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PART |
Item 1. Business
OVERVIEW
IAC Brands and Businesses

IAC operates leading and diversified busg@s in sectors being transformed by the inteoméije and offline... our mission is to harness
the power of interactivity to make daily life easéend more productive for people all over the wolALC operates a diversified portfolio of
specialized and global brands in the following sext

. Retailing, which includes the U.S. and Internaticeaorting segments;

. Services, which includes the Ticketing, LendingaRestate, Teleservices and Home Services reposgggents
. Media & Advertising; anc

. Membership & Subscriptions, which includes the \Mtares, Personals and Discounts reporting segments.

IAC enables billions of dollars of consurtfrect transactions and advertising for producis services via interactive distribution
channels. All references to "IAC," the "Company/e;" "our" or "us" in this report are to IAC/InteciveCorp.

For information regarding the results oémiions of these sectors and segments, as wiblémsespective contributions to IAC's
consolidated results of operations, see "ltem 7—agament's Discussion and Analysis of Financial @mmdand Results of Operations”
beginning on page 36 and "Item 8—Consolidated Fir@uStatements and Supplementary Data" beginningage 74.

History

Since its inception, IAC has transformesglit from a hybrid media/electronic retailing companto an interactive commerce company.
IAC was incorporated in July 1986 in Delaware untiername Silver King Broadcasting Company, In€ a gubsidiary of Home Shopping
Network, Inc. On December 28, 1992, Home Shoppiatwdrk distributed the capital stock of Silver Kitaits stockholders. |
December 1996, the Company completed mergers withySPictures Entertainment, Inc. and Home ShophNiegvork, with Savoy and Home
Shopping Network becoming subsidiaries of Silvemdiln connection with these mergers, the Comp&iayged its name to HSN, Inc.

The Company acquired a controlling interesticketmaster Group, Inc. in 1997 (and the remmgj interest in 1998). In 1998, upon the
purchase of USA Networks and Studios USA from UrsaéStudios, Inc., the Company was renamed USAvbls, Inc. From 1999 through
2001, the Company acquired Hotel Reservations Ndt{ater renamed Hotels.com), Match.com and oshealler e-commerce companies. In
2001, the Company sold USA Broadcasting to Univistbmmunications, Inc.

In February 2002, the Company acquiredrdarobling stake in Expedia.com. In May 2002, aftentributing its entertainment assets to
Vivendi Universal Entertainment LLLP, or VUE, afoiventure then controlled by Vivendi, the Compahgnged its name to USA Interactive.
In




September 2002, the Company acquired Intervalnatemal. In 2003, the Company acquired the migioniterests in its formerly public
subsidiaries, Expedia.com, Hotels.com and Ticketenaand acquired a number of other companies,dirat) Entertainment Publications, Inc.,
LendingTree and Hotwire. The Company changed itsento InterActiveCorp in June 2003 and to IAC/IAtetiveCorp in July 2004.

Prior to the commencement of trading on ési@®, 2005, IAC completed the separation of @sef businesses into an independent public
company. In this report, we refer to this transacts the "Spin-Off* and to the new company thid$ithe travel and travel-related businesses
formerly held by IAC as "Expedia.” Immediately prio the Spin-Off, IAC effected a one-for-two reserstock split. The following
transactions were also completed during 2005:

. on July 19, 2005, IAC completed the acquisitiorAek Jeeves, Inc., or Ask, a leading provider ofld-class informatior
retrieval technologies, brands and services tleataailable to consumers across a range of plasfdmoluding destination
websites, downloadable search-based applicatichpamals. Ask is reported in our Media & Adventigisector and reporting
segment. Ask recently changed its corporate nan®&QGdSearch & Media, Inc., which change will hawe@impact on its various
brand names;

. on June 7, 2005, IAC completed a transaction wBCNJUniversal, in which IAC sold its common and eéd interests i
VUE; and

. on April 1, 2005, IAC completed its acquisition@brnerstone Brands, a portfolio of leading prirtat@gs and online retailing
sites that sell home products and leisure and tapparel. Cornerstone Brands is reported in ti& Begment of our Retailing
sector.

For additional information concerning soafg¢hese transactions, as well as certain othasaetions completed during the fiscal years
ended December 31, 2003 and 2004, see "ltem 7—Mamagt's Discussion and Analysis of Financial Caodiand Results of Operations™
and "lItem 8—Consolidated Financial Statements amqgpfementary Data—Note 3."

EQUITY OWNERSHIP AND VOTING CONTROL

As of February 3, 2006, Liberty Media Cagaton, through companies owned by Liberty and canigs owned jointly by Liberty and
Barry Diller, Chairman and CEO of IAC, owned appmately 14.8% of IAC's outstanding common stock &08% of IAC's outstanding
Class B common stock. Assuming conversion of athefoutstanding shares of Class B common stockrtumon stock, as of February 3,
2006, Liberty would have owned approximately 21 &4AC's outstanding Common Stock.

Subject to the terms of an amended andtexbtockholders agreement, dated as of Aug@&i(®, between Liberty and Mr. Diller,
Mr. Diller has an irrevocable proxy to vote shamé$AC common stock and IAC Class B common stockl iy Liberty. Accordingly,
Mr. Diller is effectively able to control the outt® of all matters submitted to a vote or for thesamt of IAC's stockholders (other than with
respect to the election by the holders of IAC comratmck of 25% of the members of IAC's Board ofedtors and matters as to which
Delaware law requires a separate class vote).ditiad, pursuant to an amended and restated goveenagreement, dated as of August 9,
2005, among IAC, Liberty and Mr. Diller, each of Mbiller and Liberty generally has the right to sent to limited matters in the event that
IAC's ratio of total debt to EBITDA (as definedtile amended and restated governance agreementy egeaxceeds four to one over a
continuous 12-month period.




As of February 3, 2006, Mr. Diller (througbmpanies owned jointly by Liberty and Mr. Dillétis own holdings and holdings of Liberty,
over which Mr. Diller generally has voting contmlrsuant to the amended and restated stockholgesraent) controlled approximately
55.4% of the outstanding total voting power of I1A& of February 3, 2006, there were 294,691,637eshaf IAC common stock and
25,599,998 shares of IAC Class B common stock andsihg. Total voting power is based on one votetwh share of IAC common stock and
ten votes for each share of Class B common stock.

DESCRIPTION OF BUSINESS
Retailing
Retailing U.S.

Overview. Retailing U.S. markets and sells a wide rarfgéiad party and private label merchandise digettl consumers through
television home shopping programming, which cossi$the HSN and America's Store television netwpdatalog services, which consist
primarily of the Cornerstone Brands portfolio cadiing print catalogs; and websites, which congistarily of HSN.com and branded websi
operated by Cornerstone Brands. HSN operates tihednl America's Store television networks and H8M.cand Cornerstone Brands
operates its portfolio of leading print catalogs aelated websites, as well as a limited numbeetail outlets. IAC acquired Cornerstone
Brands in April 2005.

Merchandise. HSN features over 25,000 consumer productgydireg jewelry, computers and electronics, homdifass, cookware and
kitchen aids and health, beauty and fitness praedachong others. Featured products include exdusiird party-branded products, as well as
HSN-branded products.

Cornerstone Brands merchandise consigtsapity of home furnishings, products and accesspegad casual and leisure apparel, with the
nature and mix of products varying by brand. In¢hee of Frontgate, Ballard Designs, Garnet Hill &he Territory Ahead, featured products
include exclusive, third party-branded productswa$ as proprietary products that carry CornerstBrand labels, and in the case of
Smith+Noble and TravelSmith, featured products strexclusively of proprietary products that ca@grnerstone Brand labels.

Frontgate features premium, high qualitgi,death and kitchen accessories, as well as outgatio, garden and pool furnishings and
accessories. Ballard Designs features Europeaiiréasped, bath, dining and office furnishings andessories, as well as rugs, shelving and
architectural accents for the home. Garnet Hikkaffbed and bath furnishings and soft goods, dsawelpparel and accessories for women and
children, and Smith+Noble offers custom home furimgs and window treatments. The Territory Aheddrsfcasual apparel for men and
women and TravelSmith offers travel wear for med aomen and related accessories.

HSN and Cornerstone Brands purchase medéd@amade to their respective specifications, dsagemerchandise from name brand
vendors and other third party lines, typically undertain exclusive rights, and, in the case of HHSdne overstock inventories from
wholesalers. The mix and source of merchandisergiyneepends upon a variety of factors, includmmige and availability. While HSN and
Cornerstone Brands generally do not enter into-@ngn supply arrangements with any of their respectendors, given that there are
generally a variety of sources of supply availdbtemost merchandise, some Cornerstone Brands éassts have entered into long-term
arrangements with certain vendors in the case stbau merchandise.
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HSN and Cornerstone Brands provide custem@h a number of convenient options in connectigth the purchase, payment and
shipping of merchandise, which vary by producthia case of HSN, these options include the Auto$togram, pursuant to which customers
can arrange to have purchases automatically selnbiled to them on a regularly scheduled basid, the Flexpay option, which allows
customers to pay for merchandise in 2-6 interest frayments. In the case of certain CornerstonedBrausinesses, these options include the
Bill Me Later program for merchandise with a vabfe$250 or more, pursuant to which customers ateeguired to make (but may make) any
payments for the 90-day period following the ret@vaurchase. Customers who do not pay for merckaridifull following the expiration of
the 90-day period are billed finance charges froendate of purchase. Standard and express shipptians are available and customers may
generally return most merchandise (within 30 ddy=gceipt in the case of HSN merchandise) for br&flund or exchange, subject in some
cases to restocking fees and exceptions for custershandise in the case of Cornerstone Brands ruedide.

Television Programming

. Overview. The HSN and America's Store television netwdtdth broadcast live, customer interactive eledtrogtail sales
programming 24 hours a day, seven days a week.proggamming is intended to promote sales and mstdoyalty through a
combination of product quality, price and valueygled with product information and entertainmembogamming on the HSN
and America's Store television networks is divided separately televised segments, each of whashahhost who presents and
conveys information regarding the featured prodsemetimes with the assistance of a representfitwethe product vendor.
The HSN television network also broadcasts natidevimfomercial campaigns for select products, witiglhoduces and
manages, on pay television networks on a limitesddsbi@om time to time.

. Reach. HSN produces live programming for the HSN amdetica's Store television networks in its studio$i. Petersburg,
Florida. HSN distributes its programming by meahsatellite uplink facilities, which it owns and egtes, to two satellite
transponders leased by HSN on a full-time basizutin May 2019 and November 2019.

As of December 31, 2004 and 2005, the HSN telewisitwork reached approximately 85.5 million and88illion of the
approximately 109.6 million and 110.2 million homeghe United States with a television set, reipely. Television
households reached by the HSN television netwo &ecember 31, 2004 and 2005 primarily includpragimately
62.6 million and 64.1 million households capableegfeiving cable and/or broadcast transmissionsagpdoximately
22.6 million and 24.7 million direct broadcast digesystem, or DBS, households, respectively.

As of December 31, 2004 and 2005, the America'seS#&devision network reached approximately 13.6 &2 million DBS
households and approximately 6.2 million and 6.Biani cable television households, of which approately 4.3 million and
4.4 million were distributed on a digital tier, pestively. Of the total number of cable televislmuseholds that received the
America's Store television network as of Decemider2B04 and 2005, approximately 6.0 and 6.4 milli@spectively, also
received the HSN television network.

. Pay Television Distribution. HSN has entered into multi-year distributionl affiliation agreements with cable television and
DBS operators, collectively referred to in thisogas pay television operators, in the Unitede3tad carry the HSN and/or
America's Store television networks, as well agrtamote one or both networks by carrying relateshm@rcials and distributing
related marketing materials to their respectivesstiber bases. In exchange for this
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carriage and related promotional and other effamtduding commitments to deliver pre-determinednivers of subscribers over
specified time periods, HSN generally pays theget@i@vision operators a commission, based on eepége of the net
merchandise sales to their subscriber bases. Ie sases, pay television operators receive additammpensation in the form
of advertising insertion time on the HSN and/or Ait&s Store television networks, commission gu@esand/or distribution
payments in exchange for their commitments to @elsubscribers. Distribution and affiliation agrests with major pay
television operators expire from time to time agdeaments with certain major pay television opesatwe scheduled to expire
over the course of 2006. See "ltem 1A—Risk Factorkird Party Relationships—Retailing—Retailing U.S."

. Broadcast Television Distributior As of December 31, 2005, HSN also had affdiatagreements with 1 fi-time, full power
television station, 16 part-time, full power telgioin stations and 96 low power television statifmmsarriage of the HSN and/or
America's Store television networks with terms iaggrom several weeks to several years. In exchdogthis carriage, HSN
pays broadcast television stations hourly or mgrfilied rates. IAC owns 27 of the 96 low power W$¢on stations that carry
the HSN and/or America's Store networks on a foletbasis.

Catalog Services. Catalog services consist primarily of the Caestene Brands portfolio of leading print and certaiher catalogs. For a
description of the merchandise featured in eachede catalogs, see "—Merchandise." CornerstonedBratalog presentations generally
incorporate on-site photography and real-life sgtj coupled with related editorial content deseghlthe merchandise and depicting situations
in which it may be used. Cornerstone Brand catatwgglesigned and produced in house, which eneht#sindividual brand to control the
production process and reduces the amount of lesdrequired to produce a given catalog. Corneesirands negotiates contracts for paper
and printing services for all of its brands, whggmerally reduces catalog-related costs for eatikidual brand.

Catalog services also include three HSNwbea consumer catalogs operated and managed ad @amnerstone Brands, which feature
thousands of home, yard and automotive producta. &btions of full-color Cornerstone Brands' andNHBranded catalogs are mailed to
customers several (generally six to ten) times gaeln, with a total annual circulation in 2005 ppeoximately 336 million catalogs (including
Cornerstone Brands' catalogs circulated since Z005). The timing and frequency of catalog cirtiolavaries by brand and depends upon a
number of factors, including the timing of the oduction of new merchandise, marketing campaigdspaomotions and inventory levels,
among other factors.

Online Distribution. HSN operateBlSN.com a transactional e-commerce site that servesa@bamstorefront for merchandise featured
on the HSN and/or America's Store television nekwpas well as a significant amount of additiom&kintory available only through HSN.cc
Cornerstone Brands operate®ntgate.com BallardDesigns.com GarnetHill.com, SmithandNoble.comTheTerritoryAhead.corand
TravelSmith.comwhich serve as other storefronts for merchanfdiatired in the corresponding print catalogs, arthin other websites.

These websites provide consumers with Bidit content to support and enhance HSN televisiogramming or the corresponding print
catalog, as applicable. For example, HSN.com pesvigsers with an online program guide, a 24-hoanlysst review through which they can
find and view products previously featured on tH&N\Helevision network, live streaming video of i8N television network and additional
information about HSN show hosts and guest perg@msalAdditional content provided by Cornerstorraimis websites, which differs across
the various websites, includes decorating tips and




measuring and installation information, a featina &allows consumers to browse the corresponditejogpon line and online design centers,
gift registries and travel centers.

Consumers can also track the status of tmdine orders through these websites, confirrarimfation regarding shipping and, in some
cases, confirm the availability of inventory antbédish and manage personal accounts. Consumersonayunicate directly with customer
service via e-mail or by telephone, with call cemepresentatives available seven days a week. Wslmvned and operated by Retailing U.S.
generated approximately 23.2% of U.S. demand, dikojuliquidations and services, in 2005 (includ@®grnerstone Brands websites since
April 2005).

Competition. The television networks, catalogs and webgitascomprise Retailing U.S. operate in a highlynpetitive environment.
These businesses are in direct competition forwoess with traditional offline and online retaileranging from large department stores to
specialty shops, electronic retailers, direct mianeretailers, such as mail order and catalog @mgs, and discount retailers. The HSN and
America's Store television networks compete witld SN expects to face increasing competition frother companies that market
merchandise by means of live television. In addittbe HSN and America's Store television netwarkspete for access to customers and
audience share with other conventional forms oéainment and content. The price and availabdftprogramming for pay television syste
affect the availability of distribution for programing produced by HSN and the compensation that brigiid to pay television operators for
related carriage and competition for channel caparid placement continues to increase. See "l#&mRisk Factors—Adverse Events and
Trends—Retailing" Principal competitive factors fbe businesses that comprise Retailing U.S. imcialection of goods, customer service,
reliability of fulfilment and delivery servicesyénd recognition, convenience and accessibility @ik and, in the case of websites, quality of
search tools and system reliability.

Retailing International

Overview. As of December 31, 2005, Retailing Internatlarmsisted of HSE-Germany, which operates a Getlaaguage television
home shopping business that is broadcast 24 halag,aseven days a week, in Germany, Austria aritz&uand, as well as minority interests
in home shopping businesses in Japan and ChinailiRgtinternational also included a 48.6% inteiaSEUVIA, a German limited partnersh
that operates two television broadcasting busirseiss&ermany, through the date of the sale by IA@sdnterest in EUVIA in June 2005.

HSE-Germany. As of December 31, 2005, Retailing Internatlanvaned 100% of HSE-Germany. Retailing Internaticaeguired the
remaining 10% interest in HSE-Germany that it did @lready own in February 2005. As of December28D5, HSE-Germany had
approximately 19.9 million cable and 14.7 millicatedlite subscribers in Germany, approximately 0@3,cable and 1.6 million satellite
subscribers in Austria and approximately 1.3 millaable and 300,000 satellite subscribers in Swérd. In addition to its television home
shopping business, HSE-Germany generates salés website.

HSE-Germany enters into affiliation agreatsewith local cable operators in each of Germ#@wmstria and Switzerland, as well as with
one principal DBS operator for carriage in allleé$e countries, which agreements expire from torterte. HSE-Germany must also negotiate
with German state media authorities for broaddgbts. See "ltem 1A—Risk Factors—Compliance."

Other. Retailing International also includes minomynership interests in television shopping ventimekapan and China. Retailing
International has a 30% minority stake in JupiteofsChannel Co. Ltd., a venture based in Tokyoadawhich broadcasts televised shopping
24 hours a day, with the




substantial majority of this time devoted to live@é&dcasts. Retailing International also has a 21ifority stake in TVSN Asia Pacific
Holdings Ltd., which owns a television shoppingibass broadcasting in Mandarin Chinese from féedlitn Shanghai, People's Republic of
China.

Competition. HSEGermany and the Japanese and Chinese televisippisigdousinesses in which IAC holds minority intgsecompet
with traditional retailers, direct marketing anthet electronic retailers, some of which offer 24shelectronic retailing programming and/or
use infomercials and a small amount of live prograng.

Services
Ticketing

Overview. Ticketing consists primarily of Ticketmastedgading provider of online and offline ticketingrsices. Ticketmaster and its
affiliated brands and businesses provide onlineddfiithe ticketing services through Ticketmasterrme and affiliated websites, call centers
and independent retail outlets, serving many ofdhemost venues, entertainment facilities, promsoéad professional sports franchises in the
United States and abroad, including Australia, @an®enmark, Finland, Germany, Ireland, the Ne#imei$, New Zealand, Norway, Sweden
and the United Kingdom. Ticketmaster is also ayptrta joint venture with a third party to provitieket distribution services in Mexico and
licenses its technology in Mexico and other Latimeican countries. Ticketmaster seeks to furthpaed its ticketing operations into
territories outside of the United States. Ticketatgp includes ReserveAmerica, a leading provileampground reservation services and
software to United States federal and state agencie

Ticketmaster also seeks to expand its tidlggribution capabilities through the continuezl’dlopment of its website,
www.ticketmaster.comand related domestic and international websitbizh are designed to promote ticket sales for éivents and
disseminate event information. Ticketmaster's priynti@keting website, wvw.ticketmaster.comis a leading online ticketing service that
enables consumers to purchase tickets over theettior live music, sports, arts and family erdannent events presented by Ticketmaster's
clients. Consumers can accessw.ticketmaster.comiirectly, or from the websites of Ticketmaster#liates, including IAC affiliated
businesses, and through numerous direct links frammers and event profiles hosted by approved plaErty websites. In addition,
www.ticketmaster.comnd related international websites provide locidrimation and original content regarding live egefor Ticketmaster
clients throughout the United States and abroad00%, a majority of the tickets sold by Ticketneaistere sold online and Ticketmaster
expects that this will continue to be the casénnfuture. Ticketmaster continues to develop atrddluce new initiatives to help its clients sell
more tickets, such as auctions, fan clubs andttiekehanges.

Ticketmaster System.Ticketmaster believes that its core proprietgygrating system and software, generally refetwexs the
Ticketmaster System, as well as its extensiveidigion capabilities, provide its clients with amber of benefits, including the ability to reach
a wider audience of potential ticket purchasemnselfas to handle complex ticketing transactiond sell large volumes of tickets more quicl
efficiently and reliably than would be possibleidkets were sold independently. In addition, thek€master System makes it possible for
clients to continuously adapt to emerging and chrngends in the live entertainment industry imare efficient and cost-effective manner
than they could do on their own. The Ticketmasiet&n, which includes both hardware and softwargpically located in one of the
multiple data centers managed by Ticketmaster.sta# entire Ticketmaster distribution network liming the Ticketmaster System, provides
a single, centralized inventory control and managigsystem capable of tracking total ticket invepfor all events, whether sales are made
on a season, subscription, group or individualgidiasis. The




hardware and software required for the use of fbkefmaster System is installed in clients' fagibbx offices, call centers and remote sales
outlets. The versatility of the Ticketmaster Systhows it to be customized to satisfy a full rargdeslient requirements. In areas of Europe
outside of the United Kingdom and Ireland, Tickettea's operating businesses generally use localiersibns of Ticketmaster's proprietary
operating system and software, or their own sepal@atal operating systems and software, all oftvlaire also proprietary to Ticketmaster.

Client Relationships. Ticketmaster generally enters into written agments with its clients pursuant to which it agreelicense the
Ticketmaster System and related systems to cliantbto serve as the clients' exclusive ticketssatgent for sales of individual tickets sold to
the general public outside of facility box officéscluding any tickets sold at remote sales outle@ter the internet, by phone and at indeper
retail locations, for specified multi-year perio@ursuant to an agreement with a facility, Tickettangenerally is granted the right to sell
tickets for all events presented at that facildy dhich tickets are available to the general pylaind as part of such arrangement, Ticketmaster
installs the necessary ticketing equipment in #dwdlify's box office. An agreement with a promagenerally grants Ticketmaster the right to
sell tickets for all events presented by that preanat any facility for which tickets are publichyailable, unless the facility is covered by an
exclusive agreement with another automated ticgetgrvice company. Small allotments of ticketsefeents are generally reserved for sale
through fan or other similar clubs and/or othendtad industry practices and exceptions.

Ticketmaster generally does not buy tickedm its clients for resale to the public and tglly assumes no financial risk for unsold tick
All ticket prices are determined by Ticketmastelisnts or by consumers (e.g., in an auction dfetis available on the Ticketmaster System).
Ticketmaster's clients also generally determinestifeeduling of when tickets go on sale to the gudaid what tickets will be available for sale
through Ticketmaster. Facilities and promoters gicample, often handle group sales and seasongirkbBouse and certain tickets may be ¢
through fan or other similar clubs. Ticketmastely@ells a portion of its clients' tickets, the ambof which varies from client to client and
varies as to any single client from year to year.

Revenues. Ticketing revenue is generated primarily froomeenience charges and order processing fees eechijvTicketmaster for
each ticket sold by Ticketmaster on behalf of litsnts. These charges are negotiated and includ@icketmaster's contracts with its clients.
Pursuant to its contracts with clients, Ticketmaitgranted the right to collect from ticket puaskers a per ticket convenience charge on all
tickets sold througlvww.ticketmaster.commby telephone and through retail sales outletscdiher media. There is an additional per orderét
processing” fee on all ticket orders sold by Tickaster, other than at retail sales outlets. Gelgethe amount 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 tmmbglled at the client's box office and the amafradvertising and/or promotional
allowances to be provided, as well as the typeveftand whether the ticket is purchased thramghv.ticketmaster.comby telephone,
through a remote sales outlet or other media. Aewadions from those amounts for any event are ti@go and agreed upon by Ticketmaster
and its client prior to the commencement of tickaes. Generally, the agreement between Ticketmaistea client will also establish the
amounts and frequency of any increases in the coawee charge and order processing fees duringetheof the agreement. In many cases,
clients participate in the convenience chargesarattier processing fees paid by ticket purchaeersckets bought through Ticketmaster for
their events. The amount of such participatiomniy, is determined by negotiation between Ticketeraand the client. In some cases,
maximum charges on tickets are established andategiby state and local law. See "ltem 1A—Riskt&@e—Changing Laws, Rules and
Regulations.”




Competition. Ticketmaster's ticketing business faces cortipatin the United States and abroad from otheionat, regional and local
ticketing service companies and entertainment azgéinns with ticketing distribution capabilitiess well as from clients and aggregations of
clients, such as major league sports leagues, vitiichasingly have the capability to fulfill tickeg distribution and management functions
through their own systems. Not all facilities, praters and other potential clients use the sendt@s automated ticketing company, choosing
instead to distribute their tickets through theimointernal box offices or other distribution chaie In addition, Ticketmaster faces competi
in the secondary market from ticket brokers aneéothsellers, as the advent of the internet halsleth@hese parties to increase their
distribution capabilities.

Other companies compete with Ticketmasyesdiling stand-alone automated ticketing systemengable facilities to do their own
ticketing. Several of Ticketmaster's competitorgehaperations in multiple locations, while othessnpete principally in one specific
geographic location. Ticketmaster experiences ankial competition for potential client accountslaenewals of contracts on a regular basis.
See "ltem 1A—Risk Factors—Third Party Relationshi®&ervices—Ticketing." Ticketmaster competes onhthgis of products and services
provided, capability of its ticketing system andtdbution 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, Ticketmragaerally derives no convenience chi
or other processing revenue from the ticket puretsawith respect to those ticket purchases.

Lending

Overview. Lending consists of businesses that offer legndind lending-related products and services thraumjne exchanges that
connect consumers and service providers in thargriddustry, other Lending-owned and affiliatedbsites and the telephone.

Services offered through Lending's onlirehanges primarily encompass home mortgages (inemtion with refinancings and purchas
and home equity loans, as well many other conswuneelit categories, including automobile loans aaspnal loans and credit cards.
Consumers seeking loan products through an excharageel generally begin the process by completisgnple request, known as a
qualification form, online or over the telephondtek the qualification form has been completed,dieg's online exchanges automatically
retrieve the consumer credit information and corephis information to the underwriting criteriagdrticipating lenders. Qualified consumers
can receive multiple conditional loan offers, gedigrup to five, from participating lenders or LengTree Loans (as described below) in
response to a single request and then comparewearid accept the offer that best suits their needs

Through Lending's online exchanges, paithg lenders can generate new business that theatspecific underwriting criteria,
generally at a lower cost of acquisition than tigtotraditional marketing channels. Due to the vadand diversity of consumer leads
generated by Lending's online exchanges, IAC befigkiat these exchanges will continue to delivlrevto participating lenders as a cost-
effective distribution channel.

Lending's businesses also originate, pgyaggrove and fund various residential real esbaies under two brand names, LendingTree
Loans and Home Loan Center, which brand namesadlectively referred to in this report as "Lending€ Loans." For these purposes,
Lending maintains staffs of loan officers in Catif@a and, to a lesser extent, North Carolina, arabie to provide a broad range of real estate
loan products to consumers in all 50 states, ineudonforming and non-conforming loans, prime aob-prime loans, adjustable loans and
fixed rate loans. A portion of the consumer leaglsegated by Lending's online exchanges are clostittiname of LendingTree
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Loans. Consumer leads are also sourced, to a lestsst, from a variety of channels, including neliead aggregators (other than Lending's
online exchanges) and direct mail campaigns. WheriLénding business closes loans in its own namerisumers through the exchange, it
offers those consumers a choice among variousditamatives based on different wholesale offerderta us by the secondary investors who
purchase the loans we close, thus maintaininghbéee element inherent in the LendingTree model.

Lending's businesses fund and close loaimg yroceeds from borrowings under available waush lines of credit. Substantially all of
the loans funded are sold to investors in the stmgnmarket on a servicing released basis, gegexétin 30 days of funding, with the
proceeds from such sales being used to repay bimgswnder the warehouse lines of credit. See "t&m-Risk Factors-Adverse Events ar
Trends—Lending and Real Estate" and "ltem 7—Manageis Discussion and Analysis of Financial Condiamd Results of Operations—
Financial Position, Liquidity and Capital Resourtes

Services available through Lending's busdiee are subject to extensive regulation by vafedesral, state and in some instances, local,
governmental authorities. See "ltem 1A—Risk Faete@®ompliance."

Revenues. Revenues from Lending's online exchanges rallgi represent transmission fees and closed-leas paid by lenders that
received a transmitted loan request or, in cedases, closed a loan for a consumer that origirtatedgh one of LendingTree's websites or
affiliates. Since a given qualification form cantb@nsmitted to more than one participating lendueiltiple transmission fees are generated
from the same qualification form. Revenues froneclilending are derived primarily from the salej &ma lesser extent,the origination of
loans.

Competition. Lending's businesses compete with traditioffihe lending institutions and financial serviceropanies, as well as with
local mortgage brokers. Lending's businesses alsgpete with online lenders (including traditionline lending institutions that have
developed their own stand-alone online lending ok#s) that originate the bulk of their loans thrbulgeir own websites or the telephone.
These companies typically operate branded welaitésattract consumers via online banner ads, keg placement on search engines,
partnering with affiliates and business developnarangements with other properties, including mpjwtals.

Real Estate

Overview. Real Estate primarily consists of RealEstata,can online network that connects consumers \eish estate agents and
brokerages around the country, as well as iNesbnéine provider of real estate services in theadsewly constructed homes. Consumers
interested in working with a real estate profesaidam connection with the purchase or sale of dstigg or newly-constructed home can access
online real estate-related services offered by Eetdte's businesses and complete a simple fortheloase of consumers looking to be
matched with a real estate broker or agent, upamptetion of the form the consumer will be provideith a choice of local real estate
professionals from a nationwide network. Upon d@ecof a real estate professional, the consunrd@dsmation will be forwarded to the real
estate professional via web-based technology.drcétse of consumers looking to find newbnstructed homes, iNest provides consumers
a coupon that is presented to their new homebuyitégistering iNest as the real estate brokerafne In all cases, if the consumer and the
estate professional agree to work together, thairater of the transaction is completed locally andertain cases, the consumer may be
eligible for rebates and promotional incentives.

Real Estate earns revenue from subscriptimhcooperative brokerage fees paid by real egtatessionals participating on its exchange.
Real Estate generates revenues from cooperatiketage fees when the transmission of consumemvton to the real estate professional
results in the purchase or sale of a home, upotrahsmission of consumer information to a parttipg real
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estate professional or in advance for the riglmeteive leads on a recurring basis over pre-detehiime periods. In the case of consumers
that have used the services of iNest to find a peehstructed home, Real Estate earns a commigdien the consumer closes a transaction

with the builder.

Services available through Real Estatesinegses are subject to extensive regulation bguafederal, state and in some instances, local,
governmental authorities. See "ltem 1A—Risk Faete@®ompliance."

In addition to services described aboveyl Bstate provides the following services and aontteroughwww.RealEstate.coend affiliated
websites:

. Free Home Price Checksan automated valuation tool that allows consurteestimate the value of properties and be more
informed about homes that they are interested yiniguor selling;

. Real Estate Listingspictures and listings of homes for sale, whiduees the amount of time that consumers need talspith
real estate agents in searching for propertiesntiest their requirements; and

. HouseWatcl: an automated-mail notification service regarding new home ligsras they come on the mark

Competition. Real Estate's businesses compete with traditimffiine real estate companies, as well as webghat provide online real
estate referral services for a fee and websitéoffer real estate broker lists without relatedvgges and customer support.

Teleservices

Overview. Teleservices consists of PRC, LLC, a leadirayigier of contact center outsourcing services, rgamgpcustomer
relationships for brand-focused corporations thioitg global network of centers. PRC uses its itrguspecific business process expertise and
enabling technologies to support the brand expegi@md customer relationship management stratefiesclients. The company is organized
into two operating units: Business-to-Consumertamhs and Business-to-Business solutions. PR@satsliinclude large, multi-national
companies in a wide variety of industries, as @sllAC affiliates.

PRC's Business-to-Consumer unit interaicestly with the customers of its various clierdssblicit customer information requested by its
clients. Consumer interactions include product irigs, customer support, product sales, custonguisition, loyalty programs and other
customer initiated requests. PRC's Business-torRgsiunit works with clients to create and implensérategies to acquire and retain
customers, as well as develop and support relaled and marketing efforts.

PRC's primary source of revenue is thearnst care activities conducted by its Business4agdmer unit, with the majority of these
revenues derived from inbound customer care sexyvigRich consists of longer-term customer carecrstiomer service programs that tend to
be more predictable than other revenues in theacooenter outsourcing industry. PRC works clogeéth its clients and their advisors to
develop scripts used by PRC personnel in makintpmer contacts and to comply with any state quaiifon and/or licensing requirements
eligibility to perform services for clients. PRCrgeally requires its clients to indemnify PRC agaitlaims and expenses arising out of their
respective customer service activities conducteniih PRC.

Competition. The customer care industry is very competitind highly fragmented. PRC's competitors rangézim fsom very small
firms offering specialized applications and sherit projects to large independent, internatiomaddi including technology and consulting
firms. PRC's competitors also include the in-honserations of many of it existing and potentia¢ots, which operations comprise the largest
segment of the customer care industry.
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Home Services

Overview. Home Services consists primarily of ServiceMagileading online marketplace that connects aoessiwith pre-screened,
customer-rated home service professionals by wétg @airious patent-pending, proprietary technadsgWhen consumers submit a home
service request through the ServiceMagic marketpl&erviceMagic matches them with home serviceggsibnals from its network of pre-
screened, customeated home service professionals. ServiceMagigisehgervice professionals collectively provide cagerfor a wide varie
of different home service categories, ranging fedimple home repairs and maintenance to completeelremodeling projects.

ServiceMagic also offers its patent-pendixgct Match service, which creates a one-to-om@ection between consumers and member
businesses. With Exact Match, ServiceMagic optisibhe placement of the member web pages withisehech results of local search engines
and online directories. Exact Match provides a feayhome service professionals to get broad integrposure without having to pay huge up-
front fees, build and maintain complex web siteb@rome internet marketing or search engine experts

ServiceMagic earns revenue primarily frared paid to ServiceMagic by member businesseofwuner leads, regardless of whether the
member business that received the lead ultimatelyiges the requested service, as well as fromtiomefees charged to member businesses
upon their enroliment in the ServiceMagic network.

Competition. ServiceMagic currently competes with other h@aevice-related lead generation services, asagelith internet
directories and local advertising, including radlvect marketing campaigns, yellow pages, newspaged other offline directories.

Media & Advertising

Overview. Media & Advertising consists of IAC Search & Ma, formerly known as Ask Jeeves, Inc., a provisfénformation search
and related services, and Citysearch, a netwoldoal city guide websites. IAC Search & Media:

. provides information search services to computerathrough Asl-Global, which consists of Ask.com and other pragrie
websites;
. provides downloadable consumer applications, tisteis search boxes and operates content-rich ptitalugh IAC Consumer

Applications and Portals; and

. provides advertising services through IAC AdventisSolutions

Ask-Global. Search services are offered throuwgiaw.ask.conand other Ask destination search websites, asasdhrough consumer
applications, including toolbars and search boaed,portals. See "—IAC Consumer Applications anddPa" Search services fall into two
main categories, destination search services ameeogence search services. Destination searches wben an internet user navigates dire
to an Ask destination search website to submibhiser search query directly to that particular sith Convenience searches, by contrast,
occur when search queries are submitted througlseanch box made available to the user, for exartpleugh a search box located within a
previously downloaded consumer application, as spgdo directly accessing an Ask destination seastisite.

Ask's primary destination search websitesaacessible in the U.S., the U.K. and Spain tjinouvw.ask.comand in Japan through
www.ask.jp(a joint venture). Ask has recently launched ba&ssn Germany, France, Italy and the Netherlaedsh of which is accessible
throughwww.ask.conin the applicable country. These websites utilimeppietary algorithmic search technology to gereessarch results. Ask-
Global seeks to differentiate these websites frtimerosearch engines in a number of ways, inclullingffering the following features:
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. Advanced Results Rankingr-addition to ranking a relevant page based on imanmy other sites link to it, Ask's search engine
technology ranks a relevant page based on whether sites linking to it are themselves respectédimthe pertinent subject-
matter community;

. Related Topics-Ask's search engine technology presents usersawish of related topic suggestions in additioratiist of
websites likely to offer relevant and authoritatoantent;

. MyStufi— a personalized search service for saving, shandgaganizing search resul

. Binoculars Preview Tool-a tool that allows users to preview search resultsrelated websites by simply mousing over the
binoculars icon within their search results (otthem paid listings); and

. Smart Answe— in addition to a list of websites likely to offezlevant and authoritative content, Ask in the @&l the U.K
display "Smart Search" results in response to npapylar query topics, including local businessrigé and reviews, movies,
weather and maps, among others. The Smart Searctidcin delivers the information the user is seekigbt on the results pag

IAC Consumer Applications and PortalsThe IAC Consumer Applications and Portals besinoffers several free downloadable
applications that include search functionality,lsasFunWebProductswhich are applications with features that arégiesd to make online
activities more personal, interesting and fun. Ehfeatures includ8miley Centra) which allows users to add emoticons to e-maitsiastant
messages, arflopular Screensaverswvhich allows users to display their own imagesideos as screensavers.

IAC Consumer Applications and Portals affether branded search toolbars, includinguiygVebSearclndMySearchoolbars. These
toolbars enable users to run search queries frgnwvabsite using one of several popular search étgos, including those of Ask destination
search websites. Many of these toolbars offer amfdit benefits, such as pagp blocking and quick access to personalized podatent. Thes
toolbars can be downloaded from Ask websites astdlied free of charge, with tihdyWebSearckoolbar being promoted by distribution
through thecunWebProductdescribed above. In addition, distribution arrangets are in place with several third parties todbeithe
MySearcttoolbar with their downloadable applications, inigthcases related revenues are generally sharedf(amounts retained by paid
listing providers) with these third parties.

Distribution agreements are also enter&awith third parties and IAC affiliated compantespermit or require these parties to add an
Ask-powered search box to their websites or applicati@earch boxes make these websites or applicatiorss attractive to their users and
relatively simple to implement, as users who eséarch queries are taken to a results page sernedontrolled by Ask. Related revenues
generally shared (net of amounts retained by psticid) providers) with third party websites and kiggtion providers, with flat fees paid in
some cases.

This business also operates the followimgtent-rich portals, all of which have search fiorzality and offer internet services, such as e-
mail, portfolio tracking and message boamdsw.iWon.com an entertainment portal with a user loyalty pasgibuilt around cash and other
sweepstakes prizeaww.MyWay.coma portal that is free from banner, pop-up and-rieedia ads; andww.Excite.com a content-rich portal
that aggregates news, sports, weather and entagatrcontent. Portal content, including news, weatshopping comparisons and horosco
among other content, is generally licensed fromdtharty content providers. In addition, this besis offers co-branded portals to third parties,
with related revenues generally shared (net of amsoetained by paid listing providers) with subhid parties, with flat fees paid in some
cases.

Since January 2006, IAC Consumer Applicatiand Portals has operated and managed Eviteh wffgrs a free online invitation service
and has listings for restaurants, bars and clubgeped by Citysearch. Evite also hosts a live edatdbase through relationships with leading
ticketing and event services, including Ticketmgasiad recently redesigned its site to add a nurabparty planning content, features and
tools.
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IAC Advertising Solutions. IAC Advertising Solutions provides advertisaish the ability to run their online advertisementsIAC
Search & Media's proprietary portalgww.iWWon.conandwww.excite.comthe Evite portal and other IAC properties. |ACv&dtising
Solutions also offers Ask Sponsored Listings, almermarketing product pursuant to which adveriseny purchase online traffic by bidding
for placement in Ask search result pages. IAC Atisielg Solutions also includes the MaxOnline adgery network, which provides
advertisers with the ability to run their onlinevadisements across the third party websites ppatieg in this network. Websites participating
in the MaxOnline network are classified into 10jsabgroupings or channels (e.g., automotive, lessrand lifestyle, etc.) and advertisers
select one or more channels on which to run trthiegisements or designate specific network sites/oich their advertisements will appear.

Some portals, meta-search providers anef diird party websites seek to incorporate segeshlts from Ask destination search websites
and paid listings (both third party paid listingelaAsk Sponsored Listings) into other content a@irttvebsites. In these cases, syndication
agreements are entered into with these third peetysites to deliver, or "syndicate,” search resats paid listings to results pages they cor
Related revenues are generally shared (net of aimoetained by paid listing providers) with thelsied party websites, and in some cases,
party publishers may also be charged a fee forritihgic results.

Citysearch. Citysearch is a network of local city guide widéds that offer primarily original local conterfmajor cities in the U.S. and
abroad. Citysearch city guides provide up-to-dateally produced information about a given city'ssand entertainment events, bars and
restaurants, recreations, community activities laumglnesses (shopping and professional servicesjelhss real-estate related and travel
information. Citysearch offers local and nationdVertising. Local advertising is offered througRay-For-Performance model, where local
businesses pay for the number of consumer conmsati@de. Consumer connections consist of visifise@espective Citysearch profile pages
of these businesses or to their own websites thr@itysearch, as well as telephone calls. Cityseeity guides also support online local
transactions, including hotel reservations and hratiking, ticketing and travel-related services tigtoaffiliations with leading e-commerce
websites, some of which are IAC affiliated busimassS hese affiliate partners generally pay Citydeéees (on a per click or revenue sharing
basis, as applicable) for consumer leads sentio iéispective websites.

Revenues. Media & Advertising revenues consist primaodfyadvertising revenues. Advertising revenues aregated primarily throug
the display of paid listings in response to desimeand convenience searches, as well as fronrésiments appearing on IAC Search &
Media and third party websites and the syndicatioresults generated by Ask destination search ieshs he substantial majority of
advertising revenues are attributable to a paiohtjissupply agreement with Google, which expireggess renewed by mutual agreement, on
December 31, 2007. See "ltem 1A—Risk Factors—TRady Relationships—Media & Advertising." Cityselalcrevenues are generated
primarily through the sale of online advertisingtiblocal and national, and to a smaller extepinftransaction fees from affiliate partners.
Citysearch also derives revenues from self-enraitmenhanced listing in search results and targetedil and sponsorship packages.

Competition. In its efforts to attract search engine usgyadicate search technologies, distribute downloledapplications and attract
partners and advertisers, IAC Search & Media'srtassies compete against operators of destinatiochsgiges and search-centric portals,
search technology and convenience search senawédprs and online advertising networks. IAC Seddiedia believes that its ability to
compete effectively with other search engines anthts for web traffic depends upon, among othirgth the relevance and authority of its
search results, the ease of use of its searchcesnthe quality of its content, the utility of newd existing features on its websites (and the
frequency with which users utilize them) and theespwith which it matches others' innovations. &€eitmpetes with a number of online and
offline invitation and party planning services, liding providers
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of online greeting cards, web-based invitation isey, paper-based invitation services and partyrphg services, as well as with online and
offline social networking services and providerdieé event listing information and restaurant, bad nightlife content.

The markets for local content, local seggiand local advertising are highly competitive diveirse. Citysearch's primary competitors
include online providers of local content, numereearch engines and other site aggregation compasavell as media, telecommunications
and cable companies, internet service providersé@it competitors that focus on a specific catggorgeography and compete with specific
content offerings provided by Citysearch.

Membership & Subscriptions
Vacations

Overview. Vacations consists of Interval Internationallrdgerval, a leading membership-services companyiging timeshare
exchange and other value-added programs to itskiare-owning members and resort developers worklwfid of December 31, 2005,
Interval had established contractual affiliatiorigwover 2,000 resorts located in 76 countries nodided timeshare exchange services to
1.8 million timeshare owners. Interval's revenuesgenerated primarily from fees paid by membexomection with exchange and rental
transactions and membership fees.

Interval typically enters into multi-yeasrtracts with developers of timeshare resorts,yansto which the developers agree to enroll all
purchasers of timeshare accommodations at thecapjei resort as members of Interval's exchangeanktan an exclusive basis. In return,
Interval provides the timeshare purchasers withathility to exchange their timeshare accommodatfonsomparable accommodations at
resorts participating in Interval's exchange nekwor

Developers generally remit Interval's mithasic membership fee on behalf of their respedimeshare owners for membership periods
ranging from one to three years at the time thesimare interests are sold. Some developers hamgorated Interval's annual membership fee
into their annual assessments and these ownersbenships are renewed annually by the developendiie period of the resort's
participation in the Interval exchange network. Hoer, in most cases, timeshare owners are respefsitrenewing their memberships and
paying related fees.

As an upgrade to its basic membership amgfor an additional annual fee, exchange menmtdzrgarticipate in the Interval Gold
Program, a value-added, membership enhancemengpnoghe Interval Gold Program provides exchangmbees with year-round benefits
and services, such as hotel, dining and leisudi#ts, a concierge service and access to speciahege options, including golf, spa and
cruise exchanges. As of December 31, 2005, appaigi;n36% of Interval's timeshare exchange memlers enrolled in the Interval Gold
Program.

Interval uses advanced telecommunicatigatems and technologies to deliver exchange andoaeship services to its members through
call centers and through its websiteyw.intervalworld.com Interval also makes travel-related products @mdises available to its members
and others directly and through third party prowsdas well as additional services through its vtelis select exchange members.

Competition. Interval faces competition primarily from ResGondominiums International, LLC, as well as salether companies tt
perform exchanges on a smaller, often more regidraais. A number of management companies also etemyith Interval by offering
exchange opportunities among resorts that they geaas a component of their management services, Alwide variety of vacation clubs ¢
large resort developers, some of which participataeterval's exchange network, are creating aretating their own internal reservation and
exchange systems for timeshare owners at theirteedo addition, because Interval makes availtialeel services and the rental of timeshare
accommodations to its members, Interval faces ctitigrefrom other suppliers of other travel prodiiend services.
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Personals

Overview. Personals consists primarily of Match.com, afl s uDate.com and related brands, all of whitér single adults a private
and convenient environment for meeting other smgfieough their respective websites, as well asutjin Match.com's affiliated networks. As
of December 31, 2005, these brands and their nksngarviced approximately 1.2 million paid subser# with Match.com operating 30
localized international dating sites in 18 langusagdéatch.com launchedhemistry.com a premium relationship service, in the third dgeof
2005, andMindFindBind, a Web-based program that aims to help Match.admaibers design a dating action plan, in Jan2866.

Match.com provides users with access teratisers' personal profiles and also enables anteeested in meeting another user to send e-
mail messages to that user through Match.com'sleblitnd anonymous e-mail system. E-mail recipiertpond depending on their interest in
the sender. It is free to post a profile on Matomand to use any of the searching and matching &vailable on the site. Match.com charges
a subscription fee to users who wish to initiagejew or respond to e-mails from Match.com subseepstarting with 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 subsecrbase and a broader and more diverse onlinereali Typically, these partners earn a
commission on each customer subscription theyirgelithe Match.com service. Some, but not allhef telated agreements with third parties
contain renewal provisions.

Competition. The personals business is very competitivetaglay fragmented in the United States and abr&aithary competitors of
the various brands that comprise Personals includgerous online and offline dating and matchmakiewyices (both free and paid), some of
which operate nationwide and some of which opdoatally, and the personals sections of newspap®tsragazines. In addition to broad-
based personals services, the various brandsahgdrise Personals compete with numerous niche tesbaind offline personals services that
cater to specific demographic groups.

Discounts

Overview. Discounts consists of Entertainment Publicajdnc., or EPI, a leading marketer of coupon bodiscounts, merchant
promotions and Sally Foster® Gift Wrap. As of Deb@m31, 2005, EPI served approximately 160 majakata and did business with
approximately 65,000 local merchants and natiosialilers representing 230,000 North American laceti EPI's Entertainment® Book
contains discount offers from local and nationataarants and hotels, leading national retailedsather merchants specializing in leisure
activities. Information regarding updated offeringswvailable through EPI's websit@yvw.entertainment.com

EPI's Entertainment® Book is typically saddconnection with fund-raising events, with aqetage of the sale proceeds from these
events retained by schools, community groups amelr aton-profit organizations. EPI also markets aist membership and packages in
published and online formats to consumers via entimmmerce, direct marketing, corporate and rekaihnels. EPI also offer discounts via a
monthly subscription product, Entertainment Rewandsich provides consumers with online access itat pelick-through or code-based
discounts atvww.entertainmentrewardsclub.com

Competition. EPI currently competes on a national level wither providers of dining and other discounts, and local level with a
variety of discount programs distributed via tramil fundraising channels. EPI also competes waitltl expects to face increasing competition
from, companies that use traditional fundraisingrotels to distribute products other than localalist or coupon books, such as gift wrap,
magazines and chocolates, as well as from comp#raesffer new, non-traditional fundraising optoisuch as the hosting of fundraising
events and related services.
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Employees

As of December 31, 2005, IAC and its sulasids employed approximately 28,000 full-time eaygles across its various businesses. IAC
believes that it generally has good employee maiatiips, including relationships with employeesespnted by unions or other similar
organizations.

Additional Information

Company Website and Public Filings. The Company maintains a websitevatw.iac.com Neither the information on the Company's
website, nor the information on the website of BRg business, is incorporated by reference in #risual Report on Form 10-K, or in any
other filings with, or in any information furnished submitted to, the Securities and Exchange Casion, 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 admeants) as soon as reasonably practicable aftghtnee been electronically filed with, or
furnished to, the SEC.

Code of Ethics. The Company's code of ethics, which appliesitemployees, including all executive officers aghior financial
officers (including IAC's Chief Financial Officend IAC's Controller) and directors, is posted om @ompany's website at
www.iac.com/new_iaccodeofethics.pdhe code of ethics complies with Item 406 of SE€gulation S-K and the rules of the Nasdaq National
Market. Any changes to the code of ethics thatcatfee provisions required by Item 406 of Regulat®K, and any waivers of the code of
ethics for IAC's executive officers, directors enmr financial officers, will also be disclosed I&xC's website.

Item 1A. Risk Factors
Cautionary Statement Regarding Forward-Looking Information

This Annual Report on Form 10-K containgriffard looking statements" within the meaning & Brivate Securities Litigation Reform
Act of 1995. The use of words such as "anticipatestimates," "expects," "projects," "intends,1dps" and "believes," among others,
generally identify forward-looking statements. Téésrward-looking statements include, among oths&etements relating to: IAC's future
financial performance, IAC's business prospectsstiradegy, anticipated trends and prospects ivahieus industries in which IAC's
businesses operate, new products, services anddalmategies and other similar matters. Theseaiat looking statements are based on
management's current expectations and assumptions future events, which are inherently subjeatrioertainties, risks and changes in
circumstances that are difficult to predict.

Actual results could differ materially fratmose contained in the forward looking stateméertiided in this report for a variety of reasons,
including, among others, the risk factors set féattow. Other unknown or unpredictable factors tmatld also adversely affect IAC's busine
financial condition and results of operations megeafrom time to time. In light of these risks amttertainties, the forward looking statements
discussed in this report may not prove to be ateureccordingly, you should not place undue releana these forward looking statements,
which only reflect the views of IAC management &the date of this report. IAC does not undertakapdate these forward-looking
statements.

Risk Factors

You should carefully consider each of the followiisgs and uncertainties associated with IAC areldlwnership of IAC securities. In
addition, for more information you should reviewe specific description of IAC's businesses undectption "ltem 1—Business," "ltem 7—
Management's Discussion and Analysis of Financ@idition and Results of Operations" and Consolidéeancial Statements and the N¢
thereto.
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Managemen—IAC depends on its key personnel.

The future success of IAC will depend uploe continued contributions of its senior managemearticularly Barry Diller, the Chairman
and Chief Executive Officer of IAC. If Mr. Dillermlonger serves in, or serves in some lesser dgphein, his current role, IAC's business,
financial condition and results of operations, &il &s the market price of IAC's securities, cduddadversely affected. While IAC has
established programs to provide incentives forratain its senior management, IAC cannot assurehaiit will be able to retain the services
of Mr. Diller, any other member of its senior maaagent or any other key employees in the future.Dfer does not have an employment
agreement with IAC, though he owns approximatedyrbillion shares of IAC common stock, and holdsam to purchase a substantial
number of shares of IAC common stock, 70% of wihgrhire in October 2007.

Control of IAC—Mr. Diller currently controls IAC. If Mr. Diller ceases to control IAC, Liberty Media @poration may effectively control
IAC.

Subject to the terms of an amended andtezsstockholders agreement between Mr. Dillerlabdrty, Mr. Diller has an irrevocable
proxy to vote shares of IAC common stock and IA@SSIB common stock held by Liberty. Accordingly, Willer effectively controls the
outcome of all matters submitted to a vote or lfi@r ¢onsent of IAC's stockholders (other than wagpect to the election by the holders of
IAC's common stock of 25% of the members of IAC&RI of Directors and matters as to which Delavearerequires a separate class vote).
Upon Mr. Diller's permanent departure from IAC, threvocable proxy terminates and, depending upercapitalization of IAC at such time,
Liberty may effectively control the voting power thfe capital stock of IAC through its ownershipA€ common stock and IAC Class B
common stock. For a detailed description of Mrldi§ and Liberty's ownership interests in, andngopower with respect to, IAC common
stock and IAC Class B common stock, see "ltem 1-#ass—Equity Ownership and Voting Control."

In addition, under an amended and resigd®drnance agreement among IAC, Liberty and MieBikeach of Mr. Diller and Liberty
generally has the right to consent to limited nratte the event that IAC's ratio of total debt BIEDA, as defined in the governance
agreement, equals or exceeds 4:1 over a contiriasonth period. While neither of Mr. Diller norldgrty may currently exercise this right,
no assurances can be given that this right willotriggered in the future, and if so, that Mrll&iand Liberty will consent to any of the
limited matters at such time, in which case IAC \douot be able to engage in such transactionskergach actions.

As a result of Mr. Diller's ownership inésts and voting power, and Liberty's ownershiprégis and voting power upon Mr. Diller's
permanent departure from IAC, Mr. Diller is curdgntaind in the future Liberty may be, in a posittoncontrol or influence significant
corporate actions, including without limitation rporate transactions such as mergers, businessiatiols or dispositions of assets and
determinations with respect to IAC's significansimess direction and policies. This concentratedrobcould discourage others from initiat
any potential merger, takeover or other chang®ofrol transaction that may otherwise be benefitidAC, which could adversely affect the
market price of IAC securities.
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Third Party Relationship—IAC's businesses depend on their relationships wiitlird party distribution channels, suppliers anddaertisers
and any adverse changes in these relationships dadversely affect IAC's business, financial coridit and results of operations.

An important component of the success @'Avarious businesses depends on their abilityaimtain their existing, as well as build new,
relationships with third party distribution chansieduppliers and advertisers, among other padmgadverse changes in these relationships
could adversely affect IAC's business, financialdibon and results of operations.

Retailing

Retailing U.S. Retailing U.S. is dependent upon the pay telemioperators with whom HSN enters into distribatand affiliation
agreements to carry the HSN and America's Stoegigdbn networks. See "ltem 1—Business—DescriptibBusiness—Retailing—Retailing
U.S.—Television Programming—Pay Television Disttibo." Distribution and affiliation agreements witiajor pay television operators
expire from time to time and agreements with cartagjor pay television operators are scheduledpare over the course of 2006. Sometimes
renewals are not agreed upon prior to the expirasfca given agreement and the HSN and/or Ameri@ee television networks continue tc
carried by pay television operators without an@fte affiliation agreement in place. In the casdistribution and affiliation agreements
expiring over the course of 2006, HSN is currepthgaged or intends to engage in the renewal andfgotiation processes with the relevant
pay television providers. No assurances can benghat HSN will be able to successfully pursuergrgewal of, or negotiate new, distribution
and affiliation agreements with pay television pdevs to carry the HSN and/or America's Store islex networks on acceptable terms, if at
all.

While the cessation of carriage of the H81d/or America's Store television networks by aampgy television operator or a significant
number of smaller pay television operators couleasely affect IAC's business, financial conditaord results of operations, IAC believes 1
it will be able to continue to successfully man#iye distribution process in the future, althougttaia changes in distribution levels could
occur notwithstanding these efforts.

Services

Ticketing. Ticketing is dependent upon its clients fokéittng supply. Securing tickets depends, in parthe ability of Ticketing to
enter into and maintain client contracts on favtegabrms. No assurances can be provided that Tigketll continue to be able to enter into or
maintain client contracts on acceptable termg, dllaand its failure to do so could adverseleaffits business, financial condition and results
of operations. In addition, some facilities, proaratand other potential clients elect to distritagme of their tickets through supplier direct or
other new channels. The increased and continuedfisgoplier direct and/or new distribution charsngy clients could adversely affect the
business, financial condition and results of openatof Ticketing. See "ltem 1—Business—DescriptidiBusiness—Services—Ticketing."

Lending and Real Estate.The ability of IAC's Lending and Real Estatsibgsses to provide lending, real estate and tetaerices
depends, in significant part, on the quality andipg of services provided by participating lendarsl real estate professionals and access to
real estate listings. The failure of a significanmber of participating lenders and/or real egpatéessionals to participate on the exchanges
operated by, or otherwise enter into relationshijib or provide real estate listings to, IAC's Lergland Real Estates businesses for any re
and/or provide quality services on competitive tgroould adversely affect the business, finan@abiion and results of operations of these
businesses. See "ltem 1—Business—Description oinBas—Services—Lending" and "—Real Estate."
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Media & Advertising

A material portion of the revenues of thedv& & Advertising sector is derived from advertgsi In the case of IAC Search & Media, the
substantial majority of its advertising revenues atributable to a paid listing supply agreemeiti 8oogle, which expires, unless renewed by
mutual agreement, on December 31, 2007. Pursudhistagreement, paid listings appear on searclitsegenerated on Ask websites in
response to keywords selected by advertisers wiibhwGoogle has entered into contracts. While 1A&lidves that, in the absence of the
renewal of this paid listing agreement, IAC Seackedia could enter into similar arrangements vétternative paid listing providers, as well
as continue to contract with advertisers diredihptigh the introduction of new advertising produsts services, no assurances can be given
that this will be the case in the future, or if 8wt these arrangements will be on equally faveredyms. The failure of IAC Search & Media or
any of the other businesses within the Media & Atlging sector to retain existing, or attract negyertisers and/or distribution partners, as
well as generate traffic to their respective wedssitould adversely affect the business, finamgadition and results of operations of the
Media & Advertising sector. See "ltem 1—Business-s@#gtion of Business—Media & Advertising."

Memberships & Subscriptions

Vacations. Interval is dependent upon timeshare develdjpensew members. Interval's failure to maintaiisérg or negotiate new
arrangements with timeshare developers, as wéfleasontinued creation and operation by timeshaveldpers of their own internal
reservation and exchange systems, could resuttdredses in Interval's membership base, timeshppysand/or related transactions, which
could adversely affect IAC's business, financialditon and results of operations. See "ltem 1—Bess—Description of Business—
Membership & Subscriptions—Vacations."

Adverse Events and Tren—Adverse events or trends in the various industriesvhich IAC's businesses operate could harm IAC's
business, financial condition and results of opei@ts.

IAC's businesses in general are sensitiveehds or events that are outside of IAC's conftdverse events and trends, including general
economic downturns, decreases in consumer speadioh@porrowing and natural or other disasters, dsageadverse events or trends in the
various industries in which IAC's businesses oger@nong other adverse events and trends, coutdtsaly affect IAC's business, financial
condition and results of operations.

Retailing

Retailing U.S. is dependent upon the camtihability of HSN to transmit the HSN and Americ&tore television networks to broadcast
and pay television operators from its satellitenipfacilities. See "ltem 1—Business—DescriptiorBafsiness—Retailing—Retailing U.S.—
Television Programming—Reach." While HSN has desibbusiness continuity and disaster recovery glaesisure its continued satellite
transmission capability on a temporary basis inetent of inclement weather or a natural or otligsster, the prolonged or permanent
interruption of its satellite transmission capdpifor any reason and/or related costs incurretiB) could adversely affect IAC's business,
financial condition and results of operations.

