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PART |
Item 1. Business

OVERVIEW

InterActiveCorp is a leading, multi-bramddractive commerce company committed to harneshmgower of interactivity to make
people's lives easier, everywhere and everyday.dp&ates a diversified portfolio of specialized gitobal brands in the travel, home
shopping, ticketing, personals, local servicesriitial services and real estate, and teleservicessiries. IAC enables billions of dollars



consumer-direct transactions for products and seswia the Internet, television and telephonerittiveCorp is referred to herein as either
IAC or the Company.

IAC consists of the following segments:

. IAC Travel, which includes Expedia, Hotels.com, Wive and Interval Internatione

. Electronic Retailing, which includes HSN U.S. an8NInternational;

. Ticketing, which includes Ticketmaster;

. Personals, which includes Match.com and uC

. IAC Local Services, which includes Citysearch, Exahd Entertainment Publications, Ir
. Financial Services and Real Estate, which inclugeslingTree; and

. Teleservices, which includes Precision Responsedtation.

For information regarding the results oégiions of these segments, as well as their régpaontributions to IAC's consolidated results
of operations, see "Management's Discussion andygisaf Financial Condition and Results of Operasi* and the Consolidated Financial
Statements and the accompanying Notes.

IAC's operating businesses largely achseinediaries between suppliers and consumers.ggtegate supply from a variety of sources
and we capture consumer demand across a variehaohels. We strive to give our customers an audgtg shopping experience by offerin
broad and unique selection of products and seratesmpetitive prices, through convenient andrimi@tive websites built with state of the art
technology, and by maintaining our commitment talgy customer service. We strive to deliver vala®ur supply partners by providing a
cost-efficient means to reach a large number ofgorers through multiple distribution channels, &egnew customers, target a variety of
diverse market segments and help maximize inventietds.

Since its inception, the Company has tiamséd itself from a hybrid media/electronic retaglicompany to an interactive commerce
company. The Company was incorporated in July I8&%laware under the name Silver King Broadcas@ioghpany, Inc., or Silver King, as
a subsidiary of Home Shopping Network, Inc. On Deler 28, 1992, Home Shopping Network, Inc. distédthe capital stock of Silver Ki
to its stockholders. In December 1996, the Comgamypleted mergers with Savoy Pictures Entertainmeat, or Savoy, and Home Shopp
Network, Inc., with Savoy and Home Shopping Netwlogicoming subsidiaries of Silver King. In connectwith these mergers, the Compe
changed its name from Silver King Broadcasting Canyp Inc. to HSN, Inc.

Believing that opportunities existed inleadle, transactiorelated businesses, the Company acquired a congratiterest in Ticketmast
in 1997 (and the remaining interest in 1998). 188 upon the purchase of USA Networks and Studi®A ffom Universal Studios, Inc., or
Universal, the Company became USA Networks, IncTis&etmaster migrated its business online at &rpace, the Company began to look
for other similar opportunities, specifically, plebased, information-intensive businesses thapsetlucts and services while carrying little
inventory risk. From 1999

through 2001, the Company invested in Hotel Regienva Network (later renamed Hotels.com), Match.@nd other smaller e-commerce
companies. In 2001, the Company sold USA Broaduogsti Univision Communications, Inc.

Recognizing the potential in the onlinevélaspace, in February 2002, the Company acquiahtolling stake in Expedia. This
transaction gave the Company significant scalateractivity. In May 2002, after contributing itatertainment assets to a joint venture
controlled by Vivendi Universal, S.A., or Vivendihe Company was renamed USA Interactive.

In 2003, the Company acquired the mindritgrests in its formerly public subsidiaries, Edjze Hotels.com, and Ticketmaster, and
acquired a number of other companies, includingdiregiTree and Hotwire. The buy-ins greatly simptifithe Company's corporate structure
and completed its transformation to an interactimmerce company. The Company was renamed InteeX@tirp in June 2003.

SELECTED TRANSACTIONS

For a more detailed discussion concernertain of the transactions described below, seedN8tand 4 to the Notes to the Consolidated
Financial Statement



IAC Travel
Expedia

. On February 4, 2002, the Company acquired a cdiniydhterest in Expedia.

. On August 8, 2003, IAC completed its acquisitiorabyfof the outstanding capital stock of Expediatti did not alread'
own.
Hotels.com
. On May 10, 1999, the Company acquired substanti#illgf the assets and assumed substantially afieofiabilities of
two entities that operated Hotel Reservations Nétw&ince renamed Hotels.com.
. On March 1, 2000, Hotels.com completed an initighlfe offering.
. On June 23, 2003, IAC completed its acquisitioalbbf the outstanding capital stock of Hotels.cthrat it did not
already own.
Hotwire
. On November 5, 2003, IAC completed its acquisitibiiotwire.

Interval International®
. On September 24, 2002, the Company completeddtsisition of Interval Internation®.
Ticketing

. On July 17, 1997, the Company acquired a contigllinerest in Ticketmaster Group, Inc., or the Eitkaster Group. On
June 24, 1998, the Company acquired all of thetadéng capital stock of the Ticketmaster Group thdid not already own.

. On September 28, 1998, Citysearch, Inc. merged Tigketmaster Online (now known as ticketmaster.;dhen a wholly-

owned subsidiary of Ticketmaster Corporation, torfdicketmaster Onlin€itysearch, Inc. Following this merger, Ticketma
Online-Citysearch was a majority-owned subsididryioketmaster Corporation, which in turn was a Wjrowned

2

subsidiary of the Ticketmaster Group. Shares o§€£EB Common Stock of Ticketmaster Onli@#ysearch were sold in an init
public offering completed on December 8, 1998.

. On January 31, 2001, the business combinationaietimaster Online-Citysearch and Ticketmaster Qattjum, then a wholly-
owned subsidiary of the Company, was completed.cbnebined company was renamed Ticketmaster.

. On January 17, 2003, IAC completed its acquisitiball of the outstanding capital stock of Tickestex that it did not alreac
own.

Electronic Retailing

. In early July 2002, the Company acquired the diaect indirect interests of its partners, Georg &oénd Thomas Kirch, in
HSE-Germany, EUVIA and an Italian-based home shappisiness.

Personals
. On April 4, 2003, IAC completed its acquisitionuidate.
IAC Local Services

. On March 25, 2003, IAC completed its acquisitiorbotertainment Publications, Inc., or E



Financial Services and Real Estat
. On August 8, 2003, IAC completed its acquisitiorabbfof the outstanding capital stock of Lendingd.re
Teleservices

. On April 5, 2000, the Company completed its acdjoisiof Precision Response Corporation, or P

EQUITY OWNERSHIP AND VOTING CONTROL

As of February 4, 2004, Liberty Media Caigiton, or Liberty, through companies owned by kipend companies owned jointly by
Liberty and Mr. Diller, owned approximately 13.8%lAC's outstanding Common Stock and approxima?&y2% of IAC's outstanding
Class B Common Stock, and Vivendi, through its gliages, owned approximately 6.8% of IAC's outsiag Common Stock and 20.8% of
IAC's outstanding Class B Common Stock. Assumingveosion of all of the outstanding shares of CBi$3ommon Stock to Common Stock,
as of February 4, 2004, Liberty would have ownegraximately 19.9% of IAC's outstanding Common Staokl Vivendi would have owned
approximately 8.1% of IAC's outstanding Common 8toc

As of February 4, 2004, Mr. Diller (througbmpanies owned jointly by Liberty and Mr. Dillétis own holdings and holdings of Vivendi
and Liberty, over which Mr. Diller generally hasting control pursuant to a shareholders agreemestribed below) controlled approximately
59.7% of the outstanding total voting power of IA&& of February 4, 2004, there were 632,264,244eshaf IAC Common Stock, 64,629,996
shares of IAC Class B Common Stock and 13,118,h8ges of IAC Preferred Stock outstanding.

Subject to the terms of the Amended andd®es Stockholders Agreement, dated as of Decefirthet001, among Universal, Liberty,
Barry Diller and Vivendi, Mr. Diller is effectivelpble to control the outcome of nearly all matsarsmitted to a vote or for the consent of
IAC's stockholders (other than with respect todleetion by the holders of IAC Common Stock of 268the members of IAC's Board of
Directors and certain matters as to which a sepatass vote of the

holders of IAC Common Stock or IAC Preferred Stexkequired under Delaware law). In addition, parguo the Amended and Restated
Governance Agreement, dated as of December 16, 20@dng IAC, Vivendi, Universal, Liberty and Mr.I@r, each of Mr. Diller and Liberty
generally has the right to consent to limited nratte the event that IAC's ratio of total debt BBIEDA, as defined therein, equals or exceeds
four to one over a continuous 12-month period.

DESCRIPTION OF BUSINESSES
IAC Travel

IAC Travel, or IACT, includes the followingusinesses: Expedia, Hotels.com, Hotwire andVaténternational®. IAC formed IACT in
September 2003 upon finalizing its ownership ob&lihe outstanding equity of these businesses, thié¢ exception of Hotwire, which was
acquired in November 2003.

The primary goal of IACT management is pdimize the collective and individual performandelese businesses. Since its inception,
IACT has strived to identify areas in which thesisinesses overlap and areas in which they are enigwhere they overlap, IACT seeks to
integrate those areas to build on inherent syngrgievelop a collective vision and maximize cofitieihcies. An example in this regard is
recent integration of the Expedia and Hotels.comketananagement teams. By having one team, IACiEved that these businesses will be
able to more effectively interact with supplierdjamnow have a single contact for both businesskie \at the same time be able to realize cost
savings for their customers.

In those areas where the IACT businessesrigue, IACT seeks to promote and develop suibérditiation to ensure that IACT offers
services that cover the entire spectrum of tragelises. An example in this regard is the broadjeaof potential trips that travelers consider
every day, from simple and deeply discounted tipshe one hand to complex and more expensivedripghe other, and everything in
between. IACT businesses cover this entire rangh, otels.com and Hotwire generally offering simjind deeply discounted trips, and
Classic Custom Vacations, Expedia's premier trpagekages business, and Expedia Corporate TravetagBnoffering complex and more
expensive trips. IACT businesses act as both antagel a merchant of record in connection withgeations.

In 2003, IACT businesses enabled over $llidrin travel services, making IACT the fifthrgest travel company in the world. Below
brief explanation of each IACT business.

Expediais a leading online travel agency in the United&tahat offers travel services provided by numgmtines and lodgin



properties, most major car rental companies andetines and many multipldestination service providers, such as restauratitactions an
tour providers.

Expedia has developed a global travel niptee in which travel suppliers can reach, inghlyi efficient manner, a large audience of
leisure and corporate customers, as well as tegy@hts, who are actively planning and purchasiagtr In that connection, Expedia offers
travel services directly to consumers through ifS.thased websiteyww.expedia.com, as well as through localized versions of its vitebs
(either alone or through joint ventures) in Candttance, Germany, Italy, the Netherlands and thigediiKingdom. Expedia also provides
travel services througlww.voyages-sncf.com, a joint venture with Société Nationale des Chendia fer Francais (SNCF), the state-owned
railway group in France, as well as throwgliw.anyway.com, a leading online travel service in France, whigts acquired by IAC in
October 2003.

Expedia offers corporate travel servicesdlly to businesses through Expedia Corporateéelavd premier travel packages through
Classic Custom Vacations, or CCV, both through GGMebsiteywww.classicvacations.com, and CCV's network of travel agents. Expedia also
provides travel services through telephone caltersnas well as private-label travel websites ithatvns and operates through its WorldWide
Travel Exchange business.

Expedia has developed innovative, robudtrielogy to power its marketplace. Expedia's ExBedrching and Pricing platform, or ESF
an industry leading platform that includes two camgnts: (1) a fare-searching engine that enabtesdier and deeper airline fare and schedule
searches and (2) a common database platform tbatsaExpedia and its customers to bundle diverpegdyof travel services together
dynamically, which further enhances Expedia's ghib cross-sell and package travel inventory. B&®been an important contributor to
Expedia's emergence as one of the largest onlickagars of travel.

Through one of its subsidiaries, Expedia&lao developed innovative technology that matkeadsible for it to access the central
reservation systems of its hotel partners direatigking it easier and more cost-effective for totelmanage reservations made through
Expedia's websites. Hotel reservations made by digpristomers are now automatically confirmed aréspective systems of some hotels,
and over the course of 2004, Expedia will workrtaréase the number of hotels that have the abilitypload inventory and rates directly from
their central reservation systems into Expediaaliese pursuant to this technology.

Hotels.comis a leading specialized provider of discount lodgieservation services worldwide, providing thesevices through its own
websites, its toll-free call centers, and thirdtpanarketing and distribution agreements, to traxeln hundreds of cities in North America,
Europe, Asia, the Caribbean, South America, Afand Australia.

Hotels.com markets its lodging accommodhtiprimarily over the Internet through its own wigdss includingaswww.hotels.com,
www.hotel discount.com andwww.travelnow.com, its toll-free call centers and marketing andrdisttion agreements with thousands of third
parties. Hotels.com has room supply relationshils avwide range of independent hotel operatorsladging properties, as well as hotels
associated with several national chains.

Hotwire is a leading provider of "opaque" travel servicgdling airline tickets, hotel accommodations, reantals, vacation packages and
cruises to consumers through its websiteyw.hotwire.com . "Opaque" travel services allow consumers to sétacel services based on
specific fare and rate information, without beimgyded with the identity of the ultimate travebprider until after they have completed their
purchase. This "opaque" approach makes it poskibldotwire to sell travel services at significatiscounts.

Hotwire works with many domestic and intgfanal airlines, including all seven U.S. full-giee major airlines, top hotels in hundreds of
cities and resort destinations in the U.S., Canlgjco and the Caribbean and major car rental @nigs nationwide. Hotwire's "opaque”
approach matches the needs of two groups: custommrean be flexible about their choice of airlihefel and rental car company in order to
save money and suppliers who have excess seatss laad cars they wish to fill.

Interval International® , or Interval, is a leading membership-services mamy providing timeshare exchange and other vadiged
programs to its timeshare-owning members and relesetlopers worldwide. As of December 31, 200%rkdl had established contractual
affiliations with over 2,000 resorts located iné&tfuntries and provided timeshare exchange sertacagproximately 1.6 million timeshare
owners. Interval's revenues are generated primiaoiy fees paid by members in connection with ergeatransactions and membership fees.

Interval typically enters into multi-yeasrdracts with developers of timeshare resorts,yamntsto which the developers agree to enroll all
purchasers of timeshare accommodations at thecapjsi resort as members of Interval's network oexatusive basis. In return, Interval
provides the timeshare purchasers with the aliditgxchange their timeshare accommodations for eoafype accommodations at resorts
participating in Interval's exchange network.

Interval uses advanced telecommunicatigatems and technologies to deliver exchange andomeship services to its members through
call centers and through its webs



www.intervalworld.com . Interval also provides other products and sesviodgts members, such as its Interval Gold premiuembership,
which provides members with hotel, dining and legsdiscounts and concierge services, as well apiiransive support services to its
developers.

Electronic Retailing

HSN-U.S. HSN U.S. sells a variety of consumer goodssardices through the HSN and America's Store tsil@vinetworks, as well |
through HSN.com. The HSN and America's Store teleminetworks, both of which broadcast live, custoimteractive electronic retail sales
programming 24 hours a day, seven days a weekraaremitted via satellite to cable television sgsedirect broadcast satellite systems, or
DBS operators, affiliated broadcast televisionisteat and satellite dish receivers.

HSN U.S.'s interactive electronic retalesgprogramming is intended to promote sales astbmer loyalty through a combination of
product quality, price and value, coupled with pretdinformation and entertainment. ProgramminghenHHSN and America's Store television
networks is divided into separately televised sagseeach of which has a host who presents andegsrimformation regarding the
merchandise, sometimes with the assistance ofrageptative from the product vendor. Viewers camtlpase products by calling a toll-free
telephone number or via the Internetvaw.hsn.com.

Broadcast Reach. As of December 31, 2003, the HSN televisiomoek was available in approximately 81.1 millionduplicated
television households, including approximately 8®ilion cable and DBS households. The followingléahighlights the changes in the
estimated unduplicated television household redtheoHSN television network by category of acdesshe years ended December 31, 2002
and 2003:

Cable/DBS(1)(2) Broadcast(1)(3) Other(4) Total

(In thousands of households

Television Househol—December 31, 200 76,57¢ 1,36( 602 78,53¢
Net additions/(deletions 3,88t (2,309 (68) 2,51«
Television Househol—December 31, 200 80,46 57 534 81,05:

Q) Households capable of receiving both broadcastabte transmissions are included under cable aréfdre are excluded fro
broadcast to present unduplicated television haldakach.

2) Cable households includes approximately 17.1 mildad 18.6 million DBS households at December 8022and 2003, respective
which are therefore excluded from other.

3) See "—Broadcast Television Distribution" below &odiscussion of the disaffiliation of certain sta from HSN in 2002 and 2003.

4) Other television households includes approxima®@,000 and 534,000 households with satellite diskivers as of December 31,
2002 and 2003, respectively.

According to industry sources, as of Decen8i, 2002 and 2003, there were approximately6l@@lion and 108.4 million homes in the
United States with a television set, respectivelfithese television households, there were appratdiy 74.4 million and 73.9 million cable
television households, respectively, approximalglyl million and 18.6 million DBS households, regpely, and approximately 602,000 and
534,000 households with satellite dish receivespectively.

As of December 31, 2003, the America'sételevision network reached approximately 10.4iomIDBS households and approximately
7.1 million cable television households, of whigpeoximately 3.5 million were distributed on a daitier. Of the total cable television
households receiving America's Store, approxima&eymillion also receive HSN.

Cable Television Distribution. HSN U.S. has entered into multi-year affiliatiagreements with cable operators to carry the H&Mor
America's Store television networks, as well agrwte one or both networks by carrying related consiaks and distributing related market
materials to their subscriber bases. In exchangthése carriage and promotional efforts, HSN deherally pays cable operator



commission based on a percentage of the net metiggagales within their respective franchise aesak generally, additional compensatio
the form of the purchase of advertising time froable operators on other programming networks, casiom guarantees and/or upfront
payments in exchange for commitments from cableaipes to deliver a pre-determined number of HStW@mnAmerica's Store subscribers
over specified periods.

From time to time, pending the renewalmkaisting affiliation agreement or the negotiatadra new affiliation agreement, the HSN
and/or America's Store television networks willdagried by one or more cable operators withoutfeacive affiliation agreement in place.
The renewal and negotiation processes are typipatiiracted. While the cessation of carriage byagoncable operator or a significant number
of smaller cable operators could have an advefsetadn the business, financial condition and itssofl operations of HSN U.S. and IAC, the
Company has successfully managed the distributipeesment process in the past, and believes itailtinue to do so.

Broadcast Television Distribution. HSN U.S. has entered into affiliation agreeraevith broadcast television stations to carry ti8\H
and/or America's Store television networks. Broatidéstribution agreements have terms ranging fseweral weeks to several years. In
exchange for carriage, HSN U.S. pays broadcastis@@ stations hourly or monthly fixed rates.

As noted in the Company's previous filingsa series of closings in 2001 for which finaypeent was made on January 14, 2002, the
Company transferred its interest in 13 owned aretatpd full power television stations (10 of whiahried the HSN television network) and
its minority interest in 4 other full power teleids stations (3 of which carried the HSN televisi@iwork) to Univision Communications, Inc.,
or Univision. The majority of the owned and opedafigll power television stations sold to Univisiare located in the largest markets in the
country and broadcasted the HSN television netwark 24-hour basis. As of January 2002, HSN U.8cked the distribution of the HSN
television network in these markets directly toleatarriage. As a result, the HSN television neknnitially lost approximately 12 million
broadcast homes. In order to effectively transf8Nt4$ distribution to cable, HSN U.S. incurred cleargh 2002 and 2003 of approximately
$31.8 and $22.0 million, respectively, in the foofirpayments to cable operators and related maxketipenses, including approximately
$2.2 million and $0.7 million, respectively, of exdptions of coupons offered to customers impacyedigengagement. HSN U.S. expects that
total disengagement expenses will be approxim&e0@ million, which payment will offset HSN U.Spse-tax proceeds from the Univision
transaction, which totaled $1.1 billion.

Direct Broadcast Satellite Distribution. HSN U.S. has entered into multi-year affiliatiagreements with the two largest DBS operators
in the United States to carry the HSN televisiotwoek, as well as promote the network by carryielgted commercials and distributing
related marketing materials to

their subscriber bases. In exchange for carriagenptional and other efforts, including a commitinendeliver a pre-determined number of
subscribers over specified periods, HSN U.S. plagsda DBS operators an affiliation fee and a comioridsased on net merchandise sales to
their respective subscriber bases. In July 2008 ,afthese DBS operators commenced distributich@fmerica's Store network on a full-
time basis under the terms of a multi-year arraregerwith IAC.

Satellite Transmission Uplink. HSN U.S. produces the HSN and America's Stlevision programming in its studios in St. Petargk
Florida. HSN U.S. then distributes this programmimgable operators, broadcast television statibBS§ operators and/or satellite antenna
owners by means of its satellite uplink facilitiadyich it owns and operates, to satellite transpositeased by HSN U.S.

HSN U.S. has lease agreements securingifudl use of two transponders on two domestic conmeations satellites. The terms of the
satellite transponder leases utilized by HSN Ur& fer the life of the satellites, which are pragztthrough November 2004 for the satellite
currently carrying HSN programming and through N2&p5 for the satellite currently carrying Americatere programming. In 2002, HSN
U.S. entered into a long-term satellite transpomelse to provide for the continued carriage of HBdgramming on a replacement satellite,
which replacement satellite is currently expectelié operational in the second quarter of 2004. ”HISH is in the process of securing a long-
term satellite transponder lease to provide forcttr@tinued carriage of America's Store programmidthough HSN U.S. believes it is taking
every reasonable measure to ensure its contindellitsaransmission capability, there can be neusances that termination or interruption of
satellite transmissions will not occur. Any terntioa or interruption of service by one or both lnése satellites could have a material adverse
effect on the business, financial condition andiltef operations of HSN U.S. and IAC.

The FCC grants licenses to construct amuaip satellite uplink facilities that transmitrsds to satellites. These licenses are generally
issued without a hearing if suitable frequenciesamilable. HSN U.S. has been granted one licensperate C-band satellite transmission
facilities and one license to operate Kdnd satellite transmission facilities, in eacheca® a permanent basis in Clearwater and St. $beiey
Florida.

HSN.com. HSN U.S. operates HSN.com as a transactiocah@nerce site. HSN.com serves as an alternativefsiat that allows
consumers to shop online for merchandise featuneti® HSN and America's Store television netwarkSN.com also offers additional
inventory that is not available through the HSN &mderica's Store television networks.

HSN.com offers specialized product shopgireas based on product categories, key brandst, geiesonalities and other areas of interest.
HSN.com also offers editorial and informational am, such as photographs and information about BI8N\v hosts and guest personalit



tips for consumers on improving their lives, cuséorservice and television programming informationaddition, HSN.com offers special
features, such as streaming video of HSN televipiogramming and live chats with celebrity gueatsyell as special interactive features,
such as personalized modeling for fashions.

HSN.com was profitable on an operating $asthin three months of its launch in 1999 and dpasvn to become an important selling
platform for HSN-U.S., generating approximately2B4.of HSN-U.S. sales in 2003.

HSN International consists primarily of HSE-Germany and EUVIA andodtscludes minority interests in home shopping besses in
Italy, China and Japan.

HSE-Germany. HSN International owns approximately 90% of HSErmany. HSE-Germany operates a German-language ho
shopping business that is broadcast 24 hours asdagn days a week, in Germany, Austria and Svétzérand also generates sales on its own
website.

The rights of HSE-Germany to broadcashde shopping programming are regulated by the @estate media authorities in each of
Germany's 16 states. HSE-Germany qualifies ascalbed "media service," or a broadcast servicedbatrally sells products or services via
television programming. As a "media service," HS&1@any does not need a broadcasting license frerGéiman state media authorities to
broadcast its home shopping programming. Howenezach German state, HSE-Germany is subject to@gs under which the limited
number of available analog cable channels is piadig reallocated among media services broadcaster a result, HSE-Germany generally
must obtain the right to broadcast its programniing given state on a given cable channel for apprately 18 to 24 months before it must
again demonstrate to the applicable authorityitteitould be given the right to continue broadeagstiver that state's cable networks. No
assurances can be given that HSE-Germany will lzetabmaintain its existing rights to broadcastitegramming over the cable networks of
each of Germany's 16 states. The above processidbeaffect the possibility of broadcasting HSE-/@any's programming via satellite in
Germany. In addition, once HSEermany has obtained the requisite broadcastitngsrgnd approvals from the German state media ati¢iso
it must then negotiate the broadcast of its prognarg with local cable operators based on econoerits and conditions.

As of December 31, 2003, HSE-Germany hauagmately 19.1 million cable and 9.5 million déite subscribers in Germany,
approximately 853,000 cable and 1.1 million satehiubscribers in Austria and approximately 1.3iomilcable and 220,000 satellite
subscribers in Switzerland.

EUVIA. HSN International owns, through a German suasig48.6% of EUVIA, a German limited partnersti@t operates two )
television broadcasting businesses in Germany.i®be8Sat.1 Media AG, the second largest Germanisede group, owns 48.4% of EUVIA.
The remaining 3% of EUVIA, over which HSN Interratal also has voting control, is owned by EUVIAE@

EUVIA operates 9Live, an interactive game guiz show oriented television channel, and Soklae, a travel-oriented television
channel. EUVIA sells package travel tours throughr&nklar and its related website. 9Live is distiélal throughout Germany via satellite,
cable and terrestrial antenna, and as of Decenthe(®3, it reached approximately 27.8 million hehudds. Sonnenklar is distributed
throughout Germany via digital and analogue s&tsliand cable, and as of December 31, 2003, rea@pedximately 24.3 million householc

EUVIA's businesses are subject to regutelip the German media authorities and other autbsriEUVIA's travel-oriented television
channel, Sonnenklar, like HSE-Germany, must otdaihperiodically maintain its rights to use cabilarmels in each of the 16 German states.
In contrast, 9Live programming, which is considetgdvision entertainment, requires the grant bfeadcasting license. 9Live's broadcasting
license was recently extended to the year 201hdéyedlevant German authority. For more informatiarrelevant regulation under German
regarding 9Live, see "—Regulation—German LottergRations.”" No assurances can be given that 9Lilldoe able to maintain its license to
broadcast its programming in each of Germany'ddtés.

Other. HSN International also includes minority owrgpsinterests in television shopping ventures inn@hJapan and Italy. HSN
International has a 21% minority stake in TVSN AB&cific Holdings Ltd., which owns a televised spiolg business broadcasting in Mand
Chinese from facilities in Shanghai, People's Réputh China. HSN International has a 30% minostgke in Jupiter Shop Channel Co. Ltc
venture based in Tokyo, Japan, which broadcastsiseld shopping 24 hours a day, of which 111 hparsveek are devoted to live broadca
HSN International also has a 36% passive minotakesin Home Shopping Europe S.p.A, which owndevigion shopping business
broadcasting in Italian, through a German subsidiar

Ticketing

Ticketmasterand ticketmaster.com provide offline and onlin&eiing services via the Internet, telephone argilretitlets and serv



many of the foremost venues, entertainment fagdljtbromoters and professional sports franchis#eit/nited States and abroad, including in
Canada, Denmark, Greece, Ireland, the Netherldmsyay and the United Kingdom. Ticketmaster hae alstered into joint ventures with
third parties to provide ticket distribution semicin Australia, Mexico and various countries tigloaut South America.

Ticketmaster provides its domestic andrimd@onal clients with comprehensive ticket invegtoontrol and management, a broad
distribution network and dedicated marketing angpsut services. Ticket orders are received andl&dfthrough operator-staffed call centers,
independent sales outlets remote to the facility dffice and through the ticketmaster.com websitewell as other Ticketmaster owned
websites such as Ticketweb.com, Admission.com, Mundix.com and international versions of these weksiTicketing revenue is generated
principally from convenience charges and order ggsing fees received by Ticketmaster for tickeld gp its clients' behalf. Ticketmaster
generally serves as an exclusive agent for iteidiand typically assumes no financial risk foraldgickets.

Ticketmaster sold approximately 100 milliskets in fiscal year 2003, generating revendegpproximately $743 million. Gross
transaction value for fiscal year 2003 was appraxtaty $4.9 billion.

Ticketmaster has continued to expanddteeting operations into territories outside of Uwited States, and has experienced growth in
these markets as the number of tickets sold hasased from approximately 23.7 million to approxiela26.1 million from fiscal year 2002
to fiscal year 2003 (excluding sales by unconstdidanternational joint ventures), resulting inrieased revenues from international ticket
sales.

Ticketmaster also has expanded its ticlgttidution capabilities through the continued depenent of the ticketmaster.com website and
related international websites, which are designgatomote ticket sales for live events and dissaei event information. Ticketmaster has
experienced growth in ticket sales through its websn recent years and this trend is expectesmbinue during the next several fiscal years,
although at a slower pace. As of December 31, 260i%)e ticket sales through ticketmaster.com aatated websites accounted for
approximately one-half of Ticketmaster's ticketimgsiness.

Ticketmaster believes that its proprietapgrating system and software, which is referreastthe Ticketmaster System, and its extensive
distribution capabilities provide it with benefitsat enhance Ticketmaster's ability to attract nk@nts and maintain its existing client base.
The Ticketmaster System, which includes both hardvaad software, is typically located in a datateethat is managed by Ticketmaster s
The Ticketmaster System provides a single, cemtrdlinventory control and management system capditacking total ticket inventory for
all events, whether sales are made on a seas@griiion, group or individual ticket basis. Alleessary hardware and software required for
the use of the Ticketmaster System is installeal ¢tient's facility box office, call centers or reta sales outlets.

Ticketmaster provides the public with comesit access to tickets and information regardivey éntertainment events. Ticket purchasers
are assessed a convenience charge for each tidéetigside of the venue box office by Ticketmasteibehalf of its clients. These charges are
negotiated and included in Ticketmaster's contradts its clients. The versatility of the TicketmiasSystem allows it to be customized to
satisfy a full range of client requirements.

Ticketmaster generally enters into writtgmeements with its clients pursuant to which reag to provide the Ticketmaster System and
related systems purchased by the client, and te ser the client's exclusive ticket sales agenaliagales of individual tickets sold to the
general public outside of
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the facility's box office, including any ticketsldat remote sales outlets, over the phone orhédriternet, for a specified period, typically t
to five years. Pursuant to an agreement with ditiacTicketmaster generally is granted the righsell tickets for all events presented at that
facility, and as part of such arrangement Ticketeragstalls the necessary ticketing equipmenhénfacility's box office. An agreement with a
promoter generally grants Ticketmaster the righetih tickets for all events presented by that prtamat any facility, unless the facility is
covered by an exclusive agreement with Ticketmastanother automated ticketing service company.

Ticketmaster generally does not buy tickedm its clients for resale to the public and tgly assumes no financial risk for unsold tick
All ticket prices are determined by Ticketmastelisnts. Ticketmaster's clients also generally e the scheduling of when tickets go on
sale to the public and what tickets will be avdiafor sale through Ticketmaster. Facilities andnpoters, for example, often handle group ¢
and season tickets in-house. Ticketmaster onlg agbortion of its clients' tickets, the amountuiich varies from client to client and varies as
to any single client from year to year.

Ticketmaster believes that the TicketmaSietem provides its clients with numerous bengfitduding (1) broader and expedited
distribution of tickets, (2) centralized controltotal ticket inventory as well as accounting imf@tion and market research data, (3) centralizec
accountability for ticket proceeds, (4) manageainié predictable transaction costs, (5) wide dissatitn of information about upcoming
events through Ticketmaster's call centers anctatlicketmaster.com and other media platformsth@ ability quickly and easily to add
additional performances if warranted by demand@hanarketing and promotional support.

Pursuant to its contracts with clients KEimaster is granted the right to collect from giciurchasers a per ticket convenience charge on
all tickets sold at remote sales outlets, by tebeyh through ticketmaster.com and other media.&'lsesin additional per order "orc



processing" fee on all tickets sold by Ticketmastier than at remote sales outlets. Generallyatheunt of the convenience charge is
determined during the contract negotiation procasd,typically varies based upon numerous factocfding the services to be rendered to
the client, the amount and cost of equipment tmbglled at the client's box office and the amafradvertising and/or promotional
allowances to be provided, as well as the typevehtand whether the ticket is purchased at a resales outlet, by telephone, through
ticketmaster.com or otherwise. Any deviations friihmse amounts for any event are negotiated an@dgn@on by Ticketmaster and its client
prior to the commencement of ticket sales. Gengrtile agreement between Ticketmaster and a dlidirdlso establish the amounts and
frequency of any increases in the convenience ehand order processing fees during the term ofgineement.

The agreements with certain of Ticketmésidients may also provide for a client to pap#dte in the convenience charges and/or order
processing fees paid by ticket purchasers for tickeught through Ticketmaster for that client'srés. The amount of such participation, if
any, is determined by negotiation between Ticketaraand the client.

ticketmaster.com. Ticketmaster's primary online ticketing webgsitea.ticketmaster.com, is a leading online ticketing service. The
service enables consumers to purchase ticketstlogéteb for live music, sports, arts and familyegtatinment events presented by
Ticketmaster's clients. Consumers can access thiesat ticketmaster.com, from the websites ok&tmaster's affiliates, including
Citysearch, and through numerous direct links fltanners and event profiles hosted by approved gairty websites. In addition to these
services, the ticketmaster.com website and reiatedhational websites provide local informatiordanriginal content regarding live events for
Ticketmaster clients throughout the United Statesabroad.

ReserveAmericaa campground reservation services company,daaing provider of outdoor recreation reservatienvises and
software to United States federal and state agefaiecamping
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activities, recreation ticketing and other accasslpges to public land attractions. ReserveAmeiddso offers its software and services to
private campgrounds. The ReserveAmerica systemifsetime general public to make camping reservat@mksobtain access to public
recreation attractions over the Internet, by teteyghand in person. ReserveAmerica's websiesy.reserveamerica.com , WWW.reserveusa.com
andwww.bwcaw.org , service up to 400,000 visitors daily, and itsrfalephone call centers are located in New Yoidjf@nia, Florida and
Wisconsin.

Personals

Personals consists primarily of Match.caBate.com and related brands. These services airchétworks serviced approximately
939,000 subscribers as of December 31, 2003 aed sifigle adults a private and convenient envirarirfee meeting other singles through
their respective websites, as well as through Mateh's affiliated networks, which include the AOhdaMSN internet portals.

Match.com provides users with access teraiisers' personal profiles and also enables antseested in meeting another user to send e-
mail messages to that user through Match.com'slddalimd anonymous e-mail system nail recipients respond depending on their inteire
the sender. It is free to post a profile on Matomand to use any of the searching and matching &@ilable on the site. Match.com charges
a subscription fee to users who wish to initiateespond to an e-mail from a Match.com membertistawith a single-month term, with
discounts for longer term subscriptions.

Match.com has entered into partnershipsstiradegic alliances with third parties in ordeirtorease subscriptions in general, as well as to
target particular segments of its potential subscrbase. Typically, these partners earn a comomssi each customer subscription they sell
into the Match.com service.

In April 2002, IAC acquired Soulmates Teclogy Pty Ltd., or Soulmates, a global online paeds group providing dating and
matchmaking services in approximately 30 countrieddwide. Using the Soulmates technology platfokatch.com operates 28 localized
international dating sites in more than 18 langsade part of its continued expansion efforts, prin2003, IAC acquired uDate.com, Inc., a
global online personals group that owns and opgratsv.udate.com .

IAC Local Services

Citysearchis a network of local city guide websites that offeimarily original local content for major citiés the United States and
abroad, as well as practical transactional todi& dity guides provide up-to-date, locally produggdrmation about a given city's arts and
entertainment events, bars and restaurants, remyeadbmmunity activities and businesses (shoppimd) professional services), real estate
related information and travel information. In adxh, Citysearch city guides support online locahsactions, including ticketing, hotel
reservations, travel and matchmaking through affidns with leading e-commerce websites providivese products. Citysearch also features a
comprehensive directory listing, similar to a yellpages directory, of local businesses in over@Ap codes in the United States.

Citysearch provides local, regional andamat! businesses with Web advertising options degigo reach growing local audiences. In
2003, Citysearch introduced a local -for-Performance advertising model that provides laegjional and national businesses with the ak



to invest in Web advertising in accordance withdhgunt of traffic each business receives. Undetdbal Pay-for Performance advertising
model, businesses only pay for the number of diitkughs to their respective profile pages on thgs€arch website or their own websites, as
opposed to paying for the placement or frequen@dekrtisements. These features of the local PajPdoformance advertising model make it
possible for Citysearch to more closely tie the amf advertising fees paid by businesses to theuat of traffic that these businesses rec
than under prior advertising models. In addition,
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Citysearch completed its shift away from its pfiacus on comprehensive website design and hodtiogigh the sale of its existing website
hosting business line.

Citysearch revenues are generated primgmibugh the sale of online advertising, both larad national, and to a smaller extent,
transaction fees from affiliate partners. Localextiging revenues are derived primarily from thie d Pay-For-Performance advertising
products. Citysearch also derives revenues frofresebliment enhanced listings in search resultgontext advertising, targeted electronic
mail promotions and targeted sponsorship packages.

EPI is a leading marketer of coupon books, discoungchant promotions and Sally Foster Gift Wrap®. 1&€juired EPI on March 25,
2003. EPI serves more than 160 major markets aes biosiness with approximately 70,000 local mershand national retailers representing
275,000 North American locations. EPI's Entertaint®eBook contains discount offers from local andioraal restaurants and hotels, leading
national retailers and other merchants specializifigisure activities. Information regarding upslhbfferings is also available through EPI's
website. A unique feature of the Entertainment® Bizathat it is typically sold in connection withrfd-raising events, with a percentage of the
sale proceeds from these events retained by schlomoisnunity groups and other non-profit organizatio

Eviteis primarily a free online invitation service. lddition to its invitation services, Evite offersmader services, polling, electronic
payment collection, photo sharing and maps. In 2898e expanded its services to include user [@®find user supplied and locally relevant
public events and activity listings. Evite now aages more than 7 million sent invitations per moBtite revenues are principally derived
from online advertising and transaction fees gdedrtom sponsorship partners integrated througtimiEvite service.

Financial Services and Real Estate

Financial Services and Real Estate consfdtendingTree, which IAC acquired on August 8020LendingTree is a leading online
exchange that connects consumers and service previtthe lending and real estates industriesoffieds services and products specifically
designed to empower these parties throughout tefatecess by striving to deliver convenience, obaind value. The LendingTree exchange
consists of more than 200 banks, lenders and logkels and more than 650 real estate brokeragessesting approximately 10,000 real
estate agents.

LendingTree's loan services generate reaefrom fees paid by lenders and loan brokerdi®tiansmission by LendingTree of
qualification forms that meet their underwritingteria. Since a qualification form can be transedtto more than one party, LendingTree may
generate multiple transmission fees for the samma.faendingTree also generates revenues from faieshy lenders and loan brokers for
services provided in connection with loans, anddajl estate brokers for purchases and sales, meee, that they ultimately close with
consumers who use LendingTree's services.

Teleservices

PRC offers an integration of teleserviespmmerce customer care services, informatiomtolyy, including database marketing and
management, and fulfillment services as part afiestop solution, providing a cost-effective anficefnt method for its domestic and
international clients to manage their growing costo service and marketing needs. PRC has devefopgdetary Customer Relationship
Management (CRM) technology to support the custasaerice needs of its clients.

PRC's consumer care operations allow diemestablish and maintain direct communicatioitl their customers. PRC is experienced
with a wide range of companies in diversified intlies,
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including travel, telecommunications, financiahgees, consumer goods and services, hospitalityeaedgy, as well as Internet-focused
industries. PRC believes that its experience, coatbivith superior training of representatives aratling-edge customer management
technology, enables it to service consumer oriemedstries in a highly effective manner.

PRC's primary source of revenue is its oomer care activities, which consist primarily obaund (customer-initiated) and outbound
teleservicing, as well as other activities, suclk-mail, fax, whitemail and online chat/IP telephony, all of whichahxe direct communicatio



with consumers. The majority of PRC's revenueslareved from inbound teleservicing, which considtsonger-term customer care and
customer service programs that tend to be moreagtadde than other teleservicing revenues.

PRC also offers a wide variety of infornoatiechnology services, including the formulatidesign and customization of teleservicing
electronic applications, programming and demogm@phifiling, in each case, on a customized ba$ Ras developed a specialized
component-based development software strategyrefifited proprietary products for its teleserviciagrommerce and fulfillment customer
care services. PRC seeks to develop and maintagaterm relationships with its clients and targatsse companies that have the potential for
generating recurring revenues due to the magniéitieeir customer service departments or markgiiograms.

REGULATION

IAC's operating businesses market and geogibroad range of goods and services througiméewof different distribution channels,
including the Internet. As a result, IAC is subjext wide variety of statutes, rules, regulatigradicies and procedures, which are subject to
change at anytime. The material statutes, rulgsilatons, policies and procedures to which IAGuUbject are summarized below. This
summary is not a comprehensive description ofredcéed or pending statutes, rules, regulationsgipsland procedures to which IAC is or
may be subject or that may otherwise affect IAGsBummary does not purport to be complete andlghmuread together with the complete
texts of the relevant statute, rule, regulatioricyor procedure described herein.

Internet Regulation
Overview

Several of IAC's operating businessespseliiucts or services to consumers and/or businesseghe Internet. Currently, there are
relatively few laws and regulations that specificagégulate, or apply to, the Internet and onlioenmerce. However, other laws and
regulations, such as consumer protection laws egualations and industry-specific laws and regutetji@among others, may apply equally to
online and offline commerce.

Due to the growth of the Internet and amliommerce, as well as concerns regarding Inténaned, U.S. federal and state and internati
authorities are continually considering the adaptiblegislation designed to regulate various atspefthe Internet and online commerce and
prevent related fraud. New legislation applicabl¢hte Internet and/or online commerce, or a chamgfee method of application of existing
laws to the Internet and/or online commerce, cauddease or decrease the attractiveness to conswameérbusinesses of purchasing goods and
services on the Internet and could impose additibnalens on companies engaged in online commargedevelopments of this nature could
increase or decrease the demand for products avideseoffered by certain of IAC's operating busses, or affect their cost of doing busin
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CAN-SPAM Act

In 2003, the United States federal govempeomulgated the Controlling the Assault of NSokcited Pornography and Marketing Act
2003, or the CAN-SPAM Act, which became effectiveJanuary 1, 2004 and pre-empts various state kpasn The CAN-SPAM Act
regulates the sending of unsolicited commercialted@ic mail by requiring the sender to: (1) inauah identifier that the message is an
advertisement or solicitation if the recipient diot expressly agree to receive electronic mail agss from the sender, (2) provide the recig
with an online opportunity to decline to receivetfier commercial electronic mail messages fronstirader and (3) list a valid physical postal
address of the sender. The CAN-SPAM Act also piithjiredatory and abusive electronic mail practanes electronic mail with deceptive
headings or subject lines.

European Union E-Mail Marketing Directive

On July 31, 2002, the European Union, erEkJ, promulgated its E-Mail Marketing Directivehieh provides that the prior explicit
consent of a consumer is required before e-mailpfaautomatic calling machines can be used tactirarket to that consumer. There is a
limited exception for existing customers, whichigarslightly throughout the member states. AlthotlghDirective was to have been
implemented by all member states by October 31320@ny of the member states' laws have not yetrbe@ffective. Subject to European
state lawmaking, it is possible that IAC subsidiardperating in Europe will be required to adagirtpractices in the future to comply with the
Directive.

Consumer Protection Regulation

Overview



The business of marketing and selling gausservices to consumers is subject to a widgerahlaws and regulations intended to
protect consumers from false and misleading adsiegj unfair trade practices and health and sédfapards, among other risks. Consumer
protection laws and regulations are enforced afdtieral level by the Federal Trade Commissiorther=TC, the Federal Communications
Commission, or the FCC, the Food and Drug Admiat&in, or the FDA, the Consumer Product Safety Casion and the United States
Postal Commissioner, among other federal governagencies. Consumer protection laws and regulatiomenforced at the state and local
level by state attorneys general and numerous tateenforcement and administrative departmentsageahcies.

Federal and state lawmakers and admirigragencies are actively considering a wide rafgeew or modified consumer laws,
regulations and enforcement strategies. The reogriementation of regulations in the area of teldmating and consumer privacy law
evidence this commitment. In addition, federal atade regulators have increased levels of enforoeaativity regarding the use and sharin
consumer information, the use of endorsementsestirtonials, the use of pre-acquired credit cambawt information, advance consent
marketing, the liability of participants in markagi activities and marketing claims for weight-lgseducts, dietary supplements and exercise
equipment. These enforcement actions have resultedreasingly severe penalties for violators haligh IAC is unable to predict what
possible regulatory changes and enforcement pesnihay be implemented and what effect they may loavthe marketing activities of its
businesses, IAC continues to keep abreast of thdatry environment and the possible implicationghe activities of IAC and its busines:

Certain of IAC's businesses are subjespgzialized regulation beyond the general requirgsnef truth in advertising enforced by the
FTC. For example, the HSN and America's Store teil@v networks sell a diverse range of producthéopublic. Some of these products, and
representations about them, may be subject toatgnlby various regulatory agencies in additioth®FTC. For example, the sale of heall
cosmetic products may be subject to regulatiorhbyRDA. The HSN and America's Store television ek review claims about products
that they sell, test those products
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that they believe require testing and maintaimtrej and rigorous compliance programs to promotes@mture material compliance with
applicable laws and regulations.

Certain of IAC's businesses face considerelmallenges in complying with these consumergutidn laws and regulations, specifically,
the HSN and America's Store television networkstdube nature of their marketing mediurfive, unscripted television 24 hours a day, se
days a week on two networks—particularly in lightaggressive enforcement by the FTC and stateretysrgeneral of consumer protection
laws against marketers in the direct response tndusonetheless, IAC believes that the HSN and Acaés Store television networks and its
other businesses subject to these regulations gampll material respects with these regulations.

Use of Personally Identifiable Information

Customers in the ordinary course volunggsiovide IAC's various businesses with personidigntifiable information, or PII. Pll includes
information specific enough to identify a custorrrch as his or her name, address, telephone nwonbemail address. This information is
used primarily to respond to and fulfill customequests for the products and services offered I6/dAarious businesses and their marketing
partners. Pll is sometimes used to offer consumeducts that may be of interest to them based thpain prior purchases from one or more
IAC's businesses.

The issue of consumer privacy has recesudxtantial attention from federal, state and fprgjovernments. This attention has resulted in
the enactment of certain laws and regulations thadonsideration of many other proposals, to sefefjconsumer privacy. Pending proposals
vary substantially, and it is uncertain which,ifyamay become law. Some proposals would requingpemies that sell the same product both
online and offline to treat customer informatiortaibed in such transactions differently dependipgruthe sales medium used. Some prop
would allow companies to use customer informatmmvirious purposes, provided that consumers aeng choice and do not "opt out” of
such uses, while other proposals would prohibihaiges unless consumers are given a choice anidigyuthorize such uses by "opting in."
IAC cannot predict whether any of the proposedamyvlegislation currently pending will be enactedthe effect, if any, that such legislation
could have on IAC's businesses.

Federal and certain state governments renantly enacted certain laws and regulationsinglab consumer privacy. The most far-
reaching of these current laws focus on financigliiutions, health care providers, and compaithasihtentionally solicit information from
children. The California Online Privacy Protectidat of 2003, which goes into effect on July 1, 20@tuires operators of commercial
websites and online services that collect PII f@alifornia residents to conspicuously post and dgmyith a privacy policy. The privacy
policy must disclose: (1) the types of PlI colletts the site and third parties, if any, with whtiva PIl may be shared, (2) how consumers can
review and request changes to their Pll, (3) hawvagerators notify consumers of material changésegrivacy policy and (4) the effective
date of the policy. Additionally, the FTC has theteority to police consumer privacy commitments mag companies. For example, a claim
that a company has violated a privacy policy thas communicated to its customers may be actiermbthe FTC.

The primary international privacy regulasao which certain of IAC's international busiressare subject are Canada's Personal
Information and Protection of Electronic Documefits, or PIPEDA, and the laws of the member stafdh@EU, which are based on the EU
Data Protection Directive. This Directive requiesgh member state to enact data protection lawsadnéain minimum standards and
obligations. While PIPEDA and the Directive are soamnized below, the laws of individual EU membetetanay contain more rigid de



protection standards and regulations:

. PIPEDA provides Canadian residents with privacytgrtions in business transactions. PIPEDA recogrtize individual's right
to privacy in his or her personal information, askedges the need of businesses to collect, usslzare personal information,
and establishes rules for
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handling personal information. On January 1, 2G0BEDA was extended to the collection, use, orloésze of personal
information in the course of any commercial activitithin a province.

. Individual member states within the EU have spec#gulations related to the cr-border transmission of personal informat
The EU Data Protection Directive encompasses matiese individual regulations and requires comgsudioing business in
member states to comply with its standards, whécjuire all non-EU based companies doing busineEtlimember states to
provide adequate data privacy protection and natisen sending personal data from any of the EU neerstates. Not all of the
EU member states have implemented this Directiveeuniform and consistent fashion. In 2000, therimber states adopted a
safe harbor arrangement under which U.S. businesagsadopt procedures that comply with Europearapyi regulations and
certify their compliance through notice to the UD@partment of Commerce. Participation in the safidor qualifies a compat
to receive data from EU member states. U.S. corepahiat avail themselves of the safe harbor arraegeare subject to
oversight and possible enforcement actions by @ &r the Department of Transportation, or the D@fich has authority
over "ticket agents."

Telephone Sales and Solicitations Regulations

Several of IAC's subsidiaries sell anda@bthe sale of products or services to customees the telephone. Telephone transactions and
solicitations are subject to state and federal laws

Telemarketing activities are regulatechatfederal level by both the FTC and the FCC punsteaauthority granted these agencies under
the Telemarketing and Consumer Fraud and AbuseeRtien Act, or TCFPA, and Telephone Consumer Ptiote@ct, or TCPA, respectivel

The FCC's regulations enforcing the TCPAeniritially promulgated in 1992 and included ragions on the use of automatic telephone
dialing systems, artificial and prerecorded messagel the use of telephone facsimile machinesrtd gesolicited advertisements. The FTC's
telemarketing regulation, the Telemarketing SalekeRor TSR, was originally introduced in 1995 awatained various prohibitions against
deceptive and abusive telemarketing practices.

In January 2003, the FTC issued an amem@®&icontaining many significant changes from thiginal regulation, including the creation
and enforcement of a National Do Not Call RegisBgveral months later, in July 2003, the FCC anocedramendments to its own TCPA
regulations, many of which mirror and/or complemtéet provisions in the TSR. As a result of thesenges, the TSR and TCPA regulations
cover nearly all telemarketing activities with sianirules.

The amended TSR, most of the provisionshi€h became effective in March 2003, impose varimstrictions and obligations on parties
engaged in sales solicitations and or charitalieisdions via the telephone. It requires thatt@ier disclosures be made to the consumer at the
outset of the telemarketing transaction and tharodisclosures be made prior to obtaining the wores's payment information. Calling time is
limited between 8am and 9pm. Offers involving prizemotions or negative option features have atpecific disclosure requirements.
Marketers are also required to obtain the conssreapress informed consent to be charged in coiomewstth any telemarketing transaction.
The new TSR contains specific requirements foriabitg express informed consent for offers involvinge trial offers and/or the use of
preacquired account information. The new TSR astricts the use of predictive dialers by requitimat calls be connected to a live operator
within two seconds after the consumer answeringétlecompletes his or her greeting and prohibitielgmarketers from abandoning more
than 3% of telemarketing calls.

As of October 2003, the FTC began enfortirgNational Do Not Call Registry. Consumers whbadt wish to receive telemarketing
sales calls can place their number on the NatiDodNot Call Registry and telemarketers are prohibfrom calling them, unless an establis
business relationship, as defined in the statuis{sebetween the seller and the consumer. Saltaother
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entities seeking to obtain the National Do Not G&bistry are required to register on the FTC'ssitetand pay the appropriate access fee.
Further, as of January 29, 2004, telemarketersegpgred to transmit caller ID information to complith the TSR.

The FCC's revised TCPA regulations likewaséorce the National Do Not Call Registry agathsise entities subject to FCC jurisdictis



and also contain caller ID signal and predictiveeliabandoned call requirements that largely mifvose found in the FTC's amended TSR.
The new TCPA regulations also contain revisionth&FCC's earlier restrictions on the use of tedeghfacsimile machines to transmit
unsolicited advertisements. In particular, the FQ@w law, effective January 2005, requires sertdevbtain prior express permission to
deliver the advertisement, as evidenced by a sigmetien statement with certain disclosures.

Most states have enacted legislation réigpglaelephone solicitations. Some state statuths ¢he requirements of the federal laws while
other states impose more restrictive requiremémsexample, some states require the telemarkatforaseller to register and bond the
telephone campaign in the state before solicitdtegins. Some states prevent telephone sales feoconting final unless a written contract is
signed and returned by the buyer. Nonetheless, sbthese states provide exemptions for the contegiirement if a certain refund policy,
set forth by the statute, is followed. Most statésor the federal laws regarding the time limibaiti However, some states prohibit calls during
other times and days. Many states have their owN@dCall lists. However, most states have harmexshiheir state list with the National Do
Not Call Registry. Nevertheless, the applicatiod aremptions of each state's Do Not Call law magnbee restrictive than the National |
Not Call law. Furthermore, some states requirentalieters to inquire at the beginning of the cédiktier the consumer consents to
solicitation. Moreover, some states require thentarketer to promptly discontinue the solicitatiiotmne consumer gives a negative response at
any time during the call. Penalties for violatiditltese state telemarketing regulations vary frteesto state and may include criminal as well
as civil penalties.

Industry-Specific Regulations
IAC Travel

IACT businesses must comply with laws aggliations relating to the travel industry andghe of travel services. These include
registration in various states as sellers of traxetation clubs and/or timeshare services, compdiavith certain disclosure requirements and
participation in state restitution funds. Both fAiEC and state consumer protection agencies takgosigon that regulations prohibiting unfair
and deceptive advertising practices apply to trusinesses. In this regard, in 2003, the FTC sel#guidance to Internet search companies
concerning the inclusion of paid advertising anidl pdacement within search engine results. Theanuid announced the FTC staff's view that
Internet search engines that fail to identify arstidse such paid placement and paid advertisingbeanisleading consumers and may thus
violate federal law. Although IAC does not belighat any of its businesses that sell travel sesvammstitutes a "search engine,” the FTC has
indicated that its guidance also may apply to aikieg and placement on travel websites.

IACT businesses are also affected by reégujand legal changes or uncertainties relatingaeel suppliers and computer reservation
systems, or CRS. For example, following the evehSeptember 11, 2001, heightened security proesdapplicable to airline travel may
affect the demand for air travel, as well as traezlices in general. In another example, the D&xémtly amended its rules governing CRS
systems to eliminate most existing rules effecfimeuary 31, 2004, with the remaining CRS rulesettebminated effective July 31, 2004. As a
result of the changes effective January 31, 2084DXOT will no longer require (i) that an airlinereing more than 5% of a Global Distributi
System, or GDS, participate at the same levelliather GDSs or (ii) that GDS pricing be uniformatib of its airline customers. The change in
the CRS rules could have an adverse effect on |IB@Sinesses, even if they do not technically applyuch businesses. For example, the
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amendments to the CRS rules expressly seek taagiuges more flexibility in bargaining with CRS hich could result in any CRS negotiating
to receive less compensation from an airline. Saduced compensation could cause the CRS to attemg@tluce any payments that it makes
to IACT businesses for sales of that airline'setsk

In addition, the DOT is considering additb regulation of travel agent service fees. In &uber of 2002, the DOT proposed a rule to
govern the disclosure of service fees. That prdpeaa the subject of legislation passed by Congasgsart of the Departments of Treasury
Transportation Appropriations Act for Fiscal Ye&02. The legislation requires the DOT to repubiistservice fee proposal and seek
additional public comment if it intends to procesith its service fee rulemaking. The DOT has ngltdished a proposal, making it unclear
whether it intends to proceed with this rulemaki8gould the DOT adopt its original proposal, IAQIsmesses would have less flexibility in
charging and listing service fees and would facegased compliance costs.

The underlying services and goods solddrtain IACT businesses, such as hotel rooms, tiareshand car rentals, are regulated
domestically and internationally. Because theselegipns directly affect the goods and services @ne offered or exchanged by IACT
businesses, they may affect IAC's business as &whbe laws and regulations applicable to thesglg@and services are subject to change,
and IAC is unable to predict what changes in therzay be adopted and the potential impact of ac shanges on IAC's businesses.

Some states and localities impose a trahsiecupancy or accommodation tax, or a form afséx, on the use or occupancy of hotel
accommodations. For more information, see "Managé&mPiscussion and Analysis of Financial Conditiomd Results of Operationsritical
Accounting Policies."

IACT businesses are currently subject,atACT continues to expand the reach of its bissieg into the EU and other international
markets will become increasingly subject, to leggisin applicable to travel service providers insthenarkets, including legislation regulat



the sale of travel packages and industry specé#fioeradded tax regimes, among other types of kgisl. Legislation applicable to travel
service providers in these markets is subject &mgh at any time and authorities in these marketsantinually considering new legislation
well as changes in the application of existing lamd regimes applicable to, travel service prowderd the travel industry. In addition, the
application of a given type of legislation may lobject to interpretation by the applicable taxingharities. IAC monitors, and will continue to
monitor, these initiatives to determine which,nffacould have an adverse effect on its travelrimsses.

Electronic Retailing
Cable Television Distribution Regulation

Cable Ownership. Congress, the FCC and federal courts curr@méyreviewing certain existing cable, newspaperraadia ownership
restrictions. Depending on the outcome of FCC pedo®ys and of any subsequent court review, indalidable operators might acquire
control over larger segments of the nation's cabsomers and channels, in which case the HSN ametida's Store television networks, or
any other programming network owned and operateld\Bycould be required to negotiate with fewer eabperators, controlling larger
portions of the market, for the terms of and opymityy to secure carriage. Regardless of the outanitieese FCC proceedings, the antitrust
laws could impose independent limitations on thecemtration of cable ownership. IAC cannot prethietoutcome of these FCC proceedings,
any subsequent court challenges, or future apitsibf the antitrust laws. No assurances can lertiaat the outcome of these FCC
proceedings and subsequent marketplace activitydvoat materially affect IAC or its operating bussses.

Digital Television. The FCC has taken a number of steps to impledigital television service, or DTV (including Higdefinition
television), in the United States. Material develgmts in the DTV
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rollout could affect HSN U.S.'s business. For exiamip the future, low-power television stationsrea by or affiliated with HSN U.S. might
have to cease operations due to irremediable @rente with or from new digital television allocats. Moreover, the DTV rollout will likely
increase the number of channels available to coasyrwhich could affect consumer viewing pattemms AISN U.S.'s business.

"Must-Carry" Rights.  Full-power television broadcasters have certainst-carry" rights with respect to their carridgecable systems
in the broadcaster's local market. These rightbleratelevision broadcaster to demand carriage specified channel on cable systems within
its television market, which area has been defmelielsen as a Designated Market Area. Full-pawkavision broadcasters also are seeking
"must-carry"” rights for their digital televisionagions, which may require the carriage of multigilgital streams to cable systems during and/or
after the digital rollout is complete. HSN U.Safected by these mandatory carriage rights, anddvoe affected by digital "must-carry," in
that cable systems have fewer channels availableatde programming such as the HSN and Ameridai® $elevision networks. In addition,
low-power television stations generally do not grijmust-carry" rights and must bargain for carriagecable systems.

German Lottery Regulations. German state lottery regulators independeethew the game show formats of 9Live, a wholly-odne
subsidiary of EUVIA that broadcasts interactive gaand quiz show programming, for compliance withrGan law. Under German law
regulating gambling, or games of chance, if (i) tiékcome of a game is not fundamentally dependehe intellectual or physical skills of the
player(s), but rather is solely or predominantlyed@ined by chance, and (ii) the player has torpaye than a nominal fee, the game is illegal
unless officially authorized.

Ticketing

Ticketmaster is subject to certain stat lacal regulations, including laws in several esagstablishing maximum convenience and
processing charges on tickets for certain live &vanthe primary and/or secondary ticketing maskéther legislation that could affect the \
Ticketmaster does business, including legislatiwat tvould further regulate convenience chargesoader-processing fees, is introduced from
time to time in federal, state and local legislatbodies. Ticketmaster is unable to predict whegingrsuch legislation will be adopted and, if
so, the impact thereof on its business.

Ticketmaster has recently introduced, amenids to continue to introduce in the future, peaducts and services. Many of these products
and services either have never previously existdthee developed rapidly due to the fast rate ahge in Internebased business models. #
result, the impact of existing laws and regulationghese new products and services, such asthesion of ticketing services in the
secondary market, is uncertain. Ticketmaster betighat its new products and services comply wiiktiag laws and regulations, but there
be no assurance that such laws and regulationsigtiih the future be applied to these new prodantsservices in unforeseen ways. As such,
the impact of the application of such laws and t&tinns on certain of Ticketmaster's businesseaadme foreseen and may have a material
adverse effect on such businesses and the ap@ipaddiucts and services.

