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Table 17: AOL Time Warner—Pro Forma Yearly Model 1998-2002E

% Change
PF1998 PF1999 PF2000E PF2001E PF2002E PF1999 PE2000E PF2001E PF2002E

Revenues:

Cable Networks $5,377 $6,111 $7.040 $8.206 $9.478 13.7% 15.2% 16.6% 15.5%

Publishing 4,496 4,663 4.608 5,054 5398 37% -1.2% 9.7% 6.8%

Music 4,025 3.834 3.886 4155 4,422 -4.7% 14% 6.9% 6.4%

Filmed Entertainment 7.978 8,075 8.682 9,324 9,978 1.2% 7.5% 7.4% 7.0%

WB Network 260 384 453 495 588 47.7% 18.1% 9.2% 18.7%

Cable 5,342 5374 6.045 6.953 7.918 0.6% 12.5% 15.0% 13.9%

AOL 3.847 5718 8.029 10,934 14,106 48.6% 40.4% 36.2% 29 0%

Time Warner Digital Media - - - 25 100

Intersegment Elimination (1,234) (1,109) (1.329) (1,456) (1,596) -10.1% 19.9% 8.6% 96%
Total Revenues 30,091 33,050 37,413 43,691 50,393 ’ 9.8% 13.2% 16.8% 15.3%
Total Revenues (Without Synergies) 30,091 33,050 37,413 42,851 48,174 9.8% 13.2% 14.5% 14.8%

EBITDA:

Cable Networks 1,276 1,529 1,780 2,171 2,568 19.8% 16.4% 21.9% 18.3%

Publishing 687 760 858 1,039 1171 10.6% 12.9% 21.0% 12.7%

Music 536 523 539 601 665 -2.4% 3.1% 11.4% 10.8%

Filmed Entertainment 867 1,153 972 1.114 1,225 33.0% -15.7% 14.6% 9.9%

W8 Network (92) (91) (58) (18) 44 -1.1% -36.5% -68.0% -337.3%

Cable 2,558 4,713 2,837 3.218 3.639 84.2% -39.8% 13.4% 13.1%

AOL 409 1,241 2,281 3673 5,128 203.4% 83.8% 61.0% 39.6%

Time Warner Digital Media 0 (18) (200} (100) {25)

Intersegment Elimination (94) (10) (68) (10%) {130) 89.4% 580.0% 54.4% 23.8%
Total EBITDA 6,147 9,802 8,942 11,592 14,285 59.5% -8.8% 29.6% 23.2%
Total EBITDA (Without Synergies) 6,147 9,802 8,942 10,657 12,965 59.5% -8.8% 19.2% 21.7%

Depreciation (1,494) (1.478) (1.722) {1,925) (2,183) -1.1% 16.5% 11.8% 13.4%

Amortization (8.405) (8,393) (8,438) (8,438) (8.438) 01% 05% 00% 0.0%

Operating Income (3,752) (69) (1.218) 1.230 3,664 -98.2% 1668.2% -200.9% 198.0%

Interest & Other, Net (2,008) {1,099) (1,986) (1,876) (1,626) -45.3% 80.7% -5.5% -13.3%

Minority interest (338) (475) (307} (353) (406) 40.5% -35.4% 15.0% 15.0%

Corporate Expenses (220) (251) (284) {2695) (294) 14.1% 131% 6.5% 10.9%

Pretax Income (6.318) (1,894) (3,795} {1,265) 1,338 -70.0% 100.4% -66.7% -205.7%

Income Tax 1,072 (627) 27 {1.038) (2,079) :158.5% -104.3% -3929.8% 100.3%

Income Before Extraordinary items (5.246) (2.521) (3,768) {2,303) (741) -51.9% 49.5% -38.9% -67.8%

Extraordinary Loss on Debt Retirement - 12) (425} - -

Nelincome (5.246) (2,533) (4,193) (2.303) (741) -51.7% 65.5% -45.1% -67.8%

Preferred Dividends (540) (52) (15) - - -90.4% 71.2%

Income for Common ($5,786) {$2,585) ($4,208) ($2.303) ($741) -55.3% 62.8% -45.3% -67.8%

income to Common Before Extra. ltems (5,786) (2,573) (3.783) (2,303) (741) -55.5% 47.0% -39.1% -67.8%

