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IAC/InterActiveCorp Investor Conference Call (12/19/06) 
Supplemental Information 

 

 During this investor conference call, IAC management discussed certain of its expectations for trends 
in 2007, including expected trends for Operating Income Before Amortization, Adjusted EPS and Free 
Cash Flow.   Given the variability and difficulty in predicting certain items for 2007, including 
amortization of intangibles and certain other non-cash items, interest rates, tax rates, one-time items and 
purchases of stock under our previously announced buyback plan, we are unable to provide trend 
information for the comparable GAAP measures.  However, in an attempt to compensate for the limitations 
of the non-GAAP trend information discussed during this call, we have provided our definitions of non-
GAAP measures below.  Additional information concerning our non-GAAP measures and principles of 
financial reporting can be found in our annual and quarterly reports filed with the SEC, as well as in our 
earnings releases, all of which are posted on our website. 

Definitions of Non-GAAP Measures 

Operating Income Before Amortization is defined as operating income excluding, if applicable: (1) 
non-cash compensation expense and amortization of non-cash marketing, (2) amortization of intangibles 
and goodwill impairment, (3) pro forma adjustments for significant acquisitions, and (4) one-time items. 
 We believe this measure is useful to investors because it represents the consolidated operating results from 
IAC’s segments, taking into account depreciation, which we believe is an ongoing cost of doing business, 
but excluding the effects of any other non-cash expenses. Operating Income Before Amortization has 
certain limitations in that it does not take into account the impact to IAC’s statement of operations of 
certain expenses, including non-cash compensation, non-cash marketing, and acquisition-related 
accounting. 

Adjusted Net Income generally captures all items on the statement of operations that have been, or 
ultimately will be, settled in cash and is defined as net income available to common shareholders 
excluding, net of tax effects and minority interest, (1) non-cash compensation expense and amortization of 
non-cash marketing, (2) amortization of intangibles and goodwill impairment, if applicable, (3) pro forma 
adjustments for significant acquisitions, if applicable, (4) equity income or loss from IAC’s 5.44% interest 
in VUE and gain on the sale of IAC’s interest in VUE, (5) non-cash income or expense reflecting changes 
in the fair value of the derivatives created in the Expedia spin-off as a result of both IAC and Expedia 
shares being issuable upon the conversion of the Ask Convertible Notes and the exercise of certain IAC 
warrants, (6) one-time items, if applicable and (7) discontinued operations.  We believe Adjusted Net 
Income is useful to investors because it represents IAC’s consolidated results, taking into account 
depreciation, which we believe is an ongoing cost of doing business, as well as other charges which are not 
allocated to the operating businesses such as interest expense, taxes and minority interest, but excluding the 
effects of any other non-cash expenses. 

Adjusted EPS is defined as Adjusted Net Income divided by weighted fully diluted shares outstanding 
for Adjusted EPS purposes.  We include dilution from options and warrants per the treasury stock method 
and include all restricted shares and restricted stock units (“RSUs”) in shares outstanding for Adjusted EPS. 
 This differs from the GAAP method for including RSUs, which treats them on a treasury method basis.  In 
addition, convertible instruments are assumed to be converted in determining shares outstanding for 
Adjusted EPS, if the effect is dilutive.  Shares outstanding for Adjusted EPS purposes are therefore higher 
than shares outstanding for GAAP EPS purposes.  We believe Adjusted EPS is useful to investors because 
it represents, on a per share basis, IAC’s consolidated results, taking into account depreciation, which we 
believe is an ongoing cost of doing business, as well as other charges which are not allocated to the 
operating businesses such as interest expense, taxes and minority interest, but excluding the effects of any 
other non-cash expenses.  Adjusted Net Income and Adjusted EPS have the same limitations as Operating 
Income Before Amortization, and in addition Adjusted Net Income and Adjusted EPS do not account for 
IAC’s former passive ownership in VUE.  Therefore, we think it is important to evaluate these measures 
along with IAC’s consolidated statement of operations. 

Free Cash Flow is defined as net cash provided by operating activities, including preferred dividends 
received from VUE, less capital expenditures and preferred dividends paid by IAC.  For purposes of Free 
Cash Flow, we also include changes in warehouse loans payable in Lending due to the close connection 
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that exists with changes in loans held by sale which are included in cash provided by operations.  In 
addition, Free Cash Flow excludes the tax payments related to the sale of IAC’s interests in VUE due to the 
exclusion of the proceeds on the sale from cash provided by operating activities. We believe Free Cash 
Flow is useful to investors because it represents the cash that its operating businesses generate, before 
taking into account cash movements that are non-operational.  Free Cash Flow has certain limitations in 
that it does not represent the total increase or decrease in the cash balance for the period, nor does it 
represent the residual cash flow for discretionary expenditures.  For example, it does not take into account 
stock repurchases.  Therefore, we think it is important to evaluate Free Cash Flow along with our 
consolidated statement of cash flows. 

IAC looks at Free Cash Flow as a measure of the strength and performance of its businesses, not for 
valuation purposes.  In IAC’s view, applying “multiples” to Free Cash Flow is inappropriate because it is 
subject to timing, seasonality and one-time events.  IAC manages its business for cash and thinks it is of 
utmost importance to maximize cash – but its primary valuation metrics are Operating Income Before 
Amortization and Adjusted EPS.  In addition, because Free Cash Flow is subject to timing, seasonality and 
one-time events, IAC believes it is not appropriate to annualize quarterly Free Cash Flow results. 

Reconciliation 

Ticketing Reconciliation of Operating Income Before Amortization to Operating Income 
(audited; $ in millions) 
 
  2003 2004 2005 CAGR 
      
OIBA  144.5 164.3 218.7 23% 

Amortization 
   

(28.0) 
  

(26.4) 
  

(28.7)  
Operating Income 116.5 137.9 189.9 28% 

 


