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If any of the securities being registered on this Formare to be offered on
a del ayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, check the follow ng box. [ ]

If this Formis filed to register additional securities for an offering
pursuant to Rule 462(b) under the Securities Act of 1933, check the follow ng



Amazon IPO -- EDGAR S-1 3 FIN 423, Spring 1997

box and list the Securities Act registration statenment nunber of the earlier
effective registration statenent for the same offering. [ ]

If this Formis a post-effective anendnent filed pursuant to Rule 462(c)
under the Securities Act of 1933, check the followi ng box and list the
Securities Act registration statenent nunmber of the earlier effective
registration statenent for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434,
pl ease check the follow ng box. [ ]

CALCULATI ON OF REG STRATI ON FEE

PROPOSED PROPOSED
TI TLE OF EACH CLASS AMOUNT MAXI MUM MAXI MUM AMOUNT OF
OF SECURI TIES TO BE TO BE OFFERI NG PRI CE AGCREGATE REGQ STRATI ON
REG STERED REGQ STERED( 1) PER SHARE(2) OFFERI NG PRI CE(2) FEE
Common St ock, $0.01 par
val ue per share....... 2,875, 000 shares $13. 00 $37, 375, 000 $11, 326

(1) Includes 375,000 shares that the Underwiters have the option to purchase to
cover over-allotnments, if any.

(2) Estimated solely for the purpose of calculating the registration fee in
accordance with Rule 457(c).

THE REG STRANT HEREBY AMENDS THI S REG STRATI ON STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY I TS EFFECTI VE DATE UNTI L THE REG STRANT SHALL
FI LE A FURTHER AMENDMENT VWHI CH SPECI FI CALLY STATES THAT THI S REG STRATI ON
STATEMENT SHALL THEREAFTER BECOVE EFFECTI VE | N ACCORDANCE W TH SECTI ON 8(A) OF
THE SECURI TI ES ACT OF 1933 OR UNTIL THI S REG STRATI ON STATEMENT SHALL BECOVE
EFFECTI VE ON SUCH DATE AS THE COWM SSI ON, ACTI NG PURSUANT TO SAI D SECTI ON 8( A),
MAY DETERM NE.
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| NFORVATI ON CONTAI NED HEREI'N IS SUBJECT TO COVPLETI ON OR AMENDMENT. A

REGQ STRATI ON STATEMENT RELATI NG TO THESE SECURI TI ES HAS BEEN FI LED W TH THE
SECURI TI ES AND EXCHANGE COMM SSI ON.  THESE SECURI TI ES MAY NOT BE SOLD NOR
MAY OFFERS TO BUY BE ACCEPTED PRI OR TO THE Tl ME THE REG STRATI ON STATEMENT
BECOVES EFFECTI VE. THI S PROSPECTUS SHALL NOT CONSTI TUTE AN OFFER TO SELL OR
THE SCOLI CI TATION OF AN OFFER TO BUY NOR SHALL THERE BE ANY SALE OF THESE
SECURI TI ES | N ANY STATE I N WH CH SUCH OFFER, SOLI Cl TATI ON OR SALE WOULD BE
UNLAWFUL PRI OR TO THE REG STRATI ON OR QUALI FI CATI ON UNDER THE SECURI Tl ES
LAWS OF ANY SUCH STATE.

SUBJECT TO COVPLETI ON, DATED MARCH 24, 1997

2,500, 000 SHARES
COVMON STOCK

Al'l of the 2,500,000 shares of Conmpbn Stock, par value $0.01 per share (" Comon
Stock"), are being sold by Anmazon.com Inc. ("Anmmzon.cont or the "Conpany").
Prior to this offering, there has been no public nmarket for the Common Stock. It
is currently estimated that the initial public offering price will be between

$ and $ per share. See "Underwiting" for a discussion of the
factors considered in determining the initial public offering price. The Conpany
has applied to have the Conmon Stock approved for listing on the Nasdaq Nati ona
Mar ket under the synbol "AMN. "

FOR | NFORVATI ON CONCERNI NG CERTAI N RI SK FACTORS WHI CH SHOULD BE CONSI DERED BY
PROSPECTI VE | NVESTORS, SEE "Rl SK FACTORS" COVMENCI NG ON PAGE 5.

THESE SECURI TI ES HAVE NOT BEEN APPROVED COR DI SAPPROVED BY THE SECURI TI ES AND
EXCHANGE COWM SSI ON OR ANY STATE SECURI TI ES COVW SSI ON NOR HAS THE SECURI Tl ES
AND EXCHANGE COWM SSI ON OR ANY STATE SECURI TI ES COWM SSI ON PASSED UPON THE
ACCURACY OR ADEQUACY OF THI S PROSPECTUS. ANY REPRESENTATI ON TO THE CONTRARY IS A
CRI M NAL OFFENSE

PRI CE TO UNDERWRI TI NG PROCEEDS TO

PUBLI C DI SCOUNT( 1) COVPANY( 2)
Per Share $ $ $
Tot al (3) $ $ $

(1) The Conpany has agreed to indemify the Underwiters against certain
liabilities, including liabilities under the Securities Act of 1933. See
"Underwriting."

(2) Before deducting expenses estimated at $850, 000, payable by the Conpany.

(3) The Conpany has granted the Underwiters a 30-day option to purchase up to
375,000 additional shares of Common Stock solely to cover over-allotnments,

if any. If such option is exercised in full, the total Price to Public,
Underwriting Discount and Proceeds to Conpany will be $ , $
and $ , respectively. See "Underwriting."

The shares of Commobn Stock are offered by the Underwriters, subject to prior
sal e, when, as and if delivered to and accepted by them and subject to approva
of certain legal matters by counsel and certain other conditions. The
Underwriters reserve the right to withdraw, cancel or nodify such offer and to
reject orders in whole or in part. Delivery of the shares of Comron Stock

of fered hereby to the Underwiters is expected to be made in New York, New York
on or about , 1997.
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DEUTSCHE MORGAN GRENFELL

ALEX. BROWN & SONS
| NCORPORATED

HAMBRECHT & QUI ST

The date of this Prospectus is , 1997.

The Conpany has applied for federal registration of the narks "AMAZON. COM'
and "AMAZON. COM BOOKS. " Al'l other trademarks or service nmarks appearing in this
Prospectus are trademarks or service marks of the respective conpani es that
utilize them

CERTAI N PERSONS PARTI CI PATING IN THI' S OFFERI NG MAY ENGAGE | N TRANSACTI ONS
THAT STABI LI ZE, MAI NTAIN, OR OTHERW SE AFFECT THE PRI CE OF THE COVMON STOCK,
I NCLUDI NG BY ENTERI NG STABI LI ZI NG BI DS, EFFECTI NG SYNDI CATE COVERI NG
TRANSACTI ONS OR | MPOSI NG PENALTY BIDS. FOR A DESCRI PTI ON OF THESE ACTI VI TI ES,
SEE " UNDERWRI TI NG "

Except as otherwi se noted, all information in this Prospectus, including
share and per share information, (i) assumes no exercise of the Underwiters’
over-allotment option, (ii) reflects the conversion of each outstanding share of
the Conpany's Preferred Stock into six shares of Conmmon Stock upon the closing
of this offering, (iii) gives effect to a four-for-one stock split of the
Conpany' s out standi ng Cormon Stock effective Novenber 23, 1996 and a
three-for-two split of the Conpany's outstanding Conmon Stock to be effected
prior to the closing of this offering, and (iv) reflects an increase in the
aut hori zed nunber of shares of Common Stock from 25,000,000 to 100, 000, 000 and
an increase in the authorized nunber of shares of Preferred Stock from 5, 000, 000
to 10, 000,000 to be effected prior to the closing of this offering.

PROSPECTUS SUMVARY

The following summary should be read in conjunction with, and is qualified
inits entirety by, the nore detailed information and financial statements and
notes thereto appearing el sewhere in this Prospectus.

THE COVPANY

Amazon.comis the leading online retail er of books. Since opening for
busi ness as "Earth's Bi ggest Bookstore" in July 1995, the Amazon.com bookstore
has qui ckly become one of the nmpbst wi dely known, used and cited commerce sites
on the Wrld Wde Wb (the "Web"). Amazon.comstrives to offer its custoners
conpel l'i ng val ue through innovative use of technol ogy, broad sel ection
hi gh-quality content, a high | evel of customer service, conpetitive pricing and
personal i zed services. As an online bookseller, Amazon.comhas virtually
unlimted online shelf space and can offer custoners a vast selection through an
efficient search and retrieval interface. The Conpany offers nore than 2.5
mllion titles, including nost of the estimated 1.5 nillion English-Ianguage
books believed to be in print, nore than one nmillion out-of-print titles
believed likely to be in circulation and a snaller nunber of CDs, videotapes and
audi ot apes. Beyond the benefits of selection, purchasing books from Amazon. com
is nmore conveni ent than shopping in a physical bookstore because online shopping
can be done 24 hours a day and does not require a trip to a store. Furthernore,
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Amazon. comi s high inventory turnover, |lack of investnent in expensive retai
real estate and reduced personnel requirenments give it neani ngful structura
econom ¢ advantages relative to traditional booksellers.

Thr ough Decenber 31, 1996, Ammzon.com had sales of nore than $16 nmillion to
approxi nately 180,000 custonmer accounts in over 100 countries. Average daily
visits (not "hits") have grown from approxi mately 2,200 in Decenber 1995 to
approxi mately 50,000 i n Decenber 1996, and repeat customers currently account
for over 40% of orders. Tinme nmagazi ne rated Amazon.com one of the 10 "Best
Websites of 1996."

THE OFFERI NG

Common Stock offered. ... ... ... ... . . . 2,500, 000 shares
Conmon Stock to be outstanding after this offering......... 22,954,534
shares(1)

Use of proceeds. ... ... ... For working capita

and ot her genera
cor porate purposes.
Proposed Nasdag National Market symbol..................... AMZN

(1) Excludes 3,052,974 shares and 264, 000 shares of Common Stock issuabl e upon
exerci se of options outstanding at February 28, 1997 under the Conpany's
Amended and Restated 1994 Stock Option Plan (the "1994 Stock Option Plan")
and outside the 1994 Stock Option Plan, respectively, at a weighted average
exercise price of $1.23 per share. See "Managenent -- Enployee Benefit
Pl ans" and Note 3 of Notes to Financial Statenments.

SUMVARY FI NANCI AL DATA
(I'n thousands, except per share data)

FOR THE PERI OD YEAR ENDED QUARTER ENDED
FROM JULY 5, 1994 - - o mmmmm oo m ot m oo e m o oot o e i
(INCEPTION) TO  DECEMBER 31, DECEMBER 31, MARCH 31, JUNE 30, SEPTEMBER 30, DECEMBER 31,

DECEMBER 31, 1994 1995 1996 1996 1996 1996 1996

STATEMENT OF OPERATI ONS

DATA:
Net sales.............. $ -- $ 511 $ 15,746 $ 875 $2, 230 $ 4,173 $ 8,468
Loss from operations... (52) (304) (5,979) (336) (776) (2,472) (2,395)
Net 10SS............... (52) (303) (5, 777) (331) (767) (2, 380) (2,299)
Net | oss per share(1)... (0.00) (0.02) (0. 26) (0.02) (0.04) (0.10) (0.10)
Shares used in

conputation of net

| oss per share(1).... 17,577 18, 780 22,543 22,098 22,279 22,897 22,899
AT DECEMBER 31, 1996

ACTUAL AS ADJUSTED( 2)

BALANCE SHEET DATA:
Cash and cash equival BNt S. .. ... . $ 6,248 $ 35,623
VOrKiNg capi tal . ..o 2,270 31, 645
Total ASSelS. .. s 8,271 37, 646
Stockhol der s’ equi ty. . ..o 3,401 32,776

(1) See Note 1 of Notes to Financial Statenents for information concerning the
determ nation of net |oss per share.

(2) Adjusted to give effect to the sale by the Conpany of the shares of Common
Stock offered hereby at an assuned initial public offering price of $13.00
per share and after deducting the estimated underwiting di scount and
of fering expenses, and the receipt of the net proceeds therefrom See "Use
of Proceeds" and "Capitalization."
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THE COVPANY

Amazon.comis the leading online retail er of books. Since opening for
busi ness as "Earth's Bi ggest Bookstore" in July 1995, the Amazon.com bookstore
has qui ckly become one of the nmobst wi dely known, used and cited commerce sites
on the Wb. By offering custoners an authoritative selection of nore than 2.5
mllion titles, as well as conpetitive pricing and outstandi ng custoner service,
Amazon. com bel i eves it has achi eved a preem nent position anmong online
retailers.

Custoners enter the Ammzon. com bookstore through the Conpany's Wb site
and, in addition to ordering books, can conduct targeted searches, browse from
among hi ghlighted sel ections, bestsellers and other features, read and post
reviews, register for personalized services, participate in pronotions and check
order status. Custoners sinply click on a button to add books to their virtua
shoppi ng baskets. Custoners can add and subtract books fromtheir shopping
baskets as they browse, prior to making a final purchase decision, just as in a
physi cal store. To execute orders, customers click on the buy button and are
pronpted to supply shipping and credit card details. Custoners are offered a
variety of delivery services, including overnight and various internationa
shi pping options, as well as giftwapping.

The worl dwi de book industry is large, growing and relatively fragmented.
According to Eurononitor, U S. book sales were estinmated to be approxi mately $26
billion in 1996 and are expected to grow to approximately $30 billion in 2000,
whi l e worl dwi de book sal es were estimated at approximately $82 billion in 1996
and are expected to grow to approximately $90 billion in 2000.

Amazon. com was founded to capitalize on the opportunity for online book
retailing. The Company believes that the retail book industry is particularly
suited to online retailing for many conpel ling reasons. An online bookseller has
virtually unlimted online shelf space and can offer custoners a vast selection
t hrough an efficient search and retrieval interface. This is particularly
val uabl e in the book narket because the extraordinary nunber of different itens
precl udes even the | argest physical bookstore from economically stocking nore
than a small mnority of available titles. In addition, by serving a | arge and
gl obal market through centralized distribution and operations, online
booksel l ers can realize significant structural cost advantages relative to
traditional booksellers. Furthernore, unlike with clothing or other persona
products, consuners can nmake educat ed book purchase deci sions using online
i nfornmati on. Books can be sel ected and sanpl ed effectively through online
synopses, excerpts and reviews and have consistent quality across different
retailers. In addition, the denmographic overlap between frequent book buyers and
Internet users is high. Further, online bookselling has the potential to
elimnate or mtigate critical inefficiencies and problens faced by book
publ i shers.

Amazon. comintends to use technology to deliver an outstanding service
of fering and to achieve the significant econom es inherent in the online store
nodel . The Conpany's strategy is to build strong brand recognition, custoner
loyalty and supplier relationships, while creating an econom ¢ nodel that is
superior to that of the capital and real estate intensive traditional book
retailing business.

The Conpany has grown rapidly since first opening its bookstore. Through
Decenber 31, 1996, Anmazon.com had sales of nore than $16 mllion to
approxi mately 180, 000 custonmer accounts in over 100 countries. Compounded
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quarterly sales growth exceeded 100% fromthe first to the fourth quarter of
1996. Average daily visits (not "hits") have grown from approxi mately 2,200 in
December 1995 to approxi mately 50,000 in Decenmber 1996, and repeat custoners
account for over 40% of orders. Tine magazi ne rated Amazon.com one of the 10
"Best Websites of 1996." Growth rates experienced to date are not sustainable
See "Risk Factors -- Limted Operating Hi story; Accunulated Deficit; Anticipated
Losses. "

The Conpany was incorporated in Washington in July 1994 and rei ncor por at ed
in Delaware in June 1996. The Conpany's headquarters are |ocated at 1516 Second
Avenue, 4th Floor, Seattle, Washington 98101. Its tel ephone nunber at that
location is (206) 622-2335. Information contained on the Conmpany's Wb site wll
not be deened to be a part of this Prospectus. As used herein, "titles" offered
by the Conpany neans the nunber of items offered in the Conpany's catal og and
i ncludes primarily books but also a small nunber of CDs, videotapes and
audi ot apes.

Rl SK FACTCORS

In addition to the other information contained in this Prospectus,
i nvestors should carefully consider the following risk factors before naking an
i nvest ment deci si on concerning the Common Stock. Al statements, trend anal ysis
and other information contained in this Prospectus relative to markets for the
Conpany's products and trends in net sales, gross nargin and antici pated expense
| evel s, as well as other statenments including words such as "anticipate,"
"believe," "plan," "estimate," "expect" and "intend" and other simlar
expressions, constitute forward-1ooking statements. These forward-| ooking
statements are subject to business and economnmic risks, and the Company's actua
results of operations may differ materially fromthose contained in the
forwar d-1 ooki ng statenents.

LI M TED OPERATI NG HI STORY; ACCUMULATED DEFI CI T; ANTI Cl PATED LOSSES. The
Conpany was founded in July 1994 and began selling books on its Wb site in July
1995. Accordingly, the Conpany has a linted operating history on which to base
an eval uation of its business and prospects. The Conpany's prospects nust be
considered in light of the risks, expenses and difficulties frequently
encountered by conpanies in their early stage of devel opnent, particularly
conpanies in new and rapidly evol ving nmarkets such as online comerce. Such
risks for the Conpany include, but are not limted to, an evolving and
unpr edi ct abl e busi ness nodel and the management of growth. To address these
ri sks, the Conpany nust, anbng other things, mamintain and increase its custoner
base, inplement and successfully execute its business and marketing strategy,
continue to devel op and upgrade its technol ogy and transacti on-processing
systens, inprove its Wb site, provide superior custoner service and order
fulfillment, respond to conpetitive devel opnents, and attract, retain and
notivate qualified personnel. There can be no assurance that the Conpany wll be
successful in addressing such risks, and the failure to do so could have a
mat eri al adverse effect on the Conpany's business, prospects, financia
condition and results of operations.

Since inception, the Conpany has incurred significant |osses, and as of
Decenber 31, 1996 had an accumul ated deficit of $6.0 mllion. The Conpany
believes that its success will depend in large part on its ability to (i) extend
its brand position, (ii) provide its custoners wi th outstanding value and a
superior shopping experience, and (iii) achieve sufficient sales volune to
realize econonies of scale. Accordingly, the Conpany intends to invest heavily
in marketing and pronotion, site devel opment and technol ogy and operating
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i nfrastructure devel opnment. The Conpany al so intends to offer attractive pricing
programs, which will reduce its gross margi ns. Because the Conmpany has
relatively | ow product gross margins, achieving profitability given planned

i nvest nent | evel s depends upon the Conpany's ability to generate and sustain
substantially increased revenue |levels. As a result, the Conpany believes that

it will incur substantial operating |osses for the foreseeable future, and that
the rate at which such losses will be incurred will increase significantly from
current levels. Al though the Company has experienced significant revenue growh
in recent periods, such growmh rates are not sustainable and will decrease in
the future. In view of the rapidly evolving nature of the Conpany's busi ness and
its limted operating history, the Conpany believes that period-to-period
conparisons of its operating results are not necessarily neani ngful and shoul d
not be relied upon as an indication of future performance. See "Managenent's

Di scussion and Anal ysis of Financial Condition and Results of Operations.™

The Conpany expects to use a portion of the net proceeds of this offering
to fund its operating |osses. If such net proceeds, together with cash generated
by operations, are insufficient to fund future operating | osses, the Company may
be required to raise additional funds. There can be no assurance that such
financing will be available in anbunts or on terns acceptable to the Conpany, if
at all.

UNPREDI CTABI LI TY OF FUTURE REVENUES; POTENTI AL FLUCTUATI ONS | N QUARTERLY
OPERATI NG RESULTS; SEASONALITY. As a result of the Company's linmted operating
hi story and the emerging nature of the narkets in which it conpetes, the Conpany
is unable to accurately forecast its revenues. The Conpany's current and future
expense |l evels are based largely on its investnent plans and estimtes of future
revenues and are to a large extent fixed. Sales and operating results generally
depend on the volunme of, timng of and ability to fulfill orders received, which
are difficult to forecast. The Conpany may be unable to adjust spending in a
tinmely manner to conpensate for any unexpected revenue shortfall. Accordingly,
any significant shortfall in revenues in relation to the Conpany's planned
expendi tures woul d have an i nmedi ate adverse effect on the Conpany's business,
prospects, financial condition and results of operations. Further, as a strategic
response to changes in the conpetitive environnent, the Conpany may fromtine to
tinme make certain pricing, service or marketing decisions that could have a
mat eri al adverse effect on its business, prospects, financial condition and
results of operations. See "Business -- Competition."

The Conpany expects to experience significant fluctuations in its future
quarterly operating results due to a variety of factors, many of which are
out side the Conpany's control. Factors that may adversely affect the Conpany's
quarterly operating results include (i) the Conpany's ability to retain existing
custoners, attract new customers at a steady rate and nmintain customner
satisfaction, (ii) the Conpany's ability to nmanage inventory and fulfill ment
operations and maintain gross margins, (iii) the announcenment or introduction of
new sites, services and products by the Company and its conpetitors, (iv) price
conpetition or higher wholesale prices in the industry, (v) the |level of use of
the Internet and online services and increasi ng consuner acceptance of the
Internet and other online services for the purchase of consuner products such as
t hose offered by the Conpany, (vi) the Conpany's ability to upgrade and devel op
its systems and infrastructure and attract new personnel in a tinmely and
ef fective manner, (vii) the level of traffic on the Conpany's Wb site, (viii)
technical difficulties, systemdowntine or Internet brownouts, (ix) the anpount
and timng of operating costs and capital expenditures relating to expansion of
t he Conpany's busi ness, operations and infrastructure, (x) the nunber of popul ar
books introduced during the period, (xi) the |Ievel of nerchandise returns
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experi enced by the Conpany, (xii) governmental regulation, and (xiii) genera
econom ¢ conditions and economc conditions specific to the Internet, online
conmer ce and the book industry.

The Conpany expects that it will experience seasonality in its business,
refl ecting a conbinati on of seasonal fluctuations in Internet usage and
traditional retail seasonality patterns. Internet usage and the rate of Internet
grom h may be expected to decline during the sumer. Further, sales in the
traditional retail book industry are significantly higher in the fourth cal endar
quarter of each year than in the preceding three quarters.

Due to the foregoing factors, in one or nore future quarters the Conpany's
operating results may fall below the expectations of securities analysts and
i nvestors. In such event, the trading price of the Cormon Stock would |ikely be
materially adversely affected.

Rl SK OF CAPACI TY CONSTRAI NTS; RELI ANCE ON | NTERNALLY DEVELOPED SYSTEMS;
SYSTEM DEVELOPMENT RI SKS. A key el ement of the Conpany's strategy is to generate
a high volunme of traffic on, and use of, its Wb site. Accordingly, the
sati sfactory performance, reliability and availability of the Conpany's Wb
site, transaction-processing systems and network infrastructure are critical to
the Conpany's reputation and its ability to attract and retain custonmers and
mai nt ai n adequat e custoner service |levels. The Conpany's revenues depend on the
nunber of visitors who shop on its Wb site and the volunme of orders it
fulfills. Any systeminterruptions that result in the unavailability of the
Conpany's Web site or reduced order fulfillnent perfornance would reduce the
vol ume of goods sold and the attracti veness of the Conpany's product and service
of feri ngs. The Conpany has experienced periodic systeminterruptions, which it
believes will continue to occur fromtine to tinme. Any substantial increase in
the volunme of traffic on the Conpany's Wb site or the nunber of orders placed
by customers will require the Conpany to expand and upgrade further its
t echnol ogy, transaction-processing systens and network infrastructure. There can
be no assurance that the Conmpany will be able to accurately project the rate or
timng of increases, if any, in the use of its Wb site or tinely expand and
upgrade its systems and infrastructure to accomobdate such increases.

The Conpany uses an internally devel oped systemfor its Wb site, search
engi ne and substantially all aspects of transaction processing, including order
managenent, cash and credit card processing, purchasing, inventory nanagenent
and shi pping. The systemis not integrated with the remainder of the Conpany's
accounting and financial systens. To date, devel opnent efforts for the Conpany's
transacti on- processi ng system have focused primarily on support for rapid growth
of order volume and custoner service, and |less on traditional accounting,
control and reporting aspects of system devel opnent. As a result, the Conpany's
current managenent information system which produces frequent operationa
reports, is inefficient with respect to traditional accounting-oriented
reporting and requires a significant amount of nanual effort to prepare
i nformati on for financial and accounting reporting. This may make it difficult
for managenent to obtain accurate financial statenments and reporting information
on a tinely basis. The Conpany intends to upgrade and expand its
transacti on-processing systens and to integrate newy devel oped and/ or purchased
nmodul es with its existing systens in order to inprove its accounting, contro
and reporting methods and support increased transaction volunme. The Conpany's
inability to add additional software and hardware or to devel op and upgrade
further its existing technol ogy, transaction-processing systens or network
infrastructure to accommpdate increased traffic on its Wb site or increased
sal es volume through its transacti on-processi ng systens nay cause unanti ci pated
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system di sruptions, slower response tines, degradation in |evels of custoner
service, inmpaired quality and speed of order fulfillment, and delays in
reporting accurate financial information. In addition, although the Conpany
works to prevent unauthorized access to Conpany data, it is inpossible to
conpletely elimnate this risk. There can be no assurance that the Conpany wl|
be able in a tinely manner to effectively upgrade and expand its

transacti on-processing systemor to integrate smothly any newly devel oped or
purchased nodules with its existing systens. Any inability to do so would have a
mat eri al adverse effect on the Conpany's business, prospects, financia

condition and results of operations. See "Business -- Technol ogy."

