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PART I.

This Annual Report on Form 10-K, including information incorporated herein by reference, contains "forward-looking statements' within the
meaning of

Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These statements relateto expectations
concerning mattersthat arenot historical facts. Words such as "projects,”" "believes," "anticipates," "estimates,” "plans," "expects,”" "intends,"
and similar words and expressionsare intended to identify forward-looking statements. We cannot assure you that the expectations of future
events will prove to be correct. Some of thefactors that could cause actual resultsto differ materially from those expectations are disclosed in
this document including, without limitation, inthe"Risk Factors' beginning on page 9. All forward-looking statements attributable to
Stamps.com are expressly qualified in their entirety by thiscautionary statement and you should not place undue reliance on any
forward-looking statement. Stamps.com does not undertake any obligation to update any forward-looking statements. Y ou are also urged to
carefully review and consider the various disclosures we have made which describe factors which affect our business, including the "Risk
Factors'.

Stamps.com, Stamps.com Internet Postage(TM) and the Stamps.com logo are our trademarks. This Report also includes trademarks of entities
other than Stamps.com.

ITEM 1. BUSINESS
Overview

Stamps.com(TM) provides easy, convenient and cost-effective Internet-based servicesfor mailing or shipping letters, packages or parcels
anywhere in the United States and at anytime. Our core mailing and shipping service is designed to allow individual consumers, home offices or
small businessesto print US postage or shipping labelsusing any ordinary PC, any ordinary inkjet or laser printer, and an Internet connection.
Our enterprise shipping service, whichwe divested in May of 2001, allowed customersto print shipping labels, schedule a pick-up, track a
package and apply enterprise-wide business rules to manage and account for mailing and shipping costs.

Recent Developments

During 2001, we have continued to implement the business strategy that we began in October 2000 to decrease our operating losses and
enhance our ability to achieve profitability. This strategy involved aninitial restructuring in October 2000 to focus on our core business of
Internet postage and shipping that reduced our total number of employees by approximately 40% to approximately 315 employees, which
included full time, part time and contract employees. We also implemented other cost-cutting programs, includinga significant reduction and
redeployment of our sales and marketing expensesto those programs that demonstrated the best return on investment. In October 2000, wealso
combined our Enterprise and E-Commerce Business Units to reduce duplication of costsand effort. Additionally, we exited some of our
longer-term fixed-price marketing deals in favor of variable cost marketing deals, and we restructured our customer support operations. We
took a one-time charge in the fourth quarter of 2000 of $11.5 million that consisted primarily of employee severance, reserves established for
exiting contractual arrangements and fixed asset write-offs.

In February 2001, we continued with our strategy to decrease our operating |osses and enhance our ability to achieve profitability. We reduced
the total number of employees by approximately 50% to 150 employees, including full time, part time and contract employees and we
continued cost cutting efforts, including the termination of fixed-cost marketing deals and the redeployment of sales and marketing expenditures
to programs that had a higher return on investment. We took a one-time charge of $11.0 million in thefirst quarter of 2001 consisting of $7.7
million related to restructuring, employee severance and fixed asset write-offs, $2.3 million related to exiting contractual arrangements and $1.0
million related to the write-off of an investment in EncrypTix, a venture which had intended to develop our technology for on-lineticketing.
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In May 2001, we sold theiShip multi-carrier shipping service assetsto United Parcel Servicefor $2.8 million. In addition, in May 2001, we
terminated our marketing relationship with a direct selling organization called Cydcor Limited as aresult of low return oninvestment fromthat
marketing channel.

In August 2001, we continued to execute our business strategy to decrease our operating losses and enhance our ability to achieve profitability
by reducing our headcount by approximately 25% to under 70 employees, contractors and temporary employees. Due to this reduction, we took
an additional charge in the quarter ended September 30, 2001, of approximately $200,000 consisting of employee severance.

During 2001, we experienced significant changein the personnel at the senior management and board level. In February 2001, our Senior Vice
President and General Manager of the Enterprise Business Unit, David N. Duckwitz, our Vice President, Salesof the Enterprise Business Unit,
Blake Karpe, and our Senior Vice President and General Manager of the Small Business Unit, Douglas Walner resigned. In March 2001, David
Bohnett resigned from our board of directors. In May 2001, followingthe divestiture of our iShip assets, John A. Duffy and Stephen M.
Teglovic, who served on our board of directors asaresult of theiShip acquisition, resigned from our board of directors. In June 2001, Carolyn
M. Ticknor and Thomas N. Clancy also resigned from our board of directors.

In August 2001, Kathy Brush, our Vice President of Marketing, left Stamps.com, Marvin Runyon resigned from our board of directors and Ken
McBride was appointed President and Chief Executive Officer. Mr. McBride, who has also served as our Chief Financial Officer since October
2000, replaced Bruce Coleman who held the position of Chief Executive Officer on an interim basis. In November 2001, our Vice President of
Strategy, Kyle Huebner, filled the open Vice President of Marketing position. We may continueto experience changes in personnel at the
senior management and board level.

On November 16, 1999, we announced theformation of a subsidiary, EncrypTix, Inc., to develop secure printing opportunities in the events,
travel and financial services industries. In February 2000, we invested $1.0 million and granted EncrypTix alicense to our technology.
EncrypTix raised approximately $35.0 million in private financing. On March 12, 2001, EncrypTix ceased operations and effected a genera
assignment of its assetsfor the benefit of its creditors. EncrypTix took this action because it was not able to secure additional funding. We do
not expect to be impacted by any of EncrypTix'sresulting liabilities. Additionally, we terminated our license agreement with EncrypTix and
have received limited licenses to some of EncrypTix'sintellectua property. Due to this cessation in business, we wrote off the invested $1.0
million and took a one-time gainto eliminate the cumulative loss from EncrypTix intheamount of $23.2 millionin thefirst quarter of 2001.

On March 7, 2000, we completed the acquisition of iShip.com, Inc. (iShip), a development stageenterprise that devel oped I nternet-based
shipping technology. The acquisition was accounted for as a purchasein accordance with the provisions of Accounting Principles Board
Opinion (APB) No. 16. Under the purchase method of accounting, the purchase price wasallocated to the assets acquired and liabilities
assumed based on their estimated fair values at the date of acquisition.

On March 2, 2001, United Parcel Service and Mail Boxes Etc. USA, Inc. (MBE) jointly announced that United Parcel Service would acquire
MBE. MBE represented asignificant future source of revenue and market leverage for the enterprise shipping service that we acquired in the
iShip acquisition. United Parcel Service also informed usat that time that it would be unlikely to continue to use our enterprise shipping
services at MBE in thefuture. Asaresult of the March 2001 events, we reduced goodwill and other intangibles associated with the purchase of
iShipto reflect thepresent value of future cash flows, net of estimated transaction costs. This resulted in a non-cash charge of $163.6 millionin
the first quarter of 2001.

On May 18, 2001, wecompleted the sale of our iShip multi-carrier shipping service assets to United Parcel Service for $2.8 million. The
difference between the sale price of iShip and the value we attributed to the iShip
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assets resulted in non-cash charge of $9.1 million in the second quarter of 2001. Additional legal costs associated with the sale of iShip of
approximately $300,000 were charged in the third quarter of 2001 resulting in atotal charge of $9.4 million.

In October 2001, we received preliminary approval from the United States Postal Service to begin beta testing a technology that allows
customers to print sheets of generic postage on ordinary inkjet or laser printers that are not tied to a destination address and have no expiration
date. Welaunched abeta test for this technology in January 2002. If commercially approved, this product could have a positive effect on future
customer acquisition and customer retention, as the technology removes two major inconveniences of our current service, the fact that the
postage must be tied to the destination address, and the fact that the postage expiresin 24 hours time. We believe that the generic postage
technology isimportant to our ability to grow our future revenue.

Corporate Information

Stamps.com was founded in September 1996 to investigate thefeasibility of entering into the US Postal Service's Information Based Indicia
Program and initiate the certification process for our Internet Postage service. InJanuary 1998, we were incorporated in Delaware as

StampM aster, Inc. and changed our name to Stamps.com Inc. in December 1998. We completed our initial public offering in June 1999 and our
common stock islisted on the Nasdag National Market under the symbol "STMP."

Our principal executive offices are located at 3420 Ocean Park Boulevard, Suite 1040, Santa Monica, California 90405, and our telephone
number is (310) 581-7200.

Stamps.com Internet Mailing and Shipping Services

Stamps.com Internet Postage(TM) Service. Our Internet Postage service is approved by theUS Postal Service and enables usersto print
information-based indicia, or electronic stamps, directly onto envelopes or labels using ordinary laser or inkjet printers. Our servicerequires no
additional hardware--the user'sexisting PC, printer and Internet setup are sufficient. Our free software can be downloaded from the Internet or
installed from a CD-ROM. After installing the software and compl eting a registration process, customers can purchase and print postage 24
hours a day, seven days aweek fromtheir PCs. When a customer purchases postage for use through our service, they pay face value, and the
fundsare transferred directly fromthe customer to the US Postal Service. Beyond the cost of the postage, we charge the customers a monthly
convenience fee for use of the service. We have two separate pricing plans to address the needs of different customers. The Simple Plan targets
lower usage customers with a monthly convenience fee of 10% of the value of postage printed, with a monthly minimumfee of $4.49. The
Power Plan targets higher usage customers with a fixed monthly convenience feethat ranges between $15.99 and $18.99, regardless of volume
of postage printed withour service.

Our technology meets strict US government security standards, and our serviceincorporates address verification technology that validates each
addresses of themail sent using our service against a database of al know addresses from the US Postal Service. In addition, our Internet
Postage serviceis designed to integrate well into common small business and productivity software applications such as word processing,

contact and address management, and accounting and financial applications.

On October 22, 1999, we commercially launched our Internet Postage service. Asof March 21, 2002, our customer base consists of
approximately 280,000 customers who have downloaded our softwareand registered for one of our service plans.
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Overview of Our Industry
Growth of Internet Commerce

The small office/lhome office and small business markets represent a large and growing customer segment. According to International Data
Corporation, there werea combined 41.8 million small businesses and home officesin the United Statesin 1999. For 1999, International Data
Corporation reported that small businesses with less than 100 employees numbered 7.5 million, of which 77% had fewer than 10 employees. In
addition, home offices numbered 34.3 million, of which 18.8 million were income-producing home offices, and the remainder were home
offices used for corporate after-hours work or telecommuting.

We believe that small businessesincreasingly will rely on the functionality and pervasiveness of the Internet to reach and serve alargeand
global group of end users. The reduced cost of selling and marketing on the Internet, the ability to build and serve alarge base of customers
electronically, and the potential for personalized low-cost customer interaction can provide significant economic advantages. These benefits
have led to adoption of theInternet by small businesses and home offices.

Traditional Postage Industry and the Emergence of I nternet Postage

According to theUS Postal Service Annual Report, thetotal postage market was$62.8 billion in 1999, of which $40.4 billion was represented
by first class, priority and express mail with theremainder consisting of other classes of mail including periodicals, bulk and international. The
US Postal Service processed over 201 hillion pieces of mail in 1999. The US Postal Service has experienced continued public demand for more
convenient access to US Postal Service products and services, and strong competition from overnight delivery services and online transaction
services. The US Postal Service also continues to experience loss revenue due to fraud committed using older technology traditional postal
meters.

In response to thesechallenges, in 1995 the US Postal Service announced the Information Based Indicia program, its first new form of postage
since the approval of the postage meter in 1920. Information based indicia are a new type of US Postal Service postage mark that contains an
information rich two dimensional bar code. Further, each bar code containsa 1028-hit digital signatureto guarantee that each indiciumis
unigque and essentially fraud proof.

The goals of the Information Based Indicia Program were to enhance user convenience with anew access channel for postage that was available
24 hoursaday, seven days aweek, while also enhancing theinherent security of the postage to reduce the fraud committed using other forms of
postage. All Internet postage products, including any subsequent enhancementsor additional implementation of a product, must complete US
Postal Servicetesting and evaluation to ensure operational reliability, financial integrity and security before becoming certified for commercial
distribution. The Information Based Indicia Program aso aims to produce mail that is processed more smoothly in order to reduce US Postal
Service costs.

We believe that the Information Based Indicia Program hascreated an attractive alternative channel for the sale of postage, particularly to small
offices, home officesand small businesses. We believe that our current customers have chosen our service over other forms of postage such as
postage stamps or postage meters primarily to save time andto save costs.

The USPostal Service Information Based Indicia Program Certification Process
All USInternet postage products must complete extensive US Postal Service testing and evaluation in the areas of operational reliability,
financial integrity and security to become certified for commercia distribution. Each additional implementation of a particular product or

function requires additional evaluation and approva by the US Postal Service prior to commercial delivery.
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The US Postal Service certification process for Internet postage is a standardized, ten-stage process. Each stage requires US Postal Service
review and authorization to proceed to the next stage of the certification process. The US Postal Service has no published timeline or estimated
time to complete each of theten stages of the program. The most significant stage is the ninth stage, which requires a vendor to complete three
phases of betatesting.

The entire approva processfor Stamps.com took approximately two and one haf years. In March 1997, we submitted our letter of intent to join
the Information Based Indicia Program. From March 1997 through August 1998, weprogressed through thefirst eight stages of the US Postal
Service certification process. On August 24, 1998, the US Postal Service announced that we were approved for beta testing and our Internet
Postage service became the first software-only postage solution approved by the US Postal Servicefor market testing. Between August 24,

1998 and August 9, 1999, we successfully completed the three-phase beta testing required by the US Postal Service's certification process. On
August 9, 1999, we became the first software-only Internet postage solution approved for commercia release by the US Postal Service.

Our Marketing of Internet Postage

Our Internet Postage service is currently targeted primarily at small businesses, home offices, and individuals. We market our Internet Postage
service in several ways, including the following:

Web Partner Channel. In thischannel, we work with strategic partners in order to leverage their Web sitetraffic, Web customer bases or other
distribution in order to distribute our Internet Postage software. These partnerships provide our potential customersthe opportunity to download
our software and access our Internet Postage service from severa different places on the Web. For example, we have a partnership with
Microsoft that makes our software available for download fromthe Office Update section of their website, a site that many small businesses
visit in order to update their Microsoft Office products.

Software Partner Channel. Inthis channel, we make a copy of our free software available on a partner's CD-ROM that getsdistributed to their
existing or prospective customers. We have partnerships with companies who offer small business productivity software, financia software, or
Internet services. For example, we currently have partnerships with Elibrium, Peachtree, and Earthlink.

Hardware Partner Channel. In this channel, we make a copy of our free software available along with a partner's hardware device. We have
partnerships with companies who offer PCs, printers that are used by small businesses, and label makersthat can print Internet postage. For
example, we currently have partnerships with Hewlett Packard, IBM and Dymo.

Retail Partner Channel. Inthis channel, we make a copy of our free software or a marketing brochure available at a partners retail location. We
have partnerships with companies who sell office supplies and computer equipment at retail. For example, we currently have partnerships with
Office Depot and CompUSA. We are also running a pilot program with the US Postal Service to increase our presence at retail post offices.

Office Supplies Partner Channel. In this channel, we make a copy of our free software or a marketing brochure available along with a partners
office supply product. We have partnerships with companies who offer envelopes, 1abels, checks and other small business forms. For example,

we currently have a partnership withNCR.

Affiliate Channel. In thischannel, we utilize the traffic and customersof smaller web sites and other businesses or individuals that are too small
to qualify for a partnership directly with Stamps.com. Our affiliate channel is currently managed by Be Free, Inc. We offer financial incentives
for these small businesses and individuals to drive traffic to our Web site. We currently have approximately 35,000 affiliatesin our program.

5

peres e SO irsssn 2002, EDGAR Online. I nc.




Telemarketing. We market our service using representatives who contact prospective customers over the telephone.

Third-Party Direct Sales. During 2001, we marketed our service using independent third party sales forces. These sales representatives called
on small businesses primarily in commercialized areas of urban markets. Although we believe this channel could potentially be an effective one
in the future, we have not utilized it since June of 2001.

Customer Usage and Retention Programs. We utilize marketing programs that are designed to increase usage of our service by our current
customers, and are designed to reduce the rate at which customers quit our service.

For al of our partner and affiliate channels, and generally all of our marketing programs, we minimize our financial risk and maximize our
return on investment by only utilizing payment structures wherewe compensate a partner using a bounty or a revenue share only if that partner
has provided a customer to us. During 2001, as part of our restructuring programs, we exited all of our partnerships that required paymentsthat
were not dependent on the number of customers that were delivered to us, such as a fixed up-front payment, and we do not expect to enter any
new partnerships with that structure.

Our Competition

We compete with traditional methods of creating postage, such aspostage stamps or postage meters, and wealso compete with other Internet
Postage providers, including Neopost Industrie, Pitney Bowes, and Envel ope Manager. Based on current information available fromthe US
Postal Service, we believe that we have over 80% of total Internet Postage customers.

The following isa summary of our current competitors in the PC Postage, or Information Based Indicia Program:

Neopost Industrie. Neopost isalarge French postage company with a US presence in the traditional postage meter industry. Neopost has a
commercially available speciaty metering devicethat can be attached to a user's PC and allows auser to download postage to thedevice from
the Internet. This specialty metering device is not regulated by the open system Information Based Indicia Program because it does not allow
for the printing of postage from standard inkjet or laser printers.

Envelope Manager. Envelope Manager isasmall private US based company that launched a software-based Internet postage service
commercially in 2000.

Pitney Bowes, Inc. Pitney Bowes is the current market leader in the traditional postage meter business and had approximately $4.1 hillion in
revenues in 2001. Pitney Boweslaunched a software-based Internet postage product in April 2000.

In addition to competing with Internet postage vendors for market share of Internet postage sales, we also compete with traditional postage

methods including postage stamps and postage meters. We believe that customer choose our service over other postage methods primarily to
save time and to save costs.

Our service saves customerstimein anumber of ways. First, our service alowsa customer to apply postage to letters or packages at home or at
the office, thus avoiding the time that would ordinarily be spent traveling to, or waiting at, the post office. Second, our service hasthe ability to
generate mass mailings quickly and easily, in aquick single step process. Finally, our service saves customerstime because of its ability to
integrate quickly and easily with most small business productivity applications such as word processors, financial applications, and address
books.
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Our service saves customerscost in many ways. Firgt, it cleansesall addresses for mailings sent usingour service so postage is hot wasted on
undeliverable mail. Second, it avoidswasted postage by cal culating the exact amount of postage that is needed depending on mail class, mail
form, weight and destination address. Third, the software provides the ability to track and control postage expendituresin a small office using
cost codes. Finally, the monthly service feeswe charge are lessthan atraditional small business postage meter. Our service feesare 80% or
more less expensive than the most popular small business postage meter.

Overall, we may not be able to maintain a competitive position against current or future competitors asthey enter the markets in whichwe
compete. Thisis particularly true with respect to competitors with greater financial, marketing, service, support, technical, intellectual property
and other resources than us. Failure to maintain a competitive position within the market could seriously harm our business, financial condition
and results of operations. For further discussion of the competitive risks, see "Risk Factors--1f we are unable to compete successfully,
particularly against large, traditional providers of postage products like Pitney Bowes, our revenues and operating resultswill suffer."

Our Internet Postage Service Technology
Our Internet Postage service technology is comprised of the following key components:

System Architecture. Our servers arelocated in a high-security, data center and operate with internally developed security software. We intend
to internally support our web page by theend of the second quarter of 2002. These servers create the data used to generate information-based
indicia. These serversalso process postage purchases using secure technology that meets US Postal Service security requirements. Our service
currently uses a Windows-based client application, which supports a variety of label and envelope options and a wide range of printers. In
addition, our application employs an internally-devel oped user authentication mechanism for additional security.

Transaction Processing. Our transaction processing servers are acombination of secure, commercially available and internally-devel oped
technol ogies that are designed to provide secure and reliable transactions. Our system implementshardware to meet government standards for
security and data integrity. The performance and scalability of our Internet Postage system is designed to allow many users to process postage
transactions through our Web site.

Database Processing. Our database servers are designed and built with industry-leading database technol ogies and can be scaled easily as
needed.

Research and Development. Our research and devel opment expenditures were $7.4 million, $33.1 million and $12.6 million in 1999, 2000 and
2001, respectively.

Our Intellectual Property

Werely on acombination of patent, trade secret, copyright and trademark laws and contractual restrictions to establish andto protect our
intellectual property rightsin products, services, know-how and information. We have 39 issued US patents, 68 pending US patent applications,
11 international patents and 28 pending international patent applications. We also have a number of registered and unregistered trademarks. We
plan to apply for more patentsin the future.

Despite effortsto protect our intellectual property rights, we face substantial uncertainty regarding theimpact that other parties intellectual
property positions will have on our business. In particular, Pitney Bowes has sent formal comments to the US Postal Service asserting that
intellectual property of Pitney Bowesrelated to postage metering and systemswould be infringed by products meeting the requirements of the
Information Based Indicia Program's specifications. Furthermore, in June 1999, Pitney Bowesfiled two separate lawsuits in the
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United States District Court for the District of Delaware against both us and E-Stamp Corporation alleging infringement of Pitney Bowes
patents. On April 13, 2000, Pitney Bowes asked the court for permission to amend its complaint to drop allegations of patent infringement with
respect to one patent and to add allegations of patent infringement with respect to three other patents. On July 28, 2000 the court entered Pitney
Bowes amended complaint. On June 18, 2001, E-Stamp Corporation and Pitney Bowes agreed to settletheir litigation.

In September 2000, Pitney Bowesfiled another patent infringement lawsuit against usin the United States District Court for the Eastern District
of Texas, aleging that we are infringing four patents owned by Pitney Bowesrelated to shipping. The suit seeks unspecified damages and a
permanent injunction from further alleged infringement. We answered the complaint on December 1, 2000, denying the allegations of patent
infringement and asserting a number of affirmative defenses. United Parcel Service acquired our iShip multi-carrier shipping service assets on
May 18, 2001. On September 4, 2001, the court granted our motion to transfer the lawsuit to the United States District Court for the District of
Delaware.