Retailing U.S. is also dependent upon th&inued ability of HSN to secure channel capaaitg placement for the HSN and/or America's
Store television networks. While the advent of @ilgtable has resulted in increased channel capalais additional capacity has encouraged,
and could continue to encourage, competitors terehe marketplace. Changing laws, rules and réignkand legal uncertainties could also
adversely affect of ability of HSN to secure chdroapacity and placement for the HSN and/or AmésiGdore television networks. For
example, the Federal Communications Commissionnsidering the adoption of a modified cable telewisownership rules and limits that
could result in individual cable operators acqujraontrol over larger segments of U.S. cable

20




customers and channels, in which case, HSN coutddpgred to negotiate with fewer cable operatbas tould control larger portions of the
market for the terms of and opportunity to secur@nmel capacity and placement. No assurances cgivdrethat HSN will be able to secure
channel capacity and/or placement for the HSN anifeerica’'s Store television networks on attractamns and its failure to do so could
adversely affect IAC's business, financial conditamd results of operations.

Retailing is also dependent, in part, uff@nability of the businesses within this sectopttedict or respond to changes in consumer
preferences and fashion and other trends in ayimahner. Accordingly, these businesses are camisly developing new retail concepts and
adjusting its product mix in an effort to satisfystomer demand. The failure of the businessesmiti@ Retailing segment to identify and
respond to emerging trends that impact their respgebusiness could adversely affect IAC's businf#ssancial condition and results of
operations.

Services

Ticketing. Ticketing is sensitive to fluctuations in themmber and pricing of entertainment, sporting amglle events and activities
offered by promoters and facilities, as well asegaheconomic and business conditions generallyirmtttese industries. Entertainment-related
expenditures are sensitive to business and perd@waétionary spending levels, which tend to dechiuring general economic downturns.
Accordingly, adverse trends in the entertainmeudrting and leisure events industries or genermahemic or business conditions could
adversely affect the business, financial condiiad results of operations of Ticketing.

Lending and Real Estate.The results of IAC's Lending and Real Estatgifesses are impacted by fluctuations in integgssy as well
as the number of homes available and/or listeddte and the pricing of these homes (which is irgzhby construction rates and related
costs), as well as the reactions of consumerselsrahd others to these and other trends in thinigand real estate industries. See "ltem 1—
Business—Description of Business—Lending—Overviettgm 7—Management's Discussion and Analysis ofRcial Condition and
Results of Operations—Ciritical Accounting Policse® Estimates” and "ltem 7A—Quantitative and Qa#lie Disclosures about Market
Risk—Interest Rate Risk."

Media & Advertising

A material portion of the revenues of thedvh & Advertising sector is derived from advertgi Accordingly, these businesses are
sensitive to general economic downturns and deesdasconsumer spending, among other events amdistrevhich generally result in
decreased advertising expenditures, as well asahénued growth and/or acceptance of online atbieg as an effective alternative to offline
advertising media and its business model. See "lterBusiness—Description of Business—Media & Adent."

Membership & Subscriptions

Vacations. Interval's business depends, in significant, pgron the health of the timeshare and travelstriks. Travel expenditures are
sensitive to business and personal discretionaydipg levels and tend to decline during generahemic downturns. Also, inclement weat
and/or natural disasters may result in the inghitttravel to and vacation in certain regions imich Interval's participating resorts operate, as
well as significant damage to participating resostisich would result in a decrease in timeshar@rroodations and related travel. In additi
Interval's business is sensitive to travel safetycerns related to terrorism and/or geopoliticaifiicts. Accordingly, downturns or weaknesses
in the travel industry, as well as inclement wegthatural disasters, terrorism and/or geopolitazaiflicts could adversely affect IAC's
business, financial condition and results of openat
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Marketing—The failure of IAC's businesses to attract and ratacustomers in a co-effective manner could adversely affect IAC's buess,
financial condition and results of operation:

The long-term success of IAC depends oadtginued ability to attract new visitors to itelsites and other distribution channels, convert
these visitors into paying customers and captyseatbusiness from existing customers, which ire®the expenditure of considerable money
and resources for advertising, marketing, infragtme and other related efforts. Some of IAC's esses have spent and expect to continue to
spend increasing amounts of money on, and devegarresources to, these efforts, which may nsubeessful or cost-effective. The failure
of IAC's businesses to attract and acquire new retaih existing, customers in a cost-effective nearcould adversely affect IAC's business,
financial condition and results of operations.

Changing Customer Requirements and Industry Stands+IAC's businesses may not be able to adapt qyietough to changing
customer requirements and industry standards.

The e-commerce industry is characterizedumlving industry standards, frequent new seraioé product introductions and
enhancements, and changing customer demands. bA€ilsesses may not be able to adapt quickly enangdhor in a cost-effective manner to
changes in industry standards and customer reqeirenand preferences, and their failure to do stdcadversely affect the business, financial
condition and results of operations of IAC. In ditdl, the widespread adoption of new internet ted@mmunications technologies or other
technological changes could require IAC's busiressenake substantial expenditures to modify opatteeir respective services or
infrastructure. The failure of IAC's businessesdldoso could render their existing websites, sesvar®d proprietary technologies obsolete,
which could adversely affect IAC's business, finahcondition and results of operations.

Internet Usage and Online Migratio—IAC's future success depends upon the continuedlandespread use and acceptance of the internet
as a medium for commerce.

IAC's future success depends on the coatirmnd widespread use and acceptance of the intsr@emedium for commerce. While the
practice of transacting business online in som@®industries in which IAC's businesses operateh ss the retailing industry, is established
and continuing to grow, use and acceptance opffaistice in some other industries in which IAC'sibesses operate, such as the lending and
real estate industries, are in early stages ofldpaeent or have only recently begun. A number ofdes may inhibit internet use and
acceptance by consumers, including general prigadysecurity concerns regarding their personatinédion, as well as the acceptance of a
new way of conducting business and exchangingimdgion, particularly in the case of IAC's LendingleReal Estate businesses, where
consumers, more so than in other industries in lwbAC's business operate, continue to seek lengmiyreal estate services through traditional
offline methods. If consumer use and acceptanomlaxfie markets does not continue to increase, 1AG&ness, financial condition and results
of operations could be adversely affected.

Acquisitions—IAC may experience operational and financial risks connection with acquisitions. In addition, sonw the businesses
acquired by IAC may incur significant losses fronperations or experience impairment of carrying vau

IAC's future growth may depend, in partamguisitions. IAC may experience operational andrfcial risks in connection with
acquisitions. To the extent that IAC grows throagluisitions, it will need to:

. successfully integrate the operations, as welhasitcounting, financial controls, management médion, technology, hume
resources and other administrative systems, ofigtjbusinesses with IAC's existing operations syslems;
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. retain senior management and other key personaelgatired businesses; a

. successfully manage acquisit-related strain on the management, operations aaddial resources of IAC and/or acqui
businesses.

IAC may not be successful in addressingdtehallenges or any other problems encounteredninection with historical and future
acquisitions and the failure to do so could adugratfect IAC's business, financial condition amsults of operations. In addition, the
anticipated benefits of one or more acquisitiony mat be realized and future acquisitions couldiltéa potentially dilutive issuances of eqt
securities, contingent liabilities or the impairmhehgoodwill and/or other intangible assets, ahwbich could adversely affect IAC's business,
financial condition and results of operations.

International Presenc—Some IAC businesses operate in international maska which they have limited experience and areéa with
additional risks.

Some of IAC's businesses operate in vajjimisdictions abroad and may continue to expaedt ihternational presence. Some of these
businesses have limited experience, and are faitbcadditional risks, in the international marketsvhich they operate. In order to achieve
widespread acceptance in the countries and marketich they have a presence, these businessdsontgiue to successfully tailor their
services to the unique customs and cultures of saghtries and markets. Learning the customs aldres of various countries can be
difficult and costly and the failure of these biesines to do so could slow their respective intemnalt growth.

These businesses face, and expect to certinface, additional risks in the case of theisteng and future international operations. These
risks include changes in regulatory requirementsgased risk and limits on its ability to enfonaellectual property rights, exchange rate
fluctuations, potential delays in the developmdrthe internet as an advertising and commerce mediunternational markets and difficulties
in managing operations due to distance, languadealtural differences, including issues associatéd establishing management systems
and infrastructures, and staffing and managingdareperations.

Compliance—The failure of IAC's businesses to complith existing laws, rules and regulations, or tdtain required licenses and rights,
could adversely affect IAC's business, financialrdition and results of operations.

The failure of IAC's businesses to complthvexisting laws, rules and regulations, or toadbtequired licenses or rights, could adversely
affect IAC's business, financial condition and tssaf operations. IAC's businesses market andigeo& broad range of goods and services
through a number of different online and offlineanhels. As a result, IAC's businesses are sulgjecirtide variety of statutes, rules,
regulations, policies and procedures in variousglictions in the U.S. and abroad, which are suligechange at any time. IAC businesses
an online component must comply with laws and raghs applicable to the internet and businessgagad in online commerce, including
those regulating the sending of unsolicited, conmmakelectronic mail. Moreover, there are fedestédte and international laws regarding
privacy and protection of user data. The privaclcges and practices concerning the use and digoosf user data of IAC businesses are
posted on the websites of these businesses. Theefaf IAC and/or any of its businesses to compith posted privacy policies, Federal Tre
Commission requirements or other federal, staiaternational privacy-related laws and regulationsld result in proceedings against IAC
and/or its businesses by governmental agencieshvaoiuld adversely affect IAC's business, financtaldition and results of operations.

Many of IAC's businesses require licensesfvarious federal, state and/or local regulatarthorities in order to conduct their respective
businesses and operations. For example, HSN must ha
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a broadcast license from the Federal Communicat@mmmission in order to broadcast its programmimg) lASE-Germany generally must
obtain the right to broadcast its programming @iveen state on a given cable channel from statdaredhorities in each of Germany's 16
states on a periodic basis. In the case of IACtgllrey and Real Estate businesses, most statesedigenses to solicit, broker or make loans
secured by residential mortgages and other conslomes to residents of those states, as well apdoate real estate referral and brokerage
services. No assurances can be given that anydicimses or rights currently held by IAC's busses will not be revoked prior to, or will be
renewed upon, their expiration. In addition, nauaasces can be given that IAC's businesses wiirheted new licenses or rights for which
they may required to apply from time to time in fheure.

Many of IAC's businesses are also subgegatious state, federal and/or local laws, rules rgulations that regulate the amount and
nature of fees that may be charged for their prtedaed services and related incentives, such asaglthat may be offered to consumers, as
well as the manner in which they may offer themdurcts or services, including advertising and ottwgrsumer disclosures. For example, in the
case of IAC's Lending and Real Estate businessdsrdl law, such as the Real Estate Settlemeneéuoes Act, or RESPA, generally prohi
the payment or receipt of referral fees and feeeshar splits in connection with residential moggdoan transactions, subject to certain
exceptions. The applicability of referral fee aeé Eharing prohibitions to lenders, including oml@xchanges, and real estate services and
related initiatives, may have the effect of redgdine types and amounts of fees that may be changedid in connection with real estate-
secured loan products, including mortgage brokerageling and real estate brokerage services. AfhdAC believes that its mortgage,
lending and real estate referral operations haea B&uctured in such a way so as to comply witlsRE, there can be no assurances that the
relevant regulatory agency will not take a contraogition.

In addition, some states have regulatibas prohibit real estate brokers from providing suomers with rebates or other incentives in
connection with real estate transactions. Additietates could promulgate similar regulations ¢eripret existing regulations in a way that
limits the ability of online exchanges to offer somer incentives in connection with real estateises, thereby limiting the attractiveness of
the services offered by IAC's Real Estate busirsegseonsumers.

Additional federal, state and in some ins&s, local, laws regulate residential lending eead estate brokerage activities. These laws
generally regulate the manner in which lendingdieg-related and real estate brokerage servicemade available, including advertising and
other consumer disclosures, payments for servicedsecord keeping requirements, and include the@a&dit Reporting Act, the Truth in
Lending Act, the Equal Credit Opportunity Act ame t~air Housing Act. Although IAC believes thatritertgage and real estate referral
operations have been structured in such a way sogenerally comply with these federal laws, thear be no assurances that the relevant
regulatory agency will not take a contrary position

Federal, state and in some instances,,llza$ also prohibit predatory lending practice¥air and deceptive trade practices and require
companies to adopt appropriate policies and pr&tic protect consumer privacy. The failure of ACending and Real Estate business to
comply with applicable laws and regulatory requiegts may result in, among other things, revocatforequired licenses or registrations, loss
of approval status, termination of contracts withcampensation, administrative enforcement actardfines, class action lawsuits, cease and
desist orders and civil and criminal liability, aofywhich could adversely affect the business,raial condition and results of operations of
these businesses.
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Changing Laws, Rules and Regulatio—Changing laws, rules and regulations and legal umtzinties could adversely affect IAC
business, financial condition and results of opei@ts.

Unfavorable changes in existing, or thenputgation of new, laws, rules and regulations atiie to IAC and its businesses, including
those relating to the internet, online commerce régulation of adware and other downloadable egftins, broadband and telephony serv
consumer protection and privacy, including requieats for criminal background checks for subscribersnline dating services, and sales,
use, value-added and other taxes, could decreasandiefor products and services, increase cost®asdbject IAC to additional liabilities,
which could adversely affect its business. Therarisl will likely continue to be, an increasing ragnof laws and regulations pertaining to the
internet, online commerce and broadband and tetepkervices, which may relate to carriage andibligtion of online content over broadba
networks, liability for information retrieved froor transmitted over the internet, user privacyatan and the quality of products and services.

Broadband network operators are not cugresnibject to common carrier regulations, whichhilodt the discriminatory operation of
communications networks generally, including braatbnetworks. Broadband network discrimination lage the interference by broadband
network operators with customer access to, andigtabution of content and provision of servicegig the internet, all of which involve the
access and use of their networks. While broadbatdark operators have generally operated their oksvin a non-discriminatory manner to
date, certain operators have engaged in discrimipgiractices in limited instances, and absent giairto the existing regulatory regime, these
and other broadband network operators could enigadjscriminatory practices in the future.

Interference with customer access to theriret could result in the loss of existing custmrand impair the ability of IAC's various
businesses to attract new customers, which cowldradly affect IAC's business, financial conditaond results of operations. In addition, if
broadband network operators were to charge thirtiggafor distribution and carriage over their netls, this would result in increased costs
for IAC's various businesses, which could adveraffigct IAC's business, financial condition andutessof operations. The U.S. Congress is
currently considering changes to the existing retguy regime, including bills to prohibit broadbametwork discrimination. This proposed
legislation would prevent broadband network opesatmm interfering with the ability of consumersdccess the internet, as well as from
charging businesses for the distribution and cgeriaf online content and services over their neta/oo assurances can be given that this or
any other legislation prohibiting or otherwise lfmg broadband network discrimination will be adsght

There are also legislative proposals penbtefore the U.S. Congress and various state égiyislbodies regarding online privacy, data
security and regulation of adware and other dowddbée applications, and the continued growth anetld@ment of online commerce may
continue to prompt calls for more stringent consupretection laws, which may impose additional tamslon IAC and online businesses
generally.

In addition, the application of various destic and international sales, use, value-addedtra tax laws, rules and regulations to the
historical and new products and services of IA8uject to interpretation by the applicable taxaghorities. While IAC believes that it is
compliant with these tax provisions, there can dassurances that taxing authorities will not tak®ntrary position, or that such positions
not adversely affect IAC's business, financial dton and results of operations.

Lastly, some of IAC's businesses have sirad their business, operations and relationshifisthird parties in ways to ensure
compliance with various state, federal and/or Id@ats, rules and regulations that regulate the arhand nature of fees that may be charge
their products or services. For example, Ticketerasas structured its business, operations anuteciéationships in ways to ensure
compliance with certain state and local regulationseveral states that establish
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maximum charges on tickets. Other legislation toatid further regulate convenience charges and-gmaeessing fees is introduced from ti
to time in federal, state and local legislative leedn the United States and abroad. Changes #tirgi or the promulgation of new, laws, rules
and regulations of this nature could require Tioketer to change certain aspects of its businpssations and client relationships to ensure
compliance. Ticketmaster is unable to predict waetny such legislation will be adopted and, iftbe, effect on its business and results of
operations.

Intellectual Propert—IAC and its businesses may fail to adequately pobtineir intellectual property rights or may be agsed of infringing
intellectual property rights of third parties.

IAC and its businesses may fail to adedygtect their intellectual property rights or ynae accused of infringing intellectual property
rights of third parties. IAC and its businessesardgheir intellectual property rights, includiftetr patents, service marks, trademarks and
domain names, copyrights, trade secrets and siimtiltectual property, as critical to IAC's sucgeB\C's businesses also rely heavily upon
software codes, informational databases and otitaponents that make up their products and services.

IAC and its businesses rely on a combimatiblaws and contractual restrictions with emplgiecustomers, suppliers, affiliates and others
to establish and protect these proprietary righespite these precautions, it may be possible third party to copy or otherwise obtain and
use trade secret or copyrighted intellectual prigpafrIAC or any of its businesses without authatian which, if discovered, might require the
uncertainty of legal action to correct. In additiol assurances can be given that third partidsatilindependently and lawfully develop
substantially similar intellectual properties.

IAC and its businesses have registereccantinue to apply to register, or secure by comtrden appropriate, their respective tradem
and service marks as they are developed and usédeserve and register domain names as they demopaiate. While IAC and its
businesses vigorously protect their respectiveetatt service marks and domain names, effectidennark protection may not be available or
may not be sought in every country in which prodwid services are made available, and contragig@ites may affect the use of marks
governed by private contract. Similarly, not eveayiation of a domain name may be available oreggstered, even if available. The failure of
IAC and its businesses to protect their intellelcpwaperty rights in a meaningful manner or chadles to related contractual rights could result
in erosion of brand names and limit the abilityA€ and its businesses to control marketing orhoough the internet using their various
domain names, which could adversely affect IAC'sitess, financial condition and results of operstio

Some of IAC's businesses have been grantédd States patents and/or have patent applitapiending with the United States Patent
and Trademark Office for various proprietary tedog@s and other inventions. IAC and its businegge®erally seek to apply for patents or
other appropriate statutory protection when thexet valuable new or improved proprietary techgade or inventions, and will continue to
consider the appropriateness of filing for patéatgrotect future proprietary technologies and imians as circumstances may warrant. The
status of any patent involves complex legal antuflquestions, and the breadth of claims allovgadhicertain. Accordingly, no assurances
be given that any patent application filed by |A@lor its businesses will result in a patent béssged, or that any existing or future patents
will afford adequate protection against competitoith similar technology. In addition, no assurascan be given that third parties will not
create new products or methods that achieve simatart without infringing upon patents owned byClAnd its businesses.

From time to time, IAC and its businessessbject to legal proceedings and claims in tdénary course of business, including claim
alleged infringement of the trademarks, copyrightgents and other intellectual property rightshafd parties. In addition, litigation may be
necessary in the future to enforce the intelleguaperty rights of IAC and its businesses, protieeir respective
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trade secrets or to determine the validity and sadproprietary rights claimed by others. Anyglition of this nature, regardless of outcom
merit, could result in substantial costs and divere®f management and technical resources, anynafhacould adversely affect IAC's busine
financial condition and results of operations. Raligigation tends to be particularly protractawisexpensive.

Maintenance of Systems and Infrastructt—The success of IAC will depend on maintaining thgegrity of its systems and infrastructure.
System interruption and the lack of integration amddundancy in IAC's information systems may affdts businesses

The success of IAC will depend on maintagnthe integrity of its systems and infrastruct®gstem interruption and the lack of
integration and redundancy in IAC's informationteyss may affect its businesses. A fundamental reognt for online commerce and
communications is the secure transmission of centidl information, such as credit card numberstber personal information, over public
networks in a timely manner. IAC's security measumay prove to be inadequate and, if any comproofisecurity were to occur, it could
have a detrimental effect on IAC's reputation athekeasely affect its ability to attract customerstitnes, IAC's businesses may experience
occasional system interruptions that make somd of their respective systems unavailable or prevthese businesses from efficiently
fulfilling orders or providing services to third pis. IAC and its businesses rely on affiliate #mdd party computer systems and service
providers to facilitate and process a portion efrttransactions. Any interruptions, outages oageln the systems of IAC, its affiliates and/or
third party providers, or a deterioration in thefpemance of these systems, could impair the ghilitt AC's businesses to process transactions
for its customers and the quality of service offet@ these customers. Fire, flood, power lossctatenunications failure, break-ins,
earthquakes, acts of war or terrorism, acts of @odhputer viruses and similar events or disruptimay damage or interrupt computer or
communications systems at any time. Any of thesmtsvcould cause system interruption, delays asgldbcritical data, and could prevent
IAC's businesses from providing services to thiadips. While IAC has backup systems for certapeats of operations, the systems are not
fully redundant and disaster recovery planningossufficient for all eventualities. In additiotAC may not have adequate insurance coverage
to compensate for losses from a major interruptibany of these adverse events were to occugutdcdamage the reputation of IAC and be
costly to remedy.
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Iltem 1B. Unresolved Staff Comments

Not applicable.

Item 2. Properties

IAC believes that the facilities for its negement and operations are generally adequaits farrrent and near-term future needs. IAC's
facilities, most of which are leased by IAC's dotigeand international businesses in various c#ies locations in the United States and
jurisdictions abroad, generally consist of exeaitind administrative offices, fulfillment facilisgewarehouses, operations centers, call cer
data centers, television production and broadeaditfes and sales offices.

All of IAC's leases are at prevailing marle "most favorable," rates. IAC believes that thuration of each lease is adequate. IAC
believes that its principal properties, whether edior leased, are currently adequate for the pegofos which they are used and are suitably
maintained for these purposes. IAC does not amtieipny future problems renewing or obtaining slétéeases for its principal properties.

IAC leases approximately 45,550 squareffaets principal executive offices at CarnegiellHawer, 152 West 57th Street, New York,
New York, which lease expires on April 30, 2007C#s currently in the process of constructing a weworate headquarters, currer
intended to be approximately 202,500 square feé&Q2a37 West 18 Street and 540 West 19 Street, New York, New York. Construction is
expected to be completed in the first quarter @720

IAC owns two office buildings in West Hollyod, California, one of which is approximately @2) square feet and houses Ticketmas
corporate headquarters and the other of whichpsomately 48,000 square feet and houses offigesdrtain IAC businesses. HSN owns
warehouse facilities and an approximately 480,@d@ge foot facility in Florida that houses telesisiproduction and broadcast facilities,
administrative offices and training facilities, wsll as fulfillment centers in California, Tennessend Virginia. PRC owns one call center in
Florida.

Iltem 3. Legal Proceedings

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

Rules of the Securities and Exchange Cosiomgequire the description of material pendirgpleproceedings, other than ordinary,
routine litigation incident to the registrant's mess, and advise that proceedings ordinarily me¢dbe described if they primarily involve
damages claims for amounts (exclusive of intenedtasts) not exceeding 10% of the current as$eékeaegistrant and its subsidiaries on a
consolidated basis. In the judgment of managenmemie of the pending litigation matters which therpany and its subsidiaries are
defending, including those described below, invslaeis likely to involve amounts of that magnitud@e litigation matters described below
involve issues or claims that may be of particiiéerest 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.

Securities Class Action Litigation against IA

As previously disclosed in the Companyliadion SEC Form 10-K for the fiscal year ended &aber 31, 2004, beginning on
September 20, 2004, twelve purported shareholdss@ctions were commenced in the United StatégddiSourt for the Southern District of
New York against IAC and certain of its officergdadirectors, alleging violations of the federalgdttes laws. These cases arose out o'
Company's August 4, 2004 announcement of its egsrfior the second quarter of 2004 and generakgad that the value of the Company's
stock was artificially inflated by pre-announcemstaitements about its financial results and fotedhst were false and misleading due to the
defendants' alleged failure to disclose varioublams faced by the Company's travel businesses
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(which in 2005 were spun off into a separate putdicpany, Expedia, Inc.). On December 20, 2004dibteict court consolidated the twelve
lawsuits, appointed co-lead plaintiffs, and desigdaco-lead plaintiffs' couns&bee In re IAC/InterActiveCorp Securities Litigatiddo. 04-
CV-7447 (S.D.N.Y.).

On October 18, 2004, a related sharehaldgvative actionStuart Garber, Derivatively on Behalf of IAC/IntetiveCorp v. Barry Diller
et al., No. 04603416, was commenced in the Supreme Court ofttite 8f New York (New York County) against certainAC's officers an
directors. On November 15, 2004, another relatedettolder derivative actiohjsa Butler, Derivatively on Behalf of IAC/InterAaCorp v.
Barry Diller et al., No. 04-CV9067, was filed in the United States District Cdortthe Southern District of New York against eémtof IAC's
current and former directors. On January 24, 2@@5federal district court consolidated Betler case with the securities class action for pre-
trial purposes only. On February 2, 2005, the didiets in thesarbercase removed it from New York state court to thété¢hStates District
Court for the Southern District of New York. On A1, 2005, the district court issued a similansolidation order in respect of tarber
case.

As previously disclosed by the CompanyMay 20, 2005, the plaintiffs in the federal sedastclass action filed a consolidated amended
complaint. Like its twelve predecessors, the amémdenplaint generally alleges that the value ofGloenpany's stock was artificially inflated
by pre-announcement statements about its finaresalts and forecasts that were false and mislgatlie to the defendants' alleged failure to
disclose various problems faced by the Compangis ttavel businesses. The plaintiffs seek to remtes class of shareholders who purchased
IAC common stock between March 31, 2003 and Augu8004. The defendants are IAC and fourteen cumeformer officers or directors of
the Company or its former Expedia travel busin@se. complaint purports to assert claims under 8estl0(b) and 20(a) of the Securities
Exchange Act of 1934 (the "Exchange Act") and Ruflb-5 promulgated thereunder, as well as Sectidremdl 15 of the Securities Act of
1933, and seeks damages in an unspecified amount.

On July 5, 2005, the plaintiffs in the telh shareholder suits filed a consolidated shadetmalerivative complaint. The defendants are
(as a nominal defendant) and sixteen current endorofficers or directors of the Company or itavier Expedia travel business. The compl.
which is based upon factual allegations similathtzse in the securities class action, purportss$er claims for breach of fiduciary duty, abuse
of control, gross mismanagement, waste of corpasgets, unjust enrichment, violation of Sectiofa)l4f the Exchange Act, and contribution
and indemnification. The complaint seeks an oraéding the election of the Company's current BazfrDirectors, as well as damages in an
unspecified amount, various forms of equitablesfelestitution, and disgorgement of remunerategeived by the individual defendants from
the Company.

On September 15, 2005, IAC and the oth&srdlants filed motions to dismiss both the sea@sitilass action and the shareholder
derivative suits. On November 30, 2005, the plffifiled their opposition to the motions. On Janu@, 2006, the defendants filed reply pa|
in further support of the motions. Both motiongltemiss remain pending.

The Company believes that the claims incthes action and the derivative suits lack merit will continue to defend vigorously against
them.

Consumer Class Action Litigation against Ticketmassr

lllinois.  As previously disclosed in the Company's filsmgSEC Form 10-Q for the quarter ended Septenthe2@®5 (the "3Q05 10-
Q"), on November 22, 2002, a purported class actias filed in Illinois state court, challenging Ketmaster's charges to customers for UPS
ticket delivery.See Mitchell B. Zaveduk, Individually and as ther@sentative of a Class of Similarly Situated Pesse. Ticketmaster et al.
No. 02-CH-21148 (Circuit Court, Cook County). The lawsalieges in essence that it is unlawful for Tickaster not to disclose that the fee it
charges to customers to have their tickets deld/byeUPS contains a profit component. The complagserted claims for violation of the
lllinois Consumer Fraud and Deceptive Businessties Act and for unjust enrichment and sought
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restitution to the purported class of the diffeebetween what Ticketmaster charged for UPS dgliged what it paid for that service.

On May 20, 2003, the court granted Tickettags motion to dismiss the common-law claim fojust enrichment but declined to dismiss
the claim under the lllinois statute. On July 7020the plaintiff filed an amended complaint, addabaims for breach of contract and for
violation of the California Consumers' Legal Renesdict and Section 17200 of the California Busiress Professions Code. On August 13,
2004, the court granted Ticketmaster's motion $oniis the claim under the California ConsumersalL&gmedies Act. On October 28, 2004,
the court granted Ticketmaster's motion to disrtiissclaim for breach of contract but declined adaidismiss the claim under the lllinois
statute. On June 16, 2005, the court denied Tickstan's motions for summary judgment on the llBr&tatutory claim and to stay the
remaining California statutory claim. Discoverytite case has been inactive, and no trial date éws $et.

California.  As previously disclosed in the 3Q05 10-Q, onoBer 21, 2003, a purported representative actiagmfiled in California
state court, challenging Ticketmaster's chargestime customers for UPS ticket deliveBee Curt Schlesinger et al. v. Ticketmaster
No. BC304565 (Superior Court, Los Angeles CourByinilar to the lllinois case, this lawsuit allegesssence that it is unlawful f
Ticketmaster not to disclose on its website thatfée it charges to online customers to have tlubiets delivered by UPS contains a profit
component. The complaint asserted a claim for timieof Section 17200 of the California Businesd &nofessions Code and, like the lllinois
case, sought restitution or disgorgement of thieifice between the total URIBHvery fees charged by Ticketmaster in conneatidh online
ticket sales and the amount it paid to UPS for sleatice.

On January 9, 2004, the court denied Tiokster's motion to stay the case in favor of thikeediled lllinois case. On December 31,
2004, the court denied Ticketmaster's motion fonmiary judgment. On April 1, 2005, the court dertieg plaintiffs' motion for leave to ame
their complaint to include UPS-delivery fees chargeconnection with ticket orders placed by telepd Citing Proposition 64, a recently
approved California ballot initiative that outlawsd-called "representative" actions brought on Betidhe general public, the court ruled that
since the named plaintiffs did not order their ¢itkby telephone, they lacked standing to assddim based on telephone ticket sales. The
plaintiffs were granted leave to file an amendeahgiaint that would survive application of Propamitic4.

On August 31, 2005, the plaintiffs filed amended class-action and representative-actiopledmh alleging (i) as before, that
Ticketmaster's website disclosures in respectathiirges for UPS ticket delivery violate Secti@200 of the California Business and
Professions Code, and (ii), for the first time tthiecketmaster's website disclosures in respeitsdicket order-processing fees constitute false
advertising in violation of Section 17500 of theli@ania Business and Professions Code. On thtedataim, the amended complaint seeks
restitution or disgorgement of the entire amoumrofer-processing fees charged by Ticketmastenduhie applicable statute-of-limitations
period.

On September 1, 2005, in light of the neplsaded claim based upon order-processing feekeffhaster removed the case to federal
court pursuant to the recently enacted federalsCAasion Fairness AcSee Curt Schlesinger et al. v. Ticketmastéo. 05-CV-6515 (U.S.
District Court, Central District of California). O@ctober 3, 2005, the plaintiffs filed a motionréanand the case to state court, which
Ticketmaster opposed. The motion was argued on fidbee 7, 2005 and remains pending.

The Company believes that the claims imklbg lllinois and the California lawsuits lack ntend will continue to defend vigorously
against them.

Iltem 4. Submission of Matters to a Vote of Security Holders
There were no matters submitted to a vbtny of the Company's security holders duringftheth quarter of 2005.
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PART Il
Item 5. Market for Registrant's Common Equity, Related Skbolder Matters and Issuer Purchases of Equity Seties
Market for Registrant's Common Equity and Related Sockholder Matters

IAC common stock is quoted on The NasdaglSMarket, or "NASDAQ," under the ticker symboRCTI." There is no established public
trading market for IAC Class B common stock. THadéelow sets forth, for the calendar periodsdatiid, the high and low sales prices per
share for IAC common stock as reported on NASDA(@hHand low sales prices per share of IAC commookshave been adjusted to reflect
the impact of the one-for-two reverse stock sglitAC's common stock and Class B common stock aed3pin-Off, both of which were
completed on August 9, 2005.

The adjusted stock prices were determirsgaiguthe historical prices (pre-adjustment) divitgd).90036. This factor is equal to the value
of $25.30, the closing price on August 8, 20054 lcommon stock, divided by $28.10, the closing@mn August 8, 2005 of IAC common
stock trading on a when issued basis.

High Low

Year Ended December 31, 200

First Quarter (through March 8, 20C $ 30.6C $ 26.9¢
Year Ended December 31, 200

Fourth Quarte $ 293¢ $ 24.71

Third Quartel 30.8:2 23.4¢

Second Quarte 29.15 23.2¢

First Quartel 30.9¢ 23.3:
Year Ended December 31, 200

Fourth Quarte $ 32.11  $ 21.2¢

Third Quartel 34.1- 22.9¢

Second Quarte 38.4¢ 31.5¢

First Quartel 38.8( 30.5(

As of March 8, 2006, there were approxirya®e000 holders of record of the Company's commstock and the closing price of IAC
common stock was $30.09. Because many of the odlisigishares of IAC common stock are held by brekexd other institutions on behall
shareholders, IAC is not able to estimate the tmtahber of beneficial shareholders representethdsset record holders.

As of March 8, 2006, there were six hold&freecord of the Company's Class B common sto&&. has paid no cash dividends on its
common stock or Class B common stock to date aed dot anticipate paying cash dividends on its comatock or Class B common stocl
the immediate future.

During the quarter ended December 31, 20@5Company did not issue or sell any sharesafatnmon stock or other equity securities
pursuant to unregistered transactions in reliapaman exemption from the registration requiremehtie Securities Act of 1933, as
amended.
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Issuer Purchases of Equity Securitie

The following table sets forth purchasegh® Company of its common stock during the quarteted December 31, 2005:

(a) Total Number of

(b) Average Price Paid

(c) Total Number of

Shares Purchased as Part

of Publicly Announced

(d) Maximum Number of Shares
that May Yet Be Purchased
Under Publicly Announced Plans

Period Shares Purchased Per Share(1) Plans or Programs(2) or Programs(3)(4)

October 200! 8,829,27. $ 25.6¢ 8,829,27. 6,333,08

November 200! 2,557,322 $ 26.7¢ 2,557,32. 3,775,75

December 200 2,949,511 % 27.9¢ 2,949,51 826,24(

Total 14,336,11  $ 26.3¢ 14,336,11 826,24(

I I

1) Reflects the weighted average price paid per sbfareC common stock

2) Reflects repurchases made pursuant to repurchéserizations previously announced in November 2004.

3) Represents shares remaining available for repueghaisuant to the November 2004 repurchase au#tionz as adjusted to give effect
to the reverse stock split completed on Augus0852

4) Shares remaining available for repurchase purawzter the November 2004 authorization as of Decel®be2005 were subsequently

repurchased in January 2006 for an aggregate @masion of $23.8 million. Additionally, on Februa8y 2006, the Company announ
that its Board of Directors authorized the repusehaf up to 42 million shares of IAC common stdéiC may purchase shares over an
indefinite period of time on the open market, defieg on those factors IAC management deems relatarty particular time,
including, without limitation, market conditiondyare price and future outlook.
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Iltem 6. Selected Financial Data

The following table presents selected histd financial data of IAC for each of the yeanghe fiveyear 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&sxand accompanying notes and other
financial data pertaining to IAC included hereim August 2001, IAC completed its sale of all of tapital stock of certain USA Broadcasting
subsidiaries that own 13 full-power television istas and minority interests in four additional fplbwer stations to Univision
Communications Inc. ("Univision™). On May 7, 200AC completed its transaction with Vivendi Univelks@.A. ("Vivendi") in which IAC's
USA Entertainment Group, consisting of USA Cabkeid®s USA, and USA Films, was contributed to Videbniversal Entertainment LLLP
("VUE"), a joint venture then controlled by Vivendduring the second quarter of 2003, USA Electré@dnmerce Solutions ("ECS"),
Styleclick, Inc. and Avaltus, Inc., a subsidiaryRRRC, ceased operations. In June 2005, IAC solBi8% ownership in EUVIA. In addition,
during the second quarter of 2005, TV Travel Shegsed operations. Further, on August 9, 2005, I&@pieted the Spin-Off of its travel
businesses, including Expedia.com, Hotels.com, Hetand TripAdvisor, into an independent public gamy, Expedia, Inc. The financial
position, results of operations and cash flowheke companies have been presented as discontipasations in the following table.

Year Ended December 31,

2005(1)(2) 2004(3)(4) 2003(5) 2002(6)(7) 2001(8)

(Dollars in Thousands, Except Per Share Data)

Statement of Operations Data:

Net revenue $ 5,753,67. $ 4,188,27' $ 3,823,48' $ 3,029,37' $ 2,898,07
Operating income (los: 344,22¢ (20,244 138,26 (36,559 (156,129
Earnings (loss) from continuing operations

before cumulative effect of accounting chau 598,38’ 54,861 10,70¢ (56,909 (171,719
Earnings before cumulative effect

accounting chang 876,15( 164,86: 167,39¢ 2,414,49: 392,79!
Net earnings available to common sharehol 868,21 151,80t 154,34: 1,941,34. 383,60¢

Basic earnings (loss) per common share f

continuing operations before cumulative effi

of accounting change available to common

shareholders(9)(1( 1.7¢ 0.12 (0.01) (0.32) (0.92)
Diluted earnings (loss) per common share f

continuing operations before cumulative effi

of accounting change available to common

shareholders(9)(1( 1.6¢ 0.11 (0.07) (0.32) (0.92)
Basic earnings per common share be

cumulative effect of accounting change

available to common shareholders(9)( 2.64 0.44 0.51 11.27 2.1C
Diluted earnings per common share be

cumulative effect of accounting change

available to common shareholders(9)( 2.4¢€ 0.41 0.51 11.25 2.1C

Basic earnings per common share availab

common shareholders(9)(1 2.64 0.44 0.51 9.11 2.0t

Diluted earnings per common share availab

common shareholders(9)(1 2.4¢€ 0.41 0.51 9.11 2.0t
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Balance Sheet Data (end of period):

Working capital $ 1,760,53. $ 2,223,32' $ 2,336,79' $ 3,069,511 $ 1,380,93
Total asset 13,917,76 22,398,86 21,568,45 15,640,85 6,491,80!
Long-term obligations, net of current maturit 959,41( 796,71t 1,117,821 1,211,14 544,37
Minority interest 5,514 20,63¢ (4,50%) 461,53t 475,57:
Shareholders' equi 9,230,82 14,605,30 14,415,58 7,931,46. 3,945,50:
Other Data:

Net cash (used in) provided t
Operating activities attributable to continuini
operations $ (72,29¢) $ 503,65¢ $ 620,91 $ 354,18t $ 266,31t

Investing activities attributable to continui



operations 2,085,47. (1,102,03) (1,065,33) 670,79¢ (404,537
Financing activities attributable to continuin

operations (2,705,330 (263,65 (525,29() 612,17 (644)
Discontinued operatior 706,68:¢ 1,092,72i (179,11) (45,964 315,57¢
Effect of exchange rate chancg (27,149 9,39( 14,58¢ 10,48: (3,66%)

() Includes the results of Cornerstone Brands, Ind.la& Search & Media, Inc. (formerly, Ask Jeeveas;.) since their acquisitions |
IAC on April 1, 2005 and July 19, 2005, respectyvel

(2)  Net earnings available to common shareholders dedla gain of $322.1 million, net of tax, relatedhe sale of IAC's common a
preferred interests in VUE to NBC Universal, a gafii$70.2 million, net of tax, related to the safeEUVIA, an after-tax increase in
non-cash compensation expense of $49.0 millioneelt the treatment of vested stock options imection with the Spin-Off and an
after-tax reduction in non-cash compensation expeif$3.5 million included in earnings from contimg operations and $22.0 million
included in discontinued operations, related todimaulative effect of a change in IAC's estimatatesl to the number of stock-based
awards that are expected to vest.

3) Includes the results of TripAdvisor, ServiceMagnddome Loan Center since their acquisitions by BxCApril 27, 2004
September 1, 2004 and December 14, 2004, resplgctiree results of TripAdvisor have been presemediscontinued operations for
all periods presented.

4) Net earnings available to common shareholders desan impairment charge of $184.8 million related write-down of Teleservice
goodwill that resulted from the Company's annuaglaimment review under Statement of Financial Act¢imgnStandards No. 142,
"Accounting for Goodwill and Other Intangible Asse{"SFAS No. 142").

(5) Includes the results of Entertainment Publicatidns,, LendingTree, Inc. and Hotwire, Inc. sinceittacquisitions by IAC on March 2
2003, August 8, 2003 and November 5, 2003, respdytiThe results of Hotwire, Inc. have been présgmas discontinued operations
for all periods presented.

(6) In connection with IAC's acquisition of a contrall interest in Expedia.com, IAC issued approxinyatd.1 million shares of Series
Cumulative Convertible Preferred Stock with a $a6¢f value ($656 million aggregate value), a 1.98%ual dividend rate and which
were convertible at any time into IAC common statlan initial conversion price of $67.50. In corti@t with the Spin-Off and the
one-for-two reverse stock split, all but 846 sharkethe preferred stock were redeemed for an aggeemount of $655.7 million, and
the remaining shares of preferred stock were exgérafor a like number of Series B Cumulative Cotilkr Preferred Stock with a
face value of $27.77, a 1.99% annual dividend aat&convertible at any time into IAC common stotkminitial conversion price of
$37.48 and shares of Expedia preferred stock.

(") Net earnings available to common shareholders desa gain of $2.4 billion, net of tax, relatedte contribution of the USA
Entertainment Group to VUE and an after-tax expei$61.4 million related to the cumulative effe€adoption as of January 1,
2002 of SFAS No. 142. Also includes the resultintdrval since its acquisition by IAC on SeptemBér 2002.

(8) Net earnings available to common shareholders deda gain of $517.8 million, net of tax, relatedre sale of capital stock of certain
USA Broadcasting subsidiaries and an after-tax espef $9.2 million related to
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the cumulative effect of adoption as of Januar®Q01 of SOP 00-2, "Accounting by Producers or hstors of Films."

9) Earnings (loss) per common share data and shatstsioding retroactively reflect the impact of thredor-two reverse stock split of
IAC's common stock and IAC's Class B common statlogust 9, 2005.

(10) The following table adjusts IAC's reported lossrfroontinuing operations, net earnings and relagsictand diluted (loss) earnings per
share to exclude amortization expense related dowgidl and other intangible assets with indefidites as if SFAS No. 142 were
effective January 1, 2001:

LOSS FROM CONTINUING OPERATIONS AVAILABLE TO COMMON
SHAREHOLDERS

Loss from continuing operations available to comrabareholders, as report
Add: goodwill amortizatior

Loss from continuing operations, as adjus

Basic loss per share from continuing operations avable to common
shareholders, as adjusted

Basic loss per share, as repol

Add: goodwill amortizatior

Basic loss per share, as adjus

Diluted loss per share from continuing operations @ailable to common
shareholders, as adjusted

Diluted loss per share, as repor

Add: goodwill amortizatior

Diluted loss per share, as adjus

NET EARNINGS AVAILABLE TO COMMON SHAREHOLDERS
Net earnings available to common shareholdersEstec
Add: goodwill amortizatior

Net earnings available to common shareholdersfjastad

Basic earnings per share as adjustec
Basic net earnings per share, as repc
Add: goodwill amortizatior

Basic net earnings per share, as adju

Diluted earnings per share:
Diluted net earnings per share, as repc
Add: goodwill amortizatior

Diluted net earnings per share, as adju
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Year Ended
December 31, 2001

(In Thousands, Except Per Share

Data)
$ (171,715
105,82:
$ (65,89()

$ (0.92)
0.57
$ (0.35)

$ (0.92)
0.57
$ (0.35)

$ 383,60t
176,41¢
$ 560,02:

$ 2.0t
0.94
$ 2.9¢

$ 2.0t
0.94
$ 2.9¢




Iltem 7. Management's Discussion and Analysis of Financiab@dition and Results of Operations

MANAGEMENT OVERVIEW

IAC/InterActiveCorp operates leading andedsified businesses in sectors being transformyetidinternet, online and offline...our
mission is to harness the power of interactivityrtake daily life easier and more productive forgle@ll over the world. IAC operates a
diversified portfolio of specialized and global bds in the following sectors:

. Retailing, which includes the U.S. and Internatioe@orting segment:
. Services, which includes the Ticketing, LendingaRestate, Teleservices and Home Services repcsgggents;
. Media & Advertising; and

. Membership & Subscriptions, which includes the \teres, Personals and Discounts reporting segm

IAC enables billions of dollars of consurditect transactions and advertising for produets services via interactive distribution
channels. All references to "IAC," the "Companyy/e;" "our" or "us" in this report are to IAC/IntecfiveCorp.

Prior to the commencement of trading on ési@®, 2005, IAC completed the separation of @sef businesses into an independent public
company. We refer to this transaction as the "&pfifi-and to the new company that holds IAC's forriravel and travel-related businesses as
"Expedia." Immediately prior to the Spin-Off, IAGfected a one-for-two reverse stock split. Sin@d¢bmpletion of the Spin-Off:

. IAC continues to operate and/or manage its remgihirsinesses and investments, primarily consistfrige sectors referred to
above; and
. Expedia consists of the travel and tri-related businesses and investments that IAC opk(ather than Interval and TV Trav

Shop, which were not spun-off by IAC with Expedia).

In June 2005, the Company sold its 48.6%eship in EUVIA. In addition, during the secondagter of 2005, TV Travel Shop ceased
operations.

Accordingly, the results of operationstestaents of position and cash flows of Expedia, EN¥hd TV Travel Shop have been presented
as discontinued operations for all periods preskritarther, all IAC common stock share informatéord related per share prices have been
adjusted to reflect IAC's one-for-two reverse steplit.

On July 19, 2005, IAC completed the acdigisiof Ask Jeeves, Inc. ("Ask"), a leading proviaé world-class information retrieval
technologies, brands and services that are avaitaliionsumers across a range of platforms, inofudéstination websites, downloadable
search-based applications and portals. Under thestef the agreement, IAC issued 1.2668 share8.6&34 of a share, adjusted to reflect
IAC's one-for-two reverse stock split in August 8pof IAC common stock for each share of Ask comratatk in a tax-free transaction
valued as of the date of the agreement at appraelyn®1.7 billion, net of cash acquired. On May805, IAC completed the buy back of
26.4 million shares of IAC common stock throughpiteviously authorized share repurchase programssd shares represent approximately
sixty percent of the number of fully diluted shal&€ issued for the Ask acquisition, thus effeclyveffsetting a substantial portion of the
dilution from the Ask transaction. Ask is reporiacbur Media & Advertising sector and reporting semt. Ask recently changed its corporate
name to IAC Search & Media, Inc. ("IAC Search & N&Y, which change will have no impact on its vasdrand names.
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On June 7, 2005, IAC completed a transactith NBC Universal in which IAC sold its commondapreferred interests in Vivendi
Universal Entertainment, LLLP ("VUE"), a joint vame formed in May 2002 between the Company andndv&niversal, S.A., for
approximately $3.4 billion in aggregate considenati

On April 1, 2005, IAC completed its acqtimn of Cornerstone Brands, Inc. (“Cornerstone Bgd)) a portfolio of leading print catalogs
and online retailing sites that sell home prodacts leisure and casual apparel, for approximatéhb3nillion, principally in cash. Cornersto
Brands is reported in the U.S. segment of our Regesector.

Set forth below are the contributions mbgeur various sectors, our emerging businesseseammbrate expenses to consolidated reve
operating income (loss) and Operating Income Befanertization (as defined in IAC's Principles ohBncial Reporting) for the years ended
December 31, 2005 and 2004 (rounding differencesnaur):

Years Ended December 31

Percentage Percentage
2005 of total 2004 of total

(Dollars in millions)

Revenue:
Retailing $ 3,050.¢ 53% $ 2,247.¢ 54%
Services 1,753.¢ 30% 1,258.¢ 3C%
Media & Advertising 213t 4% 30.5 1%
Membership & Subscriptior 739.¢ 13% 671. 16%
Emerging Businesst¢ 29.¢ 1% 6.6 0%
Intersegment eliminatio (34.2) (1)% (27.0) (1)%
Total $ 5,753." 10C% $ 4,188.: 100%

| | | |
Years Ended December 31

Percentage Percentage
2005 of total 2004 of total

(Dollars in millions)

Operating Income (LosS):

Retailing $ 221.1 64% $ 144 (715%
Services 247 .2 72% (39.6) 19€%
Media & Advertising 7.7 2% (47.7) 23%%
Membership & Subscriptior 140.¢ 41% 97.¢ (484)%
Emerging Businesst (13.9) (4% (5.0 25%
Corporate and othe (259.9) (79)% (171.2) 84t%

Total $ 344.% 10% $ (20.2) 10(%

IEEEEE IS I S
Years Ended December 31

Percentage Percentage
2005 of total 2004 of total

(Dollars in millions)

Operating Income Before Amortization:

Retailing $ 282.: 42% $ 199.( 47%
Services 316.k 47% 203.1 48%
Media & Advertising 30.5 5% (13.9) 3)%
Membership & Subscriptior 176.2 26% 139.¢ 33%
Emerging Businesst¢ (12.79) (2% (1.2 0%
Corporate and othe (124.9 (19)% (105.9 (25)%

Total $ 668.: 10(% $ 421.¢ 10(%
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Sources of Revenu

For the years ended December 31, 2005 @04, 2he Retailing and Services sectors were age financial contributors. In Retailing,
the majority of our revenue, operating income ape@ting Income Before Amortization are derivedrirthe sale of merchandise promoted
through our television programming, in catalogs, telephone or via the internet. We take ownershgnd maintain inventory of most of the
products we sell through the Retailing sector.

Our Ticketing segment was the largest fai@rcontributor to our Services sector for thergeanded December 31, 2005 and 2004. Our
Ticketing business is primarily an agency busirieas sells tickets for events on behalf of ourrdiseand retains a convenience charge and
processing fee for our services. We sell thesetscthrough a combination of websites, telephondcees and ticket outlets.

The results of our Lending, Real Estatde3ervices and Home Services segments are alsatexflin our Services sector. Our Lending
and Real Estate businesses generally are compératefee basis by the lenders, real estate lw@ket agents who participate in our online
exchange services, with direct lending operatioiscjpally deriving revenues from the originatiomdasale of various residential real estate
loans in the secondary markets. Upon sale of the, lthe origination fees and costs are recognigeda@mponent of the gain or loss on sale of
loan. The origination and sale of various resiggmgal estate loans occurs under two brand namesslingTree Loans and Home Loan Center,
which brand names are collectively referred tdhis teport as "LendingTree Loans." Our Home Ses/lugsiness is generally compensated on
a fee basis by home service providers who partieipaour services. Our Teleservices businessnemgdly compensated on a fee basis, by
large multi-national companies in a wide varietyrafustries, based on the level and type of sesvitevided.

Our Media & Advertising businesses offdoimation and services via the internet and arepmmeated directly and indirectly by
advertisers generally based on performance andnehelated measures.

The results of our Vacations, Personalsisdounts segments are reflected in our Membe&lsubscriptions sector. The revenue of
our Vacations business is generated primarily ffees paid by members in connection with exchangerantal transactions and membership
fees. Our Personals business offers its own seradnea membership/subscription basis. The revehaerdiscounts business is generated
from the sale of coupon books, discount offers medchant promotions, as well as discount membessdrip packages in published and online
formats.

Channels of Distribution; Marketing Costs

We market and offer our products and sesvidirectly to customers through branded webdiésyision programming, catalogs, teleph
sales and membership programs, allowing our custtodransact directly with us in a convenient memWe have made, and expect to
continue to make, substantial investments in ordiné offline advertising to build and drive traffc our brands and businesses.

We also pay to market and distribute ouvises on third party distribution channels, sushrdernet portals and search engines. In
addition, some of our businesses manage affilidgrams, pursuant to which we pay commissions aesd fo third parties based on revenue
earned. These distribution channels also offer theh products and services, as well as thosehafrdhird parties, that compete with those
made available and offered by our businesses.

The cost of acquiring new customers throogline and offline third party distribution chatséas increased, particularly in the case of
online channels as internet commerce continuesow gnd
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competition in the segments in which IAC's busiesssperate increases. Also, we continue to increagdasis on retaining current custom
As a result, we expect sales and marketing expgensepercentage of revenue to continue to incr¥éste sales and marketing expense as a
percentage of revenue increased to approximatély ih62005 from approximately 14% in 2004, Operafimgpme Before Amortization
margin increased to 12% in 2005 from 10% in 2004.

Access to Supply

Our various businesses provide supplietngas with important customer acquisition chaniagld we believe that the ability of our
supplier partners to reach a large qualified audighrough our services is a significant benefianyl of our businesses, including our
Retailing, Lending and Real Estate businesses, offecustomers the choice of multiple suppliersrie setting. While we aim to build and
maintain strong relationships with our suppliertpars, we may not succeed in these efforts ane isealways the risk that certain supplier
partners may not make their products and servicaisable to us in the future, including suppliefsyerchandise sold through our Retailing
business, parties for whom we sell tickets throoghTicketing business, providers that participatearious services offered through our
Lending and Real Estate businesses, and advenise¢he businesses within our Media & Advertisiegtsr.

International Operations

We continue to seek to expand the presehcertain of our brands and businesses abroaticglarly in Europe, and to a lesser extent in
Asia, given the large consumer marketplace foigtheds and services that our brands and businesesAithough newer foreign markets
generally lag the U.S. in online adoption, we badi¢hey generally exhibit similar characteristi€she U.S. in regards to customer acceptance
of an online marketplace. As a percentage of tét@lrevenue (which excludes revenue related toatisnued operations), international
operations represented approximately 14%, 16% &f@ih 2005, 2004 and 2003, respectively. Intermaioevenue grew approximately 24%
in 2005 from 2004, and the decrease in internatieneenue as a percentage of total IAC revenuaéstd domestic revenue growing at an €
faster rate during this time period.

Economic and Other Trends and Events; Industry Spefic Factors

Most of IAC's businesses are sensitivdnéoraite at which the purchase of products andcsvnigrate online, as online transactions are
generally processed with little or no incrementatas compared to offline sales, thereby favorabpacting results. Historically, revenues
have generally been more meaningfully impactecdhkyrate of online migration than by the rate atohtthe related industry grew. However
our businesses have become larger, we are incghasixposed to industry trends. See "ltem 1Risk Factors" for further discussion on tre
in the various industries in which our businesgesrate.

Results of Operations for the Year Ended Decembgr 3005 compared to the Year Ended December 314.
IAC Consolidated Results

Revenue increased $1.6 billion, or 37%a assult of revenue increases of $803.0 millior3&¥o, from the Retailing sector,
$495.2 million, or 39%, from the Services sectdi8% 0 million, or 601%, from the Media & Advertigisector and $68.3 million, or 10%,
from the Membership & Subscriptions sector. Theeraie growth from the Retailing and Media & Adventissectors were driven primarily |
the acquisition of Cornerstone Brands on April @02 and the acquisition of IAC Search & Media oty 119, 2005, respectively. The increase
in the Services sector was driven by significamigh at the Lending segment, particularly from gigdoans in its own name, along with
growth in the Lending
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exchange, as well as strong domestic concert aortirsp event ticket sales and further internatiamgdansion at our Ticketing segment. The
growth in Membership & Subscriptions was led bydBeals, which increased worldwide subscribers [8p.21

Gross profit increased $833.5 million, @#4 reflecting improved results at the Retailingtee which were primarily driven by the
acquisition of Cornerstone Brands and the Sensgeetor, which were primarily driven by the Lendamd Ticketing results. The increase in
gross profit also reflects the acquisition of IA€afch & Media and improved results in the Media &vArtising sector and to a lesser extent,
improved results in the Membership & Subscriptieastor driven by the growth in Personals.

Selling and marketing expense increase®@$3million, or 65%. As a percentage of revenubingeand marketing expense increased to
16% for 2005 from 14% in 2004. The increase insgland marketing expense primarily reflects thpaot of the Cornerstone Brands
acquisition in the Retailing sector, increasesatding and the impact of the IAC Search & Mediaugsition in the Media & Advertising
sector. The Lending segment experienced increadkagsand marketing expense in order to builditands through on-line and direct
consumer advertising mediums. In addition, Persoagperienced higher selling and marketing experedasng primarily to the company's
offline marketing campaigns in 2005.

General and administrative expense incte&$&2.4 million, or 35%, due primarily to the insion of the results of Lending's loan
origination operations, Cornerstone Brands and 8&@rch & Media in the 2005 results, as well asattiisition of ServiceMagic in
September 2004. General and administrative exp@eeeeflects increased employee costs at sevpeahting segments due in part to
increased head count in 2005. In addition, IAC ined approximately $15.2 million of transaction erpes in connection with the Spin-Off in
2005.

Depreciation expense increased $4.6 millwr8%, due primarily to capital expenditures 28$.5 million during 2005 and various
acquisitions, partially offset by certain fixed aessbecoming fully depreciated during the year.

Operating Income Before Amortization ingea $246.7 million, or 59%, due primarily to thepimaved operating results at each of IAC's
principal sectors and the acquisitions of Cornerst®rands and IAC Search & Media in 2005.

Operating income increased $364.5 milli@fiecting the increase in Operating Income Befamgortization noted above. In addition, the
comparison of operating income with the prior periimpacted by a 2004 impairment charge of $1&4lBon related to Teleservices
goodwill, a decrease in 2005 non-cash distribugind marketing expense of $1.3 million, an incréas2005 non-cash compensation expense
of $67.2 million, or 96%, and an increase in 206®#ization of intangibles of $1.1 million, or 1%he increase in non-cash compensation is
due primarily to a $67.0 million charge relatedtte modification of vested stock options in coni@ttvith the Spin-Off and, to a lesser
degree, non-cash compensation expense related/ésted stock options and restricted stock assum#wilAC Search & Media and
Cornerstone Brands acquisitions. These increasespegtially offset by a reduction in non-cash cemgation expense of $5.5 million due to
the cumulative effect of a change in the Compagsgtsnate related to the number of stock-based anhed are expected to vest.

Interest income decreased $29.1 millioA0A5 compared with 2004 as a result of a decresisgarest income earned on the VUE
preferred securities, as these interests weressoliline 7, 2005, partially offset by higher interages earned during 2005. Interest expense
increased $9.3 million in 2005 compared to 200prily as a result of the impact of higher inter@sées on interest rate swap arrangements,
interest expense on the warehouse lines of cretl#radingTree Loans and interest
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expense on the Ask Zero Coupon Convertible SubatdihNotes due June 1, 2008 (the "Convertible Nptes

The Company realized a pre-tax gain in 2006523.5 million from the sale of its common gdferred interests in VUE to NBC
Universal on June 7, 2005. In addition, the Compaaized equity income from its investment in VWE2005 of $22.0 million compared w
$16.2 million in 2004. Equity income in 2005 inckgllAC's share in VUE's results for the fourth ¢eraof 2004, which IAC had previously
consistently recorded on a one-quarter lag, anddA@are in VUE's results from January 1, 2005utiinche date of sale.

Equity in income of unconsolidated affigatand other increased by $4.0 million due pripaala $16.7 million gain on the sale of our
minority interest share in the Italian home shoppiperations, and a $4.6 million increase relabetthié change in fair value of the derivatives
that were created in the Spin-Off due to IAC's gdion to deliver shares of both IAC and Expedimemn stock upon the conversion of the
Convertible Notes and the exercise of certain |A&Zrants. These derivatives are marked to markét g@aarter with the change in fair value
recorded as other income (loss). Additionally, ¢heas a $9.2 million increase in the equity incahenconsolidated affiliates of HSN
International primarily due to the earnings fronpifer Shop Channel, a shopping channel in Japatia®aoffsetting these increases were
increased realized losses related to marketabigises of $19.5 million ($15.0 million of theseslges were deemed to be other-than-temporary
as of the end of the first quarter 2005) and a $4lBon decrease in foreign currency exchange gjdimsses deemed to be other-than-
temporary related to marketable securities thatvegpected to be sold by the Company to fund &b c&eds related to: the repurchase of
26.4 million shares of IAC common stock associatétl the acquisition of IAC Search & Media; the agition of Cornerstone Brands; and
the redemption of substantially all of IAC's preést stock in connection with the Spin-Off.

In 2005, the Company recorded a tax prowigin continuing operations of $391.1 million whigipresents an effective tax rate of 39%.
The 2005 tax rate is higher than the federal siggutate of 35% due principally to state taxes edamortization of non-deductible non-cash
compensation. In 2004, the Company recorded artaxgion on continuing operations of $74.3 milliwhich represents an effective tax rat
56%. The 2004 rate is higher than the federal tgtwate of 35% due principally to the impairmehgoodwill that is not deductible for tax
purposes, state and local taxes, earnings in fojaigsdictions taxed at rates higher than 35%thecamortization of non-deductible intangible
assets, partially offset by the benefit of utilinatof foreign tax credits.