Rl SK OF SYSTEM FAI LURE; SI NGLE SI TE AND ORDER | NTERFACE. The Conpany's
success, in particular its ability to successfully receive and fulfill orders
and provide high-quality custoner service, |largely depends on the efficient and
uni nterrupted operation of its conputer and comuni cati ons hardware systens.
Substantially all of the Conpany's conputer and comunications hardware is
| ocated at a single leased facility in Seattle, Washington. The Company's
systens and operations are vul nerable to danage or interruption fromfire,
flood, power |oss, telecomrunications failure, break-ins, earthquake and sinmlar
events. The Conpany does not presently have redundant systens or a fornal
di saster recovery plan and does not carry sufficient business interruption
i nsurance to conpensate it for |osses that may occur. Despite the inplenmentation
of network security neasures by the Conpany, its servers are vulnerable to
conputer viruses, physical or electronic break-ins and simlar disruptions,
which could lead to interruptions, delays, |oss of data or the inability to

accept and fulfill customer orders. The occurrence of any of the foregoing risks
could have a material adverse effect on the Conpany's business, prospects,
financial condition and results of operations. See "Business -- Facilities" and
"-- Technol ogy. "

MANAGEMENT OF POTENTI AL GROMH;, NEW MANAGEMENT TEAM LIM TED SENI OR
MANAGEMENT RESOURCES. The Conpany has rapidly and significantly expanded its
operations, and anticipates that further significant expansion will be required
to address potential growth in its custoner base and narket opportunities. This
expansi on has placed, and is expected to continue to place, a significant strain
on the Conpany's nmanagenent, operational and financial resources. From January
1, 1996 to Decenber 31, 1996, the Conpany expanded from 11l to 151 enpl oyees. The
majority of the Conpany's senior managenent joined the Conpany within the |ast
four nmonths, and sone officers have no prior senior managenent experience at
public conpani es. The Conpany's new enpl oyees include a nunber of key
manageri al, technical and operati ons personnel who have not yet been fully
integrated into the Conpany, and the Conpany expects to add additional key
personnel in the near future. In particular, the Conpany intends to hire a Chief
Information O ficer to manage the operation, devel opnment and enhancenent of its
Informati on system To manage the expected growmh of its operations and
personnel, the Conmpany will be required to inprove existing and inplement new
transacti on- processi ng, operational and financial systems, procedures and
controls, and to expand, train and manage its already grow ng enpl oyee base. The
Conpany also will be required to expand its finance, administrative and
operations staff. Further, the Conpany's nanagenent will be required to naintain
and expand its relationships with various distributors and publishers, freight
conpani es, other Wb sites and other Wb service providers, Internet and ot her
online service providers and other third parties necessary to the Company's
busi ness. There can be no assurance that the Conpany's current and pl anned
personnel, systens, procedures and controls will be adequate to support the
Conpany's future operations, that nmanagerment will be able to hire, train,
retain, notivate and manage required personnel or that Conpany management wil |
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be able to successfully identify, nanage and exploit existing and potentia
mar ket opportunities. |If the Conpany is unable to manage growh effectively, its

busi ness, prospects, financial condition and results of operations will be
materially adversely affected. See "Managenent's Di scussion and Anal ysis of
Fi nanci al Condition and Results of Operations" and "Business -- Enpl oyees."

DEPENDENCE ON CONTI NUED GROMH OF ONLI NE COMWERCE. The Company's future
revenues and any future profits are substantially dependent upon the w despread
acceptance and use of the Internet and other online services as an effective
medi um of comerce by consuners. Rapid growh in the use of and interest in the
Internet, the Wb and online services is a recent phenonenon, and there can be
no assurance that acceptance and use will continue to develop or that a
sufficiently broad base of consuners will adopt, and continue to use, the
Internet and other online services as a nmedium of comerce. Demand and mar ket
acceptance for recently introduced services and products over the Internet are
subject to a high level of uncertainty and there exist few proven services and
products. The Conpany relies on consunmers who have historically used traditiona
means of comrerce to purchase merchandi se. For the Company to be successful
t hese consuners nust accept and utilize novel ways of conducting busi ness and
exchangi ng i nformation.

In addition, the Internet and other online services may not be accepted as
a viable comercial nmarketplace for a number of reasons, including potentially
i nadequat e devel opnent of the necessary network infrastructure or del ayed
devel opnent of enabling technol ogi es and perfornmance i nprovenents. To the extent
that the Internet and other online services continue to experience significant
growmh in the nunmber of users, their frequency of use or an increase in their
bandwi dt h requirements, there can be no assurance that the infrastructure for
the Internet and online services will be able to support the demands pl aced upon
them In addition, the Internet or other online services could |ose their
viability due to delays in the devel opnent or adopti on of new standards and
protocols required to handle increased |evels of Internet activity, or due to
i ncreased governmental regulation. Changes in or insufficient availability of
t el ecomuni cati ons services to support the Internet or other online services
al so could result in slower response tines and adversely affect usage of the
Internet and other online services generally and Anazon.comin particular. If
use of the Internet and other online services does not continue to grow or grows
nore slowy than expected, if the infrastructure for the Internet and other
online services does not effectively support growh that may occur, or if the
Internet and other online services do not beconme a viable comercia
mar ket pl ace, the Conpany's busi ness, prospects, financial condition and results
of operations would be materially adversely affected.

RAPI D TECHNOLOG CAL CHANGE. To remain conpetitive, the Conpany nust
continue to enhance and inprove the responsiveness, functionality and features
of the Ammzon.comonline store. The Internet and the online conmerce industry
are characterized by rapid technol ogi cal change, changes in user and custoner
requi renents and preferences, frequent new product and service introductions
enbodyi ng new technol ogi es and the enmergence of new i ndustry standards and
practices that could render the Conpany's existing Wb site and proprietary
technol ogy and systens obsol ete. The Conpany's success will depend, in part, on
its ability to license | eading technol ogies useful in its business, enhance its
exi sting services, devel op new services and technol ogy that address the
i ncreasingly sophisticated and varied needs of its prospective custoners, and
respond to technol ogi cal advances and energing industry standards and practices
on a cost-effective and tinely basis. The devel opment of Wb site and ot her
proprietary technology entails significant technical and business risks. There
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can be no assurance that the Conpany will successfully use new technol ogi es
effectively or adapt its Wb site, proprietary technol ogy and transacti on-
processi ng systens to customer requirements or emerging i ndustry standards. If
the Conpany is unable, for technical, legal, financial or other reasons, to adapt
inatinely manner in response to changing nmarket conditions or custoner

requi renents, its business, prospects, financial condition and results of
operations would be materially adversely affected. See "Business -- Technol ogy."

DEPENDENCE ON KEY PERSONNEL; NEED FOR ADDI TI ONAL PERSONNEL. The Conpany's
performance is substantially dependent on the continued services and on the
performance of its senior nanagenent and ot her key personnel, particularly
Jeffrey P. Bezos, its President, Chief Executive Oficer and Chairnman of the
Board. The Conpany's performance al so depends on the Conpany's ability to retain
and notivate its other officers and key enpl oyees. The | oss of the services of
any of its executive officers or other key enployees could have a materia
adverse effect on the Conmpany's busi ness, prospects, financial condition and
results of operations. The Conpany does not have | ong-term enpl oynent agreenents
with any of its key personnel and naintains no "key person" life insurance
policies. The Conpany's future success al so depends on its ability to identify,
attract, hire, train, retain and notivate other highly skilled technical
managerial, editorial, nerchandising, marketing and custoner service personnel
Conpetition for such personnel is intense, and there can be no assurance that
the Conpany will be able to successfully attract, assimlate or retain
sufficiently qualified personnel. In particular, the Conpany has encountered
difficulties in attracting a sufficient nunber of qualified software devel opers
for its Wb site and transacti on-processing systens, and there can be no
assurance that the Conmpany will be able to retain and attract such devel opers.
The failure to retain and attract the necessary technical, manageri al
editorial, merchandi sing, marketing and customer service personnel could have a
mat eri al adverse effect on the Conpany's business, prospects, financia
condition and results of operations. See "Business -- Enpl oyees" and
" Managenent . "

ONLI NE COMMERCE SECURI TY RISKS. A significant barrier to online comerce
and comuni cations is the secure transm ssion of confidential information over
public networks. The Conpany relies on encryption and authentication technol ogy
licensed fromthird parties to provide the security and authentication necessary
to effect secure transmission of confidential information, such as custoner
credit card nunbers. There can be no assurance that advances in computer
capabilities, new discoveries in the field of cryptography, or other events or
devel opnents will not result in a conprom se or breach of the algorithns used by
t he Conpany to protect customer transaction data. If any such conprom se of the
Conpany's security were to occur, it could have a material adverse effect on the
Conpany' s reputation, business, prospects, financial condition and results of
operations. A party who is able to circumvent the Conpany's security measures
could m sappropriate proprietary information or cause interruptions in the
Conpany's operations. The Conpany may be required to expend significant capita
and other resources to protect against such security breaches or to alleviate
probl ens caused by such breaches. Concerns over the security of the Internet and
other online transactions and the privacy of users may also inhibit the growth
of the Internet and other online services generally, and the Wb in particular
especially as a means of conducting conmercial transactions. To the extent that
activities of the Conpany or third-party contractors involve the storage and
transm ssion of proprietary information, such as credit card nunbers, security
breaches coul d damage the Conpany's reputation and expose the Conpany to a risk
of loss or litigation and possible liability. There can be no assurance that the
Conpany's security measures will prevent security breaches or that failure to
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prevent such security breaches will not have a naterial adverse effect on the
Conpany' s busi ness, prospects, financial condition and results of operations.
See "Busi ness -- Technol ogy."

COVPETI TION. The online commerce narket, particularly over the Internet, is
new, rapidly evolving and intensely conpetitive, which conpetition the Conpany
expects to intensify in the future. Barriers to entry are mininmal, and current
and new conpetitors can launch new sites at a relatively [ow cost. In addition,
the retail book industry is intensely conpetitive. The Conpany currently or
potentially conpetes with a variety of other conpanies. These competitors
include (i) various online booksellers and vendors of other infornmation-based
products such as CDs and vi deot apes, including Book Stacks Unlimted, Inc., a
subsidiary of CUC International, Inc. ("CUC'), (ii) a nunber of indirect
conpetitors that specialize in online commerce or derive a substantial portion
of their revenues fromonline comerce, including Anerica Online, Inc. ("ACQL")
and M crosoft Corporation, through which other bookstores may offer products,
and (iii) retail vendors of books, music and videotapes, including |arge
specialty booksellers, with significant brand awareness, sales volune and
custonmer bases, such as Barnes & Noble, Inc. ("B&N') and Borders Group, Inc
("Borders"). Both B&N and Borders have announced their intention to devote
substantial resources to online conmerce in the near future and B&N
specifically, has entered into a relationship with ACL through which, beginning
in March 1997, it offers a broad selection of titles at discounted prices.

The Conpany believes that the principal conpetitive factors in its narket
are brand recognition, selection, personalized services, convenience, price,
accessibility, custoner service, quality of search tools, quality of editoria
and other site content and reliability and speed of fulfillnent. Many of the
Conpany's current and potential conpetitors have | onger operating histories,
| arger custoner bases, greater brand recognition and significantly greater
financial, marketing and other resources than the Conmpany. In addition, online
retailers nmay be acquired by, receive investnents fromor enter into other
commercial relationships with larger, well-established and well-financed
conpani es as use of the Internet and other online services increases. Certain of
t he Conpany's conpetitors may be able to secure nerchandi se fromvendors on nore
favorabl e terms, devote greater resources to nmarketing and pronotiona
canpai gns, adopt nore aggressive pricing or inventory availability policies and
devote substantially nmore resources to Wb site and systens devel opnent than the
Conpany. Increased conpetition may result in reduced operating nargins, |oss of
mar ket share and a di m ni shed brand franchi se. There can be no assurance that
the Conpany will be able to conpete successfully against current and future
conpetitors, and conpetitive pressures faced by the Conpany may have a materia
adverse effect on the Conpany's business, prospects, financial condition and
results of operations. Further, as a strategic response to changes in the
conpetitive environment, the Conpany may fromtinme to time nake certain pricing,
service or marketing decisions or acquisitions that could have a materia
adverse effect on its business, prospects, financial condition and results of
operations. New technol ogi es and t he expansi on of existing technol ogi es nay
i ncrease the conpetitive pressures on the Conpany. For exanple, client-agent
applications that select specific titles froma variety of Wb sites may channe
custoners to online booksellers that conpete with the Conpany. In addition
conpani es that control access to transactions through network access or Wb
browsers coul d pronote the Conpany's conpetitors or charge the Conpany a
substantial fee for inclusion. See "Business -- Conpetition."

RELI ANCE ON CERTAI N SUPPLI ERS. The Conpany purchases a substantial majority
of its products fromtwo nmajor vendors, |ngram Book Group ("lIngram') and Baker &



Amazon IPO -- EDGAR S-1 15 FIN 423, Spring 1997

Taylor, Inc. ("B&T"). Ingramis the single |argest supplier and accounted for
59% of the Company's inventory purchases in 1996. The Conpany carries m ninal
inventory and relies to a large extent on rapid fulfillment fromthese and ot her
vendors. The Company has no long-termcontracts or arrangenents with any of its
vendors that guarantee the availability of nmerchandi se, the continuation of
particul ar paynent terns or the extension of credit Iimts. There can be no
assurance that the Conmpany's current vendors will continue to sell nerchandise
to the Conpany on current terms or that the Conmpany will be able to establish
new or extend current vendor relationships to ensure acquisition of nmerchandise
inatinely and efficient nanner and on acceptable commercial terns. If the
Conpany were unable to devel op and maintain relationships with vendors that
would allow it to obtain sufficient quantities of nerchandi se on acceptable
commercial terms, its business, prospects, financial condition and results of
operations would be naterially adversely affected. See "Business -- Warehousing
and Ful fillnment."

Rl SKS ASSOCI ATED W TH ENTRY | NTO NEW BUSI NESS AREAS. The Conpany may choose
to expand its operations by devel opi ng new Wb sites, pronoting new or
conpl ementary products or sales formats, expanding the breadth and depth of
products and services offered or expanding its narket presence through
relationships with third parties. In addition, the Conpany may pursue the
acqui sition of new or conpl enentary busi nesses, products or technol ogies,
al t hough it has no present understandi ngs, comitnents or agreements with
respect to any material acquisitions or investnments. There can be no assurance
that the Conpany woul d be able to expand its efforts and operations in a
cost-effective or tinely nmanner or that any such efforts would increase overal
mar ket acceptance. Furthernore, any new business or Wb site |launched by the
Conpany that was not favorably received by consuners coul d damage t he Conpany's
reputation or the Amazon.com brand. Expansion of the Conpany's operations in
this manner woul d al so require significant additional expenses and devel opnent,
operations and editorial resources and would strain the Conmpany's managenent,
financial and operational resources. The |ack of market acceptance of such
efforts or the Conpany's inability to generate satisfactory revenues from such
expanded services or products to offset their cost could have a material adverse
ef fect on the Conpany's busi ness, prospects, financial condition and results of
operations.

TRADEMARKS AND PROPRI ETARY RI GHTS. The Conpany regards its copyrights,
service marks, trademarks, trade dress, trade secrets and simlar intellectua
property as critical to its success, and relies on trademark and copyright |aw,
trade secret protection and confidentiality and/or |icense agreenents with its
enpl oyees, customers, partners and others to protect its proprietary rights. The
Conpany pursues the registration of its trademarks and service marks in the U S
and internationally, and has applied for the registration of certain of its
trademarks and service nmarks. Effective trademark, service mark, copyright and
trade secret protection may not be available in every country in which the
Conpany's products and services are nmade avail able online. The Conpany has
licensed in the past, and expects that it may license in the future, certain of
its proprietary rights, such as trademarks or copyrighted material, to third
parties. Wiile the Conpany attenpts to ensure that the quality of its brand is
mai nt ai ned by such |icensees, there can be no assurance that such |icensees wl|
not take actions that might materially adversely affect the value of the
Conpany's proprietary rights or reputation, which could have a material adverse
ef fect on the Conpany's busi ness, prospects, financial condition and results of
operations. There can be no assurance that the steps taken by the Conpany to
protect its proprietary rights will be adequate or that third parties will not
infringe or msappropriate the Conpany's copyrights, trademarks, trade dress and



Amazon IPO -- EDGAR S-1 16 FIN 423, Spring 1997

simlar proprietary rights. In addition, there can be no assurance that other
parties will not assert infringement clains against the Company. The Comnpany has
been subject to clainms and expects to be subject to | egal proceedings and cl ai ns
fromtinme to tinme in the ordinary course of its business, including clains of

al l eged infringenment of the tradenarks and other intellectual property rights of
third parties by the Conpany and its |icensees. Such clains, even if not
meritorious, could result in the expenditure of significant financial and
manageri al resources. The Conpany is not currently aware of any |ega

proceedi ngs pendi ng against it. The Conpany has received notice fromB&N of an
all eged claim See "Business -- Intellectual Property."

GOVERNMENTAL REGULATI ON AND LEGAL UNCERTAI NTI ES. The Conpany is not
currently subject to direct regulation by any donestic or foreign governnental
agency, other than regul ati ons applicable to busi nesses generally, and |aws or
regul ations directly applicable to access to online comerce. However, due to
the increasing popularity and use of the Internet and other online services, it
is possible that a nunmber of |aws and regul ati ons may be adopted with respect to
the Internet or other online services covering i ssues such as user privacy,
pricing, content, copyrights, distribution and characteristics and quality of
products and services. Furthernore, the growth and devel opnent of the narket for
online comrerce may pronpt calls for nore stringent consuner protection | aws
that may inpose additional burdens on those compani es conducting busi ness
online. The adoption of any additional |aws or regul ations nay decrease the
growm h of the Internet or other online services, which could, in turn, decrease
the demand for the Conmpany's products and services and increase the Conpany's
cost of doing business, or otherw se have an adverse effect on the Conpany's
busi ness, prospects, financial condition and results of operations. Moreover, the
applicability to the Internet and other online services of existing laws in
various jurisdictions governing issues such as property ownership, sales tax,

i bel and personal privacy is uncertain and nay take years to resolve. Any such
new | egi sl ation or regulation, the application of |aws and regul ati ons from
jurisdictions whose |aws do not currently apply to the Conpany's business, or the
application of existing |laws and regulations to the Internet and other online
services could have a naterial adverse effect on the Conpany's business,
prospects, financial condition and results of operations.

SALES TAX COLLECTI ON. The Conpany does not currently collect sales or other
simlar taxes in respect of shipnents of goods into states other than
Washi ngt on. However, one or nore states may seek to i npose sales tax collection
obligations on out-of-state conpani es such as the Conpany whi ch engage in online
conmerce. In addition, any new operation in states outsi de Washi ngton coul d
subj ect shipments into such states to state sales taxes. A successful assertion
by one or nore states or any foreign country that the Conpany shoul d coll ect
sales or other simlar taxes on the sale of merchandi se could have a nateria
adverse effect on the Conmpany's busi ness, prospects, financial condition and
results of operations.

CONTROL OF THE COWVPANY. | nmedi ately upon conpletion of this offering, the
out st andi ng Cormmon Stock will be beneficially owed approxi nately 43% by Jeffrey
P. Bezos, the Conmpany's President, Chief Executive Oficer and Chairnan of the
Board, and 10% by nenbers of M. Bezos' famly and trusts controlled by nmenbers
of M. Bezos' family (42% and 10% respectively, if the over-allotment option is
exercised in full). The above persons and entities will hold an aggregate of
approxi nately 53% of the outstanding voting power of the Conpany i mediately
upon conpletion of this offering. As a result, upon conpletion of this offering,
the Bezos famly will be able to (i) elect, or defeat the el ection of, any of
t he Conpany's directors, (ii) amend or prevent anendment of the Conpany's
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Restated Certificate of Incorporation or Bylaws, or (iii) effect or prevent a
nerger, sale of assets or other corporate transaction, and the Conpany's public
stockhol ders, for so long as they hold |l ess than 50% of the outstanding voting
power of the Conpany, will not be able to control the outcome of such
transactions. The extent of ownership by the Bezos fam |y may have the effect of
preventing a change in control of the Conpany or discouraging a potentia
acquirer frommaking a tender offer or otherw se attenpting to obtain control of
t he Conpany, which in turn could have an adverse effect on the market price of

t he Common Stock. See "Managenent," "Certain Transactions" and "Principa

St ockhol ders. "

NO PRI OR PUBLI C MARKET; PGSSI BLE VOLATILITY OF STOCK PRI CE. The trading
price of the Common Stock is likely to be highly volatile and coul d be subject
to wide fluctuations in response to factors such as actual or anticipated
variations in quarterly operating results, announcenents of technol ogica
i nnovati ons, new sales fornats or new products or services by the Conpany or its
conpetitors, changes in financial estinmates by securities analysts, conditions
or trends in the Internet and online comerce industries, changes in the market
val uati ons of other Internet, online service or retail companies, announcenents
by the Company of significant acquisitions, strategic partnerships, joint
ventures or capital commitnents, additions or departures of key personnel, sales
of Common Stock and other events or factors, many of which are beyond the
Conpany's control. In addition, the stock market in general, and the Nasdaq
Nati onal Market and the market for Internet-related and technol ogy companies in
particul ar, has experienced extrene price and volunme fluctuations that have
often been unrel ated or disproportionate to the operating performnce of such
conpani es. The trading prices of nmany technol ogy conpani es' stocks are at or
near historical highs and reflect price earnings ratios substantially above
historical |evels. There can be no assurance that these trading prices and price
earnings ratios will be sustained. These broad market and industry factors nay
materially and adversely affect the nmarket price of the Common Stock, regardless
of the Conpany's operating performance. In the past, follow ng periods of
volatility in the market price of a conpany's securities, securities
class-action litigation has often been instituted agai nst such conmpany. Such
litigation, if instituted, could result in substantial costs and a diversion of
managenent's attenti on and resources, which would have a naterial adverse effect
on the Conpany's business, prospects, financial condition and results of
operations.

SHARES ELI d BLE FOR FUTURE SALE. Sal es of substantial ampunts of the
Conpany's Conmmon Stock in the public market after this offering could adversely
af fect prevailing market prices for the Cormon Stock. The 2,500,000 shares of
Conmon St ock of fered hereby will be freely tradeable without restriction in the
public market. Taking into account restrictions inposed by the Securities Act of
1933, as anended (the "Securities Act"), rules pronmulgated by the Securities and
Exchange Conmi ssion (the "Conm ssion") thereunder and | ock-up agreenents between
certain stockhol ders and the Company or Deutsche Morgan Grenfell Inc., the
nunber of additional shares that will be available for sale in the public
mar ket, subject in sone cases to the volune and other restrictions of Rule 144
under the Securities Act, will be as follows: approximtely 19, 336, 009
addi tional shares will be eligible for sale beginning 181 days after the date of
this Prospectus. Approxi mately 993,786 remining shares will be eligible for
sal e pursuant to Rule 144 upon the expiration of one-year hol ding periods, which
wi |l expire between Novenber 1997 and March 1998. Deutsche Modrgan Grenfell Inc
may, in its sole discretion and at any tine w thout notice, release all or any
portion of the shares subject to such | ock-up agreenments. Upon the closing of
this offering, holders of 13,301,376 shares of Common Stock are entitled to
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certain rights with respect to the registration of such shares under the
Securities Act. In addition, the Conpany intends to file a registration
statement on Form S-8 under the Securities Act approximately 180 days after the
date of this Prospectus to register approximtely 9,534,648 shares of Common
Stock reserved for issuance under the 1994 Stock Option Plan and the Conpany's
1997 Stock Option Plan. See "Description of Capital Stock -- Registration

Ri ghts" and "Shares Eligible for Future Sale."

ANTI TAKEOVER EFFECT OF CERTAI N CHARTER PROVI SI ONS. Upon the closing of this
of fering, the Conpany's Board of Directors will have the authority to issue up
to 10, 000, 000 shares of Preferred Stock and to determine the price, rights,
preferences, privileges and restrictions, including voting rights, of those
shares wi thout any further vote or action by the stockhol ders. The rights of the
hol ders of Conmon Stock will be subject to, and nmay be adversely affected by,
the rights of the holders of any Preferred Stock that may be issued in the
future. The issuance of Preferred Stock nay have the effect of del aying,
deferring or preventing a change in control of the Conmpany without further
action by the stockhol ders and may adversely affect the voting and other rights
of the hol ders of Conmon Stock. The Conpany has no present plans to i ssue shares
of Preferred Stock. Further, certain provisions of the Conpany's Restated
Certificate of Incorporation and Byl aws and Del aware | aw coul d del ay or nake
nore difficult a merger, tender offer or proxy contest involving the Conpany.
See "Description of Capital Stock."

NO SPECI FI C USE OF PROCEEDS. The Company has not designated any specific
use for the net proceeds fromthe sale by the Conpany of the Conmmon Stock
of fered hereby. The Conpany expects to use the net proceeds for genera
cor por ate purposes, including working capital to fund antici pated operating
| osses and capital expenditures. A portion of net proceeds may al so be used to
acquire or invest in conplenmentary businesses, products and technol ogi es. From
time to tinme, in the ordinary course of business, the Conpany expects to
eval uate potential acquisitions of such businesses, products or technol ogi es.
However, the Conpany has no present understandi ngs, conmtments or agreenents
with respect to any material acquisition or investnent. Accordingly, managenent
wi Il have significant flexibility in applying the net proceeds of this offering
The failure of management to apply such funds effectively could have a materia
adverse effect on the Conpany's business, prospects, financial condition and
results of operations. See "Use of Proceeds.”

| MVEDI ATE AND SUBSTANTI AL DI LUTION. The initial public offering price is
substantially hi gher than the book val ue per outstanding share of Commbn Stock
Accordingly, purchasers in this offering will suffer an i medi ate and
substantial dilution of $11.50 per share in the net tangi bl e book val ue of the
Conmon Stock fromthe initial public offering price. Additional dilution wll
occur upon exercise of outstanding options granted by the Conpany. See
“Dilution."

USE OF PROCEEDS

The net proceeds to the Conmpany fromthe sale of the 2,500,000 shares of
Conmon St ock of fered hereby, assuming an initial public offering price of $13.00
per share, are estimated to be approximately $29.4 million (approxi mtely $33.9
mllion if the Underwiters' over-allotnent option is exercised in full), after
deducting the estimated underwiting discount and offering expenses.