On June 14, 2001, we filed a patent infringement lawsuit against Pitney Bowesin the United States District Court for the Central District of
Cadlifornia, alleging that Pitney Bowesinfringes four patents we own. On January 7, 2002, the court granted Pitney Bowes motion to transfer
the lawsuit to the United States District Court for the District of Delaware. Each of the patent lawsuits between usand Pitney Bowesisin the
discovery phase and is scheduled for trial in January, 2003.

On December 13, 2000, Cybershop (a British Columbia, Canada partnership) and its general partnersfiled suit against usin theU.S. District
Court for the Southern District of Texas, alleging that in 1998 athird party fraudulently transferred ownership of the Internet domain name
"stamps.com” away from Cybershop and subsequently transferred it to us. The third party is aso a named defendant in the suit. The complaint
seeks legal resolution and recognition of Cybershop's ownership of the "stamps.com™ domain name and seeks unspecified monetary damages
against thethird party. On January 9, 2001, we filed a motionto dismiss the suit. On February 16, 2001, Cybershop filed an amended
complaint, alleging new causes of action, including conversion, invasion of privacy, trespass, and private nuisance, and seeking declaratory
judgment for return of the domain name registration to Cybershop. Cybershop later filed third and fourth amended complaints. On February 13,
2002, the court granted our summary judgment motion and dismissed all of Cybershop's pending claims against uswith prejudice. Cybershop
has filed a motion asking the court to reconsider its decision.

For adiscussion of claimsby Pitney Bowesand Cybershop and risks associated with intellectual property, pleaserefer to "Risk
Factors--Success by Pitney Bowes inits suitsagainst us alleging patent infringement could prevent us from offering our Internet Postage
services and severely harm our business or causeit tofail," "Risk Factors--Successby Cybershop in itssuit against us seeking damages and
recognition of itsownership of the domain name "stamps.com™ could prevent usfrom usingthe domain name "stamps.com" and could require a
change of name of the Company, severely harming our business or causingit to fail" and"Legal Proceedings."

Employees

Aspart of our restructuring in October 2000, we reduced our total number of employees by approximately 40% to 315 employees, which
included full time, part time and contract employees. In February 2001, we further reduced our total number of employees by approximately
50% to 150 employees, which included full time, part time and contract employees. In May 2001, approximately 55 employees left Stamps.com
to join UPS as part of the acquisition of theiShip business by UPS. And in August 2001 we further reduced our headcount by approximately
25% to less than 70 employees and full time equivalents. Asof March 21, 2002, we have approximately 65 employees. None of our employees
are represented by alabor union.

peres e SO irsssn 2002, EDGAR Online. I nc.




RISK FACTORS

Y ou should carefully consider thefollowing risks and the other information in this report and our other filings with the SEC before you decide
toinvest in our company or to maintain or increase your investment. The risks and uncertainties described below are not the only ones facing
Stamps.com. Additional risks and uncertainties may also adversely impact and impair our business. If any of the following risks actually occur,
our business, results of operations or financial condition would likely suffer. In that case, the trading price of our common stock could decline,
and you may lose al or part of your investment.

Thisreport containsforward-looking statements based on the current expectations, assumptions, estimates and projections about Stamps.com
and the Internet industry. These forward-looking statementsinvolve risks and uncertainties. Our actual results could differ materially from those
discussed in these forward-looking statements asa result of many factors, including those described in this section and elsewhere in this report.
Stamps.com does not undertake to update publicly any forward-looking statements for any reason, even if new information becomes available
or other events occur in thefuture.

Risks Related to Our Business
Because we have a limited operating history, thereis limited information upon which you can evaluate our business.

Weare till intheearly stagesof our development, and our limited operating history makesit difficult to evaluate our business and prospects.
Our Internet Postage service hasonly been available since October 22, 1999. Due to our limited operating history, it isdifficult to predict future
results of operations, including operating expenses and revenues. Moreover, due to our limited operating history, any evaluation of our business
and prospects must be made in light of the risks and uncertainties often encountered by early-stage companies in new and evolving markets, like
the Internet. Many of these risks are discussed in the subheadings below, and include our (a) ability to meet and maintain government
specifications for our Internet Postage service, specifically US Postal Service requirements; (b) complete dependence on I nternet Postage that
currently do not have substantial market acceptance;; (c) ability to establish and promote our brand name; (d) ability to expand our operations
to meet the commercial demand for our services, when it arises; (€) development of and reliance on strategic and distribution relationships; (f)
ability to prevent and respond quickly to service interruptions; (g) ability to minimize fraud and other security risks; and (h) ability to compete
with companies with greater capital resources and brand awareness.

If we are unsuccessful in addressing these risks or in executing our new business strategy, our business, results of operations and financial
condition would be materially and adversely affected.

Our revenues and operating results may fluctuate in future periods and we may fail to meet expectations, which may cause the price of our
common stock to decline.

Our revenues and operating results may fluctuate significantly from period-to-period particularly because our Internet Postage and shipping
services arenew and our prospects uncertain. If revenues or operating resultsfall below the expectations of investors or public market analysts,
the price of our common stock could decline substantially. Factors that might cause our revenues, margins and operating resultsto fluctuate
include thefactors described in the subheadings below as well as: (a) the success of our Internet Postage and shipping services; (b) the costs of
defending ourselves in litigation; (c) the costs of our marketing programs to establish and promote the Stamps.com brand name; (d) the demand
for our Internet Postage and shipping services; (€) our ability to develop and maintain strategic distribution relationships; (f) the number, timing
and significance of new products or servicesintroduced by both usand our competitors; (g) our ability to develop, market and introduce new
and enhanced services on atimely basis; (h) thelevel of service and price competition; (i) theincreasesin our operating expenses,

()) US Postal Service regulation and palicies; (k) the success of implementing our new business strategy and of reducing expenses; and (1)
genera economic factors.
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Our cost of revenues includes costsfor systems operations, customer service, Internet connection and security services; al of these costs will
fluctuate depending upon the demand for our services. In addition, a substantial portion of our operating expensesis related to personnel costs,
marketing programs and overhead, which cannot be adjusted quickly and are therefore relatively fixedin the short term. Our operating expense
levels arebased, in significant part, on our expectations of future revenues. If our expenses precede increased revenues, both gross margins and
results of operations would be materially and adversely affected. Moreover, our new business strategy of reducing expenses may directly and
correspondingly cause our revenuesto substantially decline.

Due to the foregoing factors and the other risks discussed in this annual report, you should not rely on period-to-period comparisons of our
operating results asan indication of future performance.

We have a history of losses, expect to incur lossesin the future and may never achieve profitability, which may reduce the trading price of our
common stock.

Since webegan operations in 1998, we haveincurred substantial operating lossesin every period. Asaresult of accumulated operating losses,
we had an accumulated deficit of $483.2 million as of December 31, 2001. We expect to continue to incur significant sales and marketing,
research and development, and administrative expenses and therefore could continueto experience net losses and negative cash flows for
several years, and perhapsfor the duration of our corporate existence. For the year ended December 31, 2001, we generated $19.4 millionin
revenues. There are no guarantees that we will reach or be able to maintain profitability in the future.

Overall, we will need to generate significant revenuesand successfully implement our new business strategy to achieve and maintain
profitability.

Weimplemented pricing plans that may adversely affect our future revenues and profitability.

Our ahility to generate gross margins depends upon the ability to generate significant revenues fromalarge base of active customers. In
November 2000, we changed our pricing plansfor our Internet postage services. Inorder to attract customers in thefuture, we may run special
promotions and offer discounts on fees, postage and supplies. We cannot be sure that customerswill be receptive to this fee structure for our
Internet postage services or to future fee structures that we may implement. Even if we are able to establish a sizeable base of users, we still
may not generate sufficient gross marginsto become profitable. In addition, our ability to generate revenuesor achieve profitability could be
adversely affected by special promotions or additional changesto our pricing plans.

If our business strategy is not successfully implemented, our financial condition and results of operations will be adversely affected.

For the year ended December 31, 2001, we have continued to implement our business strategy begun in October 2000 to enhance our ability to
achieve profitability by focusing on our core business of Internet postage services. We have continued our cost cutting efforts, including a
reduction in headcount in August 2001 by 25%, the termination of fixed-cost marketing arrangements, and the redeployment of sales and
marketing expenditures to programs that have a higher return on investment.

Our business strategy entailsrisksrelating to our ability to attract our targeted customers to offset potential customer lossesin other areas and
the ability of our new management teamto implement this strategy. There is no guarantee our new management team will be able to effectively
or efficiently implement our business strategy or that, if effectively implemented, our strategy will benefit us or help us achieve profitability.
Failure to execute our planto significantly reduce expenses or to attract new customers in high margin lines of business in significant numbers
will adversely effect our financial condition and results of operations. In addition, our
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business strategy could resultin a substantial loss of customers which would have anadverse impact on our financial condition and results of
operations.

Recent personnel changes may interfere with our operations.

For the year ended December 31, 2001, we experienced significant changesat the senior management level. In August, 2001, Ken McBride was
appointed as our new President and Chief Executive Officer. Mr. McBride served as our Chief Financia Officer since April 1999, and replaced
interim President and CEO Bruce Coleman. In August 2001, Marvin Runyonresigned from our board of directors and Vice President of
Marketing Kathy Brush left Stamps.com. In September, 2001, Seth Weisberg wasappointed as our new Secretary. In the quarter ended June 30,
2001, we experienced significant changes at the board of directors level. Following the sale of our iShip assetsin May 2001, John A Duffy and
Stephen M. Teglovic, who served on our board of directors after the acquisition of iShip, resigned from our board of directors. In June, 2001,
Carolyn M. Ticknor and Thomas N. Clancy resigned fromour board of directors. If wefail to attract members to, or retain memberson, our
board of directors, our business, financial condition and results of operations will be adversely affected.

If we do not successfully attract and retain skilled personnel for permanent management and other key personnel positions, we may not be able
to effectively implement our business plan.

Our success depends largely on the skills, experience and performance of the members of our senior management and other key personnel. Any
of theindividuals can terminate his or her employment with usat any time. If we lose additional key employees and are unable to replace them
with qualified individuals, our business and operating results could be seriously harmed. In addition, our future success will depend largely on
our ability to continue attracting and retaining highly skilled personnel. As aresult, we may be unable to successfully attract, assimilate or retain
qualified personnel. Further, we may be unable to retain the employees we currently employ or attract additional personnel. The failureto
attract and retain the necessary personnel could seriously harm our business, financial condition and results of operations.

We cannot predict thevalue of our acquisition of certain intellectual property assets of E-Stamp Corporation.

We acquired intellectual property assets relating to Internet-based postage printing and management from E-Stamp Corporation, one of our
former competitors. There can be no assurance that theintellectual property assets we acquired will provide value or will help usto achieve
profitability as currently planned, if at al. Inaddition, a portion of the intellectual property rights we acquired from E-Stamp Corporation are
the subject of alawsuit brought by Pitney Bowesand could be determined by a court to be invalid or unenforceable. Aninvalidity or
unenforceability determination could make theintellectual property rights we acquired worthless. See "L egal Proceedings'.

The success of our business will depend upon acceptance by customers of our Internet postage services.

We expect that our Internet postage serviceswill generate a significant portion of our future revenues. Accordingly, we depend heavily onthe
commercial acceptance of our Internet postage services. If we fail to successfully gain commercia acceptance of our Internet postage services,
we will be unable to generate significant revenues. To date, a substantial market for Internet postage has not developed, andwe cannot assure
you that it will develop. More specifically, we cannot predict if our target customerswill choose the Internet as a means of purchasing postage,
or if customers will be willingto pay afee to use our service, or if potential userswill select our system over our competitors systems or over
alternative methods such as online invoicing, bill payment and financial transactions.
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The success of our business will depend upon our ability to makeour Internet postage serviceswidely available, and to achievewidespread
adoption of our services.

We face numerousrisksin conjunction with theintroduction, sale and commercial availability of our services because of our limited experience
with thecommercia rollout and useof our services. Specificaly, our Internet postage servicewas introduced on October 22, 1999. Asaresult,
we cannot be sure that our services will be widely available or adopted, that they will successfully process large numbers of user transactions or
that our services will contain features that appeal to the broad range of customers that we target. If weexperience problems with the availability,
adoption, scalability or functionality of our servicesor if we areunable to offer attractive service enhancementsin atimely manner, our ability
to attract and retain customers and our results of operations will be adversely impacted.

If wefail to effectively market and sell our Internet postage service, we may never achieve profitability and our business will be substantially
harmed and could fail.

In order to acquire customersand achieve wide distribution and use of our services, wemust develop and execute cost-effective marketing
campaigns and sales programs. Given thelimited amount of time that our services have been commercially available, we have very limited
experience conducting marketing campaigns. In addition, we have recently increased our emphasis on direct selling efforts and have only
recently retained the resources necessary to support a direct sales channel. However, we have very limited experience in acquiring customers
through a direct saleschannel. In connection with our new business strategy, we have significantly reduced our marketing budget. As aresult of
these limited marketing and sales experiences, and our reduced marketing budget, we cannot predict our ability to attract customers for our
services, and we may fail to generate significant interestin any of our services. Furthermore, we may be unable to generate significant interest
in our services in a cost-effective manner. If wefail to generate interest in our servicesor to acquire customers in a cost-effective manner, our
results of operations will be adversely affected and we may never achieve profitability.

If wefail to meet thedemands of our customers, our business will be substantially harmed and could fail.

Our Internet postage services must meet the commercial demands of our customers, which range fromindividuals to small businesses. We
cannot be sure that our services will appeal to or be adopted by a wide range of customers. Moreover, our ability to obtain and retain customers
depends on our customer service capabilities. Aspart of our new business strategy, we have significantly reduced our support offerings. If we
are unable at any time to address customer service issues adequately or to provide a satisfactory customer experiencefor current or potential
customers, our business and reputation may be harmed. |f we experience extensive interest in our services, we may fail to meet the expectations
of customers dueto limited experience in operating our services and the strains thisdemand will place on our Web site, customer service
operations, professional servicesgroup, network infrastructure or systems. If we fail to meet the demands of our customers or if our customers
implement and employ our services more slowly than we expect, our business, results of operation and ability to achieve profitability will be
negatively affected.

Success by Pitney Bowes inits suitsagainst us alleging patent infringement could prevent us from offering our Internet postage services and
severely harmour business or cause it to fail.

On June 16, 1999, Pitney Bowes sued usfor alleged patent infringement in the United States District Court for the District of Delaware. The
suit originally alleged that we are infringing two patents held by Pitney Bowesrelated to postage application systems and electronicindicia. The
suit seeks treble damages, a preliminary and permanent injunction from further alleged infringement, attorneys fees and other unspecified
damages. We answered the complaint on August 6, 1999, denying the allegations of patent infringement and asserting a number of affirmative
defenses. Pitney Bowes filed a similar complaint in early June 1999 against one of our competitors, E-Stamp Corporation, aleging infringement
of seven Pitney Bowes patents. On April 13, 2000, Pitney Bowes asked the court for permission to amend its complaint to drop allegations of
patent infringement
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with respect to one patent and to add allegations of patent infringement with respect to three other patents. On July 28, 2000 the court entered
Pitney Bowes amended complaint. On June 18, 2001, E-Stamp and Pitney Bowes agreed to settletheir litigation.

On September 18, 2000, Pitney Bowesfiled another patent infringement lawsuit against usin the United States District Court for the Eastern
District of Texas, aleging that we areinfringing four patents owned by Pitney Bowes related to multi-carrier shipping. The suit seeks
unspecified damages and a permanent injunction from further aleged infringement. We answered the complaint on December 1, 2000, denying
the alegations of patent infringement and asserting a number of affirmative defenses. United Parcel Service acquired our iShip multi-carrier
shipping serviceassets on May 18, 2001. On September 4, 2001, the court granted our motion to transfer thelawsuit to the United States
District Court for the District of Delaware.

On June 14, 2001, we filed a patent infringement lawsuit against Pitney Bowesin the United States District Court for the Central District of
Cdlifornia, aleging that Pitney Bowesinfringes four patents we own. On January 7, 2002, the court granted Pitney Bowes motion to transfer
the lawsuit to the United States District Court for the District of Delaware. Each of our patent lawsuitsagainst Pitney Bowesisin the discovery
phase and is scheduled for trial in January, 2003.

The outcome of our litigation against Pithey Bowes is uncertain. Therefore, we can give no assurance that Pitney Boweswill not prevail. See
"Legal Proceedings’ for adescription of thislitigation in whichwe are involved.

If Pitney Bowes prevailsin itssuits against us, we may be prevented from selling postage on the Internet. Alternatively, the Pitney Bowes suits
could result in limitations on how we implement our service, delays and costs associated with redesigning our service and payments of license
fees and other payments. Thus, if Pitney Bowes prevailsinits suits against us, our business could be severely harmed or fail. In addition, the
litigation could result in significant expenses and diversion of managementtime and other resources.

On August 17, 1998, Pitney Bowesissued a press release stating that it holds dozens of US patents related to computer-based postage metering
and that it intends to engagein discussions with other marketers of computer-based postal products to license Pitney Bowes technology. Prior to
Pitney Bowesfiling alawsuit against us, we were in license discussions with Pitney Bowes. Weintend to continue these discussions; however,
we cannot predict whether thesediscussions will continue, the outcome of these discussions or theimpact of Pitney Bowes' intellectua property
claimson our business or the Internet postage market. If Pitney Bowesis able to prevail inits claims against usand if we do not enter into a
license relationship with Pitney Bowes, our business could be impacted severely or fail. In addition, as described above, Pitney Bowes could
obtain monetary and injunctive relief against us.

Success by Cybershop inits suit against us seeking damages and recognition of its ownership of the domain name stamps.com could prevent us
from using the domain name stamps.com and could require a change of name of the Company, severely harming our business or causingit to
fail.

On December 13, 2000, Cybershop (aBritish Columbia, Canada partnership) and its general partnersfiled suit against usin theU.S. District
Court for the Southern District of Texas, alleging that in 1998 athird party fraudulently transferred ownership of the Internet domain name
"stamps.com” away from Cybershop and subsequently transferred it to us. The third party is aso a named defendant in the suit. The complaint
seeks lega resolution and recognition of Cybershop's ownership of the "stamps.com™ domain name and seeks unspecified monetary damages
against thethird party. On January 9, 2001, we filed a motion to dismiss the suit. On February 16, 2001, Cybershop filed an amended
complaint, alleging new causes of action, including conversion, invasion of privacy, trespass, and private nuisance, and seeking declaratory
judgment for return of the domain name registration to Cybershop. Cybershop later filed third and fourth amended complaints. On February 13,
2002, the court granted our summary judgment motion and dismissed all of Cybershop's pending claims against uswith prejudice. Cybershop
has filed a motion asking the court to reconsider its decision.
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If Cybershop prevailsinits claimsagainst us, we may be liable for monetary damages. Additionally, if Cybershopis successful in the lawsuit,
we may be required to relinquish thedomain name stamps.com and transfer the domain name registration to Cybershop. Relinquishing
ownership of the stamps.com domain name would require usto use a different domain name as the primary Internet address and web page for
our company, and we may need to change the name of our company itself from Stamps.com Inc. as well. Changing the name of our company,
and using a new Internet domain name, could significantly and negatively affect our brand recognition and customer acquisition and retention.
Furthermore, a changein our company name or Internet domain name could result in significant costsin seeking to build new brand

recognition. Thus, if Cybershop prevailsin itssuit against us, our business could be severely harmed or even fail. See "Legal Proceedings' for a
description of litigation in which we areinvolved.

Even if Cybershop's claimis unsuccessful, the Cybershop litigation could result in significant expenses and diversion of management time and
other resources that could negatively affect our business.

Third party assertionsof violations of their intellectual property rights could adversely affect our business.

Substantial litigation regarding intellectual property rights exists in our industry. Third parties may currently have, or may eventually be issued,
patents upon which our products or technology infringe. Any of these third parties might make a claim of infringement against us. We may
become increasingly aware of, or we may increasingly receive correspondence claiming, potential infringement of other parties intellectual
property rights. We could incur significant costs and diversion of management time and resources to defend claimsagainst usregardless of their
validity. We may not have adequate resources to defend against these claims and any associated costs and distractions could have a material
adverse effect on our business, financial condition and results of operations. In addition, litigation in whichwe are accused of infringement
might cause product development delays, require usto develop non-infringing technology or require usto enter into royalty or license
agreements, which might not be available on acceptable terms, or at all. If a successful claim of infringement were made against us and we
could not devel op non-infringing technology or license theinfringed or similar technology on atimely and cost- effective basis, our business
could be significantly harmed or fail. Any loss resulting from intellectual property litigation could severely limit our operations, cause us to pay
license fees, or prevent us fromdoing business. See "Lega Proceedings’.

A failureto protect our own intellectual property could harm our competitive position.

Werely on acombination of patent, trade secret, copyright and trademark laws and contractual restrictions, like confidentiality agreements and
licenses, to establish and protect our rightsin our products, services, know-how and information. We have 39 issued US patents, 68 pending US
patent applications, 11 international patents and 28 pending international patent applications. We also have a number of registered and
unregistered trademarks. We plan to apply for more patents in the future. We may not receive patents for any of our patent applications. Even if
patents areissued to us, claimsissued in these patentsmay not protect our technology. In addition, a court might hold any of our patents,
trademarks or servicemarks invalid or unenforceable. Even if our patents are upheld or are not challenged, third parties may develop dternative
technologies or products without infringing our patents. If our patents fail to protect our technology or our trademarks and service marks are
successfully challenged, our competitive position could be harmed. We aso generally enter into confidentiality agreements with our employees,
consultants and other third partiesto control andlimit access and disclosure of our confidential information. These contractual arrangements or
other stepstaken to protect our intellectual property may not prove to be sufficient to prevent misappropriation of technology or deter
independent third party development of similar technologies. Additionally, the laws of foreign countries may not protect our services or
intellectual property rightsto the same extent as do thelaws of the United States.
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Exodus Communications' bankruptcy could harm our business and operations.