In 2005, the Joint Committee of Taxatiomgpdeted its review and approved the audit settlémpesviously agreed to with the Internal
Revenue Service ("IRS") for the years ended Dece®@bgel997 through 2000. The resolution of this B¥&mination did not have a material
effect on the Company's consolidated results ofaifmns or its consolidated financial position. TR& is currently examining the Company's
tax returns for the years ended December 31, 200Lgh 2003. The examination is expected to be éeteghin 2007. The Company is
routinely under audit by federal, state, local &orgign authorities in the area of income tax. Ehasdits include questioning the timing and
amount of deductions and the allocation of incomerg various tax jurisdictions. Annual tax provisanclude amounts considered sufficient
to pay assessments that may result from examinafiprior year returns; however, the amount paidrugesolution of issues raised may differ
from the amount provided. Differences between #serves for tax contingencies and the amounts wélde Company are recorded in the
period they become known. The ultimate outcomées$é¢ tax contingencies could have a material efiethe Company's consolidated
financial statements.

Minority interest in the income of consalidd subsidiaries principally represents minorigghership of certain of Ticketmaster's
international operations.
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In June 2005, the Company sold its 48.6%eship interest in EUVIA. During the second quaa&2005, TV Travel Shop ceased the
sale of third-party travel products through itsdmfoast programming. On August 9, 2005, IAC comgi¢te Spin-Off of Expedia to its
shareholders. In addition, during the second quaft2003, USA Electronic Commerce Solutions ("EELStyleclick, Inc. and Avaltus, Inc., a
subsidiary of PRC, ceased operations. Accordirtgly results of operations and statements of positidhese businesses are presented as
discontinued operations for all periods presentabme from discontinued operations in 2005 was/$@nillion, principally due to the
income of Expedia through August 8, 2005 and tisalts of EUVIA through June 2, 2005, as well asalienefit of $62.8 million related to
the write-off of the investment in TV Travel Shdydditionally, the Company recognized a gain onghake of EUVIA of $70.2 million, net of
tax. Income from discontinued operations in 2004 $&10.0 million, principally due to the incomeEpedia and EUVIA, partially offset by
losses at TVTS, including a $32.7 million impairrheharge, as well as an adjustment in the secoadeuwf 2004 to the deferred tax liability
of our investment in Styleclick, Inc. to reflectmority interest, which resulted in a reduction daéa benefit recorded in 2002 when the defe
tax liabilities of our investment in Styleclick,dnwere originally reversed.

In addition to the discussion of consoléahtesults, the following is a discussion of theutes of each sector.

Revenue:
Retailing:
u.s.
International

Total Retailing
Services
Ticketing
Lending
Real Estatt
Teleservice:
Home Service

Total Service:
Media & Advertising
Membership & Subscription:
Vacations
Personal:
Discounts
Intra-sector eliminatior

Total Membership & Subscriptior
Emerging Businesst
Intersegment eliminatio

Total

Years Ended December 31,

2005 2004 Growth

(Dollars in millions, rounding differences may occu)

$ 2,671.0 $ 1,905.¢ 40%
379.¢ 342.( 11%

3,050.¢ 2,247.¢ 36%

950. 768.: 24%

367.¢ 159. 131%

57.€ 30.2 89%

337.¢ 293.¢ 15%

41.C 6. 494%

1,753.¢ 1,258.¢ 39%

213.¢ 30. 601%

272.¢ 256.¢ 6%

249. 198.( 26%

219.( 217.¢ 0%

(1.5) 1.3 (11)%

739.¢ 671.F 10%

29.¢ 6.6 352%

(34.2) 7.0 27)%

$ 5753 $ 4,188 37%
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Operating Income (Loss):
Retailing:

u.s.

Internationa

Total Retailing
Services
Ticketing

Years Ended December 31,

2005 2004 Growth

(Dollars in millions, rounding differences may occu)

$ 216.1 % 141.7 53%
4.t 3.0 49%

221.1 144 53%

189.¢ 137.¢ 38%



Lending

Real Estatt
Teleservice:
Home Service

Total Service:
Media & Advertising
Membership & Subscription:
Vacations
Personal:
Discounts

Total Membership & Subscriptior
Emerging Businesst¢
Corporate and othe

Total

Operating Income Before Amortization:
Retailing:

U.S.

Internationa

Total Retailing
Services
Ticketing
Lending
Real Estatt
Teleservice:
Home Service

Total Service:
Media & Advertising
Membership & Subscription:
Vacations
Personal:
Discounts

Total Membership & Subscriptiot
Emerging Businesst
Corporate and othe

Total

Operating Income Before Amortization as a percemtafgevenus
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55.2 4.4 1,161%
(29.5) (12.0) (147)%
22.€ (167.7) NM
8.¢ (2.2) NM
2472 (39.6) NM
7.7 (47.3) NM
85.t 65.C 32%
441 18.¢ 134%
11.2 14.C (21)%
140.¢ 97.¢ 44%
(13.9) (5.0 (167)%
(259.9) (171.9) (51)%
$ 344: $ (20.2) NM
IS N S
Years Ended December 31
2005 2004 Growth

(Dollars in millions, rounding differences may occu)

$ 276.6 $ 194.7 42%
5.8 4.3 34%
282.: 199.( 42%
218.7 164. 33%
80.€ 26.1 20%%
(16.7) (4.6) (260%
22.€ 17.1 33%
11.2 0.3 3,79%
316.F 203.1 56%
30.F (13.9 NM
110.7 90.2 23%
47. 27.¢€ 74%
17. 22.( (20)%
176.2 139.¢ 26%
(12.7) 1.1 (1,109%
(124.) (105.9) 17)%
$ 668.2 $ 421.¢ 59%

12%

10%




Retailing

Revenue, Operating Income Before Amortiatind operating income for the Retailing sectorédased year-over-year primarily due to
the inclusion of Cornerstone Brands, which was &edwn April 1, 2005. Retailing U.S. also includéSN, which had modest year-over-year
revenue growth.

u.S.

Revenue grew 40% to $2.7 billion, principaéflecting Cornerstone Brands as well as stromigne sales growth at HSN.com. Revenue
benefited from a 12% increase in average pricet@oid a 25% increase in units shipped, partialtyetfoy a 30 basis point increase in return
rates. Excluding the results of Cornerstone BraH&\'s revenue growth was 6% in 2005 compared 20t as a result of a 3% increase in
units shipped and a 4% increase in average price, partially offset by a 20 basis point incre@seeturn rates. Overall, HSN's product mix
shifted in 2005 with decreased sales of JewelryHewlth and Beauty and increased sales of Readfettr, Home-Hard Goods and Home
Fashions.

Operating Income Before Amortization gre2#éto $276.6 million, due primarily to the highervenues noted above and an increase in
gross profit margins of 110 basis points, partiaffiget by an increase in return rates. Althoughaiieg U.S. benefited from higher gross
margins at Cornerstone Brands, gross margins at ¢t8hNned 60 basis points principally due to insexhshipping and handling promotions.
Other operating efficiencies were partially offbgtthe inclusion of Cornerstone Brands, as catatggjsally have relatively higher operating
expenses. Higher return rates impact both revendgyeoss margins, as higher returns result in ligl@ehouse processing costs and higher
inventory mark-downs for goods that are not redalabfull retail price. The impact of the increaseverall return rates on gross profit was
$3.8 million. The 2005 results were also favorabipacted by a $5.8 million adjustment to certaioraed liabilities in 2005. The 2004 results
were unfavorably impacted by a $3.5 million impa#mhcharge related to the closure of a warehousiétyfan Salem, VA and favorably
impacted by the reversal of a reserve of $2.5 omilis a result of the final resolution of a legapdte.

Operating income grew 53% to $216.7 millthre to the increase in Operating Income Before smation described above, partially
offset by a $6.5 million increase in amortizatidrirdangibles primarily resulting from the acquiagit of Cornerstone Brands and a $0.4 million
increase in amortization of non-cash compensatiperse.

Year-over-year sales growth declined in®2pfimarily due to execution, certain key persorgags and distractions related to the
Cornerstone Brands acquisition. We are taking dtegtswe believe will address these issues in 20@@ve do not expect those efforts to bear
fruit in the beginning part of the year.

International

Revenue grew 11% to $379.9 million due jariihy to revenue growth across nearly all produetsd at HSBSermany and increased onli
sales. Foreign exchange had little impact on theltgfor the full year. Weakness in the Wellnesxlpct line negatively impacted the 2004
results.

Operating Income Before Amortization anei@ing income increased 34% and 49% to $5.8 mikind $4.5 million, respectively,
reflecting the revenue growth in HSE-Germany natiedve as well as lower depreciation expense aaicdited assets became fully
depreciated during the year. Offsetting the inaeasevenue noted above is a decrease in gro§smpargins by 70 basis points and an
unfavorable arbitration settlement in the seconartgu 2005 related to a former Spanish languagécsgefThe decrease in gross profit margins
is primarily due to margin declines in certain
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categories as well as a shift in product mix asgamad to the prior year, partially offset by a @ase in customer fulfillment costs. Favorably
impacting the 2004 results was a settlement rededvean uncollectible receivable that previouslg baen written off.

In June 2005, the Company sold its 48.6%evship interest in EUVIA. Accordingly, the resuttsoperations, statements of position and
cash flows of EUVIA are presented as discontinuyserations for all periods presented.

Services

Revenue, Operating Income Before Amortaraind operating income for the Services sectoeased in 2005, driven primarily by
significant growth at LendingTree, particularly finaclosing loans in its own name along with growtini the Lending exchange, as well as
strong domestic growth in concert and sporting etieket sales and further international expansioour Ticketing segment. The segment
formerly known as Financial Services and Real Edtas been reported as separate segments, LemdifReal Estate, with effect from the
third quarter of 2005. Financial information foigrperiods has been reclassified to conform te tigw segment presentation.

In addition to the operating segment rasdiscussed below, the Services sector includesetudts of the Home Services operating
segment as noted on pages 42 through 43. Homec8siivicludes ServiceMagic which was acquired in&aper 2004. ServiceMagic
acquired ImproveNet in August 2005 and these twsirtasses have integrated their operations.

Ticketing

Revenue grew 24% to $950.2 million drivgniricreases in both domestic and internationalmaeeas total worldwide tickets sold
increased by 21% over the prior year. Domesticmagancreased by 21% due primarily to the strengthe U.S. concert season and solid
sporting event ticket sales in 2005, along witl&aidcrease in average domestic revenue per titketincrease in average domestic revenue
per ticket resulted from higher convenience anad@ssing fees due in part to the higher mix of iugsic and sporting events. International
revenue increased by 33%, or 31% excluding the éinplforeign exchange, due primarily to Ticketnea'st purchase of the remaining interest
in its Australian joint venture in April 2005, sirg ticket sales in Canada, as well as increasezhtms from acquisitions in Sweden and Fin
completed in the second half of 2004. These effactnternational revenue were partially offsetthy absence of nomecurring license incon
related to the Athens 2004 Summer Olympics.

Operating Income Before Amortization ane@i@ing income increased 33% and 38% to $218.7omifind $189.9 million, respectively,
growing at a faster rate than revenue due primswilyperational efficiencies resulting from incredsicket volume, increased average revenue
per ticket and sales distribution efficienciesatidition, increased cross-selling on behalf of IBGinesses favorably impacted profits in 2005.
These increases were partially offset by higherekiiu ticket royalties as a percentage of revenmddrecreased costs associated with the
development and support of ticketing technology. &ject to continue to experience higher operatogis in certain areas, including the
development and support of ticketing technologym@stic ticketing royalties are also expected tdtiooe to increase as a percentage of
revenue. Operating Income Before Amortization if0enefited from the favorable resolution of nnoeime tax contingencies of
$5.0 million. Further, operating income in 2005 wagatively impacted by a $2.6 million increasarnortization of intangibles related to
recent acquisitions.
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Lending

Revenue grew 131% to $367.8 million driyeimarily by revenue from the sale of loans andnanease in revenue from loans closed.
LendingTree's strategy to close in its own nameréign of the loans sourced through the LendingExzhange began in December 2004 with
the acquisition of LendingTree Loans. The additidthis business resulted in a substantial incr@asevenue per closing. Volumes and
revenues from refinance mortgages were strongefithnce increased as a percentage of revenuetifi@prior year period. Revenue from
home equity loans grew strongly over the prior y@ziiod, while revenue from home purchase loansved@a more modest increase. Revenue
growth was also favorably impacted by price incesasn the LendingTree exchange during 2005. THardalue of closed loans in 2005
increased 22% to $34.7 billion. This includes rafice mortgages of $19.8 billion, purchase mortga§&8.0 billion and home equity loans of
$5.8 billion. The dollar value of closed loans B02 was $28.5 billion, including refinance mortgagé $14.8 billion, purchase mortgages of
$6.4 billion and home equity loans of $6.1 billion.

Operating Income Before Amortization in@ea 209% to $80.6 million in 2005, growing at adasate than revenue due primarily to a
decrease in marketing costs as a percentage afuevéhis increase was offset in part by higherloead costs incurred as a result of
infrastructure changes resulting from direct legdaperations, higher costs of originating, fundamgl closing loans and an accrual related 1
adverse legal judgment of $5.8 million.

Operating income increased to $55.3 millim2005 primarily due to the increase in Operatmgpme Before Amortization described
above and a $0.8 million decrease in amortizatfamoo-cash compensation expense, partially offget $4.5 million increase in amortization
of intangibles.

There are well-known indications that tivemll mortgage market is currently facing a coctican. Such market conditions typically
pressure margins, marketing costs and certain eleerents of the lending business. While we exfzefdel some near-term impact from these
conditions, we believe these conditions also creppmrtunities for us to gain market share, as axeeldone previously in a contracting mar|

Real Estate

Revenue grew 89% to $57.6 million primadlye to a 38% increase in closings (in dollars)adriby the acquisition of iNest in
October 2004 and growth in the Company's otheresi@te businesses.

Operating Income Before Amortization lossreased 260% to $16.7 million reflecting increaswaketing costs relating to
RealEstate.com, higher customer rebates for réatieeslosings and increases in overhead costsrettas a result of the growth of the overall
Real Estate business. Results reflect, in partedily stage development of products and serviitgber marketing spending and startup costs
in connection with the company's anticipated lauoich brokerage business.

Operating loss increased 147% to $29.5aniin 2005 primarily due to the increase in Opagtncome Before Amortization loss
described above, a $5.4 million increase in amatitn of intangibles and a $0.1 million increasaimnortization of non-cash compensation
expense.

Teleservices

Revenue grew 15% to $337.4 million in 2@@&en primarily by growth in new business, as veallexisting client programs, both
domestically and internationally.

Operating Income Before Amortization inea by 33% to $22.6 million, growing at a fastee than revenue due primarily to certain
favorable adjustments to benefit accruals in 20@blawer depreciation expense. Gross margins isecean the second half of the year as the
company realized the benefits of volume and maegpansion in new business. In addition, duringyther the company
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incurred new global contact center start-up cdbtsfull benefit of which is expected to be realize future periods.

Operating income increased to $22.6 millim2005 from an operating loss of $167.7 milliar2i004 primarily due to a goodwill
impairment charge of $184.8 million recognized @2. In addition, operating income reflects theéase in Operating Income Before
Amortization described above.

Revenue for the year ended December 35 266 2004 includes $29.2 million and $23.3 millimrspectively, for services provided to
other IAC businesses, including certain businesaently presented in discontinued operations.

Media & Advertising
Media & Advertising consists of the reswf<Citysearch, Evite and IAC Search & Media (siitseacquisition on July 19, 2005).

Revenue grew 601% to $213.5 million, priityadtue to increased revenue from the acquisitibtA€ Search & Media as well as
increased traffic at Citysearch which favorably aofed its pay-for-performance revenue.

Operating Income Before Amortization impedwto $30.5 million in 2005 from a loss of $13.3limn in 2004 primarily driven by the 1A
Search & Media acquisition. Additionally, Cityselarontinues to benefit from increased revenue aluitiy cost cutting initiatives which have
led to reduced operating costs and positive Opggadticome Before Amortization for the year.

Operating income improved to $7.7 million2005 from a loss of $47.1 million in 2004 prindue to the increase in Operating Income
Before Amortization described above. In additioenéfiting operating income in 2005 is a $33.2 milldecrease in amortization of intangibles
primarily resulting from certain Citysearch intablgis becoming fully amortized in 2004, partiallysaft by the increase of $22.6 million in
amortization of intangibles resulting from the I/82arch & Media acquisition, as well as a $0.4 milldecrease in non-cash distribution and
marketing expense. This was Citysearch's first pugfitable year.

Comparing IAC Search & Media's results astamdalone, full year-ovefear basis, IAC Search & Media revenue increaséd d@mpare
to the prior year period. Revenue growth was prilpariven by acquisitions made by IAC Search & Neeth the second half of 2004 and
increased volume through syndication partnerskipsyell as an increase in search queries in Namikrica, partially offset by declines in non-
search advertising revenue. Initiatives such asatiaced number of sponsored links on Ask.com laeddn August 2005 had an adverse
impact on revenue growth and operating incomeénstttond half of 2005, as anticipated, and arectegeo continue to adversely impact
revenues and margins in the near-term. IAC Searbhedlia profit margins were also adversely impadtgdcreased marketing expense and
higher revenue share payments to third party traffurces.

The Company expects to make significanegtments in IAC Search & Media in order to enhdteeompetitive position. Such
investments include, but are not limited to, adgery and marketing expense, product developmeperese, and technology and infrastructure
to support Ask.com and its other web propertiesyalsas the development of an expanded advertisétes infrastructure. IAC Search &
Media does not expect to grow profits in 2006 as making these investments.

Membership & Subscriptions

Membership & Subscriptions sector resuksened by record revenue and profits at the Pats@egment and improved performance in
Vacations. Discounts had disappointing resultésafindraising business struggled during its seafosatrongest fourth quarter.
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Vacations

Vacations grew revenue by 6% to $272.8iomlldriven by increased membership revenue, higlierage fees and increased confirmed
vacations as compared to the prior year. TotaVactiembers increased 5% to 1.8 million.

Operating Income Before Amortization anei@ing income grew by 23% and 32% to $110.7 nmiland $85.5 million, respectively, due
primarily to the higher revenue noted above, higitess margins which were impacted by decreasédeater costs as more vacations were
confirmed online and lower depreciation expensea#ians confirmed online were 21% during 2005 comgavith 18% in 2004.

Personals

Revenue grew 26% to $249.5 million, reflegta 21% increase in worldwide paid subscribers.2omillion and an increase in the average
revenue per paid subscriber due to higher packagespmplemented in early 2005. International subgrs grew 14% over the prior year
driven by expansion in several markets, most ngtabScandinavia, Latin America and France.

Operating Income Before Amortization ingead 74% to $47.9 million in 2005, growing at a éasate than revenue due primarily to
operating efficiencies as well as a decrease inedégtion expense. This increase is partially affsehigher customer acquisition costs relating
primarily to the company's off-line marketing cangwawhich began in the first quarter 2005, increbseline marketing expense as well as
start-up costs in connection with Chemistry.comremium relationship service launched in the tiqudrter of 2005. Negatively impacting the
2004 results were charges related to managemesitican and the elimination of certain non-coreibass lines.

The increase in operating income of 134%44.1 million reflects an increase in Operatingome Before Amortization described above
and a $4.3 million decrease in amortization ofrigiales which resulted from certain intangiblesdraing fully amortized in 2004 and early
2005 and a $0.7 million decrease in non-cash Higidn and marketing expense.

Discounts

Revenue remained essentially flat in 2008 primarily to disappointing local coupon bookesathrough schools and community groups.
This impact was slightly more than offset by onlarel direct sales.

Operating Income Before Amortization deetir20% to $17.5 million, primarily due to higheoguct and other operating costs, including
advertising and promotional efforts and depreciagapense.

Operating income decreased 21% to $11.Bomin 2005, primarily due to the decrease in @gpieg Income Before Amortization noted
above, partially offset by a $1.6 million decreasamortization of intangibles.

Corporate and Other

Corporate operating expenses in 2005 w259.8 million compared with $171.2 million in 20G@f,which $134.8 million and
$65.2 million relate to amortization of non-casimgaensation in 2005 and 2004, respectively. Theeame in amortization of non-cash
compensation was principally due to a $67.0 milibarge related to the modification of vested siogfions in connection with the Spin-Off.
To a lesser degree, amortization of non-cash cosgtiem expense increased due to expense relatewésted stock options and restricted
stock assumed in the IAC Search & Media and CotoresBrands acquisitions. These increases werlbadffset by a reduction in
amortization of noreash compensation expense of $5.5 million duedatimulative effect of a change in the Companyimese related to th
number of stock-based awards that are expecteelsto Amortization of non-cash compensation rel&beshjuity awards assumed in
acquisitions is recorded over the remaining vegtieigod of the equity awards and therefore willlshecover time as the awards vest. In
addition, Corporate operating expenses include2pttilion related to transaction expenses incuine2005 associated with the Spin-Off.
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Results of Operations for the Year Ended Decembgr 3004 compared to the Year Ended December 313:

Years Ended December 31

Percentage Percentage
2004 of total 2003 of total

(Dollars in millions)

Revenue:
Retailing $ 2,247 .¢ 54% $ 2,112.: 55%
Services 1,258.¢ 3C% 1,093.: 29%
Media & Advertising 30.5 1% 28.71 1%
Membership & Subscriptior 671. 16% 608.2 16%
Emerging Businesst¢ 6.€ 0% — 0%
Intersegment eliminatio (27.0) (1)% (18.¢) 0%
Total $ 4,188.! 10(% $ 3,823.! 10(%

Years Ended December 31

Percentage Percentage
2004 of total 2003 of total

(Dollars in millions)

Operating (Loss) Income:

Retailing $ 144.7 (715)%% 120.¢ 87%
Services (39.¢) 19€% 112.¢ 81%
Media & Advertising (47.7) 23%% (69.9) (51)%
Membership & Subscriptior 97.¢ (484)% 95.k 69%
Emerging Businesst (5.0 25% (5.9 (4)%
Corporate and othe (A71.2) 845% (114.9) (83)%

Total $ (20.2) 10(% $ 138.c 10(%

]
Years Ended December 31

Percentage Percentage
2004 of total 2003 of total

(Dollars in millions)

Operating Income Before Amortization:

Retailing $ 199.( 4% $ 173 47%
Services 203.1 48% 158.2 43%
Media & Advertising (13.9) 3)% (19.9 (5)%
Membership & Subscriptior 139.¢ 33% 143.3 3%
Emerging Businesst¢ (1.2 0% (3.9 (L)%
Corporate and othg (105.9 (25)% (83.9 (23)%

Total $  421¢ 10(% $ 366.¢ 10(%

IAC Consolidated Results

Revenue increased $364.8 million, or 10¥aveh was primarily driven by revenue increase$185.5 million from the Services sector,
which includes the full year results of LendingTredrich was acquired in August 2003, and $135.8onilfrom the Retailing sector.

Gross profit increased $216.9 million, a4, primarily reflecting improved operating resufshe Retailing sector, which was driven
primarily by higher margins at HSN U.S.
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Selling and marketing expense increased3b@llion, or 17%. As a percentage of revenudjrggbnd marketing expense increased to
14% in 2004 from 13% in 2003 reflecting, in pale impact of acquisitions, as LendingTree genertaly higher selling and marketing
expenses as a percentage of revenue than IAC bveral

General and administrative expense inccte856.7 million, or 11%, due primarily to the inslan of the full year of LendingTree and
Entertainment Publications in the 2004 results.

The 2004 restructuring charge, includedeneral and administrative expense, was princigaliyprised of asset impairments and
severance costs related to the shut down of HSNENS VA facility as HSN migrated certain operatido its new fulfillment center in
Tennessee and severance and other costs assadidtd¢ioe elimination of certain non-core busingsss at the Personals segment. These
charges were partially offset by the reversal eérees related primarily to the favorable resolutidd a contractual arrangement with a supp
as well as the settlement of an uncollectible retde that had been written off in 2003 relateth®restructuring of HSN's U.K. offices. The
2003 restructuring charge, included in generaladministrative expense, principally consisted afrie-off of a receivable from the 2002
restructuring of HSN's U.K. offices, facility clogucosts at uDate's Derby, U.K. facility as thelbaffice operations of uDate were combined
with Match International, and costs related to esypé terminations due principally to the declin¢hia teleservicing market that resulted in
excess capacity. Such 2003 restructuring charges eftset by the reversals of contingent costddaminated employees, which were no
longer probable of occurrence.

Depreciation expense increased $4.0 milliiwr8%, due primarily to capital expenditures #6%$.8 million during the year offset by
certain fixed assets becoming fully depreciatedughout 2004.

Operating Income Before Amortization ingea $54.7 million, or 15%, due primarily to the moped operating results of the Retailing
sector and the Ticketing segment as well as tHasion of LendingTree in the 2004 results withie Bervices sector.

In the fourth quarter of 2004, the Compeegorded an impairment charge related to the vaddten to the goodwill of the Teleservices
segment of $184.8 million which was recorded asraponent of operating income in the accompanyingclidated statement of operations.
The write-down was determined by comparing thevalue of the business and the implied value ofgibedwill with the carrying amounts on
the balance sheet. The write-down primarily reslftem competition and macroeconomic factors whiebatively impacted industry
valuations. The goodwill impairment charge recorited004 resulted from the Company's annual impaitmeview for goodwill and
intangible assets, which took place in the foutiaréer in connection with the preparation of itatyend financial statements.

Operating income decreased $158.5 milloorl,15%, reflecting the goodwill impairment chafe$184.8 million noted above, as well as
increased non-cash compensation of $37.9 millioi13%, partially offset by a decrease in amoriizaof intangibles of $1.3 million, or 1%,
and a decrease in non-cash distribution and macketipense of $8.2 million, or 86%. This net inseem expenses offset the increase in
Operating Income Before Amortization discussed abdwe increase in non-cash compensation pringipadiulted from expense recognized
on modifications made to certain equity awards el & expense related to restricted stock unédatgd by IAC. In addition, non-cash
compensation expense includes a full year of expeglated to unvested stock options and restristieck assumed in various acquisitions.
non-cash compensation relating to equity awardsnasd in acquisitions is recorded over the remainiggging period of the equity awards and
therefore will decline over time as the awards vEBe decrease in the amortization of non-cashiloigion and marketing expense related
primarily to amounts recognized by Ticketmastetys§siarch and Match.com related to barter arrangemehich expired in March 2004, for
distribution secured from third parties.
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Interest income increased $22.7 millio2@®4 compared with 2003 as a result of higher ésterates and increased interest income from
the VUE preferred securities. Interest expenseedsed $11.7 million in 2004 compared to 2003 dureaily to the repurchase in 2003 of
$92.2 million of the Company's% 4% Senior Notes issued in 1998, as well as the itnpfainterest rate swap arrangements entered iniatd
2003 and 2004 which effectively changed the interage on a portion of the Company's debt.

The Company realized equity income fromritestment in VUE in 2004 of $16.2 million companeith a loss in 2003 of $224.5 million.
During the first quarter of 2003, IAC received tnglited financial statements of VUE for the yeatexhDecember 31, 2002, which disclosed
that VUE had recorded an impairment charge for galbdnd intangible assets and other long-livedeéssf $4.5 billion in the period May 7,
2002 to December 31, 2002 based upon VUE manag&amewiew of the estimated fair value of VUE aPefcember 31, 2002. Because of
delays in VUE's financial reporting, IAC recordesl 5.44% proportionate share of the results of \AdEa one-quarter lag. The charge taken by
IAC in the first quarter of 2003 was approximat8B45 million, before a tax benefit of $96 million.

Equity in the income of unconsolidatedl&ffes and other income (expense) increased by$alion due primarily to a $10.9 million
increase in the equity income of unconsolidatedsligries of HSN International, including TVSN abubiter Shop Channel, an increase in
foreign currency exchange gains and losses orefirehase of bonds of $8.6 million recorded in26@3 period.

In 2004, the Company recorded a tax prowisin continuing operations of $74.3 million whigpresented an effective tax rate of 56%.
The 2004 rate was higher than the federal statutdeyof 35% due principally to the impairment obgwill that was not deductible for tax
purposes, state and local taxes, earnings in fojaigsdictions taxed at rates higher than 35%thecamortization of non-deductible intangible
assets, partially offset by the benefit of utilinatof foreign tax credits. In 2003, the Compangoreled a tax benefit on continuing operatior
$24.2 million which represented an effective tete raf 320%. The 2003 rate was higher than the &deatutory rate of 35% due principally to
the reversal of valuation allowances, tax-exempobine, utilization of foreign tax credits and a dese in deferred tax liabilities due to a
change in the effective state tax rate. The reVefsaluation allowances in 2003 was based onssessment that it was probable that the
related tax benefits would be realized. The effectitate tax rate decreased as a result of IAC'garsewith its formerly publicly traded
subsidiaries in 2003 and the Vivendi transactioR002. Partially offsetting these decreases inrimetaxes were earnings in foreign
jurisdictions that were taxed at rates higher tB8% and amortization of n-deductible intangible assets.

Minority interest in the income of consaitdd subsidiaries in 2004 principally representé@bnity ownership in certain international
operations of Ticketmaster. Minority interest ire ihcome of consolidated subsidiaries in 2003 priilgneepresents minority ownership in
certain international operations of EntertainmeuttlRations, Ticketmaster and HSE-Germany.

Income from discontinued operations, netaafin 2004 and 2003 was $110.0 million and $156ilion, respectively. Income from
discontinued operations, net of tax in 2004 wasgipially due to the income of Expedia and EUViArtzdly offset by losses at TV Travel
Shop, including a $32.7 million impairment charge well as an adjustment in the second quarted@4 2o the deferred tax liability of our
investment in Styleclick to reflect minority intestewhich resulted in a reduction of a tax benefitorded in 2002 when the deferred tax
liabilities of our investment in Styleclick wereiginally reversed. Income from discontinued openagi net of tax in 2003 was principally due
to the income of Expedia and EUVIA as well as aliarefit recognized due to the shut-down of Stidkcl
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In addition to the discussion of consoléathtesults, the following is a discussion of theufts of each sector.

Revenue:
Retailing:
U.S.
International

Total Retailing
Services
Ticketing
Lending
Real Estatt
Teleservice:!
Home Service:

Total Service:
Media & Advertising
Membership & Subscription:
Vacations
Personal:
Discounts
Intra-sector eliminatior

Total Membership & Subscriptior
Emerging Businesse
Intersegment eliminatio

Total

Operating (Loss) Income:
Retailing:

u.S.

International

Total Retailing
Services
Ticketing
Lending
Real Estatt
Teleservice:!
Home Service:

Total Service:
Media & Advertising
Membership & Subscription:
Vacations
Personal:
Discounts

Total Membership & Subscriptior
Emerging Businesst
Corporate and othe

Total

Years Ended December 31

2004

2003 Growth

(Dollars in millions, rounding differences may occu)

$  1905¢ $ 1,763 8 %
342.( 348. (2)%
2,247. 2,112.; 6 %
768.: 743.: 3 %
159.: 48.¢€ 22€ %
30. 7.2 325 %
293.¢ 294.: 0 %
6. N/A N/A
1,258.¢ 1,093.. 15 %
30.F 28.7 6 %
256.¢ 222.¢ 15 %
198.( 185.: 7 %
217.¢ 201.F 8 %
(1.9 (1.4) 9 %
671.F 608.: 10 %
6.€ — N/A
(27.0) (18.9) (43)%
$  4188: $ 3,823 1C %

Years Ended December 31

2004

2003 Growth

(Dollars in millions, rounding differences may occu)

$ 1417 $ 117.F 21 %
3. 3.4 (12)%
144.7 120.¢ 20 %
137.¢ 116.5 18 %
4.4 (11.6) NM
(12.0) (4.9) (148)%
(167.7) 12. NM
2.2) N/A N/A
(39.6) 112. NM
(47.1) (69.5) 33 %
65.C 41.( 59 %
18.€ 14.1 33 %
14.C 40.4 (65)%
97.¢ 95.E 2 %
(5.0 (5.9 16 %
(171.) (114.9) (49)%
$ (202 $ 138.: (115)%
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Years Ended December 31,

2004 2003 Growth

(Dollars in millions, rounding differences may occu)

Operating Income Before Amortization:
Retailing:

u.s. $ 19457 $ 168.: 16 %

International 4.3 4.7 (9)%
Total Retailing 199.( 173.( 15 %
Services

Ticketing 164.% 144 14 %

Lending 26.1 3.1 728 %

Real Estatt (4.6) (2.0 (138)%

Teleservice: 17.1 12.5 37 %

Home Service 0.2 N/A N/A
Total Service: 203.] 158.2 28 %
Media & Advertising (13.9) (19.9) 33 %
Membership & Subscription:

Vacations 90.2 66.2 36 %

Personal: 27.€ 31.C (11)%

Discounts 22.C 46.1 (52)%
Total Membership & Subscriptiot 139.¢ 143.: (2)%
Emerging Businesst (1.3 (3.9 72 %
Corporate and othe (105.9) (83.9) (26)%
Total $ 421¢ $ 366.¢ 15 %

I I |
Operating Income Before Amortization as a percemtafgevenus 10% 10%
I I

Retailing

Revenue, Operating Income Before Amorti@atind operating income for the Retailing sectordased year over year due to improved
results at HSN U.S. offset partially by decline$i&E-Germany.

u.S.

Revenue grew 8% to $1.9 billion, primaaly a result of a 10% increase in average price paha 150 basis point decline in return rates,
partially offset by a 3% decrease in units shipgedpart of this growth, HSN.com increased reverlne21% over the prior year. Overall, the
product mix shifted from 2003 with a decrease lesaf Jewelry and increased sales of Health armdifeand Home Fashions in 2004. This
shift increased the average price point, as Honskibas, which comprise a wide array of items suchane furnishings and accessories and
cookware, generally carry higher sales prices anet return rates, as compared to Jewelry. In @afdithe average price point increased for
most product categories year over year.

Operating Income Before Amortization greb@d.to $194.7 million, due primarily to the growthrevenue, and an increase in gross profit
margins by 20 basis points, due primarily to thié& & product mix to products that carry lowerust rates, as well as margin improvements
within the product mix. Lower return rates impaottbrevenue and gross margins, as lower returnst iadower warehouse processing costs
and lower inventory mark-downs for goods that aerasalable at full retail price. The impact of thecline in overall return rates on gross
profit was $13.5 million. Operating Income Beforen@rtization was also impacted by increased cust@®mefice costs, including costs relating
to HSN's new distribution facility in Tennessee jethopened in October 2004, and by results ofif@mercial and catalog businesses, which
have lower operating margins relative to the telievi
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business. The 2004 results were also impacted®#3ySamillion impairment charge related to the chesof the warehouse facility in Salem, VA
and the reversal of a reserve of $2.5 million assalt of the final resolution of a legal dispute.

Operating income grew 21% to $141.7 millidne primarily to the increase in Operating Incddeéore Amortization described above.

As noted in previous Company filings, thajonity of the USA Broadcasting stations sold tauision were located in the largest markets
in the country and aired HSN on a 24-hour basisofAlnuary 2002, HSN switched its distributioniliase markets directly to cable carriage.
As a result, HSN incurred incremental costs to iobtarriage lost in the disengagement markets anduct marketing activities to inform
viewers of new channel positioning for the HSN gEvDisengagement expenses were $18.0 millio®0#Zompared to $22.0 million in
2003, principally reflecting a decrease in marlggxpenses.

International

Revenue decreased 2% to $342.0 million.B. dollars, 11% on a local currency basis, dumgrily to decreases at HSE-Germany due to
the poor results of the Wellness product line comegdo 2003.

Operating Income Before Amortization desszh9% to $4.3 million for 2004 primarily refleggidecreased revenues at HSE-Germany
noted above. In addition, 2004 results were favigrabpacted by a settlement received by HSN Intiomal on an uncollectible receivable t
had been previously written off.

Operating income declined 12% to $3.0 wrillidue to the decrease in Operating Income Be&forertization described above.
Services

Revenue and Operating Income Before Amatitin for the Services sector increased year osar glue to the inclusion of the full year
results of LendingTree, which was acquired in Aud@d@03, improved results at the Ticketing segmenttae inclusion of Home Services,
which was acquired in September 2004. Operatingnecdecreased from 2003 due primarily to a fouddrgr goodwill impairment charge of
$184.8 million recorded at the Teleservices segment

Ticketing

Revenue grew 3% to $768.2 million, reflegta 4% increase in the average revenue per tigigtally offset by a 2% decrease in the
number of tickets sold. The increase in averageme® per ticket resulted from favorable exchangesriom foreign markets and higher
convenience and processing fees. The decrease iuthber of tickets sold was due primarily to treakiness in domestic concert ticket sales
and the effects of the NHL lockout. Internatiorelenue increased 28%, 17% on a local currency,lzhsésprimarily to the acquisition in
Sweden in the second half of 2004, increased gatbe United Kingdom and Ireland and the Athen828ummer Olympics license fee.

Operating Income Before Amortization inea 14% to $164.3 million, reflecting the increaseevenues and increased distribution
efficiencies, which were mostly offset by highepdeciation expense, cost of technology and tickgalties. As the company continued to
develop enhanced products to sell more ticketggarients, technology expenses increased; tickglties also increased as a percentage of
revenue. Through 2004, the company offset thegedses with other distribution efficiencies. Opagincome Before Amortization in 2004
and 2003 benefited from the favorable resolutionai-income tax contingencies of $5.0 million add7dmillion, respectively.
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Operating income increased 18% to $137IBomj reflecting the increase in Operating IncoBefore Amortization described above as
well as a $0.8 million decrease in the amortizatbimtangibles and a $0.7 million decrease in nash distribution and marketing expense.

Lending

Lending consisted of a portion of the resof LendingTree, from the date it was acquireAiigust 2003, and the brands and busines:
operates. As a point of comparison, the discudsédow compares the results of this segment for 20@de full year period in 2003.

Revenue increased 10% to $159.3 millioddA4 as compared to 2003 as the company contilougaiv its non-refinance mortgages
business. As expected, a rising interest rate enrient in 2004 caused a shift towards lending prtsdother than refinance mortgages,
LendingTree's primary product in 2003. The compaported a 108% increase in revenue from purchastgages and a 17% increase in
revenue from home equity loans. These revenueasesewere partially offset by a 39% decrease ieme® from refinance mortgage activity.
The increase in other service revenue primarilgtes to the acquisition of GetSmart in DecembeB20@l LendingTree Loans in
December 2004.

The number and dollar value of closed lodexreased year over year, reflecting the expégtpdct caused by the drop off in refinance
mortgage activity from late 2003 and throughout£0rhis impact was offset in part by the higher mifiypurchase mortgage closings in 2004,
which have higher per-transaction values than giheducts

Real Estate

Real Estate consists of several brandbjdimgy Real Estate.com, and is part of LendingTwadch was acquired in August 2003. As a
point of comparison, the discussion below comptresesults of this segment for 2004 to the fullrygeriod in 2003.

Real Estate revenue increased 101% to $8illidn in 2004 as compared to 2003 primarily daéncreases in closed real estate
transactions by consumers and the addition of ilegtiired October 2004.

Teleservices

Revenue remained comparable to the priar glespite the loss of two key clients that ceasemitsource outbound call volume. The
company was able to partially offset these revdosges in 2004 by increases in existing client mog and new business. PRC and the
industry continued to face significant pricing mee and increased competition during 2004.

Operating Income Before Amortization ingea $4.6 million, or 37%, to $17.1 million due ¢ovker operating expenses, including lower
depreciation expense and fixed costs, as managemetitued to focus on improving operating effidies. These savings were partially off
by lower contribution margins due to pricing pragsuduring 2004.
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Operating (loss) income decreased by $180@1bn to a loss of $167.7 million due primarily a fourth quarter goodwill impairment
charge of $184.8 million which was recorded asrammnent of operating income (loss) in the accompengonsolidated statement of
operations. The write-down was determined by coimgahe fair value of the business and the implieldie of the goodwill with the carrying
amounts on the balance sheet. The write-down pilynmasulted from continued competition and macaremic factors which negatively
impacted industry valuations. The goodwill impairheharge recorded in 2004 resulted from the Cowyipamnual impairment review for
goodwill and intangible assets, which took placéhimfourth quarter in connection with the preparabf our year-end financial statements.
The impairment charge was partially offset by tieréase in Operating Income Before Amortizatiorcdbed above. In addition, during 2003
the company recorded a pretax charge of $2.1 milétated to real estate and software write-dowhishvpositively impacts year over year
comparisons.

Revenue for 2004 and 2003 included $231Bamiand $17.8 million, respectively, for servigg®vided to other IAC businesses, incluc
certain of the businesses currently presentedsicodiinued operations.

Media & Advertising

Revenues increased $1.8 million, or 69430.5 million, primarily due to improved resultsktite. Citysearch's revenues remained flat
due to the shift of its business model from buiipmebsites for local businesses for an annualdeleet introduction of a new Pay-For-
Performance business model in June 2003. The Pafpéiformance business built momentum throughoQ#2@sulting in increased revenues
for Citysearch in the second half of 2004 driverbloyh the addition of new Pay-for-Performance manth and increased traffic.

Operating Income Before Amortization impedv33% to a loss of $13.3 million, resulting priityafrom narrowed losses at Citysearch
due principally to headcount reductions.

Operating losses improved 33% to $47.1lionlprimarily reflecting the increase in Operatingome Before Amortization described
above and was further impacted by a $14.2 milliecrdase in the amortization of intangible assets.

Membership & Subscriptions

Revenues for the Membership & Subscriptisgrstor increased year over year due to membeasitigubscriber growth at the Vacations
and Personals segments, respectively, as welkadadttusion of the full year results of the Disctaisegment. Operating Income Before
Amortization decreased from 2003 due primarily eakness in the Discounts core fundraising chanpatsially offset by improved results in
the Vacations segment. Operating income increasadgver year from improved results in Vacationd Barsonals, offset by a decline in
Discounts.

Vacations

Revenue grew 15% to $256.8 million, reflegtgrowth in membership and transaction reventibs.increase in membership revenues
due primarily to renewal memberships, and the emedn transaction revenue was due primarily tmarease in volume, as well as higher
average fees. The number of active members at Dmedd, 2004 increased 6% to 1.7 million.

Operating Income Before Amortization ane@@ting income increased 36% and 59%, respectite$90.2 million and $65.0 million,
respectively, due to an increase in gross profitging, partially offset by increased general anchiaistrative expenses associated with
increased headcount.
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Personals

Revenue grew 7% to $198.0 million, reflegta 5% increase in paid subscribers to 982.8 #ralartially offset by a decrease in the
average revenue per subscriber due to lower pagkéges implemented in 2003 that remained in pfacenost of 2004. International
subscribers grew 37% over the prior year, excludiegines at uDate of 28%.

Operating Income Before Amortization desszh11% to $27.6 million in 2004 and was negatiwalyacted by higher customer
acquisition costs, increased spending for inteonati operations and charges relating to managetrarsition and the elimination of certain
non-core business lines.

Operating income increased 33% to $18.8anijlreflecting the decrease in Operating InconeéoBe Amortization described above, off
by a $3.3 million decrease in non-cash distributiad marketing expense and a $4.8 million decrgatfe amortization of intangibles which
resulted from certain intangibles becoming fullyatized in 2004.

Discounts

Revenue grew 8% to $217.9 million in 200 do the inclusion of the full year results of &mtdinment Publications which was acquired
in March 2003.

Operating Income Before Amortization aneé@ing income decreased 52% and 65%, respectiee$22.0 million and $14.0 million,
respectively, due to weakness in the company'sfaodraising channels. Entertainment Publicatioesults are significantly seasonal with the
majority of its profitability experienced in theddh quarter. In addition, Operating Income BefAraortization and operating income were
negatively impacted by the sale of Entertainmentliations' Australian and New Zealand operation8ugust 2003, which contributed
$5.6 million in Operating Income Before Amortizatiand operating income in 2003.

Corporate and Other

Corporate operating expenses in 2004 wkrd 2 million compared with $114.8 million in 20a8,which $65.2 million and $30.9 millic
relate to non-cash compensation in 2004 and 2@38Bectively. The increase in non-cash compensptianipally resulted from expense
recognized on modifications made to certain egaitprds as well as expense related to restrictell sttits granted by IAC, which became
IAC's primary form of stock-based compensation beigig in 2003. In addition, nocash compensation expense included a full yeaxmérese
related to unvested stock options and restrictecksissumed in various acquisitions. This non-cashpensation related to equity awards
assumed in acquisitions is recorded over the renmgiresting period of the equity awards and theeefuill decline over time as the awards
vest.
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FINANCIAL POSITION, LIQUIDITY AND CAPITAL RESOURCES
All IAC common stock share information Heesen adjusted to reflect IAC's one-for-two revesteek split in August 2005.

As of December 31, 2005, the Company hatil Billion of cash and cash equivalents and restticash and cash equivalents, and
$1.5 billion of marketable securities on hand, udithg $215.9 million in funds representing amowegsal to the face value of tickets sold by
Ticketing on behalf of its clients.

As of December 31, 2005, LendingTree Ldaars warehouse lines of credit totaling $1.25 hilliof which $362.3 million was
outstanding. The warehouse lines of credit are tséghd consumer residential loans that are haidéle. Total borrowings under these lines
of credit are secured by outstanding mortgage lbaitd for sale. Interest rates under these linesetfit fall within a range of 30-day LIBOR
plus 75 - 100 basis points, depending on the uyidgrguality of the loans in the borrowing base #mellength of time the loans remain
outstanding, but may exceed this range under cectaiumstances. Under the terms of the committeg$lof credit, LendingTree Loans is
required to maintain various financial and otherestants. The loans are non-recourse to IAC andihgiidee. LendingTree Loans pays a
facility fee based on the total amount of the cottedilines. As of December 31, 2005, LendingTrearisohad committed lines aggregating
$1.0 billion which expire from September 30, 200August 31, 2007 and uncommitted lines aggreg&#&P million. The committed lines
credit can be canceled at the option of the lemdtrout default upon sixty-to-ninety days noticendingTree Loans believes that the
availability under these lines is sufficient to €Lits operating needs in the foreseeable futureirsedds to extend the facilities on or prior to
expiration. Loans under the warehouse lines ofiteed repaid from proceeds from the sale of |dald for sale by LendingTree Loans.

Net cash used in operating activities ladtiable to continuing operations was approxima$@®.3 million in 2005 and net cash provided
by operating activities attributable to continuimgerations was approximately $503.7 million in 2004sh used in operating activities in 2005
was negatively impacted by higher cash tax paymmatde, including $862.6 million related to the safl¢he Company's VUE interests. The
proceeds related to the sale of the Company's \fitHEdsts are included in cash provided by invesitiyities. Excluding the tax payments
related to the sale of the Company's VUE interestsh flows from operating activities were impadigdhe payment of approximately
$95 million in income taxes in 2005, as comparefit®2 million in 2004. An additional $4 million ai$d million of income taxes were paid in
2005 and 2004, respectively, attributable to ditoored operations and as such are not includedsh @iows from operating activities
attributable to continuing operations. Cash flovesf operating activities were also impacted byrteeincreases related to loans held for sale.
Partially offsetting the uses of cash were higlanimgs and increased contribution from Ticketitignt cash of $70.9 million in 2005
compared with $15.3 million in 2004, primarily digetiming of settlements with clients and in panedo the purchase by Ticketing of the
remaining interest in its Australian joint ventumeApril 2005. There is a seasonal element to tivemtory balances at the Retailing sector and
the Discounts segment as inventory tends to beehiigithe third quarter in anticipation of the fttuquarter selling season. At December 31,
2005, inventory, net of reserves, increased by386llion to $337.2 million from $240.9 million &ecember 31, 2004 due primarily to the
acquisition of Cornerstone Brands, which contridu$84.0 million of the increase.

Net cash provided by investing activitiétsilautable to continuing operations in 2005 of $Rillion resulted from the proceeds generated
from the sale of IAC's common and preferred intisres VUE of $1.9 billion, net proceeds of $965.8lion generated from the sale of
marketable securities and proceeds from the saRJSAA of $183.0 million. Partially offsetting thesamounts were acquisitions, net of cash
acquired, of $693.4 million and capital expendituoé $241.5 million.
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Cash acquisitions in 2005 primarily relate to Cost@ne Brands. Net cash used in investing actsvaitributable to continuing operations in
2004 relate primarily to net purchases of marketakelcurities of $720.6 million, acquisitions, netash acquired of $234.7 million, and car.
expenditures of $167.8 million, including approxiels $25.5 million related to the acquisition of N'S distribution facility in Tennessee. C
acquisitions in 2004 primarily relate to ServiceNagnd LendingTree Loans.

Net cash used in financing activities btttable to continuing operations in 2005 of $2llidw was primarily due to the purchase of
treasury stock of $1.8 billion, the redemption aibstantially all of IAC's convertible preferred skoof $655.7 million in connection with the
Spin-Off, as well as the repayment of $360.8 millad 1998 Senior Notes due November 15, 2005. These were partially offset by
increased net borrowings under various warehouss bf credit of $162.8 million at LendingTree Leand $80.0 million of borrowings unc
the Liberty Bond program (see below). The incredsmdowings under the warehouse lines of credidinextly related to the increase in loans
held for sale included within cash flows from opinas. Net cash used in financing activities atttétble to continuing operations in 2004 of
$263.7 million was primarily due to the purchasarefsury stock of $430.3 million and the paymdmireferred dividends of $13.1 million,
partially offset by the proceeds from the issuanfoeommon stock pursuant to stock option exeraigel 47.3 million and increased
borrowings under various warehouse lines of crefd#25.2 million.

Net cash provided by discontinued operatior2005 and 2004 of $706.7 million and $1.1 dillirespectively, relate primarily to the
operations of Expedia through August 8, 2005 an¥Elthrough June 2, 2005. The Company does not exfoture cash flows generated
from existing discontinued operations to be sigaifit.

As of December 31, 2005, the Company ha8 Billion in short and long-term obligations, ohiwh $375.3 million, consisting primarily
of various warehouse lines of credit, are classifie current. Long-term debt consists primarilyhef 2002 Senior Notes due 2013, the
Convertible Notes due 2008 and the Liberty Bonds 20385. The Company's cash, cash equivalents arieéttable securities and access to the
capital markets is believed to be sufficient todtts debt payments.

On July 19, 2005, as part of the IAC Se&d¥Wedia acquisition, IAC guaranteed $115.0 millipar value of the Convertible Notes
($114.0 million par value at December 31, 2005x Tonvertible Notes are convertible at the optibthe holders into shares of both IAC
common stock and Expedia common stock at an iritialersion price of $13.34 per share, subjecettam adjustments. Upon conversion,
IAC and Expedia have the right, subject to certainditions, to deliver cash (or a combination aftcand shares) in lieu of shares of its
respective common stock. During January 2006, $68lbn of Convertible Notes was converted inté illion IAC and 2.6 million Expedia
common shares.

In connection with the financing of the stmction of IAC's corporate headquarters, on Atu@ds 2005, the New York City Industrial
Development Agency (the "Agency") issued $80 millin aggregate principal amount of New York Citgllistrial Development Agency
Liberty Bonds (IAC/InterActiveCorp Project), Seri2805 (the "Liberty Bonds"). Interest on the Lilyeonds is payable at a rate of 5% per
annum, payable semi-annually on March 1 and Sepetbf each year, commencing on March 1, 2006 haadire on September 1, 2035.
IAC is obligated to make all principal, interestdasther payments in respect of the Liberty Bondspant to certain security and payment
arrangements between IAC and the Agency, whiclngeiments were entered into in connection with tbsirg of the Liberty Bond issuance.
Liberty Bonds proceeds may only be used for cegapenditures relating to the construction of I1A€sporate headquarters and may not be
used for general corporate purposes. The Comparscexthat the remaining proceeds from the LibBagd financing will be spent during t
year ending December 31, 2006 as qualified expereditarise
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and are settled. The Convertible Notes and thertyiligonds are classified as long-term obligationdle accompanying consolidated balance
sheet at December 31, 2005.

During 2005 and 2004, IAC purchased 50.iianiand 7.9 million shares of IAC common stock &mygregate consideration of $1.8 bill
and $426.9 million, respectively. At December 3102, IAC had approximately 1.0 million shares remag in its authorization. These shares
were subsequently repurchased in January 2006 faggregate consideration of $23.8 million. Additily, on February 8, 2006, the
Company announced that its Board of Directors aizhd the repurchase of up to 42 million sharek\@f common stock. IAC may purchase
shares over an indefinite period of time on thenoparket, depending on those factors IAC managedess relevant at any particular time,
including, without limitation, market conditiondyare price and future outlook.

On June 7, 2005 IAC completed a transadtiimn NBC Universal in which it sold its interests VUE. After paying applicable taxes on
the transaction, IAC netted approximately $1.0dgillin cash. As part of the consideration in thégssaction, IAC also received 28.3 million
IAC shares valued at $1.4 billion.

IAC anticipates that it will need to makapdal and other expenditures in connection withdevelopment and expansion of its overall
operations. The Company may make a number of datiqns which could result in the reduction of ésh balance or the incurrence of debt.
Furthermore, capital and other expenditures arearp to be higher than current amounts over theseveral years, primarily due to the
construction of IAC's new corporate headquarterschvwill result in increased capital expenditurasd the improvement and expansion of
technology infrastructure, including data centedsich is expected to result in increased capitdi@noperating expenditures.

We believe that our financial situation Wwbanable us to absorb a significant potential dowmnin business. The Company has consid
its anticipated operating cash flows in 2006, casth cash equivalents and marketable securitiespwimg capacity under warehouse lines of
credit and access to capital markets and belidnatghese are sufficient to fund its operating seattluding commitments and contingencies
and capital and investing commitments for the feeable future.
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CONTRACTUAL OBLIGATIONS AND COMMERCIAL COMMITMENTS

Payments Due by Perioc

o Less than More than
Contractual Obligations Total 1year 1-3 years 3-5years 5 years

(In Thousands)

Short and lon-term obligations $ 1,329,39! $ 372,09: $ 128,93. $ 43C % 827,94(
Capital lease obligatior 5,291 3,182 2,09z 17 —
Purchase obligations( 45,02¢ 34,18¢ 10,79¢ 41 —
Operating lease 661,70( 98,42: 157,43: 118,03! 287,80¢
Total contractual cash obligatio $ 2,04141. $ 507,88 $ 299,25 $ 118,52 $ 1,115,74

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

Amount of Commitment Expiration Per Period

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

(In Thousands)

Letters of credi $ 52,32¢ $ 52,19C $ 53 $ 85
Guarantee 13,541 12,37: 82¢ 34C
Total commercial commitmen $ 65,86¢ $ 64,56: $ 88z $ 42F

* 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 debt

Off-Balance Sheet Arrangements
Other than the items described above, tiragany does not have any off-balance sheet arragmgsras of December 31, 2005.
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IAC'S PRINCIPLES OF FINANCIAL REPORTING

IAC reports Operating Income Before Amaatian as a supplemental measure to GAAP. This medswne of the primary metrics by
which we evaluate the performance of our businessewhich our internal budgets are based and bghwinanagement is compensated. We
believe that investors should have access to, andrevobligated to provide, the same set of td@lswe use in analyzing our results. This non-
GAAP measure should be considered in additiongalte prepared in accordance with GAAP, but shooldbe considered a substitute for or
superior to GAAP results. We provide and encouiagestors to examine the reconciling adjustmentaéen the GAAP and non-GAAP
measure which we discuss below.

Definition of IAC's Non-GAAP Measure

Operating Income Before Amortizatiendefined as operating income excluding, if aggidie: (1) amortization of nocash compensatic
distribution and marketing expense, (2) amortizatibintangibles and goodwill impairment, (3) pmrha adjustments for significant
acquisitions, and (4) one-time items. We believe mtheasure is useful to investors because it repteshe consolidated operating results from
IAC's segments, taking into account depreciatidnictvwe believe is an ongoing cost of doing businbst excluding the effects of any other
non-cash expenses. Operating Income Before Amtidizaas certain limitations in that it does ndteidnto account the impact to IAC's
statement of operations of certain expenses, ilmudon-cash compensation, non-cash marketing eepeamd acquisition-related accounting.
IAC endeavors to compensate for the limitationthefnon-GAAP measure presented by providing thepeoable GAAP measure with equal
or greater prominence and descriptions of the reting items, including quantifying such items,derive the non-GAAP measure.

One-Time ltems

Operating Income Before Amortization isgmeted before one-time items. These items are dnéytime in nature and non-recurring,
infrequent or unusual, and have not occurred irptst two years or are not expected to recur iméxé two years, in accordance with SEC
rules. GAAP results include one-time items. Theyarsts treated as one-time items for calculatipgr@ting Income Before Amortization are
merger costs incurred by Ticketmaster in 2003 iwestment banking, legal, and accounting fees. & hests were incurred solely in relatior
IAC's buy-in of Ticketmaster, but could not be d¢alized since Ticketmaster was considered the tamgae transaction for accounting
purposes. These costs do not directly benefit dipasain any manner, and would not normally be réed by IAC if not for the fact it already
consolidated Ticketmaster. The majority of costsfar advisory services provided by investment leaskand the amounts incurred in 2003
were pursuant to the same fee letter entered infiidketmaster after IAC announced its intentiomdonmence an exchange offer for
Ticketmaster in 2002. Given these factors, we kelieis appropriate to consider these costs adiore

Non-Cash Expenses That Are Excluded From IAC's NoiGAAP Measure

Amortization of non-cash compensatexpense consists of expense associated with thésgrhrestricted stock, restricted stock units
stock options for compensation purposes. Thesensgseare not paid in cash and we include the celdtares in our fully diluted shares
outstanding which, for restricted stock units atwtks options, are included on a treasury methotsbker 2005, the options expense primarily
reflects the expense related to modifications steg options in connection with the Spin-Off angested options assumed by IAC in its
acquisitions.

Amortization of non-cash distribution and marketexgpense consists principally of the non-cash abiegt secured from Universal
Television as part of the transaction pursuanthaivVVUE was
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created and distribution and marketing expensegrdzed by Ticketmaster, Citysearch and Match.cdated to barter arrangements, which
expired in March 2004, for distribution securednfrthird parties, whereby the advertising was predidy Ticketmaster, Citysearch and
Match.com to a third party in return for distritartiover the third party's network. The non-castesatising from Universal is available for
television advertising primarily on the USA and ctcable channels without any cash cost and wed pencipally by Match.com in 2004 a
2003.

Amortization of intangibles a non-cash expense relating primarily to actjaiss. At the time of an acquisition, the intangikissets of
the acquired company, such as supplier contractsastomer relationships, are valued and amortxed their estimated lives. While it is
likely that we will have significant intangible amiaation expense as we continue to acquire congsamie believe that since intangibles
represent costs incurred by the acquired compabuitd value prior to acquisition, they were pafrtransaction costs.

Reconciliation of Operating Income Before Amortizaton

The following table reconciles Operatingdme Before Amortization to operating income (lca3dl net earnings available to common
shareholders for the years ended December 31, 2008, and 2003 (in thousands).

