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KEY POINTS

Circulate™ is a news discovery and social network that is focused on meeting the needs
of both consumers and publishers.

Circulate shifts power from news aggregators by facilitating relationships directly
between consumers and publishers of authoritative information.

Circulate may be likened to a hyperpersonalized news stream that’s more user-
friendly than RSS and more convenient than Google Reader.

Circulate is user-centric.

Circulate is a holistic solution addressing not just the needs of publishers but those of
consumers and advertisers as well.

Circulate is a game-changing solution that enhances the local publisher’s brand,
increases ad CPMs through preference-targeted advertising (local, regional and national),
facilitates payments for premium content, and creates multiple potential future revenue
streams.

NUTSHELL DESCRIPTION

HOW IT WORKS, WHAT IS LOOKS LIKE: It works via a browser add-on that incrementally
learns a user's demographics, interests and preferences while respecting user privacy. It
places a small, expandable bar across the top of the user's screen (the Circulate Bar), in
which it delivers content recommendations and advertising relevant to the user's
profile. Circulate also enables social interactions and can be upgraded over time with a
wide variety of icon-accessible applications. Users surveyed have repeatedly said they
would use such a service that brings content they care about to them.

HOW IT IS DISTRIBUTED: CircLabs is partnering with local news publishers to market
Circulate and therefore anticipates the ability to promote widely and deploy rapidly.
Circulate requires no technical integration on the part of the publisher for basic
deployment.

HOW IT HELPS PUBLISHERS:
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o DRIVES TRAFFIC TO PARTICIPATING SITES: Because Circulate travels with users
(at their option), wherever they go online, it has the potential to drive significant
traffic to participating Web sites, and to share with participating publishers revenue
from targeted advertising served during 100 percent of a user's time online, rather
than the less than 1 percent of Web user time actually spent at newspaper sites. Total
U.S. Web user time spent online, June 2009: 7.9 billion hours; total time spent at newspaper Web site:
45,022,485 hours. All data from Nielsen Online; newspaper data from Nielsen Online via Newspaper Association
of America. (See: http://wwwe.nielsen-online.com/pr/pr 090713.pdf. See also:
http://www.niemanlab.org/2009/08/naanielsen-stats-show-newspapers-own-less-than-1-percent-of-u-s-
online-audience-page-views-time-spent/)

o EXPOSES PUBLISHER'’S BRAND: It also exposes the user's “home base” newspaper
brand wherever the user travels online. Besides the Circulate Bar, CircLabs also
plans deployment of its platform via smartphones and as a start page, and to

provide e-mail and text message alert services.

0 PROVIDES AN AD REVENUE STREAM - SEVERAL POTENTIAL FORMATS:

= TEXT MESSAGE ON UNEXPANDED BAR: The basic ad message on the
unexpanded bar will be a text message.

= DISPLAY FORMATS IN EXPANDED BAR: The bar in expanded mode will
accommodate larger, banner-style ads with interactive features

= PUBLISHER PARTNERS CAN SELL LOCAL ADS: Publisher partners will have
the opportunity to sell advertising, with advertisers specifying their
demographic and geographic targets.

= NATIONAL ADS SOLD ON NETWORK BASIS: CircLabs will sell, or partner
with companies that sell, targeted advertising on the Circulate Bar.

= ALL REVENUE IS SHARED: All advertising revenue will be shared with
participating publishers, through a formula that favors publishers, all the
more so in the case of locally-sold advertising.

= CIRCULATE ENABLES HIGHER-VALUE ADS ON PUBLISHER SITES: In a
future stage, Circulate also plans to develop the ability to transmit data to
enable targeting on partner sites (subject to privacy requirements), so that
partner publishers can benefit from the same preference-targeting ad
capabilities offered within the Circulate Bar.

0 ENABLES CONTENT PAYMENT REVENUE:

= ADVERTISING IS THE BIGGEST OPPORTUNITY: At CircLabs, we are
focused on developing a modern user experience that provides value and
convenience that consumers will pay for. We believe that the potential
revenue from targeted, high-value advertising will exceed that from any
paid-content model for some time to come. As such, Circulate is designed to
greatly boost advertising revenue.

