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EXPLANATORY NOTE

USA expects to mail the definitive proxy statement relating to the special
meeting of USA stockholders to consider the proposed transactions with Vivendi
Universal, S.A. following consummation of USA's acquisition of a controlling
interest in Expedia, Inc., which is expected to occur immediately following
Expedia's reconvened annual meeting scheduled for February 4, 2002. As a result,
the accompanying preliminary proxy statement assumes consummation of the Expedia
transaction. In the event that the Expedia transaction is not completed prior to
mailing of the definitive proxy statement, appropriate changes will be made to
the proxy statement prior to its mailing to stockholders of USA.
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[LOGO]
, 2002
Dear Stockholder:

As you may be aware, on December 16, 2001, USA entered into a transaction
agreement, pursuant to which, among other things, USA agreed to create a new
joint venture with Vivendi Universal, S.A. that will hold the USA Entertainment
Group, consisting of USA Cable, USA Films and Studios USA, and the film,
television and theme park businesses of Universal Studios, Inc., a subsidiary of
Vivendi.

In exchange for the contribution of the USA Entertainment Group to the joint
venture, USA will receive cash; common and preferred interests in the joint
venture; and the cancellation of securities currently exchangeable into
approximately 320.9 million USA shares. In connection with these transactions,
USA will also issue to Universal warrants to acquire approximately 60.5 million
shares of USA common stock. The accompanying proxy statement describes in detail
the transactions contemplated by the various transaction documents (which we
refer to as the "transactions"), including my ownership interest and role in the
joint venture.

Upon completion of the transactions, the new USA, which will be renamed "USA
Interactive," will be focused on integrating interactive assets across multiple
lines of business. We believe USA Interactive, with its strong balance sheet,
will be a leader in integrated interactivity, including ticketing, online
travel, online dating, electronic retailing, teleservices and other electronic
commerce services. Since we started, our stock price has experienced very strong
growth, creating real value for investors. I'm enthusiastic about the prospects
for USA Interactive and continuing to build very significant value for our
stockholders.

In order to proceed with the transactions, we must receive the affirmative
vote of at least 66 2/3% of our outstanding shares not owned by Vivendi, Liberty
Media Corporation, myself or our affiliates. We have scheduled a special meeting
of our stockholders for this vote and a related vote under the rules of the
National Association of Securities Dealers, Inc. The special meeting will be
held on , 2002, at a.m., local time, at

A SPECIAL COMMITTEE CONSISTING OF INDEPENDENT MEMBERS OF YOUR BOARD OF
DIRECTORS HAS CAREFULLY REVIEWED THE TRANSACTIONS AND UNANIMOUSLY RECOMMENDED TO
YOUR BOARD OF DIRECTORS APPROVAL OF THE TRANSACTIONS. BASED ON THAT
RECOMMENDATION, YOUR BOARD OF DIRECTORS, BY THE UNANIMOUS VOTE OF ALL DIRECTORS
(OTHER THAN DIRECTORS AFFILIATED WITH VIVENDI, NONE OF WHOM WAS PRESENT AT THE
BOARD MEETING), APPROVED THE TRANSACTIONS, AND RECOMMENDS THAT YOU APPROVE THE
PROPOSAL BEING SUBMITTED TO YOU FOR APPROVAL.

YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the special
committee, please take the time to vote by completing and mailing the enclosed
proxy card. If you attend the special meeting, you may vote in person if you
wish, even though you have previously returned your proxy card.

Sincerely,

Barry Diller
CHAIRMAN OF THE BOARD
AND CHIEF EXECUTIVE OFFICER

This proxy statement is dated , 2002 and was first mailed to USA
stockholders on or about , 2002.

USA NETWORKS, INC.

CARNEGIE HALL TOWER
152 WEST 57TH STREET
NEW YORK, NEW YORK 10019

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON ’ , 2002

We will hold a special meeting of stockholders of USA Networks, Inc. at
a.m., local time, on , , 2002, at . At the
meeting, we will ask you:

1. To approve the Transaction Agreement, dated as of December 16, 2001,
among Vivendi Universal, S.A., Universal Studios, Inc., USA



Networks, Inc., USANi LLC, Liberty Media Corporation and Barry Diller,
as well as each of the other related transaction documents, including
the Partnership Agreement, the Amended and Restated Governance
Agreement, the Amended and Restated Stockholders Agreement, the Warrant
Agreement and the Vvivendi/Liberty Merger Agreement, and the transactions
contemplated thereby, all as further described in the accompanying proxy
statement.

2. To transact any other business as may properly come before the special
meeting or any adjournment or postponement of the special meeting.

We describe these items of business more fully in the accompanying proxy
statement.

Only holders of record of USA common stock, USA Class B common stock and USA
preferred stock at the close of business on , 2002 will be entitled to
notice of, and will be entitled to vote at, the special meeting or any
adjournment or postponement of the special meeting.

BY ORDER OF THE BOARD OF DIRECTORS

JULIUS GENACHOWSKI
SENIOR VICE PRESIDENT,
GENERAL COUNSEL AND SECRETARY

New York, New York
, 2002

TO ENSURE THAT YOUR SHARES ARE REPRESENTED AT THE SPECIAL MEETING, WE URGE
YOU TO COMPLETE, DATE AND SIGN THE ENCLOSED PROXY AND MAIL IT PROMPTLY IN THE
POSTAGE-PAID ENVELOPE PROVIDED, WHETHER OR NOT YOU PLAN TO ATTEND THE SPECIAL
MEETING IN PERSON. YOU CAN WITHDRAW YOUR PROXY, OR CHANGE YOUR VOTE, AT ANY TIME
BEFORE IT IS VOTED BY EXECUTING A LATER-DATED PROXY, BY VOTING BY BALLOT AT THE
SPECIAL MEETING, OR BY FILING AN INSTRUMENT OF REVOCATION WITH THE INSPECTORS OF
ELECTION IN CARE OF THE SECRETARY AT THE ABOVE ADDRESS.

QUESTIONS AND ANSWERS ABOUT THE TRANSACTIONS

AT THE SPECIAL MEETING, WE WILL ASK YOU TO CONSIDER AND VOTE UPON A PROPOSAL
TO APPROVE THE TRANSACTION AGREEMENT AND EACH OF THE OTHER TRANSACTION DOCUMENTS
RELATED TO THE TRANSACTION AGREEMENT, AS WELL AS THE TRANSACTIONS CONTEMPLATED
BY THE TRANSACTION DOCUMENTS. WE REFER IN THIS PROXY STATEMENT TO THE
TRANSACTIONS CONTEMPLATED BY THE TRANSACTION DOCUMENTS AS THE "TRANSACTIONS" AND
TO THIS PROPOSAL AS THE "TRANSACTIONS PROPOSAL." HERE ARE SOME QUESTIONS AND
ANSWERS RELATING TO THE TRANSACTIONS.

Q: WHY IS USA ENTERING INTO THE TRANSACTIONS?

A: Your board of directors believes that the transactions will provide numerous
strategic benefits to USA, including:

- receiving fair value for the USA Entertainment Group while retaining a
significant interest in the future growth of a joint venture containing
the USA Entertainment Group and the film, television and theme park
businesses currently conducted by Universal Studios, Inc.;

- emphasizing our leadership role in integrated interactivity, including
ticketing, online travel, online dating, teleservices, electronic
retailing and other interactive commerce services;

- positioning us to benefit from our interactive businesses, where we can
engage in multiple forms of electronic commerce at scale, with the benefit
of our strong balance sheet;

- the transactions will give USA Interactive greater financial and operating
strength to help realize growth opportunities in electronic commerce;

- we expect our interactive businesses will grow at a faster pace than the
more mature entertainment businesses, which, in addition, we believe will
require larger scale to effectively compete in the future;

- establishing an independent USA by eliminating, in material respects, veto
rights by Vivendi and Liberty over USA corporate actions; and

- streamlining USA's capital structure.
Q: HOW WILL I BE AFFECTED BY THE TRANSACTIONS?
A: Each USA stockholder (other than Vivendi and Liberty) will continue to own

the same number of shares of USA stock that it owned immediately prior to the
transactions. Each share of USA common stock, however, will represent a



larger ownership percentage in USA, which will be a smaller company following
the transactions. Public stockholders currently own 38.8% of the outstanding
equity and 12.0% of the outstanding voting power of USA, in each case
assuming full exchange of exchangeable subsidiary equity. Immediately
following the transactions, based on the same assumption, USA's public
stockholders will own 66.7% of the outstanding equity and 30.8% of the
outstanding voting power of USA.

HOW WILL THE TRANSACTIONS AFFECT VIVENDI'S AND LIBERTY'S OWNERSHIP INTERESTS
IN USA?

In connection with the transactions, USANi LLC, a subsidiary of USA, will
cancel interests currently exchangeable into approximately 320.9 million USA
common shares, representing all of the interests of USANi LLC that will be
owned by Vivendi following its acquisition of USANi LLC shares from Liberty.

Vivendi currently owns 40.9% of the outstanding equity of USA, assuming full
exchange of exchangeable subsidiary equity. Immediately following the
transactions, based on the same assumption, Vivendi will own 12.7% of the
outstanding equity of USA.

Liberty currently owns 20.0% of the outstanding equity of USA, including USA
shares held by certain entities in which Liberty owns substantially all of
the equity interests but none of the voting interests and assuming full
exchange of exchangeable subsidiary equity. Immediately following the
transactions, based on the same assumptions, Liberty will own 20.1% of the
outstanding equity of USA.

¢ WHO WILL HAVE VOTING CONTROL OF USA?

Barry Diller, USA's chairman and chief executive officer, will continue to
have voting control of USA following completion of the transactions. In
connection with the transactions, Mr. Diller, Vivendi, Universal and Liberty
have reaffirmed existing stockholder arrangements relating to their
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voting of USA shares. These arrangements provide that Mr. Diller will
generally have a proxy over all USA shares owned by Vivendi and Liberty as
long as Mr. Diller is chief executive officer of USA. Immediately following
the transactions and assuming full exchange of exchangeable subsidiary
equity, these shares will represent 69.0% of the combined voting power of USA
(69.2% if the shares owned by Mr. Diller are added).

USA, Vivendi, Universal, Liberty and Mr. Diller also entered into an amended
and restated governance agreement as part of the transactions. This
agreement, among other things, eliminates Vivendi's veto rights over all
"fundamental matters" that currently require its prior consent, and
significantly limits the circumstances in which Liberty and Mr. Diller are
entitled to exercise veto rights. For a description of the limited veto
rights that Liberty and Mr. Diller would have following completion of the
transactions, see pages 69-70.

: WHY IS A 66 2/3% UNAFFILIATED VOTE REQUIRED TO APPROVE THE TRANSACTIONS?

Because Vivendi is considered an "interested stockholder" under Section 203
of the Delaware General Corporation Law as a result of its acquisition of The
Seagram Company Ltd. in December 2000 (which held 43.0% of USA's equity on a
fully diluted basis at the time of Vivendi's acquisition), the parties have
agreed to obtain approval of the transactions proposal by the affirmative
vote of 66 2/3% of USA's outstanding voting shares (both in voting power and
in number of shares), excluding the shares held by Vivendi, Liberty,

Mr. Diller and their respective affiliates, before the parties can complete
the transactions. That vote will no longer be necessary for any transaction
with Vivendi after December 2003, three years after Vivendi acquired Seagram.

: WHEN DO YOU EXPECT TO COMPLETE THE TRANSACTIONS?

: We are working to complete the transactions as soon as possible. We currently
expect to complete the transactions promptly following the special meeting.

: AM I ENTITLED TO DISSENTERS' RIGHTS?

No. You will have no right under Delaware law to seek appraisal of the value
of your USA shares in connection with the transactions.

: ARE THERE ANY SIGNIFICANT DISADVANTAGES TO ME FROM THE TRANSACTIONS?

: We do not think so. Your board of directors, based on a unanimous

recommendation of a special committee of all disinterested directors, has
approved the transactions, and believes they are in the best interests of



USA's stockholders.
Q: WHAT DO I NEED TO DO NOW?

A: Just mail your signed proxy card in the enclosed return envelope as soon as
possible, so that your shares may be represented at the special meeting. The
meeting will take place on , , 2002. Because the vote required to
approve the proposed transactions is 66 2/3% of the outstanding unaffiliated
voting shares, failure to vote will have the effect of a vote against the
transactions.

Q: CAN I CHANGE MY VOTE AFTER I HAVE MAILED IN MY SIGNED PROXY CARD?

A: Yes. You can change your vote at any time before we vote your proxy at the
special meeting. You can do so in one of three ways. First, you can send a
written notice stating that you would like to revoke your proxy to The Bank
of New York at the address given below. Second, you can submit a later-dated
proxy relating to the same shares. Third, you can attend the special meeting
and vote in person. You should send any written notice or new proxy card to
USA c/o The Bank of New York at the following address: USA Networks, Inc.,
P.0. Box , New York, New York 10203. You may request a new proxy card by
calling our proxy solicitor, MacKenzie Partners, Inc., at 1-800-322-2885
(toll-free).

Q: WHERE CAN I FIND ADDITIONAL INFORMATION?

A: You may obtain more information from various sources, as set forth under
"Where You Can Find More Information" on page 101.
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COMPARISON OF USA STRUCTURE/OWNERSHIP

THE FOLLOWING DIAGRAMS ILLUSTRATE IN GENERAL TERMS HOW OUR CORPORATE
STRUCTURE AND OWNERSHIP WOULD CHANGE AS A RESULT OF THE TRANSACTIONS. WHILE THE
DIAGRAMS REFLECT THE ECONOMIC SUBSTANCE OF THE CHANGES, THEY DO NOT PRECISELY
REFLECT THE LEGAL AND CORPORATE STRUCTURE OF USA BEFORE OR AFTER THE
TRANSACTIONS. THE ACTUAL STRUCTURES ARE MORE COMPLICATED (FOR EXAMPLE, USA'S
HOME SHOPPING SUBSIDIARY IS OWNED 80.1% BY USA AND 19.9% BY LIBERTY, WITH
LIBERTY'S INTEREST BEING EXCHANGEABLE FOR A FIXED NUMBER OF USA COMMON SHARES).
WE HAVE ROUNDED PERCENTAGES TO THE NEAREST TENTH. UNLESS WE INDICATE OTHERWISE,
THE PERCENTAGES BELOW ARE BASED ON SHARES ISSUED AND OUTSTANDING (OR EXPECTED TO
BE ISSUED AND OUTSTANDING AFTER GIVING EFFECT TO THE TRANSACTIONS), IN EACH CASE
ASSUMING FULL EXCHANGE OF SUBSIDIARY EQUITY. IN THE TABLES ENTITLED "OWNERSHIP
OF USA," EACH PARTY'S EQUITY PERCENTAGE DIFFERS FROM THAT PARTY'S PERCENTAGE OF
VOTING POWER BECAUSE USA CURRENTLY HAS THREE CLASSES OF STOCK: COMMON STOCK,
ENTITLED TO ONE VOTE PER SHARE, CLASS B COMMON STOCK, ENTITLED TO TEN VOTES PER
SHARE, AND PREFERRED STOCK, ENTITLED TO TWO VOTES PER SHARE.
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USA

| USA |

(1) Includes Expedia (Nasdaq: EXPE); Home Shopping Network; Ticketmaster
(Nasdaq: TMCS), which operates CitySearch and Match.com; Hotel Reservations
Network (Nasdaq: ROOM); Electronic Commerce Solutions; Styleclick (Nasdaq:
IBUY); and Precision Response Corporation.

(2)

Includes USA Cable, including USA Network, SCI FI Channel, TRIO, Newsworld

International, and Crime; Studios USA, which produces and distributes
television programming; and USA Films, which produces and distributes films.

Mr. Diller
Universal
Liberty...............
Public

OWNERSHIP OF USA

VOTING

EQUITY POWER
.3% 88.0%
40.9% 0%
20.0% 0%
38.8% 12.0%

The voting power reflects Mr. Diller's general right to vote USA shares owned by
Liberty and Universal. Mr. Diller has this right under a Stockholders Agreement

among Universal,

Liberty, Mr. Diller, USA (formerly HSN,

Inc.) and Vivendi (as

the successor to The Seagram Company Ltd.). This agreement (as well as a

Governance Agreement to which USA, Universal,

Liberty and Mr. Diller are

parties) also provides Liberty, Universal and Mr. Diller with veto rights over

specified "fundamental matters" relating to USA,

general right to vote these shares.
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notwithstanding Mr. Diller's

POST-TRANSACTION STRUCTURE/OWNERSHIP

(1) Includes Expedia; Home Shopping Network; Ticketmaster, which operates
CitySearch and Match.com; Hotel Reservations Network; Electronic Commerce
Solutions; Styleclick; and Precision Response Corporation.

(2) Includes USA Cable, including USA Network, SCI FI Channel, TRIO,

Newsworld
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International, and Crime; Studios USA; and USA Films.
(3) Includes Universal's film, television and theme park businesses.

OWNERSHIP OF USA OWNERSHIP OF
THE VUE JOINT VENTURE
EQUITY VOTING POWER EQUITY ---
R T Mr.
Diller......... .5% 69.2%
Universal.........cciviiinnnnnnn
93.06% Universal..........
12.7% 0%

5.44% Liberty............
20.1% 0% Mr.

66.7% 30.8%

The voting power reflects Mr. Diller's general right to vote USA shares owned by
Liberty and Universal. Mr. Diller will continue to have this right under an
Amended and Restated Stockholders Agreement among Vivendi, Universal, Liberty
and Mr. Diller. This agreement, as well as the Amended and Restated Governance
Agreement to which USA, Vivendi, Universal, Liberty and Mr. Diller are parties,
eliminates the veto rights of Universal, Liberty and Mr. Diller over
"fundamental matters" relating to USA (with very limited exceptions for Liberty
and Mr. Diller).
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SUMMARY

This summary highlights selected information from this document and may not
contain all of the information that is important to you. To better understand
the proposals upon which you are being asked to vote, you should read this
entire document carefully, as well as those additional documents to which we
refer you. See "Where You Can Find More Information" on page 101. All references
to "USA," "we," "our," or "us" in this proxy statement are to USA

Networks, Inc.
THE COMPANY
USA NETWORKS, INC.

152 West 57th Street
New York, New York 10019
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(212) 314-7300

USA (Nasdaq: USAI) is a company focused on the new convergence of
information, direct selling and entertainment. USA is organized into two groups,
the Interactive Group and the Entertainment Group. The Interactive Group
consists of Expedia, Inc. (Nasdaq: EXPE); Home Shopping Network (including HSN
International and HSN Interactive); Ticketmaster (Nasdaq: TMCS), which operates
CitySearch and Match.com; Hotel Reservations Network (Nasdaqg: ROOM); Electronic
Commerce Solutions; Styleclick (Nasdaq: IBUY); and Precision Response
Corporation. The Entertainment Group consists of USA Cable, including USA
Network, SCI FI Channel, TRIO, Newsworld International, and Crime; Studios USA,
which produces and distributes television programming; and USA Films, which
produces and distributes films. USA's website is located at www.usanetworks.com.

Following completion of the transactions, USA is expected to be renamed "USA
Interactive."

OTHER PARTIES TO THE TRANSACTIONS

VIVENDI UNIVERSAL, S.A.

42 avenue de Friedland 75380
Paris Cedex 08, France

33 (1) 71 71 16 00

Vivendi is engaged in the Media and Communications business, and through its
subsidiary, Vivendi Environnement, the environmental services business.
Vivendi's Media and Communications business consists of Music, Publishing, TV
and Film, Telecoms and Internet operations. Vivendi Environnement is a 63% owned
subsidiary of Vivendi, which operates the environmental services business, with
operations around the globe. All references to "vVivendi" in this proxy statement
are to Vivendi Universal, S.A. or certain of its subsidiaries.

UNIVERSAL STUDIOS, INC.

100 Universal City Plaza
Universal City, California 91608
(818) 777-1000

Universal produces and distributes motion pictures worldwide in the
theatrical, home video and television markets. Universal also owns and operates
the music business, theme parks, entertainment complexes and specialty retail
stores. In addition, Universal is the entity through which Vivendi holds its
equity interest in USA. Universal is owned 92.3% by Vivendi and 7.7% by
Matsushita Electric Industrial Co. Ltd. All references to "Universal" in this
proxy statement are to Universal Studios, Inc. or certain of its subsidiaries.

LIBERTY MEDIA CORPORATION
12300 Liberty Boulevard
Englewood, Colorado 80112
(720) 875-5400

Liberty owns interests in a broad range of video programming, communications
and Internet businesses in the United States, Europe, South America and Asia.
All references to "Liberty" in this proxy statement are to Liberty Media
Corporation or certain of its subsidiaries.

RECOMMENDATION OF THE SPECIAL COMMITTEE (page 25)

Your board of directors formed a special committee composed of all of USA's
directors who had no material relationship with Vvivendi, Liberty, Mr. Diller or
their affiliates, or any personal interest in the transactions that diverges
from the interests of USA's stockholders generally, to consider the transactions
and to make a recommendation to your board of directors regarding the
transactions. We refer to these directors in this proxy statement as the
"disinterested directors." At a meeting called to consider the transactions, the
special committee unanimously:

- declared the Transaction Agreement, the other related transaction
documents and the transactions advisable;

- determined that the terms of the transactions are fair to and in the best
interests of the stockholders of USA, other than Vivendi, Liberty,
Mr. Diller and their affiliates; and

- recommended that the USA board of directors approve the Transaction
Agreement, the other related transaction documents and the transactions.

RECOMMENDATION TO STOCKHOLDERS (page 25)
Based on the recommendation of the special committee, your board of

directors believes that the Transaction Agreement, the other related transaction
documents and the transactions are advisable, fair to, and in the best interests



of, USA stockholders, and recommends, by the unanimous vote of all directors
(other than directors affiliated with Vivendi, none of whom was present at the
board meeting), that you vote FOR the transactions proposal.

THE TRANSACTIONS (page 18)

The transactions will involve the following steps, all of which will take
place at the closing of the transactions:

Vivendi and USA will create a new joint venture in which Vvivendi, USA and

Mr. Diller will have common ownership interests of 93.06%, 5.44% and 1.5%,
respectively. We refer to the new joint venture throughout this proxy
statement as the "VUE Joint Venture."

USA and its subsidiaries will contribute their interests in the USA
Entertainment Group to the VUE Joint Venture.

Universal will contribute to the VUE Joint Venture its film, television
and theme park businesses as well as the remaining interest in the USA
Entertainment Group that it will receive in exchange for cancellation of
its USANi LLC shares. Throughout this proxy statement, we refer to the
businesses of Universal that Universal will contribute to the VUE Joint

Venture as the "Universal Entertainment Group."

As members of the VUE Joint Venture, USA and its subsidiaries will receive

the following at the closing of the transactions:

-- approximately $1.62 billion in cash, debt-financed by the VUE Joint
Venture, which will be subject to tax-deferred treatment for a 15-year
period;

-- a $750 million face value Class A preferred interest in the VUE Joint
Venture, with a 5% annual paid-in-kind dividend and a 20-year term, to
be settled in cash at its then face value at maturity;

-- a $1.75 billion face value Class B preferred interest in the VUE Joint
Venture, with a 1.4% annual paid-in-kind dividend, a 3.6% annual cash
dividend, callable and puttable after 20 years, to be settled at its
then face value by Universal with a maximum of approximately
56.6 million USA common shares, provided that Universal may substitute
cash in lieu of shares of USA common stock (but not USA Class B common
stock) at its election; and

-- a 5.44% common interest in the VUE Joint Venture, generally callable
by Universal after five years and puttable by USA after eight years,
which may be settled in either Vivendi stock or cash, at Universal's
election.

Liberty will exchange 7,079,726 shares of USANi LLC for shares of USA
common stock, and subsequently transfer to Vivendi 25,000,000 shares of
USA common stock, its remaining 38,694,982 shares of USANi LLC, as well as
the assets and liabilities of Liberty Programming France (which consist
primarily of 4,921,250 shares of multiThematiques, S.A., a French entity),
in exchange for 37,386,436 Vivendi ordinary shares.
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USANi LLC will cancel interests currently exchangeable into 320,856,512
USA common shares, representing all of the interests of USANi LLC that

will be owned by Vivendi following its acquisition of USANi LLC shares

from Liberty. Throughout this proxy statement, we refer to the interests
in USANi LLC as the "LLC shares."

In exchange for Universal agreeing to enter into certain commercial
arrangements and for other valuable consideration, USA will issue to
Universal ten-year warrants to acquire shares of USA common stock as
follows:

-- 24,187,094 shares at $27.50 per share;

-- 24,187,094 shares at $32.50 per share; and

-- 12,093,547 shares at $37.50 per share.

Barry Diller, USA's chairman and chief executive officer, will receive a
common interest in the VUE Joint Venture with a 1.5% profit sharing
percentage in return for his agreeing to specified non-competition
provisions with respect to the VUE Joint Venture and agreeing to serve as

the chairman and chief executive officer of the VUE Joint Venture.

USA and Mr. Diller have agreed that they will not compete with Vivendi's



television and filmed entertainment businesses (including the VUE Joint
Venture) for a minimum of 18 months.

THE TRANSACTION DOCUMENTS (page 53)
TRANSACTION AGREEMENT (page 53)
GENERAL

The Transaction Agreement is the legal document that governs the principal
transactions, including:

- the contribution of the USA Entertainment Group and the Universal
Entertainment Group to the VUE Joint Venture;

- the cancellation by USANi LLC of all LLC shares owned by Vivendi following
its acquisition of Liberty's LLC shares in accordance with the
Vivendi/Liberty Merger Agreement;

- USA's issuance to Universal of warrants to purchase shares of USA common
stock; and

- USA's agreement not to compete with the VUE Joint Venture.
TERMINATION OF EXISTING AGREEMENTS

In connection with the transactions, subject to the parties' commitment to
provide for a mutually satisfactory, orderly wind down, USA and Universal have
agreed to terminate the following business arrangements upon the earlier to
occur of (1) the completion of the transactions and (2) the termination of the
Transaction Agreement:

- Universal's exclusive international distribution of television programming
produced by USA; and

- USA's exclusive domestic distribution of television programming produced
by Universal.

Even if the parties do not complete the transactions, USA and Universal will
terminate the foregoing business arrangements upon termination of the
Transaction Agreement.

USA and Universal also have agreed to terminate existing agreements relating
to merchandising, music administration and music publishing, video distribution
and other matters. These agreements will terminate only if the parties complete
the transactions.

USA TRADEMARK

The name "USA Networks" will be included among the assets contributed to the
VUE Joint Venture, and USA and Vivendi have agreed to work together to determine
the ownership of the various logos and designs associated with the "USA
Networks" name prior to completion of the transactions.
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TREATMENT OF USA OPTIONS AND RESTRICTED STOCK

Generally, with respect to options to purchase shares of USA common stock
and restricted shares of USA common stock held by USA employees transferred to
the VUE Joint Venture, Vivendi intends to convert such options and restricted
shares into options to purchase Vivendi American Depositary Shares and
restricted Vivendi American Depositary Shares, as applicable, based on a
calculation that is intended to preserve the "value" (if any) of the options and
the restricted shares being converted, measured as of the conversion date and
with such other terms and conditions as may be set forth in the plan or policy
applicable to such converted awards.