We have entered into an Internet hosting agreement with Exodus Communications, Inc. to maintain our web page servers at one of Exodus data
centers in Southern California. Exodus has filed for reorganization under Chapter 11 of the US Bankruptcy Code and Digital Island, Inc. has
acquired our hosting agreement out of bankruptcy. We have provided noticeto Digital Island, Inc. to terminate our hosting agreement and we
intend to internally support our web page serversby theend of the second quarter of 2002. We cannot be certain that our transition to internally
hosting our web site will not have unintended negative consequences such as unexpected downtime of our web page or damageto our web page
servers inthemove.

System and online security failures could harm our business and operating results.

Our services depend on the efficient and uninterrupted operation of our computer and communications hardware systems. In addition, we must
provide a high level of security for thetransactions we execute. We rely on internally-developed and third-party technology to provide secure
transmission of postage and other confidential information. Any breach of these security measureswould severely impact our business and
reputation and would likely result in theloss of customers. Furthermore, if we are unable to provide adequate security, the US Postal Service
could prohibit usfrom selling postage over the Internet.

Our systems and operations arevulnerable to damage or interruption from anumber of sources, including fire, flood, power loss,
telecommunications failure, break-ins, earthquakes and similar events. Our Internet host provider does not guarantee that our Internet access
will be uninterrupted, error-free or secure. After we complete thetransfer of our web serversfrom its current outsourced location to its new
location inside our corporate headquarters, our web site will nolonger have the same connectivity infrastructure as available through Exodus.
Our servers arealso vulnerableto computer viruses, physical, electrical or electronic break-insand similar disruptions. We have experienced
minor system interruptions in the past and may experiencethem again in thefuture. Any substantial interruptionsin thefuture could result in the
loss of dataand could completely impair our ability to generate revenuesfrom our service. We do not presently have afull disaster recovery
plan in effect to cover loss of facilitiesand equipment. In addition, we do not have afail-over site that mirrors our infrastructure to allow usto
operate from a second location. We have business interruption insurance; however, we cannot be certain that our coverage will be sufficient to
compensate us for losses that may occur asaresult of business interruptions.

A significant barrier to electronic commerce and communications is the secure transmission of confidential information over public networks.
Anyonewhoisableto circumvent our security measures could misappropriate confidential information or causeinterruptions in our operations.
We may be required to expend significant capital and other resources to protect against potential security breaches or to alleviate problems
caused by any breach. We rely on specialized technology fromwithin our own infrastructure to provide the security necessary for secure
transmission of postage and other confidential information. Advances in computer capabilities, new discoveries in security technology, or other
events or developments may result in a compromise or breach of the algorithms we use to protect customer transaction data. Should someone
circumvent our security measures, our reputation, business, financial condition and results of operations could be seriously harmed. Security
breaches could also expose usto arisk of loss or litigation and possible liability for failing to secure confidential customer information. Asa
result, we may be required to expend a significant amount of financial and other resources to protect against security breachesor to alleviate
any problemsthat they may cause.

The effects of expansion may adversely affect our financial condition, results of operations and existing stockholders.
We may establish subsidiaries, enter intojoint ventures or pursue the acquisition of new or complementary businesses, products or technologies
in an effort to enter into new business areas, diversify our sources of revenue and expand our product and service offerings outside the Internet

postage market. Although we have no commitments or agreementsand are not currently engaged in discussions for any material acquisitions or
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investments, we continue to evaluate incremental revenue opportunities and derivative applications of our technology and may pursue and
develop those opportunities with strategic partners and investors, both domestically and internationally. To the extent we pursue new or
complementary businesses, we may not be able to expand our service offerings and related operations in a cost-effective or timely manner. We
may experience increased costs, delays and diversions of management's attention whenintegrating any new businesses or service. We may lose
key personnel from our operations or those of any acquired business. Furthermore, any new business or service we launchthat is not favorably
received by users could damage our reputation and brand namein the Internet postage or other markets that we enter. We also cannot be certain
that we will generate satisfactory revenues from any expanded services or products to offset related costs. Any expansion of our operations
would aso require significant additional expenses, and these effortsmay strain our management, financial and operational resources.
Additionally, future acquisitions may also result in potentialy dilutive issuances of equity securities, the incurring of additional debt, the
assumption of known and unknown liabilities, and the amortization of expensesrelated to goodwill and other intangible assets, al of which
could have a material adverse effect on our business, financial condition and operating results. New issuances of securities may also have rights,
preferences and privileges senior to those of our common stock.

RisksRelated toOur Industry

US Postal Service regulations and fee assessments may cause disruptions or discontinuance of our business, may increase the cost of our service
and may affect the adoption of Internet postage asa new method of mailing.

We are subject to continued US Postal Service scrutiny and other government regulations. The continued availability of our Internet postage
services is dependent upon our service continuing to meet US Postal Service performance specifications and regulations. The US Postal Service
could changeits certification requirements or specifications for Internet postage or revokethe approval of our service at any time. If at any time
our Internet postage service failsto meet US Postal Service requirements, we may be prohibited from offering this serviceand our business
would be severely and negatively impacted. Inaddition, the US Postal Service could suspend, terminate or offer serviceswhich compete against
Internet postage, any of which could stop or negatively impact thecommercia adoption of our Internet postage services. Any changesin
requirements or specifications for Internet postage could adversely affect our pricing, cost of revenues, operating results and margins by
increasing the cost of providing our Internet postage service.

The US Postal Service could also decide that Internet postage should no longer be an approved postage service due to security concerns or
other issues. Our business would suffer dramatically if we are unable to adapt our Internet postage services to any new requirements or
specifications or if the US Postal Service were to discontinue Internet postage asan approved postage method. Alternatively, the US Postal
Service could introduce competitive programs or amend Internet postage requirements to make certification easier to obtain, which could lead
to more competition from third parties or the US Postal Serviceitself. See Risk Factors--If we are unable to compete successfully, particularly
against large, traditiona providers of postage products like Pitney Bowes who enter the online postage market, our revenuesand operating
resultswill suffer.

In addition, US Postal Service regulations may require that our personnel with accessto postal information or resources receive security
clearance prior to doing relevant work. We may experience delays or disruptionsif our personnel cannot receive necessary security clearances
inatimely manner, if at all. The regulationsmay limit our ability to hire qualified personnel. For example, sensitive clearance may only be
provided to US citizens or aliens who are specifically approved to work on US Postal Service projects.
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If we are unable to compete successfully, particularly against large, traditional providers of postage products such as Pitney Bowes who enter
the online postage markets, our revenues and operating resultswill suffer.

The market for Internet postage products and services is new and isintensely competitive. At present, Pitney Bowes has a software-based
product commercialy available. Neopost Industrie hasa hardware product commercially available. If any of our competitors, including Pitney
Bowes, provide the same or similar service as we provide, our operations could be adversely impacted. See Business--Competition.

Internet postage may not be adopted by customers. These customers may continue to use traditional means to purchase postage, including
purchasing postage from their local post office. If Internet postage becomes a viable market, we may not be able to establish or maintain a
competitive position against current or future competitors as they enter the market. Many of our competitors have longer operating histories,
larger customer bases, greater brand recognition, greater financial, marketing, service, support, technical, intellectual property and other
resources than us. As aresult, our competitors may be able to devote greater resources to marketing and promotional campaigns, adopt more
aggressive pricing policies and devote substantially more resources to Web site and systems devel opment than us. Thisincreased competition
may result in reduced operating margins, loss of market share and a diminished brand. We may from time to time make pricing, service or
marketing decisions or acquisitions as a strategic response to changesin the competitive environment. These actions could result in reduced
margins and seriously harm our business.

If the market for Internet postage develops, we could face competitive pressuresfrom new technologies or the expansion of existing
technologies approved for useby the US Postal Service. We may also face competition from a number of indirect competitors that specialize in
electronic commerce and other companies with substantial customer bases in the computer and other technical fields. Additionally, companies
that control access to transactions through a network or Web browsers could also promote our competitors or charge us a substantial feefor
inclusion. Our competitors may also be acquired by, receive investmentsfrom or enter into other commercial relationships with larger,
better-established and better-financed companies asuse of theInternet and other online services increases. In addition, changesin postal
regulations could adversely affect our serviceand significantly impact our competitive position. We may be unable to compete successfully
against current and future competitors, and the competitive pressures we face could seriously harm our business.

If we do not respond effectively to technological change, our services could become obsolete and our business will suffer.

The development of our servicesand other technology entails significant technical and business risks. To remain competitive, we must continue
to enhance and improve the responsiveness, functionality and features of our online operations. The Internet and the el ectronic commerce
industry are characterized by rapid technological change; changes in user and customer requirements and preferences; frequent new product and
service introductions embodying new technologies; and the emergence of new industry standards and practices.

The evolving nature of the Internet or the Internet postage markets could render our existing technology and systemsobsolete. Our successwill
depend, in part, on our ability to license or acquire leading technologiesuseful in our business; enhance our existing services, develop new
services or features and technology that address theincreasingly sophisticated and varied needs of our current and prospective users; and
respond to technological advances and emergingindustry and regulatory standards and practices in a cost-effective and timely manner.

Future advances in technology may not be beneficial to, or compatible with, our business. Furthermore, we may not be successful in using new

technol ogies effectively or adapting our technology and systems to user requirements or emergingindustry standards on atimely basis. Our
ability to remain technologically competitive may require substantial expenditures andlead time. If we are unable to adapt in atimely manner to
changing market conditions or user requirements, our business, financial condition and results of operations could be seriously harmed.
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The success of our business will depend on the continued growth of the Internet and the acceptance by customers of the Internet as a meansfor
purchasing postage services.

Our success depends in large part on widespread acceptance and use of the Internet as a way to purchase postage services. Thispracticeis at an
early stage of development, and market acceptance of Internet postage serviceis uncertain. We cannot predict the extent to which customers
will be willing to shift their purchasing habits from traditional to online postage services. To be successful, our customers must accept and
utilize electronic commerce to satisfy their product needs. Our future revenues and profits, if any, substantially depend upon the acceptance and
use of the Internet and other online services as an effective medium of commerceby our target users.

The Internet may not become aviable long-term commercial marketplace due to potentially inadequate devel opment of the necessary network
infrastructure or delayed development of enabling technologiesand performance improvements. The commercial acceptance and use of the
Internet may not continue to develop at rates sufficient to sustain or grow our business. Our business, financial condition and results of
operations would be seriously harmed if use of theInternet and other online services does not continueto increase or increases more slowly
than expected; the infrastructure for the Internet and other online services does not effectively support future expansion of electronic commerce
Or our services, concerns over security and privacy inhibit the growth of the Internet; or the Internet and other online services do not become a
viable commercial marketplace.

Our operating results could be impaired if we or the Internet become subject to additional government regulation and legal uncertainties.

With the exception of US Postal Service and Department of Commerce regulations, we arenot currently subject to direct regulation by any
domestic or foreign governmental agency, other than regulations applicable to businesses generally, and lawsor regulations directly applicable
to electronic commerce. However, due to the increasing popularity and use of thelnternet, it is possible that a number of laws and regulations
may be adopted with respect to the Internet, relating to user privacy; pricing; content; copyrights; distribution; characteristics and quality of
products and services; and export controls.

The adoption of any additional lawsor regulations may hinder the expansion of the Internet. A declinein thegrowth of the Internet could
decrease demand for our products and services and increase our cost of doing business. Moreover, theapplicability of existinglaws to the
Internet is uncertain with regard to many issues, including property ownership, export of specialized technology, sales tax, libel and personal
privacy. Our business, financial condition and results of operations could be seriously harmed by any new legidation or regulation. The
application of lawsand regulations fromjurisdictions whose lawsdo not currently apply to our business, or the application of existing lawsand
regulations to the Internet and other online services could also harm our business.

We have employees and offer our services in multiple states, and we may in thefuture expand internationally. These jurisdictions may claim
that we are required to qualify to do business asaforeign corporation in each state or foreign country. Our failureto qualify as aforeign
corporation in ajurisdiction wherewe are required to do so could subject usto taxes and penalties. Other statesand foreign countries may also
attempt to regulate our servicesor prosecute usfor violationsof their laws. Further, we might unintentionally violate the lawsof foreign
jurisdictions and those laws may be modified and new laws may be enacted in the future.

If we market our servicesinternationally, government regulation could disrupt our operations.

We may in the future begin to provide servicesin international markets. Our ability to provide our Internet postage servicesin international

markets would likely be subject to rigorous governmental approval and certification requirements similar to those imposed by the US Postal
Service. For example, our Internet postage services cannot currently be used for international mail because foreign postal authorities do not
currently
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recognize information-based indicia postage. If foreign postal authorities accept postage generated by our service in the future, and if we obtain
the necessary foreign certification or approvals, we would be subject to ongoing regulation by foreign governmentsand agencies. To date,
effortsto create a certification processin Europe and other foreign markets arein a preliminary stage and these markets may not proveto be a

viable opportunity for us. Asaresult, we cannot predict when, or if, international markets will become a viable source of revenues for a postage
service similar to ours.

Our ability to provide service ininternational markets may also be impacted by the export control laws of the United States. Our software
technology makesus subject to stronger export controls, and may prevent us from being able to export our products and services. Regulations
and standards of the Universal Postal Union and other international bodiesmay also limit our ability to provide international mail services.

If we enter the international market, our business activitieswill be subject to avariety of potential risks, including the adoption of lawsand
regulatory requirements, political and economic conditions, difficulties protecting our intellectual property rights and actions by third parties
that would restrict or eliminate our ability to do business in these jurisdictions. If we begin to transact businessin foreign currencies, wewill
become subject to therisks attendant to transacting in foreign currencies, including the potential adverse effects of exchangerate fluctuations.

Risks Related to Our Stock
Our charter documents could deter atakeover effort, which could inhibit your ability to receive an acquisition premium for your shares.

The provisions of our certificate of incorporation, bylawsand Delaware law could make it difficult for athird party to acquire us, even it would
be beneficial to our stockholders. In addition, we are subject to the provisions of Section 203 of the Delaware Genera Corporation Law, which
could prohibit or delay a merger or other takeover of our company, and discourage attempts to acquire us.

The US Postal Service may object to control of our common stock being held by a foreign person

The US Postal Service may raise national security or similar concerns to prevent foreign persons from acquiring significant ownership of our
common stock or ownership of Stamps.com. These concerns may prohibit or delay a merger or other takeover of our company. Our competitors
may also seek to have the US Postal Service block the acquisition by aforeign person of our common stock or our company in order to prevent
the combined company from becoming a more effective competitor in the market for Internet postage.

Shares of our common stock held by existing stockholders may be sold into the public market, which could cause the price of our common
stock to decline.

If our stockholders sell into the public market substantial amounts of our common stock purchased in private financings prior to our initial
public offering, or purchased upon the exercise of stock options or warrants, or if thereis a perception that these sales could occur, the market

price of our common stock could decline. All of these shares are available for immediate sale, subject to thevolume and other restrictions under
Rule 144 of the Securities Act of 1933.

Our stock price may be highly volatile and could drop, particularly because our business depends on the Internet.

The trading price of our common stock has fluctuated widely in the past, and is expected to continueto do so in the future, as aresult of a
number of factors, many of which are outside our control. In addition, the stock market has experienced extreme price and volume fluctuations
that have affected the market prices of many
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technology and Internet-related companies and that have often been unrelated or disproportionate to the operating performance of these
companies. These broad market fluctuations and the perception of thevaluation of the Internet company sector could adversely affect the
market price of our common stock.

ITEM 2. PROPERTIES

Our corporate headquarters are located in a 26,000 sguare foot facility in Santa Monica, California under alease expiringon May 31, 2004. We
also have several properties under lease that are no longer occupied by Stamps.com, and which are either being sublet or marketed for sublet.
We have an unoccupied 14,000 square foot office facility in Irvine, California under alease expiring in March 2004; this property isbeing
actively marketed for sublet. We also have an additional 14,500 square feet of spacein Bellevue, Washington under alease that expires in April
2002; this property hasbeen sublet. We aso have approximately 64,000 square feet of facilities in Santa Monica, California under leases, the
majority of whichexpire in May 2004, and the majority of which have been sublet. We have incorporated the costs related to excessfacilities
that are not occupied by Stamps.com intoour restructuring charge.

ITEM 3. LEGAL PROCEEDINGS

On June 16, 1999, Pitney Bowes sued usfor alleged patent infringement in the United States District Court for the District of Delaware. The
suit originally alleged that we are infringing two patents held by Pitney Bowesrelated to postage application systems and electronicindicia. The
suit seeks treble damages, a preliminary and permanent injunction from further alleged infringement, attorneys fees and other unspecified
damages. We answered the complaint on August 6, 1999, denying the allegations of patent infringement and asserting a number of affirmative
defenses. Pitney Bowes filed a similar complaint in early June 1999 against E-Stamp Corporation, alleging infringement of seven Pitney Bowes
patents. On April 13, 2000, Pitney Bowes asked the court for permission to amend its complaint to drop allegations of patent infringement with
respect to one patent and to add allegations of patent infringement with respect to three other patents. On July 28, 2000 the court entered Pitney
Bowes amended complaint. On June 18, 2001, E-Stamp and Pitney Bowes agreed to settletheir litigation.

On September 18, 2000 Pitney Bowes filed another patent infringement lawsuit against usin the United States District Court for the Eastern
District of Texas, alleging that we areinfringing four patents owned by Pitney Bowes related to multi-carrier shipping. The suit seeks
unspecified damages and a permanent injunction from further alleged infringement. We answered the complaint on December 1, 2000, denying
the alegations of patent infringement and asserting a number of affirmative defenses. The United Parcel Service acquired our iShip
multi-carrier shipping service assets on May 18, 2001. On September 4, 2001, the court granted our motionto transfer the lawsuit to the United
States District Court for the District of Delaware.

On June 14, 2001, we filed a patent infringement lawsuit against Pitney Bowesin the United States District Court for the Central District of
Cdlifornia, aleging that Pitney Bowesinfringes four patents we own. On January 7, 2002, the court granted Pitney Bowes motion to transfer
the lawsuit to the United States District Court for the District of Delaware. Each of our patent lawsuitsagainst Pitney Bowesisin the discovery
phase and is scheduled for trial in January, 2003.

The outcome of our litigation against Pithey Bowes is uncertain. Therefore, we can give no assurance that Pitney Boweswill not prevail inits
suits against us. See Risk Factors-Success by Pitney Bowes in its suitsagainst us alleging patent infringement could prevent usfrom offering
our Internet postage services and severely harm our business or causeit to fail.

On December 13, 2000, Cybershop (aBritish Columbia, Canada partnership) and its general partnersfiled suit against usin theU.S. District
Court for the Southern District of Texas, alleging that in 1998 athird party fraudulently transferred ownership of the Internet domain name
"stamps.com” away from Cybershop and
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subsequently transferred it to us. The third party is also anamed defendant in thesuit. The complaint seeks legal resolution and recognition of
Cybershop's ownership of the"stamps.com” domain nameand seeks unspecified monetary damages against the third party. On January 9, 2001,
we filed a motion to dismiss the suit. On February 16, 2001, Cybershop filed an amended complaint, alleging new causes of action, including
conversion, invasion of privacy, trespass, and private nuisance, and seeking declaratory judgment for return of thedomain nameregistration to
Cybershop. Cybershop later filed third and fourth amended complaints. On February 13, 2002, the court granted our summary judgment motion
and dismissed al of Cybershop's pending claims against us withprejudice. Cybershop has filed a motion asking the court to reconsider its
decision.

The final outcomeof that litigation is uncertain, and we can give no assurance that Cybershop and its general partnerswill not prevail. See Risk
Factors--Success by Cybershop in its suit against us seeking damages and recognition of its ownership of the domain name stamps.com could
prevent us from using the domain name stamps.com and could require a change of name of the Company, severely harming our business or
causing it to fail.

On or about April 6, 2000, Metro Fulfillment, Inc. filed alawsuit against Weigh-Tronix, Inc. for breach of contract, fraud, negligent
misrepresentation, intentional inference with contract, negligent interference, breach of implied warranty and breach of expresswarranty. Metro
Fulfillment, Inc. alleges that pursuant to its agreement with Weigh-Tronix, Inc., Metro Fulfillment, Inc. was not required to pay for postal scales
that were purchased from Weigh-Tronix, Inc. until Metro Fulfillment, Inc. had actually sold those scales to end users. These scales were
supposed to be sold through our Web site. Metro Fulfillment, Inc. further alleged that Weigh-Tronix, Inc. breached the agreement by seeking
payment before the scales were actually sold to customers in breach of the agreement. Weigh-Tronix, Inc. inturnfiled athird party complaint
against usand Metro Fulfillment, Inc. for breach of contract and several common counts. The third party complaint seeks approximately
$700,000 in compensatory damages, plus interest and attorney's fees. We havefiled an answer to thethird party complaint denying the
allegations of the lawsuit. The parties reached a tentative settlement agreement, pursuant to which we would pay Weigh-Tronix, Inc. $200,000
and Metrofulfillment, Inc. would pay Weigh-Tronix, Inc. $25,000, in return for Weigh-Tronix, Inc. and Metrofulfillment, Inc. dismissing all of
their claimsin this lawsuit. In addition, we would receive all of the postage scalesthat Metrofulfillment, Inc. still hasinitsinventory, the
amount of which are unknown at this time. This settlement agreement is conditioned upon the parties successfully reducing the settlement to a
signed writing. On February 28, 2001, Metro Fulfillment, Inc. filed alawsuit against us stemming from services allegedly performed by Metro
Fulfillment, Inc. under a Fulfillment Services Agreement. The complaint alleges claims for breach of contract, common counts and negligent
misrepresentation. The complaint seeks damages of approximately $1.3 million. We have filed an answer to the complaint denying the
allegations in thelawsuit. Metro Fulfillment, Inc. filed for Bankruptcy protection on December 18, 2001. Attemptsto mediate thiscase have
been unsuccessful as of this date. It isnot possible at this timeto predict thefinal outcome of this matter.