The principal purposes of this offering are to obtain additional capital
to create a public market for the Common Stock, to facilitate future access by
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the Conpany to public equity markets, and to provide increased visibility and
credibility in a marketplace where nany of the Conmpany's current and potentia
conpetitors are or will be publicly held conpani es. The Conmpany has no specific
plan for the net proceeds of the offering. The Conpany expects to use the net
proceeds for general corporate purposes, including working capital to fund
antici pated operating | osses and capital expenditures. A portion of net proceeds
may al so be used to acquire or invest in conmplenentary businesses, products and
technol ogies. Fromtime to time, in the ordinary course of business, the Conpany
expects to eval uate potential acquisitions of such businesses, products or

t echnol ogi es. However, the Conpany has no present understandi ngs, comitnents or
agreenments with respect to any material acquisitions or investnents. Pending use
of the net proceeds for the above purposes, the Company intends to invest such
funds in short-term interest-bearing, investnent-grade securities. See
"Managenent's Di scussion and Anal ysis of Financial Condition and Results of
Qperations -- Liquidity and Capital Resources.”

DI VI DEND POLI CY

The Conpany has never declared or paid any cash dividends on its capita
stock. The Company currently intends to retain any future earnings of its
busi ness, and therefore does not anticipate paying any cash dividends in the
foreseeable future

CAPI TALI ZATI ON

The following table sets forth at Decenber 31, 1996 the (i) actua
capitalization of the Conpany, (ii) the pro forma capitalization of the Conpany,
giving effect to the conversion of the Preferred Stock outstandi ng as of
December 31, 1996 into Combn Stock upon the closing of this offering, and (iii)
the pro forma capitalization as adjusted to reflect the receipt of the estimated
net proceeds fromthe sale of the 2,500,000 shares of Commobn Stock offered
hereby at an assumed initial public offering price of $13.00 per share and after
deducting the estimated underwiting discount and of fering expenses payabl e by
t he Conpany. This table should be read in conjunction with the Conpany's
financial statements and the notes thereto included el sewhere in this
Pr ospect us.
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DECEMBER 31, 1996
PRO FORMA
ACTUAL PRO FORVA  AS ADJUSTED
(I'N THOUSANDS, EXCEPT SHARE AND
PER SHARE DATA)
Long-termobligations, net of current maturities........... $ -- $ -- $ --

St ockhol ders' equity:
Preferred Stock, $0.01 par val ue per share; 10,000, 000

shares authorized: 569, 396 shares issued and out standi ng

actual ; no shares issued and outstanding, pro forma and

pro forma as adjusted(l)........ ... 6 -- --
Common St ock, $0.01 par val ue per share; 100, 000, 000 shares

aut hori zed; 15,900, 237 shares i ssued and out st andi ng

actual ; 19, 316, 613 shares issued and outstanding, pro

forma; 21,816,613 shares issued and outstanding, pro

forma as adjusted(2)........ .. 159 193 218
Additional paid-in capital......... ... .. . . . . . . .. 9,873 9, 845 39,195
Deferred conpensation. ............ ... (612) (612) (612)
Accurmul ated deficit. ... ... . .. (6,025) (6,025) (6,025)

Total stockholders' equity.......... .. ... .. ... 3,401 3,401 32,776

Total capitalization.......... ... ... ... ... .. $ 3,401 $ 3,401 $32, 776

(1) Excludes 5,000 shares of Series A Preferred Stock issued in January and
February 1997

(2) Excludes 3,016,851 and 312, 000 shares of Common Stock issuabl e upon exercise
of options outstanding at Decenmber 31, 1996 under the 1994 Stock Option Plan
and outside the 1994 Stock Option Plan, respectively, at a weighted average
exercise price of $0.448 per share. See Note 3 of Notes to Financia
St at enent s.

DI LUTI ON

The pro forma net tangible book val ue of the Conmpany at December 31, 1996
was $3.4 nmillion, or $0.18 per share. Pro forma net tangi bl e book val ue per
share represents the anpbunt of total tangible assets of the Conpany reduced by
the Conpany's total liabilities, divided by the pro forma number of shares of
Conmon St ock outstanding, after giving effect to the automatic conversion of al
shares of Preferred Stock outstanding as of Decenber 31, 1996 into an aggregate
of 3,416,376 shares of Conmmobn Stock upon the closing of this offering. After
giving effect to the sale by the Conpany of the 2,500,000 shares of Common Stock
of fered hereby at an assuned initial public offering price of $13.00 per share
(after deducting estimated underwiting discounts and offering expenses), the
adjusted pro forma net tangi bl e book val ue of the Conmpany at Decenber 31, 1996
woul d have been $32.8 mllion, or $1.50 per share. This represents an i nmedi ate
increase in pro forma net tangi bl e book value of $1.32 per share to existing
st ockhol ders and an i nmedi ate dilution of $11.50 per share to new i nvestors. The
following table illustrates this per share dilution:
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Assuned initial public offering price per share.................. $13. 00
Pro forma net tangi bl e book val ue per share at Decenber 31
L1906, . e $0. 18
I ncrease per share attributable to newinvestors............... 1.32

Adj usted pro forma net tangi bl e book value per share after this
Of Fering. . .o 1.50

Dilution per share to newinvestors.................. i .. $11. 50

The following table sets forth on a pro forna basis at Decenber 31, 1996,
after giving effect to the automati c conversion of all shares of Preferred Stock
out st andi ng as of Decenber 31, 1996 into an aggregate of 3,416,376 shares of
Conmon St ock upon the closing of this offering, the nunber of shares of Comon
St ock purchased fromthe Conpany, the total consideration paid to the Conpany
and the average price paid per share by existing stockhol ders and by investors
pur chasi ng Conmon Stock in this offering:

SHARES PURCHASED TOTAL CONSI DERATI ON AVERAGE
----------------------------------------- PRI CE PER
NUNMBER PERCENT ANOUNT PERCENT SHARE
Exi sting stockhol ders. . ... 19, 316, 613 88. 5% $ 9,563, 333 22. 7% $ 0.50
New i nvestors............. 2,500, 000 11.5 32, 500, 000 77.3 13. 00
Total........... 21,816,613  100.0% $42,063,333  100. 0%

The foregoing tables assune no exerci se of any outstanding stock options or
the Underwriters' over-allotment options. See "Underwiting" for information
concerning the Underwiters' over-allotment option. As of Decenber 31, 1996,
there were outstanding options to purchase 3,016,851 and 312, 000 shares of
Conmon St ock under the 1994 Stock Option Plan and outside the 1994 Stock Option
Pl an, respectively, at a weighted average exercise price of $0.448 per share. To
the extent that the outstanding options, or any options granted in the future,
are exercised, there will be further dilution to new investors.

SELECTED FI NANCI AL DATA

The foll owi ng sel ected financial data should be read in conjunction with
the financial statenents and the notes thereto and "Managenent's Di scussion and
Anal ysi s of Financial Condition and Results of Operations" included el sewhere
herein. The statement of operations data for the period fromJuly 5, 1994
(inception) to Decenber 31, 1994 and for the years ended Decenber 31, 1995 and
1996 and the bal ance sheet data at Decenber 31, 1995 and 1996 are derived from
the financial statenents of the Conmpany, which have been audited by Ernst &
Young LLP, independent auditors, and are included el sewhere in this Prospectus,
and are qualified by reference to such financial statenents and the notes
thereto. The bal ance sheet data at December 31, 1994 are derived fromthe
financial statements of the Conpany which were also audited by Ernst & Young
LLP, which are not included herein. The statement of operations data for each of
the four quarters in the year ended Decenber 31, 1996 are derived from unaudited
financial statenents which have been prepared substantially on the sane basis as
the audited financial statenents and, in the opinion of nanagenent of the
Conpany, reflect all adjustments, consisting only of normal recurring
adjustments, that are necessary for a fair presentation of the results of
operations for these periods. The historical results are not necessarily
i ndicative of future results.
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FOR THE PERI CD

FROM
JULY 5, 1994 YEAR ENDED DECEMBER QUARTER ENDED
(I NCEPTION) TO BL,
DECEMBER 31, @ ---------mmmmmmimaan MARCH 31, JUNE 30, SEPTEMBER 30, DECEMBER 31,
1994 1995 1996 1996 1996 1996 1996
(I'N THOUSANDS, EXCEPT PER SHARE DATA)
STATEMENT OF OPERATI ONS
DATA:
Net sales........ $ $ 511 $ 15,746 $ 875 $ 2,230 $ 4,173 $ 8, 468
Cost of sales.... 409 12, 287 695 1,753 3,262 6,577
Goss profit............. -- 102 3,459 180 477 911 1,891
QOperating expenses:
Marketing and sales.... -- 200 6, 090 205 696 2,251 2,938
Product devel opnent. ... 38 171 2,313 263 394 755 901
General and
adnministrative....... 14 35 1,035 48 163 377 447
Total operating
expenses....... 52 406 9,438 516 1,253 3,383 4,286
Loss from operations..... (52) (304) (5,979) (336) (776) (2,472) (2,395)
Interest income.......... -- 1 202 5 9 92 96
Net 10SS................. $ (52) $ (303) $ (5,777) $ (331) $ (767) $ (2,380) $  (2,299)
Net | oss per share(l).... $ (0.00) $ (0.02) $ (0.26) $ (0.02) $ (0.04) $ (0.10) $ (0.10)
Shares used in
conput ati on of
net |oss per
share(1)............... 17,577 18, 780 22,543 22,098 22,279 22,897 22,899
DECEMBER 31,
1994 1995 1996
(I'N THOUSANDS)
<S> <C <C <C
BALANCE SHEET DATA:
Cash and cash equivalents........... .. .. ... ... ... .. .. .. ... . ... $ 52 $ 996 $ 6,248
Working capital (deficiency). ... ... (16) 920 2,270
Total ASSEL S. .. it 76 1, 084 8, 271
Long-term obligations, net of current maturities...................... -- -- --
Stockhol ders' equity. . ... 8 977 3,401

(1) See Note 1 of Notes to Financial Statenents for infornmation concerning the
determination of net |oss per share.

MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF
FI NANCI AL CONDI TI ON AND RESULTS OF OPERATI ONS

Al statenments, trend analysis and other information contained in this
Prospectus relative to markets for the Conpany's products and trends in net
sal es, gross margin and antici pated expense levels, as well as other statenents
i ncludi ng words such as "anticipate," "believe," "plan," "estimte," "expect"
and "intend" and other simlar expressions, constitute forward-I| ooking
statenments. These forward-|ooking statenents are subject to business and
econom ¢ risks, and the Company's actual results of operations may differ
materially fromthose contained in the forward-Iooking statenents. For a nore
detail ed di scussion of these and other business risks, see "Risk Factors."

OVERVI EW

Amazon.comis the leading online retailer of books. The Conpany al so sells
a smal |l er nunber of CDs, videotapes and audi otapes. Al these products are sold
t hrough the Conpany's Wb site.

The Conpany was incorporated in July 1994 and conmenced of fering products
for sale on its Wb site in July 1995. For the period frominception through
July 1995, the Conpany had no sales and its operating activities rel ated
primarily to the devel opnment of the necessary conputer infrastructure and
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initial planning and devel opnent of the Amazon.com site and operations.
Operating expenses in 1994 were mnimal. For the period beginning with the
openi ng of the Amazon.com bookstore in July 1995 t hrough Decermber 31, 1995, the
Conpany continued the foregoing activities and al so focused on building sales
nonent um establishing vendor relationships, nmarketing the Anmazon.com brand and
establishing fulfillnent and custoner service operations. The Conpany's cost of
sal es and operating expenses have increased significantly since the Company's
inception. This trend reflects the costs associated with the formation of the
Conpany, as well as increased efforts to pronote the Anazon.com brand, build
mar ket awar eness, attract new custoners, recruit personnel, build operating
infrastructure, and devel op the Conpany's Wb site and associ at ed
transacti on- processi ng systens.

The Conpany has a linmted operating history on which to base an eval uation
of its business and prospects. The Conpany's prospects nust be considered in
light of the risks, expenses and difficulties frequently encountered by
conpanies in their early stage of devel opnent, particularly conpanies in new and
rapi dly evol ving markets such as online conmerce. Such risks for the Conpany
i nclude, but are not Iimted to, an evolving and unpredictabl e busi ness nodel
and nmanagenment of growh. To address these risks, the Conpany nust, anong ot her
things, maintain and increase its customer base, inplenent and successfully
execute its business and narketing strategy, continue to devel op and upgrade its
technol ogy and transaction-processi ng systens, inprove its Web site, provide
superior custoner service and order fulfillnent, respond to conpetitive
devel opnents, and attract, retain and notivate qualified personnel. There can be
no assurance that the Conpany will be successful in addressing such risks, and
the failure to do so could have a material adverse effect on the Company's
busi ness, prospects, financial condition and results of operations.

Since inception, the Conpany has incurred significant |osses, and as of
Decenber 31, 1996 had an accumul ated deficit of $6.0 mllion. The Conpany
believes that its success will depend in large part on its ability to (i) extend
its brand position, (ii) provide its custoners w th outstanding value and a
superior shopping experience, and (iii) achieve sufficient sales volune to
realize econonies of scale. Accordingly, the Conpany intends to invest heavily
in marketing and pronotion, site devel opnent, and technol ogy and operating
i nfrastructure devel opment. The Conpany al so intends to offer attractive pricing
programs, which will reduce its gross margi ns. Because the Conmpany has
relatively | ow product gross margins, achieving profitability given planned
i nvest nent | evel s depends upon the Conpany's ability to generate and sustain
substantially increased revenue |levels. As a result, the Conpany believes that
it will incur substantial operating | osses for the foreseeable future, and that
the rate at which such losses will be incurred will increase significantly from
current levels. Although the Conpany has experienced significant revenue growh
in recent periods, such growmh rates are not sustainable and will decrease in the
future. In view of the rapidly evolving nature of the Conpany's business and its
[imted operating history, the Conpany believes that period-to-period comparisons
of its operating results are not necessarily meani ngful and should not be relied
upon as an indication of future performance.

RESULTS OF OPERATI ONS -- YEARS ENDED DECEMBER 31, 1995 AND 1996

Net Sales. Net sales are conprised of the selling price of books and other
ner chandi se sold by the Conpany, net of returns, as well as outbound shi pping
and handling charges. Net sales grew from $511,000 in 1995 to $15.7 mllion in
1996 as a result of the significant growth of the Conpany's custoner base,
repeat purchases fromthe Conpany's existing custonmers and six additional nonths
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of sales in 1996. International sales represented approxi mately 39% and 33% of
net sales in 1995 and 1996, respectively.

Cost of Sales. Cost of sales consists prinmarily of the costs of
nmer chandi se sold to custonmers and out bound and i nbound shi pping costs. Cost of
sal es increased substantially in absolute dollars during 1996, reflecting the
Conpany's increased sal es volune. The Conpany's gross profit margin was
approxi mately 20% of net sales in 1995 and approximately 22% of net sales in
1996.

The Conpany believes that offering its custoners attractive prices is an
essential conponent of its business strategy. Accordingly, the Conpany offers
di scounts on a broad selection of books. In March 1997, the Conpany began
di scounting the Amazon.com 500 and ot her featured books by 40% fromlist price.
The Conpany may in the future expand or increase the discounts it offers to its
custonmers and may otherwise alter its pricing structures and policies. The
Conpany anticipates that its March 1997 pricing change and any further price
reductions will reduce gross margi ns bel ow t hose experienced during 1995 and
1996.

Mar ket i ng and Sal es Expenses. Marketing and sal es expenses consi st
primarily of advertising, public relations and pronotional expenditures, as well
as payroll and rel ated expenses for personnel engaged in marketing, selling and
fulfillment activities. Marketing and sal es expenses increased from $200,000 in
1995 to $6.1 million in 1996. Marketing and sal es expenses as a percentage of
net sales were 39%in each of 1995 and 1996. The increase in nmarketing and sal es
expenses was primarily attributable to expansion of the Conmpany's online and
print advertising, public relations and other pronotional expenditures, as well
as to increased personnel and rel ated expenses required to inplenent the
Conpany's marketing strategy and fulfill custoner demand. The Conpany intends to
pursue an aggressive brandi ng and narketi ng canpai gn and therefore expects
mar keti ng and sal es expenses to increase significantly in absolute dollars.

Product Devel opnent Expenses. Product devel opnment expenses consi st
principally of payroll and rel ated expenses for devel opnent, editorial, and
networ k operations personnel and consultants, systens and tel ecomuni cations
infrastructure and costs of acquired content. Product devel opment expenses
i ncreased from $171,000 in 1995 to $2.3 million in 1996. Product devel opnent
expenses as a percentage of net sales were 33%in 1995 and 15%in 1996. The
i ncrease in product devel opnent expenses was prinmarily attributable to increased
staffing and associated costs related to enhancing the features, content and
functionality of the Conpany's Wb site transaction-processi ng systens, as well
as increased investments in systens and tel econmuni cations infrastructure. Such
expenses decreased significantly as a percentage of net sales in 1996 due to the
significant increase in 1996 net sales. To date, all product devel opment costs
have been expensed as incurred. The Conpany believes that continued investnent
in product devel opnent is critical to attaining its strategic objectives and, as
a result, expects product devel opnent expenses to increase significantly in
absol ute dol | ars.

General and Admi nistrative Expenses. General and administrative expenses
consi st of payroll and rel ated expenses for executive, accounting and
admi ni strative personnel, recruiting, professional fees and other genera
cor porate expenses. General and administrative expenses increased from $35,000 in
1995 to $1.0 mllion in 1996. CGeneral and administrative expenses as a percentage
of net sales were 7% in each of 1995 and 1996. The increase in general and
adm ni strative expenses was primarily due to increased salaries and rel ated



Amazon IPO -- EDGAR S-1 25 FIN 423, Spring 1997

expenses associated with the hiring of additional personnel, and increases in
prof essi onal fees and travel. The Conpany expects general and admnistrative
expenses to increase in absolute dollars as the Conpany expands its staff and
incurs additional costs related to the growth of its business and being a public

conpany.

Interest Incone. Interest inconme consists of earnings on the Company's
cash and cash equival ents. Interest income increased from$1,000 in 1995 to
$202, 000 in 1996. The increase was attributable to earnings on higher average
cash and cash equival ents bal ances during the year

I ncome Taxes. The Conpany has had a net |oss for each period since
i nception. As of Decenber 31, 1996, the Conpany had approximately $5.5 mllion
of net operating |oss carryforwards for federal inconme tax purposes, which
expire in 2011. The Conpany has provided a full valuation allowance on the
deferred tax asset, consisting primarily of net operating |oss carryforwards,
because of uncertainty regarding its realizability. See Note 4 of Notes to
Fi nanci al St atenents.

QUARTERLY RESULTS OF OPERATI ONS

The following table sets forth certain unaudited quarterly statenent of
operations data for each of the four quarters during the year ended Decenber 31,
1996. In the opinion of managenent, this informati on has been prepared
substantially on the sane basis as the audited financial statenents appearing
el sewhere in this Prospectus, and all necessary adjustnents, consisting only of
normal recurring adjustnents, have been included in the anpbunts stated below to
present fairly the unaudited quarterly results. The quarterly data shoul d be
read in conjunction with the audited financial statenents of the Conpany and the
notes thereto appearing el sewhere in this Prospectus. The operating results for
any quarter are not necessarily indicative of the operating results for any
future period.

QUARTER ENDED

MARCH JUNE
31, 30, SEPTEMBER 30, DECEMBER 31
1996 1996 1996 1996
(I'N THOUSANDS, EXCEPT PER SHARE DATA)
Net sales..........coiiiiiinnn.. $ 875 $ 2,230 $ 4,173 $ 8,468
Cost of sales........................... 695 1,753 3, 262 6,577
Goss profit.... ... . . 180 477 911 1,891
Operating expenses
Marketing and sales................... 205 696 2,251 2,938
Product developnent................... 263 394 755 901
General and administrative............ 48 163 377 447
Total operating expenses...... 516 1, 253 3,383 4,286
Loss fromoperations.................... (336) (776) (2,472) (2,395)
Interest income............. .. .......... 5 9 92 96
Net 10SS. ... $ (331) $ (767) $(2, 380) $ (2,299)
Net loss per share...................... $ (0.02) $ (0.04) $ (0.10) $ (0.10)

Shares used in conputation of net |oss
per share......... ... . . i 22,098 22,279 22,897 22,899
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AS A PERCENTAGE OF NET SALES

MARCH 31, JUNE 30, SEPTEMBER 30, DECEMBER 31
1996 1996 1996 1996
Net sales........... .. 100. 0% 100. 0% 100. 0% 100. 0%
Cost of sales.......................... 79.4 78.6 78.2 7.7
Goss profit....... ... 20.6 21.4 21.8 22.3
Operating expenses:
Marketing and sales.................. 23. 4 31.2 53.9 34.7
Product developnent.................. 30.1 17.7 18.1 10.6
General and administrative........... 5.5 7.3 9.0 5.3
Total operating expenses..... 59.0 56. 2 81.0 50. 6
Loss fromoperations................... (38.4) (34.8) (59.2) (28.3)
Interest income........................ 0.6 0.4 2.2 1.1
Net 10SS. ... o (37.8)% (34.4)% (57.0)% (27.2)%

The Conpany's net sal es have increased significantly in all quarters
presented due to the expansion of the Conpany's customer base and repeat
purchases by existing customers. International sales have grown less rapidly
t han domestic sal es and have decreased as a percentage of net sales during each
of the four quarters in the year ended Decenber 31, 1996. All operating expense
categories increased in absolute dollars in each quarter, reflecting increased
spendi ng on devel opi ng, delivering, supporting and marketing the Company's
busi ness and products, and building the Conpany's market presence. This trend
accelerated in the third quarter of 1996, particularly with respect to marketing
and sal es expenses, following the Preferred Stock financing in June 1996.

As a result of the Conpany's limted operating history and the emerging
nature of the markets in which it conpetes, the Company is unable to accurately
forecast its revenues. The Conmpany's current and future expense |evels are based
largely on its investnment plans and estinmates of future revenues and are to a
| arge extent fixed. Sales and operating results generally depend on the vol une
of, timng of and ability to fulfill orders received, which are difficult to
forecast. The Conpany may be unable to adjust spending in a tinmely manner to
conpensate for any unexpected revenue shortfall. Accordingly, any significant
shortfall in revenues in relation to the Conpany's planned expenditures woul d
have an i medi ate adverse effect on the Conpany's busi ness, prospects, financia
condition and results of operations. Further, as a strategic response to changes
in the conmpetitive environnent, the Conpany nmay fromtime to time make certain
pricing, service or marketing decisions that could have a material adverse
effect on its business, prospects, financial condition and results of
operations. See "Business -- Conpetition."”

The Conpany expects to experience significant fluctuations in its future
quarterly operating results due to a variety of factors, many of which are
out side the Conpany's control. Factors that may adversely affect the Conpany's
quarterly operating results include (i) the Conpany's ability to retain existing
customers, attract new custoners at a steady rate and nmaintai n customer
satisfaction, (ii) the Conpany's ability to manage inventory and ful fill ment
operations and maintain gross margins, (iii) the announcement or introduction of
new sites, services and products by the Conpany and its conpetitors, (iv) price
conpetition or higher wholesale prices in the industry, (v) the |evel of use of
the Internet and online services and increasi ng consuner acceptance of the
Internet and other online services for the purchase of consumer products such as
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those offered by the Conpany, (vi) the Conpany's ability to upgrade and devel op
its systems and infrastructure and attract new personnel in a tinmely and

ef fective manner, (vii) the level of traffic on the Conpany's Wb site, (viii)
technical difficulties, systemdowntine or Internet brownouts, (ix) the anount
and timng of operating costs and capital expenditures relating to expansion of
t he Conpany's busi ness, operations and infrastructure, (x) the nunber of popul ar
books introduced during the period, (xi) the |Ievel of nerchandi se returns

experi enced by the Company, (xii) governmental regulation, and (xiii) genera
econom ¢ conditions and economic conditions specific to the Internet, online
conmer ce and the book industry.

The Conpany expects that it will experience seasonality in its business,
reflecting a conbinati on of seasonal fluctuations in |Internet usage and
traditional retail seasonality patterns. Internet usage and the rate of Internet
growm h nay be expected to decline during the summer. Further, sales in the
traditional retail book industry are significantly higher in the fourth cal endar
quarter of each year than in the preceding three quarters.

Due to the foregoing factors, in one or nore future quarters the Conpany's
operating results may fall below the expectations of securities analysts and
i nvestors. In such event, the trading price of the Cormon Stock would |ikely be
materially adversely affected.

LI QUI DI TY AND CAPI TAL RESOURCES

Since inception, the Conpany has financed its operations prinmarily through
private sales of Common Stock and Preferred Stock which, through Decenmber 31,
1996, totaled $1.6 million and $8.0 million, respectively.

Net cash used in operating activities was $232,000 in 1995 and $1.7 mllion
in 1996. Cash used in operating activities in 1995 was attributable to a net
| oss of $303,000 and increases in inventories and prepai d expenses, partially
of fset by an increase in accounts payabl e and accrued expenses, as well as
depreci ation. For 1996, cash used in operating activities resulted froma net
loss of $5.8 nmillion and increases of $554,000 in inventories, $307,000 in
prepai d expenses and $146,000 in deposits, largely offset by increases of $4.8
mllion in accounts payabl e and accrued expenses and $286, 000 in depreciation
Net cash used in investing activities of $52,000 and $1.2 nillion for 1995 and
1996, respectively, were primarily attributable to purchases of equipnrent.

Cash flows provided by financing activities of $1.2 mllion in 1995
consisted primarily of proceeds fromthe issuance of Common Stock and the
exerci se of stock options. Cash flow of $8.2 million attributable to financing
activities in 1996 consisted of net proceeds of $8.0 mllion fromthe issuance
of Preferred Stock and $231,000 fromthe sale of Conmon Stock and the exercise
of Common Stock options.