MISCELLANEOUS

The Transaction Agreement contains customary representations and warranties,
covenants, conditions to closing and indemnification provisions.

The Transaction Agreement is attached as Appendix A to this proxy statement.
We encourage you to read it carefully.

PARTNERSHIP AGREEMENT (page 60)
The Partnership Agreement is the legal document that provides for USA's

economic interest in the VUE Joint Venture, including its common and preferred
interests and the debt-financed, tax-deferred cash distribution to be paid to



USA at the closing of the transactions. In addition, the Partnership Agreement
provides for Mr. Diller's 1.5% common interest in the VUE Joint Venture and
contains Mr. Diller's agreement not to compete with the VUE Joint Venture for a
minimum of 18 months. A form of the Partnership Agreement, which will be entered
into at the closing of the transactions, is attached as Appendix B to this proxy
statement. We encourage you to read it carefully.

AMENDED AND RESTATED GOVERNANCE AGREEMENT (page 67)

USA, Vivendi, Universal, Liberty and Mr. Diller have entered into an Amended
and Restated Governance Agreement that will become effective at the closing of
the transactions and supersede the existing Governance Agreement among the
parties. The Amended and Restated Governance Agreement is attached as
Appendix C to this proxy statement. We encourage you to read it carefully.

The Amended and Restated Governance Agreement restricts Vivendi's ability to
acquire additional equity securities of USA and Vivendi's ability to transfer
USA securities. In addition, this agreement provides for continuing
representation on USA's board of directors by Vivendi and Liberty.

The Amended and Restated Governance Agreement also eliminates Vivendi's
right to veto specified "fundamental matters," and significantly limits the
circumstances in which Liberty and Mr. Diller are entitled to exercise veto
rights.

Finally, the Amended and Restated Governance Agreement eliminates Vivendi's
preemptive rights with respect to USA common shares, while preserving Liberty's
existing preemptive rights.

If the transactions are not completed, the existing Governance Agreement
will remain in effect.

AMENDED AND RESTATED STOCKHOLDERS AGREEMENT (page 71)

Vivendi, Universal, Liberty and Mr. Diller have entered into an Amended and
Restated Stockholders Agreement, which will become effective at the closing of
the transactions and supersede the existing Stockholders Agreement. The Amended
and Restated Stockholders Agreement is attached as Appendix D to this proxy
statement. We encourage you to read it carefully.

Generally, the Amended and Restated Stockholders Agreement governs the
relationship
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among the stockholders, including rights of first refusal for sales of USA
securities, tag-along rights for sales of USA securities by Liberty and

Mr. Diller, restrictions on transfers of USA securities and a standstill by
Mr. Diller with respect to Vivendi. Under this agreement, Mr. Diller generally
has voting control over all of the USA shares owned by Universal and Liberty.

If the transactions are not completed, the existing Stockholders Agreement
will remain in effect.

WARRANT AGREEMENT (page 73)

In connection with the transactions, USA has agreed to issue to Universal
warrants to purchase 60,467,735 shares of USA common stock under a Warrant
Agreement. A form of the Warrant Agreement that will be entered into by USA and
The Bank of New York, as warrant agent, at the closing of the transactions is
attached as Appendix E to this proxy statement. We encourage you to read it
carefully.

The warrants are ten-year warrants and will be exercisable commencing on the
six-month anniversary of the closing of the transactions. USA will issue the
warrants to acquire shares of USA common stock as follows:

- 24,187,094 shares at $27.50 per share;

- 24,187,094 shares at $32.50 per share; and

- 12,093,547 shares at $37.50 per share.

VIVENDI/LIBERTY MERGER AGREEMENT (page 74)

In connection with the transactions, Vivendi, Universal, Liberty and certain
of their affiliates have entered into an Agreement and Plan of Merger and
Exchange, which we refer to in this document as the "Vivendi/Liberty Merger
Agreement." None of USA or its subsidiaries are a party to the Vivendi/Liberty

Merger Agreement. The Vivendi/Liberty Merger Agreement is attached as
Appendix F to this proxy statement. We encourage you to read it carefully.



The Vivendi/Liberty Merger Agreement sets out the terms under which Liberty
will exchange 7,079,726 LLC shares for 7,079,726 shares of USA common stock,
following which, the exchange agreement relating to the LLC shares will
immediately terminate. Subsequently, Liberty will transfer to Vivendi 25,000,000
shares of USA common stock, its remaining 38,694,982 LLC shares, as well as the
assets and liabilities of Liberty Programming France (which consist primarily of
4,921,250 shares of multiThematiques) in exchange for 37,386,436 Vivendi
ordinary shares. Completion of the transactions contemplated by the Transaction
Agreement is conditioned on completion of certain of the transactions
contemplated by the Vivendi/Liberty Merger Agreement.

INTERESTS OF OFFICERS AND DIRECTORS IN THE TRANSACTIONS (page 75)

Members of the management and board of directors of USA have interests in
the transactions that are different from, or in addition to, their interests as
USA stockholders.

Mr. Diller will become chairman and chief executive officer of the VUE Joint
Venture in addition to remaining chairman and chief executive officer of USA. In
consideration of his agreeing to his new role with the VUE Joint Venture and his
agreeing to specified non-competition provisions with respect to the VUE Joint
Venture, Mr. Diller will receive a 1.5% common interest in the VUE Joint Venture
with a minimum value of $275 million.

The USA board of directors includes representatives from Vivendi. Vivendi
and its subsidiaries will own 93.06% of the common interests in, and will
control, the VUE Joint Venture. In connection with the transactions, USA will
grant to Universal, a subsidiary of Vivendi, warrants to purchase 60,467,735
shares of USA common stock. The Vivendi representatives on the USA board of
directors did not participate in the meeting at which the USA board of directors
approved the transactions.

The USA board of directors includes representatives from Liberty. As part of
the transactions, Liberty will transfer to Vivendi 25,000,000 shares of USA
common stock and 38,694,982 LLC shares, as well as the assets and liabilities of
Liberty Programming France (which
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consist primarily of 4,921,250 shares of multiThematiques), and Liberty will
receive 37,386,436 Vivendi ordinary shares.

THE SPECIAL MEETING (page 15)
GENERAL; TIME AND PLACE OF SPECIAL MEETING

We are furnishing this proxy statement to you in connection with the
solicitation of proxies by your board of directors for use at a special meeting
of stockholders of USA to be held on , , 2002 at a.m., local
time, at , and at any and all adjournments or postponements of the
special meeting.

RECORD DATE

Your board of directors has fixed the close of business on , 2002 as
the record date for determining stockholders entitled to notice of and to vote
at the special meeting, and at any adjournments or postponements of the special
meeting.

VOTES REQUIRED FOR THE TRANSACTIONS PROPOSAL
Two separate votes are required to approve the transactions proposal:

- Because Vivendi is considered an "interested stockholder" under
Section 203 of the Delaware General Corporation Law as a result of its
acquisition of The Seagram Company Ltd. in December 2000 (which held 42.5%
of USA's equity on a fully diluted basis at the time of that acquisition),
the parties have agreed the transactions proposal must be approved by the
affirmative vote of 66 2/3% of the outstanding USA common stock and USA
preferred stock (both in voting power and in number of shares), voting
together as a single class, excluding the shares held by Vivendi, Liberty,
Mr. Diller and their respective affiliates, before the parties can
complete the transactions.

- Under the rules of the National Association of Securities Dealers, Inc.,
because, in connection with the transactions, USA will be issuing to
Universal (which owns in excess of 5% of the outstanding USA common
shares) warrants to acquire shares of USA common stock, which warrants, if
exercised, would represent an increase in outstanding USA common shares of
at least 5%, approval of the transactions proposal also requires the



affirmative vote of a majority of the votes cast at the special meeting by
the holders of USA common stock, USA Class B common stock and USA
preferred stock, voting together as a single class, including the shares
held by Vivendi, Liberty, Mr. Diller and their respective affiliates.

USA VOTING POWER
Each share of USA common stock entitles the holder to one vote per share,

each share of USA Class B common stock entitles the holder to ten votes per
share and each share of USA preferred stock entitles the holder to two votes per

share. As of , 2002, the directors and executive officers of USA (other
than Mr. Diller and the Liberty and Vivendi designees to the USA board of
directors) beneficially owned approximately % of the total voting power of

USA. Mr. Diller, through shares owned by him as well as the irrevocable proxy
over shares held by Universal and Liberty granted to him under the Stockholders
Agreement, controls approximately % of the combined voting power of USA,
which is sufficient for stockholder approval of the transactions proposal for
purposes of the vote required under the rules of the National Association of
Securities Dealers. USA will not complete the transactions unless the
transactions proposal is approved both for purposes of Delaware law and the
rules of the National Association of Securities Dealers.
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OPINIONS OF FINANCIAL ADVISORS
OPINION OF THE FINANCIAL ADVISOR TO THE SPECIAL COMMITTEE (page 25)

In deciding to recommend the transactions to the USA board of directors, the
special committee considered, among other things, advice from Bear, Stearns &
Co., its financial advisor. The special committee received an opinion from Bear
Stearns to the effect that, as of December 16, 2001, the consideration to be
received by USA in the transactions was fair, from a financial point of view, to
the stockholders of USA other than Vivendi, Liberty, Mr. Diller and their
affiliates. Bear Stearns' opinion is attached as Appendix G to this proxy
statement. We encourage you to read it carefully.

OPINION OF USA'S FINANCIAL ADVISOR (page 41)

In addition to the recommendation of the special committee, in deciding to
approve the transactions, USA's board of directors considered, among other
things, advice from Allen & Company Incorporated, USA's financial advisor. USA's
board of directors received an opinion from Allen & Co. that as of December 16,
2001 the consideration to be received by USA in the transactions was fair, from
a financial point of view, to USA. Allen & Co.'s opinion is attached as
Appendix H to this proxy statement. We encourage you to read it carefully.

REGULATORY APPROVALS (page 51)

The transactions may be subject to certain foreign regulatory approvals. The
parties are in the process of making the necessary filings with the relevant
regulatory agencies.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES

Because your USA shares will not be exchanged in connection with the
transactions, you will not recognize any gain or loss for U.S. federal income
tax purposes as a result of the transactions. In addition, we do not anticipate
that USA will currently recognize any material amount of income or gain for U.S.
federal income tax purposes as a result of the transactions.

ACCOUNTING TREATMENT

The transactions will be accounted for by USA as a sale of assets of the USA
Entertainment Group to Vivendi.

ADDITIONAL INFORMATION ABOUT USA AFTER THE TRANSACTIONS

Following completion of the transactions, USA, which we expect will be
renamed "USA Interactive," will be a leader in integrated interactivity,
including ticketing, online travel, online dating, teleservices, electronic
retailing and other interactive commerce services. After the contribution of the
USA Entertainment Group to the VUE Joint Venture, USA's businesses will be
composed of Expedia; Home Shopping Network; Ticketmaster, which operates
CitySearch and Match.com; Hotel Reservations Network; Electronic Commerce
Solutions; Styleclick; and Precision Response Corporation.

On December 17, 2001, USA publicly filed its internal budget for USA
Interactive, giving effect to the completion of the transactions, with the
Securities and Exchange Commission. The internal budget contained management's
forecasts for USA Interactive as of December 17, 2001 and speaks only as of that



date. The December internal budget showed budgeted annual revenue and budgeted
annual EBITDA, as that term is defined in this document, for USA Interactive as
follows:

- annual budgeted revenue of approximately $3.7 billion, $4.4 billion and
$5.3 billion for the years ending December 31, 2001, December 31, 2002 and
December 31, 2003, respectively; and

- annual budgeted EBITDA of approximately $340 million, $544 million and
$752 million for the years ending December 31, 2001, December 31, 2002 and
December 31, 2003, respectively.

USA previously had publicly filed its internal budget for USA and each of
USA's operating groups. The internal budget contained management's forecasts as
of October 24, 2001 and speaks only as of that date. The October
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internal budget showed budgeted annual revenue as follows:

- for USA, annual budgeted revenue of approximately $5.6 billion,
$6.2 billion and $7.4 billion for the years ending December 31, 2001,
December 31, 2002 and December 31, 2003, respectively;

- for the USA Entertainment Group, annual budgeted revenue of approximately
$1.8 billion, $1.8 billion and $2.1 billion for the years ending
December 31, 2001, December 31, 2002 and December 31, 2003, respectively;
and

- for the USA Interactive Group (I.E., the Electronic Retailing and
Information & Services groups, excluding Corporate & other), annual
budgeted revenue of approximately $3.6 billion, $4.3 billion and
$5.2 billion for the years ending December 31, 2001, December 31, 2002 and
December 31, 2003, respectively.

The October internal budget also showed budgeted annual EBITDA as follows:

- for USA, annual budgeted EBITDA of $936 million, $1.1 billion and
$1.4 billion for the years ending December 31, 2001, December 31, 2002 and
December 31, 2003, respectively;

- for the USA Entertainment Group, annual budgeted EBITDA of $596 million,
$513 million and $613 million for the years ending December 31, 2001,
December 31, 2002 and December 31, 2003, respectively; and

- for the USA Interactive Group (excluding Corporate & other), annual
budgeted EBITDA of $373 million, $578 million and $788 million for the
years ending December 31, 2001, December 31, 2002 and December 31, 2003,
respectively.

For more detailed financial information regarding USA and the USA
Interactive Group, including the full text of the information furnished by USA
to the Securities and Exchange Commission and described above, visit USA's
website located at www.usanetworks.com.

ADDITIONAL INFORMATION ABOUT THE VUE JOINT VENTURE

As previously described, the VUE Joint Venture will own and operate the USA
Entertainment Group and the Universal Entertainment Group. The USA Entertainment
Group is comprised of USA Cable, which includes USA Network, SCI FI Channel,
TRIO, Newsworld International and Crime; Studios USA and USA Films, which
constitute USA's television and film production and distribution businesses. The
Universal Entertainment Group is comprised of Universal's worldwide motion
picture production and distribution businesses; and Universal's theme parks,
entertainment complexes and specialty retail stores.

Following completion of the transactions, the VUE Joint Venture is expected
to generate approximately $ billion in annual revenue and $ billion in
annual earnings before interest, taxes, depreciation and amortization for 2002.
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SELECTED HISTORICAL FINANCIAL DATA

In the table below, we provide you with selected historical consolidated
financial data of USA. USA prepared this information using the consolidated
financial statements of USA for each of the years in the five-year period ended
December 31, 2000 and for the nine-month periods ended September 30, 2001 and
2000. The financial statements for each of the five years in the period ended
December 31, 2000 have been audited by Ernst & Young LLP, independent auditors.
The financial statements for the nine-month periods ended September 30, 2001 and



2000 have not been audited. USA has not declared any cash dividends on USA
common shares and no shares of USA preferred stock were outstanding during the
periods presented.

You should read the selected historical financial information with the
historical financial statements and accompanying notes that USA has included in
its December 31, 2000 Annual Report on Form 10-K. You can obtain this report by
following the instructions we provide under "Where You Can Find More
Information" on page 101.

As used in this document, the term "EBITDA" refers to net income plus
(1) extraordinary items and cumulative effect of accounting changes,
(2) provision for income taxes, (3) interest expense, (4) depreciation and
amortization, (5) minority interest and (6) amortization of non-cash
distribution and marketing expense and non-cash compensation expense. EBITDA is
presented because USA believes it is a widely accepted indicator of its ability
to service debt as well as a useful valuation methodology for companies in the
media, entertainment and communication industries. EBITDA should not be
considered in isolation or as a substitute for measures of financial performance
or liquidity prepared in accordance with generally accepted accounting
principles. EBITDA may not be comparable to calculations of similarly titled
measures presented by other companies.

NINE MONTHS YEARS ENDED DECEMBER
31, ENDED SEPTEMBER 30, --------

------------------ 1996(1)
1997(2) 1998(3)(4) 1999(5)
2000(6) 2000 2001(7) ----------

----- (DOLLARS IN THOUSANDS,
EXCEPT FOR PER SHARE DATA)
STATEMENT OF OPERATIONS DATA:
Net
FEVENUES . . v v ittt tiinn e eas $
36,361 $1,377,145 $ 2,759,896
$3,371,745 $ 4,601,492 $
3,285,634 $ 3,943,457 Operating
profit (loss).......... (564)
105,753 249,904 269,914 56,326
162,127 195,123 Earnings (loss)
from continuing
operations.......... ..,
(1,572) 34,209 63,892 16,515
(88,588) (26,291) (68,104)
Earnings (loss) before
cumulative effect of accounting
change.... (6,539) 13,061 76,894
(27,631) (147,983) (67,698)
449,743 Net earnings
(loss)..vvvvvninnnnn (6,539)
13,061 76,894 (27,631) (147,983)
(67,698) 440,556 Basic earnings
(loss) per common share from
continuing
operations(8)...... v
(0.04) 0.16 0.22 0.05 (0.25)
(0.07) (0.18) Diluted earnings
(loss) per common share from
continuing
operations(8)...... i
(0.04) 0.15 0.19 0.04 (0.25)
(0.07) (0.18) Basic earnings
(loss) per common share before
cumulative effect of accounting
change(8)........ (0.15) 0.06
0.27 (0.08) (0.41) (0.19) 1.21
Diluted earnings (loss) per
common share before cumulative
effect of accounting
change(8)......cvviiiiiiinnn.
(0.15) 0.06 0.21 (0.08) (0.41)
(0.19) 1.13 Basic earnings
(loss) per common
share(8). ...t
(0.15) 0.06 0.27 (0.08) (0.41)
(0.19) 1.18 Diluted earnings
(loss) per common
share(8).........ovvvn (0.15)



0.06 0.21 (0.08) (0.41) (0.19)
1.11 BALANCE SHEET DATA (END OF
PERIOD): Working capital
(deficit)........ $ (24,444) $
60,941 $ 443,408 $ 381,046 $
602,588 $ 515,666 $ 1,247,221
Total
assets........ i
2,116,232 2,670,796 8,316,190
9,233,227 10,473,870 10,611,093
11,687,907 Long-term
obligations, net of current
maturities............. 271,430
448,346 775,683 574,979 552,501
572,449 545,584 Minority
Interest................ 356,136
372,223 3,633,597 4,492,066
4,817,137 4,941,036 4,943,105
Stockholders'
equity............. 1,158,749
1,447,354 2,571,405 2,769,729
3,439,871 3,501,933 3,993,871
OTHER DATA: Net cash provided by
(used in) Operating
activities............. $ 8,198
$ 60,363 $ 256,929 $ 401,577 $
372,507 $ 302,278 $ 479,647
Investing
activities............. 1,545
(83,043) (1,201,912) (413,968)
(524,556) (362,501) 163,039
Financing
activities............. 16, 308
105,156 1,297,654 55,948 58,346
57,810 64,334 Net cash used in
discontinued
operations........oviiiiiin e
2,585 9,041 (20,488) (66,260)
(82,563) (54,382) (48,058)
Effect of exchange rate
changes........ooviiiiinnnn
-- -- (1,501) (123) (2,687)
(4,133) (3,426)

2,295 198,372 496,612 627,745
809,491 567,889 676,881

(1) The consolidated statement of operations data include the operations of
Savoy Pictures Entertainment, Inc. and Home Shopping Network, Inc. since
their acquisition by USA on December 19, 1996 and December 20, 1996,
respectively. Prior to USA's acquisition of USA Networks on February 12,
1998, referred to as "Networks," which consisted of the USA Network and SCI
FI Channel cable
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television networks, and the domestic television production and distribution
business of Universal, referred to as "Studios USA," the assets of HSN, Inc.

(predecessor to USA) consisted principally of USA's retail sales programs,
Home Shopping Network and America's Store.

(2) The consolidated statement of operations data include the operations of
Ticketmaster since the acquisition by USA of its controlling interest in
Ticketmaster on July 17, 1997.

(3) The consolidated statement of operations data include the operations of
Networks and Studios USA since their acquisition by USA from Universal on
February 12, 1998 and CitySearch since its acquisition by USA on
September 28, 1998.

(4) Net earnings for the year ended December 31, 1998 include a pre-tax gain of
$74.9 million related to USA's sale of its Baltimore television station
during the first quarter of 1998 and a pre-tax gain of $109.0 million
related to the CitySearch transaction during the fourth quarter of 1998.

(5) The consolidated statement of operations data include the operations of

Hotel Reservations Network, since its acquisition by USA on May 10, 1999 and

the operations of October Films and the domestic film distribution and



development business of Universal, which was previously operated by Polygram
Filmed Entertainment, referred to as USA Films, since their acquisition by
USA on May 28, 1999. Net earnings for the year ended December 31, 1999
include a pre-tax gain of $89.7 million related to the sale of securities.

(6) Includes a pre-tax gain of $104.6 million related to the Styleclick
transaction, a pre-tax gain of $3.7 million related to the Hotel
Reservations Network initial public offering, and a pre-tax charge of
$145.6 million related to impairment of Styleclick goodwill.

(7) Includes a gain of $517.8 million, net of tax, related to the sale of
capital stock of certain USA Broadcasting subsidiaries and an after-tax
expense of $9.2 million related to the cumulative effect of adoption as of
January 1, 2001 of SOP 00-2, Accounting By Producers or Distributors of
Films.

(8) Earnings (loss) per common share data and shares outstanding retroactively
reflect the impact of two-for-one stock splits of USA common stock and USA
Class B common stock made on February 24, 2000 and March 26, 1998. All share
numbers give effect to such stock splits.
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SELECTED PRO FORMA COMBINED CONDENSED FINANCIAL DATA

In the table that follows, we provide you with unaudited selected pro forma
combined condensed financial information for USA giving effect to the
contribution of the USA Entertainment Group to the VUE Joint Venture, USA's
acquisition of Expedia and other transactions completed by USA during the year
ended December 31, 2000 and during the nine months ended September 30, 2001.

USA has not declared any cash dividends on USA common shares and no shares
of USA preferred stock were outstanding during the periods presented.

This unaudited selected pro forma combined condensed financial information
should be read in conjunction with the separate historical financial statements
and accompanying notes of USA that are incorporated by reference in this proxy
statement and the unaudited financial statements of the USA Entertainment Group
included in this proxy statement. It is also important that you read the
unaudited pro forma combined condensed financial information and accompanying
discussion that we have included in this proxy statement starting on page 82
under "Unaudited Pro Forma Combined Condensed Financial Statements of USA." You
should not rely on the unaudited selected pro forma financial information as an
indication of the results of operations or financial position that would have
been achieved if the transactions had taken place earlier or of the results of
operations or financial position of USA after the completion of the
transactions.
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SELECTED PRO FORMA COMBINED CONDENSED FINANCIAL INFORMATION

PRO FORMA - ------mmmmm e e e e e e e e e e e oo NINE
MONTHS YEAR ENDED ENDED DECEMBER 31, 2000 SEPTEMBER 30,
2001 --------mmmmmme e s e eeme e ememmemmme o (DOLLARS 1IN
THOUSANDS, EXCEPT PER SHARE DATA) STATEMENT OF OPERATIONS
Net
REVENUES . ittt ittt ittt et $
3,192,808 $ 2,730,879 Operating profit
(10SS ) v ii i (536,887)
(210,420) Earnings (loss) from continuing
operations................ (323,965) (176,439) Earnings
(loss) before cumulative effect of accounting
ChaNge . . oo e s
(383,360) 341,408 Net earnings (loss) before preferred
dividend............. (383,360) 341,408 Net earnings
(loss) available to common stockholders...... (396,419)
331,613 LOSS PER SHARE FROM CONTINUING OPERATIONS

3 00 I o =Y
$ (0.81) $ (0.43) EARNINGS (LOSS) PER SHARE BEFORE
PREFERRED DIVIDEND EARNINGS

3 00 U o =Y
$ (0.95) $ .72 NET EARNINGS (LOSS) PER SHARE AVAILABLE TO
COMMON STOCKHOLDERS



$ (0.99) $ .70 ADJUSTED NET EARNINGS (LOSS) PER SHARE
AVAILABLE TO COMMON STOCKHOLDERS(A)

BaSIiC . v e s
$ (1.19) $ .91
DAidUted. ottt s
$ (1.19) $ .77 BALANCE SHEET DATA (END OF PERIOD) Working
capital. ... e e $
2,850,438 Total
ASSEES . it e e
12,898,455 Long-term obligations, net of current
maturities.......... 545,184 Minority
Interest. . i e s 972,025
Common stock exchangeable for preferred
interest.......... 1,347,646 Stockholders'
COUIEY . it e 7,382,974

(A) Adjusted net earnings per share is calculated assuming that Vivendi's
remaining 56.6 million USA common shares following completion of the
transactions are held in treasury for the purposes of determining shares
outstanding. USA's $1.75 billion face value Class B preferred interest in
the VUE Joint Venture is puttable and callable commencing on the 20th
anniversary of the completion of the transactions at its then accreted face
value for up to 56.6 million USA common shares held by Vivendi. Upon
exercise of the put or call, USA will cancel those shares. Note that if
USA's share price exceeds $41 per share, fewer than 56.6 million shares
would be cancelled. For instance, at a share price of $45, 51.4 million
shares would be cancelled. At a share price of $50, 46.2 million shares
would be cancelled. At the election of Universal, USA common shares to be
received by USA pursuant to the put or call can be substituted with cash
equal to the market value of those shares. If cash is substituted, it is
USA's intention to repurchase shares with the proceeds.
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UNAUDITED COMPARATIVE PER SHARE DATA FOR USA

In the table below, we provide you with historical per share financial
information for USA as of September 30, 2001 and for the twelve months ended
December 31, 2000. We also provide you with pro forma per share financial
information for USA as of September 30, 2001 and for the twelve months ended
December 31, 2000, giving effect to the transactions with Vivendi and other
transactions entered into by USA, including the Expedia transaction. The pro
forma financial information assumes that the respective transactions had been
completed on January 1, 2000 for income statement purposes and on September 30,
2001 for balance sheet purposes.

USA has not declared any cash dividends during this period and no shares of
USA preferred stock were outstanding during the periods presented.

It is important that when you read this information, you read along with it
the separate financial statements and accompanying notes of USA that are
incorporated by reference in this proxy statement. It is also important that you
read the pro forma combined financial information and accompanying notes that we
have included in this proxy statement starting on page 82 under "Unaudited Pro
Forma Combined Condensed Financial Statements of USA." You should not rely on
the unaudited pro forma financial information as an indication of the results of
operations or financial position that would have been achieved if the
transactions had taken place earlier or the results of operations or financial
position of USA after the completion of the transactions.

USA ACTUAL PRO FORMA(1) ---------- —==----omu-- BOOK
VALUE PER SHARE September 30,
200 L. .. e e e e $10.59
$17.98 December 31,
20 10 9.34

EARNINGS (LOSS) PER SHARE FROM CONTINUING OPERATIONS
Basic and diluted for the nine months ended September

(0.18) (0.43) Basic and diluted for the twelve months
ended December 31,
2000+ttt e (0.25)
(0.81) EARNINGS (LOSS) PER SHARE BEFORE CUMULATIVE
EFFECT OF ACCOUNTING CHANGE For the nine months ended
September 30, 2001..............