In May and June, 2001, we were named, together with certain of our current or former board members and/or officers, asa defendant in eleven
purported class-action lawsuits, filed in the United States District Court for the Southern District of New Y ork. The lawsuits allege violations of
the SecuritiesAct of 1933 and the Securities Exchange Act of 1934 in connection with our initial public offering and secondary offering of our
common stock. The lawsuits also nameas defendants the principal underwriters in connection with our initial and secondary public offerings,
including Goldman, Sachs& Co. (in some of the lawsuitssued as The Goldman Sachs Group Inc.) and BancBoston Robertson Stephens, Inc.
The lawsuits alege that the underwriters engaged in alegedly improper commission practices and stock price manipulationsin connection with
the sale of our common stock. The lawsuits also allege that we and/or certain of our officers or directors knew of or recklesdy disregarded these
practices by the underwriter defendants, and failed to disclose them in our public filings. Plaintiffs seek damages and statutory compensation,
including prejudgment and post-judgment interest, costs and expenses (including attorneys fees), and rescissionary damages. In addition to the
class action lawsuitsagainst us, over 1,000 similar lawsuits have also been brought against over 250 companies whichissued stock to the public
in 1998, 1999, and 2000, and their underwriters. These lawsuits (including those naming the Company)
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followed publicized reports that the SEC was investigating the practice of certain underwriters in connection with initial public offerings. All of
these lawsuits have been consolidated for pretrial purposes before Judge Scheindlin of the Southern District of New Y ork. We have placed our
underwriters on notice of the Company's rights to indemnification, pursuant to our agreementswith the underwriters. We have also provided
notice to our directors and officers insurers, and believe that we have insurance applicable to thelawsuits. We also believe that the claims
against usand our officersand directors are without merit, and intend to defend the lawsuits vigorously.

We are not currently involved in any other material legal proceedings, nor have we been involved in any such proceeding that has had or may
have a significant effect on our company. We are not aware of any other material legal proceedings pending against us.

ITEM 4. SUBMISSION OF MATTERS TO AVOTE OF SECURITY HOLDERS
No matterswere submitted to a vote of security holders during the quarter ended December 31, 2001.
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PART II.
ITEM 5. MARKET FOR THE REGISTRANT'SCOMMON STOCK AND RELATED STOCKHOLDER MATTERS
Market Information
Our common stock hastraded on The Nasdag National Market under the symbol "STMP" since June 25, 1999. Prior to that time, there wasno

public market for our common stock. The followingtable sets forth the range of high and low closing sales prices reported on The Nasdag
National Market for our common stock for the periods indicated.

H gh Low
Fi scal 1999
Second Quarter (June 25, 1999 through June 30, 1999)....... $17. 50
$13. 25
Third QUart er. ... .. e $48. 00
$22. 25
Fourth Quarter. . ...... ... e e $88. 25
$30. 69
Fi scal 2000
First QUart er. ... ... e $47. 50
$19. 31
Second QUart Br. .. ...\ $16.75 $
7.31
Third QUart er. ... $7.94 %
3.56
Fourth Quarter. . ........ .. e $3.94 %
2.25
Fi scal 2001
First QuUarter. . ... ... ... $3.919%
2.28
Second QUart Br . ...ttt $3.75%
2.70
Third Quarter. .......... . $ 3.49 %
2.15
Fourth QUart er. ... ... e $3.87%
2.23
Fi scal 2002
First Quarter (through March 21, 2002)..................... $4.40 %
3.57

Recent SharePrices

The following table setsforth the closing sales prices per share of our common stock on The Nasdag National Market on (i) December 31, 2001
and (i) March 21, 2002.

C osing
Price
Decenmber 31, 2001....... $3.58
March 21, 2002.......... $4.01
o
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Holders

Asof March 21, 2002, there were approximately 1,410 stockholders of record and approximately 50,902,181 shares of our common stock
issued and outstanding.

Dividend Policy

We have never declared nor paid cash dividends on our capital stock. We currently intend to retain all available funds for use in the operation
and expansion of our business and do not anticipate paying any cash dividends in the foreseeable future.

Recent Sales of Unregistered Securities
Wedid not have any unregistered salesof common stock during the quarter ended December 31, 2001.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected statement of operations data for the three years in the period ended December 31, 2001 and the balance sheet data as of
December 31, 2001 and 2000 are derived from our consolidated financial statements and notes thereto, included elsewhere herein, and are
audited by Arthur Andersen LLP, independent public accountants, as set forth in their report included later in thisreport. The selected statement
of operations data for the period ended December 31, 1998 and the balance sheet data as of December 31, 1998 and 1999 were derived from
our audited financia statements, which are not included in this report. The following data should be read in conjunction with "Management's
Discussion and Analysis of Financial Condition and Results of Operations' and our consolidated financial statements, including the notes
thereto, included elsewhere in this report.

Period from

January 9
1998
Year ended Decenber 31, (inception) to
------------------------------ Decenber 31
2001 2000 1999 1998

(in thousands, except per share data)
Statenent of Operations Data

REV BNUEBS. .« ettt e $ 19,427 $ 15,234 % 358 $
Cost Of sal es. ... ... . 7,954 23,691 2,430 --
Research and development. ........ ... . . . . ... 12,578 33,051 7,363 1,532
Sales and marketing. . .. ... ... 9, 684 72,966 35, 208 632
General and administrative........... . ... .. 33,036 102, 191 14, 333 2,016
Impairment of goodwi I l...... ... ... ... . . . . 163, 634 -- -- --
Provision for loss on loan with former officer............... -- 3, 346 --
Restructuring charges(2)........ ., 25,974 11, 475 --
Loss fromsale of iShip(l)....... ... 9, 397 -- -- --
Loss fromoperati ons(l). . ... .. (242,830) (231,486) (58,976) (4, 180)
Interest income (expense), Net.............iuiiiiiiinnnannn. 10, 062 18, 436 2,489 (16)
Gain from shut down of EncrypTix(3)............ .. 23,195 -- -- --
Nt | 0SS, ottt $(209,573) $(212,949) $(56, 487) $(4, 196)
Basic and diluted net loss per share......................... $ (4.14) $ (4.54) $ (2.59) $ (.85
Wi ght ed average shares outstanding used in basic and dil uted

per-share calculation....... .. ... .. . . . . . 50, 645 46, 888 21, 824 4,956

As of Decenber 31,

(i n thousands)
Bal ance Sheet Dat a:

Cash and i NVEeStMENtS. . ... ... e $192, 924 $247,939 $374,746 $ 3,470
Working capital ... ... 185, 786 234, 645 390, 357 1, 385
Total @SSt S. . o 222,586 486,938 410,442 4,425
Line of credit, capital |ease obligations and other |ong-term

liabi lities. .. 98 9,114 1,951 1,473
Total stockholders' equity (deficit)............... ... ... ... 217,259 422,681 401,598 (3,951)

(1) Seethe acquisition, investment in and sale of subsidiary footnote beginning on page F-9.
(2) See restructuring footnote beginning on page F-15.

(3) See change in ownership and shutdown of subsidiary footnote beginning on page F-10.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS.

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the" Selected
Financial Data" and our financia statements and the related notes thereto. This discussion containsforward-looking statementsthat involve
risks and uncertainties that could cause actual results to differ materially from historical results or anticipated resultsincluding those set forth in
"Risk Factors" beginning on page 9 of this report.

Overview

Stamps.com(TM) provides easy, convenient and cost-effective Internet-based servicesfor mailing letters, or shipping packages or parcels
anywhere in the United States and at anytime. Our core mailing and shipping service is designed to allow individual consumers, home offices or
small businessesto print US postage or shipping labelsusing any ordinary PC, any ordinary inkjet or laser printer, and an internet connection.
Our enterprise shipping service, whichwe divested in May of 2001, allowed customersto print shipping labels, schedule a pick-up, track a
package and apply enterprise-wide business rules to manage and account for mailing and shipping costs.

During 2001, we have continued to implement the business strategy that we began in October 2000 to decrease our operating losses and
enhance our ability to achieve profitability. This strategy involved aninitial restructuring in October 2000 to focus on our core business of
Internet postage and shipping that reduced our total number of employees by approximately 40% to approximately 315 employees, which
included full time, part time and contract employees. We also implemented other cost-cutting programs, includinga significant reduction and
redeployment of our sales and marketing expensesto those programs that demonstrated the best return on investment. In October 2000, wealso
combined our Enterprise and E-Commerce Business Units to reduce duplication of costs and effort. Additionally, we exited some of our
longer-term fixed-price marketing deals in favor of variable cost marketing deals, and we restructured our customer support operations. We
took a one-time charge in the fourth quarter of 2000 of $11.5 million that consisted primarily of employee severance, reserves established for
exiting contractual arrangements and fixed asset write-offs.

In February 2001, we continued with our strategy to decrease our operating losses and enhance our ability to achieve profitability. We reduced
the total number of employees by approximately 50% to 150 employees, including full time, part time and contract employees and we
continued cost cutting efforts, including the termination of fixed-cost marketing deals and the redeployment of sales and marketing expenditures
to programs that had a higher return oninvestment. We took a one-time charge of $11.0 millionin thefirst quarter of 2001 consisting of $7.7
million related to restructuring, employee severance and fixed asset write-offs, $2.3 million related to exiting contractual arrangements and $1.0
million related to the write-off of an investment in EncrypTix, a venture which had intended to develop our technology for on-lineticketing.

In May 2001, we sold theiShip multi-carrier shipping service assetsto United Parcel Servicefor $2.8 million. In addition, in May 2001, we
terminated our marketing relationship with a direct selling organization called Cydcor Limited as aresult of low return oninvestment fromthat
marketing channel.

In August 2001, we continued to execute our business strategy to decrease our operating losses and enhance our ability to achieve profitability
by reducing our headcount by approximately 25% to under 70 employees, contractors and temporary employees. Due to this reduction, we took
an additiona charge in the quarter ended September 30, 2001, of approximately $200,000 consisting of employee severance.

On November 16, 1999, we announced theformation of a subsidiary, EncrypTix, Inc., to develop secure printing opportunities in the events,
travel and financial services industries. In February 2000, we invested $1.0 million and granted EncrypTix alicense to our technology.
EncrypTix raised approximately $35.0 million in private financing. On March 12, 2001, EncrypTix ceased operations and effected a genera
assignment of its
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assets for the benefit of its creditors. EncrypTix took thisaction because it was not able to secure additional funding. We do not expect to be
impacted by any of EncrypTix'sresulting liabilities. Additionally, we terminated our license agreement with EncrypTix and have received
limited licenses to some of EncrypTix's intellectual property. Due to this cessation in business, we wrote off the invested $1.0 million and took
aone-time gainto eliminate the cumulative loss from EncrypTix in theamount of $23.2 millionin the first quarter of 2001.

On March 7, 2000, we completed the acquisition of iShip.com, Inc. (iShip), a development stageenterprise that devel oped I nternet-based
shipping technology. The acquisition was accounted for as a purchasein accordance with the provisions of Accounting Principles Board
Opinion (APB) No. 16. Under the purchase method of accounting, the purchase price wasallocated to the assets acquired and liabilities
assumed based on their estimated fair values at the date of acquisition.

On March 2, 2001, United Parcel Service and Mail Boxes Etc. USA, Inc. (MBE) jointly announced that United Parcel Service would acquire
MBE. MBE represented asignificant future source of revenue and market leverage for the enterprise shipping service that we acquired in the
iShip acquisition. United Parcel Service also informed usat that time that it would be unlikely to continue to use our enterprise shipping
services at MBE in thefuture. Asaresult of the March 2001 events, we reduced goodwill and other intangibles associated with the purchase of
iShipto reflect thepresent value of future cash flows, net of estimated transaction costs. This resulted in a non-cash charge of $163.6 millionin
the first quarter of 2001.

On May 18, 2001, wecompleted the sale of our iShip multi-carrier shipping service assets to United Parcel Service for $2.8 million. The
difference between the sale price of iShip and the value we attributed to the i Ship assets resulted in non-cash charge of $9.1 millioninthe
second quarter of 2001. Additional legal costs associated with the sale of iShip of approximately $300,000 werecharged in thethird quarter of
2001 resulting in atotal charge of $9.4 million.

In October 2001, we received preliminary approval from the United States Postal Service to begin beta testing a technology that allows
customers to print sheets of generic postage on ordinary inkjet or laser printers that are not tied to a destination address and have no expiration
date. Welaunched abeta test for this technology in January 2002. If commercially approved, this product could have a positive effect on future
customer acquisition and customer retention, as the technology removes two major inconveniences of our current service, the fact that the
postage must be tied to the destination address, and the fact that the postage expiresin 24 hours time. We believe that the generic postage
technology isimportant to our ability to grow our future revenue.

Internet Postage Services. We offer an Internet postage service targeted at consumers, home offices and small businesses. Service feerevenues
for our Internet postage service are generated from a monthly convenience fee that we charge our customers, under two different pricing plans.
Under the Simple Plan, a user purchases postage at face value for a monthly convenience fee of 10% of the value of postage printed. Prior to
November 2000, there was a monthly minimumfee of $1.99 and a monthly maximum fee of $19.99 under the Simple Plan. Beginning in
November 2000, the monthly minimumfee wasincreased to $4.49 for new customers and the monthly maximum fee was discontinued.
Beginning in June of 2001, al $1.99 customers who existed at thetime of the priceincrease were converted to the $4.49 minimum price plan.
The Power Plan was introduced at the beginning of our second quarter of 2000 in responseto customer requests for a fixed monthly pricing
plan with unlimited usage. Under the Power Plan, a customer may purchase and use unlimited postage at face value, for aflat monthly fee that
ranges from $15.99 to $18.99. During 2001, approximately 50% of our service fee revenue wasgenerated from Power Plan customers.
Revenues are also generated from controlled access advertising to our existing customer base, and revenue share and bounty arrangements. We
ended 2001 with approximately 280 thousand active customers, down from 315 thousand customers at theend of 2000. This declinein
customers wasan expected result of theincreased Simple Plan monthly minimumfee in June of 2001.
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Resultsof Operations
Years Ended December 31, 2001 and 2000

Revenue. Revenue was derived primarily from three sources: (1) service feescharged to customers for the ability to print postage directly from
their printer, (2) professional contract revenue, received from Mail Boxes Etc. USA, Inc., for shipping tools used by Mail Boxes Etc. USA, Inc.
franchise locations and (3) on-linestore revenue, comprised of fees paid for customer referrals, revenue share on sales to referred customers
and dotting fees.

Total revenue increased from $15.2 million to $19.4 million for the years ended December 31, 2000 and 2001, respectively. The increasein

revenue is primarily due to servicefee price increases which began in November of 2000. The professional contract revenue in 2000 and 2001
relates to theMail Boxes Etc. USA, Inc. agreement that was initiated in 2000 and terminated in January 2001. Other revenueconsists primarily
of bounties and commissions on sales of products to our customers by third parties. The bounty and commission agreements were also initiated

in 2000 and continued through 2001.

Cost of Revenues. Cost of revenuesprincipally consists of customer service, promotional expenses, and systemoperating costs. Cost of
revenues decreased from $23.7 million for theyear ended December 31, 2000, to $8.0 million for theyear ended December 31, 2001. The
decrease is primarily due to automation and reduced labor costsin our customer support operations. We aso reduced promotional expenses by
decreasing the amount of free postage given to each customer. In addition, we implemented an expiration feature for free postage so that any
unused portion of afree postage offer expires after thefirst 30 days, resulting in less postage used by each individual customer.

Sales and Marketing. Salesand marketing expenses principally consist of costs associated withstrategic relationships, advertising and
promotional expenditures, and compensation and related expenses for personnel engaged in marketing and business devel opment activities.
Sales and marketing expenses decreased from $73.0 million for the year ended December 31, 2000, to $9.7 million for the year ended
December 31, 2001. The decrease in sales and marketing expenses resulted from a reduction in sales and marketing personnel, thetermination
of fixed-cost marketing deals aswell as a morefocused spend of discretionary marketing dollarson programs that provide a higher return on
investment.

Research and Devel opment. Research and devel opment expenses principally consist of compensation for personnel involved in the
development of thelnternet Postage and enterprise shipping service and expenditures for consulting services and third-party software. Research
and development expenses for the year ended December 31, 2000 decreased from $33.1 million to $12.6 million for theyear ended December
31, 2001. The decrease in research and development expensesis primarily due to increased cost control efforts and the reduction in headcount.

General and Administrative. General and administrative expenses principally consist of compensation and related costs for executive and
administrative personnel, feesfor legal and other professional services, depreciation of equipment and software used for general corporate
purposes and amortization of goodwill and deferred compensation. General and administrative expenses for the years ended December 31,
2001 and 2000 were $196.7 million and $102.2 million, respectively. The increase is due to a non-cash charge of $163.6 million in thefirst
quarter of 2001 to reduce goodwill and other intangibles associated with the purchase of iShip to reflect the present value of future cash flows,
net of estimated transaction costs.

Restructuring Charge. In October 2000, we began our restructuring to more effectively focus on core business opportunities in the postage and
shipping industries. As a part of that restructuring, weeliminated approximately 88% of the workforce through 3 rounds of layoffs, terminated
our fixed-cost marketing agreementsand disposed of excess assets. The resulting restructuring charge for theyears ended December 31, 2001
and 2000 were $26.0 million and $11.5 million respectively. These charges consist primarily of employee
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severance, reserves established for exiting contractual arrangements and leases, and property and equipment write-offs.

Interest Income (Expense), Net. Interest income (expense), net consists of incomefrom cash equivalents and investments, net of interest
expense related to financing obligations. Net interestincome for the years ended December 31, 2001 and 2000 were $10.1 million and $18.4
million, respectively. This decrease is due to declining interest rates in 2001 and a reduction in the cash invested.

Years Ended December 31, 2000 and 1999

Revenue. Revenueis derived primarily fromtwo sources: (1) service feescharged to customersfor the ability to print postage directly from
their printer, and (2) professional contract revenue, received from Mail Boxes Etc. USA, Inc., for shipping tools used by Mail Boxes Etc. USA,
Inc. franchise locations. Total revenue increased from $358,400 to $15.2 million for the yearsended December 31, 1999 and 2000,
respectively. The increase in service revenue is primarily due to a growth in the customer base from approximately 187,000 to 307,000, at
December 31, 1999 and 2000, respectively, and recognizing afull year's worth of revenue in 2000, as opposed to two monthsin 1999 (the
postage service product was launched on October 22, 1999). The professional contract revenue in 2000 relatesto the Mail Boxes Etc. USA,
Inc. agreement that was initiated in 2000. Other revenue consists primarily of bounties and commissions on sales of products to our customers
by third parties. The bounty and commission agreementswere asoinitiated in 2000.

Cost of Sales. Cost of sdles principally consistsof customer service, free postage and system operating costs. Cost of saleswas $23.7 million
for the year ended December 31, 2000, compared to $2.4 million for the year ended December 31, 1999. The increase is primarily attributable
to conducting operations for twelve monthsin 2000 as opposed to two monthsin 1999. During 2000 we significantly increased customer
service capacity and initiated promotional programs that included a free postage offering, both of which are recognized as cost of sales.

Sales and Marketing. Salesand marketing expenses principally consist of costs associated withstrategic relationships, advertising and
promotional expenditures, and compensation and related expenses for personnel engaged in marketing and business devel opment activities.
Sales and marketing expenses were approximately $73.0 million compared to $35.2 million for theyears ended December 31, 2000 and 1999,
respectively. Theincrease in sales and marketing expensesis principaly due to the marketing campaign and advertising subsequent to the
launch of theInternet Postage solution in October 1999.

Research and Devel opment. Research and devel opment expenses principally consist of compensation for personnel involved in the
development of thelnternet Postage and enterprise shipping service and expenditures for consulting services and third-party software. Research
and development expenses for the year ended December 31, 2000 were $33.1 million compared to $7.4 million for theyear ended December
31, 1999. Theincrease is due to higher personnel and consulting costs and other expenses associated with the ongoing development of the
Internet Postage and enterprise shipping services.

General and Administrative. General and administrative expenses principally consist of compensation and related costs for executive and
administrative personnel, facility costs, fees for legal and other professional services, and amortization of deferred compensation. General and
administrative expenses for theyears ended December 31, 2000 and 1999 were $102.2 million and $14.3 million, respectively. Theincreaseis
principally dueto theincreased number of employees, the expansion of facilitiesrelated to the growth of the business, legal fees and, most
significantly, the amortization of goodwill related to the i Ship.com, Inc. acquisition and the amortization of deferred compensation.

Interest Income (Expense), Net. Interest income (expense), net consists of incomefrom cash equivalents and short term investments, net of
interest expenserelated to financing obligations. Net interest income for the
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yearsended December 31, 2000 and 1999 were $18.4 million and $2.5 million, respectively. Thisincrease is due to earnings on a higher
average cash equivalent balance as aresult of ourinitial public offering in June 1999 and our follow-on public offering in December 1999.

Liquidity and Capital Resour ces

Asof December 31, 2001 and 2000, we had approximately $192.9 million and $247.9 million cash, restricted cash and short-term and
long-term investments, respectively. InJune 1999, we completed our initial public offering in which the underwriters sold to the public
5,750,000 shares of common stock at $11.00 per share. The net proceeds fromthe offering were $10.23 per share, or $58.8 million in the
aggregate. In December 1999, we completed a follow-on public offering in which the underwriters sold to the public 5,750,000 shares of
common stock at $65.00 per share. Our net proceeds fromthe offering were $61.83 per share, or $355.5 million in the aggregate. We regularly
invest excess fundsin short-term money market funds and commercial paper and do not engage in hedging or speculative activities.