Ticketmaster's products and services difestito various sales, use and value-added taxgioos under applicable local, state and
national laws. The application of such tax provisido Ticketmaster's established and new productservices is subject to the interpretation
of the applicable taxing authority. Ticketmastelides that it is in compliance with these tax ps@mns, but there can be no assurance that
taxing authorities will not take a contrary positiand that such position will not result in a miesdverse effect on Ticketmaster's business,
financial condition or results of operatiol
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Financial Services and Real Estate

Services available through the Lending®eehange are subject to extensive regulation bpwsifederal and state governmental
authorities. Because of uncertainties as to théicgiyplity of some of these laws and regulationshte Internet and, more specifically, to
LendingTree's business, and considering that LeTaae's business has evolved and expanded intavedlashort period of time, LendingTre
may not always have been, and may not always lsmrpliance with applicable federal and state land regulations. Failure to comply with
the laws and regulatory requirements of federalstaté regulatory authorities may result in, amethgr things, revocation of required licen
or registrations, loss of approved status, terrmonatf contracts without compensation, loss of epestatus, indemnification liability to loan
brokers and others doing business with LendingTadministrative enforcement actions and fines,scéadion lawsuits, cease and desist orders
and civil and criminal liability.

Many, but not all, states require licenwesolicit or broker to residents of those stali@sns secured by residential mortgages, and other
consumer loans. LendingTree does not currentlymaredit requests for loan products from resideftgates in which it is not licensed to
provide those products or is exempt from licensingnany of the states in which LendingTree isr&ed, it is subject to examination by
regulators. In addition, LendingTree is requiredldain real estate broker licenses, additionaltgaagre broker licenses and individual custo
care department personnel licenses in numerolwesstat

As a computer loan origination system ortigage broker conducting business through theretetendingTree faces an additional level
of regulatory risk given that most of the laws gaweg lending transactions have not been substhntévised or updated to fully
accommodate electronic commerce. Until these lawkss and regulations are revised to clarify tiapiplicability to transactions conducted
through electronic commerce, any company providiagrelated services through the Internet or other medmrlectronic commerce will far
compliance uncertainty. Federal law, for exampénegally prohibits the payment or receipt of redkfees in connection with residential
mortgage loan transactions. The applicability éémel fee prohibitions to the lender, realty seed, advertising, marketing, distribution and
cyberspace rental arrangements used by online adewpkke LendingTree may have the effect of redg¢he types and amounts of fees that
LendingTree may charge or pay in connection witl estate-secured products.

The parties conducting business with Legtinee, such as loan brokers and other website tmpsyanay similarly be subject to federal,
state and local regulation. These parties actdep@ndent contractors and not as agents of Lenciegih their solicitations and transactions
with consumers. Consequently, LendingTree cannairenthat these entities will comply with appli@ldws and regulations at all times.
Failure on the part of a lender or other websiterafor to comply with these laws or regulationsldaasult in, among other things, claims of
vicarious liability against LendingTree or haveaatverse impact on LendingTree's reputation.

In addition to licensing requirements, feedand state laws regulate residential lendingyitiets and record keeping requirements of
brokers and lenders. At the federal level, LendiegTs services are regulated by, among other thesruth in Lending Act and Regulation
the Equal Credit Opportunity Act and Regulatiortigs Fair Housing Act, the Fair Credit Reporting Aetleral privacy laws, and the Real
Estate Settlement Procedures Act and Regulatiorh&se laws generally regulate the manner in widah kervices are made available,
including advertising and other consumer disclosupayments for services, record keeping requirésnand the privacy and reporting of
consumer data. State and federal laws also pralnilfétir and deceptive trade practices and requinepanies to adopt appropriate policies and
practices to protect consumer privacy.

The Real Estate Settlement Proceduresch®ESPA, and related regulations generally prolif)ithe payment or receipt of fees or any
other item of value for the referral of a real &stsecured
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loan to a loan broker or lender and (2) fee shareplits or unearned fees in connection with ttevigion of residential real estate settlement
services, including mortgage brokerage lendingisesvand real estate brokerage. Notwithstandingetpeohibitions, RESPA permits
payments for goods or facilities furnished or fengces actually performed, so long as those paysriggar a reasonable relationship to the
market value of the goods, facilities or servicesv/pled. A separate exception exists for coopeedtiokerage fees exchanged between real
estate brokers. LendingTree believes that it hastsired its mortgage and home equity productaticeiships with loan brokers and other
companies and websites to comply with RESPA. Howeflie way in which RESPA's referral fee and feétspy prohibitions apply to these
types of Internet-based relationships is uncledrtha appropriate regulatory agency has provideddd guidance to date on the subject.

Teleservices

The industries served by PRC are subjeeatging degrees of government regulation, inclgditate qualification and licensing
requirements. PRC works closely with its clientd #émeir advisors to develop the scripts to be UseBRC personnel in making customer
contacts and to comply with any state qualificatoad/or licensing requirements for eligibility terform services for clients. PRC generally
requires its clients to indemnify PRC against ckaand expenses arising out of its services perfdmnets clients' behalf or in connection w



any third-party claim against the client arising oliits business activities.

TRADEMARKS, TRADENAMES, COPYRIGHTS, PATENTS, DOMAIN NAMES,
AND OTHER INTELLECTUAL PROPERTY RIGHTS

IAC and its operating businesses regaril thellectual property rights, including theirrsee marks, trademarks and domain names,
copyrights, trade secrets and similar intellecpuaperty, as critical to IAC's success. For examplgedia relies heavily upon the software
code, informational databases and other compotiesitsnake up its travel planning service, all ofchhare protected by copyright
registrations and patent applications.

IAC and its operating businesses rely eorabination of laws and contractual restrictionthwve@mployees, customers, suppliers, affiliates
and others to establish and protect these propyiggghts. Despite these precautions, it may besipdes for a third party to copy or otherwise
obtain and use trade secret or copyrighted inteié¢@roperty of IAC or any of its operating busises without authorization which, if
discovered, might require the uncertainty of legylon to correct. In addition, there can be naaswxe that others will not independently and
lawfully develop substantially similar properties.

IAC has registered and continues to apphegister, or secure by contract when approprigtésademarks and service marks and those of
its operating businesses as they are developedsadj and reserves and registers domain namedeenits appropriate. IAC vigorously
protects its trade and service marks and domairesaas well as those of its operating businesse&ffective trademark protection may no
available or may not be sought by IAC in every dopim which its products and services are madéabla, and contractual disputes may
affect the use of marks governed by private coht@imilarly, not every variation of a domain namay be available or be registered by IAC,
even if available. The failure to protect IAC'sdlt¢ctual property in a meaningful manner or chrgjkess to IAC's contractual rights could
materially adversely affect its business, resuétriosion of its brand names and limit its abil@ycontrol marketing on or through the Internet
using its various domain names.

IAC has considered, and will continue tagider, the appropriateness of filing for patentpriotect future inventions, as circumstances
may warrant. However, many patents protect onlgifipe
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inventions and there can be no assurance thatsatiey not create new products or methods that aelsienilar results without infringing upc
patents owned by IAC.

From time to time, IAC may be subject tgdeproceedings and claims in the ordinary coufsts dusiness, including claims of alleged
infringement by IAC of the trademarks, copyrightatents and other intellectual property rightshrfck parties. In addition, litigation may be
necessary in the future to enforce the intelleghwaperty rights of IAC, protect its trade secr@tso determine the validity and scope of
proprietary rights claimed by others. Any suctglition, regardless of outcome or merit, could teswubstantial costs and diversion of
management and technical resources, any of whighl enaterially harm our business.

COMPETITION
IAC Travel

IACT businesses compete in rapidly evohamgl intensely competitive market places. All o€IRs businesses attempt to differentiate
themselves from competitors primarily on the ba$igeatures and usability, whether online or offlileveraging their technology leadership,
breadth and value of travel products and serviffeseal, customer service and quality of travel piag content and advice. Depending on the
customer segment served, different businessestnéss different features and usability.

In the United States, IACT businesses tamapetition from a number of sources for both lesand corporate travelers. They compete
with other online and offline travel planning seeiproviders that offer inventory from multiple gliprs, suppliers that sell their own invent
directly to consumers via the telephone, Intermettberwise and consortiums of suppliers, suchréand TravelWeb. Currently, most
hotels sell their services through travel agendrasel wholesalers or directly to customers, maby telephone. Increasingly, however, major
hotels are offering travel products and servicesadly to consumers through their own websites, [&@IT believes that this trend will
continue.

In the case of Interval, the global timeshexchange industry is extremely competitive.rirdkfaces competition from Resort
Condominiums International, LLC, a subsidiary oh@ant Corporation, as well as several other congsathiat perform exchanges on a
smaller, often more regional, basis. In additionuenber of management companies compete with lategvoffering exchange opportunities
between resorts that they manage as a compon#minfnanagement services. In addition, a wideetpof vacation clubs and large resort
developers are creating and operating their owarrial exchange systems to facilitate exchangetini@share owners at their reso



For those IACT businesses with an onlin@gonent, IACT believes that as demand for onliagdr services grows, companies already
involved in the online travel services industry el as traditional travel suppliers and travetiagjes, will increase their efforts to develop
services that more closely resemble the onlineices\of IACT businesses. IACT businesses also ffatential competition from Internet
companies that have not yet entered leisure ormocatg travel. IACT is unable to anticipate whichetcompanies are likely to offer service:
the future that will compete with the products aedvices of IACT.

In addition, some of the current and pagmompetitors of IACT may have greater brand gggtion, longer operating histories, larger
customer bases and greater financial, marketingotivet resources, and may enter into strategiommeercial relationships with larger, more
established and well-financed companies. Somegasititompetitors may be able to secure servicepraddcts from travel suppliers on more
favorable terms, devote greater resources to niagkehd promotional campaigns and devote substlymiere resources to website and
systems development. New technologies and theregedienhancement of existing technologies alsointagase competitive
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pressures for IACT. There can be no assurancatlyatACT business will be able to compete succdlgsfigainst current and future
competitors or address increased competitive pressu

Internationally, IACT businesses competthwi similar set of participants and other entitiest vary on a country-by-country basis. IACT
competes with many of these parties described ahogd@thers in the provision of its private-labebking services.

Electronic Retailing

HSN U.S. operates in a highly competitive environmeite HSN and America's Store television networkdradérect competition
with traditional offline and online retail merchasers, ranging from large department stores toiaftgshops, electronic retailers, direct
marketing retailers such as mail order and catatwgpanies and discount retailers. The HSN and ArasriStore television networks compete
with certain other companies, which have an affdim or common ownership with cable operators ahiclvmarket merchandise by means of
live television.

The HSN and America's Store television eks also compete for access to customers andraxgdghare with other conventional forms
of entertainment and content, such as programnoingdtwork and independent broadcast televisidiosis, basic and pay cable television
services, satellite master antenna systems, hoteliteadishes and home entertainment centersattiqular, the price and availability of
programming for cable television systems affectabailability of these channels for HSN and Ames@tore programming and the
compensation which must be paid to cable oper&bonlated carriage.

In addition, competition for channel capadias increased. While the advent of digital catrid new compression technologies may
decrease this competition, this additional capatiy encourage competitors to enter the marketpNaerediction can be made with respect
to the viability of these technologies or the extenvhich they will ultimately impact the availdibj of channel capacity.

HSN.com competes with numerous brick-andtangetailers, other online and offline retail ogtgons, catalog merchants and television
shopping channels. A number of the online competit@ve a larger user base and have expertisey@ogéng online commerce. IAC believes
that the principal competitive factors in this metriare selection of goods, customer service, riétiabf delivery, brand recognition,
convenience and accessibility, price, quality @freh tools and system reliability.

HSN International. HSE-Germany competes in Germany with traditioetailers, direct marketing retailers and otheestronic
retailers. There are operators throughout the wibidtl either offer 24-hour electronic retailingave using infomercials and a small amount of
live programming that compete with HSEermany. 9Live competes for access to participamtsaudience share with other conventional fc
of entertainment and content, such as programnoingdtwork, independent and pay television, as althther forms, both offline and online,
of game show content. Sonnenklar faces competfitam traditional travel agencies, tour operatorkicl are increasingly selling directly to
consumers, and online travel service providers.

Ticketing

Ticketmaster's ticketing business, inclgdicketmaster.com, faces competition and potentiaipetition from other national, regional ¢
local ticketing service companies and entertainmegdnizations with ticketing distribution capatids, as well as from its clients and
aggregations of its clients, such as major leagoets leagues, who may elect to fulfill ticketingtdbution and management functions through
their own systems. Not all facilities, promotersl ather potential clients use the services of doraated ticketing company, choosing instead
to distribute their tickets through their own imtal box offices or other distribution channels. swtingly, Ticketmaster
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competes with facilities, promoters and other ptigé¢lients for the right to distribute their tiets at retail outlets, by telephone and on the
Internet.

Other companies compete with Ticketmasyesdiling stand-alone automated ticketing systemengble the facilities to do their own
ticketing. Several of Ticketmaster's competitorgehaperations in multiple locations, while othepsnpete principally in one specific
geographic location. Ticketmaster experiences ankial competition for potential client accountslaenewals of contracts on a regular basis.
Accordingly, there can be no assurance that préiseenr renewal clients will enter into contractighwTicketmaster rather than Ticketmaster's
competitors (including clients that choose to sitribute with, or without, the assistance of thenerous companies that support self-
distribution). Ticketmaster competes on the bakgaducts and service provided, capability of tiicketing system, its distribution network,
reliability and price.

As an alternative to purchasing ticketstigh Ticketmaster, ticket purchasers generally maghase tickets from the facility's box office
at which an event will be held or by season, supon or group sales directly from the venue aymoter of the event. Although
Ticketmaster's clients may process sales of thielsets through the Ticketmaster System, Ticketmrad#eives no convenience charge or other
processing revenue from the ticket purchasers rgpect to those ticket purchases.

Personals

The personals business is very competitive highly fragmented. Primary competitors of taeiaus brands that comprise Personals
include numerous online and offline dating and tnataking services (both free and paid), some of wbjgerate nationwide and some of
which operate locally, and the personals sectiémewspapers and magazines. In addition to broadébpersonals services, there are
numerous niche websites and offline personals aeswthat cater to specific demographic groups.

IAC Local Services

The markets for local content, local seggiand local advertising are highly competitive diveirse. Citysearch's primary competitors
include online providers of local content, numersaarch engines and other site aggregation conmgpanegtlia, telecommunications and cable
companies, Internet service providers and nichepetitors which focus on a specific category or gapby and compete with specific content
offerings provided by Citysearch. Many of Citysdesaompetitors have greater financial and margetesources than it has and may have
significant competitive advantages through otheediof business and existing business relationshipthermore, additional major media and
other companies with financial and other resougreater than Citysearch may introduce new Intggneducts addressing the local interactive
content and service business in the future.

Evite competes with a number of online fatidon and party planning services that includeviglers of online greeting cards, web-based
invitation services and electronic mail servicest tbrovide party planning functions. Evite also pates with traditional offline invitation
services that provide papbased invitations and party planning services.eeaiso competes with online and offline social reking services

EPI currently competes on a national levigh other providers of dining and other discoumtsd on a local level with a variety of disco
programs distributed via traditional fundraisingnohels. EPI also competes with companies thatrad&ibnal fundraising channels to
distribute products other than local discount argam books, such as gift wrap, magazines and catel
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Financial Services and Real Estate

In the case of lending-related servicesidiegTree competes with traditional offline lendingtitutions and financial service companies.
LendingTree also competes with e-lenders, includliaditional lending institutions that are develgptheir own, stand-alone lending channels,
which originate the bulk of their loans throughitt@vn websites or the telephone. In addition, samine financial services companies,
including online brokerages and Internet banksehastended consumer products to include onlineihgndhese companies typically operate
consumer-branded websites and attract consumeonliiee banner ads, key word placement on seargimes, partnering with affiliates and
business development arrangements with other pirepgincluding major portals. In the case of esthte-related services, LendingTree
competes with websites that provide online realtesteferral services for a fee, as well as websitat offer real estate broker lists without
related services and customer support.

Teleservices

The consumer care industry in which PRCates is very competitive and highly fragmentedm@etitors range in size from very small
firms offering specialized applications and shertt projects, to large independent and internatifimas and the in-house operations of many
clients and potential clients, which comprisesl#iigest segment of the industry. In addition, PR@petes with large technology and
consulting firms with which it has not partneredd&e advantage of potential business opportunfiB believes that the principal
competitive factors in its industry are a reputatior quality, sales and marketing results, prieehnological expertise and application, and the
ability to promptly provide clients with customizadd creative solutions and approaches to theiomes service and marketing needs. Cel



competitors may have capabilities and resourcestgréhan PRC's, which may be a competitive disatadege in bidding for very large
programs.
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EMPLOYEES

As of December 31, 2003, IAC and its sulasids employed approximately 25,700 full-time eaygles across its various businesses. IAC
believes that it generally has good employee aiatiips, including relationships with employeesespnted by unions and guilds.

ADDITIONAL INFORMATION

The Company maintains a websitenatv.iac.com. The information on the Company's website is nobiporated by reference in this
Annual Report on Form 10-K, or in any other filing&h, or in any information furnished or submittex] the Securities and Exchange
Commission, or the SEC.

The Company makes available, free of ch#rgrugh its website, its Annual Reports on ForrrKl@uarterly Reports on Form 10-Q and
Current Reports on Form 8-K (including related admants) as soon as reasonably practicable aftetrahécally filed with, or furnished to,
the SEC.

The Company's code of ethics, which appbesll employees, including all executive officarsd senior financial officers (including IA(
Chief Financial Officer and IAC's Controller) anuattors, is posted on the Company's websitevat.iac.com . The code of ethics complies
with Item 406 of SEC Regulation S-K and Nasdagsuy changes to the code of ethics that affexptiovisions required by Item 406 of
Regulation K, and any waivers of the code of ethics for IA€gcutive officers, directors or senior financitflazrs, will also be disclosed
IAC's website.

Item 2. Properties

IAC's facilities for its management and igtions are generally adequate for its currentanrittipated future needs. IAC's facilities
generally consist of executive and administratiffeees, fulfillment facilities, warehouses, opemts centers, call centers, television production
and distribution facilities, satellite transpondées and sales offices.

All of IAC's leases are at prevailing marla "most favorable," rates and, except as notétth, unaffiliated parties. IAC believes that the
duration of each lease is adequate. IAC believatsit$ principal properties, whether owned or leasee adequate for the purposes for which
they are used and are suitably maintained for thaggoses. Most of the office/studio space leageld\B is substantially utilized, and where
significant excess space exists, IAC leases oesagbk such space to the extent possible. IAC daeshticipate any future problems renewing
or obtaining suitable leases for its principal pdjes.

Corporate

IAC leases approximately 30,000 squareffeets principal executive offices at CarnegielHawer, 152 West 5% Street, New York,
New York, which lease expires on October 30, 2!

IAC Travel

Expedialeases approximately 200,000 square feet for ésltpearters in Bellevue, Washington, pursuant tedeavith expiration dates
ranging from May 2004 to 2009. Expedia and its &liages also lease space domestically in: San, f&mifornia; Washington, D.C.; Ft.
Lauderdale, Florida; Post Falls, Idaho; Las Vefjsjada and Seattle and Tacoma, Washington. Thelglgtkexpiration dates for these leases
range from October 2004 to September 2007.

Expedia and its subsidiaries also lease@fpace internationally in: Sydney, Australiay&sels, Belgium; Montreal, Canada; Toronto,
Canada; London, England; Paris, France; Munichir@aay; Milan, Italy; Amsterdam, The Netherlands &alrid, Spain. The scheduled
expiration dates for these leases range from M&y 20 June 2013.
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Hotels.comleases approximately 73,300 square feet of offiees for its headquarters in Dallas, Texas, putdoam lease that expires



2010. Hotels.com and its subsidiaries also leafseecfpace domestically in: Miami, Florida; New €xhs, Louisiana; Grand Haven, Michigan;
Springfield, Missouri; Atlantic City, New JerseydArlington, Ft. Worth and Pharr, Texas. Subsidiaiof Hotels.com lease office space
internationally in Paris, France and Hong Kong,n@hiThe scheduled expiration dates for these leasge from November 2004 to
December 2010.

Hotwire leases approximately 25,000 square feet of offiees for its corporate offices in San Franciscdif@aia, pursuant to a lease
that expires in April 2008.

Interval International® leases office and/or call center space in 9 lonatin the United States, including space for itsgypal offices
and its principal call center in Miami, Florida,rpuant to long-term leases that expire in July @ntbber 2016, respectively. Interval also
leases office space in 18 locations outside oflhi¢éed States, including space for its Europeardbearters in London, England, pursuant to a
lease that expires in May 2016.

Electronic Retailing

HSN U.S.owns an approximately 480,000 square foot facitit$t. Petersburg, Florida, which houses its tsiewi studios, broadcast
facilities, administrative offices and training fitees. HSN U.S. also leases 40,000 square featadular buildings located at this facility.

HSN U.S. owns warehouse facilities in SttefPsburg, Florida, which are used for generabgi®iand miscellaneous facilities, and in
Waterloo, lowa and Salem, Virginia, which are uasdulfillment centers. HSN U.S. also leases wauskdacilities in: Fontana, California;
Waterloo, lowa; Edgewood, New York and Roanoke &além, Virginia pursuant to leases with expiratdates ranging from October 2004 to
October 2015.

HSN U.S. leases retail space in the Tamgpaddd Orlando, Florida areas and office spacesgcBwood, Ohio pursuant to leases with
expiration dates ranging from March 2004 to Jan2&g5.

HSN International. HSE-Germany leases approximately 3,200 squatemnin Ismaning, Germany (outside Munich) fooitices and
studios pursuant to a long-term lease.

Ticketing

Ticketmaster's corporate offices are howe8800 Sunset Boulevard, Los Angeles, Califomigich location is owned by TMC Realty,
LLC, a subsidiary of IAC.

Ticketmaster leases office space in varmtiss throughout the United States, Canada, Geynfareece, France, Ireland, Norway and the
United Kingdom pursuant to leases with schedulgaration dates ranging from 2004 to June 2014. dtitiaster also owns an operating office
in Vancouver, Canada.

Personals

Match.com leases approximately 40,100 sgfeset for its headquarters in Richardson, Texasyaunt to a lease that expires in
February 2005. Soulmates Technology leases appataiyn11,600 square feet for its headquarters @n8y, Australia, pursuant to a lease that
expires in December 2005. Match.com Internationbleases approximately 3,738 square feet for ésl¢pgarters in London, England,
pursuant to a lease with Ticketmaster that expiré&eptember 2005.

IAC Local Services

Citysearch leases approximately 36,900 regigeet for its headquarters at 3731 Wilshire Bbs Angeles, California, pursuant to a lease
that expires in 2006. Citysearch also leases loif@le space
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for its city guide business in approximately 13estthroughout the United States pursuant to leaggerms ranging from month-to-month to
seven years, most of which expire in 2005.

EPI leases approximately 72,000 squareféeets headquarters at 1414 East Maple Road,, Tvighigan, pursuant to a lease that expires
in 2014. EPI also leases local sales office spaepproximately 65 cities throughout the Unitedt&taMost of the leases for EPI's local offi
have lease terms ranging from month-to-month teetlyears.

Financial Services and Real Estate



LendingTree leases approximately 54,00@szteet for its executive offices and operation€harlotte, North Carolina, pursuant to a
lease that expires in 2010.

Teleservices

PRC leases approximately 45,000 squareofesgiace for its headquarters in Plantation, Blgrpursuant to a lease that expires in
March 2010. PRC subleases approximately 27,000rsdeet of this space to Andrx Corporation.

As of December 31, 2003, PRC operated $fouer interaction centers, ranging in size fropragpimately 9,000 to 138,000 square feet,
with workstations ranging from approximately 1201{800, in various cities throughout Florida, losrad Pennsylvania. PRC leases space for
all of its customer interaction centers, with tixeeption of its Sunrise, Florida center, whichiitns. The leases for PRC's customer interaction
centers have scheduled expiration dates rangimg flay 2004 to 2025, assuming the exercise of akwal options.

Item 3. Legal Proceedings

In the ordinary course of business, the @amy and its subsidiaries are parties to litigatioolving property, personal injury, contract,
and other claims. The amounts that may be recovargdch matters may be subject to insurance cgeera

Rules of the Securities and Exchange Cosionisequire the description of material pendirgplegproceedings, other than ordinary,
routine litigation incident to the registrant's Imess, and advise that proceedings ordinarily me¢de described if they primarily involve
damages claims for amounts (exclusive of intenredtasts) not exceeding 10% of the current assékeaegistrant and its subsidiaries on a
consolidated basis. In the judgment of managenmemie of the pending litigation matters which then(pany and its subsidiaries are
defending, including those described below, invelaeis likely to involve amounts of that magnitudée litigation matters described below
involve issues or claims that may be of particidgerest to the Company's shareholders, regardfesbether any of these matters may be
material to the financial position or operationgted Company based upon the standard set fortieiSEC's rules.

Tax-Related Litigation against Vivendi

As previously disclosed in certain of thengpbany's SEC filings, including its filing on Fort-K for the year ended December 31, 2002
(the "2002 10-K"), IAC is involved in a tax-relatdispute with Vivendi Universal, S.A. ("Vivendi"Dn April 15, 2003, IAC commenced an
action in the Delaware Chancery Court, captiod&a Interactive and USANi Sub LLC v. Vivendi Universal, SA., US Entertainment Inc., and
Vivendi Universal Entertainment LLLP , No. CA-20260. This lawsuit arises out of thedeal of Vivendi Universal Entertainment LLLP
("VUE"), a limited-liability limited partnership adrolled by Vivendi, to pay to IAC and its affilies, as partners in VUE, certain cash tax
distributions due to them over a period of yeamdaurthe express terms of the partnership agreethangoverns VUE.
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The partnership agreement provides that V&all, as soon as practicable after the clossaoh taxable year, make cash contributions to
each Partner in an amount equal to the product)adhé amount of taxable income allocated to swainEr for such taxable year. .. and (b) the
highest aggregate marginal statutory Federal,, dtatal and foreign income tax rate. .. applicablany Partner.” The partnership agreement
also provides that taxable income of VUE is to becated to the partners, including IAC and itsleffes, in a specified order, including
amounts corresponding to the cash and pay-in-kistdilglitions on IAC's and its affiliates' prefernederests in VUE, which represent a 5%
annual return on those interests (the "PreferrddrR8. The actual amount of cash distributiondwispect to taxable income on the Preferred
Return would depend on several factors, includimgamount of VUE's earnings and federal, stateJ@ral income tax rates. Assuming
sufficient VUE earnings in each of the next tweydars and a discount rate of 7%, such cash disivitgicould have a present value to IAC of
up to approximately $620 million.

The complaint in IAC's lawsuit requests tioeirt to declare that VUE is obligated to payA€land its affiliates cash tax distributions on
the Preferred Return as they become due underlttiepartnership agreement, and to order VUE to nsaké payments. As previously
disclosed by the Company, on June 30, 2003, trendahts filed an answer denying the material allega of the complaint and asserting
various affirmative defenses, as well as certaimterclaims. The counterclaims request the coultetdare that VUE is not obligated under
partnership agreement to pay to IAC and its aféiacash tax distributions on the Preferred Redurin the alternative, to reform the
partnership agreement—on the grounds of mutuahdhe alternative, unilateral mistake—so thatdationger requires VUE to make such
payments.

As previously disclosed by the CompanyJaly 21, 2003, IAC filed a reply denying the madé&llegations of the defendants'
counterclaims, which IAC believes are meritlestial discovery in the case has commenced witlexohange of interrogatories and
document requests.

On January 30, 2004, IAC filed a motionjfatgment on the pleadings, on the grounds thapldie and clear language of the partnership
agreement entitles IAC, as a matter of law, torétief it seeks. The defendants' response to tbisom is due to be filed by April 6, 200



Litigation Relating to the IAC/Hotels.com Merger Agement

As previously disclosed in certain of thengpany's SEC filings, on April 10, 2003, IAC andtels.com announced that they had entered
into an agreement under which IAC would acquiresthares of Hotels.com that it did not already omwa Btock-for-stock transaction. Under
the agreement, Hotels.com shareholders would re¢@€ stock in accordance with an exchange rafioe®genting approximately a 20%
premium, based on the closing prices of IAC andel$atom stock on March 18, 2003, the day precetiagitnnouncement of IAC's merger
agreement with Expedia. The agreement was appfoyétbtels.com's board of directors following theanimous recommendation and
approval of an independent special committee obtieed.

As previously disclosed by the CompanyAgnil 10, 2003, the day of the announcement ofl&@/Hotels.com merger agreement, a
purported class action on behalf of Hotels.cometalders was filed in the Court of Chancery, Newt@aCounty, State of Delaware, against
Hotels.com, IAC, and members of the board of doescof Hotels.comMichael Garvey, on Behalf of Himself and All Others Smilarly Stuated
v. Jonathan F. Miller et al. , No. 20248-NC. Also on April 10, 2003, the plaifiin a purported shareholder derivative actiorbehalf of
Hotels.com against certain officers and directdridatels.com, which was pending in the District @of Dallas, Texas, 16 Judicial
District, prior to the announcement of the mergansaction and had originally asserted derivatigérs relating to Hotels.com's pre-merger
earnings guidance (which claims are described fudiyein a separate section below), filed an amehdemplaint to include class allegations
regarding the merger transactiétex Solodovnikov, Derivatively on Behalf of Hotels.com v. Robert Diener et al. , No. 0302663. In addition, ¢
April 17, 2003, the plaintiffs in a consolidatedian pending in the Court of Chancery, New Castle
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County, State of Delaware, which had consolidatadraber of purported class actions filed againgeldacom, IAC, and members of the
board of directors of Hotels.com as a result of B\@hnouncement in June 2002 of its intention terento a Hotels.com acquisition
transaction, filed a consolidated and amended-geisn complaintln re Hotels.com Shareholders Litigation , No. 16662-NC. Pursuant to an
agreement among counsel for the parties, the dafggdime to respond to this complaint and toctraplaint in theGarvey case has been
adjourned indefinitely.

The complaints in the two Delaware actiand the class allegations in the complaint in tagab action allege, in essence, that the
defendants breached their fiduciary duties to Kateim's public shareholders by entering into analfproving the merger agreement, which
allegedly does not reflect the true value of Hotels1. The complaints sought to enjoin consummatfahe transaction or, in the alternative
rescind the transaction, as well as damages imgpeagified amount.

As previously disclosed by the CompanyAgnil 18, 2003, the Texas actiors¢lodovnikov ) was removed to the United States District
Court for the Northern District of Texas. On May2B03, the plaintiff in this action filed a motiém remand the case to state court. On June 3,
2003, the plaintiff in the Texas action withdrevg hiotion to remand the case to state court andl dilmotion in federal court for expedited
discovery in anticipation of filing a motion forpmeliminary injunction against consummation of tA€/Hotels.com merger. The defendants
opposed the motion. On June 16, 2003, the couredehe plaintiff's motion for expedited discovery.

As previously disclosed by the CompanyJone 23, 2003, the IAC/Hotels.com merger transadiosed.
The Company believes that the allegatiartbése lawsuits are without merit and will conérta defend vigorously against them.
Hotels.com Consumer Class Action Litigation and Arlitration

As previously disclosed in the Companyliadion Form 10-Q for the quarter ended June 303206n June 20, 2003, a purported class
action against Hotels.coora J. Olvera, Individually and on Behalf of All Others Smilarly Stuated v. Hotels.com, Inc. , No. DC-03-259, was
filed in the 229" District Court, Duval County, Texas. The complaifieges that Hotels.com collects "excess" hotelipancy taxes from
consumers (i.e., allegedly charges consumers mom@ctupancy taxes than it remits to the taxingauities). The complaint sought
certification of a nationwide class of all perseviso have purchased hotel accommodations from Hotatssince June 20, 1999, as well as
restitution of, disgorgement of, and the impositidra constructive trust upon all "excess" taxésgadly collected by Hotels.com. On July 14,
2003, Hotels.com filed a responsive pleading tleaied the material allegations of the complaint asskrted a number of defenses, including
that the allegations in the complaint are subjeechandatory arbitration.

As previously disclosed by the CompanyAoigust 12, 2003, the plaintiff filed an amended ptaint containing substantially the same
factual allegations and requests for relief, buhimg as defendants Hotels.com, L.P., Hotels.com frent company of the Hotels.com, L.P.
operating business), and IAC. On September 8, 20@3jefendants filed responsive pleadings thaiedethe material allegations of the
amended complaint and asserted a number of defénskgling that the allegations in the amended gaint are subject to mandatory
arbitration and, in IAC's case, that the court fapkrsonal jurisdiction over the Company.

As previously disclosed by the CompanysSeptember 25, 2003, the plaintiff in tévera litigation filed with the American Arbitration
Association in Dallas, Texas, a demand for arbdrehgainst Hotels.com, L.P. The arbitration claiomtains substantially the same factual
allegations as the amended complaint inOlvera lawsuit. The arbitration is purportedly broughtloehalf of a class comprised of all pers



and entities who have purchased hotel accommodafiom Hotels.com since October 31, 2001. The @dainseeks a determination that the
arbitration is properly maintainable as a
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class proceeding and an order requiring disgorgéarahrestitution to the class members of excesfitpallegedly derived from "assessing"
hotel occupancy taxes that were neither owed nidrtpaany taxing authority. On October 27, 2003tdt#mcom, L.P. filed a responsive
pleading that denied the material allegations efdtbitration claim and asserted a number of defetist it believes are meritorious.

In the class-action litigation, discoveritwespect to threshold jurisdictional and classtification issues is under way. Disputes have
arisen concerning the permissible scope of disgogethis stage of the case. On January 16, 28@4;otels.com defendants filed a motion for
a protective order in connection with these dispuséed on January 20, 2004, the plaintiff file@sponding motion to compel. Those motions
are pending.

On January 24, 2004, the Hotels.com defetsdded a motion to stay the class-action litigatpending the outcome of the arbitration
proceeding commenced by the plaintiff. That moti@s opposed by the plaintiff on January 30, 200d,is pending. Also on January 30,
2004, the plaintiff filed a second amended comple@mtaining substantially the same factual alliegetand requests for relief as her prior
pleadings, but slightly modifying the class allégas to take account of the class period allegatiérarbitration proceeding.

The Company believes that the claims i b Olvera lawsuit and thélvera arbitration lack merit and will continue to defend
vigorously against them.

Litigation Relating to Hotels.com's Guidance for ¢hFourth Quarter of 200z

As previously disclosed in certain of then@pany's SEC filings, including the 2002 10-K, asalidated securities class acti@raniel
Taubenfeld et al., on Behalf of Themselves and All Others Smilarly Stuated v. Hotels.comet al. , No. 3:03-CV-0069N, is pending in the Unite
States District Court for the Northern DistrictTdxas, arising out of Hotels.com's downward revisibits guidance for the fourth quarter of
2002. This lawsuit alleges that the defendantseldatom and three of its executives, violated duefal securities laws during the period from
October 23, 2002 and January 6, 2003 (the "CladedP® The defendants are alleged to have knowifiylmade certain materially false and
misleading public statements with respect to theigated performance of Hotels.com during the flouarter of 2002, and (ii) concealed
from the investing public certain material everrid developments that were likely to render thaicgdted performance unattainable. The
individual defendants are further alleged to hangdifed from the rise in Hotels.com's share priaased by their public statements through
sales of Hotels.com stock during the Class Pefibé.lawsuit further alleges that as a result ofdiéotom’s announcement, on January 6, 2003
of a downward revision of its guidance for the tbuguarter of 2002, its share price declined by 258 lawsuit seeks certification of a class
of all non-defendant purchasers of Hotels.com sthaing the Class Period and seeks damages inspeaified amount suffered by the
putative class.

As previously disclosed by the CompanyAoigust 18, 2003, the lead plaintiffs in this actfded a consolidated class-action complaint.
On October 31, 2003, the defendants filed a mdtiattismiss the consolidated complaint. On Janu@r2004, the plaintiffs filed their
opposition to the motion. On February 27, 2004 dbkendants filed their reply. The motion is pegdin

As previously disclosed by the Company, shareholder derivative actiornita Pomilio Wilson, Derivatively on Behalf of Nominal
Defendant Hotels.comv. Elan J. Blutinger et al. , No. 3:03-CV-0501-K, anélex Solodovnikov, Derivatively on Behalf of Hotels.com v. Robert
Diener etal., No. 3:03-CV-0812-K, arising out of the same egeas the consolidated securities class action, bese pending in the same
Texas federal court after removal from Texas statet. The defendants in these shareholder derevatitions are Hotels.com (as a hominal
defendant only) and a number of current or formeatiors of Hotels.com. These lawsuits allege thatindividual defendants who, during the
period from October 25, 2002 to December 3, 200}, Hotels.com stock breached their fiduciary dotyHotels.com by misappropriating, and
trading and profiting on the basis of, proprietangterial
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non-public information concerning the financial didion and growth prospects of Hotels.com. The latgsalso allege that all of the individual
defendants aided and abetted the selling deferidantches of fiduciary duty by concealing from tinarket the information on the basis of
which the selling defendants allegedly traded awdited. The lawsuits seek imposition of a condiimgctrust in favor of Hotels.com on the
profits obtained by the selling defendants on tkales of Hotels.com stock during the period refitto above, as well as unspecified damages
resulting from the individual defendants' allegeddzhes of fiduciary duty.

On December 16, 2003, the court issuedd@raonsolidating the two shareholder derivatiettoas under the captioim re Hotels.com
Derivative Litigation , No. 3:03-CV-501-K. On January 28, 2004, the ctastied an order (on consent) directing the leaohtiff to file a
consolidated complaint by April 27, 20C



The Company believes that both the seegritlass action and the shareholder derivativeratack merit and will continue to defend
vigorously against them.

Tickets.com Litigation

As previously disclosed in certain of then@pbany's SEC filings, including the 2002 10-K, utyJ1999, Ticketmaster Online—
Citysearch, Inc. and Ticketmaster Corporation (thee "Ticketmaster") commenced an action in thé&eédhStates District Court for the
Central District of California against Tickets.comg. ("Tickets.com"). The complaint in the actidicketmaster Corporation and Ticketmaster
Online-Citysearch, Inc. v. Tickets.com, Inc. , No. 99-07654 (C.D. Cal.), alleged that Ticketmowas violating Ticketmaster's legal and
contractual rights by, among other things, (i) pdowg deep-links to Ticketmaster's internal webgsmgithout its consent, (i) deceptively and
systematically accessing Ticketmaster's computgesys and thereupon copying Ticketmaster eventspage extracting and reprinting on
Tickets.com's website Ticketmaster's uniform reselocators ("URL's") and event information, arig iroviding false and misleading
information about Ticketmaster, the availabilitytizkets on Ticketmaster's website, and the ratatigp between Ticketmaster and
Tickets.com.

In January 2000, Ticketmaster filed an aseeihcomplaint. In February 2000, Tickets.com fieohotion to dismiss that pleading. That
motion was denied in part and granted in part V#tve to amend. In April 2000, Ticketmaster filesemond amended complaint.

In May 2000, Tickets.com filed its answerTicketmaster's second amended complaint, asasellnumber of counterclaims against
Ticketmaster. The counterclaims alleged violatibopgicketmaster of the federal antitrust laws (#axst 1 and 2 of the Sherman Act), the
California antitrust laws (the Cartwright Act), aBéction 17200 of the California Business and Rsifems Code, sought declaratory relief, and
also contained common-law claims for restraintafle, unfair competition and unfair business pecastiand interference with contract.
Tickets.com alleged that Ticketmaster Corporatiertdusive agreements with Ticketmaster Online&#yrch, Inc., venues, promoters, and
others injure competition, violate antitrust lawsnstitute unfair competition, and interfere witickets.com's prospective economic advantage.

In July 2002, the trial court dismissed,camsent, Tickets.com's claims that Ticketmastermenced litigation against Tickets.com and
others for predatory and/or anticompetitive purgose September 2002, the court dismissed, on cbnsiekets.com's claims allegedly
brought on behalf of the public under Section 178Dthe California Business and Professions Code.

On January 22, 2003, the court dismisseaomsent, certain of Tickets.com's counterclaimsely those alleging: violation of Section 1
of the Sherman Act; conspiracy to monopolize; com#taav restraint of trade; violation of Section 1026 the California Business and
Professions Code by reason of a contract betweskeifnaster Corporation and Ticketmaster Online—segigych, Inc.; interference with
prospective economic advantage; and common-lawincdanpetition
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and unfair business practices. On January 28, 2083)arties agreed to the dismissal of certaifiddetmaster's claims, namely those alleg
unfair competition and false designation of origiverse passing off; false advertising; violatidrSection 17200 of the California Business
and Professions Code by reason of unfair businessiges; and interference with prospective ecocadivantage.

Discovery in this case was extensive amtedron January 31, 2003.

As previously disclosed by the CompanyFebruary 3, 2003, Ticketmaster and Tickets.com &zha motion for summary judgment.
On March 3, 2003, the court ruled on the motiongranting summary judgment dismissing all of Teétk com's antitrust counterclaims under
federal and state law and (ii) granting summargjudnt dismissing all of Ticketmaster's claims agaifickets.com with the exception of
Ticketmaster's claim for breach of contract.

The district court's March 3, 2003 ruliniglt Ticketmaster with a claim for breach of coetrand Tickets.com with a counterclaim for
unfair business practices under Section 17200e0lifornia Business and Professions Code. On Mar¢ 2003, the court dismissed these
remaining state-law claims, without prejudice, ik of federal subject-matter jurisdiction. On Mla25, 2003, the court entered a final
judgment dismissing the action in its entire

On April 10, 2003, Tickets.com filed a roatiof appeal to the United States Court of Apptmaighe Ninth Circuit from that part of the
district court's judgment dismissing Tickets.cofa@eral and state antitrust counterclaims agaimtitetmaster. Ticketmaster elected not to
cross-appeal from the district court's dismissato€laims against Tickets.com. On August 27, 2008kets.com filed its opening brief on
appeal. On October 27, 2003, Ticketmaster file@dtswering brief. On November 26, 2003, Tickets.dibed its reply brief. The court of
appeals has not yet set a date for oral argumehtkéts.com's appeal.

The Company continues to believe thateélected in the district court's ruling dismissitgm, Tickets.com's antitrust claims against
Ticketmaster are without merit, and will continoediefend vigorously against them on appeal.

Ticketmaster Consumer Class Action Related to MdgazSales



As previously disclosed in certain of thentpany's SEC filings, including the 2002 10-K, ind@mber 2000, Ticketmaster and Time Inc.
("Time") were sued in a putative consumer clasmadtled in the Florida Circuit, Thirteenth JudatiCircuit (Hillsborough County). The
lawsuit, Victoria McLean v. Ticketmaster Corporation and Time Inc. , No. G0O009564, claims that in offering for s&latertainment Weekly
magazine, a Time publication, Ticketmaster has lmesived in criminal activity, conspiracy, and airffand deceptive trade practices due to
the defendants' alleged disclosure of credit aafiatination to third parties without express writansent and allegedly unauthorized posting
of charges to credit card accounts. The complangkt injunctive relief and treble damages, as aglhttorneys' fees. Ticketmaster and Time
subsequently filed a motion to dismiss the caseasious grounds. In May 2001, an amended compleastfiled, adding a second consumer
plaintiff. The defendants' motion to dismiss wathdiawn, and Ticketmaster filed an answer in J@912 In May 2002, Ticketmaster and Ti
filed a motion for summary judgment, on which tloeit has not ruled.

In December 2003, the parties reachedtiesent of the case (on terms that are not materiaicketmaster or the Company). On
December 17, 2003, the court, in light of the settnt, dismissed the action with prejudice. As jmesly disclosed by the Company, two
similar consumer class actions, brought in Caliand Michigan, were dismissed with prejudiceuty &nd August 2003, respectively, in
light of settlements reached by the parties (agairterms that are not material to TicketmasteherCompany).
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HSN Consumer Class Action Litigation

Illinois.  As previously disclosed in certain of the Comya SEC filings, including the 2002 10-K, in Novieen 1999, Home Shopping
Network, Inc. ("HSN") was sued in a putative clastion filed in the Chancery Division of the llliisoCircuit Court (Cook County). TF
lawsuit, Bruce Tompkins et al. v. Proteva, Inc. et al. , No. 99 CH 12013, was brought on behalf of conssméo purchased a Proteva personal
computer from one of the defendants and experieanedf the following: (i) the computer was defeetupon purchase or shortly thereafter;
(i) a defendant did not honor a rebate offer whield been made as part of the sale; or (iii) ardksfet did not provide customer or warranty
service as advertised. The complaint asserted slBnconsumer fraud, breach of the implied wasrafitmerchantability, and unjust
enrichment and sought compensatory and punitiveadas) as well as attorneys' fees. HSN filed an andenying the material allegations of
the complaint as to it.

The plaintiffs subsequently filed an amahdemplaint that, among other things, added a cfambreach of express warranty and added
four corporate defendants, including Home Shopghd LP. In May 2000, HSN and Home Shopping Club(idgether, "HSN") filed a
motion to dismiss the amended complaint. That mmatésulted in an order requiring the plaintiffsatoend the complaint again. In June 20
second amended complaint was filed, adding claongégligent misrepresentation and breach of contha December 2000, a third amended
complaint was filed, dropping the three non-HSNpooate defendants that had been added earlierrapgidg the claims for negligent
misrepresentation and breach of contract. In J0B12a fourth amended complaint was filed. HSNflted answers to the second, third, and
fourth amended complaints, denying their mateflabations as to it.

In February 2001, the plaintiffs filed a oo for certification of a nationwide class, whittsN and the other defendants opposed. In
December 2001, the court declined to certify aomatide class and instead limited certification tdass of consumers resident in the state of
lllinois. To date, plaintiffs have not provided & of the class certification to the plaintiff sta

In July 2002, HSN filed a motion for summardgment. In March 2003, the court denied theiomotThe parties have engaged in
substantial discovery. No trial date has yet ben s

Florida. As previously disclosed in certain of the Comysa SEC filings, including the 2002 10-K, in Ma§@, Home Shopping
Network, Inc. and Home Shopping Club LP (togethd&N") were sued in a putative consumer class adtighe Civil Division of the Florid:
Circuit Court (Pinellas County). The operative tedtallegations and legal claims in the laws8ikan DiCicco v. Home Shopping
Network, Inc., d/b/a the Home Shopping Network, et ano. , No. 02-3625-CIt9, also involve the sale and servicing of Profesegonal compute
and are substantially the same as those in ti@ilillawsuit described above. The complaints asta#rhs against HSN for deceptive trade
practices in violation of the Florida Deceptive dsafair Trade Practices Act, breach of contractaleh of express and implied warranty, and
unjust enrichment, and seeks damages, disgorgeshprifits, and attorneys' fees. In August 2002NHEed an answer denying the material
allegations of the complaint.

California.  As previously disclosed in the Company's SH@dgion Form 109 for the quarter ended June 30, 2003, in May 2B@8ne
Shopping Network, Inc. and HSN Direct, Inc. (toggtHHSN") were sued in a putative consumer clasismin the Superior Court of the state
of California (Los Angeles County). Like the lllirsoand Florida lawsuits described above, this lakw&orothy Friedmann v. HSN Direct, Inc.,
d/b/a the Home Shopping Network, et al. , No. BC-295766, arises out of the sale of allegeéifective Proteva personal computers. The
complaint alleges that HSN, in marketing Protevapoters during the 1996-99 period, engaged in uinlawnfair, and deceptive trade
practices and false advertising, in violation af talifornia Business and Professions Code. Theptant seeks class certification, restitution
of amounts paid, disgorgement of profits, and initgws of a constructive trust on amounts receivedf HSN's sale of Proteva computers. In
July 2003, HSN filed an answer denying the matediaigations of the complaint.
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Counsel for the parties have engaged icudisions concerning a possible resolution of ticases and have retained a mediator to assist il
those discussions. As previously stated, the Compalieves that HSN has substantial defenses tetlasvsuits and, in the event that a
mediated resolution is not achieved, will continoelefend vigorously against them.

PART I
Item 4. Submission of Matters to a Vote of Security Holders
There were no matters submitted to a vbeng of the Company's security holders duringftheth quarter of 2003.
Item 5. Market for Registrant's Common Equity and Relatedo8kholder Matters

IAC Common Stock is quoted on The NasdagiSMarket, or "NASDAQ," under the ticker symboRCI." There is no established puk
trading market for IAC Class B Common Stock.

The following table sets forth, for theexadlar periods indicated, the high and low salesprper share for IAC Common Stock as repi
on NASDAQ:

High Low

Year Ended December 31, 200

First Quarter $ 28.4: % 20.9¢

Second Quarter 39.3: 25.1(

Third Quartel 42.7¢ 33.1¢

Fourth Quarter 39.0( 28.7¢
Year Ended December 31, 2002

First Quarter $ 332 $ 25.41

Second Quarte 33.5:¢ 19.5¢

Third Quarter 24.11 16.2¢

Fourth Quarter 29.8( 15.31

As of March 1, 2004, there were approxinyaée000 holders of record of the Company's Comi@tatk and the closing price of IAC
Common Stock was $32.80. Because many of the adlisigishares of IAC Common Stock are held by brekerd other institutions on behalf
of shareholders, IAC is note able to estimate ditel humber of beneficial shareholders represeyettiese record holders.

As of March 1, 2004, there were 8 holddnseoord of the Company's Class B Common Stock.

IAC has paid no cash dividends on its Comi@tock or Class B Common Stock to date and doeantizipate paying cash dividends on
its Common Stock or Class B Common Stock in the édiate future.

During the quarter ended December 31, 20@Company did not issue or sell any sharesda@mmon Stock or other equity securities
pursuant to unregistered transactions in reliapoawan exemption from the registration requiremehtbe Securities Act of 1933, as
amended. For information regarding unregistereessaliring the quarters ended March 31, 2003, Jon20®3 and September 30, 2003, see
“ltem 2—Changes in Securities and Use of ProceeflRC's Quarterly Reports on Form 10-Q for theseiqus.
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Item 6. Selected Financial Data

The following table presents selected his#b financial data of IAC for each of the yeamghe five year period ended December 31, 2
This data was derived from IAC's audited consoéiddtnancial statements and reflects the operatioaisfinancial position of IAC at the dates
and for the periods indicated. The informationhis table should be read with the financial stat#mand accompanying notes and other
financial data pertaining to IAC included hereim August 2001, the Company completed its previoaslyounced sale of all of the capital
stock of certain USA Broadcasting ("USAB") subsit#a that own 13 full-power television stations amithority interests in four additional
full-power stations to Univision Communications Iiftinivision"). On May 7, 2002, IAC completed transaction with Vivendi Universal,
S.A. ("Vivendi") in which USA's Entertainment Grougpnsisting of USA Cable, Studios USA, and USAS was contributed to Viven



Universal Entertainment LLLP, a new joint ventuomtrolled by Vivendi. In addition, during the sedoguarter of 2003, USA Electronic
Commerce Solutions ("ECS"), Styleclick, Inc. andalus, Inc., a subsidiary of PRC, ceased operatibms financial position and results of
operations of these companies as well as USAB &W BEntertainment Group have been presented asntisued operations in the following
table.

Year Ended December 31,

1999(1) 2000(2) 2001(3) 2002(4)(5) 2003(6)

(Dollars in Thousands, Except Per Share Data)

Statements of Operations Data

Net revenue $ 1,969,23. $ 2,918,01. $ 343457 $ 4,580,92! $ 6,328,11!
Operating profit (loss (2,277) (107,959 (140,319 152,59¢ 400,18:
Earnings (loss) from continuing operatic

before cumulative effect of accounting

change (22,647 (144,76 (162,81) 1,997 126,65
Earnings (loss) before cumulative effect

accounting chang (27,63)) (147,98)) 392,79! 2,414,49. 167,39¢
Net earnings (loss) available to comn

shareholder (27,63 (147,98) 383,60t 1,941,34. 154,34:

Basic earnings (loss) per common share

from continuing operations available to

common shareholders(7)(¢ (0.07) (0.40) (0.44) (0.02) 0.1¢
Diluted earnings (loss) per common shar

from continuing operations available to

common shareholders(7)(¢ (0.07) (0.40 (0.4¢) (0.04) 0.17
Basic earnings (loss) per common share

before cumulative effect of accounting

change available to common shareholde!

(8): (0.0¢) (0.47) 1.0t 5.64 0.2¢
Diluted earnings (loss) per common sh

before cumulative effect of accounting

change available to common shareholdel

(8): (0.0¢) (0.41) 1.0f 5.62 0.2

Basic earnings (loss) per common share

available to common shareholders(7) (0.0¢) (0.4)) 1.0¢ 4.5¢ 0.2¢

Diluted earnings (loss) per common shar

available to common shareholders(7) (0.08) (0.4)) 1.0z 4.54 0.2z

Balance Sheet Data (end of period):

Working Capital $ 381,04t $ 355,157 $ 1,380,931 $ 3,069,511 $ 2,336,79!

Total Assets 5,139,58. 5,581,94. 6,527,06! 15,658,99 21,586,58

Long-term obligations, net of curre

maturities 573,05¢ 551,76¢ 544,37. 1,211,14! 1,120,09

Minority Interest 742,36! 895,25: 703,99! 1,081,227 110,79¢

Shareholders' equi 2,769,72! 3,439,87. 3,945,50. 7,931,46. 14,415,58
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Other Data:

Net cash provided by (used ii

Operating activitie: $ 115,50¢ $ 141,36¢ $ 369,27¢ $ 778,48. $ 1,304,66:

Investing activities (454,649 (427,95 (521,859 316,63° (1,770,07)

Financing activitie: 48,78( (9,487) 6,95¢ 672,52: (567,64()

Discontinued operatior 267,65’ 94,70¢ 322,34. (172,83) (85,637)

Effect of exchange rate chancg (123 (2,687) (3,667) 11,13 19,62«

(1) The consolidated statement of operations datadedhbe operations of Hotels.com since its acquaisitiy IAC on May 10, 1999 and r
earnings available to common shareholders incltltesesults of October Films and the domestic @istribution and development
businesses of Universal (which previously oper&elygram Filmed Entertainment), collectively reéatito as USA Films, that were
acquired by IAC on May 28, 1999. USA Films was citmited to VUE on May 7, 2002. Net earnings for ylear ended December 31,
1999 includes a p-tax gain of $89.7 million related to the sale ofugéies.



@)

©)

4)

®)

(6)

)

®)

Net earnings available to common shareholders dedwa pr-tax gain of $104.6 million related to IAC's exchargdf its interest ii
Internet Shopping Network for 75% of Styleclickglpa pretax gain of $3.7 million related to the Hotels.comtial public offering, ant
a pre-tax charge of $145.6 million related to innpeEnt of Styleclick goodwill.

Net earnings available to common shareholders dedwa gain of $517.8 million, net of tax, relatedHe sale of capital stock of certi
USA Broadcasting subsidiaries and an afterexpense of $9.2 million related to the cumukgffect of adoption as of January 1, 2
of SOP 00-2, "Accounting by Producers or Distrilvatof Films."

In connection with IAC's acquisition of a contralli interest in Expedia, Inc., IAC issued approxiehaf 3.1 million shares of Series
Redeemable Preferred Stock, or IAC preferred statc®50 face value ($656 million aggregate valuéth a 1.99% annual dividend ri
and which is convertible at any time into IAC cormrsiock at an initial conversion price of $33.76eTconversion price will be
adjusted downward pursuant to a specified formfulael average share price of IAC common stock evieméay trading period prior 1
conversion exceeds $35.10. Holders of IAC prefestedk may require IAC to purchase their sharetherfifth, seventh, tenth and
fifteenth anniversary of the closing on Februar@2. IAC has the right to redeem such shares @ming on the tenth anniversary
of February 4, 2002. Any payment by IAC with redpecthe dividend or pursuant to any redemptioruested by holders of IAC
preferred stock or by IAC may be made in cash & tdmmon stock, or a combination thereof, at theomf IAC.

Net earnings available to common shareholders deda gain of $2.4 billion, net of tax, relatedre contribution of the US,
Entertainment Group to VUE and an after-tax expei$t61.4 million related to the cumulative effe€tadoption as of January 1,
2002 of Statement of Financial Accounting Stand&tds142, "Accounting for Goodwill and Other Intalolg Assets.” Also includes
results of Interval since its acquisition by IAC Saptember 24, 2002.

Includes the results of Entertainment Publicatidms,, LendingTree, Inc. and Hotwire. Inc. sinceitlacquisition by IAC on March 25,
2003, August 8, 2003 and November 5, 2003, respgti

Earnings (loss) per common share data and shatstsoding retroactively reflect the impact of a -for one-stock split of IAC's
Common Stock and IAC Class B common stock paidetrirary 24, 2000. All share numbers give effecutch stock split.

The following table adjusts IAC's reported net @aga (loss) and basic and diluted net earnings)lpsr share to exclude amortization

expense related to goodwill and other intangibietswith indefinite lives as if Statement of FiciahAccounting Standards No. 142
"Goodwill and Other Intangibles" was effective Jaryl, 2000:
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Year Ended December 31

2000 2001

(In Thousands, Except Per Share Dats

EARNINGS (LOSS) FROM CONTINUING OPERATIONS AVAILABL E TO
COMMON SHAREHOLDERS

Reported loss from continuing operations availableommon shareholde $ (144,767) $ (162,81)
Add: goodwill amortizatior 63,85! 134,01¢
Loss from continuing operations as adjus $ (80,91¢) $ (28,799
I I
Basic earnings (loss) per share from continuing opations available to commor
shareholders as adjusted:
Reported basic loss per sh: $ 040 % (0.44)
Add: goodwill amortizatior 0.1¢ 0.3¢
Adjusted basic earnings (loss) per st $ (0.22) % (0.0¢)
I I
Diluted earnings (loss) per share from continuing peration available to
common shareholders as adjusted:
Reported diluted loss per sh: $ 040 % (0.44)
Add: goodwill amortizatior 0.1¢ 0.3¢
Adjusted diluted loss per she $ (0.22) % (0.0¢)
I I



NET EARNINGS (LOSS) AVAILABLE TO COMMON SHAREHOLDER S

Net earnings (loss) available to common sharehs $ (147,98) $ 383,60¢
Add: goodwill amortizatior 206,15: 176,41
Net earnings available to common shareholders jasted $ 58,16¢ $ 560,02:
I I
Basic earnings (loss) per share as adjusted:
Reported basic net earnings (loss) per s $ 041 $ 1.0¢
Add: goodwill amortizatior 0.57 0.47
Adjusted basic net earnings per st $ 0.1€ $ 1.5C
I I
Diluted earnings (loss) per share:
Reported diluted net earnings (loss) per s $ 041 $ 1.0¢
Add: goodwill amortizatior 0.57 0.47
Adjusted diluted net earnings per sh $ 0.1€ $ 1.5C
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Item 7. Management's Discussion and Analysis of Financiab@dition and Results of Operations

MANAGEMENT OVERVIEW

IAC is a leading, multi-brand interactivenemerce company committed to harnessing the pofiiateractivity to make people's lives
easier, everywhere and everyday. IAC operatesexrsified portfolio of specialized and global bramushe travel, home shopping, ticketing,
personals, local services, financial services aatlestate and teleservices industries. IAC enddilleans of dollars of consumer-direct
transactions for products and services via thetete television and telephone.

IAC consists of the following segments:

. IAC Travel, which includes Expedia, Hotels.com, Wive, and Interval Internatione

. Electronic Retailing, which includes HSN U.S. an8NInternational

. Ticketing, which includes Ticketmaster;

. Personals, which includes Match.com and uDate;

. IAC Local Services, which includes Citysearch, Exand Entertainment Publications, Ir
. Financial Services and Real Estate, which inclugeslingTree; an

. Teleservices, which includes Precision Responsedzation.

For further information regarding the opienas of these segments, see Note 1 to the Comasetld-inancial Statements and Item 1
"Business," found on page 1.

IAC's operating businesses largely achtsinediaries between suppliers and consumers.ggtegate supply from a variety of sources
and we capture consumer demand across a varietypohels. We strive to give our customers an auiing shopping experience by offerin
broad and unique selection of products and seratesmpetitive prices, through convenient andrimi@tive websites built with state of the art
technology, and by maintaining our commitment talijy customer service. We strive to deliver vala@ur supply partners by providing a
cost-efficient means to reach a large number ofgorers through multiple distribution channels, asgoew customers, target a variety of
diverse market segments and help maximize inventietds.
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Set forth below is information for 2003 a2@D2 of the contributions made by our various répg segments to consolidated revenue,
operating income and OIBA:

Twelve Months Ended December 31

Percentage o Percentage ol
2003 Total Revenue 2002 Total Revenue

(Dollars in millions)

Revenue:
IACT $ 2,610.: 41% $ 1,563.¢ 34%
Electronic Retailing
HSN U.S. 1,763.7 28% 1,613.: 35%
HSN International 466.7 7% 309.( 7%
Total Electronic Retailing 2,230.¢ 35% 1,922.: 42%
Ticketing 743.2 12% 655.5 14%
Personal: 185.c 3% 125.¢ 3%
IAC Local Service 230.2 3% 30.€ 1%
Financial Services and Real Est 55.¢ 1% N/A N/A
Teleservice! 294.: 5% 294.1 6%
Intersegment eliminatio (21.9) 0% (11.2) 0%
Total $ 6,328.: 100% $ 4,580.¢ 10C%

]
Twelve Months Ended December 31

Percentage o Percentage ol
Total Operating Total Operating
2003 Income 2002 Income

(Dollars in millions)

Operating Income (LosS):

IACT $ 347.( 87% $ 177.¢ 117%
Electronic Retailing
HSN U.S. 139.t 35% 130.t 86%
HSN International 31.c 8% (62.9) (41%)
Total Electronic Retailing 170.¢ 43% 68.2 45%
Ticketing 116.5 29% 96.¢ 63%
Personal: 14.1 4% 22.¢ 15%
IAC Local Services (29.9 (8%) (86.%) (57%)
Financial Services and Real Est (16.5) (4%) N/A N/A
Teleservice! 12.5 3% (26.4) (17%)
Corporate and othe (214.9) (54%) (200.9) (66%)
Total $ 400.z 10% $ 152.¢ 10C%
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Twelve Months Ended December 31,
Percentage o Percentage o
2003 Total OIBA 2002 Total OIBA
(Dollars in millions)

Operating Income (loss) before Amortization
("OIBA™):
IACT $ 523.¢ 61% $ 279.¢ 72%

Electronic Retailing



HSN U.S. 190.: 22% 163.1 42%

HSN Internationa 32.¢ 4% (61.€) (16%)

Total Electronic Retailin 222.¢ 26% 101.5 26%
Ticketing 144k 17% 108.1 28%
Personal: 31.C 1% 28.4 7%
IAC Local Service: 26.2 3% (32.9) (8%)
Financial Services and Real Est 1.2 0% N/A N/A
Teleservice! 12.t 1% 4.2 (1%)
Corporate and othe (202.0) (12%) (92.9) (24%)

Total $ 860.1 10% $ 389.1 10C%

Principal Products, Services, Sources of Revenue

IACT is our largest financial contributdiroffers consumers a variety of travel related/mess from a wide array of travel suppliers.
Revenue from the worldwide booking of hotel roopesticularly merchant hotel rooms (in which we hefablish the pricing of the rooms |
do not assume any inventory risk), has becomea@aeasingly important part of our business. IACToalffers a variety of services on an
agency basis, including air, car and some hotehso@®ur dynamically assembled travel packages geowirr customers with the ability to
combine the purchase of various travel productssingle transaction at attractive pricing. We expackages and multiple component
transactions to grow as a percentage of our ovieaalél revenue.