0.70 0.72 Basic and diluted for the twelve months ended
December 31,

2000 . st et (0.41)
(0.95) NET EARNINGS (LOSS) PER SHARE AVAILABLE TO
COMMON STOCKHOLDERS For the nine months ended September
30, 2001......0iinnnn.

3 0 T =
0.69 0.70 Basic and diluted for the twelve months ended
December 31,

(1) Pro forma information gives effect to the acquisition by USA of Expedia and
the proposed transactions between USA and Vivendi as well as acquisitions
made by USA and Expedia in 2000 and 2001. See "Unaudited Pro Forma Combined
Condensed Financial Statements of USA."
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CAUTIONARY STATEMENT CONCERNING FORWARD LOOKING STATEMENTS

This proxy statement and the other documents incorporated in this proxy
statement by reference contain "forward-looking statements" within the meaning
of the securities laws. The "forward-looking statements" include, among other
things, statements relating to our anticipated financial performance, business
prospects, new developments, new merchandising strategies and similar matters,
and/or statements preceded by, followed by or that include the words "believes,"
"could," "expects," "anticipates," "estimates," "intends," "projects," or
similar expressions. We have based these forward-looking statements on our
current expectations and projections about future events, based on the
information currently available to us. For those statements, we claim the
protection of the safe harbor for forward-looking statements contained in the
Private Securities Litigation Reform Act of 1995. These forward-looking
statements are subject to risks, uncertainties and assumptions that may affect
the operations, performance, development and results of our business. You are
cautioned not to place undue reliance on these forward-looking statements, which
speak only as of the date stated, or if no date is stated, as of the date of
this proxy statement. You should understand that the following important
factors, in addition to those discussed in the documents incorporated in this
document by reference, could affect our future results and could cause those
results to differ materially from those expressed in such forward-looking
statements:

- material adverse changes in economic conditions generally or in our
markets;

- future regulatory and legislative actions and conditions affecting our
operating areas;

- competition from others;
- successful integration of our divisions' management structures;
- product demand and market acceptance;

- the ability to protect proprietary information and technology or to obtain
necessary licenses on commercially reasonable terms;

- material changes in inflation;

- the ability to expand into and successfully operate in foreign markets;

- obtaining and retaining key executives and employees; and

- other risks and uncertainties as may be detailed from time to time in our

public announcements and filings with the Securities and Exchange
Commission.

We undertake no obligation to publicly update or revise any forward-looking
statements, whether as a result of new information, future events or any other
reason. In light of these risks, uncertainties and assumptions, the
forward-looking events discussed in this proxy statement may not occur.
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THE SPECIAL MEETING



GENERAL

We are mailing this proxy statement and the accompanying proxy card to
holders of USA common stock, USA Class B common stock and USA preferred stock in
connection with the solicitation of proxies by our board of directors for use at
the special meeting. We solicit proxies to give all stockholders on the record
date an opportunity to vote on matters that will come before the special
meeting. This procedure is necessary because stockholders live in all states and
abroad and many may not be able to attend the special meeting. You can vote or
let us vote your shares of USA common stock, USA Class B common stock and/or USA
preferred stock only if you are present in person or represented by proxy. A
proxy card is being provided to holders of USA common stock, USA Class B common
stock and USA preferred stock with this proxy statement. Information with
respect to the execution and revocation of proxies is provided under "--How You
Can Vote."

At the special meeting, we will ask holders of USA common stock, USA
Class B common stock and USA preferred stock eligible to vote to consider and
vote upon the approval of the transactions proposal. For more information, see
"The Transactions."

DATE, TIME AND PLACE OF THE SPECIAL MEETING,; RECORD DATE

The special meeting is scheduled to be held at a.m., local time, on
, , 2002, at . Our board of directors has fixed the close of
business on , 2002 as the record date for determination of holders of USA

common stock, USA Class B common stock and USA preferred stock entitled to
notice of and to vote at the special meeting. On the record date, there were

outstanding shares of USA common stock, shares of USA Class B common
stock and shares of USA preferred stock.
QUORUM

The presence, either in person or by proxy, of the holders of USA's
securities representing a majority of USA's voting power entitled to vote is
necessary to constitute a quorum at the special meeting. Shares of USA common
stock, USA Class B common stock or USA preferred stock represented by a properly
executed proxy will be treated as present at the special meeting for purposes of
determining a quorum, without regard to whether the proxy is marked as casting a
vote or abstaining. See "--Proxies; Revocability of Proxies; Cost of
Solicitation" for more information.

VOTES REQUIRED

The transactions proposal requires stockholder approval under the Delaware
General Corporation Law and under the rules of the National Association of
Securities Dealers, as further described below.

THE VOTE REQUIRED UNDER DELAWARE LAW

Because Vivendi is considered an "interested stockholder" under Section 203
of the Delaware General Corporation Law as a result of its acquisition of The
Seagram Company Ltd. in December 2000 (which held 42.5% of USA's equity on a
fully diluted basis at that time), the parties have agreed to obtain approval of
the transactions proposal by the affirmative vote of 66 2/3% of the outstanding
USA common stock and USA preferred stock (by vote and by number), voting
together as a single class, excluding the shares held by Vivendi, Liberty,

Mr. Diller and their respective affiliates. Due to the fact that all of the
outstanding shares of USA Class B common stock are held by Vivendi, Liberty,
Mr. Diller or their respective affiliates, votes cast in respect of any shares
of USA Class B common stock will not be counted for or against approval of the
transactions proposal for purposes of the vote required under the Delaware
General Corporation Law.
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THE VOTE REQUIRED UNDER NASD

Under the rules of the National Association of Securities Dealers, because,
in connection with the transactions, USA will be issuing to Universal (which
owns in excess of 5% of the outstanding USA common shares) equity warrants to
acquire USA common stock, which warrants, if exercised, would represent an
increase in outstanding USA common shares of at least 5%, approval of the
transactions proposal requires the affirmative vote of a majority of the votes
cast at the special meeting by the holders of USA common stock, USA Class B
common stock and USA preferred stock, voting together as a single class,
including any shares held by Vvivendi, Liberty, Mr. Diller and their respective
affiliates.

USA VOTING POWER



Each share of USA common stock entitles the holder to one vote per share,
each share of USA Class B common stock entitles the holder to ten votes per
share and each share of USA preferred stock entitles the holder to two votes per

share. As of , 2002, the directors and executive officers of USA (other
than Mr. Diller and the Liberty and Vivendi designees to the USA board of
directors) beneficially owned approximately % of the total voting power of

USA. Mr. Diller, through shares owned by him as well as the irrevocable proxy
over shares held by Universal and Liberty, granted to him under the Stockholders
Agreement, controls approximately % of the combined voting power of USA,
which is sufficient for stockholder approval of the transactions for purposes of
the National Association of Securities Dealers. USA will not complete the
transactions unless the transactions are approved both for purposes of Delaware
law and the rules of the National Association of Securities Dealers.

HOW YOU CAN VOTE

If you attend the special meeting, you may vote by ballot. However, many
stockholders may be unable to attend the special meeting. Therefore, our board
of directors is soliciting proxies so that each holder of USA common stock, USA
Class B common stock and USA preferred stock at the close of business on the
record date has the opportunity to vote on the transactions proposal.

You may vote your shares by proxy by marking your vote on the proxy card,
signing and dating it, and mailing it in the envelope provided. If you sign and
return your proxy card without specifying a choice, we will vote your shares in
favor of the transactions proposal. Abstentions marked on your proxy card and
broker non-votes are voted neither FOR nor AGAINST, but we count these shares in
determining a quorum for the proposals. Abstentions and broker non-votes have
the effect of a vote against the transactions proposal for purposes of Delaware
law. Abstentions and broker non-votes have no effect on the vote for the
transactions proposal for purposes of the rules of the National Association of
Securities Dealers.

A stockholder who has given a proxy may revoke it at any time before it is
exercised at the special meeting by (1) delivering to The Bank of New York a
written notice, bearing a date later than the proxy, stating that the proxy is
revoked, (2) signing and delivering a proxy relating to the same shares and
bearing a later date prior to the vote at the special meeting, or (3) attending
the special meeting and voting in person (although attendance at the special
meeting will not, by itself, revoke a proxy). You should send any written notice
or new proxy card to USA c/o The Bank of New York at the following address: USA
Networks, Inc., P.0. Box , New York, New York 10203. You may request a new
proxy card by calling our proxy solicitor, MacKenzie Partners, Inc., at
1-800-322-2885 (toll-free).

IF YOU HOLD YOUR SHARES THROUGH A BANK OR BROKER, FOLLOW THE VOTING
INSTRUCTIONS ON THE FORM YOU RECEIVE FROM YOUR BANK OR BROKER.

YOUR VOTE IS IMPORTANT. WE URGE YOU TO SUBMIT YOUR PROXY BY SIGNING AND
RETURNING THE ACCOMPANYING PROXY CARD WHETHER OR NOT YOU PLAN TO ATTEND THE
SPECIAL MEETING. Failure to vote will
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have the effect of a vote against the transactions proposal for purposes of
Delaware law. If you do attend the special meeting, you may vote by ballot,
thereby cancelling any proxy previously given.

COST OF SOLICITATION

We have retained MacKenzie Partners, Inc. for a fee of $17,500, plus
additional charges related to telephone calls and other services, to assist in
the solicitation of proxies. The cost of soliciting proxies will be borne by
USA. In addition to solicitations by mail, the officers, directors and a number
of regular employees of USA and its subsidiaries may solicit proxies in person
or by telephone.

RECOMMENDATION OF OUR BOARD OF DIRECTORS
YOUR BOARD OF DIRECTORS BELIEVES THAT THE TRANSACTIONS ARE IN YOUR BEST
INTERESTS AND USA'S BEST INTERESTS AND RECOMMENDS, BY THE UNANIMOUS VOTE OF ALL
DIRECTORS (OTHER THAN DIRECTORS AFFILIATED WITH VIVENDI, NONE OF WHOM WAS
PRESENT AT THE BOARD MEETING), THAT YOU VOTE FOR THE TRANSACTIONS PROPOSAL.
17
THE TRANSACTIONS

The description of the material terms of the transactions set forth below is
not intended to be a complete description of the transactions. We qualify this



description by reference to the transaction documents, which we have attached as
appendices to this proxy statement. We encourage all stockholders to read these
documents in their entirety.

STRUCTURE OF THE TRANSACTIONS

USA has agreed to effect a series of transactions in which the following
will occur:

Vivendi and USA will create the VUE Joint Venture in which Vivendi and its
subsidiaries, USA and its subsidiaries and Mr. Diller will have common
ownership interests of 93.06%, 5.44% and 1.5%, respectively.

USA and its subsidiaries will contribute its ownership interest in the USA
Entertainment Group, consisting of USA Cable, USA Films and Studios USA,
to the VUE Joint Venture.

Universal will contribute the Universal Entertainment Group, consisting of
Universal's film, television and theme park businesses, as well as the
remaining interest in the USA Entertainment Group that it received in
exchange for cancellation of its LLC shares, to the VUE Joint Venture.

As members of the VUE Joint Venture, USA and its subsidiaries will receive
the following:

approximately $1.62 billion in cash, debt-financed by the VUE Joint
Venture, which will be subject to tax-deferred treatment for a 15-year
period;

a $750 million face value Class A preferred interest in the VUE Joint
Venture, with a 5% annual paid-in-kind dividend and a 20-year term, to
be settled in cash at its then face value at maturity;

a $1.75 billion face value Class B preferred interest in the VUE Joint
Venture, with a 1.4% annual paid-in-kind dividend, a 3.6% annual cash
dividend, callable and puttable after 20 years, to be settled by
Universal at its then face value with a maximum of approximately

56.6 million USA common shares, provided that Universal may substitute
cash in lieu of shares of USA common stock (but not USA Class B common
stock), at its election; and

a 5.44% common interest in the VUE Joint Venture, generally callable by
Universal after five years and puttable by USA after eight years, which
may be settled in either Vivendi stock or cash, at Universal's
election.

- In exchange for Universal agreeing to enter into certain commercial

arrangements and for other valuable consideration, USA will issue to
Universal ten-year warrants to acquire shares of USA common stock as
follows:

24,187,094 shares at $27.50 per share;
24,187,094 shares at $32.50 per share; and

12,093,547 shares at $37.50 per share.

- Liberty will exchange 7,079,726 LLC shares for shares of USA common stock,

after which the exchange agreement relating to the LLC shares will
immediately terminate. Liberty will then transfer to Universal 25,000,000
shares of USA common stock and to Vivendi 38,694,982 LLC shares, as well
as the assets and liabilities of Liberty Programming France (which consist
primarily of 4,921,250 shares of multiThematiques), in exchange for
37,386,436 Vivendi ordinary shares.

- USANi LLC will cancel LLC shares currently exchangeable into 320,856,512

- Mr.
1.5% profit sharing percentage in return for his agreeing to specified
non-competition provisions and agreeing to serve as the chairman and chief
executive officer of the VUE Joint Venture.

USA common shares, representing all of the LLC shares then owned by
Universal (including all the LLC shares acquired from Liberty in
accordance with the Vivendi/Liberty Merger Agreement), in
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exchange for the distribution of interests in certain of USANi LLC's
subsidiaries comprising part of the USA Entertainment Group.

Diller will receive a common interest in the VUE Joint Venture with a

- USA and Mr. Diller have agreed that they will not compete with Vivendi's



television and filmed entertainment businesses (including the VUE Joint
Venture) for a minimum of 18 months.

BACKGROUND OF THE TRANSACTIONS

Beginning in September 2001, management of USA and Vivendi spoke informally
regarding their companies and discussed, at a general level, whether there was
any interest in a possible strategic transaction involving the entertainment
assets of each of USA and Universal. These discussions evolved into discussions
in which senior management from USA and Vivendi discussed creating a joint
venture between USA and Vivendi, with USA contributing the USA Entertainment
Group and Vivendi contributing the Universal Entertainment Group.

In early November 2001, USA's management contacted the disinterested members
of the USA board of directors, as well as Wachtell, Lipton, Rosen & Katz
("wachtell"), special counsel to USA, and Allen & Company Incorporated
("Allen & Co."), USA's financial advisor, to inform them of the preliminary
discussions that USA and Vivendi were having. USA's management had multiple
discussions with its advisors to review possible transaction structures. Under
certain of the proposals under discussion, Vivendi would have purchased a
portion of the USA shares owned by Mr. Diller at a premium to market. However,
Mr. Diller concluded that the long-term prospects for USA following the
transactions made it unattractive for him to sell any portion of his USA shares
even at a premium to current market, and therefore determined not to sell any of
his USA shares.

Subsequently, management of Vivendi and USA also separately contacted
Liberty's management to inform them of the ongoing discussions. Under the
existing Governance Agreement, each of Liberty, Vivendi and Mr. Diller has veto
rights over the proposed transactions or any other disposition by USA of its
entertainment businesses.

From the beginning, each party to the negotiations had certain preconditions
to proceeding. On Vivendi's part, Vivendi insisted that Mr. Diller must agree to
non-competition provisions with the entertainment businesses (non-competition
provisions were also required from USA), to manage the VUE Joint Venture, with
Vivendi ultimately in control, under terms that would sufficiently incentivize
him in managing the VUE Joint Venture, and to a personal standstill with Vivendi
(including a prohibition on Mr. Diller's involvement with others in any actions
to acquire control of Vivendi). On USA's part, in addition to seeking to ensure
that any transaction was financially in the best interests of USA and its
stockholders, USA insisted that both Vivendi and Liberty agree to relinquish
their veto rights over "fundamental matters" as set forth in the current
Governance Agreement, that any transaction must provide full value for USA's
contribution to the joint venture and have minimal "outs", and that any
transaction must achieve long-term tax deferral of gain for USA while also
permitting USA to receive a substantial amount of cash immediately. On Liberty's
part, Liberty insisted that it receive from Vivendi a premium for the sale of
its interest in multiThematiques, S.A., a French venture in which Vivendi
already participates, that it retain "fundamental matter" veto rights if USA
became a highly leveraged entity in the future and that the transactions
contemplated by the Transaction Agreement and those contemplated by the
Vivendi/Liberty Merger Agreement be conditioned upon each other. On
Mr. Diller's part, Mr. Diller insisted that he retain voting control of USA
through the proxies on USA shares owned by Vivendi and Liberty, that
"fundamental matter" veto rights of Vivendi and Liberty be eliminated and that
his agreement to manage the VUE Joint Venture be "at will."
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Later in November 2001, USA, Vivendi and their respective advisors held
extensive discussions regarding the terms and structure of a proposed
transaction. These discussions grew increasingly frequent and substantive in
nature. Also, the disinterested directors informally held discussions and
contacted independent legal and financial advisors to represent them should the
parties' discussions reach a point that a special committee became necessary or
advisable. USA and Vivendi began to exchange drafts of various transaction
documents during the first week of December 2001.

On December 4, 2001, USA's board of directors formally appointed a special
committee to participate in the negotiation of the transactions, evaluate the
transactions on behalf of USA and its public stockholders and make a
recommendation to USA's board of directors regarding the transactions. The
special committee consisted of William Savoy, Anne Busquet, General H. Norman
Schwarzkopf and Paul Allen, each of whom was determined to be an independent
director for purposes of evaluating the transactions as none of them had any
material relationship with Vivendi, Liberty, Mr. Diller or their affiliates, or
any personal interest in the transactions that diverges from the interests of
USA's stockholders generally. The special committee retained Morris, Nichols,
Arsht & Tunnell ("Morris Nichols") as its legal advisor and Bear, Stearns & Co.
("Bear Stearns") as its financial advisor. The special committee met formally on



December 4, December 11, December 14 and December 16, 2001, and in between
meeting dates members of the special committee participated directly and through
their advisors in an ongoing review of the developing transactions.

On December 4, 2001, at the first meeting of the special committee, USA's
management provided the special committee with background information regarding
the transactions, presented management's views of the transactions and described
a variety of unresolved issues with respect to the transactions. In addition,
representatives from Wachtell described the negotiations to date. Next, members
of management and representatives from Wachtell left the meeting, and Allen &
Co. updated the special committee on the status of the negotiations. Allen & Co.
also informed the special committee, which was subsequently confirmed by Bear
Stearns, that Vivendi had informed USA that it would not consent to any proposed
transaction involving a sale of USA or the USA Entertainment Group to a third
party. Following its presentation, representatives from Allen & Co. left the
meeting, and representatives from Morris Nichols described the fiduciary duties
of the members of the special committee. Next, representatives from Bear Stearns
discussed the financial issues regarding the transactions and described the due
diligence that Bear Stearns had conducted to date.

The special committee convened again on December 11, 2001 to receive an
update on the status of the parties' negotiations and discuss legal and
financial issues with its advisors. The committee discussed particular terms of
the transactions, including the indemnification provisions contained in the
draft Transaction Agreement (under which USA would indemnify Vivendi for
breaches of USA's representations and warranties) and an expense reimbursement
proposed to be payable to Vivendi in the event that the transactions were
abandoned at Vivendi's behest as a result of the USA board of directors or any
committee of the USA board of directors withdrawing or modifying its approval or
recommendation of the transactions, which would be capped at $30 million.
Members of the special committee expressed their views that USA's
indemnification obligations should be limited and articulated concern that a
$30 million cap on the expense reimbursement was too high. Members of the
special committee also discussed a proposed provision that, with some
modifications, in effect would have required USA to assume an obligation similar
to that of Universal under the terms of the existing Stockholders Agreement to
purchase shares of USA common stock owned by Mr. Diller during the one-year
period following such time as Mr. Diller no longer serves as chief executive
officer of USA, which we refer to as the "Diller Put."

Under the terms of the existing Stockholders Agreement, the Diller Put
obligation is required to be assumed by any party that acquired the USA shares
held by Universal, which under the proposed transactions may be deemed to be
acquired by USA. The Diller Put has a one-year term, and the per share price is
determined based on the market price of USA common stock either prior to the
announcement that Mr. Diller no longer serves as chief executive officer of USA
or prior to the
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exercise of the Diller Put, depending on when Mr. Diller exercised the Diller
Put. Under the proposal, in lieu of being obligated to purchase Mr. Diller's
shares as required under the Stockholders Agreement as a condition to the
transfer by Universal of its USA stock interest to USA, USA would have been
required to make Mr. Diller whole for any market discount he suffered upon a
sale of his shares based on the pre-announcement price as set forth in the
Stockholders Agreement. Following discussions between the advisors to the
special committee and Wachtell, the proposal relating to the Diller Put was
withdrawn, and Mr. Diller waived the requirement for USA to assume Universal's
obligation under the Diller Put.

The special committee next met on December 14, 2001 to receive an update and
consider the status of the negotiations, including the outstanding issues
between USA, Vivendi and Liberty. Representatives from Wachtell indicated that
Vivendi had agreed to reduce the $30 million cap on the expense reimbursement to
up to $15 million in documented expenses and that, also in response to concerns
expressed by the special committee, Mr. Diller had agreed to withdraw the
proposal relating to the Diller Put and waive the requirement that USA assume
Universal's obligation under the Diller Put, which proposal was estimated by
Bear Stearns to have had a value of $300 to $400 million. During the
December 11, 2001 meeting, the special committee also focused on the scope and
duration of the proposed non-compete for USA and Mr. Diller (which at that time
was proposed by Vivendi to remain in effect from the closing of the transactions
until 18 months following the time that USA no longer held a common interest in
the VUE Joint Venture). At the special committee's request, Mr. Diller discussed
his intended management role with USA, assuming completion of the transactions.
Next, representatives from Wachtell left the meeting, and Bear Stearns reviewed
the status of the transactions and certain financial analyses. Following the
presentation by Bear Stearns, representatives from Morris Nichols reviewed the
$15 million expense reimbursement provision and other open legal points. The
special committee agreed that the $15 million expense reimbursement provision



was reasonable.

Over the course of the discussions/negotiations, the special committee's
legal and financial advisors, for the most part, communicated the special
committee's views to USA's legal and financial advisors who negotiated those
points and others directly with Vivendi's legal and financial advisors. The
special committee's legal and financial advisors at times also engaged in direct
discussions/negotiations with Vivendi's legal and financial advisors. In
addition, Mr. Savoy, on behalf of the special committee, on occasion discussed
matters directly with Mr. Diller. While neither USA management nor the special
committee participated in negotiations relative to the financial terms of the
Vivendi/Liberty transaction, USA was concerned that, given that the USA/Vivendi
transaction would be conditioned on the Vivendi/Liberty transaction,
consummation of the Vivendi/Liberty transaction must be highly certain, and USA
did negotiate to obtain assurance on that point. The discussions among all
parties culminated on the weekend of December 15-16, 2001, during which time the
transaction agreements were finalized.

On December 16, 2001, the special committee held a meeting to consider the
transactions. At the meeting, USA management reported to the special committee
on the course of negotiations relating to the transactions, discussed with the
special committee the potential benefits and risks of the transactions, and
responded to questions from the members of the special committee. In addition,
representatives from Wachtell reviewed with the members of the special committee
the principal terms and conditions of each of the transaction documents,
including the Transaction Agreement, the Partnership Agreement, the Amended and
Restated Governance Agreement, the Amended and Restated Stockholders Agreement,
the Warrant Agreement and the Vivendi/Liberty Merger Agreement, as well as tax,
regulatory and other legal matters relating to the transactions. Representatives
from wWachtell also reported that Vivendi had agreed, in response to the special
committee's concerns regarding USA's indemnification obligations for breaches of
USA's representations and warranties, to increase the deductible to
$150 million with respect to those obligations.

Next, Bear Stearns discussed various analyses relating to the transactions
and responded to questions from the directors regarding the manner and
conclusion of its analyses. Following its presentation, Bear Stearns rendered an
oral opinion that, as of December 16, 2001, the consideration
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to be received by USA in the transactions was fair, from a financial point of
view, to the stockholders of USA other than Vivendi, Liberty, Mr. Diller and
their affiliates. The special committee subsequently received the written
opinion of Bear Stearns confirming its oral opinion at the special committee
meeting. Following discussion by the special committee, and subject to
finalization of the necessary documentation, the special committee unanimously
declared the Transaction Agreement advisable; determined that the terms of the
transactions are fair to and in the best interests of the stockholders of USA,
other than Vivendi, Liberty, Mr. Diller and their affiliates; and recommended
that the USA board of directors approve the transactions and declare the
advisability of the Transaction Agreement.

On December 16, 2001, following the meeting of the special committee, USA's
board of directors (other than directors affiliated with Vivendi) held a special
meeting to consider the transactions. At the meeting, USA management reported to
the USA board of directors on the course of negotiations relating to the
transactions, discussed with the directors the potential benefits and risks of
the transactions, and responded to questions from the directors. In addition,
representatives from Wachtell reviewed with the USA board of directors the
principal terms and conditions of each of the transaction documents, including
the Transaction Agreement, the Partnership Agreement, the Amended and Restated
Governance Agreement, the Amended and Restated Stockholders Agreement, the
Warrant Agreement and the Vivendi/Liberty Merger Agreement, as well as tax,
regulatory and other legal matters relating to the transactions. Wachtell also
noted for USA's board that the parties had come to agreement on the terms of the
non-compete applicable to USA and Mr. Diller as reflected in the definitive
documents.

Next, Allen & Co. discussed various analyses relating to the transactions
and responded to questions from the directors regarding the manner and
conclusion of its analyses. Following its presentation, Allen & Co. rendered an
oral opinion that, as of December 16, 2001, the consideration to be received by
USA pursuant to the transactions was fair, from a financial point of view, to
USA. The USA board of directors subsequently received the written opinion of
Allen & Co. confirming their oral opinion at the USA board meeting. Following
discussion by the board of directors, and subject to finalization of the
necessary documentation, the board of directors determined that the transactions
are advisable, fair to, and in the best interests of, the USA stockholders and
recommended, by the unanimous vote of all directors (other than directors
affiliated with Vvivendi, none of whom was present at the board meeting), that



the USA stockholders approve the transactions.

On December 16, 2001, the parties executed the Transaction Agreement, the
Amended and Restated Governance Agreement and the Amended and Restated
Stockholders Agreement, and Vivendi, Liberty and certain of their respective
affiliates executed the Vivendi/Liberty Merger Agreement, copies of which are
attached as Appendices A, C, D and F to this proxy statement. On December 17,
2001, USA issued a press release announcing the execution of the Transaction
Agreement.

REASONS FOR THE TRANSACTIONS

In view of the wide variety of factors considered in connection with their
evaluation of the transactions, the special committee and the USA board of
directors did not find it practicable to, and did not, quantify or otherwise
attempt to assign relative weights to the specific factors each considered in
reaching its determinations.

We do not intend for the following discussion of the information and factors
considered by the special committee and the USA board of directors to be
exhaustive. We believe the discussion includes all material factors that the
special committee and the USA board of directors considered.