As of Decenber 31, 1996, the Conpany had $6.2 mllion of cash and cash
equi val ents. As of that date, the Conpany's principal commtnents consisted of
obl i gati ons outstandi ng under operating | eases. Al though the Company has no
material commitnents for capital expenditures, it anticipates a substantia
increase in its capital expenditures and | ease conmitments consistent with
anticipated growth in operations, infrastructure and personnel. The Company may

establ i sh addi ti onal warehouse | ocations, which will require it to commt to
addi tional |ease obligations and stock inventories, and to purchase equi pment
and install |easehold inprovenents. In the future, the Conpany namy support a

| arger nerchandi se inventory in order to provide better availability to
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custoners and achi eve purchasi ng efficiencies.

The Conpany believes that the net proceeds fromthis offering, together
with its current cash and cash equivalents, will be sufficient to neet its
antici pated cash needs for working capital and capital expenditures for the next
12 months. |If cash generated fromoperations is insufficient to satisfy the
Conpany's liquidity requirenments, the Conpany nay seek to sell additional equity
or debt securities or to obtain a credit facility. The sale of additional equity
or convertible debt securities could result in additional dilution to the
Conpany' s stockhol ders. There can be no assurance that financing will be
avai l abl e in ambunts or on terns acceptable to the Company, if at all

BUSI NESS

Amazon.comis the leading online retail er of books. Since opening for
busi ness as "Earth's Bi ggest Bookstore" in July 1995, the Amazon.com bookstore
has qui ckly become one of the nmost wi dely known, used and cited commerce sites
on the Web. Amazon.com strives to offer its custoners conpelling value through
i nnovati ve use of technol ogy, broad selection, high-quality content, a high
| evel of custoner service, conpetitive pricing and personalized services. As an
onl i ne bookseller, Anazon.comhas virtually unlimted online shelf space and can
of fer a vast selection through an efficient search and retrieval interface. The
Conpany offers nore than 2.5 million titles, including nost of the estimated 1.5
mllion English-Ianguage books believed to be in print, nore than one mllion
out-of-print titles believed likely to be in circulation and a snaller nunber of
CDs, videotapes and audi ot apes. Beyond the benefits of selection, purchasing
books from Amazon.comis nore conveni ent than shopping in a physical bookstore
because online shoppi ng can be done 24 hours a day and does not require a trip
to a store. Furthernore, Amazon.com s high inventory turnover, |ack of
i nvestnment in expensive retail real estate and reduced personnel requirenents
give it neaningful structural econom c advantages relative to traditiona
booksel | ers.

The Conpany has grown rapidly since first opening its bookstore. Through
Decenber 31, 1996, Anmazon.com had sales of nore than $16 mllion to
approxi nately 180,000 custoner accounts in over 100 countries. Conpounded
quarterly sales growh exceeded 100% fromthe first to the fourth quarter of
1996. Average daily visits (not "hits") have grown from approxi mately 2,200 in
December 1995 to approxi mately 50,000 in Decenber 1996, and repeat custoners
account for over 40% of orders. Tine magazi ne rated Amazon.com one of the 10
"Best Websites of 1996." Growth rates experienced to date are not sustainable
See "Risk Factors -- Limted Operating Hi story; Accumul ated Deficit; Anticipated
Losses. "

| NDUSTRY BACKGROUND
Gowh of the Internet and Onli ne Commerce

The Internet is an increasingly significant global nediumfor
conmuni cati ons, content and online comerce. International Data Corporation
("IDC") estimates that the nunmber of Web users grew to approximately 35 million
by the end of 1996 and will grow to approximately 163 mllion by 2000. Growh in
I nternet usage has been fueled by a number of factors, including the |arge and
growi ng i nstall ed base of personal conmputers in the workplace and hone, advances
in the performance and speed of personal conmputers and nodens, inprovenents in
network infrastructure, easier and cheaper access to the Internet and increased
awar eness of the Internet among busi nesses and consumers.
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The increasing functionality, accessibility and overall usage of the
Internet and online services have nade them an attractive comrercial medium The
Internet and other online services are evolving into a uni que sal es and
mar keti ng channel, just as retail stores, nmail-order catal ogs and tel evision
shoppi ng have done. Online retailers can interact directly with custoners by
frequently adjusting their featured selections, editorial insights, shopping
interfaces, pricing and visual presentations. The mininmal cost to publish on the
Web, the ability to reach and serve a | arge and gl obal group of custoners
electronically froma central |ocation, and the potential for personalized
| ow cost custoner interaction provide additional econom c benefits for online
retailers. Unlike traditional retail channels, online retailers do not have the
burdensone costs of managi ng and maintaining a significant retail store
infrastructure or the continuous printing and mailing costs of catal og
mar ket i ng. Because of these advantages over traditional retailers, online
retailers have the potential to build large, global custoner bases quickly and
to achi eve superior econonmic returns over the long term An increasingly broad
base of products is being sold successfully online, including computers, trave
servi ces, brokerage services, autonmpbiles and nusic, as well as books. |IDC
estimates that the total value of goods and services purchased over the Wb grew
from$318 mllion in 1995, to an annualized run rate of $5.4 billion in Decenber
1996, and will increase to $95 billion in 2000.

Tradi tional Book Industry

The worl dwi de book industry is large, growing and relatively fragnented.
According to Euronpnitor, U S. book sales were estimated to be approxi mately $26
billion in 1996 and are expected to grow to approximately $30 billion in 2000,
whi l e worl dwi de book sal es were estimated at approximately $82 billion in 1996
and are expected to grow to approximately $90 billion in 2000. Books In Print
lists approxi nmately 50,000 publishers. Publishers sell books both directly to
retailers and to a network of distributors. Distributors serve as the prinmary
vendors for many retailers and carry up to 350,000 of the best-selling titles.
The two largest U S. retailers, which together are estimted to account for |ess
than 25% of total U S. book sal es, have focused aggressively on superstore
grow h and have closed many of their snmaller mall stores. Based on publicly
avai | abl e data, the Conpany estimates that such superstores carry an average of
approxi mately 130,000 titles, with the |argest stores carrying up to 175,000
titles on site. There are thousands of independent bookstores in the U S., which
typically carry a nore limted selection of titles in a snmall selling space and
have recently come under intense conpetitive pressure fromthe superstore
format.

Several characteristics of the traditional book industry have created
inefficiencies for all participants. Physical store-based book retail ers mnust
make significant investnents in inventory, real estate and personnel for each
retail location. This capital and real estate intensive business nodel, anobng
other things, limts the amount of inventory that can be economically carried in
any | ocation. The average superstore stocks | ess than 10% of the estimated 1.5
mllion English-language books believed to be in print, which limts custoner
sel ection and available retail shelf space for the najority of published titles.
In addition, publishers typically offer generous rights of return to their
customers and, as a result, effectively bear the risk of their custoners' demand
forecasti ng which encourages overordering. As a result, returns in the book
i ndustry are high, creating substantial additional costs. Finally, publishers
and traditional book retailers cannot easily obtain denographic and behavi ora
dat a about custoners, limting opportunities for direct marketing and
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personal i zed services.
THE AMAZON. COM SOLUTI ON

Amazon. com was founded to capitalize on the opportunity for online book
retailing. The Company believes that the retail book industry is particularly
suited to online retailing for many conpelling reasons. An online bookseller has
virtually unlimted online shelf space and can offer custoners a vast selection
t hrough an efficient search and retrieval interface. This is particularly
val uabl e in the book nmarket because the extraordinary nunber of different itens
precl udes even the | argest physical bookstore from economically stocking nore
than a small minority of available titles. In addition, by serving a | arge and
gl obal market through centralized distribution and operations, online
booksel l ers can realize significant structural cost advantages relative to
traditional booksellers. Furthernore, unlike with clothing or other persona
products, consuners can nmake educat ed book purchase deci sions using online
i nformati on. Books can be sel ected and sanpl ed effectively through online
synopses, excerpts and reviews and have consistent quality across different
retailers. In addition, the denographic overlap between frequent book buyers and
Internet users is high. Further, online bookselling prom ses significant
benefits for publishers because centralized distribution is believed to greatly
reduce product returns and because consuner preference information can be
efficiently captured and utilized.

Si nce opening for business as "Earth's Bi ggest Bookstore" in July 1995, the
Amazon. com bookstore has qui ckly becone one of the nost w dely known, used and
cited cormerce sites on the Web. By offering custonmers an authoritative
selection of more than 2.5 million titles, as well as conpetitive pricing and
out st andi ng custoner service, Amazon.com believes it has achi eved a preem nent
position anbng online retailers. Key conponents of the Amazon.com sol ution
i ncl ude:

Aut horitative Selection. Amazon.comoffers a breadth of selection that
woul d be economically inpractical to stock in a physical bookstore or to include
in a nail-order catal og. Anazon.comoffers nmore than 2.5 nmillion titles through
a consistent search and retrieval interface, including nost of the estimated 1.5
mllion English-Ianguage books believed to be in print, nore than one mllion
out-of-print titles believed likely to be in circulation and a snaller nunber of
CDs, videotapes and audi otapes. In contrast, the average retail superstore
stocks only 130,000 titles, fewer than 10% of titles in print.

Online Store Economics. As an online bookseller, Amazon.com enjoys
meani ngf ul structural economi c advantages relative to traditional retailers. As
aresult of its online business nodel and centralized distribution, Arazon.com
offers significantly inproved inventory turnover, elimnates investnent in
expensive retail real estate and dramatically reduces personnel requirenents.
Further, Amazon.com serves a gl obal narket through centralized operations,
allowing its investments in Wb sites, content, marketing and technol ogy to be
| everaged over a relatively |arge sal es base.

Custonmer Conveni ence. Beyond the benefits of selection, purchasing books
from Amazon.comis nore conveni ent than shopping in a physical bookstore because
t he Amazon. com bookstore i s open 24 hours per day and shoppi ng does not require
atripto a store. Books can be shipped directly to the customer's hone or
of fice. The Conpany believes that customers may buy nore books because they have
nore hours to shop, can act inmrediately on a purchase i npul se and can | ocate
books that are hard to find. Because the Amazon.com bookstore has a gl oba
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reach, it can deliver an extrenely broad selection to custoners in rural
i nternational or other |ocations that cannot support |arge-scale physica
bookst or es.

Conpel ling Content. Amazon.com has attracted a high-quality editoria
staff and delivers relevant, informative and entertaining editorial and other
content, including synopses, reviews and excerpts. In addition, reviews by
aut hors, other users, publishers and third-party reviewers provide diverse and
often stinulating points of viewto informand entertain custoners while
shoppi ng.

Personal i zed Service. Amazon.comcurrently offers the Eyes and Editors
notification services and has announced the MatchMaker collaborative filtering
service for its customers. Over time, the Conpany can accunul ate substantia
behavi or and preference information that will allowit to provide increasingly
ri ch val ue-added services to its custoners.

Benefits to Vendors. Anmazon.com s nmethods of online bookselling offer
substantial benefits to publishers. Because Amazon.com centralizes distribution
and orders nost products based on actual custoner denmand, it believes that its
returns of books to publishers and whol esal ers are significantly bel ow i ndustry
nornms. The Conpany believes its market approach may increase sal es of nany
second- and third-tier titles that are not typically stocked in physica
bookstores. In addition, the Conpany believes it will be able to help publishers
target customers for particular product offerings.

STRATEGY

Amazon. conml's objective is to be the leading online retailer of
i nfornati on-based products and services, with an initial focus on books. The
Conpany plans to attain this goal through the followi ng key strategies:

Create Custoner Loyalty by Delivering a Conpelling Value Proposition. The
Conpany's goal is to be the authoritative source for books and infornation-based
products by delivering to its customers the benefits of online conmerce and by
mai ntai ning rel entl ess custoner focus. Amazon.comstrives to offer its custoners
conpel l'i ng val ue through innovative use of technol ogy, broad sel ection
hi gh-quality content, a high | evel of customer service, conpetitive pricing and
personal i zed services. In addition, the Conpany seeks to offer its custoners a
hi gh-qual ity shoppi ng experience through informative and entertaining editoria
content, as well as sinple and efficient navigation and search capabilities.

Build Strong Brand Recognition. Anmazon.comis a |eading brand nane in
online comrerce and believes that it is benefiting fromfirst nover advantages
and nomentum The Conpany's strategy is to pronbte, advertise and increase its
brand equity and visibility through excellent service and a variety of marketing
and pronotional techniques, including advertising on |eading Wb sites and ot her
medi a, conducting an ongoi ng public relations canpai gn and devel opi ng busi ness
al Il i ances and part nershi ps.

Create a Superior Econom c Mddel. Because it is not burdened by the costs
or legacy of a physical store network and rel ated personnel, the Conpany
believes it has an inherent econom c advantage relative to traditiona
retailers. The Conmpany's goal is to capitalize on this advantage by aggressively
driving revenue growth to achi eve econonies of scale and by incorporating
t echnol ogi cal advances throughout its business.
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Mai ntai n Technol ogy Focus and Expertise. A state-of-the-art interactive
commerce platformis necessary to enhance the Amazon.com service of fering,
| everage the unique characteristics of online retailing, and enable a superior
econom ¢ nodel. Amazon.conis internal devel opment group has expended and will
continue to expend substantial efforts devel opi ng, acquiring and inpl enenting
t echnol ogy-driven enhancenents to its Wb site and transacti on-processi ng
systenms. Anong ot her technol ogy objectives, the Conpany intends to provide
i ncreasi ngly val uabl e personalized service prograns, make the user interface as
intuitive, engaging and fast as possible and continuously inprove the efficiency
of its fulfillment activities.

Build Strong Publisher and Distributor Relationships. The Conpany views
its publishers and distributors as customers and seeks to utilize the
substantial structural advantages inherent in its business nodel to build strong
rel ati onships with them Anmazon.conls current inventory managenent practices
result in many fewer returns than are traditional in the industry. In addition
t he denographi c and purchasi ng data accunul ated by the Conmpany will enable it to
hel p publishers target custoners for particular product offerings. Through
targeted narketing and virtually unlimted online shelf space, the Conpany can
of fer publishers enhanced pronotional opportunities for new authors, newtitles
and second- and third-tier titles.

Attract and Retain Exceptional Enployees. The Conpany believes that
versatile and experienced enpl oyees, nanagenent and directors provide
significant advantages in the rapidly evolving market in which it conpetes.
Since inception, the Conpany has devoted and will continue to devote substanti al
efforts to building a talented enpl oyee base and to attracting an experienced
management teamwith a track record in large and fast-grow ng organi zati ons.

Pursue Increnmental Revenue Qpportunities. The Conpany intends to |everage
its brand, online comerce experience, operating infrastructure and custoner
base to broaden its presence and devel op additional revenue opportunities. For
exanpl e, the Conpany's Associates Program all ows the Conpany to work
col l aboratively with owners of other Wb sites, and the Conmpany believes that it
can further expand its reach through alliances with other Wb sites, online
service providers and other relationships. In addition, the Conpany will
consi der devel oping i ncrenental revenue opportunities through affiliated or
rel ated sites, related product areas, geographic expansion or acquisition of
conpl ement ary busi nesses, products or technologies. Finally, the Conpany's
custonmer denographi ¢ and substantial site traffic create a neaningfu
opportunity for advertising sales.

THE AVAZON. COM BOOKSTORE

Custoners enter the Ammzon. com bookstore through the Conpany's Wb site
and, in addition to ordering books, can conduct targeted searches, browse from
among hi ghlighted sel ections, bestsellers and other features, read and post
reviews, register for personalized services, participate in promotions and check
order status.

[ PICTURES OF THE COVPANY' S WELCOME, SEARCH, REVI EW AND ORDERI NG WEB PAGES]

Browsi ng. The Amazon.com site offers visitors a variety of highlighted
subj ect areas and special features. Popular features include Editors' Favorites
organi zed by subject matter, as well as Anazon.com and national bestsellers
lists. The Anazon.com 500 features 500 current bestsellers and titles that
Amazon. com predicts will be future bestsellers at 40% di scounts fromlist price,
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i ncludi ng various focus lists such as the Conputer 50 and the Science Fiction
50. In addition, the Spotlight section features different interesting titles
every day, selected by the Conpany's highly skilled in-house and contract
editors, based on criteria such as books in the news and upcom ng rel eases. Book
of the Day focuses on a particular highlighted book chosen to provide readers a
m x of popul ar, unusual, entertaining and topical selections. A selection of
noteworthy titles is highlighted directly on the honme page, as is Titles in the
News, which lists titles recently featured in sources such as The New York Times
Book Review, National Public Radio, The Atlantic Mnthly, Entertainnent Wekly,
orah, Wred and others. In addition, the Anmazon.com hone page presents a
variety of other features of topical or current-event interest, such as a
Worren's History Month reading |list and a guide to books witten by participants
and speakers at notable industry conferences. The site also periodically offers
advance glinmpses into new or upcom ng rel eases, such as the recently featured
first two chapters of John Gisham's new novel, The Partner. Qther features

i nclude the Hot This Week section of best-selling new or prereleased titles and
Award Wnners, a list of nom nees and wi nners of over 20 different literary
prizes, including the Nobel Prize for Literature and the Pulitzer Prize. To
enhance the shoppi ng experience and increase sales, the Conmpany features various
books on a rotating basis throughout the store. As a custoner proceeds through
the catal og, he or she encounters cover art of featured books. Cicking with the
nmouse on any of these inages pulls up nore information about the featured book
as well as a button which, if clicked on, adds the book to the customer's order
These i mages of featured books appear, one or two at a tinme, in addition to

what ever material the customer specifically requested.

Searching. A primary feature of the Amazon.com bookstore is its
i nteractive, searchable catalog of nore than 2.5 mllion titles. The Conpany
provi des a selection of search tools to find books based on title, subject,
aut hor, keyword, publication date or | SBN. Custonmers can al so use nore conpl ex
and precise search tools such as Bool ean search queries. The Conpany |icenses
some of its catalog and other information fromthird parties.

Revi ews and Content. The Amazon.com store offers nunerous forms of content
to entertain and engage readers, enhance the custoner's shopping experi ence and
encour age purchases. Numerous author interviews are presented, along with
revi ews from professional sources and ot her consuners. Various types of content
are available for particular titles, including cover art, synopses, annotations,
interviews by authors or reviews by other readers. Custoners are encouraged to
wite and post their own reviews, and authors are invited to "self-admnister"

i nterviews by answering pre-defined questions.

Online Community. By creating an online comunity, the Conpany hopes to
provide custoners with an inviting and fam liar experience that will encourage
themto return frequently to the site and to interact with other users, and that
will pronote |oyalty and repeat purchase. Ammzon.cominvites readers, authors
and publishers to post reviews, sponsors review conpetitions and provides a
forum for author interviews. Reviewers and authors are encouraged to provide
their e-mail addresses to facilitate interaction with other readers.

Personal i zed Services. Amazon.comcurrently offers two free e-mai
notification services. The Conpany's Eyes service allows custoners to specify an
author, title or subject area and receive notice automatically when a new book
is published that natches their criteria. Typically, a few weeks prior to the
rel ease date of a natching new book, the Company's Eyes book notification
service software sends the custoner an e-mmil nessage containing prerel ease
i nformati on. The Conpany's Editors service draws on experts in nmore than 50
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subj ects and genres to send e-nail notices highlighting interesting information
on the chosen subject or genre. The editors study advance reviews and previ ew
galleys to find titles of interest to subscribers. Subscribers receive e-mail
nessages periodically in selected subject areas.

Mat chiaker Col | aborative Filtering. Amazon.com announced its MatchMaker
coll aborative filtering service in March 1997. MatchMaker will function as an
expert reviewer that develops a relationship with customers, helping themto
find books they may |i ke based on their preferences. MatchMaker will natch the
preferences of people to one another, drawing froma pool of titles chosen by
ot her Amazon.com custonmers who share simlar interests and tastes.

Ordering. To purchase books, customers sinmply click on a button to add
books to their virtual shopping baskets. Custoners can add and subtract books
fromtheir shopping baskets as they browse, prior to naking a final purchase
decision, just as in a physical store. To execute orders, custoners click on the
buy button and are pronpted to supply shipping and credit card details, either
by e-mail or by tel ephone. This information is stored on the Conpany's secure
server and need not be provided again by repeat custoners. The personal password
al | ows repeat custonmers to automatically access their previously provided
shi pping and credit card infornation, as well as their book notification
profiles. The Company's system automatically confirms each order by e-mail to
the custoner within mnutes after the order is placed and advi ses custoners by
e-mail shortly after orders are shipped.

Availability and Fulfillnent. Sonme of the Conpany's titles are avail able
for i mediate shipment, others are available for shipnent within 48 to 72 hours
and the remainder of in-print titles are generally available within four to six

weeks, although sone titles may not be available at all. Qut-of-print titles
generally are available in two to six nonths, although sonme titles nay not be
available at all. Customers select froma variety of delivery options, including

overni ght and various international shipping options, as well as giftw apping
services. The Conpany uses e-mail to notify customers of order status under
various conditions. If a hard-to-find book is discovered to have a price higher
than the estimate at the tine the customer's order was placed, the Conpany
notifies the custoner and seeks approval for sale at the higher price. The
Conpany seeks to provide rapid and reliable fulfillnent of custoner orders, and
intends to continue to inprove its availability and fulfillment in the future.

Qut-of-Print. Amazon.com began offering an out-of-print book service in
March 1997. Over one mllion out-of-print titles are listed in the Conpany's
cat al og. Because of the difficulty of sourcing out-of-print titles, custoners
are advised to expect two- to six-month delivery tines and that the books may
not be available at all

MARKETI NG AND PROMOTI ON

The Conpany's goal is to be the worldw de authoritative source for books.
Amazon. com's marketing strategy is designed to strengthen the Anazon.com brand
nane, increase custoner traffic to the Amazon. com bookstore, build strong
customer |oyalty, maxim ze repeat purchases and devel op increnental revenue
opportunities.

Amazon. comintends to build custoner loyalty by creatively applying
technol ogy to deliver personalized prograns and service, as well as creative and
fl exi bl e nerchandi sing. The Conpany will be able to provide increasingly
targeted and custom zed services by using the extensive custoner preference and
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behavi oral data obtained as a result of its online experience and nmarket share.
The Internet allows rapid and effective experinentation and anal ysis, instant
user feedback and efficient "redecorating of the store for each and every
custoner," all of which the Conpany intends to incorporate in its nerchandi sing.
In contrast to traditional direct-nmarketing efforts, the Conpany's personalized
notification services send custoners highly custom zed notices at their request.
By of fering customers a conpelling and personalized val ue proposition, the
Conpany seeks to increase the nunmber of visitors that nake a purchase, to

encour age repeat visits and purchases and to extend custoner retention. Loyal,
sati sfied custoners al so generate word-of -mouth advertising and awar eness, and
are able to reach thousands of other custoners and potential custoners because of
t he reach of online conmunication

The Conpany enpl oys a variety of nedia, program and product devel opnent,
busi ness devel opment and pronotional activities to achieve these goals.

Online Service and Internet Advertising. The Conpany places advertisenents
on various high-profile and high-traffic conduit Web sites, including CNET,
Yahoo!, Pointcast, Excite, Lycos, Quote.com and CNN. These advertisenents
usual |y take the form of banners that encourage readers to click through
directly to the Amazon.com bookst ore.

Advertising and Public Relations. The Conmpany engages in a coordinated
program of print advertising in specialized and general circulation newspapers
and nagazi nes, such as The New York Ti nes Book Revi ew and Wred Magazine. In the
future it may begin advertising in other media. As a result of its public
relations activities as well as unsolicited invitations, the Conpany has been
featured in a wide variety of television shows, articles and radi o prograns and
as part of the "What's New' and "Wat's Cool " sections of Netscape and Yahoo!
respectively.

Associ ates Program The Conpany extends its nmarket presence through its
Associ ates Program which included over 4,800 regi stered nenbers as of Decenber
31, 1996. The program enabl es Associate Wb sites to offer books to their
audi ences for fulfillnment by Amazon.com The Associ ate enbeds a hyperlink to
Amazon. conm's site, together with books recommended for that Associate's targeted
customer base. The customer is automatically connected to Amazon.conls site and
may place his or her order. The Associate is able to of fer enhanced services and
recomendat i ons, avoi ding the expenses associated with ordering and fulfillnent,
and receives a commi ssion for certain orders. Prom nent Associate sites include
Net scape Devel oper's Bookstore, The Village Voice and Upsi de.com

Per sonal i zed Shoppi ng Services. The Conpany offers personalized
notification and shopping services through its Eyes and Editors services and has
recently announced its MatchMaker col |l aborative filtering system

Customer G fts. The Conpany has in the past sent, and may in the future
send, gifts to its custoner base. These activities are designed to increase
customer loyalty and provide custoners with a continuing rem nder of the
Amazon. com brand and Wb site.

CUSTOMER SERVI CE

The Conpany believes that its ability to establish and maintain [ ong-term
relationships with its custoners and encourage repeat visits and purchases
depends, in part, on the strength of its custoner support and service operations
and staff. Furthernore, the Conpany val ues frequent conmunication with and
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feedback fromits custoners in order to continually inprove the store and its
services. Amazon.com offers nine e-mail addresses to enable customers to request
i nformati on and to encourage feedback and suggesti ons. The Conpany's team of
customer support and service personnel are responsible for handling genera
customer inquiries, answering custoner questions about the ordering process, and
i nvestigating the status of orders, shipnents and paynents. Amazon.com al so
offers a toll-free line for custoners who are reluctant to enter their credit
card nunbers through the Wb site. The Conpany has automated certain of the
tools used by its custoner support and service staff and intends to actively
pursue enhancenents to and further autonation of its custonmer support and
service systenms and operations.

WAREHOUSI NG AND FULFI LLMENT

The Conpany sources product froma network of book distributors and
publ i shers. The Conpany carries mninmal inventory and relies to a |arge extent
on rapid fulfillment from mgjor distributors and whol esal ers which carry a broad
sel ection of titles. The Conpany purchases a substantial mpjority of its
products from I ngramand B&T. Ingramis the single |argest supplier and accounted
for 59% of the Conpany's inventory purchases in 1996. O the nore than 2.5
million titles offered by the Conpany, up to 400,000 are currently supplied
by book distributors and whol esal ers, including | ngram and B&T.

