UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 8-K-A
CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Date of Report (Date of earliest event reported):

March 23, 2000

USA NETWORKS, INC.

(Exact Name of Registration business as Specified in Its Charter)

Delaware 0-20570 59-2712887
(State or other Jurisdiction (Commission File (I.R.S. Employer
of incorporation) Number) Identification Number)

152 West 57th Street, New York, New York 10019
(Address, including zip code, of Principal Executive Offices)

(212) 314-7300
(Registrant's telephone number including area code)



Item 5. Other Events.

Oon January 12, 2000, USA Networks, Inc. ("USAi") entered into a
definitive agreement to acquire Precision Response Corporation ("PRC"). The
audited consolidated financial statements of PRC as of December 31, 1999 and
1998 and for each of the three years in the period ended December 31, 1999 are
filed herewith. In addition, the unaudited pro forma condensed combined
financial statements filed herewith have been prepared to give effect to the
acquisition by USAi of PRC as well as other transactions completed by USAi in
1999. The unaudited pro forma condensed combined financial statements filed
herewith are identical to the ones included in Amendment No. 1 to the
Registration Statement on Form S-4 (Registration No.: 333-30404), which
amendment was filed by USAi on March 3, 2000.

Item 7(c). Exhibits.

99.1 Audited Consolidated Financial Statements of PRC as of December 31,
1999 and 1998 and for each of the three years in the period ended
December 31, 1999.

99.2 Unaudited pro forma condensed combined financial statements at December
31, 1999 and for the year ended December 31, 1999.

99.3 Consent of PricewaterhouseCoopers LLP.

SIGNATURES

Pursuant to the requirements of the Securities and Exchange Act of
1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunder duly authorized.

Date: March 23, 2000
USA NETWORKS, INC.

By: /s/ Thomas J. Kuhn
Name: Thomas J. Kuhn
Title: Senior Vice President and
General Counsel
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99.

99.

EXHIBIT INDEX
Audited Consolidated Financial Statements of PRC as of December 31,
1999 and 1998 and for each of the three years in the period ended
December 31, 1999.

Unaudited pro forma condensed combined financial statements at December
31, 1999 and for the year ended December 31, 1999.

Consent of PricewaterhouseCoopers LLP.



Exhibit 99.1

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors and Shareholders
of Precision Response Corporation:

In our opinion, the accompanying consolidated balance sheets and the related
consolidated statements of operations, shareholders' equity and cash flows
present fairly, in all material respects, the financial position of Precision
Response Corporation and its subsidiaries at December 31, 1999 and 1998, and
the results of their operations and their cash flows for each of the three
years in the period ended December 31, 1999, in conformity with accounting
principles generally accepted in the United States. These financial
statements are the responsibility of the Company's management; our
responsibility is to express an opinion on these financial statements based
on our audits. We conducted our audits of these statements in accordance with
auditing standards generally accepted in the United States, which require
that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audits provide a
reasonable basis for the opinion expressed above.

/s/ PRICEWATERHOUSECOOPERS LLP

Miami, Florida
January 26, 2000



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE DATA)

DECEMBER 31,

1999 1998
ASSETS
Current assets:
Cash and cash eqUIVAlents ... ...ttt et e $ 2,067 $ 1,656
Accounts receivable, net of allowances of $2,411 and $8,225, in 1999 and 1998,

FESPECEAVELY Lttt e e 46,173 42,771
Income taxes receivable ... ... ...t e e e 199 215
Deferred 1NCOME £aXES ..ttt it et e 3,823 6,906
Prepaid expenses and other current assets ...........cuiiiiiiiiiniiinrnnnnnnnn 2,714 4,186

Total CUrrent ASSEES .ttt ittt e e e e 54,976 55,734
Property and equipment, net ......... .. e 88,109 71,414
Deferred 1NCOME £aXES ...ttt it e 3,713 5,516
Other @SS S .ttt it e 2,565 782

TOtALl @SS S ottt e $ 149,363 $ 133,446
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Current maturities of long-term obligations ................ 0o, $ 1,691 $ 2,510

AccoUuNts payable ... ... e e e 18,472 16,571

Restructuring accrual . ... ...t e e 1,280 3,244

Accrued compensation EXPENSES ...ttt ittt e 4,632 3,108

Other acCrued EXPENSES .ttt vttt ittt ittt et e 7,236 7,174

Customer depoSitS .ottt i i e e s 377 1,108

Total current liabilities ...t e 33,688 33,715
Long-term obligations, less current maturities ............cuiuiiiiiinnnnneeen.s 23,425 16,916
Restructuring accrual ... ...ttt e e 1,967 3,456

Total 1iabilities ..t e e 59,080 54,087
Commitments and contingencies (see Notes 7 and 15) .............ivviuivnnnnnnn -- --
Shareholders' equity:

Common stock, $0.01 par value; 100,000,000 shares authorized; 21,794,400 and

21,549,000 issued and outstanding, respectively ............... ... i 218 215
Additional paid-in capital .........iiii i e e e e 100,218 97,179
Accumulated deficit ... ... e s (9,744) (18,035)
Unearned COmMPeNnSation ... ...ttt i i e i e (409) --

Total shareholders' eqUIty .....vviiiini it e 90, 283 79,359

Total liabilities and shareholders' equity ...........iviuiiuinnrnnnnn $ 149,363 $ 133,446

The accompanying notes are an integral part of these financial statements.