In Electronic Retailing, the majority ofrotevenue, operating income and OIBA are derivethfthe sale of merchandise promoted
through our television programming via telephoné¢herinternet. We take inventory of most of thedquats we sell through Electronic
Retailing.

Our Ticketing business, principally Ticketster, is primarily an agency business that sekets for events on behalf of our clients and
retains a convenience charge and order processinfpf our services. We sell these tickets thraugbmbination of websites, telephone
services and ticket outlets.

Our Financial Services and Real EstateTaledservices businesses generally are compensatedee basis, Personals offers its own
interactive services on a fee basis and IAC LoeaViSes offer products and services that targetat@ market and are compensated based on
products and services delivered.

Our businesses rely heavily on technolaggeliver outstanding services to our customers séék to offer our customers a broad range
and unique selection of products and services eledant information about those products and sesyiconvenience and ease of use, inclt
first class customer service, combined with gredties and a uniqgue merchant sensibility.

Channels of Distribution; Marketing Costs

We offer products and services directlgustomers through company websites, cable and tasatklevision stations, telephone sales,
and membership programs, allowing our custometsatsact directly with us in a convenient mannee. Melve and will continue to invest
aggressively in online and offline advertising told our brands and drive traffic to our sites.
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We also pay for distribution of our sengamn third party distribution channels, such asrimt portals and search engines, and manage
affiliate programs whereby we pay commissions & o third parties based on revenue earned.ddtetacquiring new customers through
third party distribution channels has increasethtesnet commerce continues to grow and competitidhe segments in which we operate
increases. We continue to place an increased efspdrasetaining current customers, which we beli@iteultimately lower our marketing
costs as a percentage of revenue in the long riniie\Wales and marketing as a percentage of revesmiencreased from 12.3% in 2002 to
14.8% in 2003, we have increased our OperatingniecBefore Amortization ("OIBA") margins from 8.5% 2002 to 13.6% in 2003.

Access to Supply

We provide our merchant partners with apdnant customer acquisition channel, often throogfttiple IAC brands, and we believe that
the ability of suppliers to reach a large audiethceugh our services is a great benefit. We offgraustomers the choice of multiple suppliers
in one location, especially in the travel space ivhg multiple airline and hotel brands are ava#ablthe customer in one, easy to navigate
setting. We believe that the travel industry wdhtinue to benefit from the opportunity to selMeithrough our distribution channel and our
extensive affiliate network, as we effectively aggpite demand and provide customers with the chiogyedesire. We believe that we gener



enjoy excellent relationships with our vendors, boer, there is always risk that certain vendors naymake their products and services
available to us in the future, including vendomttimanufacture goods for HSN, parties for whom elktickets and suppliers of travel services
to IACT. In the travel space there has been ineasnphasis by hotel chains and air suppliers @in tlivn direct sale of travel services. Also,
at this time certain low cost airline carriers reestour access to their inventory and we are uméblpredict if this will change in the future, but
to date, this has not had a significant negativeeich to our business.

International Operations

We are placing greater emphasis on intemnalt markets, especially in regards to IACT, asleak to further expand our presence abroad,
with a focus on Europe, given the large consumeaketplace for the goods and services that our lzraffédr. We believe that our technolog
expertise gives us an advantage in foreign markdth generally lag the U.S. in online adoption Wwhich we believe generally exhibit
similar characteristics of the U.S. in regardsustomer acceptance of an online marketplace. Ag@eptage of total IAC revenue,
international operations represented 17%, 13% 4f4ih 2003, 2002 and 2001, respectively.

Economic, Industry Specific Factors

Most of our businesses are sensitive todteat which the purchase of products and sesvidgrate on-line. Specifically with respect to
travel, our travel revenues are more meaningfaflgacted by the rate at which the purchase of teemlices migrates on-line globally than the
rate at which the travel industry grows. As a geeahare of travel purchases are made on-line xpect to continue to grow faster than the
travel industry. We expect rates of online adoptmbe especially high internationally and in tleeporate travel sector, and we are devoting
significant resources to these areas. In additiatine migration of traditional off-line businessasch as HSN, Ticketing and EPI favorably
impacts our results, as online sales transactimpracessed with little or no increased costsoagpared to offline sales for which increased
call center and other costs are incurred.

IAC Consolidated Results

Top-line revenue was driven by increase®lo® billion from IACT, including the increaserievenue of $184.0 million from Interval
which was acquired in September 2002 and $12.%omifrom
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the acquisition of Hotwire in 2003, $257.3 millitnom the acquisitions of EPI and LendingTree in200157.7 million from
HSN International, $150.5 million from HSN U.S. ab@7.9 million from Ticketmaster.

Operating income and OIBA increased at dightes than revenue due to expanding gross nsaegpecially at IACT, as well as due to
the scalability of our businesses operations, whigbport higher revenue levels more efficientlytipy offset by increased selling and
marketing costs in 2003, as discussed above.

Please see "Results of Operations" foh&rrtiscussion of our segment results.

IAC'S PRINCIPLES OF FINANCIAL REPORTING

IAC reports OIBA as a supplemental measot®AAP. This measure, among other things, is dribeprimary metrics by which we
evaluate the performance of our businesses, ontwdhic internal budgets are based and by which neanagt is compensated. We believe that
investors should have access to, and we are obtigatprovide, the same set of tools that we usaatyzing our results. This non-GAAP
measure should be considered in addition to reptégsared in accordance with GAAP, but should motdnsidered a substitute for or superior
to GAAP results. We provide and encourage investbexamine the reconciling adjustments betweerGBAP and non-GAAP measures,
which we discuss below. It may seem that we haveeradjusting items in our reconciliations than ott@mpanies. This is mainly because, in
our short history, our businesses have changedfisartly and we have been very acquisitive in matu

Definitions of IAC's Non-GAAP Measure

Operating Income before Amortization ("OIBA") is defined as operating income plus: (1) amortiratif non-cash distribution, marketing
and compensation expense, (2) amortization of gitdes and goodwill and goodwill impairment, if digpble, (3) pro forma adjustments for
significant acquisitions and (4) one-time items. Wédieve this measure is useful to investors bexéduspresents the consolidated operating
results from IAC's segments, taking into accoumréeiation, which we believe is an ongoing cosl@ihg business, but excluding the effects
of any other norcash expenses. OIBA has certain limitations in ithddes not take into account the impact to 1AGtome statement of cert:
expenses, including non-cash compensation assddiatie IAC's employees, non-cash payments to pestraad acquisition-related
accounting. IAC endeavors to compensate for thédtians of the non-GAAP measure presented by pingithe comparable GAAP measure
with equal or greater prominence, GAAP financiatatnents and detailed descriptions of the recargcitems and adjustments, including
quantifying such items, to derive the -GAAP measure



Pro Forma Results

We have presented OIBA pro forma for thpaet of IAC's initial acquisition of a majority &&in Expedia which occurred in
February 2002, as if this transaction had occuaedf January 1, 2001. We believe that the pro fomesults provide investors with better
comparisons to prior periods, as well as a bettaw wf ongoing operations.

One-Time ltems

OIBA is presented before non-recurring seiVe only exclude as non-recurring items thoseatetruly one-time in nature and non-
recurring, infrequent or unusual, and have not oeclin the past two years or are not expecteddorrin the next two years, in accordance
with SEC rules. Actual results include one-timenise Merger costs incurred by Expedia, Hotels.cothBioketmaster for investment banking,
legal, and accounting fees were related directthéomergers were the only costs
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treated as one-time items for calculating OIBA. 3é&eosts were incurred solely in relation to thegaes, but may not be capitalized since
Expedia, Hotels.com and Ticketmaster were consitiengets in the transaction for accounting purposbese costs do not directly benefit
operations in any manner, would not normally beréed by IAC if not for the fact it already constalied these entities, and are all related to
the same transaction, as IAC simultaneously anrexiits intention to commence its exchange offetliercompanies in 2002. The majority of
costs are for advisory services provided by investinbankers, and the amounts incurred in 2003 panguant to the same fee letters entered
into by each company in 2002. Given these facteeshelieve it is appropriate to consider thesescastone-time.

Non-Cash Expenses That Are Excluded From Our Non-GAP Measures

Amortization of non-cash compensation expense consists of restricted stock and optiopsrese, which relates mostly to unvested options
assumed by IAC in the Ticketmaster, Hotels.comExgkedia mergers. We view this expense as paraongéction costs, which are not paid in
cash. Non-cash compensation also includes the sgmessociated with grants of restricted stock daitsompensation purposes.

Amortization of non-cash distribution and marketing expense consists mainly of Hotels.com performarexgamts issued to obtain
distribution and non-cash advertising secured ftomversal Television as part of the Vivendi trangat The Hotels.com warrants were
principally issued as part of its initial publicfefing, and we do not anticipate replicating thesangements. With the termination of the
Travelocity affiliate agreement in September 200Boutstanding Travelocity warrants were cancelldte non-cash advertising from
Universal is primarily for the benefit of Expedighich runs television advertising primarily on tH8A and Sci Fi cable channels without any
cash cost. Ticketmaster and Match.com also recegron-cash distribution and marketing expenseaeltt barter arrangements for
distribution secured from third parties, wherebyeatising is provided by Ticketmaster and Match.dora third party in return for distribution
over the third party's network. The advertisinguided has been secured by IAC, which in turn hasreel the norcash advertising pursuant
an agreement with Universal as part of the Vivdratisaction. Sufficient advertising has been settoeatisfy existing obligations. We do not
expect to replace this non-cash marketing withquivalent cash expense after it runs out in 2007 would IAC incur such amounts absent
the advertising received in the Vivendi transaction

Amortization of intangiblesis a hon-cash expense relating primarily to actjaiss. At the time of an acquisition, the intangilbissets of
the acquired company, such as supplier contract€astomer relationships, are valued and amortized their estimated lives. While it is
likely that we will have significant intangible amigaation expense as we continue to acquire conggame believe that since intangibles
represent costs incurred by the acquired compabuyitd value prior to acquisition, they were pdrtransaction costs and will not be replaced
with cash costs when the intangibles are fully dired.
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Results of Operations for the Year Ended Decemberl3 2003 Compared to the Year Ended December 31, 200

IAC Travel
Twelve Months Ended December 31
Percentage
2003 2002 Change
(Dollars in millions)
Revenue! $ 2,610.. $ 1,563.¢ 67%

Operating incom 347.( 177.¢ 95%



As a percentage of revenue 13.5% 11.4%

OIBA 523.¢ 279.¢ 87%
As a percentage of revenue 20.1% 17.%

Reconciliation of Operating income to OIB

Operating incomi $ 347.C $ 177.¢
Amortization of no-cash distribution and marketing expe 41.¢ 32.7
Amortization of nol-cash compensation exper 16.2 5.7
Amortization of intangible: 107.C 53.t
Merger costt 11.7 2.3
Pro forma adjustmen — 7.7
OIBA $ 523.¢ $ 279.¢

Revenue growth was primarily driven by sggaesults from worldwide merchant hotel revenuigh additional growth coming from
package revenue and membership fee and exchargeueefrom Interval. Worldwide merchant hotel rooights stayed increased 64% over
2002, including an increase in international magkethich represented 9% of total merchant hotedmeaes in 2003 as compared to 5% in 2!
The increase in merchant hotel revenue was pagrtéfitet by the termination of the Travelocity &éfie relationship in September 2003.
Travelocity was the largest affiliate of Hotels.campresenting 5% of IACT revenue in 2003 as coembso 11% in 2002. Even though
Travelocity represented a significant, albeit dgoly, percentage of revenue, we expect that thg-term benefits of this event will outweigh
the near-term negative impact, including the abtlitintegrate the operations of Expedia and Hateta. Revenue from travel packages, which
allow customers to customize their travel by corimtgrair, hotel, car and other product offeringssw&07.0 million in 2003, up 93% from
2002, due to improved package offerings and consaeeeptance of this product. Interval, which wegugred in September 2002, had
increased 2003 revenue of $184.0 million as conthbiréhe period post-acquisition in 2002. In addfifiHotwire, which was acquired in
November 2003, contributed $12.5 million in reveraithough its operating income and OIBA resultsenminimal for the perio
consolidated.

Revenue, operating income and OIBA werétiyety impacted in 2003 based on an analysis peréal in the fourth quarter related to
estimated supplier liabilities, resulting in anwstinent of $22.4 million. Excluding this amountQA's revenue, operating income and OIBA
would have grown 65%, 82% and 79%, respectiveB003. The analysis performed provided addition&dence that IACT used to update i
refine its estimation of supplier liabilities, rédtsug in the decrease of $22.4 million. IACT doex axpect to record any similar-sized
adjustments in future periods.
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Operating income and OIBA increased asalt®f the growth in revenues, although they iasgsl at higher rates than revenue due to
expanding gross margins as well as the scalaloiitiie businesses that allow them to support higévgnue levels without commensurate
increases in operating costs. Net revenue as amqtage of total gross transaction value, assumutglslicom reported revenues net, was 1¢
in 2003 compared to 14.8% in 2002. IACT incurreltirsge and marketing expenses of $472.5 million @03, up 92% from the prior year, in
order to build brands and drive traffic to our sit€he increase in selling and marketing expensespercent of revenue was driven by higher
costs of traffic acquisitions online, higher CPM8ine, and shift in business mix as our internaibbusinesses, which have a higher selling
and marketing cost relative to revenue due to therily stages of development, grew faster thardonorestic businesses. This increase was
more than offset by the operating efficiencies dbsd above. Interval's 2003 operating income af@lXdncreased $46.2 million and
$64.6 million, respectively, as compared to theqaepost-acquisition in 2002. Amortization of intaibles increased $53.5 million due
principally to IAC's acquisition of the public's mairity interest in Hotels.com and Expedia in 2003.

IACT management continues in its effortetaluate the integration of the operations of Bigpand Hotels.com. As a result of integra
efforts undertaken in 2003, Hotels.com recordeditevoff of duplicative packaging software of $4ifllion, as it adopted Expedia's
technology. As a result of a change in businesstioes implemented near the beginning of 2004, |AGITbegin reporting revenue for
Hotels.com on a net basis. The change in busirraestiges results from the integration and confoHosels.com's practices with those of other
IACT businesses in regards to the merchant hotghlas. There will be no impact to operating incan®IBA from the change in reporting.
Assuming both companies presented merchant rev@naenet basis, IACT's pro forma net revenueshferyears ended December 31, 2003
and 2002 would have been $1.67 billion and $907lGom respectively, with no impact on reported amts of operating income or OIBA.

Electronic Retailing

HSN U.S.

Twelve Months Ended December 31

Percentage
2003 2002 Change




(Dollars in millions)

Revenue! $ 1,763. $ 1,613.: 9%

Operating incom 139.t 130.t 7%
As a percentage of revenue 7.% 8.1%

OIBA 190.: 163.1 17%
As a percentage of revenue 10.€% 10.1%

Reconciliation of Operating income to OIB

Operating incom: $ 139.5 $ 130.t
Amortization of no-cash compensation exper — 0.3
Amortization of intangible: 50.¢ 32.¢
OIBA $ 190.8 $ 163.1

Revenue growth reflects a 5% increase itswhipped, a 4% increase in average price paimt,a decline in the return rate of 90 bps.
Overall, the product mix shifted slightly from Apedl Accessories and Jewelry to Health & Beauty Hodhe-Hardlines. The shift in product
mix increased the average price point, as Homedas] which are comprised of items such as commpwed electronics, generally carry
higher sales prices and reduced return rates,rapared to Apparel/ Accessories and Jewelry. Thaanhpf the decrease in return rates on
gross profit was $6.8 million. HSN also improveslilibusehold television distribution, increasing fiohe equivalent homes by 4%,
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to 71.5 million. Off air sales, which include Autdg programs for health products and Upsell programad increased revenue of $30.3 mill
or 20%, over 2002.

Gross profit remained relatively consistestween years, at 37.1% for 2003 compared witB%7n 2002. Changes in product mix
occurred during the year, shifting into productst ttarry slightly lower margins, partially offset lower markdowns and improvements in
fulfilment costs. Operating income and OIBA refitlce growth in revenue, as well as operating igfficies, as fixed costs as a percentage of
revenue declined from 11.6% in 2002 to 11.3% in3200 addition, depreciation expense declined $8llfon compared to 2002. Operating
income reflects increased amortization of intareggliesulting from the full year impact of the stgpin basis as a result of the Vivendi
transaction that occurred in May 2002. Amortizatddrintangibles includes $2.7 million related tawrecash cable carriage acquired as a result
of the VUE transaction.

HSN International

Twelve Months Ended December 31

Percentage
2003 2002 Change
(Dollars in millions)
Revenue! $ 466.7 $ 309.( 51%
Operating income (los: 31.c (62.9) NM
As a percentage of revenue 6.7% (20.2%)
OIBA 32.¢ (61.6) NM
As a percentage of revenue 7.C% (19.€%)

Reconciliation of Operating income (loss) to OIE

Operating income (los: $ 31 % (62.9)

Amortization of intangible: 1.3 0.7

OIBA $ 326 $ (61.6)
I

Revenue growth was driven by the full yieapact of EUVIA, which IAC began to consolidatedaly 2002, which resulted in increased
revenues of $91.9 million, to $118.3 million in Z0@nd HSE-Germany, which increased revenues bys$mtlion, or 28%. On a pro forma
basis, assuming EUVIA was consolidated for all@®2, EUVIA's revenue increased 39% on a year oger furo-equivalent basis due
primarily to 9Live, its game and quiz show telewisiformat, due to a 12% increase in rates and ai@@féase in call volume, despite a
continued increase in competition which causedwilime to decline slightly over the course of 2@83ompared to the fourth quarter of
2002. EUVIA's travel business, Sonneklar, continteedevelop, and contributed 18% to its overalerae in 2003 compared to 13% in 20



on a full year basis. HSE-Germany's growth is prilpaue to the favorable impact of foreign exchamgtes, which contributed $57.2 million
in 2003, or 76% of the growth. HSE-Germany's reecingreased 7% on a year over year Euro-equivaksis due to improved efficiencies
with respect to the ordering process which hasltezin a decrease in the cancellation rates oarerd

Operating income and OIBA were negativetpacted in 2002 by $31.4 million of restructuringlather charges recognized related tc
closure of its operations in Italy, and a $17.8lionl charge for the shut-down of HSN-Espanol, whiglerated a Spanish language electronic
retailing operation serving customers primarilythie United States and Mexico.
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Ticketing Operations
Twelve Months Ended December 31
Percentage
2003 2002 Change
(Dollars in millions)
Revenue: $ 7432 $ 655.3 13%
Operating incomi 116.5 96.€ 20%
As a percentage of revenue 15.7% 14.8%
OIBA 144t 108.1 34%
As a per centage of revenue 19.4% 16.5%
Reconciliation of Operating income to OIB
Operating incomt $ 116.5  $ 96.¢
Amortization of no-cash distribution and marketing expe 0.¢ 1.C
Amortization of nol-cash compensation exper — 0.5
Amortization of intangible: 27.C 9.7
Merger cost: 0.1 —
OIBA $ 144 $ 108.1
.| |

Revenue growth was driven by a 10% incréaswerage revenue per ticket and a 5% increaeinumber of tickets sold. Revenues
increased $87.9 million, including $52.2 millionmestically and $35.7 million internationally, inding $11.7 million related to the full year
impact of acquisitions made in 2002 in Denmark #redNetherlands. Revenue per ticket increasedalhigher convenience and processing
fees in both domestic and foreign markets as veefaorable exchange rates from foreign marketsrmational revenue increased
$19.5 million, or 18%, on a year over year locarency basisRevenues were favorably impacted by the mix ofreaitement events, includii
an above-average number of stadium shows in 20@3amicipate fewer stadium shows in 2004. Operatingme and OIBA reflect the
positive revenue variance, operating efficiencied the favorable resolution of tax contingencie$2 million. Fixed costs as a percentage of

revenue declined from 28.3% in 2002 to 26.8% in@0e to the scalability of the business. Amortabf intangibles increased
$17.3 million due to IAC's acquisition of the pudi minority interest in Ticketmaster during 2003.

Personals
Twelve Months Ended December 31
Percentage
2003 2002 Change
(Dollars in millions)

Revenue: $ 185.2 % 125.¢ 47%

Operating incom 14.1 22.¢ (38%)
As a percentage of revenue 7.6% 18.0%

OIBA 31.C 28.4 9%
As a per centage of revenue 16.7% 22.6%

Reconciliation of Operating income to OIB

Operating incom: $ 141 $ 22.¢

Amortization of no-cash distribution and marketing expe! 4.C 5.8

Amortization of intangible: 12.¢ —



OIBA $ 31.C % 28.4
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Personals ended the year with 939,000 atidcribers, up 30% from the end of 2002, with eDahich was acquired in April 2003,
contributing 12% of the subscriber growth. Reveimeeeased in domestic markets due to increasagbiscsiber count of 13% and higher
overall pricing, although pricing declined duringd due to the introduction of lower monthly prigifor long-term subscriptions. Revenue
from international operations increased $33.1 miillincluding the contribution of uDate of $18.9limn, with international operations
accounting for 20% of total segment revenues irB2@sus 3% in 2002. Overall, international operaiwere unprofitable in 2003 with an
OIBA loss of $10.1 million compared to a loss of@G#illion in 2002, due primarily to increased istments in building out the international
operations and the results of uDate. 2003 operatirmme reflects an increase of $12.9 million obatization of intangibles related primarily
to the Ticketmaster buy-in, which included Matcimc@ompleted by IAC in January 2003 and the actjoiisdf uDate. OIBA margins
decreased in 2003 relative to 2002 primarily duls$ses of international operations, including weDdgscribed above.

IAC Local Services

Twelve Months Ended December 31

Percentage
2003 2002 Change
(Dollars in millions)

Revenue! $ 230.: % 30.€ 648%

Operating los! (29.9) (86.9) 66%
As a percentage of revenue (12.8%) (280.2%)

OIBA 26.2 (32.9 NM
As a per centage of revenue 11.4% (104.9%)

Reconciliation of Operating loss to OIB.

Operating los: $ (29.9 $ (86.%)

Amortization of no-cash distribution and marketing expe 2.3 2.C

Amortization of intangible: 53.% 46.4

Merger cost: — 5.6

OIBA $ 26.z $ (32.9

IAC Local Services consists primarily oty@Giearch, including Evite, and Entertainment Pwattians. Net revenues for the year ended
December 31, 2003 increased due to the acquisifiimtertainment Publications in March 2003, whiamtributed $201.5 million of revenue,
$40.4 million of operating income and $46.1 milliohOIBA in 2003. Revenue for Citysearch declinedcampared to 2002 due to the shift of
the business model from building web sites for ldeesinesses for an annual fee, to the introduaifasm new pay-for performance business
model in 2003, which is expected to grow over tiae to cost cutting initiatives introduced in 2001 continued in 2003, Citysearch was
able to decrease its operating and OIBA lossesm@mpared to the prior year.
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Financial Services and Real Estate
Period from
August 8 —
December 31, 2003
(Dollars in millions)
Revenue! $ 55.¢
Operating los! (16.5)
As a percentage of revenue (29.6%)

OIBA 1.2



As a percentage of revenue 2.2%

Reconciliation of Operating loss to OIB.

Operating los! $ (16.5)
Amortization of no-cash compensatic

expense 1.t
Amortization of intangible: 16.2
OIBA $ 1.2

Financial Services and Real Estate con$igte results of LendingTree from the date of ésitjon on August 8, 2003. The fourth quarter
of 2003 was the first full quarter that LendingTra®ng with the rest of the industry, began tocemter the expected lower demand for
refinancings of mortgages. This trend resulteckimdr mortgage requests and closings, and as & regehue and operating income showed
declines in the fourth quarter of 2003 comparedhwite fourth quarter of 2002 of $3.3 million andZ&Lmillion respectively. Some of the
decline was also due to an increasingly compet@iveronment, higher marketing spend at the er2D68B in anticipation of the seasonally
stronger first quarter of 2004 and the amortizatibmtangibles and non-cash compensation in @iatd the IAC acquisition of $9.9 million.

For full year 2003 compared to 2002, Legdiree's revenue increased $48.8 million, or 449180.2 million, reflecting growth from
both realty and lending services, particularlymafice mortgages.

51
Teleservices
Twelve Months Ended December 31
Percentage
2003 2002 Change
(Dollars in millions)
Revenue: $ 294 $ 294.1 0.C%
Operating income (lost 12.5 (26.9) NM
As a percentage of revenue 4.2% (9.0%)
OIBA 12.t 4.7 NM
As a per centage of revenue 4.2% (1.4%
Reconciliation of Operating income (loss) to OIE
Operating income (los! $ 128 $ (26.9)
Goodwill Impairmen: — 222
OIBA $ 125 $ 4.2

Teleservices continued to make progreds iturnaround in 2003 despite tough economic domd affecting the industry. While revenue
remained flat, operating income and OIBA both iased over 2002. PRC continued to face significanirg pressure and competition for
reduced call volumes but PRC continued to grow migearket share to help offset these pressurddA@r 2002 included a goodwill
impairment charge of $22.2 million recognized ia #econd quarter and a $7.9 million restructurimyge recognized for the closure of cer
call centers. The goodwill impairment charge of £2aillion noted above relates to contingent puseheonsideration recorded in the second
quarter of 2002 in connection with the purchasAafess Direct.

Excluding these charges in 2002, operatingme and OIBA increased by $8.7 million due toréases in call center capacity, fixed costs
and depreciation expense in 2003. These costsatsteas management continued to focus on imprageating efficiencies and key
strategic initiatives throughout the organizatiBRC anticipates it will continue to realize the &#ts of turnaround measures in 2004 although
PRC expects the first and second quarters of 2004 fadversely impacted by the anticipated ternunaif certain client programs. Revenue
for the year ended December 31, 2003 and 2002des|$17.8 million and $9.9 million, respectivelyr $ervices provided to other IAC
businesses.

In the second quarter of 2003 the Compa&aged operations of Avaltus, Inc., a subsidiafyRE. Accordingly, the results of operations
and statement of position of Avaltus are preseagediscontinued operations for all periods preskente

Corporate and Other



Corporate operating losses in 2003 weré®LBhillion compared with $64.9 million in 2002. & kignificant increase is related primarily
to non-cash compensation of $110.5 million, inahgdihe impact of unvested stock options assuméeituy-ins of Ticketmaster, Hotels.com
and Expedia and other acquisitions, as well asres@eelated to restricted stock units, which IA@dreto issue in 2003 in lieu of stock optic
We expect amortization of non-cash compensatiappfoximately $250 million for the full year 2004.

As noted in the Company's previous filindpg majority of the USA Broadcasting stations goldJnivision are located in the largest
markets in the country and aired HSN on a 24-hagish As of January 2002, HSN switched its distiduin these markets directly to cable
carriage. As a result, HSN initially lost approximlg 12 million broadcast homes and accordinglyNtSoperating results
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were affected. Disengagement expenses were $28i6mim 2003 compared to $31.8 million in 2002ingipally reflecting a decrease in
marketing expenses.

Other Income (Expense)

Interest income in 2003 was $175.8 millemmpared with $114.6 million in 2002. The increasiterest income is due primarily to
amounts earned on proceeds from the Vivendi traiosainn May 2002, including (i) $37.3 million of Rlinterest on the Series A Preferred in
2003 compared with $23.0 million in 2002 and (B3 million of cash interest on the Series B Rrefkin 2003 compared with $41.1 million
in 2002. In addition, average cash and marketadargies on hand during 2003 and 2002 were $3i6rband $2.5 billion, respectively,
resulting in higher interest income in 2003.

Interest expense in 2003 was $92.9 miliompared with $44.5 million in 2002. The increas@terest expense is due primarily to an
increase of $50.3 million related to the Compa®y’s0O million 7% Senior Notes issued in December22@artially offset by a $6.2 million
decrease in interest on the Company's $500 milidha % Senior Notes issued in 1998 due to repurchases indate 2002 and 2003,
including $92.2 million in aggregate principal amothat were repurchased during 2003. In 2003Ciimpany realized losses on the
repurchase of bonds of ($8.6) million. During 200 Company realized losses of ($2.0) millionammection with the repurchase of bonds
issued by Savoy Pictures Entertainment, Inc., aididry of IAC.

The Company realized pre-tax losses in 20$224.5) million on equity losses from its istment in Vivendi Universal Entertainment,
LLLP ("VUE"), a joint venture between the Compamda/ivendi Universal, S.A. ("Vivendi") formed on M&, 2002, compared with equity
income of $6.1 million in 2002. During the firstayter of 2003, IAC received the audited financtataments of VUE for the year ended
December 31, 2002, which disclosed that VUE reabateimpairment charge for goodwill and intangidsets and other long-lived assets of
$4.5 billion in the period May 7, 2002 to DecemBgr 2002 based upon VUE management's review adstimated fair value of VUE as of
December 31, 2002. Because of delays in VUE's §ilshineporting, IAC records its 5.44% proportionakeare of the results of VUE on a one-
quarter lag. The charge taken by IAC in the fitsager of 2003 was approximately $245 million, efa tax benefit of $96 million.

For 2003 and 2002, the Company realizedgréncome (losses) of $3.8 million and ($115.6lJiam, respectively, on equity income
(losses) in unconsolidated subsidiaries and otkgereses. The 2002 losses resulted primarily froeagonsolidation results of HOT Networks,
which operates electronic retailing operations imdpe, and was impacted by charges of $88.3 mijllielating primarily to the closure of HOT
Network's Belgium and UK operations and a v-down of HSN's investment in China based on opeggtierformance.

Income Taxes

The tax rate for continuing operations ®@%o in 2003 compared to 58% in 2002. The 20034t is lower than the federal tax rate of
35% due principally to valuation allowances revisrsd $34.2 million and a decrease in deferreditbilities of $13.3 million due to a change
in the effective state tax rate. The valuationvallaces were reversed based on an assessmentthatptobable that the related tax benefits
would be realized. The effective state tax rataeksed as a result of IAC's mergers with its folyngublic subsidiaries in 2003 and the
Vivendi transaction in 2002. Partially offsettifgese decreases in income taxes are earnings igrigegisdictions that are taxed at rates hi¢
than 35% and amortization of intangibles for boakpwses for which the Company receives no tax dextucThe Company expects a tax rate
of approximately 39% will apply for the full yea®@4. In 2002, the Company recorded, in continuipgrations, a tax benefit of $42 million
related to a deduction related to its investmeti@T Networks.
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Minority Interest

The 2003 amount represents the public'ssesiip of the Company's former public subsidiarfésketmaster, Hotels.com and Expedia
until the date of the respective buy-ins, HSE-Gerynand EUVIA, including redeemable preferred egjinterests issued by EUVIA that are
originally due in 2006, but EUVIA has the rightégtend maturity to 2016 based on meeting certaanitial covenants. The EUVIA preferr



equity interest is only due to the holder underr@aT law to the extent sufficient funds in excesixafd capital at EUVIA are available. In
2002 minority interest primarily represents Uniaisand Liberty's ownership interest in USANi LH@ough May 7, 2002, Liberty's
ownership interest in Home Shopping Network, Ihcotigh June 27, 2002, the public's minority intex@s Ticketmaster, Hotels.com and
Expedia, HSE-Germany, and EUVIA since its consaigaain July 2002.

Discontinued Operations

In the second quarter of 2003 USA Electd@@mmerce Solutions ("ECS"), Styleclick, Inc. aadaltus, Inc., a subsidiary of PRC, ceased
operations. Accordingly, the results of operatiand statement of position of these businessesrasemted as discontinued operations for all
periods presented. In addition, through May 7, 2002 Company's results also included the USA Eaitenent Group, consisting of
USA Cable, including USA Network and Sci Fi Chanreeld Emerging Networks TRIO, Newsworld Internaéiband Crime; Studios USA,
which produces and distributes television prograngnand USA Films, which produces and distributiesst The USA Entertainment Group
was contributed to a joint venture with Vivendidiay 7, 2002. As a result, the results of operatamg assets and liabilities of
USA Entertainment are presented as a discontinpethtion through May 7, 2002. The net gain on doution of the USA Entertainment
Group to VUE for the year ended December 31, 2082 $2.4 billion, which occurred in the second qeraof 2002. The net income related to
these discontinued businesses for the years endeehiiber 31, 2003 and 2002 was $40.7 million and2%3dlion, respectively, net of tax.

Results of Operations for the Year Ended Decemberl3 2002 Compared to the Year Ended December 31, 200

IACT
Twelve Months Ended December 31
Percentage
2002 2001 Change
(Dollars in millions)
Revenue:! $ 1563.¢ $ 536.t 192%
Operating incomi 177.¢ 15.¢ 1,02¢%
As a percentage of revenue 11.2% 2.5%
OIBA 279.¢ 129.¢ 11€%
As a percentage of pro forma revenue 17.5% 15.€%

Reconciliation of Operating income to OIB

Operating incomt $ 177¢  $ 15.¢
Amortization of no-cash distribution and marketing expe 32.7% 17.C
Amortization of nol-cash compensation exper 5.7 —
Amortization of intangible: 53.t 0.€
Amortization of goodwill — 46.4
Merger costt 2.3 —
Pro forma adjustmen 7.7 49.¢
OIBA $ 279.¢  $  129.¢
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Revenue growth in 2002 was primarily drivgnthe acquisition of a controlling interest indexdia on February 4, 2002, as well as by the
acquisition of Interval International on SeptemB4r 2002 and the acquisition of TV Travel Shop aayM, 2002. These acquisitions accou
for revenue in 2002 of approximately $553.7 milli®#38.7 million and $26.1 million, respectively.dixding the results of these operations,
IAC Travel revenues increased approximately $40dIBon, or 76.2%, primarily as a result of the gith of the new website and brand,
Hotels.com, and the growth in travel and lodginglings through the Internet. Merchant room niglaisl éncreased 84.7% to 7.8 million in
2002 from 4.2 million in 2001 in part due to theldihn of 147 new markets in 2002, including 85 n@aarkets in international locations, a
69.1% increase in properties, as well as an inergasom allotments available for sale. Revenweravdd from Hotels.com agreement with
Travelocity, its largest affiliate at the time, acated for approximately 11% of IACT total revenu@2002 and 18% of total revenue in 2001.
Assuming IAC's initial acquisition of a majorityaste in Expedia in February 2002 had occurred ab#uyinning of the periods presented, pro
forma revenues for IACT for the years ended Decerhe2002 and 2001 would have been $1.6 billicsh $833.4 million, respectively.

Operating income and OIBA were impacte002 by increased advertising and promotional castsincreased costs to support the
higher level of sales. IACT incurred advertisinglanarketing expenses of $246.5 million in 20025#@% from the prior year due to the
acquisitions and in order to build the brands arvedraffic to the sites, including the Hotels.caite launched in 200:



As previously disclosed, Expedia presetstsnierchant hotel revenue on a net basis and Hoelspresents its merchant hotel revenue
gross basis. Assuming both companies presentechardroevenue on a net basis, IAC Travel's pro fanetaevenues for the year ended
December 31, 2002 and 2001 would have been $907i0mand $156.6 million, respectively.

Electronic Retailing

HSN U.S.
Twelve Months Ended December 31
Percentage
2002 2001 Change
(Dollars in millions)
Revenue:! $ 1,613 $ 1,660.! (3%)
Operating incomi 130.t 103.€ 26%
As a percentage of reven 8.1% 6.2%
OIBA 163.1 137.¢ 1%
As a percentage of reven 10.1% 8.2%

Reconciliation of Operating income to OIB

Operating incomt $ 1308  $ 103.¢
Amortization of no-cash compensation exper 0.3 0.2
Amortization of intangible: 32.2 0.9
Amortization of goodwill — 32.7
OIBA $ 163.1 $ 137.2

Top-line revenue decreased due to a shiftéduct mix, the challenging retail environmend @isengagement (see below). The average
price point for the year decreased to $44.71 i2Z0@m $46.54 in 2001 on slightly increased unitpped. However, gross margin at HSN
increased 320 bps, to 37.2% in 2002 compared @34 2001 due primarily to the impacts of a shifproduct mix from lower margin
products such as computers and electronics to highegin products such as Apparel, Health and Beand Home—Softlines. Computers at
electronics comprised approximately 5% more ofl teades in 2001 as compared to 2002, and carrgssgnargin of approximately 22%.
Apparel, Health and Beauty and Home—Softlines casegrapproximately 6% more of total sales in 20902@mpared to 2001, and carried a
gross margin in 2002 of approximately 42%. Margirese also positively impacted in 2002 due to a cédn in return rates (18.6% in 2002
from 18.9% in 2001)
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and a reduction in marlewns and clearance sales which resulted in apaserin gross profits of $11.8 million over theopsiear. Returns hi
a favorable impact on margins of $7.5 million. tidéion, net shipping and handling revenue incrdaiee in part to lower shipping and
handling costs of $5.9 million. The improvementgaveriven by efficiency improvements at the Compsu@alifornia warehouse facility that
opened in 2001, and lower drop shipment costs daeshift away from computer and electronics, whaidd primarily drop shipped to
consumers.

The increase in operating income was aitggacted by the change in gross margins discusseaabs well as being positively impacted
by increased sales via HSN.com, which result inelowosts per order and accounted for 12% of sal2802 versus 8% in 2001. In addition,
amounts paid to broadcasters in 2002 decreasedilfidh, due principally to the Company enteringwcable distribution agreements as a
result of disengagement, which is explained furtseow. Operating income in 2001 was adversely ttgzhby the events of September11
as viewers turned to coverage of the events. HSiNazklive programming for a short period afterahents of September #and aired live
news programming from USA Cable's NWI. As previgudisclosed, 2002 revenue was impacted by the dégggment of former USA
Broadcasting stations that aired Home Shoppingrprogiing in late 2001 and early 2002. See beloviuigher information on disengageme
On a pro forma basis, based on the estimated ingbaisengagement for the 2001 results, net rev@fare2002 increased by $91.8 million, or
6.0%, to $1.61 billion from $1.52 billion.

Disengagement

As noted in the Company's previous filintpg majority of the USAB stations sold to Univisiare located in the largest markets in the
country and aired HSN on a 24-hour basis. As ofidan2002, HSN switched its distribution in thesarkets directly to cable carriage. As a
result, HSN initially lost approximately 12 millidoroadcast homes and accordingly, HSN's operagisiglts were affected. In order to
effectively transfer HSN's distribution to cable,2002 HSN incurred charges of approximately $3dilBon, in the form of payments to cat



operators and related marketing expenses, inclugizng million of redemptions of coupons offerecttstomers impacted by disengagement.
The Company has supplemented its discussion of $i&§ults by including a comparison of 2002 to 2@@fjusted for the estimated impact of
disengagement on revenues.

HSN International

Twelve Months Ended December 31

Percentage
2002 2001 Change

(Dollars in millions)

Revenue! $ 309.C $ 270.7 14%

Operating los: (62.%) (28.9) (12C%)
As a percentage of revenue (20.2%) (10.5%)

OIBA (61.€) (27.¢) (122%)
As a percentage of revenue (29.%) (10.2%)

Reconciliation of Operating loss to OIB.

Operating los: $ (629 $ (28.9)
Amortization of intangible: 0.7 0.5
OIBA $ (616 $ (27.9

HSN International consisted primarily of EESGermany, EUVIA since its consolidation in Julyo2Gand HSN—Espanol, until it was shut
down in the second quarter of 2002. The increasevienues is due to the consolidation of EUVIA &#he third quarter of 2002, which
resulted in increased revenue of $26.4 millioniremease in revenue of HSE—Germany of $25.6 millemml0.3%, to $272.9 million in 2002
from $247.3 million in 2001; and a decrease insaletHSN—-Espanol of $13.7 million. Net revenuesH®E—Germany in local currency
increased 4.6%, primarily due to lower
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cancellation rates, higher shipped sales, and logtarn rates in 2002 compared to 2001. HSE-Germales in 2001 were affected by
operational complications relating to the converdima new order management system, which werdévegson 2002.

The Company shut down the operations of HS8ypanol, which operated a Spanish language etéctretailing operations serving
customers primarily in the United States and Mexicdhe second quarter of 2002, resulting in ofegaand OIBA losses for 2002 of
$17.8 million. During the third quarter of 2002et@ompany decided to discontinue its active majamiterest in the HSE—Italy business,
resulting in a restructuring charge of $31.4 millizvhich impacted both operating losses and OIBA.

Ticketing Operations

Twelve Months Ended December 31

Percentage
2002 2001 Change

(Dollars in millions)

Revenue! $ 655.0 $ 579.% 13%

Operating incom 96.¢ 15.2 53&%
As a percentage of reven 14.&% 2.6%

OIBA 108.1 74.5 45%
As a percentage of reven 16.5% 12.8%

Reconciliation of Operating income to OIB

Operating incom: $ 9%.¢ $ 15.2
Amortization of noi-cash distribution and marketii

expense 1.C 04
Amortization of nol-cash compensation exper 0.5 1.1
Amortization of intangible: 9.7 10.C

Amortization of goodwill — 47.€



OIBA $ 1081 $ 74.5

Revenue growth in 2002 is primarily dueat6% increase in the average revenue per tickdtad% increase in the number of tickets
sold to 95.1 million. The increase in tickets sptinarily reflects Ticketing's successful growtffioefs in its existing domestic and international
markets, further increased by an acquisition inigrin October 2001 and in the Netherlands in RO@2 which resulted in increased reve
of $5.6 million and $6.0 million, respectively. Qpéng income and OIBA increased in 2002 due prilyéo the increases discussed above
due to increased margins in Ticketing's domestitiaternational operations, partly offset by theexrde effects in 2001 related to the events
surrounding September 11, 2001. The impact of teiaitions in Norway and the Netherlands resuitteidcreased operating income and
OIBA of approximately $1.1 million.

Personals
Twelve Months Ended December 31,
Percentage
2002 2001 Change
(Dollars in millions)
Revenue:! $ 125 $ 49: 155%
Operating income (lost 22.€ (8.9 NM
As a percentage of reven 18.(% (18.1%)
OIBA 28.4 14.7 93%
As a percentage of reven 22.€% 29.%
Reconciliation of Operating income (loss) to OIE
Operating income (los: $ 226 $ (8.9
Amortization of no-cash distribution and marketi
expense 5.8 5.9
Amortization of goodwill — 17.7
OIBA $ 284 $ 14.7
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Net revenues in 2002 grew as the averagauof personals subscriptions increased 149% 02 2ompared to 2001. Subscriber growth
came through all channels including partnershipsctidomains and affiliates. Revenue growth alss pwositively impacted, in part, by the
eight months of activity associated with the acigjois of Soulmates, which was acquired in April2if02. The increase in operating income is
primarily attributable to the revenue growth notdabve, partially offset by higher cost of revenuod aales and marketing expenses as the
Company sought to aggressively grow consumer bracapnition in 2002.

IAC Local Services

Twelve Months Ended December 31

Percentage
2002 2001 Change

(Dollars in millions)

Revenue! $ 306 % 46.1 (33%)

Operating los: (86.%) (150.%) 43%
As a percentage of revenue (280.2%) (326.9%)

OIBA (32.9) (40.8) 21%
As a percentage of revenue (104.9%) (88.5%)

Reconciliation of Operating loss to OIB.

Operating los: $ (86.5) $ (150.%)
Amortization of no-cash distribution and marketing expe! 2.C 11.4
Amortization of no-cash compensation exper — 1.4

Amortization of intangible: 46.4 64.4



Amortization of goodwill — 32.7
Merger cost: 5.6 —

OIBA $ (329 $ (409

IAC Local Services consists primarily oty@iearch, including Evite. Net revenues for theryraled December 31, 2002 decreased due
primarily to continued softness in the online adigerg market as well as the Company's strategitsaen to transition its revenue base to
advertising products with better profit potentiat the Company. Operating losses decreased duasirto initiatives to reduce operating
costs.
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Teleservices
Twelve Months Ended December 31
Percentage
2002 2001 Change
(Dollars in millions)

Revenue:! $ 2941 % 296.2 (1%)
Operating los! (26.4) (40.9) 34%

As a percentage of reven (9.C%) (13.€%)
OIBA (4.2 (5.2 21%

As a percentage of revenue (1.4%) (1.8%)
Reconciliation of Operating loss to OIB.
Operating los: $ (26.9 $ (40.9)
Amortization of goodwill — 35.1
Goodwill impairment 22.2 —
OIBA $ 47 $ (5.2

I I

Net revenues for the year ended Decembe2@X2 remained flat. Revenue for the year endezkdber 31, 2002 and 2001 includes
$9.9 million and $7.1 million, respectively, forrgeees provided to other IAC businesses. The deer@aoperating loss in 2002 is due
primarily to a decrease in goodwill amortization$@5.1 million in 2001 offset by a goodwill impaiemt charge of $22.2 million recognized in
the second quarter of 2002. Operating loss and QfBAide charges of $7.9 million and $2.9 million2002 and 2001, respectively, due to
center closures and the reduction in workforce.

Restructuring Charges

Restructuring charges were $54.1 millio2@®2 and $3.9 million in 2001. The 2002 amouni@tecto various business segments,
including $14.8 million for HSN-International re¢at to the shut-down of HSN-Espanol, the Comparg&B8h language electronic retailing
operation, due to high costs of carriage and disiayipg sales per home; $31.4 million related taB-&ly due to large losses incurred in the
market and uncertainty as to the ability to readfifability; $7.9 million for PRC related princifig to the shut-down of three call centers and
resulting employee terminations due principallyhte decline in the teleservices market that redutteexcess industry capacity and lower
pricing. Costs that relate to ongoing operatiomsrent part of the restructuring charges and arénotided in "Restructuring Charges" on the
statement of operations. Furthermore, all inventorgt accounts receivable adjustments that resfuttedthe restructuring actions are classi
as operating expenses in the statement of opesafltre 2001 amounts relate to various businessemgnincluding $2.9 million for PRC
related to a reduction of workforce and capacitg grincipally to the decline in the teleservicingnket and $0.9 million for Citysearch due
change in the business model.

Other Income (Expense)

Interest income in 2002 was $114.6 millemmpared with $26.8 million in 2001. The increaséterest income is due primarily to
amounts earned on proceeds from the VUE transaictidtay 2002, including (i) $23.0 million of PIK ierest on the Series A Preferred in
2002 and (ii) $41.1 million of cash interest on Beries B Preferred in 2002. In addition, averaggh@nd marketable securities on hand during
the year ended December 31, 2002 and 2001 werebihioh and $0.8 million, respectively, which réd in increased interest income in
2002.
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For the year ended December 31, 2002, thep@any realized pre-tax income of $6.1 million tetato equity in the income from its
investment in VUE, a joint venture between the Campand Vivendi formed on May 7, 2002.

In 2002 and 2001, the Company realizedipxdesses of ($115.6) million and ($49.8) millisaspectively, on equity losses in
unconsolidated subsidiaries and other expenses20®2 losses resulted primarily from the pre-cadstion results of HOT Networks, which
operates electronic retailing operations in Euremel was impacted primarily by charges of $88.3ioni] relating primarily to the impact of
HOT Networks closing its Belgium and UK operation®002 as well as due to a write-down of HSN'estment in China based on operating
performance.

Income Taxes

The tax rate for continuing operations W&%o in 2002 compared to 4% in 2001. The 2002 t&xisahigher than the federal tax rate of
35% due principally to the impact of earnings irefgn jurisdictions that are taxed at rates highan 35%, amortization of intangibles for
book purposes for which the Company receives noctéh, state income taxes, offset partially by tieersal of valuation allowances of
$29.0 million that were provided against deferreddssets in prior years based on the currentsaamses of the realizability of such amounts
2002, the Company also realized a tax benefit @Ch#illion in continuing operations related toeddction received related to the
restructuring of HOT Networks. In 2001, the Compaiay tax expense even though it had a loss frortintong operations due primarily to 1
items discussed above, except that it recorded’$88lion of valuation allowances for deferred &@ssets that the Company did not believe
would be realized, based upon its assessment é@¢keand circumstances in 2001.

Discontinued Operations

In the second quarter of 2003, ECS, Stidkclnc. and Avaltus, Inc., a subsidiary of PR€ased operations. Accordingly, the results of
operations and statement of position of these legsis are presented as discontinued operatioal fariods presented. In addition, the USA
Entertainment Group, which was contributed to VUBMay 7, 2002, and USA Broadcasting are presergatissontinued operations for all
applicable periods presented. The net income etlatéhese discontinued operations for the yeads@ecember 31, 2002 and 2001 were
$34.2 million and $37.8 million, respectively.

During the three months ended March 3112@fe USA Entertainment Group recorded expen&® & million related to the cumulative
effect of adoption of Statement of Position 00-Z¢Aunting By Producers or Distributors of Films."
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Reconciliation of OIBA

The following table is a reconciliation ©fBA to operating income (loss) and net earningslaile to common shareholders for the years
ended December 31, 2003, 2002 and 2001.

Twelve Months Ended December 31,

2003 2002 2001

(In Thousands)

OIBA $ 860,06: $ 389,11t $ 237,97t
Amortization of no-cash distribution and marketing expe! (51,437 (37,344 (26,385
Amortization of no-cash compensation exper (128,18 (15,63 (7,60¢)
Amortization of intangible: (268,50¢) (145,66°) (294,48¢)
Goodwill impairment — (22,24") —
Merger costs(a (11,760 (7,910 —
Pro forma adjustments( — (7,717 (49,81H
Operating income (los: 400,18: 152,59¢ (140,319
Interest incom 175,82: 114,59¢ 26,78
Interest expens (92,919 (44,467 (46,137)
Equity in (losses) earnings of VLU (224,46%) 6,107 —
Equity in earnings (losses) in unconsolidated slibses and othe

expense! 3,76 (115,640 (49,799

Income tax expens (70,69)) (65,127 (9,187



Minority interest (65,047 (46,079 55,83!

Gain on contribution of USA Entertainment to VUIEt of tax — 2,378,31. —
Gain on disposal of Broadcasting stations, nea® — — 517,84
Discontinued operations, net of t 40,73¢ 34,18¢ 37,75¢
Cumulative effect of accounting change, net of — (461,389 (9,187%)
Preferred dividen: (13,059 (11,759 —
Net earnings available to common sharehol $ 154,34: $ 1,941,34 $ 383,60t

€) The Company has incurred costs at Expedia, Hotetsand Ticketmaster for investment banking, legal accounting fees related
directly to the mergers which are considered astiome. These costs were incurred solely in relatmthe mergers, but may not be
capitalized since Expedia, Hotels.com and Ticketaragere considered the targets in the transaédioaccounting purposes. These
costs do not directly benefit operations in any nenwould not normally be recorded by IAC if not the fact it already consolidated
these entities, and are all related to the sameawtion, as IAC simultaneously announced its tidarto commence its exchange offer
for the companies in 2002. The majority of cosesfar advisory services provided by investmentkbes) and the amounts incurred in
2003 were pursuant to the same fee letters enitei@tly each company in 2002. Given these fact®G,believes it is appropriate to
consider these costs as one-time.

(b) Pro forma adjustments to 2002 and 2001 represenirthact of IAC's initial acquisition of a majorisgake in Expedia which occurr

in February 2002 as if the transaction occurredfdke beginning of the periods presented. Opegatinome is presented on an actual
basis.
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FINANCIAL POSITION, LIQUIDITY AND CAPITAL RESOURCES

Net cash provided by operating activitiesv1.3 billion in 2003 compared to $778.5 millinr2002. These cash proceeds and available
cash were used to pay for acquisition and deascast of acquired cash, of $1.1 billion for theuisitions of Entertainment Publications,
LendingTree, Hotwire.com and Anyway.com, $497.Qionilto purchase marketable securities and $18@lmto make capital expenditure

Expedia's and Hotels.com's working capigah flows from their merchant hotel business nedehtributed significantly to the increase
in cash provided by operating activities. In therchant business, Expedia and Hotels.com receivefecas customers on hotel and air
bookings before the stay or flight has occurredesehamounts are classified on our balance sheefased revenue and deferred merchant
bookings. The payment to the suppliers relatetiése bookings is not made until approximately oaelknafter booking for air travel and, for
all other merchant bookings, after the customessand subsequent billing from the supplier. Thoessfespecially for the hotel business, wl
is the majority of our merchant bookings, thera &gnificant period of time from the receipt oétbash from the customers to the payment to
the suppliers. In 2003, deferred merchant bookangbdeferred revenue at IACT increased $135.8anillThere is a seasonal element to cash
flow related to merchant bookings, as the first aadond quarters have traditionally been quartberavhotel bookings significantly exceed
stays, resulting in much higher cash flow relatedbrking capital. In the other quarters, the diéfece between bookings and stays tends to be
more even. In addition to the timing related insesanoted above at Expedia and Hotels.com, casidptbby operating activities benefited
from timing related increases in working capitaH&N U.S.

As of December 31, 2003, the Company h&®3#8million of cash and $2.4 billion of marketabkcurities on hand, including
$114.7 million in funds representing amounts edqodhe face value of tickets sold by Ticketmastebehalf of its clients. Ticketmaster net
funds collected on behalf of clients resulted icréased cash from operations of $1.7 million, $26illlon and $6.9 million in 2003, 2002 and
2001, respectively.

On March 19, 2003 and November 5, 2003, #v@ounced that its Board of Directors has autkdrihe repurchase of up to 30 million
and 50 million shares of IAC common stock, respetyi. IAC may purchase shares over an indefinirgopeof time, on the open market or
through private transactions, depending on mar&editions, share price and other factors. The amand timing of purchases, if any, will
depend on market conditions and other factorsudinby IAC's overall capital structure. Pursuanth® Board's authorization, through
December 31, 2003, IAC purchased 41.3 million shéseaggregate consideration of $1.4 billion legvan outstanding authorization to
purchase 38.7 million shares. Funds for these pgeshwill come from cash on hand. Furthermoreraiated to the IAC authorization and
prior to the Hotels.com and Expedia mergers, dutfiegyear ended December 31, 2003, Hotels.comckpased approximately 1.55 million
shares of its Class A common stock for an aggre$jédes million and Expedia repurchased approxima@ed million shares of its common
stock for an aggregate cost of $25.0 million.

During 2003, the Company received proceédpproximately $1.2 billion related to the safe8.7 million shares of common stock to
Liberty, pursuant to Liberty's preemptive rightg@tation to the Ticketmaster merger, the uDataisiiipn, the Expedia and Hotels.com
mergers and in connection with IAC option exercisesveen May 2, 2003 and June 3, 2003. Libertyndidexercise its preemptive rights w



respect to the LendingTree transaction.

On June 30, 2003 pursuant to the exeras8arry Diller's designee, of a right of firstusél, the Company purchased from Vivendi
warrants to acquire 28.2 million shares of IAC coomstock for an aggregate purchase price of $4@ilibn.
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On August 8, 2003, in conjunction with thepedia merger, the Company purchased approxim@t8lynillion warrants for $32.2 million
which were issued by Expedia in February 2002.

During 2003, the Company repurchased $8#ln principal amount of its 6.75% Senior Nothse November 15, 2005 for an aggregate
purchase price of $100.8 million.

IAC anticipates that it will need to invesbrking capital towards the development and exjpensf its overall operations. The Company
may make acquisitions, which could result in thduion of its cash balance or the incurrence bt.deurthermore, future capital expenditures
may be higher than current amounts over the nexdrakyears.

The uncertainty caused by the current eeoagpolitical and transportation climates may effiture demand for our products and
services. As previously discussed, a significanbam of operating cash flow is from increased def@merchant bookings and the period
between receipt of cash from the customer and dserim operating cash flow, or negative operataghdlows. We believe that our financial
situation would enable us to absorb a significanéeptial downturn in business. As a result, in nggmaent's opinion, available cash, internally
generated funds and available borrowings will pdevéufficient capital resources to meet IAC's feeadhle needs.

CONTRACTUAL OBLIGATIONS AND COMMERCIAL COMMITMENTS

Contractual Obligations Payments Due by Period

Total Less than 1 year 1-3 years 3-5 years More than 5 years

(In Thousands)

Long-term debt $ 1,119,59! $ 18z % 361,25¢ $ 494 % 757,66:
Capital lease obligatior 3,92: 2,66¢ 1,25¢ — —
Purchase obligations( 59,59¢ 29,45¢ 22,96: 7,17¢ —
Operating lease 423,76( 108,57« 122,37¢ 81,34: 111,46!
Total contractual cash obligatio $ 1,606,87. $ 140,88: $ 507,85, $ 89,01: $ 869,12¢

€) Purchase obligations are defined as agreementg¢bgse goods or services that are enforceabléegatly binding and that specify all
significant terms, including: fixed or minimum qugies to be purchased; fixed, minimum or variabfieing provisions; and the
approximate timing of the transaction.

Amount of Commitment Expiration Per Period

Total Amounts
Other Commercial Commitments Committed Less than 1 year 1-3 years 3-5 years

(In Thousands)

Letters of credi $ 49.32¢ $ 46,64¢ $ 267¢ $ —
Guarantee 51,07¢ 6,39¢ 44,37 31C
Total Commercial Commitmen $ 100,407 $ 53,047 $ 47,05( $ 31C

* Commercial commitments are funding commitments ¢oatd potentially require registrant performancéhie event of demands
third parties or contingent events, such as urides lof credit extended or under guarantees of
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RECONCILIATION OF NON-GAAP MEASURE

The following table reconciles OIBA to opting income (loss) for the Company's reportingisegts and to net earnings available to
common shareholders in total (in millions, rounddifferences may occur):

For the year ended December 31, 2003

Amortization of non-

Operating income

OIBA cash items Merger Costs (loss)

IAC Travel $ 523.¢ $ (165.2) $ 117 $ 347.C
HSN U.S. 190.: (50.¢) — 139.t
HSN Internationa 32.¢ (1.3 — 31.c
Ticketing 144t (27.9 (0.7) 116.5
Personal: 31.C (16.9) — 14.1
IAC Local Service 26.2 (55.€) — (29.9)
Financial Services and Real Est 1.2 7.7 — (16.5)
Teleservice! 12.t — — 12.t
Interactive Developmer (3.8 (2.2 — (5.9
Corporate expense and other adjustm (75.5) (110.5) — (186.0)
Disengagement expens (22.0 — — (22.0
Intersegment Eliminatio (0.8 — — (0.8
TOTAL $ 860.1 $ (448.) $ (119 $ 400.2
Other expenses, n (137.9)
Earnings from continuing operations before income$ and minorit
interest 262.
Income tax expens (70.7)
Minority interest (65.0)
Earnings from continuing operatio 126.7
Discontinued operatior 40.7
Earnings before preferred divide 167.2
Preferred dividen: (13.1)
Net earnings available to common sharehol $ 154.¢

I
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For the year ended December 31, 2002
Amortization
of non-cash Merger Proforma Operating
OIBA items Costs Adjustments (a) income (loss)

IAC Travel $ 279¢ $ 919 ¢ 23 ¢ 77 $ 177.¢
HSN U.S. 163.1 (32.6) — — 130.t
HSN Internationa (61.€) (0.7) — — (62.9)
Ticketing 108.1 (11.3) — — 96.¢
Personal: 28.4 (5.9 — — 22.€
IAC Local Service (32.9) (48.9) (5.€) — (86.9)
Teleservice! 4.2 (22.2) — — (26.9)
Interactive Developmet (2.6) (2.9 — — (5.9)
Corporate expense and other adjustm (55.5 (9.9 — — (64.9
Disengagement expens (31.9) — — — (31.¢)
Intersegment Eliminatio (2.4 4.1 — — 1.7



TOTAL
Other expenses, n

Earnings from continuing operations before
income taxes and minority intere

Income tax expens

Minority interest

Earnings from continuing operatio

Gain on contribution of USA Entertainment
VUE

Discontinued operatior

Earnings before cumulative effect of acct.
change
Cumulative effect of accounting chan

Earnings before preferred divide
Preferred dividen:

Net earnings available to comm
shareholder

$

389.1 $ (220.9 $ (79 $ 7.7 $ 152.¢€

(39.49)

113.2
(65.1)
(46.1)

2.0

2,378
34.2

2,414
(461.9)

1,953..
(11.9)

$ 1,941.c

€) Pro forma adjustments in 2002 represent the impiaétC's initial acquisition of a majority stake Expedia which occurred in

February 2002.
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For the year ended December 31, 2001
Amortization
of non-cash Proforma Operating
OIBA items Adjustments (b) income (loss)

IAC Travel $ 129¢ $ (63.9 $ (49.¢9) $ 15.¢
HSN U.S. 137.¢ (33.9) — 103.¢
HSN Internationa (27.€ (0.5 — (28.9)
Ticketing 74.: (59.1) — 15.2
Personal: 14.7 (23.6) — (8.9
IAC Local Service: (40.¢) (209.9 — (150.%)
Teleservice! (5.2 (35.0) — (40.9)
Interactive Developmet (1.5) (0.5 — (2.0
Corporate expense and other adjustm (41.0 (20.9) — (51.9)
Disengagement expens (4.7 — — 4.1
Intersegment Eliminatio 2.4 8.2 — 10.7
TOTAL $ 238 $ (3285 $ (49.¢9) $ (140.9
Other expenses, n (69.7)
Loss from continuing operations before income tax

and minority interes (209.5)
Income tax expens (9.2
Minority interest 55.¢
Loss from continuing operatiol (262.¢)
Gain on sale of broadcasting stati 517.¢
Discontinued operatior 37.¢
Earnings before preferred divide 392.¢

Preferred dividen:

9.2)




Net earnings available to common sharehol $ 383.¢

(b) Pro forma adjustments to 2001 represent the imgfd@&C's initial acquisition of a majority stake Expedia which occurred
February 2002 as if the transaction occurred abégnning of the period presented.