EPS - Reportad [ (3‘.?!) :{Sl.ﬁ},. 6% LT 46.4% 39:7% -68.1%

EPS - Excluding Non-Recurring ems { $e.74) S80Sy o CIB K 28% 0 898% . 68.1%

Cash Earaings (EPS*GW+Nontash Taxes) . (1212 SHAT T 196.3% 208%: I41.7% 48.0%

Shares Quistanding 4,460 4,730 4,805 4853 4,902

Effective Tax Rate 17% 33% 1% 82% -155%

EBITDA Margins:

Cable Networks 23.7% 25.0% 25.3% 26.5% 27.1%

Publishing 15.3% 16.3% 18.6% 20.5% 21.7%

Music 13.3% 13.6% 13.9% 14.5% 15.0%

Filmed Entertainment 10.9% 14.3% 11.2% 11.9% 12.3%

Broadcasting-The WB Network -35.4% -23.7% -12.7% -3.7% 7.5%

Cable 47.9% 87.7% 46.9% 46.3% 46.0%

AOL 10.6% 21.7% 284% 33.6% 36.4%

Total EBITDA 20.4% 29.7% 23.9% 26.5% 28.3%
22.2%
21.7%

Source: Company reports and First Union Securities, Inc., estimates
Note: AOL has a June fiscal year end. However, o ease comparability, earnings are presented on a calendar year end basis. i¥hs consistent with the merged company's planned fiscal year
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Table 19: America Online—Yearly Model 1998-2001E

% Change
1998 1999 2000 2001E 1999 2000E 2001E
Revenues

Subscription Services $2.765 $3.874 $5,050 $6.325 40% 30% 25%

Aavertising. Commerce and Other 725 1,368 2.460 3.749 89% 80% 52%

Enterprise Solutions 357 476 319 560 33% 8% 8%

Total Revenues 3,847 5718 8.029 10.634 49% 40% 32%
Cost of Revenue 2.252 3.055 4111 5.291 36% 35% 29%
Cost of Reverue as % of Revenue 59% 53% 51% 50%

Sales & Marketing 670 872 1.123 1.482 30% 29% 32%
Product Development 267 290 339 423 9% 17% 25%
General & Administrative 290 410 528 687 41% 29% 30%
Amortization of Goodwill & Other Intangibles 48 68 72 72 42% 6% 0%
Acguired In-Process R&D 80 - - -

Merger, Restructuring and Contract Termination Charges 50 98 -

Settlement Charges 18 - - -

Income (loss) from Operations 172 925 1,856 2,680 438% 101% 44%
Other income, Net 40 814 511 244 1935% -37% -52%
Corporate Expenses 62 88 111 138 42% 26% 25%
Pretax Income 150 1,651 2,257 2,785 1001% 37% 23%
Provision for Taxes 30 607 881 1,086 1923% 45% 23%
Net Income $120 $1.044 §1,376 $1.699 770% 32% 23%
EPY SR
EP

Cash Enrnings {8

Average Diluted Shares 2,258 2,587 2,602 2.680 15% 1% 3%

Effective Tax Rate 20% 37% 39% 39%

Depreciation 25%

EBITDA Adiusted tor NoniRecurring emis =~ » : , 0%

EBITDA Margin 23.9% 28.4% 30.0%

Operating Income Margin 4.5% 16.2% 23.1% 25.2%

Additional infor ion:

AOL Subscribers at Peried £nd 15.1 20.5 26.0 315 36% 27% 21%
AOL Subscribers Added During the Period 44 5.4 55 5.5 24% 1% 0%

CompuServe Subscribers at Period End 2.2 2.5 3.1 36 14% 24% 16%
CompuServe Subscribers Added During the Period 2.2 0.3 0.6 0.5 -86% 100% -17%

Customer Solutions/Gateway Subscribers at Periad End 0.0 07 1.1 13 0% 42% 24%
Customer Solutions/Gateway Subscribers Added During the Period 0.0 0.7 0.3 0.3 0% -58% -19%

Total Subscribers at Period End 17.3 238 30.2 6.4 37% 27% 21%
Total Subscribers Added During the Period 6.6 8.5 6.4 6.3 2% -1% 2%

Average Subscrbers 14.5 20.0 26.9 333 38% 34% 24%

U S. Subscribers at Period End 14.5 198 24.9 29.9 37% 26% 20%
Average U S Subscribers 12.4 16.9 22.2 274 37% 31% 23%

International Subscribers at Period End 28 4.0 53 6.6 42% 34% 24%
Average Internationat Subscribers 23 4.0 53 59 75% 34% 12%

Monthly Subscription Revenue/Average U.S. Subscriber $18.65 $19.12 $18.95 $19.27 3% -1% 2%