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

REVENUES ottt ittt ettt e s
Operating expenses:

Cost Of Services ........iiiiiiiiiiii i
Selling, general and administrative expenses ...........
Restructuring and asset impairment charges .............

Total operating eXPenSes ..........ouiuveenrnnnnnneens

Operating income (lOSS) ......iiviiiiiiiinnnnn..
Other income (expense):

Interest 1NCOME . ...ttt ittt it

Interest eXPense ...........uiiiiin i

Income (loss) before income tax provision (benefit)
Income tax provision (benefit) ............... ... ...

Net income (L10SS) uviivviinii ittt
Net income (loss) per common share:

BASIC vttt e s

Diluted vttt e e s
Weighted average number of common shares outstanding:

BASIC vttt e e

Diluted ...t e

The accompanying notes are an integral part of these

FOR THE YEAR

ENDED DECEMBER 31,

1999 1998
$ 215,920 $ 175,173
177,668 153, 638
23,249 23,290

- 13,583
200,917 190,511
15,003 (15, 338)

74 261
(1,195) (1,050)
13,882 (16,127)
5,591 (5,938)

$ 8,201 $ (10,189)
$ 0.38 $  (0.47)
$ 0.37 $  (0.47)
21,587 21,548
22,445 21,548

financial statements.

128,177
25,874
11,591




PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(IN THOUSANDS)

COMMON STOCK ADDITIONAL RETAINED
————————————————————— PAID-IN EARNINGS UNEARNED
SHARES AMOUNT CAPITAL (DEFICIT) COMPENSATION TOTAL
Balance at December 31, 1996 .......... 20,000 $ 200 $ 47,808 $ 5,394 $ (452) $ 52,950
Net 10SS vttt -- -- -- (13,066) -- (13,066)
Payment of dividend ................. -- -- -- (174) -- (174)
Issuance of common stock ............ 1,500 15 49,149 -- -- 49,164
Exercise of employee stock options .. 42 -- 222 -- -- 222
Amortization of unearned compensation -- -- -- -- 344 344
Balance at December 31, 1997 .......... 21,542 215 97,179 (7,846) (108) 89, 440
Net 10SS . ivviiiiiii -- -- -- (10,189) -- (10,189)
Exercise of employee stock options .. 7 -- -- -- -- --
Amortization of unearned compensation -- -- -- -- 108 108
Balance at December 31, 1998 .......... 21,549 215 97,179 (18, 035) -- 79,359
Net InCOme ...... ittt -- -- -- 8,291 -- 8,291
Stock option grants ................. -- -- 486 -- (486) --
Exercise of employee stock options .. 246 3 1,862 -- -- 1,865
Tax effect on exercise of employee
stock options ........... ..o -- -- 691 -- -- 691
Amortization of unearned compensation -- -- -- -- 77 77
Balance at December 31, 1999 ........ 21,795 $ 218 $100, 218 $ (9,744) $ (409) $ 90,283

The accompanying notes are an integral part of these financial statements.



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

FOR THE YEAR ENDED DECEMBER 31,

1999 1998 1997
OPERATING ACTIVITIES:
Net ANCOME (L10SS) urettttiiie ettt ittt ennas $ 8,201 $(10,189) (13,066)
Adjustments to reconcile net income (loss) to net cash
provided by (used in) operating activities:
Depreciation and amortization ...............c i, 15, 440 12,822 11,506
Provision for bad debts and sales allowances ......... 2,393 14,534 5,895
Amortization of unearned compensation ................ 77 108 344
Restructuring and asset impairment charges ........... -- 6,458 6,832
Other asset write-offs ......... ..o, -- 5,392 --
Deferred income taxes .........c.uiiiiiniinnnniaas 5,577 (6,037) (4,905)
Changes in operating assets and liabilities, excluding
effects of acquisition:
Accounts receivable ........... i e (5,795) (30,165) (7,205)
Income taxes receivable ........... ... 16 6,755 (6,970)
Prepaid expenses and other current assets ............ 1,472 (448) (4,048)
Other assets ... ...t i i i e i (143) (247) 787
Accounts payable ........ .. 1,901 3,549 (3,761)
Restructuring accrual ............c ot (3,453) 4,497 2,863
Accrued compensation expenses .............iiiuiiiaaan 1,524 (1,993) 1,023
Income taxes payable ............. i -- -- (3,297)
Other accrued eXpenses ...........iviiiiinnrninnnneanns 62 815 3,748
Customer deposSits ...t s (731) (2,846) 1,534
Net cash provided by (used in) operating activities 26,631 3,005 (8,720)
INVESTING ACTIVITIES:
Purchases of property and equipment ..................... (32,135) (24,883) (34,251)
Investment in unconsolidated affiliate .................. (1,640) -- --
Cash acquired in acquisition, net of cash paid .......... -- -- 192
Net cash used in investing activities ............. (33,775) (24,883) (34,059)
FINANCING ACTIVITIES:
Net proceeds from revolving credit loan ................. 8,000 11, 000 --
Payments on long-term obligations ..................0..unn (2,310) (2,546) (2,615)
Proceeds from long-term obligations ..................... -- 4,000 --
Net proceeds from issuance of common stock .............. -- -- 49,386
Dividend paid ......... ..t e s -- -- (174)
Proceeds from exercise of stock options ................. 1,865 -- --
Net cash provided by financing activities ......... 7,555 12,454 46,597
Net increase (decrease) in cash and cash equivalents ....... 411 (9,424) 3,818
Cash and cash equivalents at beginning of year ............. 1,656 11,080 7,262
Cash and cash equivalents at end of year ................... $ 2,067 $ 1,656 $ 11,080
Supplemental cash flow information:
Cash paid for interest, including capital leases, net of
amounts capitalized ......... oot $ 893 $ 724
Cash paid for income taxes .........oviiniinnrrrrnnnnnns $ 215 $ 3,330
Supplemental schedule of non-cash investing
and financing activities:
Installment loans and capital lease obligations ..... $ $ -- $ 1,687