Critical Accounting Policies and Estimates

The following disclosure is provided to plement the descriptions of IAC's accounting pekotontained in Note 2 to the Consolidated
Financial Statements in regard to significant asfdgadgment. Management of the Company is requioatake certain estimates and
assumptions during the preparation of consolidfitethcial statements in accordance with generalbepted accounting principles. These
estimates and assumptions impact the reported a@mbassets and liabilities and disclosures of iogent assets and liabilities as of the dat
the consolidated financial statements. They alqmirththe reported amount of net earnings duringpemipd. Actual results could differ from
those estimates. Because of the size of the finhat@tement elements to which they relate, sonmioficcounting policies and estimates have
a more significant impact on our financial statetaghan others. What follows is a discussion of s@ur more significant accounting policies
and estimates.

. How we assess the recoverability of the carryinge/af long-lived assets is disclosed in Note Zidlfumstances suggest that
long-lived assets may be impaired, and a revieucatds that the carrying value will not be recobégaas determined based on
the projected undiscounted future
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cash flows, the carrying value is reduced to itsreted fair value. The determination of cash flagvbased upon assumptions
and forecasts that may not occur. As of DecembgP@03, the balance sheet includes $13.8 billiogaafdwill and intangible
assets, net, $473.2 million of fixed assets, ned,$129.0 million of cable distribution fees, N&C updated its analysis of
goodwill during 2003, and we determined that theyiag value of such assets were not impaired. 8¢ assessed other long-
lived assets, and determined that the carryingevaftsuch assets were not impaired.

. We assess the recoverability of the carrying valueng-term investments based upon our view ofentrfacts and
circumstances. Related to VUE, the total carryimgant of our investment is $2.8 billion, includi$g.0 billion of preferred
interests and $780.2 million of common interesti&Wlare accounted for under the equity method obawting. We have
reviewed the carrying value of these investmentsnfications of permanent declines in value arléelse the carrying values
are appropriate based upon current facts and cstamoes. However, due to the lack of a public ntdikethese instruments, t
assessment of value is dependent on an analys@ygianies that we believe are comparable, expestatf overall market
conditions, the operating performance of the Corgptire impact of the proposed transaction betwedi ¥nd General
Electric, and other factors that are subject t@joent.

. Our revenue recognition for HSN is described ind\@tAs noted, sales are reduced by incentive digs@nd sales returns to
arrive at net sales. HSN's sales policy allows mmendise to be returned at the customer's discretithin 30 days of the date of
delivery and allowances for returned merchandiseaher adjustments are provided based upon ppstiexce. The estimated
return percentage for 2003 and 2002 of 17.7% argPA8respectively, was arrived at based upon eogbievidence of actual
returns, and the percentage was applied agairest sabhrrive at net sales. Actual levels of prodettirned may vary from these
estimates. The Company believes that actual rean$4SN product sales have not materially variedhfestimates in any of tl
financial statement periods presented, althougbygsems only allowed HSN to track such informateginning in 2001.

. Estimates of deferred income taxes and the sigmifitems giving rise to the deferred assets adiiliies are shown in Note
and reflect management's assessment of actuaéfiztwes to be paid on items reflected in the firdrstatements, giving
consideration to both timing and the probability@dlization. As of December 31, 2003, the balafdeng term deferred tax
liabilities, net, is $2.8 billion, including $1.8llon related to the VUE limited partnership. Aelliincome taxes could vary from
these estimates due to future changes in incomlawarr based upon review of our tax returns byltiternal Revenue Service,
as well as operating results of the Company that significantly from budgets.

. Merchandise inventories are valued at the lowerost or market, cost being determined using ti&-in, first-out method
Market is determined on the basis of net realizablae, giving consideration to obsolescence ahdrdactors. Net realizable
value is estimated by management based upon histsdles data, the age of inventory, the quaafippods on hand and the
ability to return merchandise to vendors. The datearealizable value may vary from estimates uehanges in customer
tastes or viewing habits, or errors in judgment enbag merchandising personnel when ordering newymtsd As of
December 31, 2003, the Company had $250.6 millfanventory on hand, and an associated reserv846dmillion.

. The Company accounts for st-based compensation issued to employees in accaradtic SFAS 148, "Accounting for Stc-
Based Compensation Transition and Disclosure" whaiokends FASB Statement No. 123. This statemeniges\alternative
methods of transition for a voluntary change tofthievalue-based method of accounting for st-based employe



compensation. The Company adopted the expensenigioogorovision of SFAS 123 as of
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January 1, 2003 and will provide expense for stoded compensation for grants on and after thatatat prospective basis as
provided by SFAS 148, and will continue to provjde forma information in the notes to financialtstaents to provide results
as if SFAS 123 had been adopted in previous y#ardisclosed in the notes to financial statemehts Company estimated the
fair value of options issued at the date of graima a Black-Scholes option pricing model with tbkkowing weighted average
assumptions for 2003, 2002 and 2001: risk-free@sterates of 2.78% in 2003, 2.78% in 2002 and 5r02001; a volatility
factor of 50%, 50% and 51%, respectively; and agiveid average expected life of the options of figars. The impact on pro
forma compensation expense for the year ended Desredd, 2003, assuming a 1% increase in the reskifiterest rate, a 10%
increase in the volatility factor, and a one yearéase in the weighted average expected lifeeobtions would be

$9.4 million, $12.3 million, and $16.2 million, @ectively. The Company also issues restricted shmits. For restricted stock
units issued, the accounting charge is measurén girant date and amortized ratably as cash compensation over the ves!
term.

The prevailing accounting guidance applied by Hotelm and Expedia with respect to the presentafioevenue on a gro:
versus a net basis is contained in Staff Accouriiniietin No. 101, "Revenue Recognition in Finah&8tatements", as later
clarified by Emerging Issues Task Force No. 99*R&porting Revenue Gross as a Principal versuablah Agent (EITF 99-
19)." The consensus of this literature is thatgresentation of revenue as "the gross amount hiledcustomer because it has
earned revenue from the sale of goods or servicdgemet amount retained (that is, the amoungditb a customer less the
amount paid to a supplier) because it has earmedanission or fee" is a matter of judgment thateaels on the relevant facts
and circumstances. If the conclusion drawn is RE&T performs as an agent or a broker without assgrthe risks and rewards
of ownership of goods, revenue should be reponted pet basis. In making an evaluation of thiseésseme of the factors that
should be considered are: whether IACT is the piynohligor in the arrangement—strong indicator; thiee IACT has general
inventory risk (before customer order is placedipon customer return)—strong indicator; and whetA&T has latitude in
establishing price.

EITF 99-19 clearly indicates that the evaluatiohthese factors, which at times can be contradjctare subject to significant
judgment and subjectivity. The positions taken lmtdts.com and Expedia reflect their interpretatibtheir respective fact
patterns as well as their qualitative weighinghaf indicators outlined in EITF 99-19. See Note @ri#hary of Significant
Accounting Policies," Revenue Recognition, in theéé to Consolidated Financial Statements for disiom of the factors
considered by Hotels.com and Expedia in arrivintheir conclusions.

For comparison purposes, in order to provide thdeewith a more complete discussion on this top&present IACT pro
forma information under the assumption of both canigs presenting revenue on a net basis and bothardes presenting
revenue on a gross basis.

Assuming that both companies presented merchaahuvevon a net basis, IACT's pro forma net revefargbe years ended
December 31, 2003 and 2002 would have been $1llgyhkand $907.0 million, respectively.

Effective for the first quarter 2004, IAC will begieporting revenue for Hotels.com business ont dasis rather than on a gre
basis due to changes in business practices atdtmisl that were implemented around the beginnirRp06#. The change in
business practices conforms Hotels.com with otA&T businesses in regards to its merchant hotehbsas and thus requires a
change in its revenue presentation on a prospelotises.
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Some states and localities impose a transient exaypor accommodation tax, or a form of salesdaxhe use or occupancy
hotel accommodations. Hotel operators generalliecband remit these taxes to the various tax aitigs® Consistent with this
practice, when a customer books a room througlobttee IACT's travel services, the hotel chargess$sbased on the room rate
paid to the hotel and IACT recovers an equivalembant from the customer. IACT does not collectamit taxes on the portion
of the customer payment it retains, and some jigtisths have questioned IACT's practice in thisarelg While the applicable t
provisions vary among the jurisdictions, IACT be#s it generally has sound arguments that it isemquired to collect and rer
such taxes. IACT is engaged in discussions withatakorities in various jurisdictions to resolvéstissue, but the ultimate
resolution in any particular jurisdiction cannotdetermined at this time. IAC does not believe, &eev, that the amount of
liability of IACT on account of this issue, if amyill have a material adverse effect on its paduture financial results.

IACT has established a reserve with respect tonpialeoccupancy tax liability for prior periods, gistent with applicable
accounting principles and in light of all curreatfs and circumstances. IACT's reserves represamest estimate of t



contingent liability related to occupancy tax ispect of prior periods. A variety of factors coalffiect the amount of the liabili
(both past and future), which factors include, dnat not limited to, the process of moving Expedid Botels.com toward
common business practices, increasing cooperadtween them as a result of the acquisition by IA@e publicly-held shares
of Expedia and Hotels.com in 2003 (including whetioepursue joint resolutions with one or moregdictions), the number of,
and amount of revenue represented by, jurisdictibasultimately assert a claim and prevail in ass® such additional tax or
negotiate a settlement, changes in statutes artirthngy of all of the foregoing. IAC notes that teeare more than 7,000 taxing
jurisdictions, and it is not feasible to analyze #tatutes, regulations and judicial and adminisgaulings in every jurisdiction.
Rather, IACT has obtained the advice of state andlltax experts with respect to tax laws of carsates and local jurisdictio
that represent a large portion of IACT's hotel rexe In addition, IACT continues to engage in dagjavith and receive
feedback from certain state and local tax auttesitiAC will continue to monitor the issue closalyd provide additional
disclosure, as well as adjust the level of reser@gsievelopments warrant. The reserve balanceerbber 31, 2003 is

$13.2 million as compared to $10.4 million at Debem31, 2002.

It is possible that some jurisdictions may introelmew legislation regarding the imposition of ocoqy taxes on businesses
arrange booking of hotel accommodations, but te tte¢ Company is aware of only one jurisdictiort tres introduced such
legislation, and its passage faces opposition acdrtainty.
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Seasonality

IAC's businesses are subject to the effefcseasonality with revenues typically lowesthe first quarter of the year and highest in the
fourth quarter, primarily as a result of seasogalitour travel business as well as Entertainmahti€ations and, to a lesser extent, HSN.

Our travel business experiences seasarablfitions, reflecting seasonal trends for the petsland services offered. For example,
traditional leisure travel supplier and agency hingk typically are highest in the first two calendaarters of the year as consumers plan and
purchase their spring and summer travel and themtimber of bookings flattens in the last two cdé&rguarters of the year. Because revenue
in our merchant business is recognized when thelttakes place rather than when it is booked rewenue growth typically lags our bookings
growth by a month or two. As a result, revenue peraent of gross bookings is typically lowesttie first quarter of the year and highest in
fourth quarter.

Our results may also be affected by sedslutduations in the inventory made available ohy our travel suppliers. For instance, during
seasonal periods when demand is high, suppliersmmagse blackouts for their inventory that prohilstfrom selling their inventory during
such periods.

Interval's revenues from existing membeesirfluenced by the seasonal nature of plannedyarvel with the first quarter generally
experiencing the strongest sales and the fourthtejugenerally experiencing weaker sales.

Seasonality also impacts IAC's ElectrondétaRing segment but not to the same extent it otgpthe retail industry in general.

Ticketing operations revenues are impabtefluctuations in the availability of events fals to the public, which vary depending upon
scheduling by the client. The second quarter ofytfg generally experiences the most ticket onsdaleevents.

Entertainment Publication's revenues ageificantly seasonal with the majority of the compa revenues and profitability experience:
the fourth quarter, consistent with school fundrajsschedules.

New Accounting Pronouncements

In May 2003, the FASB issued SFAS No. I3@counting for Certain Financial Instruments w@haracteristics of Both Liabilities and
Equity.” This pronouncement establishes standandedw an issuer classifies and measures certandial instruments with characteristics of
both liabilities and equity. It requires that aauer classify a financial instrument that is withigscope as a liability (or an asset in some
circumstances). Many of those instruments wereipusly classified as equity. This Statement isaffe for financial instruments entered it
or modified after May 31, 2003. We adopted SFAS éB6ctive July 1, 2003 and the adoption did natehan effect on the Company's
financial statements.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS



In addition to historical information, thds1nual Report on Form 10-K contains "forward-lauistatements" within the meaning of the
Private Securities Litigation Reform Act of 199%e€Tuse of words such as "anticipates,” "estimateggects," "projects,” "intends," "plans”
and "believes," among others, generally identifyvird-looking statements.

Forward-looking statements included in #hisual Report on Form 10-K are principally setfiounder the captions "Business" and
"Management's Discussion and Analysis of FinanC@tdition and Results of Operations.” These forwaoking statements include, among
others, statements relating to: IAC's future firiahgerformance, including statements anticipatingwth in IAC's revenues and OIBA, IAC's
business prospects and strategy, anticipated temdiprospects in the various industries in whi@ hnd its businesses operate, new prod
services and related strategies and other simitdrens.

These forward-looking statements refleetitews of IAC management regarding current expiects.and projections about future events
and are based on currently available informatidrese forward-looking statements are by nature entbruncertain and actual results may
differ materially as a result of many factors, irdihg, but not limited to, those discussed beloeaders should not place undue reliance on
these forward-looking statements, which only reftee views of IAC management as of the date af #rinual Report on Form 10-K. IAC
does not undertake any obligation to publicly updatreview any of these forward-looking statementsether as a result of new information,
future events or otherwise.

IAC and its operating businesses operateghly competitive, consumer-driven and rapidiaeing industries. Factors and risks that
could adversely affect the business, financial @mrand results of operations of IAC and its eas businesses in the future, which could
cause actual results to differ from those containdtie forward-looking statements included in thimual Report on Form 10-K and other
filings with, and submissions to, the SEC and stalements made from time to time by IAC's dirextexecutive officers and employees to
investor and analyst communities, media represeataand others, are as follows:

. material adverse changes in economic conditionsrgdiy or in any of the markets or industries iniethlAC's various
businesses operate;

. acts of terrorism, war or political instability;

. IAC's dependence upon the continued contributidrits genior corporate management, particularly MHer, IAC's Chairmar
and Chief Executive Officer, as well as those ofigemanagement at its various businesses;

. the ability of IAC to maintain and develop its dkig brands and distribution channels, as welbamnake the requisite
expenditures in connection with these initiatives icost-effective manner;

. adverse changes to, or interruptions in, IAC'sti@lahips with its partners, suppliers and othetigs with whom it ha:
significant relationships;

. the promotion and sale of products and servicdé\Bys partners, suppliers and other parties thrahgir own websites ar
other direct distribution channels, which may offevantages, such as lower transaction fees, fnédlyer miles, bonus
structures and other consumer loyalty initiatives;

. the continued growth of the Internet, tt-commerce industry and broadband access, as wibleaslated rate of onlir
migration in the various markets and industriewimch IAC's businesses operate;
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. the continued ability of IAC to maintain, upgradedadapt its technology and infrastructure in respao changes in consun
preferences, increased demand for its productsarices and changes in industry standards antigasicas well as its ability
to ensure the security and privacy of personalrinédion transmitted through its websites and otligribution channels;

. the ability of IAC to expand the reach of its varsdbusinesses into international markets, partilsuila Europe, as well as 1
successfully integrate, operate and manage itsimxiand future international operations, which subject to a number of risks,
including, but not limited to, the following:

. competition from local businesses, which may habetter understanding of, and ability to focuslonal consumers ar
their preferences, as well as more established bvaad recognition and better access to locahiiiel and strategic
resources;

. difficulty in developing, managing and staffingémtational operations as a result of distance,uagg and culture

differences; and

. fluctuations in foreign exchange rates, which caddse results of international operations, whansiated, to material
differ from expectations.

. the ability of IAC to successfully manage and addnmésks in connection with the integration of aoegh businesses and futt



acquisitions, including:

. the ability to integrate the operations, as wellheesaccounting, financial controls, managemerdrim&tion, technology,
human resources and other administrative systehasquired businesses with IAC's existing operatiand systems;

. the ability to retain senior management and otlegrpgersonnel at acquired businesses;
. strain on IAC management, operations and finamesburces; and
. unfavorable changes in existing, or the applicatiomterpretation of existing, or the promulgatimimew, laws, rules and

regulations at the local, state and national ldwveth in the United States and abroad, applicabl&€ and its businesses,
including those relating to sales, use, occupavelye-added and other taxes, consumer protectidipavacy, among others, as
well as those specifically relating to the Interaee-commerce.

Item 7A. Quantitative and Qualitative Disclosures About MarkRisk
Interest Rate Risk

The Company's exposure to market ratefoiskhanges in interest rates relates primarilhedCompany's short-term investment portfolio
and issuance of debt. The Company has a presaribéitbdology whereby it invests its excess castebt thstruments of government agencies
and high quality corporate issuers. The portfdioeviewed on a periodic basis and adjusted irtieat that the credit rating of a security held
in the portfolio has deteriorated.

At December 31, 2003, the Company's oudtandebt approximated $1.1 billion, substantialliyof which is fixed rate obligations. If
market rates decline, the Company runs the riskitigarelated required payments on the fixed ratg dill exceed those based on the current
market rate. As part of its risk management stsgtdge Company uses derivative instruments, indgaditerest rate swaps, to hedge certain
interest rate exposures. The Company's intenta$féet gains and losses resulting from these expsswith losses and gains on the derivative
contracts used to hedge them, respectively, thewsdycing volatility of earnings and protectingr fe&lues of assets and liabilities. The
Company's objective in managing its exposure ter@dt rate risk on its long-term debt is to mamtacertain range between floating rate and
fixed rate debt. This policy enables the Companmémage its exposure to the impact of interestalaémges both on its earnings and cash
flows and on its financial
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position. As such, during the second and third guaf 2003 the Company entered into two intenest swap agreements with a notional
amount of $250 million and $150 million, respeclyyén each case related to a portion of our fixa 7% Senior Notes due in 2013 (the
"Notes"). The interest rate swaps allow the Compamgceive fixed rate receipts in exchange forimgRoating rate payments based on
LIBOR which effectively changes IAC's interest ratg@osure on $400 million in aggregate notional amof the Notes. As of December 31,
2003, of the $750 million total notional amountieé Notes, the interest rate is fixed on $350 millwvith the balance of $400 million

remaining at a floating rate of interest basedhenspread over 6- month LIBOR. The fair value @f ithterest rate swaps at December 31, 2003
was $1.1 million. If the LIBOR rates were to incsegdecrease) by 100 basis points, then the ingeagments on the $250 million and

$150 million of variable rate debt would have iraged (decreased) by $2.5 million in 2003.

Foreign Currency Exchange Risk

The Company conducts business in certagigo markets, primarily in the European Union. Twmpany's primary exposure to foreign
currency risk relates to investments in foreignsidilaries that transact business in a functionedketicy other than the U.S. Dollar, primarily
Euro, British Pound Sterling and Canadian Dollaswidver, the Company intends to reinvest profitefioternational operations in order to
grow the businesses.

As the Company increases its operatiomst@rnational markets it becomes increasingly eggds potentially volatile movements in
currency exchange rates. The economic impact eéoay exchange rate movements on the Company tee lofked to variability in real
growth, inflation, interest rates, governmentalawt and other factors. These changes, if matedald cause the Company to adjust its
financing and operating strategies.

As currency exchange rates change, traoslaf the income statements of the Company'snatgnal businesses into U.S. dollars affects
year-over-year comparability of operating results. Higtally, the Company has not hedged translatisksrbecause cash flows from
international operations were generally reinvestedlly.

Foreign exchange gains and losses wermatdrial to the Company's earnings in 2003, 20@22891. However, given the currency
fluctuations in 2002 and 2003 and anticipated iases in the Company's operations in internatiorzekkets, the Company is reviewing its
strategy for hedging transaction risks. The Com[sanlyjective in managing its foreign exchange issto reduce its potential exposure to the
changes that exchange rates might have on itsngaréash flows and financial positic



During the second quarter of 2003, ondhef@ompany's foreign subsidiaries entered intogida exchange forward contract with a
notional amount of $38.6 million which was usedé&alge against the change in value of a liabilityateinated in a currency other than the
subsidiary's functional currency. Transaction gaingd losses related to the contract and liabiligyracognized each period in our statement of
operations and are offsetting. The fair value &f tbreign exchange forward contract at Decembe803 was an unrealized loss of
$5.7 million.

During the fourth quarter of 2003, onele Company's subsidiaries entered into a ten-yeas currency swap with a notional amount of
Euro 39 million which is to mature on October 3012 and is used to hedge against the change ie @flan asset denominated in a currency
other than the subsidiary's functional currencyis Bwap enables the Company to pay Euro at a fake ahree-month EURIBOR plus 0.50%
on Euro 39 million. In exchange the Company recei/®% interest on $46.4 million in U.S. dollard.the date of maturity the agreement ¢
for the exchange of notional amounts. The fair galfithis cross currency swap at December 31, 2@@3an unrealized loss of $3.3 million.
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In addition, IAC Travel purchases 30-dasefgn currency forwards at the end of each monthitmate the effects of the changes in
exchange rates related to their payables to hetadars in foreign countries. The changes in faineare included as a component of cost of
sales in the accompanying statement of operat@msng the years ended December 31, 2003 and 200Z,ompany recognized gains of
$1.1 million and $0.7 million, respectively, fromrfvard contracts. As of December 31, 2003, thenewe foreign currency forwards
outstanding.

Equity Price Risk

The Company has a minimal investment intgegecurities of publicly traded companies. Thesestments, as of December 31, 2003,
were considered available-for-sale, with the urizedlgain deferred as a component of shareholeguity. It is not customary for the
Company to make significant investments in equétysities as part of its investment strategy.

The Company has substantial investment&Jg as of December 31, 2003, including preferradriests valued at approximately
$2 billion and common interests valued at $780iamill The Company has reviewed the carrying valuta@$e investments as of December 31,
2003 and believes they are reasonable.
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Item 8. Consolidated Financial Statements and SupplementBrgta
REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Shareholders
InterActiveCorp:

We have audited the accompanying conselitbalance sheets of InterActiveCorp (formerly USteractive) and subsidiaries as of
December 31, 2003 and 2002, and the related cdiasetl statements of operations, shareholdersyeayuit cash flows for each of the three
years in the period ended December 31, 2003. Qiitsaalso included the financial statement schetisded in the Index at Item 15(a). The
financial statements and financial statement sdeeahe the responsibility of the Company's managent@ur responsibility is to express an
opinion on these financial statements and the &izistatement schedule based on our audits.

We conducted our audits in accordance wautthiting standards generally accepted in the UrStates. Those standards require that we
plan and perform the audit to obtain reasonablerasse about whether the financial statementsraeedf material misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstaiements. An audit also includes asse:
the accounting principles used and significantnesties made by management, as well as evaluatirayérall financial statement presentation.
We believe that our audits provide a reasonablis fasour opinion.

In our opinion, the consolidated finanattements referred to above present fairly, imalerial respects, the consolidated financial
position of InterActiveCorp and subsidiaries at Baber 31, 2003 and 2002, and the consolidatedtsasiits operations and its cash flows for
each of the three years in the period ended Deae&ih@003, in conformity with accounting principlgenerally accepted in the United Sta
Also, in our opinion, the related financial staterschedule, when considered in relation to théclmmsolidated financial statements taken as
a whole, presents fairly in all material respebtsinformation set forth therein.

As discussed in Note 4 to the consolidéiteahcial statements, on January 1, 2002, the Cagnpdopted Statement of Financial
Accounting Standards ("SFAS") No. 142, "AccountingGoodwill and Other Intangible Asset:



New York, New York
February 9, 2004
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/sl Ernst & Young LLF

INTERACTIVECORP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Service revenu
Product sale

Net revenue
Operating costs and expens
Cost of sale-service revenu
Cost of sale-product sale

Gross profit
Selling and marketin
General and administratiy
Other operating cos
Amortization of cable distribution fet
Amortization of no-cash distribution and marketing expe
Amortization of no-cash compensation exper
Amortization of intangibles and goodw
Depreciatior
Restructuring charge
Goodwill impairment
Merger cost:

Operating income (los!
Other income (expense
Interest incomt
Interest expens
Equity in (losses) earnings of VL

Equity in earnings (losses) in unconsolidated siiases and othe
Total other expense, n

Earnings (loss) from continuing operations befo@me taxes and minority intere
Income tax expens
Minority interest

Earnings (loss) from continuing operations before wmulative effect of accounting change
Gain on contribution of USA Entertainment to VUE} of tax

Gain on disposal of Broadcasting stations, net

Discontinued operations, net of t

Earnings before cumulative effect of accounting chage
Cumulative effect of accounting change, net of

Earnings before preferred dividends
Preferred dividen:

Net income available to common shareholders

Years Ended December 31

Earnings (loss) per share from continuing operatios before cumulative effect of accounting chang

available to common shareholders:

Basic earnings (loss) per common st

Diluted earnings (loss) per common sh

Earnings per share before cumulative effect of acemting change available to common
shareholders:

Basic earnings per common sh

2003 2002 2001
(In thousands, except per share date

$ 3,896,14: $ 2,656,04: $ 1,503,09:
2,431,971 1,924,88: 1,931,47.

6,328,11: 4,580,92! 3,434,57

2,068,28 1,573,49 1,025,99

1,400,75: 1,202,51! 1,279,42.

2,859,07! 1,804,91! 1,129,15;

935,82( 564,98 334,77

711,78: 495,38t 354,96:

116,41: 84,51( 81,15¢

62,527 53,68( 43,97t

51,43: 37,34« 26,38t

128,18! 15,631 7,60¢

268,50« 145,66 294,48t

172,45! 170,81¢ 122,25t

21 54,13( 3,86:

— 22,24, —

11,76( 7,91( —
400,18: 152,59¢ (140,31%)

175,82: 114,59¢ 26,78:
(92,917) (44,46°) (46,137)

(224,46Y) 6,107 —
3,767 (115,641() (49,799
(137,79)) (39,407) (69,147)
262,39: 113,19 (209,46
(70,697) (65,127) (9,18))

(65,047) (46,077) 55,83:
126,65 1,997 (162,81))

— 2,378,31 —

_ — 517,84

40,73¢ 34,18¢ 37,75¢

167,39t 2,414,49: 392,79

— (461,38 (9,187)

167,39t 1,953,10: 383,60t

(13,05%) (11,759 —

$ 154,34: $ 1,941,34. $ 383,60t
I I I
$ 0.1¢ $ (0.02) $ (0.49)
$ 0.17 $ (0.09) $ (0.49)
$ 0.2¢ $ 5.64 $ 1.08



Diluted earnings per common shi $ 0.2¢ $ 5.62 $ 1.05
Net earnings per share available to common sharetud#rs:

Basic earnings per common sh $ 0.2¢ $ 4.5t $ 1.0¢
Diluted earnings per common shi $ 0.2¢ $ 454 $ 1.02

The accompanying Notes to Consolidated FinancetkeStents are an integral part of these statements.
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INTERACTIVECORP AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

2003 2002
(In thousands)
ASSETS
CURRENT ASSETS:
Cash and cash equivalel $ 899,06: $ 1,998,11.
Restricted cash equivaler 31,35¢ 40,69¢
Marketable securitie 2,419,73! 1,929,05!
Accounts and notes receivable, net of allowanck36f999 and $29,036, respectively 429,42 308,37"
Inventories, ne 215,99¢ 192,75:
Deferred tax assets, r 65,07 2,007
Other current asse 154,33¢ 145,05¢
Net current assets of discontinued operat — 8,07¢
Total current asse 4,214,97! 4,624,14.
PROPERTY, PLANT AND EQUIPMENT:
Computer and broadcast equipm 686,89¢ 542,99¢
Buildings and leasehold improveme 155,21: 141,06:
Furniture and other equipme 154,37¢ 137,38
Land 21,17: 15,80z
Projects in progres 30,96: 20,48
1,048,62. 857,73t
Less: accumulated depreciation and amortize (575,444 (427,49)
Total property, plant and equipme 473,17 430,24
OTHER ASSETS:
Goodwill 11,291,76 5,997,84.
Intangible assets, n 2,513,88! 1,258,071
Long-term investment 1,426,50: 1,582,18.
Preferred interest exchangeable for common s 1,428,53! 1,428,53!
Cable distribution fee 128,97: 167,24¢
Note receivables and advances, net of currentqrc 14,507 19,09(
Deferred charges and other 93,92¢ 140,81t
Non-current assets of discontinued operati 34C 10,82
Total other asse! 16,898,43 10,604,60
TOTAL ASSETS $ 21,586,58 $ 15,658,99

*) See Note 15 for discussion of related par

December 31,

December 31,




The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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INTERACTIVECORP AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31, December 31,
2003 2002

(In thousands)
LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Current maturities of lor-term obligations $ 2,85 $ 24,957
Accounts payable, trac 687,97 478,04:
Accounts payable, client accoul 142,00: 131,34¢
Cable distribution fees payat 39,14: 39,101
Deferred merchant bookini 218,82: 149,34¢
Deferred revenu 180,22¢ 128,58(
Income tax payabl 96,817 177,01¢
Other accrued liabilitie 494,28( 401,51(
Current liabilities of discontinued operatic 16,06: 24,71

Total current liabilities 1,878,18: 1,554,62!
Long-term obligations, net of current maturit 1,120,09 1,211,14!
Other lon¢-term liabilities 67,98! 77,84:
Deferred income taxe 2,565,41! 2,374,11.
Common stock exchangeable for preferred inte 1,428,53! 1,428,53!
Minority interest 110,79¢ 1,081,27

SHAREHOLDERS' EQUITY:

Preferred stock $.01 par value; authorized 100(@@Mshares; 13,118,182 issued

outstanding, respective 131 131
Common stock $.01 par value; authorized 1,600,@@ghares; issued 679,006,913 and

392,334,359 shares, respectively, and outstand@agd@2,816 and 385,698,610 shares,

respectively, including 452,035 and 441,169 ofriet&ld stock, respective 6,30¢ 3,85z
Class B convertible common stock $.01 par valughaized 400,000,000 shares; issued
outstanding 64,629,996 shares, respecti 64¢€ 64¢€
Additional paic-in capital 13,634,92 5,941,14.
Retained earning 2,276,95. 2,122,61.
Accumulated other comprehensive inco 36,89¢ 15,697
Treasury stock 47,984,097 and 6,635,749 shargsctgely (1,535,27) (147,61)
Note receivable from key executive for common stisskiance (4,999 (4,999
Total shareholders' equi 14,415,58 7,931,46.
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 21,586,58 $ 15,658,99

The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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INTERACTIVECORP AND SUBSIDIARIES CONSOLIDATED
STATEMENTS OF SHAREHOLDERS' EQUITY



Note

Receivable
Class B
Convertible from Key
Preferred Common Accum. Executive
Stock Common Stock Stock Retained Other for
Addit. Earnings  Comp. Common
Paid- (Accum.) Income  Treasury Stock
Total $ Shares $ Shares $ Shares in Capital Deficit (Loss) Stock Issuance
Balance as of December 31, 20( $ 3,43987. — — $3,05¢ 305,92! $63C 63,03: $ 3,793,76. $ (202,34) $ (10,825 $ (139,41)$  (4,99¢)
Comprehensive incom
Net income for the year ended December 31, & 383,60¢ — — — — — — — 383,60 — — —
Increase in unrealized gains in available for seleurities 5,60( — — — — — — — — 5,60( — —
Foreign currency translatic (6,380 — — — —_ = — — — (6,380 — —
Comprehensive incorr 382,82¢
Issuance of common stock upon exercise of stodbiug 80,93! — — 90 9,11¢ — — 80,84: — — — —
Income tax benefit related to stock options exert 38,43¢ — — — — — — 38,43¢ — — — —
Issuance of stock in connection with other trarisas! 5,36( — — 3 12¢ — — 5,351 — — — —
Purchase of treasury sto (1,92 — — Q) 91) — — — — — (1,927 —
Balance as of December 31, 20( $ 3,94550. — — $3,147 315,07 $63C 63,03! $ 3,918,40 $ 181,26° $ (11,60 $ (141,34)3% (4,999
Comprehensive incom
Net income for the year ended December 31, : 1,953,100 — — — - — — — 1,953,10: — — —
Increase in unrealized gains in available for salaurities 3,41 — — — —  — — — — 3,41¢ — —
Foreign currency translatic 23,88t — — — - — — — — 23,88t — —
Comprehensive incor 1,980,40!
Issuance of securities in connection with the Eiged
transactior 1,497,89. 131 13,11¢ 20€ 20,58: — — 1,497,555 — — — —
Issuance of common stock upon exercise of stodbiog 144,52: — — 92  9,20¢ — — 144,42¢ — — — —
Income tax benefit related to stock options exer 7,62 — — — — — — 7,62( — — — —
Issuance of stock in connection with other trarieast 61,87 — — 22  2,36¢ — — 61,84¢ — — — —
Issuance of stock for LLC Exchan 178,65( — — 71  7,08( — — 178,57¢ — — — —
Issuance of stock for Holdco Exchar 750,69 — — 31€ 31,62( 16 1,597 750,36 — — — —
Issuance of stock and warrants in VUE transac 810,87: — — — — — 810,87: — — — —
Common stock exchangeable for preferred inte (1,428,53) — — — — - —  (1,428,53) — — — —
Dividend on preferred stoc (11,759 — — — —_ = — — (11,759 — — —
Purchase of treasury sto 6,27 — — 2 (239 — — — — — (6,27¢) —
Balance as of December 31, 20( $ 7,931,46: $131 13,11¢ $3,852 385,69¢ $64€ 64,63( $ 5941,14 $2,122,61 $ 15,69 $ (147,61)$ (4,999
Comprehensive incom
Net income for the year ended December 31, : 167,39¢ — — — — — — — 167,39t — — —
Decrease in unrealized gains in available for satirities (3,010 — — — — - — — — (3,010 — —
Foreign currency translatic 24,64¢ — — — — — — — — 24,64¢ — —
Net loss on derivative contrac 4400 — — — —_ - — — — (440 — —
Comprehensive incorr 188,59! — — — — — — — — — — —
Issuance of securities in connection with the Ticlaster
merger 867,79¢ — — 455 4547 — — 867,34 — — — —
Issuance of securities in connection with the
uDate transactio 132,89: — — 55 5,48( — — 132,83 — — — —
Issuance of securities in connection with the
Hotels.com merge 1,179,30i — — 44C 44,31* — — 1,178,86: — — — —
Issuance of securities in connection with the
Liberty preemptive: 1,165,87! — — 487 48,70 — — 1,165,39; — — — —
Issuance of securities in connection with the
Expedia transactio 3,569,401 — — 1,00¢ 100,76: — — 3,568,39; — — — —
Issuance of securities in connection with the Legdiree
transactior 720,68 — — 18¢ 18,76¢ — — 720,49 — — — —
Issuance of securities in connection with the Hoveiom
transactior 5,84¢ — — — — — — 5,84¢ — — — —
Issuance of common stock upon on exercise of wer 11,461 — — 5 50C — — 11,45¢ — — — —
Vesting of restricted stock uni 4,111 — — 1 67 — — 4,11( — — — —
Issuance of common stock upon exercise of stodbmgt
restricted stock and oth 264,25 — — 227 22,61 — — 264,03( — — — —
Income tax benefit related to stock options exert 107,85! — — — — — — 107,85! — — — —
Purchase and cancellation of warre (440,049 — — — - — — (440,04, — — — —
Dividend on preferred stoc (13,05 — — — — - — — (13,05% — — —
Amortization of no-cash compensatic 107,20( — — — — — — 107,20( — — — —
Purchase of treasury sto (1,388,06) — — (413 (41,34 — — — — — (1,387,65) —
Balance as of December 31, 20( $14,415,58 $131 13,11¢ $6,30% 631,02: $64€ 64,63( $13,634,92 $2,276,95. $ 36,89¢ $(1,535,27)$ (4,999

Accumulated other comprehensive income is compiigeshrealized gains on available for sale seasitf $445, $3,455, and $39 at December 31, 2@ and 2001, respective
foreign currency translation adjustments of $36,84P,242, and $(11,644) at December 31, 2003, 2602001, respectively, and net losses from divascontracts of $(440) at

December 31, 2003.

The accompanying Notes to Consolidated Financatk8tents are an integral part of these statements.
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INTERACTIVECORP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2003 2002 2001

(In thousands)

Cash flows from operating activitie
Earnings (loss) from continuing operations befarmulative effect o
accounting chang $ 126,65 $ 1997 $ (162,817
Adjustments to reconcile income (loss) from contiguoperations to
net cash provided by operating activiti

Depreciation and amortizatic 440,95 316,48t 416,74
Goodwill impairment — 22,247 —
Amortization of no-cash distribution and marketing expe! 51,43: 37,344 26,38¢
Amortization of no-cash compensation exper 128,18! 15,637 7,60¢
Amortization of cable distribution fet 62,521 53,68( 43,97
Amortization of deferred financing cos 2,641 2,04: 1,491
Deferred income taxe (169,659 (44,25 11,79(
Loss on retirement of bon 8,63¢ 1,97C —
Equity in losses in unconsolidated subsidiariesluiting VUE 220,82: 123,60¢ 48,97
Non-cash interest incorr (43,250 (22,449 (3,690
Minority interest 65,04: 46,07: (55,83))
Increase in cable distribution fe (28,349 (74,319 (47,399
Changes in assets and liabiliti
Accounts and notes receival (73,309 58,53 18,55
Inventories (6,087) (820) 32,26¢
Accounts payable and accrued liabilit 409,49: 129,44 2,28
Deferred revenu 75,691 39,39 12,78!
Deferred merchant bookini 69,47 15,957 —
Funds collected by Ticketmaster on behalf of centt 1,68: 26,38: 6,87¢
Other, ne (37,949 29,52 9,26¢
Net Cash Provided By Operating Activities 1,304,66! 778,48: 369,27¢
Cash flows from investing activitie
Acquisitions, net of cash acquir (1,092,00) (560,46 (198,64
Capital expenditure (186,86") (162,05 (127,41
Recoupment of advance to Univer — 39,42 59,82
Purchase of marketable securities, net of redemg (497,039 (1,221,68) (613,079
Increase in lon-term investments and notes receive 73t 33,11¢ (122,41
Proceeds from VUE Transacti — 1,618,711 —
Proceeds from sale of broadcast stat — 589,62! 510,37-
Other, ne 5,10¢ (20,03/) (30,50%)
Net Cash (Used In) Provided By Investing Activitie: (1,770,07) 316,63 (521,859
Cash flows from financing activitie
Borrowings — 29,15¢ 23,08¢
Principal payments on lo-term obligation: (28,039 (81,015 (22,33))
Purchase of treasury stock by IAC and subsidit (1,485,95) (6,27¢) (1,929
Payment of mandatory tax distribution to LLC par — (154,08)) (17,369

(Repurchase) issuance of boi (101,379 697,00( —



Purchase of Vivendi warran (407,399 — —

Tax withholding payments on retired Expedia wars: (32,24°) — —
Proceeds from sale of subsidiary stock, includieglsoptions 57,35¢ 87,84: 12,23
Proceeds from issuance of common stock and LLGesl 1,430,05: 151,70¢ 80,93:
Preferred dividen: (13,05 (20,229 —
Other, ne 13,01¢ (41,590 (67,670
Net Cash (Used In) Provided By Financing Activitie: (567,64() 672,52: 6,954
Net Cash (Used In) Provided By Discontinued Operatins (85,637) (172,83) 322,34.
Effect of exchange rate changes on cash and casraénts 19,62« 11,13: (3,669
Net (Decrease) Increase In Cash and Cash Equivaler (1,099,05) 1,605,93! 173,05:
Cash and cash equivalents at beginning of p¢ 1,998,11. 392,17¢ 219,12:
Cash and Cash Equivalents at End of Perio $ 899,06: $ 1,998,11: $ 392,17¢

The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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INTERACTIVECORP AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 ORGANIZATION

InterActiveCorp is a leading, multi-bramddractive commerce company committed to harneshmgower of interactivity to make
people's lives easier, everywhere and everyday.dp€tates a diversified portfolio of specialized afobal brands in the travel, home
shopping, ticketing, personals, local servicesriitial services and real estate, and teleservickesiries. IAC enables billions of dollars of
consumer-direct transactions for products and seswia the Internet, television and telephonerhdtiveCorp is referred to herein as either
IAC or the Company.

IAC consists of the following segments:

. IAC Travel, which includes Expedia, Hotels.com, Wivé and Interval Internatione

. Electronic Retailing, which includes HSN U.S. an8NHInternational;

. Ticketing, which includes Ticketmaster;

. Personals, which includes Match.com and uC

. IAC Local Services, which includes Citysearch, Exand Entertainment Publications, Ir
. Financial Services and Real Estate, which inclugewlingTree; and

. Teleservices, which includes Precision Responsedtation.

IAC's operating businesses largely achtsinediaries between suppliers and consumers.ggfegate supply from a variety of sources
and we capture consumer demand across a varietyaohels. We strive to give our customers an auiiing shopping experience by offerin
broad and unique selection of products and seratesmpetitive prices, through convenient andrimi@tive websites built with state of the art
technology, and by maintaining our commitment talijy customer service. We strive to deliver vala®ur supply partners by providing a
cost-efficient means to reach a large number ofgorers through multiple distribution channels, asgoew customers, target a variety of
diverse market segments and help maximize inventietds.

IAC Travel

IAC Travel, or IACT, includes the followingusinesses: Expedia, Hotels.com, Hotwire andaténternational®. IAC formed IACT in
September 2003 upon finalizing its ownership obélhe outstanding equity of these businesses, thé exception of Hotwire, which w



acquired in November 2003. Below is a brief explamaof each IACT business.

Expediais a leading online travel agency in the United&}tahat offers travel services provided by numemidines and lodging
properties, most major car rental companies andetines and many multipldestination service providers, such as restauratitactions an
tour providers. Expedia offers travel servicesdiyeto consumers through its U.S.-based websitey.expedia.com, as well as through
localized versions of its website (either alon¢hoough joint ventures) in various jurisdictiong@dd. Expedia offers corporate travel services
directly to businesses through Expedia Corporasdirand premier travel packages through Classgtddu Vacations. Expedia also provides
travel services through telephone call centersyedsas private-label travel websites that it ovansl operates through its WorldWide Travel
Exchange business.

Hotels.comis a leading specialized provider of discount lodgieservation services worldwide, providing thesevices through its own
websites, includingsww.hotels.com, toll-free call centers and
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third-party marketing and distribution agreementgravelers in hundreds of cities in North AmeriEayope, Asia, the Caribbean, South
America, Africa and Australia.

Hotwire is a leading provider of "opaque" travel servicgling airline tickets, hotel accommodations, reantals, vacation packages and
cruises to consumers through its websitew.hotwire.com. "Opaque” travel services allow consumers to setagel services based on spec
fare and rate information, without being provideithvihe identity of the ultimate travel providertiiafter they have completed their purchase.
This "opaque" approach makes it possible for Hawar sell travel services at significant discounts.

Interval International® is a leading membership-services company provitingshare exchange and other value-added prograitss t
timeshare-owning members and resort developerdwité.

Electronic Retailing

HSN U.S. HSN U.S. consists primarily of the HSN and Aioa's Store television networks and HSN.com. HSH. Qells a variety of
consumer goods and services through the HSN andigageStore television networks, both of whichdafcast live, customer-interactive
electronic retail sales programming 24 hours a dayen days a week. HSN.com serves as an altegrstivefront that allows consumers to
shop online for merchandise featured on the HSNAandrica's Store television networks. HSN.com @lfers additional inventory that is not
available through the HSN and America's Store tsien networks.

HSN International. HSN International consists primarily of HSE-@any and EUVIA. HSE-Germany operates a German-aggu
home shopping business that is broadcast 24 halag,aseven days a week, to millions of househiol@ermany, Austria and Switzerland.
EUVIA operates two businesses, "9Live," a gameguid show oriented television channel, and "Sontetika travel-oriented shopping
television channel. HSN International also holdsanity interests in home shopping businesses Ip, I@hina and Japan.

Ticketing

Ticketmaster and ticketmaster.com provifféne and online ticketing services via the Intetntelephone and retail outlets and serve r
of the foremost venues, entertainment facilitiesppoters and professional sports franchises itthieed States and abroad, including in
Canada, Denmark, Greece, Ireland, the Netherldmsyay and the United Kingdom. Ticketmaster hae alstered into joint ventures with
third parties to provide ticket distribution semicin Australia, Mexico and various countries tigloaut South America.

Personals

Personals consists primarily of Match.caBate.com and related brands. These services airchétworks serviced approximately
939,000 subscribers as of December 31, 2003 and siffgle adults a convenient and private envirartrfae meeting other singles through
their respective websites, as well as through Matoh's affiliated networks which include the AOLdaMSN internet portals.
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IAC Local Services

IAC Local Services consists of CityseamhEP| and Evite. Citysearch is a network of onlimeal city guide sites that offer up-to-date
local content for major cities in the United Staaesl abroad. Citysearch also features a leadiregtdiry of local businesses in the United States
that provides millions of listings, including locabents, organizations and businesses. EPI isdlmtpanarketer of coupon books, including



well-known Entertainment® Book, which provides disat offers on dining, hotels, shopping and leisacgvities, as well as other discounts
and merchant promotions. EPI serves many major etsednd does business with tens of thousands aif teerchants, as well as national
retailers. Evite provides a free online invitatgervice, as well as reminder services, pollingstedaic payment collection, photo sharing and
maps.

Financial Services and Real Estate

Financial Services and Real Estate consfdtendingTree. LendingTree is a leading onlinef@nge that connects consumers and service
providers in the lending and real estate industias offers services and products specificallygtesi to empower these parties throughout
related processes. The LendingTree exchange cewngistore than 200 banks, lenders and loan brawetsnore than 650 real estate
brokerages representing approximately 10,000 stateeagents.

Teleservices

PRC provides domestic and internationas@uitced consumer care services, managing custefagonships for a wide range of
companies in diversified industries, including hmiet-focused companies, for over 20 years. PRG#g integration of teleservices, e-
commerce customer care services, information tdoggand fulfillment services as part of a one-stopution. PRC also provides outbound
business-to-consumer and business-to-businessagithirough its subsidiaries.

Recent Developments

On January 17, 2003, the Company compigeatquisition of all of the outstanding shareg wketmaster that it did not already own.
See Note 3 for further discussion.

On March 25, 2003, the Company completeddquisition of Entertainment Publications, Inigioator of the popular Entertainment
book. See Note 4 for further discussion.

On June 23, 2003, the Company completeatisiisition of all of the outstanding shares oféfsacom that it did not already own. See
Note 3 for further discussio

On August 8, 2003, the Company completedduisition of all of the outstanding shares xjiétlia that it did not already own. See
Note 3 for further discussio

On August 8, 2003, the Company completeddquisition of all of the outstanding capitalcétof LendingTree in a stock-for-stock
transaction. See Note 4 for further discussion.

On November 5, 2003, the Company complisealcquisition of Hotwire, Inc., a leading discotravel website. See Note 4 for further
discussion.

83

Discontinued Operations

During the second quarter of 2003, USA &tdc Commerce Solutions ("ECS"), Styleclick, land Avaltus, Inc., a subsidiary of PRC,
ceased operations. Accordingly, the results of a@rs and statement of position of these busisemsepresented as discontinued operations
for all periods presented. In addition, through Mayp002, the Company's results also included t8& Bntertainment Group, consisting of
USA Cable, including USA Network and Sci Fi Chanaeti Emerging Networks TRIO, Newsworld Internaticanad Crime; Studios USA,
which produces and distributes television prograngnand USA Films, which produces and distributiesst The USA Entertainment Group
was contributed to a joint venture with Vivendi Meisal, S.A. ("Vivendi") on May 7, 2002 (the "VUEahsaction"). Accordingly, the results
of operations and statement of position of USA Eatement are presented as a discontinued operttiongh May 7, 2002. In August 2001,
the Company completed its previously announcedafaddl of the capital stock of certain USA Broadtiag ("USAB") subsidiaries that own
full-power television stations and minority inteteg four additional full-power stations to Unikde Communications Inc. ("Univision™).
Accordingly, the results of operations and stateneéposition of USAB are presented as a discorithoperation through August 2001. See
Note 21 for additional information regarding Distioned Operations

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE S
Consolidation

The consolidated financial statements idelthe accounts of the Company and all wholly-owened voting-controlled subsidiaries. The
Company consolidates EUVIA based upon a poolingegent allowing for the Company to elect a majasftyhe Board of Directors and



control the operations of EUVIA. Significant interapany transactions and accounts have been eliinat

Investments in which the Company owns a 2036 not in excess of 50%, interest and wherartexercise significant influence over the
operations of the investee, are accounted for usiag@quity method. In addition, partnership indéseincluding IAC's ownership in Vivendi
Universal Entertainment LLLP ("VUE"), are recordesing the equity method. All other investmentsageounted for using the cost method.
The Company periodically evaluates the recovetstnli investments recorded under the cost methddr@cognizes losses if a decline in value
is determined to be other-than-temporary.

In January 2003, the FASB issued Interpicaiad6 ("FIN 46"), Consolidation of Variable Intst Entities. FIN 46 significantly changes
the accounting for and disclosure of variable iegéentities. Under FIN 46, a business enterphigettas a controlling financial interest in a
variable interest entity would include the variainieerest entity's assets, liabilities and resoltsperations in their consolidated financial
statements. This Interpretation is different froimatvhad been the general practice of consolidatinhg those entities in which an enterprise
a controlling voting interest. The Company adoptexlprovisions of FIN 46 as of July 1, 2003. Thethn of FIN 46 did not have a material
effect on the Company's consolidated financial tpmsior results of operations.
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Revenue Recognition
Merchant Hotel

Expedia, Hotels.com and Hotwire all gereeratrchant hotel revenues. Merchant hotel reveatlegpedia and Hotels.com are billed to
customers at the time of booking and included ifierded revenue/deferred merchant bookings untictietomers' stay occurs, at which point
revenues are recognized. Hotwire recognizes netreywhen the customer completes a purchase ttemmsan its website since all
transactions are nonrefundable and noncancelalllélatwire has no significant post-delivery obligaus. A reserve for chargebacks and
cancellations is recorded at the time of the tretisa based on historical experience.

For the periods presented, Hotels.com pteseerchant hotel revenue at the gross amoungetido its customers while Expedia presents
merchant hotel revenue net of the amount paidadititel property for the room. The determinatiogmafss versus net presentation is based
principally on both company's consideration of Sfafcounting Bulletin No. 101 "Revenue RecognitiarFinancial Statements" and Emerg
Issues Task Force Issue No. 99-19, "Reporting Rev@&ross as a Principal versus Net as an Agemrityjding the weighing of the relevant
qualitative factors regarding the companies' statuthe primary obligor, and the extent of theicipg latitude and inventory risk. The method
of merchant revenue presentation by the compaiies dot impact operating profit, net income, eaysiper share or cash flows, but rather
revenues and cost of sales.

The principal factor in determining grogssus net presentation by each company was théeoation of their relationship with the
customer as the primary obligor. Each of the corggprovide extensive customer service and suppotheir customers. Hotels.com acts as
the principal in the transaction and is the pangt the customer has transacted with. Expedia,iwluaes founded as an online travel agency
facilitator, matching customer demand with supgdlyravel properties, with the suppliers ultimatedgponsible for providing the service.

Hotels.com and Expedia have certain lagittzcdestablish and change prices charged to custome

Each company contracts in advance withls@ted other lodging properties at wholesale pricée number of rooms and the wholesale
prices of the rooms are specifically identified Fotels.com over the terms of their contracts, Wigenerally range from 1 to 3 years, while
number of rooms and the prices of the rooms to Eigpmay fluctuate over the terms of their contradissold hotel rooms may be returned by
each company with no obligation to the hotel prapemwithin a period specified in each contractcliEeompany bears the risk of loss for all
rooms cancelled by a customer subsequent to tioéf petriod. However, each company has mitigatedsts of loss, principally by charging its
customers a cancellation fee, and to date, losses lbeen insignificant.

Hotels.com believes that it is principdible to its merchant hotel customers in all dituas where the customer does not receive hotel
services promised by Hotels.com, namely in the etlext merchant hotel inventory sold by Hotels.dsmanavailable, or that the room, or the
hotel itself, does not have the amenities or isafidhe general caliber described in Hotels.comdsrtional materials. Expedia believes thal
supplier hotel is principally liable in these sttioas. Each company provides customer service stppbelp resolve issues, even though in the
case of Expedia, such customer support could tifpitevolve issues for which Expedia is not prinally liable.
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As a result of a change in business prastimplemented near the beginning of 2004 duegdnttegration of Expedia and Hotels.com
merchant hotel businesses, IAC Travel will begiporéing revenue for Hotels.com on a net basis. ditenge in business practices conforms
Hotels.com with other IAC Travel businesses in rdgdo its merchant hotel business and thus regjaighange in its revenue presentation



prospective basis. There will be no impact to ofiegancome from the change in reporting.

Due to the difference in revenue recognitidotels.com and Expedia classify credit card mant fees, call center and data center costs
differently. Based on Hotels.com gross revenuegmadion, its costs of goods sold include the obite room. Credit card merchant fees, call
center and data center costs support, but are ecanhpaonent of, the cost of sales, and thus aréettess operating expenses below gross profit.
Based on Expedia's net revenue presentation, @aditmerchant fees, call center and data censgts,cgales commissions and fees paid to
fulfilment vendors for issuing airline tickets anelated customer services are treated as costed.s

Merchant Air

Expedia generates revenue from merchamtaaisactions, whereby it is the merchant of reeord determines the ticket price. The cost of
the airline ticket is paid by Expedia to the aielinvia the Airlines Reporting Corporation withinvaek after the customer purchases the ticket
from Expedia. Cash paid by the customer at the tifrtbe reservation is recorded as deferred metdi@wkings until the flight occurs and the
costs to purchase the airline ticket is includegdrigpaid merchant bookings. When the flight occlspedia records the difference between the
deferred merchant bookings and the prepaid merdiwokings as revenue on a net basis.

Hotwire generates revenue from merchartramsactions as well. Net revenues are recogmidesh the customer completes a purchase
transaction on its website since all transactiorsnanrefundable and noncancelable and Hotwirenbasgnificant post-delivery obligations.
A reserve for chargebacks and cancellations isrdecbat the time of the transaction based on histioexperience.

Agency Hotel, Air, Car and Cruise

Agency revenues are derived from airlickdt transactions, certain hotel transactions disaseruise and car rental reservations. Airline
ticket transactions of Expedia comprise a substhptrtion of these revenues, and represent batidssions and fees related to the sale of
airline tickets. Airline ticket commissions are eehined by individual airlines and are billed amdlected through the Airline Reporting
Corporation, an industry-administered clearingho&ses from the sale of airline tickets also inel(ijl performance based revenues from
Expedia's global distribution partner, (ii) Exprése revenues where Expedia charges customersofmegsing and delivering a paper ticket
express mail if the customer chooses not to hawedetronic ticket or an electronic ticket is notaidable, (iii) since December 2002 service
fees on certain tickets and (iv) corporate tranieadervice fees for providing travel booking sees to its corporate customers. In addition,
certain contracts with suppliers contain overridenmissions typically related to achieving performatargets.

Agency revenues are recognized on air &@itns when the reservation is made and securedcbgdit card. A cancellation allowance is
recognized on these revenues based on historipatiexce. Expedia and Hotels.com recognize agen@nues on hotel and car rental
reservations, and Expedia
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cruise reservations, either on an accrual basipdgments from a commission clearinghouse or ogipeof commissions from an individual
supplier. Override commissions are recognizedeaetid of each period based upon the Company'sragat of a certain target level. Agency
revenues are presented on a net basis.

Exchange and Membership Revenues, Deferred Membigr&tevenue and Deferred Membership Costs

Revenue, net of sales incentives, fromritslemembership agreements is deferred and recedmzer the terms of the applicable
agreements, ranging from one to five years, omadgsit-line basis. Membership agreements are cablesind refundable on a pro-rata basis.
Direct costs of acquiring membership agreementsdénedt costs of sales related to deferred memigerskienues are also deferred and
amortized on a straight-line basis over the appleaembership terms.

Revenues from exchange fees are recogmibed Interval provides confirmation of the vacatawnership exchange, at which time the
fee is nonrefundable.

Electronic Retailing

Revenues from electronic retailing primadbnsist of merchandise sales and are reducecleytive discounts and sales returns to arrive
at net sales. Revenues for domestic sales aredestapon credit card transaction authorizationctvioiccurs only if the goods are in stock.
Revenues for international sales are recorded aspipment. HSN's sales policy allows merchandideeteeturned at the customer's discretion
within 30 days of the date of delivery. Allowandesreturned merchandise and other adjustmentprargéded based upon past experience.
cost of merchandise to be returned is estimateapipyying each month's historical gross margin peegge to a multirear analysis of estimat
sales return rates. Shipping and handling retucruads are estimated using historical percentafieBipping and handling revenue to sales.
The Company believes that actual returns on HSMymiosales have not materially varied from estimateany of the financial statement
periods presented. HSN's estimated return ratesawsed to 17.7% in 2003 from 18.6% in 2002 and fi8m8% in 2001. Revenue from
international electronic retailing also includes/tay which generates c-in revenue and commissions from travel sales-in revenue



primarily consists of revenue from telephone cgéiserated via a game and quiz show format witliglenue from the calls being recognized
when the call is received. Travel revenue primardnsists of commissions earned from tour operatanere EUVIA acts as an agent for third
party tour operators. The commissions are recoati¢iae time travel commences which is when colbecis assured.

Ticketing

Revenue from Ticketmaster primarily corsisft revenue from ticketing operations which isogrtzed as tickets are sold, as the Company
acts as agent in these transactions.

Personals

Subscription fee revenue is generated ftastomers who subscribe to online matchmaking sesvbon Match.com and other personals
web sites. Subscription fee revenue is recognixed the period the services are provided.
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Entertainment Publications

Product revenue primarily represents the sbcoupon books, gift-wrap and other productsdioools, community groups and other
organizations. Under the terms of typical salearagements, coupon books are provided on consignamehtevenue earned on such
arrangements is recognized upon receipt of procieedsthe consignee which is when collection isuasd. Gift-wrap and other product
revenues are recognized when the products arecdetiv

LendingTree

LendingTree's exchange revenue principalyesents transmission fees and closed-loan t@d$p lenders that received a transmitted
loan request or closed a loan for a consumer ttiginated through the websiteyww.lendingtree.com. Transmission fees are recognized at the
time qualification forms are transmitted, while s#al-loan fees are recognized at the time the laegerts the closed loan to LendingTree,
which may be several months after the qualificafaom is transmitted. Additionally, LendingTree rarevenue through a network of real
estate brokers who compensate them for real essaigactions that generally originate from a coresuom their website. Revenue earned
through the network of real estate brokers is raagl upon notification by the broker that a resthee transaction has closed.

Shipping and Handling Fees and Costs

Shipping and handling fees billed to custosrare recorded as revenue. The costs associikeshipping goods to customers are reco
as cost of sales.

Other
Revenues from all other sources are reeegne¢ither upon delivery or when the service ivigied.
Cash and Cash Equivalents

Cash and cash equivalents include caslslaod-term investments. Short-term investmentsisbpsimarily of U.S. Treasury Securities,
U.S. Government agencies and certificates of depati original maturities of less than 91 days.

Restricted Cash

Restricted cash is primarily used to cellalize outstanding letters of credit and outstagdiurrency swap agreements. The letters of
credit are extended to certain hotel propertiesetiure payment for the potential purchase of otehs. There have been no claims made
against any letters of credit. The currency swapeagents are entered into in order to protect agaénluctions in value and the volatility of
future cash flows caused by changes in currenchiange rates.

Marketable Securities

The Company accounts for marketable seéesiiih accordance with Statement of Financial Aatimg Standard No. 115, Accounting for
Certain Investments in Debt and Equity Securiti&&AS 115"). The Company invests in certain matietaecurities, which consist primarily
of short-to intermediate-term fixed income secastissued by U.S. government agencies and muritegalThe
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Company only invests in marketable securities wittive secondary or resale markets to ensure fiortiguidity and the ability to readily
convert investments into cash to fund current apmrs, or satisfy other cash requirements as neddelCompany also invests in certain
auction rate preferred equity and debt securitiashave been classified as marketable securitifeeiaccompanying balance sheets. All
marketable securities are classified as availadileséle and are reported at fair value with unzealigains and losses, net of tax, included in
accumulated other comprehensive income as a sepamaiponent of shareholders' equity. The sped®etification method is used to
determine the cost of all securities and the Hagiwhich amounts are reclassified from accumulateér comprehensive income into earnir

The fair value of the investments is basedhe quoted market price of the securities ab#dlance sheet dates. Investments are considere
to be impaired when a decline in fair value is jedgo be other-than-temporary. The Company em@agstematic methodology that
considers available evidence in evaluating poteimtipairment of its investments. In the event tie cost of an investment exceeds its fair
value, the Company evaluates, among other fadtoesjuration and extent to which the fair valukegs than cost; the financial condition and
near-term prospects of the issuer, including ingustd sector performance, changes in technology operational and financing cash flow
factors; and the Company's intent and ability tlhbe investment. Once a decline in fair valudagermined to be other-than-temporary, an
impairment charge is recorded and a new cost baglie investment is established. There were naimpent charges recorded during 2003,
2002 and 2001. See Note 19 for further discussion.