Moninhly Advertising Revenue/Average Total Subscriber $4.17 $5.70 $7.62 $9.39 37% 34% 23%

Source: Company reports and First Union Securities, Inc., estmates

Note  AOL has a June fiscal year end However, to ease comparability, eamings are presented on a calendar year end basis. iffis consistent with the merged company's planned fiscal year
In contrast to the company's definition. our EBITDA calculation does not include “Other Income ~
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Table 21: Time Warner—Yearly Model 1998-2001E

CONSOLIDATED
Revenues:

Cable Networks
Publishing

Music

Filmed Entertainment

WB Network

Cable

Time Warner Digital Media
intersegment Elimination

Total Revenues

EBITA:

Cable Networks
Publishing

Music

Filmed Entertainment

WB Network

Cable

Time Warner Digital Media
Intersegment Elimination

Total EBITA

Amortization
Operating income

Interest & Other, Net

Minority Interest

Corporate Expenses

Pretax Income

Income Tax

Income Bef Extraordinary Items
Extraordinary ltems

Net income

Preferred Dividends

Income for Common

Income to Common before Extra. items

EPS -Reported
EPS - Excluding Non-Recurring ltems
Cash Earnings (EPS+GW)

Average Common Shares
Fully Dilutea Shares
Effective Tax Rate

EBITDA Breakdown:
Cable Networks
Publishing

Music

Filmed Entertainment

WB Network

Cable

Time Warner Digital Media
Intersegment Elimination

Total EBITDA
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%Change
1998 1999 2000E 2001E 1998 1999 2000E 2001E
$5.377 $6.111 $7,040 $8,096 11.5% 13.7% 15.2% 15.0%

4,496 4,663 4,608 4,884 4.8% 3.7% -1.2% 6.0%

4,025 3,834 3,886 4,080 9.0% -4.7% 14% 50%

7.978 8,075 8,682 9,274 13.9% 1.2% 7.5% 6.8%
260 384 453 485 91.2% 47.7% 18.1% 7.0%

5,342 5,374 6,045 6,853 1.9% 0.6% 12.5% 13.4%

(1.234) (1.109) {1,329) {1,456) 120.0% -10.1% 19.9% 8.6%
26,244 27,333 29,384 32,217 6.6% 4.1% 7.5% 9.6%

1160 1397 1,639 1,936 20.3% 20.4% 17.3% 18.2%
607 679 775 868 14.7% 11.9% 14.1% 12.0%
464 449 456 493 -0.6% -3.2% 1.6% 8.0%
695 997 829 902 15.1% 43.5% -16.8% 87%
(93) {92) (58) (26) 57% -1.1% -37.2% -54.2%

1694 3927 1,919 2,138 5.2% 131.8% -51.1% 11.4%

0 (17) (200) (225)

(94) (10) (68) (109 74.1% -89.4% 580.0% 54.4%
4,433 7,330 5,292 5,980 9.9% 65.4% -27.8% 13.0%
(1,311) (1.279) (1.320) (1,320} -23% 24% 3.2% 0.0%
3,122 6.051 3,972 4,660 16.0% 93.8% -34.4% 17.3%
(2,112) (1,913) (2.497) (2,120) 50.7% -9.4% 30.5% -15.1%

(266) (475) {307) (353) -12.8% 78.6% -35.4% 15.0%

(158) (163} (173) (187) 3.3% 32% 6.3% 8.0%

586 3,500 995 2,000 -29.6% 497.3% -71.6% 101.1%
(418) {1.540) (612) (1,017 212% 2682% 60.2% 1%

168 1.960 383 983 44.3% 1068.2% -80.5% 157.0%

- (12) _ (425) 1]

168 1,948 (42) 983 -31.8% 1061.1% -102.2% -2417 7%

{540} {52} {15) 0 69.3% -90.4% 71.2% -100.0%

($372) $1,896 ($57) $983 409.9% -609.5% -103.0% -1812.3%

(372) 1,908 368 983 1967.8% -612.7% -80.7% 167 5%

$0313 . $180 e -582.7% -81.3% 164.7%

{8008y . $0.89 1 0.0 706.2% 3.5% 83.5%

$035 . S0 $0.82° 109.6% 0.0% 40:3%

1,195 1,267 1,307 1,328 52% 6.1% 3.2% 1.6%

1,378 1,395 1,386 1,384
71% 44% 62% 51%

1.276 1,529 1,780 2,088 18.9% 19.8% 16.4% 17.3%
687 760 858 954 13.0% 10.6% 12.9% 11.1%
536 523 539 581 -2.5% -2.4% 3.1% 7.7%
867 1,153 972 1,054 7.3% 33.0% -15.7% 8.5%
(92) 91 (58) (26) 57% -1.1% -36.5% -54.2%

