UNI TED STATES DI STRI CT COURT
SOQUTHERN DI STRI CT OF NEW YORK

M CHAEL McKAY, on behal f :
of hinself and all others : 01 Gv. 3360 (GBD
simlarly situated, X

Plaintiff, . CLASS ACTI ON COVPLAI NT
- agai nst - . JURY TRI AL DEMANDED

AUTONEB. COM | NC., DEAN A

DeBl ASE, FARHANG ZANMANI, PAYAM
ZAMANI, MARK N. DI KER, JAY C.

HOAG, IVARK R RGSS, PETER S.
SEALEY, CREDI T SU SSE FI RST B%TO\I
CORPORATI ON, BANCBOSTON ROBERTSON
STEPHENS, | NC., MORGAN STANLEY
DEAN WTTER & CO., INC. and
SALOMON SM TH BARNEY, | NC.,

Def endant s.

Plaintiff, by and through by his attorneys, as
and for his Class Action Conplaint, alleges upon personal
know edge as to his own acts and as to all other matters

upon information and belief based upon, inter alia, the

investigation made by and through his attorneys, which
investigation included, anmong other things, a review of
reports filed by Autoweb.com Inc. (“Autoweb.conf or “the
Conpany”) wth the Securities and Exchange Comm ssion or
dissemnated to Autoweb.comis shareholders (including
wi t hout limtation, Form 10-K's, Form 10-Q@ s, pr oxy

st atenents, Quarterly Reports to Shar ehol der s, t he



Prospectus and Registration Statenent dated March 22, 1999,
(the “Prospectus”) publ i shed reports, news articles,
publicly available information concerning the daily prices
and trading volunme of Aut oweb. comis securities and
interviews as foll ows:

JURI SDI CT1 ON AND VENUE

1. The clainms asserted herein arise under and
pursuant to Sections 11, 12 and 15 of the Securities Act of
1933 (the "Securities Act") 15 U S.C. 8% 77k, 771(2) and
770 and Sections 10(b) and 20(a) of the Exchange Act 15
US C 88 78j(b) and 78t(a) and Rule 10b-5 promnul gated
thereunder by the Securities and Exchange Conmm ssion 17
C. F. R 8240. 10b-5.

2. This Court has jurisdiction over the
subject matter of this action pursuant to 28 U S.C. 8§ 1331
and 1337, Section 22 of the Securities Act 15 U S.C. § 77v,
and Section 27 of the Exchange Act 15 U. S.C. § 78aa.

3. Venue is proper in this district because
many of the material acts and injuries alleged herein
occurred within the Southern District of New York. Such
acts include practices and conduct violative of the
Securities Act, including the preparation and di ssem nation
in this judicial district of the Prospectus and

Regi stration Statenment dated March 22, 1999 and annual and



quarterly reports to sharehol ders of defendant Autoweb.com
whi ch docunents were nmaterially false and m sleading,
during the Cdass Period (including the trading of
Aut oweb. com stock based upon m sleading information). In
addition, Credit Suisse First Boston Corporation, Mrgan
Stanley Dean Wtter & Co., Inc. and Salonon Snmith Barney,
Inc. maintain their headquarters in New York.

4. In connection with the acts, conduct, and
ot her wrongs conpl ained of herein, the defendants, directly
and indirectly, wused the neans and instrunentalities of
interstate conmerce, including the mai | s, t el ephone

communi cations and the facilities of interstate conmnerce.

THE PARTI ES

5. Plaintiff purchased shares of Autoweb.com
as set forth nore fully on Schedule A and has been damaged
t her eby.

6. Def endant Autoweb.com Inc. is a Del aware
corporation whose principal place of business is |ocated at
3270 Jay Street, Santa Cdara, California. Aut oweb. com

described itself in its |IPO prospectus as a |eading
consuner autonotive Internet service’, with a website that

“enables consuners to conveniently purchase autonotive-



related products and services such as insurance and
fi nanci ng.”

7. Def endant Dean A. DeBiase has served as
Chi ef Executive O ficer and a director of Autoweb.com since
Decenber 1998 and Chairman of the Board of Directors since
August 1999. He also served as President from Decenber
1998 to Novenber 1999. As of April 12, 2000, DeBiase
beneficially owed or controlled 1,630,476 shares, or 5.94
percent, of Autoweb.coni s common stock.

8. Def endant Farhang Zamani is a co-founder
of Autoweb.com and served as a director from October 1995
through the date of the Autoweb.com IPO. He al so served as
Chai rman of the Board of Directors since October 1995 until
August  1999. As of April 12, 2000, Farhang Zamani
beneficially owned or controlled 1,414,679 shares, or 5.36
percent, of Autoweb.con s conmmopn stock.

9. Def endant Payam Zanmani is a co-founder of
Aut oweb. com and served as a director from October 1995
through the date of the Autoweb.com |PO He had also
served as President and Chief Executive Oficer from
Cctober 1998 to Decenber 1998 and in various other
managenent capacities. As of April 12, 2000, Payam Zamani
beneficially owed or controlled 2,321,430 shares, or 8.79

percent, of Autoweb.conis common stock.



10. Def endant Mark N. Diker has served as a
director of Autoweb.com since June 1997.

11. Def endant Jay C. Hoag has served as a
director of Autoweb.com since May 1998. As of April 12,
2000, Hoag Dbeneficially owned or controlled 2,929,608
shares, or 11.09 percent, of Autoweb.com s comon st ock.

12. Defendant Mark R Ross has served as a
director of Autoweb.com since July 1996. As of April 12
2000, Ross beneficially owned or controlled 2,191,251
shares, or 8.30 percent, of Autoweb.coni s common stock.

