
architecture. We are able to easily add additional, inexpensive hardware to quickly scale our Web site.
This network architecture is supported by servers running on a redundant array of inexpensive
computers. In addition, our entire Web site has been designed for stateless operation, which allows
each successive request, even if it originates from the same Internet user, to be handled by a different
server if necessary. Each Web server is configured identically and uses a lightweight Java servlet to
communicate with our proprietary integration layer. Since the data requests are initiated abstractly by
the Web servers, we do not have to maintain a connection to the server that started the visit for a
Webhelp user. The application server starts a new thread for each incoming request. In addition,
components of the integration layer do not have to physically reside on the same system, nor is the
architecture limited to a single instance of a component. This gives us the ability to scale the
integration layer across multiple pieces of hardware to accommodate increased load. We use a
massively redundant enterprise storage solution to run our back-end database services. All interactions
with the database are channeled through the integration layer, which reduces possibility of corruption
and eliminates blocking behavior.

We also have an integration layer component that monitors each server and balances load across
our servers. As load increases beyond a set threshold, calls are queued by our application queuing
component and then delivered to a chat server when load has been reduced. By ‘‘owning’’ the process
of distribution and queuing of sessions we are able to scale on the agent side by just adding additional
chat servers and Web Wizards. Once an entry is created for the server, as soon as Web Wizards are
logged in to a queue, traffic will be distributed to that server.

Hardware. Substantially all of our hardware operations are located at our computer facility in the
Chicago, Illinois site of Exodus Communications. We back up our data daily at the Plymouth,
Minnesota site of Onvoy.

Onvoy also provides us with redundancy for our Webhelp Direct services.

Sales and Marketing

Sales

Webhelp Direct. The goal of our sales team is to generate revenue by establishing and developing
long-term strategic relationships with leading online businesses and providing them with customized
Webhelp Direct solutions. Our sales team targets Fortune 500 companies as well as organizations that
sell to or service a large online customer base. Our sales team is currently located in five cities
throughout North America. We plan to significantly increase our sales presence in major markets. Our
Webhelp.com portal also generates independent sales leads as potential Webhelp Direct clients use our
search service. By experiencing first hand the benefits of real-time human-assisted services, potential
clients see the benefits of providing online service support to their online business customers.

Advertising. Our advertising sales are handled exclusively through 24/7 Media, which has a
significant sales force located in nine major markets. Our strategy is to provide high value advertising
opportunities through the delivery of targeted messages using insight into customers’ interests gained
from the database of current and past chat sessions.

Web Site Affiliates. Under our affiliate marketing program we compensate affiliated Web sites for
sending traffic to our Webhelp.com portal. Conversely, we are compensated for sending traffic that
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results in a product sale or lead generation. Our existing affiliate partners include CNET, U S West,
AllAdvantage, GoTo.Com and Frictionless. We have a dedicated affiliate management team and plan to
significantly increase the number and scope of our affiliate relationships.

Client Services. Our sales team works closely with our Webhelp Direct client services team in
order to ensure that both existing and potential customers receive optimal levels of service. This
division of labor allows the sales team to focus on developing relationships and explore new business
opportunities while the client service team focuses on managing the existing accounts to ensure client
satisfaction and achieve revenue growth. We believe that this structure results in optimal client service
and a more effective sales force.

Marketing

Our key marketing objective is to build Webhelp brand awareness in order to drive traffic to the
Webhelp.com portal as well as acquire new Webhelp Direct customers. With respect to our portal, we
have developed an integrated marketing communications strategy that involves advertising both online
(including banner ads and e-mails) and offline (including print and outdoor advertising), as well as
various other promotional tools. Other major marketing initiatives include exhibiting at key industry
trade shows, direct marketing campaigns and sponsorships. The marketing team also assists the
Webhelp Direct sales team by providing it with marketing material, sales presentations and lead
generation. We are conducting all marketing activities in conjunction with an aggressive public relations
strategy in order to optimize the effectiveness of these efforts.

Competition

Business Services

The market for online real-time sales and customer support is new. There are no substantial
barriers to entry in this market, other than the ability to design and build scalable software; with
respect to outsourced solution providers, the ability to design and build scalable network architecture;
and, with respect to providers of real-time human interaction, the ability to staff and train personnel.
Established or new entities may enter this market in the near future, including companies that provide,
or distribute technology for providing, real-time human interaction online. These companies include
AskJeeves, Kana, eGain, PeopleSupport Inc., FaceTime Communications, Inc. and LivePerson, Inc.

We may also face potential competition from larger enterprise software companies such as Oracle
and Siebel Systems. In addition, established technology companies, including IBM, Hewlett-Packard and
Microsoft, may also use their existing relationships and capabilities to offer real-time sales and
customer service applications.

Finally, clients and potential clients that choose to provide real-time sales and customer services
in-house may not use or continue to use our services. To a lesser extent, traditional offline customer
service solutions, such as telephone call centers, may develop or purchase technology to provide
competing online real-time sales and customer services.

We believe that competition will increase as our current competitors increase the sophistication of
their offerings and as new participants enter the market. Many of our current and potential competitors
have:

• longer operating histories;

• larger client bases;

• greater brand recognition;

• more diversified lines of products and services; and
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• significantly greater financial, marketing and other resources.

These competitors may enter into strategic or commercial relationships with larger, more
established and better-financed companies. These competitors may be able to:

• undertake more extensive marketing campaigns;

• adopt more aggressive pricing policies; and

• make more attractive offers to businesses to induce them to use their products or services.

Any delay in the general market acceptance of online real-time sales and customer service would
likely harm our competitive position. Delays would allow our competitors additional time to improve
their service or product offerings, and would also provide time for new competitors to develop real-
time sales and customer service applications and solicit prospective clients within our target markets.
Increased competition could result in pricing pressures, reduced operating margins and loss of market
share.

Webhelp.com Portal

We face direct competition from companies that provide Internet-wide search, expert search and
directory services. For example, we compete with search engines, including About.com Inc., AskJeeves,
ExpertCentral, Excite@Home and AltaVista. We also compete with directory services, such as Yahoo!,
Lycos and LookSmart, because they provide alternative ways for Internet users to obtain the desired
content online.

Regulation

We are subject to federal, state and local regulation, including laws and regulations applicable to
businesses generally, including with respect to access to or commerce over the Internet. Due to the
increasing popularity and use of the Internet and various other online services, it is likely that a
number of laws and regulations will be adopted with respect to the Internet or other online services
covering issues such as user privacy, freedom of expression, pricing, content and quality of products and
services, taxation, advertising, intellectual property rights and information security.

The nature of this legislation and the manner in which it may be interpreted and enforced cannot
be fully determined and, therefore, this legislation could expose us and/or our online corporate clients
or their customers to potential liability, which in turn could have an adverse effect on our business,
results of operations and financial condition. The adoption of any such laws or regulations might also
impair the growth of Internet use, which in turn could decrease the demand for our service or increase
the cost of doing business or in some other manner have a material adverse effect on our business,
results of operations and financial condition. In addition, applicability to the Internet of existing laws
governing issues such as intellectual property, taxation and personal privacy is uncertain. The vast
majority of such laws were adopted prior to the advent of the Internet and related technologies and, as
a result, do not contemplate or address the unique issues of the Internet and related technologies.

As a result of collecting data from live online chat engagements, our advertisers and online
corporate clients may be able to analyze the commercial habits of their customers. Privacy concerns
may cause customers to avoid Web sites that collect such behavioral information and even the
perception of security and privacy concerns, whether or not valid, may indirectly inhibit market
acceptance of our services. In addition, our online corporate clients may be harmed by any laws or
regulations that restrict their ability to collect or use this data. Several states have proposed legislation
that would govern the collection and use of personal user information gathered online or require online
services to establish privacy policies. The Federal Trade Commission has initiated actions against online
services regarding the manner in which information is collected from Internet users, used by online
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services and/or provided to third parties, and has begun investigations into the privacy practices of
companies that collect information about individuals on the Internet. The European Union has enacted
its own privacy regulations that may result in limits on the collection and use of some user information.
Changes to existing domestic or international laws or the passage of new laws intended to address these
or other issues, including some recently proposed changes, could create uncertainty in the marketplace
that could reduce demand for our services or increase the cost of doing business as a result of litigation
costs or increased service delivery costs, or could in some other manner have a material adverse effect
on our business, results of operations and financial condition.

It may take years to determine how existing laws apply to the Internet. Any new legislation or
regulation regarding the Internet, or the application of existing laws and regulations to the Internet,
could harm us. Additionally, as we expand outside the U.S., the international regulatory environment
relating to the Internet could have a material adverse effect on our business, results of operations and
financial condition.

Employees

As of February 29, 2000, we had 58 full-time employees, of who 9 were management, finance and
administrative personnel, 31 were engaged primarily in technology development and operations and
technology development and 18 were engaged primarily in marketing and sales activities. As of
February 29, 2000, our four outsourced Web center service providers had more than 600 Web Wizards.
None of our employees is covered by collective bargaining agreements. We believe that our employee
relations are good.

Properties

Our headquarters are located in Toronto, Ontario, where we lease approximately 5,200 square feet
of space under a term lease that expires on November 14, 2000, subject to a one-year renewal. This
facility is used for executive office space, including sales and marketing and finance and administration,
operations and technology. We also lease approximately 6,000 square feet of office space in
Minneapolis, Minnesota, under a sublease that expires on June 30, 2000 and can be extended on a
month to month basis. We are currently seeking additional facilities to accomodate our rapid growth.
We believe that suitable additional or alternative space is available and will be available in the future
on commercially reasonable terms.

Legal Proceedings

On January 22, 2000, three stockholders of eliance Corporation commenced a lawsuit on behalf of
themselves and, purportedly, on behalf of eliance against Webhelp, Kerry Adler, our Chief Executive
Officer and President, Laura Hantho, our Chief Operating Officer, and various other persons and
entities. The lawsuit was commenced in the District Court for the Fourth Judicial District of the
County of Hennepin, State of Minnesota. In the lawsuit, the plaintiffs challenge on a number of
grounds the sale and transfer of certain assets of eliance to us in 1999, alleging, among other things,
that the transaction was accomplished by the defendants through breaches of fiduciary duty they then
owed as officers or directors of eliance. The assets that we acquired from eliance include office
furniture, computer equipment, the name and domain name ‘‘webhelp.com,’’ certain trademarks, call
center contracts, software licenses and other agreements.

Many of the parties to the January 22, 2000 lawsuit other than Webhelp are also parties to
litigation prevously filed on or about September 27, 1999 in the United States District Court, District of
Minnesota. In that lawsuit, it was alleged that the board of directors of eliance was improperly
constituted and that various actions of that board were not within their authority. While the federal
District Court entered a preliminary injunction, precluding the plaintiff in that action from interfering
with eliance’s business, both actions remain pending without a decision on the merits. We believe that
the plaintiffs’ claims in these lawsuits are without merit and intend to defend these suits vigorously.
Although we can give no assurances, based on the available facts, the Company believes that the
outcome of this matter will not have a material adverse effect upon our financial condition.
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MANAGEMENT

Directors and Executive Officers of WebHelp

The following table sets forth certain information regarding our executive officers and directors.

Name Age Position

Kerry E. Adler . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34 Chief Executive Officer, President and
Toronto, Ontario a Director

Laura Hantho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38 Chief Operating Officer and a Director
Toronto, Ontario

Hugh Cumming . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30 Chief Technology Officer
Toronto, Ontario

Tom Cronin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36 Chief Financial Officer
Toronto, Ontario

Dan Walter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43 Chief Marketing Officer
Omaha, Nebraska

Ramanan Raghavendran . . . . . . . . . . . . . . . . . . . . . . . 31 Director
New York, New York

Jeff Horing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36 Director
New York, New York

Wes Nichols . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35 Director
Pacific Palisades, California

The following is a brief summary of the business experience of each of our executive officers and
directors:

Kerry Adler has served as Webhelp.com’s Chief Executive Officer and President and a director
since our inception. From July 1999 to November 1999, Mr. Adler was President of eliance
Corporation, a provider of electronic commerce solutions. From August 1998 to July 1999, Mr. Adler
was Chairman of SITEL Corporation (Canada) and Senior Vice President and immediate past member
of the Office of the President, SITEL Corporation, a customer relationship management company.
From February 1996 to August 1998, Mr. Adler was President for SITEL Teleservices Canada and was
one of its original founders. His previous experience includes the roles of Executive Vice President of
(CTC) Canadian Telephone Corporation., Management Consultant for AT&T Canada Corp. (Unitel
Corporation), Managing Partner for RPW Systems & Services, Inc. and Chief Executive Officer and
founder of CORPFON Cellular Inc.

Laura Hantho has served as Webhelp.com’s Chief Operating Officer and a director since our
inception. From July 1999 to November 1999, Ms. Hantho was Chief Operating Officer of eliance
Corporation, a provider of electronic commerce solutions. Ms. Hantho was previously employed for 20
years with IBM. From January 1999 to July 1999. Ms. Hantho served in the role of Global Services
Executive. From January 1998 to January 1999, Ms. Hantho served as Professional Services Executive.
From February 1996 to January 1998, Ms. Hantho was the National Brand Manager, AS/400 Division.
From January 1995 to February 1996, she was the Canadian Large New Business Marketing Manager
for the AS/400 Division. Previously during her career, Ms. Hantho served in diverse roles including
marketing, sales and systems engineering roles.
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Hugh Cumming has served as Webhelp.com’s Chief Technology Officer since November 1999.
From July 1999 to November 1999, Mr. Cumming was Chief Technology Officer of eliance Corporation.
From March to August, 1999, he was the Chief Information Officer for SITEL Europe PLC. Previously,
from December 1997 to March 1999 he was the Vice President of Technology for SITEL Global
Business in the Netherlands. From August 1995 to December 1997, he was the Vice President of
Technology for SITEL Canada, Inc. His career has included the roles of Vice President for MIS for
Canadian Telephone Corporation., President and founder of Computer Engineering Co., Software
Engineer for IBM Canada Ltd. and Software Developer for Ecolab Inc. and SoftQuad Inc.