Accounts Receivable

Accounts receivable are generally due wiB0 days and are stated at amounts due from cassamet of an allowance for doubtful
accounts. Accounts outstanding longer than theraotuial payment terms are considered past dueCohgany determines its allowance by
considering a number of factors, including the taraf time trade accounts receivable are pasttthieeCompany's previous loss history, the
specific customer's current ability to pay theiligdtion to the Company and the condition of thaaral economy and the industry as a whole.
The Company writes off accounts receivable wheg teeome uncollectible, and payments subsequesthived on such receivables are
credited to the allowance for doubtful accounts.

HSN provides extended payment terms tougdomers, known at Flexpay. Flexpay is offeredentain products sold by HSN, based
principally upon unit sales prices and gross margevenue is recognized at the time of the salhath time HSN collects the first payment,
sales tax and all shipping and handling fees. Syes@ collections are due from customers in 30idegements payable automatically by
credit card. HSN offers Flexpay programs rangirgrfr2 to 6 payments depending on the sales pritieedfem purchased. Flexpay receivables
consist of outstanding balances owing by custonhess,a reserve for uncollectible balances.

Merchandise Inventories, Net

Merchandise inventories, which primarilynsist of finished goods, are valued at the lowerasit or market, cost being determined using
the first-in, first-out method. Cost includes frieigcertain warehouse costs and other allocableheagl. Market is determined on the basis of
net realizable value, giving consideration to obsoénce and other factors. Merchandise inventareepresented
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net of an inventory carrying adjustment of $34.@iom and $33.4 million at December 31, 2003 an@20espectively.
Property, Plant and Equipment

Property, plant and equipment, includirgngficant improvements, are recorded at cost. Reaid maintenance and any gains or losses
on dispositions are included in operations.

Depreciation and amortization is provideddn a straight-line basis to allocate the costeyreciable assets to operations over their
estimated service lives.

Asset Category Depreciation/Amortization Period

Computer and broadcast equipm 1to 6 Yeat
Buildings 251040 Yeal
Leasehold improvemen 21040 Yeal
Furniture and other equipme 31010 Yeat

Long-Lived Assets

The Company's accounting policy regardirgassessment of the recoverability of the carryaige of long-lived assets, including
property, plant and equipment, is to review theyéag value of the assets if the facts and circamags suggest that they may be impaire



this review indicates that the carrying value wilt be recoverable, as determined based on thegbedj undiscounted future cash flows, the
carrying value is reduced to its estimated faiuealAdditionally, the Company assesses goodwilliaddfinite-lived intangible assets for
impairment annually, or more frequently if circuarstes indicate impairment may have occurred.
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Cable Distribution Fees

Cable distribution fees relate to upfroeed paid in connection with multi-year cable castsdor carriage of HSN's domestic and
international programming. These fees are amortiaexkpense on a straight-line basis over the tefitise respective contracts.

Advertising

Advertising costs are expensed in the pdriourred and principally represent offline cdstduding television and radio advertising and
online advertising costs, including fees paid tarek engines and distribution partners. Advertigirgense for the years ended December 31,
2003, 2002 and 2001 was $431.2 million, $249.9iomland $86.3 million, respectively.

Income Taxes

The Company accounts for income taxes utideliability method, and deferred tax assetsledlities are recognized for the future tax
consequences attributable to differences betweefirtancial statement carrying amounts of existingets and liabilities and their respective
tax bases. Deferred tax assets and liabilitiesrez@sured using enacted tax rates in effect foyele in which those temporary differences are
expected to be recovered or settled.

Earnings (Loss) Per Share

Basic earnings per share ("Basic EPS"pisputed by dividing net income available to commsbareholders by the weighted average
number of common shares outstanding during thegebiluted earnings per share ("Diluted EPS")aetf$ the potential dilution that could
occur if stock options and other commitments taéssommon stock were exercised or equity awardsregsslting in the issuance of common
stock that could share in the earnings of the Campa

Foreign Currency Translation and Transaction Gainsand Losses

The financial position and operating resoft all foreign operations are consolidated usirgglocal currency as the functional currency.
Local currency assets and liabilities are trandlatethe rates of exchange as of the balance dae=tand local currency revenues and expe
are translated at average rates of exchange diméngeriod. Resulting translation gains or lossesreluded as a component of accumulated
other comprehensive income (loss), a separate coempof shareholders' equity. Transaction gainsl@sges arising from transactions
denominated in a currency other than the functicoalency of the entity involved are included ie ttonsolidated statements of operations.

Stock-Based Compensation

In December 2002, the FASB issued SFASIM8, "Accounting for Stock-Based Compensation Titeomsand Disclosure” ("SFAS
No. 148") which amends FASB Statement No. 123. $tatement provides alternative methods of trasiior a voluntary change to the f
value-based method of accounting for stbelsed employee compensation and amends the disclesiuirements of FASB Statement No. :
The Company adopted the expense recognition poovisi SFAS 123 and is providing expense for stasell compensation for grants made
on and after January 1, 2003 on a prospective bagisovided by SFAS 148, and will continue to jlevpro forma information in the
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notes to financial statements to provide the resastif all equity awards issued in prior yearsenszing expensed. The Company will continue
to account for stock based compensation granted fariJanuary 1, 2003 in accordance with APB OpiriNm. 25 "Accounting for Stock Issued
to Employees." The Company intends to primarilpésgestricted stock units that will vest in futperiods instead of stock options, although
the Company and its public subsidiaries issued sermgloyee stock options in 2003 as they complédtedransition to restricted stock units.
For restricted stock units issued, the value ofitBEument is measured at the grant date at &iirevand amortized ratably as non-cash
compensation over the vesting term. For stock optissued in 2003, including unvested options assumacquisitions, the Company is us

a faii-value method to record the r-cash compensation provided on a streline basis



The following table illustrates the effect net income available to common shareholdermahéarnings per share if the fair value based
method had been applied to all outstanding andstadeawards in each period:

Years Ended December 31,

2003 2002 2001

Net income available to common shareholders, asrieqt $ 154,34. $ 1,941,34. $  383,60¢
Add: Stocl-based employee compensation expense incl

in reported net income, net of related

tax effects 75,24: 8,157 3,167
Deduct: Total stoc-based employee compensation expe¢

determined under fair value based method for adlrde; net

of related tax effect (151,390 (158,069 (83,499

Pro forma net incom $ 78,19: $ 1,791,43. $ 303,27°

Net earnings per share available to common shatetm

Basic as reporte $ 0.2¢ $ 45t $ 1.0¢
Basic pro forms $ 0.1 $ 42C $ 0.81
Diluted as reporte $ 02: $ 454 $ 1.0¢
Diluted pro forme $ 0.11 $ 4.1¢ $ 0.81

Pro forma information is determined ah#& Company had accounted for its employee stodkrpgranted subsequent to December 31,
1994 under the fair market value method. The faiue for these options was estimated at the dageanit using a Blaclscholes option pricin
model with the following weighted-average assumpitor 2003, 2002 and 2001: risk-free interestsrafe2.78% in 2003 and 2002, and 5.0%
in 2001; a dividend yield of zero; a volatility tac of 50%, 50%, and 51%, respectively, based erettpected market price of IAC Common
Stock based on historical trends; and a weightedlaae expected life of the options of five years.

The Black-Scholes option valuation modeswaveloped for use in estimating the fair markdti® of traded options that have no vesting
restrictions and are fully transferable. In additioption valuation models require the input oftfiygsubjective assumptions including the
expected stock price volatility. Because the Comfsa@mployee stock options have characteristigsfgigntly different from those of traded
options and because changes in the subjective agsutmptions can materially affect the fair maxledtie estimate, in management's opinion,
the existing models do not necessarily providdiable single measure of the fair value of its enyple stock options.
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For purposes of pro forma disclosures gftenated fair value of the options is amortizeehtpense over the options' vesting period on a
straight-line basis. These pro forma amounts mayeaepresentative of future disclosures sincesttienated fair value of stock options is
amortized to expense over the vesting period addiadal options may be granted in future yeare Rete 13 for further discussion of stock
option plans.

Minority Interest

Minority interest in 2003 primarily reprege the public's ownership of the Company's formelic subsidiaries, Ticketmaster,
Hotels.com and Expedia until the date of the rep@buy-ins, HSE-Germany, and EUVIA, including eeshable preferred equity interests
issued by EUVIA that are originally due in 20061 EWVIA has the right to extend maturity to 2016ed on meeting certain financial
covenants. The EUVIA preferred equity interestrig/alue to the holder under German law to the ebgafficient funds in excess of fixed
capital at EUVIA are available. Minority interest2002 primarily represents Universal Studios, $n¢Universal") and Liberty Media
Corporation's ("Liberty") ownership interest in USALLC through May 7, 2002, Liberty's ownershipentst in Home Shopping Network, I
through June 27, 2002, the public's minority inséseén Ticketmaster, Hotels.com and Expedia, HSE¥@ay, and EUVIA since its
consolidation in July 2002. Minority interest in@®Dprimarily represents Universal's and Libertytgership interest in USANi LLC, Liberty's
ownership interest in Home Shopping Network, Itfte, public's ownership in Ticketmaster and Hotelsicand ownership interest in HSE-
Germany.

Accounting Estimates

Management of the Company is required tkentrtain estimates and assumptions during thgapagon of consolidated financial
statements in accordance with generally accepteoluating principles. These estimates and assungiiopact the reported amount of assets
and liabilities and disclosures of contingent ass@t liabilities as of the date of the consoliddieancial statements. They also impact the
reported amount of net earnings during any pedatiual results could differ from those estimal



Significant estimates underlying the accanmying consolidated financial statements includ@gitiventory carrying adjustment, sales re
and other revenue allowances, allowance for douatfcounts, recoverability of intangibles, inclugligoodwill and other long-lived assets,
carrying amount of long-term investments, includihg Company's investment in VUE and various otiparating allowances and accruals
including accruals for contingent occupancy tax.

Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity

In May 2003, the FASB issued SFAS No. I3@counting for Certain Financial Instruments witharacteristics of Both Liabilities and
Equity ("SFAS 150")." This pronouncement establsskandards for how an issuer classifies and mease@rtain financial instruments with
characteristics of both liabilities and equityrdtjuires that an issuer classify a financial imgteat that is within its scope as a liability (or an
asset in some circumstances). Many of those ingtntsnwere previously classified as equity. The Camypadopted SFAS 150 effective July
2003 and the adoption did not have an effect orCibrapany's financial statements.
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Certain Risks and Concentrations

The Company's business is subject to eerisks and concentrations including dependencaelationships with travel suppliers,
specifically airlines and to a certain extent hatelependence on third-party technology providetposure to risks associated with online
commerce security and credit card fraud. Expedmagkly dependent on its relationships with six ongirlines in the United States: United,
Delta, American, Continental, Northwest and US Aiys. The Company also depends on global distribugystem partners and third party
service providers for processing certain fulfillmeervices.

The Federal government passed "Do NotIGgjislation” as well as other related legislatithre majority of which became effective
October 1, 2003. It is too early to draw conclusiabout the impact of this legislation on futureufes of PRC.

Financial instruments, which potentiallypogct the Company to concentration of credit rigkgsist primarily of cash and cash equivalents
and marketable securities. Cash equivalents anketzdnle securities are of high-quality short t@imediate term agency securities, all of
which are maintained with quality financial instiins of high credit. Cash and cash equivalentsrei@tained with financial institutions and
are in excess of Federal Deposit Insurance Corfiport-DIC") insurance limits.

Derivative Instruments

In the normal course of business, the Camgenploys established policies and proceduresatoage its exposure to changes in interest
rates and foreign exchange rates using financséfiments deemed appropriate by management. Asfitstrisk management strategy, the
Company uses derivative instruments, includingrégerate swaps and forward contracts, to heddaicénterest rate and foreign exchange
exposures. The Company's objective is to offsetgyand losses resulting from these exposures vsdek and gains on the derivative contracts
used to hedge them, respectively, thereby redumitsagility of earnings and protecting fair valuesagsets and liabilities. Derivative positions
are used only to manage underlying exposures of IAC

IAC's objective in managing its exposurénterest rate risk on its long-term debt is to mi@in a certain range between floating rate and
fixed rate debt. This policy enables IAC to manag&xposure to the impact of interest rate chahgés on its earnings and cash flows and on
its financial position. As such, from time to tim&C may enter into interest rate swap transactigitis financial institutions to modify the
interest characteristics on a portion of its loagyt debt in order to better balance the Compampeire to fixed and floating interest rates.

IAC's objective in managing its foreign baage risk is to reduce its potential exposurééochanges that exchange rates might have on
its earnings, cash flows and financial positionClé&primary exposure to foreign currency risk edab investments in foreign subsidiaries that
transact business in a functional currency othen the U.S. dollar, primarily the Euro, British PouSterling and Canadian Dollar. As such,
from time to time, IAC may enter into forward caadts or swap transactions with financial institngido protect against reductions in value
the volatility of future cash flows caused by chas@n currency exchange rates in order to redudendt always entirely eliminate, the impact
of currency exchange rate movements of these tagabncies. IAC Travel purchases 30 day foreigmenay forwards periodically in order to
mitigate the effects of the changes in exchangesria¢tween the time in which payables to hotel @enih foreign countries are
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recorded and when they are settled. The chandag value of these foreign currency forwards a@uded as a component of cost of sales in
the accompanying statement of operations.

The Company recognizes all derivative imsients at fair value. Changes in the fair value,(gains or losses) of the derivatives are
recorded each period in the statement of operationsher comprehensive income (loss). For a devealesignated as a cash flow hedge,



gain or loss on the derivative is initially repattes a component of other comprehensive incoms)(bsl subsequently reclassified into the
statement of operations when the hedged transaatiects earnings. For derivatives recognized fasraalue hedge, the gain or loss on the
derivative in the period of change and the offegttbss or gain of the hedged item attributed &ttedged risk are recognized in the statement
of operations.

Reclassifications
Certain reclassifications have been mageito year balances in order to conform to theentryear presentation.

The statements of operations, balance staeet statements of cash flows of USA Entertainmé8A Broadcasting, Styleclick, ECS and
Avaltus have been classified as discontinued ojperafor all periods presented. See Note 21 fah&rrdiscussion of discontinued operations.

NOTE 3 BUSINESS ACQUISITIONS
Ticketmaster Merger

On January 17, 2003, IAC completed its &itjan of all of the outstanding shares of Tickaster that it did not already own. Prior to the
acquisition, IAC owned approximately 66% of thestahding equity of Ticketmaster, including its ddizgies Citysearch and Match.com. |,
issued approximately 45.5 million shares of IAC coom stock to Ticketmaster security holders basedrexchange ratio of 0.935 of a share
of IAC common stock for each share of Ticketmastenmon stock. IAC also assumed options to acquipecximately 8.9 million shares of
IAC common stock and warrants to acquire approx@yat.2 million shares of IAC common stock, in e@else based on an exchange ratio of
0.935. The price used to value the securities BB, which is the average of the closing pridd®\& common stock on the two trading days
prior to, the day of, and the two trading daysdwaiing the announcement of the Ticketmaster meigee.amount recorded as unearned
compensation is the estimated impact of unvestak stptions and warrants as of the merger datbgeatfair value, and will be recognized as
non-cash compensation over the vesting period plinehase consideration and resulting allocatioraar®llows (in thousands):

Value of securities issue $ 900,38:
Less: fair value of unvested options and warramgscjuire IAC common stock recorded as

unearned compensatir (32,589
Net purchase pric 867,79¢
Less: minority interest acquire (441,300
Add: deferred income taxes associated with thengitde asset ste-up 81,30(

Excess of the merger consideration over minoritgrigst acquired, deferred taxes and defel
compensatiol $ 507,79¢
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IAC obtained an independent valuation efitfentifiable intangible assets acquired. Thisigabn identified $616.1 million of intangible
assets other than goodwill. IAC recorded 34% of #mount, or $209.5 million, representing the im@atal ownership acquired in the
transaction. The unallocated excess of merger deregion over minority interest acquired, defertades and deferred compensation of
$298.3 million was allocated to goodwill. The tratlame was identified as an indefinite lived intdhgiand $90.3 million was allocated to this
asset. Intangibles with definite lives included wempromoter contracts ($75.1 million), distributiagreements ($25.9 million), technology
($11.4 million) and subscribers ($6.8 million) amidl be amortized over a weighted average periol.@fyears. None of the amounts allocated
to goodwill or intangible assets are tax deductiblee Company recorded no adjustments to the iéalararrying value of assets and liabiliti
other than to goodwill and intangible assets, essalt of the step-up in fair value.

Hotels.com Merger

On June 23, 2003, IAC completed its actjoisiof all of the outstanding shares of Hotels.dbat it did not already own. Prior to the
acqusition, IAC owned approximately 67% of the tarigling equity of Hotels.com. IAC issued 44.3 roiflishares of IAC common stock to
Hotels.com security holders based on an exchanigeafa2.4 shares of IAC common stock for each sladrHotels.com common stock. IAC
also assumed options to acquire 6.4 million shafé&C common stock, warrants to acquire 1.2 millghares of IAC common stock and
0.3 million restricted share units in the mergereach case based on an exchange ratio of 2.4ridgeused to value the securities is $26.174,
which is the average of the closing prices of IA&nenon stock on the two trading days prior to, tag df, and the two trading days following
the announcement of the Hotels.com merger. The atmeaorded as unearned compensation is the estinrapact of unvested stock options
and warrants as of the merger date, at their &dire; and will be recognized as non-cash compemsatier the vesting period. The purchase
consideration and resulting allocation are as ¥adldin thousands):



Value of securities issue $ 1,276,40:
Less: fair value of unvested options and warrariciguire IAC common stock recorded as

unearned compensati (97,100
Net purchase pric 1,179,30:
Less: minority interest acquire (357,000
Add: deferred income taxes associated with thengitde asset ste-up 82,60(

Excess of the merger consideration over minoritgriest acquired, deferred taxes and defe
compensatiol $ 904,90t

IAC obtained an independent valuation efitfentifiable intangible assets acquired. Thisigabn identified $672.8 million of intangible
assets other than goodwill. IAC recorded approxatyad3% of this amount, or $219.6 million, repreti@mthe incremental ownership acqui
in the transaction. The unallocated excess of mexesideration over minority interest acquirededed taxes and deferred compensation of
$685.3 million was allocated to goodwill. The tratime was identified as an indefinite lived intéhgiand $115.7 million was allocated to
asset. Intangibles with definite lives included glyprelationships ($63.4 million), affiliate agreents ($36.6 million), technology ($3.6 millic
and customer lists ($0.3 million) and will be anwet over a weighted average period of 6.5 yeanseNbf the amounts allocated to goodwill
or intangible assets are tax
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deductible. The Company recorded no adjustmerntsethistorical carrying value of assets and lisib#i, other than to goodwill and intangible
assets, as a result of the step-up in fair value.

Expedia Merger

On August 8, 2003, IAC completed its aciiais of all of the outstanding shares of Expedattit did not already own. Prior to the
acquisition IAC owned approximately 59% of the ¢ansling equity of Expedia. IAC issued approximatedp.8 million shares of common
stock to Expedia security holders based on an exgeheatio of 1.93875 shares of IAC common stockefrh share of Expedia common stock.
IAC also assumed options to acquire 36.9 millioarsh of IAC common stock, issued warrants to aeqgdr5 million shares of IAC common
stock and assumed 1.2 million restricted sharesufitie price used to value the securities is $26vfich is the average of the closing price
IAC common stock on the two trading days priortke day of, and the two trading days following #mmouncement of the Expedia merger.
The amount recorded as unearned compensation éstineated impact of unvested stock options andamgs as of the merger date, at their
fair value, and will be recognized as non-cash cemsption over the vesting period. The purchaseidersion and resulting allocation are as
follows (in thousands):

Value of securities issue $ 3,883,61.
Less: fair value of unvested options and warramtciguire IAC common stock recorded as

unearned compensatir (314,21,
Net purchase pric 3,569,40!
Less: minority interest acquire (326,700
Add: deferred income taxes associated with thengilde asset ste-up 300,50(

Excess of the merger consideration over minoritgrigst acquired, deferred taxes and defe
compensatiol $ 3,543,201

IAC obtained an independent valuation efitfentifiable intangible assets acquired, in cogfion with the acquisition of a controlling
interest in Expedia in 2002. The Company updatedviluation, which identified $2.0 billion of imgible assets other than goodwill. IAC
recorded approximately 41% of this amount, or $Z98illion, representing the incremental ownerstdguared in the transaction. The
unallocated excess of merger consideration oveontyninterest acquired, deferred taxes and defecempensation of $2.7 billion was
allocated to goodwill. The trade name was iderdifis an indefinite lived intangible and $531.3 imillwas allocated to this asset. Intangibles
with definite lives included affiliate agreemen$d.14.1 million), supply relationships ($67.3 miiilp technology ($78.8 million) and ECT
customer relationships and customer lists ($7.5an)l and will be amortized over a weighted averpgdod of 5 years. None of the amounts
allocated to goodwill or intangible assets aredaductible. The Company recorded no adjustmerttsetdistorical carrying value of assets and
liabilities, other than to goodwill and intangitdesets, as a result of the step-up in fair value.

The Company acquired the remaining intergsTicketmaster, Expedia and Hotels.com becaljsth¢ acquisitions significantly
simplified its corporate structure (which at theei was very complex with significant minority ingsts), (2) the acquisition would remove :



conflict of interests between the Company's shddets and the minority public shareholders of Ttokaster, Expedia and Hotels.com, and
allow the companies to work together more closelgichieve operating efficiencies,
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(3) the Company would have total access to theiesegl cash flow, and (4) the Company believeddhaif the companies had great growth
prospects in their respective fields. While Expeattid Hotels.com operate in the very competitivéneniravel space, management believes
the significant growth prospects outweigh any catitipe pressures that the Company expects to fadgdgorward.

Pro Forma Results

The following unaudited pro forma condensedsolidated financial information for the yeansled December 31, 2003 and 2002, is
presented to show the results of the Company t® gfifect to IAC's acquisition of a controlling intést in Expedia completed on February 4,
2002, IAC's contribution of the USA EntertainmenbGp to VUE completed on May 7, 2002, including éxehange by Liberty of its USANI
LLC shares for 7.1 million IAC common shares, thelenge by Liberty of its shares of Home Shoppiegwark, Inc. for 31.6 million shares
of IAC common stock and 1.6 million shares of IA@§s B common stock completed on June 27, 2002nérger of Ticketmaster with a
wholly-owned subsidiary of IAC completed on Janu&ry 2003, the merger of Hotels.com with a wholNyred subsidiary of IAC completed
on June 23, 2003 and the merger of Expedia withallwowned subsidiary of IAC completed on Augus26803 as if the transactions had
occurred at the beginning of the periods presenitked.pro forma results include certain adjustméantduding increased amortization relatec
intangible assets and compensation expense, ambianecessarily indicative of what the results lddwave been had the transactions actually
occurred on the aforementioned dates.

Years Ended
December 31,

2003 2002

(In thousands,
except per share data)

Net revenus $ 6,328,11i $ 4,616,41
Income (loss) from continuing operations before alative effect of

accounting chang 108,75: (113,29()
Net income available to common shareholc 136,43 1,795,95
Basic earnings (loss) from continuing operatiorfeteecumulative effect ¢

accounting change available to common shareho 0.14 (0.20)
Diluted earnings (loss) from continuing operatitwe$ore cumulative effect ¢

accounting change available to common shareho 0.1z (0.20)
Basic earnings per share from net incc 0.2C 2.82
Diluted earnings per share from net incc 0.1¢ 2.82

NOTE 4 GOODWILL AND OTHER INTANGIBLE ASSETS

On January 1, 2002, the Company adoptedSI¥& 142, "Goodwill and Other Intangible Asseta.tonnection with the adoption of this
standard, the Company has not amortized any gobdmiitdefinite-lived intangible assets subsequentanuary 1, 2002. Prior to the adoption,
all intangible assets were amortized over theimeded periods to be benefited, generally on agttdine basis. Therefore, the results of
operations for 2001 reflect the amortization of ddl and indefinite-lived intangible assets (sexdw a pro forma disclosure depicting the
Company's results of operations during 2001 afptyéng the non-amortization provisions of SFAS 148 connection with the
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implementation of SFAS 142, the Company was reduiveassess goodwill and indefinite-lived intangibksets for impairment. As a result, in
2002 the Company recorded a write-off before tak mimority interest of $499 million related to tB#ysearch ($115 million) and PRC
businesses ($384 million) as a cumulative effe@amounting change. Adoption of the new standasdlied in a one-time, non-cash after-tax,
after minority interest charge of $461.4 milliohécharge is reflected as a cumulative effect ai@ounting change in the accompanying
consolidated statement of operations as of Jarfye2902.

In addition, in the second quarter of 208X recorded a further write-down of $22.2 millioslated to PRC. The write-down resulted
from contingent purchase price recorded in the i@ cparter.

Additionally, pursuant to SFAS 142, the Quamy assesses goodwill and indefi-lived intangible assets for impairment annuallynure



frequently if circumstances indicate impairment rhaye occurred. The Company updated its analysiesadwill for 2003 and the Company
determined that the carrying value of such assets wot impaired.

The balance of goodwill and intangible és$®as follows (in thousands):

December 31,

2003 2002
Goodwill $ 11,291,76  $ 5,997,84.
Intangible assets with indefinite livi 1,418,991 544,44t
Intangible assets with definite liv: 1,094,89! 713,62

$ 13,805,65 $ 7,255,91.

In total, goodwill and other intangible efssincreased $6.5 billion as of December 31, 2808ompared to the prior year. The increase is
due primarily to the Ticketmaster, Expedia and Hotem buyin transactions discussed in Note 3 and the adiuisiof LendingTree, Hotwil
and Entertainment Publications during 2003.

Intangibles with indefinite lives relatarmripally to trade names and trademarks acquirgbenvarious acquisitions. Intangibles with
definite lives relate principally to the following:

Weighted Average
Accumulated Amortization Life
Cost Amortization Net (Years)

(In thousands)

Purchase agreemer $ 195,88¢ $ (71,179 $ 124,71 12.4
Distribution agreemen 690,93t (373,74 317,19: 5.2
Merchandise agreemer 171,45 (19,63)) 151,82¢ 9.C
Supplier Relationshi 305,09¢ (80,516 224,58( 6.t
Technology 248,80! (72,58 176,22: 4.€
Customer list: 36,09: (12,28%) 23,80¢ 6.8
Affiliate agreement: 33,04¢ (1,679 31,37¢ 10.C
Domain name 28,75¢ (4,959 23,80: 9.¢
Other 55,44+ (34,06 21,37¢ 5.€
Total $ 1,765,552 $ (670,62 $ 1,094,89!
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Amortization of intangibles is computedastraight-line basis and based on December 3B Ba@dnces for the next five years and
thereafter is estimated to be as follows (in thads

2004 $ 287,81
2005 244 35!
2006 192,92:
2007 127,86(
2008 93,02¢
2009 and thereafte 148,92:

$ 1,094,89!

At December 31, 2002, accumulated amoitimatlated to intangible assets was $334 million.

The following table presents the balancgaddwill by segment, including the changes inydag amount of goodwill for the year ended
December 31, 2003 (in thousands):

Balance as o Foreign Exchange Balance as o



January 1, 2003 Additions (Deductions) Translation December 31, 2003
IAC Travel $ 2,163,84. $ 4,233,25. $ (187,43) $ 447" 6,214,13!
Electronic Retailing
HSN U.S. 2,442,73 74 — — 2,442,81
HSN International 270,23: 94€ — 42,63 313,81:
Total 2,712,97. 1,02( — 42,63 2,756,62!
Ticketing 743,83: 262,63! (9,189 7,84¢ 1,005,13
Personals 65,19¢ 152,85t¢ (749) 6,12¢ 223,42
IAC Local Services — 208,97: (2,389 — 206,58«
Teleservices 312,00: 2,00(¢ — — 314,00:
Financial Services anc
Real Estate — 583,40¢ (11,54 — 571,85¢
Goodwill $ 5997,84. $ 5444141 $ (211,30) $ 61,08: $ 11,291,76

Deductions principally relate to the incotar benefit realized pursuant to the exercisdaflsoptions assumed in business acquisitions
which were vested at the transaction date. As ghelse amounts are recorded as a reduction to gihodw

LendingTree Goodwill and Intangibles

On August 8, 2003, the Company completeddquisition of all of the outstanding capitalcétof LendingTree, Inc. in a stock-for-stock
transaction. In the acquisition, LendingTree shaladrs received 0.6199 of a share of IAC commoaokstor each share of LendingTree
common stock that they owned and LendingTree presdestockholders received the same merger consioleran an as-converted basis. IAC
issued an aggregate of approximately 18.8 milliverss of IAC common stock, and assumed approxisndtélmillion stock options in the
merger.

In connection with the LendingTree acqiosit the excess of consideration attributable tarigible assets and goodwill was
$678.9 million. IAC obtained a preliminary independ valuation of the identifiable intangible ass@tsis valuation identified $187.2 million
of intangible assets other than goodwill. The goitidecognized amounted to $491.7 million. The tathme was identified as an indefinite
lived intangible and $87.0 million was allocatedhis asset. Intangibles with definite lives
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included purchased service agreements ($62.8 mjijltechnology ($24.7 million), customer backlog.@million) and customer lists
($5.5 million) and will be amortized over a weigtht@verage period of 4.4 years. None of the amaalldsated to goodwill or intangible assets
are tax deductible.

The net purchase price consideration paid.éndingTree was based on historical as welkpeeed performance metrics. The Company
viewed LendingTree's revenue, OIBA, net income eah flow as its most important valuation metridse Company agreed to a purchase
price that resulted in recognition of a significamount of goodwill for a number of reasons inahgdi(1) LendingTree's market leading
position and brand; (2) LendingTree's technological operational expertise; and (3) the Compamgectation of significant growth in the
online financial services and real estate markeadingTree had a relatively short business hisioywas unprofitable in every year prior to
2002. As a result, the predominant portion of pasghprice was based on the expected financialnpesfoce of LendingTree, and not the net
asset value on the books at the time of the adguisiThis resulted in a significant amount of thechase price being allocated to goodwill.

Hotwire Goodwill and Intangibles

On November 5, 2003, the Company compligsegicquisition of Hotwire, a leading discount ehwebsite. Total consideration paid was
$667.7 million in cash, plus the assumption of Ifiltion options. In connection with the Hotwirecgsition, the excess of consideration
attributable to intangible assets and goodwill $849.6 million. IAC obtained a preliminary indepentl valuation of identifiable intangible
assets acquired. This valuation identified $126il8an of intangible assets other than goodwill.eTgoodwill recognized amounted to
$522.8 million. The trade name was identified agnaefinite lived intangible and $90.0 million walocated to this asset. Intangibles with
definite lives included supply relationships ($2&Blion), technology ($7.0 million) and customésts ($1.3 million) and will be amortized
over a weighted average period of 4.1 years. Nétieecamounts allocated to goodwill or intangibésets are tax deductible.

The net purchase price paid for Hotwire Wwased on historical as well as expected performametrics. The Company viewed Hotwire
revenue, OIBA, net income and cash flow as its rmopbrtant valuation metrics. The Company agreea porchase price that resulted in
recognition of a significant amount of goodwill famumber of reasons including: (1) Hotwire's mal&ading position and brand;

(2) Hotwire's business model, which complementartbelels of our other travel businesses; (3) grapbortunities in the markets in whi



Hotwire competes; and (4) Hotwire's technological aperational expertise. As a result, the predantiportion of purchase price was based
on the expected financial performance of Hotwire] aot the net asset value on the books at thedfrtiee acquisition. This resulted in a
significant amount of the purchase price beingcalted to goodwiill.

Entertainment Publications Goodwill and Intangibles

In connection with the Entertainment Puddiicns acquisition, which was completed on March2Z®3, the excess of consideration
attributable to intangible assets and goodwill $3%2.1 million. IAC obtained an independent valoatdf identifiable intangible assets
acquired. This valuation identified $103.1 milliohintangible assets other than goodwill. The gotidecognized amounted to $209.0 millic
The trade name was identified as an indefinitedliveangible and $48.7 million was allocated tsthsset. Intangibles with definite lives
included distribution lists ($36.9 million), merafteagreements ($11.7 million), technology ($4.4lionl) and covenant not-to-compete
($1.4 million) and will be amortized over a weigtht@verage period of 8.8 years. None of the amaalidsated to goodwill or intangible assets
are tax deductible.
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The net purchase price paid for Entertaimnfiblications was based on historical as wedbgeected performance metrics. The Company
viewed Entertainment Publications revenue, OIBA,ineome and cash flow as its most important vadumametrics. The Company agreed to a
purchase price that resulted in recognition ofgaificant amount of goodwill for a number of reasamcluding: (1) Entertainment Publications’
business model, which complements the models obther Local Services businesses and (2) the statjes of Entertainment Publications'
online migration. As a result, the predominant jporbf purchase price was based on the expectaddial performance of Entertainment
Publications, and not the net asset value on tb&dat the time of the acquisition. This resulted isignificant amount of the purchase price
being allocated to goodwill.

The following table adjusts IAC's reportest earnings (loss) and basic and diluted net egsniloss) per share to exclude amortization
expense related to goodwill and other intangibsetswith indefinite lives as if SFAS 142 was ffec January 1, 2001:

Year Ended
December 31, 2001

(in thousands, excep
per share data)

Earnings (loss) from continuing operations availal# to common shareholders

Reported loss from continuing operatic $ (162,81)
Add: goodwill amortizatior 134,01t
Loss from continuing operations as adjus $ (28,799

Basic earnings (loss) per share from continuing opations as adjusted:

Reported basic loss per sh $ (0.49
Add: goodwill amortizatior 0.3¢€
Adjusted basic loss per shz $ (0.0¢)

I
Diluted earnings (loss) per share from continuing perations as adjusted:

Reported diluted loss per sh: $ (0.44)
Add: goodwill amortizatior 0.3¢
Adjusted diluted net loss per shi $ (0.0¢)

Net earnings available to common shareholdel

Net income available to common shareholc $ 383,60¢
Add: goodwill amortizatior 176,411
Net earnings available to common shareholders jastad $ 560,02:

I

Basic earnings (loss) per share as adjuste
Reported basic net earnings (loss) per s $ 1.0¢
Add: goodwill amortizatior 0.47




Adjusted basic net earnings per st $ 1.5C

Diluted earnings (loss) per share as adjuste

Reported diluted net earnings (loss) per s $ 1.0¢
Add: goodwill amortizatior 0.47
Adjusted diluted net earnings per sh $ 1.5C
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NOTE 5 LONG-TERM OBLIGATIONS

December 31

2003 2002

(In thousands)

$750,000,000 7.00% Senior Notes (the "2002 Senate®) due January 15, 2013; intel

payable each January 15 and July 15 commencinglpri3, 2003 $ 748,897 $ 750,00(
$360,845,000 6.75% Senior Notes (the "1998 Senate#!) due November 15, 2005; interest

payable each May 15 and November 15 commencing Mag999. 360,84! 453,00(
Other lon-term obligations maturing through 20 13,77¢ 34,12
Total gross lon-term obligations 1,123,51 1,237,12:
Total unamortized discou (572 (1,021
Total lon¢-term obligations 1,122,94 1,236,10:
Less current maturitie (2,850) (24,95))
Long-term obligations, net of current maturit $ 1,120,09 $ 1,211,14!

On December 16, 2002, IAC issued the 2088d® Notes which are guaranteed by USANi LLC. TU®ANi LLC guaranty will terminate
whenever the 1998 Senior Notes, co-issued by IACW@EBANI LLC, cease to be outstanding or its obligas under the 1998 Senior Notes and
the related indenture are discharged or defeasedigut to the terms thereof.

During 2003, the Company repurchased $8#ln principal amount of the 1998 Senior Notesulting in losses of $8.6 million. During
2002, the Company repurchased $47.0 million pradcgmount of the 1998 Senior Notes resulting imgaif $1.5 million. In addition, during
2002 the Company fully redeemed $37.8 million aggte principal amount of 7% Convertible Subordidddebentures due July 1, 2003 (the
"Savoy Debentures") resulting in a loss of $2.Ciail

During the second and third quarters of2t@ Company entered into two interest rate svgapeaments with a notional amount of
$250 million and $150 million, respectively, in datase related to a portion of the 2002 Senior §ldtke fair value of the interest rate swaps
at December 31, 2003 was a loss of $1.1 millionclvhas been recognized as a reduction of the smoreling debt. See Note 6 for further
discussion.

Aggregate contractual maturities of longrtebligations are as follows (in thousands):

Years Ending December 31

2004 $ 2,85(
2005 362,19¢
2006 31z
2007 23€
2008 25¢
Thereaftel 757,66

$ 1,123,51!
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At December 31, 2003 and 2002, the Compeeased certain IT equipment under capital leas#sintierest rates ranging from 4.00% to
10.25%. Included in other long-term obligationsabas of December 31, 2003 are capital lease digigatotaling approximately
$3.9 million, net of interest of $0.3 million. Inaled in other long-term obligations above as ofddawer 31, 2002 are capital lease obligations
totaling $2.6 million, net of interest of $0.1 nolh. Total fixed assets under capital leases aebder 31, 2003 and 2002 approximate
$10.6 million and $32.6 million, respectively, witkcumulated depreciation of approximately $5.8ioniland $29.3, respectively.

NOTE 6 DERIVATIVE INSTRUMENTS

On April 7, 2003 and July 23, 2003, the @amy entered into interest rate swap agreemeritsnstional amounts of $250 million and
$150 million, respectively, related to a portiorntleé 2002 Senior Notes. The interest rate swaps/dAC to receive fixed rate amounts in
exchange for making floating rate payments basedBOR, which effectively changes the Company'giiast rate exposure on a portion of
the debt. As of December 31, 2003, of the $750aniliotal notional amount of the 7% Notes, ther@se rate is fixed on $350 million with the
balance of $400 million remaining at a floatingeraf interest based on the spread over 6- mont®RBThe fair value of the interest rate
swaps at December 31, 2003 was a gain of $0.1lomilnd a loss of $(1.2 million), respectively. Tae value of the contracts have been
recorded on the accompanying balance sheet ascafnleer 31, 2003 in other non-current assets withreesponding offset to the carrying
value of the related debt. The gain or loss ord#révative in the period of change and the losgain of the hedged item attributed to the
hedged risk are recognized in the statement ofadjpes and are offsetting.

On April 29, 2003, one of the Company'sfgn subsidiaries entered into a five-year foreigohange forward contract with a notional
amount of $38.6 million, which was used to hedgeairzg} the change in value of a liability denomidatea currency other than the subsidia
functional currency. This derivative contract hagt designated as a cash flow hedge for accountirmpses and, as such, transaction gains
and losses related to the contract and liabilieyracognized each period in our statement of ojpaisaand are offsetting. In addition, the
effective portion of the derivative's gain/lossdsorded in other comprehensive income until thkility is extinguished. The fair value of this
foreign exchange forward contract at December 8Q32vas an unrealized loss of $5.7 million.

On November 26, 2003, one of the Compasybsidiaries entered into a ten-year cross curreweyp with a notional amount of Euro
39 million which is to mature on October 30, 2018 & used to hedge against the change in valaa akset denominated in a currency other
than the subsidiary's functional currency. Thisgwaables the Company to pay Euro at a rate dhtiee-month EURIBOR plus 0.50% on
Euro 39 million. In exchange the Company receiv@8slinterest on $46.4 million in U.S. dollars. Aetdate of maturity the agreement calls
for the exchange of notional amounts. This denneationtract has been designated as a cash floveliedgccounting purposes and, as such,
transaction gains and losses related to the cdratracasset are recognized each period in ounstéateof operations and are offsetting. In
addition, the effective portion of the derivativgain/loss is recorded in other comprehensive ireantil the liability is extinguished. The fair
value of this cross currency swap at December 323 2vas an unrealized loss of $3.3 million.

In addition, IAC Travel purchases 30-dasefgn currency forwards periodically to mitigate thffects of the changes in exchange rates
between the time in which payables to hotel vendofsreign
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countries are recorded and when they are settleel cdntracts are designated as hedges for accguntiposes and as such, the changes in fai
value are included as a component of cost of salgge accompanying statement of operations. Dutiegyears ended December 31, 2003 and
2002, the Company recognized gains of $1.1 milind $0.7 million, respectively, from forward comtrs As of December 31, 2003, there
were no material foreign currency forwards outstagd

NOTE 7 INCOME TAXES

U.S. and foreign earnings (loss) from camitig operations before income tax and minoritgriest are as follows:

Years Ended December 31

2003 2002 2001

(In thousands)

U.S. $ 240,02: $ 263,91( $ (176,32)
Foreign 22,37 (150,719 (33,13

Total $ 262,39° $ 113,19 $ (209,46:)



The components of income tax expense afellasys:

Current income tax expense (benefit)
Federal

State

Foreign

Current income tax expense (benefit)

Deferred income tax (benefit) expense
Federal

State

Foreign

Deferred income tax (benefit) expense

Income tax expense
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Years Ended December 31

2003 2002 2001

(In thousands)

$ 200,10! $ 83,060 $ (4,10¢)
26,27 20,33: (815)

13,96« 5,98( 2,31(

240,34¢ 109,38 (2,609)
(135,36() (34,56 8,36:
(31,729) (9,686) 2,447

(2,567) — 984

(169,65 (44,257 11,79(

$ 70,69 $ 65,127 $ 9,181

The tax effects of cumulative temporaryeatiénces that give rise to significant portionshaf deferred tax assets and deferred tax lials
at December 31, 2003 and 2002 are presented b&lmwaluation allowance represents items for witichmore likely than not that the tax

benefit will not be realized.

Deferred tax assets

Inventory

Provision for accrued expens
Capital loss carryforwarc
Deferred revenu

Net operating loss carryforwar
Warrant amortizatiol

Tax credit carryforward

Other

Total deferred tax asse
Less valuation allowanc

Net deferred tax asse

Deferred tax liabilities:
Property, plant and equipme
Amortization of intangible:
Investment in subsidiarie
VUE Limited Partnershi

Total deferred tax liabilitie

Net deferred tax liabilit

2003 2002
$ 8,84 $ 6,867
20,11 25,63
19,60« —
32,77 14,61¢
397,21 258,01
— 3,141
21,11 9,811
36,24 19,017
535,89 337,10
(266,93) (336,800
$ 268,96¢ $ 304
$ (3,710 $ (18,61
(860,39 (391,47
(66,03’) (15,507)
(1,839,16)) (1,946,81)

$ (2,769,31) $ (2,372,40)

$ (2,500,34) $ (2,372,10)



The deferred tax liability related to thav&hdi transaction is currently $1.8 billion. Thigbility is based on the difference between the
book basis and the estimated tax basis of the deraion received in the transaction.
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A reconciliation of total income tax experts the amounts computed by applying the statfeatgral income tax rate to earnings from
continuing operations before income taxes and ritinotterest is shown as follows:

Years Ended December 31,

2003 2002 2001

(In thousands)

Income tax expense (benefit) at the federal statutie of 35% $ 91,837 $ 39,61¢ $ (73,31)
Amortization of goodwill and other intangibl 24,84« 25,95:; 23,081
Change in valuation allowan (34,249 (29,009 53,73
State income taxes, net of effect of federal taneffie 3,86¢ 9,70(C 1,331
Effect of change in estimated state tax (13,26)) — —
Impact of minority interes (4,607 1,967 —
Foreign income taxed at a different statutory e 7,47¢ 6,88t 14,89:
Incremental tax on unremitted earnings of certain-U.S. subsidiarie 7,40¢ 552 —
Tax exempt incom (7,61€) (4,767) (1,149
Foreign tax credits utilize (4,61%) 11 6
Other, ne (402 14,21¢ (9,40¢)
Income tax expens $ 70,69. $ 65,127 $ 9,181

The Company recognized income tax dedustietated to the issuance of common stock purdoghe exercise of stock options. The
related income tax benefits of $317.1 million adé$million for the years ended December 31, 20282002, respectively, were recorded as
increases to additional paid-in capital or a reicin goodwill.

At December 31, 2003, the Company had aqmately $830 million of U.S. federal and state opérating loss ("NOL") carryforwards
for income tax purposes expiring through Decemiie2823. Approximately $254 million of the NOL'sasubject to limitation on future
utilization under Section 382 of the Internal RayverCode. Section 382 imposes limitations on thdahility of a company's NOL's after a
greater than 50 percentage point ownership chaogea® In addition, approximately $213 million bEtNOL's are subject to limitation on
further utilization pursuant to the separate retiumitation year ("SRLY") provisions of Section 150The NOL's subject to the SRLY
limitation can only be utilized to offset incomeifn the subsidiaries that generated such lossd3egé¢mber 31, 2003, the Company had
foreign NOL carryforwards of $503.6 million whiclnesavailable to offset future income, if any. Oistloss, $482.1 million can be carried
forward indefinitely, and $21.5 million will expiri@ six to ten years. During 2003, the Company gaized tax benefit of the utilization of
NOL's of $59 million, of which $8.2 million related foreign operations. Of this amount $24.7 milliwas recorded as an increase of addit
paid in capital or a reduction of goodwiill.

A valuation allowance of approximately $26illion at December 31, 2003 represents the pomioctax operating loss carryforwards and
other items for which it is more likely than noaitithe benefit of such items will not be realizedtluded in the valuation allowance is
approximately $135 million, the tax benefit for whiif recognized in future years will be appliedsagduction of goodwill or an increase to
additional paid-in capital. During 2003 the Comparngcome tax expense was reduced by $34.2 milioa,to the reduction in valuation
allowance primarily related to the utilization 0ON's.
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The Internal Revenue Service is currentlgmaining the Company's tax returns for the yeadedrDecember 31, 1997 through 2000. The
examination is expected to be completed by theoé2904. The Company is routinely under audit lyefel, state and local authorities in the
areas of income taxes and the remittance of satbsige taxes. On the basis of present informaitidsmthe opinion of Company management
that any assessments resulting from the curreritsawdl not have a material effect on the Comparmgnsolidated results of operations or its
consolidated financial position. Based on evalustiof tax positions, the Company believes it hgs@priately accrued for probable exposures
and management believes that any amounts deensmheddy possible of occurring that are greater theramounts accrued would not be
significant.

During 2003, the Company's investment ick&master, Hotels.com and Expedia increased t&ol®Onership, and as a resi



Ticketmaster, Hotels.com and Expedia will no lonfjerseparate U.S. federal tax returns as of aifjom date because they will be included in
the Company's 2003 consolidated federal tax return.

In accordance with APB No. 23, no federadtate income taxes have been provided on perrtigmemvested earnings of certain foreign
subsidiaries aggregating approximately $21.7 rmlid December 31, 2003. Determination of the amofinhrecognized deferred U.S. inco
tax liability with respect to such earnings is podcticable.

NOTE 8 COMMITMENTS

The Company leases satellite transpondersputers, warehouse and office space, equipmentemices used in connection with its
operations under various operating leases andaxatmany of which contain escalation clauses.

Future minimum payments under non-cancelagreements are as follows (in thousands):

Years Ending December 31,

2004 $ 108,57
2005 75,91«
2006 46,46¢
2007 40,34¢
2008 40,997
Thereaftel 111,46!
Total $ 423,76(
|

Expenses charged to operations under tigreements were $114.4 million, $94.4 million aBd.8 million for the years ended
December 31, 2003, 2002 and 2001, respectively.
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The Company also has funding commitmerasabuld potentially require its performance in édvent of demands by third parties or
contingent events, such as under lines of credérebed or under guarantees of debt, as followth@insands):

Amount of
Commitment Expiration
Per Period
Total Amounts Less than
Committed 1year 1-3 years 3-5 Years

Letters of Credi $ 49,32¢ $ 46,64¢ $ 2,67¢ $ —
Purchase Obligatior 59,59¢ 29,45¢ 22,96: 7,17¢
Guarantee 51,07¢ 6,39¢ 44,37: 31C
Total Commercial Commitmen $ 160,00: $ 82,50t $ 70,01: $ 7,48t

The letters of credit are primarily extedde certain hotel properties to secure paymenthferpotential purchase of hotel rooms as well as
for inventory purchases by HSN. There have beetlaims made against any letters of credit. Purcbafigations are defined as agreemen
purchase goods or services that are enforceabliegallly binding and that specify all significaetins, including: fixed or minimum quantities
to be purchased,; fixed, minimum or variable prigamgvisions; and the approximate timing of the siation. The purchase obligations
primarily relate to two national telecommunicatia@mntracts with certain vendors related to datastrassion lines and telephones. The
guarantees primarily relate to guarantees to tie Oivil Aviation Authority for the potential nonaivery of travel sold in the U.K. market as
agents are required to be bonded in the U.K. iretlent that tour operators cannot fulfill theirighations.

NOTE 9 RESTRUCTURING CHARGES

Restructuring related expenses were appravgly $0.1 million, $54.1 million and $3.9 millian 2003, 2002 and 2001, respectively. The
2003 amounts are principally comprised of $3.liomlirelated to the write-down of a receivable friita 2002 restructuring of HSN's U.K.
offices, $1.2 million related to facility closurests at uDate's Derby, U.K. facility as the backeefoperations of uDate were combined with
Match International, and $1.4 million for PRC reldto employee terminations due principally todkeline in the teleservicing market that
resulted in excess capacity. Such restructuringgelsawere offset by the reversals of contingentscios terminated employees which are



longer probable of occurrence.

The 2002 amounts are principally comprise#i14.8 million for HSN International related teetshut-down of HSN-Espanol, the
Company's Spanish language electronic retailingatims, due to high costs of carriage and disapgpajrsales per home due to the fragmented
market, $7.9 million for PRC related principallyttte shut down of three call centers and emplogeaihations due principally to the decline
of the teleservices market that resulted in exoehsstry capacity, and $31.4 million related to Hig#y due to large losses incurred in this
market and uncertainty as to the ability to turaesad operations.

The 2001 amounts include $2.9 million f&@@related to a reduction of workforce and capadity principally to the decline in the
teleservicing market that resulted in excess cépacid $0.9 million for Citysearch due to a chaimgthe business model.
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Costs that relate to ongoing operationsatgart of the restructuring charges and arenubided in "Restructuring Charges" on the
statement of operations. Furthermore, all invengorgt accounts receivable adjustments that resiuttedthe actions are classified as operating
expenses in the statement of operations.

In 2003, 2002 and 2001 the charges assakigith the restructurings were as follows (in thands):

Years Ended December 31

2003 2002 2001
Continuing lease obligatior $ 61 $ 123 $  1,23¢
Asset impairment 3,061 4,64: 46¢
Employee termination cos (2,635 3,92( 2,15¢
Write-down of prepaid cable distribution fe — 10,85: —
HSE-Italy — 31,41: —
Other (1,029 2,071 —

$ 21 $ 54,13( $ 3,86:

Continuing lease obligations primarily teléo excess call center, warehouse and officeespERC and HSN. Asset impairments relates
primarily to leasehold improvements that are beihgndoned. Prepaid cable distribution fees retateh-refundable upfront amounts paid by
HSN-Espanol for carriage, primarily in Mexico.

As of December 31, 2003 and 2002, the reimgiaccrual balance related to restructuring agrgas $5.0 million and $7.7 million,
respectively. The 2003 balance relates primarilgrtgoing obligations for facility leases and brogstccarriage arrangements and are expected
to be paid out according to the terms of thesengements.

NOTE 10 SHAREHOLDERS' EQUITY
Description of Common Stock and Class B Convertibl€ommon Stock

With respect to matters that may be suleahitb a vote or for the consent of IAC's sharehsldenerally, including the election of
directors, each holder of shares of IAC commonkstb®C Class B common stock and IAC preferred staiilkvote together as a single class.
In connection with any such vote, each holder ¢ lidommon stock is entitled to one vote for eachiesb&IAC common stock held, each
holder of IAC Class B common stock is entitleddn votes for each share of IAC Class B common ghedtk and each holder of IAC preferi
stock is entitled to two votes for each share df Ipreferred stock held. Notwithstanding the foregoithe holders of shares of IAC common
stock, acting as a single class, are entitleddgoté5% of the total number of IAC's directors, @ndhe event that 25% of the total number of
directors shall result in a fraction of a directitien the holders of shares of IAC common stocking@s a single class, are entitled to elect the
next higher whole number of IAC's directors. In itidd, Delaware law requires that certain mattexsapproved by the holders of shares of
common stock, holders of IAC Class B common stackadders of IAC preferred stock voting as a sefgactass.
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Shares of IAC Class B common stock are edihble into shares of IAC common stock at the aptf the holder thereof, at any time, on a
share-for-share basis. Such conversion ratio willi events be equitably preserved in the eveangfrecapitalization of IAC by means of a
stock dividend on, or a stock split or combinatidnoutstanding shares of IAC common stock or IABSS B common stock, or in the even



any merger, consolidation or other reorganizatiblAQ with another corporation. Upon the conversafrshares of IAC Class B common st
into shares of IAC common stock, those shares &f Gdass B common stock will be retired and will betsubject to reissue. Shares of IAC
common stock are not convertible into shares of [2l&s B common stock.

Except as described herein, shares of I&@muon stock and IAC Class B common stock are idahtThe holders of shares of IAC
common stock and the holders of shares of IAC (Bassmmon stock are entitled to receive, sharali@re, such dividends as may be dec
by IAC's Board of Directors out of funds legallyadtable therefor. In the event of a liquidationsgblution, distribution of assets or winding-up
of IAC, the holders of shares of IAC common stonk #he holders of shares of IAC Class B commonkséwe entitled to receive, share for
share, all the assets of IAC available for disttitmuto its stockholders, after the rights of tledders of the IAC preferred stock have been
satisfied.

In the event that IAC issues or proposdsdoe any shares of IAC common stock or ClassrBneon stock (including shares issued upon
exercise, conversion or exchange of options, wisrand convertible securities), Liberty will hawe@mptive rights that entitle it to purchase a
number of IAC common shares so that Liberty willimain the identical ownership interest in IAC th#berty had immediately prior to such
issuance or proposed issuance. Any purchase byty.itvl be allocated between IAC common stock &ldss B common stock in the same
proportion as the issuance or issuances givingoitiege preemptive right, except to the extent Lilérty opts to acquire shares of IAC
common stock in lieu of shares of IAC Class B commtock. During 2003 the Company received proceédpproximately $1.2 billion
related to the sale of 48.7 million shares of comrsimck to Liberty, pursuant to Liberty's preemetiights in relation to the Ticketmaster
merger, the uDate acquisition, the Expedia and Islatam mergers and in connection with IAC optioereises between May 2, 2003 and
June 3, 2003.

Description of Preferred Stock

IAC's Board of Directors has the authot@tydesignate, by resolution, the powers, prefergmights and qualifications, limitations and
restrictions of the preferred stock without anyttier vote or action by the stockholders. Any shafgeeferred stock so issued would have
priority over shares of IAC common stock and shafd&\C Class B common stock with respect to divider liquidation rights or both.

In connection with the acquisition of a trotling interest in Expedia, Inc., IAC issued aggaegate of approximately 13.1 million shares,
par value $0.01 per share, "Series A Cumulativev€rible Preferred Stock," each having a $50.0@ fadue and a term of 20 years, which is
referred to in this document as IAC preferred sté&ch share of IAC preferred stock is convertibtehe option of the holder at any time, into
that number of shares of IAC common stock equéhéaquotient obtained by dividing $50 by the cosiar price per share of IAC common
stock. The conversion price is initially equal 83%75 per share of IAC common stock and is suligedownward adjustment if the price of
IAC common stock exceeds $35.10 at the time of emion pursuant to a
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formula set forth in the certificate of designatfonthe IAC preferred stock. At the end of they&€ar term, IAC can elect to redeem the shares
of IAC common stock for cash or stock. Shares o igreferred stock may be put to IAC on the fiftayanth, tenth and fifteenth anniversar
February 4, 2002 for cash or stock at IAC's opti&€ also has the right to redeem the shares of p&erred stock for cash or stock
commencing on the tenth anniversary of Februa®082. In the event of a voluntary or involuntaxyidation, dissolution or winding-up of
IAC, holders of IAC preferred stock will be entiléo receive, in preference to any holder of IA@oaon stock or IAC Class B common stc

an amount per share equal to all accrued and uipadkends plus the greater of (a) face valuepdtiie liquidating distribution that would be
received had such holder converted the IAC prediesteck into IAC common stock immediately priotthe liquidation, dissolution or winding-
up of IAC. The preferred shares bear interest33%, payable quarterly in cash or stock at IACtoop If IAC elects to pay cash, the amount
is approximately $13.1 million on an annual bastsee Company paid cash dividends of $13.1 milliod $h1.8 million in the years ended
December 31, 2003 and 2002, respectively.

In accordance with SFAS 128 "Earnings pgear8," for purposes of calculating diluted EPS,Gloenpany uses the if-converted method of
calculating the dilutive effect of the IAC prefedrstock. Under the if-converted method, securgiesassumed to be converted at the beginning
of the period if the conversion of those sharesld/be dilutive.

Note Receivable from Key Executive for Common Stockssuance

In connection with Mr. Diller's employmentAugust 1995, the Company agreed to sell Mr.ebill, 767,952 shares of IAC Common
Stock ("Diller Shares") at $5.6565 per share fahcand a non-recourse promissory note in the anafu#f.0 million, secured by
approximately 1,060,000 shares of IAC Common Stdtle promissory note is due on the earlier ofh@ termination of Mr. Diller's
employment, or (ii) September 5, 2007.

Stockholders' Agreement

Mr. Diller, Chairman of the Board and Chiefecutive Officer of the Company, through BDTV,GN BDTV I, INC., BDTV llI, INC.,
BDTV IV, INC., his own holdings and pursuant to tBckholders Agreement with Universal, Libertye Bompany and Vivendi (the
"Stockholders Agreement”), has the right to votpragimately 21.0% (132,577,936 shares) of IAC'stautding common stock, and 10(



(64,629,996 shares) of IAC's outstanding Class Bi@on Stock at December 31, 2003. Each share o G®l&ommon Stock is entitled to ten
votes per share with respect to matters on whiaini@on and Class B shareholders vote as a single. @asa result, Mr. Diller controls 59.8%
of the outstanding total voting power of the Compas of December 31, 2003. Mr. Diller, subjecttite Stockholders Agreement, is effectiv
able to control the outcome of nearly all mattedsrsitted to a vote of the Company's shareholdéberty HSN holds substantially all of the
economic interest in, and Mr. Diller holds all bktvoting power in, the shares of IAC stock heldhsyBDTV entities listed above.

Reserved Common Shares

In connection with option plans, warramtsg other matters, 220,475,775 shares of Commark Stere reserved as of December 31,
2003.
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Stock-Based Warrants

At December 31, 2003, warrants to acquigges of IAC common were outstanding as followdt{musands):

Number of
Warrants
outstanding
Average Expiration at December
Strike Date 31, 2003
Issued in 2002 Expedia de $35.1( 2/4/0¢ 14,59
Issued in Vivendi dea
Tranche 1 $27.5( 2/7/1z2 24,18
Tranche 2 $32.5( 2/7/1z2 8,00(
Converted Ticketmastt $15.7:—%$64.17 9/17/04—5/19/1( 4,22:
Converted Expedit
Tranche 1 $13.4: 2/4/0¢ 23,81¢
Other various various 57¢
$25.7¢ 75,391
|

In addition to the warrants outstandingnated above, Hotels.com entered into several exelwafiliate distribution and marketing
agreements and agreed to issue warrants to purshases of its common stock to affiliates if thehiaved certain performance targets. As a
result of the Company's assumption of Hotels.conrams in the merger, at December 31, 2003, theg@domnhad contingently issuable
warrants to purchase approximately 3.9 million ekaf its common stock under such agreements. Baaiants will be issued at fair market
value on the date of issuance if and when earned.

On June 30, 2003 pursuant to the exeras8arry Diller's designee, of a right of firstusél, the Company repurchased from Vivendi
warrants to acquire 28.2 million shares of IAC coomstock for an aggregate purchase price of $40libn.

On June 23, 2003, in conjunction with thetedts.com merger, IAC issued to former warrant Brdcbf Hotels.com, warrants to acquire
1.2 million shares of IAC common stock. Due to thenination of the Travelocity affiliate relatioriptin September 2003, all remaining
outstanding Travelocity warrants were cancelled.
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On August 8, 2003, in conjunction with the Expediarger, IAC purchased for $32.2 million approxintat8 million warrants which were
issued by Expedia in February 2002. In additiorC lidsued to former warrant holders of Expedia, amts to acquire 24.5 million shares of
IAC common stock. During 2003, 0.3 million sharesrgvexercised into IAC common stock for proceeds30® million.

Common Stock Exchangeable for Preferred Interest

Vivendi's current beneficial ownership &Q is in the form of 43.2 million shares of IAC camn stock and 13.4 million shares of
Class B common stock (for a total of 56.6 milligxQ shares). Such number of shares are required helol by Universal Studios, Inc.
(currently a subsidiary of Vivendi) or its affiled in connection with Universal's obligations rethto our ownership of the Class B preferred
interest in VUE. The preferred is to be settledumyversal at its then face value with a maximunapproximately 56.6 million IAC commc



shares, provided that Universal may substitute @atibu of shares of IAC common stock (but not I8ass B common stock), at its election.
If IAC's share price exceeds $40.82 per shareetdtirine of settlement, fewer than 56.6 million skameuld be cancelled. The value of

56.6 million shares of $1.4 billion has been resiféexd from Additional Paid in Capital to Commoro8k Exchangeable for Preferred Interest,
which account is presented on a separate linedtgiside of Shareholder's Equity. The value of tieras will not be adjusted, unless the value
of IAC common stock suffers a decline in value tisadther than temporary over the twenty-year mgdieriod.