Years Ended December 31,

2005 2004 2003
Operating Income Before Amortizatit $ 668,27 $ 421,55. $ 366,89t
Amortization of no-cash compensation exper (137,53) (70,326 (32,409
Amortization of no-cash distribution and marketing expel — (2,309 (9,45¢)
Amortization of intangible: (186,51) (185,38¢) (186,67°)
Goodwill impairment — (184,78() —
Merger costs(a — — (96)

Operating income (los: 344,22¢ (20,244 138,26
Interest incom: 141,10 170,18: 147,52¢
Interest expens (77,679 (68,367) (80,109
Gain on sale of VUE interes 523,48 — —
Equity in income (losses) of VU 21,96( 16,18¢ (224,469)
Equity in income of unconsolidated affiliates arter 38,57¢ 34,53« 11,21
Income tax (expense) bene (391,069 (74,26¢€) 24,21
Minority interest in income of consolidated subaiiiks (2,229 (3,159 (5,939
Gain on sale of EUVIA, net of te 70,15: — —
Income from discontinued operations, net of 207,61: 109,99: 156,68"
Preferred dividend (7,93¢) (13,059 (13,05%)

Net earnings available to common sharehol $ 868,21. $ 151,80¢ $ 154,34:

€) The Company incurred costs at Ticketmaster forstment banking, legal and accounting fees relatedtty to the merger, which are
considered as one-time. These costs were incuotely $n relation to the merger, but may not beitzdized since Ticketmaster was
considered the target in the transaction for actiogmpurposes. These costs do not directly beop#tations in any manner, would not
normally be recorded by IAC if not for the fachlteady consolidated this entity. The majority o$ts are for advisory services
provided by investment bankers, and the amountgriied in 2003 were pursuant to the same fee lettgiered into by Ticketmaster in
2002 after IAC announced its intention to commemeexchange offer for Ticketmaster in 2002. Givezse factors, IAC believes it is
appropriate to consider these costs as one-time.
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RECONCILIATION OF NON-GAAP MEASURE

The following table reconciles Operatingdme Before Amortization to operating income (Idss)the Company's operating segments
and to net earnings available to common sharehoiddptal (in millions, rounding differences magcar):

For the year ended December 31, 20(

Operating Income Operating
Before Amortization of income
Amortization non-cash items (loss)
Retailing:
u.S. $ 276.€ $ (59.9 $ 216.7
International 5.8 1.3 4.5
Total Retailing 282.: (61.2) 221.1
Services
Ticketing 218.7 (28.7) 189.¢
Lending 80.¢ (25.9) b5.3
Real Estatt (16.7) (12.¢) (29.5)
Teleservice! 22.€ 22.¢
Home Service 11.2 (2.3 8.¢
Total Service: 316.t (69.9) 247 .2
Media & Advertising 30.t (22.9) 7.7
Membership & Subscription:
Vacations 110.7 (25.2) 85.t
Personal: 47.C (3.9 441
Discounts 17.5 (6.9 11.2
Total Membership & Subscriptior 176.2 (35.9 140.¢
Emerging Business¢ (12.9) (0.€) (13.9)
Corporate and othg (124.9 (234.9) (259.9)
TOTAL $ 668.. $ (324.0) 344.:
I I
Other income, ne 647.5
Earnings from continuing operations before income$ and minority intere 991.7
Income tax expens (391.))
Minority interest in income of consolidated subaiiis (2.9)
Earnings from continuing operatio 598.4
Gain on sale of EUVIA, net of te 70.2
Income from discontinued operations, net of 207.¢
Earnings before preferred divider 876.2
Preferred dividend (7.¢
Net earnings available to common sharehol $ 868.2
I
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Operating Income Operating
Before Amortization of income
Amortization non-cash items (loss)
Retailing:
u.s. $ 1947 $ (529 $ 141.5

Internationa 4.3 (2.9 3.C




Total Retailing 199.( (54.2) 144.5
Services

Ticketing 164.: (26.4) 137.¢

Lending 26.1 (21.9) 4.4

Real Estatt (4.6 (7.3 (12.0

Teleservice: 17.1 (184.9) (267.7)

Home Service 0.3 (2.5) (2.2
Total Service: 203.1 (242.5) (39.¢)
Media & Advertising (13.9) (33.9 (47.7)
Membership & Subscription:

Vacations 90.2 (25.2) 65.C

Personal: 27.€ (8.7) 18.¢

Discounts 22.C (8.0 14.C
Total Membership & Subscriptior 139.¢ (41.9 97.¢
Emerging Businesst¢ (1.1 (3.9 (5.0
Corporate and othg (105.9 (65.2) (av1.2)
TOTAL $ 421¢ $ (441.) (20.2)

I I
Other income, ne 152.t
Earnings from continuing operations before income$ and minority intere 132.c
Income tax expens (74.9)
Minority interest in income of consolidated subaiiis (3.9
Earnings from continuing operatio 54.¢
Income from discontinued operations, net of 110.(
Earnings before preferred divider 164.¢
Preferred dividend (13.1)
Net earnings available to common sharehol $ 151.¢
I
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Operating Income Operating
Before Amortization of income
Amortization non-cash items Merger costs (loss)

Retailing:

u.S. $ 168.:2 $ (50.¢) $ — $ 117.¢

International 4.7 1.3 — 3.4
Total Retailing 173.C (52.1) — 120.¢
Services

Ticketing 144.F (28.0 (0.7 116.

Lending 3.1 (14.¢) — (11.¢)

Real Estatt (2.0 (2.9) — (4.9

Teleservice! 12.5 — — 12.t
Total Service: 158.2 (45.7) (0.7 112.¢
Media & Advertising (19.9) (50.0 — (69.€)
Membership & Subscription:

Vacations 66.2 (25.2) — 41.C

Personal: 31.C (16.9) — 14.1

Discounts 46.1 (5.7 — 40.4
Total Membership & Subscriptior 143.< (47.9) — 95.t
Emerging Businesst¢ (3.8 (2.2) — (5.9
Corporate and othe (83.9 (30.9 — (114.9



TOTAL $ 366.¢ $ (2285 $ (0.0

Other expense, n

Loss from continuing operations before income taa@s minority interes
Income tax benef

Minority interest in income of consolidated subariks

Earnings from continuing operatio
Income from discontinued operations, net of

Earnings before preferred divider
Preferred dividend

Net earnings available to common sharehol
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Critical Accounting Policies and Estimates

The following disclosure is provided to plgment the descriptions of IAC's accounting pelctontained in Note 2 to the consolidated
financial statements in regard to significant argfgsdgment. Management of the Company is requioedake certain estimates and
assumptions during the preparation of its const#idifinancial statements in accordance with gelyeaaktepted 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 algmirththe 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, sonmaioficcounting policies and estimates have
a more significant impact on our consolidated fiahstatements than others. What follows is audismon of some of our more significant
accounting policies and estimates.

. We assess the recoverability of the carrying valueng-lived assets. If circumstances suggest that-lived assets may
impaired, and a review indicates that the carryialgie will not be recoverable, as determined basethe projected
undiscounted future cash flows, the carrying vadueduced to its estimated fair value. The deteativn of cash flows is based
upon assumptions and forecasts that may not oktaddition, we assess goodwill and indefinite divetangible assets for
impairment annually as of October 1, or more frexlydf circumstances indicate impairment may haceurred. The
December 31, 2005 consolidated balance sheet ie€l$8.9 billion of goodwill and intangible assetst, $567.4 million of fixe
assets, net, and $29.3 million of cable distribufiees, net. IAC updated its analysis of goodwiliangible assets and long-lived
assets during 2005 and we determined that theingmalues of such assets were not impaired based current facts and
circumstances. If actual operating results of tben@any vary significantly from anticipated resuitgould result in the future
impairment of goodwill and/or other intangible asse

. Our revenue recognition for Retailing is describellote 2. As noted, sales are reduced by inceulissounts and sales returns
to arrive at net sales. Retailing U.S.'s salexpdalilows customers to generally return most merdise (within 30 days of
receipt in the case of HSN merchandise) for ar&flind or exchange, subject in some cases to festpfees and exceptions for
custom merchandise in the case of Cornerstone Braiidwances for returned merchandise and othgisadents (including
reimbursed shipping and handling costs) are praviziesed upon past experience. Retailing U.S.sattd return percentages
for 2005 and 2004 of 16.5% and 16.2%, respectiwvedre arrived at based upon empirical evidencetfa returns, and the
percentages were applied against sales to arrivetaales. Actual levels of product returns may fiamm these estimates.

. 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 actuatfizthees to be paid on items reflected in the cadestald financial statements,
giving consideration to both timing and the proligbof realization. As of December 31, 2005, theddmce of deferred tax
liabilities, net, is $1.2 billion. Actual incomexts could vary from these estimates due to futhamges in income tax law, state
income tax apportionment or the outcome of anyen\of our tax returns by the Internal Revenue Senas well as actual
operating results of the Company that vary sigaifity from anticipated results.

. Inventories are valued at the lower of cost or ragr&ost being determined based upon the firdirgt;out method. Market is
determined on the basis of net realizable valugngiconsideration to obsolescence and other facidet realizable value is
estimated by management based upon historical datasthe age of inventory, the quantity of goad$iand and the ability to
return merchandise to vendors. The actual netzadak value may vary
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from estimates due to changes in customer tasteiewing habits, or judgemental decisions made leyamandising personnel
when ordering new products. As of December 31, 2665Company had $337.2 million of inventory omdhanet of an
associated reserve of $41.9 million.

Loans held for sale consist primarily of residerfiiat and second mortgage loans that are sedwyedsidential real estate
throughout the United States. LendingTree Loangimaites residential loans with the intent to da#inh in the secondary market.
Loans held for sale are carried at the lower of oodair value determined on an aggregate basis.cbst basis of loans held for
sale includes the capitalized cost associated twéhnterest rate lock commitments, deferred o&ation fees, deferred
origination costs and the effects of hedge accagniihe fair value of loans held for sale is deiagd using current secondary
market prices for loans with similar coupons, miéies and credit quality. The December 31, 2005sotidated balance sheet
includes $372.5 million of loans available for salet of an associated reserve of $3.1 million.

LendingTree Loans sells loans to investors on @@ag released basis without recourse so theaidiss or default by th
borrower is generally transferred to the invedttowever, LendingTree Loans is required by thesestors to make certain
representations relating to credit informationnl@®cumentation and collateral. To the extent Leg@iiee Loans does not
comply with such representations, or there areygmyment defaults, LendingTree Loans may be reduiv repurchase loans
indemnify the investors for any losses from borrodefaults. As such, LendingTree Loans calculatessestimate related to
its exposure to defaults of its representationsesanty payoff obligations. The estimated losses@iaged with loans sold is
calculated based on historical loss frequency, $eserity data and current unpaid balances ofahed sold and is calculated by
loan type. In determining the exposure associaifudefaults of representations to investors, tané are evaluated as a group.
In addition, specific circumstances can cause mamagt to estimate and record additional reservesifgpto a situation based
on certain assumptions in anticipation of futureskes as a result of current activity. In 2005, liegifiree Loans charged
approximately $4.7 million in loan losses to expgens

The Company accounts for st-based compensation issued to employees in accaadtic SFAS No. 148, "Accounting fi
Stock-Based Compensation Transition and Disclos{i&FAS No. 148"), which amends SFAS No. 123, "Agtting for Stock-
Based Compensation” ("SFAS No. 123"). SFAS No. g#®ides alternative methods of transition for &umtary change to the
fair value-based method of accounting for stockedammployee compensation and amends the disclesyugements of SFAS
No. 123. The Company adopted the expense recogmitmvisions of SFAS No. 123 and is providing exgeefor stock-based
compensation for grants made on or after Janua2@d3 on a prospective basis as provided by SFASLA®, and provides pro
forma information in the notes to financial statemseto present its results as if all equity awasdsed in years prior to 2003
were being expensed. As disclosed in the notdsetadnsolidated financial statements, the Compatisnated the fair value of
options issued at the grant date using a Black{8staption pricing model with the following weigkitaverage assumptions for
2005, 2004 and 2003: risk-free interest rates DA%, 3.30% and 2.78%, respectively; a dividenddy@lzero and volatility
factors of 40%, 43% and 50%, respectively, basetherexpected market price of IAC common stock dasehistorical trends
and a weighted average expected life of the optdffive years. The impact on pro forma compensativpense for the year
ended December 31, 2005, assuming a 1% incredbe iisk-free interest rate, a 10% increase irvtiatility factor, and a one
year increase in the weighted average expectedflifiee options would be an increase of $5.1 milli$12.3 million, and

$18.6 million, respectively. The Company also isstestricted stock units. For restricted stockwissued, the value of the
instrument is measured at the grant date as thedhie of
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IAC common stock and amortized ratably as non-cashpensation over the vesting term. For stock aptissued since 2003,
including unvested options assumed in acquisititiiesyalue of the option is measured at the grate (br acquisition date, if
applicable) at fair value and amortized over theaiming vesting term. See Note 2 for a descriptibeffect of the change in the
Company's estimate related to the number of stasledb awards that are expected to vest.

Seasonality

During 2005, the Company's consolidatedltesvere heavily weighted to the second half efykar, particularly in the fourth quarter, as
a result of the seasonal nature of the Retailietpse@nd the Discounts segment. Heavy marketingdipg at the Personals and Lending
segments in the early part of the year also caniihto increased profitability in the later hafif2005. The Company expects that these trends
will continue into 2006. In addition, the reductionthe number of sponsored links and relatedatiites on the Ask websites and the signifis
investments in IAC Search & Media that are antitgdan 2006 are also expected to contribute todrighnofitability in the second half of 2006
as compared with the first half of the year.

The seasonality related to certain of tiviidual segments is as follows:

Seasonality also impacts IAC's Retailingt@e with sales highest in the fourth quarter, hottto the same extent it impacts the retail
industry in general.

Ticketing operations revenues are impabiefluctuations in the availability of events fals to the public, which vary depending upon
scheduling by our venue clients. Due to the gehehéghest level of ticket on-sales for events, $keeond quarter of the year generally
experiences the highest revenue levels.

Lending and Real Estate revenues are duloj¢lce seasonal trends of the U.S. housing madane sales typically rise during the spring
and summer months and decline during the fall aimtewwmonths. Refinancing activity is less impadigdseasonality and is principally driven
by mortgage interest rates.

IAC Search & Media revenues will be impalkcés internet advertising continues the transitiom an emerging to a more developed
market. Seasonal and cyclical patterns have degd|dpcluding advertising sales being lower dutimg summer vacation period and queries
on its sites being strongest in the first and fodigcal quarters and weakest in the third quaag’ reflection of greater usage during the sc
year. Furthermore, seasonality in the retail ingustay also continue to affect the prices adventisee willing to bid for keyword:

Revenues from existing members in the Manatsegment are influenced by the seasonal natyri@nned family travel with the first
quarter generally experiencing the strongest bagskand the fourth quarter generally experiencingk&e bookings.

Discounts' revenues are significantly seabwith the majority of the company's revenues araditability experienced in the fourth
quarter.

New Accounting Pronouncements

On February 16, 2006, the Financial AccoyunStandards Board issued SFAS No. 155, "Accogrftin Certain Hybrid Financial
Instruments” ("SFAS No. 155"), which amends SFAS N&8, "Accounting for Derivative Instruments anddding Activities”, and SFAS
No. 140, "Accounting for Transfers and Servicing-afancial Assets and Extinguishments of Liabinekit. SFAS No. 155 alters the financial
reporting of certain hybrid financial instrumengsrequiring more

69




consistent accounting that eliminates exemptiomspaiavides a means to simplify the accounting fi@se instruments. Among other things,
SFAS No. 155 allows financial instruments that hereedded derivatives to be accounted for as aenfebiminating the need to bifurcate the
derivative from its host) if the holder elects twaunt for the whole instrument on a fair valuei®aSFAS No. 155 is effective for all financial
instruments acquired or issued after the beginafran entity's first fiscal year that begins affaptember 15, 2006. Earlier adoption is
permitted as of the beginning of an entity's figezdr. The Company is currently assessing the itrgfe®FAS No. 155 on its consolidated
financial position, results of operations and ciahs.

On June 7, 2005, the FASB issued SFAS N4, 1Accounting Changes and Error Corrections” ASHNo. 154"), replacing APB Opinic
No. 20, "Accounting Changes," and SFAS No. 3, "Répg Accounting Changes in Interim Financial Sta¢mts." SFAS No. 154 alters t
requirements for the accounting for and reportihg change in accounting principle. Previously, tnaduntary changes in accounting
principles required recognition via a cumulativieef adjustment within net income of the periodhe change. SFAS No. 154 requires
retrospective application to prior periods' finaiGtatements, unless it is impracticable to detezraither the period-specific effects or the
cumulative effect of the change. SFAS No. 154 fisative for accounting changes made in fiscal ybéaginning after December 15, 2005;
however, the Statement does not change the tramgitovisions of any existing accounting pronouneets. We do not believe adoption of
SFAS No. 154 will have a material effect on oursaidated financial position, results of operationgash flows.

On December 16, 2004, the FASB issued FA&&Bement No. 123 (R), "Share-Based Payment,” wikialrevision of SFAS No. 123.
Statement 123(R) supersedes APB No. 25 and amémlS No. 95, "Statement of Cash Flows." Generalig,dpproach in Statement 123(F
similar to the approach described in SFAS No. Ht8vever, Statement 123(R) requires all share-bpagthents to employees, including
grants of employee stock options, to be recognizeélde statement of operations based on theivtdires. Pro forma disclosure is no longer an
alternative. The Company is required to apply $tatet 123(R) no later than the first quarter of 2006

Currently, the Company uses the Bl&dholes formula to estimate the value of stockamystigranted to employees and expects to cor
to use this acceptable option valuation model uperrequired adoption of Statement 123(R) on JanL,a2006. Due to the modification
related to the Spin-Off, the Company is recognizrgense for all stock-based compensation instrtsrierthe statement of operations after
the Spin-Off. Statement 123(R) also requires threefits of tax deductions in excess of recognizedmensation cost to be reported as a
financing cash flow, rather than as an operatirgip deow as required under current literature. Thiguirement will reduce net operating cash
flows and increase net financing cash flows inqusiafter adoption. The Company is currently agsg$be impact of this pronouncement on
its consolidated statement of operations and sttenf cash flows.

Iltem 7A. Quantitative and Qualitative Disclosures about MarkRisk
Interest Rate Risk

The Company's exposure to market ratefoiskhanges in interest rates relates primarilheoCompany's investment portfolio, loans held
for sale and long-term debt, including the curggmtion thereof, and its warehouse line of cretlite Company invests its excess cash in debt
securities of governments, governmental agencigsagh quality corporate issuers. The portfolioegiewed on a periodic basis and adjusted
in the event that the decline in fair value is deieed to be other-than-temporary.

Based on the Company's total debt investisecurities as of December 31, 2005, a 100 basis imcrease or decrease in the level of
interest rates would, respectively, decrease agease the fair
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value of the debt securities by approximately $iilion. Such potential increase or decrease iinvaue are based on certain simplifying
assumptions, including a constant level and ratebt securities and an immediate across-the-linaerdase or decrease in the level of interest
rates with no other subsequent changes for theineleraof the period. Conversely, since almost ithe Company's cash balance of
approximately $1.1 billion is invested in varialége interest earning assets, the Company woubdealen more (less) interest income due to
such an increase (decrease) in interest rates.

At December 31, 2005, the Company's outtandebt approximated $1.3 billion, with a subsitdrportion bearing fixed rates. If market
rates decline, the Company runs the risk thateteed required payments on the fixed rate delbtewdeed those based on market rates. As
part of its risk management strategy, the Compam@g derivative instruments, including interest sataps, to hedge a portion of this interest
rate exposure. The Company's intent is to offsetsgand losses resulting from this exposure wiisés and gains on the derivative contracts
used to hedge it, thereby reducing volatility ofré@gs and protecting fair values of assets ardllii@s. The Company's objective in managing
its exposure to interest rate risk on its ldagm debt is to maintain its mix of floating ratedafixed rate debt within a certain range. In 2604
2003, the Company entered into interest rate swegeaents related to a portion of the 2002 Senaie$\ which allow IAC to receive fixed
rate amounts in exchange for making floating ragnpents based on the LIBOR. As of December 31, 2680he $750 million principal
amount outstanding under the 2002 Senior Notedntheest rate is fixed on $400 million at 7% alahfing on $350 million, with the rate
based on a spread over 6-month LIBOR. To furtharage risk, the Company unwound swap agreementsfaimal gains in 2004 and 2005,
which are being amortized over the remaining Iff¢he 2002 Senior Notes. The changes in fair vafube interest rate swaps at December 31,
2005 resulted in a loss of $8.8 million which hag entirely offset by a corresponding gain attable to the fixed rate debt.

The majority of the Company's outstandingd-rate debt at December 31, 2005 relates t&75€ million outstanding under the 2002
Senior Notes, the $114 million outstanding under@onvertible Notes and the $80 million outstandinder the Liberty Bonds. Excluding the
$350 million under the 2002 Senior Notes, whictrently pays a variable interest rate as a resuh@butstanding swap agreements noted
above, a 100 basis point increase or decrease ietbl of interest rates would, respectively, dase or increase the fair value of the fixed-rate
debt by approximately $35.9 million. Such poteniti@rease or decrease in fair value are basedreirteimplifying assumptions, including a
constant level and rate of fixed-rate debt fonaditurities and an immediate across-the-board isereadecrease in the level of interest rates
with no other subsequent changes for the remaiofdéie period. If the LIBOR rates were to increédecrease) by 100 basis points, then the
annual interest payments on the $350 million ofalde-rate debt would have increased (decrease@BtB/million. Such potential increase or
decrease in interest payments are based on ceigtifying assumptions, including a constant leaet rate of variable-rate debt for all
maturities and an immediate across-the-board isereadecrease in the level of interest rates motbther subsequent changes for the
remainder of the period.

LendingTree Loans' mortgage banking openatexpose the Company to interest rate risk fimdariginated until those loans are sold in
the secondary market ("loans held for sale"). Iditt@h, LendingTree Loans provides interest rattkloommitments ("IRLCs") to fund
mortgage loans at interest rates previously aguped with the borrower for specified periods ofdimvhich also expose it to interest rate risk.

LendingTree Loans hedges the changesrindhie of certain loans held for sale primarilyusing mortgage forward delivery contracts.
These hedging relationships are designated asdhie hedges. For loans held for sale that aredtedgth forward delivery contracts, the
carrying value of the loans held for sale and thevative instruments are adjusted for the chandair value during
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the time the hedge was deemed to be highly effeclitie effective portion of the derivative gainass as well as the offsetting hedged item
loss or gain attributable to the hedged risk acegaized in the statement of operations as a coermaf revenue when each loan is sold. The
net of these adjustments represent the ineffeptivgon of highly effective hedges which is alscorled as a component of revenue. If it is
determined that the hedging relationship is nohligffective, hedge accounting is discontinued.e?hedge accounting is discontinued, the
affected loans held for sale are no longer adjuistethe changes in fair value. However, the changdair value of the derivative instruments
are recognized in current earnings as a comporieatenue. The fair value of the derivative instents are recorded in "Other current assets"
and/or "Other accrued liabilities" in the accompagyconsolidated balance sheets. In 2005, the Coynpcognized a $1.4 million loss related
to hedge ineffectiveness and a $0.1 million galateel to changes in the fair value of derivativeiaments when hedge accounting was
discontinued.

IRLCs are accounted for as derivative inmstents and, therefore, are required to be recartiéadr value, with changes in fair value
reflected in current period earnings. To managerttezest rate risk associated with the IRLCs,Gloenpany uses derivative instruments,
including mortgage forward delivery contracts. Tdhesstruments do not qualify for hedge accountifite changes in fair value of these
instruments for the year ended December 31, 20€8tesl in a net loss of $0.4 million which has besrognized as a component of revenu
the accompanying consolidated statement of op&satio

The fair values of derivative financial insnents at LendingTree Loans are impacted by mewtsrin market interest rates. Changes in
the fair value of the derivative financial instrum&would substantially be offset by changes inf#lirevalue of the items for which risk is bei
mitigated. As of December 31, 2005 if market ins¢rates had increased by 100 basis points thegatg fair value of the derivative financial
instruments and the hedged items at LendingTread vmuld have decreased by $2.0 million. As of Dalwer 31, 2005 if market interest ra
had decreased by 100 basis points the aggregatefae of the derivative financial instruments dhe hedged items at LendingTree Loans
would have decreased by $1.0 million.

The Company formally designates and docusna@hhedging relationships as either fair valeddes or cash flow hedges, as applicable,
and documents the objective and strategy for uakieig the hedge transaction.

Foreign Currency Exchange Risk

The Company conducts business in certagiga markets, primarily in the European Union &@ahada. The Company's primary
exposure to foreign currency risk relates to investts in foreign subsidiaries that transact busiirea functional currency other than the U.S.
Dollar, primarily the Euro, British Pound Sterliagd Canadian Dollar. However, the exposure is ati¢id since the Company has generally
reinvested profits from international operation®ider to grow the businesses.

As the Company increases its operatiomstérnational markets it becomes increasingly egdds potentially volatile movements in
currency exchange rates. The economic impact eénay exchange rate movements on the Company i@ lofked to variability in real
growth, inflation, interest rates, governmentalatt 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'sratésnal businesses into U.S. dollars affects
yea-over-year comparability of operating results. Higtally, the Company has not hedged translatisksrbecause cash flows from
international operations were generally reinvetedlly.
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Foreign exchange gains and losses wermatarial to the Company's earnings in 2005 and 20804#vever, the Company periodically
reviews its strategy for hedging transaction ridtee Company's objective in managing its foreigahexge risk is to minimize its potential
exposure to the changes that exchange rates maghtdn its earnings, cash flows and financial posit

During the second quarter of 2003, ondnef@ompany's foreign subsidiaries entered inteeyear foreign exchange forward contract
with a notional amount of $38.6 million which wesed to hedge against the change in value of difiadenominated in a currency other than
the subsidiary's functional currency. Foreign exgjegare-measurement gains and losses related totiieact and liability are recognized each
period in the statements of operations and aretifig. The change in fair value of this foreigrtleange forward contract at December 31,
2005 resulted in an unrealized loss of $5.1 million

Equity Price Risk

The Company has a minimal investment intgaecurities of publicly traded companies. Thiesestments, as of December 31, 2005,
were considered available-for-sale and includdadrng-term assets with the unrealized gain defeased component of shareholders' equity. It
is not customary for the Company to make significamestments in equity securities as part of itgketable securities investment strategy.

Following the Spidff, derivative liabilities were created due to I&®bligation to deliver shares of both IAC and &gtja common stoc
upon conversion of the Convertible Notes and eserof certain IAC warrants. Derivative assets vedse created due to Expedia's contractual
obligation to deliver shares of Expedia commonlstod AC upon conversion by the holders of the Gantible Notes and upon exercise of the
warrants. Both the derivative liabilities and dative assets are marked to market each quartethanthanges in fair values, which are based
upon changes in both IAC and Expedia common strekrecognized in current earnings as a compori@ther income (expense).
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Item 8. Consolidated Financial Statements and SupplementBrgta

Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of
IAC/InterActiveCorp

We have audited the accompanying cons@itbtlance sheets of IAC/InterActiveCorp and subsi&s as of December 31, 2005 and
2004, and the related consolidated statementserhtipns, shareholders' equity, and cash flowedah of the three years in the period ended
December 31, 2005. Our audits also included thenfifal statement schedule listed in the Indexea 115(a). These financial statements and
financial statement schedule are the responsilgifihhe Company's management. Our responsibility express an opinion on these financial
statements and the financial statement schedutsllgasour audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementereed to above present fairly, in all materialpests, the consolidated financial position of
IAC/InterActiveCorp and subsidiaries at DecemberZ105 and 2004, and the consolidated results afgerations and its cash flows for each
of the three years in the period ended Decembe2(®15, in conformity with U.S. generally acceptedaunting principles. Also, in our
opinion, the related financial statement scheduleen considered in relation to the basic consadédihancial statements taken as a whole,
presents fairly in all material respects the infation set forth therein.

We also have audited, in accordance wighstandards of the Public Company Accounting Ogbtdoard (United States), the
effectiveness of IAC/InterActiveCorp's internal tiarh over financial reporting as of December 31020based on criteria established in
Internal Control—Integrated Framework issued byGenmittee of Sponsoring Organizations of the TweadCommission and our report
dated March 8, 2006 expressed an unqualified opitiiereon.

/sl Ernst & Young LLP

New York, New York
March 8, 2006
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IAC/INTERACTIVECORP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Product sale
Service revenu

Net revenue
Cost of sale—product sale
Cost of sale—service revenu

Gross profit
Selling and marketing expen
General and administrative expet
Other operating expen:
Amortization of no-cash compensation exper
Amortization of cable distribution fet
Amortization of no-cash distribution and marketing expe!
Amortization of intangible:
Depreciation expens
Goodwill impairment
Merger cost:

Operating income (los:
Other income (expense
Interest incomt
Interest expens
Gain on sale of VUE interes
Equity in income (losses) of VU
Equity in income of unconsolidated affiliates anbey

Total other income (expense), |

Earnings (loss) from continuing operations befoime taxes and

minority interest
Income tax (expense) bene
Minority interest in income of consolidated subaiiis

Earnings from continuing operations
Gain on sale of EUVIA, net of te
Income from discontinued operations, net of

Earnings before preferred dividends
Preferred dividend

Net earnings available to common shareholdel

Earnings (loss) per share from continuing operatios:
Basic earnings (loss) per common st
Diluted earnings (loss) per common sh

Net earnings per share available to common sharehu#rs:
Basic earnings per common sh
Diluted earnings per common shi

Years Ended December 31

2005 2004 2003
(In thousands, except per share date

$ 3,295,89' $ 2,469,15. $ 2,313,68!
2,457,77. 1,719,122 1,509,80!
5,753,67. 4,188,27! 3,823,48!
1,979,13. 1,487,61! 1,396,07
1,149,041 908,63( 852,29:
2,625,50! 1,792,03: 1,575,12!
948,76: 575,75« 491,44°
666,04 493,66 443,00t
122,85: 87,25¢ 65,73¢
137,53 70,32¢ 32,40¢
70,40: 69,23: 67,45¢
— 1,30z 9,45¢
186,51 185,38¢ 186,67
149,16} 144 ,57¢ 140,58:
— 184,78( —
— — 96
344,22¢ (20,24 138,26:
141,10 170,18: 147,52¢
(77,672 (68,367 (80,109
523,48 — —
21,96( 16,18¢ (224,469
38,57¢ 34,53¢ 11,21¢
647,45¢ 152,53¢ (145,83))
991,68! 132,29: (7,5772)
(391,06¢) (74,266 24,211
(2,229 (3,159 (5,939
598,38 54,86 10,70¢
70,152 — —
207,61 109,99 156,68"
876,15( 164,86: 167,39¢
(7,93¢) (13,059 (13,055
$ 868,21: $ 151,80¢ $ 154,34:
]
$ 1.7¢ $ 01z $ (0.01)
$ 1.6¢ $ 011 $ (0.01)
$ 264 % 044 $ 0.51
$ 24¢ $ 041 $ 0.51

The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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IAC/INTERACTIVECORP AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31 December 31
2005 2004

(In thousands, except share date

ASSETS

CURRENT ASSETS:
Cash and cash equivale $ 987,08( $ 999,69¢
Restricted cash and cash equivalt 93,56! 41,377
Marketable securitie 1,488,05! 2,409,74!
Accounts and notes receivable, net of allowancg34{093 and $19,150,
respectively 487,96¢ 353,57¢
Loans available for sale, n 372,51. 206,25¢
Inventories, ne 337,18t 240,91
Deferred income taxe 66,672 107,22(
Other current asse 154,45; 440,02¢
Current assets of discontinued operati 6,03¢ 316,94

Total current asse 3,993,52 5,115,76
Property, plant and equipment, | 567,40¢ 427,25
Goodwill 7,351,70! 5,361,82!
Intangible assets, n 1,558,18! 1,054,30:
Long-term investment 122,31: 1,469,02
Preferred interest exchangeable for common < — 1,428,53!
Other nor-current asset 324,15¢ 172,69¢
Non-current assets of discontinued operati 47C 7,369,46!
TOTAL ASSETS $ 13,917,76 $ 22,398,86

The accompanying Notes to Consolidated Financite8tents are an integral part of these statements.
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IAC/INTERACTIVECORP AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31, December 31,
2005 2004

(In thousands, except share data)

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Current maturities of lor-term obligations and sh-term borrowings $ 375,27¢ $ 562,95!
Accounts payable, trac 327,14 259,51(
Accounts payable, client accoul 269,34« 176,92:
Deferred revenu 123,26° 99,25¢
Income taxes payab 517,01¢ 56,67
Other accrued liabilitie 601,00¢ 426,26¢
Liabilities held for sal¢ — 295,77
Current liabilities of discontinued operatic 19,93¢ 1,015,08:

Total current liabilities 2,232,99 2,892,43!
Long-term obligations, net of current maturit 959,41( 796,71!
Other lon¢-term liabilities 222 ,55¢ 101,33:
Non-current liabilities of discontinued operatic 92¢ 423,52:
Deferred income taxe 1,265,53! 2,130,38!
Common stock exchangeable for preferred inte — 1,428,533l
Minority interest 5,514 20,63¢

SHAREHOLDERS' EQUITY:

Preferred stock $.01 par value; authorized 100@@shares; 846 and

13,118,182 shares issued and outstan — 131
Common stock $.001 par value; authorized 1,6000@@shares; issue

398,992,572 shares and outstanding 292,221,858stiacluding 144,698 sha

of restricted stoc 39¢ —
Class B convertible common stock $.001 par valuthaized 400,000,000
shares; issued 32,314,998 shares and outstandin@2%98 share 32 —

Common stock $.01 par value; authorized 1,600,@@ghares; issue
348,491,650 shares and outstanding 316,509,778shacluding 154,326 sha

of restricted stoc — 3,48t
Class B convertible common stock $.01 par valuthaized 400,000,00
shares; issued and outstanding 32,314,998 s — 323
Additional paic-in capital 14,341,66 14,062,60
Retained earning 128,07¢ 2,428,76!
Accumulated other comprehensive inco 26,07: 81,05!
Treasury stock 106,770,717 and 31,981,875 shagsectively (5,260,42) (1,966,05)
Note receivable from key executive for common stisskiance (4,999 (4,999
Total shareholders' equi 9,230,82! 14,605,30
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 13,917,76 $ 22,398,86

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

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Note
Class B Class B Receivable
Convertible Convertible
Preferred Common Common Common From
Stock Stock Stock  Common Stocl Stock Key
$.01Par  $.001Par $.001 Par $.01 Par Aceum Exﬁg‘rjt"’e
Value Value Value $.01 Par Value Value Addit. Other Common
Paid-in Retained Comp. Treasury Stock
Total $ Shares $ Shares $ Shares $ Shares $ Shares Capital Earnings Income Stock Issuance
(In thousands)
Balance as of December 31, 20( $ 7,931,46: $131 13,11¢ $— — $— — $1,961 196,16° $32% 32,31f $ 5,943,42° $2,122,61. $15,69" $ (147,68)$ (4,99¢)
Comprehensive incom
Net earnings for the year end
December 31, 20C 167,39t - — - — — — - — — — 167,39t — — —
Decrease in unrealized gains in
available for sale securitic (3,010 — — — — — — —  — — — — (3,010 — —
Foreign currency translatic 24,64¢ — — — — — — —_ - — — —  24,64¢ — —
Net loss on derivative contrac (440) — — — - — — — - — — — (440) — —
Comprehensive incon 188,59!
Issuance of securities in connect
with the Ticketmaster merg 867,79¢ — — — — — 227 22,73t — — 867,57. — — — —
Issuance of securities in connect
with the uDate transactic 132,89: — — — — — 27 2,74C — — 132,86! — — — —
Issuance of securities in connect
with the Hotels.com merg: 1,179,30 — — — — — 22z 22,15¢ — — 1,179,081 — — — —
Issuance of securities in connect
with the Liberty preemptive 1,165,87! — — — — — 244 2435, — — 1,165,63! — — — —
Issuance of securities in connect
with the Expedia.com merg 3,569,401 — — — — — 504 50,38 — — 3,568,891 — — — —
Issuance of securities in connect
with the LendingTree transactit 720,68! — — — — — 94 9,38 — — 720,59: — — — —
Issuance of securities in connect
with the Hotwire.com transactic 5,84¢ — — — — — — —_ — — 5,84¢ — — — —
Issuance of common stock upon
exercise of stock options, vesting
restricted stock units and ot 279,82 — — —_ — — 11€ 11,58 — — 279,71: — — — —
Income tax benefit related to the
exercise of stock options, vesting
restricted stock units and otf 107,85! — — — — — — —_ — — 107,85! — — — —
Purchase and cancellation of
warrants (440,04 — — —_ = — — — - — (440,04 — — — —
Dividends on preferred sto« (13,059 — — — — — — —  — — — (13,059 — — —
Amortization of non-cash
compensatiol 107,20( — — —_ — — — —_ — — 107,20( — — — —
Purchase of treasury sto (1,388,069 — — —_ = — — — - — — — — (1,388,06) —
Balance as of December 31, 20( $14,415,58 $131 13,11¢ $— — $— — $3,39t 339,50 $32: 32,31f $13,638,64 $2,276,95. $36,89¢ $(1,535,75)$  (4,99¢)
Comprehensive incom
Net earnings for the year end
December 31, 20C 164,86: - — - — — — - — — — 164,86: — — —
Increase in unrealized gains in
available for sale securitit 17,10« —_ — —_ — — — —_ — — — — 17,10 — —
Foreign currency translatic 28,02: — — — — — — —_ - — — — 28,02 — —
Net loss on derivative contrac 970 — — — - — — — - — — — (970) — —
Comprehensive incon 209,01t
Issuance of common stock upon
exercise of stock options, vesting
restricted stock units and ot 170,48! —_ — —_ — — 9C 8,98 — — 170,39! — — — —
Income tax benefit related to the
exercise of stock options, vestinc
restricted stock units and otf 12,35: — — — — — — —_ - — 12,35: — — — —
Dividends on preferred sto¢ (13,059 — — — — — — —  — — — (13,059 — — —
Amortization of non-cash
compensatiol 241,21 — — —_ — — — —_ — — 241,21« — — — —
Purchase of treasury sto (430,29 — — —_ = — — — - — — — — (430,299 —
Balance as of December 31, 20( $14,605,30 $131 13,11¢ $— — $— — $3,48t 348,49. $32: 32,31f $14,062,60 $2,428,76! $81,05. $(1,966,05)$  (4,99¢)
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IAC/INTERACTIVECORP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (CO NTINUED)

Note
Class B Class B Receivable
Convertible Convertible
Preferred Common Common Common From
Stock Stock Stock Stock Key
$.01 Par  $.001Par  $.001 Par Common Stock  $.01 Par Accum Exﬁg‘rjt"’e
Value Value Value $.01 Par Value Value Addit. Other Common
Paid-in Retained Comp. Treasury Stock
Total $ Shares $ Shares $ Shares $ Shares $ Shares Capital Earnings Income  Stock Issuance
(In thousands)
Comprehensive incom
Net earnings for the year end
December 31, 20C 876,15( — — - — — — — — - — — 876,15( — — —
Increase in unrealized losses in
available for sale securiti (22,709 — — — — - — — —_ - — — — (22,709 — —
Foreign currency translatic (31,71 — — — —  — — — —  — — — — (31,719 — —
Net loss on derivative contrac (554 — — — — - — — —_ - — — — (5549 — —
Comprehensive incorr 821,17.
Issuance of common stock upol
exercise of stock options, vestir
of restricted stock units and ott 32,427 — — 7 7,15 — — 54 545¢ — — 32,36¢ — — — —
Income tax benefit related to the
exercise of stock options, vestir
of restricted stock units and ot 75,82( — —_ - —_ — — — —_ - — 75,82( — — — —
Dividends on preferred sto« (7,93 — — — — - — — —_ - — — (7,93¢ — — —
Amortization of non-cash
compensatiol 192,26t — —  — —_ — — — —_ - — 192,26t — — — —
Sale of VUE interest 33,627 — - — - — — — - — — 1,428,53 — — (1,394,90) —
Issuance of securities in
connection with the Ask
acquisition 1,736,78 — — - — — — 37¢ 37,85t — — 1,736,400 — — — —
Issuance of common stock in
connection with conversion of
convertible notes and exercise ¢
certain warrant 3,507 — — - 37 — — — — - — 3,507 — — — —
Recapitalization of common sto
() — - — 392391,80t 32 32,31f (3,91¢)(391,801) (323)(32,31% 3,817 — — — —
Redemption of preferred sto (655,727 (131)(13,117) — - — — — - — — (655,59¢) — — — —
Spin-Off of Expedia to
shareholder (5,812,35) — —_ - —_ — — — — - — (2,643,45) (3,168,89i) — — —
Recognition of derivatives relate
to convertible notes and certain
warrants, ne 105,40( — — - — - — — — - — 105,40( — — — —
Purchase of treasury sto (1,899,46) — — — — - — — — - — — — — (1,899,46) —
Balance as of December 31, 20 $ 9,230,82 $ — 1 $39€398,99: $ 32 32,31t$ — —$ — — $14,341,66 $ 128,07t $ 26,07% $(5,260,42)$  (4,99¢)

Accumulated other comprehensive income, net ofsaomprised of unrealized (losses) gains on aviailtor sale securities of $(5,160), $17,549 andbB$4t December 31, 2005,
2004, and 2003, respectively, foreign currencysiation adjustments of $33,197, $64,912 and $36a8@ecember 31, 2005, 2004, and 2003, respectiaaty net losses from derivative
contracts of $(1,964), $(1,410) and $(440) at Ddmmn31, 2005, 2004, and 2003, respectively.

(@)

The recapitalization of common stock entitled tio&br to exchange (i) each share of IAC $0.01 péwerzcommon stock into one share of IAC $0.001vpare common stock and

1/100 of a share of IAC Series 1 Mandatory Exchab@gePreferred Stock that automatically exchangexidne share of Expedia $0.001 par value commawk sinmediately
following the Spin-Off and (ii) each share of IAQ.81 par value Class B common stock into one sbiaiC $0.001 par value Class B common stock ad@@/bf a share of IAC
Series 2 Mandatory Exchangeable Preferred Stoclatitamatically exchanged into one share of Exp$@i@01 par value Class B common stock immedidtdlgwing the Spin-
Off. The approximately 31 million shares of IAC &erl Mandatory Exchangeable Preferred Stock echilion shares of IAC Series 2 Mandatory Exchaiije Preferred Stock
that were issued in respect of IAC common stockla@iClass B common stock held as treasury stodlewedeemed prior to their exchange into Expedi@esh IAC had no
ownership interest in Expedia after the Spin-Off.

The accompanying Notes to Consolidated FinancetkeBtents are an integral part of these statements.

79




IAC/INTERACTIVECORP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2005 2004 2003

(In thousands)

Cash flows from operating activities attributable © continuing operations:

Earnings before preferred divider $ 876,15( $ 164,86. $ 167,39t
Less: discontinued operations, net of (277,76)) (109,99 (156,68
Earnings from continuing operations 598,38" 54,86° 10,70¢

Adjustments to reconcile earnings from continuipgmtions to net cash (used in) provided by
operating activities attributable to continuing mg®ns:

Depreciation and amortization of intangib 335,67t 329,96 327,25¢
Goodwill impairment — 184,78( —
Amortization of no-cash compensation exper 137,53 70,32¢ 32,40¢
Amortization of cable distribution fet 70,40: 69,23 67,45:
Amortization of no-cash distribution and marketing expe — 1,30z 9,45¢
Deferred income taxe (1,068,82)) (10,589 (113,179
Gain on sales of loans held for s (179,02¢) (7,859 —
Loss on retirement of bont — — 8,63¢
Gain on sale of VUE interes (523,48 — —
Equity in (income) losses of unconsolidated aftdi including VUE, net of dividenc (44,34¢) (31,867 220,83.
Non-cash interest incorr (17,579 (41,709 (36,46%)
Minority interest in income of consolidated subaiits 2,22¢ 3,15¢ 5,93:
Increase in cable distribution fe (24,01)) (20,099 (27,329
Changes in current assets and liabilit
Accounts and notes receival (60,567) (33,455 (30,589
Origination of loans held for sale, net of prindipayments (7,381,43) (246,249 —
Proceeds from sales of loans held for : 7,394,20! 229,86! —
Inventories 1,81¢ (23,019 (6,13¢)
Prepaids and other ass (34,139 (5,713 1,75z
Accounts payable and accrued liabilit 606,56¢ (78,365 127,30¢
Deferred revenu 33,557 28,48" 61,71¢
Funds collected by Ticketmaster on behalf of cienet 70,88¢ 15,33t 1,682
Other, ne 9,84¢ 15,24] (40,549
Net cash (used in) provided by operating activitieattributable to continuing operations (72,29¢) 503,65t 620,91!

Cash flows from investing activities attributable b continuing operations:

Acquisitions, net of cash acquir (693,389) (234,747 (387,129
Capital expenditure (241,469 (167,790 (138,51)
Purchases of marketable securi (2,158,69) (3,368,12)) (5,937,94)
Proceeds from sales and maturities of marketalolgrsies 3,124,14! 2,647,50 5,370,88.
(Increase) decrease in Ic-term investments and notes receive (32,3679 13,28 (9,22%)
Proceeds from sale of VUE intere 1,882,29. — —
Proceeds from sale of EUVI 183,01¢ — —
Other, ne 21,93¢ 7,83¢ 36,58¢
Net cash provided by (used in) investing activitieattributable to continuing operations 2,085,47. (1,102,03) (1,065,33)

Cash flows from financing activities attributable t continuing operations:

Borrowings 80,00( — —
Borrowings under warehouse lines of cre 7,217,32 243,72: —
Repayments of warehouse lines of cri (7,054,48) (218,52)) —
Principal payments on lo-term obligations (400,20() (1,479 (28,037
Purchase of treasury sto (1,848,25)) (430,29 (1,387,46)
Repurchase of not¢ — — (101,379
Purchase of Vivendi warran — — (407,399
Tax withholding payments on retired Expedia wars: — — (32,24
Issuance of common stock, net of withholding taeestock options (19,887 147,28: 1,430,05:
Redemption of preferred sto (655,72 — —
Preferred dividend (9,569 (13,059 (13,055
Other, ne (14,529 8,68¢ 14,23.
Net cash used in financing activities attributablego continuing operations (2,705,33)) (263,659 (525,29()
Total cash used in continuing operations (692,15 (862,03Y) (969,70)
Net cash provided by operating activities attributdle to discontinued operations 753,65¢ 736,69: 567,36!
Net cash (used in) provided by investing activitieattributable to discontinued operations (1,236 350,39! (704,13))
Net cash (used in) provided by financing activitiesittributable to discontinued operations (45,73¢%) 5,63¢ (42,35()
Total cash provided by (used in) discontinued opetans (Revised—See Note 2) 706,68¢ 1,092,72 (179,11)
Effect of exchange rate changes on cash and casveénts (27,14%) 9,39( 14,58¢
Net (decrease) increase in cash and cash equivaent (12,61%) 240,08: (1,134,23))

Cash and cash equivalents at beginning of p¢ 999,69¢ 759,61 1,893,85:




Cash and cash equivalents at end of period $ 987,08( $ 999,69¢ $ 759,61°
| |

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1—ORGANIZATION

IAC/InterActiveCorp operates leading andedsified businesses in sectors being transforngettidvinternet, online and offline...our
mission is to harness the power of interactivityrtake daily life easier and more productive forgle@ll over the world. IAC operates a
diversified portfolio of specialized and global bds in the following sectors:

. Retailing, which includes the U.S. and Internatioeporting segments;

. Services, which includes the Ticketing, LendingaRestate, Teleservices and Home Services repasggments;
. Media & Advertising; anc

. Membership & Subscriptions, which includes the \texres, Personals and Discounts reporting segments.

IAC enables billions of dollars of consurtfrect transactions and advertising for producis services via interactive distribution
channels. IAC/InterActiveCorp is referred to herageither IAC or the Company.

Prior to the commencement of trading on #gi®, 2005, IAC completed the separation of dsef businesses into an independent public
company. We refer to this transaction as the "&pifi-and to the new company that holds IAC's forriravel and travel-related businesses as
"Expedia.” Immediately prior to the Spin-Off, IAGfected a one-for-two reverse stock split. Sinaedbmpletion of the Spin-Off:

. IAC continues to operate and/or manage its remgihirsinesses and investments, primarily consistfrige sectors referred
above; and
. Expedia consists of the travel and travel-relatesiriesses and investments that IAC operated (ttharinterval and TV Travel

Shop, which were not spun-off by IAC with Expedia).

In June 2005, the Company sold its 48.6%eship in EUVIA. In addition, during the secondagter of 2005, TV Travel Shop ceased
operations.

Accordingly, the results of operationstestaents of position and cash flows of Expedia, EN¥hd TV Travel Shop have been presented
as discontinued operations for all periods preserarther, all IAC common stock share informatiord related per share prices have been
adjusted to reflect IAC's one-for-two reverse steplht.

2005 Developments

On July 19, 2005, IAC completed the acdiaisiof Ask Jeeves, Inc. ("Ask"), a leading providé world-class information retrieval
technologies, brands and services that are avaitaliionsumers across a range of platforms, inofudéstination websites, downloadable
search-based applications and portals. Under thestef the agreement, IAC issued 1.2668 share8.6&34 of a share, adjusted to reflect
IAC's one-for-two reverse stock split in August 8Dof IAC common stock for each share of Ask comraturtk in a tax-free transaction
valued as of the date of the agreement at appraelyn®1.7 billion net of cash acquired. On May 803, IAC completed the buy back of
26.4 million shares of IAC common stock throughgiteviously authorized share repurchase programssd shares represent approximately
sixty percent of the number of fully diluted shat&€ issued for the Ask acquisition, thus effecliveffsetting a substantial portion of the
dilution from the Ask transaction. Ask
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is reported in IAC's Media & Advertising sector amgborting segment. Ask recently changed its cajgoname to IAC Search & Media, Inc.
("IAC Search & Media"), which change will have mopact on its various brand names.

On June 7, 2005, IAC completed a transaatiith NBC Universal in which IAC sold its commondpreferred interests in Vivendi
Universal Entertainment LLLP ("VUE"), a joint vem&uformed in May 2002 between the Company and \dvemiversal, S.A., for
approximately $3.4 billion in aggregate considenati

On April 1, 2005, IAC completed its acqtiem of Cornerstone Brands, Inc. ("Cornerstone Be&d)) a portfolio of leading print catalogs
and online retailing sites that sell home prodacid leisure and casual apparel, for approximatéhbdnillion, principally in cash. Cornersto
Brands is reported in the U.S. segment of IAC'saleg sector.

Retailing
u.s.

Retailing U.S. markets and sells a widgyeaof third party and private label merchandisedaly to consumers through television home
shopping programming, which consists of the HSN Angkrica's Store television networks; catalog ssrwj which consist primarily of the
Cornerstone Brands portfolio of leading print caggsl; and websites, which consist of HSN.com anddwd websites operated by Cornerstone
Brands.

International

International consists of HSE-Germany, Wtoperates a German-language television home shgppisiness that is broadcast 24 hours a
day, seven days a week, in Germany, Austria antz8dand, as well as minority interests in homepgliog businesses in Japan and China.

Services
Ticketing

Ticketing consists of Ticketmaster, a legdbrovider of online and offline ticketing serécdicketmaster and its affiliated brands and
businesses provide these services through Tick&gmawned affiliated websites, call centers andpehdent retail outlets, serving many of
the foremost venues, entertainment facilities, mt@rs and professional sports franchises in theéedrtates and abroad, including Australia,
Canada, Denmark, Finland, Germany, Ireland, théa&tttnds, New Zealand, Norway, Sweden and the Wikitegdom. Ticketmaster is also a
party to a joint venture with a third party to piae ticket distribution services in Mexico and hses its technology in Mexico and other Latin
American countries. In April 2005, Ticketmaster aicgd the remaining interest in its Australian joienture. Accordingly, the Company be
to consolidate the results of the Australian jei@tture effective April 2005.

Lending

Lending consists of businesses that offeding and lending-related products and servicesitih online exchanges that connect
consumers and service providers in the lendingstiguother Lending-
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owned and affiliated websites and the telephonadirg's businesses also originate, process, apmdéund various residential real estate
loans under two brand names, LendingTree LoandHamae Loan Center (collectively, "LendingTree Logns"

Real Estate

Real Estate primarily consists of Realkestatm, an online network that connects consumetsneal estate agents and brokerages arounc
the country, as well as iNest, an online providereal estate services in the case of newly coottcihomes.

Teleservices

Teleservices consists of PRC, LLC, a leggirovider of contact center outsourcing serviogsnaging customer relationships for brand-
focused corporations through its global networkeriters. PRC uses its industry-specific businessgss expertise and enabling technologies
to support the brand experience and customersaktlip management strategies of its clients.

Home Services

Home Services consists primarily of SerMegic, a leading online marketplace that connegtsumers with pre-screened, customer-
rated home service professionals by way of itsoaripatent-pending, proprietary technologies. $eMagic acquired ImproveNet in
August 2005 and these two businesses have intelgtage operations.

Media & Advertising

Media & Advertising consists of IAC Sea&tMedia, formerly known as Ask Jeeves, Inc., a jev of information search and related
services, and Citysearch, a network of local citidg websites. IAC Search & Media provides inforimatearch services to computer users
through Ask-Global, which includes Ask.com and otheprietary websites; provides downloadable caresuapplications, distributes search
boxes and operates content-rich portals through@a@sumer Applications and Portals; and provides#iing services through IAC
Advertising Solutions.

Membership & Subscriptions
Vacations

Vacations consists of Interval, a leadingmmbership-services company providing timeshareaxgh and other value-added programs to
its timeshare-owning members and resort developerkiwide.

Personals

Personals consists primarily of Match.caswell as uDate.com and related brands, all ofkvbffer single adults a private and
convenient environment for meeting other singleltasdhrough their respective websites, as welhasugh Match.com's affiliated networks.
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Discounts

Discounts consists of Entertainment Pulibeces, a leading marketer of coupon books, discmunerchant promotions and Sally Foster
Gift Wrap. Entertainment Publications serves mayommarkets and does business with tens of thaissahlocal merchants, as well as
national retailers.

Discontinued Operations

As noted above, the results of operationssdatements of position of Expedia, EUVIA and Thavel Shop are presented as discontinued
operations for all periods presented. In additchmjng the second quarter of 2003, USA Electroroen@erce Solutions ("ECS"),
Styleclick, Inc. and Avaltus, Inc., a subsidiaryRRRC, ceased operations. Accordingly, the restiligperations, statements of position and cash
flows of these businesses are presented as disuedtbperations for all periods presented.

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidation

The consolidated financial statements idelthe accounts of the Company and all entitiesateawholly-owned by the Company and
entities that are not variable interest entitiesare voting-controlled subsidiaries or affiliatfgthe Company. Intercompany transactions and
accounts have been eliminated.

Investments in which the Company owns a 2006 not in excess of 50%, interest and wherartexercise significant influence over the
operations of the investee, are accounted for ubia@quity method. In addition, partnership indésgincluding IAC's ownership in VUE until
its sale in June 2005) are recorded using theyeméthod. All other investments are accounted &mngithe cost method. The Company
periodically evaluates the recoverability of inveshts recorded under the cost method and recodoisss if a decline in value is determined
to be other-than-temporary.

In January 2003, the Financial Accountitgn8ards Board ("FASB") issued Interpretation 4Borisolidation of Variable Interest
Entities” ("FIN 46™). FIN 46 significantly changeke accounting for and disclosure of variable ies¢entities. Under FIN 46, a business
enterprise that has a controlling financial interesa variable interest entity would include treiable interest entity's assets, liabilities and
results of operations in its consolidated finanstatements. FIN 46 is different from what had bésengeneral practice of consolidating only
those entities in which an enterprise has a cdimgoloting interest. In December 2003, the FAS&iied a revision to FIN 46 ("FIN 46R") and
delayed the required implementation date of FINat@ntities that are not special purpose entitigd March 2004. The Company adopted
FIN 46R as of March 31, 2004. The adoption of FBNaéd FIN 46R did not have a material effect onGenpany's consolidated financial
position or results of operations.
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Revenue Recognitior
Retailing

Revenues from retailing primarily consiteerchandise sales and are reduced by incentsoudlints and sales returns to arrive at net
sales. Revenues are recorded when products ageshiwhich for merchandise shipped from Companyaipd facilities, is measured upon
receipt of a shipment confirmation from its waresetacility, and for products shipped directly hy @endors to our customers, upon receipt
of a shipment confirmation from the vendor. RetgjllU.S.'s sales policy allows customers to generaturn most merchandise (within 30 d
of receipt in the case of HSN merchandise) forllaréfiund or exchange, subject in some cases togkisg fees and exceptions for custom
merchandise in the case of Cornerstone BrandswAhaes for returned merchandise and other adjussngiecluding reimbursed shipping and
handling costs) are provided based upon past exqpeei The Company believes that actual returnsSiN Hroduct sales have not materially
varied from estimates in any of the financial stedat periods presented. Retailing U.S.'s estimatenin rates were 16.5% in 2005, 16.2% in
2004 and 17.7% in 2003. During 2005, Retailing oomied its revenue recognition policies to recorreie when products are shipped.
During 2004 and 2003, Retailing U.S. recognizectnere upon credit card authorization, which occuarg if the goods were in stock.

Services
Ticketing

Revenue from Ticketmaster is recorded aptébasis and primarily consists of revenue frarketing operations which is recognized as
tickets are sold, as the Company acts as an agémse transactions. Interest income is earnddrafs that are collected from ticket
purchasers and invested until remittance to thdéicgipe clients. As the process of collecting, lagdand remitting of these funds is a critical
component of providing service to these clients,ittierest earned on these funds is included iemess.

Lending
LendingTree

LendingTree's exchange revenue principalbresents transmission fees and closed-loan ted$p lenders that received a transmitted
loan request or closed a loan for a consumer ttiginated through one of LendingTree's websitesffiliates. Transmission fees are
recognized at the time qualification forms are $raiited, while closed-loan fees are recognizetiatime the lender reports the closed loan to
LendingTree, which may be several months afteqgtraification form is transmitted.

LendingTree Loans

LendingTree Loans' revenues are primasmgvetd from the origination and sale of loans. Mage and home equity loans are funded
through warehouse lines of credit and sold to learcthasers typically within thirty days. The gairlass on the sale of loans to investors is
recognized at the date the loans are sold andsiedoan the difference between the sale proceedivegtand the
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carrying value of the loans, which includes deféidman origination fees less certain direct origioracosts and other processing costs.
LendingTree Loans sells its loans on a servicihgased basis in which LendingTree Loans gives apgitht to service the loan on an ongoing
basis, thereby earning an additional premium upd® §he recognition of gain or loss on the sallaifis is accounted for in accordance with
Statement of Financial Accounting Standards ("SBHA®). 140, "Accounting for Transfers and Servicofd-inancial Assets and
Extinguishments of Liabilities."

Real Estate

Real Estate earns revenue from subscriptimhcooperative brokerage fees paid by real egtafessionals participating on its exchange.
Subscription fees are primarily recognized on tk@ration of the access to consumer leads on Reat&s website, which access is genere
one month duration. Cooperative brokerage feesemagnized when the transmission of a consumddsniration results in the purchase or
of a home and the transaction is reported closatidyparticipating real estate professional.

Teleservices

PRC recognizes revenue when services aferped. Revenue generated from up-front fees aferded and recognized over the term of
the contract.

Home Services

ServiceMagic's lead acceptance revenuerisrated and recognized when an in-network honvicegurofessional is delivered a targeted
customer lead. Additionally, ServiceMagic's activatrevenue is generated and recognized througartt@iment and activation of a new
home service professional, which is initially degéer and recognized over the estimated economiofifee network member.

Media & Advertising

The Media & Advertising segment generaez®nue from the following main sources: sales, atibn and display of paid listings,
branded advertising and other syndicated serviimesising of its search technologies and advedisiales and services. There are several
pricing plans for Internet advertisements, andvwhg in which ad revenue is earned varies among tl@Epending upon the pricing terms,
revenue might be earned every time a graphic didfgayed, every time a user clicks on an ad, etierg a user indicates interest in the
advertised topic or every time a user clicks-thioog the ad and takes a specified action on thendéisn site.

Membership & Subscription:
Vacations

Revenue, net of sales incentives, fromrirslemembership agreements is deferred and recedmzer the terms of the applicable
agreements, ranging from one to five years, omadgsit-line basis. Generally, membership agreemeatgancelable and refundable on a pro-
rata basis. Direct costs of acquiring membershipements and direct costs of sales related toreefenembership revenues are also deferred
and amortized on a straight-line basis over thdiegdgde membership terms.
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Revenues from exchange fees are recognized whenvahprovides confirmation of the vacation owngrgxchange, at which time the fee is
nonrefundable.

Personals

Subscription fee revenue is generated ftastomers who subscribe to online matchmaking sesvbon Match.com and the Company's
other personals web sites. Subscription fee reventeeognized over the period the services areiged.

Discounts

Product revenue primarily represents tie sbcoupon books, gift-wrap and other productsuigh schools, 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 prockedsthe consignee, which is when collection isused. Gift-wrap and other product
revenues are recognized when the products arecdetiv

Other
Revenues from all other sources are reeegne¢ither upon delivery or when the service ivigied.
Shipping and Handling Fees and Cos

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

Cash and Cash Equivalents

Cash and cash equivalents include caslslamd-term investments. Short-term investmentsisopsimarily of U.S. Treasury Securities,
U.S. Government agency securities and commercmpaith original maturities of less than 91 dagd anoney market instruments.