In thefirst quarter of 2000, our majority-owned subsidiary, EncrypTix, raised approximately $34.8 million in private financing from a group of
financial and strategic investors. The proceeds of this financing wereused by EncrypTix for research and development, sales and marketing and
general working capital purposes. On March 12, 2001, EncrypTix ceased operations and effected a general assignment of its assets for the
benefit of its creditors. EncrypTix took this action due to its inability to secureadditional funding. We do not expect to be impacted by any of
EncrypTix's resulting liabilities. Additionally, we terminated our license agreement with EncrypTix and maintain limited licenses to various
EncrypTix intellectual property.

In May 1999, we entered into a facility lease agreement for the corporate headquarters with aggregate | ease payments of approximately $4.8
million through May 2004. In March 2000 we entered into a facility lease agreement for a Bellevue, Washington facility with aggregate lease
payments of approximately $17.0 million. In January 2002, we exited the Bellevue, Washington facility lease with exit payments of
approximately $555,000 in December 2001 and $647,000 in January 2002. We are continuingto actively market all remaining excess space
that resulted from our restructuring in 2000 and 2001.

Net cash used in operating activities was $38.8 million and $123.3 million for theyears ended December 31, 2001 and 2000, respectively. The
decrease in net cash used in operating activities resulted primarily from cost-cutting activities, including the reduction in employees and
significant reduction and redeployment of our sales and marketing expenses to those programs that have demonstrated higher returns on
investment.

Net cash provided by investing activities was$78.7 million for theyears ended December 31, 2001 as compared to net cash used by investing
activities of $163.3 million for theyears ended December 31, 2000. The increase in net cash provided by investing activities resulted primarily
from the sale of short-term investmentsand decreased capital expendituresin 2001.

Net cash used in financing activities was $7.8 million for the years ended December 31, 2001 as compared to net cash provided by financing
activities of $29.3 million for theyears ended December 31, 2000. The increase in net cash used in financing activities resulted primarily from
the issuance of redeemable preferred stock of a subsidiary during the first quarter of 2000.

We anticipate that our current cash balances will be sufficient to fund our operations through 2002. However, we may require substantial
working capital to fund our business and may need to raise additional capital. We cannot be certain that additional funds will be available on
satisfactory terms when needed, if at al.
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Recent Accounting Pronouncements

In June2001, the FASB issued SFAS No. 141, "Business Combinations" and SFAS No. 142, "Goodwill and Other Intangible Assets'. SFAS
No. 141 requires business combinations initiated after June 30, 2001 to be accounted for using the purchase method of accounting, and
broadens the criteria for recording intangible assets separate from goodwill. SFAS No. 142 requires the use of a non-amortization approach to
account for purchased goodwill and certain intangibles. Under a non-amortization approach, goodwill and certain intangibles will not be
amortized into results of operations, but instead would be reviewed for impairment and written down and charged to results of operations only
in the periods in which the recorded value of goodwill and certain intangiblesis more thanits fair value. We expect that the adoption of SFAS
No. 141 and SFAS No. 142 will not have amaterial impact on our financial position or the results of our operations.

The FASB also recently issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets', applicable to financial
statementsissued for fiscal years beginning after December 15, 2001. The FASB's new rules on asset impairment supersede SFAS No. 121,
"Accounting for the Impairment of Long-Lived Assetsand for Long-Lived Assetsto Be Disposed Of", and portions of Accounting Principles
Bulletin Opinion 30, "Reporting the Resultsof Operations'. This Standard provides a single accounting model for long-lived assets to be
disposed of and significantly changesthe criteria that would have to be met to classify an asset as held-for-sale. Classification asheld-for-sale is
an important distinction since such assets arenot depreciated and are stated at the lower of fair value and carrying amount. This Standard also
requires expected future operating losses from discontinued operations to be displayed in the period(s) in which thelosses are incurred, rather
than asof the measurement date as presently required. The provisions of this Standard are not expected to have a material impact on our
financial position or our operating results.

Critical Accounting Policies

In response to the SEC's Release No. 33-8040, "Cautionary Advice Regarding Disclosure About Critical Accounting Policy," weidentified the
most critical accounting policies upon which our financial status depends. We determined thecritical principles by considering accounting
policies that involve the most complex or objective decisions or assessments. Weidentified our most critical accounting policies to be related to
risk management, use of estimates and revenue recognition. We state these accounting policiesin the notes to the consolidated financials
statements and at relevant sections in this management'sdiscussion and analysis.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

Our exposure to market raterisk for changesin interest ratesrelates primarily to our investment portfolio. We have not used derivative financial
instruments in our investment portfolio. Our cash equivalents and investments are comprised of Money Market, U.S. government obligations
and public corporate debt securities with weighted average maturities of lessthan 90 days at December 31, 2001. Our cash equivalents and
investments, net of restricted cash, approximated $186.2 million and had arelated weighted average interest rate of 3.2%. Interest rate
fluctuationsimpact the carrying value of the portfolio. We do not believe that the future market risks related to the above securities will have
material adverse impact on our financial position, results of operations or liquidity.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

Our financial statements, schedules and supplementary data, as listed under Item 14, appear in a separate section of this Report beginning on
page F-1.

ITEM 9. CHANGES IN AND DISAGREEMENTSWITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.

None.
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PART II1.
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERSOF THE REGISTRANT

(8 Identification of Directors. Weincorporate by reference the information under the caption "Proposal One: Election of Directors," appearing
inthe our proxy statement for our 2002 annual meeting of stockholders.

(b) Identification of Key Executive Officers. Weincorporate by reference the information under the caption "Management,” appearing in our
proxy statement for our 2002 annual meeting of stockholders.

(c) Compliance with Section 16(a) of the Exchange Act. We incorporate by reference theinformation under the caption " Section 16(a)
Beneficial Ownership Reporting Compliance," appearing in our proxy statement for our 2002 annual meeting of stockholders.

ITEM 11. EXECUTIVE COMPENSATION

Weincorporate by reference theinformation under the caption "Executive Compensation and Related Information,” appearing in our proxy
statement for our 2002 annua meeting of stockholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Weincorporate by reference theinformation under the caption "Beneficial Ownership of Securities," appearing in our proxy statement for our
2002 annual mesting of stockholders.

ITEM 13. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS

Weincorporate by reference theinformation under the heading "Certain Relationships and Related Transactions,” appearing in our proxy
statement for our 2002 annual meeting of stockholders.
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PART IV.
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTSON FORM 8-K
(a) Documentsfiled as part of thisreport.

1. Financial Statements. The following financial statements of Stamps.com are included in a separate section of thisAnnual Report on Form
10-K commencing on the pages referenced below:

Stamps.com Consolidated Financial Statements

Page
Report of Independent Public ACCOUNT ANt S. . ... . .. e e e F-1
Consol i dat ed Bal ance Sheets at Decenber 31, 2001 and 2000. . ... ...ttt F-2
Consol i dated Statenents of Operations for the years ended Decenmber 31, 2001, Decenber 31, 2000 and
Decenber 31, 10900, . . .. e F-3
Consol i dated Statenents of Stockholders' Equity for the years ended Decenber 31, 2001, Decenber 31,
2000 and Decenber 31, 1990. . . .. . . e F-4
Consol i dated Statenents of Cash Flows for the years ended Decenber 31, 2000, Decenber 31, 2000 and
Decenber 31, 1990, . . . . . e F-5
Notes to Consolidated Financial StatemBnts. ... ... ... e e e e e e F-6

2. Financid Statement Schedules. All financial statement schedules of Stamps.com have been omitted because they are not applicable, not
required, or the information isincluded in the consolidated financial statements or notes thereto.

3. Exhibits. The following Exhibits areincorporated herein by reference or arefiled with this report as indicated below:

Exhi bi t
Nurnber Description

3.1 Anended and Restated Certificate of Incorporation of the
Conpany. (1)

3.2 Bylaws of the Conpany. (1)

4.1 Speci nen common stock certificate. (1)

10.1 Patent Assignnent from Mohan P. Ananda to the Conpany, dated
January
20, 1998. (1)

10.2 Assignment and License Agreenent between the Conmpany and Mhan P.

Ananda, dated January 20, 1998.(1)
10.3 1998 Stock Plan and Forms of Notice of Grant and Stock Option Agreement.(1)
10.4 1999 Stock Incentive Plan.(1)

10.5 1999 Employee Stock Purchase Plan.(1)
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10.6 Form of | ndemification Agreenent between the Conpany and its
directors and officers. (1)

10.7 Lease Agreenent, dated August 27, 1998, between the Conpany and
Spi eker Properties, L.P. and Arendnment No. One, dated January 8,
1999. (1)

10.8 Master Lease Agreenent between the Conpany and FirstCorp, dated
June
5, 1998.(1)

10.9 Lease, dated April 12, 1999, between the Conpany and Spi eker
Properties, L.P.(1)

10. 10+ Distributor Agreenment, dated January 15, 1999, between the Conpany
and O fice Depot, Inc.(1)

10. 11+ Distributor Agreement, dated March 11, 1999, between the Conpany
and

Dyno- Cost ar Cor poration. (1)
10. 12 License Agreenment, dated May 13, 1999, between the Conpany and
Mohan
Ananda. (1)
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10. 15

10. 16
Conpany

10. 17
10. 18

10. 19

10. 20
10. 21

10. 22
Separ at i

10. 23+

10. 24+
31,
21.1
23.1
24. 1
24. 2
24. 3
24. 4
99. 1
99. 2
99. 3

99. 4

99.5
99.6

Description

Lease Agreenent dated as of May 7, 2000 between Sterling Realty
Organi zation Co. and i Ship.com Inc.(5)

Amended and Restated Loan Repayment Agreenent dated as of August 10,
2000 by and among the Company, Sal onmon Smith Barney Inc. and John
M Payne. (6)

Revol ving Note Secured by Stock Pl edge Agreenment dated as of April
12, 2000 between the Conpany and John M Payne. (6)

Stock Pl edge Agreenent dated as of April 12, 2000 between the
and John M Payne. (6)

Separation Letter Agreenent dated as of Decenber 20, 2000 by and
bet ween t he Conpany and John M Payne. (7)

Consul ting Services Agreenent dated as of Decenber 20, 2000 by and
bet ween the Conpany and John M Payne. (7)

Confidential Information and |Invention Assignhnment Agreenent dated as
of Decenber 20, 2000 by and between the Company and John M
Payne. (7)

Security Agreenment dated as of Novenber 30, 2000 by and between the
Conpany and John M Payne. (7)

Not e Secured by Security Agreement dated as of Novenber 30, 2000 by
and between the Conpany and John M Payne. (7)

Amendnent dated February 13, 2001 to the Decenber 20, 2000
on
Letter Agreement by and between the Conpany and John M Payne.*

Asset Purchase Agreenment dated April 27, 2001 by and between the
Conpany and E-Stanp Corporation. (9)

Amendnment to the Online Store Qutsourcing Agreenent dated January
2002 by and between the Conmpany and O fice Depot, I|nc.(10)

Subsi di ari es of the Conpany. (3)

Consent of Arthur Andersen LLP.(10)

Power of Attorney by G Bradford Jones.(10)

Power of Attorney by Mhan Ananda. (10)

Power of Attorney by Jeffrey Brown. (10)

Power of Attorney by Loren Smith. (10)

Form of Notice of Gant of Stock Option.(3)

Form of Stock Option Agreenent. (3)

Form of Addendum to Stock Option Agreement--Involuntary Term nation
Fol I owi ng Cor porate Transaction/ Change in Control.(3)

Form of Addendum to Stock Option Agreenment--Limted Stock
Appreciation Right.(3)

Form of Stock ™" suseemor.. (BYGAR Online. |nc.

Form of Addendum to Stock |ssuance Agreenent--Involuntary

Term nati on
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Exhi bi t
Nunber
Description

99.11 Form of Stock Purchase Agreement for Employee Stock Purchase Plan.(3)
99.12 iShip.com, Inc. Amended and Restated 1997 Stock Plan.(4)
99.13 Form of Option Assumption Agreement (iShip.com, Inc. Option Shares).(4)

99.14++ Mutual General Release, dated March 7, 2001, by and between the Company and DraftWorldwide, Inc., and Joint Stipulation of
Dismissal .*

99.15 Receipt of Auditor Representation.(10)

(1) Incorporated herein by referenceto the Company's Registration Statement on Form S-1, originally filed withthe Securities and Exchange
Commission on April 26, 1999, assubsequently amended (File No. 333-77025).

(2) Incorporated herein by referenceto the Company's Registration Statement on Form S-1, originally filed withthe Securities and Exchange
Commission on November 2, 1999, assubsequently amended (File No. 333-90115).

(3) Incorporated herein by referenceto the Company's Registration Statement on Form S-8 filed with the Securitiesand Exchange Commission
on June 28, 1999 (File No. 333-).

(4) Incorporated herein by referenceto the Company's Registration Statement on Form S-8 filed with the Securitiesand Exchange Commission
on March 30, 2000 (File No. 333-).

(5) Incorporated herein by referenceto the Company's Form 10-Q filed with the Securities and Exchange Commission on May 15, 2000 (File
No. 000-26427).

(6) Incorporated herein by referenceto the Company's Form 10-Q filed with the Securities and Exchange Commission on August 14, 2000 (File
No. 000-26427).

(7) Incorporated herein by referenceto the Company's Form 8-K filed with the Securitiesand Exchange Commission on December 29, 2000
(File No. 000-26427).

(8) Incorporated herein by referenceto the Company's Annual Report on Form 10-K/A, originally filed with the Securities and Exchange
Commissionon April 27, 2001 (File No. 000-26427).

(9) Incorporated herein by referenceto the Company's Form 10-Q filed with the Securities and Exchange Commission on May 15, 2001 (File
No. 000-26427).

(10) Filed with the Securitiesand Exchange Commission with this Annual Report on Form 10-K.

* Previoudly filed.

+ Confidential treatment requested and received as to certain portions.

++ Confidential treatment has been requested for certain confidential portions of thisexhibit pursuant to Rule 24b-2 under the Securities
Exchange Act of 1934, as amended. In accordance with Rule 24b-2, these confidential portions have been omitted from this exhibit and filed

separately with the Securities and Exchange Commission.

(b) Reports on Form 8-K:
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None.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
Tothe Stockholders of Stamps.com Inc.:

We have audited the accompanying consolidated balance sheets of Stamps.com Inc. (aDelaware corporation) and subsidiaries as of December
31, 2001 and 2000, and therelated consolidated statements of operations, stockholders' equity and comprehensiveincome and cash flowsfor
each of thethree yearsin the period ended December 31, 2001. These financial statements are theresponsibility of the Company's management.
Our responsibility isto express an opinion on these financia statements based on our audits.

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

In our opinion, the financia statementsreferred to above present fairly, in all material respects, the financial position of Stamps.com Inc., and

subsidiaries asof December 31, 2001 and 2000, andthe results of their operations and their cash flowsfor each of thethree yearsin the period
ended December 31, 2001 in conformity with accounting principles generally accepted in the United States.

/'s/ ARTHUR ANDERSEN
LLP

Los Angeles, California
February 7, 2002

F-1
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STAMPS.COM INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

Decenber 31
2001 2000
(in thousands, except
par val ue)
ASSETS
Current assets:
Cash and cash equival ents. ... ... $ 101,703 $ 69,536
Short-term i NVeSt MBNt S. . . ... e e 76, 921 174,393
Restricted cash. . ... ... . 6, 767 4,010
Accounts receivable, net of allowance of $0 in 2001 and $619 in 2000............. 2,000 2,546
Not e receivable fromforner officer, net of allowance of $3,346 in 2001 and 2000. 3,181 3,181
Prepai d adverti Sing. . ... ... -- 2,965
QL her CUMTeNt @SS S. . .ttt et e e e e e e 541 2,220
Total CUrrent @SSet S. .. ... 191, 113 258, 851
Property and equi pment, net. ... ... ... 11, 076 45, 585
Goodwi I | and patents, net of accunulated anortization of $807 in 2001 and $42,738 in
2000, . 6, 950 166, 450
Long-term i NVESE TNt S. . . ..o 7,533 --
O NI S SOt S, . o o 5,914 16, 052
Tot Al @SS S. .ottt $ 222,586 $ 486, 938
LI ABI LI TIES AND STOCKHOLDERS' EQUITY
Current liabilities
Current portion of capital lease obligations.......... ... ... ... $ 98 $ 3,828
Accounts payabl e. ... ... 64 3, 656
ACCIUBO BXPENSES. . .\ttt ittt ettt e e e e e e e e 4,671 9, 702
Accrued payroll and related. ... ... ... . 494 5,211
Def erred IFeVeNUE. . . ..o -- 1, 809
Total current liabilities. . . ... .. e e 5, 327 24, 206
Capital lease obligations, less current portion.......... ... ... .. iiinnnnnnn -- 5, 286
M NOri by Nt @St . o -- 34, 765
Commi tnents and contingencies (See Notes 10 and 15)
St ockhol ders' equity
Common stock, $.001 par val Ue. .. ... i
Aut hori zed shares 95,000 in 2001 and 2000. . . ... ...ttt
I ssued and out standing shares of 50,731 in 2001 and 49,654 in 2000............... 50 49
Additional paid-in capital.......... .. 700, 455 708, 007
Note receivable fromstock sales......... .. e (101) (101)
Deferred COMPEnsati ON. .. ... ... e (314) (11, 642)
Accumul ated defi Cit. ... .. (483,205) (273,632)
QG her conmprehensi Ve 1 NCOMB. . . . ... e e e e 374 --
Total stockholders' equity......... .. e 217, 259 422,681
Total liabilities and stockholders' equity........... .. ...t $ 222,586 $ 486,938

See accompanying notes.
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STAMPS.COM INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF OPERATIONS

Year ended Decenber 31,

2001 2000 1999
(in thousands, except per share data
Revenues:
SEIVI CB T BVENUE. .« o ittt et e et e e e e e e e e e $ 16, 306 $ 8, 682 $ 358
Prof essional contract revenue............... i 500 3,085 --
QL her T EVENUE. . . . e e 2,621 3,467 --
Total FevenUE. . . ... 19, 427 15, 234 358
CoSt Of FeVENUES. . ..o 7,954 23,691 2,430
Gr0SS Profit. .o 11, 473 (8, 457) (2,072)
Expenses:
Research and devel OpmeNnt . . ... . 12,578 33,051 7, 363
Sales and mMarketing. ... ... 9, 684 72,966 35, 208
General and administrative......... ... 33, 036 102, 191 14, 333
Impai rment of goodwill ... ... ... 163, 634 -- --
Provision for loss on loan to forner officer.............. ... ......... -- 3, 346 --
Restructuring and witedown charges.......... ...t 25,974 11, 475 --
Tot Al EXPENS S, o ittt 244, 906 223,029 56, 904
LoSS from operati ONS. ... ... (233, 433) (231, 486) (58, 976)
G her inconme (expense)
I Nt er St EXPENS . . . it (39) (766) (173)
I Nt erest 1 NCOMB. ... 10, 101 19, 202 2,662
Gain fromshut down of EncrypTiX........ ... 23,195 -- --
Loss fromsale of iShip.. ... (9, 397) -- --
QL el I NCOMB. . o o e -- 101 --
Net | 0SS, $(209, 573) $(212,949) $(56, 487)
Basic and diluted net loss per share........... ... ... .. ........... $  (4.14) $ (4.54) $ (2.59)

Wi ght ed average shares outstanding used in basic and diluted
per-share calculation.. ... ... . 50, 645 46, 888 21, 824

See accompanying notes.
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STAMPS.COM INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY AND COMPREHENSIVE INCOME

Def erred

Conpensati on

(11, 995)
(2, 065)
5,708

(24, 662)
10, 832
11, 623

Treasury

Stock at Accunul at ed

Cost

(939)

Deficit

$ (4,196)
(56, 487)

(60, 683)
(212, 949)

(273, 632)
(209, 573)

$( 483, 205)

(In thousands)
Not es
Conmon Recei vabl e
St ock Addi ti onal from
------------ Pai d-in St ock
Shares Stock Capital Sal es
Bal ance at Decenber 31, 1998............ ... ... 6,901 $7 $ 1,438 $(117)
Conpr ehensi ve | ncone:
0SS, o -- -- -- --
Exercise of stock options.............. ... ... 91 -- 9 --
Repurchase of common stock........... .. ... ... ... . ... (705) -- -- 7
Conversion of redeenable preferred stock................... 22,870 23 34, 255 --
I'ssuance of comon stock.............. ... ... . . . 11, 827 12 422,952 --
Repaynent on note receivable........... ... ... .............. -- -- -- 9
Deferred conpensation arising fromissuance of options..... -- -- 11, 995 --
Def erred conpensation arising fromissuance of warrants.... -- -- 2,065 --
Anortization of deferred conpensation...................... -- -- -- --
Bal ance at Decenber 31, 1999.......... ... . . . . ... ... 40, 984 42 472,714 (101)
Conpr ehensi ve | ncone:
0SS, -- -- -- --
Exercise of stock options.......... ... ..o i 2,255 2 1,543 --
Shares purchased under the ESPP............................ 138 -- 920 --
Retirenent of treasury stock............................... 705 (1) (938) --
I ssuance of common stock in conjunction with iShip
acquisition, net of expense............ ... . ... 5,572 6 193, 602 --
Deferred conpensation arising from purchase of iShip....... -- -- 51, 789 --
Anortization of deferred conpensation...................... -- -- -- --
Deferred conpensation related to term nated enployees...... -- -- (11, 623) --
Bal ance at Decenber 31, 2000............. ... 49, 654 49 708, 007 (101)
Conpr ehensi ve incone:
L 0SS, o it -- -- -- --
Unrealized gain/(loss) on investments................... -- -- -- --
Conprehensive inNCOMe. ... ... ... ... . ... . i
Exercise of stock options............ ... ... 945 1 847 --
Shares purchased under the ESPP.......... ... ... ... ... ..... 132 -- 408 --
Deferred conpensation arising fromthe issuance of warrants -- -- 130 --
Anortization of deferred conpensation...................... -- -- -- --
Deferred conpensation related to term nated enployees...... -- -- (1,091) --
Def erred conpensation related to the sale of iShip......... -- -- (7,846) --
Bal ance at Decenber 31, 2001.............uiiiiiiiiiiinnnn. 50, 731 $50 $700, 455 $(101)
poeres o SO it 2002, EDGAR Online. I nc.