Tom Cronin has served as Chief Financial Officer at Webhelp.com since February 2000. From
March 1994 until January 2000, Mr. Cronin acted in various finance executive roles with SHL
Systemhouse Inc., an information technology services company, and its successor and subsidiary
companies within MCI Communications Corp. and Electronic Data Systems Corp. His roles included
Vice-President Corporate Finance and Treasurer while SHL Systemhouse was a public company,
Finance Director and board of directors member of SHL Systemhouse Europe, interim Senior
Operating Manager of SHL Systemhouse Europe and most recently as Chief Financial Officer of EDS
Innovations Inc. Prior to joining SHL Systemhouse, Mr. Cronin spent eight years with Ernst & Young
LLP in their Toronto and London, England offices in both audit and corporate finance. Mr. Cronin is a
Chartered Accountant in Canada.

Dan Walter,  has served as Webhelp.com’s Chief Marketing Officer since November 1999. From
August to November 1999, Mr. Walter was Executive Vice President at eliance Corporation. Previously,
from January 1990 to August 1999, he worked with SITEL Corporation, where he served as member of
the Office of the President from January 1999 to August 1999. He was Corporate Senior Vice
President, Global Business Development from January 1997 to January 1999 and Chairman of the
Telecommunications/Energy Sector Group from January 1997 to August 1999. From 1995 to 1997, he
served as Group Executive Vice President of the Telecommunication Industry Division. Mr. Walter was
the chief architect of SITEL’s large-scale business development for such Fortune 500 customers as
General Motors Corp. and GTE Corp.

Ramanan Raghavendran has been a director of Webhelp.com since January 2000. Mr.
Raghavendran has been Chairman and Chief Executive Officer of ConnectCapital, a pan-Asian
investment company, and Special Partner, Asia, for Insight Capital Partners, a private equity investment
firm, since February 2000. From December 1996 to January 2000, Mr. Raghavendran was a General
Partner of Insight Capital Partners and several related entities. From August 1992 to December 1996,
Mr. Raghavendran was a senior member of the investment team at General Atlantic Partners, a private
equity investment firm. He is a member of the boards of directors of Exchange Applications, C-Bridge
Internet Solutions and several private companies

Jeffrey Horing has been a director of Webhelp.com since December 1999. Mr. Horing co-founded
Insight Capital Partners in 1995 and has been a General Partner of Insight since then. Mr. Horing was
previously a member of the technology group at Warburg, Pincus and an investment banker at
Goldman Sachs & Co. in the capital markets group. He is a director of Exchange Applications, Inc.
and several privately held companies.

Wes Nichols has been a director of Webhelp.com since March 2000. He is a Managing Partner of
Direct Partners, one of the largest direct marketing agencies in North America, where he is responsible
for strategic planning and overall growth. Prior to founding Direct Partners, Mr. Nichols was a member
of the executive management team of National Direct Marketing Corp. where he was responsible for
analyzing investment opportunities and structuring marketing programs for a number of blue chip
clients. Prior to that, he was with various direct marketing agencies in Chicago, Richmond and
Baltimore, with a focus on strategic planning and account services for a variety of Fortune 500
companies.
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The current directors were elected to the board pursuant to the terms of a stockholders’ voting
agreement. Effective upon the completion of the offering, that agreement will terminate.

Committees of the Board of Directors

The board of directors has a compensation committee and an audit committee. The members of
the compensation committee are Messrs. Horing, Nichols and Raghavendran. The compensation
committee makes recommendations to the full board as to the compensation of senior management,
administers our 1999 Long Term Incentive Plan and determines the persons who are to receive options
and the number of shares subject to each option.

The members of the audit committee are Messrs. Horing, Nichols and Raghavendran. The audit
committee acts as a liaison between the board and the independent accountants and annually
recommends to the board the appointment of the independent accountants. The audit committee
reviews with the independent accountants the planning and scope of the audits of the financial
statements, the results of those audits and the adequacy of internal accounting controls and monitors
other corporate and financial policies.

Compensation Committee Interlocks and Insider Participation

All executive officer compensation decisions have been made by the compensation committee of
the board of directors. The compensation committee reviews and makes recommendations regarding
the compensation for our management and key employees, including salaries and bonuses. No member
of the compensation committee is an executive of Webhelp.com.

Key Management

The following is a brief summary of other key management team members.

Robert Foran has served as Vice President Finance, Operations at Webhelp since January 2000.
From November 1999 to January 2000, he served as our Chief Financial Officer. Mr. Foran was Vice
President of Finance and Administration for SITEL Corporation (Canada) from November 1996 to
November 1999, where he played a critical role in leading the financial bidding process for some of the
largest customer relationship management bids in Canada. He served previously as Director of Finance
for SITEL Corporation (Canada) in 1996, and Controller for (CTC) Canadian Telephone Corporation
in 1995. He is an active member of The Canadian Institute of Chartered Accountants.

Chris Barrrow has been Vice President, Business Development/West Coast for Webhelp since
December 1999. From December 1998 to November 1999, Mr. Barrow worked as Senior Director of
Business Development for 3Com Corp. where he was responsible for worldwide new business
development, strategic programs, planning and strategic relationships. From July 1997 to
December 1998, he worked for SITEL Corporation, first as Vice President of Business Development
and then as Vice President Worldwide Marketing. From 1989 to 1997, Mr. Barrow worked at Compaq
Computer Corp. where, from 1993 to 1997, he held the position of Director of Western Region.
Mr. Barrow has worked in the high-tech industry since 1984 with a number of companies including
Nintendo Co. Ltd. and several start up companies.

Jack Jessen has served as Webhelp’s Vice President, Business Development/East since
December 1999. He came to Webhelp.com from SITEL Corporation where he served as North
America Regional Manager, Global Account from June to December 1999. From December 1997 to
May 1999, he was President of Entelechy Systems Inc., a IVR/CRM venture. Prior to that, from
May 1995 to December 1997, he served in various positions with SITEL Corporation, most recently,
from April to December 1997, as Vice President and General Manager Global Business Development.
From August 1996 to March 1997, he worked as Vice President and General Manager, New Business
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Development and from August 1995 to August 1996, Mr. Jessen held the position of Vice President
and General Manager, Client Services Group. Previously he held general management positions with
Time Warner Cable, and was a Senior Accountant with KPMG Peat Marwick LLP.

John Burton has served as Webhelp’s General Counsel since February 2000. From August 1992 to
February 2000, he was an associate at Torys in New York. Prior to that, he was an associate at Cravath,
Swaine & Moore. Mr. Burton has broad experience in the areas of public and private finance and
mergers and acquisitions, representing large and middle-market corporations in transactions valued at
several billion dollars, in the aggregate.

Christopher Harrs has been the Vice President of Strategic Marketing, Canada at Webhelp since
March 2000. Previously, since July 1992, he served as Vice President, Business and Legal Affairs for the
film, music and home video divisions of Universal Studios Canada Ltd. From July 1993 to March 1998,
Mr. Harrs also served as Director, Strategic Marketing at Universal Studios Canada where he created
and implemented revenue-generating products and marketing programs including some of Canada’s
best-selling music compilation series. Mr. Harrs is a Member of the Ontario Bar.

Rahul Sharma has served as Director, Brand Management at Webhelp since March 2000. From
August 1999 to March 2000, Mr. Sharma was a Group Brand Manager for the Campbell’s Soup Co.
From July 1996 until July 1999, he worked at The Procter & Gamble Company (Canada). From
November 1995 to May 1996, Mr. Sharma worked as a Marketing Analyst in the Research &
Development Division of PT Telekomunikasi Indonesia, Indonesia’s national telecommunications
company. From May 1995 to November 1995, Mr. Sharma worked with several small businesses
consulting, writing business plans, and working in economic development.

Gregory Ogorek has served as Webhelp’s Manager of International Partnerships since March 2000.
Previously, he held various positions in Paris, France at Europ Assistance, the world leader in the field
of assistance (roadside, travel and home teleservice assistance). From March 1999 to September 1999,
Mr. Ogorek served as General Manager of Europ Assistance’s home teleservice assistance subsidiary,
Europ Telesecurite. From November 1997 to March 1999, he launched and served Europ Telesecurite
as Marketing and Sales Director. Prior to that, from December 1996 to November 1997, Mr. Ogorek
served Europ Assistance as Project Leader for a major European strategic new home assistance
business development. From May 1995 to December 1996, he served as their Market Development
Manager.

Cory Basil has been Webhelp’s Senior Director, Product Marketing since November 1999.
Previously, Mr. Basil was at SITEL Corporation from April 1996 to November 1999, where he was
employed in a variety of roles. From January 1999 to November 1999, he was Manager, Business
Development and Integration for SITEL Corporation WebServicing where he was responsible for
SITEL’s eCRM Product Development and Sales. From November 1997 to January 1999, he worked as a
Manager, Business Development for SITEL Corporation’s Global Business Development Unit. From
October 1996 to November 1997, Mr. Basil worked as Senior Account Executive at SITEL Canada.
From April 1996 to October 1996, Mr. Basil worked as Client Support Manager at SITEL Canada.
Prior to his employment at SITEL Mr. Basil had a number of roles within the Direct Marketing
Industry including Telstra Corporation Limited and Goldfarb Consultants.

Executive Compensation

During the fiscal year ended December 31, 1999, we paid our President and Chief Executive
Officer, Kerry Adler, salary in the amount of $43,560 with no bonus. We did not pay any of our
executive officers more than $100,000 in 1999. Each of our executive officers has entered into an
employment agreement pursuant to which he or she is to receive salaries and bonuses in excess of
$100,000 in 2000.
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Employment Agreements

We have employment agreements with each of Kerry Adler, Laura Hantho, Hugh Cumming, Tom
Cronin and Dan Walter. The employment agreements provide for the annual base salaries and
guaranteed bonuses set forth in the table below:

Annual
Executive Officer Base Salary Guaranteed Bonus

Kerry Adler . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $300,000 $300,000
Laura Hantho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170,000 30,000
Hugh Cumming . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170,000 30,000
Dan Walter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200,000 —
Tom Cronin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170,000 30,000

All our executive officers are eligible to receive an annual incentive performance bonus for each
calendar year of employment in an amount to be determined by the compensation committee. Under
the employment agreements these executives may participate in all fringe benefit programs available to
our other salaried employees.

We may terminate their employment with or without cause, as defined in the employment
agreements. If we terminate Mr. Adler’s employment without cause, we will be required to pay him an
additional $300,000 over three months. If we terminate the employment of any of Ms. Hantho or
Messrs. Cumming, Walter or Cronin without cause, we will be required to pay them their salary
continuously for the lesser of 12 months or until they are gainfully employed. Each executive officer
may terminate his or her employment with or without good reason, as defined in the employment
agreements. If Mr. Adler is either terminated other than for cause or resigns for good reason, for 12
months after his termination we will be required to pay him his annual base salary together with life
and health insurance benefits, subject to his compliance with the provisions protecting our confidential
information and barring his competition with us under certain circumstances. If Ms. Hantho or
Messrs. Cumming, Walter or Cronin are either terminated other than for cause or resign for good
reason, for the lesser of 12 months after their termination or until they are gainfully employed, the
Company will be required to pay them their annual base salary together with life and health insurance
benefits, subject to their compliance with the provisions protecting our confidential information and
barring their competition with us under certain circumstances. If any of these executive officers are
terminated for cause or resigns without good reason, no further salary, bonuses or other compensation
will be due except for any amount which has accrued but not been paid prior to the termination date.

Under the employment agreements, each executive has agreed not to use or disclose our
confidential information. Each executive has also agreed to assign to us all innovations, discoveries and
inventions he or she develops during the course of his or her employment. Each executive also has
agreed to assist us in obtaining patents, copyrights or trademarks on any protectable ideas and
inventions during the course of his or her employment. Such provisions are effective during and after
the termination of the agreements for a period of 12 months (for Mr. Cumming) or 18 months (for
Messrs. Adler, Walter and Cronin and Ms. Hantho).

Each executive has also agreed that he or she will not join or assist any of our customers, served
by him or her or by any other of our principals or employees during the term of the executive’s
employment with us, or any enterprise in the United States or Canada engaged in a business that is
directly competitive with us for a period of one year after termination of his or her employment
without our consent, which consent cannot be unreasonably withheld.
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Long Term Incentive Plan

We sponsor the Webhelp.com Inc. 1999 Long Term Incentive Plan. Under the plan, up to an
aggregate of 3,500,000 shares of our common stock will be available for issuance of awards to our
employees, directors and consultants, of which none had been granted prior to January 1, 2000.

The following discussion of the material features of the plan is qualified by reference to the text of
the plan filed as an exhibit to the Registration Statement of which this prospectus forms a part.