Restricted Cash

Restricted cash relates primarily to theaiming proceeds from the New York City Industiievelopment Agency Liberty Bonds
(IAC/InterActiveCorp Project), Series 2005 ("LibeBonds") financing and the collateralization otsianding letters of credit, credit facilities
and currency swap agreements. In addition, restticash also includes escrow deposits made bymastof LendingTree Settlement Servi
and LendingTree Loans which are not available && in operations. The Company expects that theinémygoroceeds from the Liberty Bon
financing will be spent during the year ending Daber 31, 2006 as qualified expenditures arise amdettled.

Marketable Securities

The Company accounts for marketable séesiiih accordance with SFAS No. 115, "Accounting@ertain Investments in Debt and
Equity Securities" ("SFAS No. 115"). The Companyests in certain marketable securities, which airmsimarily of short-to-intermediate-
term fixed income
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securities issued by the U.S. government, U.S. mowent agencies and municipalities, foreign sogetis and high-quality corporate
securities. The Company only invests in marketabtririties with active secondary or resale marte¢ensure portfolio liquidity and the abil

to readily convert investments into cash to fundeut operations, or satisfy other cash requiremastneeded. The Company also invests in
certain auction rate preferred equity and debtrigesithat have been classified as marketablergssuin the accompanying consolidated
balance sheets. All marketable securities areifiledsis available-for-sale and are reported atfalue with unrealized gains and losses, net of
tax, included in accumulated other comprehensigerite as a separate component of shareholdersy €fjué specific-identification method is
used to determine the cost of all securities an#sis by which amounts are reclassified from mctated other comprehensive income into
earnings.

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 poteimipairment of its investments. In the event tiwet 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 inguastd sector performance, changes in technology operational and financing cash flow
factors; and the Company's intent and ability ttw llbe investment. Once a decline in fair valuddtermined to be other-than-temporary, an
impairment charge is recorded and a new cost bagliie investment is established. In the first ¢eraof 2005, the Company recognized
$15.0 million of losses that were deemed to beretten-temporary related to marketable securitias were expected to be sold by the
Company to fund its cash needs related to: thercbpse of 26.4 million shares of IAC common stoséoziated with the acquisition of IAC
Search & Media; the acquisition of Cornerstone Bsand, the redemption of substantially all of I&\@referred stock for $656 million in
connection with the Spin-Off. There were no matengairment charges recorded during 2004 and 28@8.Note 11 for further discussion.

Accounts Receivable

Accounts receivable are stated at amowmsfrddm customers net of an allowance for doulatbdounts. HSN provides extended payment
terms to its customers, known as Flexpay. Flexpaffered on certain products sold by HSN. Revdauecognized at the time of the sale, at
which time HSN collects the first payment, salesaad all shipping and handling fees. Subsequdigatimns are due from customers in 30-
day increments payable automatically by credit cHISIN offers Flexpay programs ranging from 2 tot@iest-free payments. Flexpay
receivables consist of outstanding balances owezlibjomers, less a reserve for uncollectible balanthe balance of Flexpay receivables, net
of allowance, at December 31, 2005 and 2004 wa8.8Iillion and $113.0 million, respectively.

Accounts outstanding longer than the catha payment terms are considered past due. Thg@ay determines its allowance by
considering a number of factors, including the taraf time trade accounts receivable are pastttheeCompany's previous loss history, the
specific customer's current ability to pay its gbtion to the Company and the condition of the gareconomy and the industry as a whole.
The Company writes off accounts receivable wheg become uncollectible.
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Loans Held for Sale

LendingTree Loans originates residentiah®with the intent to sell them in the secondaayk®t. Loans held for sale consist primarily of
residential first and second mortgage loans theasacured by residential real estate throughouttiieed States. Loans held for sale are cai
at the lower of cost or fair value determined oraggregate basis. The cost basis of loans hekhferincludes the capitalized cost associated
with the interest rate lock commitments, deferrddination fees, deferred origination costs anddfiects of hedge accounting. The fair value
of loans held for sale is determined using cursecbndary market prices for loans with similar amg maturities and credit quality. Loans
held for sale are pledged as collateral under Lregiiee Loans' warehouse lines of credit. The ColyipdrendingTree Loans business relies
substantially on the secondary mortgage markell a$ the loans that are funded are sold into tharket.

Loan origination fees (income) and coslateel to loans originated for sale (including direasts of origination as well as payroll and
administration costs associated with the origimapioocess) are capitalized and deferred untildhe is sold. Upon sale of the loan, the
origination fees and costs are recognized as a aoem of the gain on sale of loans. Originationgoslated to unsuccessful loans are recc
as operating expenses in the period in whichdetermined that the loans will not close.

Interest on mortgage loans held for sateé¢erded to income as earned. Interest is onlyuaddf deemed collectible.

LendingTree Loans sells the loans it olddf@s to investors on a servicing released basiouiitrecourse, so the risk of loss or default by
the borrower is generally transferred to the inmedtiowever, LendingTree Loans is required by thegestors to make certain representations
relating to credit information, loan documentatand collateral. To the extent LendingTree Loansda® comply with such representations
there are early payment defaults, LendingTree Loasg be required to repurchase loans or indemhdyirivestors for losses. In connection
with a majority of its loan sales agreements, Legd@iree Loans is also responsible for a minimum remal payments to be made on each
loan. In the event the minimum number of paymergshat made by the borrower, LendingTree Loans beasequired to refund a portion of
the premium paid to it by the loan investor. AstsuaendingTree Loans records reserves for estimatess based on historical loss freque
loss severity data and current unpaid balanceseolbans sold and is calculated by loan type. terdg@ning the exposure associated with
defaults of representations made to investors, gemant evaluates the loans as a group. As of Dexe®ibh 2005 and 2004, the LendingTree
Loans loss reserve was $3.1 million and $1.1 nmili@spectively. For the year ended December 315 2@d for the period from acquisition to
December 31, 2004, LendingTree Loans charged appately $4.7 million and $0.2 million, respectivedf reserves to operating expense. In
2005, $2.7 million was written-off against the ness and no amounts were written-off against tkemees in 2004. Actual losses are charged
to the reserve when incurred and management eesltia adequacy of the reserve calculations quarter

Inventories, net

Inventories, which primarily consist ofiihed goods, are valued at the lower of cost okeiawith the cost being determined based upon
the first-in, first-out method. Cost includes frieigcertain
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warehouse costs and other allocable overhead. Miarketermined on the basis of net realizableejadiving consideration to obsolescence
and other factors. Inventories are presented nallmfances of $41.9 million and $37.9 million a@d@mber 31, 2005 and 2004, respectively.

Property, Plant and Equipment

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

Depreciation is recorded on a straight-basis to allocate the cost of depreciable assaipdrations over their estimated service lives.
Amortization of assets recorded under capital le&secluded in depreciation expense.

Depreciation

Asset Category Period

Computer and broadcast equipm 1to 10 Year:
Buildings 10 to 40 Year:
Leasehold improvemen 3 to 39 Year:
Furniture and other equipme 210 10 Year:

Goodwill and Indefinite-Lived Purchased Intangible Assets

In accordance with SFAS No. 142, "Goodwiild Other Intangible Assets" ("SFAS No. 142"), geiidacquired in business combinations
is assigned to reporting units that are expectdubteefit from the synergies of the combination fathe acquisition date. The Company asse
goodwill and indefinite-lived purchased intangibkesets for impairment annually as of October Imore frequently if circumstances indicate
impairment may have occurred. If the carrying vadfia reporting unit's goodwill exceeds its implfad value, IAC records an impairment
loss equal to the difference. SFAS No. 142 alsaireq that the fair value of indefinite-lived puasted intangible assets be estimated and
compared to the carrying value. IAC recognizesnapairment loss when the estimated fair value ofridefinite-lived purchased intangible
assets is less than the carrying value.

Long-Lived Assets and Purchased Intangible Assetsitlv Definite Lives

The Company's accounting policy regardirgassessment of the recoverability of the carryalge of long-lived assets, including
property, plant and equipment and purchased intdmgissets with definite lives, is to review thergiag value of the assets if circumstances
suggest that they may be impaired. If this reviedidates that the carrying value will not be recatde, as determined based on the projected
undiscounted future cash flows, the carrying védueduced to its estimated fair value. Amortizatid intangibles is recorded on a straigihe
basis over their estimated lives.
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Cable Distribution Fees

Cable distribution fees relate to upfraged paid in connection with multi-year cable cactsdor carriage of Retailing's domestic and
international programming. These fees are amortized straight-line basis over the terms of thpeetve contracts.

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 financéatuments deemed appropriate by management. Asfigstrisk management strategy, the
Company uses derivative instruments, includingrésgerate 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 reduaiagility of earnings and protecting fair valugsagsets and liabilities. Derivative positions
are used only to manage underlying exposures of IAC does not use derivative financial instrumeotsspeculative purposes. The Comp
formally designates and documents all of its heglgélationships as either fair value hedges or fiashhedges, as applicable, and documents
the objective and strategy for undertaking the leddgnsactions. IAC applies hedge accounting baped the criteria established by SFAS
No. 133, "Accounting for Derivative Instruments adeldging Activities" ("SFAS No. 133"). The Compargecognizes all derivativ
instruments at fair value. Changes in the fair gdite., gains or losses) of the derivatives acenged each period in the statement of opera
or other comprehensive income (loss). For a devieatesignated as a cash flow hedge, the gainssrda the derivative is initially reported ¢
component of other comprehensive income (loss)sabdequently reclassified into the statement ofaijmms when the hedged transaction
affects earnings. For a derivative designatedfas &alue hedge, the gain or loss on the deriesitivthe period of change and the offsetting
loss or gain of the hedged item attributed to théged risk are recognized in the statement of tipeg See Note 17 for a full description of
IAC's derivative financial instruments, includingrivatives created in the Spin-Off.

Advertising

Advertising costs are expensed in the pdriourred (when the advertisement first runs f@dpiction costs that are initially capitalized)
and principally represent offline costs, includietevision and radio advertising, and online adseng costs, including fees paid to search
engines and distribution partners. Advertising exgeefor the years ended December 31, 2005, 2002G0®Iwas $395.3 million,
$224.4 million and $148.4 million, respectively.

Income Taxes

The Company accounts for income taxes utideliability method, and deferred tax assetslelities 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. A valuatitowaince is provided
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on deferred tax assets if it is determined thet more likely than not that the deferred tax agsgkinot be realized. The Company records
interest on potential tax contingencies as a corapbof income tax expense and records interesifraty applicable related income tax
benefit.

Earnings (Loss) Per Share

Basic earnings per share ("Basic EPS"pisputed by dividing net earnings available to comrsbareholders by the weighted average
number of common shares outstanding during thegebiluted earnings per share ("Diluted EPS")aetff the potential dilution that could
occur if stock options and other commitments taégssommon stock were exercised or equity awardsrgsslting 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 substantially all foreign operations are cdidsed using the local currency as the functic
currency. Local currency assets and liabilitiesteaeslated at the rates of exchange as of thabalsheet date, and local currency revenue
expenses are translated at average rates of exeldangg the period. Resulting translation gainkeses are included as a component of
accumulated other comprehensive income (loss)parate component of shareholders' equity. Trarwagkins and losses arising from
transactions denominated in a currency other thariunctional currency of the entity involved ameluded in the consolidated statements of
operations.

Foreign currency transaction net gaingleryears ended December 31, 2005, 2004 and 20@3%6) million, $10.8 million and
$0.6 million, respectively, and are included in Uy in income of unconsolidated affiliates andeathin the accompanying consolidated
statements of operations.

Stock-Based Compensation

In December 2002, the FASB issued SFASIM8, "Accounting for Stock-Based Compensation—Titaorsand Disclosure” ("SFAS
No. 148"), which amends SFAS No. 123, "Accountiog$tocl-Based Compensation” ("SFAS No. 123"). SFAS No. gd®ides alternative
methods of transition for a voluntary change tofthievalue-based method of accounting for stockellkbemployee compensation and amends
the disclosure requirements of SFAS No. 123. Thea@my adopted the expense recognition provisid®F#S No. 123 and is providing
expense for stock-based compensation for grante madr after January 1, 2003 on a prospectiveslaasprovided by SFAS No. 148, and
provides pro forma information in the notes to finel statements to present its results as ifcalitg awards issued in years prior to 2003 were
being expensed. For restricted stock units issthedvalue of the instrument is measured at thetglate as the fair value of IAC common st
and amortized ratably as non-cash compensationtbgeresting term. For stock options issued sirfi@2including unvested options assumed
in acquisitions, the value of the option is meagwethe grant date (or acquisition date, if atdle) at fair value and amortized over the
remaining vesting term.

In connection with the Spin-Off, all outstiing stock-based compensation instruments of tregany were modified. Accordingly, on
August 9, 2005, the Company recorded a pre-tax fication
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charge of $67.0 million related to the treatmentedted stock options in connection with the Spfii-Beginning August 9, 2005, as a result of
this modification, the Company is recognizing exgeefor all stocksased compensation instruments in the consoliddasement of operatior
including options granted prior to January 1, 268 were previously accounted for under APB Opirfitm. 25, "Accounting for Stock Issued
to Employees” ("APB No. 25").

The following table illustrates the effeet net earnings available to common shareholdetsxahearnings per share if the fair vahasec
method had been applied to all outstanding andstadeawards in each period:

Years Ended December 31

2005 2004 2003

(In thousands, except per share date

Net earnings available to common shareholdersEstec $ 868,21: $ 151,80t $ 154,34
Add: Stocl-based employee compensation expense included dnteeipne!
earnings, net of related tax effe 119,12! 147,82: 75,24.
Deduct: Total stoc-based employee compensation expense determined
fair value based method for all awards, net ofteeldax effect: (102,059 (166,949 (151,39()
Pro forma net earnings available to common shadeins $ 885,28: $ 132,68 $ 78,19:
I I I
Net earnings per share available to common shadets
Basic as reporte $ 26/ % 04, % 0.51
Basic pro forme $ 26¢ $ 03¢ $ 0.2¢
Diluted as reporte $ 24¢€ $ 041 $ 0.51
Diluted pro forme $ 251 $ 03¢ $ 0.2¢

In conjunction with the Spin-Off and thecoming adoption of Statement 123(R) (describedvglthe Company conducted an
assessment of certain assumptions used in detegrtimé expense related to stock-based compensalich was completed in the third
guarter of 2005. The cumulative effect of a chaimgiae Company's estimate related to the numbstoak-based awards that are expected to
vest resulted in a reduction in non-cash compemsatkpense of $5.5 million which is included in tipning operations and $35.3 million
related to Expedia which is included in discontichoperations. The aftéax effect of this change in estimate on earnimgbearnings per she
from continuing operations, income from discontidwperations and net income is $3.5 million or $@er share, $22.0 million or $0.06 per
share and $25.5 million or $0.07 per share, regpsyt In addition, the deduction line item in ttable above included in the determination of
pro forma expense for the year ended December(8B, 2ncludes a favorable adjustment of $20.6 anilldue to the cumulative effect of the
change in the Company's estimate related to théoaupof stock-based awards that are expected to vest

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 gratetusing a Black-Scholes option pricing
model with the following weighted-average assumpifor 2005, 2004 and 2003: risk-free interestsrafed.10%,
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3.30% and 2.78%, respectively; a dividend yieldexfo and volatility factors of 40%, 43% and 50%pectively, based on the expected market
price of IAC common stock based on historical terahd a weighted-average expected life of theooptof five years. For purposes of pro
forma disclosures, the estimated fair value ofapgons is amortized to expense over the optioesting period on a straight-line basis.

On December 16, 2004, the FASB issued FA&&Bement No. 123 (R), "Share-Based Payment" @8tant 123(R)"), which is a revision
of SFAS No. 123. Statement 123(R) supersedes APERBland amends SFAS No. 95, "Statement of CasksFldsenerally, the approach in
Statement 123(R) is similar to the approach deedrib SFAS No. 123. However, Statement 123(R) reguall share-based payments to
employees, including grants of employee stock ogtico be recognized in the statement of operatiased on their fair values. Pro forma
disclosure is no longer an alternative. The Compamgquired to apply Statement 123(R) no laten tthe first quarter of 2006.

Currently, the Company uses the Bl&dkoles formula to estimate the value of stockomtigranted to employees and expects to cor
to use this acceptable option valuation model uperrequired adoption of Statement 123(R) on JanLa2006. Due to the modification
related to the Spin-Off, the Company is recognizrgense for all stock-based compensation instrtsrierthe statement of operations after
the Spin-Off. However, had the Company adoptede8tant 123(R) in periods prior to the Spin-Off, impact of that standard would have
approximated the impact of SFAS No. 123 as desdritibeve in the disclosure of pro forma net earnargs pro forma net earnings per shai
the Company's consolidated financial statementeBSient 123(R) also requires the benefits of takidiéons in excess of recognized
compensation cost to be reported as a financiny ftas, rather than as an operating cash flow gsired under current literature. This
requirement will reduce net operating cash flowd mcrease net financing cash flows in periodsraftmption. The Company is currently
assessing the impact of this pronouncement omitsalidated statement of operations and statenieatsh flows.

Minority Interest in Income of Consolidated Subsidaries

Minority interest in 2005 and 2004 primgniepresents minority ownership in certain inteioral operations of Ticketmaster. Minority
interest in 2003 primarily represents minority ovgtep in certain international operations of Ergentnent Publications, Ticketmaster and
HSE-Germany.

Accounting Estimates

Management of the Company is required tkentrtain estimates and assumptions during thgapagon of the consolidated financial
statements in accordance with U.S. generally aedegtcounting principles. These estimates and gg#ms impact the reported amount of
assets and liabilities and disclosures of contihgesets and liabilities as of the date of the clisested financial statements. They also impact
the reported amount of net earnings during anyogeéctual results could differ from those estinsate

Significant estimates underlying the accanmying consolidated financial statements includ@gitiventory carrying adjustment, sales re
and other revenue allowances, allowance for dolbtfu
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accounts, recoverability of intangibles, includiopgpdwill and other long-lived assets, deferred medaxes, including related valuation
allowances, various other operating allowancegres and accruals, and assumptions related tetieemination of stock-based
compensation.

Certain Risks and Concentrations

The Company's business is subject to eerisks and concentrations including dependendioth-party technology providers, exposure
to risks associated with online commerce security @edit card fraud. The Company also dependgicth party service providers for
processing certain fulfillment services.

Financial instruments, which potentiallypogct the Company to concentration of credit rigkgsist primarily of cash and cash equivalents
and marketable securities. Cash equivalents anllatedrie securities are of high-quality short t@intediate term securities, all of which are
maintained with quality financial institutions oifgh credit. Cash and cash equivalents are mairdairh financial institutions and are in
excess of Federal Deposit Insurance CorporatioDICF) insurance limits.

Recent Accounting Pronouncements

On February 16, 2006, the FASB issued SRAS155, "Accounting for Certain Hybrid Financiastruments” ("SFAS No. 155"), which
amends SFAS No. 133, and SFAS No. 140. SFAS Noaltégs the financial reporting of certain hybriilaincial instruments by requiring m
consistent accounting that eliminates exemptiomspaiavides a means to simplify the accounting li@se instruments. Among other things,
SFAS No. 155 allows financial instruments that han@edded derivatives to be accounted for as aenebiminating the need to bifurcate the
derivative from its host) if the holder elects twaunt for the whole instrument on a fair valuei®aSFAS No. 155 is effective for all financial
instruments acquired or issued after the beginafran entity's first fiscal year that begins affeptember 15, 2006. Earlier adoption is
permitted as of the beginning of an entity's figezdr. The Company is currently assessing the itmgfe8FAS No. 155 on its consolidated
financial position, results of operations and cims.

On June 7, 2005, the FASB issued SFAS B4, 1Accounting Changes and Error Corrections" @SHo. 154"), replacing APB Opinic
No. 20, "Accounting Changes," and SFAS No. 3, "Repg Accounting Changes in Interim Financial Sta¢amits." SFAS No. 154 alters t
requirements for the accounting for and reportihg change in accounting principle. Previously, tvmduntary changes in accounting
principles required recognition via a cumulativéeef adjustment within net income of the periodtef change. SFAS No. 154 requires
retrospective application to prior periods' finatdtatements, unless it is impracticable to deitegraither the period-specific effects or the
cumulative effect of the change. SFAS No. 154 feative for accounting changes made in fiscal ybaginning after December 15, 2005;
however, SFAS No. 154 does not change the trangitiovisions of any existing accounting pronounceifieThe Company does not believe
adoption of SFAS No. 154 will have a material effe its consolidated financial position, result®perations or cash flows.
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Reclassifications

Certain prior period amounts have beerassified to conform to current year presentatioraddition, the 2004 and 2003 consolidated
statements of cash flows have been revised to aehadisclose the operating, investing and finaggortion of the cash flows attributable to
the Company's discontinued operations. These amdatk previously been reported on a combined basissingle amount.

NOTE 3—BUSINESS ACQUISITIONS

Business acquisitions completed by the Camgmuring the three years ended December 31, &@08escribed below. All IAC common
stock share information and related per share pifeguded in this note have been adjusted toaeffeC's one-for-two reverse stock split in
August 2005.

Acquisitions completed in 2005
Ask Jeeves Acquisitio

On July 19, 2005, IAC completed the acdjaisiof Ask Jeeves, now referred to as IAC SeardWi&dia, a leading provider of world-class
information retrieval technologies, brands and iseivthat are available to consumers across a @ngatforms, including destination
websites, downloadable search-based applicatichpamals. Under the terms of the agreement, 1A0ead 37.9 million shares of IAC
common stock to IAC Search & Media security holdssed on an exchange ratio of 1.2668 sharesg884.of a share, adjusted to reflect
IAC's one-for-two reverse stock split in August 8Dof IAC common stock for each share of IAC Sea&dWedia common stock in a tax-free
transaction valued as of the date of the agreeateapiproximately $1.7 billion, net of cash acquidé® also assumed options to acquire
approximately 4.1 million shares of IAC common &tand assumed 0.1 million restricted share unite firice used to value the securities
$43.976, which was the average of the closing pridd AC common stock during the five consecutirzgling days beginning two trading days
prior to the announcement of the IAC Search & Mexdiquisition. The amount recorded as unearned cosagien was based upon the fair
value of the unvested stock options and restristedk as of the acquisition date and is being neizegl as non-cash compensation over the
vesting period. IAC Search & Media is included ACI's Media & Advertising operating segment and a@ect

IAC obtained an independent valuation ehiifiable intangible assets acquired. This vabratdentified $352.6 million of intangible
assets other than goodwill. The goodwill recogniaetunted to $1.5 billion. The trade names acquire identified as indefinite-lived
intangible assets and $195.9 million was alloc#beithese assets. Intangibles with definite liveduded existing technology ($116.4 million),
distribution agreements ($12.7 million), custonists|($17.0 million), advertising relationships &4nillion) and other ($6.4 million) and are
being amortized over a weighted-average period®f/dars. None of the amount allocated to goodsvithx deductible. The purchase price
paid for IAC Search & Media was based on histor&salvell as expected performance metrics. The Coynpiawed IAC Search & Media's
revenue, operating income, Operating Income Befonertization, net income and cash flow as its nimgtortant valuation metrics. The
Company agreed
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to consideration that resulted in recognition sfgnificant amount of goodwill for a number of reas including: IAC Search & Media's
market position and brand; IAC Search & Media'sifiess model which complements the business modiéhe €ompany's other businesses;
growth opportunities in the markets in which IACa8gh & Media operates; and IAC Search & Media'simily unique, proprietary and
exclusive service lines which we expect will enahle Company to grow. As a result, the predomipantion of the consideration was based
on the expected financial performance of IAC Se&dedia, and not the asset value on the book&\6f $earch & Media at the time of
acquisition.

Cornerstone Brands Acquisition

On April 1, 2005, the Company completedaitguisition of Cornerstone Brands, a portfolideafding print catalogs and online retailing
sites that sell home products and leisure and tapparel, for approximately $715 million, princllyan cash. Cornerstone Brands is included
in IAC's U.S. Retailing operating segment. IAC dai¢a an independent valuation of identifiable igfifohe assets acquired. This valuation
identified $309.1 million of intangible assets atkigan goodwill. The goodwill recognized amounted#56.4 million. The trade names
acquired were identified as indefinite-lived intéblg assets and $269.4 million was allocated tselassets. Intangibles with definite lives
included customer lists ($31.4 million), existirgghnology ($4.1 million), vendor and supply agreetaé$3.0 million) and intellectual
property ($1.2 million) and are being amortizedrowaveighted-average period of 4.5 years. Nona@fimount allocated to goodwill is tax
deductible. The purchase price paid for Cornersina@ds was based on historical as well as expgegdrmance metrics. The Company
viewed Cornerstone Brands' revenue, operating iegc@perating Income Before Amortization, net incaand cash flow as its most important
valuation metrics. The Company agreed to a purcpease that resulted in recognition of a signifitamount of goodwill for a number of
reasons including: Cornerstone Brand's marketiposénd brands; Cornerstone Brand's business mddeh complements the business
models of the Company's other businesses; growtbroymities in the markets in which CornerstonerBisaoperates; and Cornerstone Brand's
distinctly unique, proprietary and exclusive prodirees which should enable the Company to growaAssult, the predominant portion of the
purchase price was based on the expected fingmmitdrmance of Cornerstone Brands, and not the¢ aahee on the books of Cornerstone
Brands at the time of the acquisition.

Acquisitions completed in 2004
Home Loan Center Acquisition

On December 14, 2004, LendingTree acquitkaf the outstanding stock of Home Loan Centerymeferred to as LendingTree Loans, a
consumer direct mortgage banker. LendingTree Laamgluded in IAC's Lending operating segment. diegTree Loans derives its income
primarily from the origination of mortgage loangdahe subsequent sale of the loans to investors Cidmpany allocated a portion of the
purchase price to record an increase in the redordkie of loans held for sale to fair value of3hillion; record the fair value of interest rate
lock commitments of $4.1 million; and record thdueaof the unlocked consumer loan commitments én"fiipeline” of $1.5 million. IAC
obtained an independent valuation of intangible@sacquired. This valuation identified $7.5 millio
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of intangible assets other than goodwill. Intanggblvith definite lives included trade names ($3ilian), existing technology ($2.3 million),
covenant-not-to-compete ($1.8 million) and custolists ($0.1 million) and are being amortized oaeveighted-average period of 2.8 years.
Additional contingent purchase price may be ealnethe LendingTree Loans stockholders based ordh@ngs performance of LendingTree
Loans through December 31, 2007 (the "earnout géri®ince the additional contingent purchase igiogent upon future earnings, no
liability is recorded for such amounts at Decentiier2005.

ServiceMagic Acquisition

On September 1, 2004, the Company completedtquisition of ServiceMagic, Inc., a leadingine marketplace connecting homeowr
with pre-screened and customer rated residentidtactors, real estate professionals and lendarseldiately following the acquisition, the
Company transferred ServiceMagic's financial sewviousinesses to LendingTree for $20 million andi€eMagic's Home Services portion of
the business has been included in the Home Sers@ggraent since its acquisition. In connection whth ServiceMagic acquisition, IAC
obtained an independent valuation of identifiabtamgible assets acquired. This valuation idemti$i26.1 million of intangible assets other
than goodwill. The trade name was identified agdefinite-lived intangible and $10.8 million wakkogated to this asset. Intangibles with
definite lives included real estate agent and legdelationships ($3.5 million), contractor relaiships ($7.1 million), software ($4.4 million)
and customer lists ($0.3 million) and are being dined over a weighted-average period of 5.3 yeHns. net purchase price paid for
ServiceMagic was based on historical as well agebgal performance metrics. The Company viewed Ssiagic's revenue, Operating
Income Before Amortization, net income and castvf&s its most important valuation metrics. The Camypagreed to a purchase price that
resulted in recognition of a significant amoungobdwill for a number of reasons including Serviagit's market leading position and brand
and ServiceMagic's business model, which complesrtéiet business models of the Company's other assse

The aggregate purchase price of the admunisiof LendingTree Loans and ServiceMagic was@pmately $211.1 million, of which
approximately $143.5 million was classified as gwilidas of December 31, 2004. None of the amoulacated to goodwill is tax deductible.

TripAdvisor Acquisition (Discontinued Operations)

On April 27, 2004, the Company completadaitquisition of TripAdvisor, Inc., a leading trégearch engine and directory that enables
consumers to extensively research their traveldastination place via the internet. The Compamdsisition of TripAdvisor represented
94.1% of the business. IAC obtained an independaogtion of identifiable intangible assets acqdiir€his valuation identified $54.9 million
of intangible assets other than goodwill. The goildecognized amounted to approximately $163.0ionl The trade name was identified as
an indefinite-lived intangible and $30.3 million svallocated to this asset. Intangibles with deditiites included existing technology
($22.1 million), and customer lists ($2.5 millicen)d are being amortized over a weighted-averagedoef 2.9 years. The net purchase price
paid for TripAdvisor was based on historical aslaslexpected performance metrics. The CompanyedewipAdvisor's revenue, Operating
Income Before Amortization, net income and castv f&s its most important valuation metrics. The Campagreed
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to a purchase price that resulted in recognitioa significant amount of goodwill for a number efsons including: TripAdvisor's market
leading position and brand; TripAdvisor's businesglel which complements the business models of @iafseother businesses; growth
opportunities in the markets in which TripAdvisqrevates; and TripAdvisor's technological and opemat expertise. As a result, the
predominant portion of the purchase price was basdtie expected financial performance of TripAdvjsand not the asset value on the books
at the time of the acquisition. These factors tteslih a significant amount of the purchase pried allocated to goodwill. None of the
amount allocated to goodwill is tax deductible pPilvisor was included within Expedia subsequeritst@acquisition by IAC and is reflected in
discontinued operations for all periods presented.

Acquisitions completed in 2003
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 22.7 million shares of IAC coom stock to Ticketmaster security holders basedrexchange ratio of 0.935 of a share
(or 0.4675 of a share, adjusted to reflect IAC's-for-two reverse stock split in August 2005) ofdAommon stock for each share of
Ticketmaster common stock. IAC also assumed optioaequire approximately 4.5 million shares of l&@nmon stock and warrants to
acquire approximately 2.1 million shares of IAC aoon stock, in each case based on the same exclatigel he price used to value the
securities was $35.836, which was the averageeoflsing prices of IAC common stock during theefaonsecutive trading days beginning
two trading days prior to the announcement of tlek@tmaster merger. The amount recorded as uneaompensation was based upon the
value of the unvested stock options and warrants #se merger date, and is being recognized ascaeh compensation over the vesting
period. The purchase consideration and resultilngation are as follows (in thousands):

Value of securities issue $ 900,38
Less: fair value of unvested options and warramtctjuire IAC common stock recorded as unearnegensatior (32,58
Net purchase pric 867,79¢
Less: minority interest acquire (441,300
Add: deferred income taxes associated with thengilde asset ste-up 81,30(
Excess of the merger consideration over minoritgrigst acquired, deferred taxes and deferred cosagien $ 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 tratime was identified as an indefinite lived intéhgiand $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) sen@ being amortized over a weighted average pefiéd7 years. None of the amount
allocated to goodwill is tax deductible. The Compaecorded no adjustments to the historical cagyialue of assets and liabilities, other than
to goodwill and intangible assets, as a resulhefstep-up in fair value.

The Company acquired the remaining intare$icketmaster because the acquisition signifigesimplified its corporate structure (which
at the time was very complex with significant miityinterests); the acquisition removed potent@tflicts of interest between the Company's
shareholders and the minority public shareholdéfidaketmaster, and allowed the companies to wogether more closely to achieve
operating efficiencies; the Company gained acae#iset acquiree's total cash flow; and the Compaatigded that Ticketmaster had great
growth prospects.

LendingTree Acquisition

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 (or 0.30995sbfaae, adjusted to reflect IAC's one-for-two
reverse stock split in August 2005) of IAC comméwck for each share of LendingTree common stocktttey owned and LendingTree
preferred stockholders received the same mergesidenation, on an as-converted basis. IAC issueabgnegate of approximately 9.4 million
shares of IAC common stock, and assumed approxiynhfe million stock options in the merger.

In connection with the LendingTree acqiosit the consideration attributable to intangilbdsets and goodwill was $714.6 million. IAC
obtained an independent valuation of the identifiaitangible assets. This valuation identified B.28million of intangible assets other than
goodwill. The goodwill recognized amounted to $%2million. The trade name was identified as an fimite-lived intangible and
$87.0 million was allocated to this asset. Intakggitwith definite lives included purchased sendgeeements ($62.8 million), technology
($24.7 million), customer backlog ($7.2 million)caaustomer lists ($5.5 million) and are being amed over a weighted-average period of
4.4 years. None of the amount allocated to goodsvithx deductible.

The net purchase price paid for LendingWeas based on historical as well as expected pedoce metrics. The Company viewed
LendingTree's revenue, Operating Income Before Aimation, net income and cash flow as its most irtgod valuation metrics. The Compe
agreed to a purchase price that resulted in retiogrof a significant amount of goodwill for a nuatof reasons including: LendingTree's
market leading position and brand; LendingTreelbrielogical and operational expertise; and the Gomgis expectation of significant growth
in the online financial services and real estateketalendingTree had a relatively short businestoty and was unprofitable in every year
prior to 2002. As a result, the predominant portdbpurchase price was
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based on the expected financial performance of ingffdee, and not the net asset value on the baake dime of the acquisition.
Entertainment Publications Acquisition

In connection with the Entertainment Pudtiiens acquisition, which was completed on March2Z®3, the consideration attributable to
intangible assets and goodwill was $314.0 milliétC obtained an independent valuation of identiigaintangible assets acquired. This
valuation identified $103.1 million of intangiblssets other than goodwill. The goodwill recogniaetbunted to $210.9 million. The trade
name was identified as an indefinite-lived intafgind $48.7 million was allocated to this assgargibles with definite lives included
distribution lists ($36.9 million), merchant agresmts ($11.7 million), technology ($4.4 million),chnovenant not-to-compete ($1.4 million)
and are being amortized over a weighted averagedpef 8.8 years. None of the amount allocatedaodyvill is tax deductible.

The net purchase price paid for Entertaimnfiblications was based on historical as wedbgeected performance metrics. The Company
viewed Entertainment Publications' revenue, Opagdticome Before Amortization, net income and d&sh as its most important valuation
metrics. The Company agreed to a purchase pritedbalted in recognition of a significant amouhgoodwill for a number of reasons
including: Entertainment Publications' business el@dmplements the business models of the Compathes Membership & Subscriptions
businesses; and the early stages of EntertainméaticBtions' online migration. As a result, thegominant portion of purchase price was
based on the expected financial performance ofrEamtenent Publications, and not the net asset vafuthe books at the time of the
acquisition.

Expedia.com Merger (Discontinued Operations)

On August 8, 2003, IAC completed its aciiais of all of the outstanding shares of Expedimchat it did not already own. Prior to the
acquisition IAC owned approximately 59% of the ¢ansling equity of Expedia.com. IAC issued approxeha50.4 million shares of IAC
common stock to Expedia.com security holders basesh exchange ratio of 1.93875 shares (or 0.9688@%hare, adjusted to reflect IAC's
one-for-two reverse stock split in August 2005)A€ common stock for each share of Expedia.com comstock. IAC also assumed options
to acquire 18.5 million shares of IAC common stdskped warrants to acquire 12.2 million shard&\@f common stock and assumed
0.6 million restricted share units. The price ugedalue the securities was $52.94, which was teeame of the closing prices of IAC common
stock during the five consecutive trading days beigig two trading days prior to the announcemenhefExpedia.com merger. The amount
recorded as unearned compensation was based up&airthalue of the unvested stock options and avesras of
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the merger date, and is being recognized as ndnemaspensation over the vesting period. The puechasasideration and resulting allocation
are as follows (in thousands):

Value of securities issue $ 3,883,61.
Less: fair value of unvested options and warramtsctjuire IAC common stock recorded as unearnegensatiol (314,21,
Net purchase pric 3,569,40!
Less: minority interest acquire (326,700
Add: deferred income taxes associated with thengitde asset ste-up 300,50(
Excess of the merger consideration over minoritgrigst acquired, deferred taxes and deferred cosagien $ 3,543,201

IAC obtained an independent valuation efittentifiable intangible assets acquired, in coafion with the acquisition of a controlling
interest in Expedia.com in 2002. The Company uphttes valuation, which identified $2.0 billion witangible assets other than goodwiill. |
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 deflecenpensation 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.{4.1 million), supply relationships ($67.3 mitijp technology ($78.8 million) and ECT
customer relationships and customer lists ($7.5anjl and are being amortized over a weighted ayeperiod of 5 years. None of the amount
allocated to goodwill is tax deductible. The Compagcorded no adjustments to the historical cagyialue of assets and liabilities, other than
to goodwill and intangible assets, as a resulhefdtepup in fair value. Expedia.com was included withixpEdia subsequent to its merger v
IAC and is reflected in discontinued operationsdibperiods presented.

Hotels.com Merger (Discontinued Operations)

On June 23, 2003, IAC completed its actjoisiof all of the outstanding shares of Hotels.dbat it did not already own. Prior to the
acquisition, IAC owned approximately 67% of thestahding equity of Hotels.com. IAC issued 22.2 imillshares of IAC common stock to
Hotels.com security holders based on an excharigeafa?.4 shares (or 1.2 shares, adjusted toaeffeC's one-for-two reverse stock split in
August 2005) of IAC common stock for each sharélotiels.com common stock. IAC also assumed optiorsguire 3.2 million shares of I/
common stock, warrants to acquire 0.6 million skafel AC common stock and 0.15 million restrictéduse units in the merger, in each case
based on the same exchange ratio. The price usedu® the securities was $52.348, which was tleeame of the closing prices of IAC
common stock during the five consecutive tradingsdaeginning two trading days prior to the annoumeset of the Hotels.com merger. The
amount recorded as unearned compensation wastilmatesl impact of unvested stock options and wasras of the

102




merger date, at their fair value as of such daté,is.being recognized as non-cash compensatiantloeeresting 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 warramtsctjuire IAC common stock recorded as unearnegensatiol (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 minoritgrigst acquired, deferred taxes and deferred cosagien $ 904,90¢

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 indefiniiged intangible and $115.7 million was allocatedhis
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 are being dined over a weighted-average period of 6.5 yddasie of the amount allocated to goodwill
is tax deductible. The Company recorded no adjustsn® the historical carrying value of assets latllities, other than to goodwill and
intangible assets, as a result of the step-upiitvédue. Hotels.com was included within Expedidseguent to its merger with IAC and is
reflected in discontinued operations for all pesigulesented.

The Company acquired the remaining intsresExpedia.com and Hotels.com because the atigussignificantly simplified its
corporate structure (which at the time was very glemwith significant minority interests); the adsjtions removed potential conflicts of
interest between the Company's shareholders anditiaity public shareholders of Expedia.com andetocom, and allowed the companies
to work together more closely to achieve operatifiigiencies; the Company gained access to theigezpi total cash flow; and the Company
believed that both companies had great growth aisgn their respective fields.

Hotwire Acquisition (Discontinued Operations)

On November 5, 2003, the Company compligsegicquisition of Hotwire, a leading discount ehwebsite. Total consideration paid was
$666.7 million in cash, plus the assumption of @pdito acquire approximately 0.3 million share$A@ common stock, warrants to acquire
approximately 40 thousand shares of IAC commonkstamed 0.2 million restricted share units. In castion with the Hotwire acquisition, the
consideration attributable to intangible assetsgomtiwill was $659.8 million.

IAC obtained an independent valuation ehiifiable intangible assets acquired. This vabratdentified $126.8 million of intangible
assets other than goodwill. The goodwill recogniaetunted to $533.0 million. The trade name wastifled as an indefinite-lived intangible
and $90.0 million was allocated to this asset.rgtiales with definite lives included supply relatghips ($28.5 million),
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technology ($7.0 million) and customer lists ($fnilion) and are being amortized over a weightedrage period of 4.1 years. None of the
amount allocated to goodwill is tax deductible.

The net purchase price paid for Hotwire Wased on historical as well as expected performamgtrics. The Company viewed Hotwire's
revenue, Operating Income Before Amortization,inebme and cash flow as its most important valumatietrics. The Company agreed to a
purchase price that resulted in recognition ofgaificant amount of goodwill for a number of reasamcluding: Hotwire's market leading
position and brand; Hotwire's business model, whimmplements the business models of the Compathes ravel businesses; growth
opportunities in the markets in which Hotwire congse and Hotwire's technological and operationpgketise. As a result, the predominant
portion of purchase price was based on the expdiciaacial performance of Hotwire, and not the agdet value on the books at the time of
acquisition. Hotwire was included within Expedidsaquent to its acquisition by IAC and is refledtediscontinued operations for all periods
presented.

Pro Forma Results

The following unaudited pro forma condensedsolidated financial information for the yeaded December 31, 2003 is presented to
show the results of the Company to give effectnti@eger of Ticketmaster with a wholly-owned subgigliaf IAC completed on January 17,
2003, the merger of Hotels.com with a wholly-owsedsidiary of IAC completed on June 23, 2003 aredtierger of Expedia.com with a
wholly-owned subsidiary of IAC completed on Aug8s2003, as if the transactions had occurred onalgril, 2003. The pro forma results
include certain adjustments, including increasedréi@ation related to intangible assets and comgiis expense, and are not necessarily
indicative of what the results would have been thedransactions actually occurred on January @328ote that the pro forma results include
Hotels.com and Expedia.com in discontinued opemnat{see Note 9).

Year Ended December 31, 2003

(In thousands, except
per share data)

Net revenus $ 3,823,48!
Earnings from continuing operations before cumuéagffect of accounting chan 10,48:
Net earnings available to common sharehol 136,43
Basic loss per share from continuing operationsteefumulative effect of accounting change ava#lab

common shareholde (0.01
Diluted loss per share from continuing operatioafote cumulative effect of accounting change aws!

to common shareholde (0.0
Basic earnings per share available to common shitets 0.4C
Diluted earnings per share available to commonettwdders 0.4C

NOTE 4—GOODWILL AND OTHER INTANGIBLE ASSETS

The Company assesses goodwill and indefihied intangible assets for impairment annuafiyohOctober 1, or more frequently if
circumstances indicate impairment may have occuirbd Company performed its annual assessmenis fairment of goodwill and
indefinite-lived intangible assets as of Octobe2dQ5, 2004 and 2003 in connection with the preparaf its annual financial statements.
Based upon its annual assessment in 2004, the Gympeorded an impairment charge related to the
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write-down to the goodwill of PRC (Teleservices @img segment) of $184.8 million, before tax, whwas recorded as a component of
operating income (loss) in the accompanying codatdid statement of operations. The write-down vedsrchined by comparing the fair value
of the business and the implied value of the gobavith the carrying amounts on the balance shieé fair value of the reporting unit was
determined based on a weighting of income and maykgroaches. The write-down primarily resultedrfroontinued competition and
macroeconomic factors which negatively impactedigtg/ valuations and PRC's fourth quarter 2004nfiied performance. In addition, in
connection with the Company's annual impairmeniesg\of intangible assets, an impairment charge3@f. % million was recorded in the fourth
quarter of 2004 related to the write-off of certaidefinite and definite-lived intangible assetsTof Travel Shop, which is included in
discontinued operations in the accompanying codatdd statement of operations. This impairmentr@asrded in 2004 due to management's
reassessment of TV Travel Shop's expected futnaméial performance and the fair value of the assas determined based on the present
value of estimated future cash flows. In connectidth the Spin-Off and establishment of the Lendamgl Real Estate operating segments, the
Company allocated the goodwill of its former IACavVel reporting unit to Expedia, TV Travel Shop &nigrval and the goodwill of its
Financial Services and Real Estate reporting onité Lending and Real Estate operating segmestdhapon their relative fair values as of
January 1, 2005 and September 30, 2005, respactivel

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

December 31

2005 2004
Goodwill $ 7,351,700  $ 5,361,82!
Intangible assets with indefinite liv 1,042,55! 574,47
Intangible assets with definite livi 515,63( 479,82¢
$ 8,909,88 % 6,416,12

I

Intangible assets with indefinite livesatel principally to trade names and trademarks aedum the various acquisitions. At Decembel
2005, intangible assets with definite lives relati@cipally to the following (in thousands):

Accumulated Weighted-Average Amortization

Cost Amortization Net Life (Years)
Distribution agreemeni $ 244,79¢  $ (177,146 $ 67,65: 5.C
Purchase agreemer 304,91: (161,989 142,92: 6.8
Customer list: 197,08 (70,95) 126,13: 7.€
Technology 212,28 (84,29) 127,98! 4.3
Merchandise agreemer 44,957 (27,359 17,59¢ 5.7
Other 76,91 (43,572) 33,33¢ 3.1
Total $ 1,080,94. $ (565,31) $ 515,63(
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At December 31, 2004, intangible asseth dfinite lives related principally to the followg (in thousands):

Distribution agreement
Purchase agreemer
Customer listt
Technology
Merchandise agreemer
Other

Total

Amortization of intangible assets with e lives is computed on a straight-line basis laaskd on December 31, 2005 balances for the

Accumulated

Weighted-Average Amortization

Cost Amortization Net Life (Years)

$ 511,03: $ (405,94Y) $ 105,08¢ 5.1

291,94 (133,499 158,44. 11.€

147,82 (22,32() 125,50« 9.2

89,48: (53,490 35,99: 3.6

41,95 (18,719 23,23¢ 5.8

56,92( (25,359 31,56; 34
$ 1,139,15! $ (659,32() $ 479,82¢
I I I

next five years and thereafter is estimated tosieliows (in thousands):

Years Ending December 31

2006
2007
2008
2009
2010
2011 and thereafte

$ 161,20t
111,52¢

86,64’

66,38¢

43,73(

46,13¢

$ 515,63(

The following table presents the balancgamdwill by segment, including the changes inydag amount of goodwill for the year ended
December 31, 2005 (in thousands):

Retailing:
uU.S.
International

Total Retailing

Services
Ticketing
Lending
Real Estatt
Teleservice:
Home Service:

Total Service:
Media & Advertising

Membership & Subscription:

Vacations
Personal:
Discounts

Total Membership &
Subscription:

Total

Balance as o

Foreign Exchange

Balance as o

January 1, 2005 Additions (Deductions) Translation December 31, 2005
$ 2,436,89. $ 456,40 $ (4,285 $ — $ 2,889,011
108,77¢ 1,311 — — 110,09(
2,545,67. 457,71 (4,28%) — 2,999,10!
1,036,01! 24,32: (1,339 (3,667) 1,055,341
525,10( 3,77: (12,442 — 516,43(
67,36 45E (1,817 — 66,00¢
128,65¢ 691 — — 129,34¢
112,97: 8,64¢ (20,29) — 101,33(
1,870,11. 37,88’ (35,87 (3,667) 1,868,46.
— 1,538,99 — — 1,538,99
467,56 — (60) — 467,50
221,72¢ 224 = (1,057 220,89!
256,75( 88t (893) — 256,74
946,04 1,10¢ (952) (1,057 945,14:
$ 5,361,820 $ 203570 $ (41,119 $ (4,71 $ 7,351,70!
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Additions principally relate to new acqtiizns, primarily IAC Search & Media and Cornerst@rands. Deductions principally relate to
the establishment of a deferred tax asset relatpdrichased net operating losses, adjustmentg teeattnying value of goodwill based upon the
finalization of the valuation of intangible assatgl their related deferred tax impacts and thenmectax benefit realized pursuant to the exe
of stock options assumed in business acquisitioatsviere vested at the transaction date and atetras a reduction in goodwill when the
income tax deductions are realized.

The following table presents the balancgarfdwill by segment, including the changes inyiag amount of goodwill for the year ended
December 31, 2004 (in thousands):

Foreign
Balance as o Goodwill Exchange Balance as o
January 1, 2004 Additions (Deductions) Impairment Translation December 31, 2004

Retailing:

U.S. $ 2,424,681 $ 13,08 $ 870 3% — $ — $ 2,436,89:

International 108,77¢ — — — — 108,77¢
Total Retailing 2,533,45! 13,08: (870 — — 2,545,67.
Services

Ticketing 1,007,301 35,35¢ (12,429 — 5,78¢ 1,036,01!

Lending and Real Estatel 571,85¢ 86,53 (65,929 — 592,46!

Teleservice! 314,00: 2 (56€) (184,78() — 128,65!

Home Service: — 112,97 — — — 112,97
Total Service: 1,893,16! 234,86 (78,929 (184,78() 5,78¢ 1,870,11.
Membership & Subscription

Vacations 465,73’ 1,827 — — — 467,56«

Personal: 223,42¢ 58 (2,580) — 821 221,72¢

Discounts 208,97 48,43 (654) — — 256,75(
Total Membership &
Subscription: 898,13¢ 50,31¢ (3,239 — 821 946,04:
Total $ 5,324,75! $ 298,26' $ (83,02 $ (184,780 $ 6,61C $ 5,361,82!

* IAC redefined its Financial Services and Real Estgterating segment in 2005 to present Lendingeal Estate each as a separate
operating segment. However, all goodwill relatethiese segments is included in one segment in 20Mis impracticable to allocate
the goodwill between Lending and Real Estate irpirgods prior to January 1, 2005.

Deductions principally relate to the incotar benefit realized pursuant to the exercisdaflsoptions assumed in business acquisitions
that were vested at the transaction date andeatett as a reduction in goodwill when the incomealtductions are realized, adjustments tc
carrying value of goodwill based upon the finaliaatof the valuation of intangible assets and thelsted deferred tax impacts, and the
elimination of valuation allowances recorded agamschased net operating losses. Additions prailjigelate to new acquisitions, primarily
ServiceMagic and LendingTree Loans, as well asstidjents to the carrying value of goodwill basedruthe finalization of the valuation of
intangible assets and their related deferred tgaots.
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NOTE 5—PROPERTY, PLANT AND EQUIPMENT

The balance of property, plant and equipneet is as follows (in thousands):

December 31

2005 2004

Computer and broadcast equipm $ 786,97¢ $ 649,84!
Buildings and leasehold improveme 187,43¢ 145,64!
Furniture and other equipme 152,76 135,26¢
Land 20,62( 21,16(
Projects in progres 104,09¢ 64,32
1,251,89 1,016,23!

Less: accumulated depreciation and amortize (684,49) (588,98)
Total property, plant and equipment, $ 567,40t $ 427,25’

NOTE 6—INCOME TAXES

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

Years Ended December 31

2005 2004 2003
uU.S. $ 955,410 $ 110,51¢ $ (23,239
Foreign 36,27 21,77+ 15,66:
Total $ 991,688 $ 132,29: $ (7,572)

The components of income tax expense atafide to continuing operations are as followslfiousands):

Years Ended December 31

2005 2004 2003
Current income tax expense
Federal $ 1,198,30. $ 22,90¢ $ 63,11¢
State 233,43. 32,69¢ 10,017
Foreign 28,16" 29,24¢ 15,82¢
Current income tax expen 1,459,899 84,85] 88,96(
Deferred income tax (benefit) expense:
Federal (907,01 11,15 (94,52()
State (164,01°) (18,74¢) (16,089
Foreign 2,20( (2,990 (2,56€)
Deferred income tax (benefit) (1,068,82) (10,58Y) (113,179
Income tax expense (benet $ 391,06¢ $ 74,26¢  $ (24,219

The current income tax payable has beemcestiby $163.9 million, $101.8 million and $175.#lion for the years ended December 31,
2005, 2004 and 2003, respectively, for tax dedustittributable to stock-based compensation. Tlagekincome tax benefits of this stock-
based compensation were recorded as amounts chargesetiited to additional paid-in capital or auetion in goodwiill.
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In 2004, the Company redomiciled the plaicmanagement of one of its foreign subsidiariethéoU.S. The tax impact of the transaction
was a foreign tax provision of $16 million (netradt operating loss carryforwards ("NOLs") benefitd&$23 million), fully offset by U.S.
foreign income tax credits. Previously unbenefitaeign NOLs of $59 million expired unutilized asesult of the transaction.

The tax effects of cumulative temporaryatiénces that give rise to significant portionshaf deferred tax assets and deferred tax lials
at December 31, 2005 and 2004 are presented beldho{isands). The valuation allowance is relateiteims for which it is more likely than
not that the tax benefit will not be realized.

December 31,

2005 2004
Deferred tax assets

Inventory $ 10,52: $ 4,821
Provision for accrued expens 54,49¢ 38,72:
Capital loss carryforwarc 442 1,44(C
Deferred revenu 19,23¢ 9,371
Net operating loss carryforwar 68,041 125,518
Tax credit carryforward 7,18 4,56%
Stock-based compensatic 50,43t 35,08¢
Other 43,15¢ 73,55
Total deferred tax asse 253,52° 293,07-
Less valuation allowanc (41,664 (104,71))
Net deferred tax asse 211,86: 188,36:
Deferred tax liabilities:

Property, plant and equipme (1,745 (6,417
Prepaid expenst¢ (15,777 (6,367)
Intangible and other asse (1,294,28) (1,078,600
Investment in subsidiarie (72,025 (63,889
VUE Limited Partnershi (1,036,371
Other (8,809 (8,09¢)
Total deferred tax liabilitie (1,392,63) (2,199,741
Net deferred tax liabilit $ (1,180,77) $ (2,011,37)

Included in "Other non-current assets'hi@ &ccompanying consolidated balance sheets anibece31, 2005 and December 31, 2004 is a
non-current deferred tax asset of $19.8 million $bdl.8 million, respectively. In addition, included"Other accrued liabilities" in the
accompanying consolidated balance sheet at Dece3ih@005 is a current deferred tax liability of Billion.

At December 31, 2005, the Company had fdderd state NOLs of approximately $59 million &&72 million, respectively. If not
utilized, the federal NOLs will expire at variousies between 2009 and 2025, and the state NOL&wpire at various times between 2006
and 2025. Utilization of federal NOLs will be sutf¢o limitations under Section 382 of the InterRalvenue Code of 1986, as
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amended. In addition, utilization of certain stat®Ls may be subject to limitations under state laimslar to Section 382 of the Internal
Revenue Code of 1986. At December 31, 2005, thepgaagnhad foreign NOLs of approximately $123 milliavailable to offset future incon
Of these foreign losses, approximately $114 miltan be carried forward indefinitely, and approxieta$2 million and $7 million will expire
within five years and ten years, respectively.iiiion of approximately $70 million of foreign NGlwill be subject to annual limitations
based on taxable income. During 2005, the Compatygnized tax benefits related to NOLs of approxatyab43 million. Included in this
amount was approximately $39.5 million of tax bétsesf acquired attributes which was recorded sedaction of goodwiill.

At December 31, 2005, the Company had teditcarryforwards of approximately $7.2 milliddf this amount, approximately
$5.8 million related to federal tax credits ford@n taxes and increasing research activities, thigiremaining $1.3 million related to various
state and local tax credits. If not utilized, tiedit carryforwards will expire at various timesween 2006 and 2024.

During 2005, the Company's valuation alloe&decreased by approximately $63 million. Inctuitethis amount is approximately
$62.5 million of decrease primarily related to tigte-off of previously unbenefited deferred taxsats for foreign net operating losses. The
remaining $0.6 million valuation allowance decreass recorded as a reduction of goodwill and reltdehe net benefit of acquired tax
attributes. At December 31, 2005, the Company haaluation allowance of approximately $41.7 milli@iated to the portion of tax operating
loss carryforwards and other items for which inigre likely than not that the tax benefit will ria realized. Of this amount, approximately
$1.6 million will be applied as a reduction of gadlli or an increase of additional paid-in-capitélrecognized in future years, and
approximately $23.1 million of valuation allowanegated to foreign operations will not result iryaret tax benefit if recognized in future
years as these benefits were recognized in preyieusds due to certain U.S. tax electic
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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 ritinmterest is shown as follows (in thousands):

Years Ended December 31

2005 2004 2003
Income tax expense (benefit) at the federal statute of 35% $ 347,08¢ $ 46,61¢ $ (2,650
State income taxes, net of effect of federal teneffie 37,61: 8,63 (3,379
Foreign income taxed at a different statutory e (2,76€) 2,931 3,514
Incremental tax on unremitted earnings of certain-U.S. subsidiarie 2,30¢ 3,24( 6,917
Non-deductible amortization of n-cash compensation exper 22,20z — —
Equity in income of foreign unconsolidated affiéa (1,237) —
Tax exempt incom (3,359 (4,84%) (5,755
Foreign income tax credits utiliz¢ (594) (53,460 (4,61%)
Foreign income taxes related to the change in d@o€ a foreign

subsidiary — 38,61¢ —
NOLs utilized due to the change in domicile of eefgn subsidian — (23,159 —
Amortization of intangible: — 11,46¢ 24,10¢
Impairment of no-deductible goodwil — 56,201 —
Change in valuation allowan 1,262 (111 (34,249
Effect of change in estimated combined state te (10,379 — (3,537)
Change in tax reservi 10,85¢ (8,625 (4,987%)
Other, ne (14,177 (2,010 41€
Income tax expense (benet $ 391,06¢ $ 74,26¢ $ (24,219)

In 2005, the Joint Committee of Taxatiompteted its review and approved the audit settlémpesviously agreed to with the Internal
Revenue Service ("IRS") for the years ended Dece@bgel997 through 2000. The resolution of this B¥&mination did not have a material
effect on the Company's consolidated results ofaifmis or its consolidated financial position. TRE is currently examining the Company's
tax returns for the years ended December 31, 20@Lgh 2003. The examination is expected to be &eteghin 2007. The Company is
routinely under audit by federal, state, local &oreign authorities in the area of income tax. Ehasdits include questioning the timing and
amount of deductions and the allocation of incomerg various tax jurisdictions. Annual tax provissanclude amounts considered sufficient
to pay assessments that may result from examinafiprior year returns; however, the amount paidrugesolution of issues raised may differ
from the amount provided. Differences between #serves for tax contingencies and the amounts wélde Company are recorded in the
period they become known. The ultimate outcomédie$e¢ tax contingencies could have a material effiethe Company's consolidated
financial statements.

In 2004, the Company completed a studpxfiasis of certain assets which resulted in &bé16 million reduction to the carrying value
of deferred tax liabilities, of which $4.5 milliomas recorded as a benefit to the 2004 tax provision

In accordance with APB No. 23, no federal atate income taxes have been provided on pentigmeinvested earnings of certain
foreign subsidiaries aggregating approximately §2iillion at December 31, 2005. Determination & #mount of unrecognized deferred L
income tax liability with respect to such earnimggot practicable.
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NOTE 7—OPERATING SEGMENTS

The overall concept that IAC employs inadetining its operating segments is to presentittential information in a manner consistent
with how the chief operating decision maker andcetige management view the businesses, how thedsses are organized as to segment
management, and the focus of the businesses wjénds to the types of products or services offeretie target market. Expedia, EUVIA, TV
Travel Shop, ECS, Styleclick, Inc., and Avaltug;.|ra subsidiary of PRC, are presented as disagdioperations and, accordingly, are
excluded from the schedules below except for thedgle of assets, in which they are included iparate and other.

During the second quarter of 2005, andbimtemplation of the Spin-Off, the chief operatiregidion maker and executive management of
IAC realigned how they view the businesses and thmbusinesses are organized. Accordingly, beginiminhe second quarter of 2005, IAC
introduced sector reporting that corresponds tatkas of interactivity in which the Company opesaind redefined its operating segments to
present the results consistent with how the chpefrating decision maker and executive managemerertly view the businesses. Further,
during the third quarter of 2005, the chief opergtilecision maker and executive management realigoe they view the Financial Services
and Real Estate operating segment, which is indudéAC's Services sector. Accordingly, beginnindhe third quarter of 2005, IAC
redefined its Financial Services and Real Estaggaijing segment to present the results of LenditpReal Estate each as a separate operating
segment in its Services sector. The new segmesépiation is as follows: the Retailing sector idelsi the U.S. and International Retailing
operating segments; the Services sector incluageSitiketing, Lending, Real Estate, Teleservicestdomhe Services operating segments;
Media & Advertising is its own sector and reporeabegment; and the Membership & Subscriptions s@uttudes the Vacations, Personals
and Discounts operating segments. In addition, t&gbdrts the performance of its Emerging Busineaséscorporate expenses. Media &
Advertising includes two operating segments, IA@rSk & Media and Citysearch, which have been agdesbas one reportable segment in
accordance with SFAS No. 131, "Disclosures abogtfmts of an Enterprise and Related Information."