= BUT CIRCULATE ENABLES CONTENT PAYMENTS AS WELL: At the same
time, it is important for publishers to be experimenting with paid-content
models now. Thus we have incorporated a variety of approaches to paid-
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content into our product specification. Over time, and especially as
publishers adjust to produce more unique content, the potential for pay
models will increase. Meanwhile, CircLabs will facilitate the experimentation
necessary for the industry to evolve.

o ADDITIONAL REVENUE OPPORTUNITIES:
® AFFLIATE MARKETING
= LEAD GENERATION
= DIRECT SALES OF PRODUCTS AND SERVICES

®  As Circulate is adopted widely, Circulate may — as a clearly differentiated
commercial service — recommend products and services along with news
and information. Because users will have learned to trust the system to make
useful content recommendations, many will choose to accept commercial
content recommendations as well, with a priority on interactive content such
as surveys, videos, coupons, affiliate marketing and lead generation.

ABOUT CIRCLABS INC.

= INCUBATION AT RJI: CircLabs Inc. is a for-profit Delaware C corporation, based in Palo
Alto, California. The company was incubated at the Donald W. Reynolds Journalism
Institute (RJI) at the University of Missouri in collaboration with Bill Densmore, a Reynolds
Fellow for the 2008-2009 academic year.

=  ASSOCIATED PRESS INVESTMENT: CircLabs has significant support from The Associated
Press, which has invested in the company and contributed technical collaboration and
access to its database during the development and testing phase. The strategic partnership
aims to provide member newspapers with a user-centric mechanism for distributing
journalistic content that both increases user engagement and does not depend on referrals
from search engines.

=  PRINCIPALS: Bill Densmore, Jeff Vander Clute, Martin Langeveld and Joe Bergeron (bios
appended)

=  FUNDING: CircLabs has received incubation funding from R]I, has raised approximately
$750,000 in funding from industry sources and private individuals, and has begun the
process of raising a much larger round of funding to coincide with the launch of Circulate in
the first quarter of 2010.

PRODUCT DETAILS:

= MARKETING: Circulate will be marketed to the public in conjunction with our publisher
partners. CircLabs will create marketing campaigns that include promotion of Circulate in
print, on Web sites, in search advertising, on social media, radio, television, cable, outdoor
and direct mail. The intention of this marketing campaign is for consumers to learn about
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Circulate via their preferred local newspaper, which we refer to as the “home-base
newspaper.”

= INSTALLATION: Consumers will go to a designated Circulate Web site (potentially referred
there via the site of their home-base newspaper) and will download software that self-
installs the Circulate Bar into their browser. We anticipate being able to install Circulate
within multiple versions of Internet Explorer, Firefox, Safari and Chrome.

=  PROFILE: Upon installation, Circulate queries the consumer for some basic demographic
information (age, gender, location), and asks whether the consumer has any content
preferences for Circulate to take into account when recommending content.

0 SOCIAL ID INTEGRATION: Consumers will be able to link with their Facebook and
other social-networking accounts in order to quickly populate their Circulate
profiles.

= APPEARANCE: The Circulate Bar then appears in the consumer’s browser window — not
as part of the browser frame, but in the content area, as a narrow band across the top with:

0 BRANDING: Within the bar, the consumer will see a Circulate brand icon, one or
more content recommendations or alerts, and the brand logo or icon of their home-
base publisher (for example, a newspaper logo).

0 RESOURCE LINKSAs well, there will be words or icons linking to the consumer’s
profile, social interactivity resources, and other functionality. The home-base logo or
icon is always hyperlinked to the Web site of the home-base publisher.

0 NO CHANGE TO UNDERLYING PAGE: The appearance of the underlying page is not
altered, but it is pushed down in the browser window by the depth of the bar.

® CONTROL: The bar is always under the user’s control. Optionally, it is always visible and
provides a stream of content recommendations based on the consumer’s expressed
preferences and demographics. If the user prefers, Circulate will appear periodically with
notifications of newly available content. In both cases, Circulate is always on and ready to
engage the user.

= CONTENT RECOMMENDATIONS: Content recommendation links in the bar will be
derived, initially, from the Associated Press Exchange database. The AP database is ideally-
suited for this purpose because it is robustly keyworded and indexed, facilitating the
matching of content with consumer preferences.