The Conpany utilizes automated interfaces for sorting and organizing its
orders to enable it to achieve the nost rapid and econom c purchase and delivery
terns possible. The Conpany's proprietary software selects the orders that can
be filled quickly via electronic interfaces with vendors, and forwards renmaining
orders to its special order group. Under the Company's arrangenents with its
di stributors, electronically ordered books often are shipped by the distributor
wi thin hours of receipt of an order from Anmazon.com The Conpany has devel oped
custom zed information systens and dedi cated ordering personnel that specialize
in sourcing hard-to-find books. The Company currently processes all sales
t hrough its warehouse in Seattle.

TECHNOLOGY

The Conpany has inplemented a broad array of site nanagenent, search
customer interaction, transaction-processing and fulfillnent services and
systens using a conbination of its own proprietary technol ogies and commercially
avai | abl e, licensed technol ogi es. The Conpany's current strategy is to license
commerci al ly avail abl e technol ogy whenever possible rather than seek internally
devel oped sol utions. Amazon.com focuses its devel opnent efforts on creating and
enhanci ng the specialized, proprietary software that is unique to its business.

The Conpany uses a set of applications for accepting and validating
customer orders, organizing, placing and nanagi ng orders with suppliers,
recei ving product and assigning it to customer orders, and managi ng shi pnent of
books to customers based on various ordering criteria. The Company's
transacti on-processing systens handle mllions of itens, six different
avai lability statuses, gift-wapping requests and multiple shiprment nethods, and
all ow the custoner to choose whether to receive single or several shipnents
based on availability. These applications al so manage the process of accepting,
aut hori zi ng and chargi ng custoner credit cards. In addition, the Conpany's
systens allow it to maintain ongoing automated e-mmil conmunications with
custoners throughout the ordering process at a negligible incremental cost.
These systens automate nmany routine comruni cations entirely, facilitate
management of customer e-mail inquiries and allow custoners to, on a
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sel f-service basis, check order status, change their e-mail address or password,
and check subscriptions to personal notification services. The Amnazon.com
bookstore al so incorporates a variety of search and database tool s.

A group of systens adm nistrators and network nmanagers nonitor and operate
the Conpany's Wb site, network operations and transacti on-processing systens.
The continued uninterrupted operation of the Conpany's Wb site and
transacti on- processing systenms is essential to its business, and it is the job
of the site operations staff to ensure, to the greatest extent possible, the
reliability of the Conpany's Wb site and transacti on-processi ng systens. The
Conpany uses the services of two Internet service providers, UUNet Technol ogi es,
Inc. and Interconnected Associates, Inc., to obtain connectivity to the |Internet
over multiple dedicated T1 lines.

The Conpany's transacti on-processing systemis not integrated with the
remai nder of the Conpany's accounting and financial systens. As a result, the
Conpany's current managerent information system which produces frequent
operational reports, is inefficient with respect to traditiona
accounting-oriented reporting and requires a significant amount of nanual effort
to prepare information for financial and accounting reporting. See "Risk

Factors -- Risk of Capacity Constraints; Reliance on Internally Devel oped
Systens; System Devel opment Risks," "-- Risk of SystemFailure; Single Site and
Order Interface" and "-- Online Commerce Security Risks."

COVPETI Tl ON

The online comerce market, particularly over the Internet, is new, rapidly
evol ving and intensely conpetitive, which conmpetition the Conmpany expects to
intensify in the future. Barriers to entry are mnimal, and current and new
conpetitors can launch new sites at a relatively low cost. In addition, the
retail book industry is intensely conpetitive. The Conpany currently or
potentially conpetes with a variety of other conpanies. These competitors
i nclude (i) various online booksellers and vendors of other information-based
products such as CDs and vi deot apes, including Book Stacks Unlimted, Inc., a
subsidiary of CUC, (ii) a nunber of indirect conpetitors that specialize in
online comerce or derive a substantial portion of their revenues fromonline
conmer ce, including ACL and M crosoft Corporation, through which other
bookstores may offer products, and (iii) retail vendors of books, music and
vi deot apes, including |arge specialty booksellers, with significant brand
awar eness, sal es volunme and custoner bases, such as B&N and Borders. Both B&N
and Borders have announced their intention to devote substantial resources to
online comerce in the near future and B&N, specifically, has entered into a
rel ationship with ACL through which, beginning in March 1997, it offers a broad
sel ection of titles at discounted prices.

The Conpany believes that the principal conpetitive factors in its narket
are brand recognition, selection, personalized services, convenience, price,
accessibility, custoner service, quality of search tools, quality of editoria
and other site content and reliability and speed of fulfillnent. Many of the
Conpany's current and potential conpetitors have | onger operating histories,
| arger custoner bases, greater brand recognition and significantly greater
financial, marketing and other resources than the Conmpany. In addition, online
retailers may be acquired by, receive investnents fromor enter into other
commercial relationships with larger, well-established and well-financed
conpani es as use of the Internet and other online services increases. Certain of
t he Conpany's conpetitors may be able to secure nerchandi se fromvendors on nore
favorabl e terms, devote greater resources to marketing and pronotiona
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canpai gns, adopt nobre aggressive pricing or inventory availability policies and
devote substantially nmore resources to Wb site and systens devel opnent than the
Conpany. Increased conpetition may result in reduced operating margins, |oss of
mar ket share and a di m ni shed brand franchi se. There can be no assurance that
the Conpany will be able to conpete successfully against current and future
conpetitors, and conpetitive pressures faced by the Conpany nmay have a materia
adverse effect on the Conpany's business, prospects, financial condition and
results of operations. Further, as a strategic response to changes in the
conpetitive environment, the Conpany may fromtime to time nake certain pricing,
service or marketing decisions or acquisitions that could have a materia
adverse effect on its business, prospects, financial condition and results of
operations. New technol ogi es and t he expansi on of existing technol ogi es nay

i ncrease the conpetitive pressures on the Conpany. For exanple, client-agent
applications that select specific titles froma variety of Wb sites may channe
custoners to online booksellers that conpete with the Conpany. In addition
conpani es that control access to transactions through network access or Wb
browsers coul d pronote the Conpany's conpetitors or charge the Conpany a
substantial fee for inclusion. See "Ri sk Factors -- Conmpetition."

LEGAL PROCEEDI NGS

The Conpany has been subject to clainms and expects to be subject to | ega
proceedings and clains fromtime to time in the ordinary course of its business,
i ncluding clains of alleged infringenent by the Conpany of trademarks and ot her
intellectual property rights of third parties. The Conpany is not currently
aware of any material |egal proceedi ngs pending against it.

| NTELLECTUAL PROPERTY

The Conpany regards its copyrights, service marks, trademarks, trade dress,
trade secrets and simlar intellectual property as critical to its success, and
relies on trademark and copyright |aw, trade secret protection and
confidentiality and/or |icense agreenments with its enpl oyees,
custoners, partners and others to protect its proprietary rights. The Conpany
pursues the registration of its trademarks and service narks in the U S. and
internationally, and has applied for the registration of certain of its
trademarks and service marks. Effective trademark, service mark, copyright and
trade secret protection may not be available in every country in which the
Conpany's products and services are nade avail able online. The Conpany has
licensed in the past, and expects that it may license in the future, certain of
its proprietary rights, such as trademarks or copyrighted material, to third
parties. While the Conpany attenpts to ensure that the quality of its brand is
mai nt ai ned by such |icensees, there can be no assurance that such |icensees wl|
not take actions that might materially adversely affect the value of the
Conpany's proprietary rights or reputation, which could have a naterial adverse
ef fect on the Conpany's busi ness, prospects, financial condition and results of
operations. There can be no assurance that the steps taken by the Conpany to
protect its proprietary rights will be adequate or that third parties will not
infringe or msappropriate the Conpany's copyrights, trademarks, trade dress and
simlar proprietary rights. In addition, there can be no assurance that other
parties will not assert infringenent clains against the Conpany. The Conpany has
been subject to clainms and expects to be subject to | egal proceedings and cl ai ns
fromtime to time in the ordinary course of its business, including clains of
al l eged infringenment of the tradenarks and other intellectual property rights of
third parties by the Conpany and its |licensees. Such clains, even if not
neritorious, could result in the expenditure of significant financial and
manageri al resources. The Conpany is not currently aware of any |ega
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proceedi ngs pending against it. The Company has received a letter fromlega
counsel for B&N which clainms in part that the Conpany has infringed B&N s

al | eged common-| aw trademark rights. The Conpany believes that B&N s clains are
wi thout nerit. The Conpany does not believe that these clainms will have,
individually or in the aggregate, a material adverse effect on its financia
position or results of operations.

EMPLOYEES

As of Decenber 31, 1996, the Conpany enployed 151 full-tinme enpl oyees. The
Conpany al so enpl oys i ndependent contractors and other tenporary enpl oyees in
its editorial, operations and finance and adm nistrati on departnents. None of
t he Conpany's enpl oyees is represented by a |abor union, and the Conpany
considers its enployee relations to be good. Conpetition for qualified personne
in the Company's industry is intense, particularly anong software devel opnment
and other technical staff. The Conpany believes that its future success wll
depend in part on its continued ability to attract, hire and retain qualified
personnel. See "Ri sk Factors -- Managenment of Potential G owth; New Management
Team Limted Senior Managenent Resources" and "-- Dependence on Key Personnel
Need for Additional Personnel."

FACI LI TI ES

The Conpany's principal admnistrative, engineering, marketing and custoner
service facilities total approxinmately 42,400 square feet and are located in
Seattl e, Washington under a | ease that expires on July 31, 1999. The Conpany's
war ehousi ng and nerchandi si ng operations are housed in an approxi mately
50, 000- square-foot facility in Seattle, Washington under a | ease that expires on
Cct ober 31, 1999. The Company anticipates that it will require additiona
adm ni strative, custoner service, warehouse and fulfillnment space within the
next 12 nonths, but that suitable additional space will be available on
commercially reasonable terms, although there can be no assurance in this
regard. The Conpany does not own any real estate.

MANAGEMENT
EXECUTI VE OFFI CERS AND DI RECTORS

The following table sets forth certain information regardi ng the executive
of ficers and directors of the Conmpany as of March 17, 1997:
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NAME ACGE POSI TI ON

Jeffrey P. Bezos...................... 33 Presi dent, Chief Executive Oficer and
Chai rman of the Board

Rick R O Ayre..... ... . .. 47 Vi ce President and Executive Editor

Mark L. Breier.......... ..., 37 Vi ce President of Marketing

Joy D. COVEY. ..ot 33 Chief Financial Oficer, Vice

Presi dent of Finance and
Admi ni stration, Treasurer and

Secretary
Cswaldo F. Duenas..................... 50 Vice President of Operations
Mary E. Engstrom..................... 34 Vice President of Publisher Affairs
Shel don J. Kaphan..................... 44 Vi ce President and Chief Technol ogy
Oficer
Scott E. Lipsky.......... ... ... ... ... 32 Vi ce President of Business Expansion
John D. Risher........ ... .. ........... 31 Vi ce President of Product Devel opnent
Joel R Spiegel.......... ... .. ...... 41 Vi ce President of Engineering
Tom A Aberg(l).......... ... . ...... 57 Di rector
Scott D. CoOK.............. i 44 Di rector
L. John Doerr(2).......ccvvvuvinnn. 45 Di rector
Patricia Q Stonesifer(1)(2).......... 40 Di rector

(1) Menber of the Audit Conmittee.

(2) Member of the Conpensation Conmittee.

JEFFREY P. BEZOS. M. Bezos has been President and Chairman of the Board
of the Conpany since founding it in 1994, and Chi ef Executive Oficer since My
1996, and served as Treasurer and Secretary from May 1996 to March 1997. From
December 1990 to June 1994, M. Bezos was enployed by D.E. Shaw & Co., a \Vall
Street investment firm beconming Senior Vice President in 1992. From April 1988
to Decenmber 1990, M. Bezos was enployed by Bankers Trust Conpany, becom ng Vice
President in February 1990. M. Bezos received his B.S. in Electrical
Engi neering and Conputer Science, Summa Cum Laude, from Princeton University.

RICK R AYRE. M. Ayre joined the Company in Septenmber 1996 as Vice
Presi dent and Executive Editor. From Septenber 1991 to Septenber 1996, M. Ayre
served in a nunber of positions at PC Magazi ne, nobst recently as Executive
Editor for Technol ogy. From Septenber 1988 to Septenmber 1991, M. Ayre served as
Chi ef of Information Resources Managenment of Highland Drive VAMC, a hospital.
M. Ayre received his B.A. in Sociology fromDrury Coll ege.

MARK L. BREIER. M. Breier joined the Conpany in January 1997 as Vice
Presi dent of Marketing. From March 1994 to Septenber 1996, M. Breier served as
Vi ce President of Marketing of Ci nnabon World Fanpbus Cinnanpon Rolls. M. Breier
was involved in product nmanagenment and introduction at Dreyer's Grand |Ice Cream
from Cct ober 1988 to March 1994, at Kraft Foods, Inc., a multinational consuner
products conpany, from April 1986 to October 1988 and at Parker Brothers, a
wor | dwi de manufacturer of toys and ganes, from August 1985 to March 1986. M.
Breier received his B.A in Economics from Stanford University and his MB. A
fromthe Stanford University G aduate School of Business.

JOY D. COVEY. Ms. Covey joined the Conmpany in Decenber 1996 as Chi ef
Fi nancial O ficer and Vice President of Finance and Admi nistration, and becane
Secretary and Treasurer in March 1997. From June 1995 to February 1996, Ms.
Covey served as Vice President, Operations of the Broadcast Division of Avid
Technol ogy, Inc. ("Avid"), a devel oper of digital nedia systens, and from January
1995 to June 1995, Ms. Covey served as Vice President of Business Devel opnent for
Avid. From July 1991 to January 1995, Ms. Covey served as Chief Financial Oficer
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of Digidesign, Inc., a developer of random access digital audio systens and
software. Prior to that, she was an associate at Wasserstein Perella & Co., and a
certified public accountant at Arthur Young & Conpany (now Ernst & Young LLP).

Ms. Covey received her B.S. in Business Adm nistration, Sunma Cum Laude, from
California State University, Fresno, her MB. A, Wth H gh Distinction, from

Har vard Busi ness School and her J.D., Magna Cum Laude, from Harvard Law School .
She is a Certified Public Accountant and a nenber of the California State Bar.

OSWALDO F. DUENAS. M. Duenas joined the Conpany in January 1997 as Vice
Presi dent of Operations. From February 1994 to Decenber 1996, M. Duenas served
as Vice President of the Latin American division of International Service
System Inc., Latin America's |argest integrated service conpany, where he
oversaw sal es, marketing, operations and custoner relations for the division and
managed several thousand enpl oyees. From Septenber 1993 to January 1994, M.
Duenas served as President and Director General of National Vision Associates, a
Mexi can vision retail business. From 1973 to 1993, M. Duenas held various
management positions with Federal Express, a worldw de express transportation

company.

MARY E. ENGSTROM Ms. Engstrom joined the Conpany in February 1997 as Vice
Presi dent of Publisher Affairs. From Decenber 1996 to February 1997, M.
Engstrom served as Vice President of Marketing of Symantec Corporation
("Symantec"), a devel oper of information managenent and productivity enhancenent
software, and from February 1996 to February 1997, Ms. Engstrom served as
General Manager of the Security Business Unit of Symantec. From July 1989 to
Sept enber 1994, Ms. Engstrom hel d several nmanagenent positions at M crosoft
Cor poration, including Goup Product Manager for Mcrosoft Access, G oup Product
Manager for M crosoft Project and Director of Marketing, Strategic Relations.
Ms. Engstromreceived her B.A in Economics fromthe University of California,
Ber kel ey, and her MB. A fromthe Anderson G aduate School of Managenent at the
University of California, Los Angeles.

SHELDON J. KAPHAN. M. Kaphan has served as the Conpany's Vice President
and Chi ef Technology O ficer since March 1997. From October 1994 to March 1997,
M. Kaphan served as Vice President of Research and Devel opnent of the Conpany.
From Cctober 1992 to July 1994, M. Kaphan served as senior engi neer at Kal eida
Labs Inc., a nultinedia joint venture between Apple Conmputer Inc. and
I nt ernati onal Busi ness Machi nes Corporation. M. Kaphan received his B.A in
Mat henatics fromthe University of California, Santa Cruz.

SCOIT E. LIPSKY. M. Lipsky joined the Conpany in July 1996 as Vice
Presi dent of Business Expansion. From March 1994 to July 1996, M. Lipsky served
as Chief Information O ficer of the superstore division, and Chief Technol ogy
O ficer of the college division, of B&N, a national bookstore chain. From
Septenber 1991 to January 1994, M. Lipsky served as founder and President of
Omi Informati on Group, a consulting, software devel opnent and systens
i ntegration conpany serving the retail-chain market. From February 1987 to
Septenmber 1991, M. Lipsky was Vice President of Information Systens at
Babbage's, a consuner software retail chain.

JOHN D. RISHER. M. Risher joined the Conpany in February 1997 as Vice
Presi dent of Product Devel opnent. From July 1991 to February 1997, M. Risher
held a variety of nmarketing and project managenment positions at M crosoft
Cor poration, including Team Manager for M crosoft Access and Founder and Product
Unit Manager for MS Investor, Mcrosoft's Wb site for personal investnent. M.
Ri sher received his B.A in Conparative Literature, Magna Cum Laude, from
Princeton University and his MB. A from Harvard Busi ness School .
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JOEL R SPIEGEL. M. Spiegel joined the Conpany in March 1997 as Vice
Presi dent of Engi neering. From March 1995 to March 1997, M. Spiegel held
several positions with Mcrosoft Corporation, including Wndows 95 Multi nedi a
Devel opnent Manager, W ndows Multimedi a Group Manager and Product Unit Manager,
Information Retrieval. From June 1986 to March 1995, he held a variety of
positions at Apple Conputer Inc., npst recently as Senior Manager responsible
for new product devel opment in the Apple Business Systens Division. Prior to
that, M. Spiegel held software product devel opment positions at a nunber of
conpani es, including Hew ett-Packard and Visi Corp. M. Spiegel received his B. A
in Biology with Honors from Grinnell College.

TOM A, ALBERG M. Al berg has been a director of the Conpany since June
1996. M. Al berg has been a principal in the firmof Mdrona |Investment G oup,
L.L.C., a private nerchant banking firm since January 1996. From April 1991 to
Cct ober 1995, he was the President and a director of LIN Broadcasting
Corporation, and fromJuly 1990 to Cctober 1995, he was Executive Vice President
of McCaw Cel | ul ar Conmuni cations, Inc.; both compani es were providers of
cellul ar tel ephone services and are now part of AT&T Corp. Prior to 1990, M.
Al berg was a partner of the law firm Perkins Coie, where he also served as
Chairman of the firmis Executive Committee. M. Alberg is also a director of
Active Voice Corporation, Emeritus Corp., Msaix, Inc., Teledesic Corporation
and Visio Corp. M. Alberg received his B.A fromHarvard University and his
J.D. from Col unbi a Law School .

SCOTT D. COOK. M. Cook has been a director of the Conpany since January
1997. M. Cook co-founded Intuit, Inc., a |eading personal finance, tax and
accounting software conpany, in 1983, has served as President of Intuit since
that tinme and has served as its Chairman of the Board since April 1994. Prior to
co-founding Intuit, M. Cook was a consultant for Bain & Conpany, a strategy
consulting firm and a brand manager for Procter & Ganble. M. Cook is also a
director of Broderbund Software, Inc. and Intuit, Inc. M. Cook received his
B.A in Mathematics and Economics fromthe University of Southern California and
his MB. A from Harvard Busi ness School .

L. JOHN DCERR. M. Doerr has been a director of the Conpany since June
1996. M. Doerr has been a general partner of Kleiner Perkins Caufield & Byers,
a venture capital firm since Septenber 1980. Prior to joining Kleiner Perkins
Caufield & Byers, M. Doerr was enployed by Intel Corporation for five years.
M. Doerr is also a director of Netscape Comunications Corporation, Intuit,
Inc., Macronedia, Inc., Platinum Software, Inc., Shiva Corporation and Sun
M crosystens, as well as several private conpanies. M. Doerr received his
ME. E. and B.S.E.E. fromRice University and his MB. A from Harvard Busi ness
School .

PATRICIA Q STONESIFER M. Stonesifer has been a director of the Conpany
since February 1997. Ms. Stonesifer is an independent management consultant
whose clients include DreamMrks SKG M. Stonesifer served as Senior Vice
President of the Interactive Media Division of Mcrosoft Corporation from
February 1996 to Decenber 1996, was head of M crosoft's Consuner Division from
August 1993 to February 1996 and held a range of positions at Mcrosoft from
1988 to 1993. Wiile at Mcrosoft, Ms. Stonesifer managed its investments in new
online content and service products, including MSN, the M crosoft Network
(msn.com; MSNBC, Mcrosoft's joint venture with NBC, Slate (slate.com; and
Expedi a (expedia.com), as well as other I|Internet-based products. Prior to
joining Mcrosoft, M. Stonesifer held a number of positions at Que Corporation.
Ms. Stonesifer is also a director of Kinko's, Inc. and a nenber of the Executive
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Board of the Acadeny of Interactive Arts and Sciences. Ms. Stonesifer received
her B.A. in Ceneral Studies fromlIndiana University.

COW TTEES OF THE BOARD OF DI RECTORS

The Audit Committee consists of M. Al berg and Ms. Stonesifer. Anbng other
functions, the Audit Committee makes recomrendations to the Board of Directors
regardi ng the selection of independent auditors, reviews the results and scope
of the audit and other services provided by the Conpany's independent auditors,
revi ews the Conpany's bal ance sheet, statement of operations and cash fl ows and
reviews and eval uates the Conpany's internal control functions.

The Conpensation Conmittee consists of M. Doerr and Ms. Stonesifer. The
Conpensation Conmittee revi ews and approves the conpensati on and benefits for
t he Conpany's executive officers, administer the Conpany's stock option plans
and nake recommendations to the Board of Directors regardi ng such matters.

DI RECTOR COVPENSATI ON

Directors of the Conpany do not receive cash conpensation for their
services as directors or nenmbers of conmittees of the Board of Directors, but
are reinbursed for their reasonabl e expenses incurred in attendi ng neetings of
the Board of Directors. In Decenber 1995, the Conpany granted to M. Alberg a
nonqual i fied stock option to purchase 60,000 shares of Conmpbn Stock at an
exerci se price of $0.3333 per share and a nonqualified stock option to purchase
60, 000 shares of Commpn Stock at an exercise price of $0.6666 per share. In
January 1997, the Conmpany granted M. Cook, a director of the Conpany, an option
to purchase 60,000 shares of Common Stock at an exercise price of $1.3333 per
share. In February 1997, the Conpany granted Ms. Stonesifer, a director of the
Conpany, an option to purchase 60,000 shares of Commbn Stock at an exercise
price of $2.6666 per share. The Conpany currently intends to make conparable
option grants to future outside directors. See "Certain Transactions."

COVPENSATI ON COVM TTEE | NTERLOCKS AND | NSI DER PARTI Cl PATI ON

The Conpensation Committee currently consists of M. Doerr and Ms.
Stonesifer. No nenber of the Board of Directors or of the Conpensation Conmmittee
serves as a nmenber of the board of directors or conpensation comittee of any
entity that has one or nore executive officers serving as a nmenber of the
Conpany's Board of Directors or Conpensation Conmittee. In February 1997, M.
Stonesi fer, a nmenber of the Conpensation Commttee, purchased 2,500 shares of
the Conpany's Series A Preferred Stock at $40.00 per share.

LI M TATI ON OF LI ABILITY AND | NDEWNI FI CATI ON MATTERS

The Conpany's Restated Certificate of Incorporation limts the liability of
directors to the full extent permitted by Del aware | aw. Del aware | aw provi des
that a corporation's certificate of incorporation may contain a provision
elimnating or limting the personal liability of directors for nonetary danmages
for breach of their fiduciary duties as directors, except for liability (i) for
any breach of their duty of loyalty to the corporation or its stockholders, (ii)
for acts or omissions not in good faith or which involve intentional m sconduct
or a knowing violation of law, (iii) for unlawful payments of dividends or
unl awf ul stock repurchases or redenptions as provided in Section 174 of the
Del awar e CGeneral Corporation Law (the "DGCL"), or (iv) for any transaction from
whi ch the director derived an inproper personal benefit. The Conpany's Byl aws
provi de that the Company shall indemify its directors and officers and may
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indemify its enployees and agents to the fullest extent pernmitted by |aw. The
Conpany believes that indemification under its Bylaws covers at | east
negl i gence and gross negligence on the part of indemified parties.

The Conpany has entered into agreements to indemify its directors and
executive officers. These agreenments, anong other things, indemify the
Conpany's directors and officers for certain expenses (including attorneys
fees), judgnents, fines and settlement anounts incurred by such persons in any
action or proceeding, including any action by or in the right of the Conpany,
arising out of such person's services as a director or officer of the Conpany,
any subsidiary of the Company or any other company or enterprise to which the
person provi des services at the request of the Conpany. The Conpany believes
that these provisions and agreenments are necessary to attract and retain
qualified directors and officers.

At present, there is no pending litigation or proceedi ng involving any
director, officer, enployee or agent of the Conpany where indemnification wll
be required or pernitted. The Company is not aware of any threatened litigation
or proceeding that mght result in a claimfor such i ndemification

EXECUTI VE COVPENSATI ON

The following table sets forth information concerning the conmpensation
recei ved for services rendered to the Conpany in all capacities during the year
ended Decenber 31, 1996 by the Conpany's President and Chief Executive Oficer
No ot her executive officer of the Conpany who held office at Decenber 31, 1996
met the definition of "highly conmpensated” within the neaning of the
Conmi ssion's executive conpensation di sclosure rules.