The accompanying notes are an integral part of these financial statements.



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES
NATURE OF OPERATIONS

Precision Response Corporation and subsidiaries (the "Company") is a
full-service provider of outsourced customer care, utilizing a fully-integrated
mix of traditional call center and e-commerce customer care solutions and
services, to large corporations and high-growth Internet-focused companies.
Through the integration of its teleservicing, e-commerce customer care services,
information technology, which includes database marketing and management, and
fulfillment capabilities, the Company is able to offer a total customer
relationship solution to meet its clients' needs.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of the
Company and all wholly-owned subsidiaries. All significant intercompany balances
and transactions have been eliminated in consolidation.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Such estimates consist primarily of the allowance for doubtful
accounts and sales allowances, the valuation allowance on net deferred tax
assets, the useful lives of property and equipment, and accrued expenses. Actual
results could differ from those estimates.

CASH AND CASH EQUIVALENTS

Highly liquid investments with a maturity of three months or less on
their acquisition date are considered cash equivalents. The Company places its
temporary cash investments with high credit quality financial institutions. At
times, such investments may be in excess of the federally-insured limits.

PROPERTY AND EQUIPMENT

Property and equipment, including expenditures for major improvements,
is stated at cost less accumulated depreciation and amortization. Repairs and
maintenance are expensed as incurred. Depreciation and amortization is
determined using the straight-line method over the estimated useful lives of the
respective assets or, in relation to leasehold improvements and property under
capital leases, over the lesser of the asset's estimated useful life or the
lease term (see Note 5 - Property and Equipment).

Upon the sale, retirement or other disposition of assets, the related
cost and accumulated depreciation or amortization is eliminated from the
accounts. Any resulting gains or losses from disposals are included in the
Consolidated Statements of Operations.

LONG-LIVED ASSETS



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Company evaluates long-lived assets for impairment whenever events
or changes in circumstances indicate that the carrying amount of an asset may
not be recoverable in accordance with Statement of Financial Accounting
Standards No. 121, ACCOUNTING FOR THE IMPAIRMENT OF LONG-LIVED ASSETS AND FOR
LONG-LIVED ASSETS TO BE DISPOSED OF (see Note 3 - Restructuring and Other
Non-Recurring Special Charges).

CAPITALIZED INTEREST

The Company capitalizes certain interest costs recognized on borrowings
as part of the historical cost of acquiring or producing certain assets in
accordance with Statement of Financial Accounting Standards No. 34,
CAPITALIZATION OF INTEREST COST. The amount capitalized is an allocation of the
interest cost incurred during the period required to complete the asset. During
1999 and 1998, certain borrowings under the Company's revolving credit facility
(see Note 6- Credit Facilities and Long-Term Debt) were used to partially fund
the Company's PRISM Project (see Note 5- Property and Equipment) and other
internally developed or modified software, and the resulting interest costs
incurred have been capitalized. Total interest cost incurred during 1999 was
$1.8 million, of which $1.2 million was expensed and is included in the
accompanying 1999 Consolidated Statements of Operations, and the remaining $0.6
million was capitalized and is included in Property and equipment, net in the
accompanying Consolidated Balance Sheets. Total interest cost incurred during
1998 was $1.3 million, of which $1.1 million was expensed and is included in the
accompanying 1998 Consolidated Statements of Operations, and the remaining $0.2
million was capitalized and is included in Property and equipment, net in the
accompanying Consolidated Balance Sheets. As each module of the PRISM Project
became operational or as other internally developed or modified software is
available for use, all associated capitalized costs, including capitalized
interest, is, or will begin to be, amortized on a straight-line basis over the
module's or software's estimated useful life.

REVENUE RECOGNITION

The Company recognizes revenues as services are performed.
Teleservicing charges are primarily based on a fixed hourly fee for dedicated
service. Internet customer care and electronic message servicing are based on
hourly rates and on a transaction basis, respectively, or a combination of
charges thereof. Beginning in the third quarter of 1997, the Company also
generated teleservicing revenues under incentive-based compensation agreements
whereby the amount of revenue earned correlates to the achievement of
established targets. The Company exited the incentive-based teleservicing
program during 1998. Charges for database marketing and management services are
based on an hourly rate or on the volume of information stored. Charges for
fulfillment services are typically assessed on a transaction basis, with an
additional charge for warehousing products for customers.