During 2003, the Company switched from répg adjusted EBITDA as its primary metric to Ogténg Income Before Amortization,
concluding that EBITDA was not the best way to l@lsegment performance as it did not include tedperating costs such as depreciation.
Operating Income Before Amortization is definedasrating income excluding: (1) amortization of fa@sh compensation, distribution and
marketing expense, (2) amortization of intangilsled goodwill impairment, if applicable, (3) pro fiea adjustments for significant acquisitic
if applicable, and (4) one-time items, if applicablhe Company believes this measure is usefuMestors because it represents the
consolidated operating results from IAC's segmeatdgng into account depreciation, which it belig¥® an ongoing cost of doing business, but
excluding the effects of any other non-cash exper@perating Income Before Amortization has cerfiaiitations in that it does not take into
account the impact to IAC's statement of operatainsertain expenses, including non-cash compessation-cash marketing expense, and
acquisition-related accounting. IAC endeavors tmgensate for the limitations of the non-GAAP meagquresented by also providing the
comparable GAAP measure with equal or greater prente, financial statements prepared in accordaithegenerally accepted accounting
principles, and descriptions of the reconcilingrigeand adjustments, including quantifying such #eto derive the non-GAAP measure.
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The following table reconciles Operatingdme Before Amortization to operating income (I3l net earnings available to common

shareholders in 2005, 2004 and 2003.

Operating Income Before Amortizatis

Amortization of no-cash compensation exper
Amortization of no-cash distribution and marketing expel
Amortization of intangible:

Goodwill impairment

Merger costs(a

Operating income (los

Interest incomt

Interest expens

Gain on sale of VUE interes

Equity in income (losses) of VU

Equity in income of unconsolidated affiliates aritley(b)
Income tax (expense) bene

Minority interest in income of consolidated subariiks
Gain on sale of EUVIA, net of te

Income from discontinued operations, net of
Preferred dividend

Net earnings available to common sharehol

Revenue:
Retailing:
U.S.
Internationa

Total Retailing
Services
Ticketing
Lending
Real Estatt
Teleservice:
Home Service

Total Service:
Media & Advertising
Membership & Subscription:
Vacations
Personal:
Discounts
Intra-sector eliminatior

Total Membership & Subscriptior
Emerging Business¢
Intersegment eliminations (

Total
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Years Ended December 31,

2005 2004 2003

(In thousands)

$ 668,27° $ 421,55 $ 366,89¢

(137,53) (70,326 (32,404

= (1,309 (9,45

(186,51) (185,389 (186,67)

— (184,78() —

— — (96)

344,22t (20,249 138,26

141,10¢ 170,18: 147,52¢

(77,679 (68,367) (80,109

523,48° — _

21,96( 16,18¢ (224,46%)

38,57¢ 34,53¢ 11,21¢

(391,06¢) (74,266 24,21

(2,229 (3,159 (5,939

70,152 — —

207,61: 109,99 156,68’

(7,939 (13,057 (13,05%)

$ 868,21 $ 151,80¢ $ 154,34:

N ]

Years Ended December 31
2005 2004 2003
(In thousands)

$ 2,670,95 $ 1,905,90: $ 1,763,68!
379,94° 342,03 348,44:
3,050,89: 2,247,941 2,112,13.
950,17 768,19¢ 743,23:
367,76 159,34 48,63:
57,55¢ 30,43¢ 7,164
337,42 293,89! 294,27
41,00¢ 6,90: —
1,753,93. 1,258,78I 1,093,30!
213,45! 30,46 28,71°¢
272,76 256,84t 222,75
249,50! 197,99: 185,29
218,96 217,93 201,55(
(1,456 (1,310 (1,439
739,78( 671,46¢ 608,16:
29,85: 6,592 —
(34,247 (26,96 (18,820
$ 5,753,67. $ 4,188,27" $ 3,823,48!
"y ]




Years Ended December 31,

2005 2004 2003

(In thousands)

Operating Income (Loss):

Retailing:
u.s. $ 216,69 $ 141,73 $ 117,46¢
International 4,45: 2,97¢ 3,40:
Total Retailing 221,14¢ 144,71¢ 120,87:
Services
Ticketing 189,90« 137,92 116,47:
Lending 55,29( 4,38¢ (11,649
Real Estatt (29,54 (11,967) (4,82¢)
Teleservice! 22,61¢ (167,729 12,46(
Home Service 8,92¢ (2,242 —
Total Service: 247,19¢ (39,620 112,45¢
Media & Advertising 7,702 (47,099 (69,829
Membership & Subscription:
Vacations 85,527 65,01 40,977
Personal: 44,11¢ 18,85( 14,13(
Discounts 11,157 14,03¢ 40,40¢
Total Membership & Subscriptiot 140,79¢ 97,89¢ 95,51¢
Emerging Businesst (13,340 (4,990 (5,929
Corporate and othe (259,279 (171,156 (114,83)
Total $ 344,22¢ $ (20,244 $ 138,26
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Years Ended December 31
2005 2004 2003
(In thousands)

Operating Income Before Amortization:
Retailing:

U.S. $ 276,55( $ 194,66¢ $ 168,26(

Internationa 5,75¢ 4,28¢ 4,69¢
Total Retailing 282,30¢ 198,95¢ 172,95¢
Services

Ticketing 218,65: 164,32¢ 144,50

Lending 80,64¢ 26,06¢ 3,14¢

Real Estatt (16,697 (4,647 (1,957

Teleservice! 22,61 17,05 12,46(

Home Service 11,245 28¢ —
Total Service: 316,47( 203,09: 158,15¢
Media & Advertising 30,51: (13,329 (29,865
Membership & Subscription:

Vacations 110,74¢ 90,23! 66,197

Personal: 47,87 27,56¢ 31,01¢

Discounts 17,541 22,02: 46,09:
Total Membership & Subscriptiot 176,15¢ 139,82: 143,30t
Emerging Businesst (12,74¢) (1,059 (3,779

Corporate and othe (124,42 (105,93) (83,88¢)




Total $ 668,27° $ 421,55 $ 366,89¢
Wy ]
December 31

2005 2004 2003

(In thousands)

Assets:
Retailing:
U.S. $ 4,19435 $ 3,321,34: $ 3,324,89
Internationa 321,25¢ 299,64 306,94
Total Retailing 4,515,61. 3,620,99. 3,631,83
Services
Ticketing 1,777,95: 1,626,27! 1,529,39
Lending(d) 1,197,51! 1,077,46. 799,37
Real Estate(d 138,78t — —
Teleservice! 252,27" 234,09! 419,36¢
Home Service 161,60¢ 156,77: —
Total Service: 3,528,14. 3,094,60. 2,748,13
Media & Advertising 3,309,18! 20,23t 61,49¢
Membership & Subscription:
Vacations 750,03¢ 767,55: 791,53!
Personal: 301,54¢ 286,28( 298,83(
Discounts 392,64¢ 399,11° 380,77:
Total Membership & Subscriptior 1,444,221 1,452,95I 1,471,13!
Emerging Businesst 25,57¢ 19,28¢ 12,88t
Corporate and othe 1,095,02: 14,190,80 13,642,95
Total $ 13,917,76 $ 22,398,86 $ 21,568,45
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Years Ended December 31
2005 2004 2003
(In thousands)

Depreciation, amortization of intangibles and goodw, including
goodwill impairment and cable distribution fees:
Retailing:

uU.S. $ 170,79: $ 164,39¢ $ 162,57(

International 7,99¢ 11,60« 11,02¢
Total Retailing 178,78 176,00( 173,59¢
Services

Ticketing 65,441 59,53¢ 57,25¢

Lending 28,98¢ 21,66 14,90¢

Real Estatt 13,04: 7,321 2,50¢

Teleservices(e 15,23« 202,49° 23,53(

Home Service 4,01¢ 1,165 —
Total Service: 126,72 292,18 98,191
Media & Advertising 36,00z 37,51: 50,94¢
Membership & Subscription:

Vacations 32,58¢ 33,76¢ 34,48¢

Personal: 11,92: 22,86¢ 23,64

Discounts 11,15( 11,68: 8,07t

Total Membership & Subscriptiot 55,66( 68,31( 66,20¢



Emerging Businesst 912 4,084 5
Corporate and othe 7,98¢ 5,88¢ 5,76(

Total $ 406,07° $ 583,97¢ $ 394,71.
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Years Ended December 31,

2005 2004 2003
(In thousands)
Capital expenditures:
Retailing:
u.s. 36,037 $ 49,04C $ 27,49¢
International 6,19¢ 6,04z 3,68¢
Total Retailing 42,23¢ 55,08: 31,18
Services
Ticketing 39,361 38,44 38,24
Lending and Real Estate! 17,821 2,912 2,21¢
Teleservice! 17,86¢ 11,83¢ 11,57¢
Home Service 2,10¢ 61€ —
Total Service 77,167 53,80 52,03
Media & Advertising 19,50¢ 2,95( 2,36:
Membership & Subscription:
Vacations 8,96¢ 6,927 8,09t
Personal: 9,83: 4,13 12,05«
Discounts 5,07¢ 7,56¢ 4,971
Total Membership & Subscriptior 23,87: 18,63( 25,12¢
Emerging Business¢ 6,07¢ 64C 27
Corporate and othe 72,61 36,68 27,77¢
Total $ 241,46¢ $ 167,79 $ 138,51:
| | I
(@ The Company has incurred costs at Ticketmasteénf@stment banking, legal and accounting feesedldirectly to the merge
which are considered as one-time. These costsimeuered solely in relation to the merger, but may be capitalized since
Ticketmaster was considered the target in the aetit for accounting purposes. These costs ddimettly benefit operations
in any manner, would not normally be recorded b liAnot for the fact it already consolidated thigtity. The majority of costs
are for advisory services provided by investmemikieas, and the amounts incurred in 2003 were putdoaghe same fee letters
entered into by Ticketmaster in 2002 after IAC ammzed its intention to commence an exchange aoffeficketmaster in 2002.
Given these factors, IAC believes it is appropriateonsider these costs as one-time.
(b) Other income (expense) for the year ended DeceBhet005 includes a $4.6 million gain reflectinguobes to the fair value
the derivatives that were created in the Spin-Tfie derivatives arise due to IAC's obligation ttivie shares of both IAC and
Expedia common stock upon the conversion of thev€xible Notes and the exercise of certain IAC wats. In addition, other
income (expense) for the year ended December 35 @ludes a $16.7 million gain on the sale of @npany's minority
interest share in the Italian home shopping opamatipartially offset by $15.8 million of realiz&zbses on marketable securiti
(c) Intersegment eliminations relate to services predidetween IAC segments and primarily include aatiter services provided
by the Teleservices segment to other IAC segmardisiding certain of those businesses currentlggméed in discontinued
operations. Revenues generated between IAC congraperating segments are $16.5 million, $9.2 arilind $10.4 million in
2005, 2004, and 2003, respectively. Revenues gekby IAC continuing operating segments from dgtwed operating
segments are $17.7 million, $17.8 million and $8ibion in 2005, 2004, and 2003, respectively. Thamounts are eliminated
in consolidation.
(d) IAC redefined its Financial Services and Real Estqterating segment in 2005 to present Lendingreal Estate each as a
separate operating segment. However, all assettedeio these segments are included in one segraéins impracticable to
allocate the assets between Lending and Real Hetgteriods prior to January 1, 2005.
(e)  Amounts in 2004 include an impairment charge of4&8nillion related to a write-down of Teleserviaggodwill that resulted
from the Company's annual impairment review undeASNo. 142,
® IAC redefined its Financial Services and Real Estgterating segment in 2005 to present LendingRead Estate each as

separate operating segment. However, all capifgmditures related to these segments are includedd segment as it is
impracticable to allocate capital expenditures leetwlLending and Real Estate for all periods presknt
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The Company maintains operations in thaddhStates, Germany, the United Kingdom, Canadatret international territories.
Geographic information about the United Statesiatetnational territories as of and for the yeardexl December 31, 2005, 2004, and 2003
are presented below (in thousands).

Years Ended December 31

2005 2004 2003

Revenue
United State: $ 4,949,24. $ 3,638,691 $ 3,239,09.
All other countries 804,42¢ 649,58¢ 584,39!

$ 5,753,67. $ 4,188,227 $ 3,823,48!
]
December 31

2005 2004 2003

Long-lived asset:
United State! $ 560,20: $ 465,73 $ 477,39¢
All other countries 36,47 39,007 41,60¢

$ 596,67t $ 504,74. $ 519,00t
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NOTE 8—RECONCILIATION OF NON -GAAP MEASURE

The following table reconciles Operatingdme Before Amortization to operating income (Idses)the Company's operating segments
and to net earnings available to common sharet®iddptal (in millions, rounding differences magcar):

For the year ended December 31, 2005:

Operating Income Amortization of Operating
Before non-cash income
Amortization items (loss)
Retailing:
u.s. $ 276.¢ $ (59.9 $ 216.7
International 5.8 (1.3 4.t
Total Retailing 282.c (61.2) 221.1
Services
Ticketing 218.7 (28.7) 189.¢
Lending 80.¢ (25.9) B5.<
Real Estatt (16.7) (12.¢) (29.5)
Teleservice! 22.¢ — 22.¢
Home Service 11.2 2.3 8.¢
Total Service: 316.t (69.9) 247 .2
Media & Advertising 30.t (22.¢) 7.7
Membership & Subscription:
Vacations 110.7 (25.2) 85.t
Personal: 47.¢ (3.9 441
Discounts 17.t (6.4) 11.2
Total Membership & Subscriptiot 176.2 (35.9) 140.¢
Emerging Businesst (12.7) (0.€) (13.9)
Corporate and othg (224.9) (234.9) (259.9)
Total $ 668.2 $ (324.0) 344.:
I I
Other income, ne 647.5
Earnings from continuing operations before income$ and minority intere 991.5
Income tax expens (391.))
Minority interest in income of consolidated subariiks (2.2)
Earnings from continuing operatio 598.4
Gain on sale of EUVIA, net of te 70.2
Income from discontinued operations, net of 207.¢
Earnings before preferred divider 876.2
Preferred dividend (7.¢
Net earnings available to common sharehol $ 868.2
I
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For the year ended December 31, 2004:

Operating Income Amortization of Operating
Before non-cash income
Amortization items (loss)
Retailing:
U.S. $ 1947 $ (52,9 $ 141.%
Internationa 4.3 1.3 3.C

Total Retailing 199.( (54.2) 144



Services

Ticketing 164.c (26.9) 137.¢
Lending 26.1 (21.9) 4.4
Real Estatt (4.€) (7.3 (12.0
Teleservice! 17.1 (184.9) (167.7%)
Home Service 0.3 (2.5 (2.2
Total Service: 203.1 (242.7) (39.¢)
Media & Advertising (13.9) (33.9) (47.1)
Membership & Subscription:
Vacations 90.2 (25.2) 65.C
Personal: 27.€ (8.7 18.¢
Discounts 22.C (8.0 14.C
Total Membership & Subscriptior 139.¢ (41.9 97.¢
Emerging Businesst (1.1 3.9 (5.0
Corporate and othe (105.9) (65.2) (A71.2)
Total $ 421¢€ $ (441.%) (20.2)
I I
Other income, ne 152.%
Earnings from continuing operations before income$ and minority intere 132
Income tax expens (74.9)
Minority interest in income of consolidated subariks (3.2
Earnings from continuing operatio 54.¢
Income from discontinued operations, net of 110.C
Earnings before preferred divider 164.¢
Preferred dividend (13.1)
Net earnings available to common sharehol $ 151.¢
.|
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For the year ended December 31, 2003:

Operating
Income Before Amortization of Merger Operating
Amortization non-cash items costs income (loss)

Retailing:

u.s. $ 168.: $ (50.8&) $ — $ 117.f

International 4.7 1.3 — 34
Total Retailing 173.( (52.7) — 120.¢
Services

Ticketing 144.¢ (28.0) (0.7 116.5

Lending 3.1 (24.9) — (11.¢)

Real Estatt (2.0 (2.9 — (4.9

Teleservice! 12.F — — 12.t
Total Service: 158.2 (45.7) (0.2 112t
Media & Advertising (29.9 (50.0 — (69.¢)
Membership & Subscription:

Vacations 66.2 (25.2) — 41.C

Personal: 31.C (16.9 — 14.1

Discounts 46.1 (5.7) — 40.4
Total Membership & Subscriptiot 143.: (47.¢) — 95.k
Emerging Businesst¢ (3.9 (2.2 — (5.9
Corporate and othe (83.9) (30.9) — (114.9




Total $ 366.¢ $ (2285 $ 0.2) 138.:

Other expense, n (145.9
Loss from continuing operations before income tea@s$ minority interes (7.€)
Income tax benef 242
Minority interest in income of consolidated subariks (5.9
Earnings from continuing operatio 10.7
Income from discontinued operations, net of 156.7
Earnings before preferred divider 167.¢
Preferred dividend (13.1)
Net earnings available to common sharehol $ 154.:

NOTE 9—DISCONTINUED OPERATIONS

During the second quarter of 2003, ECS,e8tidk, Inc. and Avaltus, Inc., a subsidiary of PR€ased operations due to the lack of
consumer acceptance in the marketplace as welhasgement concerns about the viability of the lmssias. In June 2005, IAC sold its 48.6%
ownership in EUVIA (which was previously reportedthe International segment of IAC's Retailing eector approximately $204.0 million
which resulted in a pre-tax gain of $127.1 millexmd an after-tax gain of $70.2 million. During gexond quarter of 2005, TV Travel Shop
ceased the sale of third-party travel productsuhats broadcast programming. On August 9, 2086, tompleted the spin-off of its travel
businesses, including Expedia.com, Hotels.com, Hetand TripAdvisor, into an independent public gamy, Expedia, Inc. Accordingly, the
results of operations, statements of position asth dlows of these businesses are presented amtiised operations for all periods presen
The net
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revenue and net earnings, net of the effect ofraimprity interest for the aforementioned disconédwperations for the applicable periods,
were as follows (in thousands):

Year Ended December 31

2005 2004 2003

Net revenus $ 1,365,141 $ 2,005,421 $ 2,505,02:
I I I

Income before income taxes and minority inte $ 271,11 $ 243,53. $ 264,91

Income tax expens (58,13)) (122,96°) (42,88))

Minority interest in income of consolidated subariiks (5,379 (10,57 (65,34¢)

Net earning: $ 207,61: $ 109,99: $ 156,68
I I

Income from discontinued operations, netaaf in 2005 was principally due to the incoméEapedia and EUVIA as well as a tax benefit
of approximately $62.8 million related to the wrd#f of the Company's investment in TV Travel Shoyome from discontinued operations,
net of tax, in 2004 was principally due to the imzbof Expedia and EUVIA. The income was partialiget by the losses at TV Travel Shop,
as well as an adjustment in the second quarte®@@4 2o the deferred tax liability of IAC's investmién Styleclick, Inc. to reflect minority
interest, which resulted in a reduction of a tarddi recorded in 2002 when the deferred tax liabd of IAC's investment in Styleclick, Inc.
were originally reversed. Income from discontinegerations, net of tax, in 2003 was principally timéhe income of Expedia and EUVIA as
well as a tax benefit recognized due to the shutrdof Styleclick, Inc. The net assets transfergefixpedia as of August 9, 2005 and as
reported as discontinued operations as of DeceBhe2004 were as follows (in thousands):

Current assetl

Goodwill
Intangible assets, n
Other nor-current assel

Total nor-current asset

Current liabilities

Deferred income taxe
Other lon¢-term liabilities

Total nor-current liabilities
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August 9, 200=

December 31, 200.

$ 54451. $ 308,39:
.| |
$ 5,889,12 $ 5,849,13
1,227,38! 1,279,36,
126,45! 232,21¢

$ 7,242,961 $ 7,360,71!
.| |
$ 1,496,53( $ 982,17¢
.| |
$ 368,65¢ $ 349,29:
109,93: 68,68

$ 478,58¢ $ 417,97t
.| |




The assets and liabilities of EUVIA at Dexteer 31, 2004 have been classified in the acconipgrpnsolidated balance sheets as "Assets
held for sale" (which is included in "Other currassets”) and "Liabilities held for sale." Such asgets held for sale consist of the following
thousands):

December 31, 200

Current assel $ 108,86!
Goodwiill 218,30¢
Other asset 12,70¢
Total assets held for se 339,88(
Total liabilities held for sal: (295,77Y)
Total net assets held for s: $ 44,107

.|

NOTE 10—SALE OF VUE INTERESTS

On June 7, 2005, IAC completed a transaatith NBC Universal in which IAC sold its commondpreferred interests in VUE for
approximately $3.4 billion in aggregate considemattonsisting of approximately $1.9 billion in cagB.3 million IAC common shares
formerly held by NBC Universal and $115 milliontefevision advertising time that NBC Universal willovide through its media outlets over
a three-year period. Based upon the closing pfitA® common stock on June 7, 2005 of $49.28, & 2nillion IAC common shares had a
market value of approximately $1.4 billion. Thenisaction resulted in an after-tax gain of $322.llioni. The after-tax gain was determined as
follows (in thousands):

Proceeds receive

Cash $ 1,882,29:
Value of 28.3 million IAC common shar 1,394,90:
Television advertising tim 115,00(
Total proceeds receive 3,392,19.

Book value of VUE interest:
Common interes 804,73:
Preferred A interes 632,44
Preferred B intere: 1,428,53!
Total book value of VUE interes 2,865,70
Subtotal 526,48
Less: Transaction cos (3,000
Pre-tax gain 523,48
Income tax expens (201,38
After-tax gain on sale of VUE interes $ 322,10:
|
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NOTE 11—MARKETABLE SECURITIES AND INVESTMENTS HELD FOR SALE

At December 31, 2005, marketable securétieslable-for-sale were as follows (in thousands):

Gross Gross
Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
Auction rate preferre
securities $ 19,15 $ 33 % — % 19,18:
U.S. government and agenc 607,23( 14 (11,359 595,88!
Non-U.S. governmer
securities and other fixed tei
obligations 721,70¢ 137 (3,779 718,07.
Corporate debt securiti 158,15: 7 (3,240 154,91¢
Total debt securitie 1,487,091 15¢ (18,379 1,468,87!
Total marketable securitic ~ $ 1,506,241 $ 191 $ (18,379 $  1,488,05

The net unrealized loss is included withiiher comprehensive income and is recorded netlefexrred tax benefit of $6.1 million as of
December 31, 2005. The proceeds from sales anditrestwf available-for-sale marketable securitiese approximately $3.1 billion, which
resulted in gross realized gains of $0.3 milliod gnoss realized losses of $16.1 million for tharyended December 31, 2005. Additionally,
the Company recognized $7.1 million and $1.6 millid foreign exchange gains and losses relatedat&etable securities, respectively,
through earnings during the year ended Decembe2(BI5.

The contractual maturities of debt secesitilassified as available-for-sale as of DecerBbeP005 are as follows (in thousands):

Estimated Fair

Amortized Cost Value
Due in one year or le: $ 493,03. $ 489,81t
Due after one year through two ye 252,61¢ 246,69¢
Due after two through five yea 255,23¢ 248,31
Due over five year 486,20: 484,04:
Total $ 1,487,090 $ 1,468,87!
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The following table summarizes those inwesits with unrealized losses at December 31, 2@tthiave been in a continuous unrealized
loss position for less than twelve months and thwsecontinuous unrealized loss position for tveetronths or longer (in thousands):

Less than 12 months 12 months or longer Total
Gross Gross Gross
Unrealized Unrealized Unrealized

Fair Value Losses Fair Value Losses Fair Value Losses

U.S. government and agenc $ 119,80: $ (1,09¢) $ 465,54: $ (10,269 $ 585,34. $ (11,359
Non-U.S. government securities and ot

fixed term obligation: 89,74¢ (1,147 109,10¢ (2,639 198,85: (3,779
Corporate debt securitit 65,81¢ (1,339 67,08 (1,908 132,89 (3,240
Total $ 27536 % (357)$  641,72¢ $ (14,809 $  917,09: $ (18,379

The gross unrealized losses related talfireome securities were due primarily to changeaterest rates. The Company's management
has determined that the gross unrealized lossés orarketable securities at December 31, 2005ean@orary in nature. The Company revi
its investments to identify and evaluate investra¢at have indications of possible impairmenttéi@acconsidered in determining whether a
loss is temporary include the length of time antkexto which fair value has been less than thélwasis, the financial condition and near-term
prospects of the obligor, and the Company's irdedtability to hold the investment for a periodiofe sufficient to allow for any anticipated
recovery in market value. Substantially all of @empany's fixed income securities are rated investrgrade or better. In the first quarter of
2005, the Company recognized $15.0 million of Issbat were deemed to be other-than-temporaryeretatmarketable securities that were
expected to be sold by the Company to fund its caglus related to: the repurchase of 26.4 millfaress of IAC common stock associated
with the acquisition of IAC Search & Media; the asition of Cornerstone Brands; and the redemptiosubstantially all of IAC's preferred
stock for $656 million in connection with the SpDif.

During the year ended December 31, 2005%,5illion of net unrealized losses included witbther comprehensive income as of
December 31, 2004 were recognized into earnings.

From time to time the Company makes equigstments in nopublicly traded companies which are accounted fafen the cost methq
as the Company does not have the ability to exesignificant influence over the respective companoperating and financial policies. These
investments are included in "Long-term investmeirnighe accompanying consolidated balance sheéttave a carrying value of
approximately $45.2 million and $16.7 million aslécember 31, 2005 and 2004, respectively. The @osnmonitors its investments for
impairment on a quarterly basis and makes appreprégluctions in carrying values when such impaisare determined to be other-than-
temporary. Factors used in determining an impaitriteriude, but are not limited to, the current Ingsis environment including competition
and uncertainty of financial condition; going corrceonsiderations such as the rate at which thesitee company utilizes cash, and the
investee company's ability to obtain additionavaté financing to fulfill its stated business pléame need for changes to the investee company'
existing business model due to changing businegsoements and its ability to successfully implemeecessary changes; and comparable
valuations. If an investment is determined to bpdired, a determination is made as to whether saphirment is
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other-thantemporary. If the Company has not identified evemtshanges in circumstances that may have a gignifadverse effect on the f
value of a cost investment, then the fair valuewifh cost method investment is not estimated,iasrtpracticable to do so. The Company
recognized an other-than-temporary loss of $23lHomirelated to an investment accounted for urtiercost method during the third quarter
of 2005 which is included in discontinued operasi@s the investment was an Expedia asset. Tharieéion to recognize an other-than-
temporary loss related to this investment was milgnhased on information received during the thgudarter of 2005 indicating deteriorating
financial conditions of the investment.

The Company has other investments in ecpatyirities, which are marked to market, and askided in "Long-term investments” in the
accompanying consolidated balance sheets. Inclwitath other comprehensive income at December B052nd 2004 were unrealized gains
of $4.7 million and $3.2 million, respectively, agtd to these investments, which are recordedfrisferred tax expense of $3.0 million and
$2.0 million, respectively.

At December 31, 2004, marketable securé#tieslable-for-sale were as follows (in thousands):

Gross Gross

Unrealized Unrealized Estimated

Cost Gains Losses Fair Value
Auction rate preferred securiti $ 166,05: $ 33 % — $ 166,08
U.S. government and agenc 1,116,00 6 (17,68¢) 1,098,322

Non-U.S. government securities and other fixed term

obligations 889,11! 7,771 (4,08¢9) 892,80:
Corporate debt securitir 253,86! 74 (1,410 252,52¢
Total debt securitie 2,258,98 7,851 (23,18¢) 2,243,65!
Total marketable securitie $ 2,425,04. $ 7,89C $ (23,18¢) $ 2,409,74!

The net unrealized losses on availables#&te securities noted above includes $5.5 millibwroealized foreign exchange gains that have
been recognized through earnings during the yededDecember 31, 2004. The remaining net unrealoegis included within other
comprehensive income and is recorded net of a efeax benefit of $8.0 million as of December 2004. The proceeds from sales and
maturities of available-for-sale marketable se@sitvere approximately $2.6 billion, which resultedyross realized gains of $5.3 million and
gross realized losses of $2.0 million for the yereded December 31, 2004.
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The following table summarizes those inresits with unrealized losses at December 31, 2@t4htve been in a continuous unrealized
loss position for less than twelve months and thiesecontinuous unrealized loss position for tveetronths or longer (in thousands):

Less than 12 months 12 months or longer Total
Gross Gross Gross
Unrealized Unrealized Unrealized

Fair Value Losses Fair Value Losses Fair Value Losses

U.S. government and agenc $ 452,96: $ (4,995 $ 645,36. $ (12,69)%  1,098,32" $ (17,68¢)
Non-U.S. government securities and ot

fixed term obligation: 736,03¢ (3,196 59,24t (893 795,28« (4,089
Corporate debt securitir 218,54! (868) 33,96: (543 252,50° (1,411
Total $ 1,407,554 $ (9,059%  738,57( $ (14,12)$ 2,146,111 $ (23,186

During the year ended December 31, 2004, sillion of net unrealized losses included witbiher comprehensive income as of
December 31, 2003 were recognized into earnings.

127




NOTE 12—EARNINGS (LOSS) PER SHARE

The following table sets forth the compistatof Basic and Diluted earnings per share. Afirehinformation has been adjusted to reflect

IAC's one-for-two reverse stock split in August 300

Earnings from continuing operations:
Numerator:

Earnings from continuing operatio
Preferred stock dividends(a)(

Net earnings (loss) from continuing operations lade to commol
shareholder
Interest expense on convertible note:

Net earnings (loss) from continuing operations lade to commol
shareholders after assumed conversion of convemibtes

Denominator:

Basic shares outstandil

Dilutive securities including stock options, warnsand restricted stock a
share unit:

Denominator for basic and diluted earnings pere—weighted averag
shares(d)(e

Net earnings available to common shareholder:
Numerator:

Earnings before preferred divider

Preferred stock dividends(a)(

Net earnings available to common sharehol
Interest expense on convertible note:

Net earnings available to common shareholders agumed conversion
convertible note

Denominator:

Basic shares outstandi

Dilutive securities including stock options, warsand restricted stock a
share unit:

Denominator for basic and diluted earnings pere—weighted averag
shares(d)(e

Earnings (loss) per share
Basic earnings (loss) per share from continuingatmns
Discontinued operations, net of t

Basic earnings per share from net earn

Diluted earnings (loss) per share from continuipgrations
Discontinued operations, net of t

Diluted earnings per share from net earni

@

Years Ended December 31

2005

2004

2003

(In thousands, except per share date

$ 59838 $ 54861 $ 10,70¢
(7,939) (13,059 (13,055)
590,44 41,81 (2,346)
1,18( — —

$ 591,62¢ $  4181c $ (2,346)
| | |
329,45 347,99( 300,03:
27,15¢ 23,22: —
356,61 371,21 300,03
| | |
$ 87615 $ 164,860 $ 167,39
(7,939) (13,059 (13,055
868,21: $  151,80¢ $ 154,34
1,18( — —

$ 869,39 $ 151,80¢ $ 154,34
| | |
329,45 347,99( 300,03
27,15¢ 23,22: —
356,61 371,21 300,03
| | |
$ 1.7¢ $ 0.1z $ (0.01)
0.8F 0.32 0.52

$ 264 $ 044 $ 0.51
| | |
$ 1.6 $ 011 $ (0.01)
0.7¢ 0.3( 0.52

$ 2.4€ $ 041 $ 0.51
| | |

On August 9, 2005 and prior to the S-Off, approximately 13.1 million shares of the Comypa preferre(
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stock were redeemed for approximately $656 million.

(b) For the year ended December 31, 2005, approximé&t8lynillion weighted average common shares relatede assumed conversior
the Company's preferred stock were included irctieulation of diluted earnings because their isicln was dilutive. Accordingly,
under the "if-converted" method, the preferred diwvids were excluded from the numerator in calodadiluted earnings per share.

(c) For the year ended December 31, 2005, approximat@lynillion weighted average common shares relatede assumed conversior
the Convertible Notes were included in the caléafadf diluted earnings per share because thelusian was dilutive. Accordingly,
under the "if-converted" method, the after-tax e expense on the convertible subordinated medss=xcluded from the numerator in
calculating diluted earnings per share.

(d)  Weighted average common shares outstanding inthedimcremental shares that would be issued upmaghumed exercise of stc
options and warrants, the vesting of restrictedlstonits and the conversion of the Company's predestock and Convertible Notes.
For the years ended December 31, 2004 and 2008x@apmately 9.7 million and 31.4 million shares tisauld potentially dilute basic
earnings per share in the future were excluded thwrcalculation of diluted earnings per share bsedheir inclusion would have been
anti-dilutive.

(e) Because the Company had a loss from continuingatipes available to common shareholders in 200poaéntially dilutive securitie
were excluded from the denominator for computirgtdd earnings per share, since their impact oniegs per share from continuing
operations would be anti-dilutive. In accordancthv8FAS No. 128, "Earnings per Share," the sameesteae used to compute all
earnings per share amounts.

NOTE 13—SHAREHOLDERS' EQUITY

All IAC common stock share information amretated per share prices included in this note teen adjusted to reflect IAC's one-for-two
reverse stock split in August 2005.

Description of Common Stock and Class B Convertibl€ommon Stock

The following is a description of IAC's cormon stock before and after the Spin-Off. The otgrge effected by the Spin-Off to the terms
of IAC's common stock was the change in par valom{$0.01 to $0.001.

With respect to matters that may be suleaitd a vote or for the consent of IAC's sharehsldenerally, including the election of
directors, each holder of shares of IAC commonkstt®C Class B common stock and IAC preferred stecte together as a single class. In
connection with any such vote, each holder of IAGmon stock is entitled to one vote for each sb&t&C common stock held, each holder
of IAC Class B common stock is entitled to ten edi@r each share of IAC Class B common stock hettlesch holder of IAC preferred stock
is entitled to two votes for each share of IAC predd stock held. Notwithstanding the foregoing, tlelders of shares of IAC common stock,
acting as a single class, are entitled to elect 86#be total number of IAC's directors, and, ie #vent that 25% of the total number of direc
shall result in a fraction of a director, then tiwders of shares of IAC common stock, acting simgle class, are entitled to elect the next
higher whole number of IAC's directors. In additi@relaware law requires that certain matters beayga by the holders of shares of IAC
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 willli 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 event of
any merger, consolidation or other reorganizatilAQ with another corporation. Upon the conversashares 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&@mon 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, sharelare, such dividends as may be dec
by IAC's Board of Directors out of funds legallyadable therefore. In the event of a liquidatioissdlution, distribution of assets or winding-
up of IAC, the holders of shares of IAC common ktand the holders of shares of IAC Class B comntocksare entitled to receive, share for
share, all the assets of IAC available for distifmuto its stockholders, after the rights of thetders of the IAC preferred stock have been
satisfied.

In the event that IAC issues or proposdsdoe any shares of IAC common stock or ClassrBngon stock (with certain limited
exceptions), including shares issued upon exerc@®jersion or exchange of options, warrants amgexible securities, Liberty Media
Corporation ("Liberty") will have preemptive rightisat entitle it to purchase, subject to a capjalver of IAC common shares so that Liberty
will maintain the identical ownership interest iG that Liberty had immediately prior to such issc@ or proposed issuance. Any purchase by
Liberty will be allocated between IAC common sta@eid Class B common stock in the same proportidgheassuance or issuances giving rise
to the preemptive right, except to the extent thla¢rty opts to acquire shares of IAC common stiockeu of shares of IAC Class B common
stock. During 2005 and 2004, Liberty did not exseecany of its preemptive rights.

Description of Preferred Stock

IAC's Board of Directors has the authot@tydesignate, by resolution, the powers, prefergnights and qualifications, limitations and
restrictions of preferred stock issued by IAC withany further vote or action by the sharehold&rs; shares of preferred stock so issued
would have priority over shares of IAC common stackl shares of IAC Class B common stock with reisigedividend or liquidation rights or
both.
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In connection with the 2002 acquisitioraafontrolling interest in Expedia.com, IAC issuedagigregate of approximately 13.1 million
preferred shares, par value $0.01 per share, veleictirities were designated as "Series A Cumul&@orevertible Preferred Stock," each having
a $50.00 face value and a term of 20 years, wisicaferred to in this document as IAC Series Agmrefd stock. In connection with the Spin-
Off, on August 9, 2005, approximately 13.1 millisimares of IAC Series A preferred stock were pl&® for $50.00 in cash per share, plus
accrued and unpaid dividends. The remaining sharesC Series A preferred stock outstanding immealiaprior to the Spin-Off were either
put to IAC for (i) the shares of IAC common stoeideExpedia common stock that would have otherwisnbreceived by the holders thereof
had they converted their IAC Series A preferredisiato IAC common stock immediately prior to thgiisOff or (ii) one share of IAC
Series B preferred stock and one share of Expesli@sSA preferred stock, each of which mirror ihnadterial respects the terms of the IAC
Series A preferred stock. At December 31, 2005,8%8es of IAC Series B preferred stock were onsiey.

Each share of IAC Series B preferred stsa@onvertible, at the option of the holder at &ime, into that number of shares of IAC
common stock equal to the quotient obtained bydétng the face value of $27.77 by the conversionepper share of IAC common stock. The
conversion price is initially equal to $37.48 pkae of IAC common stock and is subject to downvaadjistment if the price of IAC common
stock exceeds $38.98 at the time of conversionuamtsto a formula set forth in the certificate ebiynation for the IAC Series B preferred
stock. On February 4, 2022, all then outstandirageshof IAC Series B preferred stock shall autocaditi be converted into shares of IAC
common stock. Shares of IAC Series B preferredkstoay be put to IAC at the option of the holderréwd on the fifth, seventh, tenth and
fifteenth anniversary of February 4, 2002 for casktock at IAC's option. IAC also has the rightedeem the shares of IAC Series B prefe
stock for cash or stock commencing on the tentlivensary of February 4, 2002. In the event of amtary liquidation, dissolution or winding-
up of IAC, holders of IAC Series B preferred stagK be entitled to receive, in preference to amyder of IAC common stock or IAC Class B
common stock, an amount per share equal to albadcand unpaid dividends plus the greater of @ felue, or (b) the liquidating distributi
that would be received had such holder convertedAC Series B preferred stock into IAC common ktmemediately prior to the liquidation,
dissolution or winding-up of IAC. Shares of IAC B preferred stock accrue dividends at 1.99%alple quarterly in cash or stock at IAC's
option. The Company paid cash dividends of appraséty $9.6 million, $13.1 million and $13.1 millien the years ended December 31,
2005, 2004 and 2003, respectively, in respect &f Beries A preferred stock.

In accordance with SFAS No. 128, for pugsosf calculating diluted earnings per share, thmgany uses the if-converted method of
calculating the dilutive effect of the IAC SeriepBeferred stock and prior to the completion of $pén-Off, used this method for purposes of
calculating the dilutive effect of the IAC Seriegpfeferred stock. Under the if-converted methodyugées are assumed to be converted at the
beginning of the period if the conversion of thekares would be dilutive.

Note Receivable from Key Executive for Common Stockssuance

In connection with the employment of BalDiyler as Chief Executive Officer in August 1995etCompany agreed to sell Mr. Diller
883,976 shares of IAC common stock ("Diller Shares'$11.3126 per share for cash and a non-recpueseissory note in the approximate
amount of $5.0 million,
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secured by approximately 530,000 shares of IAC comstock. The promissory note is due on the easfi€i) the 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¢InBDTV II, Inc., BDTV llI, Inc.,
BDTV IV, Inc., his own holdings and pursuant toraxy over shares held by Liberty under the ameradetirestated stockholders agreement,
dated as of August 9, 2005, between Liberty andDilter, had the right to vote approximately 16.848,226,079 shares) of IAC's outstanding
common stock, and 100% (25,599,998 shares) of |lA@standing Class B common stock at December@®15.2As a result, Mr. Diller
controlled 55.7% of the outstanding total votingveo of the Company as of December 31, 2005 anfléstaely able to control the outcome
of nearly all matters submitted to a vote of thenPany's shareholders. Liberty holds substantidllgfahe economic interest in, and Mr. Dil
holds all of the voting power in, the shares of 18Gck held by the BDTV entities listed above.

Reserved Common Shares

In connection with equity compensation glamarrants, and other matters, 97,596,679 sh&i@ésCocommon stock were reserved as of
December 31, 2005.

Stock-Based Warrants

At December 31, 2005, warrants (in thousqutal acquire shares of IAC common were outstandifpllows:

Number of IAC common
shares underlying

Average Strike per Warrants outstanding at
IAC Share Expiration Date December 31, 2005
Issued in 2002 Expedia.com di $ 38.9¢ 2/4/09 7,29t
Issued in Vivendi dea
Tranche 1 $ 30.5¢ 2/7/12 12,09:
Tranche 2 $ 36.1( 2/7/12 4,00(
Converted Expedia.cor
Tranche 1 $ 14.8¢ 2/4/09 11,09¢
Other $ 16.5¢ 11/7/0<5/19/10 164
$ 27.8¢ 34,64¢

The information in the table above refld&t€'s continuing obligation to its warrant holdetghsequent to the Spin-Off. In addition, with
respect to certain of the warrants included indéyetion "Other" noted in the table above, Expeslialiligated to issue to the same warrant
holders Expedia common stock for their portionhef bbligation that arises from the Spin-Off.

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.conrawmés in the merger, and its continuing obligafast Spin-Off, at December 31, 2005,
the Company had contingently issuable warrantsitohase approximately
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0.5 million shares of IAC common stock under sugteaments. Such warrants will be issued at faiketaralue on the date of issuance if and
when earned.

During 2005, various warrants to acquitzrillion shares of IAC common stock were exercif@daggregate proceeds of $1.8 million.
The strike prices ranged from $7.36 to $14.56.

On September 17, 2004, warrants to acquirenillion shares of IAC common stock issued injoaction with the Ticketmaster merger
expired unexercised. The strike prices ranged $6¢ 18 to $128.34. During 2004 there were no melterarrant exercises.

Common Stock Exchangeable for Preferred Interest

On June 7, 2005, IAC completed a transaatith NBC Universal in which IAC sold its commonapreferred interests in VUE for
approximately $3.4 billion in aggregate considematiwhich consideration included 28.3 million sizaoé IAC capital stock, valued at
$1.4 billion, as described below. See Note 10 diothier discussion of the sale by IAC of its comnaod preferred interests in VUE.

Immediately prior to the completion of tiiansaction, NBC Universal beneficially owned 2ilion shares of IAC common stock and
6.7 million shares of IAC Class B common stock @ddptal of 28.3 million IAC shares).

Common Stock Repurchases

During 2004 and 2003, IAC announced tigaBivard of Directors authorized the repurchasenaiggregate of 80 million shares of IAC
common stock. Pursuant to that authority IAC marchase shares over an indefinite period of timetheropen market or through private
transactions, depending on those factors IAC deetagsant at any particular time, including, withdintitation, market conditions, share price
and future outlook. Pursuant to the Board's autlations, during 2005 and 2004, IAC purchased 50l&mand 7.9 million shares of IAC
common stock for aggregate consideration of $ll®biand $426.9 million, respectively. At Deceml3dr, 2005, IAC had approximately
826 thousand shares remaining in these authonimati@uring January 2006, IAC repurchased the rem@i26 thousand shares pursuant to
these authorizations for an aggregate considerafi$23.8 million.

NOTE 14—STOCK COMPENSATION PLANS

IAC currently has a total of sixteen equigsed compensation plans under which stock opéndther equity awards are outstanding,
including plans assumed in acquisitions. During®208C assumed certain plans in connection withl&@ Search & Media and Cornerstone
Brands acquisitions and terminated certain plamsyant to which it did not intend to grant furtkeguity awards.

The provisions of these sixteen plans endar, in that each plan generally has a termeofyears with awards under those plans vesting
generally over a four-year period for stock optiansl over a fiverear period for Restricted Stock Units ("RSUs")irféen of the sixteen plar
including those assumed, have no additional stptios or other equity awards available for futgrant. The Company intends to grant fut
awards from the three active plans described bedtivof which currently cover outstanding stockiops to acquire shares of IAC common
stock and RSUs, as well as provide for the futuesgof these and other equity awards.
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The three active plans under which futwearals may be granted are: the IAC 2005 Stock antlAhincentive Plan, the Amended and
Restated IAC 2000 Stock and Annual Incentive Plahthe IAC 1997 Stock and Annual Incentive Plandéhthe IAC 2005 Stock and Annt
Incentive Plan, the Company is authorized to gstmtk options, restricted stock and other equisedeawards for up to 25,000,000 shares of
IAC common stock. IAC's Board of Directors approwed adopted the IAC 2005 Stock and Annual Incerfiilan, effective as of June 7,
2005, subject to approval by IAC's stockholdersiciwlapproval was obtained on July 19, 2005. Und€r's 2000 Stock and Annual Incentive
Plan and 1997 Stock and Annual Incentive PlanCibimpany is authorized to grant stock options, et stock and other equity based
awards and the number of shares that remainedallailor future awards pursuant to the authorinationder each of these plans immediately
prior to the reverse stock split and Spin-Off wdgiated to give effect to these transactions, whidjustments are reflected in the information
set forth below. All three of the active plans déssd above authorize the Company to grant awards employees, officers, directors and
consultants.

In addition, each of the three plans désctiabove has a stated term of ten years and pothét the exercise price of stock options
granted will not be less than the market pricehef€Company's common stock on the date of grantplares do not specify grant dates or
vesting schedules as those determinations havedsdegated to the Compensation/Benefits Committé&@'s Board of Directors (the
"Committee"). Each grant agreement reflects théivgschedule for that particular grant as deteedihy the Committee. Stock option awards
to date have generally vested in equal annuallimstats over a fougear period, and RSU awards to date have generadied in equal annu
installments over a five-year period, in each césen the date of grant.

Stock Options

A summary of changes in outstanding stqaioos under the plans under which stock optiopsoaitstanding is as follows:

December 31,

2005 2004 2003
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price($) Shares Price($) Shares Price($)

(Shares in thousands)

Outstanding at beginning of peri 38,67 $ 23.5¢ 48,83F $ 22.8¢ 34,000 $ 22.5¢
Granted or issued, principally, in connection w
acquisitions and merge 12,77: 24.2( 41€ 18.12 28,21 24.0¢
Exercisec (26,170) 8.8¢ (8,705 16.92 (11,209 23.5¢
Forfeited or expires (3,467 33.8i (1,879 31.02 (2,17¢) 28.3¢
Outstanding at end of peric 31,81 19.7: 38,67 23.5¢ 48,83t 22.8¢
I L] I
Options exercisabl 22,70¢ $ 16.21 33,08¢ $ 22.52 34,67: $ 20.2¢
| | |
Available for gran 19,26( 5,817 8,67(
I L] I

The weighted average fair value of stockams granted during the years ended December(®h,2004 and 2003 at market prices equal
to IAC's common stock on grant date was $24.48,824nd $36.76, respectively. The 2005 weightedane fair value has been adjusted for
both the one-for-
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two reverse stock split in August 2005 and the @alfithe Spin-Off. The 2004 and 2003 weighted ayefair values are stated after giving
effect only to the one-for-two reverse stock split.

During 2005, the Company granted stockaoystito its Chairman at exercise prices greater ket value on the date of grant with a 10-
year term and cliff vesting at the end of five ygavith accelerated vesting upon certain termimatiof employment or upon a change
control. The weighted average exercise price aadvifighted average fair value related to thesetgraere $40.12 and $27.90, respectively.

The following table summarizes the inforimatabout stock options outstanding and exercisablef December 31, 2005.

Options Outstanding Options Exercisable

Weighted Average
Remaining

Outstanding at Contractual Exercisable at

December 31, Life in Weighted Average December 31, Weighted Average
Range of Exercise Prices 2005 Years Exercise Price 2005 Exercise Price

(Shares in thousands)
$0.00 to $10.0 4,24 4.9 $ 5.0C 2,781 $ 4.2C
$10.01 to $20.0r 13,49¢ 2.9 11.9¢ 12,81 11.7:
$20.01 to $30.0 7,161 6.4 24.91 4,89¢ 25.0i
$30.01 to $40.0 4,82°¢ 7.8 34.0¢ 1,53( 32.2%
$40.01 to $50.0 1,93¢ 7.9 47.3¢€ 53t 45.9¢
$50.01 to $60.0 89 4.0 52.1¢ 89 52.1¢
$60.01 to $70.0 10 4.1 68.17 10 68.17
$70.01 to $80.0r 5 4.0 72.81 5 72.81
$80.01 to $90.0 8 4.0 84.1¢ 8 84.1¢
$90.01 to $105.0 40 3.9 102.0¢ 40 102.0¢
31,81¢ 5.0 19.7: 22,70¢ 16.27
I I

Restricted Stock Units

RSUs are awards in the form of phantomeshar units, denominated in a hypothetical equitadember of shares of IAC common stock
and with the value of each RSU equal to the mapkiee of IAC common stock at the date of grant. R$thy be settled in cash, stock or both,
as determined by the Committee at the time of gtdotvever, under the terms of outstanding IAC R3ladrals, at time of vest, all awards to
international employees are to be settled in céls.Company follows the guidance of SFAS No. 148 accounts for these awards to
international employees as liabilities which areked to market each reporting period through egsirt December 31, 2005 and 2004,
approximately 0.3 million international awards weréstanding, respectively. Each RSU grant is suiltgea vesting requirement that includes
one or both of service-based vesting where a dpgufiod of continued employment must pass bedoraward vests, and performance-based
vesting where certain performance targets setetirte of grant must be achieved before an awastsv&@he Company recognizes expense for
all stock-based instruments granted or modifiedrafanuary 1, 2003. For RSU grants to U.S. empiythe accounting charge is measured at
the grant date as the fair value of IAC commonlstord amortized ratably as non-cash compensatientbe vesting term. The expense
associated with RSU awards to non-U.S. employeigdtially measured at
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fair value at the grant date and amortized ratadulpject to mark-to-market adjustments for chamgeise price of IAC common stock, as
compensation expense within general and adminigtrakpenses.

IAC had approximately 6.5 million sharegedtricted stock and RSUs outstanding under I&Gisty plans at December 31, 2005, which
vest principally over a period of five years, indilog approximately 3.3 million units and 3.0 mitianits issued in 2005 and 2004, respecti
The weighted average fair value of restricted stmott RSUs granted during the years ended Decenb&085, 2004 and 2003 was $25.96,
$59.68 and $54.28, respectively. The 2005 weightedage fair value has been adjusted for bothrleefar-two reverse stock split in
August 2005 and the value of the Spin-Off. The 280d 2003 weighted average fair values are stdtedgiving effect only to the one-fawo
reverse stock split.

In connection with the acquisitions of e@mtof its operating subsidiaries, and the fundihgertain start-up businesses, IAC has granted
restricted equity in the relevant business to aerteembers of the business' management. Theseyenuétrds vest over a period of years or
upon the occurrence of certain prescribed eventenfacquiring or funding these entities, IAC h&®tea preferred interest in the entity wit
face value equal to the acquisition price or iteestment cost, which accretes paid-in-kind divideatla prescribed rate of return. The value of
the management equity awards is tied to the valtleeocommon stock, with management as a wholergéneeceiving a small minority of tt
total common stock outstanding. Accordingly, theseority interests only have value to the extemetthlevant business appreciates at a greate
rate than the relevant preferred dividend, butlaare significant value in the event of significappreciation. The interests are ultimately
settled through varying put/call arrangements shoar common stock at the option of IAC, with fenarket value determined by negotiation or
arbitration. The expense associated with thesdyequiards is initially measured at fair value & grant date and is amortized ratably as non-
cash compensation over the vesting term.

NOTE 15—EQUITY INVESTMENTS IN UNCONSOLIDATED AFFILI ATES

At December 31, 2005 and 2004 the Compaqugy investments in unconsolidated affiliatethien than its common interest in VUE,
totaled $51.7 million and $40.7 million, respeclyeand are included in "Long-term investmentstha accompanying consolidated balance
sheets. The Company's equity in the income (los¥faty unconsolidated affiliates for each of theags in the three year period ended
December 31, 2005 is presented below (in thousands)

Years Ended December 31

2005 2004 2003
Equity in income (losses) of VU $ 21,96( $ 16,18¢ $ (224,469
Equity in income of unconsolidated affiliates otltteain VUE 25,88¢ 15,67¢ 3,63¢
Total $ 47,84: $ 31,867 $ (220,83))

Through June 7, 2005, IAC beneficially owre44% of the partnership common equity of VURsptertain preferred interests of VUE.
This common interest was accounted for using thityqethod. On June 7, 2005, the Company soldatsmon and preferred interests in
VUE to NBC Universal (see Note 10 for further dission of the sale of the Company's VUE intereftgjr to the sale, the statement of
operations data relating to VUE was historicallgaieled on a one-quarter lag
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due to the timing of receiving information from thartnership. During the fourth quarter of 2004,B/t¢corded a charge related to asset
impairments. Due to the one-quarter lag noted ablév@ recorded its share of the charge in the fitsdrter of 2005. Equity in the income of
VUE recognized in the year ended December 31, 28fsents IAC's share in VUE's 2004 fourth quagsults as well as IAC's share of
VUE's results from January 1, 2005 through Jurg0®5. For the years ended December 31, 2005, 2602@03, IAC recorded equity income
(losses) of $22.0 million, $16.2 million and ($224million, respectively.

During the first quarter of 2003, IAC rewsil the audited financial statements of VUE forytbar ended December 31, 2002, which
disclosed that VUE recorded an impairment charggdodwill 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. Due to
the one-quarter lag noted above, IAC recordedhitsesof the charge in the first quarter of 2003iciwlwas approximately $245 million, before
a tax benefit of $96 million.

The Company's investments in VUE as of Drédwer 31, 2004, included Preferred A interests arefered B interests with carrying values
of approximately $614 million and $1.4 billion, pestively, and common interests with a carryingieadf approximately $782 million.

Summarized balances of the partnershigsifellows (in thousands):

As of March 31, 200& As of September 26, 200
and for the period and for the period
October 1, 2004 to October 1, 2003 to
June 7, 2005 September 26, 2004

Current assel $ 3,755,58. $ 1,988,45.
Non-current assel 13,904,82 14,908,28
Current liabilities 2,541,51 2,162,94.
Non-current liabilities 3,714,66. 3,382,75!
Net sales 5,633,35: 6,970,26:!
Gross profil 1,707,19: 1,980,19:
Net income 441,85! 491,64¢

Summarized aggregated financial informatbthe Company's remaining equity investmentsudiclg Jupiter Shop Channel, TVSN
(China) and TM Mexico as of and for the years endedember 31, is summarized below (in thousands):

2005 2004 2003

Current assel $ 250,80: $ 150,04 $ 123,75¢
Non-current assel 67,67¢ 81,19¢ 59,90«
Current liabilities 178,03! 112,12: 81,50¢
Non-current liabilities 28,061 27,52¢ 35,65¢
Net sales 713,63¢ 499,80t 345,21
Gross profil 292,33t 202,47¢ 136,67
Net income 65,49 18,62 7,96¢
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The following is a list of investments aooted for under the equity method, the principatkaathat the venture operates, and the rele
ownership percentage:

December 31,

2005 2004 2003
Jupiter Shop Channel (Jap: 3% 30.(% 30.(%
TVSN (China) 21% 21.(% 21.(%
VUE (U.S.) — 5.42% 5.42%
TM Mexico (JV) 33.2% 50.(% 50.(%
TM Australia (JV) — 50.(% 50.(%

In April 2005, Ticketmaster acquired thenegning interest in its Australian joint venturecd®rdingly, the Company began to consolidate
the results of the Australian joint venture effeetApril 2005.

NOTE 16—LONG-TERM OBLIGATIONS AND SHORT-TERM BORROW INGS

December 31

2005 2004

(In thousands)

7.00% Senior Notes due January 15, 2013 (the "3e@0Ror Notes"); interest payable e:
January 15 and July 15 which commenced July 153 $ 750,000 $ 750,00(

63/ 4% Senior Notes due November 15, 2005 (the "19988&lotes"); interest payable each
May 15 and November 15 which commenced

May 15, 199¢ — 360,84!
Warehouse Lines of Crec 362,29: 199,45.
Ask Zero Coupon Convertible Subordinated Notesdue 1, 200 114,00( —
5% New York City Industrial Development Agency LibeBonds due September 1, 2035;

interest payable each March 1 and September 1 cagingeMarch 1, 200! 80,00( —
Installment Note Payable due January 31, 2006, 2007200¢ 39,55¢ 39,55¢
Other lon-term obligations maturing through 20 13,11¢ 13,82(
Total gross obligation 1,358,96: 1,363,67:
Fair value basis adjustment attributable to hediggat obligation: (8,757 407
Total unamortized discou (15,519 (4,412)
Total lon¢-term obligations and shr-term borrowings 1,334,68! 1,359,66:!
Less current maturities of lo-term obligations and sh«-term borrowings (375,27¢) (562,95))
Long-term obligations, net of current maturit $ 959,41( $ 796,71"

At December 31, 2005, current maturitietoof-term obligations and short-term borrowingasist primarily of the warehouse lines of
credit and the first installment payment of $9.@ion of the Installment Note Payable. On Novemb®y 2005, the Company's obligation un
the 1998 Senior Notes matured, and the principaaindue at maturity of $360.8 million was paid.

One of the Company's subsidiaries, LendiagTLoans, has various warehouse lines of credlititluses to fund consumer residential
loans. As of December 31, 2005 LendingTree Loadscloanmitted lines of credit in the aggregate amadiftl.O billion, which expire from
September 30, 2006 to August 31, 2007, and uncaedrines aggregating $250 million. The committee$ of
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credit can be canceled at the option of the holMiirout default upon 6@0 days notice. Total borrowings under these lofegedit are secur:
by outstanding mortgage loans held for sale. Istages under these lines of credit fall primawiishin a range of 30-day LIBOR plus 75-100
basis points, depending on the underlying qualitthe loans in the borrowing base and the lengttinoé the loans remain outstanding. Under
the terms of the committed lines of credit, Lendiree Loans is required to maintain various finalhara other covenants. The loans are non-
recourse to IAC and LendingTree. LendingTree Lqamss a facility fee based on the total amount efabmmitted lines. There were

$362.3 million and $199.5 million outstanding unttes warehouse lines of credit as of December 825 2nd 2004, respectively. The
weighted-average interest rates on outstandingtimgs under the warehouse lines of credit at Déezr81, 2005 and 2004 were 5.38% and
3.62%, respectively.

On July 19, 2005, as part of the IAC Se&dWedia acquisition, IAC guaranteed $115.0 millipar value of Ask's Zero Coupon
Convertible Subordinated Notes due June 1, 20@8"@lonvertible Notes"). The Convertible Notes avewertible at the option of the holders
into shares of both IAC and Expedia common sto@nahitial conversion price of $13.34 per shatdject to certain adjustments. Upon
conversion, IAC and Expedia have the right, sulliecertain conditions, to deliver cash (or a camlibn of cash and shares) in lieu of shares
of its respective common stock. Under the separatgreement relating to the Spgff, Expedia contractually assumed the obligatmdeliver
shares of Expedia common stock or the cash equivafesuch shares to IAC upon conversion by theldrsl of the Convertible Notes. See
Note 17 "Derivative Instruments" for further dissie. In December 2005, $1.0 million par valuehef Convertible Notes was converted
the holders, resulting in an outstanding obligatd8$114.0 million at December 31, 2005.

In addition, in connection with the finangiof the construction of IAC's corporate headararton August 31, 2005, the New York City
Industrial Development Agency (the "Agency") iss&8® million in aggregate principal amount of Newrk City Industrial Development
Agency Liberty Bonds (IAC/InterActiveCorp Projec§eries 2005 (the "Liberty Bonds"). IAC is obligati® make all principal, interest and
other payments in respect of the Liberty Bonds pam$ to certain security and payment arrangemegttgden IAC and the Agency, which
arrangements were entered into in connection Wighctosing of the Liberty Bond issuance. LibertynBgroceeds may only be used for cer
expenditures relating to the construction of IA€sporate headquarters and may not be used forgJerwporate purposes.

In connection with the acquisition of Lengliree Loans, the Company is committed to pay &qwoof the purchase price payments to
former shareholders under an installment note gayiatihree future installments. These paymentdaseannually with $9.6 million due
January 31, 2006, $10.0 million due January 31720@ $20.0 million due January 31, 2008 and arerded net of imputed interest of
$2.3 million.

IAC Search & Media has a revolving linecoédit in the amount of $15.0 million. The lineaé&dit expires on July 1, 2007. Borrowings
under the line of credit bear fixed rate interestf the date of borrowing at LIBOR plus 0.4%. Adirtowings and letters of credit under the
credit facility are collateralized by an equal ambof marketable securities. Borrowings under the &re subject to various covenants. As of
December 31, 2005, no borrowings were outstandimuguthe line of credit. Standby letters of crediapproximately $0.1 million, which are
being maintained as security for performance uwmdepus obligations, were issued and outstandireuthe credit facility.