SUMVARY COMPENSATI ON TABLE
ANNUAL COVPENSATI ON

NAVE AND PRI NCI PAL OTHER ANNUAL ALL OTHER
PCsI TI ON SALARY( $) BONUS( $) COVPENSATI ON( $) COVPENSATI ON( $)
Jeffrey P. BezoS.........ciinnnn. $ 64,333 $ -0- $ -0- $ -0-
Presi dent and Chi ef Executive
Oficer

M. Bezos does not currently hold options to purchase capital stock of the
Conpany.

EMPLOYEE BENEFI T PLANS

1994 Stock Option Plan. The Conpany's Board of Directors has adopted the
Conpany's 1994 Stock Option Plan and reserved an aggregate of 4,800,000 shares
of Common Stock for grants of stock options under the plan. The 1994 Stock
Option Plan provides for the grant of options for Common Stock to enpl oyees,
directors, officers, consultants, advisors and i ndependent contractors of the
Conpany or an affiliate of the Conpany. The 1994 Stock Option Plan was approved
by the Board of Directors and the sol e stockhol der on Septenmber 15, 1994, and
anended by the Board of Directors on Septenber 25, 1996. As of February 28,
1997, options to purchase 3,052,974 shares of Commobn Stock were outstandi ng
under the 1994 Stock Option Plan with exercise prices ranging from $0.1717 to
$4.00 per share, options to purchase 110,640 shares were available for grant and
options for 1,636,386 shares had been exerci sed.

The 1994 Stock Option Plan is adm nistered by the Conpensation Committee.
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The Conpensation Conmittee has the authority to select individuals who are to
recei ve options under the 1994 Stock Option Plan and to specify the terns and
conditions of each option so granted (incentive or nonqualified), the vesting
provi sions, the option termand the exercise price. Options granted under the
1994 Stock Option Plan nust be exercised within three nonths of the optionee's
term nation of service (as defined in the 1994 Stock Option Plan) to or

enpl oyment by the Conpany (subject to extension to one year fromthe date of
termnation if the optionee dies within such three-nmonth exerci se period), or
within one year after the optionee's termnation by death or disability (subject
to extension to one year fromthe date of death if the optionee dies during the
one-year exercise period after termnation by disability), but in no event |ater
than the expiration of the option term Options granted under the 1994 Stock
Option Plan are not transferable by the optionee except by will or the |aws of
descent and distribution and generally are exercisable during the lifetine of

t he opti onee only by such optionee.

In the event of a sale of all or substantially all of the Conpany's assets,
a nmerger or reorganization in which the Conpany is not the surviving
corporation, or the sale or other transfer of nore than 50% of the outstanding
shares of Common Stock (each, a "Terminating Event"), the Conpensation Committee
may determ ne whether provision will be nmade for assunption of or substitution
for the stock options granted under the 1994 Stock Option Plan by the successor
corporation. |If the Conpensation Comittee determ nes that no such assunption or
substitution will be made, all options will becone fully vested and each
optionee will have the right to exercise any unexerci sed and unexpired options
within 30 days fromthe date of notice of such determ nation. Wth respect to
options granted prior to December 20, 1996, Termi nating Events al so include the
sale of a material division of the Conpany, an acquisition by the Conpany
resulting in an extraordi nary expansion of the Conpany and a material change in
the capital structure of the Conpany (excluding the issuance of securities of
t he Conpany for adequate consideration and the conversion into Cormon Stock of
convertible securities of the Conpany).

1997 Stock Option Plan. The purpose of the 1997 Stock Option Plan is to
enhance the | ong-term stockhol der val ue of the Conpany by offering opportunities
to enpl oyees, directors, officers, consultants, agents, advisors and independent
contractors of the Conmpany to participate in the Conpany's growth and success,
and to encourage themto remain in the service of the Conpany and acquire and
mai ntai n stock ownership in the Conpany.

As of February 28, 1997, an aggregate of 6,000,000 shares of Conmmpbn Stock
were avail able for issuance under the 1997 Stock Option Plan, and no options
were outstanding. In addition, any shares of Common Stock avail able for issuance
under the 1994 Stock Option Plan that are not issued under that plan shall be
added to the aggregate nunber of shares avail able for issuance under the 1997
Stock Option Plan. Options for a nmaxi mum of 375,000 shares nay be granted under
the 1997 Stock Option Plan to any individual in any one fiscal year, except that
t he Conpany may make additional one-time grants of up to 1,500,000 shares to
new y hired individuals.

The 1997 Stock Option Plan is adm nistered by the Conpensation Committee,
whi ch has the authority to select individuals who are to receive options under
the 1997 Stock Option Plan and to specify the ternms and conditions of each
option so granted (incentive or nonqualified), the vesting provisions, the
option termand the exercise price. Unless otherw se provided by the Plan
Adm ni strator, an option granted under the 1997 Stock Option Plan expires 10
years fromthe date of grant (five years in the case of an incentive stock
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option granted to the holder of 10% or nore of the Conpany's outstanding capita
stock) or, if earlier, three nonths after the optionee's termnation of

enpl oyment or service other than term nation for cause, one year after the
optionee's retirenent, early retirement at the Conpany's request, death or
disability, or imediately upon notification to an optionee of termnation for
cause. Options granted under the 1997 Stock Option Plan are not generally
transferable by the opti onee except by will or the | aws of descent and

di stribution and generally are exercisable during the lifetime of the optionee
only by such optionee.

In the event of (i) the nerger or consolidation of the Conmpany in which it
is not the surviving corporation, or pursuant to which shares of Commbn Stock
are converted into cash, securities or other property (other than a merger in
whi ch hol ders of Conmmon Stock i medi ately before the nmerger have the sane
proportionate ownership of the capital stock of the surviving corporation
i mediately after the nerger), (ii) the sale, |ease, exchange or other transfer
of all or substantially all of the Conpany's assets (other than a transfer to a
maj ority-owned subsidiary), or (iii) the approval by the hol ders of Conmon Stock
of any plan or proposal for the Conpany's liquidation or dissolution (each, a
"Corporate Transaction"), the Conpensation Committee will determ ne whether
provision will be nade in connection with the Corporate Transactions for
assunption of the options under the 1997 Stock Option Plan or substitution of
appropriate new options covering the stock of the successor corporation, or an
affiliate of the successor corporation. If the Conpensation Conmittee deternines
that no such assunption or substitution will be nade, each outstandi ng option
under the 1997 Stock Option Plan shall automatically accelerate so that it wll
become 100% vested and exercisable inmedi ately before the Corporate Transaction
except that acceleration will not occur if, in the opinion of the Company's
accountants, it would render unavail able "pooling of interest” accounting for
t he Corporate Transaction.

Repurchase Right Under Option Plans. Wth respect to each of the 1994
Stock Option Plan and the 1997 Stock Option Plan (collectively, the "Plans"),
t he Conpensation Committee has the discretion to authorize the issuance of
unvest ed shares of Common Stock pursuant to the exercise of a stock option under
the applicable Plan. If the optionee ceases to be enployed by or provide
services to the Conpany, all shares of Common Stock issued on exercise of a
stock option which are unvested at the time of cessation shall be subject to
repurchase by the Conpany at the exercise price paid for such shares. The terms
and condi tions upon which the repurchase rights are exercisable by the Conpany
are determ ned by the Conmpensation Commttee and set forth in the agreenent
evi denci ng such right. The Conpensation Committee has discretionary authority to
cancel the Company's outstanding repurchase rights with respect to one or nore
shares purchased or purchasabl e under an option granted pursuant to that Plan
In the event of a Term nating Event or a Corporate Transacti on under the 1994
Stock Option Plan or the 1997 Stock Option Plan, respectively, if vesting of the
options accel erates, the repurchase rights of the Conmpany with respect to shares
previously acquired on exercise of options granted under the 1994 Stock Option
Pl an or the 1997 Stock Option Plan, respectively, shall termnate.

CERTAI N TRANSACTI ONS

Since the inception of the Conmpany in July 1994, the Company has issued
shares of Preferred Stock in private placenent transactions as follows: 555, 161
and 14, 235 shares of Series A Preferred Stock at $14.05 per share to Kl einer
Perkins Caufield & Byers VIII and KPCB I nfornmation Sci ences Zai batsu Fund 11
respectively, and 2,500 and 2,500 shares of Series A Preferred Stock at $40.00
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per share to Scott D. Cook and Patricia Q Stonesifer, respectively. L. John
Doerr, a director of the Conpany, is a general partner of KPCB VIII| Associ ates,
which is a general partner of Kl einer Perkins Caufield & Byers VIII and KPCB
Information Sciences Zai batsu Fund Il. M. Doerr disclains beneficial ownership
of the shares of Series A Preferred Stock issued to such entities, except for
his proportional interest therein. M. Cook and Ms. Stonesifer are directors of
t he Conpany. All outstanding shares of Series A Preferred Stock will convert
into an aggregate of 3,446,376 shares of Common Stock upon the closing of this
of fering. The holders of certain of such shares of Series A Preferred Stock are
entitled to certain registration rights with respect to the Conmpn Stock

i ssuabl e upon conversion thereof. See "Description of Capita

St ock--Regi stration Rights.”

In July 1994, Jeffrey P. Bezos, the President, Chief Executive Oficer and
Chai rman of the Board of the Conpany, purchased 10, 200,000 shares of Comon
Stock for an aggregate price of $10,000. M. Bezos nade interest-free |loans to
the Conpany in the principal ambunts of $15,000, $29,000 and $40,000 in July
1994, Novenber 1994 and Novenber 1995, respectively, which were fully repaid in
August 1995, April 1995 and Novenber 1995, respectively. From Novenber 1994 to
December 1996, M. Bezos personally guaranteed the obligations of the Conpany
under a nmerchant account with Seafirst Bank. Since July 1995, M. Bezos has
personal |y guaranteed the obligations of the Conpany under a bankcard nerchant
account with Wells Fargo Bank. Since April 1995, M. Bezos has personally
guar ant eed conpany credit cards. The Conpany intends to secure rel eases of al
of M. Bezos' guarantees as soon as possible following the closing of this
of fering. The Conpany has granted to M. Bezos certain rights with respect to
the registration of 9,885,000 shares of Commobn Stock. See "Description of
Capital Stock -- Registration Rights."

In February 1995, the Conpany sold 582,528 shares of Common Stock to M gue
A. Bezos at a price per share of $0.1717. In July 1995, the Conpany sold 847,716
shares of Commopn Stock to the Gse Family Trust at a price per share of $0.1717.
Jacklyn G se Bezos is the trustee and beneficiary of the Gse Famly Trust.
M guel A. Bezos and Jacklyn G se Bezos are the parents of Jeffrey P. Bezos. In
May 1996, the Conpany sol d 30,000 shares of Comobn Stock to each of Mark S.
Bezos and Christina Bezos Poore, siblings of Jeffrey P. Bezos, at a price per
share of $0.3333.

In Decenber 1995, the Conpany sold 150, 000 shares of Common Stock to Tom A
Al berg, a director of the Company, at a price per share of $0.3333.

In June 1996, in connection with the Conpany's Series A Preferred Stock
financing, M. Bezos granted the Conpany a right to repurchase 612,000 shares of
Common Stock held by himat $0.0010 per share if his enploynent term nates under
certain circunstances. The Conpany's right of repurchase | apses ratably over the
36-nmont h period endi ng June 21, 1999.

The Conpany believes that all the transactions set forth above were made on
ternms no | ess favorable to the Conmpany than could have been obtained from
unaffiliated third parties. Any future transactions, including | oans, between
the Conpany and its officers, directors and principal stockholders and their
affiliates will be approved by a majority of the Board of Directors, including a
majority of the independent and disinterested directors, and will be on terns no
| ess favorable to the Conpany than could be obtained fromunaffiliated third
parties.

The Conpany has entered into i ndemnification agreements with each of its
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executive officers and directors. See "Managenment -- Limitation of Liability and
I ndemmi fication Matters."

PRI NCl PAL STOCKHOLDERS

The following table sets forth certain information regarding the beneficia
owner shi p of the Conmpany's outstandi ng Conmon Stock as of February 28, 1997 and
as adjusted to reflect the sale of the Conmon Stock of fered hereby for (i) each
person or entity known by the Conpany to beneficially own nore than 5% of the
Conmon Stock, (ii) each director of the Conpany, (iii) the Conpany's Chief
Executive O ficer, and (iv) all of the Conpany's directors and executive
officers as a group. Except as otherw se indicated, the Conpany believes that
t he beneficial owners of the Common Stock |isted bel ow, based on information
furni shed by such owners, have sole voting and investnent power with respect to
such shares.

PERCENTAGE OF
SHARES OUTSTANDI NG
NUMBER COF SHARES PRIOR TO AFTER
NAME AND ADDRESS BENEFI CI ALLY OWNED  OFFERING  OFFERI NG

Jeffrey P. BeZOS. .. ... 9, 885, 000 48. 3% 43. 1%
c/ o Amazon.com Inc.
1516 Second Avenue, 4th Fl oor
Seattle, WA 98101

L. John Doerr (1) . ..o 3,416, 376 16.7 14.9
Kl ei ner Perkins Caufield & Byers
4 Enbarcadero Center, Suite 3520
San Franci sco, CA 94111

Tom A Alberg(2). ... 195, 000 * *
Scott D COOK(3) ..ottt e 75, 000 * *
Patricia Q Stonesifer(4).......... . 75, 000 * *
Al'l directors and executive officers as a group (13

PErSONS) (5) . .ot 15, 560, 226 73.4 65. 6

* Less than 1%

(1) Represents 3,330,966 shares and 85, 410 shares of Common Stock issuabl e upon
conversion of Series A Preferred Stock held by Kleiner Perkins Caufield &

Byers VII1 and KPCB Information Sciences Zai batsu Fund |I, respectively. M.
Doerr is a general partner of KPCB VIII Associates, which is a general
partner of Kleiner Perkins Caufield & Byers VIII and KPCB | nformation
Sci ences Zai batsu Fund Il. M. Doerr disclains beneficial ownership of such

shares, except for his proportional interest therein.

(2) Includes 48,000 shares subject to options exercisable within 60 days of
February 28, 1997.

(3) Represents 60,000 shares subject to options exercisable within 60 days of
February 28, 1997, certain of which shares may be subject to a right of
repurchase by the Conpany, and 15,000 shares of Common Stock issuabl e upon
conversion of Series A Preferred Stock.

(4) Represents 60,000 shares subject to options exercisable within 60 days of
February 28, 1997, certain of which shares may be subject to a right of
repurchase by the Conpany, and 15,000 shares of Common Stock issuabl e upon
conversion of Series A Preferred Stock.

(5) Includes 759, 498 shares subject to options exercisable within 60 days of
February 28, 1997, certain of which nay be subject to a right of repurchase.
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DESCRI PTI ON OF CAPI TAL STOCK

The aut horized capital stock of the Conpany consists of 100, 000,000 shares
of Common Stock, $0.01 par value per share, and 10,000,000 shares of Preferred
St ock, $0.01 par value per share. The follow ng summary of certain provisions of
t he Conmon Stock and Preferred Stock does not purport to be conplete and is
subject to, and qualified inits entirety by, the provisions of the Company's
Restated Certificate of Incorporation, which is included as an exhibit to the
Regi stration Statenent of which this Prospectus is a part, and by the provisions
of applicable | aw.

COVMMON STOCK

As of February 28, 1997, there were 17,008, 158 shares of Commobn Stock
out standi ng hel d of record by 54 stockhol ders. There will be 22,954,534 shares
of Common Stock outstanding (assum ng no exercise of the Underwiters'
over-al lotment option and no exerci se of outstanding options) after giving
effect to the sale of Cormobn Stock offered to the public hereby. The hol ders of
Common Stock are entitled to one vote for each share held of record on al
matters submitted to a vote of stockholders. See "Ri sk Factors -- Control of the
Conpany." Subject to preferences that nay be applicable to any outstandi ng
shares of Preferred Stock, the holders of Common Stock are entitled to receive
ratably such dividends, if any, as may be declared by the Board of Directors out
of funds legally available for the paynent of dividends. See "Dividend Policy."
In the event of a liquidation, dissolution or winding up of the Conpany, the
hol ders of Conmon Stock are entitled to share ratably in all assets remaining
after paynent of liabilities and |iquidation preferences of any outstanding
shares of Preferred Stock. Hol ders of Conmmpbn Stock have no preenptive rights or
rights to convert their Conmon Stock into any other securities. There are no
redenpti on or sinking fund provisions applicable to the Common Stock. Al
out st andi ng shares of Common Stock are fully paid and nonassessabl e, and the
shares of Common Stock to be issued upon conpletion of this offering will be
fully paid and nonassessabl e.

PREFERRED STOCK

Upon the closing of this offering, all outstanding shares of Preferred

Stock will be converted into 3,446,376 shares of Common Stock. Thereafter,
pursuant to the Conpany's Restated Certificate of Incorporation, the Board of
Directors will have the authority, w thout further action by the stockhol ders,

to issue up to 10, 000,000 shares of Preferred Stock in one or nmore series and to
fix the designations, powers, preferences, privileges and relative
participating, optional or special rights and the qualifications, limtations or
restrictions thereof, including dividend rights, conversion rights, voting
rights, terns of redenption and |iquidation preferences, any or all of which may
be greater than the rights of the Conmon Stock. The Board of Directors, without
st ockhol der approval, can issue Preferred Stock with voting, conversion or other
rights that could adversely affect the voting power and other rights of the

hol ders of Conmon Stock. Preferred Stock could thus be issued quickly with terns
calcul ated to delay or prevent a change in control of the Conpany or make
renoval of managerment nore difficult. Additionally, the issuance of Preferred
Stock may have the effect of decreasing the market price of the Commobn Stock

and may adversely affect the voting and other rights of the holders of Comron

St ock. The Conpany has no plans to issue any Preferred Stock

ANTI TAKEOVER EFFECTS OF CERTAI N PROVI SI ONS OF RESTATED CERTI FI CATE OF
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| NCORPORATI ON AND WASHI NGTON LAW

As noted above, the Company's Board of Directors, w thout stockhol der
approval, has the authority under the Conmpany's Restated Certificate of
I ncorporation to i ssue Preferred Stock with rights superior to the rights of the
hol ders of Conmon Stock. As a result, Preferred Stock could be issued quickly
and easily, could adversely affect the rights of holders of Conmon Stock and
could be issued with terms calculated to delay or prevent a change in control of
t he Conpany or nmke renoval of managenent nore difficult.

The | aws of the State of Washi ngton, where the Conpany's principa
executive offices are |located, inmpose restrictions on certain transactions
bet ween certain foreign corporations and significant stockhol ders. Chapter
23B. 19 of the Washi ngton Busi ness Corporation Act (the "WBCA") prohibits a
"Target Corporation,"” with certain exceptions, fromengaging in certain
"Significant Business Transactions" with a person or group of persons which
beneficially owns 10% or nmore of the voting securities of the Target Corporation
(an "Acquiring Person") for a period of five years after such acquisition,
unl ess the transaction or acquisition of shares is approved by a najority of the
nenbers of the Target Corporation's board of directors prior to the tine of
acqui sition. Such prohibited transactions include, anong other things, a nerger
or consolidation with, disposition of assets to, or issuance or redenption of
stock to or from the Acquiring Person, ternination of 5% or nore of the
enpl oyees of the Target Corporation as a result of the Acquiring Person's
acquisition of 10%or nore of the shares or allowi ng the Acquiring Person to
recei ve any disproportionate benefit as a stockholder. After the five-year
period, a Significant Business Transaction may take place as long as it conplies
with certain fair price provisions of the statute. A Target Corporation includes
a foreign corporation if (i) the corporation has a class of voting stock
regi stered pursuant to Section 12 or 15 of the Securities Exchange Act of 1934,
as anended, (ii) the corporation's principal executive office is |located in
Washi ngton State, (iii) any of (a) nmore than 10% of the corporation's
st ockhol ders of record are Washi ngton residents, (b) nore than 10% of its shares
of record are owned by Washi ngton residents, or (c) 1,000 or nore of its
st ockhol ders of record are Washington residents, (iv) a ngjority of the
corporation's enpl oyees are Washi ngton residents or nore than 1,000 Washi ngt on
resi dents are enployees of the corporation, and (v) a majority of the
corporation's tangible assets are |located in Washington State or the corporation
has nore than $50 million of tangible assets |located in Washington State. A
corporation nmay not "opt out" of this statute. Dependi ng upon whether the
Conpany neets the definition of a Target Corporation, Chapter 23B.19 of the WBCA
may have the effect of delaying, deferring or preventing a change in control of
t he Conpany.

Al t hough Section 203 of the DGCL generally prohibits Del aware corporations
fromengaging in certain "Business Conbinati ons" (as defined therein) with
certain "Interested Stockhol ders" (as defined therein) for a period of three
years unless certain criteria are net, the Conpany has expressly elected inits
Restated Certificate of Incorporation not to be governed by Section 203 of the
DGCL.

REQ STRATI ON RI GHTS

Pursuant to an agreenent anong the Conpany, M. Bezos, who is the hol der of
9, 885, 000 shares of Common Stock (the "Conmon Hol der"), and two hol ders of
569, 396 shares of Series A Preferred Stock in the aggregate which are
convertible into 3,416,376 shares of Common Stock (the "Preferred Hol ders"), the
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Conmon Hol der and the Preferred Hol ders are entitled to certain rights with
respect to the registration of such shares under the Securities Act. If the
Conpany proposes to register any of its securities under the Securities Act,
either for its own account or for the account of other security hol ders, the
Common Hol der and the Preferred Holders are entitled to notice of such
registration and to include shares of Common Stock in such registration at the
Conpany' s expense. Additionally, the Preferred Holders are entitled to certain
demand registration rights pursuant to which they may require the Conpany to
file a registration statenment under the Securities Act at the Conpany's expense
with respect to their shares of Common Stock, and the Conpany is required to use
its conmercially reasonable efforts to effect such registration (a "Requested
Regi stration"). Further, the Preferred Hol ders nay require the Conpany to file
additional registration statements on Form S-3 at the expense of the Preferred
Hol ders. All of these registration rights are subject to certain conditions and
[imtations, anong themthe right of the underwiters of an offering to limt

t he nunber of shares included in such registration and the right of the Conpany
not to effect a Requested Registration before the earlier of (a) one year after
the of fering made hereby and (b) June 21, 1999.

TRANSFER AGENT AND REQ STRAR

The transfer agent and registrar for the Conmon Stock is ChaseMel | on
Shar ehol der Services, Ridgefield Park, New Jersey.

NASDAQ NATI ONAL MARKET LI STI NG

Application has been nade to have the Conmon Stock |isted for quotation on
t he Nasdaq National Market under the symbol "AMZN."

SHARES ELI G BLE FOR FUTURE SALE

Prior to this offering, there has been no public market for the Conmmon
Stock and there can be no assurance that a significant public market for the
Conmon Stock will be devel oped or be sustained after this offering. Sal es of
substantial amounts of Common Stock in the public market after this offering, or
the possibility of such sales occurring, could adversely affect prevailing
mar ket prices for the Common Stock or the future ability of the Conpany to raise
capital through an offering of equity securities.

After this offering, the Conpany will have outstandi ng 22,954,534 shares of
Conmmon Stock. O these shares, the 2,500,000 shares offered hereby will be
freely tradeable in the public market w thout restriction under the Securities
Act, unl ess such shares are held by "affiliates" of the Conpany, as that termis
defined in Rule 144 under the Securities Act.

The renmai ni ng 20, 454, 534 shares of Comon St ock outstandi ng upon conpl etion
of this offering will be "restricted securities,” as that termis defined in
Rule 144 ("Restricted Shares"). The Restricted Shares were issued and sold by
the Conpany in private transactions in reliance upon exenptions from
regi stration under the Securities Act. Restricted Shares nay be sold in the
public market only if they are registered or if they qualify for an exenption
fromregistration under Rule 144 or 701 under the Securities Act, which are
summari zed bel ow.

Pursuant to certain "lock-up" agreenents, all the executive officers,
directors and certain stockhol ders and enpl oyees of the Conpany, who
collectively hold an aggregate of approxi mately 20,329, 794 shares, have agreed
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not to offer, sell, contract to sell, grant any option to purchase or otherw se
di spose of any such shares for a period of 180 days fromthe date of this
Prospectus. The Conpany has also entered into an agreenent with Deutsche Mrgan
Grenfell Inc. that it will not offer, sell or otherw se di spose of Commpbn Stock
for a period of 180 days fromthe date of this Prospectus. As a result of the
expiration of such | ock-up agreenments, approxinmately 19, 336,009 of the
Restricted Shares will be eligible for i mediate sal e beginning 181 days after
the date of this Prospectus (of which 17,260,470 shares will be subject to
certain volune, manner of sale and other limtations under Rule 144).

Approxi mately 993,786 renai ning shares will be eligible for sale pursuant to
Rul e 144 upon the expiration of one-year holding periods, which will expire

bet ween Novermber 1997 and March 1998.

Fol | owi ng the expiration of such | ock-up periods, certain shares issued
upon exercise of options granted by the Conpany prior to the date of this
Prospectus will also be available for sale in the public narket pursuant to Rule
701 under the Securities Act. Rule 701 pernmits resales of such shares in
reliance upon Rul e 144 but w thout conpliance with certain restrictions,

i ncludi ng the hol ding period requirenent, inmposed under Rule 144. |n general
under Rule 144 as in effect at the closing of this offering, beginning 90 days
after the date of this Prospectus, a person (or persons whose shares of the
Conpany are aggregated) who has beneficially owned Restricted Shares for at

| east one year (including the holding period of any prior owner who is not an
affiliate of the Conpany) would be entitled to sell within any three-nonth
peri od a nunber of shares that does not exceed the greater of (i) one percent of
t he then outstandi ng shares of Conmmon Stock (approximtely 229,545 shares

i Mmediately after this offering) or (ii) the average weekly tradi ng vol ume of

t he Conmon Stock during the four cal endar weeks preceding the filing of a Form
144 with respect to such sale. Sal es under Rule 144 are also subject to certain
manner of sale and notice requirenents and to the availability of current public
i nfornmati on about the Conpany. Under Rule 144(k), a person who is not deenmed to
have been an affiliate of the Company at any tine during the 90 days preceding a
sal e and who has beneficially owed the shares proposed to be sold for at |east
two years (including the holding period of any prior owner who is not an
affiliate of the Conpany) is entitled to sell such shares without conplying with
the manner of sale, public information, volune limtation or notice provisions
of Rule 144.