13. Def endant Peter S. Seal ey has served as a
director of Autoweb.com since February 1999. As of Apri
12, 2000, Sealey beneficially owned or controlled 19, 688
shares, or less than 1.00 percent, of Autoweb.com conmon
st ock.

14. Defendant Credit  Suisse First Bost on
Corporation (“Credit Suisse”) is an international brokerage
and investnent banking firm with its principal offices
| ocated at 11 Madi son Avenue, New York, New YorKk. Credit
Suisse was a lead underwiter of the Autoweb.com initia
public offering of 5,000,000 shares of conmmobn stock at
$14. 00 per share pursuant to a Prospectus and Registration
Statenent dated March 22, 1999 (the “Ofering”). Credit

Sui sse substantially participated in the conmm ssion of the



wongs alleged herein through its involvenent in the
Ofering of Autoweb.com shares to the public. Credit
Sui sse, as a |ead underwiter, received substantial fees in
conjunction with the O fering.

15. Def endant BancBoston Robertson Stephens,
Inc. (“BancBoston”) is an international brokerage and
i nvestnent banking firmwth its principal offices |ocated
at 100 Federal Street, Boston, Massachusetts. BancBost on
was a lead wunderwiter of the Ofering. BancBost on
substantially participated in the comm ssion of the wongs
all eged herein through its involvenent in the Ofering of
Aut oweb. com shares to the public. BancBoston, as a |ead

underwriter, received substantial fees in conjunction with

the O fering.
16. Def endant Morgan Stanley Dean Wtter &
Co., Incorporated (“Mdxrgan”) is an international brokerage

and investnment banking firm with its principal offices
| ocated at 1585 Broadway, New York, New York. Mor gan was
an underwiter, but not a Jlead wunderwiter, of the
Ofering, and substantially participated in the wongs
al l eged herein through their involvenent in the Ofering of
Aut oweb. com shares to the public. Morgan received

substantial fees in conjunction with the O fering.



17. Def endant Salonon Smith Barney, I nc.
(“Sal onon”) is an international brokerage and investnent
banking firmwith its principal offices located at 7 Wrld
Trade Center, New York, New York. Sal onon  was an
underwriter, but not a lead underwiter, of the Ofering,
and substantially participated in the wongs alleged herein
through their involvenment in the Ofering of Autoweb.com
shares to the public. Salonon received substantial fees in
conjunction with the O fering.

18. Def endant s Credit Sui sse, BancBost on,
Morgan and Sal onon are collectively referred to herein as
the “Underwriter Defendants.”

19. Def endants DeBi ase, Farhang Zamani, Payam
Zamani, Diker, Hoag, Ross and Sealey are collectively
referred to herein as the “Individual Defendants.”

20. Each of the defendants owed to the
purchasers of the Conpany’ s stock, including plaintiff, the
duty to make a reasonable and diligent investigation of the
statenents contained in the Prospectus, the Conpany’s
fi nanci al statenents and press rel eases and in
conversations wth sharehol ders. This duty included
insuring that the statements contained therein were true
and that there were no om ssions of material fact required

to be stated in order to make the statenents contained in



such not m sl eading. As alleged herein, each defendant
violated those specific duties and obligations and
knowi ngly, or with reckless disregard, issued and caused to
be issued false and m sleading statenments concerning the
Company’s initial public offering.

21. Def endants had a duty to dissen nate
pronptly accurate and truthful information with respect to
Aut oweb.coms initial public offering or to cause and
direct that such information be dissem nated and to correct
pronptly any previously dissem nated information that was
incorrect or materially m sl eading. Def endants’ failure to
do so caused the price of Autoweb.com comon stock to be
artificially inflated.

22. The 1 ndi vi dual Def endant s, because of
their managerial and/or board positions with the Conpany,
controlled the <contents of all public statenents and
filings including quarterly and annual reports and press
rel eases. Each of the Individual Defendants was provided
with or had unlimted access to copies of the reports and
press releases alleged herein to be materially false and/or
m sleading prior to or shortly after issuance and had the
ability to either prevent their issuance or cause them to
be corrected. The |Individual Defendants, by virtue of

their positions, had access to material inside infornmation



available to them but not to the public and each individual
def endant knew or recklessly disregarded the adverse facts
specified herein and did not disclose them Therefore, the
I ndi vidual Defendants are responsible for these releases
under the “group publication” doctrine. Moreover, all the
I ndi vi dual Def endants signed the Prospectus.

23. Each of the Individual Defendants is
liable to plaintiff as a primary violator and as a contro
person pursuant to Section 15 of the Securities Act and

Section 20 of the Exchange Act.

CLASS ACTI ON ALLEGATI ONS

24. This action is brought as a class action
pursuant to Rule 23(a) and 23(b) (3) of the Federal Rules
of Civil Procedure, on behalf of plaintiff and all persons
and entities who purchased, converted, exchanged, or
ot herwi se acquired the common stock of Autoweb.com fromthe
effectiveness of the Ofering on Mirch 22, 1999 through
April 18, 2001, both dates inclusive (the “Class Period”).
Excluded from the class are defendants herein, mnenbers of
the inmmediate famly of the defendants, any entity in which
any of the defendants has a controlling interest, and the
| egal representatives, heirs, successors or assigns of any

of the defendants.



25. This action is properly maintainable as a
class action for the follow ng reasons:

(a) The Cdass is so nunerous that joinder
of all nenbers is inpracticable. Aut oweb. comi's common
stock has been actively traded during the Class Period on
t he NASDAQ Nati onal Mar ket , an ef ficient mar ket .
Def endants sold 5 mllion shares of the Conpany’ s common
stock in the Ofering. As a result, it is believed that
there are at |east hundreds of nenbers of the C ass |ocated
t hroughout the United States.