O her
Conpr ehensi ve

I ncome Tot al
Bal ance at December 31, 1998.............. ...t $ -- $
(3,951)
Conpr ehensi ve | ncone:

Net | 0SS. ... --

(56, 487)
Exercise of stock options.......... ... . . . .. i, -- 9
Repurchase of conmmon stock.......... ... ... ... ... ... .. .. ..., --
(932)
Conversion of redeemable preferred stock................... -- 34,278
I ssuance of common stock........... ... .. ... i, -- 422, 964
Repaynent on note receivable....... ... .. ... .. .. ... .. ... ... -- 9
Def erred conpensation arising fromissuance of options..... -- --
Deferred conpensation arising fromissuance of warrants.... -- --
Anortization of deferred conpensation...................... -- 5,708

Bal ance at Decenber 31, 1999........ ... . . . . . ..., 401, 598
Conpr ehensi ve | ncone:
Net | 0SS, . --

(212, 949)

Exercise of stock options........... ... . .. . .. ... -- 1, 545
Shares purchased under the ESPP......... ... ... ... ... ... .... -- 920
Retirenment of treasury stock.............. ... ... ... ......... -- --
| ssuance of comon stock in conjunction with i Ship

acquisition, net of expense........... .. . .. ... i, -- 193, 608
Def erred conpensation arising from purchase of iShip....... -- 27,127
Anortization of deferred conpensation...................... -- 10, 832
Deferred conpensation related to term nated enpl oyees...... -- --

Bal ance at Decenber 31, 2000.......... ... .. -- 422,681
Conpr ehensi ve i ncone:

Net 1 0SS, .. e e --
(209, 573)

Unrealized gain/(loss) on investnents................... 374 374

Conprenensi Ve T NCOMEB. . .. ..ottt e e

(209, 199)

Exercise of stock options........... ... . .. ... -- 848
Shares purchased under the ESPP............................ -- 408
Deferred conpensation arising fromthe issuance of warrants -- --
Anortization of deferred conpensation...................... -- 2,521
Deferred conpensation related to term nated enpl oyees...... -- --
Deferred conpensation related to the sale of iShip......... -- --

Bal ance at Decenber 31, 2001........ ... . .. ... $374
$(217, 259)

See accompanying notes.
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STAMPS.COM INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended Decenber 31

(i n thousands)
Operating Activities

I 1 T $(209,573) $(212,949) $(56, 487)
Adj ustnents to reconcile net loss to net cash used in operating activities
Provision for doubtful accounts.......... ... .. . . . 613 4,029 --
Depreciation and anmprtizati ON. .. ... ...t e e 17,708 54,938 1, 285
Wite-down of goodwill and other intangibles.......... ... ... ... .. ... ..... 163, 634 -- --
Anortization of deferred conpensation........... ... . . . i 2,521 10, 832 5,708
Charge for acquired in-process research and developrment................... -- 2,000 --
Loss on disposal and witedown of assets............ ... i, 25,974 2,756 --
Loss on sale of 1 Ship. ... ... 9, 397 -- --
Net gain on shut down of ENCrypTiX....... ... (23,195) -- --
Changes in operating assets and liabilities, net of acquisition of i Ship.
Accounts receivabl e. ... ... (67) (3,095) (134)
Note receivable fromformer officer....... ... ... . . . . . . . ... ... -- (6,527) --
Prepai d eXPeNSES. . ... 4,421 18, 698 (23, 835)
Ot her @SSl S. . . 1, 054 (4,762) --
Accounts payabl €. ... ... .. e (3,592) (1, 435) 2,315
M NOrity I Nt erest. ... (11, 570) -- --
ACCTUBH BXPENSES. & o ittt e et et e e e (14, 313) 10, 601 3,471
Deferred revenue. . ... ... (1, 809) 1, 627 182
Net cash used in operating activities............ ..., (38,797) (123,287) (67,495)
Investing activities
Sal e (purchase) of short terminvestments, net......... ... ... ... . .. ... .. .. .. 97, 846 (126, 467) (46, 422)
Proceeds fromsale of i Ship...... ... 2,800 -- --
Purchase of long terminvestments, Net.......... ... . (7,533) -- --
Purchase of restricted cash investments............. . . ... . (2,757) (4,010) --
Purchase of intellectual property........ ... (7,500) -- --
Capital expendi tUreS. .. ... (4,132) (30, 701) (9, 557)
Acqui sition of iShip.com net of cash acquired........... ... ... ... ... ... .... -- (2,111) --
(6 = -- -- (1, 742)
Net cash provided by (used in) investing activities................. 78,724  (163,289) (57,721)
Fi nancing activities
Repayment of capital lease obligations......... ... .. . . (9, 016) (7,938) (264)
| ssuance of preferred stock by subsidiary, net......... ... ... ... ... ... ..... -- 34, 765 28, 300
I'ssuance of common stock under ESPP......... ... . . .. . . 408 920 422,964
Repurchase of common sStock........... . e -- -- (939)
Proceeds fromexercise of stoCk Options............. ... 848 1, 545 9
Net cash (used in) provided by financing activities................. (7, 760) 29, 292 450, 070
Net increase (decrease) in cash and equivalents.......... ... ... .. ... ...... 32, 167 (257,284) 324,854
Cash and cash equival ents at beginning of period.............. ... ... ... ...... 69, 536 326, 820 1, 966
Cash and cash equivalents at end of period........ ... ... .. . . . . . . ... 101, 703 69, 536 326, 820
Short terminvest BNt S, ... ... 76,921 174, 393 47,926
Restricted cash. .. ... 6, 767 4,010 --
LONg term i NVEST MBNt S. . .ot e 7,533 -- --
Cash, short termand long terminvestnents.......................... $ 192,924 $ 247,939 $374,746
Cash paid for
LNt B St . . $ 39 % 576 $ 173
Non- cash investing and financing activity:
Equi prent acquired under capital |ease, net of acquisition of iShip....... $ -- $ 10,481 % 742
Retirement of treasury StOCK............ ..t $ -- 8 (939) $ --
Reduction in deferred conpensation related to term nated enployees........ $ (8,937) $ (11,623) $ --

See accompanying notes
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STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
1. Description of Business

Stamps.com Inc. (" Stamps.com Inc." or the "Company"), incorporated in Delaware on January 9, 1998, provides easy, convenient and
cost-effective Internet-based services for mailing letters or shipping packages or parcelsanywhere in the United States and at anytime. Our core
mailing and shipping services are designed to alow individua consumers or employeesof small businesses or larger enterprises to print US
postage or shipping labels, schedule a pick-up, track a package and apply enterprise-wide business rules to manage and account for mailing and
shipping costs. With al of the Company'sservices, no additional hardware is required; a customer can access our services through an existing
Internet connection and print postage or shipping labels with ordinary laser orinkjet printers. The Company launched its Internet Postage
service onanational basison October 22, 1999. Prior to thefirst quarter of 2000, the Company reported as a development stage enterprise.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements includethe accounts of Stamps.com Inc. and its subsidiaries, which include iShip.com, Inc. and
EncrypTix, Inc. During 2001, the Company sold its iShip subsidiary and EncrypTix ceased operations and effected a general assignment of its
assets for the benefit of its creditors. The Company held approximately a 66 2/3% equity interest and a greater than 90% voting interest in
EncrypTix, Inc. at December 31, 2000. Because of the voting control and liquidation preferences held by the company, the Company has
consolidated 100% of thelosses of EncrypTix, Inc. in the accompanying consolidated financial statements and experienced aonetimegainin
2001 to diminate the cumulative suspended loss allocated to the minority shareholders from EncrypTix. All significant intercompany accounts
and transactions have been eliminated.

Use of Estimatesand Risk Management

The preparation of financial statementsin conformity with accounting principles generally accepted in the United States requires management
to make estimates and assumptions that affect the amounts reported in the financial statements and the accompanying notes. Actua results could
differ fromthose estimates and such differencesmay be material to the financial statements.

The Company isinvolved in variouslitigation mattersas a claimant and a defendant. The Company records any amounts recovered in these
meatters when received. The company records liabilities for claimsagainst it whenthe loss is probable and estimatable. Amounts recorded are
based on reviews by outside counsel, in-house counsel and management. Actual results could differ from estimates.

Cash Equivalents and I nvestments

The Company considers al highly liquid investments withan original or remaining maturity of three months or less at the date of purchase to be
cash equivaents.

The Company's cash equivalentsand investments are comprised of money market, U.S. government obligations and public corporate debt
securities at December 31, 2001. All investmentsare classified as available for sale and are recorded at market usingthe specific identification
method. Realized gains and |losses are reflected in other income and expense while unrealized gains and losses, whichto date have not been
material, areincluded as a separate component of stockholders' equity.
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STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)

Fair Value of Financial I nstruments

Carrying amounts of certain of the Company's financia instruments, including cash, cash equivalents, restricted cash, short-term investments,
accounts receivable, notes receivable, accrued payroll, and other accrued liabilities, approximate fair value due to their short maturities. The
fair values of investments are determined using quoted market prices for those securities or similar financia instruments.

Concentration of Risk

The Company's cash and cash equivalents, restricted cash and investment portfolio is diversified and consists primarily of investment grade
securities. Investments are held with high-quality financial institutions, government and government agencies, and corporations, thereby
reducing credit risk concentrations. From time to time, the Company's investmentsheld with its financial institutions may exceed Federa
Deposit Insurance Corporation insurance limits. Interest rate fluctuations impact the carrying value of the portfolio. The Company recognized
revenue from one customer that represented approximately 12% of revenues for theyear ended December 31, 2001 and from two customers
that represented approximately 20% and 17% for the year ended December 31, 2000.

Reclassifications
Certain reclassifications have been made to prior periods to conform to current period presentations.
Property and Equipment
Property and equipment are stated at cost. Depreciation and amortization are computed principally on a straight-line method over the shorter of
the estimated useful life of the asset or thelease term, ranging from three to five years. Assets acquired under capitalized lease arrangements are
recorded at the present value of the minimum|ease payments. The Company has a policy of capitalizing expenditures that materially increase

assets useful lives and charges ordinary maintenance and repairsto operations as incurred. When property or equipment is disposed of, the cost
and related accumulated depreciation and amortization are removed from the accounts and any gain or lossisincluded in operations.

Goodwill and Patents

Patents, trademarks and other intangibles are included in goodwill and patentsin the accompanying consolidated balance sheets and are carried
at cost less accumulated amortization. During 2001, the Company acquired intellectual property assetsrelating to Internet-based postage
printing and management from E-Stamp Corporation for approximately $7.5 million, with an estimated useful life of 7 years.

Amortization is calculated on a straight-line basis over the estimated useful lives of the assets, ranging from 4 to 17 years. During 2001, 2000
and 1999, amortization expenseincluding the amortization of goodwill and patents, was approximately $9,618,000, $45,108,000 and $18,000

respectively.

Revenue Recognition
Service revenue is based on monthly convenience feesand the amount of postage used by the customer. Service revenue isrecognized in the
period that servicesare provided. Deferred revenueconsisted primarily of pre-payments received for customer referrals under a partnership

marketing arrangement in 2000. Commissions
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STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)

from the sale of products by athird party vendor to the Company's customer base are recognized as revenue when earned and collection is
deemed probable.

Computation of Net Loss per Share
Basic loss per share is computed by dividing the net loss available to common stockhol ders for the period by the weighted average number of
common shares outstanding during the period. Diluted losses per shareis computed by dividing the net losses for the period by the weighted

average number of common and common equivalent shares outstanding during the period.

Common equivalent shares, representing incremental common shares issuable upon the exercise of stock options and warrants are excluded
from thediluted earnings per share calculation astheir effect is anti-dilutive due to the net lossesin each year.

Advertising Costs

The Company expensesthe costs of producing advertisements when the advertising first runs, and expenses the costs of communicating and
placing the advertising in the period in which the advertising spaceor airtime is used.

Internet advertising expenses are recognized based on specifics of the individual agreements. Under partner or affiliate agreements, advertising
expense is recognized as identified customers are generated from partner or affiliate promotions.

Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial Accounting Standards (SFAS) No. 109, "Accounting for
Income Taxes." Under this method, deferred tax liabilities and assets are determined based on the difference between thefinancia statements
and the tax basis of assets and liabilities using the enacted tax ratein effect for the yearsin which the differencesare expected to reverse.
Valuation allowancesare recorded to reduce deferred tax assetswhen it ismore likely than not atax benefit will not be realized.

Research and Development Costs

Research and development costs are expensed asincurred. These costs primarily consist of salaries, development materials, supplies and
applicable overhead expenses of personnel directly involved in theresearch and development of new technology and service offerings.

Stock-Based Compensation

The Company has adopted the provisions of SFAS No. 123 ("SFAS 123"), "Accounting for Stock-Based Compensation.” In accordance with
the provisions of SFAS 123, the Company has elected the disclosure of only provisions related to employee stock options and follows the
provisions of Accounting Principals Board Opinion (APB) No. 25 in accounting for stock options issued to employees. Under APB No. 25,
compensation expense, if any, is recognized as the difference between the exercise price and thefair value of the common stock onthe
measurement date, whichistypically the date of grant, and isrecognized over the service period, whichis typically thevesting period.
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STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)
Website Development Costs

The Company develops and maintains its website. Costs associated with the websiteconsist primarily of software purchased from third parties.
The Company capitalizes costs of computer software obtained for internal use in web design and network operations. These capitalized costs
are amortized based on their estimated useful life. Payroll and related costs are not capitalized, asthe amounts are immaterial and principally
relate to maintenance. Internal costs related to the devel opment of website content are expensed as incurred.

Recent Accounting Pronouncements

In June2001, the FASB issued SFAS No. 141, "Business Combinations’ and SFAS No. 142, "Goodwill and Other Intangible Assets'. SFAS
No. 141 requires business combinations initiated after June 30, 2001 to be accounted for using the purchase method of accounting, and
broadens the criteria for recording intangible assets separate from goodwill. SFAS No. 142 requires the use of a non-amortization approach to
account for purchased goodwill and certain intangibles. Under a non-amortization approach, goodwill and certain intangibles will not be
amortized into results of operations, but instead would be reviewed for impairment and written down and charged to results of operations only
in the periods in which the recorded value of goodwill and certain intangiblesis more thanits fair value. The Company expectsthat the
adoption of SFASNo. 141 and SFAS No. 142 will not have amaterial impact on its financial position or its results of operations.

The FASB aso recently issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets’, applicable to financial
statementsissued for fiscal years beginning after December 15, 2001. The FASB's new rules on asset impairment supersede SFAS No. 121,
"Accounting for the Impairment of Long-Lived Assetsand for Long-Lived Assetsto Be Disposed Of", and portions of Accounting Principles
Bulletin Opinion 30, "Reporting the Resultsof Operations'. This Standard provides a single accounting model for long-lived assets to be
disposed of and significantly changesthe criteria that would have to be met to classify an asset as held-for-sale. Classification asheld-for-sale is
an important distinction since such assets are not depreciated and are stated at the lower of fair value and carrying amount. This Standard also
requires expected future operating losses from discontinued operations to be displayed in the period(s) in which thelosses are incurred, rather
than asof the measurement date as presently required. The provisions of this Standard are not expected to have a material impact onthe
Company'sfinancia position or operating resullts.

3. The Acquisition, Investment in and Sale of Subsidiary

On March 7, 2000, the Company completed the acquisition of iShip.com, Inc., a development stage enterprise developing Internet-based
shipping technology. In connection withthe acquisition, approximately 5.6 million shares of Stamps.com common stock wereissued in
exchange for all outstanding i Ship.com, Inc. stock. An additional 1.6 million shares of Stamps.com common stock were reserved for issuance
upon exercise of options and warrants assumed in the transaction. 800,000 shares of Stamps.com common stock had been deposited into an
escrow account to compensate the Company for any inaccuracy or breach of any representation, warranty, covenant or agreement of i Ship.com,
Inc. as contained in the merger agreement. The escrowed shares have been released pursuant to theterms of the merger agreement.

The acquisition was accounted for as a purchase in accordance with the provisions of APB No. 16. Under the purchase method of accounting,
the purchase price was allocated to the assets acquired and liabilities assumed based on their estimated fair values at the date of acquisition. The
Company recorded intangible assetsof $222.4 million and deferred compensation of $24.7 million, whichwas to be amortized over periods
ranging fromthree to four years, except for in-process research and development which was written off immediately after the acquisition, which
isincluded in research and development expensein the accompanying statements of
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STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)

operations. Resultsof operations for iShip.com, Inc. have been included with those of the Company for periods subsequent to the acquisition
date.

The purchase price wasallocated as follows (in thousands):

Goodwi 1. ... $209, 188
Deferred conpensation.................. 24,662
Purchased technology................... 11, 200
I n-process research and devel oprent. ... 2,000
Tangi bl e assets acquired............... 8,931
Liabilities assumed....................
(7,232)

Purchase price...................... $248, 749

Presented below is unaudited selected pro formafinancial information, presenting theresults of operations of the Company as if the acquisition
had taken place on January 1 (inthousands, except per share amounts):

Years Ended

Decenber 31,
2000 1999

(unaudi t ed)

Proforma revenues. .. ... ... $ 15,234 % 358

Proforma net | 0SS. ... ... $(215, 326)

$( 64, 728)

Proforma basic and diluted net loss per share................... $ (3.93) %

(2.18)

Prof orma wei ghted average shares used in per share cal cul ation--

basic and diluted. ... ... ... . . .. 54, 802 29,738

The unaudited pro formainformation is not necessarily indicative of the actual results of operations had the acquisition occurred at the
beginning of the periods indicated, nor should it be indicative of operations for any future date or period.

On March 2, 2001, United Parcel Service and Mail Boxes Etc. USA, Inc. (MBE) jointly announced that United Parcel Service would acquire
MBE. MBE represented asignificant future source of revenue and market leverage for the Company's enterprise shipping servicesthat were
acquired in the i Ship acquisition. United Parcel Service aso informed the Company that it isunlikely to have MBE continue to use the
Company'senterprise shipping services in thefuture. Asaresult of theMarch 2001 events, the Company reduced goodwill and other
intangibles associated withthe purchase of iShip to estimated net realizable value. Thisresulted in a non-cash charge of $163.6 millionin the
first quarter of 2001.

On May 18, 2001, the Company completed the sale of itsiShip multi-carrier shipping service assetsto United Parcel Servicefor $2.8 million.
The difference between the sale price of iShip and the assets value attributed to i Ship by the Company resulted in non-cash charge of $9.1
million in the second quarter of 2001. Additional legal costsassociated with thesale of iShip in theamount of $0.3 million were charged in the
third quarter of 2001 resulting in atotal charge of $9.4 million in 2001.

Change in Owner ship and Shut-down of Subsidiary

On November 16, 1999, the Company announced the formation of a subsidiary, EncrypTix, Inc., to develop secure printing opportunities in the
events, travel and financial servicesindustries. InFebruary 2000, the
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STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)

Company invested $1.0 million and granted EncrypTix alicense to its technology in those three specific fields of use. During the first half of
2000, the Company sold approximately 42% of EncrypTix, Inc., until then awholly owned subsidiary, in a private financing of approximately
$34.8 million. The financing wascompleted in April 2000.

On March 12, 2001, EncrypTix ceased operations and effected a general assignment of its assetsfor the benefit of its creditors. EncrypTix took
this action due to theinability to secure additional funding. The Company does not expect to be impacted by any of EncrypTix's resulting
liabilities. Additionally, the Company terminated its license agreement with EncrypTix and maintains limited licenses to various EncrypTix
intellectual property. Due to this cessation in business, the Company wrote off the invested $1.0 million and took a one-time gain to eliminate
the cumulativeloss from EncrypTix in theamount of $23.2 million in thefirst quarter of 2001.

The Company includes EncrypTix'sbalances and resultsin itsconsolidated financial statements. The minority interest reflected in the attached
consolidated balance sheet represents the investment received in the private financing.

4. Segment Information

SFAS No. 131, "Disclosures about Segments of an Enterprise and Related Information” establishes standards of reporting information
regarding operating segmentsin annual financial statements and requires selected information for those segmentsto be presented ininterim
financial reports issued to stockholders. The Company operatesin a single segment and therefore no additional disclosure is required.
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STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)
5. Cash, Cash Equivalents and Investments

The following table summarizes the Company's cash, restricted cash and investments asof December 31, 2001 and 2000 (in thousands):

2001 2000
Cash and equival ents:
CaS . oo e $ 5,553 $ 3,230
Commerci al pPaper. . ... 19, 679 50, 857
Money MarKet . ... e 75, 803 7,303
Corporate NOt eS. . ... . e 668 6, 320
Certificates of depoSit...... ... e -- 1, 826
Cash and equival ents. . ..... ... ... e 101, 703 69, 536
Restricted cash:
Certificates of depoSit...... ... e 2,089 2,089
U S. Governnent and agency Securities............. ... . 1,872 1,921
Money MarKet . ... 2, 806 --
Restricted cash. .. ... .. 6, 767 4,010
Short-term investnents:
Corporate notes and bonds. ........ ... ... . . 29, 496 92, 209
Commer Ci @l PaPer . . . o 19, 250 62, 967
U.S. Governnent and agency securities................ ..., 27,021 18, 987
Certificates of depoSit...... ... e 1,154 230
Short-terminvesSt MENt S. .. ... . . e e e 76,921 174, 393
Long-term i nvest ment s:
Corporate notes and bonds. ...... ... .. .. 7,533 --
Long-terminvest MENt S. . ... e e 7,533 --
Cash and equivalents, restricted cash, short-term and | ong
Lerm i NVESEIMBNE S, . oo $192, 294 $247, 939

Total restricted cash asof December 31, 2001 and 2000 is $6.8 million and $4.0 million, respectively. Asof December 31, 2001 and 2000 the
total restricted cash includes $4.0 million related to letters of credit for facility leases.