The plan is administered by the compensation committee of our board of directors which
determines the persons who are to receive awards and the number of shares to be subject to each
award. In selecting individuals for awards and determining t0he type of award and the terms thereof,
the compensation committee may take into consideration any factors it deems relevant including
present and potential contributions to our success. Awards may be in the form of stock options, grants
of restricted stock, stock appreciation rights, other stock-based awards and performance awards payable
upon achievement of specified goals. Options granted under the plan must be exercised within a period
fixed by the compensation committee, which may not exceed ten years from the date of the grant of
the option. Awards may be made exercisable in whole or in installments, as determined by the
compensation committee.

Options may not be transferred other than by will or the laws of descent and distribution and
during the lifetime of an optionee may be exercised only by the optionee. The exercise price may not
be less than the par value of our common stock or, in the case of incentive stock options, not less than
the fair market value of our common stock on the date of grant of the option. Unless designated as
‘‘incentive stock options’’ intended to qualify under Section 422 of the Internal Revenue Code of 1986,
options which are granted under the plan are intended to be ‘‘non-qualified stock options’’. The
exercise price may be paid in cash, shares of our common stock owned by the optionee, or in a
combination of cash and shares.

The plan provides that, in the event of changes in our corporate structure or certain events
affecting our common stock, our board of directors may, in its discretion, make adjustments with
respect to the number of shares which may be issued under the plan or which are covered by
outstanding options or other awards, in the exercise price per share, or both. In connection with certain
changes of our control of or any sale or transfer by us of all or substantially all our assets, all
outstanding options under the plan will become exercisable in full on or prior to the effective date of
the merger, consolidation, sale, transfer or other change of control transaction.

401(k) Retirement Savings Plan

We are implementing a 401(k) retirement savings plan. The purpose of the retirement plan will be
to provide our employees with an opportunity to save for retirement on a tax-advantaged basis.

All U.S. employees will be eligible to participate in the retirement plan following completion of
months of service with us and attainment of age . The retirement plan will permit employees to defer
receipt of a portion of their compensation in accordance with Section 401(k) of the Code and have it
contributed, by way of payroll deductions, to the retirement plan. An employee’s interest in his or her
401(k) contributions will be fully vested at all times. The retirement plan will also provide for
discretionary matching contributions of % of the first % of compensation contributed by an employee.
For plan participants who were employed as of the effective date of the retirement plan, matching
contributions will be fully vested and for plan participants who became employees subsequent to that
date, matching contributions will vest over a year period.
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An employee generally will be entitled to payment of his or her account balance under the retirement plan
upon retirement (usually at age 65), death, permanent disability or other termination of employment. Payment
under the retirement plan will be made in the form of a lump sum.

Limitation of Liability and Indemnification

Our certificate of incorporation provides that a director of Webhelp.com shall not be personally liable to us
or our stockholders for monetary damages for breach of fiduciary duty as a director, except for liability for any
of the following:

•  any breach of the director's duty of loyalty to us or our stockholders;
 
•  acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of

law;
 
•  the unlawful payment of dividends or unlawful stock purchases under Section 174 of the Delaware

General Corporation Law; or
 
•  any transaction from which the director derived any improper personal benefit.

If the Delaware General Corporation Law is amended to eliminate or further limit the personal liability of
directors, then the liability of a director of Webhelp.com shall be eliminated or limited to the fullest extent
permitted by the Delaware General Corporation Law, as so amended. Any repeal or modification of such
provision of our certificate of incorporation by our stockholders shall be prospective only and shall not
adversely affect any right or protection of a director of Webhelp existing at the time of such repeal or
modification.

While our certificate of incorporation provides directors with protection from awards for monetary damages
for breaches of their duty of care, it does not eliminate this duty, nor does it have any effect on the availability of
equitable remedies such as an injunction or rescission based on a director's breach of his or her duty of care. The
provisions of our certificate of incorporation described above apply to an officer of Webhelp.com only if he or
she is a director of Webhelp.com and is acting in his or her capacity as a director, and do not apply to our
officers who are not directors.

Our certificate of incorporation provides to the fullest extent permitted by Section 145 of the Delaware
General Corporation Law, or any comparable successor law, as the same may be amended and supplemented
from time to time, that:

•  we may indemnify all persons whom we have power to indemnify under the Delaware General
Corporation Law from and against any and all of the expenses, liabilities or other matters referred to in or
covered thereby;

 
•  we shall indemnify each such person if he or she is or is threatened to be made a party to an action, suit or

proceeding by reason of the fact that he or she is or was a director, officer, employee or agent of
Webhelp.com or because he or she was serving Webhelp.com or any other legal entity in any capacity at
our request while a director, officer, employee or agent of Webhelp.com; and

 
•  we shall pay the expenses of such a current or former director, officer, employee or agent incurred in

connection with any such action, suit or proceeding in advance of the final disposition of such action, suit
or proceeding.

Our certificate of incorporation further provides that the indemnification and advancement of expenses
provided for therein shall not be deemed exclusive of any other rights to which those entitled to indemnification
or advancement of expenses may be entitled under any by-law, agreement, contract or vote of stockholders or
disinterested directors or pursuant to the direction (however embodied) of any court of competent jurisdiction or
otherwise, both as to action in his or her official capacity and as to action in another capacity while holding such
office, and shall continue as to a person who has ceased to be a director, officer, employee or agent and shall
inure to the benefit of the heirs, executors and administrators of such a person.
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PRINCIPAL STOCKHOLDERS

The following table sets forth certain information regarding beneficial ownership of our common
stock as of March , 2000 and after giving effect to the offering, of :

• each person who we know beneficially owns more than five percent of our common stock;

• each of our directors;

• our Chief Executive Officer; and

• all of our executive officers and directors as a group.

Except as otherwise indicated, the persons named in the table have sole voting and investment
power with respect to all shares beneficially owned, subject to community property laws where
applicable.

Percentage of
Name and Address of Number of Ownership(1)

Beneficial Owner Shares(1) Prior to Offering After Offering

Kerry Adler(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . %
c/o Webhelp.com Inc.
One Dundas Street West
Suite 2500
Toronto, ON M5G 1Z3

Laura Hantho(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . %
c/o Webhelp.com Inc.
One Dundas Street West
Suite 2500
Toronto, ON M5G 1Z3

Hugh Cumming(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . %
c/o Webhelp.com Inc.
One Dundas Street West
Suite 2500
Toronto, ON M5G 1Z3

eliance Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . %
7800 Equitable Drive
Suite 250
Minneapolis, MN 55344

Insight Capital Partners(5) . . . . . . . . . . . . . . . . . . . . . . . . . . %
527 Madison Avenue
10th Floor
New York, NY 10022

W-W-H Investors LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . %
411 West Putnam
Greenwich, CT 06830

CIBC WMC Inc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . %
425 Lexington Avenue
New York, NY 10017
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Percentage of
Name and Address of Number of Ownership(1)

Beneficial Owner Shares(1) Prior to Offering After Offering

Ramanan Raghavendran(6) . . . . . . . . . . . . . . . . . . . . . . . . . %
c/o Insight Capital Partners
527 Madison Avenue
10th Floor
New York, NY 10022

Jeffrey Horing(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . %
c/o Insight Capital Partners
527 Madison Avenue
10th Floor
New York, NY 10022

Wes Nichols . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . *
c/o Webhelp.com Inc.
One Dundas Street West
Suite 2500
Toronto, ON M5G 1Z3

All executive officers and directors as a group (8
persons)(2)(3)(4)(6)(7) . . . . . . . . . . . . . . . . . . . . . . . . . . .

* Indicates ownership percentage of less than one percent.

(1) Amounts and percentages include outstanding options which are exercisable within 60 days of
March , 2000

(2) Includes shares owned by eliance Corporation held in escrow subject to option to purchase such
shares.

(3) Includes shares owned by eliance Corporation held in escrow subject to Ms. Hantho’s option to
purchase such shares.

(4) Includes shares owned by eliance Corporation held in escrow subject to Mr. Cummings’ option to
purchase such shares.

(5) These shares are held by five funds managed by Insight Capital Partners; Insight Capital Partners
II, L.P. holds shares; Insight Capital Partners (Cayman) II, L.P. holds shares; Insight Capital
Partners III, L.P. holds shares; Insight Capital Partners (Co-Invest) III, L.P. holds shares; and
Insight Capital Partners (Cayman) III, L.P. holds shares.

(6) Includes shares held by the five funds managed by Insight Capital Partners. Mr. Raghavendran,
one of our directors, is a special partner of Insight Capital Partners. Mr. Raghavendran disclaims
beneficial ownership of the shares held by the entities affiliated with Insight Capital Partners,
except to the extent of his pecuniary interest therein.

(7) Includes shares held by the five funds managed by Insight Capital Partners. Mr. Horing, one of our
directors, is a general partner of Insight Capital Partners. Mr. Horing disclaims beneficial
ownership of the shares held by the entities affiliated with Insight Capital Partners, except to the
extent of his pecuniary interest therein.
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CERTAIN TRANSACTIONS

Loan From Insight

On November 10, 1999, we borrowed $2,000,000 from Insight Capital Partners at an interest rate
of 8% per annum. Our obligations to repay this loan were canceled as partial payment for the
15,000,000 shares of Series A convertible preferred stock issued to various Insight funds on
December 29, 1999.

Issuance of Series A Convertible Preferred Stock

Based on a valuation established in July 1999 and in accordance with a binding letter of intent
dated November 18, 1999 and a stock purchase agreement dated December 29, 1999, we issued an
aggregate of 15,000,000 shares of Series A stock for a purchase price of $0.53 per share, or an
aggregate of $8,000,000 before expenses. Of those shares, 5,797,592 shares were issued to InSight
Capital Partners III, L.P.; 1,436,168 shares were issued to InSight Capital Partners (Cayman) III, L.P.;
1,016,240 shares were issued to InSight Capital Partners (Co-Invest) III, L.P.; 4,781,250 shares were
issued to W-W-H Investors LLC and 1,968,750 shares were issued to Imprimis SB LP. The current
holders of the Series A stock are controlling stockholders of eliance Corporation. The liquidation value
of the Series A stock is $1.28 per share plus accrued but unpaid dividends. Shares of the Series A stock
will automatically be converted into shares of our common stock on a -to- basis upon consummation of
the offering.

Transaction with Eliance Corporation

Pursuant to a binding letter of intent dated November 29, 1999 and an asset purchase agreement
dated as of December 29, 1999 between us, our wholly owned subsidiary and eliance, we purchased
certain assets from eliance, including all rights under certain agreements, contracts and licenses, the
name and URL ‘‘Webhelp.com’’ and the trademarks ‘‘Webhelp.com,’’ ‘‘Webhelpme,’’ ‘‘Webhelpmebuy,’’
and ‘‘Webhelpmesell’’. The purchase price was $4,256,400 cash and 8,500,000 shares of our common
stock, of which 5,500,000 are subject to the share escrow agreement described below. Mr. Adler,
Ms. Hantho, Mr. Cumming and Mr. Walter were previously employed by eliance. The asset purchase
agreement also provides for mutual releases between eliance and us and the indemnification of us,
Mr. Adler and Ms. Hantho. See ‘‘Business—Legal Proceedings.’’

Share Escrow Agreement. In connection with the eliance transaction, we entered into a share
escrow agreement dated as of December 29, 1999 whereby eliance delivered 5,500,000 of the shares
received as consideration for the asset purchase to Torys as the escrow agent. The shares are being held
in escrow as security for the indemnification provisions of the asset purchase agreement. eliance retains
voting rights over the shares during the period of the escrow agreement. The escrow agreement
provides that Mr. Adler, Ms. Hantho, Mr. Cumming, Mr. Walter and another individual, may purchase
up to 4,500,000 of the shares held in escrow at any time and from time to time until the fifth
anniversary of the escrow agreement. All or any part of the first 1,500,000 of the shares subject to this
option have a purchase price of $0.60 per share. The second 1,500,000 shares have a purchase price of
$1.20 per share, and the last 1,500,000 shares have a purchase price of $1.80 per share. The purchase
price for the shares will be zero, however, if the proceeds from this offering are $25,000,000 or more
and eliance obtains a firm commitment from a purchaser of its Web800 business or completes a sale of
fifty percent (50%) or more of the assets of its Web800 business. Torys is not entitled to compensation
for services rendered as escrow agent pursuant to the escrow agreement.

Software License Agreement. Pursuant to a software license agreement dated December 29, 1999,
eliance has granted us a perpetual, nonexclusive, royalty-free license to use and modify machine
readable versions of the eBus transaction engine. The eBus transaction engine consists of scalable
component architecture providing a suite of generic services to facilitate e-commerce and related
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functions of our Web site. The license provides us with copies of the source code to the software to
enable us to maintain and update the software ourselves.

Internet Services Agreement. Pursuant to an Internet services agreement dated December 29, 1999,
eliance is providing us with Web center services on an exclusive basis within the field of customer-
initiated Internet search inquiries for a period ending May 31, 2000. The services include the
employment and training of Web Wizards, who must be available twenty-four hours a day seven days a
week at up to 150 Web center work stations. eliance provides and maintains all equipment and
machines necessary for the performance of these services and provides us with an office and access to
their facilities at Minot, North Dakota and Minneapolis, Minnesota. In addition, eliance is required to
ensure quality control and compliance with our policies and training programs through daily monitoring
of the services provided on a random sampling basis. We reimburse eliance for the salaries and benefits
of the personnel we use and pay a percentage-based allocation of the costs attributable to the services
provided at the Web center stations. We are currently considering negotiating an extension of this
agreement.