(b) There are common questions of |aw and
fact involved herein which predom nate over any questions
affecting only individual nenbers of the d ass. These
common questions of |aw and fact include:

(1) et her the federal securities
| aws were viol ated by defendants’ acts as alleged herein;

(ii) Whether the Prospectus, Registra-
tion Statenent, docunents, filings, releases and statenents
di ssem nated by defendants to the investing public in
connection with the Ofering omtted and/or m srepresented
material facts about the Autoweb.com O fering; and

(ti1) The extent of injuries sustained
by nmenbers of the Class and the appropriate neasure of

damages.
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(c) Plaintiff’s clains are typical of the
claims of the other nenbers of the d ass. The danages
suffered by plaintiff and all other Cass nenbers arise
from and were caused by the sane violations and course of
conduct . Plaintiff does not have interests antagonistic
to, or in conflict with, the C ass.

(d) Plaintiff wll fairly and adequately
protect the interests of the nenbers of the Cass and has
retained conpetent counsel experienced in <class and
securities litigation to vigorously prosecute this action.

(e) A class action is superior to other
avai lable nethods for the fair and efficient adjudication
of this controversy. Plaintiff knows of no difficulty to
be encountered in the nanagenent of this action that would
preclude its nmaintenance as a class action. Furt her nor e,
since the damages suffered by individual nenbers of the
Class may be relatively small, the expense and burden of
individual litigation make it inpracticable for the nenbers
of the Class to seek redress individually for the wongs
t hey have suffered.

(f) The nanes and addresses of the record
purchasers of Autoweb.com common stock pursuant to the |PO
are available from Autoweb.com its agents, and the

underwriters who distributed Autoweb.com conmmpbn stock in

11



the 1PO Notice can be provided to Class nenbers via a
conbi nati on of published notice and first class nmail using
techni ques and forns of notice simlar to those custonmarily
used in class actions arising under the federal securities
| aws.

26. Plaintiff wll rely, in part, upon the
presunption of reliance established by the fraud-on-the-
mar ket doctrine in that:

(a) defendants made public m srepresent-
ations during the C ass Period, as alleged herein;

(b) the msrepresentations were material;

(c) shares of Autoweb.com securities were
traded on a devel oped national stock exchange, nanely the
NASDAQ Nati onal Market, which is an efficient market within
the nmeaning of that termin the context utilized herein;

(d) plaintiff and the other nenbers of the
Class purchased their Autoweb.com securities between the
time defendants made the representations and the tinme the
truth was revealed, and nmade such purchases w thout
know edge of the falsity of the m srepresentations.

27. Based upon the foregoing, plaintiff is
entitled to a presunption of reliance upon the integrity of

the market with respect to the om ssions alleged herein.
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VIRONGFUL  COURSE  OF  CONDUCT

28. The Prospectus cover stated, in relevant
part:

PRI CE TO UNDERWRI TI NG PROCEEDS

PUBLI C DI SCOUNTS AND TO

COW SSI ONS COVPANY

Per Share $14.00 $0. 98 $13. 02
Tot al $70, 000, 000 $4, 900, 000 $63, 798, 000!

29. Therefore, according to the Prospectus,

the underwiting group was to receive a com ssion of $0.98
per share, or a total of $4,900,000, based on the spread
between the per share proceeds to Autoweb.com and the
selling sharehol ders ($13.02) and the Ofering price to the
public ($14.00 per share). Pursuant to the Prospectus and
an Underwiting Agreenent dated March 22, 1999, annexed as
Exhibit 1.01 to the Registration Statenent, Autoweb.com and
the selling shareholders agreed to sell the underwiters
10, 000,000 shares in connection with the Ofering wth
Credit Suisse receiving 1,861,800 shares, BancBost on
receiving 1,016,500 shares, Mrgan receiving 60,000 shares
and Sal onon receiving 60,000 shares. The remaining shares

were offered and sold to the other nenbers of the

! The 1 PO provided for 100,000 shares to be offered by selling

shar ehol der def endants Farhang Zamani (75,000 shares) and Payam Zanan
(25,000 shares) through the PO underwiters, resulting in net proceeds
to the selling sharehol ders of $1, 302, 000.

13



underwriting group, less: a) a total not to exceed 5
percent of the conmmon stock offered that was reserved for
sale to certain Autoweb.com custoners, partners and
busi ness associates; and b) up to $3 nillion of commoDn
stock offered in the Ofering for entities associated with
Technol ogy Crossover Ventures, a pre-IPO investor in
Aut oweb. com of which defendant and Autoweb.com director
Hoag was a General Partner at the tinme of the Ofering.

30. Regarding the selling price of the shares
and the underwiting discounts and commr ssions, t he
Prospectus al so st at ed:

The underwriters propose to offer the

shares of common stock initially at the

public offering price on the cover page of

this prospectus and to the selling group

menbers at that price |less a concession of

$0.59 per share. The underwiters and the

selling group nenbers may allow a di scount

of $0.10 per share on sales to other

br oker/ deal ers. After the initial public

offering, the public offering price and

concession and discount to dealers may be
changed by the representati ves.

31. The Prospectus further stated:

The underwriters have inforned us that
they do not expect discretionary sales to

exceed 5% of the shares of commpbn stock
bei ng of fered.