The Conpany intends to file after the effective date of this offering a
Regi stration Statenent on Form S-8 to regi ster an aggregate of approxi mately
9, 534, 648 shares of Common Stock reserved for issuance under the 1994 Stock
Option Plan and the 1997 Stock Option Plan. Such Registration Statenent will
becorme effective automatically upon filing. Shares issued under the foregoing
plans, after the filing of a Registration Statenment on Form S-8, nay be sold in
t he open narket, subject, in the case of certain holders, to the Rule 144
limtations applicable to affiliates, the above-referenced | ock-up agreenents
and vesting restrictions inmposed by the Conpany.

In addition, following this offering, the holders of 13,301, 376 shares of
out st andi ng Common Stock will, under certain circunmstances, have rights to
require the Conpany to register their shares for future sale. See "Description
of Capital Stock -- Registration Rights."

UNDERWRI TI NG

The Underwriters naned bel ow, for whom Deutsche Morgan Grenfell Inc., Alex.
Brown & Sons | ncorporated, and Hanbrecht & Quist LLC are acting as
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representatives (the "Representatives"), have severally agreed, subject to the
terms and conditions contained in the Underwriting Agreenent (the form of which
will be filed as an exhibit to the Conpany's Registration Statenent, of which
this Prospectus is a part), to purchase fromthe Conpany the respective nunber
of shares of Conmmon Stock indicated bel ow opposite their respective nanes. The
Underwriters are commtted to purchase all of the shares, if they purchase any.

NUMBER OF
UNDERVWRI TERS SHARES
Deutsche Morgan Grenfell INC.. ... ... ... e
Alex. Brown & Sons Incorporated. . ..........
Hanmbrecht & QUi st LLC. .. .. . e e e e e e
TOt Al . .o 2,500, 000

The Underwriting Agreenent provides that the obligations of the severa
Underwriters thereunder are subject to approval of certain legal natters by
counsel and to various other conditions.

The Representatives have advi sed the Conpany that the Underwriters propose
initially to offer the Cormon Stock to the public on the terns set forth on the
cover page of this Prospectus. The Underwiters may allow to sel ected deal ers

(who may include the Underwiters) a concession of not nore than $ per
share. The sel ected dealers may reall ow a concessi on of not nore than
$ to certain other dealers. After the initial public offering, the

price and concessions and re-allowances to deal ers and other selling terns nmay
be changed by the Representatives. The Common Stock is offered subject to
recei pt and acceptance by the Underwiters, and to certain other conditions,
including the right to reject orders in whole or in part. The Underwiters do
not intend to sell any of the shares of Common Stock of fered hereby to accounts
for which they exercise discretionary authority.

The Conpany has granted an option to the Underwiters to purchase up to a
maxi mum of 375, 000 additional shares of Conmon Stock to cover over-allotnments,
if any, at the public offering price, less the underwiting discount set forth
on the cover page of this Prospectus. Such option nmay be exercised at any tine
until 30 days after the date of the Underwiting Agreenent. To the extent the
Underwriters exercise this option, each of the Underwiters will be commtted,
subject to certain conditions, to purchase such additional shares in
approxi nately the sane proportion as set forth in the above table. The
Underwriters nay purchase such shares only to cover over-allotnents nade in
connection with this offering.

In connection with this offering, the Conpany and the directors, executive
of ficers and certain stockhol ders have agreed not to offer or sell any Conmmon
Stock until the expiration of 180 days following the date of the fina

Prospectus without the prior witten consent of Deutsche Morgan Grenfell Inc
The Underwriting Agreenent provides that the Conmpany will indemify the
several Underwiters against certain liabilities, including civil liabilities

under the Securities Act, as anmended, or will contribute to paynents the
Underwriters nay be required to nmake in respect thereof.

Prior to this offering, there has been no public market for the Common
Stock. The initial public offering price will be determ ned by negotiation
bet ween t he Conpany and the Representatives. The principal factors to be
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considered in determining the public offering price include the infornmation set
forth in this Prospectus and otherwi se available to the Representatives; the

hi story and the prospects for the industry in which the Conmpany will conpete;
the ability of the Conpany's managenent; the prospects for future earnings of

t he Conpany; the present state of the Conpany's devel opnent and its current
financial condition; the general condition of the securities narkets at the tine
of this offering; and the recent market prices of, and the demand for, publicly
traded conmon stock of generally conparabl e conpani es. Each of the
representatives has informed the Conmpany that it currently intends to nake a
market in the shares subsequent to the effectiveness of this offering, but there
can be no assurance that the Representatives will take any action to nmake a
market in any securities of the Conpany.

Certain persons participating in this offering may over-allot or effect
transactions which stabilize, naintain or otherwi se affect the market price of
the Common Stock at | evels above those which mght otherwi se prevail in the open
mar ket, including by entering stabilizing bids, effecting syndicate covering
transactions or inposing penalty bids. A stabilizing bid nmeans the placing of
any bid or effecting of any purchase for the purpose of pegging, fixing or
mai ntai ning the price of the Conmmon Stock. A syndicate covering transaction
neans the placing of any bid on behalf of the underwiting syndicate or the
ef fecting of any purchase to reduce a short position created in connection wth
this offering. A penalty bid neans an arrangenent that permits the Underwiters
to reclaima selling concession froma syndicate nenber in connection with this
of feri ng when shares of Commobn Stock sold by the syndicate nenber are purchased
in syndicate covering transactions. Such transactions may be effected on the
Nasdaq Stock Market, in the over-the-counter market, or otherw se. Such
stabilizing, if commenced, nay be discontinued at any tine.

LEGAL MATTERS

Certain legal matters will be passed on for the Conmpany by Perkins Coie,
Seattl e, Washington. Certain legal matters will be passed on for the
Underwriters by WIlson Sonsini Goodrich & Rosati, Professional Corporation, Palo
Al'to, California.

EXPERTS

The financial statements of Amazon.com |Inc. at Decenber 31, 1995 and 1996,
and for the period July 5, 1994 (date of inception) to Decenber 31, 1994 and the
years ended Decenber 31, 1995 and 1996, appearing in this Prospectus and the
Regi stration Statenent have been audited by Ernst & Young LLP, independent
auditors, as set forth in their report thereon appearing el sewhere herein, and
are included in reliance upon such report given upon the authority of such firm
as experts in accounting and auditi ng.

ADDI TI ONAL | NFORNMATI ON

The Conpany has filed with the Conmm ssion a Registration Statenent, of
which this Prospectus constitutes a part, under the Securities Act with respect
to the shares of Common Stock offered hereby. This Prospectus omts certain
i nformati on contained in the Registration Statenent, and reference is nmade to
the Registration Statenent and the exhibits thereto for further information with
respect to the Conmpany and the Comon Stock offered hereby. Statenents contained
herei n concerning the provisions of any docunents are not necessarily conplete,
and in each instance reference is nmade to the copy of such docurment filed as an
exhibit to the Registration Statenent. Each such statenment is qualified inits
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entirety by such reference. The Registration Statement, including exhibits filed
therewith, may be inspected w thout charge at the public reference facilities
mai nt ai ned by the Commi ssion at Room 1024, Judiciary Plaza, 450 Fifth Street,

N. W, Washington, D.C. 20549 and at the regional offices of the Conm ssion

| ocated at 7 World Trade Center, Suite 1300, New York, New York 10048 and
Citicorp Center, 500 West Madi son Street, Suite 1400, Chicago, Illinois 60661.
Copi es of such materials nay be obtained fromthe Public Reference Section of

t he Conmi ssion, Room 1024, Judiciary Plaza, 450 Fifth Street, N W, Washington,
D.C. 20549 at prescribed rates. The Commi ssion maintains a Wb site

(http://ww. sec.gov) that contains reports, proxy and information statenents and
other information regarding registrants, such as the Conpany, that file
electronically with the Comm ssion. Information concerning the Conpany is also
avail abl e for inspection at the offices of the Nasdag Nati onal Market, Reports
Section, 1735 K Street, N.W, Washington, D.C. 20006.
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REPORT OF ERNST & YOUNG LLP, | NDEPENDENT AUDI TORS

Board of Directors
Amazon.com | nc.

We have audited the acconpanyi ng bal ance sheets of Amazon.com Inc. as of
December 31, 1995 and 1996, and the rel ated statenents of operations,
st ockhol ders' equity, and cash flows for the period fromJuly 5, 1994 (date of
i nception) to Decenber 31, 1994 and the years ended Decenber 31, 1995 and 1996.
These financial statements are the responsibility of the Company's managemnent.
Qur responsibility is to express an opinion on these financial statenments based
on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and performthe audit to obtain
reasonabl e assurance about whether the financial statenents are free of materia
nm sstatements. An audit includes exam ning, on a test basis, evidence supporting
the ampbunts and disclosures in the financial statenents. An audit al so includes
assessing the accounting principles used and significant estimtes nade by
management, as well as evaluating the overall financial statement presentation
We believe that our audits provide a reasonable basis for our opinion

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of Amazon.com Inc. at Decenber
31, 1995 and 1996, and the results of its operations and its cash flows for the
period fromJuly 5, 1994 (date of inception) to Decenber 31, 1994 and the years
ended Decenber 31, 1995 and 1996, in conformity with generally accepted
accounting principles.

Seattl e, Washi ngton
February 28, 1997, except for Note 6, as
to which the date is March , 1997

The foregoing report is in the formthat will be signed upon the conpletion
of the three-for-two common stock split described in Note 6 to the Financia
St at ement s.

ERNST & YOUNG LLP

Seattl e, Washi ngton
March 24, 1997
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AMAZON. COM

BALANCE SHEETS
(I'N THOUSANDS, EXCEPT SHARE AND PER SHARE DATA)

ASSETS

Net . .

PRO FORMVA
Current assets:
Cash and cash equivalents.........
INVeNntories. ... ...
Prepai d expenses and other........
Total current assets......
Equi pnent ,
DEPOSI £ S. o oot
Total assets..............
LI ABI LI TI ES AND STOCKHOLDERS' EQUI TY

Current liabilities:

Accounts payable....... ... .. . .

Accrued adverti sing

Accrued product devel opnent.......
Oher liabilities and accrued expenses................

Total current liabilities.
Commi t ment s
St ockhol ders' equity:

Preferred stock, $0.01 par val ue:

Aut hori zed shares --
| ssued and out standi ng shares --
Decenber 31, 1996 (none pro fornm),

10, 000, 000

569, 396 at
aggregat e

l'iquidation preference -- $8,000.................
Comon st ock, $0.01 par val ue:

Aut hori zed shares --
I ssued and out standi ng shares --

100, 000, 000

14, 555, 244 and

15, 900, 237 at Decenber 31, 1995 and 1996,
respectively (19,316,613 pro forma)..............
Advances received for common stock

Addi ti onal

paid-in capital........

Deferred conpensation.............

Accunul ated deficit

Tot al

Tot al

st ockhol der s’

liabilities and stockhol ders'

equity....

See acconpanyi ng notes.

FIN 423, Spring 1997

I NC.

DECEMBER 31
1995 1996

$ 996 $ 6,248

17 571

14 321

1,027 7,140

57 985

-- 146

$1, 084 $ 8,271

$ 99 $ 2,852

-- 598

-- 500

920

107 4,870

.- 6

1,075 159

150 --

-- 9,873

.- (612)

(248) (6, 025)

977 3,401

$1, 084 $ 8,271

STOCKHOLDERS
EQUI TY AT
DECEMBER 31
1996
(NOTE 6)

( UNAUDI TED)

193
9, 845

(612)
(6, 025)



Amazon IPO -- EDGAR S-1 59

Goss profit.........

F-3

AVAZON. COM | NC.
STATEMENTS OF OPERATI ONS
(I'N THOUSANDS, EXCEPT PER SHARE DATA)

FOR THE PERI OD FROM
JULY 5, 1994 (DATE
OF | NCEPTI ON)

TO DECEMBER 31,
1994

Operating expenses:
Marketing and sales..................... --
Product developnent..................... 38
General and administrative.............. 14
Total operating expenses........ 52
Loss fromoperations...................... (52)
Interest income........................... --
Net 1 OSS. ... o $ (52)

Net | oss per share...

$ (0.00)

Shares used in conputation of

net | oss per share

See acconpanyi ng notes.

FIN 423, Spring 1997

YEAR ENDED DECEMBER 31,

1995 1996
$ 511 $ 15,746
409 12, 287
102 3, 459
200 6, 090
171 2,313
35 1,035
406 9,438
(304) (5, 979)
1 202
$ (303) $ (5,777)
$ (0.02) $ (0.26)
18, 780 22, 543
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AVAZON. COM | NC.

STATEMENTS OF STOCKHOLDERS' EQUI TY
(I'N THOUSANDS, EXCEPT SHARE DATA)

PREFERRED STOCK COWON STOCK ADVANCES ADDI TI ONAL TOTAL
----------------------------------- RECEI VED FOR PAI D-I N DEFERRED ACCUMULATED STOCKHOLDERS'
SHARES AMOUNT SHARES AMOUNT ~ COMMON STOCK CAPI TAL COVPENSATI ON DEFICIT EQUI TY
Sal e of common
stock to
founder...... -- $ -- 10,200,000 $ 10 $ - $ - $ - $ -- $ 10
Advances
received for
conmon

Net |oss for
the period
ended
Decenber 31,

Bal ance at
Decenber 31,
1994. .......... -- -- 10, 200, 000 10 50 -- -- (52) 8

stock........ -- -- 4,235,244 1,172 (50) -- -- -- 1,122
Recl assi fication

of

accunul at ed

deficit due

to

termination

of S

Cor por ati on

status....... -- -- -- (107) -- -- -- 107 --

received for
conmon

Exercise of

common st ock

options...... -- -- 120, 000 -- -- -- -- -- --
Net |oss for

the year

ended

Decenber 31,

Bal ance at
Decenber 31,
1995........... -- -- 14,555,244 1,075 150 -- -- (248) 977

Del aware. .. .. -- -- -- (929) -- 929 -- -- --

preferred

stock, net of

i ssuance

costs of

$30.......... 569, 396 6 -- -- -- 7,964 -- -- 7,970

stock........ -- -- 840, 534 8 (150) 178 -- -- 36
Exercise of

conmon st ock

options...... -- -- 504, 459 5 -- 190 -- -- 195
Unear ned

conpensation

related to

stock

options...... -- -- -- -- -- 612 (612) -- --
Net |oss for

the year

ended

Decenber 31,

1996......... -- -- -- -- -- -- -- (5, 777) (5, 777)

Bal ance at

Decenber 31,
1996........... 569,396 $ 6 15,900,237 $ 159 $ - $9, 873 $ (612) $(6, 025) $ 3,401

See acconpanyi ng notes.
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AVAZON. COM | NC,

STATEMENTS OF CASH FLOWS
(I'N THOUSANDS)

FOR THE
PERI OD

FROM JULY 5,

1994 (DATE OF YEAR ENDED

I NCEPTION) TO DECEMBER 31,

DECEMBER 31, =ccc-mmmmmccomman
1994 1995 1996

OPERATI NG ACTI VI TI ES
NEE | 0SS, oottt et e e e $ (52) $ (303) $(5, 777)

Adj ustnents to reconcile net loss to net cash used in
operating activities

Depreciati On. ... .. 5 19 286
Changes in operating assets and liabilities
Increase ininventories............ ... ... -- (17) (554)
Increase in prepaid expenses and other............ -- (14) (307)
Increase in deposits...........o .. -- -- (146)
Increase in accounts payabl e and accrued
EXPENS S, o it 23 83 4,763
Net cash used in operating activities........... (24) (232) (1, 735)
I NVESTI NG ACTI VI Tl ES
Purchases of equipnment............. ... .. .. .. . . . . .. .. (28) (52) (1,214)
Net cash used in investing activities........... (28) (52) (1, 214)

FI NANCI NG ACTI VI TI ES
Proceeds from exercise of stock options, sale of stock

and advances received for common stock............... 60 1, 272 231
Proceeds fromsale of preferred stock.................. -- -- 7,970
Proceeds from (repaynent of) notes payable............. 44 (44) --

Net cash provided by financing activities....... 104 1, 228 8,201
Net increase in cash............ ... ... ... ... ... ...... 52 944 5,252
Cash and cash equival ents at begi nning of year......... -- 52 996
Cash and cash equivalents at end of year............... $ 52 $ 996 $ 6,248

See accompanyi ng not es
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AMAZON. COM | NC.

NOTES TO FI NANCI AL STATEMENTS
1. ACCOUNTI NG POLI CI ES
Descri ption of Business

Amazon.com Inc. (the Conpany) was incorporated on July 5, 1994. The
Conpany is an online retailer of books and other information-based products on
the Conpany's Internet site, and offers nore than 2.5 nillion titles.

Use of Estimates

The preparation of financial statements in conformty with generally
accepted accounting principles requires managenent to make estimates and
assunptions that affect the reported anounts of assets and liabilities and
di scl osure of contingent assets and liabilities at the date of the financia
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ fromthose esti mates

Cash and Cash Equival ents

Cash and cash equival ents represent short-terminvestnents consisting of
commer ci al paper and noney market funds carried at cost, which approxi mates
market. The Conpany considers all short-terminvestnments with a maturity of
three nonths or less at the date of purchase to be cash equival ents

I nventories
Inventories are valued at the | ower of average cost or market.

The Conpany's | argest vendor accounted for 59% of the Conmpany's book
purchases in 1996. The vendor's inability to supply books in a tinmely manner or
on terms acceptable to the Conpany coul d severely affect the Conpany's ability
to nmeet custoners' demands

Equi pnent

Equi pnent is recorded at cost |ess accunul ated depreciation. Depreciation
of equiprment is provided using the straight-line method over the estimated
useful lives of two to four years

I ncome Taxes

The Conpany was initially organi zed under the provisions of Subchapter S of
the Internal Revenue Code of 1986, as anended (the Code). In lieu of corporate
i nconme taxes, the stockhol ders of a Subchapter S corporation are taxed on their
proportionate shares of the conpany's taxable inconme. Effective March 31, 1995
the Conpany, with the consent of its stockhol ders, elected to be taxed under the
provi sions of Subchapter C of the Code. Accordingly, cunulative net |osses of
$107, 000 incurred by the Conpany as of that date have been reclassified to
common st ock

Revenue Recognition

The Conpany recogni zes revenue from product sal es when the products are
shi pped to custoners. Qutbound shipping and handling charges are included in net
sal es. International sales were $198,000 and $5.1 nillion for the years ended
Decenber 31, 1995 and 1996, respectively.
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Advertising Costs

The cost of advertising is expensed as incurred. For the years ended
Decenber 31, 1995 and 1996, the Conpany incurred advertising expense of $30, 000
and $3.4 nillion, respectively.

Product Devel opnent

Product devel opnent expenses consi st principally of payroll and rel ated
expenses for devel opment, editorial, and network operations personnel and
consul tants, systenms and tel ecomuni cations infrastructure and costs of acquired
content. Al product devel opnent costs have been expensed as incurred

St ock Conpensati on

The Conpany has el ected to apply the disclosure-only provisions of
Statenent of Financial Accounting Standards No. 123, "Accounting for Stock-Based
Conpensation." Accordingly, the Conpany accounts for stock-based conpensation
using the intrinsic value nmethod prescribed in Accounting Principles Board
Opi nion No. 25, "Accounting for Stock |Issued to Enpl oyees,"” and rel ated
interpretations. Conpensation cost for stock options is neasured as the excess
if any, of the fair value of the Conpany's common stock at the date of grant
over the stock option exercise price

Concentrations of Credit Risk

The Conpany is subject to concentrations of credit risk fromits cash
investments. The Company's credit risk is managed by investing its excess cash
in high-quality noney market instruments and securities of the U 'S governnent.

Net Loss Per Share

Net | oss per share is conputed based on the wei ghted average nunber of
common shares outstanding. In accordance with the Securities and Exchange
Conmi ssi on requi rements, common and conmon equi val ent shares issued during the
12-nmonth period prior to the filing of the Conpany's initial public offering
have been included in the calculation as if they were outstanding for al
peri ods presented using the treasury stock nethod and the assuned initial public
of fering price. Common equival ent shares consist of the common shares issuable
upon the conversion of the convertible preferred stock and shares issuabl e upon
the exercise of stock options

Recl assi fications

Certain prior-year bal ances have been reclassified to conformto the
current-year presentation
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2. EQU PNENT

Equi pnent, at cost, consists of the follow ng

DECEMBER 31
1995 1996
(1I'N THOUSANDS)
Conputers and equi PMBNt. . ... .. i $73 $1, 031
Purchased software......... ... . . . . . . . . . . . 8 134
Leasehol d improvements. . ... i -- 130
81 1,295
Less accunul ated depreciation............ .. ... . ... 24 310
$57 $ 985

3. STOCKHOLDERS' EQUITY
Rei ncor por ati on

On May 28, 1996, the Conpany reincorporated in the state of Delaware with
aut hori zed capital of 5,000,000 shares of $0.01 par value preferred stock and
25,000, 000 shares of $0.01 par value common stock. The acconpanying financia
statements have been restated to reflect this reincorporation

Preferred Stock

Preferred stock is convertible into conmbn stock at the option of the
hol der, at any tine, at a rate of four shares of comon stock for one share of
preferred stock. The conversion rate nay be adjusted dependi ng on future events
(See Note 6). The preferred stock al so has certain mandatory conversion
requi rements, including in the event of an initial public offering of the
Conpany' s common stock, subject to certain mninmmrequirenents

Each share of preferred stock has voting rights equivalent to the nunber of
common shares issuable, if converted. The preferred stock al so has preferentia
rights in the event of any distribution of assets upon |iquidation of the
Conpany, which are determ ned as fixed amounts per share, plus any decl ared but
unpai d di vi dends. Noncunul ati ve dividends accrue at $1 per share, per annum
when and if decl ared

In June 1996, the Conpany issued 569, 396 shares of Series A convertible
preferred stock at a price of $14.05 per share

I'n January and February 1997, the Conpany sold 2,500 shares of Series A
preferred stock at $40 per share to each of two new directors of the Conpany,
aggregating 5,000 shares, and increased the total nunber of designated Series A
preferred stock to 579,396 shares

Common St ock

At Decenber 31, 1994 and 1995, the Conpany received advances for conmon
stock. The common stock was subsequently issued at $0.172 and $0. 333 per share
respectively.

On Novenber 23, 1996, the Conpany effected a 4-for-1 comon stock split.
The acconpanyi ng financial statements have been restated to reflect this stock
split. (See Note 6)

In conjunction with the sale of Series A preferred stock in June 1996, the
Conpany' s founder granted the Conpany a right to repurchase 612,000 shares of
common stock held by himat the original purchase price of $0.001 per share if
his enpl oynent term nates under certain circum
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stances. The Conpany's right of repurchase | apses ratably over the 36-nonth
period ending June 21, 1999. At Decenber 31, 1996, 510,000 shares held by the
founder were subject to repurchase under this agreenent.

STOCK OPTI ONS

The Conpany adopted the 1994 Stock Option Plan (the 1994 Pl an), which
provides for the issuance of incentive and nonqualified stock options to
enpl oyees and officers. There are 4,800,000 shares of conmon stock reserved
under the 1994 Plan. Generally, options are granted by the Conpany's Board of
Directors at an exercise price of not less than the fair narket value of the
Conpany' s conmon stock at the date of grant. Each outstandi ng option granted
prior to Decenmber 20, 1996 has a termof five years fromthe date of vesting.
Each out standi ng option granted subsequent to Decenber 20, 1996 has a term of
ten years fromthe date of grant. Cenerally, options granted under the 1994 Pl an
becone exercisable i mediately and vest at the rate of 20% after year one, 20%
after year two, and 5% at the end of each quarter for years three through five.
Shares i ssued upon exercise of options that are unvested are subject to
repurchase by the Conpany upon termination of enploynment or services.

During 1995, the Conpany granted a total of 360,000 nonqualified stock
options outside of the 1994 Pl an under separate agreenents with three
i ndi viduals. Under the terns of these agreenents, the option prices range from
$0.333 to $0.667 and vest at the rate of 40% on the date of grant, 30%after two
years, and 30% after four years. Unexercised options expire five years after the
date of grant. At Decenber 31, 1996, options for 96,000 shares of common stock
wer e exerci sable and options for 48,000 shares had been exerci sed.