0 ADDITIONAL CONTENT SOURCES: Over time, additional content sources, including
other newspaper content, will be added to Circulate’s content resources. Circulate
will not be limited to newspaper content; after initial deployment via newspaper
partners, it will expand to include high-quality material from content creators and
owners such as magazines, public broadcasters, cable networks, online news
publishers and content archives.

0 FOCUS ON JOURNALISM: Because CircLabs is driven by a vision of sustaining
quality journalism, and is backed by the oldest and largest journalism school in the
U.S., it will maintain an overall focus on journalistic content, broadly defined.
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= PREFERRED CONTENT: Circulate’s recommendations will give preference to the content
of participating publishers, and the content recommendations served to individual
consumers will give preference to their home-base publishers. This will be done by means
of weighting algorithms but will also result from the consumer’s expressed preferences and
demographics which will tend to include preferences for local content.

=  PROFILE ENHANCEMENT: Over time, Circulate will “learn” more about the consumer and
will build a more detailed profile. It can do this in part from analysis of the consumer’s
browser activity, but also by occasionally requesting additional information from the user.
For example, it may ask whether a certain interest or preference should be added to the
profile, based on sites the consumer has recently visited. Consumers can also access their
profile and add, delete or modify information as they wish in order to receive improved
recommendations or to reflect changes in their interests over time.

=  PRIVACY: Consumers will have strict, absolute control over the personal information that
is gathered by Circulate both as expressed demographics, interest and preferences, and as
assumed interests derived from browser activity. Consumers will have the options to: (a)
download Circulate and share no information with it; (b) instruct Circulate not to monitor
browser activity; (c) access and review their profile information at any time, and (d)
modify or delete any or all of their profile information at any time. CircLabs will not share
user-identifiable profile information at any time with any third parties, including publisher
partners, without the consumer’s express permission.

= PREMIUM CONTENT: Circulate will be able to recommend premium content to consumers,
and enable access to it, in various ways. CircLabs anticipates working with publishers
directly to discover the best ways of doing this. It will also conduct surveys of consumers
and analyze consumer behavior during its beta deployment phase, anticipated in the fall of
20009. Circulate will incorporate the following payment-related features:

0 A system of registering consumers for access to individual publisher sites or groups
of sites

A transaction system to receive payments

A subscription fulfillment mechanism to control access to content accessible by
subscription only

A system for controlling access to content accessible on a per-item basis
A microaccounting system to track payments due to various content providers

A means to structure “mixed access” — in which readers are encouraged to register
and are granted access to a pre-set number of pages before being required to pay for
additional access

O A means to structure tiered pricing, in which a variety of price levels enable access
to premium content, including niche content that has high value to limited numbers
of consumers

0 Reverse payments, in which “the meter runs backward” — small payments or
credits to consumers, which they earn through various interactive engagements
such as participating in a survey or watching an advertiser video
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= BAR EXPANSION: At times, when the consumer indicates interest in a recommendation or
question delivered by the Circulate Bar, the bar may expand to a greater depth to show
additional content and features, including:

O Multiple content recommendations or an expanded content description

0 Social networking features including conversations on the topic being
recommended, as well as the ability to comment on the topic or send links to
friends.

O More prominent contextual advertising with interactive potential. (See Advertising,
below.) Interactivity with advertising may include: expand the ad to a larger view,
participate in a survey, watch a video, sign up for an e-mail list, request more
information, or make a purchase. Because the consumer has already expanded the
bar as an indication of interest, this advertising position will be a high-response,
high-value proposition engaging consumers at a particularly receptive moment.

O As usual the home-base publisher brand and other standard Circulate Bar features
remain in place during expansion of the bar.

= ADDITIONAL PLATFORMS: After consumer deployment of Circulate as a browser add-on,
CircLabs plans to build versions for deployment as smartphone apps, as a browser start
page and in the form of e-mail and text-message alerts.

= ENHANCEMENTS: The Circulate Bar, in theory, is infinitely enhanceable. Once installed,
like other forms of downloaded software, the bar may be updated from time to time with
additional features. Some updates may be automatic while others will be available at the
consumer’s option. The latter category can include icon-accessible applications similar to
smartphone apps, which consumers can choose from a menu and add to their Circulate Bar.
Expansion functionality may include such things as:

0 Per-item purchases of music, videos, games, merchandise, etc.
0 Access to contribution-model functions such as Kachingle

0 Search

0 Games

= REVENUE PROJECTIONS: CircLabs has calculated that once fully developed and widely
deployed, the Circulate Bar will generate from all sources about $7.80 per consumer per
month in incremental publisher revenue. For a 100,000-circulation newspaper, with 10
percent of subscriber-base households adopting Circulate, this means additional annual
revenue of more than $900,000.