32. The Prospectus further stated:

14



The wunderwiters intend to reserve for
sale, at the initial public offering price,
a certain nunber of shares of compbn stock
(not to exceed 5% of the total nunber of

shares offered in this offering) for
Aut oweb. com s cust oners, partners and
busi ness associ at es. In addition, the

underwriters nmay reserve, at the initial
public offering price, up to $3 mllion of
common stock offered in this offering for

entities affiliated W th Technol ogy
Cr ossover Vent ur es, al | of which are
exi sting stockholders ... As a result, the

nunmber of shares of commobn stock avail able
for sale to the general public in the

offering will be reduced to the extent such
persons purchase the reserved shares. Any
reserved shares not so purchased wll be

offered by the underwiters to the general
public on the sane ternms as the other
shares.

33. Unbeknownst to investors, and contrary to
the representations on the cover page of the Prospectus and
other related statenments in the Prospectus set forth above,
t he Underwri ter Def endant s solicited and recei ved
additional, excessive and undisclosed commssions from
certain investors in exchange for which it allocated to
those investors substantial blocks of the Autoweb.com
shares issued in connection with the Ofering.

34. The additional, excessive and undisclosed
commi ssions were paid by, anong other neans, the foll ow ng
practice: in exchange for Ofering share allocations,

custoners agreed to and did pay the Underwiter Defendants

15



excessive comm ssions on transactions in other securities
(comm ssions greater than those contenpl ated under NASD and
SEC regul ations and which, when added to the seven percent
comm ssion disclosed on the front page of the Prospectus,
caused the Underwiter Defendants to receive greater
underwriting conm ssions and fees than were disclosed in
the Prospectus). In sone cases, the anount of the

commi ssions was determned ex post facto by arrangenents

including specific fornulas tied to the investor’s profits
on the Ofering.

35. In addition, and unbeknownst to investors,
the Underwiter Defendants entered into agreenments wth
custoners whereby the Underwiter Defendants agreed to
all ocate Autoweb.com shares to those customers in the
Ofering in exchange for which the custoners agreed to
purchase additional Autoweb.com shares in the aftermarket
at pre-deternmined prices that were above the |PO price.
Such tie-in arrangenents were designed to and did maintain,
distort and/or inflate the market price for Autoweb.com
shares in the aftermarket and were thus an undisclosed
benefit to the Underwiter Defendants with respect to the
additional shares that they had an option to purchase for

over allotnents as well as a mnmethod of Jlocking in

16



addi tional underwiters’ discounts and comm Ssion revenues
on transactions in Autoweb.com securities.

36. On March 23, 1999, Autoweb.com shares
began trading pursuant to the Ofering. The stock opened
to the public at $21.63 per share, an increase of 55
percent over the IPO price, and rose to an intra-day high
of $41.00 before closing at $40.00 per share, for a first-
day gain of 186 percent over the |IPO price.

37. Unbeknownst to investors who purchased in
the afternmarket, the increase in share price was a result,
in part, of the tie-in arrangenents that |ocked in demand
for Autoweb.com shares at levels well above the Ofering
price and the price at which Autoweb.com securities would
have traded were it not for the aforenentioned
arrangenents.

38. Facts relating to the type of wunderlying
schenme enployed by the Underwiter Defendants began to

energe on Decenber 7, 2000, when The Wall Street Journal

first published an article regarding a joint SEC and U.S.
attorney’s investigation into the paynent by certain
investors of extra-I|arge, undi scl osed “kickbacks” for
allocations in initial “hot |PGs”. The article nmentioned
t hat Credit Suisse was “an early focus” of t he

i nvestigation.

17



39. Wth regard to the joint SEC and U.S.
Attorney’ investigation of |IPO stock underwiters, The Wl

Street Journal stated:

Feder al authorities have launched an
i nvestigation exam ni ng whet her Val
Street securities firnms have asked sone
big investors to pay unusually large
trading commssion in exchange for hot
initial public-stock offerings, peopl e
famliar with the matter say.

* * * %

Some  of the arrangenents could have
i ncl uded specific formul as tied to
i nvestors’ profits on offerings, t he
people famliar with the probe say. Many
of the offerings doubled or nore in their
first day of trading during an |1PO mania
that began in later 1998.

* * * *

For exanpl e, at times dealers asked
investors to pay commi ssions equaling 25%
to 40% or nore of the investors’ |PO

profits on those particular dealers |PGCs,
according to traders and people wth
know edge of the probe. In other
i nstances, investors paid big comm ssions
to a dealer the day after receiving a
| ucrative I PO allocation, according to one
person with know edge of the probe.

Sonetinmes, traders say, the comm ssions
were routed to dealers through a series of
trades, soneti nmes W th of fsetting
purchases and sales of equal amounts of
the same stock conducted solely to
gener ate conm ssi ons.

* * %
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40. On Decenber 13, 2000, The Wwall Street

Journal reported that the SEC was “stepping up” its
investigation into questionable initial public offering
practices. In that article, Mirgan was naned as one of the
firmse that had also received requests for information from
the New York office of the SEC

41. On January 8, 2001, The Wall Street

Journal reported that the SEC was “intensifying” its
investigation into questionable initial public offering
practi ces.

42. Due to the wundisclosed material facts
al l eged at paragraphs 33-35 and hereinafter, the price of
Aut oweb. com was artificially inflated during the d ass
Period and, as the end of the Class period on April 18,
2001, the price of Autoweb.com common stock closed at $0. 32

per share.

DEFENDANTS MATERI ALLY FALSE AND M SLEADI NG
STATEMENTS AND VI OLATI ONS OF SEC
AND NASD RULES AND REGULATI ONS__

43. The Prospectus contained materially false
and msleading statenments, as referred to nore fully
herein, because it contained the followng materially false
statenents or did not disclose the followng material

facts, anong ot hers:

19



(a) that the Underwiter Defendants had
solicited and received fees, conm ssions and other economc
benefits in connection with the Ofering over and above
those disclosed in the Prospectus as set forth nore fully
her ei n.