139




At December 31, 2005, the Company has autstg two interest rate swap agreements with natiamounts of $200 million and
$150 million, respectively, in each case related portion of the 2002 Senior Notes. In July 2008 during 2004, the Company unwound
swap agreements with notional amounts of $50 milliad $350 million, respectively, for nominal gaindich are being amortized over the
remaining life of the 2002 Senior Notes. The charigdair value of the interest rate swaps outstamdt December 31, 2005 and 2004 rest
in a loss of $8.8 million and a gain of $0.4 milljaespectively, which have been recognized aslarsenent of the carrying value of the
corresponding debt as applicable. See Note 1uftdr discussion.

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

Years Ending December 31

2006 $ 375,27¢
2007 11,45¢
2008 119,56’
2009 231
2010 21€
Thereaftel 827,94(

$ 1,334,68I

At December 31, 2005 and 2004, the Compeased certain equipment under capital leasesimtighest rates ranging from approximai
1.63% to 12.67%. Included in other long-term okiigas above as of December 31, 2005 are capits¢lehligations totaling approximately
$5.3 million, net of interest of $0.3 million. Inaled in other long-term obligations above as ofddawer 31, 2004 are capital lease obligations
totaling approximately $5.8 million, net of intete$ $0.2 million. Total fixed assets under caplégses at December 31, 2005 and 2004
approximate $12.2 million and $9.8 million, respesly, with accumulated depreciation of approxinhat?.5 million and $4.4 million,
respectively.

NOTE 17—DERIVATIVE INSTRUMENTS
Derivatives Related to Long-term Debt

IAC's objective in managing its exposurénterest rate risk on its long-term debt is tombain its mix of floating rate and fixed rate debt
within a certain range. IAC's risk management godinables IAC to manage its exposure to the impkictterest rate changes. As such, from
time to time, IAC may enter into interest rate swamsactions designated as fair value hedgesfimihcial institutions to modify the interest
characteristics on a portion of its long-term dét2004 and 2003, the Company entered into vaiiiiesest rate swap agreements related to a
portion of the 2002 Senior Notes. The interest sataps allow IAC to receive fixed rate amountsxot@nge for making floating rate payme
based on LIBOR, which effectively changes the Comyfsainterest rate exposure on a portion of the ffein fixed to floating. As of
December 31, 2005, of the $750 million total prppatiamount of the 2002 Senior Notes, the inteistis fixed on $400 million and the
balance of $350 million has been swapped to flgdtiased on the spread over 6-month LIBOR. To fum@nage risk, the Company unwound
swap agreements for nominal gains during 2005 &0d 2vhich are being amortized over the remainifiegoff the 2002 Senior Notes. The
changes in fair value of the interest rate swajBeaember 31, 2005 and 2004 resulted in a los8.8f @illion and a gain of $0.4 million,
respectively. The fair value of the contracts hesrbrecorded in the accompanying consolidated balsimeets in "Other non-current assets”
with a corresponding offset to the carrying
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value of the related debt. The derivative gainosslin the period of change and the offsetting bddigm loss or gain attributable to the hec
risk are recognized in the consolidated statemeoperations.

Derivatives Created in the Spin-Off

As a result of the IAC Search & Media a&ifion, upon conversion of the Convertible Notekjol are due June 1, 2008, holders would
receive shares of IAC common stock or the cashvetprit of such shares, at the Company's optiotiowirlg the Spin-Off, IAC became
obligated to deliver shares of both IAC and Expediemmon stock or the cash equivalent of such sharé holders upon conversion of the
Convertible Notes. This obligation represents adére liability in IAC's accompanying balance sh&ecause it is not denominated solely in
shares of IAC common stock. This derivative liapilvas valued at $111.4 million at December 31,5220Mhder the separation agreement
related to the Spin-Off, Expedia contractually &sed the obligation to deliver shares of Expedia mam stock or the cash equivalent of such
shares to IAC upon conversion by the holders ofdbevertible Notes. This represents a derivatigetisn IAC's accompanying consolidated
balance sheet valued at $104.8 million at DecerBbeP005. Both of these derivatives are maintaatddir value each reporting period with
any changes in fair value reflected in the constdéid statement of operations. The net change ifathealue of these derivatives for the year
ended December 31, 2005 resulted in a net gaid.dfiillion, which has been recognized in othepme (expense) in the accompanying
consolidated statement of operations. The derigaiBset related to the Convertible Notes is recbird&Other non-current assets" and the
derivative liability related to the Convertible Ngtis recorded in "Other long-term liabilities"tire accompanying consolidated balance sheet.

In connection with prior transactions, imdihg among others, the acquisition of Ticketmagdtetels.com, and Hotwire.com, IAC assun
a number of warrants that were adjusted to becomeeisable for shares of IAC common stock. Follayihe Spin-Off, IAC remained the
contractually obligated party with respect to theserants and each warrant represents the rigteiciive upon exercise by the holders thereof
that number of shares of IAC common stock and Eigedmmon stock that the warrant holder would haeeived had the holder exercised
the warrant immediately prior to the Sgdff. Under the separation agreement, Expedia cotuadly assumed the obligation to deliver share
Expedia common stock to IAC upon exercise of thveagants. The last of these warrants expires on May2010. This obligation of IAC to
deliver shares of both IAC and Expedia common stqun exercise of these warrants created a ligliilithe form of a derivative in IAC's
accompanying consolidated balance sheet that istaiaéd at fair value each reporting period witlr e@hanges in fair value reflected in the
consolidated statement of operations. The derigdiability was valued at $0.7 million at Decemi3dr, 2005. The contractual obligation of
Expedia to deliver shares of Expedia common stodR€ upon exercise by the warrant holders alsatea derivative asset in IAC's
accompanying consolidated balance sheet valued. atffillion at December 31, 2005. The net changgérfair value of these derivatives for
the year ended December 31, 2005 resulted in gaime®df $0.2 million, which has been recognizedtimer income (expense) in the
accompanying consolidated statement of operatibms.derivative asset related to the warrants isroexl in "Other norurrent assets" and t
derivative liability related to the warrants is oegted in "Other long-term liabilities" in the accpamying consolidated balance sheet.
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Derivatives Related to Loans Held for Sale

The Company is exposed to additional risksonnection with the LendingTree Loans mortgageking operations. LendingTree Loan
exposed to interest rate risk for loans it origésatintil those loans are sold in the secondary ebdfloans held for sale"). The fair value of
loans held for sale is subject to change primatilg to changes in market interest rates. LendirggLoans hedges the changes in fair value of
certain loans held for sale primarily by using rgage forward delivery contracts. These hedgindiogiships are designated as fair value
hedges. The fair value of loans held for sale tem@ned using current secondary market pricesofams with similar coupons, maturities and
credit quality. For loans held for sale that arddexl with forward delivery contracts, the carryirgjue of the loans held for sale and the
derivative instruments are adjusted for the chandair value during the time the hedge was deetodit highly effective. The effective
portion of the derivative gain or loss as welllas dffsetting hedged item loss or gain attributablhe hedged risk are recognized in the
statement of operations as a component of rev@heenet of these adjustments represent the inaféeportion of highly effective hedges
which is also recorded as a component of revefiitesidetermined that the hedging relationshipas highly effective, hedge accounting is
discontinued. When hedge accounting is discontinthedlaffected loans held for sale are no longprsaéeld for changes in fair value. However,
the changes in fair value of the derivative instemts are recognized in current earnings as a coempaf revenue. The fair value of the
derivative instruments are recorded in "Other auresssets"” and/or "Other accrued liabilities" ia #tcompanying consolidated balance sheets.
In 2005, the Company recognized a $1.4 million ledated to hedge ineffectiveness and a $0.1 milljain related to changes in the fair value
of derivative instruments when hedge accountirdjgsontinued. In 2004, the Company recognized & 8lllion gain related to hedge
ineffectiveness.

LendingTree Loans enters into commitmerith wonsumers to originate loans at a locked iargdt rate (interest rate lock
commitments—"IRLCs"). IAC reports IRLCs as derivatinstruments in accordance with SEC Staff AccimgnBulletin No. 105,
"Application of Accounting Principles to Loan Contments," and SFAS No. 133 and determines the &irevof IRLCs using current
secondary market prices for underlying loans wiithilar coupons, maturity and credit quality, subjexthe anticipated loan funding
probability, or fallout factor. Similar to loansItddor sale, the fair value of IRLCs is subjecttttange primarily due to changes in interest rates
and fallout factors. Under LendingTree Loans' risknagement policy, LendingTree Loans hedges thegesain fair value of IRLCs primarily
by entering into forward delivery contracts whi@naeduce the volatility of earnings. Both the IRL&hd the related hedging instrument d¢
qualify for hedge accounting and are recordediattdue with changes in fair value being recordedurrent earnings as a component of
revenue in the accompanying consolidated stateofesgerations. The change in the fair value of ¢haarivative instruments resulted in a loss
of $0.4 million and $0.1 million during 2005 and(20 respectively, which has been reflected in tempanying consolidated statement of
operations. The IRLCs are recorded as a compofiéfittber current assets” and/or "Other accruedlites” in the accompanying
consolidated balance sheets. At December 31, 208f was $726.3 million of IRLC's notional valugsianding.

Derivatives Related to Foreign Exchange

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 positionCl#\ primary exposure to foreign currency risk edab investments in foreign subsidiaries that
transact business in
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a functional currency other than the U.S. dollamgrily the Euro, British Pound Sterling and CaiaadDollar. The Company is also exposed
to foreign currency risk related to its non-U.Slla@lodenominated assets and liabilities. As suamftime to time, IAC may enter into forward
contracts or swap transactions designated as aghédges with financial institutions to protegainst the volatility of future cash flows
caused by changes in currency exchange rates ém tirdeduce, but not always entirely eliminate, ithpact of currency exchange rate
movements of these local currencies.

During the second quarter of 2003, ondnef@ompany's foreign subsidiaries entered inteexyear foreign exchange forward contract
with a notional amount of $38.6 million, which wased to hedge against the change in value of gitfadlenominated in a currency other than
the subsidiary's functional currency. This derivattontract has been designated as a cash flovetiedgccounting purposes and foreign
exchange re-measurement gains and losses relaiteel ¢contract and liability are recognized eacliqukein the statement of operations and are
offsetting. In addition, the remaining effectiverppon of the derivative gain or loss is recordediher comprehensive income until the liability
is extinguished. The change in fair value of tliefgn exchange forward contract at December 305 2Md 2004 resulted in an unrealized
of $5.1 million and $10.8 million, respectively. 8ife was no ineffectiveness recognized in any pegtaded to this derivative contract as the
critical terms of the derivative and hedged lidpiire identical.

NOTE 18—COMMITMENTS

The Company leases satellite transpondersputers, warehouse and office space, equipmergemices used in connection with its
operations under various operating leases, mamhigh contain escalation clauses.

Future minimum payments under operatingdesgreements are as follows (in thousands):

Years Ending December 31

2006 $ 98,42
2007 84,99:
2008 72,44(
2009 64,20¢
2010 53,83(
Thereaftel 287,80¢
Total $ 661,70(
|

Expenses charged to operations under tigreements were $116.0 million, $91.8 million add . million for the years ended
December 31, 2005, 2004 and 2003, 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 letters of ceatiinded or under guarantees of debt, as follawth@usands):

Amount of Commitment Expiration Per Period

Total Amounts Less Than
Committed 1 year 1-3 years 3-5 years
Letters of Credi $ 52,32¢ $ 52,19C $ 53 $ 85
Purchase Obligatior 45,02¢ 34,18¢ 10,79¢ 41
Guarantee 13,541 12,37: 82¢ 34C
Total Commercial Commitmen $ 110,89 $ 98,75 $ 11,68 $  46¢

The letters of credit ("LOC's") primarilpusist of trade LOC's, which primarily relate te@ tBompany's Retailing segment and are use
inventory purchases. Trade LOC's are guarantepayfient based upon the delivery of goods. Purablaligations are defined as agreements
to purchase goods or services that are enforcealldéegally binding and that specify all significéerms, including: fixed or minimum
quantities to be purchased; fixed, minimum or Jadgricing provisions; and the approximate timofghe transaction. The purchase
obligations primarily relate to telecommunicati@mntracts with certain vendors related to datastrassion lines and telephones, as well as
fixed monthly fees for advertising.

NOTE 19—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 ithgdity, results of operations, or financial cotimi of the Company. Further, IAC does not
believe that the amount of any additional liabitityat could be reasonably possible with respestithh matters will have a material adverse
effect on its financial results. The Company algaleates other contingent matters, including taxtiogencies, to assess the probability and
estimated extent of potential loss. See Note @ifgrussion related to income tax contingencies.
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NOTE 20—FINANCIAL INSTRUMENTS

The additional disclosure below of therastied fair value of financial instruments has beetermined by the Company using available
market information and appropriate valuation metiodies when available. The Company's financiariments include letters of credit and
guarantees. These commitments are in place titéeithe commercial operations of certain IAC &dibsies.

December 31, 200! December 31, 200.

Carrying
Carrying Amount Fair Value Amount Fair Value

(In thousands)

Cash and cash equivale $ 987,08( $ 987,08( $ 999,69¢ $ 999,69¢
Restricted cas 93,56: 93,56: 41,373 41,373
Accounts and notes receival 487,96¢ 487,96¢ 353,57¢ 353,57¢
Loans available for sa 372,51. 381,81( 206,25¢ 206,25¢
VUE preferred equity interes — — 2,042,701 2,042,701
Long-term obligations and sh«-term borrowings (1,334,680 (1,356,71) (1,359,66) (1,447,83)
Derivative contract (23,809 (13,809 (10,38)) (20,38))
Derivative assets created in the $-Off 104,90( 104,90( — —
Derivative liabilities created in the S|-Off (112,100 (112,100 — —
Letters of credi N/A 52,32¢ N/A 33,34
Guarantee N/A 13,54 N/A 6,29(

The carrying amounts of cash and cash atprits and restricted cash reflected in the accogipg consolidated balance sheets
approximate fair value as they are maintained wéthious high-quality financial institutions or ihart-term duration high-quality debt
securities. The accounts and notes receivableharg-term in nature and are generally settled ghafter the sale. The fair value of loans held
for sale was estimated using current secondary eharices for underlying loans with similar couppmeturity and credit quality, subject to
the anticipated loan funding probability, or faltdactor. The carrying value of the VUE preferrepligy interests approximated its fair value
based upon appropriate valuation methodologiefijdimty reference to the underlying collateral. 003, the Company sold its VUE preferred
equity interests. The fair values of the 1998 SeNiates, the 2002 Senior Notes and the Liberty Bpad well as the derivative contracts were
estimated using quoted market prices. On Novembg2@05, the Company's obligation under the 1998d8&lotes matured and was paid.
The carrying amounts for the remaining long-terrigations and short-term borrowings and all othearficial instruments approximate their
fair value. The carrying amounts of the derivatigsets and derivative liabilities created in thenEpff are maintained at fair value, which is
based upon appropriate valuation methodologiesN®&e 11 for the discussion of the fair value ofrkegable securities.
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NOTE 21—GUARANTOR AND NON -GUARANTOR FINANCIAL INFORMA

TION

On July 19, 2005, IAC completed the acdioisiof IAC Search & Media. As part of the transawt IAC irrevocably and unconditionally

guaranteed the Convertible Notes. IAC Search & Méslivholly owned by IAC.

The following tables present condensed aliofesting financial information as of December 2005 and 2004 and for the years ended
December 31, 2005, 2004, and 2003 for: the guarait€, on a stand-alone basis; IAC Search & Mddiace its acquisition on July 19,
2005), on a stand-alone basis; the combined noragta subsidiaries of IAC; and, IAC on a consdidhbasis.

As of and for the year ended December 8052

Non-Guarantor Total IAC
IAC IAC Search & Media Subsidiaries Eliminations Consolidated
(In thousands)

Balance sheet as of December 31, 20(
Current asset $ 1,107,58 $ 127,93t $ 2,751,96" $ — $ 3,987,49
Current assets of discontinued operati — — 6,03¢ — 6,03¢
Property and equipment, r — 48,01( 519,39¢ — 567,40¢
Goodwill and other intangible assets, — 1,873,69 7,036,19:i — 8,909,88:
Investment in subsidiarie 11,887,81 1,204,75 9,844,76. (22,937,33) —
Other asset 283,52¢ 30,59 132,35( — 446,47
Non-current assets of discontinued
operations — — 47C — 47C

Total asset $ 13,278,92 $ 3,284,981 $ 20,291,18 $ (22,937,33) $ 13,917,76

I T . . ———

Current liabilities $ 24.20¢ $ 39,37¢ $ 2,149,46! $ 7% 2,213,05!
Current liabilities of discontinue
operations — — 19,93¢ — 19,93¢
Long-term debt, less current portir 741,24 100,80: 117,36! — 959,41(
Other liabilities and minority intere 719,58« 248,37¢ 525,64( — 1,493,60:
Intercompany liabilities 2,563,06! (60,410 (2,502,65) — —
Non-current liabilities of discontinue
operations — — 92¢ — 92¢
Interdivisional equity — 2,959,41! 17,091,17 (20,050,58) —
Shareholders' equil 9,230,82 (2,57¢) 2,889,33. (2,886,75) 9,230,82

Total liabilities and shareholders' equ $ 13,278,92 $ 3,284,981 $ 20,291,18 $ (22,937,33) $ 13,917,76
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IAC Search & Non-Guarantor Total IAC
IAC Media Subsidiaries Eliminations Consolidated
(In thousands)
Statement of operations for the yea
ended December 31, 200!
Net revenut $ — $ 165,08¢ $ 5,588,58 $ — $ 5,753,67.
Operating expenst — (163,20¢) (5,246,230 — (5,409,44)
Interest (expense) income, 1 (325,68 (88¢) 390,00: — 63,43(
Other income (expense), r 841,37: (2,706 740,47" (996,11¢) 584,02t
Income tax benefit (expens 83,08: (864) (473,289 — (391,069
Minority interest in income of consolidat
subsidiaries (384) — (2,845 — (2,229
Earnings (loss) from continuing operatic 598,38 (1,57¢) 997,69:. (996,116 598,38
Discontinued operations, net of t 277,76: — 277,59. (277,59)) 277,76:
Earnings (loss) before preferred divide! 876,15( (1,576 1,275,28 (1,273,70) 876,15(
Preferred dividend (7,93¢) — — — (7,93¢)



Net earnings (loss) available to comn

shareholder $ 868,21 $ (1,57¢) $ 1,275,28. $ (1,273,70) $ 868,21:
. ___________§ ________§ ________§ ________________|

Cash flows for the year ended Decembt

31, 2005:

Cash flows (used in) provided by operal

activities attributable to continuing

operations $ (1,117,32) $ 38,86 $ 1,006,16; $ — % (72,29¢)

Cash flows (used in) provided by invest

activities attributable to continuing

operations (52,017 60,54« 2,076,941 — 2,085,47.

Cash flows provided by (used in) financ

activities attributable to continuing

operations 1,169,33 (25,507) (3,849,16) — (2,705,330
Net cash provided by discontinu

operations — — 706,68« — 706,68:¢
Effect of exchange rate changes on ¢

and cash equivalen — (929) (26,219 — (27,149
Cash and cash equivalents at the begin

of the perioc — — 999,69¢ — 999,69¢

Cash and cash equivalents at the end o
period $ — % 72,977 $ 914,10 $ — $ 987,08(
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As of and for the year ended December 8042

IAC Search & Non-Guarantor Total IAC
IAC Media Subsidiaries Eliminations Consolidated

(In thousands)

Balance sheet as of December 31, 20(

Current assel $ 99,99 $ — $ 4,698,82' $ — $ 4,798,82
Current assets of discontinued operati — — 316,94 — 316,94
Property and equipment, r — — 427,25’ — 427,25’
Goodwill and other intangible assets, — — 6,416,12 — 6,416,12
Investment in subsidiarie 18,450,94 — 2,471,401 (20,922,35) —
Other asset 160,11: — 2,910,13! — 3,070,241
Non-current assets of discontinued
operations — — 7,369,46! — 7,369,46:
Total asset $ 18,711,04 $ — $ 24,610,16 $ (20,922,35) $ 22,398,86
. . . .
Current liabilities $ 183: % — 3 1,875,52: $ 23 1,877,35!
Current liabilities of discontinued
operations — — 1,015,08: — 1,015,08:
Long-term debt, less current porti 750,40° — 46,30¢ — 796,71t
Other liabilities and minority intere 693,55¢ — 1,558,80: — 2,252,35
Intercompany liabilities 1,231,421 — (1,231,42)) — —
Common stock exchangeable for prefel
interest 1,428,53| — — — 1,428,53|
Non-current liabilities of discontinue
operations — — 423,52: — 423,52:
Interdivisional equity — — 15,814,14 (15,814,14) —
Shareholders' equi 14,605,30 — 5,108,20! (5,108,20) 14,605,30
Total liabilities and shareholders'equ  $ 18,711,04 $ — % 24,610,16 $ (20,922,35) $ 22,398,86

Statement of operations for the year
ended December 31, 2004:

Net revenue $ — 3 — 3 4,188,27' $ — 3 4,188,27!
Operating expenst — — (4,208,52) — (4,208,52)
Interest (expense) income, 1 (168,777 — 270,58t¢ — 101,81
Other income, ne 39,01¢ — 127,93t (116,23) 50,72
Income tax benefit (expens 185,33 — (259,600) — (74,26¢)
Minority interest in income of consolidat

subsidiaries (713 — (2,44¢) — (3,159
Earnings from continuing operatio 54,86 — 116,23: (116,23) 54,86
Discontinued operations, net of t 109,99 — 109,99 (109,999 109,99
Earnings before preferred divider 164,86 — 226,22¢ (226,22¢) 164,86
Preferred dividend (13,059 — — — (13,059

Net earnings available to comm
shareholder $ 151,80¢ $ — $ 226,22t $ (226,220 $ 151,80¢
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Cash flows for the year endec

December 31, 2004:

Cash flows (used in) provided by operat

activities attributable to continuing

operations $ (200,359 $ — $ 704,01( $ — $ 503,65t

Cash flows (used in) provided by invest



activities attributable to continuing

operations (200,56%) — (901,477 — (1,102,03)
Cash flows provided by (used in) financ

activities attributable to continuing

operations 397,03¢ — (660,697) — (263,65¢)
Net cash provided by discontinu

operations — — 1,092,72 — 1,092,72
Effect of exchange rate changes on ¢

and cash equivalen 3,88( — 5,51( — 9,39(
Cash and cash equivalents at the begin

of the perioc — — 759,61 — 759,61

Cash and cash equivalents at the end o
period $ — $ — $ 999,69¢ $ — $ 999,69t
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For the year ended December 31, 2003:

Statement of operations for the yea

ended December 31, 2003:
Net revenue

Operating expens¢

Interest (expense) income, 1
Other income (expense), r
Income tax benefit (expens
Minority interest in income of
consolidated subsidiaris

Earnings from continuing operatio
Discontinued operations, net of t

Earnings before preferred divider
Preferred dividend

Net earnings available to comm
shareholder

Cash flows for the year endec
December 31, 2003:

Cash flows (used in) provided by
operating activities attributable to
continuing operation

Cash flows (used in) provided by
investing activities attributable to
continuing operation

Cash flows provided by (used in)
financing activities attributable to
continuing operation

Net cash used in discontinued operati
Effect of exchange rate changes on ¢

and cash equivalen
Cash and cash equivalents at
beginning of the perio

Cash and cash equivalents at the end

the perioc

IAC Search & Non-Guarantor
IAC Media Subsidiaries Total Eliminations IAC Consolidated
(In thousands)
$ — $ — % 3,823,48' $ — $ 3,823,48!
(2,917 — (3,682,31) — (3,685,22)
(15,167 — 82,58 — 67,42(
28,79: - (66,99 (175,059 (213,25)
— 24,21« — 24,21«
— — (5,939 — (5,939
10,70¢ — 175,05¢ (175,05 10,70¢
156,68’ — 156,68’ (156,68 156,68’
167,39¢ — 331,74 (331,74) 167,39¢
(13,05%) — — — (13,05Y
$ 154,34. $ — 3 331,74: $ (331,74) $ 154,34:

$ (31,190 $ — % 652,11 $ — 3 620,91!
(724,799 — (340,53) — (1,065,33)
828,45 — (1,353,74) — (525,29()
(72,46 — (106,65() — (179,11)

— — 14,58¢ — 14,58¢
— — 1,893,85: — 1,893,85:
$ — % — % 759,61 $ — % 759,61

NOTE 22—SUPPLEMENTAL CASH FLOW INFORMATION

Continuing Operations

Supplemental Disclosure of Non-Cash Transactions f@005

In 2005, the Company incurred non-cash @maation expense of $137.5 million.
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On July 19, 2005, IAC completed the acdjgisiof IAC Search & Media and issued an aggreg&t/.9 million shares of IAC common
stock valued at approximately $1.7 billion.

Prior to the commencement of trading on dgi@®, 2005, IAC completed the Spin-Off. The nekés comprising the Expedia businesses,
which were spun-off by IAC, amounted to $5.8 billiand are included in the consolidated statemeshafeholders' equity as a reduction to
retained earnings and additional paid-in capital.

In connection with IAC's sale of its commenmd preferred interests in VUE, IAC received 28iBion IAC shares into treasury, valued at
$1.4 billion, as part of the consideration.

In 2005, the Company recognized $18.3 amlibof paid-in-kind interest income on the VUE SseePreferred interest received in
connection with the formation of VUE.

In 2005, the Company recognized pre-tarfime of $47.8 million from equity income of uncoridated affiliates, including income of
$22.0 million from its common interest in VUE.

In, 2005, the Company recognized non-cashrues of $19.0 million as a result of deferregmneie recorded in connection with various
acquisitions.

Supplemental Disclosure of Non-Cash Transactions f@004

In 2004, the Company incurred non-cashibtistion and marketing expense of $1.3 million aath-cash compensation expense of
$70.3 million. Amortization of non-cash distributiand marketing expense consists principally ofnbre-cash advertising secured from
Universal Television as part of the transactiorspant to which VUE was created and distribution axadketing expense recognized by
Ticketmaster, Citysearch and Match.com relatedattelb arrangements, which expired in March 200ddfstribution secured from third
parties.

In 2004, IAC recognized $39.9 million ofighén-kind interest income on the VUE Series A reéd interest received in connection with
the formation of VUE.

In 2004, the Company recognized pre-tapime of $31.9 million on equity earnings in uncoidatied affiliates, including income of
$16.2 million from its common interest in VUE.

In 2004, the Company recognized mash revenues of $15.2 million as a result of deterevenue recorded in connection with its var
acquisitions.

In 2004, the Company recognized $184.8onilbf goodwill impairment, resulting from the weitlown of the goodwill at the Teleservic
segment.

Supplemental Disclosure of Non-Cash Transactions f@003
On January 17, 2003, IAC completed its raewmgith Ticketmaster and issued an aggregate af @@lion shares of IAC common stock.
On April 4, 2003, IAC completed the acqtiisi of uDate and issued an aggregate of 2.7 millloares of IAC common stock.
On August 8, 2003, IAC completed its mengih LendingTree and issued an aggregate of Sldomshares of IAC common stock.
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In 2003, the Company incurred non-cashibtistion and marketing expense of $9.5 million aeeth-cash compensation expense of
$32.4 million. Amortization of non-cash distributi@and marketing expense consists principally oftre-cash advertising secured from
Universal Television as part of the transactiorspant to which VUE was created and distribution axadketing expense recognized by
Ticketmaster, Citysearch and Match.com relatedattelb arrangements, which expired in March 200ddfstribution secured from third
parties.

In 2003, IAC recognized $37.3 million ofighén-kind interest income on the VUE Series A reéd interest received in connection with
the formation of VUE.

In 2003, the Company recognized pre-tagdesf $220.8 million on equity losses in uncomksakd affiliates, resulting almost entirely
from its 5.44% proportionate share of a $4.5 hillimpairment charge for goodwill and intangibleeissand other long-lived assets recognized
by VUE.

In 2003, the Company recognized mash revenues of $27.6 million as a result of deterevenue recorded in connection with its vai
acquisitions.

Supplemental Disclosure of Cash Flow Information:

Years Ended December 31,

2005 2004 2003

(In thousands)

Cash paid during the period fc

Interest $ 72,44: $ 64,71¢  $ 57,06¢
Income tax paymen 957,76! 112,23: 14,85
Income tax refund (73,84) (7,409 (3,419

Discontinued Operations
Supplemental Disclosure of Non-Cash Transactions f@005

For the period ended August 8, 2005, Exgpédiurred non-cash distribution and marketing egpeof $5.8 million and non-cash
compensation expense of $58.0 million. Amortizatidmon-cash distribution and marketing expenseists mainly of non-cash advertising
secured from Universal Television as part of ageation with VUE in 2002 and was primarily usedtloe benefit of Expedia, which ran
television advertising primarily on the USA and Sccable channels without any cash cost.

For the period ended August 8, 2005, Exaeeltognized pre-tax loss of $0.6 million from égldsses of unconsolidated affiliates.
Supplemental Disclosure of Non-Cash Transactions f@004

In 2004, Expedia incurred non-cash distidouand marketing expense of $16.7 million and-nash compensation expense of
$171.4 million. Amortization of non-cash distribati and marketing expense consists mainly of noh-adsertising secured from Universal
Television as part of the VUE transaction in 2082 noted above.

In 2004, Expedia recognized pre-tax incah®0.2 million from equity income of unconsoliddtaffiliates.
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In 2004, Expedia recognized non-cash reesmf $0.1 million as a result of deferred reveragarded in connection with its various
acquisitions.

Supplemental Disclosure of Non-Cash Transactions f@003
On June 23, 2003, IAC completed its mergér Hotels.com. IAC issued an aggregate of 22 ianishares of IAC common stock.
On August 8, 2003, IAC completed its mengéh Expedia.com. IAC issued an aggregate of Bildon shares of IAC common stock.

In 2003, Expedia incurred non-cash distidouand marketing expense of $42.0 million and-nash compensation expense of
$95.8 million. Amortization of non-cash distributi@and marketing expense consists mainly of Hotets.performance warrants issued to
obtain distribution and non-cash advertising sedtfirem Universal Television as part of a transactiath VUE in 2002. With the termination
of the Travelocity affiliate agreement in SeptemP@03, all outstanding unvested Travelocity wasamtre cancelled.

In 2003, Expedia recognized non-cash reesmf $0.1 million as a result of deferred reveragarded in connection with its various
acquisitions.

NOTE 23—RELATED PARTY TRANSACTIONS
Continuing Operations

The Company has various agreements witlrddaft Corporation ("Microsoft"), which was the leficial owner of more than 5% of IAC
outstanding common stock and Series A preferrezksiaring 2003, 2004 and 2005. These agreementgdmpartner agreements, licensing
agreements and support agreements with variougdéaiss, including Match.com and LendingTree. Téas paid related to these
agreements in 2005, 2004 and 2003 were approxiynd3&.2 million, $41.7 million and $21.5 milliorgspectively. Amounts payable related
to these various agreements at December 31, 2@D3004 were $2.8 million and $4.1 million, respeely, and are included in "Accounts
payable, trade" and "Other accrued liabilitiestha accompanying consolidated balance sheets.

In connection with the Spin-Off, the Compamd Expedia entered into various agreementgjdivag, among others, a separation
agreement, a tax sharing agreement, an employdersagreement and a transition services agreeineaddition, the Company and Expedia
currently, and for the foreseeable future will éoue to, work together pursuant to a variety of owercial relationships. Accordingly, in
connection with the Spin-Off, the Company and Expethtered into various commercial agreements, wgénerally include distribution
agreements and services agreements. Total amaogived by the Company from Expedia related toetivasious agreements from August 9,
2005 to December 31, 2005 were approximately $3lliom Amounts receivable by the Company from Edigerelated to these various
agreements at December 31, 2005 were $5.3 millidneae included in "Accounts and notes receivai®€, in the accompanying consolidated
balance sheet. Total payments made by the Compabypedia related to these various agreements Aogust 9, 2005 to December 31, 2005
were approximately $0.8 million. Amounts payabld&tpedia by the Company related to these variotseagents at December 31, 2005 were
$0.7 million and are included in "Accounts payalbdlade" and "Other accrued liabilities" in the aop@nying consolidated balance sheet. The
Company and Expedia are related parties sincedateynder common control.
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During the period from January 1, 2005 tigto June 6, 2005 and during the year ended Decedib@004, the Company paid
$6.9 million and $5.7 million, respectively to tNational Broadcasting Company related to televisidwertising. As a result of the sale of the
Company's common and preferred interests in VUBume 7, 2005, the National Broadcasting Company i®nger a related party at
December 31, 2005. See Note 10 for further disonssf the sale of the Company's VUE interests.

During 2004, the Company launched a co-tdrcredit card program with a subsidiary of GEsBant to the arrangement, the Company
received approximately $1.9 million and $5.4 mitliduring the period from January 1, 2005 througteJs, 2005 and the year ended
December 31, 2004, respectively, in payments floenGE subsidiary, primarily in the form of reveral@re payments in respect of purchases
made pursuant to the co-branded card and salemarketing support for the program. As a resulhef sale of the Company's common and
preferred interests in VUE on June 7, 2005, GEi@nsubsidiaries are no longer related partiesestelinber 31, 2005.

At December 31, 2005, and 2004, "Account raotes receivable, net" and "Other non-curreseta$ included amounts receivable from
VUE of $38.3 million and $15.0 million and $100.0llinn and $30.1 million, respectively, relateddmss promotional advertising secured in
connection with the transaction pursuant to whithBvas formed in 2002. As a result of the salehef€ompany's common and preferred
interests in VUE on June 7, 2005, VUE is no loregeelated party at December 31, 2005. See Noterlfditther discussion of the sale of the
Company's VUE interests in 2005 and the consideratceived for the sale.

In 2004, the Company received distributitotaling $17.6 million from VUE.

During 2005, 2004 and 2003, the Compangived $32.7 million, $64.8 million and $63.9 miltiorespectively, which represents interest
income on the VUE Series B preferred equity intisres

During 2005, 2004 and 2003, the Companggeized $18.3 million, $39.9 million and $37.3 naill, respectively, which represents paid-
in-kind interest income on the VUE Series A preddrequity interests.

The Company has a secured, non-recourgereceivable of approximately $5.0 million from @sairman and Chief Executive Officer.
See Note 13 for further discussion.

In October 2000, a subsidiary of IAC andiéteen Forty CC Inc. ("Nineteen Forty"), a compamned by Mr. Diller, the Chairman and
Chief Executive Officer of IAC, acquired an airdrédr use by the Company. In connection with théssaction, IAC granted Nineteen Forty
option to acquire IAC's interest in the aircraft fis depreciated value on IAC's books. The aitdsea€urrently owned 77.2% by the IAC
subsidiary and 22.8% by Nineteen Forty. IAC hagett into an agreement with Nineteen Forty purstawnthich IAC leases Nineteen Forty's
22.8% interest in the aircraft for lease paymeffipproximately $53 thousand per month and IAC gdlysperating and maintenance expe!
related to the aircraft. The foregoing terms weasda on market lease rates for similar aircrafidsa

In 2005 and 2004, IAC invested $0.5 milleomd $0.5 million, respectively, in convertible femeed stock of an online start-up venture
controlled by IAC's Vice Chairman, Victor KaufmdAC has committed to invest a total of $2 milliamhich would give IAC preferred stock
convertible into 20% of the outstanding common Istoicthe venture. IAC has various approval rightsrosignificant
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transactions, the right to appoint directors tolibard of directors proportionate to its holdingsg various forms of anti-dilution protection for
its investment. It also has the option to purchedditional preferred stock for $20 million suchtth&C would hold a 50% ownership
percentage in the venture, the right to purchaseddufman's shares prior to March 31, 2012 atrfairket value, and the right to put its
investment to the venture at the time of the veauiirst significant financing for the value of gtake implied by the terms of such financing,
discounted by 30% to account for the illiquiditytb&é stock. Prior to making its investment, IACeaieed an analysis from an independent
financial appraiser which concluded that the teofi®\C's investment, including the financial termgere reasonable and consistent with, and
in certain instances more favorable to IAC, thassthcontained in similar first-round financing saantions between unrelated parties. The
terms of the transaction were negotiated betweerKlsufman and various members of IAC's senior mamant and approved by IAC's Audit
Committee.

Discontinued Operations

The Company has various agreements withiddaft, including a services agreement for useaté denter services by Expedia.com. Total
fees paid with respect to these agreements froomadprl, 2005 through August 8, 2005, the day godhe Spin-Off and for the years ended
December 31, 2004 and 2003 were approximately $18libn, $12.6 million and $20.5 million, respeatly. Amounts payable related to th
various agreements at December 31, 2004 was $8idmi

From January 1, 2005 through June 6, 20@5¢ay prior to the sale of the Company's VUErggts, and for the year ended December 31,
2004, Expedia paid $8.6 million and $4.6 millioespectively, to the National Broadcasting Compaatgted to television advertising.

NOTE 24—RESTRUCTURING CHARGES

Restructuring related expenses, whichraskided in general and administrative expensedratttompanying consolidated statements of
operations, were approximately $0.7 million, $1.8iam and $0.1 million in 2005, 2004 and 2003,pestively. Costs that relate to ongoing
operations are not part of the restructuring rel&epenses.

The 2005 amount is principally comprised@e¥erance costs incurred in connection with the down of certain HSN facilities as HSN
migrated certain operations to its new fulfillmeenter in Tennessee. Also included are severarttetaer costs incurred in connection with
the shut down of IAC Search & Media's U.K. facilifphese charges were partially offset by the sattle of an uncollectible receivable that
had been previously written off related to themesturing of HSN's UK offices.

The 2004 amount is principally compriseds$et impairments and severance costs relatbe ghtit down of certain HSN facilities in
Tennessee as noted above and severance and atteassociated with the elimination of certain wore business lines at the Personals
segment. These charges were partially offset byahersal of reserves related primarily to the fabte resolution of a contractual arrangen
with a supplier, as well as the settlement of agollactible receivable that had been previouslyttemi off related to the restructuring of HSN's
U.K. offices.

The 2003 amount is principally comprised8fl million related to the write-down of a recdile from the 2002 restructuring of HSN's
U.K. offices, $1.2 million related to facility clase costs at
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uDate's Derby, U.K. facility as the back-office ogéons of uDate were combined with Match Interoradil, and $1.4 million for PRC related to
employee terminations due principally to the deziimthe teleservicing market. Such restructuringrges were offset by the reversals of
contingent costs for terminated employees, whictew® longer probable of occurrence.

In 2005, 2004 and 2003, the charges adsalciwgith the restructurings were as follows (inusands):

Years Ended December 31,

2005 2004 2003
Continuing lease obligatior $ 414 $ 83 $ 61€
Asset impairment — 3,39( 3,061
Employee termination cos 827 1,98¢ (2,63%)
Other (564) (3,920) (1,029)
$ 677 $ 1,54z $ 21
| I I

Continuing lease obligations primarily teléo vacated office space of IAC Search & MediaK. facility, uDate's Derby, UK facility as
well as excess call center, warehouse and offiaeespf PRC and HSN. Asset impairments relate pifyntarthe shut down of HSN's Salem,
VA facility and leasehold improvements that werarmtoned. Employee termination costs relate primmé&siseverance and other costs related
to the shutdown of both the HSN facilities and th€ Search & Media U.K. facility, the eliminatiorf oertain non-core businesses at the
Personals operating segment as well as severasteatdRC. Other in 2005 primarily relates tocatmn costs at the Personals operating
segment, offset by the settlement of the uncolidetieceivable related to HSN's U.K. offices.

As of December 31, 2005 and 2004, the reimgiaccrual balance related to restructuring asrgas $1.9 million and $1.8 million,
respectively. During 2005, the Company made paymehapproximately $1.5 million related principattylease obligations for abandoned
facilities and employee termination costs. In additthe restructure accrual at December 31, 206ased by $0.9 million related to liabilit
assumed in the IAC Search & Media acquisition. Z8@5 balance relates primarily to ongoing obligagior facility leases and employee
termination agreements, and are expected to beopaigiccording to the terms of these arrangements.

NOTE 25—BENEFIT PLANS

IAC has a retirement savings plan in thééghStates that qualifies under Section 401(khefinternal Revenue Code. Participating
employees may contribute up to 16% of their pretpaings, but not more than statutory limits. 1A@hwibutes fifty cents for each dollar a
participant contributes in this plan, with a maximaontribution of 3% of a participant's earningsatthing contributions for all plans were
$12.2 million, $8.4 million, and $5.9 million insital 2005, 2004, and 2003, respectively. The iseré@amatching contributions in 2005 and
2004 was primarily related to acquisitions of vasmperating subsidiaries. Matching contributioresiavested in the same manner as each
participant's voluntary contributions in the invesint options provided under the plan. Investmetibop in the plan include IAC common
stock, but neither participant nor our matchingtdbations are required to be invested in IAC conmnstock.
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NOTE 26—QUARTERLY RESULTS (UNAUDITED)

Year Ended December 31, 2005

Quarter Ended
March 31,(a)(b)(c)

Quarter Ended
June 30,(b)(c)(d)

Quarter Ended
September 30,(c)(e)

Quarter Ended
December 31,(f)

(In thousands, except per share date

Net revenue $ 1,136,14! $ 1,37527. $ 1,449,93 $ 1,792,31!

Gross profif 504,50: 605,76¢ 666,98! 848,24

Operating incom: 56,31¢ 66,51¢ 21,317 200,07}

Earnings from continuing operatio 27,31¢ 409,42: 36,37: 125,27¢

Income (loss) from discontinued operations, netg 44,89 211,96: 33,117 (12,219

Earnings before preferred divider 72,21 621,38: 69,48¢ 113,06°

Net earnings available to common shareholders 68,94¢ 618,11¢ 68,07° 113,06°

Earnings per share from continuing operations

available to common shareholders

Basic earnings per share $ 0.07 $ 12€ $ 011 $ 0.3¢

Diluted earnings per share( $ 0.07 $ 117 $ 0.1C $ 0.37

Earnings per share available to common shareholders

Basic earnings per share $ 0.2C $ 192 $ 021 $ 0.3t

Diluted earnings per share( $ 0.1¢ $ 177 $ 0.1¢ $ 0.3

Year Ended December 31, 2004

Net revenue $ 1,019,22' $ 976,57( $ 957,29: $ 1,235,18

Gross profif 426,43: 409,03t 412,08: 544,48(

Operating income (los: 18,03( 29,28( 16,78( (84,339

Earnings (loss) from continuing operatic 30,417 43,96 34,53] (54,057)

Income from discontinued operations, net of 11,11C 29,23: 58,20¢ 11,44¢

Earnings (loss) before preferred dividel 41,527 73,19¢ 92,74: (42,609

Net earnings (loss) available to common shareholdg 38,26: 69,93« 89,47¢ (45,867)

Earnings (loss) per share from continuing operatios

available to common shareholders

Basic earnings (loss) per share $ 0.0¢ $ 01z $ 0.0¢ $ (0.17)

Diluted earnings (loss) per share $ 0.07 $ 0.11 $ 0.0¢ $ (0.17)

Earnings (loss) per share available to commo

shareholders

Basic earnings (loss) per share $ 0.11 $ 0.2C $ 0.2¢ $ (0.1%)

Diluted earnings (loss) per share $ 0.1C $ 0.1¢ $ 024 % (0.13)

(@) The first quarter of 2005 includes a $16.7 millgain on the sale of the Company's minority intesésire in the Italian home shopping operationgigtigroffset by $15.0 million
of other-than-temporary impairment losses on matXetsecurities.

(b) The data presented above for the first and secoaders of 2005 differs from the amounts refleétethe Company's Forms 10-Q due to the treatmeRxp&dia and TV Travel
Shop as discontinued operations with effect fronguat 8, 2005 and the second quarter of 2005, réspkc

(c) Prior to the fourth quarter of 2005, certain diredgination and other processing costs associatédloans sold had been reported as operatingresgse These costs are now

reported as a reduction to revenue, and have leetassified in earlier periods to conform to thevmeesentation. There is no impact from the chang@04 results, nor does it
impact operating income for any period. The neeresxe and gross profit for the first, second andithuarters of 2005 reflected above differ from a@neounts reflected in the
Company's first, second and third quarter FormQIdse to this reclassification.

(d) The second quarter of 2005 includes a $322.1 milliter-tax gain on the sale of IAC's common aredgored interests in VUE to NBC Universal and a.$#illion after-tax gain

on the sale of EUVIA.

(e) The third quarter of 2005 includes a $9.4 milliairgreflecting changes to the fair value of the\dgives that were created in the Spin-Off. The\dgives arise due to IAC's
obligation to deliver shares of both IAC and Exgecdbmmon stock upon the conversion of the Converhilotes and the exercise of certain IAC warraftglitionally, during the

third
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quarter of 2005, the Company recognized an afteintzrease in non-cash compensation expense od $dilion related to the treatment of vested stopkions in connection with
the Spin-Off and an after-tax reduction in non-cesimpensation expense of $3.5 million, includedantinuing operations and $22.0 million includedliscontinued operations,
related to the cumulative effect of the changeAiB's estimate related to the number of stock-baseatds that are expected to vest.

® The fourth quarter of 2005 includes a $4.8 millioss reflecting changes to the fair value of thevddives that were created in the Spin-Off. Thertb quarter of 2004 includes an
impairment charge of $184.8 million related to @evdown of Teleservices goodwill that resultednfirthe Company's annual impairment review under SRAS142.

(9) Per common share amounts for the quarters mayddatoethe annual amount because of differencdsemverage common shares outstanding during eaicii pall earnings per
share amounts reflect IAC's one-for-two reverselsgplit in 2005.

NOTE 27—SUBSEQUENT EVENTS (UNAUDITED)

During January 2006, $68.2 million par vatdi€€Convertible Notes was converted by the holdémon conversion, 2.6 million shares of
IAC common stock and 2.6 million shares of Expemtimmon stock were issued to the holders. Aftemgj\éffect to the conversion, the
remaining outstanding principal amount of the Cotilbke Notes is $45.8 million.

On February 8, 2006, IAC announced thaBdard of Directors authorized the repurchase aouf2 million shares of IAC's outstanding
common stock. Under the new authorization, IAC rpaschase shares over an indefinite period of tim&é open market, depending on those
factors IAC management deems relevant at any péatitime, including, without limitation, marketeditions, share price and future outlook.
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Iltem 9. Changes in and Disagreements with Accountants orcédunting and Financial Disclosures

Not applicable.

Iltem 9A. Controls and Procedures
Conclusion Regarding the Effectiveness of the Compg's Disclosure Controls and Procedures

The Company monitors and evaluates on goiag basis its disclosure controls and procediresder to improve their overall
effectiveness. In the course of these evaluatitvesCompany modifies and refines its internal psses 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 coverethisyreport, of the effectiveness of the Compadigslosure controls and procedures as de
in Exchange Act Rule 13a-15(e). Based on this ex@ln, the Chief Executive Officer and Chief Fineh©fficer concluded that the
Company's disclosure controls and procedures wezetige as of the end of the period covered by thport.

Management's Report on Internal Control Over Finangal Reporting

Management of the Company is responsiblestablishing and maintaining adequate internatrobover financial reporting (as defined
in Rule 13a-15(f) under the Exchange Act) for ttepany. The Company's internal control over finahi@porting is a process designed to
provide reasonable assurance regarding the réfjabilfinancial reporting and the preparation iofancial statements for external purposes in
accordance with accounting principles generallyeptad in the United States. Management assessedf¢loéveness of the Company's intel
control over financial reporting as of December 105, except for Cornerstone Brands, which wasiieed on April 1, 2005 and IAC Search
& Media (formerly known as Ask Jeeves), which waguared on July 19, 2005. The combined assetserghue of Cornerstone Brands and
IAC Search & Media were approximately 31% and 14%he respective amounts in the consolidated firsstatements as of and for the year
ended December 31, 2005. In making this assessmantanagement used the criteria for effectiverimdl control over financial reporting
described in "Internal Control—Integrated Framewaskued by the Committee of Sponsoring Organinatiof the Treadway Commission.
Based on this assessment, management has detetmateas of December 31, 2005, the Company'snateontrol over financial reporting is
effective.

Ernst & Young LLP, our independent registepublic accounting firm, audited the Companyissotidated financial statements included
in this annual report on Form 20in accordance with the standards of the Publim@any Accounting Oversight Board (United States) laa
issued an attestation report, included herein, anagement's assessment of the Company's intemiabcover financial reporting.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

Changes in Internal Control Over Financial Reporting

The Company monitors and evaluates on goiag basis its internal control over financial@gjng in order to improve its overall
effectiveness. In the course of these evaluatitiesCompany modifies and refines its internal psses as conditions warrant. As required by
Rule 13a-15(d), IAC management, including the CEieécutive Officer and the Chief Financial Officatso conducted an evaluation of the
Company's internal control over financial reporttogletermine whether any changes occurred duniegjtiarter ended December 31, 2005
have materially affected, or are reasonably likelynaterially affect, the Company's internal cohtreer financial reporting. Based on that
evaluation, there has been no such change duringdtiod covered by this report.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of
IAC/InterActiveCorp

We have audited management's assessmentjéd in the accompanying Management's Repomtanrial Control Over Financial
Reporting, that IAC/InterActiveCorp maintained etige internal control over financial reporting @sDecember 31, 2005, based on criteria
established in Internal Control-Integrated Framédwssued by the Committee of Sponsoring Organipatiof the Treadway Commission (the
COSO criteria). IAC/InterActiveCorp's managemenisponsible for maintaining effective internal tohover financial reporting and for its
assessment of the effectiveness of internal coantret financial reporting. Our responsibility iségpress an opinion on management's
assessment and an opinion on the effectivenes® afdmpany's internal control over financial rejmgrbased on our audit.

We conducted our audit in accordance wWithdtandards of the Public Company Accounting Qgetr8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifenternal control over financial
reporting was maintained in all material respe®@tsr audit included obtaining an understanding tdrimal control over financial reporting,
evaluating management's assessment, testing ahating the design and operating effectivenessateirnal control, and performing such of
procedures as we considered necessary in the @tanoes. We believe that our audit provides a redse basis for our opinion.

A company's internal control over finanaigborting is a process designed to provide redderassurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures that€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, management's assessmentAlInterActiveCorp maintained effective interr@introl over financial reporting as of
December 31, 2005, is fairly stated, in all mateeapects, based on the COSO criteria. Also, mopinion, IAC/InterActiveCorp maintained,
in all material respects, effective internal cohtreer financial reporting as of December 31, 20f¥sed on the COSO criteria.

We also have audited, in accordance wighstandards of the Public Company Accounting Ogatdoard (United States), the related
consolidated balance sheets of IAC/InterActiveCamgd subsidiaries as of December 31, 2005 and 20@4the related statements of
operations, shareholders' equity and cash flowsdch of the three years in the period ended DeeeBih 2005 and our report dated March 8,
2006 expressed an unqualified opinion thereon.

/s! Ernst & Young LLP

New York, New York
March 8, 2006
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Iltem 9B. Other Information

None.

PART Il

The information required by Part Ill (Iterb@, 11, 12, 13 and 14) has been incorporatedrmbgeieference to IAC's definitive Proxy
Statement to be used in connection with its 2006uah Meeting of Stockholders, or the 2006 ProxyeSteent, as set forth below, in
accordance with General Instruction G(3) of ForreK10

Item 10. Directors and Executive Officers of the Registrant

Information relating to directors and ext&gel officers of IAC and their compliance with Siect 16(a) of the Exchange Act is set forth in
the sections entitled "Election of Directors andndgement Information" and "Executive CompensatioretiBn 16(a) Beneficial Ownership
Reporting Compliance," respectively, in the 2006xyrStatement and is incorporated herein by referen

ltem 11. Executive Compensation

Information regarding compensation of dioes and executive officers of IAC is set forthtlie section entitled "Executive Compensati
in the 2006 Proxy Statement and is incorporatedihdry reference.

ltem 12. Security Ownership of Certain Beneficial Owners aibBnagement and Related Stockholder Matters

Information regarding ownership of IAC commstock, Class B common stock and Series B pexfestock and securities authorized for
issuance under IAC's equity compensation planstifosth in the sections entitled "Security Owngpstf Certain Beneficial Owners and
Management" and "Equity Compensation Plan Inforamétin the 2006 Proxy Statement and is incorporagz@in by reference.

Iltem 13. Certain Relationships and Related Transactions

Information regarding certain relationshisl related transactions with IAC is set fortlthia section entitled "Certain Relationships and
Related Party Transactions” in the 2006 Proxy 8tate and is incorporated herein by reference.

Iltem 14. Principal Accounting Fees and Services

Information regarding the fees and serviafdé\C's independent auditors is set forth in sleetion entitled "Fees Paid to Our Independent
Auditors" in the 2006 Proxy Statement and is inooaped herein by reference.
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Item 15. Exhibits and Financial Statement Schedules

(a) List of Documents filed as part of this Report

@

)

Schedule
Number

All other financial statements and scheslulet listed have been omitted since the requirgairhation is included in the Consolidated

Consolidated Financial Statements of IAC

PART IV

Report of Independent Registered Public Accounfiimm: Ernst & Young LLP.

Consolidated Statements of Operations for the YEated December 31, 2005, 2004 and 2003.

Consolidated Balance Sheets as of December 31, &0D2004.

Consolidated Statements of Shareholders' EquitthiolYears Ended December 31, 2005, 2004 and 2003.

Consolidated Statements of Cash Flows for the YEaded December 31, 2005, 2004 and 2003.

Notes to Consolidated Financial Statements.

Consolidated Financial Statement Schedule of 1A(

Valuation and Qualifying Account

Financial Statements or the notes thereto, ortispplicable or required.

@)

The documents set forth below, numbereatoordance with Item 601 of Regulation S-K, aredfiherewith or incorporated herein by

Exhibits

reference to the location indicated.

Exhibit No. Description Location

2.1 Separation Agreement, dated as of Augu: Exhibit 2.1 to the Registrant's Quarterly Re|
2005, between the Registrant and Expedia, on Form 10-Q for the fiscal quarter ended

September 30, 200

3.1 Restated Certificate of Incorporation Exhibit 3.1 to the Registrant's Registrat

IAC/InterActiveCorp. Statement on Form 8-A/A, filed on August 12,
2005.

3.2 Certificate of Designations of Series Exhibit 3.2 to the Registrant's Registrat
Cumulative Convertible Preferred Stock of ~ Statement on Form 8-A/A, filed on August 12,
IAC/InterActiveCorp. 2005.

3.3 Amended and Restated Bylaws Exhibit 3.1 to the Registrant's Current Ref
IAC/InterActiveCorp. on Form K, filed on September 20, 20C

4.1 Indenture, dated as of December 16, 2( Exhibit 4.1 to the Registrant's Registrat
among the Registrant, USANi LLC, as Statement on Form S-4 (No. 333-102713),
Guarantor, and The Bank of New York filed on January 24, 2003.

(successor in interest to JPMorgan Chase
Bank), as Trustet
162
4.2 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(
4.3 Indenture (relating to the Zero Coupon Exhibit 4.1 to the Registrant's Current Report
Subordinated Convertible Notes of Ask Jee  on Form 8-K, filed on July 22, 2005.
Inc.), dated as of June 4, 2003, by and between
Ask Jeeves, Inc. and The Bank of New York,

as Trustee
4.4 Form of Zero Coupon Convertible Exhibit 4.2 to the Registrant's Current Report
Subordinated Note of Ask Jeeves, Inc. on Form 8-K, filed on July 22, 2005 (included
within Exhibit 4.1).
4.5 Supplemental Indenture (relating to the Zero Exhibit 4.3 to the Registrant's Current Report

Coupon Subordinated Convertible Notes of on Form 8-K, filed on July 22, 2005.
Ask Jeeves, Inc.), dated as of July 19, 200t
and among the Registrant, Ask Jeeves, Inc
the Bank of New York Trust Company, N.A.,
as Trustee

4.6 Second Supplemental Indenture (relating tc¢  Exhibit 4.4 to the Registrant's Current Report
Zero Coupon Subordinated Convertible Notes on Form 8-K, filed on September 22, 2005.
of Ask Jeeves, Inc.), dated as of August 9,
2005, by and among the Registrant, Ask
Jeeves, Inc. and the Bank of New York Trust
Company, N.A., as Truste

4.7 In accordance with Item 601 (b) (4) (iii) (A)
Regulation S-K, certain instruments relating to
long-term obligations of the Registrant have
been omitted but will be furnished to the
Commission upon reque:

4.8 Equity Warrant Agreement, dated as of Exhibit 4.8 to the Registrant's Annual Report
February 4, 2002, between the Registrant andon Form 10-K for fiscal year ended December
The Bank of New York, as equity warrant 31, 2001.
agent.

4.9 Equity Warrant Agreement, dated as of Ma:  Exhibit 4.1 to the Registrant's Current Reg
2002, between the Registrant and The Bank obn Form 8-K, filed May 17, 2002.
New York, as equity warrant age

4.10 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 MellonRegistration Statement on Form S-4 (SEC File
Investor Services LLC, as equity warrant No. 33:-104973), filed on August 6, 2003.
agent.

10.1 Amended and Restated Governa Exhibit 10.1 to the Registrant's Quarte
Agreement, among the Registrant, Liberty Report on Form 10-Q for the fiscal quarter
Media Corporation and Barry Diller, dated as ended September 30, 2005.
of August 9, 2005

10.2 Amended and Restated Stockholders Exhibit 10.2 to the Registrant's Quarterly
Agreement between Liberty Media Report on Form 10-Q for the fiscal quarter
Corporation and Barry Diller, dated as of ended September 30, 2005.
August 9, 2005

10.3 Tax Sharing Agreement between the Regis  Exhibit 10.3 to the Registrant's Quarte
and Expedia, Inc., dated as of August 9, 2005.Report on Form 10-Q for the fiscal quarter

ended September 30, 20!
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10.4 Employee Matters Agreement between the  Exhibit 10.4 to the Registrant's Quarterly
Registrant and Expedia, Inc., dated as of Report on Form 10-Q for the fiscal quarter
August 9, 2005 ended September 30, 20!

10.5 Transition Services Agreement between the Exhibit 10.5 to the Registrant's Quarterly
Registrant and Expedia, Inc., dated as of Report on Form 10-Q for the fiscal quarter
August 9, 2005 ended September 30, 20!

10.6* IAC/InterActiveCorp 2005 Stock and Annual Incorporated by reference to Annex J to the
Incentive Plan. Registrant's Definitive Proxy Statement,

included in Amendment No. 3 to the
Registrant's Registration Statement on Form S-
4, filed with the Commission on June 17, 2005
(SEC File No. 33-124303).