USA SPECIAL COMMITTEE

In reaching its decision to recommend that the USA board of directors
approve the Transaction Agreement, the related transaction documents and the
transactions and declare the advisability of the

22

same, the special committee consulted with USA's management as well as its legal
counsel and its financial advisor and carefully considered the following
material factors:

- PREMIUM TRANSACTION. The consideration that USA will receive for the USA
Entertainment Group represents a significant premium to the consideration
that USA paid for the businesses comprising the USA Entertainment Group
(approximately three times the value paid in 1998). The consideration
received by USA includes USA common shares owned by Vivendi that have
appreciated in value significantly since 1998.

- PARTICIPATION IN THE FUTURE OF THE VUE JOINT VENTURE. USA will have the
opportunity to participate, through its 5.44% common interest, in the
future of the VUE Joint Venture.

- BEAR STEARNS' FAIRNESS OPINION. Bear Stearns provided an oral opinion,
subsequently confirmed in writing, to the effect that, as of December 16,
2001, the consideration to be received by USA in the transactions is fair,
from a financial point of view, to the stockholders of USA other than
Vivendi, Liberty, Mr. Diller and their affiliates.

- LIMITED CONDITIONS TO CONSUMMATION. The obligation of Vivendi to
consummate the transactions is subject to a limited number of conditions,
with no financing condition. Moreover, Vivendi has the financial resources
to consummate the transactions expeditiously.

- STRATEGIC ALTERNATIVES. USA's management advised the special committee
that in order to remain fully competitive in a rapidly consolidating
industry, the USA Entertainment Group would need to grow through
acquisitions and that although it continuously evaluates potential
acquisition targets, USA's management had not identified entertainment
assets of the size, caliber and fit necessary to meaningfully improve the
competitive position of the USA Entertainment Group that were available at
a reasonable price. USA management advised the special committee that a
sale of the USA Entertainment Group made strategic sense. Furthermore, in
determining to recommend the transactions, the special committee took into
account the fact that USA could not effect a sale of the USA Entertainment
Group or any substantial acquisition on behalf of the USA Entertainment
Group without the prior approval of Vivendi and Liberty and that either
Vivendi or Liberty could effectively veto any such transaction under the
terms of the current Governance Agreement and the current Stockholders
Agreement. The special committee also considered Vivendi's position that
Vivendi would veto any proposed transaction involving a sale of USA or the
USA Entertainment Group to a third party.

- CONCENTRATED EMPHASIS ON INTEGRATED INTERACTIVITY. The transactions
present an opportunity for USA to emphasize its leadership role in
integrated interactivity, including ticketing, online travel, online
dating, teleservices, electronic retailing and other interactive commerce
services, where USA can engage in multiple forms of electronic commerce at



scale, and which USA believes to be an area of faster growth opportunities
than the business of the USA Entertainment Group. The transactions will
give USA Interactive greater financial and operating strength to help
realize growth opportunities in the future in electronic commerce,
including through acquisitions.

- ESTABLISHING AN INDEPENDENT USA. The transactions will significantly
increase the independence of USA. The Amended and Restated Governance
Agreement, which will become effective at the closing of the transactions,
eliminates altogether the veto rights that Vivendi currently has with
respect to USA's actions. Moreover, the Amended and Restated Governance
Agreement significantly limits the veto rights that Liberty and
Mr. Diller will have with respect to USA's actions. In particular,
following completion of the transactions, most of Liberty's and
Mr. Diller's veto rights, including with respect to significant
acquisitions and dispositions by USA and amendments to USA's charter, will
exist only if USA's debt to income ratio equals or exceeds 4:1 for a
continuous twelve-month period. Currently, Vivendi, Liberty and
Mr. Diller possess veto rights irrespective of whether or not USA
satisfies any financial ratio test. Accordingly, upon completion of the
transactions, USA believes that it will have a great deal more flexibility
to pursue its growth.
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- OTHER BUSINESS ARRANGEMENTS. USA and Universal agreed to enter into a
series of strategic and commercial alliances with one another covering
each party's transactional and internet businesses and to negotiate in
good faith to arrange for the VUE Joint Venture to provide to USA
programming distribution for the Home Shopping Network and other USA
transactional services.

- SIMPLIFICATION OF USA'S CAPITAL STRUCTURE. The transactions will allow USA
to simplify and streamline its capital structure by eliminating all of the
currently exchangeable LLC shares held by Universal, Liberty and their
affiliates. USANi LLC has been a non-wholly owned subsidiary of USA since
its formation in connection with the Universal transaction in 1998 (in
which USA acquired the television entertainment assets of Universal). USA
management advised the special committee that it believed these changes
would significantly benefit USA by facilitating greater understanding by
the financial community of USA and its stock value.

- POSSIBLE CONFLICTS OF INTEREST. The special committee took into account
the possible conflicts of interest of certain directors and members of
management of USA as well as Vivendi and Liberty. For a discussion of
these possible conflicts of interest, see "Interests of Officers and
Directors in the Transactions."

- ROLE OF MR. DILLER. Following completion of the transactions, Mr. Diller
will serve as chairman and chief executive officer of each of USA and the
VUE Joint Venture.

- DECREASED DIVERSIFICATION AND SMALLER SIZE. Following completion of the
transactions, USA will be a smaller and less diversified company. As a
more focused company, USA's earnings will be more closely tied to a less
diversified portfolio of assets and as a result USA securities may be
subject to greater volatility.

USA BOARD OF DIRECTORS

In reaching its decision to recommend that USA stockholders approve the
transactions proposal, the USA board of directors consulted with USA's
management as well as its legal counsel and its financial advisor and carefully
considered the following material factors:

- The conclusions and recommendation of the special committee;

- The factors referred to above as having been taken into account by the
special committee; and

- USA's board of directors having received an opinion from Allen & Co. that,
as of December 16, 2001, the consideration to be received by USA in the
transactions was fair, from a financial point of view, to USA.

The USA board of directors, including the members of the special committee,
believes that the transactions are procedurally fair because, among other
things:

- The special committee consisted of independent directors appointed to
represent the interests of USA's stockholders, other than Vivendi,
Liberty, Mr. Diller and their affiliates;



- The special committee retained and was advised by it own independent legal
counsel;

- The special committee retained and was advised by Bear Stearns, as its
independent financial advisor, to assist in evaluating a potential
transaction with Vivendi; and

- Under Delaware law, because Vivendi is considered an "interested
stockholder," the parties agreed to obtain approval of the transactions
proposal by the affirmative vote of 66 2/3% of the outstanding USA voting
stock, excluding any shares held by Vivendi, Liberty, Mr. Diller and their
affiliates.
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RECOMMENDATION OF THE SPECIAL COMMITTEE AND THE USA BOARD OF DIRECTORS
SPECIAL COMMITTEE
On December 16, 2001, the special committee:

- declared the Transaction Agreement, the other related transaction
documents and the transactions advisable;

- determined that the terms of the transactions are fair to and in the best
interests of USA's stockholders, other than Vivendi, Liberty, Mr. Diller
and their affiliates; and

- recommended that the USA board of directors approve the Transaction
Agreement, the other related transaction documents and the transactions,
and that the USA board of directors declare the advisability of the same.

USA BOARD OF DIRECTORS
On December 16, 2001, the USA board of directors:

- approved the Transaction Agreement, the other related transaction
documents and the transactions, and declared the advisability of the same;

- determined that the terms of the Transaction Agreement, the related
transaction documents and the transactions are fair to and in the best
interests of the USA stockholders;

- directed that the Transaction Agreement, the related transaction documents
and the transactions be submitted to a vote at a meeting of USA's
stockholders to be held as promptly as practicable following the date of
the Transaction Agreement; and

- recommended that USA's stockholders approve the Transaction Agreement, the
other related transaction documents and the transactions.

OPINION OF THE FINANCIAL ADVISOR TO THE SPECIAL COMMITTEE

Bear Stearns has rendered a fairness opinion to the special committee of the
board of directors of USA in connection with the transactions. Bear Stearns is
an internationally recognized investment banking firm that has substantial
experience in transactions similar to the transactions. Bear Stearns, as part of
its investment banking business, is continuously engaged in the valuation of
businesses and their securities in connection with mergers and acquisitions,
negotiated underwritings, competitive biddings, secondary distributions of
listed and unlisted securities, private placements and other transactions. The
special committee retained Bear Stearns based on its qualifications, expertise
and reputation in providing advice to companies with respect to transactions
similar to the transactions and because it is familiar with USA's business.

In connection with Bear Stearns' engagement, the special committee requested
that Bear Stearns evaluate whether the consideration to be received by USA in
the transactions is fair, from a financial point of view, to the stockholders of
USA other than Vivendi, Liberty, Mr. Diller and their affiliates. The
consideration to be received in the transactions includes (1) a total of
approximately 320.9 million LLC shares (which are currently exchangeable for USA
common shares) held by Universal (including LLC shares that will be acquired by
Universal from Liberty prior to the closing of the transactions), which will be
cancelled by USA, (2) 5.44% of the outstanding common interests in the VUE Joint
Venture, (3) a Class A preferred interest in the VUE Joint Venture with an
initial face value of $750 million, (4) a Class B preferred interest in the VUE
Joint Venture with an initial face value of $1.75 billion, and (5) a cash
distribution from the VUE Joint Venture of approximately $1.62 billion. On
December 16, 2001 Bear Stearns delivered its oral opinion to the special
committee that, as of December 16, 2001, the consideration to be received in the



transactions was fair, from a financial point of view, to the stockholders of
USA other than Vivendi, Liberty, Mr. Diller and their affiliates. Bear
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Stearns subsequently confirmed its oral opinion by delivery of its written
opinion dated December 16, 2001.

The full text of the written opinion of Bear Stearns, dated December 16,
2001, which contains the assumptions made, matters considered and limitations on
the review undertaken in connection with the opinion, is attached as Appendix G
to this proxy statement and is incorporated by reference in this proxy
statement. You should read the opinion carefully in its entirety. The opinion
was directed to the special committee for its information in connection with its
consideration of the transactions and relates only to whether the consideration
to be received by USA in the transactions is fair, from a financial point of
view, to the stockholders of USA other than Vivendi, Liberty, Mr. Diller and
their affiliates.

In the course of performing its review and analyses for rendering its
opinion, Bear Stearns has:

- reviewed the drafts dated December 16, 2001 of (1) the Transaction
Agreement, (2) the form of the Partnership Agreement, and (3) the form of
the Warrant Agreement, which we collectively refer to as the "transaction
agreements";

- reviewed the terms and conditions of proposed agreements involving
Vivendi, Universal, Mr. Diller and Liberty, including the drafts dated
December 16, 2001 of (1) the Amended and Restated Stockholders Agreement,
(2) the Amended and Restated Governance Agreement, and (3) the
Vivendi/Liberty Merger Agreement;

- reviewed (1) the Investment Agreement, dated as of October 19, 1997, as
amended and restated as of December 18, 1997, among Universal, USA, Home
Shopping Network, Inc. and Liberty, (2) the Governance Agreement, dated as
of October 19, 1997, among USA, Universal, Liberty and Mr. Diller,

(3) the Stockholders Agreement, dated as of October 19, 1997 among
Universal, Liberty, Mr. Diller, USA and Vivendi (as successor in interest
to The Seagram Company Ltd.), (4) the Amended and Restated Limited
Liability Company Agreement of USANi LLC, dated as of February 12, 1998,
among the members of USANi LLC, and (5) the Spinoff Agreement, dated as of
October 19, 1997, between Liberty and Universal;

- reviewed USA's Annual Reports to Stockholders and Annual Reports on
Form 10-K for the years ended December 31, 1998 through 2000, its
Quarterly Reports on Form 10-Q for the periods ended March 31, 2001,
June 30, 2001 and September 30, 2001, and its Reports on Form 8-K for the
three years ended December 16, 2001;

- reviewed Ticketmaster's Annual Reports to Stockholders and Annual Reports
on Form 10-K for the years ended December 31, 1998 through 2000, its
Quarterly Reports on Form 10-Q for the periods ended March 31, 2001,

June 30, 2001 and September 30, 2001, its Reports on Form 8-K for the
three years ended December 16, 2001, and the Information Statement
relating to the combination of Ticketmaster Corporation and Ticketmaster
Online-Citysearch, Inc. (the predecessor to Ticketmaster) on January 31,
2001;

- reviewed Hotel Reservations Network, Inc.'s Annual Report to Stockholders
and Annual Report on Form 10-K for the year ended December 31, 2000, its
Quarterly Reports on Form 10-Q for the periods ended March 31, 2001,

June 30, 2001 and September 30, 2001, its Reports on Form 8-K for the
period from March 2, 2000 to December 16, 2001, and Registration Statement
on Form S-1 relating to Hotel Reservations Network, Inc.'s initial public
offering completed on March 1, 2000;

- reviewed Styleclick, Inc.'s Annual Report to Stockholders and Annual
Report on Form 10-K for the year ended December 31, 2000, its Quarterly
Reports on Form 10-Q for the periods ended March 31, 2001, June 30, 2001
and September 30, 2001, its Reports on Form 8-K for the period from
August 11, 2000 to December 16, 2001, the Registration Statement on
Form S-4 relating to the acquisition of a controlling interest in
Styleclick, Inc. by USA on June 27, 2001 and the
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Amended and Restated Agreement and Plan of Merger, dated as of March 23,

2000, by and among Styleclick.com Inc., Internet Shopping Network LLC, and
USANi Sub LLC;



reviewed Expedia, Inc.'s Annual Reports to Stockholders and Annual Reports
on Form 10-K for the fiscal years ended June 30, 1999 through 2000 and the
Amended and Restated Agreement and Plan of Recapitalization and Merger,
dated as of July 15, 2001, among USA, Expedia, Inc., Taipei, Inc.,
Microsoft Corporation and Microsoft E-Holdings, Inc., and the Registration
Statement on Form S-4 relating to the transactions contemplated by the
Expedia Merger Agreement;

reviewed Vivendi's Annual Reports to Stockholders for the years ended
December 31, 1998 through 2000, Annual Report on Form 20-F for the year
ended December 31, 2000, Reports on Form 6-K filed on or prior to
December 16, 2001 and Registration Statement on Form F-4 relating to the
combination of Vivendi, Canal Plus S.A. and The Seagram Company Ltd. on
December 8, 2000;

reviewed certain operating and financial information provided by
management of USA, including (1) management's forecast for the year ended
December 31, 2001, projections for the two years ending December 31, 2003
and management's guidance for the calendar years ending 2004 through 2006
relating to USA Network, the SCI FI Channel and HSN's U.S. and German
operations, (2) management's forecast for the year ended December 31,
2001, projections for the three years ending December 31, 2004 and
guidance from management for calendar year 2005 and thereafter relating to
Studios USA, (3) management's forecast for the year ended December 31,
2001, management's budget for the year ended December 31, 2002 and
management's financial summary of each film over its projected life, which
we refer to as "Ultimates," as of December 4, 2001 relating to USA Films,
(4) management's forecast for the year ended December 31, 2001,
management's business plan for the four years ending December 31, 2005
relating to the Newsworld International and Trio cable networks and
management's guidance for December 31, 2005 Newsworld International
subscribers and December 31, 2006 Trio subscribers, and (5) management's
forecast for the year ended December 31, 2001 and projections for the two
years ending December 31, 2003 relating to Ticketmaster, Expedia, Hotel
Reservations Network, and Precision Response Corporation (which, including
HSN, make up the "USA Interactive Group");

reviewed certain operating and financial information provided by
management of Vivendi, including management's forecast for the year ended
December 31, 2001 and projections for the three years ending December 31,
2004 provided by management of Vivendi relating to the businesses and
prospects of the Universal Entertainment Group;

met with certain members of USA's senior management to discuss the
expected effects of the separation of the USA Entertainment Group and the
USA Interactive Group;

met with certain members of USA's and Vivendi's senior management to
discuss the businesses, operations, historical and projected financial
results and future prospects of the USA Entertainment Group and the USA
Interactive Group and the Universal Entertainment Group, respectively;

reviewed the historical prices, trading multiples and trading volumes of
the shares of common stock of USA, Ticketmaster, Hotel Reservations
Network, Styleclick and Expedia;

reviewed publicly available financial data, stock market performance data
and trading multiples of companies that Bear Stearns deemed generally
comparable to USA's constituent businesses and the Universal Entertainment
Group;

reviewed various Wall Street research reports for USA, its constituent
businesses and Universal;

performed discounted cash flow analyses based on the projections for
certain USA businesses and the Universal Entertainment Group that were
furnished to Bear Stearns;
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reviewed the pro forma financial results, financial condition and
capitalization of USA and the VUE Joint Venture giving effect to the
transactions;

reviewed the terms and conditions of (1) the Class A preferred interest
and the Class B preferred interest in the VUE Joint Venture and (2) the
warrants to be issued to Universal in connection with the transactions;
and

conducted such other studies, analyses, inquiries and investigations as
Bear Stearns deemed appropriate.



Bear Stearns relied upon and assumed, without independent verification, the
accuracy and completeness of the financial and other information, including
without limitation the projections provided to Bear Stearns by USA and Vivendi.
With respect to the projected financial results of the USA Entertainment Group,
the USA Interactive Group, and the Universal Entertainment Group, Bear Stearns
has assumed that they have been reasonably prepared on bases reflecting the best
currently available estimates and judgments of the respective senior management
teams of USA and Vivendi as to the expected future performance of the USA
Entertainment Group and the USA Interactive Group and the Universal
Entertainment Group, respectively. Bear Stearns has not assumed any
responsibility for the independent verification of any such information or of
the projections provided to Bear Stearns, and Bear Stearns has further relied
upon the assurances of the senior management of USA and Vivendi that they are
unaware of any facts that would make the information and projections provided to
Bear Stearns incomplete or misleading.

In arriving at its opinion, Bear Stearns has not performed or obtained any
independent appraisal of the assets or liabilities (contingent or otherwise) of
the USA Entertainment Group, the USA Interactive Group and the Universal
Entertainment Group, nor has Bear Stearns been furnished with any such
appraisals. Bear Stearns has relied, with the consent of the special committee,
on the statements made by Vivendi indicating that it would not consent to any
proposed transaction involving a sale of USA or the USA Entertainment Group to a
third party, and Bear Stearns was not requested to solicit, and Bear Stearns did
not solicit, interest from any third party with respect to an acquisition of USA
or the USA Entertainment Group. Bear Stearns has assumed, without independent
verification, that for U.S. federal income tax purposes, any gain realized by
USA, USANi LLC, or the VUE Joint Venture upon consummation of the transactions
will be tax deferred, and in particular no gain or loss will be recognized by
USA, USANi LLC or the VUE Joint Venture as a result of (1) the distribution of
the USANi Distributed Interests (as defined in the Transaction Agreement) by
USANi LLC to Universal, (2) the issuance to Universal of equity warrants to
acquire USA common stock, (3) the cancellation of the LLC shares (including the
shares received from Liberty) held by Universal, (4) the contribution of the USA
Entertainment Group to the VUE Joint Venture, (5) USA's receipt of the Class A
preferred interest, the Class B preferred interest and the common interests of
the VUE Joint Venture, and (6) the receipt by USA of approximately
$1.62 billion of cash as a distribution from the VUE Joint Venture, other than
the potential recognition of an insignificant amount of income or gain pursuant
to Section 751 of the Internal Revenue Code of 1986, as amended. Bear Stearns
has assumed that the transactions will be consummated in a timely manner and in
accordance with the terms of the transaction agreements without any limitations,
restrictions, conditions, amendments or modifications, regulatory or otherwise,
that collectively would have a material effect on the USA Entertainment Group,
the USA Interactive Group, the Universal Entertainment Group or the VUE Joint
Venture. Bear Stearns has been informed by USA and has assumed, without
independent verification, that, following the transactions, USA will not be
deemed to be an "investment company" within the meaning of the Investment
Company Act of 1940, as amended.
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Bear Stearns does not express any opinion as to the price or range of prices
at which the shares of USA common stock may trade subsequent to the announcement
of the transactions or as to the price or range of prices at which the shares of
USA common stock may trade subsequent to the completion of the transactions.

Bear Stearns' opinion does not constitute a recommendation to the special
committee, the board of directors of USA or any stockholder of USA as to how to
vote in connection with the transactions. Bear Stearns' opinion does not address
USA's underlying business decision to pursue the transactions, the relative
merits of the transactions as compared to any alternative business strategies
that might exist for USA or the effects of any other transaction in which USA
might engage. In addition, Bear Stearns' opinion does not address the fairness,
from a financial point of view, of the consideration that may be received by
Vivendi, Mr. Diller, Liberty or their respective affiliates in the transactions
or the relative value of that consideration as compared to the consideration to
be received by USA in the transactions. Bear Stearns' opinion is subject to the
assumptions and conditions contained therein and is necessarily based on
economic, market and other conditions, and the information made available to
Bear Stearns, as of the date of its opinion. Bear Stearns assumes no
responsibility for updating or revising its opinion based on circumstances or
events occurring after the date thereof.

The following is a summary of the financial analyses used by Bear Stearns in
connection with providing its oral opinion to the special committee on
December 16, 2001 and its written opinion to the special committee which is
attached to this proxy statement as Appendix G.

The following summaries of financial analyses include information



presentation in tabular format. You should read these tables together with the
text of each summary.

VALUATION OF THE USA ENTERTAINMENT GROUP

Bear Stearns valued the USA Entertainment Group, which consists of USA
Network, the SCI FI Channel and the "Emerging Networks" (the Trio and Newsworld
International cable networks), and USA's TV/film production businesses,
including USA Films and Studios USA.

A summary of the financial analyses used by Bear Stearns in connection with
determining the value of each segment of the USA Entertainment Group is provided
below. Bear Stearns noted that USA would be unable to sell the USA Entertainment
Group to a third party without the consent of Vivendi. Vivendi, through its
financial advisor, communicated to Bear Stearns its unwillingness to consent to
such a transaction. Therefore, the analyses of selected transactions were
provided for informational purposes only.

USA NETWORK

DISCOUNTED CASH FLOW ANALYSIS FOR USA NETWORK. Bear Stearns performed a
discounted cash flow analysis of USA Network as of December 31, 2001 to estimate
the present value of the future unleveraged, after-tax, free cash flows that USA
Network could generate. The analysis was based on financial projections for the
two years ending December 31, 2003 provided by management of USA and
management's guidance for the calendar years ending 2004 through 2006.

Using a range of discount rates of 10.5% to 11.5% reflecting Bear Stearns'
estimate of the network's weighted average after-tax cost of capital and a range
of perpetual growth rates of 5.5% to 6.5%, Bear Stearns calculated the present
value of the projected free cash flows for each of the 2002-2006 fiscal years
and the present value of the terminal value of USA Network at the end of fiscal
year 2006. The discounted cash flow analysis implied a valuation range of $5.3
to $6.3 billion (before adjusting for the assumption of $138 million of
promotional obligations).

ANALYST VALUATIONS OF USA NETWORK. Bear Stearns reviewed and compared
certain financial information and ratios for USA Network based on
sum-of-the-parts valuations of USA found in the

29

most recent available research reports of selected investment banks, as of the
respective dates indicated below.

12/31/01
TARGET
12/31/01
PRICE AS
OF
VALUATION
INVESTMENT
BANK
REPORT
DATE
TARGET
PRICE
12/10/01(1)
($ IN
BILLIONS)

Morgan
Stanley
10/25/01
$25.43
$23.95
$5.7 A.G.
Edwards
10/25/01
$25.25
$23.95
$7.9 UBS
Warburg
12/6/01
$29.00



$23.95
$6.6

(1) Most recent unaffected closing price.

Bear Stearns noted that the valuation range for USA Network implied by the
discounted cash flow analysis was generally consistent with the target values
ascribed to USA Network by the above analyst reports. Bear Stearns also noted
that the December 31, 2001 target values set forth in the analyst reports are
related to target stock prices for USA common stock that exceeded the market
value of USA common stock at the time of Bear Stearns' analysis.

COMPARISON TO GENERALLY COMPARABLE CABLE NETWORKS. Using publicly available
information and analyst research reports, Bear Stearns reviewed and compared
certain financial information, ratios and percentages for USA Network with
corresponding financial information, ratios and percentages for the following
generally comparable cable networks: (1) Turner Network Television (owned by AOL
Time Warner), (2) TBS Superstation (owned by AOL Time Warner), (3) The National
Network (owned by Viacom), (4) Lifetime Television (owned by The Walt Disney
Company ("Disney") and Hearst) and (5) A&E Television Networks (owned by Disney,
Hearst and NBC).

For each of the selected networks, Bear Stearns reviewed certain publicly
available financial and operating data, valuation statistics, financial ratios,
and research reports and calculated ratios and multiples based on such
information. Bear Stearns compared Enterprise Values, as defined below, based on
sum-of-the-parts valuations by Wall Street analysts, of the selected networks
and USA Network as multiples of their respective estimated calendar year 2002
EBITDA and as multiples of estimated year-end 2001 total subscribers.

The results of such analysis are summarized below:

ENTERPRISE VALUE/ ----------mmmmmmmmmm e e o - 2001E
YEAR-END 2002E EBITDA SUBSCRIBERS ------------ ----------
---- Range of Generally Comparable Cable
Networks................ 12.5%x-18.9x $30.11-$70.70 Mean
of Generally Comparable Cable Networks.................
15.8x $52.46 Median of Generally Comparable Cable
Networks............... 15.9x $52.92 Multiples Implied by
DCF Valuation Range of USA
= oo 1 ol (R

(1) Before the impact of promotional obligations.

Bear Stearns noted that the multiples of estimated 2002 EBITDA and of
estimated 2001 year-end subscribers implied by its discounted cash flow analysis
for USA Network were generally consistent with the multiples observed for the
generally comparable cable networks.

ANALYSIS OF SELECTED TRANSACTIONS. Using publicly available information,
Bear Stearns reviewed and analyzed the purchase prices and transaction multiples
implied by the purchase prices proposed to be
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paid, at the time of the announcement, in the following two selected merger and
acquisition transactions, which we refer to as the "USA Network Selected
Transactions":

DiSNEY . vttt i e e
Fox Family Worldwide July 2001
ViaCom. . i i e e e e e
BET Network November 2000

Bear Stearns compared the value of the equity, plus debt, preferred stock
and minority interest, less cash, cash equivalents and other non-operating
assets, which we refer to as the "Enterprise Values," proposed to be paid at the
time of announcement in each of the selected transactions and the transactions
as multiples of latest 12 months EBITDA and as multiples of total subscribers.
Bear Stearns reviewed analyst reports and adjusted the acquisition multiples to
reflect the value and EBITDA of the Fox Family Channel and BET cable network
assets exclusively. Bear Stearns also reviewed certain operating and financial
data of the target cable network assets relative to those of USA Network. All



multiples and data for the USA Network Selected Transactions were based on
financial information and Wall Street research available at the time of the
announcement of the relevant transaction and data for the latest 12 months
preceding the date of announcement. The results of such analysis are summarized
below:

ENTERPRISE VALUE/ -------------mmmmmmmm-
---- LTM EBITDA SUBSCRIBERS ----------- -
------------ Disney/Fox Family

Transaction. . ...ttt et e
34.7x $51.85 Viacom/BET Network
Transaction. ...ttt ittt i e i i s
21.1x $43.35 Bear Stearns Range for USA
Network(d).....vvviiiiininnnn, 12.0x-

(1) Before the impact of promotional obligations.