6. Allowancefor Doubtful Accounts

Increases to the allowancefor doubtful accounts totaled $0, $619,000 and $0 for the years ended December 31, 2001, 2000 and 1999,
respectively. Write-offs against the allowance for doubtful accounts totaled $1,232,000, $0 and $0 for the years ended December 31, 2001,
2000 and 1999, respectively.
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STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)
7. Property and Equipment

Property and equipment is summarized as follows (in thousands):

2001 2000
Furniture and equipnent..................... $ 1,697 $ 4,508
Conputers and software...................... 19, 702 49, 570
Leasehold inprovenents...................... 1,732 3,544
23,131 57, 622
Accunul at ed depreciation and anortization... (12, 055)
(12, 037)

During 2001, 2000 and 1999, depreciation expense including the amortization on equipment under capital |eases, was approximately $8.1
million, $10.7 million and $1.3 million respectively.

8. Line of Credit

The Company had a credit line agreement with a financial institution with an initial borrowing base of $300,000, whichwas increased to $1
million based on the Company's net equity balance, as defined. Borrowings bear interest at the lender's prime rate plus 1% and are
collateralized by certain of the Company'sassets. The credit line agreement matured and was paid off on January 31, 2000.

9. Income Taxes

The provision for income taxes consists solely of minimum state taxes. The Company's effective tax rate differs fromthe statutory federal
income tax rate primarily as aresult of the establishment of avaluation allowance for the future benefits to be received from the net operating
loss carryforwards and research tax credit carryforwards. The tax effect of temporary differences that give rise to a significant portion of the
deferred tax assetsand liabilities at December 31, 2001 and 2000 are presented below (in thousands).

Deferred tax assets (liabilities):
Net operating loss carryforwards.. $ 98,999 $ 73,924

Research credits.................. 748 748
Depreciation...................... 160
(368)
Capitalized start-up costs........ 1, 995 2,766
Accrual s....... ... . . . .. 1, 661 4,166
Total deferred tax assets..... 103, 563 81, 236
Valuation allowance.................. (103, 563)
(81, 236)
Net deferred tax assets....... $ -- % --

Because the Company is uncertain as to when andif it may realize its deferred tax assets, the Company has placed a valuation allowance against
its otherwise recognizable deferred tax assets.
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The Company has a net operating loss carryforward of $251,442,610 and $231,531,362 for federal and state incometax purposes at December
31, 2001, respectively, and $192,908,870 and $175,238,953 for federal and state income tax purposes at December 31, 2000, respectively,
which can be carried forward to offset future
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taxable income. The Company also has available atax credit carryforward at December 31, 2001 of $748,000, which can be carried forward to
offset future taxable liabilities. The Company'sfederal net operating loss will beginto expirein 2018, state net operating loss will beginto
expirein 2006. The federal credits begin to expire in 2018 and the state credits will beginto expire in 2006. The Federal Tax Reform Act of
1986 and similar statetax lawscontain provisions which may limit the net operating losses carryforwards to be used in any given year upon the
occurrence of certain events, including a significant change in ownership interests. The provision for income taxes is comprised of (in
thousands):

2001 2000
1999
Current
Federal ........ ... .. . . .. .. $--%--9%
State. . ... 4 1
1
4 1
1
Deferred.......... .. 0. .. -- --
Provi sion for incone taxes..... $ 4% 1%
1

Differences between the provision for income taxes and incometaxes at the statutory federal income tax rate are as follows (in thousands):

2001 2000 1999
Incone tax at statutory federal rate............. $(71,255) $(72,403)
$(19, 205)
State incone taxes, net of federal benefit....... (12,227) (12,424)
(2,954)
Effect of tax credits............ ... ... ... ...... -- --
(377)
Ef fect of permanent differences.................. 61, 159 26, 107 2,144
Change in valuation allowance.................... 22,327 58, 721 20, 393
$ 4 % 1 3 1

10. Commitmentsand Contingencies
Capital and Operating L eases

The Company leases certain equipment under capital |ease arrangements expiring on various dates through 2002 (per schedule below). Included
in property and equipment are thefollowing assets held under capital |ease at December 31 (in thousands):
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2001 2000

Conmputer equipnent........... $1,135 $ 7,072
Accunul ated anortization..... (972)
(1,501)
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Following is a schedule of future minimum lease payments under capital and operating leases at December 31, 2001 (in thousands):

Capital Operating

Years endi ng Decenber 31:

20002, . $107 $2, 924
2008, . -- 2,804
2004, . o -- 1,072

Less ampbunt representing interest............ ... (9)

Present val ue of net nininmum capital |ease paynments ($98
payabl e currently) . ... ... .. $ 98

Total rent expense from continuing operations for the years ended December 31, 2001, 2000 and 1999 were $1,128,000, $3,577,000 and
$751,000, respectively.

The Company continues to sublet building spacesvacated as aresult of the reduction in workforce andis currently marketing vacated space.
Management believes that tenantswill be secured for unoccupied facilitiesthat will reduce operating lease expenses by $1,523,000, $1,707,000
and $663,000 for years 2002, 2003 and 2004, respectively.

11. Restructuring

In October 2000, the Company's management approved and implemented a restructuring plan as part of amoveto streamline operations, reduce
infrastructure and overhead and eliminate excess and duplicativefacilities. As aresult, the Company went through three rounds of workforce
reductions which reduced its total number of employees by approximately 400 from locations and departments across the Company.

In addition to the reduction of employees, the Company'srestructuring plan includes costs associated with the termination of fixed-cost
marketing deals and the redepl oyment of sales and marketing expenditures to programs that have a higher return on investment, losses on the
disposition and discontinuation of certain fixed assets, the estimated rent and expenses for unoccupied facilities between thereduction in force
date and the estimated date of occupancy by a sublet tenant and the write-off of an investment in EncrypTix.
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The total amount of restructuring charges for the yearsended December 31, 2001 and 2000 were approximately $26.0 million and $11.5
million respectively. A summary of the restructuring and cost cutting effortsfor the years ended December 31, 2001 and 2000 is set forth below
(in thousands):

2000
Remai ni ng
Provision Wilized Adjustnent Provison

Decenber 31, 2000

Enpl oyee severance costs............... $ 3,093 $ 3,093 % -- $  --
Contract exit fees........... ... ... ... 6, 154 6, 154 -- --
Fi xed asset disposals.................. 1, 233 1, 233 -- --
Facility lease expenses................ 923 923 -- --
Qher..... ... . 72 72 -- --

Total ... . $11, 475 $11, 475 $ -- $  --

Decenber 31, 2001

Enpl oyee severance costS............... $ 4,623 $ 4,650 $ (27) $ --
Contract exit fees..................... 4,247 5,975 (1, 728) --
Fi xed asset disposals.................. 7,783 7,783 -- --
Facility lease expenses................ 8, 261 5, 644 - - 2,617
Wite-off of investnent in EncrypTix... 1, 000 1, 000 -- --
O her. .. ... . 60 60 -- --

Total ... . $25,974 $25,112  $(1, 755) $2, 617

The calculation of the restructuring costs only includes those costs for which the Company will be unable to recognize any future benefit. In
addition, the calculation of the restructuring costs requires management to make estimates and assumptions that affect the amounts reported in
the consolidated financial statements. Actual results could differ from management'sassumptions and those differences may be material to the
consolidated financia statements.

12. Related Party Transactions

In October 1999, a director entered into a three-year consulting agreement with the Company to provide strategic planning services. In
exchange for his consulting services, thedirector received an option to purchase 36,000 shares of common stock at $35.625 per share. A
compensation element of approximately $985,000 wascalculated using the Black-Scholes valuation method for the options earned during the
period. The resulting compensation expensefor the three years ending December 31, 2001, 2000 and 1999 was approximately $328,000,
$328,000 and $55,000 respectively.

In November 1999, this agreement was amended to provide that thedirector will receive consulting feesof $2,000 per day for any special
projects on which the Company requires his services. Amounts paid related to the amended agreement for the years ended December 31, 2001,
2000 and 1999 were approximately $ 8,400, $6,400 and $0 respectively.

In June 1999, the Company entered into a consulting services agreement with a director to provide the Company with strategic planning and
business development advice, and other consulting servicesthat the Company may request. In exchange for these services, the Company
granted the director an option to purchase 10,000 shares of common stock at an exercise price of $11.00 per share. During 1999, a
compensation element of approximately $240,000 wascalculated using the Black-Scholes valuation method for the options earned during the
period. This agreement expired on October 1, 1999.
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In February 1999, a director entered into a three-year consulting agreement with the Company to provide marketing and strategic planning
services. In exchange for his consulting services, thedirector will receive consulting fees of $120,000 per annum and an option to purchase
135,000 shares of common stock at $0.33 per share. During 1999, a compensation element of approximately $1.4 million was calculated using
the Black-Scholes valuation model for the options earned during the period. This agreement was terminatedin October 1999 upon the director's
appointment as an officer of the Company. This changein status will result in a new measurement date for the remaining unvested options. The
compensation expenseresulting for the new measurement date is being recognized over the remaining vesting period.

In February 2000, John M. Payne (former Chairman of the Board, Chief Executive Officer and director) purchased 187,000 shares of the
Company'scommon stock on the open market for an aggregate purchase price of approximately $6.0 million. Mr. Payne purchased the shares
on margin and the margin account was secured by a pledge of 1,467,500 shares of the Company'scommon stock held by Mr. Payne, of which
approximately 593,750 shares are subject to repurchase by the Company. As of October 31, 2000, Mr. Payne'stotal indebtedness under the
margin account was approximately $6.7 million, which amount consists of the purchase price of the 187,000 shares, accrued interest on the
purchase price and other fees and indebtedness incurred by Mr. Payne, less the proceeds from his sale of the Company's common stock during
the third quarter of 2000.

In April 2000, the Company agreed to guarantee Mr. Payne's margin account in the event thevalue of the shares pledged was insufficient
collateral to secure the indebtedness outstanding under the margin account. The guarantee wasin theform of a single-purpose line of credit
extended to Mr. Payne which would have a balance due to the Company to the extent the valueof the pledged sharesis insufficient collateral to
secure indebtedness outstanding under the margin account. Thisline of credit wassecured by all of Mr. Payne's assets.

Mr. Payne agreed to sell a minimum of 100,000 shares of common stock during each fiscal quarter (beginning the third fiscal quarter of 2000)
in order to pay down the indebtedness outstanding under the margin account. Pursuant to this agreement, Mr. Paynesold 7,500 shares at aprice

of $4.50 per share and 95,500 shares at a price of $4.3125 per share on August 29, 2000. Mr. Payne aso sold 15,000 shares at a price of $2.94
per share on November 15, 2000 and 85,000 shares at a price of $3.02 per share on November 17, 2000. The sale of these 200,000 shares
during the third and fourth fiscal quarters resulted in aggregate repayment of indebtedness in the amount of approximately $730,000.

In November 2000, Mr. Payneexecuted a promissory note in favor of the Company in the amount of $6.6 million. The payment of the note was
secured by a pledge of all sharesof the Company's common stock and all sharesof EncrypTix, Inc. held by Mr. Payne. The entire principal
balance and all accrued and unpaid interest was due and payable on June 30, 2001. Mr. Payne is currently in default. The Company and Mr.
Payne are currently in negotiations to agree on payment terms for the amount duethe Company.

The Company has established areserve of $3,346,000 related to the note receivable from Mr. Payne. The reserveis calculated as thedifference
between the note's carrying value, $6,527,000, and theunderlying value of the stock on December 31, 2000, $3,181,000 (2.78 per share).
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13. Stockholders' Equity
Restricted Stock

During 1998, the Company issued restricted stock to an employee and a director totaling 1,988,475 shares. Part of the purchase price included a
full recourse note payable to the Company for $99,000. These shares vested one-fourth on May 30, 1999 and the remaining shares vest monthly
over the subsequent thirty-six months. The Company issued these shares at prices whichincluded approximately $650,000 of a compensation
element. The $650,000 is being recognized as expense over the vesting periods and has been presented as areduction of stockholders' equity in

the accompanying balance sheets.
Redeemable Preferred Stock

In February 1998, the Company issued 3,762,500 shares of its Series A Redeemable Preferred Stock at $0.40 per share and warrantsto acquire
6,020,000 shares of the Company's Series B Redeemable Preferred Stock at $0.75 per share. In August and October 1998, 6,020,000 shares of
Series B Redeemable Preferred Stock were issued under these warrants.

In February 1999, the Board of Directors approved the sale of Series C Redeemable Preferred Stock and the Company issued 5,464,486 shares
of its Series C Redeemable Preferred Stock at $5.49 per share.

In connection with the Company's Initial Public Offering in June 1999, all shares of Series A, B, and C Preferred Stock converted into
22,870,479 shares of Common Stock.

Notes Receivable

In connection with theissuance of Common Stock during 1999, the Company exchanged shareswith a fair value of $117,000 for full recourse
notes receivable of the same amount. These notes receivable bear interest at 9% per annum and are payablein February 2003. The unpaid
balance of these notesreceivable for the years ended December 31, 2001 and 2000 is $101,000.

14. Employee Stock Plans
Stock I ncentive Plans

The 1999 Stock Incentive Plan (the "1999 Plan") serves asthe successor to the 1998 Stock Plan (the "Predecessor Plan). The 1999 Plan
became effective in June 1999. At that time, all outstanding optionsunder the Predecessor Plan were transferred to the 1999 Plan, and no
further option grantscan be made under the Predecessor Plan. All outstanding options under the Predecessor Plan continueto be governed by
the termsand conditions of the existing option agreements for those grants, unlessthe Company's compensation committee decidesto extend
one or more features of the 1999 Plan to those options.

In October 1999 and April 2000, the Company's Board of Directors and stockholders approved an increase of 2,500,000 and 2,000,000 shares
respectively, to the number of shares digible to be granted under the 1999 Plan from the initial authorization of 7,290,000 shares of the
common stock. In March 2000, the number options available for grant were increased by approximately 9,240,000 due to the acquisition of
i-Ship.

The total number of shares currently authorized for issuance under the 1999 Plan is approximately 18,373,000, which amount includesan
automatic annual increase to the sharereserve of 3% of the Company's outstanding common shares on the last trading day in December. The
automatic increase on January 1, 2000 was
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1,229,551 shares based on 40,985,054 shares outstanding on the last day of December 1999. The automaticincrease on January 1, 2001 was
1,489,627 based upon 49,654,227 shares outstanding on the last day of 2000.

In no event will this annual increase exceed 1,564,715 shares. Inaddition, no participant in the 1999 Plan may be granted stock optionsor
direct stock issuances for more than 1,125,000 shares of common stock in total in any calendar year.

Options granted under the 1999 Plan generally vest 25% per year, and the Board of Directors has the discretion with respect to vesting periods
applicable to a particular grant. Each option granted has a 10 year contractual life. During 2001, 2000 and 1999, the Company issued options to
purchase 1,557,434, 9,839,198 and 5,290,800 shares of common stock, respectively, at prices which included approximately $96,100,
$24,662,000 and $11,995,000 of a compensation element in 2001, 2000 and 1999, respectively. The total of deferred compensation is being
recognized as expense over the vesting periods of the related options and hasbeen presented as a reduction of stockholders' equity in the
accompanying balance sheets. The current year amortization of deferred compensation expense of $2,521,000 isincluded as agenera and
administrative expense.

A summary of stock option activity is as follows (in thousands, except per share amounts, amounts reflect the 3/2 split from June 1999):

Opt i ons
Qut st andi ng
Wei ght ed
——————————— Aver age

Nunber of
Exerci se

Opti ons Price
Begi nni ng Bal ance at January 1, 1999............. 1, 937 $ .07
Ganted. . ... 5,291 10. 74
Forfeited........ ... . e (49) 2. 65
Exercised. . ... .. (91) .15
Increase in available options.................... -- --
Bal ance at Decenber 31, 1999..................... 7,088 8.17
Ganted. ........ . 8, 854 10. 23
Forfeited. . ... ... (4, 450) 13. 40
Exercised. ... ... (2, 255) 0.59
Increase in available options.................... -- --
Issued in iShip transaction...................... 985 4.98
Bal ance at Decenber 31, 2000..................... 10, 222 8.81
Ganted. . ... 1, 557 2.42
Forfeited.. ... .. (7,682) 8.92
Exercised. . ... ... (945) 0.90
Increase in available options.................... -- --
Bal ance at Decenber 31, 2001..................... 3,152 $ 7.76

The weighted-average fair value of stock grantsfor the years ended December 31, 2001, 2000 and 1999 were approximately $1.86, $9.91 and
$9.35, respectively. Fair valueis calculated using the Black-Scholes val uation method.
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The following tables summarize information concerning outstanding and exercisable options at December 31, 2001 (in thousands, except
number of yearsand per share amounts):

Opti ons CQut st andi ng Opti ons Exerci sabl e
Wi ght ed
Aver age
Remai ni ng Wi ght ed Wi ght ed
Cont r act ual Aver age Aver age
Nunber Life Exercise Price Nunber Exercise Price
Range of Exercise Prices Qutstanding (in Years) per Share Exerci sabl e per Share
$0.05-$2.99........ 1,651 8.0 $ 2.10 1,031 $ 1.90
$3.00-$5.60........ 515 7.6 $ 3.82 497 $ 3.79
$5.61-$39.50....... 937 7.5 $17. 62 610 $20. 33
$39.51-$81.00...... 49 5.7 $52. 05 49 $51. 96
$0. 05-$81.00....... 3,152 7.8 $ 7.76 2,187 $ 8.59

Stock-Based Compensation

The Company has adopted the provisions of SFAS No. 123 ("SFAS 123"), "Accounting for Stock-Based Compensation." In accordance with
the provisions of SFAS No. 123, the Company has elected the disclosure of only provisions related to employee stock options and followsthe
provisions of Accounting Principals Board Opinion (APB) No. 25 in accounting for stock options issued to employees. Under APB No. 25,
compensation expense, if any, is recognized as the difference between the exercise price and thefair value of the common stock onthe
measurement date, whichistypically the date of grant, and isrecognized over the service period, whichis typically thevesting period.

SFAS No. 123 pro formanumbers are as follows for December 31 (in thousands, except per share amounts):

2001 2000 1999

Net income--as reported........................ $(209, 573) $(212,949)
$(56, 487)
Net income--pro forma..................uv.... $(223,083) $(215, 401)
$(58, 542)
Basi ¢ and diluted net incone per conmon share--

as reported. . ... $ (4.14) $ (4.54) %
(2.59)
Basi ¢ and diluted net incone per conmon share--

Pro fOrma. ... e $ (4.40) $ (4.59) %
(2.68)

Under SFAS No. 123, the fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model with the
following weighted average assumptions:
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2001 2000 1999

Expected dividend yield...... -- -- --

Ri sk-free interest rate...... 5.00% 5. 50%

5. 50%

Expected volatility.......... 100% 142%

50%

Expected life (in years)..... 5 9 4

The Black-Scholes option valuation model was devel oped for use in estimating the fair value of traded options that have no vesting restrictions
and are fully transferable. In addition, option valuation models require theinput of highly subjective assumptions including the expected stock
price volatility. Because the Company'semployee stock options have characteristics significantly different from those of traded options, and
because changes in the subjective input assumptions can materially affect the fair value estimates, in management's
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opinion the existing models do not necessarily provide areliable single measure of thefair value of the Company's options.
Employee Stock Purchase Plan

In June 1999, the Company's Board of Directors adopted an Employee Stock Purchase Plan ("ESPP" or "Purchase Plan") whichalowséligible
employees of the Company and eligible employees of the Company's participating subsidiaries to purchase shares of common stock, at
semi-annual intervals, with their accumulated payroll deductions.

Eligible participants may contribute up to 15% of cash earnings through payroll deductions, and the accumul ated deductions will be applied to
the purchase of shares on each semi-annual purchasedate. The purchase price per share will be equal to 85% of the fair market value per share
on the participant's entry date into the offering period or, if lower, 85% of the fair market value per share on the semi-annual purchase date.

Upon adoption of the plan, 300,000 shares of common stock were reserved for issuance. Thisreserve will automatically increase on thefirst
trading day in January each year, beginning in calendar year 2000, by an amount equal to 1% of the total number of outstanding shares of the
Company'scommon stock on the last trading day in December in the prior year. The increase on January 1, 2000 was 409,851 shares based on
40,985,054 shares outstanding on December 31, 1999. The increase on January 1, 2001 was 496,542 based upon 49,654,227 shares outstanding
on December 31, 2000. In no event will any annual increase exceed 521,571 shares.

Total sharesof common stock issued during 2001 and 2000 were 132,295 and 137,772, respectively. During 1999, no shares wereissued under
the ESPP.

Savings Plan

During 1999, the Company implemented a savings plan for al eigible employees, which qualifies under Section 401(k) of the Internal Revenue
Code. Participating employees may contribute up to 15% of their pretax salary, but not more than statutory limits. The Company matches 50%
of thefirst 4% a participant contributes. The Company expensed $238,000, $200,000 and $67,000 in 2001, 2000 and 1999, respectively,
related to this plan.