Common Stock Repurchase Program

On March 19, 2003 and November 5, 2003, #vGounced that its Board of Directors has autkdrthe repurchase of up to 30 million
and 50 million shares of IAC common stock, respetyi. IAC may purchase shares over an indefinirgopeof time, on the open market or
through private transactions, depending on mardetlitions, share price and other factors. The amand timing of purchases, if any, will
depend on market conditions and other factorsudinol IAC's overall capital structure. Pursuantht® Board's authorization, through
December 31, 2003, IAC purchased 41.3 million shéseaggregate consideration of $1.4 billion. A2&dember 31, 2003, IAC had 38.7 milli
share remaining in it authorizations. Funds foséhpurchases will come from cash on hand.

Restricted Stock Units

Restricted Stock Units ("RSUs") are awardthe form of phantom shares or units, denominatedhypothetical equivalent number of
shares of IAC Common Stock and with the value chdaSU equal to the market price of IAC Common Bt&SUs may be settled in cash,
stock or both, as determined at the time of giaath grant of RSUs is subject to a vesting requerdrthat includes one or both of the
following: service-based, that is, a specific périd time must pass before an award is settlegedormance-based, that is, that certain
performance targets set at the time of grant meistdhieved before an award is settled. Pursuahetplan under which IAC awards RSUs,
IAC may make adjustments to the number and kirghafes covered by the RSUs granted to reflect hagges in corporate capitalization
(including a change in the number of shares oftanting common stock) resulting from a stock splia corporate transaction, such as a
merger, consolidation, separation, including a sgfror other distribution of stock or propertyprganization or liquidation
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or other similar type of transaction. The Comparyvjiles expense for stock-based compensation far g8nts and the accounting charge is
measured at the grant date and amortized rataliigrasash compensation over the vesting term.

NOTE 11 CONTINGENCIES

In the ordinary course of business, the @amy is a party to various lawsuits. In the opinddmanagement, the ultimate outcome of these
lawsuits should not have a material impact on itigidity, results of operations, or financial cotimi of the Company. The Company also
evaluates other potential contingent matters, ghiolyitransient occupancy or accommodation tax,forma of sales tax, on the use or
occupancy of hotel accommodations that statescatitees might try to impose. IAC does not beli¢hiat the amount of liability that could be
reasonably possible with respect to these mattetddahave a material adverse effect on its findmeisults.

NOTE 12 BENEFIT PLANS

The Company offers various plans pursuaustection 401(k) of the Internal Revenue Code dogesubstantially all full-time employees
who are not party to collective bargaining agreetsiefhe Company generally matches a portion oéthployee contribution. The expense
recorded related to these contributions was noen@tfor any years presented.

NOTE 13 STOCK COMPENSATION PLANS

IAC currently has a total of seventeen Bgbased compensation plans under which option#ret equity awards are outstanding,
including plans assumed in acquisitions. Duringdheent year five of these plans were assumednne&ction with the acquisitions of
Expedia, Hotels.com, Ticketmaster, LendingTreeldatwire. In addition during 2003 one plan was terated, although outstanding awards
under the plan will continue to vest and remairreisable in accordance with their terms. The piiovis of these plans are similar in that each
plan generally has a term of ten years with veggiegerally occurring over a four-year period. Itat@leven of the seventeen plans, including
those assumed, have no additional options or ettpeity awards available for future grant pursuarthese plans. Although six of the
remaining plans still have additional options drestequity awards available for future grant, tleen@any intends on only granting future
awards from four of its currently active plans. $deemaining four compensation plans cover outgtgraptions to acquire shares of IAC
common stock and provide for the future grant dfans and other equity awards.

The following information is with respectfour plans under which future awards will be gean Under the IAC 2000 Stock and Annual
Incentive Plan, the Company initially was authotlize grant options, restricted stock and othertgcrased awards for up to 20,000,000 shares
of IAC common stock to its employees, officersedtors and consultants. Under the 1997 Stock amai&lrincentive Plan, the Company
initially was authorized to grant options, reskittstock and other equity based awards for up 8080000 shares of IAC common stock to its
employees, officers, directors and consultants.ddiite 1996 Stock Option Plan for Employees, atithe it was assumed by the Compan'



1996, the Company was authorized to grant options to 4,364,000 shares of common stock to itgleyees and consultants, not including
the options that were outstanding at the time sfiagption. Finally, under the Silver King Communioas, Inc. 1995 Stock Incentive Plan, the
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Company initially was authorized to grant optiorestricted stock and other equity awards for u@,8®0,000 shares of common stock to its
employees, officers and consultants.

Each of the four plans mentioned abovedi)e a stated term of ten years, (ii) provides épsibns may not be granted with a term in
excess of ten years from the date of grant andoficivides that the exercise price of options grdrgenerally will not be less than the market
price of the Company's common stock on the datganit. The plans do not specify grant dates olingsichedules as those determinations are
delegated to the Compensation/Benefits CommittekeoBoard of Directors (the "Committee") and egcdnt agreement reflects the vesting
schedule for that particular grant as determinethbyCommittee. Option awards to date have gewerafited in equal annual installments ¢
a four-year period from the date of grant. A sumntdrchanges in outstanding options under the stmtion plans is as follows:

December 31

2003 2002 2001
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price($) Shares Price($) Shares Price($)

(Shares in thousands

Outstanding at beginning of peri 68,01! $ 11.2¢ 84,42¢ $ 12.51 88,75 $ 11.17
Granted or issued in connection with merg 56,42: 12.0Z 2,59¢ 28.0¢ 7,50: 23.0z
Exercisec (22,409 11.7¢ (9,20¢) 15.7¢ (9,116 8.8¢
Cancellec (4,35%) 14.17 (9,809 21.9¢ (2,71€ 20.47
Outstanding at end of peric 97,67( 11.4: 68,01 11.2¢ 84,42¢ 12.5]
| | |
Options exercisabl 69,34 $ 10.12 58,85( $ 9.37 63,020 $ 9.4¢
| | |
Available for gran 17,34( 16,60¢ 10,37¢
.| L] L]

The weighted average fair value of optigremted during the years ended December 31, 2002, 2ahd 2001 was $18.38, $13.35 and
$12.26 respectively.
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The following table summarizes the inforimatabout options outstanding and exercisable &@eckmber 31, 2003.

Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Remaining Average Average
Outstanding at Contractual Exercise Exercisable at Exercise
Range of Exercise Price December 31, 2003 Life in Years Price December 31, 2003 Price

(Share amounts in thousands

$2.50 to $5.0( 27,25¢ 24 $ 3.8% 22,58 $ 3.81
$5.01 to $10.0 32,92¢ 3.2 8.3( 30,91 8.3t
$10.01 to $15.0 13,308 6.1 12.4( 4,50¢ 12.6¢
$15.01 to $20.0 8,46: 8.2 17.1¢ 2,35¢ 17.3¢
$20.01 to $25.0 8,53 7 22.9¢ 3,98¢ 23.0¢
$25.01 to $30.0 4,69¢ 6.S 28.21 2,96¢ 27.82
$30.01 to $35.0 357 8.2 32.9¢ 92 33.62

$35.01 to $40.0 27C 54 36.8¢ 144 36.2¢



$40.01 to $45.0 1,72¢ 6.1 41.4: 1,66¢ 41.4]
$45.01 to $50.0 137 6.C 45.7¢ 134 45.7¢

97,67( 44 $ 11.42 69,34« $ 10.1%

Under the IAC 2000 Stock and Annual IncemfPlan and the 1997 Stock and Annual Incentiva,REC has approximately 4.8 million
shares of restricted stock and RSUs outstandinghwest principally over a period of one to fiveaygincluding 4.7 million units issued in
2003. The weighted average fair value of restristedk and RSUs granted during the years endednilere31, 2003 and 2002 was $27.14
and $21.60, respectively.

117

NOTE 14 STATEMENTS OF CASH FLOWS

Supplemental Disclosure of Non-Cash Transactions f@003
On January 17, 2003, IAC completed its raewmgith Ticketmaster. IAC issued an aggregate db #illion shares of IAC common stock.
On April 4, 2003, IAC completed the acqtiisi of uDate. IAC issued an aggregate of 5.5 oiillshares of IAC common stock.
On June 23, 2003, IAC completed its mergér Hotels.com. IAC issued an aggregate of 44 anishares of IAC common stock.

On August 8, 2003, IAC completed its mesgeith Expedia and LendingTree. IAC issued an agapeeof 100.8 and 18.8 million shares,
respectively, of IAC common stock.

In 2003, the Company incurred non-cashribtistion and marketing expense of $51.4 million ad-cash compensation expense of
$128.2 million. Amortization of non-cash distribati and marketing expense consists mainly of Hatis.performance warrants issued to
obtain distribution and non-cash advertising set@iem Universal Television as part of the Vivetdinsaction. With the termination of the
Travelocity affiliate agreement in September 2G0Boutstanding unvested Travelocity warrants wenecelled. The nonash advertising frot
Universal is primarily for the benefit of Expedighich runs television advertising primarily on tH8A and Sci Fi cable channels without any
cash cost. Ticketmaster and Match.com also recegron-cash distribution and marketing expenseaelat barter arrangements for
distribution secured from third parties, wherebyetising is provided by Ticketmaster and Match.doma third party in return for distribution
over the third party's network. The advertisinguided has been secured by IAC, which in turn hasreel the norcash advertising pursuant
an agreement with Universal as part of the Viveratisaction. Sufficient advertising has been settoesatisfy existing obligations.

In 2003, IAC recognized $37.3 million ofPihterest income on the Series A Preferred reckimeonnection with the VUE Transaction.

In 2003, the Company recognized pre-tagdesf $220.8 million on equity losses in uncomkakd subsidiaries, resulting almost entirely
from its 5.44% proportionate share of a $4.5 hillimpairment charge for goodwill and intangibleeissaand other long-lived assets recognized
by Vivendi Universal Entertainment LLP ("VUE"), aipt venture between the Company and Vivendi.

In 2003, the Company recognized mash revenues of $27.7 million as a result of deterevenue recorded in connection with its var
acquisitions.

Supplemental Disclosure of Non-Cash Transactions f@002

On February 4, 2002, IAC completed the &itjan of a controlling interest in Expedia. IA€sued an aggregate of 20.6 million shares of
IAC common stock, 13.1 million shares of $50 faatue 1.99% cumulative convertible preferred stachA€ and warrants to acquire
14.6 million shares of IAC common stock at an eiserprice of $35.10.

On April 12, 2002, Ticketmaster acquireldodthe equity interests of Soulmates TechnologylRd ("Soulmates"), a global online
personals company that provides dating and matcimgalervices in nearly 30 countries worldwide. émgection with the acquisition,
Ticketmaster issued 817,790 shares of Ticketm&3tsms B common stock valued at approximately $&8ligon.
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On May 1, 2002, IAC acquired all of the #yginterests of TVTS. In connection with the acgjtion, IAC issued 1.6 million shares of
common stock valued at approximately $48.1 mill



On May 31, 2002, the Company redeemedlinte Savoy Debentures. The Company recordedsadb$2.0 million, of which
$1.4 million was related to the write-off of defedrfinance costs.

In connection with VUE Transaction on May2002, shares of USANI LLC held by Liberty werebanged for 7.1 million IAC shares.

On June 27, 2002, the Company and Libestgaieted the exchange of Liberty's Home Shoppintyviikk ("Holdco™) shares, with the
Company issuing an aggregate of 31.6 million shafe®@mmon stock and 1.6 million shares of ClagBimon stock.

In 2002, the Company incurred non-cashruesiring charges of $46.6 million related to vasanitiatives across business segments.

In 2002, the Company incurred non-cashitistion and marketing expense of $37.3 million aod-cash compensation expense of
$15.6 million.

In 2002, IAC recognized $23.0 million oPihterest income on the Series A Preferred reckimeonnection with the VUE transaction.

In 2002, the Company recognized non-cashaevenues of $31.9 million as a result of defem@denue recorded in connection with its
various acquisitions.

In 2002 the Company recognized pre-taxdesd $123.6 million on equity losses in unconsaikd subsidiaries, resulting primarily from
HOT Networks, which operates electronic retailipgations in Europe. In 2002, the Company alsazeai$22.2 million related to goodwill
impairment, which was related to a contingent pasehprice adjustment.

Supplemental Disclosure of Non-Cash Transactions f@001
In 2001, interest accrued on the $200.0onikadvance to Universal amounted to $3.9 million.

In 2001, the Company incurred non-cashribistion and marketing expense of $26.4 million ad-cash compensation expense of
$7.6 million.

In 2001, the Company recognized non-casbrmees of $1.2 million as a result of deferred nexerecorded in connection with its various
acquisitions.

In 2001 the Company recognized pre-taxdesd $30.7 million on equity losses in unconsdédasubsidiaries, resulting primarily from
HOT Networks, which operates electronic retailipgations in Europe. In 2001 the Company realizedax losses of $18.7 million related
the write-off of equity investments to fair vallkéhe write-off in equity investments was based upmmagement's estimate of the current value
of the investments, considering the current busieevironment, financing opportunities of the inees, anticipated business plans and other
factors.
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Supplemental Disclosure of Cash Flow Information:
Years Ended December 31
2003 2002 2001
(In thousands)
Cash paid during the period fc
Interest $ 59,34 $ 37,96. $ 39,28t
Income tax paymen 105,51( 26,42¢ 12,77(
Income tax refund (3,430 (967) 1,05:

NOTE 15 RELATED PARTY TRANSACTIONS
As of December 31, 2003, the Company wesled in several agreements with related parte®lows:
Continuing Operations

The Company has various agreements withiddaft Corporation ("Microsoft"), including a seceis agreement for use of data ce



services by Expedia and partner agreements, licgrgjreements and support agreements with varidasidiaries, including Match.com. To
fees paid with respect to these agreements in 2062002 were approximately $42 million and $24iami| respectively.

At December 31, 2003 and 2002, accountsnates receivable net, and deferred charges ard ioitluded amounts receivable from VI
of $55.3 million and $79.0 million, respectivelglated to cross promotional advertising securedyaut to the VUE Transaction.

During 2003, the Company received $2.0iamllwhich represented a tax distribution relatinghte Company's 5.44% investment in VUE.
VUE tax distributions are the subject of a dispaténveen the Company and Vivendi Universal.

The Company has a secured, non-recourgereceivable of $5.0 million from its Chairman aDilief Executive Officer. See Note 10.

Under the USANi LLC Operating Agreement,AN8 LLC was obligated to make a distribution to kauf the LLC members in an amount
equal to each member's share of USANi LLC's taxaddeme at a specified tax rate. The final disttidouwas made in 2002 in the amount of
$154.1 million relating to 2001 and through May 208s IAC now owns 100% of USANi LLC. In 2001, USAN C paid $17.4 million
related to the year ended December 31, 2000, teddsal and Liberty.

Discontinued Operations

As part of the Company's acquisition of US&ble and Studios USA from Universal in Februg898.(the "Universal Transaction"), the
Company entered into several agreements with Usalet he following agreements were terminated liatien to the VUE Transaction:

Universal provided certain support servimethe Company under a Transition Services Agregmetered into in connection with the
Universal Transaction. For these services, whictuate use of pre-production, production and postipction facilities, information
technology services, physical
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distribution, contract administration, legal seesand office space, Universal charged the Comparg/million and $7.1 million for the peri
January 1 to May 7, 2002 and the year ended Deaedih@001, respectively, of which $2.6 million afsl7 million was capitalized to
production costs, respectively.

Universal and the Company entered intonderhational Television Distribution Agreement unddich the Company paid to Universal a
distribution fee of 10% on all programming owneccontrolled by the Company distributed outsidehaf United States. For the period
January 1 to May 7, 2002 and the year ended Deaedih@001, the fee totaled $5.8 million and $18iBion, respectively.

In addition, the Company and Universal eedénto a Domestic Television Distribution Agreethander which the Company distributed
in the United States certain of Universal's telievigprogramming. For the period January 1 to Mag0Q2 and the year ended December 31,
2001, Universal paid the Company $0.5 million addL$nillion, respectively.

Pursuant to the October Films/PFE Transacthe Company entered into a series of agreenoarntghalf of its filmed entertainment
division ("Films") with entities owned by Universab provide distribution services, video fulfillmeand other interim and transitional servi
These agreements are described below.

Under a distribution agreement coveringrapimately fifty films owned by Universal, Films eeged a distribution fee and remitted the
balance of revenues to a Universal entity. Fopirgod January 1 to May 7, 2002 and the year ebdee@mber 31, 2001, Films earned
distribution fees of approximately $0.4 million ad8.7 million, respectively, from the distributiofi these films. Films was responsible for
collecting the full amount of the sale and remgtthe net amount after its fee to Universal.

In addition, Films acquired home video isttion rights to a number of "specialty videobperties. Universal holds a profit participation
in certain of these titles. No amounts were eatnedniversal under this agreement to date.

Films is party to a Videogram FulfillmengAeement with a Universal entity pursuant to wtgakh entity provides certain fulfillment
services for the United States and Canadian hodeovinarkets. In the period January 1 to May 7, 200Pthe year ended December 31, 2
Films incurred fees to Universal of approximately@million and $5.6 million, respectively, for $uservices.

In connection with the settlement of iteerest in an international joint venture, the Compeeceived $24.0 million from Universal duri
2001.
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NOTE 16 QUARTERLY RESULTS (UNAUDITED)

Quarter Quarter Quarter Quarter
Ended Ended Ended Ended
December 31,(a)(b) September 30, June 30, March 31,
(In thousands, except per share date
Year Ended December 31, 200
Net revenue $ 1,804,60: $ 1,610,271 $ 1,526,51. $ 1,386,73
Gross profil 845,67 726,69! 686,85! 599,85
Operating incomi 178,56¢ 10,86: 111,75¢ 98,99°
Earnings (loss) from continuing operations before
cumulative effect of accounting chan 148,55¢ 22,32¢ 57,92¢ (202,159
Earnings (loss) before cumulative effect of accimgn
change 156,01 21,98( 96,19 (106,791)
Net earnings (loss) available to commo
shareholders 152,75! 18,71¢ 92,93( (110,06()
Earnings (loss) per share from continuing
operations available to common shareholders
Basic earnings (loss) per common shar $ 021 % 0.0 $ 0.1C $ (0.22)
Diluted net earnings (loss) per common shar $ 0.1¢ $ 0.0z $ 0.0¢ $ (0.22)
Earnings (loss) per share before cumulative effe:
of accounting change available to
common shareholders
Basic earnings (loss) per common shar $ 02z % 0.0z $ 017 $ (0.29)
Diluted earnings (loss) per common shar: $ 0.2C $ 0.0z $ 0.1¢ $ (0.29)
Net earnings (loss) per share available t
common shareholders
Basic net earnings (loss) per common shal $ 0.2z % 0.0 $ 017 $ (0.29)
Diluted net earnings (loss) per common shar $ 02C $ 0.0z $ 0.1€ $ (0.29)
Year Ended December 31, 200
Net revenue $ 1,330,041 $ 1,185,15 $ 1,107,06: $ 958,66:
Gross profil 539,03( 479,09: 433,21 353,57
Operating profit 73,74¢ 16,62t 24,91« 37,318
Earnings (loss) from continuing operations before
cumulative effect of accounting chan 119,90° (26,639 (97,209 5,93¢
Earnings (loss) before cumulative effect of accimgn
change(c 148,11t (33,369 2,273,841 25,90(
Net earnings (loss) available t
common shareholders(d) 144,85:; (36,629 2,270,571 (437,45¢)
Earnings (loss) per shar-continuing operations
available to common shareholders
Basic earnings (loss) per common shar $ 0.2¢ $ (0.07) $ (0.29 % 0.01
Diluted net earnings (loss) per common shar $ 024 % 0.0 % 0.29 % (0.01
Earnings (loss) per shar-before cumulative effect
of accounting change available to
common shareholders
Basic earnings (loss) per common shar $ 03z % (0.0 % 551 % 0.0¢
Diluted earnings (loss) per common shar: $ 0.3C $ (0.06) $ 551 % 0.0¢
Net earnings (loss) per share available 1
common shareholders
Basic net earnings (loss) per common shal $ 03z % (0.06) $ 551 % (2.12
Diluted net earnings (loss) per common shar $ 03C $ (0.0¢) $ 551 % (0.5%)

(@) During the fourth quarter of 2003, IAC Travel perfeed an analysis related to estimated supplieiliti@s, resulting in an adjustment
and a corresponding increase to revenue and opgliatome of $22.4 million. The analysis perfornpedvided additional evidence

that IAC Travel used to update and refine its estiom of supplier liabilities, resulting in the dease of $22.4 million. IAC Travel does

not expect to record any similar-sized adjustmanfature periods.
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(b) During the fourth quarter of 2003, the Company ggiped a tax benefit of $13.3 million due to a apaim the Company's effective tax

rate as a result of the Company's mergers wittoitaerly public subsidiaries in 2003 and the Vivemdnsaction in 2002.



(c) Per common share amounts for the quarters maydaotosthe annual amount because of differencesdmverage common sha
outstanding during each period.

(d) During the second quarter of 2002, the Companyrdstba gain of $2.4 billion on the contributiontioé USA Entertainment Group to
VUE. During the second quarter of 2002, the Compaeprded a $22.2 million write-down of PRC's godbwuring the third quarter
of 2002, the Company wrote down its investment 8E4-Italy of $31.4 million. During the fourth quartef 2002, the Company
reversed a deferred tax liability of $37.4 millidoe to the determination that exposure to the bdigation related to Styleclick was no
longer probable.

NOTE 17 INDUSTRY SEGMENTS

The overall concept that IAC employs in deti@ing its Operating Segments is to present tealte in a manner consistent with how the
chief operating decision maker and executive mamageé view the businesses; how the businesses gaaired as to segment management;
and, the focus of the businesses with regardsettythes of products or services offered or theetamgarket. The USA Entertainment Group,
Styleclick, ECS and Avaltus, a PRC division, aresented as discontinued operations and, accordiagdyexcluded from the schedules below
except for the schedule of assets, in which theyirarluded in Corporate & other.

During 2003, the Company switched from répg adjusted EBITDA as its primary metric to Ogiémg Income before Amortization as it
concluded that EBITDA was not the best way to labkivisional performance as it did not includetaier operating costs such as depreciation
and disengagement costs. Operating Income befor@tfaation ("OIBA") is defined as operating incomples: (1) amortization of non-cash
distribution, marketing and compensation exper®eaiortization of intangibles and goodwill and dadll impairment, if applicable, (3) pro
forma adjustments for significant acquisitions g#hdone-time items. The Company believes this meaisuwiseful to investors because it
represents the consolidated operating results fAf@'s segments, taking into account depreciatidmctvit believes is an ongoing cost of dc
business, but excluding the effects of non-caskeesgs. OIBA has certain limitations in that it doestake into account the impact to IAC's
income statement of certain expenses, includingaasi compensation associated with IAC's employesscash payments to partners, and
acquisition-related accounting. IAC endeavors tmgensate for the limitations of the non-GAAP meaguresented by providing the
comparable GAAP measure with equal or greater prerde, GAAP financial statements and detailed gegans of the reconciling items and
adjustments, including quantifying such items, ¢oive the non-GAAP measure.
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The following table is a reconciliation ©fBA to operating income (loss) and net earningslaile to common shareholders in 2003,
2002 and 2001.

Years Ended December 31,

2003 2002 2001

(In thousands)

OIBA $ 860,06: $ 389,11t $ 237,97¢
Amortization of no-cash distribution and marketing expe! (51,437 (37,34 (26,385
Amortization of nol-cash compensation exper (128,18 (15,63 (7,60¢)
Amortization of intangible: (268,50¢) (145,66) (294,48¢)
Goodwill impairment — (22,24") —
Merger costs(a (11,760 (7,910 —
Pro forma adjustments( — (7,719 (49,815
Operating income (lost 400,18: 152,59¢ (140,319
Interest incomt 175,82: 114,59¢ 26,78
Interest expens (92,919 (44,467 (46,137)
Equity in (losses) earnings of VL (224,46%) 6,107 —
Equity in earnings (losses) in unconsolidated sliages and other expens 3,76 (115,640 (49,799
Income tax expens (70,69)) (65,127 (9,18))
Minority interest (65,049 (46,079 55,83:
Gain on contribution of USA Entertainment to VUL of tax — 2,378,31. —
Gain on disposal of Broadcasting stations, neto — — 517,84
Discontinued operations, net of t 40,73¢ 34,18 37,75¢
Cumulative effect of accounting change, net of — (461,389 (9,187)
Preferred dividen: (13,05 (11,759 —
Net earnings available to common sharehol $ 154,34: $ 1,941,34 $ 383,60t
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Revenues:
IAC Travel

Electronic Retailing
HSN U.S(c)

HSN Internationa

Total Electronic Retailing
Ticketing

Personals

IAC Local Services

Financial Services and Real Estat
Teleservices

Interactive Development
Intersegment Elimination(d)

Total

Operating Income (Loss):
IAC Travel

Electronic Retailing
HSN U.S.(c)

HSN International

Total Electronic Retailing
Ticketing

Personals
IAC Local Services

Financial Services and Real Estate
Teleservices

Interactive Development
Disengagemen

Corporate and other

Intersegment Elimination(d)

Total
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Years Ended December 31

2003 2002 2001
(In thousands)

$ 2,610,14: $ 1,563,86¢ $ 536,49
1,763,68! 1,613,231 1,660,05!
466,73. 309,01: 270,68¢
2,230,42. 1,922,241 1,930,741
743,23. 655,31. 579,67¢
185,29 125,79" 49,25(
230,26! 30,83 46,10°
55,79¢ — —
294,27 294,13¢ 296,20t
— — 727
(21,310 (12,270 (4,640
$ 6,328,11¢ $ 4,580,92! $ 3,434,57.
;N .y ]
$ 346,95, $ 17791t % 15,81
139,51( 130,49¢ 103,59°
31,30¢ (62,29/) (28,329
170,81¢ 68,20¢ 75,26¢
116,47 96,93: 15,16¢
14,13( 22,63¢ (8,86¢)
(29,427) (86,257 (150,673
(16,472 — _
12,46( (26,39Y) (40,30%)
(5,929 (5,446 (2,017
(22,047 (31,762 (4,05()
(186,03 (64,942) (51,379
(755) 1,70¢ 10,71¢
$ 400,18: $ 152,59¢ $ (140,319
I I I

Years Ended December 31,

2003

2002

2001

(In thousands)



OIBA:

IAC Travel $ 523,80t $ 279,77 $ 129,57-
Electronic Retailing
HSN U.S(c) 190,30: 163,12 137,36
HSN Internationa 32,64¢ (61,587 (27,799
Total Electronic Retailing 222,94¢ 101,54 109,56¢
Ticketing 144,50:. 108,06 74,29:
Personals 31,01¢ 28,39 14,71«
IAC Local Services 26,22; (32,29 (40,799
Financial Services and Real Estat 1,19;
Teleservices 12,46( (4,14¢ (5,23¢)
Interactive Development (3,779 (2,589 (1,469
Disengagemen (22,042 (31,76)) (4,050
Corporate and other (75,519 (55,519 (41,039
Intersegment Elimination(d) (755) (2,359 2,417
Total $ 860,06: $ 389,11¢ $ 237,97¢
I I I
Assets:
IAC Travel $ 9,156,95 $ 2,680,51. $ 643,83!
Electronic Retailing
HSN U.S 3,343,02! 3,439,17. 1,631,49
HSN Internationa 579,89¢ 450,45! 272,26:
Total Electronic Retailing 3,922,92 3,889,62 1,903,76:
Ticketing 1,529,39 1,240,633 1,109,66:
Personals 298,83( 93,39: 83,03:
IAC Local Services 442,27 96,75 209,21:
Financial Services and Real Estat 799,37 — —
Teleservices 419,36 439,33¢ 846,54!
Interactive Development 27 4 341
Corporate and other 5,017,44 7,218,73! 1,692,34!
Total $ 21,586,58 $ 15,658,99 $ 6,488,73
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Depreciation, amortization of intangibles and goodw, including
goodwill impairment and cable distribution fees:
IAC Travel $ 146,44 $ 76,43: % 48,66:
Electronic Retailing

HSN U.S 156,19! 138,24 124,29¢

HSN Internationa 14,22 9,30¢ 7,011
Total Electronic Retailing 170,41t 147,54¢ 131,30°
Ticketing 57,25¢ 38,78t 80,89'
Personals 23,64 7,66: 19,51¢
IAC Local Services 59,02( 53,91¢ 106,70(
Financial Services and Real Estat 17,41: — —
Teleservices 23,53( 58,18: 66,09¢
Interactive Development 5 — 40¢
Corporate and other 5,75¢ 9,88 7,13

Total $ 503,48: $ 392,410 % 460,71



Capital expenditures:
IAC Travel $ 55,22¢ % 49,95 $ 15,95:

Electronic Retailing

HSN U.S 27,49¢ 36,85( 42,61¢

HSN Internationa 4,90¢ 16,60: 6,031
Total Electronic Retailing 32,40: 53,45 48,64¢
Ticketing 38,24: 32,09t 24,46"
Personals 12,05« 5,52t 3,26¢
IAC Local Services 7,33¢ 4,40¢ 5,017
Financial Services and Real Estat 2,21« — —
Teleservices 11,57¢ 12,35¢ 24,94¢
Interactive Development 27 — —
Corporate and other 27,77¢ 4,26¢ 5,12(

Total $ 186,86! $ 162,05¢ $ 127,41

€) The Company has incurred costs at Expedia, Hotetsand Ticketmaster for investment banking, legal accounting fees related
directly to the mergers which are considered astiome. These costs were incurred solely in relatmthe mergers, but may not be
capitalized since Expedia, Hotels.com and Ticketeragere considered the targets in the transaédioaccounting purposes. These
costs do not directly benefit operations in any nenwould not normally be recorded by IAC if not the fact it already consolidated
these entities, and are all related to the sameagtion, as IAC simultaneously announced its tidarto commence its exchange offer
for the companies in 2002. The majority of costsfar advisory services provided by investmentskbes) and the amounts incurred in
2003 were pursuant to the same fee letters
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entered into by each company in 2002. Given thasiifs, IAC believes it is appropriate to consitiese costs as one-time.

(b) Pro forma adjustments to 2002 and 2001 represeritrthact of IAC's initial acquisition of a majorisfake in Expedia that occurred in
February 2002 as if the transaction occurred aseobeginning of the periods presented. Operatingme is presented on an actual
basis.

(c) Includes estimated revenue in 2001 generated byebldost by HSN following the sale of USA Broadaagtio Univision, which is
estimated to be $137.4 million.

(d) Precision Response provided call center servicethir IAC segments of $17.8 million, $9.9 milliand $7.1 million in 2003, 2002 a
2001, respectively. These amounts are eliminategdmsolidation.

The Company maintains operations in thaadhbtates, Germany, the United Kingdom, Canadabtret international territories.
Geographic information about the United Statesiatetnational territories for the years ended Deoen31, 2003, 2002, and 2001 are
presented below.

Years Ended December 31

2003 2002 2001

(In thousands)

Revenue
United State: $ 5,226,81. $ 3,972,55( $ 3,052,231
All other countries 1,101,30! 608,37¢ 382,33!

$ 6,328,110 $ 4,580,92! $ 3,434,57.



Long-lived asset:

United States $ 541,87: $ 548,997 $ 523,39(
All other countries 60,27¢ 48,49¢ 17,36:
$ 602,14¢ $ 597,49¢ $ 540,75:

NOTE 18 FINANCIAL INSTRUMENTS

The additional disclosure below of therastied fair value of financial instruments has baetermined by the Company using available
market information and appropriate valuation metiodies when available. The Company's financiariments include letters of credit and
bank guarantees. These commitments are in pldegititate the commercial operations of certain I&8ubsidiaries.

December 31, 200: December 31, 200:

Carrying Fair Carrying Fair
Amount Value Amount Value

(In thousands)

Cash and cash equivale $ 899,06: $ 899,06: $ 1,998,11. $ 1,998,11.
Restricted cas 31,35¢ 31,35¢ 40,69¢ 40,69¢
Long-term investment 2,855,03. 2,855,03. 3,010,71. 3,010,71.
Long-term obligation: (1,122,94) (1,231,20) (1,236,10) (1,280,61)
Derivative contract (10,129 (10,129 — —
Letters of credi — 49,32¢ — 38,947
Bank guarantee — 51,07¢ — 30,14:
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NOTE 19 MARKETABLE SECURITIES AND INVESTMENTS HE LD FOR SALE
At December 31, 2003, marketable secur#ieslable-for-sale were as follows (in thousands):
Gross Gross
Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

Auction rate preferred securiti $ 447,17¢  $ — 3 — 3 447,17¢
Foreign debt securitie 33,60¢ — (170 33,43t
U.S. Government and agenc 1,055,83! 867 (5,109 1,051,59
Non-US government securities and other fixed term
obligations 753,47¢ 93C (985) 753,42:
Corporate debt securitir 134,09¢ 53€ (529) 134,10t

Total debt securitie 1,977,01! 2,33t (6,799 1,972,55!

Total marketable securities $ 2,424,19" $ 233: $ (6,799 $ 2,419,73!

I I I I

The gross unrealized gains (losses) onablaifor sale securities noted above are recongedf a deferred tax benefit of $1,793 as of

December 31, 2003.

The contractual maturities of debt secesitilassified as available-for-sale as of DecerBbeP003 are as follows (in thousands):

Estimated Fair

Amortized Cost Values
Due in one year or let $ 465,80 $ 466,65
Due after one year through two ye 251,02¢ 252,09¢
Due after two through five yea 1,105,71! 1,100,01

Due over five year 154,46° 153,79:



Total $ 1,977,010 $ 1,972,55!

At December 31, 2002, marketable secsraieilable-for-sale were as follows (in thousands)

Gross Gross

Unrealized Unrealized Estimated

Cost Gains Losses Fair Value
Auction rate preferred securiti $ 471,70C $ — 3 — 3 471,70(
U.S. Government and agenc 226,91¢ 4,89¢ — 231,81¢

Non-US government securities and other fixed t

obligations 1,223,041 723 (227) 1,223,54.
Corporate debt securitir 2,00¢ — — 2,00(
Total debt securitie 1,451,95! 5,621 (221) 1,457,35!
Total marketable securities $ 1,923,651 $ 5621 $ (221) $ 1,929,05!

The gross unrealized gains (losses) orlaaifor sale securities noted above are recongtdf deferred tax expense of approximately
$2,100 as of December 31, 2003.
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NOTE 20 EQUITY INVESTMENTS IN UNCONSOLIDATED SUB SIDIARIES

At December 31, 2003, IAC beneficially ownd4% of the partnership common equity of VUE sptertain preferred interests which
were acquired May 7, 2002. This common intereatounted for using the equity method. Due to itpeificance of the results of VUE in
relation to IAC's results, summary financial infation for VUE is presented below. In addition, dedifinancial statements for VUE will be
provided in an amendment to this Annual Report om10-K no later than March 30, 2004. The statdroéoperations data is recorded on a
one-quarter lag due to the timing of receiving infation from the partnership. For 2003 and 2002 rA€rded equity income (loss) of
$(224.5) million and $6.1 million, respectively.

During the first quarter of 2003, IAC rew=il the audited financial statements of VUE forytbar ended December 31, 2002, which
disclosed that VUE recorded in impairment chargegfmdwill and intangible assets and other longdiassets of $4.5 billion in the period
May 7, 2002 to December 31, 2002 based upon VUEagement's review of the estimated fair value of VA$of December 31, 2002. As
noted above, IAC records is 5.44% proportionateesb&the results of VUE on a one-quarter lag sodarge taken by IAC in the first quarter
of 2003 was approximately $245 million, before xabanefit of $96 million.

IAC holds preferred and common interestg WE. IAC believes that actions taken by Vivendiluding the pending sale to General
Electric, do not adversely affect the value of I&\@teferred interests in VUE, which are senioh®dommon interests in VUE, and the
terminal value of which, pursuant to the VUE agreats, do not vary based on the value of VUE's lassies. The Company's 5.44% common
interest is generally subject to a call right ofikémsal Studios beginning in 2007, and a put rifHAC beginning in 2010, in both cases based
generally on private market values at the time.

Summarized balances of the partnershigsifellows:

As of September 30, 2003
and for the Period
October 1, 2002 to September 30, 2003

(In thousands)

Current assel $ 2,249,25:
Non-current assel 14,822,46
Current liabilities 2,219,14.
Non-current liabilities 3,625,51!
Net sales 6,285,75.
Gross profil 2,113,42

Net loss (3,999,71)



At December 31, 2001, IAC beneficially owlrd5.7% of the outstanding common stock of HOT Neks GmbH and Subsidiaries ("H(
Networks™), a German stock corporation, the sulbsiels of which operate electronic retailing op@nadiin Europe. This investment w
accounted for using the equity method until comkadion in the third quarter of 2002. Due to thenffigance of the results of HOT Networks
relation to IAC's results for 2002 prior to conslaliion, summary financial information for HOT Netiks is presented below. In addition, the
audited financial statements of HOT Networks far ylear ended December 31, 2002 have been inclidad exhibit to this
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Form 10-K. As of July 2002, IAC owns 100% of thauitg of HOT Networks and thus the balances are clithested from that date forward.

As of and for the
years ended December 31,

2002 2001
(In thousands)

Current assel $ 26,68 $ 38,64¢
Non-current assel 200,77¢ 152,40¢
Current liabilities 20,34: 61,92/
Non-current liabilities 550,30: 248,44¢
Net sales 63,22¢ 19,59¢
Gross profil 40,63 2,85:
Net loss (182,20¢) (108,059

Summarized aggregated financial informafmrthe Company's remaining equity investmenttuidiog Jupiter Shop Channel, TVSN
(China), TM Mexico, TM Australia and GL Expedia @fce) as of and for the year ended December 3limisnarized below:

2003 2002 2001

(In thousands)

Current assel $ 134,57¢ $ 107,93 $ 65,92:
Non-current assel 60,02( 48,18¢ 32,26¢
Current liabilities 92,72¢ 78,53( 35,59¢
Non-current liabilities 35,78¢ 27,85 10,14«
Net Sales 360,47( 261,18! 195,09(
Gross profil 147,99: 33,99. 24,90°
Net income (loss 7,98t (24,58% 1,901

The following is a list of investments aaoted for under the equity method, the principatketthat the venture operates, and the rele
ownership percentage:

2003 2002 2001
HOT Networks (Europe)(e N/A 46.7% 46.7%
Jupiter Shop Channel (Japs 30.(% 30.(% 30.(%
TVSN (China) 21.(% 21.(% 21.(%
VUE (U.S.)(b) 5.40% 5.44% —
TM Mexico 50.(% 49.(% 50.(%
TM Australia (c) 50.(% 50.(% 50.(%
GL Expedia (France 47.(% 47.(% —

(@  The Company acquired 100% of the equity of HOT Meks in July 2002, and thus consolidated from ttzdé forward

(b) The Company acquired its interest in May 2C

(c) The Company acquired its interest in December 19BBugh June 2001 the Company exercised conterl ©W Australia and its
assets, liabilities and results of operations veeresolidated. In the third quarter of 2001, certaghts were relinquished and the
Company no longer exercised control over TM Augrahd, accordingly, the entity was deconsolidated effective the third quarter
2001 has been accounted for under the equity methadcounting.
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NOTE 21 DISCONTINUED OPERATIONS

During the second quarter of 2003, ECSIeS8ligk, Inc. and Avaltus, Inc., a subsidiary of @Rceased operations due to the lack of
consumer acceptance in the marketplace as welhasgement concerns about the viability of the lmssias. Accordingly, the results of
operations and statement of position of these legses are presented as discontinued operatioal f@riods presented. See below for
"Results of Discontinued Operations".

Sale of USA Broadcasting

In August 2001, the Company completediievjpusly announced sale of all of the capital lstoccertain USA Broadcasting ("USAB")
subsidiaries that own 13 full-power television istas and minority interests in four additional fplbwer stations to Univision
Communications Inc. ("Univision"). Total cash preds were $1.1 billion, of which $510.4 million wedlected in fiscal year 2001 and
$589.6 million in January 2002. The gain on the sdlthe stations was $517.8 million, net of taX$877.4 million. USAB is presented as a
discontinued operation for all periods presented.

Contribution of the USA Entertainment Group to VUE

On May 7, 2002, IAC completed its previgushnounced transaction with Vivendi to createiatjeenture called VUE. VUE is controll¢
by Vivendi and its subsidiaries, with the commoteiasts owned 93.06% by Vivendi and its subsidiaBed4% by IAC and 1.5% by
Mr. Diller, Chairman and CEO of IAC (economic irgets in a portion of his common interests have lassigned by Mr. Diller to three
executive officers of IAC).

In connection with the VUE Transaction, 1&@d its subsidiaries received the following atdlusing: (i) approximately $1.62 billion in
cash, debt-financed by VUE, subject to tax-defetredtment for a 15-year period, (ii) a $750 milliace value Class A preferred interest in
VUE, with a 5% annual paid-in-kind dividend andGy&ar term, to be settled in cash at its then f@abee at maturity; (iii) a $1.75 billion face
value Class B preferred interest in VUE, with a&%4.dnnual paid-in-kind dividend, a 3.6% annual adisidend, callable and puttable after
20 years, to be settled by Vivendi at its then eted face value with a maximum of approximatel\656illion IAC common shares, provided
that Vivendi may substitute cash in lieu of sharEBAC common stock (but not IAC Class B commoncklp at its election; (iv) a 5.44%
common interest in VUE, generally callable by Umsag after five years and puttable by IAC aftetheigears, which may be settled in either
Vivendi stock or cash, at Universal's election, @rjca cancellation of Universal's USANi LLC intsts that were exchangeable into IAC
common shares, including USANi LLC interests obgdifrom Liberty in connection with a related tract&an. In connection with the
transaction, IAC retired approximately 320.9 millidSANi LLC shares previously owned by Vivendi, ibley reducing IAC's fully diluted
shares to approximately 472 million shares as né 30, 2002.

Related to the transaction, Liberty excteah@,079,726 shares of USANi LLC for shares of lég@@nmon stock, and subsequently
transferred to Universal 25 million shares of IA@wamon stock, its remaining 38,694,982 shares of NiSA.C, as well as the assets and
liabilities of Liberty Programming France (whichrist primarily of 4,921,250 shares of multiThematéis S.A., a French entity), in exchange
for 37,386,436 Vivendi ordinary shares.

IAC contributed to VUE USA Cable, which lndes USA Network, SCI FI Channel, TRIO and Newddiémternational; Studios USA,
which produces and distributes television prograngnUSA Films, which produces and distributes filidazendi contributed the film,
television and theme park businesses of its sudrgidUniversal Studios, Inc. In addition, IAC isdue a subsidiary of Vivendi
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ten-year warrants to acquire shares of IAC comntocksas follows: 24,187,094 shares at $27.50 parest24,187,094 shares at $32.50 per
share; and 12,093,547 shares at $37.50 per sheamy. Biller, IAC's chairman and chief executiveiofr, received a common interest in VUE
with a 1.5% profit sharing percentage, with a mimimvalue of $275.0 million (economic interests ipaation of his common interests have
been assigned by Mr. Diller to three executiveceifs of IAC), in return for his agreeing to spesfinon-competition provisions and agreeing
to serve as chairman and chief executive officef @E. IAC and Mr. Diller have agreed that they witht compete with Vivendi's television
and filmed entertainment businesses (including ViER minimum of 18 months. Mr. Diller served dmitman and chief executive officer of
VUE from May 2002 until March 2003. The transactias been accounted for as an asset sale.

IAC's contribution of businesses to VUE dinel receipt of consideration by IAC results inaditer tax gain of $2.4 billion. The gain was
determined as follows (in thousands):

Estimated fair value
Class A preferred interest in VU $ 514,00(
Class B preferred interest in VU 1,428,53
Common interest in VUI 1,000,001



Cash 1,618,71
Estimated ste-up in fair value of Home Shopping resulting fronmcellation of USANI

LLC shares 1,213,871
Total book value of consideratic 5,775,111
Entertainment net assets sold, net of minorityrést (498,04¢)
Transaction cosl (29,54
Pre-tax gain 5,247,52
Tax providec (2,058,34)
Taxable gain before allocation to warrant ve 3,189,18.
Fair value of warrant (810,879
Gain on transactio $ 2,378,31.

I

As a result of the step-up in the fair wabf Home Shopping resulting from the cancellabbtUSANi LLC shares of $1.2 billion, the
Company obtained an independent valuation of thetasgnd liabilities acquired, including identifioa of intangible assets other than
goodwill, which identified $487.7 million of intaftge assets, including $285.4 million for trade manfindefinite lived asset), and definite
lived assets of $144.5 million for distribution agments, $30.3 million for merchandise agreem&2%.9 million for technology and
$3.7 million for customer lists. Intangible assetth definite lives will be amortized over a weightaverage life of 4 years. None of the
amounts allocated to goodwill or intangible assetstax deductible. The Company recorded no adprssrto the historical carrying value of
assets and liabilities, other than to goodwill artdngible assets, as a result of the step-upiirvédue.

Results of Discontinued Operations

ECS, Styleclick, Inc., Avaltus, Inc., th&H Entertainment Group and USAB are presentedsz®diinued operations for all applicable
periods presented. The revenues and net incomef thes
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effect of any minority interest for the aforementd discontinued operations for the applicablegussiwere as follows:

Year Ended December 31

2003 2002 2001

(In thousands)

Net revenue $ 9,43¢ $ 633,74¢ $ 1,858,54.
Income before tax and minority intert (5,049 69,66¢ 342,62!
Tax benefit (expenst 52,02 34,83¢ (99,69¢)
Minority interest (6,236 (70,320 (205,170)
Net income $ 40,73¢ $ 34,18 $ 37,75¢

| I

During the three months ended March 3112QBA Entertainment Group recorded expense of 88llbn related to the cumulative
effect of adoption of SOP 00-2 "Accounting By Proelts or Distributors of Films."

NOTE 22 EARNINGS (LOSS) PER SHARE
The following table sets forth the compigiatof Basic and Diluted earnings per share.

Year Ended December 31

Earnings (loss) from continuing operations before emulative effect of
accounting change available to common shareholders: 2003 2002 2001

(In thousands)



Numerator:

Earnings (loss) from continuing operatic $ 126,65 $ 1997 $ (162,81)
Preferred stock dividenc (23,055 (11,759 —
Net earnings (loss) available to common sharehs 113,60: (9,7672) (162,81)
Effect of dilutive securitie (6,155 (5,296 —
Net earnings (loss) available to common sharehsldier assumed conversic $ 107,44° $ (15,059 $ (162,81)
I I I
Denominator:
Basic shares outstandil 600,06: 426,31 374,10:
Other dilutive securities including stock optiomsrrants and restricted stock an
share unit: 43,26¢ — —
Denominator for basic and diluted earnings pere—weighted average shares 643,33: 426,31 374,10:
I I I
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Year Ended December 31,
Earnings (loss) before cumulative effect of accouimg change available tc
common shareholders: 2003 2002 2001
(In thousands)
Numerator:
Earnings (loss) before cumulative effect of accmgnthange $ 167,39t $ 2,414,49. $ 392,79!
Preferred stock dividenc (13,059 (12,759 —
Net earnings (loss) available to common sharehs 154,34 2,402,73. 392,79
Effect of dilutive securitie (6,15%) (5,29¢) —
Net earnings (loss) available to common sharehslditer assumed conversic $ 148,18t $ 2,397,43 % 392,79!
I I I
Denominator:
Basic shares outstandil 600,06: 426,31 374,10:
Other dilutive securities including stock optiomgrrants and restricted stock an
share unit: 43,26¢ — —
Denominator for basic and diluted earnings pere—weighted average shares 643,33: 426,31 374,10:
I I I
Net income available to common shareholder:
Numerator:
Net income available to common shareholc $ 167,39t $ 1,953,100 $ 383,60t
Preferred stock dividenc (13,059 (12,759 —
Net income available to common shareholc 154,34 1,941,34. 383,60¢
Effect of dilutive securitie (6,15%) (5,29¢) —
Net income available to common shareholders afienraed conversior $ 148,18t $ 1,936,04: $ 383,60¢
I I I
Denominator:
Basic shares outstandil 600,06: 426,31 374,10:
Other dilutive securities including stock optiomsrrants and restricted stock &
share unit: 43,26¢ — —
Denominator for basic and diluted earnings pere—weighted average shares 643,33: 426,31 374,10:
I I I
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Year Ended December 31

Income (loss) per share

2003 2002 2001
(In thousands)
Basic earnings per share from income (loss) frontioaing operation $ 0.1¢ $ (0.02) $ (0.49
Gain on contribution of USA Entertainment to VUIEt 1of taxes — 5.5¢ —
Gain on disposal of Broadcasting stations, neaxé$ — — 1.3¢
Discontinued operations, net of ta 0.07 0.0¢ 0.1C
Basic earnings per share from income (loss) frontinaing operations before cumulati
effect of accounting chang 0.2¢ 5.64 1.0t
Cumulative effect of accounting change, net of $ — (2.0¢) (0.02)
Basic earnings per share from net income (| $ 026 $ 458 $ 1.02
.| .| .|
Diluted earnings per share from income (loss) framtinuing operation $ 017 $ 0.0 $ (0.49)
Gain on contribution of USA Entertainment to VUIEt 1of taxes — 5.5¢ —
Gain on disposal of Broadcasting stations, netxé$ — — 1.3¢
Discontinued operations, net of ta 0.0€ 0.0¢ 0.1C
Diluted earnings per share from income (loss) framtinuing operations before
cumulative effect of accounting char 0.2 5.62 1.0t
Cumulative effect of accounting change, net of — (1.0¢) (0.02)
Diluted earnings per share from net income (I $ 02: $ 452  $ 1.0¢
.| .| .|

€) Because the Company had a loss from continuingatipes available to common shareholders in 200228@d., all potentially dilutive
securities are not included in the denominatoictonputing dilutive earnings per share, since timefract on earnings per share from
continuing operations would be anti-dilutive. Ircamdance with SFAS 128, the same shares are useanpute all earnings per share
amounts. Securities that could potentially diluasib EPS in the future that were not included aftlily diluted computation in 2003,

2002 and 2001 amounted to 19.4 million, 43.9 millald 30.1 million, respectively.
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NOTE 23 NOTES OFFERING AND GUARANTOR AND NON-GUARANTOR FINANCIAL INFORMATION

In December 2002, the Company issued $7Bdlidn aggregate principal amount of 7.0% Semiotes (see Note 5) The notes, by their
terms, are fully and unconditionally guaranteed8ANi LLC (the "Guarantor"). USANi LLC is wholly omed by the Company.

The following tables present condensed alichsting financial information for the years end@dcember 31, 2003, 2002, and 2001 for:
(1) the Company on a stand-alone basis, (2) theddt@, USANIi LLC, on a stand-alone basis, (3)¢bebined non-guarantor subsidiaries of
the Company (including the subsidiaries of USANIQ.[collectively, the "Non-Guarantor Subsidiarieat)d (4) the Company on a

consolidated basis.

As of and for the year ended December 8032

USANI Non-Guarantor Total IAC
IAC LLC Subsidiaries Eliminations Consolidated
(In thousands)
Balance Sheet as ¢
December 31, 2003:
Current assel $ 4384: $ 2,172,120 $ 1,999,000 $ — % 4,214,971
Property and equipment, r 11,65¢ 461,51¢ — 473,17

Goodwill and other intangibl



assets, ne — — 13,805,65 — 13,805,65

Investment in subsidiarie 17,872,12 2,376,75! (25,177 (20,223,69) —

Other asset 110,73t 2,668,15 313,54! — 3,092,43

Net nor-current assets of

discontinued operatior — — 34C — 34C

Total assets $ 18,026,70 $ 7,228,69. $ 16,554,89 $ (20,223,69) $ 21,586,58
I I I I I

Current liabilities $ (46,649 $ 82,63t $ 1,815,993 $ 10,29 $ 1,862,11!

Net current liabilities o

discontinued operatior — — 16,06: — 16,06:

Long-term debt, less current

portion — 1,109,191 10,90: — 1,120,09

Other liabilities and minorit

interest 1,960,42! 873 782,87: 22 2,744,19!

Intercompany liabilities 268,80¢ 615,72: (884,53() — —

Common stock exchangeable

preferred interes 1,428,533l — — — 1,428,53

Interdivisional equity — — 15,253,05 (15,253,05) —

Shareholders' equil 14,415,58 5,420,36! (439,409 (4,980,96) 14,415,58

Total liabilities and

shareholders' equity $ 18,026,70 $ 7,228,69. $ 16,554,89 $ (20,223,69) $ 21,586,58
I I I I I

137

Statement of operations for the

year ended December 31, 2003

Revenue $ — 3 — 3 6,328,111 $ — 3 6,328,11i

Operating expenst (2,917 (180,74%) (5,744,27) — (5,927,93)

Interest income (expense), (15,167 54,03( 44,04¢ — 82,90¢

Other income (expens 144,74 (72,985 (2,45%) (291,00 (220,70)

Provision for income taxe — — (70,69)) — (70,69

Minority interest — — (18,519 (46,530 (65,049

Earnings (loss) from continuir

operations 126,65 (199,700 537,23. (337,53) 126,65

Discontinued operations, net

tax 40,73¢ — 40,73¢ (40,739 40,73¢

Net income (loss 167,39t (199,700 577,97: (378,27) 167,39t

Preferred dividen: (13,05%) — — — (13,059

Net income (loss) available

common shareholde $ 154,34: % (199,700 $ 577,97. $ (378,27) $ 154,34:
I I I I I

Cash flows for the year ended

December 31, 2003:

Cash flows (used in) provided |

operations $ (31,19¢ $ (37,089 $ 1,372,94 $ — $ 1,304,66:

Cash flows used in investing

activities (724,799 (825,96 (219,309) — (1,770,07)

Cash flows provided by (used ir

financing activities 828,45¢ (99,070 (1,297,02) — (567,64()

Net cash used by discontinu

operations (72,46) — (23,179 — (85,637)

Effect of exchange rate chanc

on cash and cash equivale — — 19,62« — 19,62

Cash at beginning of peric — 1,485,75: 512,36( — 1,998,11.




Cash at end of peric

$ —

$ 523,63t

$ 375,42t %

$ 899,06:
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As of and for the year ended December 8022
USANI Non-Guarantor Total IAC
IAC LLC Subsidiaries Eliminations Consolidated
(In thousands)

Balance Sheet as ¢
December 31, 2002:
Current asset $ 18,79¢ $ 2,690,87. $ 1,906,39: $ — 4,616,06:
Net current assets of discontint
operations — — 8,07¢ — 8,07¢
Property and equipment, r — 24,17: 406,07! — 430,24°
Goodwill and other intangibl
assets, ne 1,617,61: — 5,638,29! — 7,255,91.
Investment in subsidiarie 8,846,73! 3,051,101 — (11,897,84) —
Other asset 206,35¢ 2,823,72 310,21! (2,435 3,337,86
Net nor-current assets of
discontinued operatior — — 10,82t — 10,82t
Total assets $ 10,689,50 $ 8,589,87 $ 8,279,88" $ (11,900,27) $ 15,658,99

I I I I I
Current liabilities $ 186,94¢ $ 27,55¢ $ 1,316,05¢ $ (651) $ 1,529,91
Net current liabilities o
discontinued operatior — — 24,71 — 24,71
Long-term debt, less current
portion — 1,201,97! 9,16¢ — 1,211,14!
Other liabilities and minorit
interest 2,249,40: — 724,01( 559,81¢ 3,533,22!
Intercompany liabilitie: (1,106,83) 935,06¢ 171,77: — —
Common stock exchangeable
preferred interes 1,428,53! — — — 1,428,53!
Interdivisional equity — — 6,941,45 (6,941,451 —
Shareholders' equil 7,931,46. 6,425,27 (907,29() (5,517,98) 7,931,46.
Total liabilities and
shareholders' equity $ 10,689,50 $ 8,589,87 $ 8,279,88" $ (11,900,27) $ 15,658,99

I I I I I
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Statement of operations for the
year ended December 31, 2002
Revenue $ — $ — 3 4,580,92! $ — $ 4,580,92!
Operating expenst (7,09¢) (48,657) (4,372,571 — (4,428,32)
Interest income (expense), (14,457) 42,59: 41,99: — 70,13:
Other income (expens 23,547 (160,729 (104,41)) 132,06( (209,53)
Provision for income taxe — — (65,127 — (65,127
Minority interest — — (1,999 (44,080 (46,079
Earnings (loss) from continuir
operations 1,997 (166,79 78,81: 87,98( 1,997
Discontinued operations, net
tax 34,18 33,231 25,03t (58,277) 34,18«
Gain on sale of Entertainme 2,378,31. — — — 2,378,31.



Cumulative effect of accounting
change, net of ta

Net income (loss
Preferred dividen:

Net earnings (loss) available
common shareholde

Cash flows for the year ended
December 31, 2002:

Cash flows (used in) provided b
operations

Cash flows provided by (used i
investing activities

Cash flows provided by (used ir
financing activities

Net cash used by discontinu
operations

Effect of exchange rate chanc
on cash and cash equivale
Cash at beginning of peric

Cash at end of peric

(461,38) — (461,38) 461,38 (461,38)
1,953,10: (133,55 (357,547 491,09 1,953,10:
(11,759 — — — (11,759

$ 1,941,34. $ (133,55) $ (357,54) $ 491,09 $ 1,941,34.
e — | —— S——— — S——
$ (193,530 $ (600,38) $ 1572,39. $ — 3 778,48
13,08: 910,97 (654,42 47,00( 316,63

180,44¢ 971,88: (432,810 (47,000 672,52

— — (172,83)) — (172,83)

— — 11,13: — 11,13

— 203,26: 188,91 — 392,17

$ — $ 148573 $ 512,37¢ $ — % 1,998,11.
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As of and for the year ended December 8012
USANI Non-Guarantor Total IAC
IAC LLC Subsidiaries Eliminations Consolidated
(In thousands)

Statement of operations for the
year ended December 31, 2001:
Revenue $ — 3 — 3 3,434,557 $ — 3 3,434,57.
Operating expenst (20,725 (34,159 (3,530,01) — (3,574,88)
Interest expense, n (21,759 4,65( (2,23¢) — (19,34
Other (expense) incon (130,329 (9,537) (40,259 130,32¢ (49,799
Provision for income taxe — — (9,187 — (9,187
Minority interest — — 38,51 17,31¢ 55,83:
Earnings (loss) income from
continuing operation (162,81)) (39,04) (108,607 147,64« (162,81)
Discontinued operations, net of t 37,75¢ 67,75: 37,75¢ (105,51) 37,75¢
Gain on disposal of Broadcasting
Stations, net of ta 517,84 — — — 517,84
Cumulative effect of accounting
change from discontinued
operations, net of ta (9,187 6,47( (9,187) 2,717 (9,187)
Net earnings (loss) available
common shareholde $ 383,60¢ $ 35,18. $ (80,03) $ 44,85( $ 383,60t

I I I I I
Cash flows for the year ended
December 31, 2001:
Cash flows (used in) provided |
operations $ (36,11¢ $ (25,770 $ 431,168 $ — $ 369,27¢
Cash flows provided by (used i
investing activities 31,99¢ (568,87Y) 15,02 — (521,859



Cash flows provided by (used in)

financing activities 4,127 745,34¢ (742,51 — 6,954
Net cash used by discontinu

operations — — 322,34. — 322,34.
Effect of exchange rate changes

cash and cash equivale — (417) (3,246 — (3,669)
Cash at the beginning of the peri — 52,97¢ 166,14 — 219,12:
Cash at the end of the peri $ — $ 203,26: $ 188,91: $ — $ 392,17t

NOTE 24 RECONCILIATION OF NON-GAAP MEASURE

The following table reconciles Operatingdme before Amortization to operating income (Idesthe Company's reporting segments
to net earnings available to common shareholdetstah (in millions, rounding differences may occur

For the year ended December 31, 200

Operating Amortization
Income before of non-cash Merger Operating
Amortization items Costs income (loss)
IAC Travel $ 523.¢ $ (165.9) $ a17 $ 347.(
HSN U.S. 190.: (50.8) — 139.t
HSN Internationa 32.¢ 2.3 — L&
Ticketing 144.F (27.9 (0.2) 116.
Personal: 31.C (16.9) — 14.1
IAC Local Service: 26.2 (55.6¢) — (29.9
Financial Services and Real Est 1.2 17.7) — (16.5)
Teleservice! 12.t — — 12.¢
Interactive Developmet 3.9 (2.3 — (5.9
Corporate expense and other adjustm (75.5) (110.5) — (186.0)
Disengagement expens (22.0) — — (22.0
Intersegment Eliminatio 0.9 — — (0.8)
TOTAL $ 860.1 $ (448.0)) $ (11¢) $ 400.2
I I .|
Other expenses, n (137.9)
Earnings from continuing operations before income$ and minority intere 262.¢
Income tax expens (70.7)
Minority interest (65.0
Earnings from continuing operatio 126.7
Discontinued operatior 40.7
Earnings before preferred divide 167.<
Preferred dividen (13.2)
Net earnings available to common sharehol $ 154.:
I
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For the year ended December 31, 2002:

Operating Amortization
Income before of non-cash Merger Pro Forma Operating
Amortization items Costs Adjustments(a) income (loss)

IAC Travel $ 279.6 $ (919 $ (29 $ 77 $ 177.¢
HSN U.S. 163.1 (32.6) — — 130.F



HSN Internationa (61.€) (0.7) — (62.9)
Ticketing 108.1 (11.7) — 96.¢
Personal: 28.4 (5.9) — 22.€
IAC Local Service: (32.9) (48.9) (5.6) (86.%)
Teleservice! (4.2 (22.2) — (26.9
Interactive Developmet (2.6) (2.9 — (5.9
Corporate expense and oth
adjustment: (55.5 (9.9 — (64.9
Disengagement expens (31.¢) — — (31.¢
Intersegment Eliminatio (2.9 4.1 — 1.7
TOTAL $ 389.1 $ (220.9 $ (79 $ 7.7 $ 152.¢
I I | I
Other expenses, n (39.9)
Earnings from continuing operations before income$ and minority intere 113.2
Income tax expens (65.1)
Minority interest (46.7)
Earnings from continuing operatio 2.C
Gain on contribution of USA Entertainment to VI 2,378.:
Discontinued operatior 34.z
Earnings before cumulative effect of acct. cha 2,414
Cumulative effect of accounting chan (461.9
Earnings before preferred divide 1,953.:
Preferred dividen: (11.¢)
Net earnings available to common sharehol $ 1,941
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For the year ended December 31, 2001:
Operating Amortization
Income before of non-cash Pro Forma Operating income
Amortization items Adjustments(a) (loss)

IAC Travel $ 129.¢ $ (63.9 $ (49.¢) 15.¢
HSN U.S. 137.¢ (33.9) — 103.¢
HSN Internationa (27.¢) (0.5) — (28.9)
Ticketing 74.5 (59.1) — 15.2
Personal: 147 (23.¢) — (8.9)
IAC Local Service (40.9) (209.9 — (150.%)
Teleservice! (5.2 (35.]) — (40.9)
Interactive Developmer (1.5 (0.5 — (2.0
Corporate expense and otl
adjustment: (41.0 (10.9) — (51.9)
Disengagement expens 4.7 — — (4.7
Intersegment Eliminatio 2.4 8.2 — 10.7

TOTAL $ 238.( $ (3285 $ (49.9) (140.9

I I I

Other expenses, n (69.1)
Loss from continuing operations before income taa@s minority interes (209.%)
Income tax expens (9.2
Minority interest b5.¢
Loss from continuing operatiol (162.¢)
Gain on sale of broadcasting stati 517.¢
Discontinued operatior 37.¢
Earnings before preferred divide 392.¢



Cumulative effect of accounting change, net of (9.2)

Net earnings available to common sharehol $ 383.€

(a) Pro forma adjustments to 2002 and 2001 represeritrthact of IAC's initial acquisition of a majorisgake in Expedia which occurred
in February 2002 as if the transaction occurreti@beginning of the periods presented.
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Item 9. Changes in and Disagreements with Accountants orcéanting and Financial Disclosures
Not applicable.
Item 9A. Controls and Procedures

The Company monitors and evaluates on agoomg basis its disclosure controls and interioaitiol over financial reporting in order to
improve their overall effectiveness. In the courgéhis evaluation, the Company modifies and refiite internal processes as conditions
warrant.