Bear Stearns noted that the multiples of latest 12 months EBITDA implied by
the discounted cash flow analysis of USA Network were generally below those
observed for the USA Network Selected Transactions and attributed this
differential to two factors: (1) the ratio of latest 12 months EBITDA divided by
latest 12 months revenue, which we refer to as the "LTM EBITDA Margin," was
lower for both Fox Family Worldwide (39.1%) and BET Network (47.6%) than for USA
Network (52.1%) and (2) the ratio of latest 12 months revenue per month divided
by total subscribers was significantly lower for both Fox Family Worldwide
($0.40) and BET Network ($0.28) than for USA Network ($0.85). Bear Stearns noted
that the per subscriber multiples implied by the discounted cash flow analysis
of USA Network were above those observed for the USA Network Selected
Transactions.

SCI FI CHANNEL

DISCOUNTED CASH FLOW ANALYSIS FOR THE SCI FI CHANNEL. Bear Stearns
performed a discounted cash flow analysis of the SCI FI Channel as of
December 31, 2001 to estimate the present value of the future unleveraged,
after-tax, free cash flows that the SCI FI Channel could generate. The analysis
was based on financial projections for the two years ending December 31, 2003
and management's guidance for the calendar years ending 2004 through 2006, each
as provided by management of USA.

Using a range of discount rates of 11% to 12% reflecting Bear Stearns'
estimate of the SCI FI Channel's weighted average after-tax cost of capital and
a range of perpetual growth rates of 7.0% to 8.0%, Bear Stearns calculated the
present value of the projected free cash flows for each of the 2002-2006 fiscal
years and the present value of the terminal value of the SCI FI Channel at the
end of fiscal year 2006. The discounted cash flow analysis implied a valuation
range of $2.0 to $2.8 billion.
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ANALYST VALUATIONS OF THE SCI FI CHANNEL. Bear Stearns reviewed and
compared certain financial information and ratios for the SCI FI Channel based
on sum-of-the-parts valuations of USA found in the most recent available
research reports of selected investment banks, as of the respective dates
indicated below.

12/31/01
TARGET
12/31/01
PRICE AS
OF
VALUATION
INVESTMENT
BANK
REPORT
DATE
TARGET
PRICE
12/10/01(1)
($ IN
BILLIONS)



Morgan
Stanley
10/25/01
$25.43
$23.95
$2.4 A.G.
Edwards
10/25/01
$25.25
$23.95
$3.2 Bear
Stearns
11/26/01
$26.00
$23.95
$2.5 UBS
Warburg
12/6/01
$29.00
$23.95
$2.6

(1) Most recent unaffected closing price.

Bear Stearns noted that the valuation range for the SCI FI Channel implied
by the discounted cash flow analysis was generally consistent with the target
values ascribed to the SCI FI Channel by the above analyst reports. Bear Stearns
also noted that the December 31, 2001 target values set forth in the analyst
reports are related to target stock prices for USA common stock that exceeded
the market value of USA common stock at the time of Bear Stearns' analysis.

COMPARISON TO GENERALLY COMPARABLE CABLE NETWORKS. Using publicly available
information and analyst research reports, Bear Stearns reviewed and compared
certain financial information, ratios and percentages for the SCI FI Channel
with corresponding financial information, ratios and percentages for the
following generally comparable cable networks: (1) The Discovery Channel (owned
by Liberty, Cox Communications and others), (2) The Learning Channel (owned by
Liberty, Cox Communications and others), (3) Comedy Central (owned by AOL Time
wWarner and Viacom), (4) American Movie Classics (owned by Rainbow Media Group),
(5) Animal Planet (owned by Liberty, Cox Communications and others), (6) Home &
Garden Television (owned by E.W. Scripps) and (7) The History Channel (owned by
Disney, Hearst and NBC).

For each of the selected networks, Bear Stearns reviewed certain publicly
available financial and operating data, valuation statistics, financial ratios,
and research reports and calculated ratios and multiples based on such
information. Bear Stearns compared Enterprise Values, based on sum-of-the-parts
valuations by Wall Street analysts, of the selected networks and the SCI FI
Channel as multiples of their respective estimated calendar year 2002 EBITDA and
as multiples of estimated 2001 year-end subscribers.

The results of such analysis are summarized below:

ENTERPRISE VALUE/ --------mmmmm e e e e oo 2001E
YEAR-END 2002E EBITDA SUBSCRIBERS ------------ ----------
----- Range of Generally Comparable Cable
Networks................ 11.5%-22.9x $12.46-$62.46 Mean
of Generally Comparable Cable Networks.................
16.5x $28.95 Median of Generally Comparable Cable
Networks............... 15.2x $23.45 Multiples Implied by
Bear Stearns' Range for the SCI FI
Channel. . ..o e e s
16.7x-22.9x $26.67-%$36.67

Bear Stearns noted that the multiples of estimated 2002 EBITDA and of
estimated 2001 year-end subscribers implied by the discounted cash flow analysis
for the SCI FI Channel were generally consistent with the multiples observed for
the generally comparable networks.

ANALYSIS OF SELECTED TRANSACTIONS. Using publicly available information,
Bear Stearns reviewed and analyzed the purchase prices and transaction multiples
implied by the purchase prices proposed to be
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paid, at the time of the announcement, in the following two selected merger and
acquisition transactions, which we refer to as the "SCI FI Channel Selected



Transactions":

ACQUIROR TARGET DATE
ANNOUNCED = =-----mn —mmmm--

ViaCom. ..ot ii i e i
BET Network November 2000

20% investment in Rainbow
February 2001 Media Group
(owner of American Movie
Classics and Bravo Cable
Networks)

Bear Stearns compared Enterprise Values, proposed to be paid at the time of
announcement, in each of the selected transactions and the transactions as
multiples of latest 12 months EBITDA and as multiples of total subscribers. Bear
Stearns also reviewed analyst reports and adjusted the acquisition multiples to
reflect the value and EBITDA of the BET, American Movie Classics and Bravo cable
network assets exclusively. Bear Stearns also reviewed certain operating and
financial data of the targets relative to those of the SCI FI Channel. All
multiples and data for the SCI FI Channel Selected Transactions were based on
financial information and Wall Street research available at the time of the
announcement of the relevant transaction and data for the latest 12 months
preceding the date of announcement. The results of such analysis are summarized
below:

ENTERPRISE VALUE/ -------mmmmmmmmmmmmmmmmmmmmoecm e e oo
------ LTM EBITDA SUBSCRIBERS ----------ommmmcmmon —oaman
---------------- Viacom/BET Network

Transaction........ ..o, 21.1x $43.35
MGM/American Movie Classics and Bravo (Rainbow)
TransSaCtioN. ..t e
32.7x $26.56 Bear Stearns' Range for the SCI FI
Channel.................. 19.2x - 26.4Xx $26.67 - $36.67

Bear Stearns noted that the multiples of latest 12 months EBITDA and
subscribers implied by the discounted cash flow analysis of the SCI FI Channel
were generally consistent with those observed for the SCI FI Channel Selected
Transactions.

STUDIOS USA & USA FILMS

DISCOUNTED CASH FLOW ANALYSIS FOR STUDIOS USA AND USA FILMS. Bear Stearns
performed a discounted cash flow analysis of Studios USA to estimate the present
value of the future unleveraged, after-tax, free cash flows generated by each of
its major programs, based on financial projections for the three years ending
December 31, 2004 and guidance from management for calendar year 2005 and
thereafter, each as provided by management of USA. The cash flow impact
(outflows and inflows) related to future, unidentified programs was not
incorporated in this analysis.

Bear Stearns calculated a range of discount rates of 8.0% to 16.0%
reflecting Bear Stearns' estimate of the weighted average after-tax cost of
capital for the cash flows generated by the various programs produced by Studios
USA. For programs which have been on the air for at least two seasons, Bear
Stearns utilized discount rates at the lower end of this range. Bear Stearns
calculated the present value as of December 31, 2001 of the projected free cash
flows for the major programs, along with the present value of the terminal value
for those programs that were projected to have cash flow in the long-term. The
discounted cash flow analysis implied a valuation range of $0.8 to
$1.0 billion.

For USA Films, Bear Stearns reviewed management of USA's 2001 forecast and
2002 budget, along with management of USA's Ultimates as of December 4, 2001.
Bear Stearns noted that management projections showed substantial negative
EBITDA and free cash flow in 2002 for the USA Films segment. Based on the
foregoing, Bear Stearns did not assign any value to the USA Films business.
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ANALYST VALUATIONS OF STUDIOS USA AND USA FILMS. Bear Stearns reviewed and
compared certain financial information and ratios for Studios USA and USA Films
based on sum-of-the parts valuations of USA found in the most recent available
research reports of selected investment banks, as of the respective dates
indicated below.

12/31/01



TARGET
VALUATION
($ IN
BILLIONS)
12/31/01
PRICE AS
OF ---nn--

INVESTMENT
BANK
REPORT
DATE
TARGET
PRICE
12/10/01(1)
STUDIOS
USA USA

Morgan
Stanley
10/25/01
$25.43
$23.95
$0.4 $0.5
$ 0.9 A.G.
Edwards
10/25/01
$25.25
$23.95
$0.8 $0.0
$ 0.8 UBS
Warburg
12/6/01
$29.00
$23.95
$0.8 $1.2
$ 2.0

(1) Most recent unaffected closing price.

Bear Stearns noted that its valuation range for Studios USA and USA Films,
combined, of $0.8 to $1.0 billion was generally consistent with the combined
valuation ascribed to Studios USA and USA Films by Wall Street research. Bear
Stearns also noted that the December 31, 2001 target values set forth in the
analyst reports are related to target stock prices for USA common stock that
exceeded the market value of USA common stock at the time of Bear Stearns'
analysis.

COMPARISON TO GENERALLY COMPARABLE TELEVISION AND FILM STUDIOS. Using Wall
Street research, Bear Stearns reviewed and compared certain financial
information and ratios for Studios USA with corresponding financial information
and ratios for generally comparable television and film studios of the following
diversified media companies: MGM, Viacom, Sony, Fox, AOL, Disney and Vivendi.

For each of the selected companies, Bear Stearns reviewed certain valuation
statistics, financial ratios and research reports for calendar years 2001 and
2002. Bear Stearns compared the projected 2001 year-end Enterprise Values that
Wall Street research analysts ascribed to the television and/or film studio
segments of the selected companies as multiples of their respective calendar
year 2001 and 2002 EBITDA. Bear Stearns then compared these multiples to the
comparable multiples for Studios USA implied by the discounted cash flow
analysis.



The results of such analysis are summarized below:

-------------------- 2001E EBITDA 2002E EBITDA -------
--------------------------------------- LOW HIGH LOW
HIGH -------- =------om mmmmmmem oo oo Range of
Generally Comparable Television Studios(2)...... 13.1x
15.3x 8.6x 11.4x Range of Generally Comparable
Combined Film and TV
StUALIOS(B) s vt i it i e
14.7x 20.4x 12.5x 13.8x Range of Generally Comparable
Film Studios(4)............ 11.7x 20.3x 15.5x 19.3x
Multiples Implied by Bear Stearns' Range for the
Studios

(1) Source: Wall Street research for generally comparable studios and discounted
cash flow analysis for Studios USA.

(2) Includes MGM and Viacom (Spelling and King World).
(3) Includes Sony, Fox, and Warner Filmed Entertainment.
(4) Includes MGM, Disney, Paramount and Universal.

Bear Stearns noted that the 2001 and 2002 EBITDA multiples implied by the
discounted cash flow analysis for Studios USA were generally consistent with
those observed for generally comparable film and television studios.

34
EMERGING NETWORKS

DISCOUNTED CASH FLOW ANALYSIS FOR THE EMERGING NETWORKS. Bear Stearns
performed a discounted cash flow analysis of Newsworld International and Trio as
of December 31, 2001 to estimate the present value of the future unleveraged,
after-tax, free cash flows that Newsworld International and Trio could generate.
The analysis was based on management of USA's business plan for 2002 through
2005 relating to Newsworld International and Trio and management of USA's
guidance for 2005 Newsworld International subscribers and 2006 Trio subscribers.
Due to the fact that the Crime network has not yet launched, and therefore has
no current subscribers, Bear Stearns did not assign any value to that asset.

Using a range of discount rates of 30% to 40% reflecting Bear Stearns'
estimate of the weighted average after-tax cost of capital for both Newsworld
International and Trio, a range of terminal multiples of $15 to $20 per 2005
subscriber for Newsworld International and a range of terminal multiples of $15
to $25 per 2006 subscriber for Trio, Bear Stearns calculated the present value
of the projected free cash flows for the four years ending December 31,
2002-2005 and the present value of the terminal value of Newsworld International
and Trio at the end of fiscal years 2005 and 2006, respectively. The discounted
cash flow analysis implied a valuation range of $0.3 to $0.4 billion for the
Emerging Networks.

ANALYST VALUATIONS OF THE EMERGING NETWORKS. Bear Stearns reviewed and
compared certain financial information and ratios for the Emerging Networks
based on sum-of-the-parts valuations of USA found in the most recent available
research reports of selected investment banks, as of the respective dates
indicated below.

12/31/01
TARGET
12/31/01
PRICE AS
OF
VALUATION
INVESTMENT
BANK
REPORT
DATE
TARGET
PRICE
12/10/01(1)
($ IN
BILLIONS)



-- Morgan
Stanley
10/25/01
$25.43
$23.95
$0.2 A.G.
Edwards
10/25/01
$25.25
$23.95
$0.0 UBS
Warburg
12/6/01
$29.00
$23.95
$0.5

(1) Most recent unaffected closing price.

Bear Stearns noted that the valuation range for the Emerging Networks
implied by the discounted cash flow analysis was generally consistent with the
target values ascribed to the Emerging Networks by the above analyst reports.
Bear Stearns also noted that the December 31, 2001 target values set forth in
the analyst reports are related to target stock prices for USA common stock that
exceeded the market value of USA common stock at the time of Bear Stearns'
analysis.

COMPARISON TO GENERALLY COMPARABLE CABLE NETWORKS. Using publicly available
information and analyst research reports, Bear Stearns reviewed and compared
certain financial information, ratios and percentages for the Emerging Networks
with corresponding financial information, ratios and percentages for the
following generally comparable cable networks: (1) Noggin (owned by Viacom and
others) and (2) Much Music (owned by Rainbow Media Group).

For each of the selected networks, Bear Stearns reviewed certain publicly
available financial and operating data, valuation statistics, financial ratios,
and research reports and calculated ratios and multiples based on such
information. Bear Stearns compared Enterprise Values, based on sum-of-the-parts
valuations by Wall Street analysts, of the selected networks and the Emerging
Networks as multiples of estimated 2001 year-end subscribers.

All multiples were based on the most recent publicly available information.
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The results of such analysis are summarized below:

Vo o o 8 o
$21.66 Much
T S o
$12.91 Bear Stearns' Multiple Range for the Emerging
Networks...... $10.00 - $15.00

Bear Stearns noted that the multiples of estimated 2001 subscribers implied
by the discounted cash flow analysis for the Emerging Networks were generally
consistent with those observed for the generally comparable networks.

ANALYSIS OF SELECTED TRANSACTIONS. Using publicly available information,
Bear Stearns reviewed and analyzed the purchase prices and transaction multiples
implied by the purchase prices proposed to be paid, at the time of the
announcement, in the following selected merger and acquisition transactions,
which we refer to as the "Emerging Networks Selected Transactions":

ACQUIROR
TARGET DATE
ANNOUNCED -

------ USA
Networks



Newsworld
International
May 2000 and

Trio
(original
acquisition)
Vulcan
Ventures
ZDTV(1)

November
1999 Vulcan

Ventures

ZDTV(1)

November

1998 The

Discovery
Channel Eye

on People

February

1999 The

Discovery
Channel The

Travel
Channel
December
1998

(1) Vulcan Ventures acquired 33% of ZDTV in 1998 and an additional 64% in 1999.

Bear Stearns compared Enterprise Values, proposed to be paid at the time of
announcement, in each of the selected transactions and the transactions as
multiples of total subscribers. Bear Stearns reviewed analyst reports and
adjusted the acquisition multiples to reflect the values of the target cable
network assets exclusively. Bear Stearns also reviewed certain operating and
financial data of the targets relative to those of the Emerging Networks. All
multiples and data for the Emerging Networks Selected Transactions were based on
financial information and Wall Street research available at the time of the
announcement of the relevant transaction. The results of such analysis are
summarized below:

ENTERPRISE VALUE/ 2001 YEAR-END
SUBSCRIBERS - -------mmmmmmmmmmmmmnn Range

Transactions. ... ...ttt it it e
$8.03 - $22.86 Mean of Selected
Transactions. ... v ittt i i e e
$13.41 Median of Selected
TransacCtionNsS. .. vt i ittt it e
$9.09 Bear Stearns' Range for the Emerging
Networks............... $10.00 - $15.00

Bear Stearns noted that the multiples of 2001 year-end subscribers implied
by the discounted cash flow valuation of the Emerging Networks were generally
consistent with those observed for the Emerging Networks Selected Transactions.

Bear Stearns noted that its analysis implied a valuation for the USA
Entertainment Group, in the aggregate, of $8.2 to $10.2 billion (after reducing
for the promotional obligations).
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VALUATION OF CONSIDERATION TO BE RECEIVED BY USA IN THE TRANSACTIONS
Bear Stearns performed an analysis of the consideration to be received by
USA in the transactions. The range of implied Enterprise Values based on this
analysis is set forth in the following table:
VALUE BASED ON VALUE BASED ON USA USA @

12/10/01 20 DAY AVERAGE ($23.95) PRICE
($22.26) == -mmmmmmm e ——--

Received from Vivendi(1)........... $7.7 -8%
7.7%$ 7.1 -%$7.1

1.6 - 1.6 1.6 - 1.6 Class A preferred



interest in the VUE Joint
Y= 1 o o
0.3 - 0.3 0.3 - 0.3 Class B preferred
interest in the VUE Joint

LY 2= 01 o 1 o
1.0 - 1.3 1.0 - 1.2 Common Interest in the
VUE Joint Venture...... 0.5 - 0.8 0.5 - 0.8 -
R e T $11.1 - $11.8 $10.6 -
$11.2

(1) Consists of LLC shares (which are currently exchangeable for USA common
shares) held by Universal.

Bear Stearns estimated the value of the equity warrants to be issued to
Universal in the transactions to be $0.6 to $0.8 billion, based on an estimated
USA common stock price range of $22 to $25 per share and an estimated volatility
of 35% to 45%. Bear Stearns noted that this valuation reflects a theoretical
value based on the Black Scholes model and that the public market may attribute
a lower volatility and therefore lower value to the warrants. Bear Stearns also
noted that the public market may not attribute significant value to the premium
associated with the out-of-the-money warrants, and the research community may
only begin to adjust valuation as the market price of USA common stock
approaches or exceeds the exercise prices of the warrants. Bear Stearns
estimated the present value of USA's deferred tax liability in connection with
the transactions to be $0.2 to $0.3 billion, based on an estimated after-tax
discount rate of 4.5% and tax basis of $3.5 billion. Bear Stearns noted that,
given the long-term tax deferral, the market may discount the present value of
the tax liability significantly. Bear Stearns noted that after deducting the
theoretical value of the warrants and the theoretical present value of the
deferred tax liability, the net value of the consideration to be received by USA
in the transactions would be $9.7 to $10.9 billion.

VALUE OF USA COMMON STOCK RECEIVED FROM VIVENDI

ANALYSIS 1. STOCK PRICE PERFORMANCE OF USA RELATIVE TO OTHER MEDIA
COMPANIES.

1/1/01-12/16/061 9/11/01-
12/10/01 11/12/01-12/10/01

LOW HIGH
INCREASE/ (DECREASE)
INCREASE/ (DECREASE)
INCREASE/ (DECREASE) -------
USA. . i i
$16.55 $28.04 23.2% 3.8%
21.1%

AOL. ... .. i i
29.25 56.60 (10.9) (9.9)
(14.9)

DiSNeY. ..t
16.98 34.50 (25.3) (8.3)
15.6
Viacom........ciiiiiinnn
29.55 59.29 (11.9) 9.3 4.4
Group
Index.......civvivinn. -- -
- (13.6) (2.5) 1.1 S&P
500. .. i i i i e --

-- (13.7) 4.3 1.9
Bear Stearns observed that since September 11, 2001, USA stock has not
performed in a manner inconsistent with that of other media companies.
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ANALYSIS 2. REVIEW OF WALL STREET ANALYST RATINGS AND PRICE TARGETS.
INVESTMENT
BANK

REPORT
DATE 12-



MONTH
TARGET
PRICE - --

--- UBS
Warburg
12/6/01
$32.00
Prudential
Financial
10/31/01
$26.00
Salomon
Smith
Barney
10/26/01
$25.00
A.G.
Edwards
10/25/01
$27.00
Morgan
Stanley
10/25/01
$28.00
Goldman
Sachs
10/25/01
$21.00
Thomas
Weisel
Partners
10/25/01
$30.00
J.P.
Morgan
10/25/01
$23.00
Bear
Stearns
10/24/01
$27.00

Bear Stearns noted that analysts' 12-month price targets generally exceeded
USA common stock price of $23.95 as of December 10, 2001 and the 20-day average
price of USA common stock of $22.26.

ANALYSIS 3. SUM-OF-THE-PARTS VALUATION ANALYSIS.

Bear Stearns performed a sum-of-the-parts valuation of USA, summarized in
the table below, and noted that the stock price as of December 10, 2001 of
$23.95 as well as the 20-day average stock price of $22.26 fell within the
valuation range of USA implied by the sum-of-the-parts analysis. The
sum-of-the-parts valuation was calculated based upon a variety of analyses
conducted by Bear Stearns with respect to the USA Interactive Group, including
discounted cash flow analyses, review of analyst valuations, a review of the
stock trading performance of USA's publicly traded segments, a comparison to
generally comparable companies and an analysis of selected transactions.

PUBLIC COMPANIES PUBLIC COMPANIES @ 20-
DAY @ 12/10/01 CLOSE(1) AVERAGE PRICE(2)

------------------------------ USA
Entertainment Group............couun.. $
8.2 - $10.2 $8.2 - $ 10.2

4.0 - 4.9 4.0 - 4.9
Ticketmaster.. ...ttt it it
2.2 - 2.2 2.1 - 2.1 Hotel Reservations
Network............ou.. 2.0 - 2.0 1.9 -



VALUE. . ... o i e $ 18.7 -

17.4 - $ 20.8 $ 17.1 - $ 20.5 EQUITY
VALUE PER SHARE............... .00
$20.91 - $24.66 $20.57 - $24.33

(1) December 10, 2001 Closing Prices: Ticketmaster = $16.53; Hotel Reservations
Network = $37.15; Expedia = $39.06.

(2) November 12, 2001 through December 10, 2001 20-day Average Prices:
Ticketmaster = $15.93; Hotel Reservations Network = $34.92; Expedia =
$35.29.

VALUATION OF CLASS A PREFERRED INTEREST IN THE VUE JOINT VENTURE

Bear Stearns calculated the present value of the Class A preferred interest
in the VUE Joint Venture by discounting the future value of $2.0 billion from
December 31, 2021 to December 31, 2001 at discount rates ranging from 9.00% to
9.85%. Bear Stearns estimated a value of approximately $0.3 billion.

38
VALUATION OF CLASS B PREFERRED INTEREST IN THE VUE JOINT VENTURE

Bear Stearns estimated the intrinsic value of the Class B preferred interest
in the VUE Joint Venture by calculating the present value of the cash component
of interest and the intrinsic value of the call option based on an estimated
volatility range of 35% - 45% with a stock price range for USA common stock
between $22 and $25. Bear Stearns noted that the public market may consider the
Class B preferred interest in the VUE Joint Venture to be equivalent to a
reduction in outstanding USA common shares and that such characterization could
exceed the intrinsic value of the securities. Bear Stearns estimated the value
of the Class B preferred interest in the VUE Joint Venture to be $1.0 to
$1.3 billion.

VALUATION OF COMMON INTEREST IN THE VUE JOINT VENTURE

Bear Stearns analyzed the film and television businesses, which we refer to
as the "filmed entertainment" segment, theme park businesses, which we refer to
as the "recreation" segment, and retail businesses, which we refer to as the
"retail" segment, of Universal, which collectively comprise the Universal
Entertainment Group to be contributed to the VUE Joint Venture by Vivendi. Bear
Stearns then calculated an implied value of USA's 5.44% common interest in the
VUE Joint Venture.

Bear Stearns performed a sum-of-the-parts analysis of the Universal
Entertainment Group by assessing the value of each of the principal business
segments, including unconsolidated businesses, and adjusting for minority
interests where appropriate.

- The Enterprise Value of the Filmed Entertainment segment was calculated
based upon discounted cash flow analysis, comparison to generally
comparable companies and selected precedent transactions.

- The Enterprise Value of the Recreation segment was calculated as follows:
for the owned theme park facilities, Enterprise Value was calculated based
upon comparison to generally comparable companies; for the managed theme
park facilities, Enterprise Value was calculated based upon discounted
cash flow analyses of the projected management fees; for the
unconsolidated equity interests in various theme park facilities,
Enterprise Value was calculated based on comparison to generally
comparable companies and was adjusted for net debt and for Universal's
ownership percentage in each entity.

- The value of the Retail segment was calculated based upon comparison to
generally comparable companies.

The results of this analysis are summarized as follows:



ESTIMATED VALUE ($ IN BILLIONS) -------------------
-- Enterprise Value of the Universal Entertainment

Group....... $ 4.2 - $ 7.3 Enterprise Value of the
USA Entertainment Group............. 8.2 - 10.2 ---
------------------ Enterprise Value of the VUE
Joint Venture................... $12.4 - $17.5
Equity Value of the VUE Joint
Venture(d) . ..o viiiiin i 9.9 - 15.1 Implied
Value of USA's 5.44% common interest in the VUE
Joint
VENEUIN . ottt ettt
0.5 - 0.8

(1) Reflects adjustment for estimated debt, estimated value of the Class A
preferred interest in the VUE Joint Venture and estimated value of cash
coupons related to Class B preferred interest in the VUE Joint Venture.
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Bear Stearns noted that its valuation range for USA's common interest in the
VUE Joint Venture is based on the fully distributed public market value. Since
the contractual procedure to determine the value of USA's common interest in the
VUE Joint Venture for purposes of a put or call of that interest under the
Partnership Agreement may exceed the fully distributed public market value, the
put and call provisions contained in the Partnership Agreement may result in
additional value to USA.

OTHER ANALYSES

Bear Stearns conducted other analyses as it deemed appropriate, including
reviewing the historical stock performance and the historical and estimated
financial and operating data of USA and Vivendi. In addition, Bear Stearns
examined publicly available information relating to trends in the various
industries in which USA and its affiliates operate.