2,558 4,713 2,837 3,143 3.4% 84.2% -39.8% 10.8%
- (16) (199) (225)

(94) (10) (68) (105) 74.1% -89.4% 580.0% 54.4%
$5,738 $8,561 6,661 $7.464 6.8% 49.2% 222% 12.0%

58

Source: Company reports and First Urion Securities, Inc . estimates
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Anthony P. Gallo, CFA
National Director of Research
anthory gallo@funb com

Todd M. Wickwire

Securities Director of Institutional Research ~ {410) 625-6393
todd.wickwire@funb.com
COMMUNICATIONS FINANCIAL SERVICES MEDIA
Internet Infrastructure Services Banks Broadcasting/Cable
Andrea Grosz (312) 574-6235 Bradley S. Vander Ploeg (312) 574-5923 James B. Boyle (212) 891-5038
Telecommunication Services-Wireless David J. Lang (312) 574-5938 Matthew A. Kames, CPA  (212) 891-5039

Jennifer A Murtaugh
Jit A Desmarais

(312) 5745985
(312) 574583

Telecommunication Services-Wireline
Frank G. Murphy (804) 782-3694

Stephanie L. Green (804) 782-3320
Brett P. Hawkins, CPA (804) 782-3760
Frank G. Louthan, IV (804) 782-3386
Chris Pilecki (804) 782-3472

CONSUMER & BUSINESS SERVICES

Apparel Retailing

Kelly B. Armstrong, CFA (415) 836-5936
Apparel/Softgoods/Textiles
Bryan C. Hunt, CFA (804) 782-3367
Automotive Retailing/Motor Sports
H.B. Thomson Il (804) 782-3441
Consumer Products
Steven M. Bemard, CFA {312) 574-6259
Education/e-Education
Jerry R. Herman, CFA {216) 574-7351
Robert L. Craig (216) 574-7350
Leigh D. Pollak (312) 574-5592
Jerome Sheehan {216) 574-7339
Floorcoverings/Furniture
John A Baugh, CFA (804) 782-3297
Scott H. Miller (804) 782-3027
Food/Restaurants/Tobacco
Jeffrey F. Omohundro, CFA (804) 782-3342
L. James Borges, CFA (804) 782-3628
Katie H. Willett (804) 782-3553
R. Shane Glenn (704) 715-1376
John P. Waish (804) 782-3273

Human Capital Solutions

Mark S. Marcon CFA (804) 344-6268
Infrastructure Services

L. Cotton Swindell (443) 263-6526

David W Foertsch (443} 2636530

Speciaity Hardlines
Ralph E. Jean
Shawn S. Tesoro

(410) 625-6340
(443) 263-6521

ENERGY

Chris W. Murphy (804) 3446245

Insurance
Steven C. Huffines, CFA
Scott A. Schumann

(312) 574-5924
(312) 574-5991

Specialty Financele-Finance
Meredith A. Whitney
Douglas C. Sipkin

(212) 891-5040
(212) 891-5062

Internet/New Media
Carolyn Luther Trabuco
Allison E. Brown

Media/Entertainment
Scott B. Davis
David L. Fisch, CPA

Print Media/information Services
Asa W. Graves, CFA
Maurice C. McKenzie

(212) 891-5026
(212) 891-5045

(212) 891-5091
(212) 891-5099

(804) 782-3765
(804) 782-3696

REAL ESTATE/REITS/LODGING

HeALTH CARE
Assisted Living
Philip J. Martin (312) 5746280
Biotechnology/Life Sciences
Albert L. Rauch, PhD, CFA (312) 574-5935
Disease Management/Hospital
Management/Managed Care
Joel M. Ray, CFA (804) 782-3341
Julie B. Sydnor (804) 3446409
Heatthcare Distribution
Seth Teich, CFA (415) 2846959
James Gruettner (415) 284-6959

Healthcare Information Technology/e-Health
Christopher S. Russ (212) 891-5037
Marcus Cohen (212) 891-5041

Medical Technology/Devices
Andrew T. Jay, DMD
Jason S. Robins

(617) 757-5301
(617) 757-5302

e-Real Estate/Land

Burland B. East, CFA (619) 702-4355
Health Care
Phillip J. Martin (312) 574-6280
Retail/Lodging
Jeffrey J. Donnelly, CFA {619) 702-4356
Multifamily
Stephen C. Swett (804) 3446217
Donald Fandetti, CFA (804) 782-3611