15. Legal Proceedings

On June 16, 1999, Pitney Bowes sued the Company for alleged patent infringement in the United States District Court for the District of
Delaware. The suit originally alleged that the Company isinfringing two patents held by Pitney Bowesrelated to postage application systems
and electronic indicia. The suit seeks treble damages, a preliminary and permanent injunction from further alleged infringement, attorneys fees
and other unspecified damages. The Company answered the complaint on August 6, 1999, denying the allegations of patent infringement and
asserting a number of affirmative defenses. On April 13, 2000, Pitney Bowes asked the court for permission to amend its complaint to drop
allegations of patent infringement with respect to one patent and to add allegations of patent infringement with respect to three other patents. On
July 28, 2000 the court entered Pitney Bowes amended complaint.

On September 18, 2000 Pitney Bowes filed another patent infringement lawsuit against the Company in the United States District Court for the
Eastern District of Texas, alleging that the Company isinfringing four patentsowned by Pitney Bowes related to multi-carrier shipping. The
suit seeks unspecified damages and a permanent

F-21

peres e SO irsssn 2002, EDGAR Online. I nc.




STAMPS.COM INC. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)

injunction from further aleged infringement. The Company answered the complaint on December 1, 2000, denying the allegations of patent
infringement and asserting a number of affirmative defenses. The United Parcel Service acquired the Company's i Ship multi-carrier shipping
service assetson May 18, 2001. On September 4, 2001, the court granted the Company's motion to transfer the lawsuit to the United States
District Court for the District of Delaware.

On June 14, 2001, the Company filed a patent infringement lawsuit against Pitney Bowes in the United States District Court for the Central
Digtrict of California, aleging that Pitney Bowesinfringes four patents owned by the Company. On January 7, 2002, the court granted Pitney
Bowes motion to transfer the lawsuitto the United States District Court for the District of Delaware. Each of the Company's patent lawsuits
with Pitney Bowesisin the discovery phase and is scheduled for trial in January 2003.

The outcome of the Company's litigation against Pitney Bowes is uncertain and the Company cannot estimate a range of probable losses, if any.
Therefore, the Company can give no assurance that Pitney Boweswill not prevail in its suits against Stamps.com. See Risk Factors-Success by
Pitney Bowesin its suits against us alleging patent infringement could prevent us from offering our Internet postage services and severely harm
our business or causeit to fail.

On December 13, 2000, Cybershop (a British Columbia, Canada partnership) and its general partnersfiled suit against the Company inthe U.S.
District Court for the Southern District of Texas, alleging that in 1998 athird party fraudulently transferred ownership of the Internet domain
name "stamps.com" away from Cybershop and subsequently transferred it to the Company. The third party is also a named defendant in the suit.
The complaint seeks legal resolution and recognition of Cybershop's ownership of the"stamps.com” domain name and seeks unspecified
monetary damages against thethird party. On January 9, 2001, the Company filed a motion to dismissthe suit. On February 16, 2001,
Cybershop filed an amended complaint, alleging new causes of action, including conversion, invasion of privacy, trespass, and private nuisance,
and seeking declaratory judgment for return of the domain name registration to Cybershop. Cybershop later filed third and fourth amended
complaints. On February 13, 2002, the court granted our summary judgment motion and dismissed all of Cybershop's pending claims against
the Company withprejudice. Cybershop has filed a motion asking the court to reconsider itsdecision.

The final outcome of the litigation is uncertain, and the Company can give no assurance that Cybershop and its general partners will not prevail.
See Risk Factors- Success by Cybershop inits suit against us seeking damages and recognition of itsownership of the domain name
stamps.com could prevent us from using the domain name stamps.com and could require a change of name of the Company, severely harming
our business or causing it to fail.

On or about April 6, 2000, Metro Fulfillment, Inc. filed alawsuit against Weigh-Tronix, Inc. for breach of contract, fraud, negligent
misrepresentation, intentional inference with contract, negligent interference, breach of implied warranty and breach of expresswarranty. Metro
Fulfillment, Inc. alleges that pursuant to its agreement with Weigh-Tronix, Inc., Metro Fulfillment, Inc. was not required to pay for postal scales
that were purchased from Weigh-Tronix, Inc. until Metro Fulfillment, Inc. had actually sold those scales to end users. These scales were
supposed to be sold through the Company's Web site. Metro Fulfillment, Inc. further alleged that Weigh-Tronix, Inc. breached the agreement by
seeking payment before the scales were actually sold to customers in breach of the agreement. Weigh-Tronix, Inc.in turnfiled athird party
complaint against the Company and Metro Fulfillment, Inc. for breach of contract and several common counts. The third party complaint seeks
approximately $700,000 in compensatory damages, plusinterest and attorney's fees. The Company filed an answer to thethird party complaint
denying the allegations of the lawsuit. The parties reached a tentative settlement agreement, pursuant to which the Company would pay
Weigh-Tronix, Inc. $200,000 and
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Metrofulfillment, Inc. would pay Weigh-Tronix, Inc. $25,000, in return for Weigh-Tronix, Inc. and Metrofulfillment, Inc. dismissing al of their
clamsin this lawsuit. Inaddition, the Company would receive all of the postage scalesthat Metrofulfillment, Inc. still has inits inventory, the
amount of which are unknown at this time. This settlement agreement is conditioned upon the parties successfully reducing the settlement to a
signed writing. On February 28, 2001, Metro Fulfillment, Inc. filed alawsuit against the Company stemming from services alegedly performed
by Metro Fulfillment, Inc. under aFulfillment Services Agreement. The complaint alleges claimsfor breach of contract, common counts and
negligent misrepresentation. The complaint seeks damages of approximately $1.3 million. The Company filed an answer to the complaint
denying the allegationsin thelawsuit. Metrofulfillment, Inc. filed for Bankruptcy protection on December 18, 2001. Attemptsto mediate this
case have been unsuccessful as of this date. It is not possible at this timeto predict thefinal outcome of this matter.

In May and June, 2001, the Company was named, together with certain of its current or former board members and/or officers, as a defendant in
eleven purported class-action lawsuits, filedin the United States District Court for the Southern District of New Y ork. The lawsuits allege
violations of the Securities Act of 1933 and the Securities Exchange Act of 1934 in connection with the initial public offering and secondary
offering of the Company'scommon stock. The lawsuits also name asdefendants the principal underwritersin connection withour initial and
secondary public offerings, including Goldman, Sachs & Co. (in some of the lawsuitssued as The Goldman Sachs Group Inc.) and BancBoston
Rabertson Stephens, Inc. The lawsuits alege that the underwriters engaged in allegedly improper commission practices and stock price
manipulations in connection with the sale of our common stock. The lawsuits also alege that the Company and/or certain of its officers or
directors knew of or recklessly disregarded these practices by the underwriter defendants, and failed to disclose themin our public filings.
Plaintiffs seek damages and statutory compensation, including prejudgment and post-judgment interest, costs and expenses (including attorneys
fees), and rescissionary damages. In addition to the class action lawsuits against the Company, over 1,000 similar lawsuitshave also been
brought against over 250 companies whichissued stock to the public in 1998, 1999, and 2000, and their underwriters. These lawsuits (including
those namingthe Company) followed publicized reports that the SEC was investigating the practice of certain underwritersin connection with
initial public offerings. All of these lawsuitshave been consolidated for pretrial purposes before Judge Scheindlin of the Southern District of
New York. The Company placed its underwriters on notice of the Company's rights to indemnification, pursuant to the Company's agreements
with the underwriters. The Company also provided naotice toits directors and officers insurers, and believes that the Company has insurance
applicable to the lawsuits. The Company also believes that the claimsagainst it and its officers and directors arewithout merit, and intends to
defend thelawsuits vigorously. The Company cannot estimate a range of probable losses, if any, related to this suit.
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16. Quarterly Information (unaudited)

Quarter ended

Mar ch June Sept enber Decenber

(in thousands, except per share data)
Fi scal Year 2001:

REVENUES. . . ot $ 5,259 $ 5,069 $ 4,564 $ 4,535
Loss fromoperati Ons. ... .. (203,984) (33,113) (3,458) (2,275)
NEt | 0SS, .\ ottt e e e e e (176,732) (30,758)  (1,096) (987)
Basic and diluted net loss per share......................... $ (3.60) $ (0.62) $ (.02) $ (.02
Wi ght ed average shares outstanding used in basic and diluted

per-share calculation........... ... ... i, 49, 117 49, 354 49, 533 50, 316
Fi scal Year 2000:
REVENUES. . . ot e e $ 2,036 $ 3,674 $ 4,201 $ 5,323
Loss fromoperati ONS. .. ... it (41,697) (56,605) (60,307) (72,877)
Net | 0SS, .ot (36,904) (52,331) (55,289) (68,425)
Basic and diluted net loss per share......................... $ (0.86) $ (1.09) $ (1.15) $ (1.41)
Wi ght ed average shares outstanding used in basic and diluted

per-share calculation.......... ... . . ... . . . . i 43, 021 47, 956 48, 259 48, 441
Fi scal Year 1999:
REV NUEBS. . ottt $ -- 8 --  $ -- 8 358
Loss fromoperati ONS. . ... ... (3,688) (6,069) (14,424) (34,796)
NEt | 0SS, . ottt e e e e (3,686) (5,719) (13,698) (33,384)
Basic and diluted net loss per share......................... $ (0.53) $ (0.66) $ (0.40) $ (0.91)
Wi ght ed average shares outstanding used in basic and diluted

per-share calculation.......... ... . . . . ., 6, 901 8, 692 34,102 36, 611
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant hasduly caused this Annual Report
on Form 10-K to be signed on itsbehalf by the undersigned, thereunto duly authorized, in the City of Santa Monica, State of California, onthe
29th day of March, 2002.

STAMPS.COM INC.

By: /sl KENNETH MCBRI DE

Kennet h MBri de
Chi ef Executive Oficer

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, thisReport has been signed below by thefollowing persons
in the capacities and on the dates indicated:

Title Dat e
Si gnature  -----
/sl KENNETH MCBRI DE Chi ef Executive Oficer and March 29,
2002
————————————————————————————— Director (Principal
Kenneth MBri de Executive Oficer) and
Chief Financial Oficer
(Principal Financial
O ficer and Principal
Accounting Oficer)
* Di rector Mar ch 29,
2002
Mohan P. Ananda
* Director March 29,
2002
Jeffrey J. Brown
* Director March 29,
2002
G Bradford Jones
* Director March 29,
2002

Loren E. Smith

*By /sl KENNETH MCBRI DE

Kenneth MBride
as Attorney-in-fact.
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EXHIBIT 10.24*

AMENDMENT TO THE
ONLINE STORE OUTSOURCING AGREEMENT

This Amendment, dated January , 2002 ("Amendment") to the Online Store Outsourcing Agreement dated June 9, 2000 ("Agreement™) by
and between Stamps.com, Inc. ("Stamps.com”) and Office Depot, Inc. ("Store Operator”).

WHEREAS, Stamps.com and Store Operator desire to amend certain portions of the Agreement as described herein.

NOW, THEREFORE, in consideration of theforegoing premises and mutua covenants hereinafter set forth, Stamps.com and Store Operator
agree as follows:

1. Section 6.1(1) isdeleted inits entirety and Store Operator has no further monetary obligation nor liability to Stamps.com pursuant to this
section, except as may be set forth in this Amendment.

2. Section 6.1(2) isdeleted inits entirety and replaced with thefollowing: "Bounty. Effective January 1, 2002 and during the remainder of the
Term, Store Operator shall pay Stamps.com a (" Store Operator Bounty") of for each Qualified Referral who has not
bought from the Store Operator Online Storein the twelve (12) monthsimmediately preceding the date of thisAmendment.”

3. Section 6.1(3) isdeleted and replaced in its entirety with thefollowing: "Royalty. During the Term, Store Operator shall pay Stamps.com a
royalty ("Store Operator Royalty") equal to percent (_ %) of Gross Store Revenue from Qualified Referrals existing asof December
31, 2001, whether such Gross Store Revenueis received by Store Operator prior or subsequent to December 31, 2001."

4. Section 6.2 (1) isdeleted and replaced inits entirety with the following: "Bounty. Effective January 1, 2002 and during the remainder of the
Term, Stamps.com shall pay Store Operator: (i) for each New Customer who registers for Stamps.com's Simple Plan
pricing planthrough a direct traceable hypertext link from a promotion on the Store Operator's website located at http://www.OfficeDepot.com
("Store Operator Site") or electronic mail sent by Store Operator; (ii) for each New Customer who registers for
Stamps.com's Power Plan pricing through a direct traceable hypertext link from a promotion on the Store Operator Site;

(i) for each New Customer who registers for Stamps.com'sSimple Plan pricing plan as a direct traceable result of a
promotion in the Store Operator's retail stores; and (iv) for each New Customer who registers for Stamps.com’s Power
Plan pricing plan asa direct traceableresult of a promotion in the Store Operator's retail stores (" Stamps.com Bounty"). Stamps.com reserves
the right to redesign or modify its pricing plansat any time. In the event such modifications

* Portions of this exhibit have been redacted for confidential information.
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materialy affect the Stamps.com Bounty, Stamps.com and Store Operator agree to work together in good faith to create a mutually acceptable
alternative bounty structure."

5. Section 6.2 (3) and thefirst sentence of section 6.5 of the Agreement are deleted in their entirety and Stamps.com hasno further monetary
obligation nor liability to Store Operator pursuant to those sections, except as may be set forth in this Amendment.

6. The second, third, fourthand fifth sentencesof section 6.5 of the Agreement aredeleted in their entirety and replaced with thefollowing:
"All Vouchers, except Vouchers for free promotional postal scales, purchased by Stamps.com after January 1, 2002 and during the Term shall
be purchased at . All Vouchers purchased by Stamps.com after January 1, 2002 shall be used by Stamps.com for promotional
or other purposes, as shall be determined by mutual written agreement of the Parties."

7. The following provision shall be added to the Agreement: " Stamps.com shall supply, or causethird parties to supply, to Store Operator such
guantities of promotional Stamps.com postal scales as may be reasonably requested by Store Operator in order to fulfill ordersfrom
Stamps.com customers who redeem Stamps.com coupons for such Stamps.com postal scales ("Postal Scale Coupon(s)"). Store Operator's
purchase price for such Stamps.com promotional postal scales shall be per promotional postal scale, which amounts shall be payable
to Stamps.com or the third party supplying the postal scale. Stamps.com shall pay to Store Operator in Vouchers for each such
promotional Stamps.com postal scale delivered to a person who redeemsa Postal Scale Coupon. In theevent of failure by Store Operator to
process Postal Scale Coupons, any person who redeems a Postal Scale Coupon by telephone or any means other than online shall be deemed a
Qualified Referral and shall be accounted for as such for purposes of payment by Store Operator pursuant to Section 6.2(1) asamended
hereunder.”

8. Section 8.1 shall be deleted and replaced in its entirety with the following: "Term. This Agreement shall commence on the ----Effective Date
and shall continue in full force and effect until June 9, 2004 (the "Term"), unless earlier terminated pursuant to theterms hereof."

9. Section 8.2 shall be amended to add the following: "Either Party may terminate this Agreement without cause after June 9, 2002 by providing
the other Party with ninety (90) days prior written notice.”

10. Thelast two sentences of Exhibit E. 1. are deleted and replaced withthe following; " Store Operator shall usecommercially reasonable
effortsto comply with thedistribution commitments set forth herein."

* Portions of this exhibit have been redacted for confidentia information.
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11. The second paragraph of section 7 in Exhibit E shall be deleted and replaced with the following: "Store Operator agrees to use
commercially reasonable efforts to update, or correct any inaccuracies in, information provided by Stamps.com to Store Operator for use on the
Online Store, includingwithout limitation pricing and product or service descriptions, within one week of notification by Stamps.com.”

12. In full satisfaction of itsrespective payment obligations arising under the Agreement prior to the date of this Amendment, each Party shall,
no later than the close of business on January __, 2002, pay to the other Party al of its outstanding accounts payable under the Agreement as of
December 31, 2001. For purposes of this section 9, the Parties agree that the outstanding accounts payable as of December 31, 2001 are as
follows: Stamps.com shall pay Store Operator ; and Store Operator shall pay Stamps.com , Which amount includes
compensation to Stamps.com for Qualified Referrals lost due to various technical difficulties at the Store Operator Online Store
between the Effective Date and the date of this Amendment.

13. The following provision shall be added to the Agreement: "Store Operator shall carry existing and future Stamps.com proprietary label,
envelope, postal scale and printer products so long as sales volumes of such proprietary products exceed such minimumvolumes as the Parties
shall negotiate in good faith."

14. Section 3.2 shall be amended to add thefollowing: "Notwithstanding the foregoing, Stamps.com may establish its own online store solely
for the sale of Stamps.com proprietary label, envelope, postal scale and printer products.”

Any capitalized terms used herein and not otherwise defined will have the meaningsgiven to them in the Agreement. Except asprovided in this
Amendment, all of the termsand conditions of the Agreement, as previously amended, will remain in full force and effect. In the event of any
conflict between the termsof the Agreement and the termsand conditions of this Amendment, this Amendment will govern.

* Portions of this exhibit have been redacted for confidential information.
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IN WITNESS WHEREOF, the parties hereto have executed this Amendment.

OFFICE DEPOT, INC. STAMPS.COM, INC.

By:
By:

Nane:
Nane:

* Portions of this exhibit have been redacted for confidential information.
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EXHIBIT 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants, we hereby consent to theincorporation of our reportsincluded in this Form 10-K into the Company's
previoudly filed Registration Statement File Numbers 333-81733, 333-33648 and 333-42764.

/s/ Arthur Andersen
LLP
ARTHUR ANDERSEN LLP

LosAngeles, Cdifornia
March 28, 2002
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EXHIBIT 24.1
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, theundersigned hereby constitutes and appoints Kenneth McBride, histrue and lawful
attorney-in-fact and agent, with full power of substitutionand resubstitution, for him and in his name, place and stead, in any and all capacities,
tosign any and al Annual Reportson Form 10-K, for the year ended December 31, 2001, of Stamps.com Inc., a Delaware corporation, under
the Securities Exchange Act of 1934, asamended, and to filethe same, with exhibits thereto, and other documentsin connection therewith, with
the Securitiesand Exchange Commission, granting unto said attorney-in-fact and agents, full power and authority to do and perform each and
every act and thing requisite or necessary to be done in connection therewith, as fully to al intents and purposes as he might or could doin
person, hereby ratifying and confirming all that said attorney-in-fact and agents, or his substitute or substitutes, may lawfully do or causeto be
done by virtue hereof.

/sl G Bradford Jones

G Bradford Jones
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EXHIBIT 24.2
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, theundersigned hereby constitutes and appoints Kenneth McBride, histrue and lawful
attorney-in-fact and agent, with full power of substitutionand resubstitution, for him and in his name, place and stead, in any and all capacities,
tosign any and al Annual Reportson Form 10-K, for the year ended December 31, 2001, of Stamps.com Inc., a Delaware corporation, under
the Securities Exchange Act of 1934, asamended, and to filethe same, with exhibits thereto, and other documentsin connection therewith, with
the Securitiesand Exchange Commission, granting unto said attorney-in-fact and agents, full power and authority to do and perform each and
every act and thing requisite or necessary to be done in connection therewith, as fully to al intents and purposes as he might or could doin
person, hereby ratifying and confirming all that said attorney-in-fact and agents, or his substitute or substitutes, may lawfully do or causeto be
done by virtue hereof.

/' s/ Mbhan Ananda

Mohan Ananda
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EXHIBIT 24.3
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, theundersigned hereby constitutes and appoints Kenneth McBride, histrue and lawful
attorney-in-fact and agent, with full power of substitutionand resubstitution, for him and in his name, place and stead, in any and all capacities,
tosign any and al Annual Reportson Form 10-K, for the year ended December 31, 2001, of Stamps.com Inc., a Delaware corporation, under
the Securities Exchange Act of 1934, asamended, and to filethe same, with exhibits thereto, and other documentsin connection therewith, with
the Securitiesand Exchange Commission, granting unto said attorney-in-fact and agents, full power and authority to do and perform each and
every act and thing requisite or necessary to be done in connection therewith, as fully to al intents and purposes as he might or could doin
person, hereby ratifying and confirming all that said attorney-in-fact and agents, or his substitute or substitutes, may lawfully do or causeto be
done by virtue hereof.

/sl Jeffrey Brown

Jeffrey Brown
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EXHIBIT 24.4
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, theundersigned hereby constitutes and appoints Kenneth McBride, histrue and lawful
attorney-in-fact and agent, with full power of substitutionand resubstitution, for him and in his name, place and stead, in any and all capacities,
tosign any and al Annual Reportson Form 10-K, for the year ended December 31, 2001, of Stamps.com Inc., a Delaware corporation, under
the Securities Exchange Act of 1934, asamended, and to filethe same, with exhibits thereto, and other documentsin connection therewith, with
the Securitiesand Exchange Commission, granting unto said attorney-in-fact and agents, full power and authority to do and perform each and
every act and thing requisite or necessary to be done in connection therewith, as fully to al intents and purposes as he might or could doin
person, hereby ratifying and confirming all that said attorney-in-fact and agents, or his substitute or substitutes, may lawfully do or causeto be
done by virtue hereof.

/sl Loren Smth

Loren Smth
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EXHIBIT 99.15

Letter of Arthur Andersen Representation

Tothe Securities and Exchange Commission:

Wereceived aletter from Arthur Andersen LLP, dated March 28, 2002, representing that the audit asof and for the year ended December 31,
2001, was subject to their quality control systemfor the U.S. accounting and auditing practice to provide reasonabl e assurance that the
engagement was conducted in compliance with professional standards, that there wasappropriate continuity of Arthur Andersen personnel
working on theaudit and availability of national office consultation. Availability of personnel at foreign affiliates of Arthur Andersenis not
relevant to this audit.

Very truly yours,

/' s/ Ken

McBri de

Ken McBri de
CEO & CFO
March 28, 2002
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End of Filing
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