The preparation of a fairness opinion is a complex process and involves
various judgments and determinations as to the most appropriate and relevant
assumptions and financial analyses and the application of those methods to the
particular circumstances involved. Bear Stearns' opinion is therefore not
necessarily susceptible to partial analysis or summary description. In arriving
at its opinion, Bear Stearns made qualitative judgments as to the significance
and relevance of each analysis and factor considered by it and did not attribute
particular weight to any one analysis or factor. Bear Stearns did not form an
opinion as to whether any individual analysis or factor, positive or negative,
considered in isolation, supported or failed to support its opinion.
Accordingly, Bear Stearns believes that its analyses must be considered as a
whole and that selecting portions of its analyses and factors or of the summary
described above or focusing on information presented in tabular format, without
considering all analyses and factors or the narrative description of the
analyses, could create a misleading or incomplete view of the processes
underlying its analyses and opinion.

The analyses performed by Bear Stearns, particularly those based on
estimates, are not necessarily indicative of actual values or actual future
results, which may be significantly more or less favorable than those results
suggested by the analyses. In addition, analyses relating to the value of
businesses or securities do not purport to be appraisals or to reflect the
prices at which businesses or securities actually may be sold. Accordingly, Bear
Stearns' analyses are inherently subject to substantial uncertainty. The
analyses were prepared solely as part of Bear Stearns' analysis of whether the
consideration to be received by USA in the transactions is fair, from a
financial point of view, to the stockholders of USA other than Vivendi, Liberty,
Mr. Diller and their affiliates.

Bear Stearns' opinion and financial analyses were only one of many factors
considered by the special committee and the board of directors of USA in their
evaluation of the transactions, and should not be viewed as determinative of the
views of the special committee, the board of directors of USA or USA's
management with respect to their decision to recommend the transactions.

In the ordinary course of business, Bear Stearns and its affiliates may
actively trade debt and equity securities and bank debt of USA and/or any of its
affiliates, including Vivendi and its affiliates and Liberty and its affiliates,
and enter into derivative transactions with any of such parties, or with
reference to such parties' securities, for Bear Stearns' own account and for the
account of Bear Stearns' customers and, accordingly, may at any time hold a long
or short position in or in reference to such securities or bank debt.



Bear Stearns has acted as a financial advisor to the special committee of
the board of directors of USA in connection with the transactions and will
receive a customary fee for such services, one-half of which is contingent on
successful completion of the transactions. Bear Stearns has been previously
engaged by USA and its affiliates to provide investment banking and financial
advisory services for which Bear Stearns received customary fees. In addition,
Bear Stearns has acted as agent or principal in certain transactions to which
Vivendi is a counter-party, for which Bear Stearns has been compensated.
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Pursuant to a letter agreement dated as of December 5, 2001 entered into by
USA and Bear Stearns, USA has agreed to pay Bear Stearns (1) a cash fee of
$1,500,000 upon the earlier of (a) notice by Bear Stearns to the special
committee that Bear Stearns is prepared to render an opinion (oral or written)
or (b) termination of discussions between the special committee and Vivendi
relating to the transactions (as determined in good faith by the special
committee and Bear Stearns) and (2) an additional cash fee of $1,500,000 upon
completion of the transactions.

USA has agreed to reimburse Bear Stearns for all out-of-pocket expenses
incurred by Bear Stearns, excluding fees and disbursements of counsel (other
than as provided in the indemnification provisions of the letter agreement), in
connection with matters contemplated by USA's engagement of Bear Stearns. USA
has agreed to indemnify Bear Stearns and related persons against liabilities in
connection with the engagement of Bear Stearns, including liabilities under the
federal securities laws.

OPINION OF USA'S FINANCIAL ADVISOR

At a meeting of the USA board of directors on December 16, 2001, Allen & Co.
delivered its oral opinion, subsequently confirmed in writing, to the effect
that, as of December 16, 2001, the consideration to be received by USA in the
transactions was fair, from a financial point of view, to USA.

The full text of the written opinion of Allen & Co., dated December 16,
2001, is attached as Appendix H to this proxy statement and describes the
assumptions made, matters considered, and limits on, the review undertaken. We
urge USA's stockholders to read the opinion in its entirety. Allen & Co.'s
opinion does not constitute a recommendation that USA pursue the transactions or
that any stockholder of USA vote to approve the transactions. The summary of the
opinion of Allen & Co. set forth in this proxy statement is qualified in its
entirety by reference to the full text of Allen & Co.'s opinion.

In arriving at its opinion, Allen & Co.:

- reviewed the terms and conditions of the transactions, including the draft
Transaction Agreement and drafts of the other agreements entered into in
connection with the Transaction Agreement (none of which had been executed
by the parties prior to the delivery of the opinion);

- analyzed various financial aspects of the transactions and the
consideration to be paid in respect of the transactions;

- reviewed and analyzed publicly available historical business and financial
information relating to USA and the Universal Entertainment Group as
presented in documents filed with the Securities and Exchange Commission;

- analyzed selected summary non-public financial and operating results of
USA and the Universal Entertainment Group;

- analyzed the financial condition and prospects of USA and the Universal
Entertainment Group;

- reviewed and analyzed public information, including various stock market
data and financial information relating to selected companies with
businesses similar to those of USA and the Universal Entertainment Group;

- reviewed the trading history of USA common stock;

- conferred with the management teams of each of USA and Vivendi;

- reviewed analysts' reports on each of USA and Vivendi;

- reviewed and analyzed recent business combination transactions involving
businesses similar to those being contributed to the VUE Joint Venture by
USA and Vivendi;
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- analyzed the potential impact of the transactions on USA's capital



structure, financial condition and business operations; and

- conducted such other financial analyses and investigations as Allen & Co.
deemed necessary or appropriate for the purposes of its opinion.

In rendering its opinion, Allen & Co. relied upon and assumed, without
independent verification or investigation, the accuracy and completeness of all
of the financial and other information that USA, Vivendi and their respective
employees, representatives and affiliates provided to or discussed with Allen &
Co. With respect to forecasts relating to USA and Vivendi provided to or
discussed with Allen & Co. by the management of USA or Vivendi, Allen & Co.
assumed, at the direction of management, without independent verification or
investigation, that the forecasts were reasonably prepared on bases reflecting
the best available information, estimates and judgments of the management of USA
or Vivendi, as applicable, as to the future financial condition and operating
results of USA and Vivendi. Allen & Co. assumed, with USA's consent, that the
transactions would be consummated in all material respects in accordance with
their terms, without waiver, modification or amendment of any material term,
condition or agreement and that, in the course of obtaining the necessary
regulatory or third party consents and approvals for the transactions, if any,
no limitations, restrictions or conditions would be imposed that would have a
material adverse effect on USA, Vivendi or the contemplated benefits of the
transactions.

Allen & Co. did not make or obtain any independent evaluations or appraisals
of the assets or liabilities, contingent or otherwise, of USA or Vivendi.
Allen & Co. did not express any opinion as to the underlying valuation, future
performance or long-term viability of USA or Vivendi, the price at which USA's
common stock would trade after announcement or upon consummation of the
transactions, or the price at which Vivendi common shares would trade at any
time in the future. Allen & Co. expressed no view as to, and Allen & Co.'s
opinion does not address, the underlying business decision of USA to effect the
transactions, and Allen & Co. was not requested to consider the relative merits
of the transactions as compared to any alternative business strategies that
might exist for USA or the effect of any other transaction in which USA might
engage. Allen & Co.'s opinion was necessarily based on the information available
to Allen & Co. and general economic, financial and stock market conditions and
circumstances as they existed and could be evaluated by Allen & Co. as of the
date of its opinion. Although subsequent developments may affect its opinion,
Allen & Co. does not have any obligation to update, revise or reaffirm its
opinion. USA imposed no other limitations, and gave no other instructions, with
respect to the investigations made or the procedures followed by Allen & Co. in
rendering its opinion.

This summary is not a complete description of Allen & Co.'s opinion to the
USA board of directors or the financial analyses performed and factors
considered by Allen & Co. in connection with its opinion. The preparation of a
fairness opinion is a complex analytical process involving various
determinations as to the most appropriate and relevant methods of financial
analysis and the application of those methods to the particular circumstances
and, therefore, a fairness opinion is not readily susceptible to summary
description. Allen & Co. believes that its analyses and this summary must be
considered as a whole and that selecting portions of its analyses and factors or
focusing on information presented in tabular format, without considering all
analyses and factors or the narrative description of the analyses, could create
a misleading or incomplete view of the processes underlying Allen & Co.'s
analyses and opinion.

In performing its analyses, Allen & Co. considered industry performance,
general business, economic, market and financial conditions and other matters
existing as of the date of its opinion, many of which are beyond the control of
USA. No company or business used in the analyses as a comparison is identical to
USA, and an evaluation of the results of those analyses is not entirely
mathematical. Rather, the analyses involve complex considerations and judgments
concerning financial
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and operating characteristics and other factors that could affect the
acquisition, public trading or other values of the companies or business
segments analyzed.

The estimates contained in Allen & Co.'s analysis and the ranges of
valuations resulting from any particular analysis are not necessarily indicative
of actual values or future results, which may be significantly more or less
favorable than those suggested by its analyses. In addition, analyses relating
to the value of businesses or securities do not necessarily purport to be
appraisals or to reflect the prices at which businesses or securities actually
may be sold. Accordingly, Allen & Co.'s analyses and estimates are inherently
subject to substantial uncertainty.



The type and amount of consideration payable in the transactions was
determined through negotiation among the parties to the transactions, and the
decision to enter into the transactions was solely that of the USA board of
directors. Allen & Co.'s opinion and financial analyses were only two of many
factors considered by the USA board of directors in its evaluation of the
transactions and should not be viewed as determinative of the views of the USA
board of directors or USA's management with respect to the transactions or the
consideration to be paid in connection with the transactions.

Allen & Co. did not separately value the Vivendi/Liberty transaction in
arriving at its opinion.

The following is a summary of the analyses made by Allen & Co. in connection
with the rendering of its fairness opinion:

VALUATION OF THE TRANSACTIONS
LLC SHARES

As part of the consideration to be received by USA and its subsidiaries in
the transactions and in exchange for the distribution of interests in certain
entities within the USA Entertainment Group, USANi LLC will cancel approximately
320.9 million LLC shares, which are currently exchangeable into approximately
320.9 million USA common shares, representing all of the LLC shares that will be
owned by Universal following its acquisition of LLC shares from Liberty.

Allen & Co. reviewed the twelve-month trading history of USA common stock for
the period from December 12, 2000 to December 13, 2001, and based on this review
and a range of valuation assumptions relating to USA's business segments,
determined that, for purposes of the transactions, the USA common stock has a
per share value which ranged from a low of $22.00, to a midpoint of $25.00, and
to a high of $28.00. In the aggregate, Allen & Co. valued the LLC shares to be
cancelled as part of the transactions at a range from $7.059 billion to

$8.021 billion to $8.984 billion.

OTHER CONSIDERATION

In addition to valuing the LLC shares, Allen & Co. also reviewed the terms
of (1) the Class A and Class B preferred interests and the common interest in
the VUE Joint Venture, as well as the approximately $1.62 billion cash
distribution, to be received by a subsidiary of USA in the transactions, and
(2) the warrants to purchase USA common stock to be issued to Universal in
connection with the transactions. Allen & Co. valued the Class A and Class B
preferred interests in the VUE Joint Venture using a range of pre-tax discount
rates of 7% to 8% and also analyzed the theoretical values of the call option
component of the Class B preferred interest and the warrants based on a
Black-Scholes model using a range of values relating to the USA common stock
underlying those securities (I.E., $22.00, $25.00 and $28.00 per share of USA
common stock) (on an after-tax basis the preferred interests received by USA
would be valued significantly in excess of the values Allen & Co. used in this
analysis). Allen & Co. valued USA's common interest in the VUE Joint Venture by
utilizing discounted cash flow analyses, comparable transaction analyses,
comparable stock analyses and reviewing Wall Street analyst reports to determine
a valuation range relating to the USA Entertainment Group and
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the Universal Entertainment Group, each of which will be contributed to the VUE
Joint Venture. The table below summarizes the total consideration to be paid
pursuant to the transactions, which we refer to as the "Consideration":

VALUE OF THE CONSIDERATION TO
BE RECEIVED BY USA (DOLLARS IN
MILLIONS EXCEPT FOR PER SHARE
AMOUNTS) = === mmmmmmmme e

USANi exchangeable LLC shares
cancelled........... $7,059
($22.00 per share) $8,021
($25.00 per share) $8,984
($28.00 per share) $1,619
cash............. ..o it
$1,619 $1,619 $1,619 Class A
preferred interest in the VUE
Joint Venture..............
$427 $514 $514 Class B
preferred interest in the VUE



Joint Venture..............
$1,190 $1,274 $1,298 Common
interest in the VUE Joint
Venture. ..o v i it it e i
$749 $867 $1,090 Equity
Warrants to purchase USA
common

($488) ($610) ($738) TOTAL
CONSIDERATION. ... .'vvvvnn..
$10,556 $11,685 $12,767

In the aggregate, Allen & Co. valued the total consideration to be received
by USA in the transactions (including the warrants to be issued by USA to
Universal) in a range from $10.556 billion, which we refer to as the "Low Point
Valuation," to $11.685 billion, which we refer to as the "Midpoint Valuation,"
to $12.767 billion, which we refer to as the "High Point Vvaluation."

IMPACT ON USA'S OWNERSHIP AND VOTING STRUCTURES

Allen & Co. also analyzed the impact of the transactions on USA's ownership
and voting structures and determined that, if consummated, the transactions will
reduce USA's stock capitalization by approximately 40%. At the time Allen & Co.
issued its opinion, USA's unaffiliated common stockholders (excluding any new
stockholders who may become stockholders as a result of the completion of the
Expedia transaction) owned 33.3% of USA's capital stock. If the transactions are
completed, those stockholders will own 55.5% of USA's capital stock,
representing an increase of approximately 67%.

At the time Allen & Co. issued its opinion, USA's unaffiliated common
stockholders (excluding any new stockholders who may become stockholders as a
result of the consummation of the Expedia transaction) held 10% of USA's voting
power. If the transactions are consummated, those stockholders will hold 25.5%
of USA's voting power, representing an increase of approximately 155%.

VALUE MULTIPLES OF THE TRANSACTIONS

Allen & Co. analyzed the range of Consideration as a multiple of projected
calendar year 2001 and projected calendar year 2002 EBITDA, of the businesses to
be contributed to the VUE Joint Venture in the transactions, which we refer to
as the "EBITDA Multiple," and per number of cable television subscribers of the
businesses to be contributed to the VUE Joint Venture pursuant to the
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transactions, which we refer to as the "Per Subscriber Value." The following
table presents the results of this analysis:

CONSIDERATION (DOLLARS IN MILLIONS

EXCEPT FOR PER SUBSCRIBER AMOUNTS)

-------------------- LOW MID HIGH -

-- --- ---- $10,556 $11,685 $12,767
2001 EBITDA

Multiple(d). ...t
17.6x 19.5x 21.3x 2002 EBITDA
Multiple(d). .. vt
17.7x 19.5x 21.3x 2001 Per
Subscriber
Value(2) .. cvvii i i $
59.91 $ 66.99 $ 73.77 2002 Per
Subscriber
Value(2) .. ovii i i $

58.09 $ 64.96 $ 71.53

(1) EBITDA excludes losses for the Emerging Networks and USA Films.
(2) Assumes $1 billion of consideration allocated to Studios USA and USA Films.
45
COMPARABLE TRANSACTION ANALYSIS
Allen & Co. screened hundreds of transactions to find business combinations
similar to the transactions. Allen & Co. limited its analysis to transactions

involving companies for which financial and valuation data is publicly
disclosed. Allen & Co. analyzed the EBITDA Multiples and Per Subscriber Values



of 27 recent comparable transactions, which we refer to as the "Comparable
Transactions." In the Comparable Transactions, the EBITDA Multiples at the time
of the applicable transaction ranged from 8.7x to 38.3x with a mean of 20.5x and
a median of 16.1x, and the Per Subscriber Value ranged from $1.43 to $127.80
with a mean of $27.18 and a median of $18.00. Allen & Co. noted that, based on
the Midpoint Valuation, the EBITDA Multiple in the transactions is within the
range of the Comparable Transactions, and the Per Subscriber Values in the
transactions is toward the high end of the range of the Comparable Transactions.

SELECTED NETWORK TELEVISION TRANSACTIONS

Allen & Co. also noted that four recent Comparable Transactions appear to
have higher EBITDA Multiples than the transactions. Those four transactions,
which we refer to as the "four recent Comparable Transactions," are:

ACQUIROR
SELLER
NETWORK
EBITDA
MULTIPLE
DATE - ---

NBC
Telemundo
Telemundo

38.3x
October
2001
Disney
News
Corp./Saban
Ent. Fox
Family
Worldwide
34.7x July
2001 MGM
Rainbow
AMC,
Bravo,
IFC, WE
27 .5X
February
2001
Viacom BET
Holdings
BET 25.9X%
November
2000

In assessing the significance of the EBITDA multiples reflected by the four
recent Comparable Transactions, Allen & Co. noted that each of the four recent
Comparable Transactions involved the acquisition of businesses that, unlike the
USA Entertainment Group, were expected to generate rapid growth and/or
significant synergies in the years immediately following their acquisition.
Allen & Co. therefore calculated the implied EBITDA Multiples for the four
recent Comparable Transactions based on the EBITDA then anticipated to be
generated by the businesses purchased for each of the four years following the
completion of the Comparable Transactions (I.E., the EBITDA Multiples reflected
by the four recent Comparable Transactions after the accelerated growth and/or
synergies anticipated in connection with those transactions would be realized
and the businesses would have achieved a more mature level of growth). That
analysis indicated that the EBITDA Multiple to be paid in connection with the
formation of the VUE Joint Venture is within the range of the four recent
Comparable Transaction EBITDA Multiples after consideration of the adjustments
described in the preceding sentence.

The following table indicates the EBITDA Multiple received in each of the
four recent Comparable Transactions by year, where Year 1 is the year in which
the relevant transaction occurred. In the cases of NBC's acquisition of
Telemundo and Disney's acquisition of Fox Family Worldwide, the EBITDA Multiples
reflect EBITDA before and after synergies then anticipated to be realized from
those transactions. In the case of Viacom's acquisition of BET, the Year 1
EBITDA Multiple is presented before and after adjustments appropriate to reflect
the transition from private to public ownership of BET. The table also presents
the EBITDA Multiples reflected by the contribution of the
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USA Cable network properties to the VUE Joint Venture based on USA Cable's

expected EBITDA in years one through four following completion of the
transactions.

EBITDA
EBITDA
EBITDA
EBITDA PER
SUBSCRIBER
TRANSACTION
MULTIPLE
YEAR 1
MULTIPLE
YEAR 2
MULTIPLE
YEAR 3
MULTIPLE

NBC
Acquires
Telemundo
38.3x 23.3x
(before
14.5x
(before n/a
n/m
synergies)
synergies)
14.5x
(after
10.7x
(after
synergies)
synergies)
Disney
Acquires
Fox Family
Worldwide
34.7x 30.6X
(before
26.0x
(before n/a
$45.22
synergies)
synergies)
23.6X
(after
17.3X
(after
synergies)
synergies)
MGM
Acquires
Rainbow
27.5x 23.6X
19.8x 17.2x
$24.12
Viacom
Acquires
BET 25.9x
(before n/a
n/a n/a
$46.77
adjustments)
19.9x
(after
adjustments)
Formation
of the VUE
Joint
Venture(1)



20.2x 20.7X
17.7x 15.8x
$66.99

by dividing the Midpoint Valuation of the consideration to be received by

USA in the transactions (less $1 billion of value allocated to Studios USA
and USA films) by the expected EBITDA of USA Cable (excluding the Emerging
Networks).

Allen & Co.'s analysis indicated that the formation of the VUE Joint Venture
reflected an EBITDA Multiple for USA Cable that was in the range of EBITDA
Multiples reflected by the four recent Comparable Transactions. Allen & Co.
further noted that the Per Subscriber Value for USA Cable reflected by the
transactions was higher than the Per Subscriber Vvalue for the four recent
Comparable Transactions.

COMPARISON OF THE TRANSACTIONS TO THE 1998 TRANSACTION

Allen & Co. also compared the Consideration to the terms of USA's purchase
of virtually all of the assets of the USA Entertainment Group in 1998. The
Midpoint Valuation of the transactions is $11.685 billion, and the transaction
value of the 1998 transaction was $4.075 billion, an increase of 186.8%. Based
on the Mid Point Valuation, (1) the EBITDA Multiple for the transactions (based
on estimated EBITDA for the year following the transactions) is 19.5x, and the
EBITDA Multiple in the 1998 transaction (based on then estimated EBITDA for the
year following the 1998 transaction) was 14.9%x, an increase of 30.9%, and
(2) the Per Subscriber VvValue in the transactions is $66.99, and the Per
Subscriber Value in the 1998 transactions was $27.80, an increase of 141%.

USA STOCKHOLDER VALUE ACCRETION ANALYSIS

Allen & Co. analyzed whether the completion of the transactions could
reasonably be expected to have an accretive impact on the per share value of USA
common stock by examining public and private market valuations for USA's
businesses across a range of assumptions.

Allen & Co. constructed a sum-of-the-parts valuation range of USA common
stock on a public market basis roughly tying that valuation range to a trading
price range for USA's common stock. Allen & Co. noted that the twelve-month
average per share price of USA common stock in the period from December 12, 2000
to December 13, 2001 was $22.83, and the per share price ranged from a low
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of $16.55 on September 18, 2001 to a high of $28.04 on August 1, 2001. Ranges of
implied valuations for USA's business segments were derived by Allen & Co. from
publicly available information, Wall Street analyst research and financial
information provided by USA. Allen & Co. compared the implied valuations for USA
with the anticipated value of USA's common stock after completion of the
transactions.

Based on this analysis, Allen & Co. observed that it would be reasonable to
expect the transactions to result in value accretion to holders of USA common
stock of $4.06 per share based on the low end of the range of value for USA's
business segments, $3.54 per share based on the middle of the range, and $2.92
per share based on the high end of the range.

Allen & Co. also constructed a sum-of-the-parts valuation for USA on a
private market basis. Using publicly available information, Wall Street analyst
research and financial information provided by USA, Allen & Co. prepared
discounted cash flow analyses of USA's business segments and analyzed the
private market value of certain publicly traded businesses of USA (I.E.,
Expedia, the acquisition of which was then pending; Hotel Reservations Network;
and Ticketmaster) by ascribing to their respective public market values
customary premiums paid in business combination transactions. Allen & Co.
compared the results of this analysis with the anticipated value of USA common
stock following the completion of the transactions. Allen & Co. observed that,
across a private market value range for USA's business segments, it would be
reasonable to expect the transactions to result in value accretion to holders of
USA common stock of $5.07 per share based on the low end of the range, $4.63 per
share based on the middle of the range, and $3.95 per share based on the high
end of the range.

Allen & Co. made no prediction as to how the stock of USA would trade at any
point in time, and did not perform a market check to ascertain what a third
party might pay for USA's business segments separately or collectively, before
or after completion of the transactions. Allen & Co. also noted that USA would
be unable to sell itself or the USA Entertainment Group to a third party without



the express approval of Vivendi and Liberty. Allen & Co. observed that the
stockholder accretion analysis supported the conclusion that the transactions
could reasonably be expected to have an accretive effect on the per share value
of USA common stock.

EARNINGS ACCRETION/DILUTION ANALYSIS

Allen & Co. also reviewed and analyzed the effect of the transactions on the
future cash earnings per share of USA, which we refer to as '"Cash EPS." For
purposes of this analysis, Allen & Co. used information based upon operating and
financial assumptions, forecasts and other information provided to Allen & Co.
by the senior management of USA. This analysis excluded any one-time charges and
resulted in Cash EPS of $0.54 in 2002, a 15.6% accretion, and Cash EPS of $0.72
in 2003, a 7.4% accretion.

COMPARABLE COMPANIES ANALYSIS

Allen & Co. analyzed the ratios of enterprise value, which is equity market
value plus debt plus preferred stock, less cash, to EBITDA, which we refer to as
the "EV/EBITDA Multiple," for Crown Media and Rainbow Media, the two public
companies that are comparable to the USA Entertainment Group. The following
table provides the results of this analysis:

EV/EBITDA
EV/EBITDA
EV/EBITDA
EV/EBITDA
COMPANY
MULTIPLE--2001
MULTIPLE--2002
MULTIPLE--2003
MULTIPLE--2004

n/m n/m 24.7x
9.7x Rainbow

24.7x 21.1x
17.8x 15.5x
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The following table provides the EV/EBITDA Multiples for the transactions
based on the Midpoint Valuation:

EV/EBITDA
EV/EBITDA
EV/EBITDA
EV/EBITDA
MULTIPLE-
-2001
MULTIPLE-
-2002
MULTIPLE-
-2003
MULTIPLE-
-2004 --

20.2x
20.7x
17.7x
15.8x

Allen & Co. noted that the EV/EBITDA Multiples for the transactions are
within the range of the EV/EBITDA Multiples of the Comparable Companies.

DISCOUNTED CASH FLOW ANALYSIS OF THE USA ENTERTAINMENT GROUP



Allen & Co. performed a discounted cash flow analysis on the projected
financial information of the USA Entertainment Group for the fourth financial
quarter of 2001 and for the calendar years 2002 through 2005 based upon
(1) operating and financial assumptions, forecasts and other information
provided to Allen & Co. by the management of USA, and (2) financial and
operating estimates of research analysts. Using this information, Allen & Co.
discounted to present value of the projected stream of after-tax free cash flow
(net income plus depreciation and amortization less capital expenditures and
working capital changes) of the USA Entertainment Group. Allen & Co. used
discount rates ranging from 7% to 11%.

Based on these discount rates, Allen & Co. calculated that the discounted
cash flow valuation range for the USA Entertainment Group is $8.643 billion
based on the low point of the estimated value of the USA Entertainment Group,
$10.503 billion for the midpoint and $12.609 billion for the high point. The Low
Point Valuation, $10.556 billion, is a 0.5% premium over the midpoint discounted
cash flow valuation; the Midpoint Valuation, $11.685 billion, is a 11.3% premium
over the midpoint discounted cash flow valuation, and the High Point Valuation,
$12.767 billion, is a 21.6% premium over the midpoint discounted cash flow
valuation.

The financial forecasts that underlie this analysis are subject to
substantial uncertainty, and accordingly, actual results may be substantially
different.

VALUATION OF THE VUE JOINT VENTURE

For purposes of valuing the VUE Joint Venture, Allen & Co. performed the
analyses described below in "--Discounted Cash Flow Analysis," "--Comparable
Companies Analysis," "--Precedent Transactions" and "--Wall Street Estimates."

Based on these analyses, Allen & Co. determined that the valuation range of
the VUE Joint Venture, which is the aggregate of the average of the valuation
ranges of the Universal Entertainment Group and the USA Entertainment Group, is
$17.200 billion based on the low point of the estimated value of the Universal
Entertainment Group and the USA Entertainment Group, $19.348 billion for the
midpoint and $23.267 billion for the high point.