PRODUCT CAPABILITIES

= MEETS NAA STANDARDS: Circulate meets or exceeds all of the technical and functional
capabilities listed by the Newspaper Association of America’s Pain Content Task Force in its
Request for Information for vendors offering premium content services to newspapers.

PLANNED ENHANCEMENTS & TIMETABLE

CONFIDENTIALITY / USE STATEMENT - This document is copyright, 2009, CircLabs Inc. All rights reserved. The language and
ideas herein are confidential and should not be disclosed or transmitted by the recipient without the permission of CircLabs.



The target timeline for the development of Circulate is as follows:

Dec. 2008 - June 2009: Conceptual work on Circulate at University of Missouri’s Donald
W. Reynolds Journalism Institute

June 16, 2009: CircLabs, Inc. is incorporated.

July 1, 2009: Software development begins.

July 1, 20009: Marketing to newspaper publishers begins.

Aug. 1, 2009: Completion of seed round funding

July-Oct. 2009: Collaboration with publisher partners in design of product,
consumer marketing and beta testing

Nov.-Jan. 2009: Beta testing and refinement of Circulate product software

Q1 2010: Initial consumer rollout via newspaper publisher partners

Planned enhancements: As laid out in Section 3, Product Description, above, CircLabs
envisions a basic deployment in early 2010, with staged enhancements approximately as

follows:

Jan. 2010: Deployment of Circulate with publisher branding, content
recommendations, social functionality, and transactional
capability for subscriptions and per-item content payments

April 2010: Addition of basic contextual advertising to the Circulate Bar,
including the option for local publisher advertising sales

July 2010: Addition of expanded, interactive advertising features

Sept. 2010: Addition of affiliate-marketing and lead-generation revenue

streams

Sept. 2010 - Dec. 2011: Addition of various further enhancements (described above in
Section 3(m), Enhancements), potentially including user-selected,
icon-accessible applications like search, games, contributions and
purchases

CONTACTS, BIOS OF CIRCLABS PRINCIPALS

Jeffrey Vander Clute President jeff@circlabs.com (310) 720-0812
Martin Langeveld Executive VP martin@circlabs.com (802) 254-2407
Bill Densmore Co-founder bill@circlabs.com (617) 448-6600

JEFF VANDER CLUTE, PRESIDENT: Jeffis an Internet social-networking and database engineer
and business-development executive. He has written software for Web 1.0, 2.0 and 3.0, and has
extensive experience with search engines, large-scale databases and other technologies
fundamental to media. Jeff is a consultant to the Donald W. Reynolds Journalism Institute at the
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Missouri School of Journalism and technology lead on its Information Valet Project. He co-founded
Avanoo, Inc., where he developed several notable social media and social networking applications.
His background also includes work as principal developer of one of the Internet's first mass-
market social media sites, Tripod; global operations manager of international business
development for Lycos products; and VP of information systems of Eziba, an e-commerce site that
sold fair-trade craft objects in partnership with Amazon.com. Jeff graduated summa cum laude
from Williams College with a B.A. degree in mathematics.

MARTIN LANGEVELD, EXECUTIVE VICE PRESIDENT: Martin spent 30 years in the newspaper
business, 13 of them as publisher at The Berkshire Eagle in Pittsfield, Mass., the Transcript in
North Adams, Mass. and the Reformer in Brattleboro, Vt. He also was executive vice president and
director of interactive media for New England Newspapers, Inc., a four-daily cluster which is part
of Denver-based MediaNews Group Inc. Along the way, he handled a number of mergers,
acquisitions and sales of newspapers; led strategic planning teams; and led the launch,
development and transformation of a variety of newspaper products. Martin has served on a
variety of non-profit boards, as director and treasurer of the Massachusetts Newspaper Publishers
Association, and as a board member of the National Newspaper Association. He is a graduate of
Massachusetts Institute of Technology and has a graduate degree from the Cornell School of Hotel
Administration. (He and his wife ran a country inn in the Berkshires for several years in the 1970s,
but they “got it out of their systems once Martin smelled printer's ink.”) He left the Reformer in
April, 2008 to focus on opportunities in new media, and launched his blog, News After
Newspapers, a few months later. He moved his blogging home base to Harvard University's
Nieman Journalism Lab in January, 2009.