Office and Industrial/Diversified and Specialty

Electric/Gas/Water Utilities

Thomas E. Hamlin, CFA (804) 782-3240

Mark O. Doehla (804) 344-6254
Exploration and Production

David A. Garcia. CFA (713) 346-2803

Katherine Rice (713) 346-2801

Oilfield Services/MLPs

Yves C. Siegel, CFA

James S Rhodes
Armold P. Kaufman, CPA

(212) 891-5036
(212) 891-5047
(212) 891-5032

Specialty Pharmaceuticals
Michael K. Tong, PhD (212) 891-5067
INDUSTRIAL
Aerospace & Defense
Sam J. Pearlstein (212) 891-5072
Gary S. Liebowitz (212) 891-5023
Automotive
Philip K. Fricke (212} 891-5063
Jon Rogers (212) 891-5043
Rami Hari (212) 891-5061
Industrial Growth/Construction
Robert R. Marshall (804) 782-3622
Gregory Karondi (804) 782-3392
Industrial Products and Services
Thomas J. D'Amore, CFA (312) 574-5385

Christopher P. Haley (443) 263-6773
Alice Hoey (804) 782-3442
TECHNOLOGY
Digital Marketing/Web Media
Bennett Notman, CFA (804) 344-6430

Joseph D. Hilier (804) 782-6629
Dmitry Melnick (804) 787-6823
Electronics Manufacturing Services/Supply Chain
William E. Cage, Jr. (615) 251-9256
Anton Hie (615) 251-9296

Internet/Business-to-Business

Charles J. Wittmann, CFA (804) 782-3316
Mark S. Tyler, CFA (804) 344-6258
Internet Enabling Technology
David A. Trossman, CFA {410) 625-6371
Christopher M. Gay (410) 625-6381
Internet-Professional Services
Edward S. Caso, Jr.,, CFA (443) 263-6524
Richard A. Church (443) 263-6525

Software-Internet Software
Jason Maynard
Bryan McGrath

(213) 337-2226
(213) 337-2228

Telecommunications Equipment (Data Networking
Stephen G. Koffler (212) 891-5024

Lori Franklin (212) 891-5054

Telecommunications Equipment-Wireless
Mark A. Raberts, CFA (650) 571-7285
Michael A. Whitfield (415) 284-6961

Lisa Hausner  Publishing Director  (443) 263-6522

(410) 625-6312

Lisa Howard  Director of Operations & Administration  (410) 6256380

lisa hausner@funb.com lisa.howard@funb.com
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First Union Securities, Inc., U.S. Institutional Sales Offices

7 Saint Paul Street
1st Floor, MD3608
Baitimore, MD 21202
(877) 893-5681

77 West Wacker Drive
29 Floor

Chicago, iL 60601
(800} 527-8222

901 East Byrd Street

West Tower, 34 Floor
Richmond, VA 23219
(800) 531-6801

First Union Securities, Inc.

First Union Securities, Inc.

First Union Securities, Inc.

First Union Securities, Inc.
2 International Place

20th Floor

Boston, MA 02110

(877) 238-4491

First Union Securities, Inc.

301 South College Street

One First Union Center, 8th Floor
Charlotte, NC 28288

{800) 968-3743

First Union Securities, Inc.
One Market Street
Steuart Tower, Suite 1010
San Francisco, CA 94105
(888) 243-5428

First Union Securities, Inc.
12 East 49th Street

45th Floor

New York, NY 10017
(800) 876-5670

First Union Securities, Inc.

4440 PGA Boulevard

Suite 304

Palm Beach Gardens, FL 33410
(800) 527-7856

First Union Securities, inc.
3060 Peachtree Road

1 Buckhead Plaza
Atlanta, GA 30305

(800) 515-8650

This 15 for your information cnly and is not an offer to sell, or a solicitation of an cffer to buy, the securities or instruments mentioned. The information has been obtained or derived from
sources believed by us to be reliable. but wa do not represent that it is accurate or complete. Any opinions or estimates contained in this information constitute our judgement as of this date
and are subject to change without notice. First Union Securities. inc. {‘FUSI), or #s affiiates may provide advice or may from time to time acquire, hold or sell a position in the securities
menticned herein. FUSI s a subsidiary of First Union Carporation and is a member of the NYSE, NASD and SIPC FUS! is a separate and distinct entity from its affiliated banks and thrifts.
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