10.7* Form of Restricted Stock Unit Agreement for Exhibit 10.7 to the Registrant's Quarterly
the IAC/InterActiveCorp 2005 Stock and Report on Form 10-Q for the fiscal quarter
Annual Incentive Plar ended September 30, 20(
10.8* Amended and Restated 2000 Stock and Arn Appendix B to the Registrant's Definitive
Incentive Plan Proxy Statement, dated April 30, 20!
10.9* HSN, Inc. 1997 Stock and Annual Incent Appendix F to the Registrant's Definiti
Plan. Proxy Statement, dated January 12, 1!
10.10* Form of Restricted Stock Unit Agreement Exhibit 10.1 to the Registrant's Current Rej
the Amended and Restated 2000 Stock and on Form 8-K, dated February 16, 2005.
Annual Incentive Plan and the HSN, Inc. 1997
Stock and Annual Incentive Ple
10.11* Home Shopping Network, Inc. 1996 Stock  Exhibit A to the Home Shopping Definitive
Option Plan for Employee Proxy Statement, dated March 28, 1¢
10.12* Summary of No-Employee Directo Exhibit 10.9 to the Registrant's Annual Reg
Compensation Arrangements. on Form 10-K for the fiscal year ended
December 31, 200:
10.13* Deferred Compensation Plan For - Exhibit 10.2 to the Registrant's Quarte
Employee Directors. Report on Form 10-Q for the quarter ended
June 30, 200(
10.14* Silver King Communications, Inc. Directo Appendix H to the Registrant's Definiti'
Stock Option Plar Proxy Statement, dated November 20, 1¢
10.15* IAC/InterActiveCorp Executive Deferre Exhibit 10.8 to the Registrant's Annual Reg
Compensation Plan. on Form 10-K for the fiscal year ended
December 31, 200-
10.16* Stock Option Agreement between Exhibit 10.8 to the Registrant's Quarte
Registrant and Barry Diller, dated as of Jun  Report on Form 10-Q for the fiscal quarter
2005. ended September 30, 20!
10.17* Equity and Bonus Compensation Agreem Exhibit 10.26 to the Registrant's Annual Re
dated as of August 4, 1995, between Barry  on Form 10-K for the fiscal year ended
Diller and the Registran December 31, 199i
10.18* Agreement between Victor Kaufman and Exhibit 10.1 to the Registrant's Quarte
Registrant, dated as of February 5, 2004. Report on Form 10-Q for the fiscal year ended
March 31, 2004
10.19* Amendment No. 1, dated as of June 6, 200 Exhibit 10.9 to the Registrant's Quarte
Agreement dated as of February 5, 2004, Report on Form 10-Q for the fiscal quarter
between Victor Kaufman and the Registr: ended September 30, 20!
164
10.20* Employment Agreement between Thoma Exhibit 10.27 to the Registrant's Annual Re
Mclnerney and the Registrant, dated as of  on Form 10-K for the fiscal year ended
October 9, 200z December 31, 200:
10.21* Amendment No. 1 to Employment Agreem  Exhibit 10.19 to the Registrant's Annual Re
between Thomas J. Mclnerney and the on Form 10-K for the fiscal year ended
Registrant, dated as of November 15, 2( December 31, 200:
10.22* Employment Agreement between Gregory Exhibit 10.14 to the Registrant's Annual Re
Blatt and the Registrant, dated as of on Form 10-K for the fiscal year ended
November 5, 200: December 31, 200:
10.23*t Employment Agreement between Douglas
Lebda and the Registrant, dated as of
December 14, 200!
10.24* Amended and Restated Restricted Share ¢ Exhibit 99.4 to Amendment No. 1 to t
and Shareholders' Agreement, dated as of  Registrant's Registration Statement on Form S-
July 7, 2003, among Forest Merger Corp., the 4 (SEC File No. 333:05876), filed on July 1(
Registrant and the Grante: 2003.
10.25 Shareholders Agreement, dated December 1ZExhibit 10.35 to the Registrant's Annual Re
1996, relating to Jupiter Shop Channel Co.  on Form 10-K for the fiscal year ended
among Jupiter Programming Co. Ltd., Home December 31, 1996.
Shopping Network, Inc. and Jupiter Shop
Channel Co. Ltd
10.26 Services and Trademark License Agreement,Exhibit 10.36 to the Registrant's Annual Re

dated as of December 12, 1996, between F
Shopping Network, Inc. and Jupiter Shop
Channel Co. Ltd

on Form 10-K for the fiscal year ended
December 31, 1996.



21.1¢% Subsidiaries of IAC/InterActiveCorp as of
December 31, 200!

23.1t Consent of Ernst & Young LLF

31.1t Certification of the Chief Executive Office
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.

31.2t Certification of the Chief Financial Offict
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.

32.11t Certification of the Chief Executive Offici
pursuant to 18 U.S.C. Section 1350 as adopted
pursuant to Section 906 of the Sarbanes-Oxley
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pursuant to 18 U.S.C. Section 1350 as adopted
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* Reflects management contracts and management madodicompensatory plans and arrangem
T Filed herewith.

Tt Furnished herewith.
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SIGNATURES

Pursuant to the requirements of SectionrlB5(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 13, 2006

IAC/INTERACTIVECORP

By: /s/ BARRY DILLER

Barry Diller
Chairman of the Board, Chief Executive Officer dbidector

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf
of the Registrant and in the capacities indicated/larch 13, 2006.

Name Title

/sl BARRY DILLER

Chairman of the Board, Chief Executive Officedddirector
Barry Diller

Is/ VICTOR A. KAUFMAN
Vice Chairman and Director

Victor A. Kaufman

/s/ THOMAS J. MCINERNEY
Executive Vice President and Chief Financial Office

Thomas J. Mclnerne

/s/ MICHAEL H. SCHWERDTMAN
Senior Vice President and Controller (Chief AccangiOfficer)

Michael H. Schwerdtma

. Director
William H. Berkman
/s/ EDGAR BRONFMAN, JR.
Director
Edgar Bronfman, J
/s/ DONALD R. KEOUGH
Director
Donald R. Keougl|
Isl MARIE-JOSEE KRAVIS
Director
Marie-Josée Kravi:
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Director
Bryan Lourd
/sl ARTHUR C. MARTINEZ
Director

Arthur C. Martinez



/sl STEVEN RATTNER

Steven Rattne

/s/ GEN. H. NORMAN SCHWARZKOPF

Gen. H. Norman Schwarzko

/s/ ALAN G. SPOON

Alan G. Spoor

/s/ DIANE VON FURSTENBERG

Diane Von Furstenber

Director

Director

Director

Director
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IAC/INTERACTIVECORP AND SUBSIDIARIES
VALUATION AND QUALIFYING ACCOUNTS

Balance at

Beginning of Charges to
Description Period Earnings
2005
Allowance for doubtful $ 19,15C $ 21,20¢
accounts
Inventory reserve 37,88: 4,311
Sales returns accrual 29,93: 5,32¢
Loans held for sale reser 1,14« 4,64¢
Deferred tax valuation 104,71 12,514
allowance
Other reserve 4,70¢
2004
Allowance for doubtfu $ 24,94( $ 6,80t
accounts
Inventory reserves 34,607 4,36¢
Sales returns accru 29,33¢ 404
Loans held for sale reser — 15&
Deferred tax valuatio 263,58((6) —
allowance
Other reserve 4,93t
2003
Allowance for doubtfu $ 23,667 $ 19,55:
accounts
Inventory reserves 33,44+ 1,413
Sales returns accru 24,03¢ 5,30z
Deferred tax valuatio 217,42. (34,245 ()
allowance
Other reserve 3,781

() Amounts are primarily related to the acquisitioh$AC Search & Media and Cornerstone Brands in 2!

(2)  Write-off of fully reserved accounts receivable.

3) Disposition of inventory during the year.

Charges to Other
Accounts

(In thousands)

$ 12,87¢1)

5,571(1)
7,05¢D)

(75,565 ()

$ 1,73(C

80
98¢
(36,738 (1

$ 70E

(243)

(27,97¢ (20)

Deductions

$ (22,139 @

(5,825 ®
(3,316
(2,729

$ (14,329 @

(1,174 @
191

(122,13 ®)

$ (18,98 @

(7 @

Schedule |

Balance at
End of Period

$ 31,09:

41,94¢
39,00:

3,06¢
41,66¢

2,981

$ 19,15(
37,88:

29,93:

1,14

104,71

4,70¢

$ 24,94(
34,601
29,33¢

155,20((6)

4,93¢

4) Amount is primarily related to HSN Internationalda®\C net operating loss carryforward, which imggatthe income tax provisio

(5)  Amount is primarily related to the wr-off of previously unbenefited deferred tax assetsHSN International foreign net operati

losses.

(6) The December 31, 2003 balance was affected byssfitations of valuation allowances that had prasly been netted against the
related deferred tax assets for net operating $osdated to HSN International. The January 1, 28ldnce reflects this reclassification.

(7)  Amount is primarily related to LendingTree net agigrg loss carry forward, which impacted goodwiill.

(8) Amount is primarily related to the net operatingdes of HSN International that either expired orendilized during the year.

(9)  Amount is primarily related to Ticketmaster net qiing loss carry forward, which impacted the ineotax provision

(10) Amount is primarily related to the acquisition addingTree partially offset by net operating loss@syforwards of Ticketmaster, bc
of which impacted goodwiill.
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Exhibit 10.23

EXECUTION COPY

EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”), dated ag@ecember 14, 2005, and effective as of Janua@pQ6
(the “Effective Date”), is entered into by and beem Douglas R. Lebda (“Employee”), IAC/InterAc@@p (the “Company”) and
LendingTree, LLC (“LendingTree”) (solely for purpesof Sections 1A, 3A(c), and 7A of this Agreememd Section 3 of the Standard Terms
and Conditions.

WHEREAS, Employee is currently serving as Chief &rive Officer and a member of the Board of Direstof
LendingTree;

WHEREAS, the Company wishes to promote the Emplagebe position of President and Chief Operatirficér of the
Company, and Employee is willing to commit himgeltontinue to serve the Company and its subseiaand affiliates, on the terms and
conditions herein provided;

WHEREAS, Employee and LendingTree are parties tBraployment Agreement (the “Prior Agreement”), diads of May
5, 2003, which generally became effective as okfifiective date (as that term is defined in th@PAigreement), which the parties intend will
be superseded hereby;

WHEREAS, in order to effect the foregoing, the Camp and Employee wish to enter into an employmgreement on the
terms and conditions set forth below;

NOW, THEREFORE, in consideration of the mutual agnents hereinafter set forth, Employee, the Compauay
LendingTree have agreed and do hereby agree as/fll

1A. EMPLOYMENT. The Company agrees to employ Employee as PresadenChief Operating Officer of the Company athef
Effective Date and Employee accepts and agreasctoamployment. Effective as of the Effective D&mployee shall cease to be an
employee and officer of LendingTree; providdtbwever, that Employee shall remain in employment with diegTree for a specified
transition period following the Effective Date (tbaration of which to be mutually determined by Hoyee and the Company) if and to the
extent necessary to comply with regulatory requéets applicable to LendingTree. During Employeesmmyment with the Company,
Employee shall perform all services and acts nergss advisable to fulfill the duties and respailgies as are commensurate and consistent
with Employee’s position and shall render such isesson the terms set forth herein. During Empl&/eenployment with the Company,
Employee shall report to the Chief Executive Offioéthe Company (hereinafter referred to as thegdtting Officer”). Employee shall have
such powers and duties with respect to the Companyay reasonably be assigned to Employee by therfReg Officer, to the extent
consistent with Employee’s position and status hdlit limiting the foregoing, Employee shall have thllowing reporting relationships: (i)
the senior




executive of each of the principal businesses @Gbmpany shall report to Employee, subject toexisting contractual obligations to the
contrary, and (ii) the Company’s corporate exe@ifivincipally responsible for human resource adfafrthe Companyg businesses shall rep

to Employee, provided it is understood that witkpeect to such affairs that are of substantial a@aessignificance (like major compensation
programs, structures and initiatives) or that migthierwise require involvement of the Company’s f8loaf Directors or committees thereof,
such human resource executive shall jointly refmoanother corporate executive, and that with retsjpehuman resource affairs relating to the
Company’s corporate executives, the human res@xeeutive may report singly to another corporaerative. Employee agrees to devote all
of Employee’s working time, attention and effodsihe Company and to perform the duties of Empl@ypesition in accordance with the
Company’s policies as in effect from time to tirgnployee’s principal place of employment shall e Companys offices in New York, Ne'
York.

2A. TERM OF AGREEMENT The term (“Term”) of this Agreement shall commermmn the Effective Date and shall continue through
December 31, 2008, unless sooner terminated ir@acoe with the provisions of Section 1 of the 8tad Terms and Conditions attached
hereto; providedhat Employee and the Company will enter into gasth negotiations to extend the Term no later thiamrmonths prior to the
end of the Term, providedurther, that Employee has provided written notice to@mnpany between eight and six months prior to titea#
the Term which sets forth his interest in enteiimtg such negotiations.

3A. COMPENSATION

(@) BASE SALARY. During the Term, the Company shall pay Employearmnual base salary of $750,000 (the “Base S3lamgyable
in equal biweekly installments or in such othetaliments as may be in accordance with the Compgmgyroll practice as in effect from time
to time. The Base Salary shall be reviewed by thegany, if requested by Employee in writing, nsléequently than annually in a manner
consistent with similarly situated executives & @ompany and may be increased but not decreasedll purposes under this Agreement,
term “Base Salary” shall refer to Base Salary asfiiect from time to time.

(b) DISCRETIONARY BONUS During the Term, Employee shall be eligible toaige discretionary annual bonuses in a manner
consistent with similarly situated executives af ompany.
(c) EQUITY COMPENSATION

0] LendingTree Restricted Share Grafte Company acknowledges that LendingTree hagepgdo Employee 42.5 restricted

common units of LendingTree (the “Shares”), subjedhe terms and conditions of the Amended andd®eas$ Restricted Share Grant and
Shareholders’ Agreement dated July 7, 2003 andlzsesjuently amended, attached hereto as ExhiliieX Ehares Agreemeht. Upon the
Effective Date, the Employee’s Shares will be edais follows:

(A) 25% of the Shares will be exchanged on thedi¥e Date for 200,000 shares of common stock@Qompany
(“Company Common Stock”), which will vest




in equal installments on December 31, 2006, Deeer@b, 2007 and December 31, 2008 (each, a “VeBtatg”), based on
Employee’s continued employment with the Company ismsubsidiaries and subject to performance ¢mmdi (the “First
Performance Conditions”) set by the Company’s camp#on committee (subject to full and immediatstivig in the event of a
termination of employment by the Company withouti€s or a termination of employment by EmployeeGood Reason, and
subject to pro rated vesting in the event of DeatDisability based on the amount of continued iserbetween the date hereof and
end of the Term). If Employee remains in employnierda Vesting Date but the shares of Company Com#&took that are otherwise
scheduled to vest on that date do not vest beadus&ilure to satisfy the First Performance Cdinds for that Vesting Date, those
shares of Company Common Stock shall not be feddiut shall instead remain unvested, subjectéo leesting if and to the extent
waiver of the First Performance Conditions is reedipursuant to Section 3A(c)(i)(C)(3) below. Enyae shall have the same rights
with respect to the Exchange Stock as other holofle@mpany Common Stock; provid#tht any dividends that are declared and
payable with respect to the Exchange Shares betmte shares have become vested shall not be pBidpioyee but shall instead be
converted into additional Exchange Shares (basetefair market value of Company Common Stockhendate on which the
dividend would otherwise have been paid) and sletransferred to Employee subject to the saméngesbnditions as are applicable
to the Exchange Shares with respect to which sivitieshds were payable. The exchange of such Sharesich shares of Company
Common Stock (such shares, the “Exchange Stockiifémded to constitute a “reorganization” withiire tmeaning of Section 368(a)
(2)(B) of the Internal Revenue Code of 1986, asratad (the “Code”) and this Agreement is intendedatastitute a “plan of
reorganization” within the meaning of Section 354h@ Code. The Company agrees to comply with éleendkeeping and filing rule
of Treasury Regulation section 1.368-3 (and anylaimmules of any relevant state or local taxinggdiction) with respect to such
exchange. In addition, the Company agrees thaict £xchange shall, in whole or in part, fail t@lify as a reorganization solely by
reason of (i) the treatment of such exchange byrapany (or its subsidiaries or affiliates), inoMor in part, as other than a
reorganization in Tax returns filed with the IntaliRevenue Service or (ii) the failure by the Compéor its subsidiaries or affiliates)
to comply with U.S. federal filing or reporting ngigements to obtain reorganization treatment fahsexchange, the Company will
indemnify and hold harmless the Employee, on agrdétx basis, against all U.S. federal, state andllincome taxes to which
Employee may be subject, with respect to thoseeshafrCompany Common Stock so exchanged but ngualifying, in consequenc
of such failure. It is agreed and understood thiditei IRS alleges that the transaction is taxableitiue of any reason other than (i) or
(ii) in the preceding sentence, the Company studlbe obligated to contest such determination &adl be entitled to file an amended
return or otherwise settle the issue with the IR& shall have no indemnity obligation hereunderdifidnally, at the time of any
disposition of the Exchange Stock by Employee feifgy an indemnification under this section, Empleyell pay to Company any
realized tax savings resulting from the increassesidassociated with the alternative tax treatrgismg rise to the indemnification.
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(B) 40% of the Shares, which have vested prighéoEffective Date, will remain unchanged by thgréement, and 10% of

the Shares will vest in equal installments on Au@,2006, August 8, 2007 and February 8, 2008das Employee’s continued
employment with the Company and its subsidiarieswaitl continue to be subject to the terms of the®s Agreement (including any
accelerated vesting provisions).

(C) 25% of the Shares (the “Target Sharagf) vest in equal installments on August 8, 20B6gust 8, 2007 and February

2008, based on Employee’s continued employment thghCompany and its subsidiaries (subject todtl immediate vesting in the
event of a termination of employment by the Compaitfiout Cause, or a termination of employment ypoyee for Good Reason,
and subject to pro rated vesting in the event aitBer Disability based on the amount of continsexvice between the date hereof
and February 8, 2008). Additionally, the followitegms shall apply to the Target Shares:

(1) If Employee remains employed by the Comparst peecember 31, 2007, the value of his vested T&lgares will be
appraised as of December 31, 2008 (the “ValuatiateT) pursuant to the procedures set forth in Secticd@Xii) and (a)(iv
of the Shares Agreement. In the event Employeefd@ment terminates prior to the Fifth Annivers&igcal Year (as
defined in the Shares Agreement), the ValuatioreDat the Target Shares shall be the Decembero3ike fiscal year of
LendingTree in which such termination of employmetturs; provided, that if such termination of eaymhent occurs on or
after June 30th in any given fiscal year, the VatuaDate shall be six months and one day followsngh termination of
employment, and the payment described in (3) asba# occur on or about 90 days following such \d#lbn Date. The
valuation required by this paragraph shall occgardless of whether any put has been exercised timel&hares Agreeme
provided that if a put is exercised under the Shagreement, then the appraisal for purposes of ¢iget Shares shall be 1
appraisal associated with the put under the Shgesement.

(2) Employee acknowledges that by virtue of hisition in the Company, he may come into possessidamformation
relating to the value of LendingTree that is noblply available or otherwise available to employeé LendingTree,
including, without limitation, opinions of other mdsers of Company management, valuations of Lendeglindertaken for
internal corporate purposes and valuations of atherpanies for internal corporate purposes. Emglogeognizes that some
of this information could be prejudicial to the Cpamy in the valuation/appraisal process contemglayethis Agreement a
the Shares Agreement, and hereby agrees that heotvéhare, directly or indirectly, any such infation with the appraiser
or any employees of LendingTree other than, witlpeet to employees of LendingTree, as is hecegsagnnection with th
discharge of his duties to the Company.

(3) If Eighty Percent (80%) of the Vested Value ¢&fined below) is less than the Company Shareultn@s defined
below), then Employee shall exchange




his vested Target Shares for a number of shar€swipany Common Stock equal to the Company Sharebdugas defined
below), and the First Performance Conditions, ®odktent unfulfilled, shall be waived. This excharshall occur on May 15,
2009 (or on such later date as the Vested Valulk ddfinitively be determined), unless Employeerspoyment terminated
prior to January 1, 2008, in which case it shatluwgromptly following the definitive determinatiaf the value of the Target
Shares.

The “Vested Value” shall mean the value of the @gStarget Shares as determined pursuant to S&Ai@)(i)(C)
(1) above.

The “Company Share Amount” shall mean the Compdrgr&&Number (as defined below) multiplied by tllitrg
thirty day average closing price of the Company @un Stock as of the date on which the value offéget
Shares was definitively determined.

The “Company Share Number” shall mean, (i) O, ifffoyee’s employment terminates prior to December2806,
(i) 100,000, plus up to an additional 166,667He éxtent that certain performance conditions distedd by the
Compensation Committee of the Company (the “Se¢mrébrmance Conditions”) are satisfied, if Empldgee
employment terminates between December 30, 200®andmber 31, 2007, (iii) 200,000, plus up to aditthal
333,334 to the extent that the Second Performaonoeli@ons are satisfied, if Employee’s employmentrtinates
between December 30, 2007 and December 31, 200800,000, plus up to an additional 500,000 toetkent that
the Second Performance Conditions are satisfideimiployee’s employment terminates on or after Ddamm31,
2008, Employee’s employment does not terminater poithe date on which the Company Share Number is
determined, or Employee’s employment terminatemgttime under circumstances that gave rise toeat®n of
the Target Shares, and (v) if Employee’s employneminates for Death or Disability, the same nundseunder
(iv) directly above (300,000, plus up to an addi&ib500,000 to the extent that the Second Perfocm&onditions
are satisfied), multiplied by a fraction, the nuater of which is the number of days of continuegiryment with
the Company following the date hereof and the denator of which is the total number of days in Term.

(4) If the Vested Value is greater than the Congpimare Amount, then the vested Target Shareslshallibject to the
put/call provisions of the Shares Agreement.

(5) The Target Shares will no longer be subje¢he “Come Along” and “Take Along” provisions oé&ions 4.3 and 4.4 of
the Shares Agreement.




(6) Inthe event of a “Transfer Event” (as definedection 4.3 of the Shares Agreement) whichltegu a sale of 100% of
the common units of LendingTree, the Target Shsinell be purchased by the Company immediately poithe Transfer
Event at a price equivalent to the sales pricenafroon units of LendingTree in the Transfer Eventhwhe purchase price
paid in the form of an unsecured promissory notthefCompany, maturing on December 31, 2008, bgamberest at the
applicable federal rate specified in Section 78{2)fof the Code and providing for a gross-up orehafter-tax basis (taking
into account any deduction allowable for any amdredted as interest under Section 453A(c)(5) ef@bde) solely for any
amounts payable by Employee pursuant to SectioA@)Z ode with respect to such note (assumingHisr purpose that
Employee holds no installment obligations othenthach note). In such event, Section 3A(c)(i)(CH3all be applied as of
December 31, 2008 (or as of such earlier date plEayee’s employment is terminated) with the thetefaalue of such note
(and any accrued interest) constituting the VeStade for such purposes.

(7) Inthe event of an event which results in djustment of shares of Company Common Stock subjeskisting awards
pursuant to the Company’s 2005 Stock and Annuaritice Plan, the number of shares of Company Confatock
deliverable to Employee under this Section 3A(Qfiall be equitably adjusted.

(D) Itis intended that if Employee exchanges €aghares for Company Common Stock pursuant taose8A(i)(c)(1)(C)
hereof or returns Shares to the Company and res€oeenpany Common Stock pursuant to section 3A(D{(B) and the Shares
Agreement, such exchange shall be treated by ttiepas a “reorganization” within the meaning etson 368(a)(1)(B) of the Code
except to the extent, if any, that independenttdwisors selected by the Company and reasonabgptatde to Employee are unable
to issue an opinion to the effect that such treatrakould more likely than not prevail. For furtledarification, if such independent t
advisors are able to issue an opinion that reorgdion treatment is more likely than not to prewéth respect to part but less than all
of the shares of Company Common Stock so exchatige@xception contained in the preceding sentehak apply only with respe
to that number of shares of Company Common Stotk respect to which such independent tax advisersiaable to opine that
reorganization treatment should more likely thahprevail. Notwithstanding the foregoing, if Tar@tares are exchanged for shares
of Company Common Stock pursuant to section 3A(€)(3), the Company shall not be obligated totteeaa reorganization the
issuance of those shares of Company Common Stdbkawiaggregate value in excess of the Vested Vahise Agreement (and, wi
respect to an exchange described in section 3NL)B) and the Shares Agreement) are intendednstiute a “plan of
reorganization” within the meaning of Section 3%4h® Code. Subject to the exceptions containglignparagraph, Company agrees
to comply with the record-keeping and filing rutefsTreasury Regulation section 1.38&and any similar rules of any relevant stat
local taxing jurisdiction) with respect to each B@xchange. In no event shall the Company be reduigr satisfy its put/call
obligations under the Shares Agreement with shafr€@mpany Common Stock in order to enable a “pfareorganization,” but the
Company shall otherwise make good faith efforts to




provide for reorganization treatment and Employgrees to reasonably cooperate with such efforexjfiested.

(E) Within ten days following the date on whicke tBompany’s compensation committee establisheBithePerformance
Conditions and the Second Performance Conditionsgléacribed in Sections 3A(c)(i)(A) and 3A(c)(i)(8)above), the Company st
provide Employee with a written notice that cee$fithat such performance conditions have beenlisstath and which describes the
specific terms of such performance conditions.

(i) Equity IncentivesFollowing the Effective Date, Employee shall baleated annually for future equity incentives in a
manner consistent with the evaluation providedsfoiilarly situated executives of the Company afsing into consideration Employestotal
incentive compensation opportunities.

(d) BENEFITS During the Term, Employee shall be eligible tetjpipate in any welfare, health, life insurancenpion benefit and
incentive plans, programs, policies and practicesay be adopted from time to time by the Companthe same basis as that provided to
similarly situated employees of the Company geher@lithout limiting the generality of the foreg@nEmployee shall be eligible for the
following benefits:

0] Reimbursement for Business Expendasring the Term, the Company shall reimburse Exyg for all reasonable and
necessary expenses incurred by Employee in perfigrimployee’s duties for the Company, on the saaséstas similarly situated employees
of the Company generally and in accordance withtbmpany’s policies as in effect from time to time.

(i) Vacation During the Term, Employee shall be eligible faidhvacation in accordance with the plans, poligigsgrams an
practices of the Company applicable to similartyaied employees of the Company generally.

4A. NOTICES All notices and other communications under thigsegement shall be in writing and shall be giverfitst-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 anadiately upon duly acknowledged hand deliveryagdicable, to the respective persons
named below:

If to the Company: IAC/InterActiveCorp
152 West 57" Street
New York, NY 10019

Attention: General Counsel




With a copy to: Wachtell, Lipton, Rosen & Katz
51 West 52nd Street
New York, New York 10019

Attention: Michael S. Katzke, Esq.

If to LendingTree: LendingTree, LLC
11115 Rushmore Drive
Charlotte, NC 28277

Attention: General Counsel
If to Employee: At the most recent address on file at the 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 thus edehetween the parties hereto shall be
governed by and construed under and in accordaitheive laws of the State of Delaware without refere to the principles of conflicts of
laws. Any and all disputes between the parties lwhay arise pursuant to this Agreement will be teard determined solely before an
appropriate federal court in the State of New Yok if not maintainable therein, then in an appiate New York state court. The parties
acknowledge that such courts have jurisdictiomterpret and enforce the provisions of this Agresimand the parties consent to, and waive
any and all objections that they may have as tsgpel jurisdiction and/or venue in such courts.

BA. COUNTERPARTSThis Agreement may be executed in several copates, each of which shall be deemed to be annadidiut all

of which together will constitute one and the sanstrument. Employee expressly understands andoadkdges 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 Agreement’herdse of the term “hereof” shall refer to this égment and the Standard Terms and
Conditions attached hereto, taken as a whole.

TA. WAIVER OF PRIOR AGREEMENTSThis Agreement constitutes the entire agreemefwéen the parties, and Employee
acknowledges that he has waived, effective aseoEfffective Date, any and all rights under prioreggnents and understandings (whether
written or oral) between Employee and LendingTnea the Company with respect to the subject matftéri® Agreement (other than the
Shares Agreement, as modified by this Agreemamt)uding, without limitation, the Prior AgreemeBmployee acknowledges and agrees that
neither the Company nor anyone acting on its bétedfmade, and is not making, and in executingAbieement, the Employee has not relied
upon, any representations, promises or inducensewtpt to the extent the same is expressly sét fiothis Agreement.
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IN WITNESS WHEREOF, the Company has caused thigégient to be executed and delivered by its dulyasizied
officer and Employee has executed and deliveredAbreement as of the date set forth above.

IAC/INTERACTIVECORP
Authorized Representati\

By:
Title:

LENDINGTREE, LLC.
(Solely for purposes of Sections 1A, 3A(c) and

Authorized Representati\
By:
Title:

/sl DOUGLAS R. LEBDA
DOUGLAS R. LEBDA




STANDARD TERMS AND CONDITIONS

1. TERMINATION OF EMPLOYEE EMPLOYMENT.

€) DEATH. Upon termination of Employee’s employment priothie expiration of the Term by reason of Emplogeaiath, the
Company shall pay Employee’s designated beneficateneficiaries, within 30 days of Employee’sttida a lump sum in cash, (i)
Employee’s Base Salary from the date of Employde&ath through the end of the month in which Empédyeeath occurs and (ii) any
Accrued Obligations (as defined in paragraph 1€fpty).

(b) DISABILITY . Upon termination of Employee’s employment primekpiration of the Term by reason of Employee’sdbility, the
Company shall pay Employee, within 30 days of sigchination in a lump sum in cash, (i) Employee&sB Salary from the date of
Employee’s termination of employment due to Disgbthrough the end of the month in which such teation occurs, offset by any amounts
payable to Employee under any disability insurgriea or policy provided by the Company and (ii) égcrued Obligations (as defined in
paragraph 1(f) below). “Disability” shall mean anclition, resulting from bodily injury or diseasbat renders, and for a six consecutive month
period has rendered, Employee unable to performatanbally the duties pertaining to his employmeaith the Company. A return to work of
less than 14 consecutive days will not be consitlareinterruption in Employee’s six consecutive therof disability. Disability will be
determined by the Company on the basis of medigdeace satisfactory to the Company.

(c) TERMINATION FOR CAUSE; RESIGNATION BEMPLOYEE WITHOUT GOOD REASON The Company may terminate
Employee’s employment under this Agreement witlvithout Cause at any time. Upon termination of Emgpk’s employment prior to
expiration of the Term by the Company for Causepwn Employees resignation without Good Reason, this Agreemleall serminate withot
further obligation by the Company, except for tlagment of any Accrued Obligations (as defined irageaph 1(f) below). As used herein,
“Cause” shall mean: (i) the plea of guilty or nalontenderdo, or conviction for, a felony offense or otheinoe involving moral turpitude by
Employee; provided however, that after indictment, the Company may suspengl&yee from the rendition of services, but withbtriting

or modifying in any other way the Company’s obligas to Employee under this Agreement; provigdédther, that Employee’s employment
shall be immediately reinstated if the indictmentlismissed or otherwise dropped and there istherwise grounds to terminate Employee’s
employment for Cause; (ii) a material breach by Exwyge of a fiduciary duty owed to the Company) @imaterial breach by Employee of any
of the covenants made by Employee in Section 2ofiee (iv) the willful or gross neglect by Emplayef the material duties required by this
Agreement. Before a cessation of Employee’s empérehall be deemed to be a termination of Emplsyaaployment for Cause, (A) the
Company shall provide written notice to Employeat thlentifies the conduct described in clauses({ii) or (iv) above, as applicable, and (B)
in the event that the event or condition is curaBlaployee shall have failed to remedy such evenbadition within 30 days after Employee
shall have received the written notice from the @any described above. As used herein, “Good Readwil’ mean the occurrence of any of
the following without Employee’s written conseri},d material adverse change in




Employee’s title, duties, operational authoritieseporting responsibilities from those in effatinnediately following the Effective Date,
excluding for this purpose any such change thahisolated and inadvertent action not taken infaald and that is remedied by the Company
promptly after receipt of notice thereof given hg Employee or that is authorized pursuant toAlgieement or that relate to new businesses
not operated by the Company as of the date ofAgisement, (ii) a material reduction in Employeafsual base salary, or (iii) a relocation of
Employee’s principal place of business more thami&s from the New York, New York metropolitan are

(d) TERMINATION BY THE COMPANY OTHER THAN FOR DEATH, DSABILITY OR CAUSE; RESIGNATION BY EMPLOYEI
FOR GOOD REASON Upon termination of Employee’s employment primekpiration of the Term (i) by the Company with@guse (other
than for death or Disability) or (ii) upon Employgeesignation for Good Reason, subject to Emplsyerecution and non-revocation of a
general release of the Company and its affiliatdstntially in the form attached hereto as Extind Employees compliance with Sectiol
2(a) through 2(e), (A) the Company shall pay Empthe Base Salary through the remainder of theTand (B) the Company shall pay
Employee within 30 days of the date of such termidmain a lump sum in cash any Accrued Obligati(asdefined in paragraph 1(f) below).

(e) MITIGATION; OFFSET In the event of termination of Employee’s empl@mprior to the end of the Term, in no event shall
Employee be obligated to seek other employmerdlar &iny other action by way of mitigation of semermbenefits or other compensation or
benefits. If Employee obtains other employmentmyithe Term, the amount of any severance paymeis imade to Employee under Section
1(d) hereof after the date such employment is secsinall be offset by the amount of compensationeshby Executive from such employm
through the end of the Term. For purposes of tkigiSn 1(e), Employee shall have an obligatiomforim the Company promptly regarding
Employee’s employment status following terminatéord during the period encompassing the Term.

® ACCRUED OBLIGATIONS As used in this Agreement, “Accrued Obligatioskall mean the sum of (i) any portion of Emplogee’
accrued but unpaid Base Salary through the dadeath or termination of employment for any reas@the case may be; and (ii) any
compensation previously earned but deferred by Byag (together with any interest or earnings th@&réwat has not yet been paid.

2. CONFIDENTIAL INFORMATION; NONCOMPETE; NONSOLICITATION; AND PROPRIETARY RIGHTS

€) CONFIDENTIALITY. Employee acknowledges that while employed byGbmpany Employee will occupy a position of trustian
confidence. Employee shall not, except as may tpeimed to perform Employee’s duties hereunder aegsired by applicable law, disclose to
others or use, whether directly or indirectly, &gnfidential Information. “Confidential Informatiéshall mean information about the
Company or any of its subsidiaries or affiliatesg séheir clients and customers that is not disadldsethe Company or any of its subsidiaries or
affiliates for financial reporting purposes andttvas learned by Employee in the course of
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employment with the Company or any of its subsidsor affiliates, including without limitation arproprietary knowledge, trade secrets, ¢
formulae, information and client and customer lamsl all papers, resumes, and records (includingpater records) of the documents
containing such Confidential Information. Employesknowledges that such Confidential Informatiosgecialized, unique in nature and of
great value to the Company and its subsidiarieffoiates, and that such information gives the @amy and its subsidiaries or affiliates a
competitive advantage. Employee agrees to deliveztarn to the Company, at the Company’s requieshyatime or upon termination or
expiration of Employee’s employment or as soondhfter as possible, all documents, computer tapeéslisks, records, lists, data, drawings,
prints, notes and written information (and all @pthereof) furnished by the Company and its sidorses or affiliates or prepared by Emplo
in the course of Employee’s employment by the Camgnd its subsidiaries or affiliates. As usedhiis tAgreement, “affiliates” shall mean
any company controlled by, controlling or under coom control with the Company.

(b) NONCOMPETITION. During the Term and for a period of 24 monthsdrelyEmployee’s date of termination of employmenmt fo
any reason following the date hereof (the “Restdd®eriod”) Employee shall not, without the prior written comsef the Company, directly «
indirectly, engage in or become associated witlomg@etitive Activity. For purposes of this Sectiofp® (i) a “Competitive Activity” means
any business or other endeavor, in any state dittied States or a comparable jurisdiction in @&nar any other country, involving products
or services that are the same or similar to the tffproducts or services that the Reporting Bissiee are engaged in providing as of the date
hereof or at any time during the Term, (ii) Empleyshall be considered to have become “associatbdafompetitive Activity” if Employee
becomes directly or indirectly involved as an owmeincipal, employee, officer, director, indepentdeontractor, representative, stockholder,
financial backer, agent, partner, member, advieoder, or in any other individual or represeneatiapacity with any individual, partnership,
corporation or other organization that is engagea Competitive Activity and (iii) the “ReportinguBinesses” shall mean each of the
businesses of the Company that have reported elifeatly or indirectly to Employee during the TrerNotwithstanding the foregoing, (i)
Employee may make and retain investments durindRéhstricted Period, for investment purposes onlyess than one percent (1%) of the
outstanding capital stock of any publicly-tradedpmration engaged in a Competitive Activity if thick of such corporation is either listed on
a national stock exchange or on the NASDAQ Natidwatket System if Employee is not otherwise affdiiwith such corporation and (ii)
Employee may become employed by a partnershipocatipn or other organization that is engaged @oapetitive Activity so long as
Employee has no direct or indirect responsibilibesnvolvement in the Competitive Activity.

(c) NONSOLICITATION OF EMPLOYEES During the Restricted Period, Employee shall nathout the prior written consent of the
Company, directly or indirectly, hire or recruit solicit the employment or services of (whetheaa®mployee, officer, director, agent,
consultant or independent contractor), any emplogieer, director, agent, consultant or indepertdmntractor of the Company or any of its
subsidiaries or affiliates (except for such empleytor hiring by the Company or any of its subsidior affiliates); provided, howevethat
this Section 2(c) shall not apply to any hiring aihiesults solely from a general solicitation of
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employment that was not directed to employees@fbmpany or any of its subsidiaries or affiliates.

(d) NONSOLICITATION OF BUSINESS PARTNERSDuring the Restricted Period, Employee shall nathout the prior written
consent of the Company, directly or indirectly,icigl attempt to do business with, or do busineih any business partners or business
affiliates of the Company or any of its subsidiar@ those affiliates of the Company that are eadag a Competitive Activity, or encourage
(regardless of who initiates the contact) any dueiness partners or business affiliates to useghéces of any competitor of the Company,
its subsidiaries or affiliates.

(e) PROPRIETARY RIGHTS; ASSIGNMENTII Employee Developments shall be made for biyeEmployee for the Company or
any of its subsidiaries or affiliates. “Employee@mpments” means any idea, discovery, inventi@sjgh, method, technique, improvement,
enhancement, development, computer program, madparithm or other work or authorship that (ilates to the business or operations of
the Company or any of its subsidiaries or affikater (ii) results from or is suggested by any utakéng assigned to the Employee or work
performed by the Employee for or on behalf of tlepany or any of its subsidiaries or affiliatesefifer created alone or with others, during
or after working hours. All Confidential Informaticand all Employee Developments shall remain the pperty of the Company or any of
subsidiaries or affiliates. The Employee shall aegno proprietary interest in any Confidentialdrthation or Employee Developments
developed or acquired during the Term. To the eéxtenEmployee may, by operation of law or otheeyecquire any right, title or interest in
or to any Confidential Information or Employee Dimnent, the Employee hereby assigns to the Comalhisych proprietary rights. The
Employee shall, both during and after the Termnugh@ Company’s request, promptly execute and eetivthe Company all such
assignments, certificates and instruments, and gtahptly perform such other acts, as the Compaay from time to time in its discretion
deem necessary or desirable to evidence, estabii@htain, perfect, enforce or defend the Compangtsts in Confidential Information and
Employee Developments.

® COMPLIANCE WITH POLICIES AND PROCEDRES. During the Term, Employee shall adhere to thécpd and standards of
professionalism set forth in the Company’s polices procedures as they may exist from time to.time

(9) REMEDIES FOR BREACHEmployee expressly agrees and understands thaibizee will notify the Company in writing of any
alleged breach of this Agreement by the Compang taea Company will have 30 days from receipt of Eoyipe’s notice to cure any such
breach.

Employee expressly agrees and understands thegrfely at law for any breach by Employee of thigti®a 2 will be inadequate ai
that damages flowing from such breach are not lyssakceptible to being measured in monetary teAnsordingly, it is acknowledged that
upon Employee’s violation of any provision of tidection 2, in addition to any remedy that the Camypaay have at law, the Company shall
be entitled to obtain from any court of competemisgdiction immediate injunctive relief and obtainemporary order restraining any threate
or further breach as well as an equitable accogmfrall profits or benefits arising
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out of such violation. Nothing in this Section Zaltbe deemed to limit the Company’s remediesatdain equity for any breach by Employee
of any of the provisions of this Section 2, whichyrbe pursued by or available to the Company.

(h) SURVIVAL OF PROVISIONSThe obligations contained in this Section 2 shalthe extent provided in this Section 2, suntive
termination or expiration of Employee’s employmeiith the Company and, as applicable, shall be felijorceable thereafter in accordance
with the terms of this Agreement. If it is determihby a court of competent jurisdiction in anyestidiat any restriction in this Section 2 is
excessive in duration or scope or is unreasonabl@enforceable under the laws of that state,thiésintention of the parties that such
restriction may be modified or amended by the ctiurender it enforceable to the maximum extentiged by the law of that state. If any of
the covenants of this Section 2 are determinec teholly or partially unenforceable in any jurigitie), such determination shall not be a bz
or in any way diminish the rights of the Companytsmaffiliates, as applicable, to enforce any saebhenant in any other jurisdiction.

3. WAIVER OF PRIOR AGREEMENTSThis Agreement constitutes the entire agreemetwtden the parties, and Employee
acknowledges that he has waived, effective aseoEffflective Date, any and all rights under prioreggnents and understandings (whether
written or oral) between Employee and LendingTrethe Company with respect to the subject mattehisfAgreement (other than the Shares
Agreement, as modified by this Agreement), inclggiwithout limitation, the Prior Agreement. Empl@yacknowledges and agrees that ne
the Company nor anyone acting on its behalf haseaut is not making, and in executing this Agrestimtée Employee has not relied upon,
any representations, promises or inducements exzdipe extent the same is expressly set forthismAgreement.

4, ASSIGNMENT; SUCCESSORShis Agreement is personal in its nature and radrtke parties hereto shall, without the consént o
the others, assign or transfer this Agreement prrigints or obligations hereunder; providetthat in the event of a merger, consolidation,
transfer, reorganization, or sale of all, substdiytiall or a substantial portion of the assetshef Company with or to any other individual or
entity, this Agreement shall, subject to the primris hereof, be binding upon and inure to the beoéguch successor and such successor shal
discharge and perform all the promises, covendntigs, and obligations of the Company hereunduwt,adl references herein to the

“Company” shall refer to such successor.

5. WITHHOLDING. The Company shall make such deductions and widhgwech amounts from each payment and benefit rnade
provided to Employee hereunder, as may be reqtrioed time to time by applicable law, governmentdulation or order.

6. HEADING REFERENCESSection headings in this Agreement are includaéih for convenience of reference only and shatll n
constitute a part of this Agreement for any othenppse. References to “this Agreement” or the disbeoterm “hereof” shall refer to these
Standard Terms and Conditions and the Employmenrgekgent attached hereto, taken as a whole.
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7. WAIVER; MODIFICATION. Failure to insist upon strict compliance with arfythe terms, covenants, or conditions hereofl st
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 orentnes be deemed a waiver or relinquishment df sight or power at any other time or
times. This Agreement shall not be modified in aggpect except by a writing executed by each geetgto.

8. SEVERABILITY. In the event that a court of competent jurisdictiietermines that any portion of this Agreemein igolation of
any law or public policy, only the portions of tiAgreement that violate such law or public polityl be stricken. All portions of this
Agreement that do not violate any statute or pytditicy shall continue in full force and effect.rher, any court order striking any portion of
this Agreement shall modify the stricken terms asowly as possible to give as much effect as pés$d the intentions of the parties under
this Agreement.

9. INDEMNIFICATION. The Company shall indemnify and hold Employeartiass for acts and omissions in Employee’s capasity
an officer, director or employee of the Companthi® maximum extent permitted under applicable lawyided, however, that neither the
Company, nor any of its subsidiaries or affiliaséall indemnify Employee for any losses incurrecEmyployee as a result of acts that would
constitute Cause under Section 1(c) of this Agregme

10. SECTION 409A OF THE CODHhe benefits provided under this Agreement st@thply with Section 409A of the Code and the
regulations thereunder. To the extent so requiteatder to comply with Section 409A of the Codgafnounts and benefits to be paid or
provided under this Agreement shall be paid or jpled to Employee in a single lump sum on the fitstiness day after the date that is six
months following the date of termination of Empleigemployment or shall begin six months and onefdbowing the date of termination,
and (ii) the Company and Employee agree to amemdoaiify this Agreement and any agreements reldtargto (including any award
agreement with respect to equity compensation destin Section 3A(c)) as may be necessary to cpmjith Section 409A of the Code.
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ACKNOWLEDGED AND AGREED:

Date:

IAC/INTERACTIVECORP

Authorized Representati\

By:
Title:

LENDINGTREE, LLC
(Solely for purposes of Section

Authorized Representati\

By:
Title:

/sl DOUGLAS R. LEBDA

DOUGLAS R. LEBDA




Entity

IAC/InterActiveCorp Subsidiaries

As of December 31, 2005

Exhibit 21.1

Jurisdiction of Formation

4075650 Canada In
8831-8833 Sunset, LL(
Access Direct Telemarketing, Ir
Aqua Acquisition Holdings, LL(
Ask Jeeves (Canada) Ir

Ask Jeeves (Hangzhou) Limit
Ask Jeeves (Jersey) Limit
Ask Jeeves Australia Pty. Lt
Ask Jeeves B.V

Ask Jeeves Deutschland Gml
Ask Jeeves Espana S

Ask Jeeves Europe Limite
Ask Jeeves International, Ir
Ask Jeeves Internet Limite
Ask Jeeves ltalia S.r.

Ask Jeeves Technologies Limit
Ask Jeeves UK Partnerst
Ask Jeeves, Inc

AST LLC

AST Sub, Inc

Avaltus, Inc.

Ballard Designs, Inc

Barama, S#

BiljettDirekt Ticnet AB
BILLETnet A/S

Billetservice AS
Billettsentralen A<

Cinema Acquisition LLC
Cinmar, Inc.

Cinmar, L.P.

CitySearch Canada In
Cornerstone Brands, In

Cornerstone Consolidated Services Group,
Cornerstone Real Estate Company |, L

Corona Services, In
ECS Sports Fulfillment LL(
Elicia Acquisition Corp

Entertainment Publications of Canada Limi
Entertainment Publications of Puerto Rico, |

Entertainment Publications, Ir

Exception Management Services

Excite Italia B.V.
Excite Network S.L
FC1031 Limitec
Focus Interactive, Inc
Garnet Hill, Inc.
GiftCo, Inc.

GRB, Inc.

H.O.T. Belgium S.A

Canade
Delaware
lowa
Delaware
Canade
Peopl¢s Republic of Chini
Jersey- Channel Island
Australia
Netherland:
Germany
Spain
Ireland
Delaware
United Kingdom
Italy
Ireland
United Kingdom
Delaware
Delaware
Delaware
New Jerse)
Georgia
Belgium
Sweder
Denmark
Norway
Norway
Delaware
Ohio
Delaware
Canada (Ontaric
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New Brunswick
Delaware
Michigan
Delaware
Netherlands
Spain
United Kingdom
Delaware
New Hampshire
Delaware
Delaware
Belgium




Entity Jurisdiction of Formation

H.O.T. Networks Gmbt} Germany
H.O.T. Networks Holdings (Delaware) L.L.! Delaware
Hancock Information Group, Ir Florida
HLC Escrow, Inc California
Home Fashion Consultants, It Delaware
Home Loan Center, Ini California
Home Shopping Espafiol (Mexico) S. de R.L. de ( Mexico
Home Shopping Espafiol Servicios (Mexico) S. de Re_C.V. Mexico
Home Shopping Europe en Francais £ France
Home Shopping Europe en het Nederlands | Netherland:
Home Shopping Europe GmbH & Co. k Germany
Home Shopping Europe Holding Gml Germany
Home Shopping Europe Lt United Kingdom
Home Shopping Europe Management Gn Germany
Home Shopping Network En Espariol L.L Delaware
Home Shopping Network En Espafiol L Delaware
Home Shopping Network, In Delaware
HomeSpace Acquisition C Delaware
HSE Media LLC Delaware
HSN Capital LLC Delaware
HSN Catalog Services, In Delaware
HSN Direct LLC Delaware
HSN Fulfillment LLC Delaware
HSN General Partner LL Delaware
HSN GmbH & Co. KC Germany
HSN Home Shopping Network Gmk Germany
HSN Improvements LL( Delaware
HSN Interactive LLC Delaware
HSN LP Delaware
HSN New Media Gmbt Germany
HSN of Nevada LLC Delaware
HSN Realty LLC Delaware
HSN UK Holdings Ltd. United Kingdom
HSNAutomatic LLC Delaware
HTRF Holdings, Inc Delaware
HTRF Ventures, LLC Delaware
IAC 19 St. Holdings, LLC Delaware
IAC Falcon Holdings, LLC Delaware
IAC Partner Marketing, Inc Delaware
IBUY TV Limited United Kingdom
IIC Holdings Incorporate: Delaware
ImproveNet, Inc Delaware
iNest Realty of Minnesota, In Minnesots
iNest Realty, Inc lllinois
Ingenious Designs LL( Delaware
In-Home Service Professionals, i Delaware
Intercambios Internacionales de Vacaciones Intdntatnational Espafia S Spain
Intercambios Internacionales de Vacaciones S.AC.4e Mexico
InterCaptiveCorp, Ltd Bermuda
Internest, Inc Delaware
Internet Investment Int Bahama:
Internet Shopping Network LL: Delaware
Interval Acquisition Corp Delaware
Interval European Holdings Limite England and Wale
Interval Holdings, Inc Delaware
Interval International (Israel) Vacation Enterpsadamited Israel
Interval International Argentina S., Argentina




Entity

Jurisdiction of Formation

Interval International Brasil Servigos Lt
Interval International de Chile S.,
Interval International de Colombia, S.

Interval International Devre Mulk Turizm Limitedr&eti

Interval International Eastern Canada, |
Interval International Egypt Ltc

Interval International Finland C

Interval International France S

Interval International FZI

Interval International Gmbl

Interval International Greece Lt

Interval International Holdings Mexico S.A. de C

Interval International Holdings, In
Interval International India Private Limite
Interval International Italia SR

Interval International Limitet

Interval International Overseas Holdings, |

Interval International Singapore (Pte) L

Interval International South Africa (Pty) Lt

Interval International, Inc
Interval Resort & Financial Services, Ir
Interval Servicios de Mexico S.A. de C.

Interval Software Services (Europe) Limit

Interval Software Services, LL
Interval Travel Limitec

Interval UK Holdings Limitec
Interval Vacation Exchange, In

Intervalo Internacional Prestacdo da Servigos

iWon Points LLC

Jessi-Gold Interiors, Inc

Kartenhaus Ticketservice Gmk
Kiss.com Inc.

LendingTree Alabama Title Services, LI
LendingTree Settlement Services, L
LendingTree, LLC

Lippupalvelu OY

LT Real Estate, Inc

Match.com International Holdings, In
Match.com International Licenseco, LI
Match.com International Ltc
Match.com L.P

MatchLive LLC

MaxOnline, LLC

Meragon Financial Services, Ir
Meridian Financial Services, In
Microflex 2001 LLC

Mojo Acquisition Corp

New USANi Holding Company, Inc
New-U Studios Holdings, Inc

NLG Merger Corp

Organizacién Interval International, C.
Points Investments, In

Power Ten Ventures, In

PRC, LLC

Precision Response of North America, |
Precision Response of Pennsylvania, L

Brazil
Chile
Colombia
Turkey
Canada (Ontaric

Egypt
Finland
France

Dubai, United Arab Emirate

Germany
Greece
Mexico
Florida

India
Italy
England and Wale
Florida
Singapore
South Africa
Florida
Florida
Mexico
Northern Irelanc
Florida
England and Wale
England and Wale

Delaware

Portugal
New York

Delaware

Germany

Delaware

Alabama

Delaware

Delaware
Finland

Delaware

Delaware

Delaware

United Kingdom

Delaware

Delaware

Delaware

North Caroling
North Caroling

Delaware

Delaware

Delaware

Delaware

Delaware

Venezuele

Delaware

Delaware
Florida

Delaware

Delaware




Entity Jurisdiction of Formation
Pronto, Inc Delaware
Quiz TV Limited United Kingdom
R.A.B.B. Ticketing Control AE Sweder
Red Five Holdings, LL( Delaware
Reseau Admission, In Canade
ReserveAmerica CA In( Delaware
ReserveAmerica Holdings In Canada (Ontaric
ReserveAmerica Inc Delaware
ReserveAmerica ON Ini Canada (Ontaric
ReserveAmerica U.S. Holdings Ir Delaware
RMS, LLC Delaware
Robin Acquisition Corp Delaware
Sally Foster, Inc Michigan
ServiceMagic Inc Delaware
Shoebuy.com, Inc Delaware
Short Shopping LL( Delaware
Show Tickets Australia Pty. Lt Australia

SK Holdings, Inc Delaware
Smith & Noble, LLC Delaware
SN Windoware, Inc Delaware
Soulmates International, In Delaware
Soulmates Limite« New Zealanc

Soulmates Technology Limite
Soulmates Technology Pty Lt
Styleclick Chicago, Inc

Styleclick, Inc.

Styleclick.com Inc

Synchro Systems Limite

Targeted Media Solutions LL

The Cornerstone Brands Group, |

The Cornerstone Holdings Group, i
The IAC Foundation, Inc

The Territory Ahead, Inc

The Ticket Shop UnLimite
Tickemaste-Indiana, LLC

Ticket Agent Group T.A.G. AE

Ticket Service Nederland B.)

Ticket Shop (IOM) Holding:

Ticket Shop One (IOM) Limite:

Ticket Shop Two (IOM) Limitec
Ticketline (UnLimited)

Ticketmaste

Ticketmaster Advance Tickets, LL
Ticketmaster Australia Pty. Lt
Ticketmaster California Gift Certificates L.L.!
Ticketmaster Canada Lt

Ticketmaster Corporatic

Ticketmaster Deutschland Gmt
Ticketmaster EDCS LL(

Ticketmaster Florida Gift Certificates L.L.!
Ticketmaster France Holdings Co. EUI
Ticketmaster Georgia Gift Certificates L.L.
Ticketmaster Group, In

Ticketmaster Indiana Holdings Col
Ticketmaster International Events L
Ticketmaster L.L.C

United Kingdom
New South Wales Austral
Delaware
Delaware
California
United Kingdom
Delaware
Delaware
Delaware
Delaware
Delaware
Ireland
Delaware
Sweder
Netherlands
Isle of Man
Isle of Man
Isle of Man
Ireland
Delaware
Colorado
Australia
California
Canade
Illinois
Germany
Delaware
Florida
France
Georgia
Illinois
Indiana
United Kingdom
Virginia




Entity

Jurisdiction of Formation

Ticketmaster Multimedia Holdings, LL
Ticketmaster New Ventures Finance |
Ticketmaster New Ventures Holding Il A
Ticketmaster New Ventures, Lt
Ticketmaster NZ Pty. Ltc

Ticketmaster Onlir-Citysearch Canada Lt

Ticketmaster Pacific Acquisitions, In
Ticketmaster UK Limitec

Ticketmaster West Virginia Gift Certificates L.L.

Ticketmaste-New Ventures Holdings, Ini
Ticketron Australia Pty Ltd
Ticketshop (NI) Limitec
TicketWeb Inc.

Ticketweb, Ltd.

TM Number One Limitec

TM Travel, LLC

TM Vista, Inc.

TMC Realty, L.L.C.

TMOL CS-UK Ltd.

Travelsmith Outfitters, Inc
Trustic, Inc.

TV Travel Europe Ltd

TV Travel Groug Ltd.

TV Travel Shop Broadcasting Lt
TV Travel Shop Holidays Ltc

TV Travel Shop Ltd

uDate.com Ltd

uDate.com, Inc

Unicorn Acquisition Corp

USA Electronic Commerce Solutions L1
USA Video Distribution LLC
USANI Capital Corp

USANi LLC

USANi Sub LLC

USA-Vue Funding Corp
Ventana Television Holdings, In
Ventana Television, In(

Window Improvements.com, In
Worldex Corporatiot

Worldwide Ticket Systems, In
Worldwide Vacation & Travel, Inc
XYZIl, Inc.

ZD Holdings, Inc.

Zero Degrees Inc

Delaware
Sweder
Sweder

Cayman Islant
New Zealanc
Canada (Ontaric
Delaware
United Kingdom
West Virginia
Delaware
Australia
Northern Irelanc
Delaware
United Kingdom
United Kingdom

Delaware
Virginia

Delaware

United Kingdom
California
Delaware

United Kingdom

United Kingdom

United Kingdom

United Kingdom

United Kingdom

United Kingdom

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware
Florida

Washingtor
Florida
Washingtor
Delaware
Delaware




EXHIBIT 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference infdéHewing registration statements (and any amenusithereto) of our reports dated March
8, 2006, with respect to the consolidated finansfatements and schedule of IAC/InterActiveCorgCilterActiveCorp management'’s
assessment of the effectiveness of internal cootret financial reporting, and the effectivenestdrnal control over financial reporting of
IAC/InterActiveCorp, included in this Annual Rep¢Rorm 10-K) and any amendments thereto for the geded December 31, 2005:

COMMISSION FILE NO.:

Form &-8, No. 03:-53909
Form &8, No. 33--03717
Form &8, No. 33--18763
Form &-8, No. 33:-48869
Form &8, No. 33:--48863
Form &8, No. 33-57667
Form &-8, No. 33-65335
Form &8, No. 33--34146
Form &8, No. 33--37286
Form &-8, No. 33:-37284

Form &-3, No.
Form &-8, No.
Form &-8, No.
Form £-8, No.
Form &-8, No.
Form £-8, No.
Form £-8, No.
Form &-8, No.
Form £-8, No.
Form £-8, No.

33--105095
33101199
33105014
33-105876
33-104973
33-110247
33-118724
33127410
33127411
33124303

/sl Emst & Young LL

New York, New York
March 8, 2006




Exhibit 31.1
Certification
I, Barry Diller, Chairman and Chief Executive O#ficof IAC/InterActiveCorp (“IAC"), certify that:
1. I have reviewed this annual reporform 10-K of IAC;

2. Based on my knowledge, this annepbrt does not contain any untrue statement oftanabfact or omit to state a material fact
necessary to make the statements made, in lighedafircumstances under which such statementsmwade, not misleading with respect to the
period covered by this annual report;

3. Based on my knowledge, the finansiatements, and other financial information ineltiéh this annual report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this annual
report;

4, The registramstother certifying officer(s) and | are responsioleestablishing and maintaining disclosure cdstemd procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures ¢esigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this annual report is lgeprepared,;

b) Designed such internal control over financial réipor, or caused such internal control over finahaaorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjples

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsiatimual report our
conclusions about the effectiveness of the discesantrols and procedures, as of the end of thegeovered by this annual
report based on such evaluation; and

d) Disclosed in this annual report any change in #ggstrant’s internal control over financial repodithat occurred during the
quarter ended December 31, 2005 that has mateaifidigted, or is reasonably likely to materialljeat, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifyindioér(s) and | have disclosed, based on our megnteevaluation of internal control over financial
reporting, to the registrant’s auditors and theitaemmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Dated: March 13, 2006

/s/ Barry Diller
Barry Diller
Chairman and Chief Executive Offic




Exhibit 31.2
Certification
I, Thomas J. Mclnerney, Executive Vice Presidemt @hief Financial Officer of IAC/InterActiveCorp I&C"), certify that:
1. I have reviewed this annual reporform 10-K of IAC;

2. Based on my knowledge, this annepbrt does not contain any untrue statement oftanabfact or omit to state a material fact
necessary to make the statements made, in lightdafircumstances under which such statementswade, not misleading with respect to the
period covered by this annual report;

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this annual report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this annual
report;

4, The registramstother certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures ¢esigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this annual report is lgeprepared,;

b) Designed such internal control over financial réipor, or caused such internal control over finahaaorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjples

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsiatimual report our
conclusions about the effectiveness of the discesantrols and procedures, as of the end of thegeovered by this annual
report based on such evaluation; and

d) Disclosed in this annual report any change in #ggstrant’s internal control over financial repodithat occurred during the
quarter ended December 31, 2005 that has mateaifidigted, or is reasonably likely to materialljeat, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifyindioér(s) and | have disclosed, based on our megnteevaluation of internal control over financial
reporting, to the registrant’s auditors and theitaemmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.
Dated: March 13, 2006
/s/ Thomas J. Mclnerne

Thomas J. Mclnerne
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

I, Barry Diller, Chairman and Chief Executive O#ficof IAC/InterActiveCorp (the “Company”kertify, pursuant to Section 906 of t
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 18, to my knowledge:

1) the Annual Report on Form 10-K of the Company far fiscal year ended December 31, 2005 (the “R8petich this statement
accompanies fully complies with the requirementSeétion 13(a) or 15(d) of the Securities Exchatgeof 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 ctodiand results of operations of the
Company.
Dated: March 13, 2006
/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, Thomas J. Mclnerney, Executive Vice Presidemt @hief Financial Officer of IAC/InterActiveCorphg “Company”), certify,
pursuant to Section 906 of the Sarbanes-Oxley A2D62, 18 U.S.C. Section 1350, that, to my knowk=d

3) the Annual Report on Form 10-K of the Company far fiscal year ended December 31, 2005 (the “R8petich this statement
accompanies fully complies with the requirementSeétion 13(a) or 15(d) of the Securities Exchatgeof 1934 (15 U.S.C. 78m or
780(d)); and

4) the information contained in the Report fairly prets, in all material respects, the financial ctodiand results of operations of the
Company.

Dated: March 13, 2006

/s/ Thomas J. Mclnerne

Thomas J. Mclnerne

Executive Vice President and Chief Finan
Officer