Issuance of Series B Convertible Preferred Stock

Pursuant to a Series B convertible preferred stock purchase agreement dated as of December 31,
1999 among Webhelp, Mr. Adler, Ms. Hantho, Mr. Cumming, Mr. Walter, CIBC WMC Inc., an affiliate
of CIBC World Markets Corp. (a representative of the underwriters of this offering) and another
common stockholder, we issued 3,671,329 shares of Series B convertible preferred stock to CIBC WMC
Inc. for a purchase price of approximately $8.17 per share, or an aggregate purchase price of
$30,000,000 before expenses. The liquidation value of the Series B stock is $19.73 per share plus
accrued but unpaid dividends thereon. Upon liquidation, the Series A and Series B stockholders will be
paid the amounts to which they are entitled on an equivalent basis. The Series B stock will
automatically be converted to our common stock on a -to- basis upon consummation of the offering.
With $10,000,000 of the proceeds, we repurchased 734,265 shares of our common stock from Mr. Adler
for $6.0 million, 195,804 shares from Ms. Hantho for $1.6 million, 146,853 shares from Mr. Cumming
for $1.2 million, 122,378 shares from Mr. Walter for $1.0 million and 24,476 shares from other common
stockholders for $200,000. These shares represented approximately 5% of the shares held by the
founders.

Registration Rights of Certain Holders

We are a party to an amended and restated investor rights agreement dated as of December 31,
1999 that provides eliance, InSight Capital Partners III, L.P., InSight Capital Partners (Cayman) III,
L.P., InSight Capital Partners (Co-Invest) III, L.P., Insight Capital Partners II, L.P., Insight Capital
Partners (Cayman) II, L.P., W-W-H Investors LLC, Imprimis SB LP, CIBC WMC Inc., Kerry Adler,
Laura Hantho, Hugh Cumming, Dan Walter, and another common stockholder with the ability to
demand registration under the Securities Act of all or a portion of the shares of our common stock
owned by them from time to time at any time after we become eligible to file a registration statement
on Form S-3, which will not be earlier than one year after the date of this offering. Of these shares,
including shares issued upon the conversion of the Series A stock and Series B stock to our common
stock upon consummation of the offering, 8,500,000 are held by eliance, 5,797,592 are held by Insight
Capital Partners III, L.P., 1,436,168 are held by Insight Capital Partners (Cayman) III, L.P., 1,016,240
are held by Insight Capital Partners (Co-Invest) III, L.P., 4,781,250 are held by W-W-H Investors LLC,
1,968,750 are held by Imprimis SB LP, 3,671,329 are held by CIBC WMC, Inc., 13,665,735 are held by
Kerry Adler, 3,644,196 are held by Laura Hantho, 2,733,147 are held by Hugh Cumming and 2,277,622
are held by Dan Walter. In general, eliance or a stockholder or stockholders holding in the aggregate at
least 75% of the Series B stock may request that we register the sale of their shares of Common Stock
on one occasion, and a stockholder or stockholders, other than eliance or holders of Series B stock,
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holding in the aggregate at least 20% of the shares subject to the agreement may request that we
register the sale of their shares of common stock on up to two occasions. These stockholders also have
the right under certain circumstances to include all or a portion of their shares on registration
statements we file. We are obligated to bear all of the expenses in connection with the registration of
these shares except for registrations initiated by eliance or, under certain circumstances, upon
withdrawal of a registration request by an initiating stockholder. Our obligation to register the shares
subject to the agreement terminates five years after consummation of this offering.
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DESCRIPTION OF CAPITAL STOCK

The following description of our capital stock does not purport to be complete and is subject in all
respects to applicable Delaware law and to the provisions of our certificate of incorporation and our
by-laws, copies of which have been filed as exhibits to the Registration Statement of which this
prospectus is a part.

As of February 29, 2000, our authorized capital stock consisted of 65,000,000 shares of common
stock, $0.01 par value per share, of which shares were issued and outstanding (excluding treasury
shares) and held of record by stockholders, shares are issuable upon the exercise of outstanding stock
options to participants pursuant to our 1999 Long Term Incentive Plan, and 20,000,000 shares of
preferred stock, $0.01 par value per share, of which 15,000,000 shares have been designated as Series A
convertible preferred stock and 3,671,329 shares have been designated as Series B convertible preferred
stock and were issued and outstanding.

Common Stock

Holders of our common stock are entitled to one vote per share on all matters which, pursuant to
the Delaware General Corporation Law, require the approval of our stockholders, other than matters
relating solely to another class of stock. In the event of a liquidation, dissolution or winding up of
Webhelp.com, holders of our common stock are entitled to participate ratably in all distributions to the
holders of our common stock after payment of liabilities and satisfaction of any preferential rights of
holders of preferred stock. Holders of our common stock are not entitled to any preemptive rights.
Subject to any preferences that may be applicable to any outstanding shares of preferred stock, holders
of our common stock are entitled to receive cash dividends ratably on a per share basis if and when
such dividends are declared by the board of directors from funds legally available for payment.

The rights, preferences and privileges of holders of shares of our common stock are subject to, and
may be adversely affected by, the rights of holders of shares of any series of preferred stock which we
may designate and issue in the future.

Preferred Stock

Our board of directors is authorized to provide for the issuance by us of preferred stock in one or
more series and to fix the rights, preferences, privileges, qualifications, limitations and restrictions
thereof, including, without limitation, dividend rights, dividend rates, conversion rights, voting rights,
terms of redemption or repurchase, redemption or repurchase prices, limitations or restrictions thereon,
liquidation preferences and the number of shares constituting any series or the designation of such
series, without any further vote or action by the stockholders. The issuance of any series of preferred
stock may have an adverse effect on the rights of holders of our common stock, and could decrease the
amount of earnings and assets available for distribution to holders of our common stock. In addition,
any issuance of preferred stock could have the effect of delaying, deferring or preventing a change in
our control.

Since our formation, we have issued an aggregate of 18,671,329 shares of preferred stock, in two
series. See ‘‘Certain Transactions—Issuance of Series A Convertible Preferred Stock’’ and ‘‘—Issuance
of Series B Convertible Preferred Stock.’’

We have no present plans to issue any additional shares of preferred stock.

Purposes and Effects of Certain provisions of Our Certificate of Incorporation and Our By-Laws

The description set forth below of certain provisions of our certificate of incorporation and our by-
laws is intended as a summary only and is qualified in its entirety by reference to our certificate of
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incorporation and our by-laws, the forms of which are included as exhibits to the Registration
Statement of which this prospectus is a part.

Number of Directors; Removal; Vacancies; Special Meetings; Quorum. Our by-laws provide that the
number of our directors may be fixed from time to time by vote of the stockholders or of our board of
directors, but that the number of directors which constitutes the whole board shall be between one and
eight. Except where a vacancy on the board is created pursuant to the removal of a director as
described below or where vacancies occur contemporaneously in the offices of all of the directors,
which vacancies will be filled by the stockholders, vacancies or newly created directorships resulting
from any increase in the authorized number of directors may be filled by a majority of the directors
then in office or by a sole remaining director. Our by-laws provide that directors may be removed from
the board, with or without cause, by the affirmative vote of our stockholders holding a majority of the
shares of our capital stock.

Our by-laws further provide that special meetings of our board of directors may be called by our
President or any two directors on notice to all the directors. The presence of one-third or more of the
directors constituting our board of directors shall constitute a quorum for the transaction of business at
any regularly held or special meeting of the board. Except as may otherwise be provided under the
Delaware General Corporation Law, if a quorum is present then a vote of the majority of the directors
present shall be the act of the board.

Special Meetings; Actions by Written Consent; Advance Notice Provisions. Our by-laws provide that
except as otherwise provided by the Delaware General Corporation Law, special meetings of our
stockholders may only be called by resolution of our board of directors, by our President or by the
holders of a majority of the outstanding shares of our capital stock entitled to vote on matters to be
voted on at such meeting. Our by-laws also require advance notice of any special meeting of our
stockholders to be delivered to each stockholder entitled to vote at such a meeting.

Amendment of Certain Provisions of Our Certificate of Incorporation and Our By-laws. Under the
Delaware General Corporation Law, stockholders have the right to adopt, amend or repeal their
corporation’s by-laws and, with the approval of the board of directors, the certificate of incorporation
of a corporation. In addition, subject to the terms of one or more series of preferred stock as
designated from time to time by our board of directors, our certificate of incorporation provides that
our by-laws may be adopted, altered or repealed by our board of directors.

Anti-Takeover Legislation

Section 203 of the Delaware General Corporation Law provides that, subject to certain exceptions
specified therein, a corporation shall not engage in any business combination with any ‘‘interested
stockholder’’ for a three-year period following the date that such stockholder becomes an interested
stockholder unless:

• prior to such date, the board of directors of the corporation approved either the business
combination or the transaction which resulted in the stockholder becoming an interested
stockholder;

• upon consummation of the transaction which resulted in the stockholder becoming an interested
stockholder, the interested stockholder owned at least 85% of the voting stock of the
corporation outstanding at the time the transaction commenced (excluding certain shares); or

• on or subsequent to such date, the business combination is approved by the board of directors of
the corporation and by the affirmative vote of at least 66 2/3% of the outstanding voting stock
which is not owned by the interested stockholder.
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Except as specified in Section 203 of the Delaware General Corporation Law, an interested
stockholder is defined to include:

• any person that is the owner of 15% or more of the outstanding voting stock of the corporation,
or is an affiliate or associate of the corporation and was the owner of 15% or more of the
outstanding voting stock of the corporation, at any time within three years immediately prior to
the relevant date; and

• the affiliates and associates of any such person.

Under certain circumstances, Section 203 of the Delaware General Corporation Law makes it
more difficult for a person who would be an ‘‘interested stockholder’’ to effect various business
combinations. Our certificate of incorporation does not exclude us from the restrictions imposed under
Section 203 of the Delaware General Corporation Law. It is anticipated that the provisions of Section
203 of the Delaware General Corporation Law may encourage companies interested in acquiring us to
negotiate in advance with our board of directors, since the stockholder approval requirement would be
avoided if a majority of the directors then in office approve, prior to the time the stockholder becomes
an interested stockholder, either the business combination or the transaction which results in the
stockholder becoming an interested stockholder.

Stock Transfer Agent

The transfer agent for our common stock will be American Stock Transfer & Trust Company, New
York, New York and CIBC Mellon Trust Company, Toronto, Ontario.

Stock Exchange Listings

We have applied for the listing of our common stock on the Nasdaq National Market under the
symbol ‘‘WHLP’’ and we intend to apply for the listing of our common stock on The Toronto Stock
Exchange under the symbol ‘‘WHP’’. These listings are subject to our fulfilling the requirements of the
Nasdaq Stock Market and The Toronto Stock Exchange, including distribution of the securities to a
minimum number of public stockholders.

SHARES ELIGIBLE FOR FUTURE SALE

U.S. Resale Restrictions

When the offering is completed, we will have a total of  shares of common stock
outstanding. The  shares offered by this prospectus will be freely tradeable unless they are
purchased by ‘‘affiliates’’ of Webhelp, as defined in Rule 144 under the Securities Act of 1933. The
remaining shares are ‘‘restricted’’, which means they were originally sold in offerings that were not
subject to a registration statement filed with the Securities and Exchange Commission. These restricted
shares may be resold only through registration under the Securities Act of 1933 or under an available
exemption from registration, such as provided through Rule 144. Under Rule 144, of the restricted
shares may be sold in  and the remainder may be sold in  .

Substantially all of our current stockholders have agreed to a 180-day ‘‘lock-up’’ with respect to
their common stock that they own or may acquire by exercising stock options. This generally means
that they cannot sell these shares during the 180 days following the date of this prospectus. See
‘‘Underwriting’’ for additional details. After the 180-day lock-up period, these shares may be sold in
accordance with Rule 144 once they have been held for one year.

We intend to file a registration statement on Form S-8 under the Securities Act to register the
shares of our common stock authorized and reserved for issuance pursuant to our 1999 Long Term
Incentive Plan. Upon the filing of the Form S-8, outstanding shares of our common stock so registered
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may be freely sold without restriction, except for shares held by our officers, directors and other
affiliates. See ‘‘Management—1999 Long Term Incentive Plan.’’

Canadian Resale Restrictions

Excluding any common shares purchased in this offering, as of February 29, 2000, Canadian
residents held  shares of common stock and options or warrants to purchase  shares of
common stock. Under applicable Canadian securities laws, all shares or shares issuable upon exercise of
these options may not be sold or otherwise disposed of for value, except pursuant to a prospectus, a
discretionary exemption or a statutory exemption available only in specific limited circumstances, until
we have been a reporting issuer for at least 12 months, or 18 months in the case of a control person
under applicable Canadian securities laws, in the province in which the shareholder or optionee resides.
We will become a reporting issuer when we file this prospectus with the securities regulatory authorities
of those provinces and when those authorities issue receipts for the prospectus. We expect that the
receipts will be issued on or about the date of this prospectus. We intend to apply to these regulatory
authorities for a discretionary exemption that would permit sales of our common stock by residents of
these provinces who are our employees, consultants or other service providers and acquire such shares
upon the exercise of stock options after we have been a reporting issuer for 180 days, provided that the
particular employee, consultant or service provider has held the shares or stock options for a combined
period of at least one year, and that the sale is made through the facilities of The Nasdaq National
Market.