Revenues earned from the transfers of software by the Company are
generally recognized when the software has been shipped, payment is due within
one year, collectibility is probable and there are no significant obligations
remaining. No such revenues were recognized in 1999 or 1998.

SOFTWARE DEVELOPMENT COSTS

The Company capitalized costs related to the development of certain
software products integral to the Company's teleservicing programs and recent
business process reengineering, which were either for internal use or with an
objective of being marketed externally. Capitalized software development costs
were reported at the lower of unamortized cost or net realizable value based
upon future use on a product-by-product basis. In accordance with Statement of
Financial Accounting Standards No. 86,



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ACCOUNTING FOR THE COSTS OF COMPUTER SOFTWARE TO BE SOLD, LEASED, OR OTHERWISE
MARKETED, ("SFAS No. 86") capitalization of these software development costs
began when technological feasibility had been established and ended when the
product was available for general use in the Company's teleservicing programs.
The establishment of technological feasibility and the ongoing assessment of
recoverability of capitalized software development costs require considerable
judgment by management with respect to certain external factors, including, but
not limited to, anticipated future demands of teleservicing programs, estimated
economic life and changes in software and hardware technologies.

Commencing upon initial product release, capitalized software costs
were amortized on an individual product basis using the straight-line method
over the estimated economic life of the product or three years. The amount of
externally marketed software development costs capitalized in 1997 was
$1,660,000. No software development costs were incurred during 1999 or 1998 in
accordance with the provisions of SFAS No. 86. Amortization expense related to
externally marketed software development costs was $744,000 and $1,368,000 in
1998 and 1997, respectively. No amortization expense related to externally
marketed software development costs was recorded in 1999. In conjunction with
the Company's restructuring plan during the third quarter of 1998, the remaining
unamortized balance of software development costs in the amount of $1,243,000
was written off (see Note 3 - Restructuring and Other Non-Recurring Special
Charges).

In accordance with Statement of Position 98-1, ACCOUNTING FOR THE COSTS
OF COMPUTER SOFTWARE DEVELOPED OR OBTAINED FOR INTERNAL USE ("SOP 98-1"), the
Company capitalizes acquired and internally developed or modified software
solely to meet the Company's internal needs integral to the Company's
teleservicing or Internet-based programs. The Company capitalizes certain
internal and external costs directly associated with developing or modifying the
internal use software, which begins with the application development stage and
ends when the project is substantially complete and ready for its intended use.
The amount of costs capitalized in 1999 and 1998 relating to internal use
software in process was $3.1 million and $4.9 million, respectively, consisting
principally of software purchased from external vendors, and is included in
Property and equipment, net in the accompanying Consolidated Balance Sheets. In
addition, $10.1 million of software developed or modified for internal purposes
was available for use as of December 31, 1999 and is included in Property and
equipment, net in the accompanying Consolidated Balance Sheets (see Note 5-
Property and Equipment). As of December 31, 1998, no internal use software
development projects were ready for their intended uses with the exception of
the PRISM Project which is discussed in the following paragraph. The
establishment of technological feasibility and the ongoing assessment of
recoverability of capitalized software development costs require considerable
judgment by management with respect to certain external factors, including, but
not limited to, anticipated future teleservicing program or Internet-based
program demand, estimated economic life and changes in software and hardware
technologies.

In addition, in accordance with Emerging Issues Task Force 97-13,
Accounting for Costs Incurred in Connection with a Consulting Contract or an
Internal Project That Combines Business Process Reengineering and Information
Technology Transformation, and the provisions of SOP 98-1, the Company
capitalized certain costs incurred in the enhancement of internal financial and
operating systems associated with its initiative to implement an Enterprise
Resource Planning solution, which the Company designated the PRISM Project.
Capitalized costs incurred on the PRISM Project, consisting principally of
software purchased from Oracle Corporation, outside consultant fees and, to a
lesser extent, payroll and payroll-related costs for employees directly
associated with the PRISM Project, were $12.8 million and $8.6 million as of
December 31, 1999 and 1998, respectively, and are included in Property and
equipment, net in the accompanying Consolidated Balance Sheets (see Note 5-
Property and Equipment). The PRISM Project has been implemented in phases with
certain systems or modules becoming functional at different



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

points in the project timeframe. As each module of the PRISM Project was
implemented, all associated capitalized costs began to be amortized on a
straight-line basis over the module's estimated useful life. As of December 31,
1999, all modules of the PRISM Project had been placed in service. Amortization
expense relating to the modules placed in service was approximately $1.3 million
and $100,000 in 1999 and 1998, respectively.