(b) that the Underwiter Defendants entered
into unlawful tie-in and other arrangenents and agreenents
wth custoners, as set forth nore fully herein, which were
designed to and did have the effect of rmaintaining,
distorting and/or inflating the price for Autoweb.com
shares.

44, Aut oweb. com was required to conply with al
rel evant SEC regul ations regar di ng t he Pr ospect us,

including, inter alia, Regulation S-K Regul ati on S-K,

I[tem 501(b)(3) required Autoweb.com to disclose all
underwiter discounts and conm ssions. Item 501(b)(8)
required Autoweb.com to identify the “nature of the
underwiting arrangenents.” As set forth nore fully

herei n, defendants failed to do so.

45, In addition, Regulation S K Item 508
requires that the Prospectus disclose all underwiter
conpensati on. Specifically Regulation S K Item 508(e)

provi des:
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Underwiters Conpensati on. Provide a
table that sets out the nature of the
conpensation and the amount of discounts
and commssions to be paid to the
underwiter for each security and in

total. The table nust show the separate
anounts to be paid by the conpany and the
selling shar ehol ders. In addi ti on,
include in the table all other itens

considered by the National Association of
Securities Dealers to be underwiting
conpensati on for pur poses of t hat
Associ ation Rules of Fair Practice.

I nstructions to Paragraph 508(e)

1. The term “commssions” is defined in
paragraph (17) of Schedule A of the
Securities Act. Show separately in

each table the cash conm ssions paid by
the registrant and selling security
hol ders. Also show in the table
comm ssions paid by other persons.
Disclose any finder’'s fee or simlar
paynents in the table.

46. The Prospectus violated Regulation S-K and
was false and m sl eading because it failed to show in the
table, or to otherwise disclose that the Underwiter
Def endants received additional and excessive comm ssions
“paid by other persons” as set forth nore fully herein.

47. Wth regard to offering transactions,
Regul ation S K, 1tem508(1)(1) required as follows:

Briefly describe any transaction that the

underwriter intends to conduct during the

offering that stabilizes, mmintains, or
otherwi se affects the market price of the

offered securities. Include information
on stabilizing transactions, syndi cat e

21



short covering transactions, penalty bids,
or any other transaction that affect the
offered security’s price. Descri be the
nature of the transactions clearly and
explain how the transactions affect the

offered security’s price. ldentify the
exchange or other market on which these
transacti ons nmay occur. If true, disclose

t hat the_undermmiter_nay di sconti nue these

transactions at any tine.

48. The Prospectus violated Regulation S-K and
was materially false and msleading because it failed to
disclose that, in connection wth the Ofering, the
Underwiter Defendants intended to conduct, and that they
subsequently did conduct, transactions that stabilized and
affected the offered security’s price, as set forth herein.

49. The NASD, which operates subject to SEC
oversight, 1is +the self-regulatory organization of the
securities industry responsible for the regulation of the
NASDAQ Stock WMarket. Since the Ofering occurred on the
NASDAQ market, the Underwiter Defendants were subject to
NASD conduct rul es.

50. NASD Conduct Rule 2110 requires that: “A
menber, in the conduct of his business, shall observe high
standards of comercial honor and just and equitable
principles.” The NASD publishes guidelines to the Conduct
Rul es. Quideline [IM2110-1(b) states that it is a

violation of Rule 2110 for a nenber to “fail to nake a bona

22



fide public distribution at the public offering price of
securities of a public offering which trade at a premumin
t he secondary market.”

51. (a) The Underwiter Defendants violated
NASD conduct rule 2110, and the Prospectus was materially
false and m sl eadi ng, because the Prospectus contained the
following msstatenments and/or om ssions of material fact:
the Underwiter Defendants did not nmake a bona fide public
distribution of the Ofering securities because they
accepted kickbacks in exchange for Ofering allocations,
took steps wth custoners to inflate, and distort the
mar ket for Autoweb.com shares and thereby offered the
securities to the public at prices in excess of the public
offering price of the securities.

(b) Moreover, in the SEC Division of Market

Regul ation, Staff Legal Bulletin No. 10, dated August 25,
2000, the SEC specifically stated that the tie-in
arrangenents alleged herein are a violation of Regulation
M which governs market manipul ation. | ndeed, the Staff
Legal Bulletin states:

Tie-in agreenents are a particularly

egregious form of solicited transaction

prohi bited by Regulation M As far back

as 1961, the Comm ssion addressed reports

t hat certain dealers participating in

distributions of new issues had been
making allotnments to their custoners only
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addi ti onal

vi ol ati ons

if such custoners agreed to nmake sone
conparable purchase in the open nmarket
after the issue was initially sold. The
Comm ssion said that such agreenents nay
violate the anti-manipulative provisions
of the Exchange Act, particularly Rule
10b-6 (which was replaced by Rules 101 and
102 of Regulation M under the Exchange
Act, and may violate other provisions of
the federal |aws.

Solicitations and tie-in agreenents for
af t er mar ket purchases are manipul ative
because they wundermne the integrity of
the market as an independent pricing
mechani sm  for t he of fered security.
Solicitations for aftermarket purchases

give purchasers in the offering the
inpression that there is a scarcity of the
offered securities. This can stinmulate
demand and support the pricing of the
of fering. Mor eover , traders in the
af t er mar ket wi || not know that t he

aftermar ket demand, which may appear to
validate the offering price, has been

stinul at ed by t he di stribution
parti ci pants. Underwriters have an
i ncentive to artificially i nfluence

aftermarket activity because they have
underwritten the risk of the offering, and
a poor af t er mar ket performance coul d
result in reputational and subsequent
financi al | oss.