If the discretionary exemption is granted or other steps taken to allow the sale of such common
stock are successful,  shares of common stock issued or issuable upon the exercise of outstanding
and vested options, which would otherwise be subject to the resale restrictions described above, will be
eligible for resale 180 days after the completion of this offering.

Escrowed Securities

We intend to seek discretionary relief from securities regulators in each of the provinces of Canada
to be exempt from applicable escrow rules, in accordance with the policies of The Toronto Stock
Exchange and the proposed policies of the Canadian Securities Administrators concerning the
disposition of shares held by certain persons related to a company engaging in an initial public offering.
In the event such relief is not obtained, several holders of common shares may have to enter into an
escrow agreement with us and a trustee, pursuant to which shares held by those persons will be placed
in escrow with the trustee to be released over a prescribed time period.
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UNDERWRITING

We have entered into an underwriting agreement with the underwriters named below. CIBC World
Markets Corp., U.S. Bancorp Piper Jaffray Inc. and RBC Dominion Securities Corporation are acting
as representatives of the underwriters.

The underwriting agreement provides for the purchase of a specific number of shares of common
stock by each of the underwriters. The underwriters’ obligations are several, which means that each
underwriter is required to purchase a specified number of shares, but is not responsible for the
commitment of any other underwriter to purchase shares. Subject to the terms and conditions of the
underwriting agreement, each underwriter has severally agreed to purchase the number of shares of
common stock set forth opposite its name below:

Underwriter Number of Shares

CIBC World Markets Corp. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
U.S. Bancorp Piper Jaffray Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . .
RBC Dominion Securities Corporation . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

The underwriters have agreed to purchase all of the shares offered by this prospectus (other than
those covered by the over-allotment option described below) if any are purchased. Under the
underwriting agreement, if an underwriter defaults in its commitment to purchase shares, the
commitments of non-defaulting underwriters may be increased. The obligations of the underwriters
under the underwriting agreement may be terminated upon the occurrence of certain stated events,
including the occurrence of a material adverse change in the state of the financial markets.

This offering is being made concurrently in the United States and all of the provinces of Canada.
The shares of common stock will be offered in the United States through the underwriters either
directly or through their respective U.S. broker-dealer affiliates or agents. The shares of common stock
will be offered in all of the provinces of Canada by CIBC World Markets Inc. and RBC Dominion
Securities Inc., the Canadian affiliates of CIBC World Markets Corp. and RBC Dominion Securities
Corporation, respectively, and other registered dealers that may be designated by the underwriters.
Subject to applicable law, the underwriters may offer the shares of common stock outside of Canada
and the United States.

The shares should be ready for delivery on or about , 2000 against payment in
immediately available funds. The representatives have advised us that the underwriters propose to offer
the shares directly to the public at the public offering price that appears on the cover page of this
prospectus. In addition, the representatives may offer some of the shares to other securities dealers at
such price less a concession of $  per share. The underwriters may also allow, and such
dealers may reallow, a concession not in excess of $  per share to other dealers. After the
shares are released for sale to the public, the representatives may change the offering price and other
selling terms at various times.
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We have granted the underwriters an over-allotment option. This option, which is exercisable for
up to 30 days after the date of this prospectus, permits the underwriters to purchase a maximum of
additional shares from us to cover over-allotments. If the underwriters exercise all or part of this
option, they will purchase shares covered by the option at the initial public offering price that appears
on the cover page of this prospectus, less the underwriting discount and commissions. If this option is
exercised in full, the total price to public will be $  and the total proceeds to us will be
$  . The underwriters have severally agreed that, to the extent the over-allotment option is
exercised, they will each purchase a number of additional shares proportionate to the underwriter’s
initial amount reflected in the foregoing table.

The following table provides information regarding the amount of the discount and commissions
that we will pay to the underwriters.

Total with Full Exercise
Total Without Exercise of Over-Allotment

Per Share of Over-Allotment Option Option

$ $

We estimate that our total expenses of the offering, excluding the underwriting discounts and
commissions, will be approximately $  .

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under
the Securities Act of 1933 and applicable Canadian provincial securities legislation.

We and our officers and directors and substantially all other current stockholders, have agreed to a
180-day ‘‘lock up’’ with respect to the shares of common stock that they beneficially own, including
securities that are convertible into shares of common stock and securities that are exchangeable or
exercisable for shares of common stock. This means that for a period of 180 days following the date of
this prospectus, neither we nor such persons may offer, sell, pledge or otherwise dispose of these
securities without the prior written consent of CIBC World Markets Corp.

The representatives have informed us that they do not expect discretionary sales by the
underwriters to exceed five percent of the shares offered by this prospectus.

At our request, the underwriters have reserved for sale up to shares for employees, directors and
other persons associated with us. These reserved shares will be sold at the initial public offering price
that appears on the cover page of this prospectus. The number of shares available for sale to the
general public in the offering will be reduced to the extent reserved shares are purchased by such
persons. The underwriters will offer to the general public, on the same terms as other shares offered by
this prospectus, any reserved shares that are not purchased by such persons.

There is no established trading market for the shares. The offering price for the shares has been
determined by us and the representatives, based on the following factors:

• the history of, and prospects for, us and the industry in which we compete;

• our past and present financial performance;

• assessment of our management and the present state of our development;

• our prospects for future earnings;

• the prevailing market condition of the applicable U.S. and Canadian securities markets at the
time of this offering;

• market valuations of publicly traded companies that we and the representatives believe to be
comparable to us; and
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• other factors that we deemed relevant.

Pursuant to policy statements of the Ontario Securities Commission and the Commission des
valeurs mobilieres du Quebec, the underwriters may not, throughout the period of distribution, bid for
or purchase our common shares. This restriction is subject to certain exceptions, on the condition that
the bid or purchase not be engaged in for the purpose of creating actual or apparent active trading in,
or raising the price of, the common shares. These exceptions include a bid or purchase permitted under
the by-laws and rules of The Toronto Stock Exchange relating to market stabilization and passive
market making activities and a bid or purchase made for and on behalf of a customer where the order
was not solicited during the period of distribution.

Subject to the foregoing, the rules of the Securities and Exchange Commission may limit the ability
of the underwriters to bid for or purchase shares before the distribution of the shares is completed.
However, the underwriters may engage in the following activities in accordance with the rules:

• Stabilizing transactions—The representatives may make bids or purchases for the purpose of
pegging, fixing or maintaining the price of the shares, so long as stabilizing bids do not exceed a
specified maximum.

• Over-allotments and syndicate covering transactions—The underwriters may create a short
position in the shares by selling more shares than are set forth on the cover page of this
prospectus. If a short position is created in connection with the offering, the representatives may
engage in syndicate covering transactions by purchasing shares in the open market. The
representatives may also elect to reduce any short position by exercising all or part of the over-
allotment option.

• Penalty bids—If the representatives purchase shares in the open market in a stabilizing
transaction or syndicate covering transaction, they may reclaim a selling concession from the
underwriters and selling group members who sold those shares as part of this offering.

Stabilization and syndicate covering transactions may cause the price of the shares to be higher
than it would be in the absence of such transactions. The imposition of a penalty bid might also have
an effect on the price of the shares if it discourages releases of the shares.

Neither we nor the underwriters make any representation or prediction as to the effect that the
transactions described above may have on the price of the shares. These transactions may occur on the
Nasdaq National Market, The Toronto Stock Exchange or otherwise. If such transactions are
commenced, they may be discontinued without notice at any time.

In addition to the underwriting discounts and commissions described above, an affiliate of CIBC
World Markets Corp., a representative of the underwriters, acquired an aggregate of 3,671,329 shares
of our Series B stock in December 1999, at a purchase price of $8.17 per share, for an aggregate
purchase price of approximately $30,000,000. These shares will convert into shares of common stock
upon the completion of this offering. Under the rules of the National Association of Securities Dealers,
Inc., the acquisition of these shares at a price below the initial public offering price may be deemed to
be additional compensation to the underwriters. Based upon the initial public offering price of
$  per share, this additional compensation to the underwriters amounts to approximately
$  .

Under the rules of the National Association of Securities Dealers, Inc., the shares of common
stock that will be held by this affiliate of CIBC World Markets Corp. upon the completion of this
offering may not be sold, transferred, assigned or hypothecated for a period of one year from the date
of this prospectus, except to officers, partners (not directors) of the underwriters and members of the
selling group and/or their officers or partners.

61

 1  C Cs: 51986



    MERRILL CORPORATION NETWORK COMPOSITION SYSTEM GANDERSA//22-MAR-00  19:14  DISK020:[00NYC7.00NYC3857]DV3857A.;12  
    DISK020:[00NYC7.00NYC3857]DV3857A.;12  mrll.fmt  Free:       2330DM/0D  Foot:          0D/         0D  VJ RSeq: 4 Clr: 0

WEBHELP.COM (TYPESET S-1) Proj: P2268NYC00 Job: 00NYC3857 File: DV3857A.;12
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250N X 10.750N Copy Dim: 38. X 54.3

Alpha

LEGAL MATTERS

The validity of the shares of common stock being offered hereby will be passed upon for us by
Torys, 237 Park Avenue, New York, New York 10017 and Suite 3000, Maritime Life Tower, 79
Wellington Street West, Toronto, Ontario M5K 1N2. Certain legal matters in connection with the sale
of the shares of our common stock offered hereby will be passed upon for the underwriters by
Bingham Dana LLP, 150 Federal Street, Boston, Massachusetts 02110 and by Blake, Cassels & Graydon
LLP, Suite 2300, Commerce Court West, Toronto, Ontario, M5L 1A9.

WHERE YOU CAN FIND MORE INFORMATION

We have filed a registration statement on Form S-1 with the Securities and Exchange Commission
in connection with this offering. In addition, upon completion of the offering, we will be required to
file annual, quarterly and current reports, proxy statements and other information with the Securities
and Exchange Commission. You may read and copy the registration statement and any other
documents we file at the Securities and Exchange Commission’s Public Reference Room at 450 Fifth
Street, N.W., Washington, D.C. 20549. Please call the Securities and Exchange Commission at
1-800-SEC-0330 for further information on the Public Reference Room. Our Securities and Exchange
Commission filings are also available to the public at the Securities and Exchange Commission’s
Internet site at ‘‘http://www.sec.gov’’.

This prospectus is part of the registration statement and does not contain all of the information
included in the registration statement. Whenever a reference is made in this prospectus to any contract
or other document of ours, the reference may not be complete and you should refer to the exhibits that
are a part of the registration statement for a copy of the contract or document.
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 AUDITORS’ REPORT

 

 To the Board of Directors
 Webhelp.com Inc.

 

 We have audited the accompanying consolidated balance sheet of Webhelp.com Inc. [a development
stage company] as of December 31, 1999 and the related consolidated statement of operations and
comprehensive loss, stockholders' equity and cash flows for the period from May 27, 1999 to December
31, 1999.  These financial statements are the responsibility of the Company's management.  Our
responsibility is to express an opinion on these financial statements based on our audit.

 We conducted our audit in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement.  An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements.  An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

 In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Webhelp.com Inc. as of December 31, 1999, and the
consolidated results of its operations and its cash flows for the period from May 27, 1999 to  December
31, 1999 in conformity with accounting principles generally accepted in the United States.

 

 Toronto, Canada,
 January 12, 2000 [except as to notes 9[b],
 6[b], and 12 which are dated as of January 22,
March 6, and •, 2000, respectively]. Chartered Accountants
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WEBHELP.COM INC. [a development stage company]

CONSOLIDATED BALANCE SHEET

[expressed in United States dollars]

As at
December 31, 1999

ASSETS

CURRENT
Cash and cash equivalents ................................................................................................ 21,178,857
Accounts receivable........................................................................................................... 32,795
Prepaid expenses................................................................................................................ 2,475,294
Due from shareholder [NOTE 6[A][I]] ............................................................................ 2,563,280

TOTAL CURRENT ASSETS........................................................................................... 26,250,226

Fixed assets, net [NOTE 4] ............................................................................................... 2,354,797
Intangible assets, net [NOTE 5] ........................................................................................ 582,207

TOTAL ASSETS............................................................................................................... 29,187,230

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT
Accounts payable .............................................................................................................. 1,563,287
Accrued compensation and related expenses..................................................................... 134,928
Other accrued liabilities ..................................................................................................... 53,401

TOTAL CURRENT LIABILITIES................................................................................... 1,751,616

Commitments and contingency [NOTE 9]
STOCKHOLDERS' EQUITY
Capital stock [NOTE 6]
Convertible preferred stock, $0.01 par value; 20,000,000 shares authorized;
     issuable in series ..........................................................................................................