JOE BERGERON, VICE PRESIDENT, PRODUCT DEVELOPMENT: Joe's experience spans
developing financial transaction processing systems, retail systems, web-based consumer
applications and business process infrastructures. Beyond software engineering, Joe has also led
team development, strategic partnership, technical sales and brand development efforts. As a
member of JAND China, Joe was an advisor and interim manager to technology and retail startups,
multinational corporations and non-profits operating in Mainland China. While with JAND, Joe also
created gubb (gubb.net), a consumer Web application that helps people manage all kinds of lists
online. Gubb was acquired by CrowdFunder, Inc. in 2008. Previously, Joe was a member of the
founding management team at Peppercoin, a market-leading payments software company that
addressed the “micro” and “small” payment markets. Chockstone, Inc. acquired Peppercoin in
2007.1In 2004, Red Herring honored Peppercoin as one of the Top 100 Private Companies and the
Massachusetts Institute of Technology (MIT) nominated Joe for the Technology Review 100, an
award recognizing “the 100 most remarkable technology innovators under 35.” Joe earned dual
degrees from Williams College with research honors in Computer Science and Economics.

BILL DENSMORE, CO-FOUNDER: From September 2008 until May 2009, Bill served as a
Reynolds Fellow and has continued as a consultant at the University of Missouri's Donald W.
Reynolds Journalism Institute working on The Information Valet Project. He is also director/editor
of the Media Giraffe Project at the University of Massachusetts-Amherst, and the New England
News Forum. A career journalist, he has been an editor/writer for The Associated Press, for trade
publications in business, law and insurance; and has freelanced for general circulation dailies
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including the Boston Globe. In 1993, after nine years owning and publishing weeklies in Berkshire
County, Mass., Bill formed what became Clickshare Service Corp., which provides user registration,
authentication and transaction-handling for Internet Web content. Bill has also served as
advertising director for a small, group-owned daily; and as an interim director of the not-for-profit
Hancock Shaker Village. He has taught and lectured in journalism at Massachusetts College of
Liberal Arts, in North Adams, Mass., and was a director of the Action Coalition for Media
Education. Densmore Associates develops partner and other business strategies for independent
media and print publishers, including newspapers and NewsTrust, an initiative to create a
consumer news-recommendation service. Bill holds a bachelor's degree in environmental policy
and communications from the University of Massachusetts-Amherst.
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Appendix B: Circulate Use Cases & Visuals

The following diagrams are schematics only. They are not intended to represent the final user
interface, which will be professionally designed based on extensive user interface and user experience
testing.

John is a fictional divorced 45-year-old print subscriber to the Albany Times-Union whose
interests include college football and online dating. Most of John’s Web browsing is spent on sites
such as eHarmony, ESPN.com, and Facebook. Occasionally, he checks for national and
international news on CNN.com and for local news on the Times-Union Web site. He estimates that
about 1-2% of his time is spent on online news sites.

Use Case 1: John responds to an email invitation to Circulate.

1. John receives an email or letter from the Times-Union promoting Circulate, a convenient
and free new service that brings authoritative journalism and social interactions to him.

2. He clicks to sign up. While registering for Circulate, he provides a small amount of basic
information about himself, namely his gender, age, zip code, and his passion for football.

3. He completes the registration process, at which point a simple browser add-on is installed
on his computer.

4. The next time John is on ESPN.com, Circulate discovers in the AP Exchange database a
current feature article on a SUNY Albany football player.

Diagram 1: Circulate discovers content.
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Circulate notifies John that it has found content for him by inserting a thin bar immediately above
the page. If John clicks on the “Football!” link or the green circle, the bar expands to show the
content found by Circulate. He may also click the red circle to hide the bar.
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Diagram 2: Circulate sends users to newspaper content and interactivity.
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Once John chooses to view the content offered through Circulate, the Circulate Bar expands to
show headlines, a link to a trending topic on Twitter, a way to engage in conversations related to
football, an interactive advertisement and a logo for the Times-Union.