(c) The Underwiter Defendants’ foregoing

violations of Rules 101 and 102 of Regulation M and the

financial incentive and notivation that

supplied to the Underwiter Defendants

recommend and sell the securities, were not disclosed.
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STATUTORY SAFE HARBOR
52. The statutory safe harbor provided for
forward-| ooking statenents ("FLS') does not apply here as
the statenments challenged in the Registration Statenent and

Prospectus were not forward | ooki ng.

AS AND FOR A FI RST CAUSE OF ACTI ON AGAI NST ALL DEFENDANTS
FOR VI OLATI ON OF SECTION 11 OF THE SECURI TI ES ACT

53. Plaintiff repeats and realleges each and
every allegation contained above as though fully set forth
her ei n.

54. This cause of action is brought by
plaintiff pursuant to Section 11 of the Securities Act, 15
US. C 8 77k, on behalf of the C ass against all defendants
and does not sound in fraud.

55. The Regi stration St at enent whi ch
contained the Prospectus for the Initial Public Ofering,
was inaccurate and m sl eading, contained untrue statenents
of material facts, omtted to state other facts necessary
to make the statements nade not m sleading, and conceal ed
and failed adequately to disclose naterial facts as
descri bed above.

56. Autoweb.com is the registrant for the

shares sold to plaintiff and other nenbers of the d ass.
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Aut oweb. com i ssued, caused to be issued and participated in
the issuance of materially false and msleading witten
statenents to the investing public that were contained in
the Registration Statenent. As an issuer of the shares,
Aut oweb.com is strictly liable to plaintiff and the d ass
for the material m sstatements or om Ssions.

57. Each of the Individual Defendants, either
personally or through an attorney-in-fact, signed the
Registration Statenment for the IPO and was a director
and/ or senior executive of Autoweb.com at the tine of the
| PO

58. Each of the Underwriter Defendants was an
underwiter of the Autoweb.com stock as that term is used
in Section 11(a)(5) of the Securities Act.

59. The def endant s named herein wer e
responsible for the contents and dissemnation of the
Regi stration Statenent and the Prospectus. None of the
def endants nanmed herein nmade a reasonable investigation or
possessed reasonable grounds for believing that the
statenents contained in the Registration Statenment and
Prospectus were true and did not omt any material facts
and were not materially m sl eading.

60. Plaintiff and the nmenbers of the d ass

acquired shares of Autoweb.com pursuant to, or traceable
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to, the Registration Statenment and did not know of untrue
statenents or om ssions of material facts.

61. Plaintiff and the dCass have sustained
damages.

62. This action is comenced wthin three

years after Autoweb.com stock was bona fide offered to the

public and the clains asserted herein were brought by
plaintiff wthin one year after plaintiff discovered or, by
the exercise of reasonabl e diligence, should have
di scovered the msrepresentations and om ssions alleged
her ei n. The price of Autoweb.com stock on the date this
action was filed was below the purchase price paid by

plaintiff and nenbers of the C ass.

AS AND FOR A SECOND CAUSE OF ACTI ON FOR VI OLATI ON OF
SECTION 12(2) OF THE SECURI TI ES ACT AGAI NST THE UNDERWRI TER
DEFENDANTS

63. Plaintiff repeats and realleges each and
every allegation contained above as though fully set forth
her ei n.

64. This cause of action is being asserted by

plaintiff against the Underwiter Defendants as set forth

in Y 14-17 supra, under and pursuant to Section 12(2) of
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the Securities Act of 1933, 15 U S C § 771(2). It does
not sound in fraud.

65. The Underwriter Def endants and ot her
broker-dealers acting on their behalf sold Autoweb.com
stock to plaintiff and the Cass within the nmeaning of
Section 12(1) of the Securities Act. They did so by neans
of the false and m sleading Registration Statenment and
Pr ospect us descri bed above, whi ch i ncl uded untrue
statenments of material fact and omtted to state materi al
facts necessary in order to make the statenents nade, in
light of the circunstances under which they were nmade, not
m sleading in violation of Section 12(2) of the Securities
Act .

66. The Underwiter Defendants are “sellers”
within the neaning of the Securities Act because the
Underwiter Defendants (a) transferred title to Autoweb.com
stock to the nenbers of the Cass; (b) transferred title to
Aut oweb. com stock to other wunderwiters and/or broker-
dealers that sold Autoweb.com stock as agents for the
Underwiter Defendants; and (c) solicited the purchase of
Aut oweb. com stock by the Class, notivated at least in part
by a desire to serve the Underwiter Defendants’ own
fi nanci al i nterests, i ncl udi ng but not limted to

conmi ssions on their own sales of Autoweb.com stock and
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separate conm ssions on the sales of Autoweb.com stock by
non-underwiter broker-dealers.

67. Plaintiff and the Cass did not know of
all of the untruthful statenments and om ssions alleged and
in the exercise of reasonable care could not have known of
t hem

68. As a direct and proximate result of the
Underwiter Defendants’ wongful conduct in violation of
Section 12(2) of the Securities Act of 1933, 15 U S.C 8§
771 (2), plaintiff and the Cass suffered actual damages in
connection with their purchase of Autoweb.com stock

69. Plaintiff and the Cass are entitled to
statutory damages (or to tender their Autoweb.com stock to
the defendants and seek rescission of their purchases of
Aut oweb. com stock to the extent that they continue to own
such securities, and they are entitled to damages if they
no | onger own the securities).