Series A convertible preferred stock, $0.01 par value; 15,000,000 shares designated,
     issued and outstanding; aggregate liquidation preference of $19,200,000 ................... 150,000

Series B convertible preferred stock, $0.01 par value; 3,671,329 shares designated,
     issued and outstanding; aggregate liquidation preference of $72,435,321 ................... 36,713

Common stock, $0.01 par value; 65,000,000 shares authorized; 31,276,224
     shares issued and outstanding ....................................................................................... 87,415
Additional paid-in capital .................................................................................................. 42,067,473
Deficit accumulated during the development stage ........................................................... (14,905,987)

TOTAL STOCKHOLDERS' EQUITY ............................................................................. 27,435,614

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY............................................ 29,187,230

On behalf of the Board:

Director Director

See Accompanying Notes
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WEBHELP.COM INC. [a development stage company]

CONSOLIDATED STATEMENT OF OPERATIONS AND COMPREHENSIVE LOSS

[expressed in United States dollars]

for the Period
May 27, 1999

to
December 31,

1999
$

REVENUE........................................................................................................................ 29,857
COST OF REVENUE....................................................................................................... 844,916

GROSS PROFIT (LOSS).................................................................................................. (815,059)

OPERATING EXPENSES
Sales and marketing .......................................................................................................... 654,124
General and administrative [NOTE 3] .............................................................................. 3,110,672
Product development......................................................................................................... 180,638
Amortization of intangibles............................................................................................... 48,063
Depreciation of fixed assets .............................................................................................. 67,278

TOTAL OPERATING EXPENSES................................................................................. 4,060,775

Operating loss ................................................................................................................... (4,875,834)

Interest expense, net .......................................................................................................... 30,153

NET LOSS AND COMPREHENSIVE LOSS FOR THE PERIOD................................ (4,905,987)

NET LOSS PER SHARE — BASIC AND DILUTED.................................................... $             (0.20)
WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING USED TO
COMPUTE BASIC AND DILUTED NET LOSS PER SHARE .................................... 24,095,508
PROFORMA NET LOSS PER SHARE — BASIC AND DILUTED............................. $             (0.20)
WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING USED TO
COMPUTE PROFORMA BASIC AND DILUTED NET LOSS PER SHARE ............. 24,317,751

See Accompanying Notes
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WEBHELP.COM INC. [a development stage company]

CONSOLIDATED STATEMENT OF CASH FLOWS

[expressed in United States dollars]

for the Period
May 27, 1999

to
December 31,

1999
$

OPERATING ACTIVITIES
Net loss for the period ...................................................................................................... (4,905,987)
Add items not involving cash

Expenses paid for in common stock [NOTE 3] ........................................................ 2,600,000
Depreciation and amortization .................................................................................. 115,341

(2,190,646)

Net changes in non-cash working capital balances related to operations [NOTE 10] ..... 2,512,569

CASH PROVIDED BY OPERATING ACTIVITIES .................................................... 321,923

INVESTING ACTIVITIES
Purchase of fixed assets ................................................................................................... (131,654)
Purchase of assets [NOTE 3] ........................................................................................... (4,256,400)

CASH USED IN INVESTING ACTIVITIES ................................................................. (4,388,054)

FINANCING ACTIVITIES
Proceeds from issuance of bridge loan [NOTE 6[A][I]] .................................................. 2,000,000
Issuance of common stock, net of issuance costs [NOTE 6[A][II]] ................................. 16,412
Issuance of convertible preferred stock Series A, net of issuance costs .......................... 3,377,250
Issuance of convertible preferred stock Series B, net of issuance costs ........................... 29,851,326
Repurchase of common stock .......................................................................................... (10,000,000)

CASH PROVIDED BY FINANCING ACTIVITIES ..................................................... 25,244,988

NET INCREASE IN CASH AND CASH EQUIVALENTS DURING THE PERIOD
AND CASH AND CASH EQUIVALENTS, END OF PERIOD ................................... 21,178,857

See Accompanying Notes
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WEBHELP.COM INC. [a development stage company]

CONSOLIDATED STATEMENT OF

STOCKHOLDERS’ EQUITY

[expressed in United States dollars]

Convertible Convertible
Preferred Preferred

DeficitStock Stock
Accumulated TotalSeries A — PAR Series B — PAR Common

Additional During the Stockholders’VALUE VALUE Stock — Par Value
Paid-In Capital Development Stage Equity

Number $ Number $ Number $ $ $ $

BALANCE, MAY 27, 1999
[INCEPTION]
[NOTE 6(A)(II)] . . . . . . . . . . — — — — 23,760,000 15 — — 15

Issuance of common stock
[NOTE 6(A)(II)] . . . . . . . . . . — — — — 240,000 2,400 47,600 — 50,000

Issuance of preferred stock
[NOTE 6(A)(I)] . . . . . . . . . . . 15,000,000 150,000 — — — — 7,790,530 — 7,940,530

Issuance of common stock
[NOTE 3] . . . . . . . . . . . . . . . — — — — 8,500,000 85,000 4,414,730 — 4,499,730

Issuance of preferred stock
[NOTE 6(A)(I)] . . . . . . . . . . . — — 3,671,329 36,713 — — 29,814,613 — 29,851,326

Repurchase of common stock
[NOTE 6(A)(II)] . . . . . . . . . . — — — — (1,223,776) — — (10,000,000) (10,000,000)

Net loss for the period . . . . . . . . — — — — — — — (4,905,987) (4,905,987)

BALANCE, DECEMBER 31, 1999 . 15,000,000 150,000 3,671,329 36,713 31,276,224 87,415 42,067,473 (14,905,987) 27,435,614

See Accompanying Notes
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Webhelp.com Inc. [a development stage company]

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

[expressed in United States dollars]

December 31, 1999

1. NATURE OF BUSINESS

Webhelp.com Inc. [‘‘Webhelp’’ or the ‘‘Company’’] provides Web-based Internet search capabilities.
The primary product of the Company is the Webhelp.com service which provides real-time, human
assisted search capabilities, customer service and e-commerce services to consumers and corporations
using a single technology platform. The Company’s principal markets are in North America.

The Company was incorporated in the State of Delaware on May 27, 1999 as BlueSky Ventures
Inc. On November 20, 1999, the name of the Company was changed to Webhelp.com Inc. On
November 30, 1999, the Company launched its web site.

The Company was in the development stage as at December 31, 1999, with primary efforts
directed toward the raising of capital and the development of markets.

2. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States and are stated in United States dollars.

The following is a summary of significant accounting policies used in the preparation of these
consolidated financial statements:

Use of Estimates

The preparation of consolidated financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the consolidated financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ materially
from those estimates.

Basis of Consolidation

These consolidated financial statements include the accounts of the Company and its 100% owned
subsidiaries, Ispoke.com Inc., a U.S. company, and Webhelp Canada Inc., a Canadian company. All
intercompany accounts and transactions have been eliminated on consolidation.

Fixed Assets

Fixed assets are recorded at cost less accumulated depreciation. Depreciation is provided using the
straight-line method over the following periods:

Computer software . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 years
Computer hardware . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-5 years
Furniture and fixtures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-5 years
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Webhelp.com Inc. [a development stage company]

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

[expressed in United States dollars]

December 31, 1999

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangibles

Intangibles represent licences, trademarks, names and other intangibles. Intangibles are amortized
on a straight-line basis over three years. Management reviews on an ongoing basis the valuation and
amortization of the intangibles. The determination as to whether there has been an impairment is made
by comparing the carrying value of the intangible to the projected undiscounted net revenue stream to
be generated by the related activity.

Cash and Cash Equivalents

The Company invests its excess cash in debt securities and considers all highly liquid instruments
purchased with an original maturity of three months or less to be cash equivalents. As at December 31,
1999, all of the Company’s cash equivalents were classified as held-to-maturity.

Concentrations of Credit Risk and Credit Risk Evaluations

Financial instruments which subject the Company to concentrations of credit risk consist primarily
of cash and cash equivalents. Cash and cash equivalents consist principally of debt securities held with
North American financial institutions with high credit standing. As at December 31, 1999, 94% of the
Company’s cash and cash equivalents were held at one institution. The Company has not experienced
any significant losses on its cash and cash equivalents.

The Company conducts business with companies in various industries primarily in the United
States and Canada. The Company performs ongoing credit evaluations of its customers and generally
does not require collateral. Allowances are maintained for potential credit issues.

Revenue Recognition

Revenue for the period ended December 31, 1999 consisted solely of advertising revenue derived
from short-term advertising contracts. Under these contracts, the Company delivers impressions [for
example banner ads, page sponsorships and buttons] to users of the Company’s consumer portal over a
specific period of time for a fixed fee. Advertising rates, typically measured on a cost per thousand
impressions [‘‘CPMs’’] basis, are dependent on whether the impressions are for general rotation
throughout the Company’s web site or for targeted audiences and properties within specific areas of
Webhelp’s Internet page. The Company recognizes revenue based upon actual impressions delivered.

No barter transactions were entered into for the period ended December 31, 1999.

Commencing in 2000, the Company expects to earn additional revenue from corporate and
consumer services which may include:

• Search services charged on a per user or per engagement basis;

• Membership charged on a monthly basis; and

• Electronic commerce transaction fees.
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Webhelp.com Inc. [a development stage company]

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

[expressed in United States dollars]

December 31, 1999

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Search services will be recognized based on the actual number of engagements delivered at
contractual per answer rates. Membership revenues will be recognized ratably based on the passage of
time. Commission based e-commerce services will be recorded when the consumer has consummated
their transaction online with the Company’s third party client, and the value of the Company’s
commission can be ascertained.

Foreign Currency Translation

Assets and liabilities recorded in foreign currencies are translated at the exchange rate on the
balance sheet date. Revenue and expenses are translated at average rates of exchange prevailing during
the period. Gains and losses on foreign currency transactions are included in general and administrative
expenses.

Accounting for Stock-Based Compensation

The Company accounts for employee stock options using the intrinsic value method in accordance
with Accounting Principles Board Opinion No. 25 [‘‘APB 25’’] and makes the pro forma disclosures
required by Statement of Financial Accounting Standards [‘‘SFAS’’] No. 123, ‘‘Accounting for Stock-
Based Compensation’’.

Advertising Costs

The Company expenses the costs of advertising as incurred. Advertising expense for the period
from May 27, 1999 to December 31, 1999 was $614,432.

Income Taxes

The Company uses the liability method to account for income taxes as required by SFAS No. 109,
‘‘Accounting for Income Taxes’’. Under this method, deferred tax assets and liabilities are determined
based on differences between financial reporting and tax bases of assets and liabilities. Deferred tax
assets and liabilities are measured using enacted tax rates and laws that will be in effect when the
differences are expected to reverse.

Net Loss Per Share

Basic net loss per share is computed by dividing net loss for the period by the weighted average
number of common shares outstanding for the period. Diluted earnings per share reflects the potential
dilution of securities by adding other common stock equivalents in the weighted average number of
common shares outstanding for a period, if dilutive.

Pro Forma Net Loss Per Share and Pro Forma Statement of Stockholders’ Equity

Pro forma net loss per share has been computed as described above and also gives effect to the
conversion of preferred shares not included above that will automatically convert upon completion of
the Company’s initial public offering, using the if converted method. The calculation of historical and
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

[expressed in United States dollars]

December 31, 1999

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

pro forma basic and diluted net loss per share and pro forma statement of stockholders’ equity is as
follows:

Period from
May 27, 1999

to
December 31, 1999

$

Historical net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,905,987)
Weighted average shares outstanding used to compute basic and diluted net loss per

share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,095,508
Basic and diluted net loss per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.20)
Pro forma net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,905,987)
Weighted average number of shares of common stock used in computing basic and

diluted net loss per share [from above] 24,095,508
Adjustment to reflect the effect of the assumed conversion of preferred stock from

the date of issuance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 222,243
Weighted average shares outstanding used in computing pro forma basic and diluted

net loss per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,317,751
Pro forma basic and diluted net loss per share [NOTE 1] $ (0.20)

PRO FORMA STATEMENT OF STOCKHOLDERS’ EQUITY
Capital stock

Convertible preferred stock, $0.01 par value; 20,000,000 shares authorized; issuable
in series Series A convertible preferred stock, $0.01 par value . . . . . . . . . . . . . . . —
Series B convertible preferred stock, $0.01 par value —

Common stock, $0.01 par value; 65,000,000 shares authorized; 49,947,553 shares
issued and outstanding [PROFORMA] 274,128

Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,067,473
Deficit accumulated during the development stage . . . . . . . . . . . . . . . . . . . . . . . . . . (14,905,987)

Total stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,435,614
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Webhelp.com Inc. [a development stage company]

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

[expressed in United States dollars]

December 31, 1999

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business Segments

As at December 31, 1999, for management purposes, the Company is managed as one business
segment and as such, the Company has determined that it does not have separately reportable
operating segments.

The Company maintains offices in both the U.S. and Canada. For the period ended December 31,
1999, all of the Company’s revenue was earned in the U.S. and $250,000 of the Company’s intangible
and capital assets were held in Canada, with the balance held in the U.S.

New Accounting Standards

The Financial Accounting Standards Board issued SFAS No. 133, ‘‘Accounting for Derivative
Instruments and Hedging Activities’’ and SFAS No. 137, ‘‘Deferral of Effective Date for SFAS No. 133’’
which are effective for fiscal years beginning after June 15, 2000. Management has not yet determined
the impact on the consolidated financial position or results of operations of the Company of this new
standard.

3. ASSET PURCHASE

On December 29, 1999, the Company acquired, pursuant to an asset purchase agreement [‘‘the
eliance Agreement’’], certain of the assets of eliance Corporation [‘‘eliance’’], in exchange for
$4,256,400 in cash and 8,500,000 common shares of the Company [NOTE 6]. At the time of the eliance
Agreement, eliance was controlled by an existing stockholder of the Company. The 8,500,000 common
shares of the Company had a fair value of $4,533,333.