STOCK-BASED COMPENSATION

Statement of Financial Accounting Standards No. 123, ACCOUNTING FOR
STOCK-BASED COMPENSATION, ("SFAS No. 123") encourages, but does not require,
companies to record compensation cost for stock-based employee compensation
plans at fair value. The Company has chosen to continue to account for
stock-based compensation using the intrinsic value method prescribed in
Accounting Principles Board Opinion No. 25, ACCOUNTING FOR STOCK ISSUED TO
EMPLOYEES. Accordingly, compensation expense for qualified and non-qualified
stock options granted under the Company's stock option plans is generally
measured as the difference between the quoted market price of the Company's
stock at the date of grant and the amount an employee must pay to acquire the
stock. For options granted to other than employees in exchange for goods or
services, compensation cost is measured at fair value in accordance with SFAS
123 (see Note 12- Stock-Based Compensation Plans).

ADVERTISING EXPENSES

Advertising expenses are charged to operations as incurred. During
1999, 1998 and 1997, advertising expenses were $477,000, $418,000 and $341, 000,
respectively.

INCOME TAXES

The Company provides for deferred income taxes under the asset and
liability method for financial accounting and reporting for income taxes.
Deferred tax assets and liabilities are determined based on the differences
between the financial statements carrying amounts and the tax bases of existing
assets and liabilities using the enacted statutory tax rates in effect for the
year in which the differences are expected to reverse.

EARNINGS PER COMMON SHARE

During 1997, the Company adopted Statement of Financial Accounting
Standards No. 128, EARNINGS PER SHARE ("SFAS No. 128"), which supersedes
Accounting Principles Board Opinion No. 15, EARNINGS PER SHARE. Basic earnings
per common share calculations are determined by dividing earnings available to
common shareholders by the weighted average number of shares of common stock
outstanding during the year. Diluted earnings per common share calculations are
determined by dividing earnings available to common shareholders by the weighted
average number of shares of common stock and dilutive common stock equivalents
outstanding during the year (all related to outstanding stock options discussed
in Note 12- Stock-Based Compensation Plans).

2. PUBLIC OFFERINGS

Effective January 29, 1997 (the actual closing date was February 4,
1997), the Company and certain selling shareholders completed a second equity
offering of 4,740,000 shares of common stock at an offering price of $35.125 per
share (the "Second Equity Offering"). Of the 4,740,000 shares, 1,500,000 shares
were sold by the Company. Net proceeds to the Company from the Second Equity



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

offering in the amount of $49.2 million, after deducting $3.5 million in costs
associated with the offering, have been used for call center expansion, other
capital expenditures necessary to support the Company's growth, working capital
and other general corporate purposes.

3. RESTRUCTURING AND OTHER NON-RECURRING SPECIAL CHARGES

During the third quarter of 1998, the Company performed an extensive
review of its operations and existing available workstation capacity. Such
review focused on determining the needed workstation capacity appropriate and
desirable in light of several factors. These factors included the requirements
for servicing the Company's current, recently attained, and anticipated new
clients; the Company's less than satisfactory operating results relative to a
large incentive-based, outbound teleservices program; and, the Company's
inability to recruit, train and maintain an employee base relative to available
workstations in certain strained labor markets without paying premium wage rates
not able to be supported by the operating margins being generated.

As a result of this review, the Company initiated a restructuring and
performance enhancing initiatives plan, which centered on exiting the
incentive-based outbound teleservicing program, consolidating and making
adjustments to certain call centers' workstation capacity and replacing certain
existing software programs utilized in its call center operations with new
customer interaction software reflective of advances in customer care
technology. In connection with the Company's decision to exit the
incentive-based outbound teleservicing program and to make call center capacity
adjustments, certain reductions in overhead and administrative headcount were
also made resulting in the termination of nine employees.

In adopting this plan, the Company recorded restructuring and other
non-recurring special charges of $22.1 million before taxes with an after-tax
impact of $13.8 million. This pre-tax amount is allocated as follows in the
Consolidated Statements of Operations for the year ended December 31, 1998:
$13.6 million to Restructuring and asset impairment charges (as further
described in the next paragraph); $2.3 million to Cost of services (of which
$700,000 represents cash items and $1.6 million represents non-cash items)
related principally to the write-off of teleservicing software that the Company
decided to replace with new customer interaction software reflective of advances
in customer care technology; and $6.2 million to Selling, general and
administrative expenses (of which $2.1 million represents cash items and $4.1
million represents non-cash items) principally for asset impairments of $4.1
million related to the plan to exit an incentive-based outbound teleservicing
program, $1.5 million related to increases in the provisions for certain accrued
liabilities, and $600,000 related to severance and other employee costs incurred
during the development of the performance enhancing initiatives plan. Of the
total $8.5 million in Cost of services and Selling, general and administrative
expenses described above, approximately $704,000 and $1.0 million was accrued at
December 31, 1999 and 1998, respectively, and is included in Other accrued
expenses in the accompanying Consolidated Balance Sheets.

Amounts included in Restructuring and asset impairment charges in the
Consolidated Statements of Operations for the year ended December 31, 1998
include cash items such as severance and other employee-related costs of $1.0
million and lease and other facility exit costs associated with the reduction of
workstation capacity of $6.1 million. Of the total $7.1 million, approximately
$3.2 million and $6.2 million is accrued as of December 31, 1999 and 1998,
respectively, as part of the restructuring accrual. Non-cash restructuring and
asset impairment charges of $6.5 million are primarily related to the write-off
of leasehold improvements and telephone and computer equipment associated with
the reduction in workstation capacity.