DISCOUNTED CASH FLOW ANALYSIS

Allen & Co. performed a discounted cash flow analysis on the projected
financial information of the Universal Entertainment Group for the fourth
financial quarter of 2001 and for the calendar years 2002 through 2005 based
upon (1) operating and financial assumptions, forecasts and other information
provided to Allen & Co. by the management of Vivendi, and (2) financial and
operating estimates of research analysts. Using this information, Allen & Co.
discounted to present value the projected stream of after tax-free cash flow
(net income plus depreciation and amortization less capital expenditures and
working capital changes) of the Universal Entertainment Group. Allen & Co. used
discount rates ranging from 7% to 11%. Allen & Co. then aggregated the
discounted cash flow valuation of the
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Universal Entertainment Group and the USA Entertainment Group to determine the
discounted cash flow valuation of the VUE Joint Venture.

Based on these discount rates, Allen & Co. calculated that the discounted
cash flow valuation range for the Universal Entertainment Group is
$6.244 billion based on the low point of the estimated value of the Universal
Entertainment Group, $7.878 billion for the midpoint and $9.748 billion for the
high point.

As described under "--Discounted Cash Flow Analysis of the USA Entertainment
Group," Allen & Co. determined that the discounted cash flow valuation range for
the USA Entertainment Group is $8.643 billion based on the low point of the
estimated value of the USA Entertainment Group, $10.503 billion for the midpoint
and $12.609 for the high point. Therefore, the discounted cash flow valuation
range for the VUE Joint Venture, which is the aggregate of the discounted cash
flow valuation ranges of the Universal Entertainment Group and the USA
Entertainment Group, is $14.887 billion based on the low point of the estimated
value of the Universal Entertainment Group and the USA Entertainment Group,
$18.381 billion for the midpoint and $22.357 billion for the high point.

The financial forecasts that underlie this analysis are subject to
substantial uncertainty, and accordingly, actual results may be substantially
different.

COMPARABLE COMPANIES ANALYSIS



Allen & Co. analyzed the EV/EBITDA Multiple for the following five companies
that are comparable to the VUE Joint Venture: AOL Time Warner, Inc.; Disney; Fox
Entertainment Group, Inc.; Viacom, Inc. and Vivendi. The average estimated
EV/EBITDA Multiple for these companies for 2001 was 15.1x, and the median
estimated EV/EBITDA Multiple for 2001 was 16.5x. Based on the average EV/EBITDA
Multiple for the above companies, the implied value of the VUE Joint Venture
(based on its pro forma EBITDA and excluding losses from emerging businesses) is
$20.765 billion in 2001E and based on the median EV/EBITDA Multiple for the
above companies, the implied value of the VUE Joint Venture (based on its pro
forma EBITDA and excluding losses from emerging businesses) is $22.692 billion.
The average estimated EV/EBITDA Multiple for these companies for 2002 was 13.8x,
and the median estimated EV/EBITDA Multiple for 2002 was 14.2x; based on the
average EV/EBITDA Multiple for the above companies, the implied value of the VUE
Joint Venture (based on its pro forma EBITDA and excluding losses from emerging
businesses) is $20.382 billion in 2002E and based on the median EV/EBITDA
Multiple, the implied value of the VUE Joint Venture is $20.978 billion.

PRECEDENT TRANSACTIONS

Allen & Co. also analyzed precedent transactions in each of the different
asset classes in the VUE Joint Venture. For the filmed entertainment assets, the
average EV/EBITDA Multiple for nine precedent transactions was 18.8x, and based
on their estimated 2001 pro forma EBITDA, at an 18.8x multiple, the implied
transaction value of the filmed entertainment assets is $10.169 billion. For the
cable assets, the average ratio of implied value to estimated cash flow for 27
precedent transactions was 20.5x, and based on their estimated 2001 pro forma
EBITDA, at a 20.5x multiple, the implied value of the cable assets is
$10.849 billion. For the television production assets, the average EV/EBITDA
Multiple for eight precedent transactions was 11.2x, and based on their
estimated 2001 pro forma EBITDA, at an 11.2x multiple, the implied value of the
filmed entertainment assets is $1.043 billion. For the recreation & retail
assets, the average ratio of transaction value to estimated cash flow for ten
precedent transactions was 8.3x, and based on their estimated 2001 pro forma
EBITDA, at an 8.3x multiple, the implied value of the cable assets is
$2.954 billion. The aggregate implied value of the
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filmed entertainment assets, the cable assets, the television production assets
and the recreation & retail assets is therefore $25.015 billion.

WALL STREET ESTIMATES
Allen & Co. also reviewed Wall Street research reports concerning the value

of the assets to be contributed to the VUE Joint Venture by Vivendi and USA. The
following table sets forth the results of this review (dollars in millions):

LOW MEDIUM HIGH --- ------ ---- USA Entertainment
a0 U o $ 9,732
$11,165 $13,901 Universal Entertainment
(6700 0 1 o $ 6,598 $ 7,292 $
9,103
0 1

$16,329 $18,458 $23,004

Allen & Co. is a nationally recognized investment banking firm that is
continually engaged in the valuation of businesses and their securities in
connection with mergers and acquisitions, negotiated underwritings, competitive
bids, secondary distributions of listed and unlisted securities, private
placements and valuations for estate, corporate and other purposes. USA retained
Allen & Co. based on those qualifications as well as its familiarity with USA.
As of the date of its opinion, Allen & Co. and/or its affiliates owned
approximately 2,100,000 shares of USA common stock, and Donald R. Keough,
chairman of Allen & Co., serves as a director of USA. In addition, in the
ordinary course of its business, Allen & Co. and/or its affiliates may have long
or short positions, either on a discretionary or non-discretionary basis, for
its own account or for those of its clients, in the securities of USA and/or
Vivendi.

USA entered into a letter agreement with Allen & Co., dated December 12,
2001, which we refer to as the "Engagement Letter," under which Allen & Co.
agreed to act as financial advisor to USA, to negotiate on behalf of USA in
connection with the transactions and to assist USA in evaluating the fairness to
USA, from a financial point of view, of the consideration to be paid to USA in
the transactions. Pursuant to the Engagement Letter, USA agreed, among other
things, to pay Allen & Co. a fee in an amount to be mutually agreed upon by USA
and Allen & Co., which fee has not yet been determined or discussed. Whether or
not the transactions are completed, USA has agreed, pursuant to the Engagement
Letter, to reimburse Allen & Co. for all of its reasonable out-of-pocket
expenses and to indemnify Allen & Co. against specified liabilities and expenses



in connection with its engagement.
REGULATORY APPROVALS

There are certain foreign regulatory approvals that may be required before
the transactions can close. The parties are in the process of making the
necessary filings with the relevant regulatory agencies. The parties anticipate
receiving the requisite approvals in a timely manner, but there can be no
guarantee that the parties will receive such approvals or, if they do receive
the approvals, that such approvals will be received in a timely manner.

LITIGATION RELATING TO THE TRANSACTIONS

USA and its directors, along with Vivendi and Liberty, have been named as
defendants in purported stockholder class and derivative actions filed in the
Court of Chancery, County of New Castle, State of Delaware. Each of these
actions, which are substantially identical, are brought on behalf of a purported
class consisting of public stockholders of USA not affiliated with any of the
defendants and as a purported derivative action in the right of USA. The
complaints in the actions allege, among other things, that "[t]he transfer of
the USA Entertainment Group and its assets to the [VUE Joint Venture] represents
a break-up" of USA; that this transfer is "wrongful, unfair and harmful" to the
public stockholders of USA; that the transfer, and related transactions,
represent
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breaches of fiduciary duty by the individual defendants; that the board of
directors of USA has not fulfilled its alleged duties in connection with the
transaction because defendants were allegedly under a duty to seek the highest
price available for the USA Entertainment Group; that specified defendants
(i.e., Mr. Diller, Vivendi, Liberty and the representatives of Vivendi and
Liberty on the USA board of directors) are being disproportionately "enriched"
by the proposed transaction in relation to the public stockholders; that the
defendants have "failed to fully disclose the true value of USA's Entertainment
Group" and the alleged future financial benefits which Vivendi, Liberty and

Mr. Diller will obtain; and that the individual defendants approved

Mr. Diller's alleged usurpation of a corporate opportunity. The complaints also
allege that Vivendi and Liberty have aided and abetted the individual defendants
in their alleged breaches of fiduciary duty. As relief, the complaints seek,
among other things, a declaration that the proposed VUE Joint Venture is
"unfair, unjust and inequitable"; an injunction against consummation of the
transactions; an award of damages in an unspecified amount; and an order
"[r]equiring defendants to conduct a proper process in the break up of [USA]."
USA believes the allegations of the complaints are entirely without merit and
intends to vigorously defend the actions.

ABSENCE OF DISSENTERS' RIGHTS

USA is incorporated in the State of Delaware, and, accordingly, is governed
by the provisions of the Delaware General Corporation Law. USA stockholders are
not entitled to appraisal rights under the Delaware General Corporation Law with
respect to the transactions.
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THE TRANSACTION DOCUMENTS

The description of the material terms of the transaction documents set forth
below is not intended to be a complete description of those documents. We
qualify this description by reference to the Transaction Agreement, the form of
Partnership Agreement, the Amended and Restated Governance Agreement, the
Amended and Restated Stockholders Agreement, the form of Warrant Agreement and
the Vivendi/Liberty Merger Agreement which we have attached as Appendices A
through F to this proxy statement. We urge all stockholders to read these
appendices in their entirety.

TRANSACTION AGREEMENT

GENERAL

The Transaction Agreement provides for the structuring of the VUE Joint
Venture, a limited liability limited partnership, pursuant to the terms of the
Partnership Agreement described under "--Partnership Agreement." The VUE Joint
Venture will own (1) the USA Entertainment Group and (2) the Universal
Entertainment Group.

TRANSFER OF INTERESTS

At the closing of the transactions, subject to satisfaction of certain
conditions described under "--Conditions to the Transactions," the exchange



agreement relating to the LLC shares will terminate (except for the
representations and warranties contained therein), after which USANi LLC will
distribute to Universal interests in certain of its subsidiaries comprising the
USA Entertainment Group in return for the cancellation of the 320,856,512 LLC
shares that will be owned by Universal and its affiliates following Vivendi's
acquisition of Liberty's LLC shares pursuant to the Vivendi/Liberty Merger
Agreement.

Universal and its affiliates will contribute to the VUE Joint Venture their
rights and interests in the subsidiary or subsidiaries comprising the Universal
Entertainment Group and the interests distributed by USANi LLC to Universal, and
USA, USANi LLC and their affiliates will contribute to the VUE Joint Venture
their remaining rights and interests in the subsidiaries comprising the USA
Entertainment Group, in each case, in return for interests in the VUE Joint
Venture.

The Transaction Agreement further provides for the issuance by USA to
Universal of warrants to purchase an aggregate of 60,467,735 shares of USA
common stock in exchange for Universal agreeing to enter into certain commercial
arrangements and for other valuable consideration. The terms of the warrants are
described in further detail under "--Warrant Agreement."

REPRESENTATIONS AND WARRANTIES

REPRESENTATIONS AND WARRANTIES OF USA. The Transaction Agreement includes
standard representations and warranties, generally subject to materiality
qualifiers, of USA, including, among other things, as to:

- corporate organization and good standing;

- corporate authority;

- no conflicts with material contracts, judgments or law;

- required consents and approvals;

- capitalization of USA;

- subsidiaries comprising the USA Entertainment Group;

- financial statements;

- no undisclosed liabilities;

- material contracts relating to the USA Entertainment Group;
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- title to, and sufficiency of, assets contributed to the VUE Joint Venture;

- USA Entertainment Group real property;

- USA Entertainment Group intangible property;

- USA Entertainment Group licenses;

- absence of changes or events relating to the USA Entertainment Group;

- compliance with applicable law by the USA Entertainment Group;

- legal proceedings relating to the USA Entertainment Group;

- brokers;

- tax matters relating to the USA Entertainment Group; and

- employee matters relating to the USA Entertainment Group.

REPRESENTATIONS AND WARRANTIES OF UNIVERSAL. The Transaction Agreement
includes standard representations and warranties, generally subject to
materiality qualifiers, of Universal (including, in some cases, with respect to
Vivendi) including, among other things, as to:

- corporate organization and good standing;

- corporate authority;

- no conflicts with material contracts, judgements or law;

- required consents and approvals;



subsidiaries comprising the Universal Entertainment Group;

Vivendi's financial statements;

no undisclosed liabilities;

title to, and sufficiency of, assets contributed to the VUE Joint Venture;

absence of changes or events relating to the Universal Entertainment
Group;

compliance with applicable law by the Universal Entertainment Group;
legal proceedings relating to the Universal Entertainment Group;
brokers; and

tax matters relating to the Universal Entertainment Group.

INTERIM OPERATING COVENANTS

Until the closing of the transactions (or the termination of the Transaction
Agreement), the Transaction Agreement obligates each of USA and Universal to
conduct its entertainment group in the usual, regular and ordinary course in
substantially the same manner as previously conducted and to use all reasonable
efforts to keep intact its entertainment group, keep available the services of
the related employees and preserve such group's relationships with customers,
suppliers, licensors, licensees, distributors, and others with whom it deals. In
addition, the Transaction Agreement prohibits each of USA and Universal from
taking any of the following actions with respect to its entertainment group
without the prior written consent of the other party:

amending the organizational documents of any of its subsidiaries;

other than sweeping cash in the ordinary course consistent with past
practice, permitting specified subsidiaries to make any declaration or
payment of any dividend or any other distribution;
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redeeming or otherwise acquiring any shares of capital stock or any
option, warrant or right relating to such capital stock or any securities
convertible into or exchangeable for any shares of such capital stock;

incurring or assuming any indebtedness for borrowed money or guaranteeing
any such indebtedness;

permitting any asset being contributed to the VUE Joint Venture to become
subject to a lien;

canceling any material indebtedness or waiving any claims or rights of
substantial value;

paying, loaning or advancing any amount to, or selling, transferring or
leasing any of its assets to, or entering into any agreement or
arrangement with any of its affiliates;

making any change in any method of financial accounting or financial
accounting practice or policy other than those required by generally
accepted accounting principles;

making any change in the methods or timing of collecting receivables or
paying payables;

other than in the ordinary course of business, making or incurring any
capital expenditure not currently approved in writing or budgeted; or

selling, leasing, licensing or otherwise disposing of any of its assets,
except inventory, programming or other goods or services sold in the
ordinary course of business consistent with past practice.

In addition to the foregoing restrictions, the Transaction Agreement
restricts USA from:

- making changes to benefits arrangements or labor agreements relating to

the USA Entertainment Group other than in the ordinary course of business
and consistent with past practice;

granting any increase in compensation or benefits to employees of the USA
Entertainment Group, other than in the ordinary course of business,
consistent with past practice; or



- granting new options or restricted stock to employees of the USA
Entertainment Group, other than as required under existing agreements.

EFFORTS

Each of USA and Universal and its respective affiliates has agreed to use
its reasonable best efforts to cause the closing of the transactions to occur as
soon as practicable and to obtain all consents and approvals from third parties
necessary or appropriate to effect the contributions of the USA Entertainment
Group and the Universal Entertainment Group to the VUE Joint Venture. In
addition, each of Vivendi, Universal, USA and Liberty has agreed to take all
other actions as such other party may reasonably deem necessary or desirable to
complete the transactions.

Concurrently with the execution of the Transaction Agreement, Vivendi,
Universal, Liberty and certain of their respective affiliates entered into an
Agreement and Plan of Merger and Exchange, which we refer to as the
"Vivendi/Liberty Merger Agreement." Among other things, the Vivendi/Liberty
Merger Agreement provides for the transfer by Liberty to Universal of 25,000,000
shares of USA common stock and the transfer by Liberty to Vivendi of entities
holding 38,694,982 LLC shares in return for Vivendi ordinary shares. The
completion of the transfers by Liberty of the USA common stock and the LLC
shares, and Liberty's receipt of Vivendi ordinary shares in return, is a
condition precedent to each of USA's, Universal's and Liberty's satisfaction of
its obligations under the Transaction Agreement. USA and Vivendi have agreed not
to amend or waive this prerequisite without Liberty's consent. Accordingly,
under the terms of the Transaction Agreement, Universal and Liberty have agreed
to use their reasonable best efforts (subject to the terms of the
Vivendi/Liberty Merger Agreement) to satisfy, as promptly as practicable, the
conditions to the completion of the transactions set forth in the
Vivendi/Liberty Merger Agreement. Universal has also agreed not to terminate the
Vivendi/Liberty Merger Agreement prior to September 30, 2002 or amend the
Vivendi/Liberty Merger
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Agreement in any manner that would (1) delay the completion of the transactions
in any material respect, or (2) increase the consideration payable to Liberty
thereunder, other than as a result of any amendments entered into in connection
with a European regulatory proceeding relating to the transfer by Liberty to
Universal of interests in multiThematiques. In the event that the closing of the
transactions will be significantly delayed by the inquiry of any regulatory body
reviewing the multiThematiques transaction, Vivendi and Liberty will negotiate
in good faith to amend the Vivendi/ Liberty Merger Agreement to avoid delaying
the closing of the transactions, and Vivendi and Liberty are required to execute
such amendment if it provides to Liberty the economic benefits of the
multiThematiques transaction.

EXPENSES

USA has agreed that if Universal terminates the Transaction Agreement as a
result of the USA board of directors or a committee of the USA board of
directors having withdrawn or modified its approval or recommendation of the
Transaction Agreement or the transactions, USA will reimburse Universal and its
affiliates for all of their documented, out of pocket expenses incurred in
connection with the Transaction Agreement and the related documents, up to a
limit of $15 million. Other than as provided in the preceding sentence or with
respect to transfer taxes, the payment of which is specifically allocated
between the parties, each party to the Transaction Agreement is responsible for
the costs and expenses incurred by that party in connection with the Transaction
Agreement and the completion of the transactions.

TERMINATION OF EXISTING AGREEMENTS

In connection with the transactions, subject to the parties' commitment to
provide for a mutually satisfactory, orderly wind-down, USA and Universal have
agreed to terminate the following business arrangements upon the earlier to
occur of (1) the completion of the transactions and (2) the termination of the
Transaction Agreement:

- Universal's exclusive international distribution of television programming
produced by USA; and

- USA's exclusive domestic distribution of television programming produced
by Universal.

Even if the parties do not complete the transactions, Universal and USA will
terminate the foregoing business arrangements if the Transaction Agreement is
terminated. Notwithstanding the termination of these business arrangements, USA
and Universal have agreed, for a minimum period of one year, to make available



to one another any excess capacity with respect to the domestic and
international distribution of television programming.

USA and Universal have also agreed to terminate existing agreements relating
to merchandising, music administration and music publishing, video distribution
and other matters. These agreements will only terminate if the parties complete
the transactions.

STOCKHOLDERS MEETING

USA has agreed to hold a meeting of its stockholders for the purpose of
obtaining approval of the transactions as soon as practicable and has agreed to
recommend to its stockholders that they approve the transactions, except to the
extent that the USA board of directors has withdrawn or modified its
recommendation of the transactions as a result of a good faith determination
that it is necessary to do so in order to comply with its fiduciary obligations.

COMMERCIAL ARRANGEMENTS

USA and Vivendi have agreed to enter into a series of strategic and
commercial alliances with one another covering each party's transactional and
internet businesses. In addition, USA and Universal have agreed to negotiate in
good faith to enter into an agreement pursuant to which the VUE Joint
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Venture will provide programming distribution for the Home Shopping Network,
America's Store, and other USA transactional services.

LEASE ARRANGEMENT

USA has agreed, for a reasonable transition period of up to two years
following the closing of the transactions, to permit the VUE Joint Venture to
occupy USA's premises located at 8800 Sunset Boulevard, West Hollywood,
California, on a rent-free basis.

USA AGREEMENT NOT TO COMPETE

Until the later of (1) the 18-month anniversary of the closing of the
transactions, and (2) six months after Mr. Diller ceases to be chief executive
officer of the VUE Joint Venture, USA has agreed not to engage in or acquire any
interest in any person engaged in the following businesses:

- the operation, programming or delivery of any general or genre-based
entertainment television channel;

- the production and distribution of entertainment television programming
and feature films; and

- any other business conducted by the USA Entertainment Group or the
Universal Entertainment Group as of the closing of the transactions; and
any reasonably foreseeable entertainment-focused extensions of such
businesses that are programming or film-oriented, other than in a
transactional context.

If, at any time following the 18-month anniversary of the closing of the
transactions, Mr. Diller ceases to be an officer of USA or any of its affiliates
or resigns as chief executive officer of the VUE Joint Venture for good reason
or is terminated as chief executive officer of the VUE Joint Venture without
cause, USA's agreement not to compete will cease to apply.

The agreement not to compete makes clear that USA may conduct the following
businesses:

- television channels which are consumer transaction-oriented or which
provide informational services which lend themselves to commerce or which
otherwise serve as a means of introducing, starting or promoting
transactional services, including transaction-oriented television channels
whose primary focus is the provision of electronic retailing, auction
services or gaming/gambling services; and

- electronic commerce and retailing, information and services.

Furthermore, the agreement not to compete does not prevent USA from owning:

- its interest in the VUE Joint Venture;

- less than 5% of the equity of a public company engaged in the competing
business;

- less than 10% of the indebtedness of a company engaged in the competing



business;

- any company which derives less than 30% of its revenues from the competing
business, so long as USA disposes of its interest in the competing
business within six months of the acquisition; or

- interests in Vivendi as a result of the exercise of the put or call
relating to USA's common interest in the VUE Joint Venture.

USA'S NON-SOLICITATION AGREEMENT

Until the later of (1) the 18-month anniversary of the closing of the
transactions, and (2) six months after Mr. Diller ceases to be chief executive
officer of the VUE Joint Venture, USA has agreed, subject to specified
exceptions, not to:

- solicit, recruit or hire any employees of the VUE Joint Venture; or

- solicit or encourage any employee of the VUE Joint Venture to leave the
VUE Joint Venture.
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If, at any time following the 18-month anniversary of the closing of the
transactions, Mr. Diller ceases to be an officer of USA or any of its affiliates
or resigns as chief executive officer of the VUE Joint Venture for good reason
or is terminated as chief executive officer of the VUE Joint Venture without
cause, the non-solicitation restrictions with respect to USA will cease to

apply.
USA TRADEMARKS

The name "USA Networks" will be included among the assets contributed to the
VUE Joint Venture. USA and Universal have agreed to negotiate in good faith to
determine how the ownership of the various logos and designs currently
associated with the "USA Networks" name will be allocated and have further
agreed that each party will grant to the other party, at no significant economic
cost, the right to use any logo or name allocated to it in accordance with the
current use of such logo or name.

USA STOCK OPTIONS AND RESTRICTED STOCK

Generally, with respect to options to purchase shares of USA common stock
and restricted shares of USA common stock held by USA employees transferred to
the VUE Joint Venture, Vivendi intends to convert such options and restricted
shares into options to purchase Vivendi American Depositary Shares and
restricted Vivendi American Depositary Shares, as applicable, based on a
calculation that is intended to preserve the "value" (if any) of the options and
the restricted shares being converted measured as of the conversion date and
with such other terms and conditions as may be set forth in the plan or policy
applicable to such converted awards.

RETENTION OF USA COMMON SHARES

In order to satisfy its obligations with respect to USA's Class B preferred
interest in the VUE Joint Venture, Universal has agreed that it will, at all
times until the consummation of a sale pursuant to an exercise (if any) of the
put right or the call right relating to the Class B preferred interest, retain
at least 43,181,308 shares of USA common stock and 13,430,000 shares of USA
Class B common stock, in each case free of any liens.

MISCELLANEOUS COVENANTS

The Transaction Agreement contains other customary covenants relating to the
preparation and distribution of this document, public announcements regarding
the transactions, mutual notification of specified matters and access to
information.

CONDITIONS TO THE TRANSACTIONS

Pursuant to the terms of the Transaction Agreement, the obligations of each
party to complete the transactions are subject to a number of conditions,
including:

- receipt of all consents that would have a material adverse effect if not
obtained;

- the absence of any law or judgment or other legal restraint or prohibition
preventing the completion of the transactions;

- the required approval of the transactions by USA's stockholders; and



- the transfer by Liberty to Universal of 25,000,000 shares of USA common
stock and the transfer by Liberty to Vivendi of entities holding
38,694,982 LLC shares pursuant to the terms of the Vivendi/Liberty Merger
Agreement in return for Vivendi ordinary shares.

Pursuant to the terms of the Transaction Agreement, USA's obligation to
complete the transactions is subject to the following additional conditions:

- Each of Universal's representations and warranties must have been true and
correct as of December 16, 2001, except to the extent that the failure of
such representations and warranties to have been true and correct would
not have a material adverse effect on the Universal
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Entertainment Group or on the ability of Universal and its affiliates to
complete the transactions.

- Universal's representations and warranties relating to
-- organization, good standing and authority;

-- the absence of material conflicts resulting from the execution of the
Transaction Agreement;

-- Universal's and its affiliates' organizational documents; and

-- the Universal Entertainment Group assets being contributed to the VUE
Joint Venture

must be true and correct as of the closing of the transactions, except to
the extent that the failure of such representations and warranties to be
true and correct would not have a material adverse effect on the Universal
Entertainment Group or on the ability of Universal and its affiliates to
complete the transactions.

- Each of Universal and its affiliates shall have performed in all material
respects all obligations required to be performed under the Transaction
Agreement.

Pursuant to the terms of the Transaction Agreement, Universal's obligation
to complete the transactions is subject to the following conditions:

- Each of USA's representations and warranties must have been true and
correct as of December 16, 2001, except to the extent that the failure of
such representations and warranties to have been true and correct would
not have a material adverse effect on the USA Entertainment Group or on
the ability of USA and its affiliates to complete the transactions.

- USA's representations and warranties relating to
-- organization, good standing and authority;

-- the absence of material conflicts resulting from the execution of the
Transaction Agreement;

-- USA's and its affiliates' organizational documents; and

-- the USA Entertainment Group assets being contributed to the VUE Joint
Venture

must be true and correct as of the closing of the transactions, except to
the extent that the failure of such representations and warranties to be
true and correct would not have a material adverse effect on the USA
Entertainment Group or on the ability of USA and its affiliates to
complete the transactions.

-- Each of USA and its affiliates shall have performed in all material
respects all obligations required to be performed under the
Transaction Agreement.

TERMINATION OF THE TRANSACTION AGREEMENT
The Transaction Agreement may be terminated at any time:

-- by mutual written consent of the parties;

-- by either USA or Universal if the USA stockholders do not approve the
transactions;



-- by either USA or Universal if any of the conditions to such party's
obligations become impossible to fulfill;

-- by Universal if the USA board of directors or any committee of the USA
board of directors withdraws or modifies its approval or
recommendation of the Transaction Agreement; or

-- by any party if the closing does not occur on or prior to
September 30, 2002.
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INDEMNIFICATION

USA and Vivendi have entered into customary indemnification arrangements
regarding the breach of representations, warranties and covenants of each party
and its affiliates contained in any of the following documents: the Transaction
Agreement, the Partnership Agreement, the Amended and Restated Governance
Agreement, the Amended and Restated Stockholders Agreement, the Warrant
Agreement and the Vivendi/Liberty Merger Agreement. The obligations for breaches
of representations and warranties are generally subject to a $150 million
"basket," pursuant to which an indemnifying party is required to compensate an
indemnified party for any losses related to the breaches only to the extent all
such losses exceed $150 million. In the case of indemnification obligations
relating to taxes, the indemnifying party has a complete obligation, from the
first dollar of an indemnified loss relating to tax matters covered by the
Transaction Agreement.