The followi ng tabl e sunmari zes the Conpany's stock option activity:

\EI GHTED
AVERAGE
NUMBER OF EXERCI SE
SHARES PRI CE
Options granted in 1994. ... ... ... ... .. ... ... 1,176, 816 $0. 001
Bal ance, Decenber 31, 1994.......................... 1,176, 816 0. 001
Options granted.................. . .. 742, 464 0.344
Options canceled. ......... .. (30, 000) 0.172
Options exercised. ... ... (120, 000) 0. 001
Bal ance Decenber 31, 1995........................... 1, 769, 280 0. 142
Options granted:
At fair market value........... ... ... ... ... ... 1, 038, 600 0. 333
At less than fair market value................. 1, 554, 150 0. 796
Options canceled.......... ... ... ... ... .. (528, 720) 0.278
Options exercised.............. ... .. (504, 459) 0. 387
Bal ance Decenber 31, 1996............... .. ..., 3,328, 851 0. 448

At Decenber 31, 1996, 1,206,690 shares of conmmpbn stock were avail able for
future issuance under the 1994 Pl an.
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The followi ng tabl e sunmari zes informati on about options outstanding and
exerci sabl e at Decenber 31, 1996

OPTI ONS QUTSTANDI NG

V\EI GHTED- OPTI ONS EXERCI SABLE
AVERAGE e e
REMAI NI NG VAEI GHTED- VAEI GHTED-
RANGE OF OPTI ONS CONTRACTUAL AVERAGE OPTI ONS AVERAGE
EXERCI SE PRI CES QUTSTANDI NG LI FE EXERCI SE PRI CE EXERCI SABLE EXERCI SE
PRI CE
$0.001 - $0.334.... 1, 770, 450 6.5 years $0. 168 1, 662, 450 $0. 158
0.335 - 1.00 ... 1, 558, 401 8.1 years 0. 766 1, 450, 401 0.773
0.001 - 1.00 ... 3,328, 851 7.3 years 0. 448 3,112, 851 0. 445

At Decenber 31, 1996, common stock reserved for future i ssuance was as
fol |l ows:

Preferred stock conversion.................... 3,416, 376

St ock options
1994 Plan. . ... 4,223,541
Qutside 1994 Plan........... ... iiiiinn. 312, 000
7,951,917

The Conpany follows the intrinsic value method in accounting for its stock
options. Had conpensation cost been recogni zed based on the fair value at the
date of grant for options awarded under the 1994 Plan, the pro fornma anounts of
the Conpany's net loss and net |oss per share for the years ended Decenber 31
1995 and 1996 woul d have been as foll ows:

DECEMBER 31

(I'N THOUSANDS
EXCEPT PER SHARE

DATA)
Net loss -- as reported............ ... $ 303 $5, 777
Net 10SS -- pro forma........ ... ... 304 5, 808
Net | oss per common share -- as reported................ (0.02) (0. 26)
Net | oss per common share -- pro forma.................. (0.02) (0. 26)

The fair value of each option grant was estimated using the Bl ack-Schol es
option-pricing nodel with the foll ow ng wei ght ed-average assunptions: risk-free
interest rates of 5.16%to 7.60% expected option life of three years; and no
expected dividends. As the Conpany is privately held, expected volatility is not
appl i cabl e. The wei ghted-average fair value of options granted during the years
1995 and 1996 was $0.06 and $0.08, respectively, for options granted at fair
mar ket val ue. The wei ght ed-average fair value of options granted at |ess than
fair market value during 1996 was $0.53

Def erred Conpensation

The Conpany recorded aggregate deferred conpensati on of $612, 000 during the
fourth quarter of 1996. The anpunt recorded represents the difference between
the grant price and the deened fair value of the Conpany's common stock for
shares subject to options granted in 1996. The anortization of deferred
conpensation will be charged to operations over the vesting period of the
options, which is typically five years. No ambunt was anortized in 1996
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4. | NCOMVE TAXES

At Decenber 31, 1996, the Conpany had net operating |oss carryforwards of
approxi mately $5.5 mllion. Uilization of net operating |oss carryforwards may
be subject to certain limtations under Section 382 of the Code. The
carryforwards expire in 2011

Deferred incone taxes reflect the net tax effects of tenporary differences
between the carrying amounts of assets and liabilities for financial reporting
purposes and the anounts used for inconme tax purposes. Significant conponents of
the Conpany's deferred tax assets and liabilities are as foll ows:

DECEMBER 31

(1'N THOUSANDS)
Deferred tax assets:

Net operating loss carryforwards..................... $ 84 $ 1,855
Book-over-tax depreciation............... .. ... .. .... 2 --
86 1, 855

Val uation allowance for deferred tax assets............ (86) (1, 855)
Net deferred tax assets..............iiiiiii... $-- $ --

5. COW TMENTS

The Conpany currently | eases office and warehouse space and equi pnent under
noncancel abl e operating | eases. Rental expense under operating |ease agreenents
for 1994, 1995, and 1996 was $2,000, $12,000, and $257,000, respectively.

In February 1997, the Conpany entered into several additional |ease
comm tents for equipment and facilities. Future mninmumlease conm tnments under
noncancel abl e | eases and service agreenents as of Decenber 31, 1996, including
the | ease commtnments entered into in February 1997, are as foll ows:

(I' N THOUSANDS)

1997. ... $1, 540
1998. ... 1,534
1999. ... 1,133
2000. . ... 107
2001, ... ..o 9

$4, 323

6. SUBSEQUENT EVENTS

In February 1997, the Conpany adopted the 1997 Stock Option Plan (the 1997
Pl an). Under the 1997 Pl an, 6,000,000 shares of common stock have been reserved
for future issuance

In March 1997, the Conpany's Board of Directors approved anendnments to the
Conpany's Restated Certificate of Incorporation to increase authorized conmon
stock to 100, 000, 000 shares; increase authorized preferred stock to 10,000, 000
shares; and effect a three-for-two common stock split. These anendnents are
subj ect to stockhol der approval. The acconpanying financial statenents have been
restated to reflect this stock split.
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I'n March 1997, the Conpany's Board of Directors authorized nanagenent to

file aregistration statenent with the Securities and Exchange Commission to
pernmt the Conpany to sell shares of its common stock to the public. Upon
conpl etion of the Conpany's initial public offering, each outstanding share of
preferred stock will convert into six shares of commobn stock. Unaudited pro
fornma stockhol ders' equity reflects the assuned conversion of the preferred
stock into common stock as of December 31, 1996.
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F-13

NO DEALER, SALESPERSON OR OTHER | NDI VI DUAL HAS BEEN AUTHORI ZED TO G VE ANY
| NFORVATI ON OR MAKE ANY REPRESENTATI ONS NOT CONTAI NED I N THI S PROSPECTUS I N
CONNECTI ON W TH THE OFFERI NG COVERED BY THI S PROSPECTUS. |F G VEN OR MADE, SUCH
| NFORVATI ON OR REPRESENTATI ONS MUST NOT BE RELI ED UPON AS HAVI NG BEEN AUTHORI ZED
BY THE COVPANY OR THE UNDERWRI TERS. THI S PROSPECTUS DCES NOT CONSTI TUTE AN OFFER
TO SELL, OR A SCLI CI TATI ON OF AN OFFER TO BUY, THE COVMON STOCK | N ANY
JURI SDI CTI ON WHERE, OR TO ANY PERSON TO VHOM | T I'S UNLAWFUL TO MAKE SUCH OFFER
OR SOLI CI TATI ON. NEI THER THE DELI VERY OF THI S PROSPECTUS NOR ANY SALE MADE
HEREUNDER SHALL, UNDER ANY Cl RCUMSTANCES, CREATE ANY | MPLI CATI ON THAT THERE HAS
NOT' BEEN ANY CHANGE IN THE FACTS SET FORTH I N THI S PROSPECTUS OR I N THE AFFAI RS
OF THE COVPANY SI NCE THE DATE HEREOF.
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UNTI L , 1997 (25 DAYS AFTER THE DATE OF TH S PROSPECTUS), ALL

DEALERS EFFECTI NG TRANSACTI ONS I N THE COMMON STOCK, WHETHER OR NOT PARTI Cl PATI NG
IN THI' S DI STRI BUTI ON, MAY BE REQUI RED TO DELI VER A PROSPECTUS. THIS IS IN

ADDI TI ON TO THE OBLI GATI ON OF DEALERS TO DELI VER A PROSPECTUS WHEN ACTI NG AS
UNDERWRI TERS AND W TH RESPECT TO THEI R UNSCLD ALLOTMENTS OR SUBSCRI PTI ONS.
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PART 11
I NFORMVATI ON NOT REQUI RED | N PROSPECTUS
| TEM 13. OTHER EXPENSES OF | SSUANCE AND DI STRI BUTI ON

The following table sets forth the costs and expenses, other than the
underwriting discount, payable by the registrant in connection with the sale of
t he Common Stock being registered hereby. Al anmpbunts shown are esti mates,
except the Securities and Exchange Commi ssion registration fee, the NASD filing
fee and the Nasdaq National Market |isting fee.

Securities and Exchange Conm ssion registration fee.............. ... ... ....... $ 11, 326
NASD filing fee. ..o e e 4,525
Nasdaq National Market listing fee...... ... ... e 50, 000
Bl ue Sky fees and eXpensSes. . .. ... 5, 000
Printing and engravi N eXPENSES. . . .o vttt ettt e e e e 150, 000
Legal fees and eXPenSeS. . . ... 275, 000
Accounting fees and eXPeNSES. . . ...t 150, 000
Directors and offiCers i NSUranCe. ... ... .. e 150, 000
Transfer Agent and Registrar fees...... ... ... e 10, 000
M SCel | @NEOUS EXPENSES. . . o oottt et e 44,149

TOt @l . . $850, 000

| TEM 14. | NDEMNI FI CATI ON OF DI RECTORS AND OFFI CERS

Section 145 of the Del aware General Corporation Law (the "DGCL") provides
that a corporation may i ndemmify directors and officers, as well as other
enpl oyees and i ndividual s, agai nst expenses (including attorneys' fees),
judgrments, fines and anmounts paid in settlement in connection with specified
actions, suits or proceedings, whether civil, crinmnal, admnistrative or
i nvestigative (other than an action by or in the right of the corporation -- a
"derivative action"), if they acted in good faith and in a nanner they
reasonably believed to be in or not opposed to the best interests of the
corporation, and, with respect to any crimninal action or proceeding, had no
reasonabl e cause to believe their conduct was unlawful. A simlar standard is
applicable in the case of derivative actions, except that indemification only
extends to expenses (including attorneys' fees) incurred in connection with the
defense or settlenent of such actions, and the statute requires court approva
before there can be any i ndemification where the person seeking indemification
has been found liable to the corporation. The statute provides that it is not
excl usive of other indemification that may be granted by a corporation's
charter, bylaws, disinterested director vote, stockhol der vote, agreenent or
ot herw se.

Section 10 of the registrant's Bylaws (Exhibit 3.2 hereto) requires
i ndermi fication to the full extent permtted under Delaware law as it now exists
or may hereafter be amended. Subject to any restrictions inmposed by Del aware
| aw, the Byl aws provide an unconditional right to indemification for al
expense, liability and | oss (including attorneys' fees, judgment, fines, ERI SA
exci se taxes or penalties and ampunts paid in settlement) actually and
reasonably incurred or suffered by any person in connection with any actual or
t hreatened action, suit or proceeding, whether civil, crimnal, adm nistrative
or investigative (including, to the extent pernitted by |aw, any derivative
action) by reason of the fact that such person is or was serving as a director
or officer of the registrant or that, being or having been a director or officer
of the registrant, such person is or was serving at the request of the
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registrant as a director, officer, enployee or agent of another corporation
partnership, joint venture, trust or other enterprise, including service with
respect to an enpl oyee benefit plan. The Byl aws al so provide that the registrant
may, by action of its Board of Directors, provide indemification to its

enpl oyees and agents with the same scope and effect as the foregoing

i ndemmi fication of directors and officers.

Section 102(b)(7) of the DGCL permits a corporation to provide inits
certificate of incorporation that a director of the corporation shall not be
personally liable to the corporation or its stockholders for nonetary damages
for breach of fiduciary duty as a director, except for liability for (i) any
breach of the director's duty of loyalty to the corporation or its stockhol ders,
(ii) acts or omissions not in good faith or which involve intentional m sconduct
or a knowing violation of law, (iii) payments of unlawful dividends or unlawfu
stock repurchases or redenptions, or (iv) any transaction fromwhich the
director derived an inproper personal benefit.

Article 10 of the registrant's Restated Certificate of Incorporation
(Exhibit 3.1 hereto) provides that to the full extent that the DGCL, as it now
exi sts or may hereafter be anended, permts the limtation or elimnation of the
liability of directors, a director of the registrant shall not be liable to the
registrant or its stockholders for nonetary damages for breach of fiduciary duty
as a director. Any anendrment to or repeal of such Article 10 shall not adversely
affect any right or protection of a director of the registrant for or with
respect to any acts or om ssions of such director occurring prior to such
anmendnment or repeal

The registrant has entered into certain indemification agreenents with its
officers and directors, the formof which is attached as Exhibit 10.1 to this
Regi stration Statenent and incorporated herein by reference. The indemification
agreenents provide the registrant's officers and directors with further
i ndermi fication to the maxi mum extent permitted by the DGCL. Reference is made
to the Underwiting Agreenent (Exhibit 1.1 hereto), in which the Underwiters
have agreed to indemify the officers and directors of the registrant against
certain liabilities.

| TEM 15. RECENT SALES OF UNREG STERED SECURI Tl ES

Since its inception in July 1994, the registrant has issued and sold
unregi stered securities as follows (which informati on has been adjusted to give
effect to a four-for-one stock split of the registrant's outstandi ng Cormon
Stock effective Novenber 23, 1996 and a three-for-two stock split of the
regi strant's outstandi ng Cormon Stock to be effected prior to the closing of the
of fering):

1. On July 5, 1994, the registrant issued an aggregate of 10,200,000 shares
of Common Stock to its founder for a consideration of approximately $.0010 per
share, or an aggregate of $10,000. The foregoi ng purchase and sal e were exenpt
fromregistration under the Securities Act of 1933, as anmended (the "Securities
Act"), pursuant to Section 4(2) thereof on the basis that the transaction did
not involve a public offering.

2. On February 9, 1995, July 24, 1995 and May 3, 1996, the registrant
i ssued an aggregate of 2,012,772 shares of Commobn Stock to three investors for a
consi deration of approximately $.1717 per share, or an aggregate of $345, 525.
The foregoi ng purchases and sal es were exenpt fromregistration under the
Securities Act pursuant to Section 4(2) thereof on the basis that the
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transactions did not involve a public offering.

3. On August 7, 1995, the registrant issued 42,000 shares of Comon Stock
to one investor for a consideration of approximately $.1287 per share, or an
aggregate of $5,408. The foregoing purchase and sale were exenpt from
regi stration under the Securities Act pursuant to Section 4(2) thereof on the
basis that the transaction did not involve a public offering.

4. Between Decenber 6, 1995 and May 16, 1996, the registrant issued an
aggregate of 3,021,000 shares of Comon Stock to 23 investors for a
consi deration of approximately $.3333 per share, or an aggregate of $1, 007, 000.
The foregoi ng purchases and sal es were exenpt fromregistration under the
Securities Act pursuant to Section 4(2) thereof on the basis that the
transactions did not involve a public offering.

5. On June 18, 1996, the registrant effected a reincorporation fromthe
state of Washington to the state of Delaware. The registrant, as a Washi ngton
corporation, merged with and into a new corporation incorporated in Del aware,
with the new corporation surviving the nerger (the "Surviving Entity"). As a
result, each share of Common Stock of the registrant, as a Washi ngton
corporation, converted into one fully paid and nonassessabl e share of Commopn
Stock of the Surviving Entity. Such issuances were exenpt fromregistration under
the Securities Act under Section 2(3) thereof on the basis that the transaction
did not involve a sale of securities.

6. On June 21, 1996, the registrant issued 569,396 shares of Series A
Preferred Stock, which are convertible into 3,416,376 shares of Commobn Stock, to
two investors for a consideration of approximately $14.05 per share of Series A
Preferred Stock, or an aggregate of $8,000,014. The foregoi ng purchases and
sal es were exenpt fromregistration under the Securities Act pursuant to Section
4(2) thereof on the basis that the transactions did not involve a public
of f eri ng.

7. In January and February 1997, the registrant issued an aggregate of
5,000 shares of Series A Preferred Stock, which are convertible into 30,000
shares of Common Stock, to two investors for a consideration of $40.00 per share
of Series A Preferred Stock, or an aggregate of $200,000. The foregoing
purchases and sal es were exenpt fromregistration under the Securities Act
pursuant to Section 4(2) thereof on the basis that the transactions did not
i nvol ve a public offering.

8. From Cct ober 24, 1994 through February 28, 1997, the registrant granted
stock options to purchase 5,296,080 shares of the Commobn Stock at a wei ghted
average exercise price of $1.2927 per share to enpl oyees, consultants and
directors pursuant to its 1994 Stock Option Plan. O these options, 606,720 have
been cancel ed wi thout being exercised, 1,636,386 have been exerci sed and
3,052,974 remai n outstandi ng. From Decenber 6, 1995 through February 28, 1997,
the registrant al so granted stock options outside of any plan to purchase
360, 000 shares of the registrant's Cormon Stock at a wei ghted average exercise
price of $0.50 per share to consultants and directors. O these options, none
have been cancel ed, 96,000 have been exercised and 264, 000 renmi n out standi ng.

The sal es and i ssuances of these securities were exenpt fromregistration
under the Securities Act pursuant to Rule 701 pronul gated thereunder on the
basis that these options were offered and sold either pursuant to a witten
conpensatory benefit plan or pursuant to witten contracts relating to
consi deration, as provided by Rule 701, or pursuant to Section 4(2) thereof on
the basis that the transactions did not involve a public offering.
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| TEM 16. EXH BI TS AND FI NANCI AL STATEMENT SCHEDULES

(a) Exhibits
NUMBER DESCRI PTI ON
1.1* -- Formof Underwriting Agreenent.
2.1 -- Agreenent and Plan of Merger between the Registrant, a \Washington corporation, and
Amazon.com Inc., a Delaware corporation, dated May 28, 1996.
3.1 -- Restated Certificate of Incorporation and all amendments thereto of the
Regi strant.
3.2 -- Bylaws of the Registrant.
4. 1* -- Speci nen Common Stock Certificate.
5.1 -- Opinion of Perkins Coie as to the legality of the shares.
10. 1* -- Formof Indemification Agreenent between the Registrant and each of its Directors
and Executive O ficers.
10. 2 -- Series A Preferred Stock Purchase Agreenent, dated June 21, 1996, by and anong the

Regi strant and Kl ei ner Perkins Caufield & Byers VIII and KPCB | nfornmation Sci ences
Zai batsu Fund II.

10. 3 -- Co-Sal e Agreenent, dated June 21, 1996, by and anong the Regi strant and Kl ei ner
Perkins Caufield & Buyers VIII, KPCB Information Sciences Zaibatsu Fund Il and
Jeffrey P. Bezos.

NUMBER DESCRI PTI ON

10. 4 -- Right of First Refusal Agreenent, dated June 21, 1996, by and between the
Regi strant and Kl einer Perkins Caufield & Byers VIII, KPCB Information Sciences
Zai batsu Fund Il and Jeffrey P. Bezos.

10.5 -- Repurchase Agreenent, dated June 21, 1996, by and between the Registrant and
Jeffrey P. Bezos.

10.6 -- Voting Agreenent, dated June 21, 1996, by and anong the Registrant and Kl ei ner
Perkins Caufield & Byers VIIIl, KPCB |Information Sci ences Zai batsu Fund Il and
Jeffrey P. Bezos.

10.7 -- Investor R ghts Agreenent, dated as of June 21, 1996, by and anong the Regi strant,
Kl ei ner Perkins Caufield & Byers VIII, KPCB Information Sciences Zaibatsu Fund 11
and Jeffrey P. Bezos.

10. 8 -- Investnent Letter Agreenent regarding Purchase of Series A Stock, dated January
31, 1997, between the Registrant and Scott D. Cook.

10.9 -- Right of First Refusal Agreenent, dated January 31, 1997, between the Regi strant
and Scott D. Cook.

10. 10 -- Investnent Letter Agreenment regardi ng Purchase of Series A Stock, dated February
20, 1997, between the Registrant and Patricia Q Stonesifer.

10. 11 -- Right of First Refusal Agreenent, dated February 20, 1997, between the Regi strant
and Patricia Q Stonesifer.

10. 12 -- Subscription, dated July 5, 1994, by Jeffrey P. Bezos.

10. 13 -- Sharehol der's Agreenent, dated February 9, 1995, by and between the Registrant and
M guel A. Bezos.

10. 14 -- Sharehol der's Agreenent, dated July 24, 1995, by and between the Regi strant and
the Gse Famly Trust.

10. 15 -- Sharehol der's Agreenent, dated August 8, 1995, by and between the Regi strant and
Shel don J. Kaphan.

10. 16 -- Sharehol der's Agreenent, dated Novenber 26, 1995, by and between the Registrant
and Tom A. Al berg.

10. 17 -- [Reserved]

10. 18 -- Sharehol der's Agreenent, dated July 10, 1996, by and between the Regi strant and
Scott E. Lipsky.

10. 19 -- Sharehol der's Agreenent, dated Decenber 31, 1996, by and between the Regi strant
and Joy D. Covey.

10. 20 -- Amended and Restated 1994 Stock Option Plan (version as of Decenber 20, 1996 for

Amended and Restated Grants and version as of Decenber 20, 1996 for New G ants).
10. 21 -- 1997 Stock Option Plan.

10. 22 -- Amended and Restated Incentive Stock Option Letter Agreenent, effective COctober
24, 1994, fromthe Registrant to Sheldon J. Kaphan.

10. 23 -- Non-Qualified Stock Option Letter Agreenent, effective Decenber 6, 1995, fromthe
Regi strant to Tom A. Al berg.

10. 24 -- Non-Qualified Stock Option Letter Agreement, effective Decenber 6, 1995, fromthe
Regi strant to Tom A. Al berg.

10. 25 -- Non-Qualified Stock Option Letter Agreenent, effective Decenber 20, 1996, fromthe

Regi strant to Joy D. Covey.
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NUMBER DESCRI PTI ON

10. 26 -- Incentive Stock Option Letter Agreenment, effective Decenber 20, 1996, fromthe
Regi strant to Joy D. Covey.

10. 27 -- Subrogation Agreenent, dated June 19, 1996, by and between the Registrant and
Jeffrey P. Bezos.

10. 28 -- Lease Agreenent, dated July 1, 1996, as anended on Decenber 21, 1996, January 9,
1997 and February 27, 1997, by and between the Registrant and Trident |nvestnents,
I nc.

10. 29 -- Lease Agreenent, dated Septenber 30, 1996, by and between the Registrant and
Paci fic Northwest Goup A

10. 30 -- Subl ease Agreenent, dated February 19, 1997, by and between C.C. Filson Conmpany
and the Registrant.

10. 31 -- Subl ease Agreement, dated January 19, 1996, by and between the Registrant and
Coast Wde Supply Co.

10. 32 -- Master Lease Agreenent No. 6672336, dated February 12, 1997, between the

Regi strant and Digital Financial Services, a division of General Electric Capital
Cor por ati on.

11.1 -- Statement regarding conmputation of net |oss per share.

23.1 -- Consent of Ernst & Young LLP.

23.2 -- Consent of Perkins Coie (contained in the opinion filed as Exhibit 5.1 hereto).
24.1 -- Power of Attorney (contained on signature page).

27.1 -- Financial Data Schedul e.

* To be filed by amendnent.
(b) Financial Statenent Schedul es

Al'l schedules are omtted because they are inapplicable or the requested
information is shown in the financial statements of the registrant or related
notes thereto.

| TEM 17. UNDERTAKI NGS

Insofar as indemification for liabilities arising under the Securities Act
may be permitted to directors, officers and controlling persons of the
regi strant pursuant to the provisions described in Item 14, or otherw se, the
regi strant has been advised that in the opinion of the Securities and Exchange
Conmi ssion such indemmification is against public policy as expressed in the
Securities Act and is, therefore, unenforceable. In the event that a claimfor
i ndemi fi cation agai nst such liabilities (other than the paynent by the
regi strant of expenses incurred or paid by a director, officer or controlling
person of the registrant in the successful defense of any action, suit or
proceeding) is asserted by such director, officer or controlling person in
connection with the securities being registered, the registrant will, unless in
the opinion of its counsel the matter has been settled by controlling precedent,
submit to a court of appropriate jurisdiction the question of whether such
i ndermi fication by it is against public policy as expressed in the Securities
Act and will be governed by the final adjudication of such issue.

The undersigned regi strant hereby undertakes to provide to the Underwiters
at the closing specified in the Underwiting Agreenent, certificates in such
denom nations and registered in such nanmes as required by the Underwiters to
permt pronpt delivery to each purchaser

The undersigned regi strant hereby undertakes that:
(1) For purposes of determining any liability under the Securities

Act, the information omtted fromthe formof prospectus filed as part of
this Registration Statement in reliance upon Rule 430A and contained in a
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form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or
(4) or 497(h) under the Securities Act shall be deemed to be part of this
Regi stration Statenent as of the time it was declared effective.

(2) For the purpose of determining any liability under the Securities
Act, each post-effective anendnent that contains a form of prospectus shal
be deenmed to be a new registration statement relating to the securities
of fered therein, and the offering of such securities at that time shall be
deened to be the initial bona fide offering thereof.

SI GNATURES

Pursuant to the requirenents of the Securities Act of 1933, as amended, the
regi strant has duly caused this Registration Statement to be signed on its
behal f by the undersigned, thereunto duly authorized, in the Cty of Seattle,
State of Washington, on the 24th day of March, 1997.

AMAZON. COM | NC

By: /'s/ JEFFREY P. BEZOS

Jeffrey P. Bezos, President
and Chi ef Executive Oficer
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PONER OF ATTORNEY

Each person whose individual signature appears bel ow hereby authorizes and
appoints Jeffrey P. Bezos and Joy D. Covey, and each of them wth full power of
substitution and resubstitution and full power to act w thout the other, as his
or her true and lawful attorney-in-fact and agent to act in his or her nane,
pl ace and stead and to execute in the name and on behal f of each person
i ndividually and in each capacity stated below, and to file, any and al
amendnments to this Registration Statenent, including any and all post-effective
amendnments, and any registration statenent relating to the same offerings as
this Registration Statenent that is to be effective upon filing pursuant to Rule
462(b) under the Securities Act of 1933, as anended, and to file the same with
all exhibits thereto, and other docunments in connection therewith, with the
Securities and Exchange Conmi ssion, granting unto said attorneys-in-fact and
agents, and each of them full power and authority to do and perform each and
every act and thing, ratifying and confirm ng all that said attorneys-in-fact
and agents or either of them or their or his or her substitute or substitutes,
may lawfully do or cause to be done by virtue thereof.

Pursuant to the requirenents of the Securities Act of 1933, as anended,
this Registration Statenent has been signed by the foll owi ng persons in the
capacities indicated bel ow on the 24th day of March, 1997.

/sl JEFFREY P. BEZOS Presi dent, Chief Executive Oficer and
I e R Chai rman of the Board (Principal Executive
Jeffrey P. Bezos Oficer)
/s/ JOY D. COVEY Chief Financial Oficer, Vice President of
I e R Fi nance and Admini stration (Principal
Joy D. Covey Fi nanci al and Accounting O ficer)
/sl TOM A. ALBERG Director

Tom A. Al berg

/'s/ SCOTT D. COOK Di rector
Scott D. Cook

/'s/ L. JOHN DCERR Di rector
L. John Doerr

/sl PATRICIA Q STONESI FER Di rector

Patricia Q Stonesifer