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As of December 31, 1999, the Company had substantially completed its
restructuring and performance enhancing initiatives. During the fourth quarter
of 1998, the Company's exit of the incentive-based outbound teleservicing
program was completed and during the first quarter of 1999, the Company
completed its termination of certain designated employees. As of the end of the
fourth quarter of 1999, the Company had relocated all of the ongoing
teleservicing programs from one center and maintained reduced workstation
capacity in another center. Additionally, the Company implemented new customer
interaction software reflective of advances in customer care technology.

During the third quarter of 1997, the Company initiated an extensive
and systematic review of its operations and cost structure in response to
inefficiencies primarily resulting from the addition of capacity and
infrastructure to accommodate a contract for its largest client that had been
delayed indefinitely and an across-the-board price reduction imposed by this
client. The review of the Company's operations focused primarily on operational
and organization structures and systems, client profitability and facilities
rationalization.

As a result of this review, the Company announced a major restructuring
and cost reduction plan designed to reduce its cost structure and adjust its
infrastructure to significantly improve operating efficiencies and performance
as the Company sought to shift its customer base to a more diversified
portfolio. The Company initiated a plan to consolidate three administrative
locations into unused space in an existing facility, to reduce overhead and
administrative headcount by 10%, to consolidate and reorganize various
functional departments and to integrate and enhance its financial and operating
systems. The headcount reductions resulted in the termination of approximately
150 employees primarily in the areas of teleservicing, information services and
administration. Payment of substantially all termination benefits took place
during the fourth quarter of 1997 during which time actual employee terminations
occurred.

In adopting this plan, the Company recorded a non-recurring special
charge of $26.2 million before taxes with an after-tax impact of $15.7 million.
This amount is allocated as follows in the Consolidated Statements of Operations
for the year ended December 31, 1997: $11.6 million to Restructuring and asset
impairment charges (as further described in the next paragraph); $7.8 million to
Cost of services (of which $6.6 million represented cash items and $1.2 million
represented non-cash items) related principally to significant,
non-capitalizable start-up and other costs incurred in expanding and improving
the Company's ability to provide certain types of teleservicing and fulfillment
services which it had previously been providing only on a limited basis (these
costs primarily related to development of systems applications and training
modules as well as actual employee training); and $6.8 million to Selling,
general and administrative expenses (of which $6.7 million represented cash
items and $100,000 represented non-cash items) principally for non-recurring
operating expenses including $4.8 million of costs associated with the
development of the Company's restructuring and cost reduction initiatives,
increases in the provisions for certain accrued liabilities totaling $1.9
million and various balance sheet write-offs totaling $100,000. As of December
31, 1999, all accruals relating to Cost of services and Selling, general and
administrative expenses described above were fully utilized.

Amounts included in Restructuring and asset impairment charges in the
Consolidated Statements of Operations for the year ended December 31, 1997
include cash items such as severance and other employee costs of $2.1 million
and lease obligations and other exit costs associated with the consolidation of
three administrative locations into an existing facility and the closing of one
small, unused call center of $2.6 million. Non-cash restructuring and asset
impairment charges of $6.9 million are primarily related to the write-off of
leasehold improvements associated with the administrative facility consolidation
and closing along with the cost to fully amortize redundant systems that are not
deemed recoverable in light of the aforementioned changes with the Company's
largest client. At
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December 31, 1999, $57,000 is included in Restructuring accrual in the
Consolidated Balance Sheets, relating to facility consolidation costs associated
with the 1997 restructuring plan.

The Company initiated the restructuring and cost savings initiatives
during the third quarter of 1997 and during the fourth quarter of 1997 and
during 1998, the Company terminated designated employees and reorganized its
operational and administrative management structure in connection with the
restructuring and cost savings plan. The Company also completed the relocation
and consolidation of administrative office space into unused space at an
existing facility. Additionally, the Company continued its attempts to divest
unused facilities. This included termination in February 1998, of a lease for an
unused facility whose landlord is a corporation that is wholly owned by the
Company's Chairman of the Board. In consideration of a termination payment of
approximately $82,000, the landlord relieved the Company of its future lease
commitments totaling approximately $161,000. The Company believes that the
amount of the termination payment was no less favorable to it than could have
been negotiated from an unaffiliated party. The Company's implementation
throughout 1998 was substantially completed prior to the Company's initiation of
additional restructuring and performance enhancing initiatives described above.

The following table sets forth the details and the cumulative activity
in the restructuring accrual during the year ended December 31, 1999 (in
thousands):

ACCRUAL ACCRUAL
BALANCE AT BALANCE AT
DECEMBER 31, 1998 EXPENDITURES DECEMBER 31, 1999

Severance and other employee costs ...... $ 697 $ (697) $ --

Closure and consolidation of facilities

and related exit costs ............. ... 6,003 (2,756) 3,247
Total restructuring accrual .......... 6,700 $ (3,453) 3,247
Less current portion ................. (3,244) (1,280)
Total restructuring accrual, long-term $ 3,456 $ 1,967

4. INVESTMENT IN UNCONSOLIDATED AFFILIATE

On June 15, 1999, the Company acquired 6,000,000 shares of common stock
of Global Reservation Systems, Inc. ("GRS"), currently representing an
approximate 16% ownership interest in GRS's successor (see below), for an
aggregate cost of $1.6 million. GRS (and its successor), a California
corporation, specializes in developing Internet-based travel products and
service systems. This equity investment in GRS has been accounted for using the
cost method and is included in Other assets in the accompanying Consolidated
Balance Sheet as of December 31, 1999.