As part of the eliance Agreement, the Company purchased [i] certain fixed assets [ii] certain
intangibles such as licenses, trademarks and names [iii]  other intangibles [iv] prepaid expenses, and
[v] one month of an Internet services agreement. A portion of the consideration paid represented a
reimbursement of expenses incurred by eliance on behalf of the Company and a release from prior
obligations with eliance. Accordingly, these expenses have been charged to general and administrative
expenses in the current period.

Details of the consideration paid are as follows:
$

Fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,290,421
Intangibles [NOTE 5] 630,270
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,269,042

Net assets acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,189,733
Reimbursement of expenses and release . . . . . . . . . . . . . . . . . . . . . . . . . 2,600,000

TOTAL CONSIDERATION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,789,733

Concurrent with the execution of the eliance Agreement, the Company and eliance entered into a
share escrow agreement under which 5,500,000 of the common shares issued to eliance were deposited
in escrow for a period of five years. Should eliance not meet certain of its obligations under the eliance
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Webhelp.com Inc. [a development stage company]

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

[expressed in United States dollars]

December 31, 1999

3. ASSET PURCHASE (Continued)

Agreement within the first year of the escrow agreement, the Company shall have the right to recover
a portion of these shares from the escrow agent as indemnification.

4. FIXED ASSETS

Fixed assets consist of the following:
1999

$

COST
Computer software . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 764,673
Computer hardware . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,432,037
Furniture and fixtures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225,365

2,422,075

LESS ACCUMULATED AMORTIZATION
Computer software . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,240
Computer hardware . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,778
Furniture and fixtures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,260

67,278

NET BOOK VALUE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,354,797

5. INTANGIBLES

Intangibles consist of licences, trademarks, names and other intangibles.
1999

$

Intangibles, net of accumulated amortization of $48,063 [NOTE 3] . . . . . . . 582,207

6. CAPITAL STOCK

(a) Share Capital Issued and Outstanding

On December 29, 1999, the Company approved a 16,000-to-one stock split. All references to
common stock and per share amounts have been restated to reflect the stock split on a retroactive
basis.

(i) Convertible Preferred Stock

Subject to certain anti-dilutive provisions, each share of Series A and B convertible preferred
stock, par value of $0.01 per share, is convertible at the option of the holder into the same number of
shares of common stock. The Series A and B convertible preferred stock will be automatically
converted into common stock in the event of a public offering, with gross proceeds [net of underwriting
discounts and commission] of at least $25,000,000.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

[expressed in United States dollars]

December 31, 1999

6. CAPITAL STOCK (Continued)

The holders of the Series A and B convertible preferred stock are entitled to receive non-
cumulative dividends when and if declared by the Board of Directors. These dividends are in
preference to any declaration or payment of any dividend on the common stock of the Company.
Subject to certain anti-dilutive provisions, the dividends per share of the Series A and B convertible
preferred stock have to be at least equal to the dividend per share declared or paid on the common
stock of the Company. As of December 31, 1999, no dividends have been declared on the Series A and
B convertible preferred stock.

In the event of any liquidation, the holders of the Series A and B convertible preferred stock have
a liquidation preference over holders of common stock equal to $1.28 and $19.73 per share,
respectively, plus any declared and unpaid dividends. The remaining assets will be distributed to the
common stockholders.

Each holder of the outstanding shares of the Series A and B convertible preferred stock is entitled
to the number of votes equal to the number of whole shares of common stock into which the shares of
the convertible preferred stock held by such holder are then convertible.

On November 10, 1999, the Company received $2,000,000 in the form of a bridge loan [the
‘‘Advance’’] from InSight Investors, bearing interest at 8%. On December 29, 1999, an agreement [the
‘‘Insight Capital Agreement’’] was entered into among the Company and InSight Capital Partners III,
L.P., InSight Capital Partners (Cayman) III, L.P., and InSight Capital Partners (co-Invest) III, L.P.,
[collectively, the ‘‘Insight Investors’’], pursuant to which the Insight Investors purchased in aggregate
15,000,000 shares of Series A convertible preferred stock for total consideration of $8,000,000 which
was comprised of $6,000,000 in cash and conversion of the Advance into convertible preferred stock. At
December 31, 1999, $2,563,280 of the cash consideration was outstanding from the Insight Investors.
This amount was paid subsequent to the period end.

On December 31, 1999, an agreement [the ‘‘CIBC Agreement’’] was entered into between the
Company and CIBC WMC Inc. [‘‘CIBC’’], pursuant to which CIBC purchased 3,671,329 shares of
Series B convertible preferred stock for a total cash consideration of $30,000,000. The Company
incurred costs of $59,470 in connection with this issuance.

(ii) Common Stock

Holders of the common stock with par value of $0.01 per share are entitled to one vote per share,
and dividends may be declared and paid on the common stock from funds lawfully available therefor.
Upon the dissolution or liquidation of the Company, holders of the common stock will be entitled to
receive all assets of the Company available for distribution to its stockholders, subject to any
preferential rights of any then outstanding preferred stock.

On May 27, 1999, the Company issued a total of 23,760,000 shares of common stock to the
founding shareholders of the Company in exchange for all of their interests in the Company’s system
architecture and the business plan.

On June 10, 1999, the Company issued 240,000 shares of common stock to a third party for
$50,000 cash. $10,000,000 of the gross proceeds of $30,000,000 from the issuance of Series B
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

[expressed in United States dollars]

December 31, 1999

6. CAPITAL STOCK (Continued)

convertible preferred stock to CIBC pursuant to the CIBC Agreement was used to repurchase 1,223,776
shares of common stock from certain of the stockholders of the Company.

See also note 3.

(b) Stock Options

On January 28, 2000, the stockholders approved the 1999 Long-term Incentive Plan [the "1999 Plan"] for
directors, officers, employees and other parties, as may be approved from time to time [collectively, the
"Optionees"] for which up to 3,500,000 common shares are reserved for issuance pursuant to the 1999
Plan. Under the terms of the 1999 Plan, the optionees are eligible to receive awards in the form of options,
stock appreciation rights, grants of restricted securities, performance awards, or other stock-based awards.
As at December 31, 1999, no awards under the 1999 Plan had been made. Subsequent to the period end,
and as of March 6, 2000, the Company has awarded stock options to certain Optionees as follows:

Exercise Price
Number of Options Per Share $ Expiry Date

1,434,500 4.95 March 2010
      355,350 8.17 March 2010
   1,789,850

All of the stock option awards vest quarterly and on an even basis over a three-year period except for
56,850 of the issued stock option awards which vest on an annual basis over a three-year period.

7. RELATED PARTY TRANSACTIONS

In addition to the eliance Agreement [NOTE 3], the Company entered into a Corporate services agreement
with eliance during the period under which eliance provides the Company with certain services.
Approximately $100,000 in services were provided to the Company in connection with this agreement in
1999. No balances were outstanding under this agreement as at December 31, 1999.

As at December 31, 1999, the Company has a subscription receivable from Insight Investors [NOTE
6[A][I]].

8. INCOME TAXES

There has been no provision for income taxes as the Company has incurred operating losses.



    MERRILL CORPORATION NETWORK COMPOSITION SYSTEM GANDERSA//22-MAR-00  19:21  DISK020:[00NYC7.00NYC3857]FL3857A.;16  
    DISK020:[00NYC7.00NYC3857]FL3857A.;16  mrll.fmt  Free:         70D /240D  Foot:          0D/         0D  VJ RSeq: 5 Clr: 0

WEBHELP.COM (TYPESET S-1) Proj: P2268NYC00 Job: 00NYC3857 File: FL3857A.;16
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250N X 10.750N Copy Dim: 38. X 54.3

Alpha

Webhelp.com Inc. [a development stage company]

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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December 31, 1999

8. INCOME TAXES (Continued)

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax
purposes. Significant components of the Company’s deferred tax assets are as follows:

Period from
May 27, 1999

to
December 31, 1999

$

Net operating loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . 785,000

Total deferred tax assets
Valuation allowance, all relating to current period . . . . . . . . . . 785,000

NET DEFERRED TAX ASSETS . . . . . . . . . . . . . . . . . . . . . . . —

Realization of deferred tax assets is dependent on future earnings, if any, the timing and amount
of which are uncertain. Accordingly, the deferred tax assets have been fully offset by a valuation
allowance. The valuation allowance increased by $785,000 during the period from May 27, 1999 to
December 31, 1999.

At December 31, 1999, the Company has net operating loss carryforwards for federal income tax
purposes of approximately $2,308,000, all of which expire in the year 2019.

9. COMMITMENTS AND CONTINGENCY

(a) Lease Commitments

Future minimum lease payments for premises and equipment by year and in the aggregate, under
non-cancellable operating leases, consist of the following:

$

2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 884,000
2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 195,000
2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 195,000
2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,000

1,290,000

Rental expense for the period totalled approximately $22,000.

(b) Contingency

On January 22, 2000, three stockholders of eliance commenced a lawsuit on behalf of themselves
and, purportedly, on behalf of eliance against the Company, certain officers and other persons and
entities (jointly, the ‘‘defendants’’). In the lawsuit, the plaintiffs challenge, on a number of grounds, the
sale and transfer of certain assets of eliance in 1999 pursuant to the eliance Agreement alleging, among
other things, that such transactions were accomplished by the defendants through breaches of fidcuiary
duty they then owned as directors or officers of eliance. The lawsuit seeks unspecified damages and
certain other relief. The Company is vigorously defending this lawsuit. Although the Company can give
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December 31, 1999

9. COMMITMENTS AND CONTINGENCY (Continued)

no assurances, based on the available facts, the Company believes the outcome of this matter will not
have a material adverse effect upon its financial condition.

10. CONSOLIDATED STATEMENT OF CASH FLOWS

The net change in non-cash working capital balances related to operations consists of the
following:

Period from
May 27, 1999

to
December 31, 1999

$

INCREASE (DECREASE) IN CURRENT ASSETS
Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (32,795)
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 793,748
INCREASE IN CURRENT LIABILITIES
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,563,287
Accrued compensation and related expenses . . . . . . . . . . . . . . . . . 134,928
Other accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,401

2,512,569

There was no cash paid during the period for interest or income taxes.

Excluded from the consolidated statement of cash flows for the period from May 27, 1999 to
December 31, 1999 is the following :

• the issuance of 23,760,000 shares of common stock of the Company in exchange for system
architecture and business plan [NOTE 6[A][II]];

• the conversion of the $2,000,000 Advance in conjunction with the issuance of the Series A
convertible preferred stock [NOTE 6[A][I]]; and

• the issuance of 8,500,000 common shares as part of the consideration for the eliance Agreement
[NOTE 3].

11. RECONCILIATION TO CANADIAN GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

These consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States and are stated in United States dollars. Generally
accepted accounting policies in the United States differ from those in Canada. The Company’s
accounting policies that differ include Accounting for Stock Based Compensation. In addition, under
accounting principles generally accepted in Canada, the repurchase of common stock [NOTE 6[A][I]]
would be treated as a deduction of $10,000,000 from capital stock and not as a direct charge of
$10,000,000 to deficit. The application of accounting principles generally accepted in Canada would not
result in a material difference in the measurement of the Company’s consolidated balance sheet,
consolidated statements of stockholders’ equity, operations and cash flows as at December 31, 1999 and
for the period from May 27, 1999 to December 31, 1999.
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[expressed in United States dollars]

December 31, 1999

12.   SUBSEQUENT EVENT

On • , 2000, the Company filed a prospectus to qualify for distribution • common shares at a purchase price per
common share of $ • for gross proceeds of $ •.  The Company has granted the underwriters an over-allotment
option to purchase of • common shares at the offering price during the period expiring 30 days from the date of
closing.



C - 1

SUPPLEMENTAL CANADIAN DISCLOSURE

In accordance with the requirement of applicable securities laws in each of the provinces of
Canada, the disclosure in the U.S. Prospectus is incorporated in this prospectus in its entirety and is
supplemented with the following additional disclosure.

Corporate Matters

Our principal and head offices are located at One Dundas Street West, Suite 2500, Toronto,
Ontario, M5G 1Z3.  We were incorporated under the laws of the State of Delaware on May 27, 1999 under the
name “Blue Sky Ventures, Inc.”  We amended our certificate of incorporation on December 2, 1999 to change
the name of the Company to Webhelp.com Inc.  We then amended our certificate of incorporation on December
29, 1999 in order to increase the total number of shares of common stock authorized from 1,500 shares to
60,000,000 shares, to create a new class of preferred stock with 16,000,000 authorized shares, to create a new
series of preferred stock with 15,000,000 authorized shares and to subdivide our common stock so that each
share of common stock became 16,000 shares of common stock.  On December 30, 1999 we amended our
certificate of incorporation to increase the number of authorized shares of common stock to 65,000,000 shares,
to increase the number of authorized shares of preferred stock to 20,000,000 shares and to create a new series of
preferred stock with 3,671,329 authorized shares.