5.

6.

7.

10.

11.

12.

A notification appears at the top of the ESPN.com page inviting John to take a look at this
piece of local related content matching his stated preferences.

He clicks through to the Web site of the Times-Union. In the process, Circulate has driven
traffic to the Times-Union.

John reads the article and decides to share it with all of his friends on Facebook via
Circulate. He also clicks “Tweet this!” and a link to the article is instantly posted on Twitter
under his account.

While he is on the Times-Union Web site, Circulate takes the opportunity to show John links
to related content on TimesUnion.com. In the process, Circulate increases the number of
page views and the amount of time spent on the Web site.

Later, Circulate presents John with links to archived articles on football in the AP Exchange
database. This content requires a subscription. John is passionate about football and
decides to pay $3 per month for unlimited access to an archive of all premium-designated
content, which is handled through the AP Exchange database.

Realizing that Circulate is pretty smart, he decides to add “weddings” to his list of interests.
He will be able to remove this later.

While killing time on Facebook, John is presented with a notification that his new girlfriend
just tweeted about him on Twitter. Along with the notification, he sees an ad for a new
dating service.

Because Circulate knows a few things about John, it gets paid more money for a click on the
dating service than if the ad were on a newspaper Web site. Circulate shares most of this
additional revenue with the Times-Union to reward the paper for bringing John to the
service.

Use Case 2: John sees the Circulate Bar - even though he does not yet have the add-on himself -
on a participating publisher’s Web site and decides to sign up.
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1. John visits the Times-Union Web site and notices an appealing and enticing bar above the
page.

Diagram 3: Circulate can be deployed on publisher sites to market itself.
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The Times-Union is a participating publisher member of Circulate. Upon visiting the Web site, John
encounters an appealing and enticing opportunity to sign up for Circulate. Note that he sees the
Circulate Bar even though he does not yet have the browser add-on. This is because the Times-
Union has chosen to include a single line of JavaScript in the master page template (a five-minute
integration task), which enables Circulate on TimesUnion.com for everyone. This is particularly
helpful in accelerating adoption of the service.

2. John clicks to learn more about how the “Web just got a lot smarter” and is presented with
the opportunity to sign up for Circulate.
3. The rest proceeds as in the previous use case.
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Appendix C: Projected publisher revenue share

1. How one Circulate user enhances publisher revenue:

One Circulate user will view 1,800 Circulate-enhanced page views per month (based on
2,400 average monthly at-home page views per U.S. Web user, according to Nielsen Online,
with Circulate in “on” status 75% of the time).

Circulate will make 5,400 content recommendations on those 1,800 page views (3
recommendations, on average, per page).

This results in 108 incremental publisher page views, producing $2.16 in incremental
publisher revenue (at a 2 percent clickthrough rate and $20 page CPM).

Advertising on the Circulate Bar itself yields $5.40 in publisher revenue (at a CPM of $5 and
a 60 percent publisher share).

Subscription revenue can add another $2.40 (if the Circulate user subscribes at $4 per
month, with a 60 percent publisher share).

Total publisher revenue from the average Circulate Bar user: $7.80 per month (assuming
10 percent of users become subscribers at $4/mo.).

2. How Circulate enhances publisher revenue at newspapers of different sizes

These revenue figures are based on the above per-user scenario with 10 percent paid subscription
rate, and assume an active Circulate user base equal to 10 percent of paid print circulation:

PAID CIRCULATION ACTIVE CIRCULATE USERS ANNUAL PUBLISHER REVENUE
10,000 1,000 $93,600
20,000 2,000 $187,200
30,000 3,000 $280,800
50,000 5,000 $468,000
75,000 7,500 $702,000
100,000 10,000 $936,000
150,000 15,000 $1,404,000
200,000 20,000 $1,872,000
250,000 25,000 $2,340,000

Note: These projections exclude estimates of revenue from affiliate marketing, lead generation,
transmission of profile information to allow targeting of ads on participating publisher Web sites,
publisher share of sales revenue from icon-accessible apps placed on the Circulate Bar, direct
merchandise sales or other future revenue-generating enhancements.
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