As required by Rule 13a-15(b), IAC managemiacluding the Chief Executive Officer and Chighancial Officer, conducted an
evaluation as of the end of the period coverechis/report, of the effectiveness of the Companigsldsure controls and procedures as defined
in Exchange Act Rule 13a-15(e). Based on this ex@ln, the Chief Executive Officer and Chief Finesh©fficer concluded that the
Company's disclosure controls and procedures wezetige as of the end of the period covered by teport. As required by Rule 13a-15(d),
IAC management, including the Chief Executive Gifiand the Chief Financial Officer, also conduaadevaluation of the Company's intel
control over financial reporting to determine wheetlhiny changes occurred during the period coveyaHib report that have materially
affected, or are reasonably likely to materiallieaf, the Company's internal control over financédorting. Based on that evaluation, there has
been no such change during the period coveredibyehort.
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PART IlI

The information required by Part 11l (Iterb8, 11, 12, 13 and 14) has been incorporatedrbyeieference to IAC's definitive Proxy
Statement to be used in connection with its 2004uah Meeting of Stockholders, or the 2004 ProxyeSteent, as set forth below, in
accordance with General Instruction G(3) of ForrK10

Item 10. Directors and Executive Officers of the Registrant

Information relating to directors and extacel officers of IAC is set forth in the sectiontigled "Election of Directors and Management
Information" in the 2004 Proxy Statement and i©iporated herein by reference.

Item 11. Executive Compensation

Information regarding compensation of dioes and executive officers of IAC is set forthtlie section entitled "Executive Compensati
in the 2004 Proxy Statement and is incorporatedihdry reference.

Item 12. Security Ownership of Certain Beneficial Owners aMbBnagement

Information regarding ownership of IAC CommStock, Class B Common Stock and Preferred Stndksecurities authorized for
issuance under IAC's equity compensation planstifosth in the section entitled "Security Ownepsbf Certain Beneficial Owners and
Management and Related Stockholder Matters" ir2€@ Proxy Statement and is incorporated hereirefgrence.

Item 13. Certain Relationships and Related Transactions

Information regarding certain relationshéusl related transactions with IAC is set fortlthia section entitled "Certain Relationships



Related Party Transactions" in the 2004 Proxy 8tat# and is incorporated herein by reference.
Item 14. Principal Accountant Fees and Services

Information regarding the fees and servafd#\C's independent auditors is set forth in skeetion entitled "Fees Paid to Our Independent
Auditors"” in the 2004 Proxy Statement and is inoogped herein by reference.
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PART IV
Item 15. Exhibits, Financial Statement Schedules and Repoots Form 8-K
(@) List of Documents filed as part of this Report
(1)—Consolidated Financial Statements
Report of Independent Auditors: Ernst & Young LLP.
Consolidated Statement of Operations for the YEaded December 31, 2003, 2002 and 2001.
Consolidated Balance Sheets as of December 31,&0032002.
Consolidated Statement of Stockholders' EquityttierYears Ended December 31, 2003, 2002 and 2001.
Consolidated Statements of Cash Flows for the YEaded December 31, 2003, 2002 and 2001.
Notes to Consolidated Financial Statements.
(2)—Consolidated Financial Statement Scheedu

Schedule
Number

Il Valuation and Qualifying Accoun

All other financial statements and scheslulet listed have been omitted since the requirimation is included in the Consolidated
Financial Statements or the notes thereto, ortispplicable or required.

(3)—Exhibits

The documents set forth below, numbereatoordance with Item 601 of Regulation S-K, aredfiherewith or incorporated herein by
reference to the location indicated.

Exhibit
Number Description Location

2.1 Agreement and Plan of Merger, dated as of  Exhibit 2.1 to Amendment No. 1 to the
October 9, 2002, by and among the Registrai Registrant's Registration Statement on Form S-4
Merger Corp. and Ticketmaster. (SEC File No. 333-101199), filed on
December 17, 2002 (included as Appendix A to
the proxy and information statement/prospectus
included in the Registration Statemel
2.2 Agreement and Plan of Merger, dated as of  Exhibit 2.1 to the Registrant's Registration
November 11, 2002, by and among Statement on Form S-4 (SEC File No. 333-
Registrant, Red Wing, Inc. and Entertainment 102119), filed on December 23, 2002.
Publications, Inc
2.2 Amendment to Agreement and Plan of Mer¢  Exhibit 2.2 to Amendment No. 1 to tl
dated as of January 3, 2003, by and among theRegistrant's Registration Statement on Form S-4
Registrant, Red Wing, Inc. and Entertainment (SEC File No. 333-102119), filed on



Publications, Inc February 13, 200:
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2.4

2.€

2.8

3.1

3.2

4.1

Agreement and Plan of Merger, dated as of  Exhibit 2.1 to Amendment No. 1 to the

March 18, 2003, by and among the Registrant, Registrant's Registration Statement on Form S-4

Equinox Merger Corp. and Expedia, Inc. (SEC File No. 333-104973), filed on July 10,
2003 (included as Appendix A to the proxy and
information statement/prospectus included in the
Registration Statemen

Agreement and Plan of Merger, dated as of  Exhibit 2.1 to Amendment No. 1 to the

April 9, 2003, by and among the Registrant, = Registrant's Registration Statement on Form S-4

Hermitage Merger Corp. and Hotels.com. (SEC File No. 333-105014), filed on May 21,
2003 (included as Appendix A to the proxy and
information statement/prospectus included in the
Registration Statemen

Agreement and Plan of Merger, dated a Exhibit 2.1 to Amendment No. 1 to tl

May 5, 2003, by and among the Registrant, = Registrant's Registration Statement on Form S-4

Forest Merger Corp. and LendingTree, Inc. (SEC File No. 333-105876), filed on July 10,
2003 (included as Appendix A to the proxy and
information statement/prospectus included in the
Registration Statemen

Investment Agreement, dated as of Octobel  Appendix A to the Registrant's Definitive Pro

1997, among Universal Studios, Inc., HSN, Inc.Statement, dated January 12, 1998.

Home Shopping Network, Inc. and Liberty

Media Corporation, as amended and restated as

of December 18, 199

Amended and Restated Transaction Agreen  Exhibit 2.1 to the Registrant's Current Repor

dated as of December 16, 2001, among Vivendrorm 8-K, filed May 17, 2002.

Universal, S.A., Universal Studios, Inc., the

Registrant, USANi LLC and Liberty Media

Corporation,

Restated Certificate of Incorporation of IAC. xHibit 99.1 to the Registrant's Current Report
on Form K, filed on October 14, 200:

Amended and Restated Bylaws of IAC. Exhibitl9®@. the Registrant's Current Report
on Form &K, filed on September 20, 20C

Indenture, dated as of November 23, 1¢ Exhibit 4.1 to the Registrant's Registrat

among the Registrant, USANi LLC, the Statement on Form S-4 (No. 333-71305), filed

Guarantors party thereto, and The Chase on January 28, 1999.
Manhattan Bank, as Truste

4.2 Form of 63/ 4% Senior Notes due 2005. Exhibit B to Exhibit 4.1 to the Registrant's
Registration Statement on Form S-4 (No. 333-
71305), filed on January 28, 19¢
4.2 Indenture, dated as of December 16, 2002, Exhibit 4.1 to the Registrant's Registration
among the Registrant, USANi LLC, as Statement on Form S-4 (No. 333-102713), filed
Guarantor, and JPMorgan Chase Bank, as on January 24, 2003.
Trustee
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4.4 Form of 7% Senior Notes due 20: Exhibit B to Exhibit 4.1 to the Registran
Registration Statement on Form S-4 (No. 333-
102713), filed on January 24, 20(
4.€ Equity Warrant Agreement, dated as Exhibit 4.8 to the Registrant's Annual Report

4.8

February 4, 2002, between the Registrant and Form 10-K for fiscal year ended December 31,

The Bank of New York, as equity warrant age 2001.

Equity Warrant Agreement, dated as of Ma©  Exhibit 4.1 to the Registrant's Current Repor
2002, between the Registrant and The Bank of Form 8-K, filed May 17, 2002.

New York, as equity warrant age

Forms of Equity Warrant Agreement a Exhibits 4.2 and 4.4 to P«Effective

Optionholder Equity Warrant Agreement, in ~ Amendment No. 1 to the Registrant's
each case, between the Registrant and Mellon Registration Statement on Form S-4 (SEC File

Investor Services LLC, as equity warrantag  No. 33:-104973), filed on August 6, 200
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Equity and Bonus Compensation Agreement,
dated as of August 24, 1995, between Barry
Diller and the Registran

Exhibit 10.26 to the Registrant's Annual Report
on Form 10-K for the fiscal year ended
December 31, 199i

Amended and Restated 2000 Stock and AnnuaAppendix B to the Registrant's Definitive Proxy

Incentive Plan
Deferred Compensation Plan For -Employee
Directors.

Home Shopping Network, Inc. 1996 Stc
Option Plan for Employee

Silver King Communications, Inc. 1995 Stc
Incentive Plan

Silver King Communications, Inc. Directors'
Stock Option Plar

HSN, Inc. 1997 Stock and Annual Incentive
Plan.

Amended and Restated Governance Agreer

Statement, dated April 30, 20C

Exhibit 10.2 to the Registrant's Quarterly Rej
on Form 10-Q for the quarter ended June 30,
2000.

Exhibit A to the Home Shopping Definitiy
Proxy Statement, dated March 28, 1¢
Appendix G to the Registrant's Definitive Prc
Statement, dated November 20, 1€

Appendix H to the Registrant's Definitive Proxy
Statement, dated November 20, 1€

Appendix F to the Registrant's Definitive Proxy
Statement, dated January 12, 1¢

Appendix C to the Registrant's Definitive Prc

among the Registrant, Vivendi Universal, S.A., Statement, dated March 25, 2002.

Universal Studios, Inc., Liberty Media
Corporation and Barry Diller, dated as of
December 16, 200:

Amended and Restated Stockholders Agreel
among Universal Studios, Inc., Liberty Media
Corporation, Barry Diller and Vivendi Univers
S.A., dated as of December 16, 20
Employment Agreement between Julius
Genachowski and the Registrant, dated Augt
2000.

Appendix D to the Registrant's Definitive Prc
Statement, dated March 25, 2002.

Exhibit 10.43 to the Registrant's Annual Report
on Form 10-K for the fiscal year
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Exhibit 10.1 to the Registrant's Quarterly Rej

Agreement between Julius Genachowski and tloe Form 10-Q for the fiscal quarter ended

Registrant, dated as of September 30, 2
Employment Agreement between Dar
Marriott and the Registrant, dated March 1,
2002.

Employment Agreement between Shana Fi:

September 30, 200

Exhibit 10.1 to the Registrant's Quarterly Rej
on Form 10-Q for the quarter ended June 30,
2002.

Exhibit 10.1 to the Registrant's Quarterly Rej

and the Registrant, dated as of June 30, 2003. on Form 10-Q for the fiscal quarter ended

Blatt and the Registrant, dated as of Novemkt
2003.

June 30, 200z

10.1=*tResignation Agreement, dated as of February 5,

10.1¢€

10.1%

10.1¢
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2003, between Expedia, Inc. and Richard N.
Barton.

Shareholders Agreement, dated December 12,Exhibit 10.35 to the Registrant's Annual Report
1996, relating to Jupiter Shop Channel Co. Ltd.on Form 10-K for the fiscal year ended

among Jupiter Programming Co. Ltd., Home
Shopping Network, Inc. and Jupiter Shop
Channel Co. Ltd

Services and Trademark License Agreement,

December 31, 1996.

Exhibit 10.36 to the Registrant's Annual Report

dated as of December 12, 1996, between Homen Form 10-K for the fiscal year ended

Shopping Network, Inc. and Jupiter Shop
Channel Co. Ltd
Form of Spinoff Agreement between Liberty

December 31, 1996.

Appendix D to the Registrant's Definitive Proxy

Media Corporation and Universal Studios, Inc.,Statement, dated January 12, 1998.

dated as of October 19, 19¢
Amended and Restated Limited Partners

Exhibit 99.1 to the Registrants's Current Re|

Agreement of Vivendi Universal Entertainment on Form 8-K, filed May 17, 2002.

LLLP, dated as of May 7, 2002, by and among

USI Entertainment Inc., USANiI Holdings XX,

Inc., Universal Pictures International Holdings

BV, Universal Pictures International Holdings 2



10.2(

BV, NYCSpirit Corp. Il, the Registrant, USANi
Sub LLC, New-U Studios Holdings, Inc., Barry
Diller, Vivendi Universal, S.A. and Universal
Studios, Inc

Amendment No. 1, dated November 25, 200:

Exhibit 10.29 to the Registrant's Annual Report

the Amended and Restated Limited Partnershipn Form 10-K for the fiscal year ended
Agreement of Vivendi Universal Entertainment December 31, 2002.

LLLP, dated as of May 7, 2002, by and among
USI Entertainment Inc., USANiI Holdings XX,
Inc., Universal Pictures International Holdings
BV, Universal Pictures International Holdings 2
BV, NYCSpirit Corp. Il and the Registrat

150

10.21% Amendment No. 2, dated June 24, 2003, to the

21.1f
23.1f
23.2t
31.af

312t

32.1t%

32.2t%

99.1f

Amended and Restated Limited Partnership

Agreement of Vivendi Universal Entertainment
LLLP, dated as of May 7, 2002, by and among

USI Entertainment Inc., USANi Holdings XX,
Inc., Universal Pictures International Holdings
BV, Universal Pictures International Holdings
2BV, NYCSpirit Corp. Il, the Registrant,
USANi Sub LLC, New-U Studios Holdings,
Inc., Barry Diller and Universal Studios, Ir
Subsidiaries of IAC as of December 31, 2C
Consent of Ernst & Young LLF

Consent of Ernst & Young LLF

Certification of the Chief Executive Offici

pursuant to Rule 13a-14(a) or 15d-14(a) of the

Securities Exchange Act of 1934, as adopted

pursuant to Section 302 of the Sarbanes-Oxley

Act of 2002.
Certification of the Chief Financial Offic

pursuant to Rule 13a-14(a) or 15d-14(a) of the

Securities Exchange Act of 1934, as adopted

pursuant to Section 302 of the Sarbanes-Oxley

Act of 2002.
Certification of the Chief Executive Offic

pursuant to 18 U.S.C. Section 1350 as adopted
pursuant to Section 906 of the Sarbanes-Oxley

Act of 2002.
Certification of the Chief Financial Officer

pursuant to 18 U.S.C. Section 1350 as adopted
pursuant to Section 906 of the Sarbanes-Oxley

Act of 2002.

Consolidated Financial Statements and Rept
Independent Auditors of H.O.T. Networks
GmbH and Subsidiaries for the years ended
December 31, 2002, 2001 and 20

99.2tt1Audited Financial Statements of Viver

Universal Entertainment LLLF

Reflects management contracts and management esatiodicompensatory plar

T Filed herewith.
tt  Furnished herewith.
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(b) Reports on Form-K filed during the quarter ended December 31, 2

On October 14, 2003, IAC filed a reportkorm 8-K, reporting under Item 5, "Other Events &adjulation FD Disclosure," announcing
that IAC's Board of Directors had approved theateshent of IAC's Certificate of Incorporation anthehing the Restated Certificate of
Incorporation.

On November 5, 2003, IAC filed a reportkorm 8-K, reporting under Item 9, "Other Events &edjulation FD Disclosure" and Item 12,
"Results of Operations and Financial Conditiontaeting a press release announcing its resulthéoquarter ended September 30, 2003 and
other financial information under Item 9, "Otherdis and Regulation FD Disclosure,"attaching supplgal information.

On November 12, 2003, IAC filed a reportFmrm 8-K, reporting under Item 9, "Other Eventd &egulation FD Disclosure," attaching
financial presentations and reconciliations fronClkvestor Day 2003.

On November 18, 2003, IAC filed a reportFrm 8-K, reporting under Item 5, "Other Eventd &egulation FD Disclosure,"
announcing (1) certain management changes at Haigisand (2) that IAC had agreed to move up thérapn of the contractual restriction
on the ability of Mr. Litman and Mr. Diener to trsfer their shares of IAC Common Stock from MarcdQ4 to November 11, 2003.

152

SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, Registrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

March 15, 2004

INTERACTIVECORP

By: /s/ BARRY DILLER

Barry Diller
Chairman of the Board and Chief
Executive Officel

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beenesidgrelow by the following persons on behalf
of the Registrant and in the capacities indicatedlarch 15, 2004.

Signature Title

/sl BARRY DILLER Chairman of the Board, Chief Executive Offi(

and Director

Barry Diller

/sl VICTOR A. KAUFMAN

Vice Chairman and Director
Victor A. Kaufman

/s/ DARA KHOSROWSHAHI Executive Vice President and Chief Financial

Officer

Dara Khosrowshat

s/ WILLIAM J. SEVERANCE Vice President and Controller (Chief Accounting

Officer)

William J. Severanc

/s/ RICHARD N. BARTON

Director
Richard N. Bartor



/s/ ROBERT R. BENNETT

Director
Robert R. Benne
/s/ EDGAR BRONFMAN, JR.
Director
Edgar Bronfman, J
153
/s/ DONALD R. KEOUGH
Director
Donald R. Keougl
/s/ MARIE-JOSEE KRAVIS
Director
Marie-Josee Kravi:
/s/ JOHN C. MALONE
Director
John C. Malont
/s/ H. NORMAN SCHWARZKOPF
Director
H. Norman Schwarzkoy
/s/ ALAN SPOON
Director
Alan Spoor
/s/ DIANE VON FURSTENBERG
Director
Diane Von Furstenbet
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INTERACTIVECORP AND SUBSIDIARIES

VALUATION AND QUALIFYING ACCOUNTS

Balance at Charges to

Beginning Charges to Other
Description of Period Earnings Accounts

(in thousands)

2003
Allowance for doubtful accounts $ 29,03¢ $ 21,63t $ (352)
Inventory reserve 33,44 1,41z (24%)
Sales returns accru 24,03¢ 5,297 16C
Deferred tax valuation allowance 336,80( (35,626 @
Other reserve 12,94¢
2002
Allowance for doubtful accounts $ 16,11¢ $ 27,337 $ 9,66¢ )
Inventory reserves 38,17( (4,949 30z )
Sales returns accru 21,92¢ 2,111
Deferred tax valuation allowance 75,83¢ — 289,97 (1)

Deductions

$

(19,329 @)

)
(52)
(34,249 ®

(24,088 (@)
(85 ®

(29,008 3

Schedule I

Balance at
End
of Period

$ 30,99¢
34,607

29,44:
266,93:

18,99:

$ 29,03
33,44:

24,03¢
336,80(



Other reserve 4,36¢

2001

Allowance for doubtful accounts $ 11,03« $ 18,83t $ 64C $ (14,39¢ ()
Inventory reserve 37,30: 867 — —
Sales returns accru 20,61: 1,314

Deferred tax valuation allowan 11,238 64,60

Other reserve 27t

(1)  Wirite-off of fully reserved accounts receivak

(2) Expedia utilization of valuation allowance durin@d3 which impacted goodwil

(3)  Ticketmaster utilization of valuation allowance.

(4)  Amount relates primarily to the acquisition of Intal and Expedia in 2002.

(5)  Acquisition of Interval in September 20(

(6) Disposition of inventory during the year.

) Increases due primarily to acquisition of Expedid &nterval during 2002.
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12,94¢

16,11¢

38,17(
21,92t
75,83¢

4,36¢




Exhibit 10.14

EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”) is enteréutto by and between Gregory R. Blatt (“Executivaiid
InterActiveCorp, a Delaware corporation (the “Comyd, and is effective November 5, 2003 (the “Effee Date”).

WHEREAS, the Company desires to establish its tiglthe services of Executive, in the capacity dbsd below, on the
terms and conditions hereinafter set forth, andchtree is willing to accept such employment on sterims and conditions.

NOW, THEREFORE, in consideration of the mutual agnents hereinafter set forth, Executive and the g2y have agre:
and do hereby agree as follows:

1A. EMPLOYMENT . The Company agrees to employ Executive as S¥figer President, General Counsel and Secretarfeaedutive
accepts and agrees to such employment. Duringuixets employment with the Company, Executive bpatform all services and acts
necessary or advisable to fulfill the duties arspomsibilities as are commensurate and consistémtExecutive’s position and shall render
such services on the terms set forth herein. [QuEixecutive’s employment with the Company, Exeauthall report directly to the Vice
Chairman of the Company or such person(s) who tefdactly to the Chairman or Chief Executive Officof the Company and have a title
higher than Senior Vice President, as from timgéni@ may be designated by the Company (hereinedferred to as the “Reporting Officer”).
Executive shall have such powers and duties wigheaet to the Company as may reasonably be assigriedcutive by the Reporting Officer,
to the extent consistent with Executive’s positionl status. Executive agrees to devote all of Eiexs working time, attention and efforts to
the Company and to perform the duties of Execusiypasition in accordance with the Company’s paddi@se in effect from time to time.
Executive’s principal place of employment shallthe Company’s offices located in New York, New York

2A. TERM OF AGREEMENT. The term (“Term”) of this Agreement shall comroeron the Effective Date and shall continue through
the third anniversary of the Effective Date, unlessner terminated in accordance with the provsimiSection 1 of the Standard Terms and
Conditions attached hereto.

3A. COMPENSATION.

(@) BASE SALARY . During the Term, the Company shall pay Execusimeannual base salary of $400,000 (the “Base
Salary”), payable in equal biweekly installmentsroaccordance with the Company’s payroll practisen effect from time to time. For all
purposes under this Agreement, the term “Base Wadhall refer to Base Salary as in effect fromdito time.




(b) DISCRETIONARY BONUS. During the Term, Executive shall be eligibler¢égeive discretionary annual bonuses, provided
that promptly following the Effective Date, the Cpamy shall provide Executive with a bonus amountaétp $100,000, which amount shall
reduce on a dollar for dollar basis Executive’simfor calendar year 2003.

(c) RESTRICTED STOCK UNITS In consideration of Executive’s entering intistAgreement and as an inducement to join
the Company, Executive shall be granted restristedk units representing 35,000 shares of CommaockSif the Company (the “Restricted
Stock Units”) pursuant to the Company’s Amended Redtated 2000 Stock and Annual Incentive Plan“@ten”) and a restricted stock unit
agreement (the “Restricted Stock Unit Agreemerstiject to the approval by the Compensation Coremitf the Board of Directors of the
Company. The Restricted Stock Units are subjestith performance conditions that the Compens&@mmnmittee has determined are
advisable and appropriate to meet the conditioreation 162(m) of the Internal Revenue Code 06188 amended. The Restricted Stock
Units shall vest and no longer be subject to asyriction in four equal installments on each of $eeond, third, fourth and fifth anniversarie
the Effective Date (the “Restriction Period”), sedtjto Executive’s continued employment with therpany and the satisfaction of the
performance conditions for the Restricted Stocktg)mprovidedhat the Restricted Stock Units shall (i) fully vasd no longer be subject to
any restrictions in the event of a Change in Carjere defined in the Plan), and (ii) in the evdwdttExecutive incurs a termination of
employment (other than by reason of Executive'stdeaDisability) by the Company without Cause dafined in Section 1(c) of the Standard
Terms and Conditions) or by Executive for Good Reggas defined in Section 1(d) of the Standard Bemrmd Conditions), the Restricted St
Units will vest and no longer be subject to anyrieison in accordance with the schedule set forttExhibit A. The terms of this Section 3A
(c) shall be further supplemented by the terméiefRestricted Stock Unit Agreement.

(d) BENEFITS. From the Effective Date through the date of ieation of Executive’s employment with the Compdoryany
reason, Executive shall be eligible to particigatany welfare, health and life insurance, pensienefit and incentive programs as may be
adopted from time to time by the Company on theeshasis as provided to similarly situated execstivfethe Company generally. Without
limiting the generality of the foregoing, Executisikall be eligible for the following benefits:

0] Reimbursement for Business Expensd3uring the Term, the Company shall reimbursectiige for all reasonable
and necessary expenses incurred by Executive farpgng Executive’s duties for the Company, on shene basis as similarly
situated executives generally and in accordande tivé Company’s policies as in effect from timeihoe.

(i) Vacation. During the Term, Executive shall be entitleghtad vacation per year, in accordance with theglan
policies, programs and practices of the Companyicgipe to similarly situated executives of the Qrany generally.




4A. NOTICES. All notices and other communications under &ggseement shall be in writing and shall be giverfibst-class mail,
certified or registered with return receipt reqedsdr hand delivery acknowledged in writing by teeipient personally, and shall be deemed to
have been duly given three days after mailing anédiately upon duly acknowledged hand delivershtorespective persons named below:

If to the Company InterActiveCorp
152 West 5 Street
New York, NY 1001¢
Attention: Vice Chairmau

With a copy to: Wachtell, Lipton, Rosen & Kat
51 West 524 Street
New York, New York, 1001!
Attention: Michael S. Katzke, Es

If to Executive: At the most recent address on record for Execaithe Company
Either party may change such party’s address ficem by notice duly given pursuant hereto.

5A. GOVERNING LAW; JURISDICTION. This Agreement and the legal relations thustetebetween the parties hereto shall be
governed by and construed under and in accordaithehe laws of the State of New York without refece to the principles of conflicts of
laws. Any and all disputes between the partieciwimay arise pursuant to this Agreement will berth@ad determined solely before an
appropriate federal court in New York, or, if noaimtainable therein, then in an appropriate NewkYatate court. The parties acknowledge
that such courts have jurisdiction to interpret antbrce the provisions of this Agreement, andphties consent to, and waive any and all
objections that they may have as to, personaldiation and/or venue in such courts.

BA. COUNTERPARTS This Agreement may be executed in several copaitts, each of which shall be deemed to be arnaliput all

of which together will constitute one and the sanstrument. Executive expressly understands akdoxdedges that the Standard Terms and
Conditions attached hereto are incorporated héneieference, deemed a part of this Agreement embiading and enforceable provisions of
this Agreement. References to “this Agreementheruse of the term “hereof” shall refer to thisrdgment and the Standard Terms and
Conditions attached hereto, taken as a whole.




IN WITNESS WHEREOF, the Company has caused thigégent to be executed and delivered by its dulyasizied
officer and Executive has executed and deliveredAgreement.

INTERACTIVECORP

/sl AUTHORIZED REPRESENTATIVE

By:
Title:

GREGORY R. BLATT

/slGREGORY R. BLATT




STANDARD TERMS AND CONDITIONS

1. TERMINATION OF EXECUTIVE S EMPLOYMENT.

€) DEATH . Upon termination of Executive’s employment priothe expiration of the Term by reason of Exeml§ death,
the Company shall pay Executive’s designated beiaeji or beneficiaries, within 30 days of Executdvdeath in a lump sum in cash, (i)
Executive’s Base Salary from the date of Execusid@ath through the end of the month in which Etteels death occurs and (ii) any Accrt
Obligations (as defined in Section 1(f) below).

(b) DISABILITY . If, as a result of Executive’s incapacity dughysical or mental illness (“Disability”), Execué shall have
been absent from the full-time performance of Exgels duties with the Company for a period of f@ansecutive months and, within 30 days
after written notice is provided to Executive bg tiompany (in accordance with Section 4A hereofgchtive shall not have returned to the
full-time performance of Executive’s duties, Exéeats employment under this Agreement may be teateid by the Company for Disability.
During any period prior to such termination durimgich Executive is absent from the full-time perfiance of Executive’s duties with the
Company due to Disability, the Company shall camito pay Executive’'s Base Salary at the ratefaceht the commencement of such period
of Executive’s absence, offset by any amounts payabExecutive under any disability insurance mamolicy provided by the Company.
Upon termination of Executive’s employment due isdbility, the Company shall pay Executive withib @ays of such termination (i)
Executive’s Base Salary from the date of Execusitefmination of employment for Disability throutite end of the month in which
termination occurs in a lump sum in cash, offseaby amounts payable to Executive under any disabikurance plan or policy provided by
the Company with respect to such month; and () Accrued Obligations (as defined in Section 1@)dw).

(c) TERMINATION FOR CAUSE/RESIGNATION WITHOUT GOOD REASN . The Company may terminate Executive’s
employment under this Agreement with or without €aat any time and Executive may resign under&ieement with or without Good
Reason at any time. As used herein, “Cause” shedin: (i) the plea of guilty or nobmntenderdo, or conviction for, a felony offense by
Executive;_provided however, that after indictment, the Company may susperethtive from the rendition of services, but withbmotiting
or modifying in any other way the Company’s obligas under this Agreement; (ii) a material breagtekecutive of a fiduciary duty owed to
the Company; (iii) a material breach by Executifamy of the covenants made by Executive in Se@ibereof; (iv) the willful or gross
neglect by Executive of the material duties requlvg this Agreement; or (v) a knowing and matevialation of any Company policy
pertaining to ethics, wrongdoing or conflicts dfeirest. Upon Executive’s (A) termination of empimgnt by the Company for Cause prior to
the expiration of the Term or (B) resignation with&ood Reason prior to the expiration of the Tethis, Agreement shall terminate without
further obligation by the Company, except for tlagment of any Accrued Obligations (as defined iotida 1(f) below).




(d) TERMINATION BY THE COMPANY OTHER THAN FOR DEATH, DSABILITY OR CAUSE OR RESIGNATION BY
EXECUTIVE FOR GOOD REASON Upon termination of Executive’'s employment piiorexpiration of the Term (i) by the Company
without Cause (other than for death or Disabilay)ii) by Executive for Good Reason (as definetbig, then (a) the Company shall continue
to pay Executive the Base Salary through the ertdeoferm over the course of the then remainingn] €b) the Company shall pay Executive
within 30 days of the date of such termination lnrap sum in cash any Accrued Obligations (as éefiim Section 1(f) below) and (c) the
Restricted Stock Units shall vest and no longesuigect to restriction as provided in Section 3A(ejeof. The payment to Executive of the
severance benefits described in this Section 1@} be subject to Executive’s execution and norecation of a general release of the
Company and its affiliates in a form substantiailyilar to that used for similarly situated exeeas of the Company and its affiliates and
Executive’s compliance with the restrictive covetsaset forth in Section 2 (other than any non-caamgle that is immaterial, does not result in
harm to the Company or its affiliates, and, if deais cured by Executive promptly after receiphotice thereof given by the Company).
Executive acknowledges and agrees that the Compaayment of severance benefits described in #i§@& 1(d) constitutes good and
valuable consideration for such release. As usedim, “Good Reason” shall mean the occurrencenpfod the following without Executive’s
prior consent: (A) the Company’s material breathry material provision of this Agreement, (B) thaterial reduction in Executive'’s title,
duties, reporting responsibilities or level of respibilities as General Counsel of the Companyluehig for this purpose any such reduction
that is an isolated and inadvertent action notridkébad faith or that is authorized pursuant te \greement, (C) the reduction in Executive’s
Base Salary, (D) the relocation of Executive’s gipal place of employment outside the New York myedlitan area or (E) the failure to grant
the Restricted Stock Units, provid#tht in no event shall Executive’s resignation de“Good Reason” unless (x) an event or circumstasst
forth in clauses (A) through (E) shall have occdra@d Executive provides the Company with writtetiae thereof within a reasonable period
of time after the Executive has knowledge of theuoence or existence of such event or circumstamioieh notice specifically identifies the
event or circumstance that Executive believes doitss Good Reason, (y) the Company fails to cottee circumstance or event so identified
within 30 days after the receipt of such notica] &r) the Executive resigns within 90 days afterdiate of delivery of the notice referred to in
clause (x) above.

(e) MITIGATION; OFFSET. If Executive obtains other employment during Tieem, any payments to be made to Executive
under Section 1(d) hereof after the date such gympdat is secured shall be offset by the amounbofgensation earned by Executive from
such employment through the end of the Term. kopgses of this Section 1(e), Executive shall levebligation to inform the Company
regarding Executive’'s employment status followiagination and during the period encompassing #renT but shall have no affirmative
duty to seek alternate employment.

® ACCRUED OBLIGATIONS. As used in this Agreement, “Accrued Obligatioshall mean the sum of (i) any portion of
Executive’s accrued but unpaid Base Salary thrahgldate of death or termination of employmentaioy reason, as the case may be; (i) any
compensation previously earned but deferred by Hkex (together with any interest or earnings

2




thereon) that has not yet been paid; (iii) othantin the event of Executive’s resignation withGaod Reason or termination by the Company
for Cause (except as required by applicable lams),portion of Executive’s accrued but unpaid vamagay through the date of death or
termination of employment; and (iv) any vested ligher amounts that Executive is otherwise erditie receive under any plan, policy,
practice or program of or any other contract oeagrent with the Company or its affiliates in acemck with the terms thereof.

2. CONFIDENTIAL INFORMATION; NON-SOLICITATION; AND PROPRIETARY RIGHTS

€) CONFIDENTIALITY . Executive acknowledges that while employed ley@ompany, Executive will occupy a position of
trust and confidence. Executive shall not, exeepis appropriate to perform Executive’s dutiegheder or as required by applicable law,
disclose to others, use, copy, transmit, reprodsicemarize, quote or make commercial, whether thirec indirectly, any Confidential
Information. Executive will also take reasonalifps to safeguard such Confidential Information prayent its loss, theft, or inadvertent
disclosure to third persons. This Section 2 shafily to Confidential Information acquired by Extee whether prior or subsequent to the
execution of this Agreement. “Confidential Infortiea” shall mean information about the Company y af its subsidiaries or affiliates, and
their respective clients and customers, includimighut limitation) any proprietary knowledge, teadecrets, data, formulae, information and
client and customer lists and all papers, resuama$records (including computer records) of theudments containing such Confidential
Information,_providedhat Confidential Information shall not mean angtsinformation that is previously disclosed tojropossession of, tt
public other than by reason of Executive’s bredcthis Agreement. Executive acknowledges that sCehfidential Information is
specialized, unigue in nature and of great valubécCompany and its subsidiaries or affiliates #rat such information gives the Company
and its subsidiaries or affiliates a competitiveatdage. Executive agrees to deliver or retuthecCompany, at the Compasyequest at al
time or upon termination or expiration of Executsremployment or as soon thereafter as possillldpaliments, computer tapes and disks,
records, lists, data, drawings, prints, notes aritlam information (and all copies thereof) furreshby the Company and its subsidiaries or
affiliates or prepared by Executive in the courEExecutive’s employment by the Company and itssgdibries or affiliates. As used in this
Agreement, “affiliates” shall mean any company colted by, controlling or under common control witte Company.

(b) NON-SOLICITATION OF EMPLOYEES During the Term and for a period of 24 month®feing Executive’s date of
termination of employment (the “Restricted PeriodExecutive shall not, without the prior writtennsent of the Company, directly or
indirectly, hire, recruit or solicit the employmemtservices of (whether as an employee, officieectbr, agent, consultant or independent
contractor), any employee, officer, director, agenhsultant or independent contractor of the Camgpma any of its subsidiaries or affiliates or
any such person who has terminated his or heigakdtip with the Company or any of its subsidiadesffiliates within the six-month period
prior to such hiring, recruiting or soliciting (eqt for (i) such employment or hiring by the Compan any of its subsidiaries or affiliates or
(ii) such employment or hiring by Executive of ageat, consultant or independent contractor whech su
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the primary duties of such person are not for tben@any). This Section 2(b) shall not apply to adyninistrative assistant working directly
Executive.

(©) NON-SOLICITATION OF BUSINESS PARTNERS During the Restricted Period, Executive shat| mathout the prior
written consent of the Company, directly or indilgcpersuade or encourage or attempt to persuadaamurage any business partners or
business affiliates of the Company or its subsidgor affiliates to cease doing business withGbenpany or any of its subsidiaries or affilia
or to engage in any business competitive with thex@any or its subsidiaries or affiliates on its covrwith any of competitor of the Company
or its subsidiaries or affiliates.

(d) PROPRIETARY RIGHTS; ASSIGNMENT All Executive Developments (as defined belowglshe made for hire by
Executive for the Company or any of its subsidgoe affiliates. “Executive Developments” meang discovery, invention, design, method,
technique, improvement, enhancement, developmentputer program, machine, algorithm or other warkuthorship, in each case, (A) that
(i) relates to the business or operations of then@any or any of its subsidiaries or affiliates(igrresults from or is suggested by any
undertaking assigned to Executive or work perforfmgdExecutive for or on behalf of the Company oy ahits subsidiaries or affiliates,
whether created alone or with others, during araftorking hours and (B) that is conceived or depet during the Term. All Confidential
Information and all Executive Developments shathain the sole property of the Company or any ofutissidiaries or affiliates. Executive
shall acquire no proprietary interest in any Coafitial Information or Executive Developments depeld or acquired during the Term. To the
extent Executive may, by operation of law or otheewacquire any right, title or interest in oratay Confidential Information or Executive
Development, Executive hereby assigns to the Cognplusuch proprietary rights. Executive shallttbduring and after the Term, upon the
Companys request, promptly execute and deliver to the Gomall such assignments, certificates and instnisp@nd shall promptly perfor
such other acts, as the Company may from timenie i its reasonable discretion deem necessargdirathle to evidence, establish, maintain,
perfect, enforce or defend the Company’s rightSamfidential Information and Executive Developments

(e) COMPLIANCE WITH POLICIES AND PROCEDURES During the Term, Executive shall adhere to tbkcfes and
standards of professionalism set forth in the CamjsaPolicies and Procedures as they may exist froma to time. Executive hereby conse
to, and expressly authorizes, the Company’s ugexe€utive’s name and likeness in trade publicateoms other media for trade or commercial
purposes.

) REMEDIES FOR BREACH Executive expressly agrees and understandshia&ompany will have 30 days from receipt
of Executive’s notice of any alleged breach by@wmpany of this Agreement to cure any such breach.

Executive expressly agrees and understands tha¢tiedy at law for any breach by Executive of 8egtion 2 will be
inadequate and that damages flowing from such braeenot susceptible to being measured in monégams. Accordingly, it is
acknowledged that upon Executive’s violation oe#iened violation of any provision of this Sectiyithe Company
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shall be entitled to obtain from any court of coteme jurisdiction immediate injunctive relief anbdtain a temporary order restraining any
threatened or further breach as well as an eqei@dtounting of all profits or benefits arising ofisuch violation without the requirement of
posting any bond. Nothing in this Section 2 shalldeemed to limit the Company’s remedies at laim equity for any breach by Executive of
any of the provisions of this Section 2, which nh@ypursued by or available to the Company.

(9) SURVIVAL OF PROVISIONS. The obligations contained in this Section 2 Ishalthe extent provided in this Section 2,
survive the termination or expiration of Executsv@mployment with the Company and, as applicabkd) be fully enforceable thereafter in
accordance with the terms of this Agreement. i determined by a court of competent jurisdiciioany state that any restriction in this
Section 2 is excessive in duration or scope onigasonable or unenforceable under the laws ofta#, it is the intention of the parties that
such restriction may be modified or amended bycthet to render it enforceable to the maximum ebgpenmitted by the law of that state.

3. TERMINATION OF PRIOR AGREEMENTS/EXISTING CLAIMS This Agreement constitutes the entire agreeretween the
parties and terminates and supersedes any andcalbgreements and understandings (whether writtesral) between the parties with respect
to the subject matter of this Agreement. Execudigknowledges and agrees that neither the Compamgnyone acting on its behalf has me
and is not making, and in executing this AgreemErgcutive has not relied upon, any representatjmsnises or inducements except to the
extent the same is expressly set forth in this Agrent. Executive hereby represents and warrattetGompany that Executive is not part
any contract, understanding, agreement or politygtier or not written, with Executive’s most-recentployer (the “Previous Employer”) or
otherwise, that would be breached by Execusiwgitering into, or performing services under, Agseement. Executive further represents
prior to the Effective Date, he has disclosed iitimg to the Company all material existing, pendorghreatened claims against him, if any, as
a result of his employment with the Previous Emplogr his membership on any boards of directors.

4, ASSIGNMENT; SUCCESSORS This Agreement is personal in its nature ancenafithe parties hereto shall, without the consént
the others, assign or transfer this Agreement grrigints or obligations hereunder; providetthat in the event of a merger, consolidation,
transfer, reorganization, or sale of all, substdiytall or a substantial portion of, the assetthef Company with or to any other individual or
entity, this Agreement shall, subject to the primris hereof, be binding upon and inure to the beoéthe Company’s successor-in-interest in
such transaction, and such successor shall diselaad) perform all the promises, covenants, dudied,obligations of the Company hereunder,
and all references herein to the “Company” shdéirreo such successor.

5. WITHHOLDING . The Company shall make such deductions and wlithduch amounts from each payment and benefit made
provided to Executive hereunder, as may be reqtiiced time to time by applicable law, governmentgulation or order.
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6. HEADING REFERENCES Section headings in this Agreement are includa@in for convenience of reference only and sial|
constitute a part of this Agreement for any othenppse. References to “this Agreement” or theafghe term “hereof” shall refer to these
Standard Terms and Conditions and the Employmergekgent attached hereto, taken as a whole.

7. WAIVER; MODIFICATION . Failure to insist upon strict compliance wittyai the terms, covenants, or conditions hereofl sioa
be deemed a waiver of such term, covenant, or tiondnor shall any waiver or relinquishment of faiture to insist upon strict compliance
with, any right or power hereunder at any one orentimnes be deemed a waiver or relinquishment offi sight or power at any other time or
times. This Agreement shall not be modified in a@gpect except by a writing executed by each peatgto.

8. SEVERABILITY . Inthe event that a court of competent jurisdittdetermines that any portion of this Agreemernnhiviolation of
any law or public policy, only the portions of tigreement that violate such law or public polityk be stricken. All portions of this
Agreement that do not violate any statute or pytditicy shall continue in full force and effecturher, any court order striking any portion of
this Agreement shall modify the stricken terms asowly as possible to give as much effect as ptessd the intentions of the parties under
this Agreement.




IN WITNESS WHEREOF, the Company has caused thieépent to be executed and delivered by its dulyaaizted officer and
Executive has executed and delivered this Agreement

INTERACTIVECORP

/s AUTHORIZED REPRESENTATIVE
By:
Title:

GREGORY R. BLATT

/slGREGORY R. BLATT




Exhibit A

Percentage of Total Grant Vesting (inclusive of
Restricted Stock Units granted hereunder

Termination Date previously vested)

On or prior to the first anniversary of the EffeetiDate 0%
Following the first anniversary of the Effective teabut prior to the

second anniversary of the Effective D 25%
On or after the second anniversary of the Effedbege, but prior tc

the third anniversary of the Effective D: 50%
On or after the third anniversary of the Effectivate, but prior to th

fourth anniversary of the Effective De 75%
On or after the fourth anniversary of the Effectivate 100%




Exhibit 10.15

RESIGNATION AGREEMENT

The Resignation Agreement (this “Agreement”) by amibng Expedia, Inc., a Washington corporation {@@mpany”), and Richard
N. Barton (the"Executive”), is dated as of February 5, 2003 (tBeecution Date”). Any capitalized terms used bat specifically defined
herein shall have the meaning set forth in the Bgnpent Agreement dated as of February 7, 2002 eshiato by and between the Executive
and the Company (the “Employment Agreement”).

WHEREAS, the Executive has been employed by thegammy as its President and Chief Executive Offiaed

WHEREAS, the Company and the Executive have agtesidhe Executive shall resign, and they wishetdferth their mutual
agreement as to the terms and conditions of siggnation; and

WHEREAS it is the intention of the parties that fwxecutive shall accept his appointment to the do&directors of USA Interactive
(the “USA Board").

NOW, THEREFORE, the parties agree as follows:

1.

ResignationEffective as of March 31, 2003 (the “Resignationd)g the Executive hereby resigns from his empleytras
the President and Chief Executive Officer of thempany and from his position as a member of the 8o&Directors of the
Company (the “Board”), and from all other positigdhat the Executive holds as an employee, officeanember of the board
of directors of the Company, its affiliates orst#bsidiaries (the Company, its subsidiaries anticaéfs are herein after
referred to as the “Affiliated Entities”) other thas a member of the USA Board, if the Executive isember of such board
as of the Resignation Date. The Executive shatete all other documents necessary to effectuate resignations.

Benefits.

(a) Accrued ObligationsPromptly following the Resignation Date, the Ex@ashall be paid any accrued but unpaid Base
Salary through the Resignation Date and any congiemspreviously earned but deferred by the Exgeutiogether with an
interest or earnings thereon) that has not yet pa@&h

(b) Company Equity Awardg€ach of the Executive’s options to purchase shafrdse Company’s common stockQbmpany
Options”) and other equity awards based on the @myis common stock (“Company Awards”), includingtheut
limitation, any warrants granted in respect toh&f Company’s Options (“Company Warrants”) that wichéve vested
pursuant to their normal vesting schedule durirg2003 had the




Executive remained employed by the Company thrdahgtend of calendar year 2003 shall vest and estyictions on
Company Awards will lapse on an accelerated basthe Resignation Date. Vested Company Optiont idraain
exercisable through December 31, 2004 or, if eatlie scheduled expiration date of the Companyd@psubject to the
appropriate provisions of the agreement evidenttisgCompany Options. Vested Company Warrants stlin
exercisable through the scheduled expiration datigject to the appropriate provisions of the agergravidencing the
Company Warrants. All Company Options and Compawarls (including Company Warrants) held by the Exiee that
are not vested either as of the Resignation Dapei@uant to the preceding sentence shall be fed'ais of the Resignation
Date. The Executive’s award agreements evidertbiagrant of any of the awards described in thigiSe 2(b) are herby
amended to the extent necessary to effectuatertivésipns of this Section 2(b). In all other resige the awards described in
this Section 2(b) shall continue to be governeadoordance with their terms.

(c) Other benefitsThe Executive shall retain his rights to electdoaive COBRA continuation coverage under secticd089
of the Internal Revenue Code of 1986, as amenddudsibehalf and on behalf of his eligible depertslen

Mutual Release. (a) Executive Releasdn consideration of the benefits set forth in Smt®, except for the rights expressly
provided herein, the Executive for himself, hisrhgadministrators, representatives, executorgessors and assigns
(collectively “Releasors”) does hereby irrevocabhd unconditionally release, acquit, and foreveclairge the Company, its
shareholders, subsidiaries, affiliates, divisidnsstees, agents, and their respective former arémt shareholders, directors,
officers, and employees, including without limitatiall persons acting by, through, under or in eshwith any of them
(collectively, “Releasees”), and each of them framy and all charges, complaints, claims, liab#itiebligations, promises,
agreements, controversies, damages, remediesygot@muses of action, suits, rights, demands, dostes, debts, and
expenses (including attorneys’ fees and costshpfnature whatsoever (collectively, “Executive @laf), known or

unknown, whether in law or equity and whether agdrom under federal, state, or local law andartipular including any
claim for discrimination based upon race, colonnétity, sex, age, national origin, religion, digap, or any other unlawful
criterion or circumstance, which the Executive &aleasors had, now have, or may have in the fatgainst each or any of
the Releasees from the beginning of the world dindlExecution Date. As of the Resignation Ddte ,Executive shall
execute an additional release to release ExecGlaiens from the Execution Date through the ResignaDate in a from
substantially similar to this Section 3(a).




(b) Company Releaseln consideration of the Executive’s entering itits Agreement, except for the rights expressly
provided herein, the Company and its subsidiadeBectively, the “Company Releasors”) do herelsgupcably and
unconditionally release, acquit and forever disghdhe Executive and his heirs, administratorgasgntatives, executors,
and assigns (in each case as their capacity a} @adlectively, the “Executive Releasees”), andteaf them from any and
all charges, complaints, claims, liabilities, olliigpns, promises, agreements, controversies, daanegeedies, actions,
causes of action, suits, rights, demands, costsey debts, and expenses(including attorneysafedsosts) of any nature
whatsoever (collectively, “Company Claims”), to tetent the underlying event relating to such Camyp@laim is generally
known as of the Execution Date to the senior offiad# the Company Releasors and USA Interactivestiadr in law or equit
and whether arising under federal, state, or llzsaland in particular including any claim for disnmnation based upon race,
color, ethnicity, sex, age, national origin, redigj disability, or any other unlawful criterion, d@rcumstance, which the
Company Releasors had, now have, or may have ifuthee against each or any of the Executive Relesfrom the
beginning of the world until the Execution Date.

4, Entire Agreement; Other BenefitsThis Agreement sets forth the entire agreemetti@Company and the Executive with
respect to the subject matter hereof, and supessdbrior agreements, understandings, discussamsnegotiations, whether written
or oral, between parties hereto, including the Exyplent Agreement, which shall be void and of nehfeir force or effect, other than
Section 1(e), Section 2(a) through 2(h) (other tBantion 2(f) ) and Section 9 of the Standard TeantsConditions of the
Employment Agreement, which shall continue in adaoce with their terms. Without limiting the gealéy of the foregoing, the
Executive expressly acknowledged and agrees tltapéas specifically set forth in this Agreemermtjdinot entitled to receive any
severance pay, severance benefits, compensatemployee benefits of any kind whatsoever from tlffdidted Entities including,
without limitation, any severance or other benefitsler the Employment Agreement.

5. Assignment; Successor3his Agreement is personal in its nature and eeigiarty shall, without the consent of the other,
assign or transfer this Agreement or any rightstdigations hereunder; providéidat the Company may assign this Agreement to its
affiliates; provided, furthethat, in the event of the merger, consolidaticemsfer, or sale of all or substantially all of dssets




of the Company with or to any other individual ottity, this Agreement shall, subject to the prawis hereof, be binding upon and
inure to the benefit of such successor and suatessor shall discharge and perform all the promis®senants, duties, and
obligations of the Company hereunder and all refeze herein to the “Company” shall refer to suattseasor.

6. Amendment; Waiver. Failure to insist upon strict compliance with arfythe terms, covenants, or conditions hereofl stwl
be deemed a waiver of such term, covenant, or tiondnor shall any waiver or relinquishment of faiture to insist upon strict
compliance with, any right or power hereunder atather time or times. This Agreement may be arednchodified, or changed ol
by a written instrument executed by the Executivé the Company.

7. Governing Law. This Agreement and the legal relations thus edthetween the parties hereto shall be governeshdyy
constructed under and in accordance with the landglze State of Delaware, without principles offtiots of laws. Any and all
disputes between the parties which may arise potd¢adhis Agreement will be heard and determingldlg before an appropriate
federal court in Delaware, or, if not maintainathierein, then in an appropriate Delaware statetcolhie parties acknowledge that
such courts have jurisdiction to interpret and esgdhe provisions of this Agreement, and the partonsent to, and waive any and all
objections that they may have as to, personaldiation and/or venue in such courts.

8. Notices. All notices and other communications hereundail &e in writing; shall be delivered by hand deliy to the other
party or mailed by registered or certified maitura receipts requested, postage prepaid; shalebmed delivered upon actual rece
and shall be addressed as follows:

If to the Executive

At the most recent address on file at the Comj

If to the Company

Expedia Inc

13810 SE Eastage Ro

Suite 40C

Bellevue, Washington 980¢

With a copy to:

USA Interactive
152 West 57" Street
New York, NY 1001¢




Attention: General Couns

or to such address as either party shall havedhedi to the other in writing in
accordance herewil

9. Tax Withholding. The Company shall make such deductions and wldhduch amounts from each payment and benefit
made or provided to the Executive hereunder, asheagquired from time to time by applicable lawygrnmental regulation, or
order.

10. Headings. Section headings in this Agreement are includaéih for convenience of reference only and shatliconstitute
a part of this Agreement for any other purpose.

11. Severability. In the event that a court of competent jurisdictiletermines that any portion of this Agreemeinrt igolation
of any law or public policy, only the portions tiis Agreement that violate such law or public ppkball be stricken. All portions of
this Agreement that do not violate any statuteullip policy shall continue in full force and effed-urther, any court order striking
any portion of this Agreement shall modify thedtan terms as narrowly as possible to give as reifelst as possible to the
intentions of the parties under this Agreement.

12. Counterparts. This Agreement may be executed in several copatty, each of which shall be deemed to be annaiidput
all of which together will constitute one and tlzere instrument.
IN WITNESS WHEREOF, each of the parties heretochdg executed this Agreement as of the date fesf@th above.

/s/RICHARD N. BARTON
Executive

EXPEDIA, Inc.

By: /ssMARK BRITTON
Name : Mark Brittor
Title: EVP , Worldwide Corporate Affair
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AMENDMENT NO. 2, dated as of June 24, 2003 (thismiendment’ ), to the AMENDED AND RESTATED LIMITED LIABILITY
LIMITED PARTNERSHIP AGREEMENT (as previously amesupplemented or otherwise modified, the “ Pasing Agreement
") of VIVENDI UNIVERSAL ENTERTAINMENT LLLP (the “Patnership”) dated as of May 7, 2002, by and amog U
ENTERTAINMENT INC., a Delaware corporation, as geigartner, USANI HOLDINGS XX, INC., a Delawarerporation,
UNIVERSAL PICTURES INTERNATIONAL HOLDINGS BV, a cqoration organized under the laws of The Nethedand
UNIVERSAL PICTURES INTERNATIONAL HOLDINGS 2 BV, aarporation organized under the laws of The Netinelda
NYCSPIRIT CORP. I, a Delaware corporation, INTERBZECORP (formerly known as USA Interactive andppthereto, as US.
Networks, Inc.), a Delaware corporation, USANi SUBC, a Delaware limited liability company, NEW-U §DIOS HOLDINGS,
INC., a Delaware corporation, and BARRY DILLERlasited partners, VIVENDI UNIVERSAL, S.A., a soc&anonyme organized
under the laws of France, UNIVERSAL STUDIOS, IN& Delaware corporation (* Universg| and, SUB | - USA Holding LLC, a
Delaware limited liability company, USI - USA Hoidj LLC, a Delaware limited liability company, USIEJSA Holding LLC, a
Delaware limited liability company, and V - USA Hiohg LLC, a Delaware limited liability company.

A. The Partnership intends to enter into the VUENT&oan Agreement (as
defined below).

B. As a condition to the VUE Term Loan Agreemehg Partners are required
to amend certain provisions of the Partnership Agrent as set forth herein.

C. Each capitalized term used and not otherwismel@herein shall have the
meaning assigned to such term in the Partnershipefgent.

Accordingly, in consideration of the mutual agreatseherein contained and
other good and valuable consideration, the sufimjeand receipt of which are hereby
acknowledged, the parties hereto agree as follows:

SECTION 1.Amendments.

(a) Section 1.01 of the Partnership Agreementiistheamended by amending
and restating the following definitions therein:

““ VUE Term Loan Agreement ” shall mean the Loan Agreement, dated as of Jdn@@03, by and among the Partnership,
Bank of America Securities, N.A and J.P. Morgan$ghBank as, co-administrative agents, Barclays Bénlkas syndication agent,
J.P. Morgan Chase Bank, as collateral agent andgagent and the Lenders from time to time pdréeyéto.”




““ VUE Security Agreement ” shall mean the Amended and Restated Guarante8egutity Agreement, dated as of June 24,
2003, among the Partnership, the guarantors gaeteto and JPMorgan Chase Bank, as administragiset 3

(b) Article Xlll of the Partnership Agreement isreby amended and restated in its entirety to reddiws:

“SECTION 13.06. VUE Term Loan Agreemerithe Partnership shall not at any time on or pdahe 91st day following tf
date on which all of the Release Conditions (agddfin the VUE Security Agreement) are satisfieéie any action of the sort
contemplated by Section 7(e)(iii) of the VUE Terman Agreement with respect to the Partnership poéits Subsidiaries (as
defined in the VUE Term Loan Agreement) or the tseéany of the foregoing without the prior writtagreement of all Partners
holding Common Interests at such time.”

(c) Section 10.03(c) of the Partnership Agreemetieireby amended by deleting in its entirety tloeose sentence thereof and
replacing it with the following sentence:

“Except as set forth in Section 10.03(e), the pasehand sale of the Selling Party’s Common Intersgsall be consummated at a
closing the date and time of which shall be setébiethe Purchasing Party and provided in writihtgast seven days prior thereto;
providedthat, in the case of a Diller Put or a Diller Callich date shall not be later than the 20th Busibey following the date of
receipt by the relevant party of the applicablereise notice, and in all other cases the such slz# not be later than the 20th
Business Day following the date of the determimatibthe Appraised Value.”

(d) Section 10.03(d)(iii) of the Partnership Agremrhis hereby amended and restated in its entiefpllows:

“(iii) notwithstanding anything to the contrary @tauses (i) or (ii) of this Section 10.03(d), thppkaised Value of the Partnership with
respect to a Diller Put or a Diller Call shall betefrmined as of April 1, 2003 by a single Investhizenk that is mutually agreeable to
Universal and Diller (each acting in its sole dii@n). In the event that Universal and Diller areble to mutually agree for any
reason on the Investment Bank within 5 days foltaywihe date of receipt by the relevant party ofapplicable exercise notice,
Universal and Diller hereby agree that for purpadeSection 10.03(b) of the Partnership Agreemiat purchase price with respec
the Diller Put and the Diller Call shall be $273)0m00.”

(e) Section 10.03(e) of the Partnership Agreemsehereby amended and restated in its entiretyaid as follows:
“(e) At the election of the Purchasing Party anddésordance with this Section 10.03(e), paymeti@fpurchase price upon the

exercise of a Call or a Put may be made in Vivéhdiinary Shares. In order for the Purchasing Rarglect to deliver Vivendi
Ordinary Shares, the Purchasing




Party shall specify that it is electing to delivdvendi Ordinary Shares in lieu of cash in the terit notice of the Purchasing Party
designating the closing date pursuant to Sectio®3(6) (without giving effect to the proviso therg{the “ Closing Date Notic. In
the event that the Purchasing Party elects to elelfivendi Ordinary Shares pursuant to this Sectioi®3(e), the Selling Party shall
entitled to the rights set forth in Section 10.93éhd the closing of the Put or Call shall takacpl over a consecutive 15 Business Day
period commencing on the closing date specifietiénClosing Date Notice; provided that the clogllage specified in the Closing
Date Notice shall be a date within 20 Business Daljswing the date of receipt by the relevant part the Closing Date Notice. On
each day during the 15 Business Day closing petimPurchasing Party shall deliver to USAI olAfEliates or Diller, as the case
may be, 1/15 th of the applicable purchase pritéosth in Section 10.03(a) or Section 10.03(bYimendi Ordinary Shares (or, if
Diller requests, other common equity securitie¥ioendi listed on an exchange other than that oiclwthe Vivendi Ordinary Shares
are listed and representing an equivalent numb¥iahndi Ordinary Shares) valued based on the otpprice on that day of Vivendi
Ordinary Shares on the primary exchange on whittadtes, as reported by Bloomberg in U.S. dollars. Vivendi Ordinary Shares
(or other common equity securities of Vivendi) detied by the Purchasing Party pursuant to thisi&et0.03(e) shall be delivered
later than one hour after the primary exchange biclnthe Vivendi Ordinary Shares (or other commaquity securities of Vivendi)
being delivered hereunder closes free and cleall &fens and shall, in the case of Vivendi Ordin&hares, be listed for trading on
Paris Bourse and freely transferable on the Parig$®. Solely for purposes of this Section 10.03(e) Selling Party shall be requir
to deliver the assignments and bills of sale refegd in Section 10.03(c) assigning 1/15 th of bsn@on Interests to the Purchasing
Party free and clear of any Liens, on each dah®flb Business Day closing period described hefdia.ability of Vivendi or any
successor or new parent entity to Vivendi to ismuye shares hereunder shall be subject to (i) aatish of the listing provisions of the
definition of Vivendi Ordinary Shares, (ii) the $eg Party receiving over the 15 Business Day clggieriod securities that represent
less than 5% of the publicly-traded common stockrdinary shares of Vivendi or such successor or parent entity immediately
prior to such 15 Business Day period, assumingp@oposes of calculating compliance with such 58éghold, that the number of
securities issued is calculated based on the ggsice of such securities on the primary exchamgehich such securities trade on
the date of the Closing Date Notice, and (iii) fidés (or such successor’s or such new parentyesijticontinued ownership and
control of the Partnership and the cable assetsitad therein. For purposes of this Section 1@)02( Business Day means any day
other than a Saturday, Sunday, a U.S. Federaldyobd a day on which banks in France are closed.”