70. This action is being brought wthin one
year after plaintiff discovered or, by the exercise of
reasonabl e diligence, should have discovered the aforesaid

viol ations of Section 12(2) of the Securities Act.
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AS AND FOR A THI RD CAUSE OF ACTI ON PURSUANT TO SECTI ON 15
OF THE SECURI TI ES ACT

71. Plaintiff repeats and realleges each and
every allegation contained above as though fully set forth
her ei n.

72. This cause of action is brought by
plaintiff pursuant to Section 15 of the Securities Act, 15
US C 8§ 770, on behalf of the O ass against the Individual
Def endant s.

73. Aut oweb.com is liable as an issuer under
Section 11 of the Securities Act as set forth in the first
cause of action herein.

74. Each of the Individual Defendants was a
control person of Autoweb.com with respect to the |IPO by
virtue of his position as a senior executive officer and/or
director of Autoweb.com

75. As a result, the Individual Defendants are
|iable wunder Section 15 of the Securities Act for
Aut oweb. comis primary violations of Sections 11 of the

Securities Act.
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AS AND FOR A FOURTH CAUSE OF ACTI ON AGAI NST ALL DEFENDANTS
FOR VI OLATI ONS OF SECTION 10 (b) OF THE EXCHANGE ACT AND
RULE 10b-5 PROMULGATED THEREUNDER

76. Plaintiff repeats and reall eges each and
every allegation contained above as though fully set forth
herein except that this claimdoes sound in fraud.

77. In addition to the duties of full
di scl osure inposed on all defendants as a result of the
Registration Statement and their nmking of affirmative
statenments and reports, or participation in the making of
such statements and reports to the investing public, such
defendants had a duty pronptly to dissemnate truthful
information that would be nmaterial to investors in
conpliance with the integrated disclosure provisions of the
SEC as enbodied in SEC regulations S-X (17 CF. R 88 210.01
et seq.) and Regulation S-K (17 C.F.R 88 229.10 et seq.)
and other SEC regulations. This included but was not
limted to accurate and truthful information with respect
to the underwiting of the Autoweb.com IPO so that the |PO
and market price of the Autoweb.com stock would be based on
truthful, conplete and accurate information.

78. During the dass Peri od, def endant s
carried out an unlawful plan and undisclosed, schenme and

course of conduct which was intended to and, throughout the
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Class Period, did: (i) deceive the investing public,
including plaintiff and other Cass nenbers, as alleged
herein; (ii) artificially inflate and maintain the market
price of Autoweb.conis securities at artificially inflated
pri ces. In furtherance of this unlawful schenme, plan and
course of conduct, defendants, and each of them took the
actions set forth herein.

79. Def endants: (a) enployed devices, schenes
and artifices to defraud; (b) made untrue statenents of
material fact and/or omtted to state nmaterial facts
necessary to make the statenments not msleading; and (c)
engaged in acts, practices, and a course of business which
operated as a fraud and deceit upon the purchasers of the
Aut oweb. conis stock in an effort to nmaintain artificially
hi gh market prices for Autoweb.comis stock in violation of
Section 10(b) of the Exchange Act and Rule 10b-5.
Def endants are sued either as primary participants in the
wr ongf ul and il egal conduct charged herein or as
controlling persons as all eged bel ow

80. Def endants individually and in concert,
directly and indirectly, by t he use, nmeans or
instrunmentalities of interstate commerce and/or of the

mai | s, engaged and participated in a continuous course of
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conduct to conceal adverse material information about the
true nature of the Autoweb.com | PO as specified herein.

81. These defendants enpl oyed devi ces, schenes
and artifices to defraud, while in possession of naterial
adverse non-public information and engaged in acts,
practices, and a course of conduct as alleged herein in an
effort to assure investors that the underwiting of
Aut oweb. comis stock was in conpliance with the securities
| aws and that the conpensation received by the Underwiter
Def endants therefor was fair and reasonable and within the
perm ssi bl e boundaries of the NASD regul ations governing
underwriter conpensation, which included the making of, or
the participation in the meking of, untrue statenents of
material facts and omtting to state material facts
necessary in order to mnake the statenents nmade about
Aut oweb.com and its IPO not msleading and failed to
di sclose the schenme alleged herein which in the |ight of
the circunstances under which they were nuade, not
m sl eading, as set forth nore particularly herein, and
engaged in transactions, practices and a course of business
whi ch operated as a fraud and deceit upon the purchasers of
Aut oweb. comi s comon stock during the C ass Period.

82. The | ndi vi dual Def endant s’ primary

liability, and controlling person liability, arise fromthe
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followng facts: (i) the Individual Defendants were high-
| evel executives and/or directors of Autoweb.com during the
Class Period and nenbers of the Autoweb.com s nmanagenent
team and had control t her eof ; (i) the Individual
Def endants by virtue of their responsibilities and
activities as senior officers and/or directors  of
Aut oweb. com were privy to and participated in the creation
and devel opnent and preparation of nmaterials related to the
initial public offering of Autoweb.com stock; (iii) the
I ndi vi dual Defendants enjoyed significant personal contact
and famliarity with the other nenbers of the Underwiter
Def endants and were advised of and had access to the work
product and the Underwiter Defendants; (iv) the Individual
Def endants were aware of Autoweb.com s dissem nation of
information to the investing public which they knew or
reckl essly disregarded was materially fal se and m sl eadi ng.
83. The Underwriter Defendants had substanti al
econom c notives to conceal the facts and deceive plaintiff
and the market, including the follow ng. By concealing
such facts, t he Underwri ter Def endant s obt ai ned
underwriting conpensation that was greatly in excess of
what was legally perm ssible and were able to perpetuate an
unl awful conspiracy to manipulate artificially the prices

of future | PGCs.
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84. The | ndi vi dual Def endants had actual
know edge of the msrepresentations and omssions of
material facts set forth herein, or acted with reckless
disregard for the truth in that they failed to ascertain
and to disclose such facts, even though such facts were
avai |l abl e to t hem Such def endant s’ mat eri al
m srepresentations and/or om ssions were done know ngly or
recklessly and for the purpose and effect of concealing the
mani pul ati on of the market for Autoweb.com securities from
the investing public and supporting the artificially
inflated price of its securities. As denonstrated by
def endant s’ m sstatenments and omssions regarding the
conpensation earned by the Underwriter Defendants and, if
t hey did not have act ual know edge of t he
m srepresentations and om ssions alleged, were reckless in
failing to obtain such know edge by deliberately refraining
from taking those steps necessary to discovery whether
those statenents were fal se and m sl eadi ng.