In conjunction with this transaction, the Company also was issued a
warrant to purchase an aggregate of 3,000,000 shares of GRS common stock at an
exercise price equivalent to the lesser of (i) the lowest per share price of any
sales or issuances of GRS common stock (other than the sales or issuances
related to outstanding GRS options to purchase 6,065,391 shares or an additional
2,900,000 shares reserved by GRS for future issuances of options) that take
place up to the time of exercise or (ii) $0.85 per share, which exercise price
currently is $0.60 per share. The exercise price and/or number of shares
issuable upon exercising the warrant will be proportionately adjusted if
effected after any future



PRECISION RESPONSE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

stock dividends, stock splits, combinations of stocks or issuance of stock in a
reclassification as defined in the agreement. The right to exercise the warrant,
in whole or in part, expires on June 15, 2002. In addition, the Company's
decision to exercise this warrant currently would require the consent of the
lender on its revolving credit facility and existing mortgage loan (see Note 6

- -- Credit Facilities and Long-Term Debt).

In January 2000, GRS reorganized itself by transferring all of its
assets and substantially all of its liabilities to a newly-formed California
corporation which retained the Global Reservation Systems name. All existing
shareholders, including the Company, retained the same relative interests in
this new corporation as they had in the predecessor corporation.

5. PROPERTY AND EQUIPMENT

Property and equipment is comprised of both owned property and property
under capital leases, the details of which are set forth below (in thousands):

DECEMBER 31, 1999

DECEMBER 31, 1998

OWNED LEASED TOTAL OWNED LEASED
Land ... $ 1,057 $ -- $ 1,057 $ 1,057 $ --
Buildings and improvements .... 5,140 -- 5,140 4,878 --
Telecommunications equipment
and software ............... 25,681 4,406 30,087 20,946 4,432
Computer equipment and software 63,538 5,429 68,967 33,768 5,523
Leasehold improvements ........ 14,064 -- 14,064 11,167 --
Furniture and fixtures ........ 8,683 242 8,925 8,044 242
Vehicles ........ciiiiiiinninnns 111 -- 111 111 --
118,274 10,077 128,351 79,971 10,197
Development in process ........ 5,360 -- 5,360 11,408 --
123,634 10,077 133,711 91,379 10,197
Less: accumulated depreciation
and amortization ........... (39,640) (5,962) (45,602) (25,943) (4,219)

$ 83,994 $ 4,115 $ 88,109 $ 65,436 $ 5,978

101,576

(30,162)

$ 71,414

* The lesser of the asset's estimated useful life or the lease term (see also
Note 7- Lease Commitments).

Depreciation and amortization expense amounted to $15, 440,000,
$12,078,000 and $10,138,000 for 1999, 1998 and 1997, respectively.

As discussed in Note 1 - Operations and Significant Accounting
Policies, the Company capitalizes certain costs in connection with its PRISM
Project and software developed or modified for internal purposes, which will be
amortized when the project modules are implemented or software is available for
use. As of December 31, 1999, all modules of the PRISM Project had been placed
in service and are included within Computer equipment and software in the above
table in the amount of $12.8 million. Also included within Computer equipment
and software in the above table is $10.1 million of software developed or
modified for internal purposes, including IMA Advantage/Edge, that was available
for use as of December 31, 1999. Additionally, as of December 31, 1999, $3.1
million of internal use software in process, including the Company's Advanced
Communications Network project, is included within Development in process in the
above table.

ESTIMATED
USEFUL
LIVES
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During 1998, the Company acquired a property (land and existing
building) in Sunrise, Florida. See also Note 6- Credit Facilities and Long-Term
Debt below. The building and related building improvements of $5.1 million as of
December 31, 1999 were not depreciated in 1999 or 1998 due to the fact that the
building was not occupied or utilized during this time. The property, beginning
in January 2000, is occupied and being utilized as a new customer interaction
center.

6. CREDIT FACILITIES AND LONG-TERM DEBT

Oon March 2, 1998, the Company entered into a three-year, $25.0 million
revolving credit facility, replacing its then existing $15.0 million revolving
credit facility. Effective June 30, 1999, the $25.0 million revolving credit
facility was amended to increase the amount available under the credit facility
to $35.0 million through January 31, 2000. The $25.0 million revolving credit
facility was further amended effective December 31, 1999 (the "Credit Facility")
to extend the $35.0 million amount available through February 29, 2000. In
addition, the amount available under the Credit Facility will be increased to
$50.0 million for the period of time between March 1, 2000 and June 30, 2000,
subject to certain limitations, as described below, and satisfactory completion
of the lender's audit of the Company's books and records and operations.
Effective as of July 1, 2000, the amount available under the Credit Facility
reverts back to $25.0 million. The December 31, 1999 amendment also extended the
maturity date of the Credit Facility to June 30, 2001. In accordance with the
terms of the amendment effective December 31, 1999, the Company paid the lender
on its Credit Facility a modification fee in the amount of $200,000 in January
2000, which will be amortized over the remaining life of the Credit Facility.
The terms of the amendment also require the Company to pay the lender on its
Credit Facility an additional fee in the amount of $250,000 on July 1, 2000, in
the event that USA Networks, Inc. has not completed its acquisition of the
Company by June 30, 2000. See Note 17 - Subsequent Event for a further
discussion of USA Network Inc.'s acquisition of the Company.