Prior Sales

The following are the only transactions involving the sale of equity securities during the 12
months prior to the date of this prospectus (adjusted to reflect the 16,000-for-1 subdivision referred to above):

Date Reason for Issuance
Price Per

     Share    Shares Issued

May 27, 1999 Initial Capitalization less than U.S. $0.01 23,760,000 common
June 10, 1999 Private Placement U.S. $0.20833 240,000 common
December 29, 1999
(pursuant to
agreements dated
November 26, 1999)

Acquisition of Assets U.S. $0.53 8,500,000 common

Private Placement U.S. $0.53 15,000,000 Series A
Convertible Preference

December 31, 1999 Private Placement U.S. $8.17 3,671,329 Series B
Convertible Preference

Options to Purchase Securities

The following table sets out certain information with respect to all options to purchase our
securities which are outstanding as at February 29, 2000.
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Holder of Option
Securities under

Option

Purchase Price
of Securities

under Option
$

Expiry Date of
Option

Directors of the Company
(2 persons)

400,000 4.95 January 28, 2010

Executive Officers of the Company
(excluding those listed above)
(1 person)

400,000 4.95 January 28, 2010

Directors of subsidiaries of the Company
(excluding those listed above)

Nil Nil N/A

Executive Officers of subsidiaries of the
Company (excluding those listed above)

Nil Nil N/A

Employees of the Company (1 person) 3,000 4.95 January 28, 2010
Employees of subsidiaries of the
Company (20 persons)

249,000 4.95 January 28, 2010

Other
(111 persons)

737,850 4.95/8.17 January 28, 2010

TOTAL 1,789,850

Material Contracts

The following are the only material contracts, other than contracts entered into in the ordinary
course of business, which we have entered into within the past two years or which are proposed to be entered into:

1. The Underwriting Agreement referred to under “Underwriting” in the U.S. Prospectus.

2. Amended and Restated Investor Rights Agreement dated as of December 31, 1999 with certain of
our shareholders.  See “Certain Transactions—Registration Rights of Certain Holders” in the U.S.
Prospectus.

3. Internet Services Agreement dated December 2, 1999.  See “Business—Operations” in the U.S.
Prospectus.

4. Internet Services Agreement dated October 19, 1999.  See “Business—Operations” in the U.S.
Prospectus.

5. Internet Services Agreement dated October 19, 1999.  See “Business—Operations” in the U.S.
Prospectus.

6. Internet Services Agreement dated December 29, 1999 with eliance Corporation.  See “Certain
Transactions—Transaction with eliance Corporation” in the U.S. Prospectus.

7. Customer Support Services Agreement with Microsoft Corporation effective February 1, 2000.
See “Business—Webhelp Direct” in the U.S. Prospectus.

8. Customer Support Services Agreement with Beenz.com USA dated January 31, 2000.  See
“Business—Webhelp Direct” in the U.S. Prospectus.

9. Employment Agreement with Kerry Adler dated December 29, 1999.  See “Management—
Employment Agreements” in the U.S. Prospectus.
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10. Share Escrow Agreement dated as of December 29, 1999 with eliance corporation, iSpoke.com
Inc., Kerry Adler, Laura Hantho, Hugh Cumming, Shukie Halfon and Torys.  See “Certain
Transactions—Transaction with eliance Corporation” in the U.S. Prospectus.

Copies of these agreements, following execution where not executed, may be examined at our head
and principal office during normal business hours during the course of distribution to the public of the common stock
and for 30 days thereafter.

Certain Canadian Federal Income Tax Considerations

The following is a summary of the principal Canadian federal income tax considerations under the
Income Tax Act (Canada) (the “Canadian Tax Act”) generally applicable to a purchaser of common stock pursuant to
this offering who, for the purposes of the Canadian Tax Act and the Canada—United States Income Tax
Convention, (1980) (the “Canada—U.S. Convention”) is and at all relevant times will be a holder that (i) is resident
or deemed to be resident in Canada and is not a resident or deemed to be a resident or a former resident of the United
States; (ii) holds the common stock as capital property; (iii) deals at arm’s length with the Company and is not
affiliated with the Company; (iv) is not a citizen or former citizen of the United States; and (v) does not use or hold
and is not deemed to use or hold the common stock in carrying on a trade or business in Canada.  This summary does
not apply to financial institutions as defined in section 142.2 of the Canadian Tax Act.  This summary does not apply
to a holder with respect to whom the Company is or will be a foreign affiliate within the meaning of the Canadian
Tax Act.

This summary is based upon the current provisions of the Canadian Tax Act, the regulations
thereunder and specific proposals to amend the Canadian Tax Act or the regulations thereunder publicly announced
by the Minister of Finance (Canada) prior to the date of this prospectus (the “Proposed Amendments”), the current
provisions of the Canada—U.S. Convention and counsel’s understanding of the current administrative policies and
assessing practices published by the Canada Customs and Revenue Agency.  This summary does not otherwise take
into account or anticipate any changes in law, whether judicial, governmental or legislative, or changes in
administrative policies or assessing practices, nor does it take into account provincial or territorial or foreign income
tax laws.

This summary is not exhaustive of all possible income tax considerations and prospective
purchasers are urged to consult their own tax advisors with respect to their particular circumstances.

Dividends on Shares of Common Stock

The Canadian dollar equivalent of dividends received on the common stock (including the amount
of any U.S. taxes withheld therefrom) will be included in computing the holder’s income for purposes of the
Canadian Tax Act.  The amount of such dividends will not be subject to the dividend gross-up and tax credit rules
generally applicable to taxable dividends paid by a taxable Canadian corporation in the case of a holder that is an
individual and will not be deductible in computing taxable income in the case of a holder that is a corporation.  A
holder that is a Canadian-controlled private corporation may be liable to pay an additional refundable tax of 6 2/3%
on such dividends.  Holders may be eligible for a foreign tax credit or deduction for Canadian tax purposes to the
extent and under the circumstances permitted in the Canadian Tax Act in respect of any United States non-resident
withholding tax on such dividends.

Disposition of Shares of Common Stock

A disposition or deemed disposition of shares of common stock (including a purchase for
cancellation or redemption of such shares by the Company) will generally result in the holder realizing a capital gain
(or a capital loss) in the amount by which the holder’s proceeds of disposition exceed (or are exceeded by) the
aggregate of the holder’s adjusted cost base of the common stock and any reasonable costs of disposition.  Under the
federal budget proposals released on February 28, 2000, it is proposed that the portion of a capital gain included in
income as a taxable capital gain and the portion of a capital loss which is deductible against taxable capital gains in
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accordance with the detailed rules in the Canadian Tax Act and the Proposed Amendments will be reduced from
three-quarters to two-thirds for dispositions (or deemed dispositions) after February 27, 2000.  For the purposes of
computing capital gains and capital losses, a holder’s cost of the shares of common stock and the proceeds of
disposition of such shares will be the Canadian dollar equivalent thereof computed at the exchange rate prevailing on
the date of acquisition and disposition, respectively.

A holder that is a Canadian-controlled private corporation may be liable to pay an additional
refundable tax of 6 2/3% on taxable capital gains.  Individuals, other than certain trusts, may be subject to an
alternative minimum tax in respect of capital gains realized by such individuals.

Foreign Property Reporting

Generally, certain holders of common stock that own specified foreign property as defined in the
Canadian Tax Act, which includes common stock of the Company, and whose aggregate cost amount of such
specified foreign property at any time in a taxation year exceeds Cdn$100,000 will be required to file an information
return for such taxation year disclosing the cost of such property and income received on or from such property.

Eligibility for Investment by Registered Plans

The common stock if, as and when listed on The Toronto Stock Exchange or the Nasdaq National
Market, will be qualified investments for trusts governed by registered retirement savings plans, registered retirement
income funds, deferred profit sharing plans (collectively, “Registered Plans”) and registered education savings plans.
The common stock will constitute foreign property for Registered Plans, trusts governed by registered pension plans
and certain other investors for the purposes of Part XI of the Canadian Tax Act which imposes a penalty on such
investors that hold foreign property with a cost amount that exceeds certain prescribed limits in the Canadian Tax
Act.

Eligibility for Investment

Eligibility of the common stock for investment by purchasers to whom any of the following
statutes apply is, in certain cases, governed by criteria which such purchasers are required to establish as policies or
guidelines pursuant to the applicable statute (and, when applicable, the regulations thereunder) and is subject to the
prudent investment standards and general investment provisions provided therein:

Trust and Loan Companies Act (Canada) Pension Benefits Act (Ontario)

Financial Institutions Act (British Columbia) Loan and Trust Corporations Act (Ontario)

Loan and Trust Corporations Act (Alberta) An Act Respecting Insurance (Québec) (for an
insurer, as defined therein, constituted under the
laws of the Province of Québec other than a
guarantee fund)

The Insurance Act (Manitoba) an Act respecting trust companies and saving
companies (Québec) (for saving companies
investing their own funds, and by trust
companies investing their own funds and
deposits received by them)

Trustee Act (Manitoba) Supplemental Pension Plans Act (Québec)

Auditors and Registrar and Transfer Agent

Our auditors are Ernst & Young LLP, Ernst & Young Tower, 222 Bay Street, Toronto, Ontario
M5K 1J7.
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The transfer agent and registrar for the common stock is CIBC Mellon Trust Company at its
principal offices in Toronto.

Purchasers’ Statutory Rights

Securities legislation in certain of the provinces of Canada provides purchasers with the right to
withdraw from an agreement to purchase securities.  This right may be exercised within two business days after
receipt or deemed receipt of a prospectus and any amendment.  In several of the provinces of Canada, securities
legislation further provides a purchaser with remedies of rescission or, in some jurisdictions, damages if the
prospectus and any amendment contains a misrepresentation or is not delivered to the purchaser, provided that the
remedies for recission or damages are exercised by the purchaser within the time limit prescribed by the securities
legislation of the purchaser’s province.  The purchaser should refer to any applicable provisions of the securities
legislation of the purchaser’s province for the particulars of these rights or consult with a legal adviser.
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CERTIFICATE OF THE COMPANY

Date: March 27, 2000

The foregoing constitutes full, true and plain disclosure of all material facts relating to the
securities offered by this prospectus as required by the securities laws of all of the provinces of Canada and, for
the purposes of the Securities Act (Québec) and the regulations thereunder, does not contain any
misrepresentation that is likely to affect the value or the market price of the securities to be distributed.

(Signed) KERRY E. ADLER
President and Chief Executive Officer

(Signed) TOM CRONIN
Chief Financial Officer

On behalf of the Board of Directors

(Signed) JEFF HORING
Director

(Signed) RAMANAN RAGHAVENDRAN
Director
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CERTIFICATE OF THE CANADIAN UNDERWRITERS

Date: March 27, 2000

To the best of our knowledge, information and belief, the foregoing constitutes full, true and
plain disclosure of all material facts relating to the securities offered by this prospectus as required by the
securities laws of all of the provinces of Canada and, for the purposes of the Securities Act (Québec) and the
regulations thereunder, does not contain any misrepresentation that is likely to affect the value or the market
price of the securities to be distributed.

CIBC WORLD MARKETS INC. RBC DOMINION SECURITIES INC.

By:  (Signed) DANIEL J. DAVIAU By:  (Signed) BRUCE M. ROTHNEY
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(Inside Back Cover is a list of the following questions, with the text ‘‘REAL PEOPLE REAL
ANSWERS REAL TIME’’ running down the right hand side.

Help me find a book report on The Scarlett Letter.
What would one semester cost at Notre Dame?
Who said ‘‘all we have to fear is fear itself’’?
What does a computer engineer do?
Why is the senate called a continuous body?
How do you say Happy New Year in Latin?
What are the seven wonders of the world?
Where does the planet Neptune rise 1/17/00?
How would I find an international phone number?

I would like some help finding my sister’s e-mail address
Where can I find loony toon figures?
I need a manufacturer for bow ties in the North East.
I am looking for antique.
Where can I find the best prices on some ATVs?
Where can I purchase Swedish ??
How much is the average US long distance bill?
What are the grounds for rescinding insurance in NJ?
What is the trade off theory?
What effects has the Euro dollar had on the economics?
Where can I find mutual fund rankings?

humanizing the internet

How do I sign up with net zero?
How do I transfer ram files into wave files?
Who sells custom built athlon computers in Seattle, WA?
How do I install a floppy drive into a computer?
What object inspired the millennium falcon?
What magazines are published in Boston?
Who are the candidates running for president?
Is it true that KFC can’t use the word ‘‘chicken’’ anymore?
Who was the last supreme court justice to leave the supreme court? When is Mardi Gras?
What are the lyrics to ‘‘November Rain’’ by Guns & Roses?
What band was Frank Zappa in?
When is Hansen’s next CD coming out?
Olympics look in 2020 to 2050?
What are the rules of street hockey?

Where can I find original quilting techniques and designs?
Who was the starting lineup for the 1969 NY Knicks?
Which team has won the most super bowls?
Where can I find pictures of the human muscular system?
What is the technology that allows plastic laser surgery?
Do dogs get colds?
What is the origin or history of cervical dyslasia?
Why does a doctor leave the room when he takes x-rays of your teeth?
I am looking for top restaurants in the Virgin Islands.
Where can I find a cheap airline ticket?
What is the closest public airport to Consett, England?

www.webhelp.com)
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You should rely only on the information contained in this prospectus.  No dealer, salesperson or
other person is authorized to give information that is not contained in this prospectus.  This
prospectus is not an offer to sell nor is it seeking an offer to buy these securities in any jurisdiction
where the offer or sale is not permitted.  The information contained in this prospectus is correct only
as of the date of this prospectus, regardless of the time of the delivery of this prospectus or any sale
of these securities.

Until                               , 2000 (25 days after the commencement of the offering), all dealers that effect
transactions in these securities, whether or not participating in this offering, may be required to
deliver a prospectus.  This is in addition to the dealers’ obligation to deliver a prospectus when
acting as underwriters and with respect to their unsold allotments or subscriptions.