SECTION 2. Effectiveness. This Amendment shall be effective as of the diasé set forth above.

SECTION 3.  Effect of Amendment . Except as expressly set forth herein, this




Amendment shall not by implication or otherwiseitinmpair, constitute a waiver of, or otherwiséeat the rights and remedies of any of the
parties to the Partnership Agreement, and shalbhet, modify, amend or in any way affect anyted terms, conditions, obligations, covenants
or agreements contained in the Partnership Agregrakof which are hereby ratified and affirmedaith respects and shall continue in full
force and effect.

SECTION 4.  Counterparts. This Amendment may be executed in multiple coynates, each of which shall be deemed an ori
and all of which, taken together, shall constite and the same instrument. Delivery of any execabunterpart of a signature page of this
Amendment by facsimile transmission shall be asotiffe as delivery of a manually executed countétpereof.

SECTION 5.  Applicable Law . THIS AMENDMENT SHALL BE GOVERNED BY AND CONSTRUED | N ACCORDANCE
WITH THE LAWS OF THE STATE OF DELAWARE WITHOUT GIVI NG EFFECT TO THE CONFLICTS OF LAW PRINCIPLES
THEREOF.

SECTION 6.Jurisdiction . Each of the Partners (i) consents to and subite@ and its property to the personal jurisdintif any
Federal or state court located in the State of Wata in the event of any dispute arising out ofedating to this Amendment, (ii) agrees that it
will not attempt to deny or defeat such personasgliction by motion or other request for leavenfrany such court, (iii) agrees that it will not
bring any action relating to this Agreement in @oyrt other than a Federal or state court sittinthé State of Delaware and (iv) hereby wa
any rights such Partner may have to personal seofisummons, complaint or other process in coimetherewith, and agrees that service
may be made by registered or certified mail adém$s such Partner and sent in accordance withrthasions of Article XIV of the
Partnership Agreement. It is hereby expressly wstded by the parties hereto that this Section @ als® be applicable to Amendment No. 1,
dated as of November 25, 2002, to the Partnerspiedmnent.




IN WITNESS WHEREOF, the parties hereto have catissdAmendment to be duly executed by their respectuthorized
officers as of the day and year first above written

USI ENTERTAINMENT, INC.
By: /s/ KAREN RANDALL
Name: Karen Randal
Title: Executive Vice Presidel

USANI HOLDING XX, INC.
By: /s KAREN RANDALL
Name: Karen Randal
Title: Executive Vice Presidel

UNIVERSAL PICTURES
INTERNATIONAL HOLDINGS BV
By: /s/ AD HESKES

Name: Ad Heskes

Title:  Vice President, Leg:

UNIVERSAL PICTURES
INTERNATIONAL HOLDINGS 2 BV
By: /s/ AD HESKES

Name: Ad Heskes

Title:  Vice President, Leg:

NYCSPIRIT CORP. I

By: /s AUTHORIZED REPRESENTATIVE
Name:
Title:




INTERACTIVECORP,
By: /s DARA KHOSROWSHAHI
Name: Dara Khosrowshat
Title: Executive Vice President and Chief Finan
Officer

USANi SUB LLC,

By: /s/ DARA KHOSROWSHAHI
Name: Dara Khosrowshat
Title: Vice Presiden

NEW-U STUDIOS HOLDINGS, INC.

By: /s/ DARA KHOSROWSHAHI
Name: Dara Khosrowshat
Title: Vice Presiden

BARRY DILLER
/s/ Barry Diller

UNIVERSAL STUDIOS, INC.,
By: /sIKAREN RANDALL
Name: Karen Randal
Title: Executive Vice President and Gene
Counsel







Entity

InterActiveCorp Subsidiaries
(as of December 31, 2003)

Jurisdiction of Formation

4075650 Canada, In

8831-8833 Sunset, LL(

Access Direct Telemarkting, In
AceNet Travel Network LLC

AST LLC

AST Sub, Inc

Avaltus, Inc.

Barama, S.A

BILLETnet A/S

Billettservice AS

CAID SA

Canadian Holdings, LL(

Cinema Acquisition LLC
CitySearch Canada, In

Classic Custom Vacations, Ir

DN Holdings, Inc.

EC2 Consulting

ECS Hoops Fulfillment LLC

ECS Sports Fulfillment LL(
EIGAC Holdings, Inc

EL 2003 Holdings, Inc

Elicia Acquisition Corg
Entertainment Publications of Canada Limi
Entertainment Publications of Puerto Rico, |
Entertainment Publications Operating Company,
Entertainment Publications, Ir
Esperanza TV LLC (fka HSE Media LL(
EUVIA Media AG & Co. KG
EUVIA Media Werwaltungs AC
Euvia Travel Gmbk

Exception Management Services
Expedia Austrailia Pty. Ltc
Expedia Canada Cor

Expedia Corporate Travel, In
Expedia Finland O

Expedia France s.a

Expedia Italy S.r.L

Expedia Netherlanc

Expedia Nova Scotia Corporati
Expedia Portuge

Expedia S.A

Expedia Spain, S.1

Expedia, Inc

Expedia.com Gmbt

Expedia.com Limite(

FC1013 Limitec

H.O.T. Belgium S.A

H.O.T. Networks Gmbt

Hancock Information Group, In

Canade
Delaware
lowa
New Jerse!
Delaware
Delaware
New Jerse!
Belgium
Denmark
Norway
France
Delaware
Delaware
Canade
Nevada
Delaware

Peopl¢s Rep. Chini

Delaware
Delaware
Delaware
Delaware
Delaware
Cands
Delaware
Delaware
Michigan
Delaware
Germany
Germany
Germany
Delaware
Austrailia
Canade
Nevada
Finland
France
Italy
Netherland:
Nova Scotic
Portugal
Belgium
Spain
Washingtor
Germany
United Kingdom
United Kingdom
Belgium
Germany
Florida

Exhibit 21.1



Home Shopping Espanol (Mexico) S. De R.L. De C
Home Shopping Espanol (Mexico) Servicios S.DeR.L(D¥.
Home Shopping Europe A

Home Shopping Europe Broadcasting S.|
Home Shopping Europe Digital Gmk

Home Shopping Europe en Francais ¢
Home Shopping Europe en het Nederlands, |
Home Shopping Europe Lt

Home Shopping Europe S.p.

Home Shopping Network En Espanol, LI
Home Shopping Network En Espanal,
Home Shopping Network, In

Home Shopping Shanghai Li

HomeSpace Acquisition Compa

Hotels.comr

Hotels.com Asia Pacific Limite

Hotels.com GP, LL(

Hotels.com, L.P

Hotwire, Inc.

HRN 99 Holdings, LLC

HRN Contracting Company, In

HRN France SA!

HRN Internationa

HRN Marketing Services, In

HSE Media LLC

HSN Capital LLC

HSN Catalog Services, In

HSN Direct LLC

HSN Fulfillment LLC

HSN General Partner LL

HSN GmbH & Co. KC

HSN Home Shopping Network Gmk

HSN Improvements LL(

HSN Interactive LLC

HSN LP

HSN New Media Gmbt

HSN of Nevada LLC

HSN Realty LLC

HSNAutomatic LLC

HTRF Holdings, Inc

HTRF Ventures, LLC

IAC France

IACT Global, Inc.

IACT US, Inc.

IAN.com, L.P.

[IC Holdings Incorporate:

Ingenious Designs LL(

Interactive Affiliate Network, LLC

Interactive Domain Name Holdings Corporat
Intercambios Intermacionales de Vacaciones Intdntafnational Espana S..
Intercambios Internacionales de Vacaciones SA d¢

Mexico
Mexico
Germany
Italy
Germany
Belgium
Belgium
United Kingdom
Italy
Delaware
Delaware
Delaware
Peopl’s Rep. Chini
Delaware
Delaware
Hong Kong
Texas
Texas
Delaware
New York
Delaware
France
Cayman lIsland
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Germany
Germany
Delaware
Delaware
Delaware
Germany
Delaware
Delaware
Delaware
Delaware
Delaware
France
Nevada
Nevada
Delaware
Delaware
Delaware
Delaware
Nova Scotia, Canac
Spain
Mexico




Internet Investments, In

Internet Shopping Network LL:

Interval Acquisition Corp

Interval European Holdings Limite
Interval Holdings, Inc

Interval International (Israel) Vacation Enterpsded.
Interval International Argentina S.,
Interval International Brasil Servicos Lt
Interval International Canada, Ir

Interval International de Chile S.,

Interval International de Colombia, S.
Interval International Devre Mulk Turizm Limitedr&eéti
Interval International Egypt Ltc

Interval International Finland C

Interval International France S..

Interval International Gmbl

Interval International Greece Lt

Interval International Holdings In

Interval International Holdings Mexico S.A. de C
Interval International India Private Limite
Interval International Italia SR

Interval International Ltd

Interval International Overseas Holdings, |
Interval International, Inc

Interval Resort and Financial Services, |
Interval Servicios de Mexico S.A. de C.
Interval Software Services (Europe), LI
Interval Software Services, LL

Interval Travel Limitec

Interval Travel, Inc

Interval U.K. Holdings Limitec

Interval Vacation Exchange, In

Intervalo Intemacional Prestacao de Servicos
Jupiter Shop Channel Co. L

Kirk, Inc.

Kiss.com, Inc

Lending Tree, Inc

MarkeTech Services, In

Marvillo, S.a.r.l.

Match.com LP (Formerly Match.com In
MatchLive LLC

Menterprise Gmbt

Meragon Financial Services, Ir

Meridian Financial Services In
Metropolital Travel

Miami USA Broadcasting Productions, I
Miami USA Broadcasting, In¢

Microflex 2001, LLC

Neun Live Fernsehen Geschaftsfungs Gn
Neun Live Fernsehen GmbH & Co. K
Neun Live Musikveriag Gmbt

Bahamas
Delaware
Delaware
Delaware
Delaware
Israel
Argentina
Brazil
Canade
Chile
Colombia
Turkey
Egypt
Finland
France
Germany
Greece
Florida
Mexico
India
Italy
England & Wale:
Florida
Florida
Florida
Mexico
Northern Irelanc
Florida
England & Wale:
Florida
England & Wale:
Delaware
Portugal
Japar
California
Washingtor
Delaware
Delaware
Luxembourg
Delaware
Delaware
Germany
North Caroling
North Caroling
Washingtor
Florida
Florida
Delaware
Germany
Germany
Germany




Newtrade Technology Cor Canade

New-U Studios Holdings, Inc Delaware
NLG Merger Corp Delaware
Organizacion Interval International C. Venezuele
Points Investments, In Delaware
PRCNETCARE.COM, Inc Delaware
Precision Relay Services, Ir Florida
Precision Response Corporat Florida
Precision Response of Colorado, | Delaware
Precision Response of Louisana, | Delaware
Precision Response of North America, | Delaware
Precision Response of Pennsylvania, Delaware
Precision Response of Texas, | Delaware
RA Ontario, Inc. Canads
Reseau Admission, Lti Canads
ReserveAmerica CA In( California
ReserveAmerica Holdings, In Canade
ReserveAmerica US Holdings, Ir Delaware
ReserveAmerica, In New York
Room Finders, Inc Louisiana
Sage Systems, In Washingtor
Sally Foster, Inc Michigan
Savoy Pictures Entertainment, i Delaware
Savoy Pictures Television Programming, | Delaware
Savoy Stations, Inc Delaware
Savoy Television Holdings, In Delaware
SF Broadcasting of Green Bay, | Delaware
SF Broadcasting of Honolulu, In Delaware
SF Broadcasting of Mobile, In Delaware
SF Broadcasting of New Orleans, i Delaware
SF Broadcasting of Wisconsin, Ir Delaware
SF Green Bay License Subsidiary, | Delaware
SF Honolulu License Subsidiary, Ir Delaware
SF Mobile License Subsidiary, Ir Delaware
SF Multistations, Inc Delaware
SF New Orleans License Subsidiary, | Delaware
Short Shopping LL(C Delaware
Silver King Investment Holding, In Delaware
SK Holdings, Inc Delaware
SKC Investments, Inc Delaware
Soulmates International, In Delaware
Soulmates Limitec New Zealanc
Soulmates Technology Pty. L1 New South Wales Austraili
Southpoint Management Lt Canade
Styleclick Chicago, Inc Delaware
Styleclick, Inc. Delaware
Synchro Systems Limite United Kingdom
Telemation, Inc Delaware
The Ticket Shop Limite: Ireland
Ticket Service Nederlanc Netherland:
Ticketline Ltd. Ireland




Ticketmaste

Ticketmaster AT, LLC

Ticketmaster California Gift Certificates LL
Ticketmaster Canada Lt

Ticketmaster Cinema Group Lt
Ticketmaster Corporatic

Ticketmaster EDCS LL(

Ticketmaster Florida Gift Certificates LL
Ticketmaster France Holdings Co. EUI
Ticketmaster Georgia Gift Certificates LL
Ticketmaster Group, In

Ticketmaster Indiana Holdings Corporati
Ticketmaster International Events L
Ticketmaster LLC

Ticketmaster Multimedia Holdings Ir
Ticketmaster New Ventures Holdings, |i
Ticketmaster New Ventures L
Ticketmaster Online City Sear- Canadz
Ticketmaster Online City Sear- UK Ltd.
Ticketmaster Pacific Acquisitions, In
Ticketmaster UK Limitec

Ticketmaster West Virginia Gift Certificates LL
Ticketmaste-Indiana JV
Ticketmaste-Indiana LLC

Ticketron Australia Pty Ltd. (ACN 089 551 2t
Ticketshop (NI) Limitec

Ticketweb, Inc.

Ticketweb, Ltd.

TM Number One Limitec

TM Travel LLC

TM Vista, Inc.

TM7 Pty Ltd (CAN 089 258 817

TMC Realty LLC

Travel Marketing and Advertising, In
TravelNow.com Inc

Travelscape.com, In

TS 2001 Holdings, Inc

TV Travel Group Ltd

TV Travel Shop Europe Ltd. (TVTE

TV Travel Shop Germany Gmbh & Co K
TV Travel Shop Ltd (TVTS

TVSN Asia Pacific (Holdings) Limite:
TVSN China (Holdings) Limitet

TVSN China Limitec

TVSN International Trading (Sourcin
TVTS Broadcasting Ltd. (TVTSE

TVTS holidays Ltd

uDate.com Limitec

uDate.com, Inc

Unicorn Acquisition Corp

USA - VUE Funding Corp

Delaware
Colorado
California
Canade
Delaware
Illinois
Delaware
Florida
France
Georgia
Illinois
Indiana
United Kingdom
Delaware
Delaware
Delaware
Cayman lIsland
Canade
United Kingdom
Delaware
United Kingdom
West Virginia
Indiana
Indiana
Australia
Northern Irelanc
Delaware
United Kingdom
United Kingdom
Delaware
Virginia
Australia
United Kingdom
Delaware
Delaware
Nevada
Delaware
United Kingdom
United Kingdom
Germany
United Kingdom
British Virgin Islands
British Virgin Islands
Hong Kong
Peopl’s Rep. Chini
United Kingdom
United Kingdom
England/Wale:
Delaware
Delaware
Delaware




USA Broadcasting Inc

USA Broadcasting Productions, Ir

USA Electronic Commerce and Services L
USA Media Corg

USA Media LLC

USA Station Group Communications LL
USA Station Group Communications, I
USA Station Group of Ann Arbor, In
USA Station Group of Michigan, In
USA Station Group of Northern Cal. Ir
USA Station Group of Oregon, In

USA Station Group of Salem, In

USA Station Group of South Dakota, L1
USA Station Group, Inc

USA Video Distribution LLC

USAI Sub Inc.

USANI Capital Corp

USANI Holding XI, Inc.

USANI LLC

USANI Sub LLC

Venta de Boletas Por Compudora S.A. de (
Ventana Television Holdings, In
Ventana Television, In(

Visual Star

Worldex Corporatior

Worldwide Ticket Systems, In

XEI Sub 1, Inc.

XEI Sub 2, Inc.

XEI Sub 3, Inc.

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Mexico
Delaware
Delaware
Peopl¢s Republic Chini
Florida
Washingtor
Washingtor
Washingtor
Washingtor
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CONSENT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS

EXHIBIT 23.1

We consent to the incorporation by refeeeincthe following registration statements (and amendments thereto) of our report dated
February 9, 2004 with respect to the consolidatemhtial statements and financial statement ofAdtveCorp (formerly USA Interactive)
included in this Annual Report (Form 10-K) for thear ended December 31, 2003:

New York, New York
March 12, 2004

COMMISSION FILE NO.

Form S-8, No. 033-53909
Form S-8, No. 333-03717
Form S-8, No. 333-18763
Form S-8, No. 333-34146
Form S-8, No. 333-37284
Form S-8, No. 333-37286
Form S-8, No. 333-48863
Form S-8, No. 333-48869
Form S-8, No. 333-57667
Form S-8, No. 333-65335
Form S-3, No. 333-81576
Form S-3, No. 333-88850
Form S-3, No. 333-87226

Form S-8, No
Form S-8, No
Form S-8, No
Form S-8, No
Form S-8, No
Form S-8, No

. 333-105095
. 333-105014
. 333-105876
. 333-104973
. 333-110247
. 333-101199

/s/ ERNST & YOUNG LLP

QuickLinks

CONSENT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS
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CONSENT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS

EXHIBIT 23.2

We consent to the incorporation by refeeeincthe following registration statements (and amendments thereto) of our report dated
November 28, 2003 with respect to the consolidétethcial statements of H.O.T. Networks GmbH anlsadiaries included in this Annu
Report (Form 10-K) for the year ended Decembe2803:

New York, New York
March 12, 2004

COMMISSION FILE NO.

Form S-8, No. 033-53909
Form S-8, No. 333-03717
Form S-8, No. 333-18763
Form S-8, No. 333-34146
Form S-8, No. 333-37284
Form S-8, No. 333-37286
Form S-8, No. 333-48863
Form S-8, No. 333-48869
Form S-8, No. 333-57667
Form S-8, No. 333-65335
Form S-3, No. 333-81576
Form S-3, No. 333-88850
Form S-3, No. 333-87226

Form S-8, No
Form S-8, No
Form S-8, No
Form S-8, No
Form S-8, No
Form S-8, No

. 333-105095
. 333-105014
. 333-105876
. 333-104973
. 333-110247
. 333-101199

/s/ ERNST & YOUNG LLP

QuickLinks

CONSENT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS



Exhibit 31.1

Certification

[, Barry Diller, Chairman and Chief Executive O#icof InterActiveCorp (“IAC”), certify that:

1.

2.

| have reviewed this annual report on Form 10-KAGE;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the
period covered by this report;

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5%¢r the registrant and we have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b) evaluated the effectiveness of the registrant’slogsire controls and procedures and presentedsimegport our conclusions about
the effectiveness of the disclosure controls andgaures, as of the end of the period coveredibyébort based on such
evaluation;

c) disclosed in this report any change in the registsanternal control over financial reporting tratcurred during the period
covered by this report that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over
financial reporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiartevhal control over financial
reporting, to the registrant’s auditors and theitae@mmittee of the registrastboard of directors (or persons performing thevedent
functions):

a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that involveanaggement or other employees who have a significdain the registrant’s
internal control over financial reporting.

Dated: March 15, 2004

By: /s/BARRY DILLER
Barry Diller
Chairman and Chief Executive Offic




Exhibit 31.2

Certification

I, Dara Khosrowshahi, Executive Vice President @héef Financial Officer of InterActiveCorp (“IAC”)certify that:

1.

2.

| have reviewed this annual report on Form 10-KAGE;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the
period covered by this report;

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5%¢r the registrant and we have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b) evaluated the effectiveness of the registrant’slogsire controls and procedures and presentedsimegport our conclusions about
the effectiveness of the disclosure controls andgaures, as of the end of the period coveredibyébort based on such
evaluation;

c) disclosed in this report any change in the registsanternal control over financial reporting tratcurred during the period
covered by this report that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over
financial reporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiartevhal control over financial
reporting, to the registrant’s auditors and theitae@mmittee of the registrastboard of directors (or persons performing thevedent
functions):

a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that involveanaggement or other employees who have a significdain the registrant’s
internal control over financial reporting.

Dated: March 15, 2004

By: /s/ DARA KHOSROWSHAHI
Dara Khosrowshal
Executive Vice President and Chief Financial Offi




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

[, Barry Diller, Chairman and Chief Executive O#ficof InterActiveCorp (the “Company”), certify, jauant to Section 906 of the Sarbanes-
Oxley Act of 2002, 18 U.S.C. Section 1350, thatmip knowledge:

Q) the Annual Report on Form 10-K of the Company far &annual period ended December 31, 2003 (the ‘Rgpdhich this statement
accompanies fully complies with the requirementSeé€tion 13(a) or 15(d) of the Securities Exchafsgteof 1934 (15 U.S.C. 78m or
780(d)); and

(2) the information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations of the
Company.

Dated: March 15, 2004

By: /s/BARRY DILLER
Barry Diller
Chairman and Chief Executive Offic







Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Dara Khosrowshahi, Executive Vice President @héef Financial Officer of InterActiveCorp (the “@gpany”), certify, pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, 18 U.S.Cti8e 1350, that, to my knowledge:

Q) the Annual Report on Form 10-K of the Company far &annual period ended December 31, 2003 (the ‘Rgpdhich this statement

accompanies fully complies with the requirementSeé€tion 13(a) or 15(d) of the Securities Exchafsgteof 1934 (15 U.S.C. 78m or
780(d)); and

(2) the information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations of the
Company.

Dated: March 15, 2004

By: /sIDARA KHOSROWSHAHI
Dara Khosrowshal
Executive Vice President and
Chief Financial Office
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Exhibit 99.1
Consolidated Financial Statements and Report cfgdaddent Auditors
H.O.T. Networks GmbH and Subsidiaries
For the years ended December 31, 2002, 2001 ar@ 200
CONTENTS
Page
Report of Independent Audito 3
Consolidated Financial Stateme
Consolidated Statements of Operati 4
Consolidated Balance She: 56
Consolidated Statements of Shareholders' E 7
Consolidated Statements of Cash Flc 8
Notes to Consolidated Financial Stateme 921

REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Shareholders
H.O.T. Networks GmbH and Subsidiaries

We have audited the accompanying cons@iibtlance sheet of H.O.T. Networks GmbH and sigrgd as of December 31, 2002, and
the related consolidated statement of operatidregebolders' equity and cash flows for the yeaedridecember 31, 2002. These financial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial statements based
on our audit.

We conducted our audit in accordance witthitang standards generally accepted in the Urfiitedes. Those standards require that we
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit includes
examining, on a test basis, evidence supportinguheunts and disclosures in the financial statesaét audit also includes assessing the
accounting principles used and significant estisiatade by management, as well as evaluating thalbfisancial statement presentation. '
believe that our audit provide a reasonable basisdr opinion.

In our opinion, the consolidated finanattements referred to above present fairly, imalerial respects, the consolidated financial
position of H.O.T. Networks GmbH and subsidiarieBacember 31, 2002 and the consolidated resuits operations and its cash flows for
the year ended December 31, 2002, in conformitii ettcounting principles generally accepted in thédd States.

As discussed in Note 3 to the consolidéitehcial statements, on January 1, 2002, the Cosnpdopted Statement of Financial
Accounting Standards ("SFAS") No. 142, "Accountfog Goodwill and Other Intangible Assets."

/sl Ernst & Young LLP

New York, New York
November 28, 200



Service revenu
Sales

Net revenue
Operating costs and
expenses
Cost of sales-service
revenue
Cost of sale:

Gross profil
Selling and marketin
General and
administrative
Engineering an
programming
Restructuring charge
Amortization
Depreciatior

Operating los:
Other income
(expense)
Interest incom:

Interest expens
Other (expense)
income

Gain on sale @
fixed asset:
Equity in losses it
unconsolidated
subsidiaries and
other

Total other income
(expense), ne

Loss from operation
before income taxes
and minority interes
Income tax (expensi
benefit

Minority interest

Net loss

H.O.T. NETWORKS GmbH AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31

2002

2001

2000

(unaudited)

(In '000 Euros)

(unaudited)

€ 43,15: € 8,62¢ 3,50(
23,69: 13,22¢ 2,791
66,84« 21,85 6,297

2,61z 5,40¢ 2,931
21,27¢ 13,27 2,94¢
42,95¢ 3,18: 42(

4,771 6,641 1,271
44,19 60,21 20,86¢
22,078 18,90¢ 1,30¢

124,64 3,50( —
— 2,64¢ 59¢
9,10z 9,63: 2,92:
(161,82) (98,35¢) (26,55()
27¢ 55€ 122
(23,64¢) (12,17 (1,376)
(1,799 — 38¢
3,20¢ — —
(5,587) (16,69:) —
(27,549 (28,319 (867)
(189,37 (126,66 (27,41)
4) 35 —
(3,259 6,10( 1,38¢

€ (192,62) € (120,53) € (26,032

The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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H.O.T. NETWORKS GmbH AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS
December 31 December 31
2002 2001
(unaudited)
(In '000 Euros)
CURRENT ASSETS:
Cash € 5,75¢ € 17,50¢
Accounts receivable, net of allowance€110 anc€171,
respectively 18,40" 14,57(
Inventories, ne — 9,39:
Other current assets, r 1,292 2,152
Total current asse 25,45¢ 43,61¢
PROPERTY, PLANT AND EQUIPMENT:
Computer and broadcast equipm 2,10t 25,93¢
Buildings and leasehold improveme 1,361 24,67¢
Furniture and other equipme 10,62« 29,26¢
Land — 14,45¢
Projects in progres — 18,32¢
14,09( 112,66!
Less: accumulated depreciation and amortize (12,119 (25,062)
Total property, plant and equipme 1,971 87,60:
OTHER ASSETS:
Goodwill 135,48 60,01¢
Intangible assets, n 49,39: 31z
Long-term investment — 20,21¢
Other, ne 4,67¢ 3,86t
Total other assel 189,55: 84,41
TOTAL ASSETS €216,97¢ €215,63¢
] 1

The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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H.O.T. NETWORKS GmbH AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS' EQUITY

December 31, December 31,

2002 2001

(unaudited)



(In '000 Euros)

CURRENT LIABILITIES:

Accounts payable, trac €5,98¢ €27,14:
Other current liabilitie: 13,42 24,74
Current maturities of lor-term obligations — 15,17¢
Other accrued liabilitie — 2,82¢
Total current liabilities 19,40¢ 69,89:
Long-Term obligations, net of current maturities 38 657
Shareholder loans 352,74 277,93t
Deferred income taxes — 1,822
Minority interest 172,16 —

SHAREHOLDERS' EQUITY:
Common stock—€1 par value; 7,500 shares authorized,
issued and outstanding at December 31, 2002 anti 200

respectively 7,50( 7,50(
Additional paic-in capital 4,32( 4,32(
Accumulated defici (339,199 (146,56
Accumulated other comprehensive inco — 72
Total shareholders' equi (327,379 (134,67
TOTAL LIABILITIES AND SHAREHOLDERS'
EQUITY €216,97! €215,63:
I —— I —
The accompanying Notes to Consolidated FinancetkeStents are an integral part of these statements.
6
H.O.T. NETWORKS GmbH AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
Accum.
Common Stock Other
Addit. Comp.
Paid-in (Accum. Income
Total € Shares Capital Deficit) (Loss)
Balance as of December 31, 1999 (unaudite € — € — € — € — € —
Issuance of common sto 9,27¢ 7,50C  7,50C 1,77¢
Contributed capite 1,274 1,274
Comprehensive los
Net loss for the year ended December 31, - (26,039 (26,039
Foreign currency translatic (25) (25)
Comprehensive loss (26,059
Balance as of December 31, 2000 (unaudite (15,509 7,500  7,50C 3,04¢ (26,039 (25)
Contributed capite 1,271 1,271
Comprehensive income (los:
Net loss for the year ended December 31, ? (120,539 (120,539
Foreign currency translatic 97 97
Comprehensive loss (120,43

Balance as of December 31, 2001 (unaudite (134,67 7,50C  7,50C 4,32( (146,56 72




Comprehensive los
Net loss for the year ended December 31, -

Foreign currency translation

Comprehensive los

Balance as of December 31, 20(

(192,62)
(72)

(192,699

(192,62)
(72)

€ (327,37)€

7,50(

7,50C € 4,32( € (339,199 € =

The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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Cash flows fronr
operating activities
Net Loss
Adjustments tc
reconcile net los
from operations
to net cash
provided by
operating
activities:
Depreciatior
and
amortization
Equity in
losses in
unconsolidate
subsidiaries
and othel
Gain on sale
of fixed asset:
Restructuring
charges
Minority
interest
Changes in ass¢
and liabilities:
Accounts and
notes
receivable

Inventories
Accounts
payable
Accrued
liabilities and
other current
liabilities
Other, ne

H.O.T. NETWORKS GmbH AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

2002 2001 2000
(unaudited) (unaudited)
(In '000 Euros)
€ (192,62) € (120,53) € (26,039
9,10z 12,27¢ 3,521
5,581 16,69: —
(3,206 — —
124,64( 3,50( —
3,25: (6,100 (1,389
(7,56%) (12,150 (4,85%)
754 (7,817 (1,577
(16,489 7,922 21,64:
(6,210 10,161 17,23¢
(494) 2,082 (3,579




Net Cash (Usec
In) Provided By
Operating
Activities (83,249 (93,965 4,97t
Cash flows from
investing activities
Acquisitions, ne

of cash acquire 1,007 (1,019 (3,63¢€)
Capital

expenditure! (2,747 (70,34 (33,319
Proceeds on sa

of asset: 12,00( — —

Increase in long

term investment

and notes

receivable (4,585 (150,92) (38,27()

Other, ne 591 (4,664 (967)

Net Cash Providec

By (Used In)

Investing

Activities 6,26¢€ (226,957 (76,185
Cash flows fron

financing activities

Borrowings 63,86¢ 326,88 60,36:
Proceeds from
issuance of
common stocl — — 9,27¢
Contributed
capital 1,271 1,27¢
Other, ne 1,80¢ 7,32z 3,26¢
Net Cash Providec
By Financing
Activities 65,67: 335,48( 74,17¢
Effect of
exchange rate
changes on cas (43¢) — (25

Net Increase
(Decrease) In

Cash (11,749 14,56 2,941
Cash at beginning
of period 17,50¢ 2,941 —

Cash at End of
Period € 5,75¢ € 17,50¢ € 2,941

The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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H.O.T. NETWORKS GmbH AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1—DESCRIPTION OF BUSINESS
GENERAL

H.O.T. Networks GmbH ("H.O.T. Networks")German limited liability company, was founded iebiFuary 2000 as a holding compe



for home order television companies in Belgiumlylend the United Kingdom (the "Home Shopping E@&roup"). The initial shareholders
of H.O.T. Networks were HSN Home Shopping NetworkliH ("HSN GmbH") which owned 46.67% and two indivadls, Georg Kofler and
Thomas Kirch, both with ownership interests of Z84; respectively. In August 2000, H.O.T. Networkguired a 23.54% interest in H.O.T.
Home Order Television Europe GmbH & Co. KG ("H.OElurope"), a German limited liability company, fré&BS Broadcasting S.A. in
exchange for a proposed 25% interest in H.O.T H8Imapping Television Belgium S.A. ("H.O.T. Belgiunal'subsidiary of H.O.T. Networks).
H.O.T. Europe was formed as a vehicle to hold ter@st, through a subsidiary, in an Italian comp&tgme Shopping Europe Broadcasting
SpA ("HSEB SpA"), which had been granted a broatitugidicense in Italy. HSEB SpA broadcasts a 24fhinteractive teleshopping channel
throughout Italy. In January 2001, H.O.T. Netwoaksjuired 100% of EUVIA Media AG & Co. KG, a Germianited partnership, as well
100% of EUVIA Media Verwaltungs AG, a German stackporation acting as a general partner of EUVIAIMEAG & Co. KG, (collectively
referred to as "EUVIA"). EUVIA, which through cemtesubsidiaries, operates two businesses, "Neua TW' a game show oriented TV
channel, and a travel oriented shopping TV chaandéer the brand name "Sonnenklar”. In addition, .H.®letworks owns 100% of Home
Shopping Europe UK Ltd ("HSE UK"), which was formi@d2001. Collectively these entities make up H.ONEtworks ("the Company").
During 2001, ProSiebenSat.1 Media AG, ("ProSieband) Mrs. Christiane zu SalBalm entered into the EUVIA partnership and subsetly
held equity interests of 48.4% and 3% respectiirelFUVIA. In July 2002 HSN GmbH became the solershalder of H.O.T. Networks by
acquiring the shares of Messrs. Kofler and Kirechthe fourth quarter of 2002, H.O.T. Europe (whimtiudes the operations of Home
Shopping Europe SpA ("HSE SpA") and HSEB SpA) wasgad into H.O.T. Networks. During 2002, basedtenthen current direction of t
Company, management restructured various compooéBisigium, Italy and the United Kingdom subsidkgt In December 2002 H.O.T.
Networks changed its corporate structure from ekstorporation ("AG") to a limited liability comps("GmbH"). The Company is a whol
owned subsidiary of Home Shopping Network ("HSNVhich in turn is a wholly owned subsidiary of ImetiveCorp. In connection with
operating the businesses noted above, H.O.T. Nksawms undertaken to fund 100% of the cash reqeinésrand operating losses up to Euro
179 million, with the funding obligations terminagj if EUVIA remains profitable for two consecutifiscal years. Through September 30,
2003, H.O.T. Networks funded EUVIA with approximigt&uro 59.1 million. H.O.T. Networks expects timat additional funding will be
required prior to EUVIA achieving profitability fdwo consecutive fiscal years, which is currenttpected to be on December 31, 2003. It is
the intention of HSN to provide the capital fundifig the extent necessary, and not available frimarcsources) required to maintain the
Company's solvency and to continue its operatigrs going concern.

NOTE 2—ORGANIZATION
H.O.T. Europe

During 1999, H.O.T. Europe acquired 63%i8E SpA for Euro 1.1 million. Under a purchase agrents dated August 21, 2000, H.O.T.
Networks acquired a 23.54% interest in H.O.T. Earmpexchange for a proposed 25% interest in H.Belgium. In December 2000, H¢
SpA, acquired a 35% interest in Vallan ItalianarRomarket S.r.l., ("VIP") for the purpose of obtaigifull-time TV-access. Effective
February 2001, HSE SpA increased its ownershipasten VIP by acquiring an
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additional 40% from Internova SpA and Profit SpAibSequently, in 2001 H.O.T. Europe increased itsevghip interest in HSE SpA to 81.
by making a capital contribution of approximatelyr& 23.1 million. By the end of June 2001, HSE $miuired the remaining 25% interest
from Videopiu and subsequently renamed VIP to HSpB. HSEB SpA operates a private TV-channel knowlRete Mia", now operating
under the HSE brand. On April 3, 2001, HSN GmbHtdbuated its 18.5% ownership interest in HSE SpAdt®.T. Europe for consideration
of Euro 5.2 million, bringing H.O.T. Europe's totanership interest in HSE SpA to 100% until Ju@X®, at which time Convergenza
Belgique S.A. ("Convergenza") acquired a 12.5%rege Subsequently, in November 2002, an additibhd&i% of HSE SpA was sold to
Convergenza thus reducing H.O.T. Europe's intéoe36%. As a result of the transactions, H.O.T wéek's ownership interest in H.O.T.
Europe was reduced from 23.54% to 19.18%. In thetlfioquarter of 2002, H.O.T Europe was merged tioCompany. Since H.O.T. Europe
is considered under common ownership with that @.M. Networks, the results of H.O.T. Europe hagerbconsolidated in the accompany
financial statements since January 2000.

EUVIA

In January 2001, H.O.T. Networks acquir8@% of EUVIA for Euro 57,000. During May 2001, Piel§en contributed Euro 484,000 for
48.4% interest in EUVIA. On June 22, 2001, EUViAjaited TM3 Fernsehen GmbH & Co. KG, ("TM3"), whislas subsequently renamed
NEUN LIVE Fernsehen GmbH & Co. KG ("Neun Live"). tieLive used the related broadcasting licensetfelimplementation of a ne
business model to develop a new form of transadtiamced TV. To help finance the acquisition Peif&in contributed an additional Euro
66.5 million and lent EUVIA Euro 112 million. In ddion, on September 28, 2001, Mrs. Christiane amSSalm, acquired a 3% interest in
EUVIA for Euro 30,000 and contributed an additioBairo 270,000 to EUVIA. As a result, H.O.T. Netwsrknterest in EUVIA was reduced
48.6%. In connection with the investments by Prb&meand Mrs. zu Salm-Salm, the total capital in EAJWas increased to Euro 1 million. In
September 2001, the Company entered into a votngritment agreement with Mrs. zu Sa8alm so that the Company controls 51.6% of
votes but because ProSieben had some participégimg the Company did not consolidate EUVIA. OtyJdy 2002, ProSieben lost these
rights, which enabled the Company to consolidat®/ AU Prior to July 1, 2002 the results of EUVIA weeaccounted for under the equity
method of accounting.

NOTE 3—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES



Consolidation

The consolidated financial statements idelthe accounts of the Company and all wholly-owsdasidiaries and voting-controlled
subsidiaries. Significant intercompany transactiand accounts have been eliminated.

Investments in which the Company owns a 209t not in excess of 50%, interest are accoufttedsing the equity method. HSEB SpA
was accounted for using the equity method durir@d2ihd EUVIA was accounted for using the equityhradtin the last six months of 2001
and the first six months of 2002. Commencing Fetyr@@01, and July 2002 the results of HSEB SpABOYIA, respectively, have been
consolidated into the results of the Company.
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Revenue Recognition

Service revenues reflect the informatiarhtelogy ("IT") service activities, which considstrnanagement of hardware and software
systems (including sales/order entry system, irorgrgystem and accounting system), performed by. H.Retworks. Revenues are recogni
as the services are performed.

Sonnenklar, which operates a travel origsteopping channel, receives a commission of 1% &f travel net bookings generated. The
commission is earned and the Company recognizegsaevenue when the travel begins. If the vievaercels before the travel occurs, but
after signing up for the travel, the Company reesig commission on the amount retained by theltpmogider. If the customer does not pay
the travel provider or the travel provider hasaocel the travel, the Company receives no commissiothe case of a cancellation, to which
the Company has a claim, the travel providers ttadiCompany with the cancellation retainer.

Neun Live, which operates a TV game shoanciel, records revenue on a per call basis. The glnows are designed to generate calls
through an interactive voice response system. Néwenis paid a specific amount per call for genieigithese calls. The service revenue is
recorded based on the number of calls and recahagehe amounts are received from the vendor.

H.O.T. Europe's revenues are primarily gategl through the operations of HSE SpA, which istred merchandise sales. Revenues are
generated through sales of consumer goods by noédime, customer-interactive electronic retailesaprograms. Revenues are recognized
upon shipment.

Merchandise Inventories, Net

Merchandise inventories, which consistinished goods, are valued at the lower of cost arket, cost being determined using the finst-
first-out method. Cost includes freight, certairr@feuse costs and other allocable overhead. Markietermined on the basis of net realizable
value, giving consideration to obsolescence andrdtttors. Merchandise inventories are presengedfran inventory carrying adjustment of
Euro 0.3 million at December 31, 2001.

Property, Plant and Equipment

Property, plant and equipment, includirgngicant improvements, are recorded at cost. Re@aid maintenance and any gains or losses
on dispositions are included in operations.

Depreciation and amortization is provideddn a straight-line basis to allocate the costeyfreciable assets to operations over their
estimated service lives.

Asset Category Depreciation/Amortization Period

Computer and Broadcast equipm 3to5 Year

Buildings 20 to 39 Year

Leasehold improvemen 310 10 Year

Furniture and other equipme 3t0 10 Year
11

Long-Lived Assets

The Company's accounting policy regardirgdssessment of the recoverability of the carryalge of lontlived assets, includin



property, plant and equipment, is to review theyiag value of the assets if the facts and circamsts suggest that they may be impaired. If
this review indicates that the carrying value witt be recoverable, as determined based on thegbedj undiscounted future cash flows, the
carrying value is reduced to its estimated faiuealSee "New Accounting Pronouncements" and "Resiing Charges" for further
information related to impairment or disposalsafd-lived assets.

Advertising

Advertising costs are principally expengethe period incurred. Advertising expense forykars ended December 31, 2002, 2001 and
2000 was Euro 0.8 million, Euro 4.4 million and &, respectively.

Income Taxes

The Company accounts for income taxes utigeliability method, and deferred tax assetslaulities are recognized for the future tax
consequences attributable to differences betweefirtancial statement carrying amounts of existingets and liabilities and their respective
tax bases. Deferred tax assets and liabilitiesrez@sured using enacted tax rates in effect foyele in which those temporary differences are
expected to be recovered or settled.

Minority Interest

Minority interest primarily represents Prei3n and Mrs. Christiane zu Salm-Salm's ownerisitgrest in EUVIA from July 1, 2002
through December 31, 2002 and Internova SpA anfitmA's ownership interest in HSEB SpA from Ded®m2000 through January 31,
2001. In addition, at December 31, 2002 the Compeasyclassified redeemable equity interests isbydelJVIA to ProSieben in the amount
Euro 118.5 million, including accrued interestnaisority interest. The redeemable equity interesésdue in 2006, but EUVIA has the right to
extend maturity to 2016 based on meeting certaamitial covenants. The amount is only due to théenainder German law to the extent
sufficient funds in excess of fixed capital at EW\dre available. Interest expense recorded inttiterment of operations related to these
redeemable equity interests for 2002, 2001 and 2&E¥Euro 2.0 million, Euro 0.4 million and Euror@spectively. During 2002 and 2001 an
additional Euro 4.1 million of interest expense wesorded as part of equity in losses in unconatéid subsidiaries and other.

Foreign Currency Translation

The financial position and operating resolft all foreign operations are consolidated usirglocal currency (Euro) as the functional
currency. The assets and liabilities of the UK &libsy have been translated from the UK pound &oElro at the rates of exchange on the
balance sheet date, which amounted to 1.64285cedrbier 31, 2001. As of December 31, 2002 there nei@Essets or liabilities existing for
the UK subsidiary, and all operations existed fee fmonths through the period ended May 31, 2002. fEvenues and expenses of the UK
have been translated from the UK pound to the Btithe average rates of exchange during 2002, @382000, which amounted to 1.60996,
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1.64084 and 1.64074, respectively. Resulting tediwsl gains or losses are included as a comporiemcamulated other comprehensive
income (loss) in shareholders' equity. Since them@any's financial statements are consolidatedtire@perations of Home Shopping Netw:

a U.S. entity, these financial statements are kagatsinto U.S. dollars. At December 31, 2002 a@d12the Euro as compared to the U.S. dollar
is valued at 1.04830 and 0.88600, respectively.aMezage rate for the Euro compared to the U.3amddlring 2002, 2001 and 2000,
respectively, are 0.94540, 0.89661 and 0.92504.

Accounting Estimates

Management of the Company is required tkentrtain estimates and assumptions during thgapagon of consolidated financial
statements in accordance with generally accepteauating principles. These estimates and assungtiopact the reported amount of assets
and liabilities and disclosures of contingent asseid liabilities as of the date of the consoliddieancial statements. They also impact the
reported amount of net earnings during any pedatiual results could differ from those estimates.

New Accounting Pronouncements
Accounting for Goodwill and Other Intangible Asse

On January 1, 2002, the Company adoptedSIRé\ 142, "Goodwill and Other Intangible Asseta"connection with the adoption of this
standard, the Company has not amortized any gobdmiitdefinite-lived intangible assets during 20€2ior to the adoption, all intangible
assets were amortized over their estimated petobe benefited, generally on a straijhe basis. Therefore, the results of operatiom6€81
and 2000 reflect the amortization of goodwill andéfinite-lived intangible assets, while the reswlt operations for 2002 do not reflect such
amortization (see Note 4Goodwill and Other Intangible Assets for a pro fardisclosure depicting the Company's results ofaijmns during
2001 and 2000 after applying the non-amortizatia@vigions of SFAS No. 142). Goodwill amortizaticetorded in operations for the years
ended December 31, 2001 and 2000 was Euro 2.@mdlnd Euro 0.6 million, respectively. In connectiwith the implementation of SFA



No. 142, the Company was required to assess gdavdlindefinit-lived intangible assets for impairment. An assesgrmwas performed in
the second quarter of 2002 and no impairment ekiste

Impairment or Disposal of Lon-Lived Assets

The Company adopted SFAS No. 144, "Accogntdr the Impairment or Disposal of Long-Lived Ass', during the three months ended
March 31, 2002. This statement supersedes SFA3g."Accounting for the Impairment of Lordved Assets and for Assets to Be Dispc
Of", and the accounting and reporting provision&BB Opinion No. 30, "Reporting the Results of Gytiems Reporting the Effects of
Disposal of a Segment of a Business, and Extraargitunusual and Infrequently Occurring Events @rehsactions”, for the disposal of a
segment of a business (as previously defined inahi@ion). SFAS No. 144 established a single anting model, based on the framework
established in SFAS No. 121 for long-lived assetset disposed of for sale. It retains the fundaaigbvisions of SFAS No. 121 for
(a) recognition and measurement of the impairmént o
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long-lived assets to be held and used and (b) memsunt of long-lived assets to be disposed of by sa
Accounting for Costs Associated with Exit or Disdctivities

In July 2002, the FASB issued Statemeriinéncial Accounting Standards No. 146, "AccounfimgCosts Associated with Exit or
Disposal Activities" ("SFAS 146"). SFAS 146 requirthat a liability for costs associated with arnt exidisposal activity be recognized and
measured initially at fair value only when the llap is incurred. SFAS 146 is effective for exit disposal activities that are initiated after
December 31, 2002. The Company does not expeetdihygtion of SFAS 146 to have material impact omjisrating results or financial
position.

Consolidation of Variable Interest Entities

In January 2003, the FASB issued Interpicaiad6 (FIN 46), Consolidation of Variable Inter&ntities. FIN 46 will significantly change
current practice in the accounting for and disalesaf variable interest entities. Under FIN 46 uaihess enterprise that has a controlling
financial interest in a variable interest entityulinclude the variable interest entity's asdétbjlities and results of operations in their
consolidated financial statements. This Interpietaits different from the general current practideonsolidating only those entities in which
an enterprise has a controlling voting interese Téguirements of FIN 46 are effective for finahstatements of interim or annual periods
beginning after December 15, 2003 for variablerggeentities in which an enterprise holds a végiatterest that it acquired before
February 1, 2003 and immediately for all variallerest entities created after January 31, 2008.admpany does not believe that the
application of FIN 46 will not have a material effen its consolidated financial position or resuf operations.

Accounting for Certain Financial Instruments with Garacteristics of Both Liabilities and Equit

In May 2003, the FASB issued SFAS No. I3@counting for Certain Financial Instruments w@haracteristics of Both Liabilities and
Equity.” This pronouncement establishes standandedw an issuer classifies and measures certa@ndial instruments with characteristics of
both liabilities and equity. It requires that aauser classify a financial instrument that is withgscope as a liability (or an asset in some
circumstances). Many of those instruments wereipusly classified as equity. This Statement isaffe for financial instruments entered it
or modified after May 31, 2003. The adoption of 260 is not expected to have a material effe¢cherCompany's consolidated financial
position or results of operations.

Certain Risks, Concentrations and Allowance for Dobtful Accounts

The Company's business is subject to certsks and concentrations including dependencelationships with travel suppliers,
specifically various travel agencies, dependenc&\vgontracts for broadcast rights and exposumstes associated with possible government
intervention. Neun Live is dependent to some expenits relationship with AS Interactive for itsrgiees in providing the IT system behind the
call taking, analysis and taping. EUVIA travel ispgndent on various travel agencies, which pagdh@mission for the sale of travel packages
on air, specifically one of the larger agencies Bigga Touristik GmbH.
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The Company performs ongoing credit evabumat of its customers' financial condition. Thesaleations require significant judgment and
are based on a variety of factors including, butlingited to, current economic trends, historicayment and bad write-off experience.

The Company maintains an allowance for dfoliaccounts for estimated losses resulting framihability or unwillingness of it



customers to make required payments. When the Quyripecomes aware that a specific customer is unabteet its financial obligations,
Company records a specific allowance to reflecieliel of credit risk in the customer's outstandiaegeivable balance. The Company records
bad debt expenses as general and administratiensgp.

The Company is not able to predict chanigéise financial stability of its customers. Any tedal change in the financial status of any
or group of customers could have a material adveffeet on the Company's results of operationsfarahcial condition. As noted above, the
Company is dependent to some extent on its relgtiiprwith AS Interactive. At December 31, 2002 Ageractive accounted for 92% of the
Company's gross accounts receivable and 61% d@ahgpany's revenues.

NOTE 4—GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill and other intangible assets ammased of goodwill of Euro 135.5 million and intgible assets with indefinite lives of Euro
49 million as of December 31, 2002. Goodwill anzation recorded in operations in the twelve momethded December 31, 2001 was
Euro 2.6 million. The increase in goodwill is dwethe consolidation of EUVIA into H.O.T. Networkedinning in July 2002.

The balance of goodwill and intangible éss®as follows (in ‘000 Euro):

December 31,

2002 2001

(unaudited)
Goodwill € 135,480 € 60,01¢
Intangible assets with indefinite liv 49,00z 312
Intangible assets with definite liv: 39C —
Total € 184,87 € 60,33

Intangibles with indefinite lives relatampripally to broadcast licenses acquired in theuggition of Neun Live. Intangibles with definite
lives relate to customer backlog. The average anatidn period for customer backlog is six monthd ¢gherefore all the definite lived
intangible assets will be fully amortized duringd20

The following table adjusts the Compangisarted net loss to exclude amortization experlageto goodwill and other intangible assets
with indefinite lives as if Statement of Financial
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Accounting Standards No. 142, "Accounting for Godidand Other Intangibles Assets" was effectiveulny 1, 2000:

Year Ended December 31

2001 2000

(unaudited) (unaudited)

(in '000 Euros)

Net loss
Reported Net loss € (120,53) £ (26,039
Add: goodwill amortization 2,64t 59¢
Net los—as adjuste! € (117,889 £ (25,439

The following table presents the balancgamfdwill by acquisition, including the changeghe carrying amount of goodwill for the year
ended December 31, 2002 (in '000 Euros):

Balance as o Balance as o
January 1, 2002 Additions (Deductions) December 31, 2002

H.O.T.



Belgium € 3,63¢ € — € (3,639 € —]
H.O.T.

Europe 56,38t — (56,385 —
EUVIA 135,48: 135,48:
Goodwill € 60,01¢ € 135,48. € (60,019 € 135,48

EUVIA goodwill relates to the acquisitiohMeun Live in 2001, however since the Company @téyrted to consolidate EUVIA
commencing July 1, 2002, the amount has been shswaaditions in 2002. Deductions primarily représlee write-off of H.O.T. Europe's
goodwill relating to its investment in HSEB SpA.rRarther discussion on this charge refer to NgtB®&structuring Charges.

NOTE 5—LONG-TERM OBLIGATIONS

At December 31, 2001, borrowings consisinigaf short-term loans from ING BHF Bank AG wi#tm interest rate of 4.42%. In
connection with the 2002 transaction whereby HSNoBracquired the remaining 53.34% of H.O.T. Netwdrksn Messrs. Kofler and Kirch,
these loans were satisfied.

At December 31, 2001, the Company leasediodT equipment under capital leases with irderates at 6.5%. Total fixed assets under
capital lease were Euro 5.1 million with accumudediepreciation of Euro 2.6 million. Depreciatiorperse on these fixed assets approximate
Euro 1.5 million and Euro 1.1 million for 2001 a@00, respectively. During May 2002, the Comparig e IT equipment and assigned the
remaining lease obligations to Home Shopping Euf@e Depreciation expense for these assets duffg vas Euro 315,000.

16
Long-term obligations consist of the foliogy:
December 31
2002 2001
(unaudited)

(In '000 Euros)
Borrowings € — € 14,62¢
Capital Leases — 1,21C
Other 38 —
Total obligations 38 15,83t
Less current maturitie — 15,17¢

Long-term obligations, net of current
maturities € 38 € 657

Aggregate contractual maturities of longvtebligations are as follows:

Years Ending December 31 (In '000 Euros)

2003 —
2004 € 38
2005 —
2006 —
2007 —
Thereaftel —

NOTE 6—INCOME TAXES



A reconciliation of total income tax experns the amounts computed by applying the statuayman federal corporate income tax rate
to earnings from continuing operations before inedaxes and minority interest is shown below. BffecJanuary 1, 2001, the German federal
corporate income was reduced from 42.2% to 26.375%.

The provisions for income taxes consistethe following:

Years Ended December 31

2002 2001 2000

(unaudited) (unaudited)

(In '000 Euros)

Statutory Income te € (49,94¢) € (33,409 € (12,570
Municipal taxes, ne
of federal benefi (3,18¢ (6,320 (1,056

Foreign income,
taxed at a different

rate 38,60« (7,722) 771
Non-deductible

losses on

investments 17,917 — —
Valuation allowanci (3,589 47,41¢ 11,85¢
Other, ne 20¢€ —

Income tax expens
(benefit) € 4 £ (35 € —
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The components of income tax expense afellasys:

Years Ended December 31,

2002 2001 2000

(unaudited) (unaudited)

(In '000 Euros)

Current income tax
expense (benefit

Germany federe € — £ — € —
Municipal — — —
Foreign (35) —

D

Total current income
tax expense (benefi € 4 £ (35 € —

Deferred income ta
(benefit) expense

Germany — — —

Total income tax
expense (benefi € 4 € (35 € —

The tax effects of cumulative temporaryaténces that give rise to significant portionshef deferred tax assets and liabilities at
December 31, 2002 and 2001 are presented belowdlhation allowance represents items for whidh ihore likely than not that the tax
benefit will not be realized.

December 31



2002 2001

(unaudited)
(In '000 Euros)
Current deferred tax assets (liabilitie
Other, ne € — £ 68
Net current deferred tax ass € — € 68

I I
Non-current deferred tax assets (liabilitie

Other, ne € 7,22: € 1,90¢
Net operating loss carryforwar 48,46( 55,541
Less valuation allowance (55,68) (59,279
Net nor-current deferred tax liabilitie € — £ (1,822

At December 31, 2002 the Company has netatimg loss carryforwards of approximately Eur@ b8illion which can be carried forward
indefinitely. The valuation allowance of Euro 58nillion relates at December 31, 2002 primarily & aperating loss carryforwards that the
Company does not expect to utilize.

NOTE 7—COMMITMENTS AND CONTINGENCIES

The Company leases office space, autorrohbidel computer equipment used in connection wsthperations under various operating
leases and contracts. This office space has s#bteatal income in the amount of Euro 125,000 alybatween October 2002 and
September 2005, which has been reflected in tHe bedow and, as such, the future minimum paymkeelsw are shown net of annual suble
income.
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Future minimum payments under non-cancelagteements are as follows:

Years Ending December 31, (In '000 Euros)
2003 € 454
2004 40E
2005 431
2006 52t
2007 52t
Thereaftel 1,44:
Total € 3,78:

Expenses charged to operations were E@ranlion, Euro 2.6 million and Euro 1.1 million féhe years ended December 31, 2002, 2001
and 2000, respectively.

NOTE 8—RESTRUCTURING CHARGES

The Company holds 100% of the shares in.'H.Belgium and HSE UK. HSE UK and various subsidmwithin H.O.T. Belgium becan
insolvent in 2002 as a result of the progressiverd@ation of their financial position. The invesints in these entities, which amounted to
Euro 25 million and Euro 30.4 million, respectivelyere therefore written off in 2002.

Write-offs of intangible assets relatingstandard licenses and software that are no lauggst and could not be transferred to companies
within the Home Shopping Europe Group amounteduieo 598,000 and Euro 3.5 million, respectively, tfog years ended December 31, 2002
and 2001.

Due to the restructuring noted above then@any has vacated certain rented office facilitielunich. As a result, the Company t



recorded a charge of Euro 1.3 million associatet its remaining lease obligation. In addition, @@mpany has written off the net book value
of its leasehold improvements amounting to Euraillian at December 31, 2002.

During 2002, management of the Companyraeted that they were no longer going to fund therations of HSE SpA through H.O.T.
Europe and took a writdewn charge of Euro 63.6 million. Included in thisarge is approximately Euro 49 million relatedtmdwill that was
recorded by HSE SpA in its acquisition of HSEB SpA.

In 2002, H.O.T. Networks recorded a regtring charge of Euro 2.6 million related to emmeytermination costs, which included the
termination of the CEO. The number of employeds.&.T. Networks decreased from 61 at the end ofLl20@ at the end of 2002.

The Company does not have any accrualsinémyeas of December 31, 2002 related to the resiring charges.
NOTE 9—LITIGATION

In the ordinary course of business, the Gamy is a party to various lawsuits. In the opinddmanagement, the ultimate outcome of these
lawsuits should not have a material impact on idpgdity, results of operations, or financial cotiai of the Company.
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NOTE 10—STATEMENTS OF CASH FLOWS

Supplemental Disclosure of Cash Flow Information:

Years Ended December 31

2002 2001 2000

(unaudited) (unaudited)

(In '000 Euros)

Cash paid
during the
period for:
Interest € 45% € 1,28( € 50z
I I I
Income tax
payments € 18 € 7 € —

NOTE 11—RELATED PARTY TRANSACTIONS

As of December 31, 2002, the Company hasaecured loan liability to its shareholder HSNIknin the amount of Euro 323.9 million
in principal and Euro 28.8 million in accrued irgst. The liability arises primarily from two loagraements of November 8, 2000 and July 27,
2001 as well as from contractual loan assignmeptid former shareholders of H.O.T. Networks, Theitdach and Georg Kofler. The loans
have a term of three-years. The interest payabkhareholder loans currently stands at 6.3% attteagnd of the three-year term, is subject to
review. Such review is expected to occur in thetfoguarter of 2003. Several amendments were atidiedth loan agreements with respect to
specific contractual components as well as thedwang arrangement. Both loan agreements includertedf subordination. Interest expense
related to these notes recorded in the statemeargerhtions for 2002, 2001 and 2000 was Euro 1BomjlEuro 9.7 million and
Euro 0.1 million, respectively.

At December 31, 2002, the balance she&ides a 6.80% interest-bearing receivable in theuarnof Euro 1.7 million, including accrued
interest, from Mrs. Christiane zu Salm-Salm, a shalder of EUVIA. The loan is repayable to the Campat the end of the term on
December 31, 2007 but may be called in either foflpartly by the Company if certain conditions arilled by Mrs. Salm-Salm at the end of
each month with a notice period of one month. T™amlis secured by Mrs. Salm-Salm's 3% interestUNIB. At December 31, 2002 the
outstanding receivable is classified within otheseds.

During September 2002, Home Shopping Eurage("HSE DE"), a subsidiary of HSN, assigned reakles due from H.O.T. Europe
GmbH and HSE SpA to the Company for Euro 1.9 milliSubsequently these receivables were writtearudfat December 31, 2002 there was
no outstanding balance.

During May 2002, HSE DE purchased from@oenpany software, hardware, furniture and fixtuaed trademarks for a price



Euro 12.0 million, which resulted in a gain of E®@ million.

During September 2001, the Company sold3& DE several software systems and hardware nsheé iareas of e-commerce and
customer relation management. The revenues gedexateunted to Euro 1.5 million, which has been méed in the 2001 statement of
operations.

In a sublease agreement in October 2000dagt the Company and HSE DE (both owned by HSN Giribid Company rented office and
residential space from HSE DE. The terms and cmmditof the sublease agreement are the same las imterlying contract between Home
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Shopping Europe AG and the landlord. The lease ieten years with a monthly rent of Euro 49,0002002, the Company paid Euro 190,
to the landlord to be released from the rentalement for part of the office premises. Rent expehseged under this agreement amounted to
Euro 886,000, Euro 797,000 and Euro 422,000 foy#aes ended December 31, 2002, 2001 and 200@&atbsgly.

In May 2000, the Company acquired from HHEfixed assets necessary to perform IT serviceagproximately Euro 7.9 million. At tt
time of the contract the Company hired various eygés specializing in IT services from HSE DE.

In a service agreement dated May 26, 20@0Company provided to HSE DE services in thesaodéaata processing, logistics, call
center, e-commerce and IT. Based on this contn@c€bmpany invoiced Euro 2.7 million in 2002, EGr8 million in 2001 and
Euro 3.5 million in 2000 to HSE DE. These amourasehbeen recorded as revenues in the statemepeddtmns for the respective years.

In 2000 and 2001, Georg Kofler, sharehotiféd.O.T. Networks at that time, was paid an ahcoapensation of Euro 0.8 million by
InterActiveCorp, the parent company of HSN, andd2ub million by Leo and Thomas Kirch (shareholdgfrél.O.T. Networks) under an
agreement for Georg Kofler to perform the dutie€&O for H.O.T. Networks and the joint developmand establishment of teleshopping, e-
commerce and other media activities in Europe. &igement originally had a term of 5 years, but wancelled in January 2002. All
payments have been treated as contributed capitakistatement of shareholders' equity for thpeetsve years.
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