85. As a result of the dissem nation of the
materially false and misleading information and failure to
di sclose material facts, as set forth above, the nmarket
price of Autoweb.coms stock was artificially inflated
during the Cass Period. In ignorance of the fact that

mar ket price of Autoweb.comis publicly-traded stock was
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artificially inflated, and relying directly or indirectly
on the false and m sleading statenents nmade by defendants,
or upon the integrity of the market in which the securities
trade, and/or on the absence of mat eri al adver se
information that was known to or recklessly disregarded by
defendants but not disclosed in public statenments by
defendants during the Cass Period, plaintiff and the other
menbers of the O ass acquired Autoweb.com securities during
the Cass Period at artificially high prices and were
damaged her eby.

86. At the tine of said m srepresentations and
om ssions, plaintiff and other mnenbers of the Cass were
ignorant of their falsity, and believed them to be true.
Had plaintiff and the other nenbers of the Cass known of
the aftermarket manipulation of the price for Autoweb.com
securities and the artificially inflated prices therefor
whi ch were not disclosed by defendants, plaintiff and other
menbers of the Class would not have purchased or otherw se
acquired their Autoweb.com stock, or, if they had acquired
such stock during the Class Period, they would have not
done so at the artificially inflated prices which they

pai d.
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87. By virtue of the foregoing, defendants
have violated Section 10(b) of the Exchange Act, and Rule
10b-5 pronul gated t hereunder.

88. As a direct and proximate result of
defendants’ wongful conduct, plaintiff and the other
menbers of the Class suffered damages connected with their
respective purchases and sales of Autoweb.conmis stock

during the C ass Period.

AS AND FOR A FI FTH CAUSE OF ACTI ON PURSUANT TO SECTI ON
20(a) OF THE EXCHANGE ACT AGAI NST THE | NDI VI DUAL DEFENDANTS

89. Plaintiff repeats and reall eges each and
every allegation contained above as though fully set forth
her ei n.

90. The I ndi vi dual Def endant s act ed as
controlling persons of Autoweb.com within the neaning of
Section 20(a) of the Exchange Act as alleged herein. By
virtue of their high-level positions, and their ownership
and contractual rights, participation in and/or awareness
of the Conpany’s operations and/or intimte know edge of
the wunderwiting of Autoweb.conmis [|PO the Individual
Def endants had the power to influence and control and did
influence and control, directly or indirectly, t he

deci si on-maki ng of Autoweb.com including the content and
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dissemnation of the various statements that plaintiff
contends are false and m sleading. The 1 ndi vi dual
Def endants were provided with or had unlimted access to
copies of Autoweb.conmis reports, press releases, public
filings and other statenents alleged by plaintiff to be
m sleading prior to and/or shortly after these statenents
were issued and had the ability to prevent the issuance of
the statenments or cause the statenents to be corrected.

91. In particular, each of these defendants
had direct and supervisory involvenent in the day-to-day
operations of Autoweb.com and, therefore, is presuned to
have had the power to control or influence the particular
transactions giving rise to the securities violations
herein, and exercise the sane.

92. As set forth above, Autoweb.com and the
I ndi vi dual Defendants each violated 8 10(b) and Rule 10b-5
by their acts and om ssions as alleged in this Conplaint.
By virtue of their positions as controlling persons, the
I ndi vi dual Defendants are liable pursuant to 8 20(a) of the
Exchange Act. As a direct and proxinmate result of
def endants’ wongful conduct, plaintiff and other nenbers
of the Class suffered damages in connection wth their
purchases and/or sales of Autoweb.com stock during the

Cl ass Peri od.
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JURY DEMAND

93. Plaintiff hereby demands a trial by jury.

PRAYER FOR RELI EF

VWHEREFORE, plaintiff prays for judgnent as foll ows:

A Declaring this action to be a class action
properly naintai ned pursuant to Rule 23 of the Federal
Rul es of Civil Procedure and certifying plaintiff as
Cl ass representative and his counsel as C ass counsel;

B. Awar di ng plaintiff and the C ass damages and
statutory conpensati on agai nst each defendant, jointly
and severally, and in favor of plaintiff and all other
menbers of the Cass, in an anmount to be determned to
at trial plus pre-judgnment interest thereon;

C. Awardi ng plaintiff and the O ass the costs
and expenses of this litigation, including reasonable
attorneys' fees, experts' fees and other costs and

di sbursenents; and,
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D. Awarding plaintiff and other nenbers of the
Cl ass such other and further relief as to this

honor abl e Court may seem just and proper.

Dat ed: New York, New York
April 19, 2001

SI ROTA & SI ROTA LLP

By: s/ Saul Roffe
Saul Roffe
110 wall Street
New Yor k, New York 10005
(212) 425-9055
( SR/ 2108)

LOVELL & STEWART, LLP

By: s/ Chri stopher Lovell

Chri st opher Lovel |
500 Fifth Avenue
New Yor k, New York 10010
(CL/ 2595)

Attorneys for Plaintiff
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