The Credit Facility is collateralized by all of the Company's owned and
hereafter acquired assets. The Company may borrow up to 80% of eligible accounts
receivable. The Credit Facility accrues interest at the Company's option at (i)
the greater of the prime rate or the Federal funds rate plus 0.50% or (ii) the
LIBOR rate plus a specified percentage (1.25% to 1.75%) based upon the ratio of
funded debt to earnings before interest, taxes, depreciation and amortization
("EBITDA"). Prior to December 31, 1999, the Company paid a fee of between
0.1875% and 0.25% per annum on unused commitments under the Credit Facility
based upon the ratio of funded debt to EBITDA, of which the rate was 0.1875% per
annum at December 31, 1999. Effective December 31, 1999, the future fee on
unused commitments was increased to between 0.25% and 0.375% per annum. The
Company is required, under the terms of the Credit Facility, to maintain certain
financial covenants and ratios, including minimum tangible net worth and funded
debt to EBITDA and funded debt to capitalization ratios, to limit capital
expenditures and additional indebtedness and is restricted, among other things,
with respect to the declaration and payment of dividends, redemptions,
investments and acquisitions. At December 31, 1999, the outstanding balance of
the Credit Facility was $19.0 million ($5.0 million at 8.50% per annum, $5.2
million at 7.48% per annum, $4.0 million at 7.73% per annum, $2.5 million at
7.46% per annum and $2.3 million at 7.32% per annum) and is included in
Long-term obligations, less current maturities in the accompanying Consolidated
Balance Sheets. At December 31, 1999, the available balance under the terms of
the Credit Facility was $15.2 million. As of December 31, 1999, the Company was
in compliance with all financial debt covenants.

The Company also has secured a mortgage, as amended effective December
31, 1999, with the lender on its Credit Facility in connection with the
acquisition of a property (land and existing building) located in Sunrise,
Florida, which in January 2000 was opened as a customer interaction center by
the
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Company. The mortgage loan is for $5.1 million, of which $4.0 million was
advanced at closing in 1998. The remaining $1.1 million available under the loan
is subject to the Company's completion of interior improvements to the property
by March 2, 2000. The amended mortgage note accrues interest payable quarterly
at the LIBOR rate plus 1.50% per annum, of which the interest rate was 7.33% per
annum at December 31, 1999. Principal payments are due quarterly, commencing on
January 31, 2000, based upon a 20-year amortization schedule, with a balloon
payment due at maturity on June 1, 2005. The amended mortgage loan is
cross-defaulted with and has terms substantially similar to the Credit Facility.

Effective May 1997, the Company entered into a ten-year agreement to
lease its operating facility located in Jacksonville, Florida. The terms of the
lease included a construction allowance payment of approximately $1.0 million
made by the lessor to the Company on commencement of the lease and in return the
Company was obligated to make improvements to the facility. The lease agreement
also specifies that if the Company terminates the lease agreement prior to its
full term, it is required to refund the lessor the $1.0 million on a pro-rata
basis. In connection with the restructuring plan adopted in the third quarter of
1998 (see Note 3 - Restructuring and Other Non-Recurring Special Charges), the
Company reconfigured the workstation capacity and utilized space of the
Jacksonville facility during 1999 and, therefore, will terminate the
Jacksonville lease agreement at the lease option date in May 2002, which will
represent only five years of the specified ten year lease term. As such, the
Company will be obligated to refund the lessor 50% of the $1.0 million
construction allowance, or $500,000, upon termination of the lease. The $500,000
was accrued at December 31, 1999 and is included in Long-term obligations, less
current maturities in the accompanying Consolidated Balance Sheets.

Long-term obligations as of December 31, 1999 and 1998 consisted of the
following (in thousands):

1999 1998
Credit FACIlity ...v'v'eiiirininneeerennnnnnnn. $19, 000 $11, 000
Mortgage 1oan .........iiiiiiii i 4,000 4,000
Capital lease obligations .................... 1,616 3,926
Other long-term obligations .................. 500 500

25,116 19, 426
Less: current maturities .............c.0vinnn 1,691 2,510
Long-term obligations, less current maturities $23, 425 $16,916

Based on the borrowing rates available to the Company for debt with
similar terms and average maturities, the fair value of the Company's debt
approximates carrying value.

7. LEASE COMMITMENTS

The Company's operations are conducted in leased facilities which have
initial terms generally ranging from two to ten years. The leases for these
facilities would generally expire between 2004 and 2022 assuming the Company's
exercise of all renewal options. However, as a result of the 1998 restructuring
plan and continual assessment of the capacity requirements in Jacksonville and
Margate-Coconut Creek, the Compa