As part of the indemnification obligations described above, Vivendi agreed
to indemnify USA for any dissolution or winding up of the VUE Joint Venture or
bankruptcy of the general partner of the VUE Joint Venture at any time while
preferred interests in the VUE Joint Venture are outstanding.

AMENDMENT

The Transaction Agreement may be amended by the parties to the Transaction
Agreement, at any time before or after the USA stockholders approve the
transactions, but after any such approvals, the parties may not amend the
Transaction Agreement in a manner that requires further approval of USA's
stockholders without obtaining such further approval.

PARTNERSHIP AGREEMENT
GENERAL

At the closing of the transactions, as provided in the Transaction
Agreement, subsidiaries of Universal, USA and its subsidiaries and Mr. Diller
will execute a limited liability limited partnership agreement, which we refer
to throughout this proxy statement as the "Partnership Agreement." The form of
Partnership Agreement is attached as Appendix B to this proxy statement. The
Partnership Agreement governs the formation and management of the VUE Joint
Venture, the terms of the preferred and common interests in the VUE Joint
Venture, partnership distributions, the transfer of interests in the VUE Joint
Venture, the dissolution and liquidation of the VUE Joint Venture and the terms
of Mr. Diller's agreement not to compete with the VUE Joint Venture. Under the
terms of the Partnership Agreement, subsidiaries of Universal, USA and its
subsidiaries and Mr. Diller will initially hold common interests in the VUE
Joint Venture in participation percentages of 93.06%, 5.44% and 1.50%,
respectively.

CASH DISTRIBUTION TO USA

At the Closing, the VUE Joint Venture will pay to a subsidiary of USA a
$1,618,710,396 cash distribution, which amount will be structured to be
tax-deferred for a 15-year period. The VUE Joint Venture will finance the cash
distribution through a borrowing which the VUE Joint Venture will keep
outstanding during the 15-year period. The repayment of the borrowing at the end
of the 15-year period will be treated as a taxable distribution to the USA
subsidiary.

USA'S COMMON INTEREST

USA and its subsidiaries will initially hold a 5.44% common interest in the
VUE Joint Venture. This common interest will have the following put/call
features:

- Beginning on the five-year anniversary of the closing of the transactions,
Universal may purchase USA's common interest for an amount in cash or, at
Universal's option, Vivendi ordinary shares (or, at USA's option, other
listed common equity securities of Vivendi) at the private market value
(see below) of the common interest.
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- Beginning on the eight-year anniversary of the closing of the
transactions, USA may require Universal to purchase USA's common interest
for an amount in cash or, at Universal's option, Vivendi ordinary shares
(or, at USA's option, other listed common equity securities of Vivendi) at
the private market value of the common interest.

- If USA continues to hold its Class A preferred interest or Class B
preferred interest in the VUE Joint Venture, any purchase or sale will
only be applicable to a portion of the common interest so that USA and its
subsidiaries continue to collectively own a 1% common interest in the VUE
Joint Venture.

- In the event that USA receives Vivendi shares in settlement of its common
interest, USA will receive customary registration rights with respect to
those shares, including the right to three demand registrations.

- The private market value of USA's common interest will be determined in an
appraisal process involving investment bankers selected by USA and
Universal. Such valuation will not assume the value of the VUE Joint
Venture in an "auction" proceeding, and any valuation methodology will
exclude any acquisition of similar assets or businesses at a uniquely high
valuation due to a purchaser's strategic need to acquire such assets or
businesses.

MR. DILLER'S COMMON INTEREST

Mr. Diller will hold a common interest in the VUE Joint Venture with a 1.5%
profit sharing percentage. Mr. Diller's common interest will have the following
put/call features:

- At any time after the first anniversary of the closing of the
transactions, Mr. Diller may require Universal to purchase his common
interest for an amount in cash or, at Universal's option, Vivendi ordinary
shares (or, at Mr. Diller's option, other listed common equity securities
of Vivendi) having a value equal to the greater of (1) $275 million and
(2) the private market value of Mr. Diller's common interest.

- At any time after the later of (1) the second anniversary of the closing
of the transactions and (2) the time that Mr. Diller is no longer chief
executive officer of the VUE Joint Venture, Universal may purchase
Mr. Diller's common interest for an amount in cash or, at Universal's
option, Vivendi ordinary shares (or, at Mr. Diller's option, other listed
common equity securities of Vivendi) having a value equal to the greater
of (1) $275 million and (2) the private market value of Mr. Diller's
common interest.

- In the event that Mr. Diller's employment is terminated without cause or
as a result of his death, Mr. Diller terminates his employment for good
reason or Mr. Diller becomes disabled, Mr. Diller's right to require
Universal to purchase his common interest will become immediately
exercisable.

- In the event that Mr. Diller receives Vivendi shares in settlement of his
common interest, Mr. Diller will receive customary registration rights
with respect to those shares, including the right to two demand
registrations. Vivendi will pay up to 1% of gross proceeds in the
aggregate of any underwriting discounts, fees and commissions related to
the registration of shares on behalf of Mr. Diller.

- The private market value of Mr. Diller's common interest will be
determined in an appraisal process involving investment bankers selected
by Mr. Diller and Universal. Such valuation will not assume the value of
the VUE Joint Venture in an "auction" proceeding, and any valuation
methodology will exclude any acquisition of similar assets or businesses
at a uniquely high valuation due to a purchaser's strategic need to
acquire such assets or businesses.
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USA'S PREFERRED INTERESTS

Under the terms of the Partnership Agreement, USA and its subsidiaries will
hold additional equity interests in the VUE Joint Venture in the form of a
Class A preferred interest and a Class B preferred interest. The Class A
preferred interest and the Class B preferred interest will rank equally with one
another, and will be the most senior equity interests in the VUE Joint Venture,
having a preference with respect to distributions and liquidations.



The Class A preferred interest will have the following key terms:
- FACE VALUE. $750 million.

- MATURITY. 20 years.

- ANNUAL PAID-IN-KIND DIVIDEND. 5%, accreting quarterly.

- SETTLEMENT. Settled at maturity in cash in an amount equal to the face
value plus the aggregate annual paid-in-kind dividends.

The Class B preferred interest will have the following key terms:
- FACE VALUE. $1.75 billion.

- ANNUAL PAID-IN-KIND DIVIDEND. 1.4%, accreting quarterly.

- ANNUAL CASH DIVIDENDS. 3.6%

- PUT/CALL ARRANGEMENT. USA may require Universal to purchase the preferred
interest and Vivendi and/or Universal may require USA to sell to it the
preferred interest any time following the 20-year anniversary of issuance
for a number of USA common shares having a market value equal to the face
value plus the aggregate annual paid-in-kind dividends, subject to a
maximum of 56,611,308 USA common shares.

-- In accordance with the terms of the Transaction Agreement, Universal
will, at all times, retain at least 43,181,308 shares of USA common
stock and 13,430,000 shares of USA Class B common stock, in each case
free of any liens.

-- Universal will satisfy its put/call obligations first out of USA
Class B common stock, and second out of USA common stock.

-- The market value of the USA common shares will be determined based on
a volume weighted average price over the 15 consecutive trading days
preceding settlement.

-- Universal may, at its election, in lieu of shares of USA common stock
(but not USA Class B common stock), deliver cash equal to the market
value of those shares.

-- In the event that USA common shares ceases to be outstanding before
exercise of the put or call, the Class B preferred interest in the VUE
Joint Venture will instead be puttable or callable for cash, plus
interest at USA's effective cost of borrowing, or such other
securities or property into which USA common shares was exchanged for
or converted into.

Upon the consummation of the exercise of a put or call, the maturity of the
Class B preferred interest shall be immediately accelerated, and redeemed by the
partnership by payments to the holder thereof of a distribution in cash equal to
its then accreted face value.
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NEGATIVE COVENANTS

The Partnership Agreement contains a number of restrictions on the conduct
of the VUE Joint Venture, including the following:

CONSENT RIGHTS OF HOLDERS OF PREFERRED INTERESTS

Other than the consent rights described in this proxy statement under this
section, holders of preferred interests in the VUE Joint Venture have no voting,
approval or consent rights, including with respect to any merger, conversion or
consolidation of the VUE Joint Venture. Any change to the Partnership Agreement
that would have an adverse effect on the rights of the Class A preferred
interest or the Class B preferred interest or that would be materially adverse
to the right of the holders of the preferred interests requires the consent of
the holders of such preferred interests.

CONSENT RIGHTS OF USA RELATING TO THE CLASS A PREFERRED INTEREST

For as long as the Class A preferred interest is outstanding, the VUE Joint
Venture will not take any of the following actions without the prior consent of
USA:

- issue any equity securities that rank senior to, or equally with, the
Class A preferred interest and the Class B preferred interest, or that are
exchangeable for or convertible into such securities;



- merge or consolidate unless specified conditions are satisfied;
- liquidate, dissolve or wind up; or

- become an "investment company" as defined in the Investment Company Act of
1940, as amended.

For as long as the Class A preferred interest is outstanding, unless the VUE
Joint Venture posts an irrevocable letter of credit in favor of the holders of
the Class A preferred interest in the VUE Joint Venture in an amount sufficient
to cover its obligations with respect to the Class A preferred interest and with
an expiration date no earlier than the maturity date of the Class A preferred
interest, the VUE Joint Venture will not take any of the following actions
without the prior consent of USA:

- issue any other preferred equity interests in the VUE Joint Venture
redeemable or exchangeable for or convertible into any equity security of
the VUE Joint Venture (other than common interests), or issue any security
that is exchangeable for or convertible into cash, cash equivalents or any
preferred equity interest described in this bullet;

- transfer any assets of the VUE Joint Venture other than in the ordinary
course of business unless at least 50% of the net proceeds of the transfer
are retained or otherwise redeployed by the VUE Joint Venture and at the
time of the transfer the VUE Joint Venture has a consolidated tangible net
worth of at least $4 billion; or

- create, incur, assure, guarantee or permit to exist indebtedness in excess
of $800 million at any time, other than the indebtedness incurred in order
to make the $1.62 billion cash distribution to USA at the closing of the
transactions.

CONSENT RIGHTS OF HOLDERS OF COMMON INTERESTS

Other than the consent rights described in this paragraph, no holder of
common interests, including USA and Mr. Diller, has any voting, approval or
consent rights, including with respect to any merger, conversion or
consolidation of the VUE Joint Venture. Any change to the Partnership Agreement
that would have an adverse effect on the rights of a holder of a common interest
in the VUE Joint Venture requires the consent of each such holder. In addition,
prior to the exercise of a put or call right with respect to USA's common
interest in the VUE Joint Venture and prior to any election
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by USA to exercise its preemptive right solely to maintain a 1% common interest
in the VUE Joint Venture, the following actions require the consent of USA:

- entering into, terminating, modifying or extending any agreement,
transaction or relationship between the VUE Joint Venture and an affiliate
of Vivendi that is not on an arm's-length basis; or

- making any distribution in respect of, redeeming, repurchasing or
otherwise acquiring any common interest in the VUE Joint Venture held by
Universal or any of its affiliates, other than pro rata distributions,
redemptions, repurchases and acquisitions.

TAX RELATED COVENANTS

The VUE Joint Venture will not take any of the following actions without the
consent of USA:

- sell any assets of the USA Entertainment Group any time prior to the
15-year anniversary of the closing of the transactions, other than sales
of assets in the ordinary course of business and sales the fair market
values of which do not exceed, individually or in the aggregate,
$5 million;

- reduce the principal balance of the debt incurred by the VUE Joint Venture
to fund the $1.62 billion cash distribution to USA, other than certain
permitted reductions after the second anniversary of the closing of the
transactions; or

- take certain other actions that would result in current tax to USA.

Under the terms of the Transaction Agreement, Vivendi may elect to have any
of the preceding tax-related covenants not apply. If Vivendi makes that election
and the vivendi or the VUE Joint Venture takes any action that would have
breached that covenant protecting USA's tax deferral, Vivendi is required to pay
to USA an amount designed to approximate the net present value of the resulting



loss of tax deferral.
TRANSFERS OF INTERESTS IN THE VUE JOINT VENTURE

Subject to the put and call features of USA's Class B preferred interest and
USA's common interest in the VUE Joint Venture, the Partnership Agreement
contains the following restrictions on transfers of USA's common and preferred
interests:

- In general, USA may transfer its preferred interests and common interests
in the VUE Joint Venture only to wholly owned subsidiaries of USA.

- USA may pledge or hedge its preferred interests in the VUE Joint Venture,
but may not enter into any transaction which could result in the transfer
of its preferred interests or common interests to a third party.

- No transfer is permitted that would reasonably be expected to result in a
materially adverse tax consequence to any partner in the VUE Joint
Venture, or that would result in a violation of federal securities law.

Under the terms of the Transaction Agreement, Mr. Diller is permitted to
assign beneficial interests in the right to receive up to an aggregate of 10% of
his common interest in the VUE Joint Venture to up to four persons designated by
Mr. Diller prior to the closing of the transactions.

In the event that Universal transfers any portion of its common interest to
a third party, USA and Mr. Diller are entitled to participate in any such sale
on a pro rata basis and on the same terms and conditions as Universal.

ADDITIONAL COMMON INTERESTS IN THE VUE JOINT VENTURE

Subject to the restrictions on additional preferred interests described
above, the VUE Joint Venture may issue additional common interests at any time
(whether to existing partners or to third parties), and each of the VUE Joint
Venture's partners' common interests will be diluted pro rata by any third party
issuance of additional common interests in the VUE Joint Venture.
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For as long as USA and its affiliates own a common interest in the VUE Joint
Venture equal to or greater than 1%, and a put or call with respect to USA's
common interest has not been exercised, USA will have the right, but not the
obligation, to purchase for cash additional common interests in connection with
an issuance of additional common interests to Universal or any of its affiliates
so that USA and its affiliates maintain the same relative common interest in the
VUE Joint Venture that they had immediately prior to the issuance to Universal
or its affiliates. In the event of any issuance of additional common interests
in the VUE Joint Venture, USA will have the right to exercise preemptive rights
to maintain a 1% common interest in the VUE Joint Venture.

TAX DISTRIBUTIONS

The VUE Joint Venture will make mandatory tax distributions to cover taxes
allocable to USA and its subsidiaries, Universal or Mr. Diller with respect to
the VUE Joint Venture's taxable income.

GOVERNANCE OF THE VUE JOINT VENTURE

Universal will control the VUE Joint Venture and USA will not be entitled to
any veto or consent rights other than as described under "--Negative Covenants."

CHAIRMAN AND CHIEF EXECUTIVE OFFICER OF THE VUE JOINT VENTURE

Mr. Diller will serve as the Chairman and Chief Executive Officer of the VUE
Joint Venture, at his will and at Vivendi's pleasure. Mr. Diller will have no
employment contract, and will receive no compensation for his service as the
Chairman and Chief Executive Officer of the VUE Joint Venture. The VUE Joint
Venture will pay or reimburse Mr. Diller and any other USA employee, if any, who
is an officer of the VUE Joint Venture for all out-of-pocket expenses directly
related to the performance of his duties as an officer of the VUE Joint Venture.

VUE JOINT VENTURE BOARD OF DIRECTORS

Universal may, at its election, appoint a board of directors or other
governing body to oversee the policy and operating procedures with respect to
the business and affairs of the VUE Joint Venture. In the event that Universal
appoints such a board, it will include Mr. Diller for so long as Mr. Diller
remains an officer of the VUE Joint Venture. If Mr. Diller is no longer an
officer of the VUE Joint Venture, for so long as USA has a common interest in
the VUE Joint Venture in excess of 1% and a put or call of USA's common interest
has not been exercised, the VUE Joint Venture board of directors will include



one person designated by USA and reasonably satisfactory to Universal.
CONTRIBUTIONS BY UNIVERSAL OF ASSETS TO THE VUE JOINT VENTURE

To the extent that Universal or an affiliate of Universal acquires assets or
equity securities of third parties engaged in the business of the VUE Joint
Venture or any related business, Universal or its affiliate may, upon receiving
the approval of the general partner of the VUE Joint Venture, elect to
contribute those assets or equity securities to the VUE Joint Venture in
exchange for cash or if otherwise permitted by the Partnership Agreement, a note
or common interests in the VUE Joint Venture, subject to USA's preemptive
rights, in each case equal to the value of the consideration paid by Universal
or its affiliate for the contributed assets or equity securities.

MR. DILLER'S AGREEMENT NOT TO COMPETE
Until the date that is the earlier of:
- the later of
-- the 18-month anniversary of the closing of the transactions; and

-- six months after Mr. Diller ceases to be chief executive officer of
the VUE Joint Venture; and

- the three-year anniversary of the closing of the transactions,
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Mr. Diller has agreed not to engage in or acquire any interest in any person
engaged in the following businesses:

- the operation, programming or delivery of any general or genre-based
entertainment television channel;

- the production and distribution of entertainment television programming
and feature films; and

- any other business conducted by the USA Entertainment Group or the
Universal Entertainment Group as of the closing of the transactions; and
any reasonably foreseeable entertainment-focused extensions of such
businesses that are programming or film oriented, other than in a
transactional context.

If, at any time following the 18-month anniversary of the closing,
Mr. Diller resigns as chief executive officer of the VUE Joint Venture for good
reason or is terminated as chief executive officer of the VUE Joint Venture
without cause, the non-competition restrictions with respect to Mr. Diller will
cease to apply.

Mr. Diller's agreement not to compete makes clear that he may engage in the
following businesses:

- television channels which are consumer transaction-oriented or which
provide informational services which lend themselves to commerce or which
otherwise serve as a means of introducing, starting or promoting
transactional services, including transaction-oriented television channels
whose primary focus is the provision of electronic retailing, auction
services or gaming/gambling services;

- electronic commerce; and

- retailing, information and services.

The agreement does not prevent Mr. Diller from:

- owning his interest in the VUE Joint Venture;

- owning interests in an entity engaged in the restricted business so long
as he does not serve as a director, officer, consultant, or employee of
that entity or otherwise engage in the management of such entity;

- engaging in charitable activities relating to the restricted business;

- owning interests in Vivendi as a result of the exercise of the put or call
relating to his common interest in the VUE Joint Venture; or

- remaining a director on any board of directors on which he currently sits.

MR. DILLER'S NON-SOLICITATION AGREEMENT



Until the date that is the earlier of:
- the later of
-- the 18-month anniversary of the closing of the transactions; and

-- six months after Mr. Diller ceases to be chief executive officer of
the VUE Joint Venture; and

- the three-year anniversary of the closing of the transactions,
Mr. Diller has agreed, subject to specified exceptions, not to:
- solicit, recruit or hire any employees of the VUE Joint Venture;

- solicit or encourage any employee of the VUE Joint Venture to leave the
VUE Joint Venture;

- disclose any confidential information relating to the VUE Joint Venture;
or

- use such confidential information for his benefit or the benefit of
others.
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If, at any time following the 18-month anniversary of the closing of the
transactions, Mr. Diller ceases to be an officer of USA or any of its affiliates
or resigns as chief executive officer of the VUE Joint Venture for good reason
or is terminated as chief executive officer of the VUE Joint Venture without
cause, the non-solicitation restrictions with respect to Mr. Diller will cease
to apply.

CORPORATE OPPORTUNITY

If any of Universal, USA, Mr. Diller or any of their respective affiliates
acquires knowledge of a potential transaction or matter which may be an
investment or business opportunity or prospective economic advantage in which
the VUE Joint Venture could have an interest or otherwise is then exploiting any
such transaction or matter, the VUE Joint Venture will not have any interest in
such transaction or matter and will not have any expectation that such
transaction or opportunity be offered to it, except to the extent that such
corporate opportunity is expressly offered to such person in his or her capacity
as an officer of the VUE Joint Venture.

Except as otherwise provided under "--Transaction Agreement--USA Agreement
Not to Compete" and "--Partnership Agreement--Mr. Diller's Agreement Not to
Compete, "

- Universal, USA, Mr. Diller and their respective affiliates may engage or
invest in any business activity of any type or description, including
those that might be the same as or similar to the VUE Joint Venture's
business;

- neither the VUE Joint Venture nor any person beneficially owning common
interests in the VUE Joint Venture shall have any right in or to the
business activities or ventures described in the immediately preceding
bullet or to receive or share in any income or proceeds derived therefrom;
and

- the VUE Joint Venture will not have any interest or expectancy, and
specifically renounces any interest or expectancy, in any such business
activities or ventures.

AMENDED AND RESTATED GOVERNANCE AGREEMENT
GENERAL

On December 16, 2001, USA, Vivendi, Universal, Liberty and Mr. Diller
entered into an Amended and Restated Governance Agreement. The Amended and
Restated Governance Agreement will be effective as of the closing of the
transactions and sets forth restrictions on the acquisition of additional equity
securities of USA and other conduct restrictions, in each case, applicable to
Vivendi and its affiliates. In addition, the Amended and Restated Governance
Agreement governs Vivendi's and Liberty's rights of representation on USA's
board of directors and Liberty's and Mr. Diller's rights to approve certain
actions by USA.

The Amended and Restated Governance Agreement amends and restates the
Governance Agreement, dated as of October 19, 1997, and provides for certain
amendments to the Investment Agreement, dated as of October 19, 1997, as amended



from time to time, eliminating preemptive rights held by Universal, but
retaining these rights for Liberty, as described in further detail below. The
existing Governance Agreement and Stockholders Agreement were entered into in
connection with the contribution by Universal of its domestic television
production businesses to USANi LLC (which transaction required the prior written
consent of Liberty and Mr. Diller) in exchange for an effective 45.8% interest
in USA and approximately $1.63 billion in cash. If the transactions are not
completed, the existing Governance Agreement will remain in place.
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RESTRICTIONS ON VIVENDI'S ACQUISITION OF ADDITIONAL EQUITY SECURITIES OF USA
AND OTHER RESTRICTIONS ON VIVENDI'S CONDUCT WITH RESPECT TO USA

Pursuant to the Amended and Restated Governance Agreement, Vivendi agreed
that it will not acquire the beneficial ownership of any additional equity
securities of USA until such time (the "Trigger Date") that the equity
securities beneficially owned by Vivendi represent less than 20% of the total
equity securities of USA. Following the Trigger Date, Vivendi will not acquire
beneficial ownership of any additional equity securities of USA if following
such acquisition Vivendi would beneficially own equity securities that represent
more than 20% of the total equity securities of USA. Generally, the restrictions
described in the preceding sentence will cease to apply upon the later of
(1) the CEO Termination Date (as defined in the Amended and Restated Governance
Agreement) or the date that Mr. Diller becomes disabled and (2) the date
following which Vivendi owns less than 10% of the total equity securities of
USA.

So long as the restrictions on Vivendi's right to acquire additional equity
securities of USA continue to apply, Vivendi has agreed not to:

- act, alone or in concert with others, to seek to affect or influence the
management, business or operations of USA;

- enter into any kind of arrangement, such as a proxy, with respect to the
voting of equity securities of USA;

- propose any merger or other business combination involving USA, provided
that discussions to that effect are not prohibited if Mr. Diller
participates;

- make or participate in a solicitation of proxies to vote equity securities
in USA;

- act, alone or in concert with others, for the purpose of acquiring voting
or selling equity securities in USA; or

- request any amendment to or waiver of any of these covenants.

Except in connection with open market transactions, Vivendi is not entitled
to transfer to any single third party transferee, in the aggregate, 10% or more
of the total equity securities of USA, unless Vivendi causes such third party
transferee to agree to the acquisition and conduct restrictions described above.

REPRESENTATION OF VIVENDI AND LIBERTY ON THE USA BOARD OF DIRECTORS

Under the terms of the Amended and Restated Governance Agreement,
immediately following the closing of the transactions:

- the USA board of directors will include Jean-Marie Messier, chairman of
the board and chief executive officer of Vivendi, and Philippe Germond,
chairman of the board and chief executive officer of Cegetel;

- Vivendi will continue to have the right to nominate up to two USA
directors so long as the number of equity securities of USA beneficially
owned by Vivendi is at least equal to 75% of the number of equity
securities of USA beneficially owned by Vivendi immediately following the
closing of the transactions (so long as Vivendi's ownership percentage is
at least equal to the lesser of (x) 15% of the total equity securities of
USA and (y) the percentage that is five percentage points less than the
percentage of the total equity securities of USA beneficially owned by
Vivendi immediately following the closing of the transactions); and

- Vivendi will have the right to nominate one USA director so long as
Vivendi beneficially owns a number of equity securities of USA at least
equal to 50% of the number of the equity securities of USA beneficially
owned by it immediately following the closing of the transactions (so long
as Vivendi owns at least equal to 10% of the total equity securities of
USA).
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Under the terms of the Amended and Restated Governance Agreement,
immediately following the closing of the transactions:

- the USA board of directors will include John C. Malone, chairman of the
board of directors of Liberty, and Robert R. Bennett, president and chief
executive officer of Liberty;

- Liberty will continue to have the right to nominate up to two USA
directors so long as the number of equity securities beneficially owned by
Liberty is at least equal to 75% of the number of equity securities of USA
beneficially owned by Liberty immediately following the closing of the
transactions (so long as Liberty's ownership percentage is at least equal
to the lesser of (x) 15% of the total equity securities of USA and
(y) the percentage that is five percentage points less than the percentage
of the total equity securities of USA beneficially owned by Liberty
immediately following the closing of the transactions);

- Liberty will have the right to nominate one USA director so long as
Liberty beneficially owns a number of equity securities of USA at least
equal to 50% of the number of the equity securities of USA beneficially
owned by it immediately following the closing of the transactions (so long
as Liberty owns at least 5% of the total equity securities of USA); and

- USA will use its reasonable best efforts to cause one of Liberty's
designees to be a member of a committee of the USA board of directors and,
to the extent the person designated by Liberty would qualify as a member
of the compensation committee of the USA board of directors under
applicable tax and securities laws and regulations, USA will seek to have
such person appointed to the compensation committee.

Pursuant to the terms of the Amended and Restated Governance Agreement, USA
will cause each director that Vivendi or Liberty nominates to be included in the
slate of nominees recommended by the USA board of directors to USA's
stockholders for election as directors at each annual meeting of the
stockholders of USA and will use all reasonable efforts to cause the election of
each such director including soliciting proxies in favor of the election of such
persons.

CONTINGENT MATTERS

The Amended and Restated Governance Agreement lists fundamental actions that
require the prior consent of Liberty and Mr. Diller before USA can take any such
action. We refer to these fundamental actions as "Contingent Matters." In
connection with the transactions, Vivendi will surrender its existing veto
rights with respect to Contingent Matters. In addition, Liberty and Mr. Diller
agreed to significantly limit the Contingent Matters with respect to which they
are entitled to exercise veto rights under the current Governance Agreement.

For so long as

- in the case of Liberty, Liberty owns at least two-thirds of the number of
USA equity securities owned by it immediately after the closing of the
transact